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Economy News
 Bank deposits have continued to lag credit offtake for yet another

fortnight, way behind the central bank's comfort levels. At the current
levels, the annual year-on-year growth in deposit and credit works out to
13.2% and 16.4%, respectively. While credit growth is within the central
banks target of 16% for the year, deposit growth continues to lag behind
the central bank's comfort level of 15% for the year. (ET)

 The critical reform Bill on Direct Taxes Code may get delayed further, as it
has not been placed in the list of the Bills scheduled for consideration and
passage during the Budget Session starting today. (BL)

 Less than two months into his tenure as Tata Sons chairman, Cyrus Mistry
made his first big move. Tata Sons decided to invest in a three-way joint
venture with AirAsia, the largest discount carrier in Southeast Asia by
fleet size, and another Indian investor, Arun Bhatia of Telestra
Tradeplace, to establish a Chennai-headquartered budget airline. (BS)

Corporate News
 The newly constituted cabinet committee on investment (CCI) granted its

first big-ticket approval, clearing the Rs 120 bn North Karanpura power
project of NTPC that had been stranded for more than a decade as power
and coal ministries bickered over its location. (ET)

 The Competition Commission of India has closed a case against
Coimbatore-based Lakshmi Machine Works that alleged the company
had abused its dominant position in the textile machinery business. (BL)

 Tractor manufacturer Escorts Ltd had inked a partnership with Italian
company BCS S.p.A to distribute and sell the speciality Ferrari brand of
tractors in India. The first product being launched under the partnership is
a 26 HP model that has all four equal sized wheels, an all-time 4-wheel
drive and oscillating chassis system suited for use in vineyards and
orchards in India. (BL)

 State-run Oil and Natural Gas Corporation (ONGC), along with Bharat
Petroleum Corporation Ltd (BPCL) and Mitsui Group of Japan, will invest
about $1 billion (approximately Rs 54 bn) to set up a five-million tonne
(mt) liquefied natural gas terminal (LNG) in Mangalore. (BS)

 Indian track record in protecting overseas investments, especially in the
aviation sector, is a matter of concern for Etihad, say sources. The Gulf-
based airline is currently in the process of carrying out due diligence for
picking up a stake in Jet Airways. (BL)

 Jaiprakash Power Venture, promoted by Delhi-based Jaypee Group,
raised $175 million in the largest primary issue in the power sector in
nearly three years through a qualified institutional placement of shares.
(ET)

 US private equity firm TPG Capital is to sell part of its stake in Indian
commercial vehicle financier Shriram Transport Finance Co Ltd to raise
about $300 million, according to a term sheet.  TPG, which owns about 20
per cent of Shriram Transport, is selling the shares for Rs.715 to Rs.755.95
(ET)

Equity
% Chg

20 Feb 13 1 Day 1 Mth 3 Mths

Indian Indices
SENSEX Index  19,643  0.0  (2.3)  6.4
NIFTY Index  5,943  0.1  (2.3)  5.8
BANKEX Index  14,189  (0.4)  (2.3)  7.8
BSET Index  6,592  0.6  3.0  16.0
BSETCG INDEX  9,866  (0.5)  (7.5)  (6.1)
BSEOIL INDEX  9,170  1.7  (5.4)  14.6
CNXMcap Index  8,077  0.1  (6.1)  4.1
BSESMCAP INDEX  6,674  0.4  (9.5)  (4.9)

World Indices
Dow Jones  13,928  (0.8)  2.0  8.5
Nasdaq  3,164  (1.5)  0.9  8.1
FTSE  6,395  0.3  3.5  11.2
NIKKEI  11,468  0.8  5.8  23.4
HANGSENG  23,307  0.7  (2.7)  6.6

Value traded (Rs cr)
20 Feb 13 % Chg - Day

Cash BSE  1,763  10.5
Cash NSE  10,234  26.2
Derivatives 102,673  (1.6)

Net inflows (Rs cr)
19 Feb 13 % Chg MTD YTD

FII  (2)  (100.6)  20,384  42,614
Mutual Fund  43  (43.9)  (1,259)  (5,973)

FII open interest (Rs cr)
19 Feb 13 % Chg

FII Index Futures  11,334  5.9
FII Index Options  51,130  (1.3)
FII Stock Futures  30,749  0.7
FII Stock Options  3,195  (0.8)

Advances / Declines (BSE)
20 Feb 13 A B T Total % total

Advances 84 889 176  1,149 39
Declines  111  728  117  956 32
Unchanged  8  480 365  853 29

Commodity % Chg

20 Feb 13 1 Day 1 Mth 3 Mths

Crude (NYMEX)  (US$/BBL)  94.6  (0.6)  (1.0)  8.3
Gold   (US$/OZ)  1,580.0  (1.6)  (7.6)  (9.8)
Silver  (US$/OZ)  28.7  (2.5)  (11.1)  (14.4)

Debt / forex market
20 Feb 13 1 Day 1 Mth 3 Mths

10 yr G-Sec yield %  8.0  N/A  8.0  N/A
Re/US$  54.1  54.2  53.8  55.1

Sensex

Source: ET = Economic Times, BS = Business Standard, FE = Financial Express,

BL = Business Line,  ToI: Times of India, BSE = Bombay Stock Exchange
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ZENSAR TECHNOLOGIES LTD

PRICE: RS.244 RECOMMENDATION: BUY
TARGET PRICE: RS.310 FY14E P/E: 5.5X

The management has indicated that, CY13 client budgets have been
finalized. Clients are confident about the year going ahead despite macro
concerns like debt ceiling and spending cuts. Manufacturing and retail are
expected to see strong growth, as reflected by budgets. The IM business is
expected to return to QoQ growth in 4Q after two quarters as restructuring
is almost complete and client shutdowns are past it. The integrated IM
offering has been accepted well by clients with larger orders and an
enhanced order book reflecting the same. The planned measures like lean
execution, improved efficiencies, best practices, etc are targeted at
improving the profitability profile of the company in FY14. We view the
profitability initiatives positively but will wait for the same to play out,
especially as the macro scene is uncertain. We retain our FY14 EPS estimate
of Rs.44.6 and also the PT of Rs.310. Upgrade the stock to BUY from
ACCUMULATE, post the recent decline.

We met the top management recently. The main takeaways are as under.

Macro uncertain but budgets finalised
 While accepting that, the macro scene is still uncertain, the management has

indicated that, it has not seen any major changes at the micro levels which may
cause concern.

 The top clients of the company are expected to scale up business along expected
lines (the shut-downs in 3Q for most clients were planned).

 US clients have indicated no discomfort ahead of macro concerns like debt ceil-
ing and potential spending cuts. The management has also indicated strong trac-
tion in order bookings and also a healthy pipeline.

 In Europe, the company is increasing its presence in high growth areas like Ger-
many and UK, by investing in business generation initiatives. We expect these
initiatives to yield results in FY14.

 The budgeting cycle for most clients has been completed and Zensar has a fair
visibility for the year, going ahead. We view this with optimism.

 Of the various verticals, manufacturing is expected to see strong growth with
budgets indicating the same. US is expected to witness continued traction in this
vertical.

 Retail is also expected to grow fast with a big pipeline of pent-up demand. We
understand companies are taking initiatives in the digital space within this verti-
cal.

 The Insurance vertical is also expected to see decent growth across geographies.

 Zensar is also seeing traction in new deals.

 It recently won a deal worth nearly Rs2.7bn with Assurant Health, a US-based
health insurance firm. This is one of the largest deal wins for the company.

 As part of the deal, Zensar will provide development, testing, maintenance, en-
hancement and IT support services for a suite of business applications used by
Assurant Health for policy administration, underwriting and claims processing

Summary table

(Rs mn) FY12 FY13E FY14E

Sales  17,826  21,290  22,125
Growth (%) 56.6 19.4 3.9
EBITDA  2,262  2,902  3,016
EBITDA margin (%)  12.7  13.6  13.6
PBT  2,362  2,709  2,806
Net profit  1,586  1,816  1,936
EPS (Rs)  36.5  41.8  44.6
Growth (%)  20.4  14.5  6.6
CEPS (Rs)  44.2  49.4  52.9
BV (Rs/share)  132.7  169.4  208.3
Dividend / share (Rs)  4.5  5.0  5.0
ROE (%)  31.0  27.7  23.6
ROCE (%)  33.4  32.3  28.0
Net cash (debt)  (114)  929  2,296
NW Capital (Days)  32.2  39.0  39.4
P/E (x)  6.7  5.8  5.5
P/BV (x)  1.8  1.4  1.2
EV/Sales (x)  0.6  0.5  0.4
EV/EBITDA (x)  4.7  3.3  2.8

Source: Company, Kotak Securities - Private
Client Research

MANAGEMENT MEET UPDATE

Dipen Shah
dipen.shah@kotak.com
+91 22 6621 6301
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FY14 industry growth of 12-14% reasonable; LT growth drivers to
change
 Dr. Ganesh Natrajan indicated that, the 12% - 14% growth target for IT services

exports in FY14 is reasonable. Higher optimism among clients and quicker deci-
sion making cycles will ensure that the target is achieved.

 However, the components of the growth in the future will change.

 IT services will not be able to grow at the historical rate of 20% and more. The
growth will scale down to about 15% on an average over the next several years.

 Growth will likely be driven by new services and new methods of delivery. BPM,
Products, Frameworks, etc will drive growth.

 New businesses like analytics, cloud, digital and mobility will be the new drivers
of growth and companies not present in these services will likely be left behind.

IM gaining traction; to return to growth in 4Q
 The management explained the strategy for the IM business and for growth

ahead.

 Akibia has been totally integrated within the IM practice of Zensar. The business
has three major components -

 Multi vendor services

This business caters to the need of supporting infrastructure systems of clients,
which have multiple vendors. It forms about 40% of the IM revenues. The clients
find it difficult to approach each vendor for maintaining their systems and gener-
ally prefer to outsource the work to one vendor. Zensar has relations with these
OEMs and is able to service the diverse infrastructure of clients effectively.
Zensar has 2 large warehouses, one each in US and Europe, along with 180
stocking points (part of Akibia), which allows it to support different vendor equip-
ment.

 Security

With networks distributed across geographies and now also being put on cloud,
security has become a major requirement and Zensar acquired this expertise
through Akibia. Security solutions are now provided as a part of the integrated
offerings by Zensar. This business forms 40% of IM revenues.

 Professional services / products

This forms the balance 20% of IM revenues.

 Zensar has now launched 'Total Infrastructure management' solution for its cli-
ents and has already got its first success on the same. Zensar is also focusing on
larger deals while letting go of the smaller ones, which earn lower margins.

 It is also trying to bring a larger proportion of work off-shore, which might result
in softer revenue growth, but will improve margins.

 Zensar had won orders worth only $7mn in 1H, However, it has already received
orders of $20mn in 3Q and has an order book of $105mn worth of large orders.
Including small orders, the pipeline is even larger.

 We view these with optimism and any further large deal wins would make us
positive on the future revenue growth profile.
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No major concerns at micro level, however project delays seen;
Cisco to scale up
 Cisco, the largest client for Zensar, has continued to scale up on the revenue

front, though it had planned shutdown in 3Q.

 Cisco has recently announced further cost consolidation exercise including some
employee rationalization. These initiatives may have a marginal short term im-
pact on Zensar, if at all. On the other hand, Zensar is likely to benefit from the
recent vendor rationalization exercise conducted by Cisco.

 According to the management, Cisco has rationalised its vendor base to cut costs
(Zensar, TCS, Wipro and Accenture were the vendors).

 In this process, Cisco has discontinued work with one of the large Indian vendors
and Zensar is expected to benefit in terms of additional revenues.

 We note that, post Akibia's acquisition, Cisco's contribution to Zensar's revenues
has fallen from the higher levels of about 34% to around 24%. This was one of
the factors limiting additional business from Cisco.

 The management is confident of strong growth from Cisco going ahead because
of cost pressures on Cisco.

 The management maintains that, it has and will further rationalize some of the
accounts which are yielding low margins. This is with a view to re-align the work
force to better yielding projects.

 Cisco is expected to grow by 5% in FY14, according to the management.

Future focus areas
 The management has detailed the four focus areas, which are expected to take

Zensar to an aspirational revenue level of $1bn by FY16.

 These are : IM, BFSI, Healthcare and Manufacturing/Retail/ Distribution.

 IM currently brings in about 32% of the total revenues and Zensar plans to grow
this into a $400mn revenue business by FY12.

 Zensar will target to grow its existing US relationships which growing the RIMS
business in European countries like UK, Germany and Benelux.

 It has also decided to penetrate the Cloud, Social Media and Mobility
(CLOSOMO) markets.

 In IM, the company has already won more than $10mn worth of orders through
the joint value proposition (Zensar and Akibia).

 In Cloud, the partnership with Google has already brought in clients and Zensar
will be providing cloud platforms to them.

 BFSI currently brings in 20% of revenues and the target is to get about $200mn
revenues by FY16.

 The focus of Zensar will be more on Insurance, we believe, where it will likely
use more platform based services.

 The company enjoys strong relationship with its clients that include UBS, Credit
Suisse, Investec, Nomura etc. On the other hand, Akibia has some marquee cus-
tomers like Federal Reserve Bank, JP Morgan chase etc.

 Company plans to cross sell some of its own and Akibia products across globe.
This is also expected to increase the client mining - for instance Nomura is
Zensar's client in Asia Pacific and Akibia's client in USA.

 Manufacturing/Retail/Distribution (MRD) currently brings in 54% of revenues and
is targeted to grow to $300mn by FY16.
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 Currently 25% of the company's revenues and nearly 50% of the MRD revenues
come from the hi-tech companies.

 Zensar is looking at SMEs as an area of growth and will target these through
solutions and platforms.

 Within retail, the focus will be on sub-segments like apparel retail and e-tailing.
The oracle and SAP expertise will lead to new customer engagements, we be-
lieve.

 Healthcare is a relatively new vertical for Zensar. It is currently focused on the
ICD-10 business.

Financial prospects
 We maintain our earnings estimates for Zensar. We assume the rupee to aver-

age Rs.54 per USD in FY13 and 52.5 / USD in FY14.

 Services revenues in USD are expected to rise by 6% in FY13 and 8% in FY14,
on the back of similar volume growths.

 Margins are expected to be sustained at 3Q levels. While the expected rupee
appreciation and further salary hikes in FY14 may impact margins, improved ef-
ficiency post restructuring should help restrict the overall impact.

 We have assumed tax at relatively lower levels of 31% in FY14 because of the
expected increase in revenues from SEZs.

 Consequently, PAT is expected to rise by about 15% in FY13 and by 7% in FY14
to Rs.1.94bn, leading to an EPS of Rs.44.6 in FY14E.

Valuations
 Our DCF based price target is Rs.310 for the stock, based on FY14E earnings.

 We view the business restructuring exercise with optimism, but would like the
initial benefits to play out before becoming more positive on margins. The uncer-
tain macro may also sustain challenges on the revenue front.

 We had recommended an ACCUMULATE on the stock looking at the limited
upside post 3Q results.

 The stock has since come off and now offers 28% upside. We, therefore, up-
grade the stock to BUY. At out TP, FY14E earnings will be discounted by 7x.

 Sustained rise in margins and stable revenue growth profile may lead us to ac-
cord higher valuations to the stock.

Concerns
 A sharp appreciation in the rupee from the current levels may impact our earn-

ings estimates for the company.

 A delayed recovery in major global economies could impact revenue growth of
Zensar.

We recommend BUY on
Zensar Technologies with a

price target of Rs.310
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Trade details of bulk deals

Date Scrip name Name of client Buy/ Quantity Avg.
Sell of shares price

(Rs)

20-Feb Andhra Petro The Andhra Sugars Ltd B  703,501  14.9

20-Feb Astec Bharat Jayamtilal Patel B  119,130  22.5

20-Feb Astec Acira Consultancy Pvt Ltd S  119,677  22.5

20-Feb Birla Shloka Ksm Securities & Finance Pvt Ltd S  161,745  3.3

20-Feb Croitre Inds Accessline Investment Pvt Ltd B  44,527  7.9

20-Feb Croitre Inds Aseem Asrani & Sons HUF S  38,000  7.9

20-Feb Croitre Inds Nikhil Asrani & Sons HUF S  38,100  7.9

20-Feb Croitre Inds Nilesh Satishchandra Pandya B  76,000  7.9

20-Feb Dhenu Buildcon Chirinjee Lal Agarwal B  100,500  150.5

20-Feb Dhenu Buildcon Jyoti Agarwal B  130,450  150.4

20-Feb Dhenu Buildcon Malti Textile Mills Ltd B  100,000  150.5

20-Feb Dhenu Buildcon Ritu Singal S  300,000  150.5

20-Feb Dhenu Buildcon Neeraj Singal S  200,000  150.4

20-Feb Frontline Bsns Jinesh Devendra Bhatt B  110,327  121.1

20-Feb Gujarat Tool Prakash Ghisalal Sharma B  25,500  3.5

20-Feb Gujarat Tool Nirav Manojkumar Vora S  25,500  3.5

20-Feb JRIIIL Dhan Stock & Share Brokers Pvt Ltd. S  195,000  29.0

20-Feb Kadvani Sec Persistent Commodities Tradlink P Ltd B  200,000  43.9

20-Feb Kadvani Sec Share House Pvt Ltd B  125,000  43.9

20-Feb Kesoram Inds Hardik Bharat Patel B  445,742  91.3

20-Feb Kesoram Inds Acira Consultancy Pvt Ltd S  446,047  91.3

20-Feb Liberty Phos Blue Deebaj Chemicals Llc S  140,000  228.5

20-Feb Saya Housing Amit Priyakant Pandya S  15,100  6.5

20-Feb Shree Metalloys Rajendrakumar Radheshyam Kakhani S  64,513  10.5

20-Feb Shree Metalloys Mukesh Radheshyam Kakhani S  89,855  10.3

20-Feb Shree Metalloys Lalitadevi Ashokkumar Kakhani S  36,500  10.5

20-Feb Shree Metalloys Jinal Pratik Kabra B  89,155  10.3

20-Feb Shree Metalloys Dhwani Vishal Maheshwari B  93,813  10.5

20-Feb Softech Inf Vinodry V Donga B  49,060  5.6

20-Feb Sonata Soft Hemendra Mathuradas Kothari B  6,500,000  25.0

20-Feb Sonata Soft Bhupati Investments & Fin Pvt Ltd S  6,500,000  25.0

20-Feb Suryanagri Fin Nezone Biscuits Pvt Ltd B  50,000  25.3

20-Feb Suryanagri Fin Eversafe Promoters Pvt Ltd S  23,000  25.3

20-Feb Suryanagri Fin Suryanagari Securities & investment S  20,000  25.3

20-Feb Vaishnavi Agadhandi Sai Krishna B  240,472  7.2

20-Feb Vaishnavi Sai Nithisha Parvathaneni S  223,149  7.2

20-Feb Venus Power Srinivas Rao Marupudi S  155,925  6.7

Source: BSE

Bulk Deals
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Disclaimer
This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other
person. Persons into whose possession this document may come are required to observe these restrictions.

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed
as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.  It is for the
general information of clients of Kotak Securities Ltd. It does not constitute a personal recommendation or take into account the particular investment ob-
jectives, financial situations, or needs of individual clients.

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness
cannot be guaranteed. Neither Kotak Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The
recipients of this material should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in
this material may go up or down. Past performance is not a guide for future performance. Certain transactions -including those involving futures, options and
other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors.  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.

Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information
discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned
that any forward-looking statements are not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may
make investment decisions that are inconsistent with the recommendations expressed herein.

Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been  pre-
pared by the Private Client Group. The views and opinions expressed in this document  may or may not match or may be contrary with the views,
estimates, rating, target price of the Institutional Equities Research Group of Kotak Securities Limited.

We and our affiliates, officers, directors, and employees world wide 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 a market maker in the financial instruments of the company (ies) discussed herein 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.

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.

No part of this material may be duplicated in any form and/or redistributed without Kotak Securities’ prior written consent.
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Correspondence address: Infinity IT Park, Bldg. No 21, Opp Film City Road, A K Vaidya Marg, Malad (East), Mumbai 400097.
Tel No : 66056825.
Securities and Exchange Board Of India: Registration No's: NSE INB/INF/INE 230808130, BSE INB 010808153/INF 011133230/
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Gainers & Losers Nifty Gainers & Losers
Price (Rs) chg (%) Index points Volume (mn)

Gainers

Reliance Ind  875  3.1  13.6  3.4

Ambuja Cement  200  3.3  1.5  3.3

TCS  1,453  0.6  1.5  1.1

Losers

ICICI Bank  1,122  (0.9)  (3.6)  1.5

ITC  300  (0.6)  (2.8)  7.4

HDFC  820  (0.5)  (1.9)  1.5

Source: Bloomberg
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