














Networth Tata Elxsi Ltd.

- Stock Broking Ltd. -

Valuation At the current market price of Rs 293, the stock is trading at a PE of
17.3x its FY07 EPS of Rs 16.82 and 14.1x its FY08 EPS of Rs 20.68 and
9.9x its FY09 EPS of Rs.29.4. The company has fuelled its growth
organically out of its own internal accruals. The company has no plans
to dilute its equity. We have observed that the company is trading at a
discount to its peers by a reasonable margin and we expect a re-rating
of the valuations for its niche space offerings. We maintain a ‘BUY" with
one year price target of Rs 387, an upside of 33% from the current levels.

Concerns ~  System Integration division will continue to be lumpy because of
its order book execution that is non linear in nature. Moreover the
company also operates on an agency commission basis where the
margins are lower.

~  Low natural hedging - The company has almost 90% of its total
employee base operating out of India. Hence, natural hedging is
minimal because maximum costs (salaries paid) are borne in Rupee
terms and revenues earned in dollars / Yen / Pounds.

”  Low repeat clientele - Tata Elxsi’s repeat clientele is as low as 70%.
This is largely due to the nature of business that they operate in.
The IDE, VCL and SI divisions operate on a need basis and do not
necessarily have repeat business.

Currency Sensitivity Analysis

Rs.mn FY08E FY09E FY08E FY09E
Exchange rate $40.50 $40.00 $40.00 $39.00
Re against Dollar

Revenue 4344.5 6034.1 4288.7 5822.0
Growth YoY(%) 43.4 38.9 39 36
EBITDA 856.0 1211.6 820.0 1106.2
OPM (%) 19.7 20.1 19.1 19.0
Net Profit 644.0 915.9 603.9 825.2
Growth YoY(%) 23.0 42 15 37
NPM (%) 14.8 15.2 14.1 14.2
EPS 20.7 29.4 19.4 26.5
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Profit and Loss Account (Rs.Mn) Balance Sheet (Rs.Mn)
FY2006 FY2007 FY2008 FY2009 Particulars FY2006 FY2007 FY2008 FY2009
Total Revenue 2,356.3 3,079.8 4,344.5 6034.1 SOURCE OF FUNDS
S p— 26.8% 31.8% 43.4% 39% Equity Capital 3114 3114 3114 3114
Consumption of Raw Material 351.4 361.0 445.0 564.0 FEEENES el SN it o i) Hall)
Networth 660.8 9273 1287.3 1858.9
% of Total Sales 14.9% 11.1% 8.5% 9.3% .
Deferred tax Liability 34.8 38.2 38.7 48.2
Sl 11974 15430 23743 33533 Equity share holders funds 695.5 965.4 1326.0 1907.1
%change yoy 42.3% 29.7% 50.6% 41% Capital Employed 695.5 963.7 1326.0 1907.1
% of Total Sales 50.8% 50.0% 52.5% 56% APPLICATION OF FUNDS
SG&A 340.8 484.7 669.2 905.0 Gross Block 776.9 1041.2 1399.9 1792.9
% of Total Sales 14.5% 16.2% 15.5% 15% Less :- Accumulated Depreciation 3239 409.4 528.7 691.6
Net Block 452.9 631.8 871.3 1101.3
ital WIP includi ital 1. 4.7 100, 120,
Operating profit (EBIDTA) 466.8 691.1 856.0 12116 Capital WIP including capital advances 315 o 00.0 00
Total Fixed Assets 484.4 7265 971.3 12213
Interest -
Investment - -
Depreciation 67.3 85.5 119.2 162.9 ., 14 37 40 50
Operating Profit after Interest, 397.2 602.7 733.6 1,048.7 Debtors 466.4 601.8 8255 11465
Dl AT Loans & Advances 357.7 216.4 200.0 2200
Otherincome 6.8 42 65 4 Cash Balances 1455 201.0 356.4 707.0
Profit before tax 404.0 606.9 740.2 1052.7 Curr Assets, Loans & Adv 971.0 1022.9 1385.9 2078.5
Provision for taxation 59.7 84.1 96.1 136.9 Less:-
% change YoV — - P - b) Provisions 386.6 298.4 336.0 4273
, Curr Liab & Prov 761.2 785.7 1031.1 1392.7
Net profit 344.3 522.9 644.0 915.9
Net Current Assets Block 209.8 237.2 354.8 685.8
h profi 430. 23. 763. 1,079.
Cash profit 303 > 633 0190 107AL Asset 694.2 963.7 1326.0 1907.1
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Cash Flow (Rs.Mn) Ratio
FY06 FYO07 FY08E FYO9E FY06 FYO7 FY08E FY09E
Particulars Growth
A. Cash Flow from operating Activities
WIrom gperating ACTvIL Net Sales 26.8% 30.7% 41.1% 38.9%
PBT 404.0 606.9 740.2 1052.7
i i 0, 0 0, 0,
Depreciation and Amortization 67.3 85.5 119.2 162.9 AR EAGET S0 ) 240 s
Interest Income (5.2) (4.1 (4.1 (4.1 EBITDA 30.2% 48.1% 23.9% 41.6%
Interest Expense 2.2 2.9 2.9 0.0 EPS 31.4% 52% 23% 42%
Profit/ loss on Sale of Assets 0.2 1.6 1.6 1.6 CEPS 34.3% 44.1% 23.1% 41.3%
Operating profit before 468.4 691.2 858.2 12115 ;
e Gross Fixed Assets 28.5% 34.0% 34.5% 28.1%
Decrease / (Increase) in S. Drs (55.0) (135.4) (223.7) (321.0) Capital Employed 22.0% 38.8% 37.6% 43.8%
Decrease / (Increase) in Inventory 1.7 (2.4) 0.3 (2.0) Valuation
Decrease / (Increase) in Loans /Advances  (56.7) 17.7 16.4 (20.0) EPS (Rs)) 11 16.8 20.7 29.4
Increase / (Decrease ) in Current liabilities ~ 67.6 129.6 207.8 2703
( )in Current abilt CEPS (Rs) 138 199 25 37
Cash Inflow from operations 426.0 700.7 858.5 1139.8
Income Tax Paid (392) 89.7) %1 (369  BPSRY 212 208 M3 so.1
Net Cash Inflow from Operation 386.8 611.1 762.3 1003.0 PER (x) 2478 1730 14.07 9.89
Purchase of fixed Assets / (193.3) (329.7) (353.5) (373.0) PEG (x) 09 030 024 023
Capital Advances
: PICEPS (x) 217 146 101 840
Change in Gross Block 172.5 264.3 358.7 393.0
Change in WIP 206 633 53 200  PBYK 130 o7 70 487
Proceeds of sale of fixed projects 0.1 05 0.5 05 EVIEBITDA (x) 183 141 12 7.6
Interest received 5.2 41 4.1 4.1 EV/Net Sales (x) 3.6 3.2 2.2 15
!\let ca_sh out_flc_;w from (188.0) (325.1) (348.8) (368.4) Revenue per Employee (Rs.mn) 12 11 11 12
investing activities
C. Cash Flows from financing activities Profit Per Employee (Rs.mn) 02 0.2 0.2 02
Interest paid (2.2) 2 ) 0 Profitability
Dividend paid (168.2) (199) (218) (249) ROCE (%) 57.1% 62.5% 55.3% 55.0%
Tax on Dividend paid (24.0) (28) (37) (35) ROE (%) 50.1% 56.4% 50.0% 49.3%
Net cash outflow from financing (194.4) (230) (258) (284) )
activity EBIDTA Margin (%) 19.8% 22.4% 19.7% 20.1%
Netincrease/ (decrease) in cash 4.4 55.5 155.4 350.6 Net Profit Margin (%) 14.6% 17.0% 14.8% 15.2%
alidicaeqy i) Tax incidence - Tax/PBT (%) 14.8% 13.8% 13.0% 13.0%
Cash and Equivalents at the 1411 1455 201.0 356.4
beginning of year Turnover
Cash at the end of the year 1455 201.0 356.4 707.0 Avg. Collection Period (Days) 72.2 713 69.4 69.4
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Stock Broking Ltd.

Networth Research: E-mail- research@nsbl.co.in

Research Sector E-mail id Telephone nos.

022-30286389
022-30286389

Huzaifa Suratwala
Rishi Maheshwari

huzaifa.s@nsbl.co.in
rishi@nsbl.co.in

Auto / Banks / Shipping / Logistics
Information Technology

Rajan Kumar Cement / Pharmaceuticals rajan@nsbl.co.in 022-30286389
Rati Pandit Hotels / Aviation rati@nsbl.co.in 022-30286389
Brijesh Rajvanshi Telecom / Media brijesh@nsbl.co.in 022-30286389
Vishal Sanghavi Textiles vishalsanghavi@nsbl.co.in 022-30286389
Surya N. Nayak Mid Caps suryanarayan@nsbl.co.in 022-30286389
Ashwani Sharma Power / Power Equipments ashwanisharma@nsbl.co.in 022-30286389
Deepak Kumar KS Associate ksdeepakkumar@nsbl.co.in 022-30286389
Rabindra Basu Associate rabindrabasu@nsbl.co.in 022-30286389
Shruti Bhargava Associate shrutibhargava@nsbl.co.in 022-30286389
Shashin Shah Mid Caps sdshah@networthstock.com

Amar More Production amar@nsbl.co.in 022-30286389

Networth Institutional Sales: E-mail- dealing@nsbl.co.in

Raj Bhandari / Rameshwar Singh 022-22633020/1/2

Disclaimer: This document has been prepared by Networth Stock Broking Ltd. (NSBL). NSBL is a full service, integrated investment
banking, portfolio 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, but we do not represent that it is accurate or complete and it should not be relied on as such. NSBL or any of its affiliates shall not
be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in
this report. This document is provided 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 investigation 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), and should consult his own advisors to determine the merits and risks of such
investment. The investment discussed or views expressed may not be suitable for all investors. We and our affiliates, officers, directors,
and employees may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned
herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as advisor or
lender / borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and related
information and opinions. This information is strictly confidential and is being furnished to you solely for your information. This information
should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole
or in part, for any purpose. 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 NSBL and affiliates to any registration or licensing requirements within such jurisdiction.
The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes,
should inform themselves about and observe, any such restrictions. The information given in this document is as of the date of this report
and there can be no assurance that future results or events will be consistent with this information. This information is subject to change
without any prior notice. NSBL reserves the right to make maodifications and alterations to this statement as may be required from time to time.
However, NSBL is under no obligation to update or keep the information current. Nevertheless, NSBL is committed to providing independent
and transparent recommendation to its client and would be happy to provide any information in response to specific client queries. Neither
NSBL nor any of its affiliates, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect,
special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. The
analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject
company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to
specific recommendations or views expressed in this report. Analyst holding in stock: no.
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