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Sonata Software Ltd GL*BE

money must grow

Sonata Software Limited is an information technology (IT) services and
solutions company. The Company's primary segments are based on NBFC
geographical areas, and include Domestic (India) and International (Rest of CMP (Rs.) 321
the world). Its secondary segment comprises business segments, products
and services. It provides solutions for travel, retail and distribution, and Target Price (Rs.) 425
software product companies by integrating technologies, such as Omni-
channel commerce, mobility, analytics, cloud and enterprise resource NIFTY 11450
lanning. Its operations include software development, technical services
Snd prc?duct mparketing. It is involved in the proF\)/ision of IT services and 52 Week H/L 354/148
solutions to its customers, and distribution of software products in India. Market Cap (Cr.) 3380
Its services include application lifecycle services, which deliver application
management with facilities, such as application development and P/E (ttm) 13
application migration; retail IT services, such as Dynamics AX retail, and
tepc%nology infrgastructure services. ! EPS (ttm) 25
Key Triggers: P/BV (ttm) 4.9
1. Comfortable business risk profile, driven by established market
position: Sonata Software has an established position in the IT Book Value (ttm) 63.6
services sector, and is one of the leading players catering to the Indust T
travel, tourism, and logistics verticals. It also services the naustry
manufacturing, retail, and consumer packaged goods verticals, and
offers outsourced research and development services to
independent software vendors. The company is also building Shareholding Pattern (%)
capability to cater to the fast-growing social, mobility, analytics,
and cloud (SMAC) solutions space. It operates a software June 20 March
distribution business for companies such as Microsoft, Oracle, and 20
IBM. It has longstanding relationships with customers and has been Promoters 2817 2817
actively adding clients.
2. High dividend payout: Sonata Software is one of the highest Non Promoter- Non Public 1.19 1.19
dividend payers in the market, with current dividend yield standing .
at 6.5%. SONATSOFTW has also been regularly increasing its Public 70.64 70.64
dividend payments to shareholders over the past decade. Total 100 100
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3. Strong financial risk profile Sonata Software has a net worth
of 670 cr with a debt to equity ratio of 0.13. as on mar'20 sonata

software has a free cash flow from operations of 369 cr which  sales Growth 12% 16% 17% 16% 2%
sustains its intention to expand through acquisitions in

complementary service lines. Also, company has an above OPM 9% 10% 10% 10% 9%
average ROCE and ROE at 57% & 37% respectively, reflection Avg. PE 10.5 11.2 11.7 12.5 12.7

effective capital allocation by management.
Growth drivers: EBITDA,PBT and PAT = last 12 gquarters
1. Platform led digital transformation ] International Services |
2. Alliance with Microsoft Internatisnad Services EBITOA Intoreational Services PAT
Valuation & View:

With a Strong liquidity position along with its free cash flows to
fund the capital requirements and strategic alliance with premium IT
companies stock commands a premium financial valuation. At the I

market price of 321, stock is trading at a ttm P/E multiple of 13

times. We maintain a positive view with target price of Rs 425 | Domestic Dushiess
in medium to long term supported by recovery in orders from
key customers, moderate client addition and strong financial

risk profile. . -, N : , = Ia
T RO TR I|
. IVoIatiIity in Currency I l I I I l I

* Geographical Revenue concentration

Intermational Services PAT
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Chart comparison with Sensex

Peer Comparison: g 110
£ 100
ETI T AT
Sonata Software 321 12.7 3380 ;é ;g
ZENSARTECH 179 2.5 16.1 4035 = 02/10/19 01/12/1% 30/01/28 30/03/20 29/05/20 28/07/20
KPIT 91.7 2.4 17.8 2514 | Sonata Software Ltd. = Sensex ]
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Globe Capital Market Limited ("GCML") is a Stock Broker registered with BSE, NSE and MSEI in all the major segments viz. Capital, F & O and CDS segments. GCML is also a
Depository Participant and registered with both the Depositories viz. CDSL and NSDL. Further, GCML is a SEBI registered Portfolio Manager. GCML includes subsidiaries, group
and associate companies, promoters, directors, employees and affiliates.
Globe Commodities Limited, Globe Derivatives and Securities Limited & Globe Fincap Limited are subsidiaries of GCML. Rolex Finvest Private Limited, A to Z Consultants Private
Limited, A to Z Venture Capital Limited, M. Agarwal Stock Brokers Private Limited, A M Share Brokers Private Limited, Shri Adinath Advertising Company Pvt. Ltd., Orient Land
base Private Limited, Bolt Synthetic Private Limited, Price ponder Private Limited and Lakshya Impex Private Limited are associates of GCML. Globe Comex International DMCC is
step down subsidiary of GCML.
This report has been prepared by GCML and published in accordance with the provisions of Regulation 19 of the Securities and Exchange Board of India (Research Analysts)
Regulations, 2014, for use by the recipient as information only and is not for general circulation or public distribution. 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 GCML. The
projections and the forecasts described in this report are based on 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 may
not materialize or may vary significantly from actual results and such variations will likely increase over the period of time. 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 any individual in particular. The research analysts of GCML 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. GCML 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.
This report has been prepared by GCML based on 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 GCML that such information is accurate or complete and/or is
independently verified. The contents of this report represent the assumptions and projections of GCML and GCML 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.
Since GCML or its associates are engaged in various financial activities, they might have financial interest or beneficial ownership in various companies including subject
company/companies mentioned in the report. GCML or its associates have not received any compensation for investment banking or merchant banking from the subject
company in the past 12 months. GCML or its associates might have received any compensation including brokerage services and for products or services other than investment
banking or merchant banking from the subject company in the past 12 months. It is confirmed that GCML or research analyst or its associates have not managed or co-
managed public offering of securities for the subject company in the past 12 months.
Research analyst or GCML or its relatives'/associates' have no material conflict of interest at the time of publication of this report. Neither research analyst nor GCML are
engaged in market making activity for the subject company. It is confirmed that research analysts do not serve as an officer, director or employee of the subject company. It is
also confirmed that research analyst have not received any compensation from the subject company in the past 12 months.
No material disciplinary action has been taken on GCML by any regulatory authority impacting Equity Research Analysis activities.
The views contained in this document are those of the analyst, and the company may or may not subscribe to all the views expressed within. This information is subject to
change, as per applicable law, without any prior notice. GCML reserves the right to make modifications and alternations to this statement, as may be required, from time to time.
Research analyst or GCML or its relatives'/associates' do not have actual/beneficial ownership of 1% or more in securities of the subject company, at the end of the month
immediatel){ Erecedinzq the date of publication of the document.
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