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 Macro weakness persists; expect a muted quarter 

 

We interacted with the REDI management for a business update on 

operations. Key takeaways are: 1) India business muted on sluggish 

government/ corporate business even as retail demand is largely unaffected 

and 2) Apple continues to do well for REDI, while Blackberry remains 

steady. While valuations have moderated (9x FY13E P/E), we believe macro 

conditions remain tough and REDI could see another muted quarter with 

slower-than-usual seasonality. Key trigger, in our view, would be deal 

announcements with other top smartphone vendors (most notably iPhone).  

 

 India business muted: India business remains muted as government/corporate 

(~35% of mix) business is weak. However, contrary to our expectations, retail 

demand is still holding up as OEMs have not passed on the impact from rupee 

depreciation onto the customers. In non-IT, Apple continues to grow but blended 

growth rates could moderate as growth in Blackberry begins to flatten. Overall, we 

expect another muted quarter from REDI as regards the India business with a 

weaker-than-normal seasonality in Q2.  

 Africa – Samsung seeing good traction: Samsung is seeing strong traction in Africa 

and we believe the net impact from loss of Nokia would be limited to ~3% in FY13.  

 iPhone 5 through distributors?: As per blogs (BGR), Apple is looking to launch 

iPhone 5 in India through distributors, unlike the operator-driven strategy currently. 

While there is no official confirmation, we believe REDI has a strong relationship 

with Apple (already selling iPad and iPod) and is likely to be a key beneficiary should 

Apple look to adopt the distributor channel for iPhone.  

 Valuations have moderated: While valuations now look reasonable trading at 9x 

FY13E earnings and 1.8x P/B, we believe macro remains weak and Blackberry could 

be a drag on non-IT growth rates. However, on a structural basis, we continue to 

like REDI – investors with a long-term view should accumulate on dips.   
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Y/E 31 Mar FY10A FY11A FY12A FY13E FY14E 

Revenue (INR mln) 137,578 174,585 216,485 227,709 252,132 

EBITDA (INR mln) 3,448 4,521 6,042 6,674 7,460 

Adjusted net profit (INR mln) 1,843 2,260 2,928 3,346 4,012 

Adjusted EPS (INR) 4.7 5.7 7.4 8.4 10.1 

Adjusted EPS growth (%) 15.3 21.8 29.0 14.1 19.9 

DPS (INR) 1.0 1.1 0.4 0.7 1.0 

ROIC (%) 14.1 14.3 15.2 14.4 14.8 

Adjusted ROAE (%) 17.7 20.0 23.3 22.7 22.3 

Adjusted P/E (x) 15.8 14.0 12.0 8.9 7.4 

EV/EBITDA (x) 10.1 9.5 8.4 6.8 5.9 

P/BV (x) 2.7 2.7 2.7 1.8 1.5 

Source: Company, Bloomberg, RCML Research 

This report has been prepared by Religare Capital Markets Limited or one of its affiliates.  If the analyst who authored the report is based in the 
United Kingdom, then the report has been prepared by Religare Capital Markets (Europe) Limited.  For analyst certification and other important 
disclosures, please refer to the Disclosure and Disclaimer section at the end of this report. Analysts employed by non-US affiliates are not registered 
with FINRA regulation and may not be subject to FINRA/NYSE restrictions on communications with covered companies, public appearances, and 
trading securities held by a research analyst account. 
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Per Share Data 

Y/E 31 Mar (INR) FY10A FY11A FY12A FY13E FY14E 

Reported EPS 4.7 5.7 7.4 8.4 10.1 

Adjusted EPS 4.7 5.7 7.4 8.4 10.1 

DPS 1.0 1.1 0.4 0.7 1.0 

BVPS 27.4 30.1 33.3 40.8 49.8 

 

Valuation Ratios 

Y/E 31 Mar (x) FY10A FY11A FY12A FY13E FY14E 

EV/Sales 0.3 0.2 0.2 0.2 0.2 

EV/EBITDA 10.1 9.5 8.4 6.8 5.9 

Adjusted P/E 15.8 14.0 12.0 8.9 7.4 

P/BV 2.7 2.7 2.7 1.8 1.5 

 

Financial Ratios 

Y/E 31 Mar FY10A FY11A FY12A FY13E FY14E 

Profitability & Return Ratios (%)      

EBITDA margin 2.5 2.6 2.8 2.9 3.0 

EBIT margin 2.3 2.4 2.6 2.8 2.8 

Adjusted profit margin 1.3 1.3 1.4 1.5 1.6 

Adjusted ROAE 17.7 20.0 23.3 22.7 22.3 

ROCE 11.7 12.9 14.0 12.9 13.2 

YoY Growth (%)      

Revenue 8.6 26.9 24.0 5.2 10.7 

EBITDA 9.6 31.1 33.7 10.5 11.8 

Adjusted EPS 15.3 21.8 29.0 14.1 19.9 

Invested capital 15.9 40.3 14.6 9.5 7.7 

Working Capital & Liquidity Ratios      

Receivables (days) 43 46 45 47 46 

Inventory (days) 25 28 29 31 31 

Payables (days) 27 33 34 35 35 

Current ratio (x) 3.0 2.6 2.6 2.6 2.6 

Quick ratio (x) 2.2 1.7 1.8 1.7 1.7 

Turnover & Leverage Ratios (x)      

Gross asset turnover 148.9 142.9 132.9 119.0 116.7 

Total asset turnover 4.1 4.0 4.1 3.9 4.0 

Net interest coverage ratio 4.8 4.4 3.8 3.5 4.3 

Adjusted debt/equity 1.1 1.3 1.6 1.3 1.0 

 

DuPont Analysis 

Y/E 31 Mar (%) FY10A FY11A FY12A FY13E FY14E 

Tax burden (Net income/PBT) 66.8 64.4 65.0 70.6 70.6 

Interest burden (PBT/EBIT) 85.8 82.1 78.6 74.9 80.1 

EBIT margin (EBIT/Revenue) 2.3 2.4 2.6 2.8 2.8 

Asset turnover (Revenue/Avg TA) 413.4 404.3 411.8 394.1 397.9 

Leverage (Avg TA/Avg equities) 320.3 381.2 418.5 392.2 351.7 

Adjusted ROAE 17.7 20.0 23.3 22.7 22.3 
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Income Statement 

Y/E 31 Mar (INR mln) FY10A FY11A FY12A FY13E FY14E 

Total revenue 137,578 174,585 216,485 227,709 252,132 

EBITDA 3,448 4,521 6,042 6,674 7,460 

EBIT 3,214 4,275 5,732 6,335 7,095 

Net interest income/(expenses) (664) (961) (1,520) (1,828) (1,648) 

Other income/(expenses) 209 195 292 236 239 

Exceptional items 0 0 0 0 0 

EBT 2,759 3,510 4,504 4,742 5,686 

Income taxes (639) (862) (1,113) (1,328) (1,592) 

Extraordinary items 0 0 0 0 0 

Min. int./Inc. from associates (277) (388) (463) (68) (82) 

Reported net profit 1,843 2,260 2,928 3,346 4,012 

Adjustments 0 0 0 0 0 

Adjusted net profit 1,843 2,260 2,928 3,346 4,012 

Balance Sheet 

Y/E 31 Mar (INR mln) FY10A FY11A FY12A FY13E FY14E 

Accounts payables 11,694 18,815 20,020 22,351 24,618 

Other current liabilities 0 0 0 0 0 

Provisions 0 0 0 0 0 

Debt funds 11,486 15,897 20,603 20,603 20,603 

Other liabilities 2,403 3,413 1,263 1,263 1,263 

Equity capital 786 793 797 797 797 

Reserves & surplus 9,971 11,103 12,428 15,449 18,997 

Shareholders' fund 10,757 11,896 13,225 16,246 19,794 

Total liabilities and equities 36,339 50,021 55,111 60,463 66,278 

Cash and cash eq. 5,826 4,806 4,834 4,975 5,956 

Accounts receivables 18,164 25,483 27,920 30,478 32,824 

Inventories 9,828 15,833 17,000 19,050 20,983 

Other current assets 1,519 2,359 2,835 3,177 3,500 

Investments 0 0 0 0 0 

Net fixed assets 968 1,476 1,783 2,043 2,278 

CWIP 0 0 0 0 0 

Intangible assets 0 0 0 0 0 

Deferred tax assets, net 34 63 81 81 81 

Other assets 0 0 657 657 657 

Total assets 36,339 50,021 55,111 60,463 66,278 

Cash Flow Statement 

Y/E 31 Mar (INR mln) FY10A FY11A FY12A FY13E FY14E 

Net income + Depreciation 2,078 2,505 3,238 3,686 4,377 

Interest expenses 664 961 1,520 1,828 1,648 

Non-cash adjustments 0 0 0 0 0 

Changes in working capital (2,490) (7,072) (2,892) (2,620) (2,333) 

Other operating cash flows 277 388 463 68 82 

Cash flow from operations 528 (3,218) 2,329 2,962 3,774 

Capital expenditures (323) (754) (617) (600) (600) 

Change in investments 0 0 (657) 0 0 

Other investing cash flows 0 0 0 0 0 

Cash flow from investing (323) (754) (1,274) (600) (600) 

Equities issued (643) (614) (1,414) (0) 0 

Debt raised/repaid 1,656 4,411 4,706 0 0 

Interest expenses (664) (961) (1,520) (1,828) (1,648) 

Dividends paid (465) (507) (186) (325) (464) 

Other financing cash flows (288) 622 (2,612) (68) (82) 

Cash flow from financing (404) 2,951 (1,026) (2,221) (2,194) 

Changes in cash and cash eq (198) (1,020) 29 141 980 

Closing cash and cash eq 5,826 4,806 4,835 4,975 5,956 
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