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   RESULTS FIRST LOOK  

   

Tulip reported reasonable 4Q results, with revenue/EBITDA growth of 20% y-y and margins improving by 70bps q-q to 
29.2%, realising some benefits of fibre rollout. Fibre is now 80% of the connectivity order mix, and data centers are 
also seeing traction and were 21% of the order book in 4Q. No doubt business transformation takes time and can be 
challenging. Tulip also has big ambitions (fibre rollout/data centre buy) and execution is critical, in our view. The 
current inexpensive valuation of 8x FY12F P/E and 5x EV/EBITDA is not building in potential medium-term upside, we 
believe. BUY. 
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4QFY11 - broadly in line, margin continues to rise 
•    Earnings vs. our Forecast: IN LINE 

Likely Impact: 

•    Earnings Estimates: NO CHANGE 

•    Dividend Estimates: NO CHANGE 

•    Price Target: NO CHANGE 

•    Long-term View: CONFIRMED 
 
ABOVE OR BELOW EXPECTATIONS?  4Q11 revenues were in-line, while EBITDA was 2% higher. However, NPAT was 
slightly below our expectations, but on account of D&A and taxes.  
  
WHAT DOES THE RESULT MEAN?  

·         Revenue momentum picked up in 2H with growth of slightly over 20% y-y (vs 19% in 1H). Tulip believes growth 
should exceed 20% as fibre becomes a larger portion of the connectivity business. Fiber now accounts for 80% of the 
incoming order mix in the last mile connectivity business. The cost benefit from transition to fibre is becoming more 
visible with margins improving by 70bps q-q to 29.2%. Y-Y, margins improved 150bps for FY2011 as cost of sales fell 
further to 64.7% of sales. EBITDA also included INR9mn in losses from the new DC investment.  

·         In 4Q11, managed services (ie, the data center business) accounted for 21% of the order book, indicating traction in 
this segment. Tulip is targeting 75k sq ft occupancy in the first year for the DC (or roughly 17% assuming 50% of 
space is usable).  

·         Capex for the full year has come in slightly above management’s guidance of INR4-5bn at INR5.3bn. This could likely 
include some investment in the DC as well. D&A also rose q-q to 7.5% of sales. 

  
ANY CHANGE TO GUIDANCE? No. Conf call is at 2.30pm India time tomorrow. 
  
LIKELY STOCK REACTION:  Flat to up. 
  
KEY NUMBERS:   

·         For 4Q11, consolidated revenue grew 20% y-y to INR6.4bn. EBITDA grew 21% y-y to INR1.9bn. Margins improved 
sequentially once again by 70bps to 29.2%.In the last 3 quarters, margins have risen by 150bps. 

·         Normalising for the positive D&A adjustment in 4Q10 (of INR250mn), we estimate earnings rose 33% y-y. Tulip 
declared a dividend of INR1.6 per share. 

·         For the full year, revenue rose 20% to INR23.5bn, while EBITDA went up by 26% to INR6.6bn.  
·         Net debt to EBITDA at the end of 4Q was at 1.9x.  
·         Data connectivity led the order book with 68% contribution, followed by managed services with 21%, which includes 

data centres. The rest was contributed by network integration.  
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Valuation Methodology and Investment Risks: Our PT of INR230 is driven off a WACC of 12.3% and growth of 3%. We also factor in 
50% of the value of the data center business. Downside risks include an increase in competition and slower-than-expected progress in fibre. 

Note: Ratings and Price Targets are as of the date of the most recently published report (http://www.nomura.com/research) rather than the 
date of this email. 
  
Results First Look is the analyst's preliminary interpretation of the results announcement. Our recommendation and earnings estimates are 
not beingchanged in this report. Any formal changes to our recommendation or earnings estimates will be made in a subsequent report, 
which may differ from the preliminary views expressed in this report. 
  
New force in Research: Global from east to west 
   
Nomura Equity Research website:  http://www.nomura.com/research  
Nomura Strategy website:  https://apps.nomuranow.com/EQS  
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We, Neeraja Natarajan, Sachin Gupta, CFA and Pankaj Suri, hereby certify (1) that the views expressed in this Research report accurately reflect our 
personal views about any or all of the subject securities or issuers referred to in this Research report, (2) no part of our compensation was, is or will be directly 
or indirectly related to the specific recommendations or views expressed in this Research report and (3) no part of our compensation is tied to any specific 
investment banking transactions performed by Nomura Securities International, Inc., Nomura International plc or any other Nomura Group company.  

 
Issuer Specific Regulatory Disclosures 
Mentioned companies 
  
Issuer name Ticker Price Price date Stock rating Disclosures 
Tulip Telecom  TTSL IN  162.45 INR  12 May 2011  Buy     

 
Previous Rating 
  
Issuer name Previous Rating Date of change 
Tulip Telecom  Not Rated  03 Dec 2010   

 

Tulip Telecom (TTSL IN) 162.45 INR (12 May 2011) 
R ating and target price chart (three year history) 

Buy 

 

Date Rating Target price Closing price 
03-Dec-2010  230.00 178.10 
0 3-Dec-2010 Buy  178.10 

For explanation of ratings refer to the stock rating keys located after chart(s)  

 
Important Disclosures 
Online availability of research and additional conflict-of-interest disclosures 
Nomura Japanese Equity Research is available electronically for clients in the US on NOMURA.COM, REUTERS, BLOOMBERG and THOMSON ONE 
ANALYTICS. For clients in Europe, Japan and elsewhere in Asia it is available on NOMURA.COM, REUTERS and BLOOMBERG. 
Important disclosures may be accessed through the left hand side of the Nomura Disclosure web page http://www.nomura.com/research or requested from 
Nomura Securities International, Inc., on 1-877-865-5752. If you have any difficulties with the website, please email grpsupport-eu@nomura.com for technical 
assistance. 
  
The analysts responsible for preparing this report have received compensation based upon various factors including the firm's total revenues, a portion of 
which is generated by Investment Banking activities. 
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effort in the sector for which they have coverage. Industry Specialists do not contribute in any manner to the content of research reports in which their names 
appear. 
Marketing Analysts identified in some Nomura research reports are research analysts employed by Nomura International plc who are primarily responsible for 
marketing Nomura’s Equity Research product in the sector for which they have coverage. Marketing Analysts may also contribute to research reports in which 
their names appear and publish research on their sector. 
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49% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 37% of companies with this rating are 
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40% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 46% of companies with this rating are 
investment banking clients of the Nomura Group*.  
11% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 16% of companies with this rating are 
investment banking clients of the Nomura Group*. 
As at 31 March 2011. 
*The Nomura Group as defined in the Disclaimer section at the end of this report. 
  
Explanation of Nomura's equity research rating system in Europe, Middle East and Africa, US and Latin America for ratings 
published from 27 October 2008 
The rating system is a relative system indicating expected performance against a specific benchmark identified for each individual stock. Analysts may also 
indicate absolute upside to target price defined as (fair value - current price)/current price, subject to limited management discretion. In most cases, the fair 
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STOCKS 
A rating of 'Buy', indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. 
A rating of 'Neutral', indicates that the analyst expects the stock to perform in line with the Benchmark over the next 12 months. 
A rating of 'Reduce', indicates that the analyst expects the stock to underperform the Benchmark over the next 12 months. 
A rating of 'Suspended', indicates that the rating and target price have been suspended temporarily to comply with applicable regulations and/or firm policies 
in certain circumstances including when Nomura is acting in an advisory capacity in a merger or strategic transaction involving the company. 
Benchmarks are as follows: United States/Europe: Please see valuation methodologies for explanations of relevant benchmarks for stocks (accessible 
through the left hand side of the Nomura Disclosure web page: http://www.nomura.com/research);Global Emerging Markets (ex-Asia): MSCI Emerging 
Markets ex-Asia, unless otherwise stated in the valuation methodology. 
 
SECTORS 
A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during the next 12 months. 
A 'Neutral' stance, indicates that the analyst expects the sector to perform in line with the Benchmark during the next 12 months. 
A 'Bearish' stance, indicates that the analyst expects the sector to underperform the Benchmark during the next 12 months. 
Benchmarks are as follows: United States: S&P 500; Europe: Dow Jones STOXX 600; Global Emerging Markets (ex-Asia): MSCI Emerging Markets ex-
Asia. 
 
Explanation of Nomura's equity research rating system for Asian companies under coverage ex Japan published from 30 October 
2008 and in Japan from 6 January 2009 
STOCKS 
Stock recommendations are based on absolute valuation upside (downside), which is defined as (Target Price - Current Price) / Current Price, subject to 
limited management discretion. In most cases, the Target Price will equal the analyst's 12-month intrinsic valuation of the stock, based on an appropriate 
valuation methodology such as discounted cash flow, multiple analysis, etc. 
A 'Buy' recommendation indicates that potential upside is 15% or more. 
A 'Neutral' recommendation indicates that potential upside is less than 15% or downside is less than 5%. 
A 'Reduce' recommendation indicates that potential downside is 5% or more. 
A rating of 'Suspended' indicates that the rating and target price have been suspended temporarily to comply with applicable regulations and/or firm policies 
in certain circumstances including when Nomura is acting in an advisory capacity in a merger or strategic transaction involving the subject company. 
Securities and/or companies that are labelled as 'Not rated' or shown as 'No rating' are not in regular research coverage of the Nomura entity identified in the 
top banner. Investors should not expect continuing or additional information from Nomura relating to such securities and/or companies. 
 
SECTORS 
A 'Bullish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a positive absolute 
recommendation. 
A 'Neutral' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a neutral absolute 
recommendation. 
A 'Bearish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a negative absolute 
recommendation. 
  
Explanation of Nomura's equity research rating system in Japan published prior to 6 January 2009 (and ratings in Europe, Middle 
East and Africa, US and Latin America published prior to 27 October 2008) 
STOCKS 
A rating of '1' or 'Strong buy', indicates that the analyst expects the stock to outperform the Benchmark by 15% or more over the next six months. 
A rating of '2' or 'Buy', indicates that the analyst expects the stock to outperform the Benchmark by 5% or more but less than 15% over the next six months. 
A rating of '3' or 'Neutral', indicates that the analyst expects the stock to either outperform or underperform the Benchmark by less than 5% over the next six 
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A rating of '4' or 'Reduce', indicates that the analyst expects the stock to underperform the Benchmark by 5% or more but less than 15% over the next six 
months. 
A rating of '5' or 'Sell', indicates that the analyst expects the stock to underperform the Benchmark by 15% or more over the next six months. 
Stocks labeled 'Not rated' or shown as 'No rating' are not in Nomura's regular research coverage. Nomura might not publish additional research reports 
concerning this company, and it undertakes no obligation to update the analysis, estimates, projections, conclusions or other information contained herein. 
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A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during the next six months. 
A 'Neutral' stance, indicates that the analyst expects the sector to perform in line with the Benchmark during the next six months. 
A 'Bearish' stance, indicates that the analyst expects the sector to underperform the Benchmark during the next six months. 
Benchmarks are as follows: Japan: TOPIX; United States: S&P 500, MSCI World Technology Hardware & Equipment; Europe, by sector - 
Hardware/Semiconductors: FTSE W Europe IT Hardware; Telecoms: FTSE W Europe Business Services; Business Services: FTSE W Europe; Auto & 
Components: FTSE W Europe Auto & Parts; Communications equipment: FTSE W Europe IT Hardware; Ecology Focus: Bloomberg World Energy Alternate 
Sources; Global Emerging Markets: MSCI Emerging Markets ex-Asia. 
 
Explanation of Nomura's equity research rating system for Asian companies under coverage ex Japan published prior to 30 
October 2008 
STOCKS 
Stock recommendations are based on absolute valuation upside (downside), which is defined as (Fair Value - Current Price)/Current Price, subject to limited 
management discretion. In most cases, the Fair Value will equal the analyst's assessment of the current intrinsic fair value of the stock using an appropriate 
valuation methodology such as Discounted Cash Flow or Multiple analysis etc. However, if the analyst doesn't think the market will revalue the stock over the 
specified time horizon due to a lack of events or catalysts, then the fair value may differ from the intrinsic fair value. In most cases, therefore, our 
recommendation is an assessment of the difference between current market price and our estimate of current intrinsic fair value. Recommendations are set 
with a 6-12 month horizon unless specified otherwise. Accordingly, within this horizon, price volatility may cause the actual upside or downside based on the 
prevailing market price to differ from the upside or downside implied by the recommendation. 
A 'Strong buy' recommendation indicates that upside is more than 20%. 
A 'Buy' recommendation indicates that upside is between 10% and 20%. 
A 'Neutral' recommendation indicates that upside or downside is less than 10%. 
A 'Reduce' recommendation indicates that downside is between 10% and 20%. 
A 'Sell' recommendation indicates that downside is more than 20%. 
 
SECTORS 
A 'Bullish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a positive absolute 
recommendation. 
A 'Neutral' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a neutral absolute 
recommendation. 
A 'Bearish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a negative absolute 
recommendation. 
  
Target Price 
A Target Price, if discussed, reflect in part the analyst's estimates for the company's earnings. The achievement of any target price may be impeded by 
general market and macroeconomic trends, and by other risks related to the company or the market, and may not occur if the company's earnings differ from 
estimates.  
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requirements of such Act. Unless governing law permits otherwise, you must contact a Nomura entity in your home jurisdiction if you want to use our services 
in effecting a transaction in the securities mentioned in this material. 
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as defined by the FSA, or take into account the particular investment objectives, financial situations, or needs of individual investors. It is intended only for 
investors who are 'eligible counterparties' or 'professional clients' as defined by the FSA, and may not, therefore, be redistributed to retail clients as defined by 
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