Media & Entertainment

Sun TV Network

Bloomberg: SUNTV IN Equity
Reuters: SUTV.BO

Growth Momentum Continues

Result above expectation

Sun TV reported its 1QFY11 revenue and profitability ahead of our estimate.
The revenue during the quarter stood at Rs4,404mn (v/s our estimate of
Rs4,027mn) up 53% YoY (12.4% QoQ) whereas PAT grew 43% YoY (3.6%
QoQ) to reach Rs1,710mn (v/s our estimate of Rs1,517mn) during the
quarter. Apart from strong growth in revenue from ad and subscription
segment, revenue of Rs480mn from movies led to this significant growth.

Strong ad and subscription revenue growth

During the quarter, the company reported strong ad as well as circulation
revenue growth. Ad revenues grew 51% YoY (flat QoQ) and reached
Rs2,220mn during the quarter.

During TQFY11, subscription revenues from the analog segment stood at
Rs510mn whereas that from the DTH, at Rs680mn, a growth of 84% YoY.
The DTH subscriber base also moved up from 6mn in 4QFY10 to 6.3mn in
1QFY11. Revenue from movie distribution stood at Rs480mn compared with
Rs230mn in TQFY10 and Rs80mn in the previous quarter.

Cost optimization improves margins

For the quarter, EBITDA margin was at 81.7% v/s 77.7% in the
corresponding quarter last year. Strong revenue growth coupled with cost
rationalsition helped to improve margins. Kal Radio has turned EBITDA
positive during FY10 whereas SAFM (another radio subsidiary) is expected to
turn EBITDA positive during FY11, likely providing further fillip to profitability.

Valuation and recommendation

Sun TV, in our view, is best placed to benefit from growing ad spend in the
regional market and its dominance in viewership. This will be further
supplemented by strong growth in subscription revenue. On the back of
improved performance during the quarter, we are upgrading our revenue
and earnings estimates. We expect SUN TV’'s EPS to grow at 29% CAGR
(25% earlier) over FY10-FY12E. We value the company at 24x of FY12 EPS
and continue to maintain BUY on the stock with a revised TP of Rs530.

Exhibit 1: Key financials

July 29, 2010

Recommendation: BUY
No Change

(Rs mn) FYos FY09 FY10 FY11E FY12E
Operating income 8,699 10,394 14,528 18,786 22,686
EBITDA 5,975 7,368 10,909 14,565 17,433
EBITDA mgn (%) 68.7 70.9 75.1 77.5 76.8
PAT 3,267 3,683 5,199 6,986 8,647
PAT mgn (%) 37.6 35.4 35.8 37.2 38.1
EPS (Rs) 8.3 9.3 13.2 17.7 21.9
P/E (x) 35.8 17.8 325 25.9 21
EV/EBITDA (x) 18.7 8.3 14.9 11.8 9.6
EV/Sales (x) 12.8 5.9 11.2 9.2 7.4

Source: Company, Ambit Capital research
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Recommendation

CMP: Rs460
Target Price: Rs530
Previous TP: Rs475
Upside (%) 15
EPS (FY11E): Rs17.7
Change from previous (%) 8

Stock Information

Mkt cap: Rs181,319mn/US$3,885mn
52-wk H/L: Rs475/244
3M Avg. daily vol. (mn): 0
Beta (x): 0.8
BSE Sensex: 17,957
Nifty: 5,398

MM 3M 12M  YTD
Absolute 93 94 813 338
Rel. to Sensex 8.2 59 548 302
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Capital may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

Please refer to disclaimer section on the last page for further important disclaimer.
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Exhibit 2: Quarterly snapshot

Sun TV Network

As a % of As a % of As a % of % Change % Change
Rs mn Kol revenue 4QFY10 revenue 1QFY10 revenue QoQ YoY
Total Income 4,404 100.0 3,919 100.0 2,877 100.0 124 53.1
Cost of revenues 268 6.1 221 5.6 208 7.2 21.0 28.5
Salary expenses 399 9.1 167 4.3 311 10.8 139.2 28.6
Other Expenditure 139 3.1 222 5.7 122 4.2 (37.7) 14.0
Total Expenditure 806 18.3 610 15.6 640 22.3 32.0 25.8
EBITDA 3,599 81.7 3,309 84.4 2,236 77.7 8.8 60.9
Depreciation/ Amortisation 1,147 26.0 848 21.6 550 19.1 35.2 108.7
EBIT 2,452 55.7 2,460 62.8 1,686 58.6 (0.3) 45.4
Interest Expense 1 0.0 2 0.1 6 0.2 (39.1) (77.8)
Other Income 113 2.6 85 2.2 142 4.9 33.3 (20.7)
Exceptional ltems - - - - - -
PBT 2,563 58.2 2,542 64.9 1,822 63.4 0.8 40.6
Tax Expense 854 19.4 892 22.8 624 21.7 (4.3) 36.7
PAT 1,710 38.8 1,651 42.1 1,198 41.6 3.6 42.7
Source: Company, Ambit Capital research
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Explanation of Investment Rating

Investment Rating Expected return
(over 12-month period from date of initial rating)

Buy >15%

Hold 5% to 15%

Sell <5%
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Additional information on recommended securities is available on request.
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and AMBIT Capital Private Limited ("AMBIT Capital") shall not be responsible and/ or liable in any manner.

2. This Report has been issued by AMBIT Capital for the information of its clients/potential clients only.
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the terms of business in place between the AMBIT Capital and such affiliate.

4. AMBIT Capital is a Stock Broker registered with Securities and Exchange Board of India Limited (SEBI) and so it is regulated by SEBI.

5. This Report is not and should not be construed as an investment advice to any client to acquire, subscribe, purchase, sell, dispose of, retain any securities or an offer
to sell or the solicitation of an offer to purchase or subscribe for any investment or as an official endorsement of any investment.

6. If '‘Buy’, 'Sell', or 'Hold' recommendation is made in this Report such recommendation or view or opinion expressed on investments in this Report is not intended to
constitute investment advice and should not be intended or treated as a substitute for necessary review or validation or any professional advice. The views expressed
in this Report are those of the analyst which are subject to change and do not represent to be an authority on the subject. AMBIT Capital may or may not subscribe
to any and/ or all the views expressed herein.

7. AMBIT Capital makes best endeavour to ensure that the analyst(s) use current, reliable, comprehensive information and obtain such information from sources which
the analyst(s) believes to be reliable. However, such information has not been independently verified by AMBIT Capital or the analyst(s).

8. The information, opinions and views contained within this Report are based upon publicly available information and rates of taxation at the time of publication
which are subject to change from time to time without any prior notice. Reports may be updated anytime without any prior notice to any and/ or all client(s).

9. AMBIT Capital makes no guarantee, representation or warranty, express or implied; and accepts no responsibility or liability as to the accuracy or completeness or
currentness of the information in this Report.

10. Please note that past performance is not necessarily a guide to evaluate future performance.

11. AMBIT Capital and its affiliates and their respective officers directors and employees may hold positions in any securities mentioned in this Report (or in any related
investment) and may from time to time add to or dispose of any such securities (or investment).

12. Affiliate(s) of AMBIT Capital may from time to time render advisory and other services to companies being referred to in this Report and receive compensation for the
same.
13. AMBIT Capital may act as a market maker or risk arbitrator or liquidity provider or may have assumed an underwriting commitment in the securities of companies

discussed in this Report (or in related investments) or may sell them or buy them from clients on a principal to principal basis or may be involved in proprietary
trading and may also perform or seek to perform investment banking or underwriting services for or relating to those companies and may also be represented in the
supervisory board or on any other committee of those companies.

14. AMBIT Capital may sell or buy any securities or make any investment which may be contrary to or inconsistent with this Report.
15. This Report should be read and relied upon at the sole discretion and risk of the client.
16. The value of any investment made at your discretion based on this Report or income therefrom may be affected by changes in economic, financial and/ or political

factors and may go down as well as up and you may not get back the full or the expected amount invested. Some securities and/ or investments involve substantial
risk and are not suitable for all investors.

17. This Report is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or
published, copied in whole or | n part, for any purpose. Neither this Report nor any copy of it may be taken or transmitted or distributed, directly or indirectly within
India or into any other country including United States (to US Persons), Canada or Japan or to any resident thereof. The distribution of this Report in other
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restriction and/ or prohibition, and observe any such restrictions and/ or prohibition.
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