L Prabhudas  Balaji Telefilms

|_| | | d d h er Volumes to grow; realizations expected to decline

May 22, 2008 B Result highlights: BTL’s Q4FY08 results positively surprised us with a 25%
YoY growth from Rs774 mn to Rs965 mn. Operating margins however,
declined by 330 bps from 39.3% to 36%, earnings as a result grew by 12%

Rating Under Performer from Rs213 mn to Rs239 mn.
Price Rs172

) For FY08 revenues grew by a meagre 4% from Rs3.18bn to Rs3.29bn,
Target Price Rs170 . . k
imolied Uosid 0.1 margins remain flat at 37.7%; earnings recorded a growth of 10% from
Mmpled Tpsice e Rs797mn to Rs874mn.
Sensex 16,907

B Star JV may be called off: Star and BTL had entered into a 51:49 JV to
launch regional GEC’s, however, with over a year gone by there seems to
be no activity on that front, the management of BTL opines that it may
be called off. This we believe is negative for BTL, since it had dedicated
resources towards this JV, and also withdrawn its shows from Sun TV's

(Prices as on May 22, 2008)
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Trading Data

Market Cap. (Rs bn) 11.2 . . . L. . . .
associate channels. This will result in it having to start afresh with its
Shares o/s (m) 65.2 . .
relations with Sun TV.
Free Float 60.0%
3M Avg. Daily Vol (-000) 1218 ™ Outlook & Valuation: Going f_orV\{ard er belleve_ that gr_owth for BTL will
. be volume led and not realization driven. This is evident from Q4’08
3M Avg. Daily Value (Rs m) 22.9

results where volumes have increased by 20% but realizations have grown
by only 3%. Since TRP’s of BTL leading soaps have declined and newer
soaps have not been able to garner any considerable eyeballs. For FYO9E
we expect programming hours to increase by 35% from 1464 to 1971,
however realizations are likely to decline by 20% from Rs2.25mn/hr to

Major Shareholders

Promoters 40.0% Rsl.78mn/hr. With newer GEC’s we believe demand for content will
Foreign 13.6% increase however, realizations will not match upto that of Star’s. We
Domestic Inst. 11.6% maintain our Under Performer rating on the stock and target price of
Public & Others 34.8% Rs170 (15x FYO9E).
Key financials (Y/e March) FYo7 FYO08 FYO9E FY10E
Revenues (Rs m) 3,175 3,290 3,504 3,595
Stock Performance Growth (%) 13.2 36 6.5 2.6
EBITDA (Rs m) 1,196 1,239 1,113 1,195
(%) M 6M 12Mm PAT (Rs m) 797 874 762 791
Absolute 0.9) 4.7 (30.0) EPS (Rs) 12.2 13.4 11.7 12.1
Relative 1.6)  (38.9) (47.0) Growth (%) 33.7 9.6 (12.8) 3.8
Net DPS (Rs) 3.5 3.5 2.5 3.0
Source: Company Data; PL Research
Price Performance (RIC: BLTE.BO, BB: BLJT IN) Profitability & valuation FYO7 FY08 FYO9E FY10E
(Rs) EBITDA margin (%) 37.7 37.7 31.8 33.3
400 ROE (%) 28.7 26.1 19.3 17.5
ROCE (%) 28.3 25.7 19.1 17.3
330 EV / sales (x) 3.5 3.3 3.0 2.8
300 EV / EBITDA (X) 9.3 8.8 9.4 8.3
250 PE (X) 14.1 12.8 14.7 14.2
P/ BV (X) 3.7 3.1 2.6 2.3
200 Net dividend yield (%) 2.0 2.0 1.5 1.7
150 ' ' ! ! ! ! Source: Company Data; PL Research
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JonasBhutta@PLIndia.com
Source: Bloomberg +91-22-6632 2233
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Highlights
Quarterly PH & AVR trends
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Decline in margins due to new programme launches
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Yearly PH & AVR trends
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Q4FYO08 result overview

Balaji Telefilms

(Rs m)

Y/e March Q4FY08 Q4FY07 YoY gr. (%) Q3FY08 FY07 FY08 YoY gr. (%)
Net revenues 965 774 24.7 800 3,175 3,290 3.6
Cost of prod./telecast fees 502 397 26.5 420 1,627 1,612 (0.9)
Staff cost 39 30 28.1 33 116 136 17.7
Other expenditure 77 42 80.6 81 236 302 28.0
Total expenditure 617 470 31.5 534 1,979 2,051 3.6
Operating profit 348 304 14.3 266 1,196 1,239 3.6
Operating margins (%) 36.0 39.3 33.2 37.7 37.7
Other income 47 37 27.7 37 94 173 83.6
Depreciation 34 28 21.4 30 112 127 12.9
Interest - - - 0 =
PBT 361 313 15.2 273 1,177 1,285 9.1
Tax 123 101 21.8 85 380 411 8.1
Tax Rate (%) 33.9 32.1 31.0 32.3 32.0
Adjusted PAT 239 213 12.1 188 797 874 9.6
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Prabhudas
12 Lilladher

POWERING YOUR FINANCIAL GROWTH

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 1 <-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.




