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Rating: Not Rated | CMP: Rs271 | TP: NA

Yield hike to drive growth

In our meeting, management of TV Today highlighted that new tariff order has
led to temporary disruption by impacting reach but normalcy will be regained
once the transition period is over. While competitive intensity in Hindi news
genre market has increased considerably post entry of Republic Bharat;
flagship channel Aaj Tak continues to maintain aleading position due to solid
content and superior reach. Management expects FY20 ad revenue to be
driven by rise in yields (~8-10%) in Hindi news channel Aaj Tak (operates
~100% inventory utilization). Yield for English news channel, India Today
(operates at ~69% utilization) is also expected to rise by ~4-5% in FY20.
Though application to MIB for transferring radio business to ENIL stands
withdrawn we believe a different structure is being explored which could
potentially result in cash inflow of ~Rs1.5bn, if the transaction concludes.
Merger of Mail Today (daily tabloid published in Delhi) is on track which will
result in tax savings as print undertaking has accumulated losses to the tune
of ~Rs2.7bn. If the radio transaction concludes in FY20 and TV Today receives
Rs1.5bn, total cash to market cap (assuming current price) ratio will be in the
range of ~28% (TV Today has cash of ~Rs2.9bn as of FY19). Given market
leadership in the Hindi news, strong BS (negligible debt) and high cash on
books, valuation at 12x FY19 earnings looks attractive. Not Rated.

Entry of Republic Bharat has intensified competition: The Hindi/English news
genre has a market size of ~Rs20bn/~Rs6bn respectively. The news market is
highly fragmented in nature with number of players in fray. Entry of Republic Bharat
has intensified competition in an already overcrowded Hindi news market. Since
news content typically appeals to matured male audience, BFSI and auto are key
categories that advertise on the platform. FMCG has turned out to be an emerging
category post the recent success of Patanjali. Political advertising is also an
important category that advertises on news channels.

Yield will drive growth in flagship channel Aaj Tak: Flagship channel Aaj Tak is
currently operating at ~16 minutes of ad time per hour with yield in the range of
Rs6,000-7,000 per 10 seconds. The ad time has been cut from ~18-19 minutes per
hour to ~16 minutes per hour since June/July 2018 impacting the advertising
revenue by ~Rs400mn in FY19. Yield hike of ~8-10% in expected in FY20.

India Today’s utilization to remain flat at ~69%: India Today operates at an ad
time of ~11 minutes per hour with yield in the range of ~Rs2,000 per 10 seconds.
While there is a cushion to increase ad inventory by ~5 minute per hour (targeted
base case inventory of ~16 minute per hour) considering competition in the space
we expect utilization to remain flat. Growth will be driven by rise in yields (~4-5%
per annum).

Sale of 3 radio licenses to fetch ~Rs1.5bn: While application to MIB for
transferring radio business to ENIL stands withdrawn we believe a different
structure is being explored at the moment (radio business is transferred into a
subsidiary). Cash inflow of ~Rs1.5bn is expected from sale of 3 licenses in Mumbai,
Delhi & Kolkata to ENIL, if the transaction concludes.
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Key highlights from our meeting

News genreis a highly fragmented & competitive market: The Hindi news genre
has a market size of ~Rs20bn. The market is highly fragmented in nature with a
number of players like Aaj Tak, Zee News, India TV, ABP News, News18 India and
NDTV India. Entry of Republic Bharat has further intensified competition in an
already overcrowded market.

Exhibit 1: Aaj Tak’s viewership is intact despite entry of Republic Bharat

Aaj Tak Newl8 India  ——— ABP News
India TV Zee News Republic Bhara
30% 1 24%
25% 1 20%
0
20% 4 o —

— < 19%

15% - 0
0 17049%

10% -

50 /

0%

— "7 T—T—T7— 11— 7T . . 0%

5% -
$u“° \@gu" $§° \@“ \@‘b $@ \$@°\$@"$@’Q\$‘1’$“’§‘$@ SRS

Source: BARC

In 2018, Hindi news genre’s advertising volume share was 5%. Since news content
typically appeals to matured male audience, BFSI and auto are key categories that
advertise on the platform. FMCG has turned out to be an emerging category post
the recent success of Patanjali. Political advertising is also an important category
that advertises on news channels. While Lok Sabha elections have just concluded,
5 important state elections are scheduled in next 18 months. Thus, traction from
political advertising is expected to remain strong.

Exhibit 2: 5 States scheduled to go for elections in next 18 months

States Month & Year
Haryana Nov-19
Maharashtra Nov-19
Jharkhand Jan-20
Delhi Feb-20
Bihar Nov-20

Source: Election Commission

The English news genre is comparatively smaller with market size of ~Rs6bn.
However, the market is equally competitive with established players like Republic
TV, Times Now, CNN News, India Today, WION and NewsX in the fray.
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Exhibit 3: India Today’s viewership share has witnessed improvement

Republic TV DD India —— Times Now
CNN News India Today Television
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Flagship channel Aaj Tak dominates the Hindi news genre: Aaj Tak is market
leader in the Hindi news segment with a revenue market share of ~21% (we assume
Aaj Tak contributes ~70% of the TV broadcasting revenues of FY19). While the
channel operated at an ad time of ~18-19 minutes per hour, since June/July 2108
the inventory has been reduced to ~16 minutes of ad time per hour. Reduction in
ad inventory has resulted in revenue loss of ~Rs400mn in FY19. The rationale
behind imposing voluntary ad cap is to improve viewership experience. Loss of air
time sale is expected to be compensated by increase in yield. Current yield is in the
range of Rs6,000-7,000 per 10 seconds and is highest amongst competition.

Exhibit 4: Aaj Tak has highest yield amongst peers in Hindi news market

Channel Yield per 10 seconds
Aaj Tak Rs6,000-7,000
Zee News ~Rs4,000
ABP News ~Rs5,800
India TV ~Rs4,750
Republic Bharat ~Rs3,750

Source: Company & Media Ant

English news channel India Today on a catch up game: India Today operates
at an ad time of ~11 minutes per hour with yield in the range of ~Rs2,000 per 10
seconds. Average 4 week trailing viewership market share is ~14%.

Exhibit 5: Times Now has highest yield amongst peers in English news genre

Channel Yield per 10 seconds
India Today ~Rs2,000
Times Now ~Rs7,500
Republic TV ~Rs3,300
CNN News ~Rs4,200

Source: Company & Media Ant

While there is a cushion to increase the ad inventory by ~5 minute per hour
(targeted base case inventory of ~16 minute per hour) but considering competition
in the space we expect inventory to remain flat. Growth will be driven by rise in
yields (~4-5% per annum).
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Sale of 3radio licenses can fetch Rs1.5bn: TV Today entered into an agreement
with ENIL in February 2015 to sell 7 radio stations to the latter. While in July 2015,
TV Today got consent from MIB to sell 4 stations in Amritsar, Jodhpur, Patiala and
Shimla for a consideration of Rs40mn, approval for the remaining 3 stations in
Mumbai, Delhi & Kolkata was denied as it violated the minimum lock in period.

Since MIB approval for remaining stations was pending for long, TV Today recently
decided to withdraw its application. Post withdrawal, the radio business will now be
transferred into a wholly owned subsidiary Vibgyor Broadcasting Pvt Ltd. We
believe a different structure is being examined to transfer the licenses to ENIL. TV
Today paid Rs714mn as migration fee for transferring these 3 licenses from phase
Il to phase Il regime and potential sale could result in cash inflow of ~Rs1.5bn.

Merger of Mail Today to result in tax advantage: In order to generate editorial &
business content synergies it has been decided to merge the newspaper business
of Mail Today (print undertaking of the group company) with the company. Malil
Today is a daily tabloid published in New Delhi with daily circulation of 1.5-2 lac
copies.

As of FY19, the news publishing business reported sales and EBIT loss of
Rs327.1mn and Rs16.4mn respectively. Merger of print business with itself is likely
to result in tax savings as publishing business has accumulated losses of ~Rs2.7bn.
Carrying forward losses post-merger is likely to result in payment of tax at MAT rate
and result in tax savings.

Outlook & view: TV Today’'s sales/PAT have grown at a CAGR of 8.5%/28.6%
over FY16-19. Going ahead, top-line growth will be driven by rise in yields as Aaj
Tak is operating at ~100% utilization while there is limited scope for utilization to go
above ~69% for India Today. Yield for Aaj Tak and India Today is expected to grow
by ~8-10% and ~4-5% respectively in FY20E. Current cash on books is Rs2.9bn. If
the radio transaction goes through in FY20 and TV Today receives Rs1.5bn,
total cash to market cap (assuming current price) ratio will be in the range of
~28%. Given market leadership in the Hindi news, strong BS (negligible debt)
and high cash on books, valuation at 12x FY19 earnings looks attractive. Not
Rated.
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Financials
Income Statement (Rs m)
Y/e Mar FY16 FY17 FY18 FY19
Net Revenues 5,816 6,523 7,209 7,422
YoY gr. (%) 22.0 12.2 10.5 3.0
Cost of Goods Sold 38 31 28 33
Gross Profit 5,778 6,492 7,181 7,390
Margin (%) 99.3 99.5 99.6 99.6
Employee Cost 1,535 1,805 2,025 2,227
Other Expenses 2,626 3,063 3,080 3,167
EBITDA 1,617 1,624 2,076 1,996
YoY gr. (%) 22.8 0.5 27.8 -3.9
Margin (%) 27.8 24.9 28.8 26.9
Depreciation and Amortization 309 294 314 315
EBIT 1,308 1,331 1,762 1,681
Margin (%) 225 20.4 24.4 22.6
Net Interest 64 84 37 8
Other Income 206 214 247 367
Profit Before Tax 1,450 1,460 1,972 2,039
Margin (%) 24.9 22.4 27.4 27.5
Total Tax 529 541 645 725
Effective tax rate (%) 36.5 371 32.7 355
Profit after tax 921 919 1,327 1,314
Minority interest 16 18
Share Profit from Associate
Adjusted PAT 937 937 1,327 1,314
Yo gr. (%) 15.6 0.0 41.7 -1.0
Margin (%) 16.1 14.4 18.4 17.7
Extra Ord. Income / (Exp) -303 86 -138
Reported PAT 634 1,022 1,189 1,314
YoY gr. (%) -21.8 61.3 16.4 11.0
Margin (%) 10.9 15.7 16.5 17.7
Other Comprehensive Income -4 3.82
Total Comprehensive Income 1,186 1,318
Equity Shares O/s (m) 298 298 298 298
EPS (Rs) 10.6 17.1 19.9 22.0

Balance Sheet Abstract (Rs m)
Y/e Mar FY16 FY17 FY18 FY19

Non-Current Assets

Gross Block 2,445 2,586 3,348 NA*
Tangibles 2,059 2,184 2,227
Intangibles 386 402 1,121
Acc: Dep / Amortization 302 5901 821 NA*
Tangibles 247 483 613
Intangibles 55 109 208
Net fixed assets 2,143 1,995 2,527 2,423
Tangibles 1,813 1,702 1,614
Intangibles 331 293 913
Capital Work In Progress 18 31 6 40
Goodwill 0
Non-Current Investments 72 64 55 53
Net Deferred tax assets 148 145 138 172
Other Non-Current Assets 296 367 1,053 317

Current Assets

Investments

Inventories 14 16 17 25

Trade receivables 1,508 1,794 1,849 1,846

Cash & Bank Balance 1,702 2,631 1,995 2,908

Other Current Assets 573 635 704 1,744
Total Assets 6,473 7,680 8,342 9,529
Equity

Equity Share Capital 298 298 298 298

Other Equity 4,423 5,512 6,319 7,475
Total Networth 4,722 5,810 6,617 7,774

Non-Current Liabilities

Long Term borrowings 111 52 0 0
Provisions 85 107 125 70
Other non current liabilities 10 6 2 27

Current Liabilities

ST Debt / Current of LT Debt 345 296 0 31
Trade payables 697 913 867 805
Other current liabilities 504 495 732 822
Total Equity & Liabilities 6,473 7,680 8,342 9,529

Source: Company Data, PL Research

Source: Company Data, PL Research

* Since AR is not published as yet detaield breakdown of gross block is not
available
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Analyst Coverage Universe

Sr. No. CompanyName Rating TP (Rs) Share Price (Rs)
1 Dish TV India NR - 74
2 Entertainment Network (India) Accumulate 662 495
3 Music Broadcast BUY 75 59
4 Navneet Education BUY 142 107
5 S Chand and Company Hold 234 199
6 V.I.P. Industries BUY 564 431
7 - 14

Zee Media Corporation Under Review

PL’s Recommendation Nomenclature (Absolute Performance)

Buy

Accumulate

Hold

Reduce

Sell

Not Rated (NR)
Under Review (UR)

> 15%

5% to 15%

+5% to -5%

-5% to -15%

<-15%

No specific call on the stock
Rating likely to change shortly
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Jinesh Joshi- MS(Finance) and CFA 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 views about 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.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014
PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

It is confirmed that Mr. Jinesh Joshi- MS(Finance) and CFA Research Analysts of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware that any or all o the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be engaged
in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company or act as an
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or
regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209
www.plindia.com | Bloomberg Research Page: PRLD <GO>
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