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Hold Fairly valued Key Data
Target Price: Rs62 We raise Balaji Telefilms’ estimates to factor in the BloomPergcode BUTIN
CMP: Rs77* launch of 3 new serials but have a Hold on the stock Reuters Code BLTE.BO
o with a downward bias. The company’s exposure to CurrentShares O/S (mn) 65.2
Downside: 19.5% high-risk movies business coupled with the inherent Diluted Shares 0/S(mn) 65.2
*as on 25 Sept 2009 risk of its shows going off-air Underpin our Hold rating.  mkt cap (Rsbn/usbmn) 4.8/99.1
While its new initiatives (creating content for Internet, 5,y 4/ r) 155/25

IPTV, etc.) would take time to contribute to bottomline,
near-term triggers too are missing and the expected
improvement in revenues from TV shows and cash on
books (Rs36/share) are already priced-in.

Daily Vol. (3M NSE Avg.) 816,610
Face Value (Rs) 2
USD = Rs48.0

O Estimates raised; Programming hours to increase...:
We raise our earnings estimates to factor in the launch  shareholding Pattern (%)
of 3 new serials (likely to go on air by the second week e
of October), which would increase programming hours Others, 1187 Foreign, 275
for commissioned programs. We expect the company
to telecast 844 hours of commissioned programmes in
FY10 and 1,040 hoursin FY 11E.

O ...but EBITDA margin to remain under pressure: We promorers
expect EBITDA margin to remain under pressure on '
account of higher programming costs (due to the new
shows) and increased employee expenses (building
teams and hiring senior management). We estimate Ason30June 2009
EBITDA margin of 12.8% for FY10 and 15.4% for FY11.

O Movies, new business still in nascent stages: Balaji
has signed three films (of which one is under
production) with an estimated budget of Rs300-400mn.
We expect the movies to hit theatres only in 2010.
Moreover, new initiatives (content for Internet, IPTV,

DTH, mobiles, etc.) will likely take time to contribute to P10

the bottomline. i: W

O Near-term triggers missing; Hold: At CMP, the stock oA : : ‘ ‘ ‘ ‘
trades at 21.4x FY10E and 17.0x FY11E earnings. The Sep-08  Nov-08 Jan-09 Mar-09 May-09 Jul09  Sep-09
expected improvement in revenues from TV shows and T BALAITRLERLYS NSES&P CNX NIFTY INDEX
cash on books (Rs36/share) is already priced-in. We do
not see any near-term triggers and recommend a Hold
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rating with a downward bias. Price Performance (%)
O Key risks: (1) Any show going off-air would impact ™ 6M  1Yr
programming hours and estimates. (2) Balaji has BalajiTele 180 1216 (489)
received a show cause-cum-demand notice for ety 70 671 213
Rs635mn from the Commiss:ioner of Service Tax. If it is  source: Bloomberg, Centrum Research
Abhishek Anand forced to pay this amount, it would have less cash for  *ason 25 September 2009
a.anand@centrum.co.in growing its business.

+91 2242159853

Y/E Mar (Rsmn) Rev YoY (%) EBITDA EBITDA (%) Adj PAT YoY (%) Fully DEPS RoE (%) RoCE (%)  P/E(x) EV/EBITDA (x)
FYo7 3,175 13.2 1,196 37.7 796 36.7 12.2 28.7 41.8 6.3 2.7
FY08 3,290 3.6 1,239 37.7 878 10.2 135 26.2 37.9 5.7 2.2
FY09 2,949 (10.4) 398 13.5 458 (47.8) 7.0 12.2 10.0 11.0 6.9
FY10E 1,963 (33.4) 251 12.8 219 (52.1) 34 55 85 229 11.5
FYT1E 2,581 31.4 396 15.4 277 26.2 4.2 6.7 10.3 18.1 7.5

Source: Company, Centrum Research Estimates

Please refer to important disclosures/disclaimers inside
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Earnings estimates revised

We have raised our earnings estimates to factor in the launch of three new serials —— two on Sony
Entertainment (of which one would be telecast during prime time), and the third on Colors (also on
prime time). We have also revised our programming hour assumptions for commissioned shows to
844 hours in FY10 and 1,040 hours in FY11.

Exhibit 1: Revised estimates
FY10E FY11E
Y/E March (Rsmn) OIld Revised Variance (%) old Revised Variance (%)

Net Sales 992 1,963 98.0 1,050 2,581 145.9
EBIDTA 107 251 1331 127 396 211.9
Margin 108 12.8 192bp 1211 154 325bp
Net Profit 92 219 137.6 88 277 215.2

Source: Company, Centrum Research Estimates

We have changed our assumptions for the number of programming hours and realisation per hour
based on the current visibility of Balaji's number of shows and performance of some of the shows in
terms of ratings. Currently, Balaji has 6 commissioned programmes and 6 sponsored programmes.

Launch of new shows to boost programming hours

Balaji's TV serial content business is witnessing revival under the new management. After the
successful launch of Pavitra Rishta on Zee TV, the company is planning to launch three more serials
- two on Sony and one on Colors.

We believe the company can ramp this figure to 8-10 commissioned programmes as there are five
Hindi GEC channels. We have assumed 8 commissioned programmes would be on air and six
sponsored programmes. This would increase the total programming hours (commissioned and
sponsored) to 1,458 hours in FY10 and 1,690 hours in FY11.

Balaji's realization plunged 26% YoY to Rs2.2mn in Q1FY10. We believe that shift of Kis Desh Mein
Hai Meraa Dil to the non-prime afternoon slot and broadcasters negotiating lower rates (10-15%
down) would put pressure on commissioned programme realizations. We have assumed realization
of Rs2mn per hour in FY10 for commissioned programmes and Rs0.45mn per hour for sponsored
programmes. We expect improvement in the ratings and Balaji regaining its position as a premier
content player.

Exhibit 2: Key assumptions

FY10E FY11E
Programming Hours (in hours)
Hindi 844 1,040
Sponsored Program 614 650
Total 1,458 1,690
Realisations per hour (Rs mn)
Hindi 2.0 2.2
Sponsored Program 0.5 0.5
Total 13 1.5

Source: Company, Centrum Research Estimates
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Exhibit 3: Ratings of Balaji’s serials improving
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Exhibit 4: Balaji’s new show on Zee TV doing well
Week 36 Top TRP on the channel Rank
Kis Desh Mein Hai Meraa Dil Star Plus 13 5.46 37
Tujh Sangh Preet Lagayi Sajna Star Plus 1.09 5.46 50
Pavitra Rishta Zee TV 33 3.38 7
Kitni Mohabbat Hai NDTV Imagine 1.08 1.24 52
Bandini NDTV Imagine 1.18 1.24 46
Koi Aane Ko Hai Colors 1.26 4.66 40

Source: Tam, CS4+ week 36

EBITDA margin to remain under pressure

We believe EBITDA margin would remain under pressure in FY10 as Balaji is still in a transformation
phase. We expect a dip in EBIDTA margin to 12.8% in FY10 vs. 13.5% in FY09. This is mainly due to
(1) lower programming hours and realization per hour, thereby leading to 33% YoY fall in revenue;

and (2) higher employee expenses as the company has hired new top management and is ramping
up team under various business divisions

Movies, new initiatives still in nascent stages

Balaji has signed three movies, of which one is under production, with an estimated budget of
Rs300-400mn. These movies would be released in theatres only in 2010. In the new media segment,
the company plans to create fresh content for Internet, IPTV, DTH, mobiles, etc, to capitalise on
emerging opportunities in internet and mobile advertising. Since these businesses are still in the
nascent stage, we have not assumed any revenue from this segment.

Balaji Telefilms
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Near-term triggers missing; Hold with a downward bias

At CMP, the stock trades at 21.4x FY10E and 17.0x FY11E earnings and already prices in the
expected improvement in revenues from TV serials and cash on books (Rs36/share). In the absence
of near-term triggers, we maintain our Hold rating with a downward bias.

Exhibit 5: One year forward P/E
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Source: Bloomberg, Centrum Research

Key risks

O We have assumed the company would launch its three new serials in Oct 2008. At about the same
time, we expect Koi Aane Ko Hai to go off air. Serials such as Kis Desh Mein Hai Meraa Dil (on air
since Feb 2008) and Tujh Sang Preet Lagai Sajna (since Nov 2008) have been shifted to afternoon
slots. If other shows go off air, our earnings estimates would be impacted.

Balaji has received a show cause-cum-demand notice for Rs635mn from the Commissioner of
Service Tax. If it is forced to pay this amount, it would have less cash for growing its business.

4 Balaji Telefilms
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Financials
Exhibit 6: Income Statement
Y/E March (Rsmn) FYO07 FYO08 FY09 FY10E
Net Sales 3,175 3,290 2,949 1,963
- Growth (%) 13.2 3.6 (10.4) (33.4)
Cost of production 1,595 1,612 1,807 1,208
% of sales 50.2 49.0 61.3 61.5
Staff Cost 116 136 132 185
% of sales 3.6 4.1 4.5 9.4
Other expenditure 268 302 613 320
% of sales 8.4 9.2 20.8 16.3
EBITDA 1,196 1,239 398 251
EBITDA Margin (%) 377 377 13.5 12.8
Depreciation 112 127 235 118
EBIT 1,083 1,112 162 132
Interest 0 - - -
EBT 1,083 1,112 162 132
Other Income 94 173 213 200
Extra ord. exp/(income) 3 (5) 278 -
PBT 1,180 1,279 653 332
Provision for Tax 383 406 112 113
- Effective tax rate (%) 325 31.7 17.1 34.0
Reported PAT 797 874 263 219
Adjusted PAT 796 878 458 219
- Growth (%) 36.7 10.2 (47.8) (52.1)
NPM (%) 25.1 26.7 15.5 11.2
Source: Company, Centrum Research Estimate
Exhibit 7: Balance Sheet
Y/E March (Rsmn) FYO07 FYO08 FY09 FY10E
Share Capital 130 130 130 130
Reserves 2911 3,518 3,758 3,901
Shareholders fund 3,042 3,648 3,889 4,031
Debt - - - -
Deferred Tax Liability 48 43 (43) (44)
Total Capital Employed 3,089 3,692 3,846 3,987
Gross Block 777 948 981 1,181
Acc. dep. 381 505 577 695
Net Block 396 443 405 486
Capital WIP 38 176 514 450
Total fixed Assets 434 619 918 936
Investment 1,788 2,499 2,457 2,307
Cash and Bank 64 76 1M 141
Inventories 69 96 9 83
Debtors 668 685 506 538
Other loans and Adv 430 405 230 342
Total CA and loans & adv. 1,231 1,262 856 1,104
Current liab. & prov. 363 689 385 360
Net current assets 868 573 471 744
Misc expenditure - - - -
Total assets 3,089 3,691 3,846 3,987

Source: Company, Centrum Research Estimate

FY11E

2,581
314
1,617
62.7
207
8.0
360
14.0
39
15.4
152
244

244
175

420
143
34.0
277
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26.2
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FY11E

130
4,081
4,211

(38)
4,173
1,381
847
534
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984
2,157
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m
707
492
1,496
465
1,032
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Exhibit 8: Cash Flow
Y/E March (Rsmn)

Profit before tax before extra. ord.
Depreciation

Interest expenses

Other non cash charges

Op profit bef. working cap.
Working capital adjustments
Gross cash flow from operations
Direct tax paid

Extra ordinary expenses

Cash flow from operations
Cash Flow from Investments
Capex

Investment and others

Net cash flow from investment
Cash Flow from Financing
Proceeds from share capital
Borrowings/(repayments)
Interest paid

Dividend paid

Net income from financing
Net Cash increase/decrease

FY07
1177
112
0
(66)
1,224
51
1,275
(373)

902

(140)
(60)
(199)

(0)
(418)
(418)

284
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FYO08

1,285
127

(159)
1,253

28
1,281
(385)

896

(316)
(266)
(582)

(5)
5)
309

Source: Company, Centrum Research Estimate

Exhibit 9: Key Ratios
Y/E March

Margin Ratios (%)

EBITDA margin

PBT margin

PAT margin

Growth Ratios (%)

Net Sales

EBITDA

Net Profit

Return Ratios (%)

Return on Cap. Employed (RoCE)
Return on Invested Capital (RolC)
Return on Net Worth (RoNW)
Turnover Ratios

Inventory Turnover Ratio (x)
Assets Turnover Ratio (x)
Working Capital Cycle (days)
Average Collection Period (days)
Average Payment Period (days)
Inventory days

Per Share (Rs.)
Diluted Recurring Earning per
share

Reported Earnings per share
Recurring Cash Earnings per sh.
Reported Book Value (BV)
Dividend per share

Valuation Ratios

Diluted Price Earning Ratio
Price to Recurring Cash Earnings
per share

Price to Book Value

Price to Sales Ratio
EV/EBITDA

EV / Total Operating Income

FY07

37.7
36.0
25.1

13.2
27.7
34.2

41.8
102.2
287

17.3

1.1
44.9
80.8
68.5
212

12.2
12.2
14.0
46.6

3.5

6.3

55
17
1.6
27
1.0

FYO08

37.7
371
26.6

3.6
3.6
9.6

379
83.2
26.2

19.6

1.0
33.6
75.1
77.7
18.6

13.5
134
153
559

3.5

5.7

5.0
14
1.5
22
0.8

Source: Company, Centrum Research Estimate

FY09

375
235

33
643
97
740
(242)

498

(550)
352
(197)

(267)
(267)
34

FY09

13.5
11.9
8.9

(10.4)
-67.9
-69.9

10.0
10.8
12.2

345

0.8
253
73.7
66.4
10.6

7.0
4.0
7.6
59.6
0.3

10.1
13
17
6.9
0.9

FY10E FY11E
332 420
118 152
451 571

(287) (261)
164 310
(112) (124)
52 186
(136) (200)
150 150
14 (50)
(34) (91)
(34) (91)
31 45

FY10E FY11E
12.8 154
15.4 15.2
11.2 10.7

(33.4) 314
-37.0 58.1
-16.6 26.2
85 10.3
77 123
55 6.7
26.3 16.7
0.5 0.6
59.7 66.6
97.0 88.0
81.2 65.5
13.9 218
34 4.2
3.4 4.2
52 6.6
61.8 64.6
1.0 13
229 18.1
14.9 1.7
12 1.2
26 1.9
1.5 7.5
15 12
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Disclaimer

Centrum Broking Pvt. Ltd.("Centrum”) is a full-service, Stock Broking Company and a member of The Stock Exchange, Mumbai (BSE) and National Stock Exchange of India Ltd. (NSE). Our holding
company, Centrum Capital Ltd, is an investment banker and an underwriter of securities. As a group Centrum has Investment Banking, Advisory and other business relationships with a significant
percentage of the companies covered by our Research Group. Our research professionals provide important inputs into the Group's Investment Banking and other business selection processes.

Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project finance or other businesses and may receive commission,
brokerage, fees or other compensation from the company or companies that are the subject of this material/report. Our Company and Group companies and their officers, directors and
employees, including the analysts and others involved in the preparation or issuance of this material and their dependants, may on the date of this report or from, time to time have "long" or
"short" positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. Centrum or its affiliates may be owning 1% or more in the equity of this
company Our sales people, dealers, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the
opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. We may have
earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those made in this report. In reviewing this document,
you should be aware that any or all of the foregoing, among other things, may give rise to or potential conflicts of interest. We and our Group may rely on information barriers, such as "Chinese
Walls" to control the flow of information contained in one or more areas within us, or other areas, units, groups or affiliates of Centrum.

This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or subscribe to any securities, and
neither this document nor anything contained herein shall form the basis of or be relied upon in connection with any contract or commitment whatsoever. This document does not solicit any
action based on the material contained herein. It is for the general information of the clients of Centrum. Though disseminated to clients simultaneously, not all clients may receive this report at
the same time. Centrum will not treat recipients as clients by virtue of their receiving this report. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Similarly, this document does not have regard to the specific investment objectives, financial situation/circumstances and the
particular needs of any specific person who may receive this document. The securities discussed in this report may not be suitable for all investors. The securities described herein may not be
eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in this report are organized may have restrictions on investments, voting rights
or dealings in securities by nationals of other countries. The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives. Persons
who may receive this document should consider and independently evaluate whether it is suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice.
Any such person shall be responsible for conducting his/her/their own investigation and analysis of the information contained or referred to in this document and of evaluating the merits and risks
involved in the securities forming the subject matter of this document.

The projections and forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant uncertainties and contingencies.
Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on which the projections and forecasts were based will not materialize or
will vary significantly from actual results, and such variances will likely increase over time. All projections and forecasts described in this report have been prepared solely by the authors of this
report independently of the Company. These projections and forecasts were not prepared with a view toward compliance with published guidelines or generally accented accounting principles.
No independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You should not regard the inclusion of the projections and forecasts
described herein as a representation or warranty by or on behalf of the Company, Centrum, the authors of this report or any other person that these projections or forecasts or their underlying
assumptions will be achieved. For these reasons, you should only consider the projections and forecasts described in this report after carefully evaluating all of the information in this report,
including the assumptions underlying such projections and forecasts.

The price and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize losses on any investments. Past
performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur. Actual results may differ materially from those set forth in projections.
Forward-looking statements are not predictions and may be subject to change without notice. Centrum does not provide tax advice to its clients, and all investors are strongly advised to consult
regarding any potential investment. Centrum and its affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Foreign currencies denominated securities
are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the
value of which are influenced by foreign currencies effectively assume currency risk. Certain transactions including those involving futures, options, and other derivatives as well as non-
investment-grade securities give rise to substantial risk and are not suitable for all investors. Please ensure that you have read and understood the current risk disclosure documents before
entering into any derivative transactions.

This report/document has been prepared by Centrum, based upon information available to the public and sources, believed to be reliable. No representation or warranty, express or implied is
made that it is accurate or complete. Centrum has reviewed the report and, in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and
completeness cannot be guaranteed. The opinions expressed in this document/material are subject to change without notice and have no obligation to tell you when opinions or information in
this report change.

This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media and should not be reproduced,
transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may not be distributed to the public used by the public media without
the express written consent of Centrum. This report or any portion hereof may not be printed, sold or distributed without the written consent of Centrum.

This report has not been prepared by Centrum Securities LLC. However, Centrum Securities LLC has reviewed the report and, in so far as it includes current or historical information, it is believed to
be reliable, although its accuracy and completeness cannot be guaranteed.

The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe, any such
restrictions. Neither Centrum nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost
revenue or lost profits that may arise from or in connection with the use of the information.

This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this document nor anything contained herein shall form the basis of any
contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely for your information, may not be distributed to the press or other media and may
not be reproduced or redistributed to any other person. The distribution of this report in other jurisdictions may be restricted by law and persons into whose possession this report comes should
inform themselves about, and observe any such restrictions. By accepting this report, you agree to be bound by the fore going limitations. No representation is made that this report is accurate or
complete.

The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of Centrum Broking and are given as of this date and are subject
to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report and there can be no assurance that future results or events will be consistent
with any such opinions, estimate or projection.

This document has not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its directors or any other person. Information
in this document must not be relied upon as having been authorized or approved by the company or its directors or any other person. Any opinions and projections contained herein are entirely
those of the authors. None of the company or its directors or any other person accepts any liability whatsoever for any loss arising from any use of this document or its contents or otherwise arising
in connection therewith.

Centrum and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. Centrum and affiliates might have received
compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for service in respect of public offerings, corporate finance,
debt restructuring, investment banking or other advisory services in a merger/acquisition or some other sort of specific transaction. Centrum and affiliates may expect to receive compensation
from the companies mentioned in the report.

As per the declarations given by them, Mr Abhishek Anand, research analysts and the authors of this report and/or any of their family members do not serve as an officer, director or any way
connected to the company/companies mentioned in this report. Further, as declared by them, they have not received any compensation from the above companies in the preceding twelve
months. Our entire research professionals are our employees and are paid a salary.

While we would endeavor to update the information herein on a reasonable basis, Centrum, it's associated companies, their directors and employees are under no obligation to update or keep the
information current. Also, there may be regulatory, compliance or other reasons that may prevent Centrum from doing so.

Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or Centrum policies, in
circumstances where Centrum is acting in an advisory capacity to this company, or any certain other circumstances.
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