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CMP: INR55 TP: INR70 Buy 

 
Market share recovery, price hike, content leverage 
to drive growth 
Phase III/IV Digitization, GST key reform initiatives to watch-out 

Expect subscriber momentum to accelerate: DITV’s subscriber addition during 
FY11-14 was impacted by decline in industry gross adds from peak of 14.3m in 
FY11 to 8.5m in FY14E and decline in gross adds market share from ~25% to 
~17%. The company has taken several new initiatives like launch of its regional 
low cost brand ‘Zing’ and made its entry packages more attractive by reducing 
entry prices or offering free content for initial 2-3 months. Our industry 
interactions indicate better subscriber addition momentum for DITV, plugging 
the market share loss trend. With expected economic recovery and upside from 
Phase III/IV digitization (deadline of December 2014), we expect DITV’s gross 
additions to recover from ~1.5m in FY14E to 2.5m in FY15E/FY16E. 
 

Increased negotiating power can drive content cost savings: During February 
2014, the regulator TRAI issued amendments mandating that only broadcasters 
can enter the interconnection agreements with MSO/DTH operators. 
Aggregators are not allowed to change the bouquets as offered in the reference 
interconnect offer of the broadcaster. This will increase negotiating power of 
distribution platforms like Dish TV. Contract re-negotiation with India cast, 
MSM Discovery, Star, and Zee (post dismantling of Media-Pro due to TRAI 
regulation) can drive cost savings. We conservatively model 10% CAGR in 
programming and content costs (~32% of revenue). Every 1% decline in 
programming and content costs increases FY15 EBITDA by 1.3%. 
 

GST implementation can be a significant trigger: Goods and Services Tax (GST) 
implementation is a key reform expected to be undertaken by the new 
government. It is expected that entertainment tax (~INR1.7b in FY15E) could be 
subsumed in the GST. Currently DTH companies are unable to effectively pass-
on the entertainment tax to subscribers given varied rates/methodology across 
states. Entertainment tax varies from NIL in some states to INR45/subscriber 
per month (Maharashtra) /30% of revenue (Tamil Nadu). If entertainment tax is 
subsumed into GST, there could be potential upside of ~INR1.5b at the EBITDA 
level (23% of current FY15 EBITDA) for DITV assuming no pass-through. 
 

Recent price increase in higher denomination packs lend ARPU visibility: DTH 
operators including DITV have recently taken price increases. DITV has 
increased monthly subscription rates for its high-end packs by ~INR20 which 
lends visibility to our 6% ARPU CAGR estimate for FY14-16E. 
 

EBITDA growth to rebound: We expect EBTDA growth to rebound from 3% 
decline in FY14E to 21% CAGR over FY14-16E led by 10% net subs CAGR, 5% 
ARPU CAGR, and 260bp EBITDA margin expansion (content cost leverage).  
 

Valuations attractive, Buy: DITV trades close to multi-year low valuations with 
an EV/EBITDA of 10.3x FY15 and 7.8x FY16. We are increasing our long-term 
margin assumptions by ~250bp to partially factor-in lower entertainment tax 
outgo and lower WACC assumption (13.3% vs 13.7%). Maintain Buy with a 
revised DCF based target price of INR70/sh (vs INR62/sh earlier). 

BSE Sensex S&P CNX 
24,377 7,276 

 
 

Stock Info 
Bloomberg DITV IN 

Equity Shares (m) 1,064.8 

52-Week Range (INR) 71/40 

1, 6, 12 Rel. Per (%) 6/-15/-41 

M.Cap. (INR b) 58.2 

M.Cap. (USD b) 1.0 

 
Financial Snapshot (INR b) 
 Y/E March 2014E 2015E 2016E 
Net Sales 24.0 27.6 31.6 

EBITDA 5.6 6.5 8.2 

Adj. NP -1.1 -1.1 0.6 

Adj. EPS (INR) -1.0 -1.0 0.6 

Adj. EPS Gr. (%) NA NA NA 

BV/Sh (INR) -2.4 -3.5 -2.9 

RoE (%) NA NA NA 

RoCE (%) -2.0 -6.3 21.8 

Div. Payout (%) NA NA NA 

Valuations    

P/E (x) NA NA 90.8 

P/BV (x) NA NA NA 

EV/EBITDA (x) 11.9 10.3 7.8 

EV/Sub (INR) 5,852 5,166 4,511 

 
Shareholding pattern (%)  

As on Mar-14 Dec-13 Mar-13 

Promoter 64.5 64.5 63.6 

Domestic Inst 4.9 5.6 4.4 

Foreign 22.8 22.3 24.5 

Others 7.8 7.5 7.6 
 

 
Stock Performance (1-year) 

 
 
 

Investors are advised to refer through disclosures made at the end of the Research Report. 
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DITV: Gross subscriber additions and market share 

 
Source: TRAI, MOSL 

DITV: Entry price offer for standard definition box (INR) 

 
Source: Company, MOSL 

DITV: We expect 6% ARPU CAGR over FY14-16E 

 
Source: Company, MOSL 

DITV: Monthly pack price 

 
Source: Company, MOSL 
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DITV: Programming & content cost 

 
Source: Company, MOSL 

DITV: Programming & content cost as % of revenue 

 
Source: Company, MOSL 

 

State wise entertainment tax 
States levying on per subscriber basis (INR/month) 

 
States levying on revenue share basis (%) 

 
Assam 25 Karnataka 6% 

Chhattisgarh 10 Kerala 2% 

Chhattisgarh 20 Punjab 10% 

Delhi 20 Uttar Pradesh 25% 

Goa 30 Madhya Pradesh 20% 

Gujarat 16.7 Orissa 5% 

Maharahstra - Mumbai city/suburban 45 Bihar 15% 

Maharashtra - others 15/30/45 Tamil Nadu 30% 

Uttarakhand 25 Jharkhand 10% 

Uttarakhand - commercial 50 
  

West Bengal - Kolkata 10 
  

West Bengal - Others 5 
  

Nagaland 10 
   

Source: TRAI, MOSL 
 

DITV: Entertainment tax as % of revenue 

 
Source: Company, MOSL 
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DITV: 21% EBITDA CAGR over FY14-16E 

 
Source: Company, MOSL 

DITV: Trading at lower end of valuation on EV/EBITDA 

 
Source: Company, MOSL 

 

CYTD return (%) 

 
Source: MOSL 
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DITV: DCF valuation 

 
Source: Company, MOSL 

 

DITV: Key assumptions 
Key Assumptions FY10 FY11 FY12 FY13 FY14E FY15E FY16E 
Gross subscribers (m) 7 10 13 15 17 19 22 

YoY (%) 36 51 24 18 10 15 13 
Gross adds (m) 1.8 3.5 2.5 2.3 1.5 2.5 2.5 

YoY (%) -12 93 -30 -6 -36 69 0 
Net subscribers (m) 5.7 8.5 9.6 10.7 11.4 12.8 14.1 

YoY (%) 32 50 13 11 6 12 10 
Net adds (m) 1.4 2.8 1.1 1.1 0.7 1.4 1.3 

YoY (%) -22 106 -60 -2 -38 108 -11 
Monthly churn (%) 7.4 7.9 11.4 8.5 5.0 6.0 6.0 

ARPU (INR) 140 140 153 157 164 174 181 
YoY (%) -3 0 10 3 4 6 4 

Prog & content costs (INR b) 4.6 5.2 6.1 6.6 7.7 8.5 9.3 
% of revenue 42 36 31 30 32 31 30 
EBITDA margin (%) 9 17 25 27 23 23 26 

CPE capex/gross add (USD) 47 46 46 46 46 45 44 
CPE capex/subscription revenue (%) 49 62 34 32 19 27 23 
 

Source: Company, MOSL 
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Disclosures 
This report is for personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or 
inducement to invest in securities or other investments and Motilal Oswal Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it. This report is not for public distribution 
and has been furnished to you solely for your information and should not be reproduced or redistributed to any other person in any form. 
 
Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information specifically agrees to exempt MOSt or any of its 
affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold MOSt or any of its affiliates or employees responsible for any such misuse and further agrees 
to hold MOSt or any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. 
 
The information contained herein is based on publicly available data or other sources believed to be reliable. While we would endeavour to update the information herein on reasonable basis, MOSt and/or 
its affiliates are under no obligation to update the information. Also there may be regulatory, compliance, or other reasons that may prevent MOSt and/or its affiliates from doing so. MOSt or any of its 
affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. MOSt or any 
of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of 
merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own investigations. 
 
This report is intended for distribution to institutional investors. Recipients who are not institutional investors should seek advice of their independent financial advisor prior to taking any investment decision 
based on this report or for any necessary explanation of its contents. 
 
MOSt and/or its affiliates and/or employees may have interests/positions, financial or otherwise in the securities mentioned in this report. To enhance transparency, MOSt has incorporated a Disclosure of 
Interest Statement in this document. This should, however, not be treated as endorsement of the views expressed in the report. 
 

Disclosure of Interest Statement DISH TV INDIA LTD 
1. Analyst ownership of the stock  No  
2. Group/Directors ownership of the stock  No 
3. Broking relationship with company covered No 
4. Investment Banking relationship with company covered No 

 
Analyst Certification 
The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the research analyst(s) was, is, 
or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The research analysts, strategists, or research associates principally 
responsible for preparation of MOSt research receive compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues. 
 
Regional Disclosures (outside India) 
This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary 
to law, regulation or which would subject MOSt & its group companies to registration or licensing requirements within such jurisdictions. 
 
For U.K.  
This report is intended for distribution only to persons having professional experience in matters relating to investments as described in Article 19 of the Financial Services and Markets Act 2000 (Financial 
Promotion) Order 2005 (referred to as "investment professionals").  This document must not be acted on or relied on by persons who are not investment professionals. Any investment or investment activity 
to which this document relates is only available to investment professionals and will be engaged in only with such persons. 
 
For U.S. 
Motilal Oswal Securities Limited (MOSL)  is not a registered broker - dealer under the U.S. Securities Exchange Act of 1934, as amended (the"1934 act") and under applicable state laws in the United 
States. In addition MOSL is not a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act" and together with the 1934 Act, the "Acts), and under 
applicable state laws in the United States. Accordingly, in the absence of specific exemption under the Acts, any brokerage and investment services provided by MOSL, including the products and services 
described herein are not available to or intended for U.S. persons.  
 
This report is intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the Exchange Act and interpretations thereof by SEC (henceforth referred to as "major 
institutional investors"). This document must not be acted on or relied on by persons who are not major institutional investors. Any investment or investment activity to which this document relates is only 
available to major institutional investors and will be engaged in only with major institutional investors. In reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange 
Act of 1934, as amended (the "Exchange Act") and interpretations thereof by the U.S. Securities and Exchange Commission ("SEC") in order to conduct business with Institutional Investors based in the 
U.S., MOSL has entered into a chaperoning agreement with a U.S. registered broker-dealer, Motilal Oswal Securities International Private Limited. ("MOSIPL").  Any business interaction pursuant to this 
report will have to be executed within the provisions of this chaperoning agreement. 
 
The Research Analysts contributing to the report may not be registered /qualified as research analyst with FINRA. Such research analyst may not be associated persons of the U.S. registered broker-
dealer, MOSIPL,  and therefore, may not be subject to NASD rule 2711 and NYSE Rule 472 restrictions on communication with a subject company, public appearances and trading securities held by a 
research analyst account. 
 
For Singapore  
Motilal Oswal Capital Markets Singapore Pte Limited is acting as  an exempt financial advisor under section 23(1)(f) of the Financial Advisers Act(FAA) read with regulation 17(1)(d) of the Financial 
Advisors Regulations and is a subsidiary of Motilal Oswal Securities Limited in India. This research is distributed in Singapore by Motilal Oswal Capital Markets Singapore Pte Limited and it is only directed 
in Singapore to accredited investors, as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended from time to time.  
In respect of any matter arising from or in connection with the research you could contact the following representatives of Motilal Oswal Capital Markets Singapore Pte Limited: 
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