Company Update

Rating matrix

Rating Buy
Target 3276
Target Period 12 months

Potential Upside 30%

What's changed?

Target Changed from ¥ 300 to ¥ 276
EPS FY15E Changed from % 16.4 to X 13.5
EPS FY16E Changed from¥ 20.0 to ¥ 18.4
Rating Unchanged

Quarterly performance

Q2FY15 Q2FY14 YoY (%) Q1FY15 QoQ (%)
Revenue 111.3 91.5 21.7 136.5 -18.5
EBITDA 235 24.6 (4.5) 55.3 -57.4
EBITDA (%) 21.2 27.0 -579 bps 40.5-1935 bps
PAT 13.2 12.8 2.9 32.8 -59.7

Key financials

X Crore FY13 FY14 FY15E FY16E]
Net Sales 312.7 389.4 480.3 526.6
EBITDA 34.6 109.3 143.1 186.6
Net Profit 12.2 61.3 80.3 109.6
EPS (%) 2.1 10.3 13.5 18.4

Valuation summary

FY13
103.2

FY14
20.6

FY15E
15.7

FY16E
11.5

P/E

Target P/E 134.6 26.8 20.5 15.0
EV/EBITDA 36.1 11.0 8.5 6.0
P/BV 3.9 3.3 2.9 2.4
RoNW 3.8 16.2 18.3 20.9
RoCE 4.0 22.4 25.2 28.8

Particulars Amount
Market Capitalization % 1260.6 Crore
Total Debt (FY14) % 0 Crore
Cash and Investments (FY14) % 57 Crore
EV % 1203.5 Crore
52 week H/L 254 /98
Equity capital ¥ 29.7 Crore
Face value %5
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November 24, 2014

TV Today (TVTNET) 3212

Employee costs rise, but ad growth continues...

e Revenue growth of 21.7% YoY at ¥ 111.3 crore was lower than our
expectation of ¥ 108.2 crore. The ad growth remained better than
expectations with viewer stickiness enjoyed by the channels.

e The EBITDA came in at ¥ 23.5 crore vs. our expectation of ¥ 35.2
crore, down 4.5% YoY due to higher than expected employee
expenses as several new journalists were brought on board.

e The company reported a PAT of ¥ 13.2 crore (vs. expectation of ¥ 19.8
crore), lower due to the EBITDA being lower than expected.

Aaj Tak No. 1 Hindi News channel since decades, Strong ad growth......

TV Today with its flagship channel Aaj 7ak has been able to maintain its
dominant position in the fiercely competitive Hindi news segment for
over a decade. The news segment, directly targeting “decision makers” in
the family, enjoys a good portion of the advertisement share, which is
expected to rise even further as literacy and income levels rise. The ad
revenues in the quarter have been higher than the industry due to viewer
stickiness towards news channels hence helping the company clock
22.7% YoY growth in its TV broadcasting revenues. We expect the
company to post 17.5% CAGR over FY14-16E to T 468.9 crore in its TV ad
revenues, primarily led by rate hikes. However, the ruling of 12 minute ad
cap if implemented will remain a downside risk to our estimates. Even in
the radio sector, the company is expected to participate in the Phase lll
auctions to augment its capacity and we expect it to post a 12.5% ad
revenue CAGR in radio over FY14-16E to ¥ 19.5 crore.

Subscription revenues to remain stable, high operating leverage to kick in

With digitisation in phase lll and IV cities, TV Today would be able to
better monetise its reach as it enjoys a far stronger position in the smaller
cities and towns in the Hindi speaking belt. However, with a delay in shift
towards digitisation, we have built in a nominal growth of 7.2% in this
revenue stream. We expect the subscription revenues to reach ¥ 38.2
crore by FY16E from ¥ 33.2 crore in FY14. The fixed nature of operational
cost provides high operating leverage, which is already reflected in 216%
growth in EBITDA with 24.6% revenue growth in FY14. Going ahead, with
a reduction in carriage costs, we expect EBITDA and PAT CAGR (FY14-
16E) of 30.7% and 33.7% to ¥ 186.6 and T 109.6 crore, respectively.

Employee expenses increases, some increase to be offset by ad growth

The company has hired some renowned journalists namely Karan Thapar,
Rajdeep Sardesai, Shekhar Gupta which will lead to the employee
expenses continuing the run rate in the quarter. Though the journalists
will help the channel Headlines Today garner higher eyeballs and hence
augment its advertisement revenue, we believe it will still take some time
for the employee costs to be totally set-off by the higher ad revenues.

Enjoys the No-1 position since decades, Maintian BUY

Digitisation would lead to declining carriage cost & uptick in subscription
revenue as the distribution industry shifts to cost per subscriber (CPS)
model. Carriage cost forming about 30-35% of revenue is expected to
decline at an annual rate of 10% over the next two years. Though the
employee expenses has led to some trimming of EBITDA, we expect the
company to post a 30.7% EBITDA CAGR (FY14-16E) to ¥ 186.6 crore. With
a revival in EBITDA margins, valuation multiples are expected to inch up
to historical levels. We to value it at 15x FY16E EPS of ¥ 18.4 to arrive at a
revised target price of ¥ 276, maintaining Buy.
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ariance analysis

Q2FY15 Q2FY15E Q2FY14 15  YoY (%) QoQ (%)  Comments
Revenue 111.3 108.2 91.5 136.5 21.7 -18.5
Other Income 4.7 3.0 2.3 2.7 105.1 735
Employee Expenses 320 23.8 22.8 29.3 40.4 9.4 Empployee expenses higher due to hiring of some journalists namely Karan
Thapar, Rajdeep Sardesai and hence the trend is likely to continue in the
future
Raw Material Expenses 0.0 0.0 0.0 0.0 0.0 0.0
Administrative Expenses 18.1 18.4 13.2 17.4 36.6 3.8
Production Cost 12.7 11.4 8.1 13.5 58.1 -5.3
EBITDA 235 35.2 24.6 55.3 -4.5 -57.4
EBITDA Margin (%) 21.2 325 21.0 40.5 -579 bps-1935bps The dip in the EBITDA margins was due to higher than expected employee
expenses
Depreciation 1.6 1.1 6.5 1.6 17.6 0.1
Interest 0.4 0.5 0.9 0.5 -50.9 -21.0
Total Tax 7.0 10.2 6.8 17.1 3.9 -58.8
PAT 13.2 19.8 12.8 32.8 2.9 -59.7
Broadcasting revenue growth (%) 22.7 17.9 35.5 55.6 -36.2 -59.3  Higher than expected ad revenue growth
Radio Ad revenue growth (%) 3.2 18.5 53.8 11.6 -94.1 -12.4
Source: Company, ICICldirect.com Research
Change in estimates
FY15E FY16E
(% Crore) Old New % Change Old New % Change Comments
Revenue 475.7 480.3 1.0 519.3 526.6 1.4 Increased the estimates for the ad growth in the English news channel as some
renowmed journalists are on board with the company which will garner greater
eyeballs
EBITDA 169.8 143.1 -15.7 199.4 186.6 -6.5
EBITDA Margin (%) 35.7 29.8  -590 bps 38.4 35.4 -298bps The increase in the employee expenses due to hiring of several renowned journalists
has made us revise our EBITDA margin estimates downwards
PAT 97.8 80.3 -18.0 119.0 109.6 -1.9
EPS ) 16.4 13.5 -18.0 20.0 18.4 -1.9

Source: Company, ICICldirect.com Research

Current Earlier Comments
FY13  FY14E  FY15E  FY16E  FY15E  FY16E
TV ad revenue growth (%) 0.7 12.3 25.8 9.3 24.9 8.8 English ad revenue growth revised upwards
Radio ad revenue growth (%) 23.4 54.2 8.8 16.3 13.7 18.2
Subscription Revenue growth (%) 1.6 6.3 7.0 15 7.0 8.0

Source: Company, ICICldirect.com Research
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Financial summary

Profit and loss statement < Crore
(Year-end March) FY13 FY14 FY15E FY16E
Total operating Income 312.7 389.4 481.2 526.6
Growth (%) 1.4 24.6 23.6 9.4
Employee Expenses 93.1 93.0 125.6 132.0
Production Cost 39.0 40.8 49.4 44.8
Advertising and Promotion expenses 146.0 146.3 88.7 80.7
Administrative Expenses 0.0 0.0 744 82.6
Total Operating Expenditure 278.1 280.2 338.1 340.0
EBITDA 34.6 109.3 143.1 186.6
Growth (%) 31.6 216.0 30.9 30.4
Depreciation 21.0 24.2 32.6 35.9
Interest 3.3 3.6 2.0 2.0
Other Income 14 1.7 13.5 16.0
Exceptional ltems 0.0 0.0 0.0 0.0
PBT 17.6 93.2 122.0 164.7
Minority Interest 0.0 0.0 0.0 0.0
PAT from Associates 0.0 0.0 0.0 0.0
Total Tax 5.4 31.9 41.8 55.1
PAT 12.2 61.3 80.3 109.6
Growth (%) 16.1 402.4 30.9 36.5
EPS (%) 2.1 10.3 13.5 18.4
Source: Company, ICICldirect.com Research

Balance sheet < Crore
(Year-end March) FY13 FY14 FY15E FY16E
Liabilities

Equity Capital 29.7 29.7 29.7 29.7
Preference Share Capital 0.0 0.0 0.0 0.0
Reserve and Surplus 294.9 349.3 408.7 493.9
Total Shareholders funds 324.6 379.1 438.4 523.6
Total Debt 17.3 0.0 0.0 0.0
Others 3.2 1.8 2.3 2.8
Total Liabilities 345.1 380.9 440.8 526.5
Assets

Gross Block 382.6 393.7 453.7 463.7
Less: Acc Depreciation 160.8 178.6 211.2 241.0
Net Block 221.8 215.1 2425 216.7
Capital WIP 9.6 1.9 1.9 1.9
Total Fixed Assets 231.3 217.0 2445 218.6
Investments 457 457 45.7 457
Inventory 0.0 0.0 0.0 0.0
Debtors 93.9 110.3 142.9 156.7
Loans and Advances 55.1 46.6 57.5 63.0
Other Current Assets 0.6 0.7 0.8 0.9
Cash 311 57.0 48.2 144.7
Total Current Assets 180.7 214.6 249.4 365.3
Creditors 56.7 51.7 54.2 57.6
Provisions 17.0 18.5 17.4 16.9
Other current liabilities 65.2 47.6 48.7 50.7
Total Current Liabilities 139.0 17.7 120.3 125.2
Net Current Assets 41.8 96.9 129.1 240.1
Other non current assets 26.4 21.3 21.6 22.1
Application of Funds 345.1 380.9 440.8 526.5

Source: Company, ICICldirect.com Research
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Cash flow statement < Crore

(Year-end March) FY13 FY14 FY15E FY16E
Profit after Tax 12.2 61.3 80.3 109.6
Add: Depreciation 21.0 24.2 32.6 35.9
Add: Interest Paid 3.3 3.6 2.0 2.0
(Inc)/dec in Current Assets -18.8 -8.0 -43.6 -19.4
Inc/(dec) in CL and Provisions 34.6 -21.2 2.6 49
Others 0.0 0.0 0.0 0.0
CF from operating activities 52.4 59.9 73.8 132.9
(Inc)/dec in Investments 0.0 0.0 0.0 0.0
(Inc)/dec in Fixed Assets -22.9 -9.9 -60.0 -10.0
Others 25 3.7 0.2 -0.1
CF from investing activities -20.4 -6.2 -59.8 -10.1
Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0
Inc/(dec) in loan funds -6.5 -17.3 0.0 0.0
Less:Interest Paid -3.3 -3.6 -2.0 -2.0
Less: Dividend and dividend tax 5.2 -1.0 -20.9 -24.4
Others 0.1 0.1 0.0 0.0
CF from financing activities -15.1 -21.7 -22.9 -26.4
Net Cash flow 16.9 25.9 -8.8 96.5
Opening Cash 14.2 311 57.0 48.2
Closing Cash 311 57.0 48.2 144.7

Source: Company, ICICldirect.com Research

(Year-end March) FY13 FY14 FY15E FY16E
Per share data ()

EPS 2.1 10.3 135 18.4
Cash EPS 5.6 14.4 19.0 24.4
BV 54.6 63.7 73.7 88.0
DPS 0.8 1.0 3.0 35
Cash Per Share 5.2 9.6 8.1 243
Operating Ratios (%)

EBITDA Margin 1.1 28.1 29.7 354
PBT / Total Operating income 5.6 23.9 254 31.3
PAT Margin 3.9 15.7 16.7 20.8
Inventory days 0.0 0.0 0.0 0.0
Debtor days 109.6 103.4 108.6 108.6
Creditor days 66.2 438.4 41.2 39.9
Return Ratios (%)

RoE 3.8 16.2 18.3 20.9
RoCE 4.0 22.4 25.2 28.8
RolC 45 26.4 28.3 39.7
Valuation Ratios (x)

P/E 103.2 20.6 15.7 11.5
EV/EBITDA 36.1 11.0 8.5 6.0
EV / Net Sales 4.0 31 25 2.1
Market Cap / Sales 4.0 3.2 2.6 24
Price to Book Value 3.9 3.3 2.9 2.4
Solvency Ratios

Debt/EBITDA 0.5 0.0 0.0 0.0
Debt / Equity 0.1 0.0 0.0 0.0
Current Ratio 1.3 1.8 2.1 2.9
Quick Ratio 1.3 1.8 2.1 2.9

Source: Company, ICICldirect.com Research
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ICICldirect.com coverage universe (Media)

CMmP EPS () P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)

Sector / Company () TPR) Rating FY14 FY15E FY16E FY14 FY15E FY14 FY15E FY16E FY15E FY16E FY15E
DB Corp (DBCORP) 372 411 Buy 6,833 16.7 196 242 2229 19.021 154 13.7 107 8.6 342 346 342 267 253 249
DISH TV (DISHTV) 62 61  Hold 6596 -15 -05 05 NA NA 1324 121 116 9.7 25 6.5 168 504 145 NM
ENIL (ENTNET) 509 590 Buy 2,426 175 215 246 29.01 23.723 20.7 167 134 106 16.0 169 17.6 144 151 149
Eros (EROINT) 332 380 Buy 3,063 217 243 317 153 136 105 109 9.8 76 185 176 194 165 156 169
Hathway Cables (HATCAB) 351 320 Hold 5658 -73 67 60 NM NM NM 223 206 176 01 NM 06 NM NM NM
HT Media (HTMED) 114 126 Buy 2,676 89 101 115 128 113 99 6.9 4.5 31 98 106 118 119 118 118
Jagran Prakashan (JAGPRA) 136 145  Buy 4,292 13 82 104 18.68 16.477 13.1 11.8 9.1 71 213 23.0 245 235 212 210
PVR (PVRLIM) 710 780  Buy 2,821 136 145 263 NM 490 270 152 130 101 124 129 169 140 129 192
Sun TV (SUNTV) 325 343 Hold 12804 19.0 202 237 17.12 16.109 13.7 7.9 12 6.1 31.9 309 326 235 229 243
TV Today (TVTNET) 212 276 Buy 1,261 103 135 184 206 157 115 11.0 8.5 6.0 224 252 288 162 183 209
ZEE Ent. (ZEETEL) 385 328 Hold 37,006 9.3 93 113 4152 41305 341 298 289 240 243 216 222 188 166 173

Source: Company, ICICldirect.com Research
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RATING RATIONALE

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction;
Buy: >10%/15% for large caps/midcaps, respectively;

Hold: Up to +/-10%;

Sell: -10% or more;

——
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ANALYST CERTIFICATION

We /I, Karan Mittal, MBA (Finance); Sneha Agarwal, MBA research analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately
reflect our personal views about any and all of the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific
recommendation(s) or view(s) in this report. Analysts aren't registered as research analysts by FINRA and might not be an associated person of the ICICI Securities Inc.

Disclosures:

ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing group. We along with affiliates are leading
underwriter of securities and participate in virtually all securities trading markets in India. We and our affiliates have investment banking and other business relationship with a significant percentage of
companies covered by our Investment Research Department. Our research professionals provide important input into our investment banking and other business selection processes. ICICI Securities
generally prohibits its analysts, persons reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts
cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and
meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without
prior written consent of ICICI Securities. While we would endeavour to update the information herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and
employees (“ICICI Securities and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities
from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities
policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and may not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial
instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI| Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate
the investment risks. The value and return of investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities and affiliates accept no liabilities for any
loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the
risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice.

ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and affiliates might have received
compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of public offerings, corporate finance, investment
banking or other advisory services in a merger or specific transaction. It is confirmed that Karan Mittal, MBA (Finance); Sneha Agarwal, MBA research analysts and the authors of this report have not
received any compensation from the companies mentioned in the report in the preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities, which
include earnings from Investment Banking and other business.

ICICI Securities or its subsidiaries collectively do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the
research report.

It is confirmed that Karan Mittal, MBA (Finance); Sneha Agarwal, MBA research analysts and the authors of this report or any of their family members does not serve as an officer, director or advisory board
member of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities and affiliates may act upon or make use
of information contained in the report prior to the publication thereof.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities
described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and
to observe such restriction.
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