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  Zensar Technologies is a leading India-based software and 

infrastructure services provider.  With over 6,800 associates, and 

a presence across the US, the UK, Europe, the Middle East, Africa, 

Singapore, China and Australia, the Company delivers 

comprehensive services for Mission-critical Applications, 

Enterprise Applications, Infrastructure Management, Business 

Intelligence and Analytics, Customer Relationship Management, 

Business Process Management and Digital Enterprise Services. 

 

 The company has registered decent results for the quarter ending 

December 2014. The revenues from operations grew by about 

21% to Rs.720 crores vs. Rs.594 cr. in the year ago quarter while it 

grew ~10% q-o-q. Operating profit climbed sharply by 20.63% at 

Rs.105.51 crores as against Rs.87.26 crores in the previous year 

quarter. The adjusted net profit stood at Rs.69.52 crore for the 

quarter as against Rs.50.71 crore; registering a sharp growth of 

~37%.Profitability has been negatively impacted by INR 10.2Cr 

due to customer furloughs. Not including Professional Access, 

Zensar has recorded QoQ revenue growth of 5% in INR terms 

and 4% in constant currency terms.  

 
 The Application Management services grew sharply by 29% at 

Rs.497.64 crores y-o-y. Products & Licences business revenues 

grew ~28% at Rs.89.10 crores from Rs.69.69 crores y-o-y while 

Infrastructure management business witnessed a fall y-o-y. US, 

Europe and Africa continue to be the key markets while India has 

clocked over 100% both quarter-on-quarter and year-on-year 

growth in INR terms.  

Valuation 
 

Strong growth across all the geographies, inorganic growth 

opportunities, large deal wins, continuing growth in Professional 

Access, improving utilization and focus on key areas of growth are 

the key growth drivers for Zensar Technologies Ltd. We believe the 

company is trading at an attractive valuation at 10.07x and 8.59x of 

FY15EPS of Rs.61.94 and FY16EPS of Rs.72.59. We initiate a ‘BUY’ on 

the stock with a target price of Rs.780 (appreciation of about 25%) 

with the medium to long term investment horizon.  
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Business Details 

Zensar Technologies is a leading software and infrastructure services partner of choice for global organisations 

looking to strategically transform, grow, and lead in today's challenging business environment. Backed by a strong 

track-record of innovation, near 7000 associates and a footprint in more than 20 global locations, Zensar's 

comprehensive range of software services and solutions enable its 400+ forward-looking customers to cross new 

thresholds of business performance. Zensar helps companies transform their business through innovative software 

services and solutions to their business problems and through transformational digital initiatives.  

Zensar is the world's first enterprise-wide SEI CMM Level 5 

Company. Zensar has a services portfolio that ranges from the 

traditional to the transformational - across service lines of 

Consulting, Business Application Services, Enterprise Solutions, 

Enterprise Collaboration Services, Testing and Assurance 

Services, BPM, Infrastructure Management Services and Digital 

Enterprise. Zensar's experience across industries of Retail, 

Manufacturing, Banking, Financial Services, Insurance, and a 

few other industries translate into a differentiated value 

proposition and faster time to-market for clients. Itscapability in 

infrastructure-oriented services ranges from remote 

infrastructure management to end user computing to data 

centre services and security and compliance. Zensar is now 

leading the way in powering next generation enterprises with its social media, mobility, analytics and cloud solutions. 

 

Zensar operates in the US, Europe, Africa, Middle East, Singapore 

and Australia regions and has delivery centres in India (Pune, 

Hyderabad and Bangalore), China, UK, Africa (Johannesburg), 

Amsterdam and US (Westborough). Most of the Company’s 

clients comprise Fortune 1000 companies; 85% of the revenues are 

derived from the top-35 clients; and a similar per cent of the 

revenues are derived from clients working with the Company for 

five years or longer. 

 

Zensar's lasting relationships with customers like Cisco, National 

Grid, Fujitsu, Marks and Spencer, Danaher Corporation, 

Electronic Arts and Logitech among others. Zensar has also 

forged strategic technology partnerships with global technology leaders such as IBM, Microsoft, Sun Microsystems 

and Oracle. These partnerships enable Zensar to leverage its core competencies, ensuring comprehensive and state-of-

the-art business solutions to its customers. 
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Strong growth outlook    

 

Zensar sees good growth in the coming quarter across all geographies, all verticals and all applications. For FY16 it 

aims at over 15% growth and to get back to double-digit profit after tax backed by profitable infrastructure 

management business and strong growth trajectory for enterprise business. Margins under the IM business continue to 

improve and 76 percent of the enterprise business comes from US which is a on a high growth trajectory. The 

Company focuses to strengthen Infrastructure, enterprise and application and digital which is a big core focus area for 

all the geographies. Zensar continues to look at inorganic opportunities. It is looking for some good companies to 

strengthen its SAP capabilities, product engineering etc. but at the same time don’t expect big bang acquisition in the 

next four to six quarters unless a high value addition strategic opportunity. Further, tax rate for the year end will be 

around 30-31 percent and next year the company expects to be in between 29 to 30 percent. Overall, industry beating 

revenue growth in FY16 with substantial improvement in margins looks achievable for the company.  

  

 

 

 

Robust deal pipeline   

 

The order pipeline for the company looks very robust. As of 

December the order pipeline was just over $350 million roughly 

$200 million is in the Enterprise phase, $150 million is in 

Infrastructure business and the PA pipeline itself is about $20-

25 million. Some of these deals both from existing and new 

clients are fairly large deals. The company aims at building a 

good order book next year after closing these deals.  
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Strategic acquisition of Professional Access   

 

In august 2014, Zensar Technologies has purchased the 

business of Professional Access Software Development 

after acquiring of 100% of the outstanding equity shares of 

Professional Access, a company registered in USA by 

Zensar Technologies Inc., it's wholly owned subsidiary 

company in USA. PA is one of the largest Oracle ATG and 

Endeca partners in the world. It is an Oracle Platinum 

partner with presence in US, UK, Latin America, Middle 

East and Africa. It works with some top retailers in the 

world like Walmart, Kohl’s, Sam’s club etc. This acquisition 

furthers Zensar's mission to strengthen its dominant 

position in the critical and fast growing Oracle e-Commerce space by combining Zensar's Oracle EBS, Oracle Retail 

and Fusion Middleware solutions for global clients. With this, Zensar is well positioned to deliver solutions that can 

transform the future of e-Commerce around the world. Recently, Professional Access has launched PARADE, a 

preconfigured and feature-rich B2C Commerce accelerator for deploying Oracle Commerce. PARADE, or Professional 

Access Rapid Application Deployment Environment, is designed to deploy the Oracle Commerce suite-including the 

Oracle Commerce platform, Oracle Guided Search and Oracle Experience Manager (erstwhile ATG and Endeca 

technologies)-within a short period of time. It has seen significant traction especially in emerging geographies where 

retailers are looking for a quick launch on a strong foundation, and then build and evolve their eCommerce 

capabilities over a multi-year roadmap.  

  

Focus on Digital space   

 

The investments made in last 12 months in both digital and e-commerce space has resulted in good opportunities and 

is expected to do well going forward too. The Company aims its digital space to contribute 20% of its revenues over 

the next two to three years. It aims to grow the digital and e-commerce business at 20% plus every year for the next 

three-four years considering the pipeline and the trends in market place The company has brought together product 

startups in the new age technology areas of Social, Mobility, Analytics and Cloud in India, evaluating their 

innovations, to help take the shortlisted products global.  
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      Consolidated Profit & Loss Account                              
                                                                                                                                                           Rs. Crore  

Particulars FY12 FY13 FY14 FY15E FY16E 

Net sales 1794.21 2128.81 2336.37 2714.86 3108.51 

Growth 
 

18.65% 9.75% 16.20% 14.50% 

Expenditure 1545.23 1828.52 1972.66 2310.34 2632.91 

EBITDA 248.98 300.29 363.71 404.51 475.60 

Growth 
 

20.61% 21.12% 11.22% 17.57% 

EBITDA margin 13.88% 14.11% 15.57% 14.90% 15.30% 

Other income 30.07 3.42 24.73 35.29 40.41 

Depreciation & Amortisation 33.34 33.16 38.30 44.02 47.82 

EBIT 245.71 270.55 350.14 395.79 468.19 

EBIT margin 13.69% 12.71% 14.99% 14.58% 15.06% 

Interest 9.34 9.95 10.28 9.05 8.48 

PBT 236.37 260.60 339.86 386.74 459.71 

Tax 77.66 86.07 102.33 112.15 137.91 

PAT 158.71 174.53 237.52 274.58 321.80 

Share of Associates 0.00 0.00 0.00 0.00 0.00 

Minority Interest 0.00 0.00 0.00 0.00 0.00 

Adjusted PAT 158.71 174.53 237.52 274.58 321.80 

Growth 
 

9.97 36.09 15.60 17.20 

Net Profit margins 8.85 8.20 10.17 10.11 10.35 

Exceptional item 0.00 0.00 0.00 159.92 0.00 

Reported PAT 158.71 174.53 237.52 434.50 321.80 

Equity Shares 4.34 4.36 4.38 4.43 4.43 

Adjusted EPS 36.56 40.05 54.27 61.94 72.59 
           

             Ratios 

Particulars FY12 FY13 FY14 FY15E FY16E 

Return on Equity  27.56 23.94 25.12 23.43 22.34 

Return on Capital employed  29.86 29.17 31.45 29.92 29.60 

Debt/Equity 0.43 0.27 0.18 0.13 0.10 

Asset turnover 1.49 1.69 1.57 1.54 1.46 

Current Ratio 1.96 2.40 2.38 2.42 2.45 

Book value per share 132.67 167.25 216.03 264.35 324.95 

Interest coverage 26.29  27.20  34.07  43.73  55.21  
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              Balance Sheet  
                                                                                                                                                      Rs. Crore 

Particulars FY12 FY13 FY14 FY15E FY16E 

Share Capital 43.41 43.58 43.77 44.33 44.33 

Share application money 0.00 0.00 0.00 0.00 0.00 

Reserves & Surplus 532.51 685.32 901.73 1,127.55 1,396.19 

Shareholders funds 575.92 728.90 945.50 1171.88 1440.52 

Borrowings 246.94 198.62 167.88 150.83 141.30 

Deferred tax liability 0.00 0.00  0.00  0.00  0.00  

Minority Interest 0.00 0.00 1.10 0.00 0.00 

Sources of funds 822.86 927.52 1114.48 1322.71 1581.82 

Gross block 604.49 634.07 653.52 733.75 797.05 

Accumulated Depreciation 226.87 237.22 232.00 276.02 323.84 

Net block 377.62 396.84 421.52 457.73 473.21 

Capital WIP 2.71 2.46 2.06 8.80 15.14 

Investments 47.77 42.50 148.60 205.78 279.98 

Deffered tax assets 23.57 24.31 30.41 30.41 30.41 

Goodwill on consolidation 0.00 0.00 0.00 0.00 0.00 

Inventories 94.98 104.89 128.78 147.92 185.24 

Sundry debtors 291.07 335.41 358.13 433.20 542.48 

Cash and bank balance 174.48 142.04 145.81 179.62 224.93 

Other current assets 65.40 93.74 139.20 158.49 211.70 

Loans and advances 130.39 115.04 111.40 137.36 158.77 

Total current assets 756.33 791.12 883.31 1056.59 1323.11 

Current liabilities  and 
provisions 385.14 329.71 371.43 436.61 540.04 

Net current assets 371.19 461.41 511.88 619.98 783.06 

Misc exp  0.00 0.00 0.00 0.00 0.00 

Uses of funds 822.86 927.52 1,114.48 1,322.71 1,581.82 
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                                      Consolidated Quarterly Financial Highlights 

Rs. Crore 

Particulars  Q3FY15 Q3FY14 Q2FY15 YoY% QoQ% 

Revenues 719.87 594.06 655.88 21.18 9.76 

Expenditures 614.36 506.80 556.36 20.63 10.42 

Operating Profit 105.51 87.26 99.52 21.61 6.02 

Adjusted Net Profit 69.52 50.71 67.31 37.09 3.28 

OPM% 14.66 14.69 15.17 (3bps) (51bps) 

NPM % 9.66 8.54 10.26 112bps (60bps) 

Adjusted EPS* 15.81 11.53 15.31 37.12 3.27 
                                                                                               *Adjusted for current no. of equity shares 

 

                                                              Past Price movement of the stock 
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HEM SECURITIES LIMITED 

MEMBER-BSE,CDSL, SEBI REGISTERED CATEGORY I MERCHANT BANKER 

 

                    MUMBAI OFFICE: 14/15, KHATAU BLDG., IST FLOOR, 40, BANK STREET, FORT, MUMBAI-400001 

                                                 PHONE- 0091 22 2267 1000                                            FAX- 0091 22 2262 5991 

             

                      JAIPUR OFFICE: 203-204, JAIPUR TOWERS, M I ROAD, JAIPUR-302001 

                                                    PHONE- 0091 141 405 1000                                             FAX- 0091 141 510 1757 

 

GROUP COMPANIES 

HEM FINLEASE PRIVATE LIMITED 
MEMBER-NSE 

HEM MULTI COMMODITIES PRIVATE LIMITED 
MEMBER-NCDEX, MCX 

HEM FINANCIAL SERVICES LIMITED 
NBFC REGISTERED WITH RBI 
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Disclaimer & Disclosure: This document is prepared for our clients only, on the basis of publicly available information 
and other sources believed to be reliable. Whilst we are not soliciting any action based on this information, all care 
has been taken to ensure that the facts are accurate, fair and reasonable. This information is not intended as an offer 
or solicitation for the purchase or sell of any financial instrument and at any point should not be considered as an 
investment advise. Reader is requested to rely on his own decision and may take independent professional advise 
before investing. Hem Securities Limited, Hem Finlease Private Limited, Hem Multi Commodities Pvt. Limited, 
Directors and any of its employees shall not be responsible for the content. The person accessing this information 
specifically agrees to exempt Hem Securities Limited, Hem Finlease Private Limited, Hem Multi Commodities Pvt. 
Limited or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and 
further agrees to hold Hem Securities Limited, Hem Finlease Private Limited, Hem Multi Commodities Pvt. Limited or 
any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by 
the person accessing this information due to any errors and delays. The companies and its affiliates, officers, directors, 
and employees, including persons involved in the preparation or issuance of this material may from time to time, have 
long or short positions in, and buy or sell the securities there of, company (ies) mentioned here in and the same have 
acted upon or used the information prior to, or immediately following the publication.  
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