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Statistical Abstract           
                

Year to Net Profit Diluted EPS EPS growth P/E P/B ROE Yield 

31 Mar (RsM) (Rs) (%) (x) (x) (%) (%) 

2005A 3,173 7.69 1.3 44.3 10.6 26.2 0.3 

2006A 1,996 4.83 -37.2 70.5 13.8 17.0 0.2 

2007E 2,641 6.08 25.7 56.1 11.8 23.3 0.2 

2008E 4,012 9.23 51.9 36.9 10.1 29.5 1.1 

2009E 5,022 11.55 25.2 29.5 8.8 31.8 1.8 

Source: Powered by dataCentral           
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Zee Telefilms (ZEE.BO) 
 Buy: Another Ad-Rate Hike, DTH Business Listing Soon 
  

 Another ad-rate hike — According to Zee management, ad rates for flagship 
channel ZEE TV have been hiked by 15% recently. This is the third rate hike over 
the last 12 months and full upsides will accrue only after the next 2-3 quarters. 

 Zee ratings remain stable — Ratings in most prime-time slots remain stable. As 
expected, the re-launch of KBC on Star TV in the prime 9-10 p.m. band, has 
affected Zee’s ratings, though to a lesser extent than anticipated. KBC’s initial 
ratings are lower than expected and below KBC-2 in 2005. 

 Pay revenue growing strong — Zee’s pay revenues grew 55% in 3QFY07 and 
momentum to pick up over the next few quarters driven by a pickup in DTH 
subscriber growth and CAS off-take. This bodes well for both growth and 
margins. 

 Cricket World Cup to be near-term dampener — Cricket World Cup in Mar-Apr 
will be played in the Caribbean, and all matches will be played during the day. 
Live broadcast time of these matches will coincide with prime time in India. Zee 
is selling its time ad-inventory for Mar-Apr in advance, which could be at lower 
realizations.   

 Stock going Ex-DISH TV on 12 Feb — Zee stock will start trading ex-DISH TV 
(DTH business) from February 12. According to the management, DISH TV is 
expected to list around 23-24 February. Zee shareholders will get 57 shares of 
DISH TV for every 100 shares of Zee. We expect DISH TV to list around Rs127, 
based on our DCF-based valuation. 
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+91-22-6631-9856 
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See Appendix A-1 for Analyst Certification and important disclosures. 

Buy/Low Risk 1L
Price (07 Feb 07) Rs340.70
Target price Rs350.00
Expected share price return 2.7%
Expected dividend yield 1.0%
Expected total return 3.7%
Market Cap Rs145,990M
  US$3,316M
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Figure 1. TRPs for 9pm-10pm (8Jan-07-26Jan07) for Star Plus and Zee  
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Source: AC Nielson Data; Weekdays, C&S 4+, All Markets  

 

Figure 2. Viewer Share Trend for general entertainment channels (%) 
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Launch of KBC on Star TV had a good 
initial response and ratings for Star 
picked up significantly, but have 
been tapering off since then. Also, 
KBC’s ratings have been much below 
expectations, which bodes well for 
Zee. While Zee’s ratings have come 
off during the 9pm-10pm band, the 
extent of decline has been not too 
steep.  

Zee’s overall ratings have tapered off 
slightly recently, but with ratings for 
KBC tapering off, could stabilize.  
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Figure 3. 2007 Cricket World Cup Schedule  

 Group A Group B Group C Group D 
 Australia (AUS), Scotland 

(SCO), 
SriLanka (SL), Bermuda 

(BER), 
Kenya (KEN), Canada (CAN), West Indies (WI), Pakistan 

(PAK), 
 South Africa (SA) & 

Holland (HOL) 
India (IND) & Bangladesh 

(BAN) 
England (ENG) & New 

Zealand (NZ) 
Zimbabbwe (ZIM) & 

Ireland (IRE) 
Date St Kitts & Nevis Trinidad & Tobago St Lucia Jamaica 
13-Mar    WI v PAK 
14-Mar AUS v SCO   KEN v CAN   
15-Mar  SL v BER  ZIM v IRE 
16-Mar SA v HOL   ENG v NZ   
17-Mar  IND v BAN  PAK v IRE 
18-Mar AUS v HOL   ENG v CAN   
19-Mar  IND v BER  WI v ZIM 
20-Mar SA v SCO   NZ v KEN   
21-Mar  SL v BAN  ZIM v PAK 
22-Mar SCO v HOL   NZ v CAN   
23-Mar  IND v SL  WI v IRE 
24-Mar AUS v SA   ENG v KEN   
25-Mar  BER v BAN   

Super -8      
Date Antigua & Barbuda Guyana Date Grenada Barbados 
27-Mar D2 v A1  10-Apr D2 v A2  
28-Mar   A2 v B1 11-Apr   C2 v B2 
29-Mar D2 v C1  12-Apr B1 v C1  
30-Mar   D1 v C2 13-Apr   A1 v D1 
31-Mar A1 v B2  14-Apr A2 v C1  
1-Apr   D2 v B1 15-Apr   B2 v D1 
2-Apr B2 v C1  16-Apr A2 v b1  
3-Apr   D1 v A2 17-Apr   A2 v C2 
4-Apr C2 v B1  18-Apr D1 v B1  
7-Apr   B2 v A2 19-Apr   D2 v B2 
8-Apr A1 v C2  20-Apr A1 v C1  
9-Apr   D1 v C1 21-Apr   D2 v C2 
      
Semi Final        
24-Apr 2nd v 3rd Jamaica    
25-Apr 1st v 4th St Lucia    
      
Final        
28-Apr   Barbados    

Source: Crikinfo.com   

 
 

Zee Telefilms 
Company description 
Zee Telefilms Limited (Zee) is India's largest vertically integrated media and 
entertainment company. It has an integrated range of businesses, 
encompassing the content-to-consumer value chain of media and entertainment 
business. Zee has been investing heavily in new businesses, including new 
channels and content. 

Investment thesis 
We rate Zee as Buy/Low Risk (1L). We view the recent restructuring 
announcement by Zee's management in which the company is looking to split 
its business into four entities as positive because this should add focus to the 
business and unlock value. The restructuring allays our concerns related to 
Zee's investment in DTH, which we believe would have strained Zee's balance 

Cricket World Cup is scheduled in the 
months of March and April and will 
be played in the Caribbean. Most of 
the matches are likely to be played 
during the day (local time), which will 
overlap with prime time (7:00pm-
11:00pm) in India. Matches will be 
broadcast live on Set Max (Sony TV), 
and will potentially impact ratings for 
competitors, including Zee. We 
understand from Zee management 
that it is in the process of selling 
prime-time inventory for Mar-Apr well 
in advance. We believe that there 
could be some weakness in yields 
during this period 
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sheet and diverted the focus away from the core broadcasting business. In 
addition, hiving off of the DTH business would increase transparency pertaining 
to Zee's funding of ASC enterprises, which is the private holding entity of the 
DTH business. By separating the broadcasting business from the distribution 
business, Zee will likely emerge as a more focused entity, in our view. 

Valuation 
Our target price for Zee of Rs350 is based on a sum-of-parts valuation. Our 
sum-of-the-parts valuation is based on: 1) Zee Entertainment: We use a 30x P/E 
multiple which returns a value of Rs277 per share, which we are increasing 
from Rs253 based on increase in our FY08E EPS estimate. Our 30x target 
multiple is at the higher end of the historical trading average, which we believe 
is warranted given that fundamentals are looking up as channel ratings are 
improving. Our target multiple of 30x factors in: a) an improving EPS growth 
profile due to a pickup in advertising and pay revenues; b) higher ROE and free 
cash flow profile of Zee on account of de-merger of distribution businesses; and 
c) maintaining a relative premium to the Sensex. 2) ASCL (DTH Business): We 
value the DTH business at Rs73 per Zee share based on our DCF methodology. 
We are increasing our DCF value from Rs69 to Rs73, as we remove our 20% 
discount to DCF value. We remove the discount following successful CAS 
implementation and improving visibility of set top box offtake, which gives us 
higher confidence on growth prospects for DTH business. Our primary valuation 
methodology for valuing the DTH businesses is DCF in view of increased 
disclosures on the business by Zee management, which has enabled us to 
model future cash flows. As a secondary methodology, we use Market Cap/Sales 
multiples, valuing DTH business between 3x-4x FY08E revenues. This is at a 
premium to global distribution companies, which we believe is warranted given 
more than 50-65% higher growth rates for these businesses in India compared 
with the global benchmark. Our market/cap to sales multiple returns a value 
range Rs80-Rs90 value range of DTH per share of Zee. 

Risk 
We believe that with the restructuring, the business will become more 
transparent and that the execution risk on DTH will be mitigated. As such, our 
Low Risk rating is consistent with our quantitative risk-rating system, which 
tracks 260-day historical share price volatility. The following factors could 
negatively affect earnings and investor sentiment: inability to execute the 
proposed restructuring (could be on account of regulatory issues); an economic 
slowdown, which could result in a decline in advertising growth rates; the loss of 
channel ratings; and an increase in competitive activity resulting in higher costs 
and margin contraction. Any of these risks could impede the stock from 
reaching our target price. 
 



Zee Telefilms (ZEE.BO) 
7 February 2007 

 

Citigroup Global Markets | Equity Research 5 

Appendix A-1 
Analyst Certification 
We, Princy Singh and Pragati Khadse, research analysts and the authors of this report, hereby certify that all of the views expressed in this 
research report accurately reflect our personal views about any and all of the subject issuer(s) or securities. We also certify that no part of 
our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. 
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Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of Zee Telefilms. This position reflects information 
available as of the prior business day. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the 
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability, which includes revenues from, among other business units, the 
Private Client Division, Institutional Sales and Trading, and Investment Banking. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citigroup Investment Research product ("the 
Product"), please contact Citigroup Investment Research, 388 Greenwich Street, 29th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the same 
important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at 
www.citigroupgeo.com. Private Client Division clients should refer to www.smithbarney.com/research.  Valuation and Risk assessments can be found in the text of the most 
recent research note/report regarding the subject company.  Historical disclosures (for up to the past three years) will be provided upon request. 

Citigroup Investment Research Ratings Distribution    
Data current as of 31 December 2006 Buy Hold Sell
Citigroup Investment Research Global Fundamental Coverage (3106) 43% 41% 15%

% of companies in each rating category that are investment banking clients 45% 41% 34%
India -- Asia Pacific (118) 58% 14% 28%

% of companies in each rating category that are investment banking clients 48% 50% 39%
Guide to Fundamental Research Investment Ratings: 
Citigroup Investment Research's stock recommendations include a risk rating and an investment rating. 
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S). 
Investment ratings are a function of Citigroup Investment Research's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) 
and risk rating. 
For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are: Buy (1) (expected total return of 15% or 
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for 
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 
10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 
Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target 
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or 
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management. 
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected 
performance and risk. 

OTHER DISCLOSURES 
The subject company's share price set out on the front page of this Product is quoted as at 07 February 2007 03:57 PM on the issuer's primary market. 

Within the past 5 years, Citigroup Global Markets Inc. or its affiliates has acted as manager or co manager of an offering of equity securities of Zee Telefilms. 

Citigroup Global Markets Inc. or its affiliates beneficially owns 2% or more of any class of common equity securities of Zee Telefilms. 
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Citigroup Global Markets Inc. or its affiliates holds a long position in any class of common equity securities of Zee Telefilms. 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as 
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the 
Product. The Firm regularly trades in the securities of the subject company(ies) discussed in the Product. The Firm may engage in securities transactions in a manner 
inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis. 

This Product has been modified by the author following a discussion with one or more of the named companies. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any 
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although 
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and 
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures 
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to, 
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies.  However, it should 
be presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication.  All opinions, projections and 
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without 
notice. Prices and availability of financial instruments also are subject to change without notice.  Notwithstanding other departments within the Firm advising the 
companies discussed in this Product, information obtained in such role is not used in the preparation of the Product.  Although Citigroup Investment Research does not set 
a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citigroup Investment Research to provide research coverage 
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informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the 
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Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting 
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