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Sterlite Technologies Q1FY21 

Financial Results & Highlights 

STL, Sterlite Technologies Limited (Formerly Sterlite Tech) is a digital technology multinational 

company having offices in India, China, US, SEA, Europe and MEA. It is listed on Bombay Stock 

Exchange and National Stock Exchange of India. It has more than 270 patents and serving customers 

in over 150 countries, including Fortune 100. 

The company is specialized in optical fibre and cables, hyper-scale network design, and deployment 

and network software and offer bespoke integrated solutions for global data networks of CSPs, 

Telcos and OTTs. STL has also partnered with global telecom companies, cloud companies, citizen 

networks and large enterprises to design, build and manage such cloud-native software-defined 

network. It has strong global presence with next-gen optical preform, fibre and cable manufacturing 

facilities in India, Italy, China and Brazil and two software-development centres. 

Standalone Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 753 1354 -44.39% 1049 -28.22% 

PBT 33 209 -84.21% 83 -60.24% 

PAT 24 138 -82.61% 71 -66.20% 

Consolidated Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 886 1441 -38.51% 1170 -24.27% 

PBT 7 218 -96.79% 90 -92.22% 

PAT 3 144 -97.92% 77 -96.10% 

  

Detailed Results: 

1. The quarter saw a severe revenue decline of 38% YoY in consolidated terms. 

2. Consolidated net profit declined by 98% YoY for the quarter. 

3. The current order book stands at Rs 10312 Cr. The proportion of new product to revenue stood 

at 20%. 

4. Exports accounted for 51% of revenues in Q1FY21. 

5. Plant production is back to pre-COVID levels all across the world. 

6. The company has announced Vision 2023 wherein the next 3 years it plans to: 

1. double the revenue to Rs. 10,000 crore 

2. reduce the net debt to equity by half to 0.5 

3. deliver a Return on Capital Employed (RoCE) above 20% 

7. The client base breakup is as follows: 

1. Telcos: 62% 

2. Enterprises: 15% 

3. Citizen Networks: 19% 

4. Cloud Players: 4% 
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8. The completion of various data network projects for the company are as follows: 

1. Network Modernisation for Indian Navy: 81% 

2. MAHANET: 82% 

3. T-Fibre for Telangana: 5% 

4. FTTH rollout for a large Indian Telco: 2% 

9. The company expects fiber demand to rise form 2021 onwards and 5G deployment cycle to last 

around 8-10 years. 

10. The order book spread across customer segments is as follows: 

1. Telcos:                    38% 

2. Citizen networks: 41% 

3. Enterprises:           20% 

4. Cloud:                       1% 

11. The company is looking to complete the open market buyback program by Q2. 

  

Investor Conference Call Highlights:  

1. There is a high degree of urgency to build new networks as 2020 has triggered a race for creating 

these digital infrastructure investments. 

2. These digital networks that are getting created need to reach everyone at scale and quality. In 

terms of scale, these networks need to have many more digital lanes to handle 4 to 5x Internet 

traffic. 

3. These new networks will be built at the edge with a large capacity closer to the consumer. These 

networks are going to be a combination of both seamless wired as well as a wireless 

combination. 

4. These new-generation digital networks require an integrator, requires a network and a system 

integrator, who possesses the capability to integrate all these new technologies, which Sterlite is 

capable of today. 

5. The company is focusing on increasing the overall opportunity funnel and win ratio in the top 20 

key accounts across the globe. 

6. Overall global demand for Optical fiber is expected to grow 6% in H2. 

7. Amongst notable order wins that in Q1, Sterlite won a multiyear contract for the Opticonn 

Solution from a leading Middle East telecom player. It also got additional orders for fiber rollout 

towards strengthening the MahaNet projects. The company is continuing to get orders for FTTx 

MANTRA for a large Southeast Asian telco. 

8. The order book spread for the rest of FY21 is around Rs 3200 Cr. This is the minimum number 

the company is expecting to deliver this year. The company doesn’t expect any delays on these 

orders and on the other hand sees urgency from customers for expedited deliveries of their 

orders. 

9. Overall demand is increasing despite good supply from China because many players looking to 

reduce dependence on Chinese products. Also, the demand shift is happening towards value-

added products and end-to-end solutions. 

10. The management has stated that despite the slowdown in the industry, the decline in Sterlite 

has not been as severe as the rest of the industry as the company started end-to-end solutions 

where fiber forms a very small part of the overall value bucket. 

11. The management has clarified that there is no tie-up between Sterlite, Reliance and Tech 

Mahindra for the development of the 5G ecosystem based on Open RAN technology. It is just 
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that Tech Mahindra specializes in the software portion of Open RAN technology while Sterlite 

specializes in both hardware and software for this technology. 

12. The company is not worried about any dumping of Chinese products as preferential market 

access opportunity for Indian companies restricts Chinese companies from competing at the 

same level as players like Sterlite. 

13. The management has stated that the main reason for the decline in business in Q1 was the loss 

of operations of about 1 month in services and 2 months in manufacturing for the company 

across all locations. Demand remains intact and thus the company should see sales recover in 

H2. 

14. The company is still reviewing whether it wants to get into the BSNL 4G tender and in what 

capacity. 

15. According to capacity expansion, the company is aiming for a 10% market share globally. 

16. The company is not making any geographically based strategies and is instead focussed on 

servicing its 20 biggest customers regardless of location. 

17. The management expects margins to remain in the range of 18-20% going forward. The margins 

in Q1 were impacted severely due to loss of revenues which resulted in the margin falling to 

15%. 

18. The FTTH rollout for the Indian Telco which is at 2% currently has a size of Rs 1000 Cr and the 

majority of it is expected to be completed in FY21. 

19. Capacity utilization for fiber was at 48% of the expanded capacity and for cable, it was at 70% in 

Q1. 

20. The management expects R&D expenses to remain at 2% of revenues at more than Rs 100 Cr 

each year. 

21. For R&D investments, the company is not looking for an IRR immediately. It is instead looking at 

ROI 2-3 years down the line. In the case of inorganic investments, the company has a strict 

requirement of IRR at >20% to maintain ROCE at >20%. 

22. The management has also stated that it has interacted with CXOs of more global telcos and 

cloud companies than it has done in the last 5 years. 

23. The company is currently looking at a Total Addressable Market of $30 billion which expects to 

grow to $75 billion by 2023. 

 

Analyst’s View: 

Sterlite Technologies saw a big revenue and profit decline in the current quarter. The company has 

had a dismal quarter mainly due to loss of operations in both services and product businesses during 

the lockdown period. The management expects the recovery to be steady in H2. The way forward for 

the communications industry seems to have been pushed towards data much faster due to COVID-19. 

As remote working and cloud infrastructure becomes more and more relevant, the demand for an end 

to end network solutions providers like Sterlite is also expected to rise. The company is making good 

investments and partnerships in the industry to enhance its capabilities and take advantage of the 

upcoming demand wave for stronger networks and more and more data centers. There is a massive 

opportunity in the cards for the company from the development of the 5G ecosystem announced by 

Reliance based on Open RAN technology where Sterlite is one of the frontrunners in India. It remains 

to be seen how the uncertainty around COVID-19 unravels and how fast will the company be able to 

adapt and take advantage of the post COVID world. Nonetheless, given the company’s capabilities in 

providing integrated and tailored network solutions, its expanded production capacity, and long-
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running order, Sterlite Technologies looks like a pivotal stock to watch out for in the communications 

technology space. 

 

 

If you found this report useful and would like to receive more such investing insights, you can subscribe 

to our updates.  
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