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We recently hosted the management of eClerx at our IDFC Emerging Star Conference 2011. Incorporated in 2000, eClerx 
is a leading player in India’s growing Knowledge Process Outsourcing (KPO) space. The company enjoys a strong 
position in certain high-opportunity segments like data analytics, data management and customized process 
improvement solutions. It provides business solutions to global enterprise clients by leveraging its cost-effective 
combination of people, process and technology. eClerx’s growth has been aided by its ability to forge multi-year 
relationships with marquee clients.  

 Key takeaways from the meetings 
Business units: eClerx provides service offerings in two key business units: a) Financial Services, and b) Sales and 
Marketing Support.  

Size, employee strength and infrastructure: eClerx clocked revenues of Rs2.6bn in FY10. It has 3,600 employees 
working across five delivery centers in Mumbai and Pune, of which 600 are sales and management personnel and the 
rest execution resources (equally split between the two business units). Attrition rate has been 30-35% over the past 
several years, helping the company keep average wage costs low. eClerx has 3,200 seats which can accommodate 4,800 
employees. About 60% of its revenues are delivered from SEZ and the rest from STPI locations.  

Clients and related details: The company has 50 active clients, with 15-20 in financial services and 30-35 in sales and 
marketing support business unit. It has ~500 engagements across its clientele, which includes more than 20 Fortune 500 
companies. The top5 clients accounted for ~86% of revenues in Q3FY11. 

Client contacts and business model: Most of eClerx’s client relationships are governed by MSA (master service 
agreements). About 80% of the company’s contracts are 2-3 year rolling contracts (usually extended at the end of the 
contract life) and have a largely fixed billing rate of ~US$30,000pa. The billing rate has historically been revised only for 
a few key customers, led by inflation and forex changes.  About 90% of the engagements are time and material based, 
with the rest being fixed-price projects. 

Cost structure and EBIT margins: Employee cost is a major cost component for eClerx, accounting for ~44% of revenues 
(including ~14% onsite wage bill). G&A expenses (ex employee costs) form ~13% of revenues, while S&M (ex employee 
costs) expenses account for ~5%. Depreciation is ~3% of revenues, leading to recurring EBIT margin of 32-35%.  

M&A: eClerx acquired Ingentica Group in 2007 for US$3m. Target company had revenue run rate of ~US$2m and the 
key driver for acquisition was company’s seven blue-chip clients. eClerx has not acquired any other company since then, 
but plans to do so in the coming 12-18 months. It is looking to acquire non-voice BPO companies, with revenues in the 
range of US$15m-40m. The company recently got Board approval to raise Rs10bn mainly for funding acquisition.  

Hedge: 75% of company’s revenues are US$ denominated, with a 10-15% natural hedge from USD denominated costs. 
eClerx employs 18-month rolling hedges. 

Key differentiators: eClerx provides highly specialized services based on deep domain expertise in target industries. Its 
strength lies in technology and knowledge management, with a focus on simplifying the processes thereby reducing 
people dependency and the average employee cost for moderately complex activities.  
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Key Financials  

(Rs m) FY07 FY08 FY09 FY10 9mth-FY11 
Revenue 861 1,217 1,973 2,570 2,466 
Growth (%) 82 41 62 30 - 
EBITDA 432 492 724 844 1,062 
EBITDA margin (%) 50 40 37 33 43 
EBIT 399 447 650 774 999 
EBIT margin (%) 46 37 33 30 41 
Net profit 397 446 618 735 929 
Growth (%) 62 12 39 19 - 
Fully diluted shares 23 26 29 30 30 

EPS - fully diluted (Rs) 17.29 16.91 21.67 24.76 30.91 
Growth (%) 8 (2) 28 14 - 

Valuations      
PE (Price Rs654) 37.8 38.7 30.2 26.4 - 
Source: Company 
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Disclaimer 
This document has been prepared by IDFC Securities Ltd (IDFC SEC). IDFC SEC and its subsidiaries and associated companies are a full-service, integrated investment banking, 
investment management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities. 

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. 

The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavor to update the information herein on reasonable basis, 
IDFC SEC, its subsidiaries and associated companies, their directors and employees (“IDFC SEC and affiliates”) are under no obligation to update or keep the information current. Also, 
there may be regulatory, compliance, or other reasons that may prevent IDFC SEC and affiliates from doing so. We do not represent that information contained herein is accurate or 
complete and it should not be relied upon as such. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment 
decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should make such investigations as it deems necessary to arrive at an 
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved). The investment discussed or views expressed 
may not be suitable for all investors. 

Affiliates of IDFC SEC may have issued other reports that are inconsistent with and reach different conclusions from, the information presented in this report. 

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where 
such distribution, publication, availability or use would be contrary to law, regulation or which would subject IDFC SEC and affiliates to any registration or licensing requirement within 
such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this document may 
come are required to inform themselves of, and to observe, such applicable restrictions. 

Reports based on technical analysis centers on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and, as such, may not 
match with a report on a company's fundamentals. 

IDFC SEC and affiliates may have used the information set forth herein before publication and may have positions in, may from time to time purchase or sell, or may be materially 
interested in any of the securities mentioned or related securities. IDFC SEC and affiliates may from time to time solicit from, or perform investment banking, or other services for, any 
company mentioned herein. Without limiting any of the foregoing, in no event shall IDFC SEC, any of its affiliates or any third party involved in, or related to, computing or compiling 
the information have any liability for any damages of any kind. Any comments or statements made herein are those of the analyst and do not necessarily reflect those of IDFC SEC and 
affiliates. 

This document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed and may contain confidential and/or privileged material and 
is not for any type of circulation. Any review, retransmission, or any other use is prohibited. 

Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. IDFC SEC will not treat recipients as customers by virtue of their 
receiving this report. 

Explanation of Ratings: 
1.  Outperformer:       More than 5% to Index  

2.  Neutral:                 Within 0-5% (upside or downside) to Index  

3.  Underperformer:   Less than 5% to Index 

Disclosure of interest: 
1. IDFC SEC and affiliates may have received compensation from the company covered herein in the past twelve months for issue management, capital structure, mergers & acquisitions, 

buyback of shares and other corporate advisory services. 

2. Affiliates of IDFC SEC may have received a mandate from the subject company. 

3. IDFC SEC and affiliates may hold paid up capital of the subject company. 

4. IDFC SEC and affiliates, their directors and employees may from time to time have positions or options in the company and buy or sell the securities of the company(ies) mentioned 
herein. 

Copyright in this document vests exclusively with IDFC Securities Ltd 

 


