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e l\doderator: ' _ Ladles and gentlemen good day and welcome o the Compuage Infocom Ltmrted QI FY2019 Eammgs_ '
R o 'conference call hosted by Kirm Advrsors Ltmtted As a remmder all partrorpant lmes wrll be in the listen-only S
'mode and there ‘will be an opportumty for you to asl{ questaons aﬁer the presentatton concludes Should you B
E need assistance dunng the conf‘erence call, p}ease srgnal an operator by pressmg R themn - “0” o'n your e
' -touchtone phone Please aiso note that this call is being recorded I would now ltke to hand the conference -

__over to Mr Sunrl Mudgal Thank you and over to yoo Srr' B _- L

' éu'nil M'lrdgai.: . . Welcome to the conference call of Compttage tnfocom errted Here we are drscussrng about the Ql results _

: ' N thh us today, Mr Atul Slr he 5 the CMD at Compuage lnfoeom Weloome 1o you Str Now' yon can start
"your bnef about the company for this quarter a.nd whatever you want to chscuss and then wrli start for the: .
Q&A Over o you Str! ' : : R

_Atul Mehta: 'Thartk you Sunrl Good aﬂemoon friends. '}"hrs is Atui Mehta from Compuage Infocom errted I am
’ o :delrghted to share with " you the Ql FY2019 numbers |13 has been a good quarter with the company regfstenrtg .
__sales of Rs. 873 5 Crores as agamst sa!es of Rs. 752 6 Crores in the correspondmg penod of the prev:ous year o

- The company has regrstered a growth ot‘ 16 1%

EBITDA too has mcreased by 27 8% to Rs 21 3 Crores as agamst Rs 16 6 Crores reported for the same -
pertod in the prevroos year EBITDA margms wete a irttle better at 2, 4% durmg the quarter as compared to'

22% reported in the prevrous year of the same c[uarter

' '_: ; 'Net prof t for thc year has also gone up by 30 6% ) Rs 5 02 Crores for the same ﬁrst quatter endmg J une 30 :
o 2018 as agatnst Rs 3. 34 Crores reported in the perrod of the prevrotts year The EPS 1s of 0. 85 per share for '
' the ﬁrst quarter as agamst an EPS of Rs 0 65 per share reported in the prevrons year of the same peﬂod L PRI

'.So overalt the performance has been very satrsfactory, _more or less in lme wrth our pEan arad we hope to .
:contmne the same in the year forward 1 thtnk that is all ﬁom my srde 1 will open the calt for any questrons '

that anyone may have on thts or any other reiated matter Thank you

Moderator: S Thank you very much Srr Ladtes and gentlemen we wrll start the questton and answer session. First questron

i§ from Rs_;esh Gupta of SBlCap Securttres Please go ahead

Rajesh Gupta: " Thank you and good evenrng to ai] Just wanted to ask you regardmg thrs QE FY2019 result yoe have. seen a
= _ sprke in the mterest rate, our mterest amount rather for the current quarter is there any merease in the debt

amount if yes then what is the debt Eevel at present that you ere gettmg on your hook"

Atul Mehta: . . To the hest of my knowledge there is 110t much srgmﬁcartt change in the debt posrnon 1t is more or less the
DR . _ same. Yes, the finance cost tlas gone up prrmarrly because what has happened is.in the busmess we have a
- thrce verttcals wrthm our bustness one is IT consumers second rs the IT enterpr;se and thtrd 1s the Mobrirty S
. AT enterprrse busmess has been growmg at & faster rate and whtch requtres more workmg caprtal cycle, so

) because of that the longer cycle the ﬁnance cost has gone up

- Page_z.of g



L RajeSh_ Cupta:'.

At Me’htai '

- ‘Rajesh Gupta:

' Atul Mchta: -

' .Ra'jesh_G_uptet

C Attrl Mehta: -

“Rajesh Gupta:

. Atul Mehta:

- -RajeshCl_r'p’tg:

" Atul Mehta:

*Rajesh G_upta:

COMPUAGE iNFOCOM u’u .' GEan i e Compuage Infocom Lzmzted Conln
Sl oo T Augu,st]62018_""

s 'quarters'?

" As per your FY2018 fu}E year numher you had closed to Rs 400 Crores odd of debt 50 what is the roadmap o

'brmg it down iater onor etc rf you can’ grve some gmdanee on that‘?

.Whrle I am belng very frank that 1t is not gomg to be possrble to bnng it down havmg satd that because we _' ’
B are growmg ata farriy good pace a growth of 16% is possrbiy more than the mdustry growth rate The debt
: _Wt!i go up, but it wx]l not go up proportronate 10 the growth of Lhe busmess so we wrll try and ba[ance our

. product portfoho in such a manner that the workmg capttai cycies are kmd of eontrolled

o ; 'Sn' in you.r overali busmess operat;on I csm scc a stgmﬁcant amount of expend:ture m the form of forex that is '
i the forergn currency, S0 w:th mpee gomg down how you see the etfect on the overall your let us say how s

' '1t is gomg to 1mpact your overall cxpendltore and ail‘?

i would say major purchases that we have stlll contmue to be m Incha rupee Our forex busmess is not aEi that S

b:g Howcver to ensure that we mmgate the rtsk we are covermg our unports 100% So t‘here are absolutely

no rtsk assoctated wrth that

. 'Okay, rmy guldance for the current year what kmd of tophne or iet us’ say thc bottomlme that you are'

- lookmg'?

" We rvoeld_oot like to 'ge_t _into givth'g:fttnzrist:ie 'rn_nrt_hers,. t_iut_yoo can take QI as a oeraehm_er_k r'r_to__ving 'forvt'erd; o

._'-‘Wrth the stmllar proﬁle at 2 5% because we see a falr amount of recovery m the margtn m ihe last couple of

"_'-Our endeavour is gomg to be work on the same or better Bttt we defmrtely are gomg to try and :mprove as, f: S

’ mueh as'we can BF.Et we 3ust do not want to gtve any gurdance as far as the numbets are concemed

: One last questlon from my stde where you see thc sca}abthty in the margm to comme m m a1} these three :-:'
L .vert;cals that you mentroned I'I‘ corasumer or enterprise or mob]lrty whloh areas that you were seemg that can B

B ._ 'rea!ly gwe youant ofpush to yourma.rgm‘? R

Wh:le alE the threc busmesses wrll have fo complement each other let me start wrth mobthty where the cycles
are the shortest then comes the IT consumer where the cycles are longer than the Mobrhty arrd thcn comes )

Cthe IT. enterprise where the cycies are the ]ongest so 1t wou]d not be rlght to compare the margms i that
-manner because cost aiso dlffer for cach of the three busmesses But what we are trymg o do is improve upon B
: the margms % the revemte grows we get some bencf t of economres of sca]e havmg grown by about 16%,. :
our ﬁxed operatmg expenses do not grow in the same proportton that is one thmg Seeond thmg wh i we are TR
e gomg ‘o tty and do :s as I menttoned by not trymg to grow debt as much by irymg 1o work on the cyc]cs more =

effi clently, whrch wr!l help us opttmrze the fi nance cost whrch w111 also contrtbutc 10 hrgher margms 50 I h '

’ _thmk it rs gomg o be a combmatron of alt factors put together that w111 heip us grow the ma.rgms m the; Lo

busmess

- Tm_a you Sir.
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' _Thank you. The next quest:on is from Arptt Bhatt of HDFC Seeurtt:es Please go aheact

'Good evemng Congratulatzons on good set of numbcrs for thrs quarter 33 well, Str there are a couple of

i questlons T he ﬁrst being w1th respect to the margms as you have ment:oned that there has been an expans:on '

in the margms 50 is thls expansron suslalnabfe for the commg quarters as well‘? S

AsT. ment:oned we do not went o make fozward-lookmg statement but yes we are gomg to be def mtely

. w0rkmg towa.rds ensurmg that the margms are mamtamed o1 rmproved as we move along

Sequenttalfy the prevrous quasters margms are kmd of rmpaeted due to the eonstramts put on the operatrons B

: by the banks in terr.ns of lesser credrt avaiEabrIaty, but in the current quarter the expanston has heer: such that it

is almost at ail tune h[gh level m terms of margm 50 is there a structral change in the kmd of prociucts that -
we dre offenng lrke we had menuoned that We are offermg some prodects from Apple s product portfoho 50

has 1here been some shaft over there are we gettmg new products ﬁom there"

.Very ﬁ'ankly n the last quarter, there has not been oo much shrft in the product portfoho I thmk more or less

- the product portfol;o remams the same Ttis _]ust that we are trymg to optlmlse margins out of every product

fine that we are workmg towards and mxprovmg on the bottomlme 50 structurally there has been 10 major

changes in the bussness if I were 1o compare year over-year or quarter—over-qum‘ter sequentia!ly

: _Okay Sir, 1 thmk _that would be itat ;')re's'e_ut. T henk ytui.

.'Ihank you very much The next questtou is from eresh Karam of Magnum Equtty Brokmg Lumted Please _
-goahead : e : AR RN

'.GoocE evenmg S:r just to’ understand Elke 1f you s generally our March quarters are better and the

subsequent }une quarters are always little bit on the revenue side they are }ower correct?

Sorry come agairl please?

- The March quarters the revenue are higher, every March sjuatter our revenues are higher?

Right.

‘And eve'_ry June quarter our revenues erefitt_le bit marginally lower or correct?
_.Right. '

Af you see prof‘ tablhty ard all is alweys guod in June quarter rather than 2 March quarter actualiy, 50 can you

Just glve me what the si gmﬁe&nt change and why always this c!lp in the June qu&rter and why the margms are .

-better inJ ung quarter in faet'?
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What happenecl in JFM quarter there was 1ot of pressure on margms and therefore ma.rgms had t&ken @ -
' beatmg anc! they went below the unusua] level that was not the norrna] Ieveis at whwh we operate in and that S
“was an mdustxy phenomenon it was not only applrcab]e fo us that is as faras margms is concerned 50 we are R

more or less baek to where we shouid be in terms of margms are concemed In terms of revenue ;f we are o

loo}cmg at the mdusuy 1 would say two quarters whlch are the peak quarters, one is the Ju]y, August and o

September and seeond is the January, Fehruary and Mareh When 1 say peak is ihere are not hrg splkes but . :
) 'we ‘cait say. the sprke are - they are_margmaiiy belter than the Apnl May, Sune quarter and the October
'November Deeember quaner 50 ihat is ﬂae reason why January, Febroary March quarter is year over~year

; 'always ihe best quarter as far as busmess is concemed

' -Srr overa}l what is ()ur best segment now and gomg forward how you see all the segments performmg llke o
the overail ! am talkmg about all the segments vertieals alI the secunty segments as wel] as our OEMS o

. .:Wharever? R

: .I wouEd break it up mto three segments as I mentroned earlier | in the call IT consumer where we have products o
: .llke laptops then we have PC components like optrca! drlves, ﬂash dnves TFT momtors and those kmds of -
: products Enterpnse, we have networkmg, soﬁware, data secunty, physreal securrty and saf‘eiy surveriiance"

-products and then moblhty, of eourse we have the smartphones and tablets so m terms of growth I would '

say the growth is gomg fo come: prunanly from the emerprlse and the mobihty segment The consumer 1s

e _' gorng to grow but it’ 13 gomg to grow margrrra}ly beeause for some reasons we are not seemg that kmd of '
'_raprd growth in the PC saie whrch is very, very sur])nsmg because 1ndla 5 PC penetratron st:li eontmues to be
B very, _very }ow arrci that is very, very smprrsmg to mie" as o why we ‘are not seemg that growth So from ]

L 'vertrcal pomt of vxew I wou]d say n is the enterprlse anct the mobrhty, whreh wﬂl contrlbute o more grow{h :

as far as Compuage is concerned _' .

B Than_ic you s0 mueh_ Sir. :
. -’;ﬁhank'yau' _v_ery 'rnuch. We 'ha've a' follovv'_up ques'tion fro_m Ni]esh.' Piease go ehead.

' Sorry Srr }ust wanted to ask about any nsk 1f you see arlsmg ﬁom our _;ust ina near-term or longer term, just

I wanted to understand 1f at all you see somme risk mvolved i our busrness somewhere'7

= Very frankly itisa busmess which is very weil structured ancE reasonabty on auto “mode. We have our
'vendors with, whom we are worklng fora long peﬂod of ume with the exeepnon of the addltlons that we
: 3keep domg We have our customers that are resel]er system mtegrators onlme and ofﬂme retarl partners wrth .
' whom we work fora 1ong penod of time. So the busmess 1s falrly stabie frorn thai point of view. ldo not see .
R any major nsk and ] woilld say on the eontraxy we' are very well p]aced as’a eountry wuh Iow penetratron .
. Ieve]s m both IT and smartphones 50 growth w11[ contanue The economy is growmg weIi peop[e wr[E have .

.have drrect 1mports happenmg at our end but we are very weli msulated by ensurmg that 1{)0% of our

nnports are covered s0 by arld large there are no ma_]or risk and ift were to. 20| back a ]utEe if we look at our
IO-year hxstory Compuage had a 10-year CAGR n terms of revenue of elose to about 21%, EBITDA at 20%

' and PAT at 17% So lO-year 15 a good perlod t reaIEy look baek upon basis, whrch we can extrapo]ate

: movrng forward
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5 last quarter ere we have made those announcements : 1

S0 Slr my questlon was htﬂe bit mformat:ve hke thls is the part of 1t bm see there isa dlsruptron m e'PC :
'market for exa.mpie if there is Some new thmg cornmg in, so how we wouid be beneﬁted or how would bewe

o 'wﬂl be the ﬁrst p!ayer to go ms:de that market and tap, that is what I wanted to understand actually, is there L

B _' Yes see_ihls 15 a iechnology mdostry, 50 we are mto dlstrzbutron of techno]ogy products Deﬁmtely we have'_

: msuiatmg the compa.ny by ensm‘mg we are workmg wrth 4 best ‘of bra.nds m the wor]d and onIy ifall’ those SR
- brands faxl we would run mto a problem wh;ch is very unhkely that all ma_]or brands mnnmg mto probiem at '
the same t:me So yes we have o allgn With the best of brands best of tecfmologtes 1o ensure that we keep _'

i ':movmg ahead m the rlght manner A
> O!_{a_y Su‘ Thank yoi: ver_y rm_xc_h. :
: Thank y_oo'very' much. Thf': next questiot 13 a follow 'up ﬁ_'o_m Arpi_t. Pie'ese g'o eheed_.' -

S;r have we done aﬂy more brand acqmslilons durmg the three months or so'? We have th:s 32 brands as of' B

. Ma:ch'7

. nght we have added couple of brands m the last quarler the busmess the bram:fs that we have added n the HE

'the stock exchanges as weIE and Just trymg to

' _:reeollect whlch are those two bﬂmds that we added in the Iast quarter

: _CBC, Co'r;')oret_ioo of Japan’? .

' Yes one is CBC Corporatlon of Japan and there 1s ‘one more brand ﬂlat we armounced CBC Corporatlon'
busmess is gomg 10’ start aﬁer a quarter and 1here is one more announcements that we, d1d 1 cannot recoliect_ B
O off hand a.nd there is one whzch is under ﬁnahzanon stage, wh:ch wﬂl happen by the end of thls month It isa

Ctittle premamre and therefore I eannot armounee lt $0 that process is always ony we are constantly talkmg to s :

' _ i brands whlch are not there m our portfoho that we woulc! hke t0 bnng mto our portfo]xo lt is dlff cult to say N '
: whleh brands and how many brands we erl 51gn in the year but I am very conﬁdent that the pian is to add :

: about anywhere between three and s:x hrands every year m oirr portfoho o

. Okay, 50 three you have memmned that you are expectmg in the end of September if Lam not wrong two is

already that you have already announced in one eommg in? -

'_'Yes an(i I am saymg thme to six in the span of 12~month perlod 1s what we aire lookmg at addmg thls year and_ :

: every year from here on for at Ieast next couple of ycars o

Okay eo'cl.'i_i'le m'mib'ef of re_—:di_stribuiore 't'i'aat' we ha_d_ arou'_nd 12(}00‘? '

The pian is - we are currently se}lmg fo about 12000 resellers in: 1000 emes and towns by 202} the p}an isto :

J ta.ke 1t fo ]200 cmes and 15(}00 re-se]lers :
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CYes. .

-.Okay, so the aspzratlonal target of around Rs. 7000 Crores of revenue by FY2020 we mtght have to push that R

'by another the year 1tse1f if1 am not wmng‘?

v _.:'Yes.,'.'t}iet"ié:enfe_.'sja.ii'ntion:a}'.nun:l_l'af_:if.;._We:defu}i:te.iy:\;i_l.l.neffe_:ioij.oel_;.n by _y'_e'g;;f o
'Qi{ey,: so a__cc'.o'gc_nnglf the lf‘géOIiQ:'ter'get_ will 'ai_s§ sh!ﬁcorrect’? -
Yes I .

._ _Okay ami _;ust a Iast quest:on |s from AppEe we had some accessones that we were dtstnbutlng, 50 has there -
o been any upctate of any attempt to get into the dlstr:butorshap nght for Apple 1Phene‘? L

: '.Yes you are nght we are dlsmbutmg Apple accessones inxtsally when we started dlstnbut:on in iast May, o
'June we were glven only temtones of north and eastern part of Indla and t}:en 1owards the end of 2017 :
; 'calendar year and begmnmg of 2018 catendar year we were opened up for the entire country So they have:
' '_kmd of expanded the scope of our busmess is, one thmg Seeonci to answer your quesnon ot endeavour 1s__ . .
' _always to expand the re[atlonshap w:th Apple, but. i you must have been readmg a Tot of art:cies wh:ch have’ o .
'_heen commg m the newspapers Apple has been gomg through a ma_}or restmcnmng of‘ its dlsmbutlon' L

x;tmg the Appie dismbutmn busmess and so is Ehe ‘case wﬁh one other company 2

-So at th:s' pomt of ilrne they are not gomg 16 be addmg a d}stnbutor or ihey are not gomg to be addmg ihe :

se0pe of our re!atxonshrp from accessones o' mc]ude smartphones and may be PC we will’ have to wazt for a

: 'w!uie for whatever stmctural changes they are domg wﬂi have o settfe down before we ean onoe agam '

'.approach them’ to enhance the scope of our relatlonshlp

; Okay, 50 ﬂns exlt that has happened ﬁom the d:str:butor is thas the step taken by them was nntxated by them
: -_ or by App}e ltseif? ' :

v Very frankly, _there is no eonfumed news of that kmd and 1 do ot want to go on here say that what exactiy )
S ﬁanspxred and what exactly happened but the fact remams that ﬂllS is what has happened -

_ Loglcaily gomg why woald a dlstr:butor want to end d:stnbutorshlp of pnde Just a matter of quesnon jiiSt to

: 'understand the busmess better‘?

-Logaoa]ly what you are seymg 15 very true, why would I want to ex1t an asptrat:onal brand llke Apple $0 your

.t}aought is as good as mine, since there ar no deﬁmte niews available T wouId ot Elke to jemp to conclus:on RN

and make 4 statement whloh wou]d be wrong on my part

Yes btit then we can expect that with two dlstnbutors gomg out, out of five, there may be a t:mes may be

when they are done away with thexr structural shifts or whatever pohcles that they want to frame may be
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there cart be a chance of a person who i a]ready assoc:ated wath thern get thexr smartphones busmess as weIE

Deﬁmtely, we are ¢ ot gwmg lsp on that Wc are cleﬁmtely gomg Eo be a:mmg for that It would be our dcsn'e

"to get mtu the smartphone busmess AH Iam saymg 1s at this pomt of t:me H do not thmk it wouid be the nght : Y

. tlme 0 dxscuss wnh them when they are gomg through a ma_]or change of dlstr:butlon structure and we are m '

'constant touch w:th ihem we get mto quarteriy busmess rewews and durmg the bnsmess revrews we talk

about thex: future pians our future plans AppIe is of course a very, very c}ose door kmd of a cc}mpaﬂy, so we '

do not get to know what and how they would lLke to move ahead m fusure but we are vcry comfortable wﬁh a

: -relat:onsh:p ancE it :s gomg qmtc smooth i 1s ail I can say

: Arpit Bhatt:
} _M._odel"sitor':

= Atul _i:\fleht'a':

:'Thanl_( yo'li 50 much .

'Thénk yo_ix'_veiy much Sir thel_'e are no fuﬁher qixes'ti_ons,' Chainﬁar} any closing cotheﬁts?

No aothmg ﬁom my s;de ] shared what I wanted to m my opemng commcnts of' the Ql bemg good and we -

' '-of course wﬂ] work towards ensurmg that the year moves a]ong the Slmiiar }mes Thank you

_-Mod_er::lt_or:'

- Tharnk you very much Slr Ladies and gent!cmen on behalf of Ku‘m Advxsors that concludes this conference

:_cal} Thank you for j Jommg us. You: may nowW dlsconnect your imes
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