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HT Media’s Q4 FY07 results should be taken in perspective. Our EPS forecasts were too 

aggressive (we looked for FY07 EPS of INR4.56, vs INR4.14 reported) because the 

company is investing in the establishment of its radio business, and sustained growth in 

print. HT Media spent INR127m in Q4 FY07 (INR193m in FY07) on the launch and 

marketing expenses of its business newspaper “Mint” and HT Times supplement “HT 

Café”. We estimate Radio losses at the PBT level to be INR240m for FY07. If we remove 

these items, FY07 EPS would be around INR5.36, 29% higher than reported EPS of 

INR4.14. Nonetheless, HT Media still reported FY07 clean EPS growth of 74% y-o-y. 

We think that the group’s strategy of expanding its national footprint, combined with 

advertising media inflation as Delhi’s advertising rates catch up with Mumbai, should 

ensure that strong ad revenue growth will be sustained until at least FY10e.  

In our opinion, radio and internet businesses are likely to become growth drivers within 

one year, and the value of these ventures is clearly not yet priced into the stock. 

We revise our forecasts factoring in higher newsprint consumption, lower newsprint cost 

per ton and higher losses on radio business. We estimate EBITDA margin expansion of 

566bps in FY08e. 

We believe that HT Media still offers attractive upside. The stock trades at an attractive 

PEG of 0.6x, and our refreshed target price of INR225 implies a 12-month total return of 

22.5%. We maintain our Overweight rating. 

Overweight  

 

Target price (INR) 225 
Share price (INR) 184 
Potential total return (%) 22.5 

Mar 2007a 2008e 2009 e 

HSBC EPS 4.14 7.25 10.58 
HSBC PE 46.0 26.3 18.0 

Performance 1M 3M 12M 

Absolute (%) 11.2 4.7 82.3 
Relative^ (%) -0.3 7.1 59.4 

Note: (V) = volatile (please see disclosure appendix) 
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HT Media Ltd

Investing for the future 

 HT Media is investing for the future, spending INR127m in 
Q4 FY07 to launch its new paper “Mint” and HT Times 
supplement “HT Cafe”. We believe that none of the potential 
value from Mint, radio or internet ventures is priced in 

 Lower than expected results for FY07, due to investment, 
cause us to lower our FY08e net income estimate by 2%. We 
still forecast EBITDA margins to expand by 566bps in FY08e 

 The stock offers FY08e EPS growth of 75% for a PE multiple 
of 26x. Our refreshed PE multiple and DCF valuation yields a 
target price of INR225 (previously INR230) implying a 12-
month total return of 22.5%. We remain Overweight 

Consumer Brands & Retail 
Media 
Equity – India 

Company report 

Index^ BOMBAY SE IDX
Index level 14,078
RIC HTML.BO
Bloomberg HTML IN

Source: HSBC 

Enterprise value (INRm) 41,499
Free float (%) 20.6
Market cap (USDm) 1,093
Market cap (INRm) 44,656

Source: HSBC 
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Financials & valuation 
Financial statements 

Year to 03/2007a 03/2008e 03/2009e 03/2010e

Profit & loss summary (INRm) 

Revenue 10,397 13,543 16,261 19,190
EBITDA 2,047 3,433 4,689 6,000
Depreciation & amortisation -436 -625 -711 -798
Operating profit (EBIT) 1,611 2,808 3,977 5,203
Net interest -143 -141 -141 -141
PBT 1,471 2,670 3,839 5,064
Taxation -546 -1,041 -1,405 -1,769
Net profit 971 1,699 2,478 3,296

Cash flow summary (INRm) 

Cash flow from operations 1,201 2,025 2,982 3,909
Capex -600 -900 -900 -900
Cash flow from investment -641 -727 -949 -954
Dividends -89 -195 -284 -377
Change in net debt -384 -1,103 -1,749 -2,577
FCF equity 578 1,107 2,063 2,989

Balance sheet summary (INRm) 

Intangible fixed assets 982 907 812 697
Tangible fixed assets 4,115 4,248 4,532 4,749
Current assets 6,390 8,158 10,541 13,761
Cash & others 3,194 4,298 6,046 8,624
Total assets 11,935 13,806 16,427 19,803
Operating liabilities 2,269 2,691 3,146 3,588
Gross debt 1,700 1,700 1,700 1,700
Net debt -1,494 -2,598 -4,346 -6,924
Shareholders funds 7,742 9,247 11,441 14,360
Invested capital 6,112 6,519 6,976 7,373

 
Ratio, growth and per share analysis 

Year to 03/2007a 03/2008e 03/2009e 03/2010e

Y-o-y % change    

Revenue 26.1 30.3 20.1 18.0
EBITDA 50.7 67.7 36.6 28.0
Operating profit 67.5 74.3 41.6 30.8
PBT 148.6 81.5 43.8 31.9
EPS 168.6 75.1 45.8 33.0

Ratios (%)    

Revenue/IC (x) 1.7 2.1 2.4 2.7
ROIC 18.7 28.7 38.8 48.5
ROE 13.2 20.0 24.0 25.5
ROA 9.0 13.4 16.7 18.7
EBITDA margin 19.7 25.3 28.8 31.3
Operating profit margin 15.5 20.7 24.5 27.1
EBITDA/net interest (x) 14.3 24.3 33.2 42.5
Net debt/equity -19.3 -28.3 -38.4 -48.6
Net debt/EBITDA (x) -0.7 -0.8 -0.9 -1.2
CF from operations/net debt    

Per share data (INR)    

EPS 4.14 7.25 10.58 14.07
DPS 0.33 0.73 1.06 1.41
 

 
 
Key forecast drivers 

Year to 03/2007a 03/2008e 03/2009e 03/2010e

Print Ad revenue growth 33.9% 25.0% 20.0% 17.5%
Radio revenue growth - 775.0% 50.0% 35.0%
Internet revenue growth - 212.5% 80.0% 75.0%
Print EBITDA margin 24.2% 30.2% 32.3% 33.7%
Radio EBITDA margin - -50.0% -12.5% 15.0%
Internet EBITDA margin - 10.0% 20.0% 30.0%

 
 
DCF analysis 

HSBC assumptions  DCF, comprising 

Beta 1  Value of enterprise 51,396
Cost of Equity 13.5%  Value of non core assets 493
WACC 13.3%  Value of equity 54,553

 
 
DCF sensitivity and valuation range (INR) 

WACC vs fade period 5 years 10 years 15 years 

11.3% 276 280 283 
12.3% 252 255 257 
13.3% 231 233 235 
14.3% 212 214 215 
15.3% 196 198 199 

 
 
Valuation data 

Year to 03/2007a 03/2008e 03/2009e 03/2010e

EV/sales 4.1 3.1 2.4 1.9
EV/EBITDA 20.9 12.1 8.5 6.2
EV/IC 7.0 6.4 5.7 5.0
PE* 46.0 26.3 18.0 13.6
P/NAV 5.8 4.8 3.9 3.1
FCF yield (%) 1.3 2.5 4.7 6.8
Dividend yield (%) 0.2 0.4 0.6 0.7

Note: * = Based on HSBC EPS (fully diluted) 
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Q4 FY07 results roundup 

 Revenue grew by 24% in the quarter, on the 

back of 32% increase in ad revenues y-o-y 

 Newsprint cost as a percentage of total 

revenue was 39.5% as compared to 40.3% in 

Q3 FY07 and 41.5% in Q4 FY06. We 

attribute this to the lower newsprint costs as 

newsprint rates have eased with Chinese 

supply weakening the Canadian newsprint 

cartel 

 Employee costs as percentage of total revenue 

stood at 14.8%, lower than Q4 FY06 of 

15.2% 

 Advertising expenses at INR268m (9.4% of 

total revenue, compared to 7.3% in Q4 FY06) 

was 60% higher y-o-y. INR127m of this was 

due to launch expenses of Mint and HT Café 

 EBITDA margin expanded by 69bps y-o-y 

FY07 results review

 Total FY07 revenue in line with our expectations: 28% total 

revenue growth, and 33% ad revenue growth y-o-y 

 Profits adversely impacted by launch expenses of Mint and HT 

Café. Company reports INR127m launch expenses for Q4 FY07 

 Radio PBT loss for FY07 estimated at INR240m, about INR60m 

higher than our estimate 

HT Media: FY07 results summary 

INRm Q4 FY07 Q4 FY06 Y-o-y FY07 FY06 Y-o-y 

Total revenue 2,841 2,291 24.0% 10,763 8,410 28.0% 
EBITDA 509 396 28.4% 2,047 1,359 50.7% 
EBITDA margin 18.5% 17.8% 69 bps 19.7% 16.5% 321 bps 
   
Depreciation 107 97 10.5% 436 396 10.0% 
Interest 35 34 2.1% 143 138 3.9% 
Profit before tax (excl exceptionals) 367 265 38.3% 1,468 825 78.1% 
Profit before tax margin 13.3% 11.9% 142 bps 14.1% 10.0% 412 bps 
   
Tax 127 35 266.9% 546 240 127.4% 

Net income (excl exceptionals) 240 164 46.5% 923 525 75.8% 
Net income margin 8.7% 7.4% 136 bps 8.9% 6.4% 251 bps 

Source: Company data, HSBC 
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FY07 full year results roundup 
 Total revenue grew by 28%, driven by 

advertisement revenue growth of 33%. We 

estimate radio revenues at about INR40m. 

Total revenues are 0.5% lower than our 

expectations 

 Employee costs grew 28.3% y-o-y to 

INR1596m. We estimate about INR120m 

extra employee costs were due to hiring in the 

new radio business 

 Advertisement expenses increased 0.7% y-o-y 

to INR716m. Although the percentage 

increase is small, this is still a substantial 

amount, considering that FY06 suffered 

expenses for the Hindustan Times Mumbai 

edition launch and therefore is a high base for 

comparison. We estimate about INR800m as 

advertisement expenses for the radio business 

in FY07 

 EBITDA margins increased 321bps to 19.7% 

We have estimated the income statement for HT 

Media’s radio business for FY07 (this is not 

separately reported by the company): 

HT Media: HSBC estimates for radio business FY07 P&L (INRm) 

Revenue 40 
  
Employee costs 120 
Advertisement 80 
Other expenses 10 
EBITDA -170 
  
Depreciation 35 
EBIT -205 
Interest 35 

PBT -240 

Source: HSBC 
 

Investing for the future 
HT Media’s newspaper business continues to 

outperform: HT Media has posted 33% ad 

revenue growth in FY07, following 32% growth 

in FY06.  

We forecast FY08e ad revenue growth to slow to 

25%, still 6-8% higher than the industry. 

The company reports that it has invested heavily 

in its business newspaper Mint and the HT Times 

supplement, HT Café  

HT Media: Investing for the future (INRm) 

 Q4 FY07 FY07 

Business Paper pre-launch 27 93 
Marketing & Promotion expenses on launch of   
  Mint 47 47 
  HT Café 53 53 
Total 127 193 

Source: Company data 
 

We forecast total print revenues to grow by 22.5% 

in FY08e, driven by an increased national 

footprint, selling ad space in packages and the 

successful launch of the new business newspaper 

Mint. 

Contrary to the trend observed in the developed 

world, where ad spend is shifting away from print 

towards TV and newer media like the internet, we 

do not see any decline in newspapers’ share of 

Indian ad spend and expect it to remain constant 

at 41-42%. Increasing urbanisation, literacy rates 

and English speaking population should keep 

readership levels, and ad revenues, for the 

newsprint business strong. We estimate 16.8% ad 

spend CAGR for the industry 2005-10e. 

HT Media’s print strategy rests on two pillars: 

 Expanding national footprint. Most of HT 

Media’s newspapers have a leading or 

number two market position in their 

respective categories. The hub and spoke 

model combined with the re-usability of 

content provides high operating leverage 

 Bundling advertisement space. More than 

70% of HT Media’s advertising space is sold 

as packages either across geographies or 

across editions, accelerating HT Media’s 
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ability to garner revenues from geographical 

expansion and new media formats 

Mumbai edition 

According to the company, Hindustan Times 

Mumbai edition has a print order of 280,000 

copies exit FY07, as compared to exit FY06 print 

order of about 190,000, an increase of 47% y-o-y. 

We expect circulation to increase to 370,000 by 

end FY08e. HT has added pages to the Mumbai 

edition, thereby enabling revenue expansion 

through the increased space. 

Making a Mint 

The recently launched business newspaper Mint is 

already a strong number 2 in the Mumbai and 

Delhi business newspaper market with a 

circulation of over 80,000 copies. Since the 

element of local news in Mint is almost nil, it can 

be very easily rolled out to newer territories 

without having to deploy additional ground staff. 

Mint uses Eidos software which enables creation 

of the newspaper design, layout and content in 

Delhi, and then electronic distribution to Mumbai, 

or any other location, where it just needs to be 

printed.  

A common edition across many locations in India 

is a distinct possibility, making the roll-out cost 

effective. 

We believe that HT Media will launch Mint in 

new geographies with cities like Chandigarh, 

Kolkota and Bangalore being likely targets.  

Mint is likely to break even in about 12 months 

and we do not expect a loss greater than INR300m 

on this front. 

Media inflation 

Due to the price war with The Times of India, cost 

per thousand (CPT) in Delhi is at a huge discount 

to Mumbai CPT. To illustrate, TOI charges about 

INR1400 per sq cm for the Delhi edition (on a 

readership of about 2m) whereas it charges 

INR2,200 per sq cm for the Mumbai readership of 

160,000. Delhi CPT is therefore almost at a 50% 

discount to Mumbai CPT. 

The price war with HT Media has ended. CPT in 

Delhi should logically increase by about 15% 

every year till it is in sync with Mumbai CPTs. 

We expect this to drive top-line and bottom line 

growth for at least another 2-3 years. 

Moreover, since HT Media has a large exposure 

to the Delhi market, its stands to gain more than 

any of its competitors. 

Radio fever 

Recent liberalisation in the FM industry leads us 

to believe that radio will increase its share of the 

ad spend pie from 2% in 2005 to 3.5% in 2010e.  

We estimate that HT Media will add INR350m to 

its top line in FY08e with the launch of Fever 104 

FM in Delhi, Mumbai and Bangalore over the last 

six months. Fever is expected to launch in 

Kolkota in Q1 FY08, and we forecast that the 

group’s radio ad revenues will grow at a 38% 

CAGR over the next three years.  

We expect HT Media’s radio operation to break 

even at the EBIT level in FY10e. After that, 

increase in revenue flows directly to the bottom 

line as almost all costs are non-variable in nature.  

Internet: old business new platform 

Capitalising on its strengths of being a large 

newspaper player in the matrimonial, real estate 

and recruitment advertising segments, HT Media 

plans on creating verticals in the internet space.  

For HT Media’s on-line ventures we assume a 

turnover of INR250m for FY08e growing to 

INR1.3b over the next three years. We assume a 

peak EBITDA margin of 40%, which we consider 

to be conservative.  
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Radio business 
We change our assumptions on the radio business, 

allowing for higher losses compared to our 

previous estimates.  

HT Media: Radio business assumptions  

INRm FY08e FY09e FY10e FY11e FY12e 

Revenue 350 525 709 921 1152 
EBITDA -175 -66 106 230 380 
EBITDA margin (%) -50.0% -12.5% 15.0% 25.0% 33.0% 
Depreciation / 
Amortisation 

110 110 110 110 110 

EBIT -285 -176 -4 120 270 
EBIT margin (%) -81.4% -33.5% -0.5% 13.1% 23.4% 
HT Media's share in 
EBIT (75%) 

-214 -132 -3 90 203 

Source: HSBC 
 

We assume an EBITDA loss of INR175m for 

FY08e as compared to our previous estimate of 

INR80m. For FY09e, we assume EBITDA loss of 

INR66m as compared to breakeven previously. 

We now assume EBITDA breakeven in FY10e. 

We believe we have adequately provided for 

losses with our new forecasts.  

Newsprint costs 
Newsprint (paper for newspapers) costs have been 

trending up over the past couple of years because 

high quality newsprint used in English dailies had to 

be imported, mainly from Canada. The newsprint 

trade became cartelised, pushing up prices. 

However, Chinese suppliers have entered the 

market with similar quality newsprint and this 

competition has weakened the Canadian cartel. 

Newsprint prices have been coming down over 

the past 4-5 months. We estimate that in dollar 

terms, newsprint prices will be 5% lower in 

FY08e y-o-y. 

With the USD weakening, there will be further 

benefit. Assuming an exchange rate of INR42.5, 

70% imported newsprint and a 3-month lag effect 

between placing an order and the charge out of 

inventory in the income statement, we get an 

additional 3% upside over and above the 5% in 

dollar terms. Thus, we assume a FY08e 8% y-o-y 

reduction in newsprint prices per tonne. 

Changes to our forecasts 

 We increase radio EBITDA losses from INR80m to INR175m for 

FY08e 

 Cheaper newsprint prices and beneficial exchange rates drive an 

8% reduction in cost per ton for newsprint 

 We increase our assumptions on consumption of newsprint from 

+12.5% y-o-y to +18.5% y-o-y, due to increase in pages per 

edition and the annualised impact of Mint 
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Consumption of newsprint  
We think that newsprint consumption will 

increase in FY08e due to: 

 Full year impact of Mint, with a circulation of 

about 80,000 copies, as compared to only 2 

months in FY07 

 10 pages extra in the HT Times Mumbai 

edition, with an average circulation of about 

2.8m copies as of end FY07 

 Increase in HT Times Mumbai circulation 

from 2.8m as of end FY07 to about 3.7m 

copies by end FY08e 

 2-3 pages extra in the HT Times Delhi 

edition, with a circulation of about 0.8m 

copies 

 New editions totalling about 0.08m copies 

We expect that newsprint consumption will go up 

by 18.5% in FY08e y-o-y due to the above 

factors, as compared to our previous estimate of 

12.5%. 

Change in forecasts 
We present in the table below the effect of the 

change in assumptions for FY08e and FY09e. 

We marginally increase sales for FY08e and 

FY09e. EBITDA margins for FY08e are 50bps 

lower due to radio losses and increased 

consumption of newsprint (partially offset by 

lower cost per ton).  

EBITDA margins for FY09e are 74bps higher 

because of lower newsprint costs per ton, and the 

negative effects of increased newsprint 

consumption and radio losses are much less than 

in FY09e than in FY08e.  

We increase CapEx for FY08e from INR450m to 

INR800m and for FY09e from INR500m to 

INR800m as management guide that they will 

need to add smaller printing presses, and upgrade 

the existing presses. 

Since the radio business is owned as a subsidiary, 

the parent will not get tax benefit from the radio 

losses; these will be carried forward to be used by 

the radio business when it makes profits. The 

increase in effective tax paid is therefore higher 

than increase in PBT in both FY08e and FY09e. 

Compared to our previous estimates, net margins 

are negatively affected in FY08e by 30bps and 

remain flat in FY09e. 

 

 

HT Media: Change in HSBC estimates  

INRm ___________________ FY08___________________ ___________________ FY09 __________________
 Old New Change Old New Change 

Sales 13,501 13,543 0.3% 16,147 16,261 0.7% 
Other income 378 378 0.0% 415 415 0.0% 
EBITDA 3,449 3,433 -0.5% 4,537 4,689 3.3% 
EBITDA margin 25.5% 25.3% -20 bps 28.1% 28.8% 74 bps 
EBIT 2,847 2,808 -1.4% 3,875 3,977 2.6% 
EBIT margin 21.1% 20.7% -35 bps 24.0% 24.5% 46 bps 
PBT 2,706 2,670 -1.4% 3,734 3,839 2.7% 
PBT margin 20.0% 19.7% -35 bps 23.1% 23.6% 47 bps 
Tax 1,017 1,041 2.4% 1,344 1,405 4.5% 
Net income 1,735 1,699 -2.1% 2,415 2,478 0.7% 
Net income margin 12.9% 12.5% -30 bps 15.0% 15.0% 0 bps 

Source: HSBC 
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Stock price catalysts 
We see two catalysts for the stock price: 

 Advertising rates rise. HT Media generally 

revise rates in January and June. This is part 

of the media CPT inflation we have 

previously referred to  

 Growth from the radio and internet businesses 

in FY08, which should trigger a re-rating for 

the stock 

Valuation and rating 
Our PE multiple and DCF models yield a range of 

fair value of INR217-233 (previously INR222-238). 

PE multiple valuation 

Examining the PE multiple range for the stock, we 

find that from August 2005 to May 2006, HT 

Media traded in a forward PE band of about 40x, 

but this was not sustained. 

The price fell, and in June 2006 it was trading at 

its lowest forward PE of 25x. Since then it has 

steadily re-rated from 25x, touching 50x, and is 

trading at 40x currently.  

Given the good growth prospects of the company 

(we see 75% EPS growth in FY08e, followed by 

46% in FY09e), we are comfortable applying a 

FY08e PE multiple target of 30x to the stock. 

Using our FY08e (for the fiscal year April 2007-

March 2008) fully diluted EPS of INR7.25, this 

yields a 12-month PE-based fair value of INR217 

per share (previously INR222).  

HT Media rolling PE band 
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30x

 
Source: HSBC 
 

DCF valuation  

Our forecasts drive a DCF fair value of INR233 

per share (previously INR238) using a WACC of 

13.3%. 

Valuation 

 Our forecasts drive EPS growth of 155% FY07-09e, giving us 

confidence to target a PE multiple of 30x  

 Our PE multiple and DCF models yield a fair value range of 

INR217-233 per share 

 We take the mid point of INR225 as our 12-month target price, 

representing 22.5% potential total return 
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HT Media: WACC calculation 

Risk free rate 5.0% 
Estimated beta  1.0 
Equity Premium 8.5% 
Cost of equity 13.5% 
  
Current market price (INR) 184 
No. of shares 234 
Market value (INRm) 43104 
Debt (INRm) 1700 
  
Proportion of equity 96.2% 
Proportion of debt 3.8% 
Cost of debt 11.0% 
  
Cost of capital (WACC) 13.3% 

Source: HSBC,  
 

Our three-stage DCF model explicitly forecasts 

out until 2018 and then trends for a semi explicit 

period of 13 years, then fades for another 10 

years, finishing in the year 2041. 

Our DCF model yields a fair value of INR233 per 

share, as shown in the sensitivity table below. 

HT Media: DCF sensitivity WACC vs fade period 

INR 5 years 10 years 15 years 

10.3% 305 310 314 
11.3% 276 280 283 
12.3% 252 255 257 
13.3% 231 233 235 
14.3% 212 214 215 
15.3% 196 198 199 
16.3% 182 183 184 

Source: HSBC 
 

 

Price target and rating 

We take the mid-point of our PE multiple and 

DCF valuation models to arrive at a 12 month 

target price of INR225 per share (previously 

INR230). 

At our target price, the stock would trade at a 

FY08e PE multiple of 31x. 

The HSBC rating system requires an 18.5% one-

year return, including dividends, to arrive at an 

Overweight rating for a non-volatile Indian stock. 

This consists of a (US based) risk-free rate of 5% 

plus an 8.5% Indian market equity risk premium, 

plus 5% additional return to justify an Overweight 

rating. 

Our 12-month price target represents 22.3% 

absolute upside, plus an anticipated 0.2% 

dividend yield for calendar 2007, giving a total 

potential return of 22.5%.  

We retain our Overweight rating on the stock. 

HT Media forecast 12-month potential total return 

Price upside 22.3% 
CY07 dividend yield 0.2% 
Total return 22.5% 

Source: HSBC 
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DNA entry in Delhi 
We estimate Delhi accounted for 70% of 

advertising revenues of HT Media in FY07. Delhi is 

a well covered market with two strong players, HT 

and TOI. DNA may want to emulate HT Media’s 

success leveraging on Delhi + Mumbai coverage.  

This would to some extent put a cap on the 

advertisement rates that HT Delhi would be able 

to charge. We, however, believe that with the 

launch of a separate business paper, DNA Money, 

first in the city of Ahmedabad and then in 

Mumbai, DNA has its hands full as its Mumbai 

edition continues to bleed cash. 

‘Metro’addresses this risk to some extent by 

acting as the “tonsils” for HT Media. Delhi is a 

more difficult market because it is well served at a 

competitive price by two English dailies. The ad 

rates are not only competitive but different types 

of price points have been developed for different 

types of advertisers 

Newsprint costs 
We take an 8% reduction in newsprint cost per ton 

in our FY08e estimates, driven 3% by exchange 

gain and 5% by pricing environment. If the prices 

go up again in the near term or the dollar 

strengthens beyond the average of 42.5, our 

estimates and target price may be at risk.  

Ad revenues slowdown 
Advertisement revenues may slow down if: 

 The economy slows down. We consider this a 

remote possibility, with real GDP growth rate 

estimates at 8-8.5%  

 Ad spend growth rate is lower than GDP 

growth rate. We consider this improbable as 

India’s ad spend as a percentage of GDP is 

already low, and emerging sectors such as 

retail and insurance will need to advertise 

aggressively  

 Ad spend shifts away from print to other 

media. We consider this unlikely as there are 

favourable macro factors such as rising 

literacy rate and improved product offerings 

in print 

We believe HT Media ad revenues will grow 6-

8% higher than the print industry average and 

Risks 

 Entry of a third player in the Delhi market could increase 

competition for ad revenues and cause bargaining power to tilt in 

favour of media buyers 

 Newsprint cost may not decline as much as anticipated, 

endangering our margin assumptions 

 HT Media’s ad revenue growth may slow due to shift in ad spend 

from print to other media 
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estimate growth of 25% in FY08e and 20% in 

FY09e.  

New ventures might not 
deliver 
HT Media is a new player in the FM radio and 

internet space. Although in some cases, it has 

synergies with its print business, it is possible that 

the ventures do not generate interest, or have 

heavy cost structures that make it difficult to 

break even.  

We believe we have been conservative with our 

estimates to account for this uncertainty. In our 

model, both radio and internet ventures break 

even at the EBIT level only in FY10e. 
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Disclosure appendix 
Analyst certification 
The following analyst(s), who is(are) primarily responsible for this report, certifies(y) that the views expressed herein 
accurately reflect their personal view(s) about the subject security(ies) and issuer(s) and that no part of their compensation was, 
is or will be directly or indirectly related to the specific recommendation(s) or views contained in this research report: Matt 
Marsden and Percy Panthaki 

Important disclosures 

Stock ratings and basis for financial analysis 
HSBC believes that investors utilise various disciplines and investment horizons when making investment decisions, which 
depend largely on individual circumstances such as the investor's existing holdings, risk tolerance and other considerations. 
Given these differences, HSBC has two principal aims in its equity research: 1) to identify long-term investment opportunities 
based on particular themes or ideas that may affect the future earnings or cash flows of companies on a 12 month time horizon; 
and 2) from time to time to identify short-term investment opportunities that are derived from fundamental, quantitative, 
technical or event-driven techniques on a 0-3 month time horizon and which may differ from our long-term investment rating. 
HSBC has assigned ratings for its long-term investment opportunities as described below. 

This report addresses only the long-term investment opportunities of the companies referred to in the report. As and when 
HSBC publishes a short-term trading idea the stocks to which these relate are identified on the website at 
www.hsbcnet.com/research. Details of these short-term investment opportunities can be found under the Reports section of this 
website. 

HSBC believes an investor's decision to buy or sell a stock should depend on individual circumstances such as the investor's 
existing holdings and other considerations. Different securities firms use a variety of ratings terms as well as different rating 
systems to describe their recommendations. Investors should carefully read the definitions of the ratings used in each research 
report. In addition, because research reports contain more complete information concerning the analysts' views, investors 
should carefully read the entire research report and should not infer its contents from the rating. In any case, ratings should not 
be used or relied on in isolation as investment advice. 

Rating definitions for long-term investment opportunities 

Stock ratings 
HSBC assigns ratings to its stocks in this sector on the following basis: 

For each stock we set a required rate of return calculated from the risk free rate for that stock's domestic, or as appropriate, 
regional market and the relevant equity risk premium established by our strategy team. The price target for a stock represents 
the value the analyst expects the stock to reach over our performance horizon. The performance horizon is 12 months. For a 
stock to be classified as Overweight, the implied return must exceed the required return by at least 5 percentage points over the 
next 12 months (or 10 percentage points for a stock classified as Volatile*). For a stock to be classified as Underweight, the 
stock must be expected to underperform its required return by at least 5 percentage points over the next 12 months (or 10 
percentage points for a stock classified as Volatile*).  Stocks between these bands are classified as Neutral. 

Our ratings are re-calibrated against these bands at the time of any 'material change' (initiation of coverage, change of volatility 
status or change in price target). Notwithstanding this, and although ratings are subject to ongoing management review, 
expected returns will be permitted to move outside the bands as a result of normal share price fluctuations without necessarily 
triggering a rating change. 

*A stock will be classified as volatile if its historical volatility has exceeded 40%, if the stock has been listed for less than 12 
months (unless it is in an industry or sector where volatility is low) or if the analyst expects significant volatility.  However, 
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stocks which we do not consider volatile may in fact also behave in such a way.  Historical volatility is defined as the past 
month's average of the daily 365-day moving average volatilities.  In order to avoid misleadingly frequent changes in rating, 
however, volatility has to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to change. 

Prior to this, from 7 June 2005 HSBC applied a ratings structure which ranked the stocks according to their notional target 
price vs current market price and then categorised (approximately) the top 40% as Overweight, the next 40% as Neutral and 
the last 20% as Underweight. The performance horizon is 2 years. The notional target price was defined as the mid-point of the 
analysts' valuation for a stock. 

From 15 November 2004 to 7 June 2005, HSBC carried no ratings and concentrated on long-term thematic reports which 
identified themes and trends in industries, but did not make a conclusion as to the investment action that potential investors 
should take. 

Prior to 15 November 2004, HSBC's ratings system was based upon a two-stage recommendation structure: a combination of 
the analysts' view on the stock relative to its sector and the sector call relative to the market, together giving a view on the 
stock relative to the market. The sector call was the responsibility of the strategy team, set in co-operation with the analysts. 
For other companies, HSBC showed a recommendation relative to the market. The performance horizon was 6-12 months. The 
target price was the level the stock should have traded at if the market accepted the analysts' view of the stock. 

Rating distribution for long-term investment opportunities 

As of 07 May 2007, the distribution of all ratings published is as follows: 
Overweight (Buy) 42% (15% of these provided with Investment Banking Services) 

Neutral (Hold) 37% (16% of these provided with Investment Banking Services) 

Underweight (Sell) 21% (14% of these provided with Investment Banking Services) 

Share price and rating changes for long-term investment opportunities 

HT Media Ltd Share Price performance INR Vs HSBC rating history  

 

Source: HSBC 

 

  

Recommendation & price target history 

From To Date 

N/A Overweight 13 October 2006 
Overweight Neutral 19 December 2006 
Neutral Overweight 30 March 2007 
Target Price Value Date 

Price 1 160.00 13 October 2006 
Price 2 172.40 19 December 2006 
Price 3 230.00 30 March 2007 

Source: HSBC 
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None of the below disclosures applies to any of the stocks featured in this report. 

1 HSBC* has managed or co-managed a public offering of securities for this company within the past 12 months. 
2 HSBC expects to receive or intends to seek compensation for investment banking services from this company in the next 

3 months. 
3 At the time of publication of this report, HSBC is a market maker in securities issued by this company. 
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detailed below. 
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* HSBC Legal Entities are listed in the Disclaimer below. 
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1 This report is dated as at 07 May 2007. 
2 All market data included in this report are dated as at close 04 May 2007, unless otherwise indicated in the report. 
3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of Research 
operate and have a management reporting line independent of HSBC's Investment Banking business. Chinese Wall 
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