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Share Data

Reuters code JAGP.BO

Bloomberg code JAGP IN

Market cap. (US$ mn) 743

6M avg. daily turnover (US$ mn) 1.3

Issued shares (mn) 301

Target price (Rs) 141

Performance (%) 1M 3M 12M

Absolute 5 (5) 45

Relative 6 (2) 28

Valuation ratios

Yr to 31 Mar FY11E FY12E

EPS (Rs) 7.0 8.1

+/- (%) 20.3 14.6

PER (x) 16.5 14.4

PBV (x) 4.6 3.8

Dividend/Yield (%) 1.7 1.7

EV/Sales (x) 3.2 2.8

EV/EBITDA (x) 10.0 8.8

Major shareholders (%)

Promoters 55

FIIs 9

MFs 15

BFSI's 1

Public & Others 20

Batlivala & Karani
MID CAP

Hungry for more acquisition...

Key takeaways from management meet

• Management reiterated that advertising revenue should grow 17–18% due to market

expansion and focus on Tier-II and Tier-III towns. Education sector spending will remain

robust and most advertising from this segment will accrue in June and July.

• Management strongly believes that there is enough steam left in the Uttar Pradesh and

Uttrakhand market, apart from strong visible growth in the Bihar and Jharkhand markets.

• Management intends to monetize its readership base by penetrating deep into the existing

market rather than entering new markets through the organic route. It believes that entry

via the organic route would dent profitability and instead it intends to use cash productively

to acquire existing brands that can be scaled with some effort.

• Jagran is scouting for more acquisitions in the print segment, which will primarily be

through Jagran Prakashan and non-print acquisitions could happen at the holding company

level. Management will use cash to acquire new assets.

• According to the management, raw material cost should not grow more than 10-11% in

FY11, despite newsprint prices lingering around US$ 650 per tonne since it has already

entered into long-term contract for supply of international newsprint at US$ 520 for FY11E.

• Management does not expect significant negative impact from DB Corp’s (Dainik Bhaskar)

launch in Bihar and Jharkhand in FY11 and the impact would be ~Rs 200 mn (pre-tax) in

FY12E due to lower cover prices owing to competitive pressure. However, management

expects to offset the loss through other high-growth businesses such as Outdoor and Events.

• As stated earlier, the Mid-Day deal will be EPS accretive for the company. Inquilab (Urdu

paper from Mid-day) will be launched in various cities of Uttar Pradesh and the aim will

be to increase its circulation to 0.2 mn copies in two years from 40,000 copies now.

• As of  now, the Outdoor and Events businesses are small with sales of  Rs 700 mn in FY10.

Once these segments achieve scale and profitability, management might think of  listing them.

B&K View

Given domination of Jagran Prakashan in Tier-II and Tier-III markets of the Hindi speaking

belt, we maintain our positive stance on its outlook. These markets are growing at a healthy

15% + annually and Jagran, being a market leader, would corner the lion’s share. Jagran

has better return ratios, strong management skills and delivery, and an excellent track

record. This lends confidence to our belief that DB Corp would not trade at 20% premium

to Jagran’s valuation multiple. We remain positive on Jagran’s prospects and its business

model in the North is similar to that of  Sun TV in the South. We maintain that Jagran is a

play on Second India growth story and expect it to grow both organically and inorganically.

Maintain OUTPERFORMER rating with a target price of  Rs 141. We recommend entering

the stock via Mid-Day as there is clear arbitrage of ~14% between Jagran’s share price

and Mid-day’s share price (based on share swap ratio).
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Balance Sheet

Yr end 31 Mar (Rs mn) FY09 FY10 FY11E FY12E

Cash & Marketable securities 2,396 2,484 3,272 4,742

Other current assets 2,773 3,357 3,494 3,825

Net fixed assets 3,990 3,940 3,737 3,734

Total assets 9,158 9,780 10,504 12,301

Current liabilities 1,624 1,861 1,910 1,960

Total debt 1,415 1,214 450 450

Other non-current liabilities 521 580 580 580

Total liabilities 3,559 3,655 2,940 2,990

Share capital 602 602 602 602

Reserves & surplus 4,997 5,523 6,961 8,709

Shareholders' funds 5,599 6,125 7,564 9,311

Total equity & liabilities 9,158 9,780 10,504 12,301

Capital employed 7,535 7,919 8,594 10,341

Income Statement

Yr end 31 Mar (Rs mn) FY09 FY10 FY11E FY12E

Net sales 8,234 9,419 10,594 11,979

Growth (%) 9.8 14.4 12.5 13.1

Operating expenses (6,667) (6,596) (7,241) (8,134)

Operating profit 1,567 2,823 3,354 3,845

EBITDA 1,567 2,823 3,354 3,845

Growth (%) (4.3) 80.1 18.8 14.6

Depreciation (383) (507) (548) (603)

Other income 227 343 356 374

EBIT 1,411 2,658 3,162 3,616

Interest paid (59) (66) (50) (50)

Pre-tax profit 1,352 2,592 3,112 3,566

(before non-recurring)

Pre-tax profit 1,352 2,592 3,112 3,566

(after non-recurring)

Tax (current + deferred) (436) (833) (996) (1,141)

Net profit (before Minority 916 1,759 2,116 2,425

Interest, Pref. Dividend, etc.)

Reported PAT 916 1,759 2,116 2,425

Adjusted net profit 916 1,759 2,116 2,425

Growth (%) (6.6) 92.0 20.3 14.6

Cash Flow Statement

Yr end 31 Mar (Rs mn) FY09 FY10 FY11E FY12E

Pre-tax profit 1,352 2,592 3,112 3,566

Depreciation 383 507 548 603

Change in working capital 313 (346) (89) (281)

Total tax paid (446) (774) (996) (1,141)

Cash flow from oper. (a) 1,602 1,980 2,575 2,747

Capital expenditure (1,109) (458) (345) (600)

Change in investments 265 (98) (500) (500)

Others (217) 0 0 0

Cash flow from inv. (b) (1,060) (556) (845) (1,100)

Free cash flow (a+b) 542 1,424 1,730 1,647

Debt raised/(repaid) 624 (201) (764) 0

Dividend (incl. tax) (705) (1,186) (678) (678)

Others 0 (47) 0 0

Cash flow from fin. (c) (81) (1,434) (1,441) (678)

Net change in cash (a+b+c) 461 (10) 289 970

Key Ratios

Yr end 31 Mar (%) FY09 FY10 FY11E FY12E

Adjusted EPS (Rs) 3.0 5.8 7.0 8.1

Growth (6.6) 92.0 20.3 14.6

Book NAV/share (Rs) 18.6 20.3 25.1 30.9

Dividend/share (Rs) 2.0 3.5 2.0 2.0

Dividend payout ratio 76.9 67.4 32.0 27.9

Tax 32.2 32.1 32.0 32.0

EBITDA margin 19.0 30.0 31.7 32.1

EBIT margin 17.1 28.2 29.8 30.2

RoCE 19.8 34.4 38.3 38.2

Net debt/Equity (17.5) (20.7) (37.3) (46.1)

Valuations

Yr end 31 Mar (x) FY09 FY10 FY11E FY12E

PER 38.1 19.9 16.5 14.4

PCE 26.9 15.4 13.1 11.5

Price/Book 6.2 5.7 4.6 3.8

Yield (%) 1.7 3.0 1.7 1.7

EV/Net sales 4.1 3.6 3.2 2.8

EV/EBITDA 21.5 11.9 10.0 8.8

Du Pont Analysis – ROE

Yr end 31 Mar (x) FY09 FY10 FY11E FY12E

Net margin (%) 11.1 18.7 20.0 20.2

Asset turnover 1.0 1.0 1.0 1.1

Leverage factor 1.6 1.6 1.5 1.4

Return on equity (%) 16.7 30.0 30.9 28.7
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B&K Investment Ratings:

1. BUY: Potential upside of > +25% (absolute returns)

2. OUTPERFORMER: 0 to +25%

3. UNDERPERFORMER: 0 to -25%

4. SELL: Potential downside of < -25% (absolute returns)
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