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A strong beginning  



Strong set of numbers to begin with

Sterlite Technologies Limited (STL) Highlights:

STL witnessed revenue growth of 17.8% YoY to Rs. 876.9 crores in Q1FY19 from Rs.
744.4 crores in Q1FY18. The order book as at the end of Q1FY19 stands at the highest
ever recorded number of Rs 6,034 crores. The EBITDA increased by 55.9% YoY to
Rs.224.9 crores and the EBITDA margins improved by 680 bps YoY to 27.9% in Q1FY19,
mainly on account of high growth in revenues and better expense management. Net
profit increased by 88.9% YoY to Rs. 129.5 crores and net profit margins increased by
560 bps to 14.8% in Q1FY19 due to lower interest expenses and high operating
margins.

Quarter highlights/ Key concall takeaways:

• STL acquired Metallurgica Bresciana, which will give access to 3mn fkm cabling
capacity, which can be ramped up to 5mn fkm at minimal capex. It will help STL
expand its presence in Europe and improve prospects due to customer proximity.

• Fiber demand remains robust globally due to high fiberization activities being
undertaken. Besides, Europe and China continue to make sustained investment in
FTTX/broadband, etc., resulting in increasing opportunities from these regions.



STL is on the cusp of a high growth phase  

• Recently, STL unveiled a host of new innovative products specifically catering to 5G
and which are future ready. These products have high fiber capacity and low
deployment time.

• Fiber demand & supply remains fairly matched and new capacity additions are
taking place in order to meet the growing demand. As per management, no
irrational addition of capacities has helped to maintain the price.

• Strong order pipeline as of the end of Q1FY19 with the Bharatnet order yet to kick
in provides ample growth opportunities in coming quarters.

Valuation and view:

At the CMP of Rs. 337, STL is trading at FY20E P/E of 22x. We maintain our ‘Buy’ rating
and value the stock at 24x FY21E P/E, resulting in a target price of Rs 441 to be
achieved over a period of 24 months. Robust fiber demand, the advent of 5G
technology, ramp up of technologies, Europe and China’s sustained investment in
FTTX/Fixed broadband and the system integration (SI) division gaining traction drives
our optimism in the stock.



Revenues on an uptrend

STL witnessed revenue growth of 17.8% YoY to Rs. 876.9 crores in Q1FY19 from Rs.
744.4 crores in Q1FY18. On an annual basis, revenues grew from Rs 2,274 crores in FY16
(post demerger) to Rs 3,207.2 crores in FY18, representing a CAGR of 18.7%.

In this quarter, growth was led by the product division as higher OFC capacity utilization
of >90% was achieved. Besides, demand remains strong in the System Integration and
software side as well, further boosting revenues.
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Highest ever EBITDA margins achieved this quarter

The EBITDA increased by 55.9% YoY to Rs.224.9 crores from Rs.157 crores in Q1FY18.
The EBITDA margins improved by 680 bps to 27.9% in Q1FY19 from 21.1% in Q1FY18
mainly on account of controlled operating expenses and higher revenues resulting in
fixed cost benefits.

On an annual basis, the EBITDA grew from Rs 453.3 crores in FY15 to Rs 710.5 crores in
FY18, representing a CAGR of 16.2%. Besides, the EBITDA margins improved from
14.6% in FY15 to 22.4% in FY18 (780 bps).
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Consistently increasing profitability and margins

The PAT increased by 88.9% YoY to Rs. 129.5 crores from Rs. 68.5 crores in Q1FY18. The
PAT margins increased by 560 bps to 14.8% in Q1FY19 on the back of lower interest
expenses and higher operating margins.

On an annual basis, the PAT increased from -39.5 crores in FY14 to 365 crores in FY18.
The demerger of power business and high growth witnessed in the telecom space
helped drive the profitability. Margins too improved from -1.5% in FY14 to 11.5% in
FY18.
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Debt levels are now at comfortable levels 

Debt/equity ratio which was highest at 3.91 times in FY14 have been considerably
reduced to a comfortable level of 1.02 times in FY18. Interest coverage ratio has also
improved from 0.92 times in FY14 to about 5.8 times in FY18. Since, the demerger of
power business, management has placed great emphasis on bringing down the debt
levels to a comfortable level. We further expect the debt/equity ratio to stay below 1.

0

1

2

3

4

5

6

7

FY12 FY13 FY14 FY15 FY16 FY17 FY18

Debt/Equity Interest coverage



High return ratios to sustain

The ROE & ROCE were lowest in FY14 and FY15 due to the loss making power 
business dragging down the overall performance. However, since the demerger of 
the power business in FY15, the return ratios ROE and ROCE are on an uptrend 
increasing, from -0.3% and 5.3% in FY15 to 36.2% and 27.8% in FY18, respectively.

-10.0%

-5.0%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

35.0%

40.0%

FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

RoE (%) RoCE (%)



Financial QoQ

DESCRIPTION Sep-16 Growth Dec-16 Growth Mar-17 Growth Jun-17 Growth Sep-17 Growth Dec-17 Growth Mar-18 Growth Jun-18

Gross Sales 550.65 732.34 707.2 744.4 779.3 835.2 846.6 876.9

Less: Excise Duty

Net Sales 550.65 33% 732.34 -3% 707.2 5% 744.4 5% 779.3 7% 835.2 1% 846.6 4% 876.9

Total Expenditure 448.93 32% 591.83 -8% 544.7 8% 587.36 4% 608.99 4% 633.49 -1% 626.3 1% 632

As a % of sales 81.5% 80.8% 77.0% 78.9% 78.1% 75.9% 74.0% 72.1%

PBIDT (Excl OI) 101.72 38% 140.51 16% 162.4 -3% 157.05 8% 170.27 18% 201.69 9% 220.34 11% 244.89

Operating margin % 18.5% 19.2% 23.0% 21.1% 21.9% 24.1% 26.0% 27.9%

Other Income 7.75 -41% 4.55 -32% 3.1 120% 6.78 27% 8.59 -22% 6.73 155% 17.17 -58% 7.25

Operating Profit 109.47 33% 145.06 14% 165.5 -1% 163.8 9% 178.9 17% 208.4 14% 237.5 6% 252.1

Interest 36.69 -18% 30.08 -19% 24.3 17% 28.52 -15% 24.29 6% 25.74 -2% 25.28 -9% 23.05

Exceptional Items 0 0 0.0 0.0 0.0 0.0 0.0 0.0

PBDT 72.78 114.98 141.2 135.31 154.57 182.68 212.23 229.09

Depreciation 37.77 8% 40.88 9% 44.5 -7% 41.3 6% 43.7 3% 44.8 17% 52.5 -15% 44.8

PBT 35.01 112% 74.1 31% 96.7 -3% 94.05 18% 110.9 24% 137.89 16% 159.74 15% 184.3

Tax -21.06 -193% 19.68 42% 27.9 -9% 25.5 28% 32.7 18% 38.7 -6% 36.2 51% 54.8

Profit After Tax 56.07 -3% 54.42 26% 68.8 0% 68.53 14% 78.16 27% 99.2 25% 123.54 5% 129.46

Net profit margin % 10.2% 7.4% 9.7% 9.2% 10.0% 11.9% 14.6% 14.8%



Financial YoY

DESCRIPTION Mar-11 Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 Mar-17 Mar-18

Gross Sales 2316.3 2698.9 3180.5 2670.1 3270.4 2274.9 2593.6 3207.2

Less: Excise Duty 54.1 77.2 88.2 106.3 173.3 130.9 144.7 28.38

Net Sales 2262.1 2621.8 3092.3 2563.9 3097.1 2144.0 2448.9 3178.8

Expenditure :

Increase/Decrease in Stock -27.4 -58.1 5.6 -21.5 -34.3 -10.9 -107.2 14.12

Raw Material Consumed 1585.0 1855.0 2090.6 1592.8 1854.7 972.6 1105.8 1251.1

Power & Fuel Cost 96.9 127.3 133.2 126.0 110.2 82.9 96.4 98.98

Employee Cost 82.6 99.8 124.7 142.6 175.9 205.1 298.6 348.79

Other Manufacturing Expenses 109.9 150.0 191.6 181.5 204.0 174.9 199.8 206.03

General and Administration Expenses 25.4 33.2 45.3 45.9 55.1 59.8 132.9 151.43

Selling and Distribution Expenses 88.2 95.4 99.1 83.4 105.2 75.2 67.5 95.96

Miscellaneous Expenses 36.1 130.6 179.4 140.2 173.0 177.8 170.4 301.93

Total Expenditure 1996.6 2433.2 2869.5 2290.8 2643.7 1737.3 1964.2 2468.3

As a % of sales 88.3% 92.8% 92.8% 89.3% 85.4% 81.0% 80.2% 77.6%

Operating Profit (Excl OI) 265.5 188.6 222.9 273.1 453.3 406.7 484.7 710.5

EBITDA Margin 11.7% 7.2% 7.2% 10.7% 14.6% 19.0% 19.8% 22.4%

Other Income 15.0 27.1 15.3 22.5 57.3 63.5 23.5 39.27

Operating Profit 280.5 215.7 238.1 295.6 510.6 470.2 508.2 749.77

Interest 45.2 92.4 106.3 179.8 326.9 119.2 122.9 103.83

PBDT 235.3 123.3 131.9 115.8 183.7 351.0 385.2 645.94

Depreciation 56.0 71.5 89.1 131.0 183.6 126.0 125.0 147.74

Profit Before Taxation & Exceptional Items 179.3 51.8 42.8 -15.2 0.1 225.0 260.2 498.2

Exceptional Income / Expenses 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Profit Before Tax 179.3 51.8 42.8 -15.2 0.1 225.0 260.2 498.2

Provision for Tax 38.0 12.9 18.3 24.3 3.7 65.2 39.7 133.15

Profit After Tax 141.4 38.9 24.5 -39.5 -3.6 159.8 220.5 365.05

Net profit margin 6.2% 1.5% 0.8% -1.5% -0.1% 7.5% 9.0% 11.5%



P/B

P/E & P/B Trends for the upcoming Years 
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