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Stock data 

No. of shares : 414mn 
Market cap  : Rs.89bn 
52 week high/low : Rs.306/ Rs.139 
Avg. daily vol. (6mth) : 2.9mn shares 
Bloomberg code : Z IN 
Reuters code : ZEE.BO 
 
Shareholding (%) Mar-06 QoQ chg 

Promoters : 46.2 (0.2) 
FIIs : 31.5 0.7 
MFs / UTI : 9.3 2.4 
Banks / FIs : 7.8 (1.1) 
Others : 5.2 (1.8) 
 

 

 ENTERTAINING TIMES AHEAD 
Zee Telefilms (Zee) is set for a resurgence led by changes in 
management strategy. The rising competitive intensity has forced Zee 
to increase its programming and marketing spend on its marquee 
channel. The results of this increased spending are already evident 
with Zee TV, the flagship channel, moving to the No. 2 
position in the general entertainment space. We expect that 
this improvement in ratings will soon reflect in revenue growth. With 
most of the investments in programming already done, we expect 
earnings growth to be even faster. Additionally post re-structuring; 
we believe that the company will benefit from the increased 
management focus on respective businesses.  

Structural Change on the Distribution Side 
Zee’s DTH continues to generate good response, with 3,000 
subscribers being added every day, taking the total to over 1 mn. The 
entry of Tata Sky will lead to structural changes in the distribution 
side of the media business ultimately leading to pay revenues. We 
believe that with its strong subscriber base Zee is best positioned to 
capitalize on the ensuing opportunity. 

Increasing estimates & Upgrading Rating 
Though the losses from the new channels are expected to continue 
for the next 6-8 months, we believe Zee’s investments in new 
channels are imperative to sustain and grow its franchise and expect 
them to bear fruit over the next 6-8 months. Based on expected 
increase in Ad revenues, estimates have been increased for 
FY07E and 08E by 9% and 7% to Rs 7 and Rs.8.9 
respectively. The stock currently trades at 31x FY07E EPS of 
Rs. 7 and 24x FY08E of Rs.8.9. While the stock may seem 
expensive at these valuations, our sum of parts value, post 
restructuring, is Rs. 245/ share. We believe the stock is currently 
undervalued and upgrade the stock to a sector Outperformer rating 
while maintaining our price target of Rs.245. 

Financial summary 
 
Y/E Mar 

Sales 
(Rs.mn) 

PAT  
(Rs. mn) 

Consensus 
EPS* (Rs.)

EPS 
(Rs.)

Change
YoY (%)

P/E 
(x)

RoE 
(%)

RoCE  
(%) 

EV/EBIDTA 
(x)

DPS 
(Rs.)

2005 12,981  3,175  - 7.3 13.0 29.5 12.9 10.7  22.1 1.0 

2006 14,233  2,173  - 5.0 (31.6) 43.1 7.8 6.7  35.7 1.2 

2007E 19,175  3,040  7.3 7.0 39.9 30.8 10.0 8.6  23.0 1.3 

2008E 22,447  3,891  9.3 8.9 28.0 24.1 11.5 9.9  18.3 1.3 

Source: *Consensus broker estimates, Company, ENAM estimates 

Analyst: Chirag Negandhi 
Email: Chirag.negandhi@enam.com 
Tel: 9122 5554 7618 
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This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document 
should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the 
securities of companies referred to in this document. The intent of this document is not in recommendary nature 

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of 
companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an 
investment. The investment discussed or views expressed may not be suitable for all investors 

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied, 
is made as to the accuracy, completeness or fairness of the information and opinions contained in this document 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views 
expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and alternations to this 
statement as may be required from time to time without any prior approval 

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or deal as 
principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or solicit investment 
banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent of each other. The recipient 
should take this into account before interpreting the document 

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM Securities 
Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein 

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or 
published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to U.S.Persons), 
Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. 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 the Firm, not 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. 

Copyright in this document vests exclusively with ENAM Securities Private Limited. 


