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Mastek Ltd. (Mastek)

IndiaNivesh Research is also available on Bloomberg INNS, Thomson First Call, Reuters and Factiva INDNIV.

CMP : Rs.273

Rating : BUY

Target : Rs.550

Current

Rating : BUY

Target : Rs.550

Previous

STOCK INFO

BSE MASTEK
NSE MASTEK
Bloomberg MAST IN
Reuters MAST.BO
Sector IT-Software
Face Value (Rs) 5
Equity Capital (Rs mn) 123
Mkt Cap (Rs mn)-Full 5,977
52w H/L (Rs) 337/133
Avg Daily Vol (BSE+NSE)  660,608

SHAREHOLDING PATTERN %
(as on Sep. 2014)

Institutions 21.3
Others, Incl Public 27.0
Promoters 51.7

Source: BSE

STOCK PERFORMANCE (%) 1m 3m 12m

MASTEK  -1.9  -17.9  88.2
SENSEX  -2.9  1.8  30.4

Source: Capitaline, IndiaNivesh Research

MASTEK v/s SENSEX

Source: Capitaline, IndiaNivesh Research

Mastek Ltd…Acquired Agile Technologies Ltd.

Majesco, Inc. (Majesco) (100% subsidiary of Mastek Ltd) announced the acquisition
of US based Agile Technologies (Agile), an insurance-industry-focused IT consulting
firm with revenues of over $9 mn. However, the company has not disclosed the
details of the deal including acquisition amount. In discussion with the management,
we are of the opinion that 60% of the total deal amount would be paid upfront and
remaining 40% will be paid during the span of three years (performance based).
The deal is likely to be closed by January 2015. Agile services has over 20 customers
with a high quality talent pool of over 50 insurance technology professionals.

Our take
In our view, this acquisition strategy is a forward integration for Majesco Ltd, and
following are the likely synergy accruals:

 The acquisition will enable Majesco to accelerate its global customer support
and growth plans.

 The acquisition will also enable cross selling, as the client base of the
companies are mutually exclusive. Consequently, we could see significant
double-digit growth in the insurance consulting business of Agile going-ahead.
Additionally, the acquisition will also open doors for the Majesco to sell their
insurance platform.

 The acquisition will diversify Majesco’s consulting practice, business process
optimization capabilities and additional technology services including data
architecture strategy & services.

Agile’s current revenue in CY13 was $9 mn, with EBITDA margin higher than the
overall margin of Majesco Ltd. However, the company’s PAT margin was very lumpy
due to higher employee cost and project based revenue. Considering Majesco’s
client base and cross selling opportunity for Agile, we expect significant consistency
on revenue and on PAT front going-ahead.

Highlights of Agile past projects
 Global Data Warehouse for a Global Insurance Provider

 Midwest-Based Excess and Surplus Lines Insurance Carrier

 Midwest Based Non-Standard Automobile Insurance Carrier

 Insurance Carrier of Excess and Surplus lines

 Midwest-Based Non-Standard Automobile Insurance Carrier

 Midwest Based Non-Standard Automobile Insurance Carrier

 Midwest-Based Multi-Peril Crop Insurance Company

 Operational Data Store for Fast-Growing Insurance Company

 Insightful Solution for a Specialty Insurance Carrier

 Global Insurance Provider specializing in Excess and Surplus coverage

 Midwest-Based Multi-Peril Crop Insurance Company

 Document Management System for Global Insurance Brokerage

 Midwest-Based Excess and Surplus Lines Insurance Carrier

 Eastern-Based Bio-medical Device Manufacturer

 Gwinnett County, GA
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Valuations
At CMP of Rs.273, the stock is trading at P/E multiple of 14.3x FY15E and 11.9x
FY16E earnings estimate. In our view, the corporate action is likely to enhance the
overall valuation of the company. The Software and Solutions business net profit
margin (8.7% standalone) was tempered due to lower net margin (1.4% standalone)
in product business. However, excluding product development expenditure, the
insurance vertical net margin stood at ~10.0% (standalone) in FY14. We value
Software & Services business at P/E multiple of 8.5x (TP Rs.139) and Insurance
vertical at M-cap/Sales multiple of 1.8x (TP Rs.411). On consolidated company basis
we arrived at the target price of Rs.550/share with BUY rating.

We are not considering any upside in earnings from Agile Technologies acquisition.
However, this strengthens our view, insurance business is in for re-rating.

 Valuations (Software & Services + Insurance)

Insurance Vertical Valuations (Majesco Ltd.)

Standalone Sales (FY14) Rs Mn Rs. 5,070

Mcap/Sales 
(70% Discount to Guidewire Valuations) 1.8x

Mcap Rs. 9,111

Per Share Price Rs. 410

Software & Services (Mastek Ltd)

Standalone EPS (FY14) Rs Mn Rs. 16

P/E
(In-line with mid-Cap IT Services) 8.5x

Per Share Price Rs. 140

Target Price Rs. 550
Source: Company Filings; IndiaNivesh Research
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Disclosure:
This report has been prepared by IndiaNivesh Securities Private Limited ("INSPL") and published in accordance with the provisions of Regulation 18 of the Securities and Exchange Board of India (Research
Analysts) Regulations, 2014, for use by the recipient as information only and is not for circulation or public distribution. INSPL includes subsidiaries, group and associate companies, promoters, directors,
employees and affiliates. This report is not to be altered, transmitted, reproduced, copied, redistributed, uploaded, published or made available to others, in any form, in whole or in part, for any purpose without
prior written permission from INSPL. The projections and the forecasts described in this report are based upon a number of estimates and assumptions and are inherently subject to significant uncertainties and
contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on which the projections are forecasts were based will not materialize or
will vary significantly from actual results and such variations will likely increase over the period of time. All the projections and forecasts described in this report have been prepared solely by authors of this
report independently. None of the forecasts were prepared with a view towards compliance with published guidelines or generally accepted accounting principles.

This report should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or subscribe to any securities, and neither this report nor anything contained therein shall form the basis of
or be relied upon in connection with any contract or commitment whatsoever. It does not constitute a personal recommendation or take into account the particular investment objective, financial situation or
needs of individual clients. The research analysts of INSPL have adhered to the code of conduct under Regulation 24 (2) of the Securities and Exchange Board of India (Research Analysts) Regulations, 2014. The
recipients of this report must make their own investment decisions, based on their own investment objectives, financial situation or needs and other factors. The recipients should consider and independently
evaluate whether it is suitable for its/ his/ her/their particular circumstances and if necessary, seek professional / financial advice as there is substantial risk of loss. INSPL does not take any responsibility thereof.
Any such recipient shall be responsible for conducting his/her/its/their own investigation and analysis of the information contained or referred to in this report and of evaluating the merits and risks involved in
securities forming the subject matter of this report. The price and value of the investment referred to in this report and income from them may go up as well as down, and investors may realize profit/loss on their
investments. Past performance is not a guide for future performance. Actual results may differ materially from those set forth in the projection.

Except for the historical information contained herein, statements in this report, which contain words such as 'will', 'would', etc., and similar expressions or variations of such words may constitute 'forward-
looking statements'. These forward-looking statements involve a number of risks, uncertainties and other factors that could cause actual results to differ materially from those suggested by the forward-looking
statements. Forward-looking statements are not predictions and may be subject to change without notice. INSPL undertakes no obligation to update forward-looking statements to reflect events or circumstances
after the date thereof. INSPL accepts no liabilities for any loss or damage of any kind arising out of use of this report.

This report has been prepared by INSPL based upon the information available in the public domain and other public sources believed to be reliable. Though utmost care has been taken to ensure its accuracy and
completeness, no representation or warranty, express or implied is made by INSPL that such information is accurate or complete and/or is independently verified. The contents of this report represent the
assumptions and projections of INSPL and INSPL does not guarantee the accuracy or reliability of any projection, assurances or advice made herein. Nothing in this report constitutes investment, legal,
accounting and/or tax advice or a representation that any investment or strategy is suitable or appropriate to recipients' specific circumstances. This report is based / focused on fundamentals of the Company
and forward-looking statements as such, may not match with a report on a company's technical analysis report. This report may not be followed by any specific event update/ follow-up.

Disclosure of Interest Statement

1. Details of business activity of IndiaNivesh Securities Private Limited (INSPL) INSPL is a Stock Broker registered with BSE, NSE and MCX - SX in all the major segments viz. Cash, F & O
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BUY. We expect this stock to deliver more than 15% returns over the next 12 months.
HOLD. We expect this stock to deliver -15% to +15% returns over the next 12 months.
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