
 

July 1, 2008 

Rating Market Performer 

Price Rs286 

Target Price Rs332 

Implied Upside 16.0% 

Sensex 13,462 

(Prices as on June 30, 2008) 

Trading Data 

Market Cap. (Rs bn) 112.7 

Shares o/s (m) 394.1 

Free Float 23.0% 

3M Avg. Daily Vol (‘000) 46.5 

3M Avg. Daily Value (Rs m) 15.4 

 

Major Shareholders 

Promoters 77.0% 

Foreign 7.4% 

Domestic Inst. 1.0% 

Public & Others 14.6% 

 

Stock Performance 

(%) 1M 6M 12M 

Absolute (19.3) (30.1) (28.3) 

Relative (1.3) 3.6 (20.2) 

 

Price Performance (RIC: SUTV.BO, BB: SUNTV IN) 
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Source: Bloomberg

Sun TV Network 
Results in-line; growth continues 

 Results: Sun TV’s results were in line with our estimates. For Q4FY08, 
the company reported revenue of Rs2.46bn, a decline of 35% YoY; 
margins slid by 250bps to 64%, as a result earnings declined by 23% YoY 
to Rs914m. 

Consolidated revenue for the year grew by 28% to Rs8.7bn. OPM declined 
by 120bps. Earnings recorded a robust growth of 32% YoY to Rs3.3bn. 

 Core operations maintain momentum: Sun’s core ops. grew at a healthy 
20% YoY to Rs8.1bn from Rs6.7bn, with subscription revenue growing at 
26%, ad. sales at 20% and broadcast fees at 14%. 

 New revenue streams start contributing: During the year, the company 
added two new streams of revenue viz. DTH-based subscription revenue 
and revenue from radio operations. As of FY08, both these verticals 
contributed marginally (about 2%); however, going forward we expect 
their contribution to increase to 14% by FY10E.  

 Competition heats up: With competition heating up in the regional 
broadcasting space, Sun TV’s channels are expected to face the heat. 
However, the management seems confident, despite increasing 
competition, of sustaining their leadership position in all four states. 

 Outlook & valuation: We have modelled for consolidated revenue CAGR 
of 16% FY08-10E to Rs11.6bn from Rs8.7bn; however, DTH and radio 
operations are likely to grow faster at 185% CAGR. Margins are expected 
to remain flat at 69%, due to losses in the radio venture, thus restricting 
earnings growth at 16% CAGR to Rs4.4bn from Rs3.3bn. Given the 
company’s near monopoly position in the southern markets it continues 
to maintain rich valuations despite the 22% decline in stock price, we 
thus reduce our target price from Rs367 to Rs332 (30x FY10E). Maintain 
Market Performer.  

Key financials (Y/e March) FY07 FY08 FY09E FY10E 

Revenue (Rs m) 6,780   8,699   10,070   11,609 
     Growth (%) 110.6   28.3   15.8   15.3 
EBITDA (Rs m) 4,742   5,975   6,923   8,039 
PAT (Rs m) 2,469   3,267   3,808   4,359 
EPS (Rs) 6.3   8.3   9.7   11.1 
     Growth (%) 89.6   32.3   16.6   14.5 
Net DPS (Rs) 1.5 2.5 2.5 3.0 

Source: Company Data; PL Research 

Profitability & valuation FY07 FY08 FY09E FY10E 

EBITDA margin (%) 69.9   68.7   68.8   69.3 
RoE (%) 32.9   23.4   21.2   19.8 
RoCE (%) 27.7   23.4   20.8   19.4 
EV / sales (x) 7.5   11.9   10.1   8.4 
EV / EBITDA (x) 10.7   17.4   14.6   12.1 
PE (x) 45.7   34.5   29.6   25.9 
P / BV (x) 4.7   7.0   5.7   4.7 
Net dividend yield (%) 0.5   0.9   0.9   1.0 

Source: Company Data; PL Research 
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Q4FY08 result overview (Rs m) 

Y/e March Q4FY08 Q4FY07 YoY gr. (%) Q3FY08 FY07 FY08 YoY gr. (%) 

Net revenue  2,465   3,790   (35.0)  2,178   6,780   8,699   28.3  

Cost of revenue  173   576   (70.0)  144   782   766   (2.0) 

Staff cost  276   367   (24.7)  236   698   958   37.1  

Other expenditure  434   323   34.3   88   557   1,000   79.5  

Total expenditure  884   1,267   (30.2)  468   2,037   2,724   33.7  

Operating profit  1,581   2,524   (37.4)  1,710   4,742   5,975   26.0  

 Operating margins (%)  64.1   66.6    78.5   69.9   68.7   

Other income  215   174   23.6   142   411   556   35.3  

Depreciation  377   864   (56.4)  262   1,218   1,239   1.7  

Interest  11   15   (26.5)  25   64   159   147.4  

PBT  1,408   1,819   (22.6)  1,565   3,871   5,133   32.6  

Minority interest - -  - - 148  

Tax  494   630   (21.7)  542   1,401   2,015   43.8  

 Tax rate (%)  35.1   34.6    34.6   36.2   39.2   

Adjusted PAT  914   1,189   (23.1)  1,023   2,469  3,267 32.3 
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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 

PL’s Recommendation Nomenclature 

BUY  : > 15% Outperformance to BSE Sensex Outperformer (OP) : 5 to 15% Outperformance to Sensex 

Market Performer (MP) : -5 to 5% of Sensex Movement Underperformer (UP) : -5 to -15% of Underperformace to Sensex 
Sell : <-15% Relative to Sensex 

Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly 

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (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 accept 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.  

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


