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—w OnMobile Global (ONMGLO)

Target : Rs 318

Target Period : 12 months RS 290
Potential Upside : 10% WHAT'S CHANGED

‘RsCrore)  FY09  FYIOE  FYIIE  FYIZE

Net Sales 406.3 454.2 558.1 679.3

EBITDA 128.1 82.9 136.5 180.0

Net Profit 85.2 42.8 89.2 128.0

EPS 14.7 1.3 15.2 21.9

Moving towards higher growth trajectory...

FY09 FY10E FY11E FY12e | OnMobile Global declared its Q1FY11 results that were above our

Valuation summary

PE (x) 19.7 39.7 19.1 133 | expectations. The company reported a topline of Rs 123.8 crore
Target PE (x) 21.6 43.6 20.9 146 | growing 15.4% YoY and 0.7% QoQ against our expectation of Rs 106.0
EV/EBITDA (x) 108 18.8 105 15| crore. EBITDA margin for the quarter at 22.9% was up by an
P/BV (x) 24 23 2.1 18| impressive 509 bps QoQ and 18 bps YoY, primarily due to lower cost
RoNW (%) 13.9 6.0 12.1 15.4

of sales and SG&A expenses. PAT stood at Rs 17.8 crore, a QoQ and
YoY jump of 61.2% and 106.5%, respectively. The jump can be
attributed to lower tax provisioning due to an existing office falling

RoCE (%) 12.0 5.2 9.6 12.2

under a newly formed SEZ and partly due to forex gain of ~Rs 2.1
Market Capitalisation Rs 1699.1 Crore | crore.

Debt-Cons. (FY09) Rs 4.6 Crore . .

Cash & Invst.-Cons. (FY09) Rs294.2Crore | ™ Highlights for the quarter

EV Rs 1388.7 Crore OnMobile has reinitiated services for a lost client on the CDMA
52 week H/L 681/290 . . .

Equity capital Rs 58.5 Crore platform in the domestic market during the end of Q1FY11. The
Face value 100 company deployed RBT with Telefonica in one more country in this
MF Holding (%) 71 quarter and is now live in two Latin American countries. In sync with
FIl Holding (%) 19.6 the FIFA World Cup, the company developed the OnMobile Futbol

product on SMS and WAP and deployed it in LATAM markets
across 12 countries. In Europe, it deployed speech recognition and

Price movement . . L . .
IVR solution for a large retail chain in partnership with a large telco.

6,000 - - 700
5 000 ,‘ . - 600 Domestic revenues for the quarter stood at Rs 95.2 crore as

Lol | 500 compared to Rs 83.8 crore in Q1FY10. International revenues also
4,000 + 100 improved from Rs 23.4 crore in Q1FY 10 to Rs 24.7 crore in Q1FY11.
3,000 1 - 300 Valuation

2,000 4 - 200 OnMobile is expected to gain momentum in the international market on
1,000 | | | 100 account of the full deployment of solutions within the Telefonica and
Aug09 Nov-09 Feb-10 May-10  Jul-10 Vodafone group companies. Also, the launch of 3G services in the
Price (R.H.S) Nifty (LH.S) domestic market would give the company the necessary thrust. At the
CMP of Rs 290, the stock is trading at 19.1x FY11E EPS of Rs 15.2 and
13.3x FY12E EPS of Rs 21.9. Using the DCF methodology, we have
Karan Mittal valued the stock at Rs 318, implying an upside of 9.7%. Our target price
karan.mittal@icicisecurities.com discounts the FY12E EPS by 14.6x. We maintain our rating as ADD.
Naval Seth e " .
naval.seth@icicisecurities.com
(Rs Crore) QIFY11 QIFY11E  QIFY10  Q4FY10  QoQ (Chg %) YoY (Chg %)
Net Sales 123.8 106.0 107.2 122.9 07 15.4
EBITDA 28.4 19.3 24.4 21.9 295 16.3
EBITDA Margin (%) 229 18.2 228 17.8 509 bps 18 bps
Depreciation 13.2 12.1 13.3 11.2 17.9 -0.5
Interest 0.1 0.1 0.0 0.1 30.0 225.0
Reported PAT 17.8 10.6 8.6 1.1 61.2 106.5
EPS (Rs) 3.0 1.8 15 1.9 61.2 103.9

Source: Company, ICICIdirect.com Research
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Result Analysis

= Core business growing...

The core business has exhibited strong momentum in this quarter.
Revenues stood at Rs 119.9 crore as compared to Rs 104.1 in the same
period last year, growing 15.2%. The revenue improvement was
primarily led by a ramp up in sales of products earlier launched in
domestic markets. We expect further improvement from Q2FY11E as
the company has re-deployed services with a lost client on the CDMA
platform in the domestic market. Revenues from the same would start
flowing in from Q2FY11E. The EBITDA margin improved to 31.9% as
compared to 25.6% in Q4FY10.

Exhibit 2: Non financial KPls

Q1FY10 Q2FY10 Q3FY10 Q4FY10 Q1FY11
Subscriber Reach (Mn) 630 687 673 727 786
Unique Users (Mn) 64 Al 77 83 86
Active RBT Users (Mn) 37 40 42 44 46
Number of Employees 1,154 1,223 1,209 1236 1211
Countries Live in 23 23 24 25 26

Source: Company, ICICIdirect.com Research

= International business declines QoQ but would grow gradually

The company’s international revenues remained flat sequentially at Rs
28.5 crore. The share of international business stood at 23.0%, flat
QoQ. In the Asia Pacific region, the company has launched music
radio services in two operators. It extended the feature set of social
networking products by adding new connectors to LinkedIn. The
Network Address Book product added an enterprise capability to allow
companies to share and sync addresses across the enterprise. In
Europe, it deployed speech recognition and IVR solution for a large
retail chain in partnership with a large telco.
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Outlook & Valuation

Outlook

The initial results of telecom service providers indicate an improving
scenario in the domestic telecom industry. Also, with the subsequent
deployment of 3G services, the addressable market for OnMobile is set to
expand further. The increasing market size coupled with relatively higher
cost premium services would pan out well for the company.

The company has also been gaining traction in the international market. It
is in the process of developing and implementing various new products
with international operators. The company has gone live in two more
countries in LATAM. The management has indicated that it would go live
in all countries under the Telefonica deal. We expect the content cost to
move downwards. This would help in the improvement of margin. We
expect the margin to improve considerably during FY11E as OnMobile
starts generating revenues from the two major international clients. We
expect the contribution from international revenues to go up to 32% in
FY11E from 25% in FY10E.

We have revised our EPS estimates for FY11E and FY12E, owing to a
better operational performance and lower tax rates indicated by the
management.

Valuation

OnMobile is expected to gain momentum in the international market on
account of full deployment of solutions within the Telefonica and
Vodafone group companies. Also, the launch of 3G services in the
domestic market would give the company the necessary thrust. At the
CMP of Rs 290, the stock is trading at 19.1x FY11E EPS of Rs 15.2 and
13.3x FY12E EPS of Rs 21.9. Using the DCF methodology, we have
valued the stock at Rs 318, implying an upside of 9.7%. Our target price
discounts the FY12E EPS by 14.6x We maintain our rating as ADD.

Exhibit 3: DCF assumption

Rs in Crore

WACC 13.7%
Revenue CAGR over FY11-20E 20.0%
Present Value of Cash Flow till FY19E 715.4
Terminal Growth 3.00%
Present Value of terminal cash flow 909.2
Total present value of the firm 1,624.6
Less: Current Debt 8.7
Total present value of the Equity (excluding current cash) 1,615.9
Number of Equity Shares outstanding (Cr) 5.78
Per Share Value (excluding current cash) 279.6
Add Current Cash & Cash Equivilants Per Share 38.9
DCF - Target price (Rs) 318.4

Source: Company, ICICIdirect.com Research

Exhibit 4: Valuation table

Sales  Growth EPS  Growth PE  EV/EBITDA  RoNW RoCE

(Rs cr) (%) (Rs) (%) (x) (x) (%) (%)

FY09 406.3 55.2 147 40.3 197 108 139 12.0
FY10E 454.2 1.8 73 504 39.7 18.8 6.0 5.2
FY11E 558.1 22.9 152 108.6 19.1 105 121 9.6
FY12E 679.3 21.7 21.9 435 133 75 15.4 12.2

Source: Company, ICICldirect.com Research
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ICICldirect.com coverage universe

OnMobile Global Sales (Rs Cr)  EPS (Rs) PE (x) EV/EBITDA (x) RoNW (%) RoCE (%)
Idirect Code ONMGLO FY09 406.3 14.7 19.7 10.8 13.9 12.0
CMP 290.4 FY10E 454.2 1.3 39.7 18.8 6.0 5.2
Target 318.4 FY1E 558.1 15.2 19.1 10.5 121 9.6
MCap (Rs Cr) 1,678.2 % Upside 9.7% FY12E 679.3 21.9 13.3 15 15.4 12.2
Tanla Solution Sales (Rs Cr)  EPS (Rs) PE (x) EV/EBITDA (x) RoNW (%) RoCE (%)
Idirect Code TANSOL FY09 687.1 19.4 1.8 0.6 21.9 24.4
cmP 34.8  FY10E 366.6 4.9 7.1 1.0 5.5 5.6
Target 40.7 FY11E 486.9 6.4 5.5 1.4 6.9 1.2
MCap (Rs Cr)  348.0 % Upside 17.1% FY12E 549.6 6.8 5.1 1.4 7.0 1.4

Source: Company, ICICIdirect.com Research
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RATING RATIONALE

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Add, Reduce, and Sell. The performance horizon is two years unless specified and the
notional target price is defined as the analysts' valuation for a stock.

Strong Buy: 20% or more;
Buy: Between 10% and 20%;
Add: Up to 10%;

Reduce: Up to -10%

Sell: -10% or more;

Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICIdirect.com Research Desk,
ICICI Securities Limited,

7™ Floor, Akruti Centre Point,
MIDC Main Road, Marol Naka,
Andheri (East)

Mumbai — 400 093

research@icicidirect.com

ANALYST CERTIFICATION

We /I, Karan Mittal MBA Naval Seth MBA research analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or
view(s) in this report. Analysts aren't registered as research analysts by FINRA and might not be an associated person of the ICICI Securities Inc.

Disclosures:

ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing group. We along with affiliates are leading
underwriter of securities and participate in virtually all securities trading markets in India. We and our affiliates have investment banking and other business relationship with a significant percentage of
companies covered by our Investment Research Department. Our research professionals provide important input into our investment banking and other business selection processes. ICICI Securities
generally prohibits its analysts, persons reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts
cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and
meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without
prior written consent of ICICI Securities. While we would endeavour to update the information herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and
employees (“ICICI Securities 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 ICICI Securities
from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities
policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and may not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial
instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate
the investment risks. The value and return of investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities and affiliates accept no liabilities for any
loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the
risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice.

ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and affiliates might have received
compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of public offerings, corporate finance, investment
banking or other advisory services in a merger or specific transaction. ICICI Securities and affiliates expect to receive compensation from the companies mentioned in the report within a period of three
months following the date of publication of the research report for services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific
transaction. It is confirmed that Karan Mittal MBA Naval Seth MBA research analysts and the authors of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities, which include earnings from Investment Banking and other business.

ICICI Securities or its subsidiaries collectively do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the
research report.

It is confirmed that Karan Mittal MBA Naval Seth MBA research analysts and the authors of this report or any of their family members does not serve as an officer, director or advisory board member of
the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities and affiliates may act upon or make use
of information contained in the report prior to the publication thereof.

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 ICICI Securities 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 certain category of investors. Persons in whose possession this document may come are required to inform themselves of and
to observe such restriction.
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