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Stock Performance 

(%) 1M 6M 12M 

Absolute 17.8 65.5 (44.6) 

Relative 11.7 2.2 (52.3) 

 

Price Performance (RIC: UTVS.BO, BB: UTV IN) 
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Source: Bloomberg

UTV Software Communications 
Dismal performance as expected 

 Results: With no new movie releases, seasonally lean gaming business 
performance and broadcasting business reporting losses, UTV Software 
Communications (UTV) was expected to report a subdued performance in 
Q1FY10. Consolidated revenues for the quarter declined by 15.8% YoY to 
Rs1,154m. Consequently, the company reported an operating loss of Rs341m (as 
against an operating profit of Rs224 in Q1FY09). With no net interest income 
during the quarter (unlike in Q1FY09), the company reported a net loss of 
Rs341m (adjusting for Rs108m of deferred tax), against net profit of Rs187m in 
Q1FY09. 

 Revised revenue sharing terms to improve theatrical right exploitation of 
movies: We believe this is a long-term positive for producers like UTV. Based on 
the revised revenue sharing and movie distribution terms, UTV should see a 2-3% 
margin benefit on their theatrical right exploitation of movies. However, in the 
short-to-medium term, series of new movie releases (due to deferment of 
projects in Q1FY10) might lead to cannibalisation. Also, the movie satellite and 
home video rights have not shown any signs of revival as yet. 

 Merger of UTV and UMP Plc - a positive development: UTV has considered the 
merger and subsequent de-listing of its UK-based motion picture subsidiary from 
AIMs market of the London stock exchange. The purpose is to consolidate the 
motion picture operations back to India (with no intentions to venture in any new 
Hollywood projects) so as to bring greater operational efficiencies. The proposal 
also aims at an effective solution to the illiquidity for existing UMP shareholders. 
We believe that the movie business for the next two years will be the key 
earnings driver, as broadcasting, gaming and new media undergo their gestation 
period. Thus, despite a 16% dilution in the company’s equity base, the reduction 
in minority interest will result in an EPS accretive for UTV shareholders. 

 Outlook & Valuation: We remain positive on UTV over the long term on account 
of its ability to scale across various platforms which makes it a key player to 
benefit from growing media convergence in India. However, at CMP, 
fundamentals find it hard to catch with the valuations. We, thus, maintain our 
‘Reduce’ rating on the stock. 

Key financials (Y/e March) FY08 FY09 FY10E FY11E 

Revenues (Rs m) 4,342   6,768   8,710   12,775 
     Growth (%) 148.2   55.9   28.7   46.7 
EBITDA (Rs m) 647   (126)  332   1,157 
PAT (Rs m) 439   (175)  132   692 
EPS (Rs) 17.7   (4.3)  2.9   15.3 
     Growth (%) - - -  422.7 
Net DPS (Rs) 1.0   -     -     1.0 

Source: Company Data; PL Research 

Profitability & valuation FY08 FY09 FY10E FY11E 

EBITDA margin (%) 14.9   (1.9)  3.8   13.3 
RoE (%) 11.8   3.6   0.8   3.7 
RoCE (%) 8.1   (3.7)  1.2   3.4 
EV / sales (x) 3.8   2.7   1.8   1.3 
EV / EBITDA (x) 25.7   (143.8)  47.3   13.8 
PE (x) 24.2   (99.1)  145.7   27.9 
P / BV (x) 1.9   1.0   0.9   0.9 
Net dividend yield (%) 0.2   -     -     0.2 

Source: Company Data; PL Research 

Mihir M Shah 
MihirMShah@PLIndia.com 
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Q1FY10 Result Overview (Rs m) 

Particulars Q1FY10 Q1FY09 YoY gr. 
(%) 

Q4FY09 FY10E FY09 YoY gr. 
(%) 

Net Sales  1,154   1,371   (15.8)  2,087   8,710   6,768   28.7  

Direct Costs  950   973   (2.3)  1,722   6,304   5,219   20.8  

Personnel costs  161   106   52.0   140   647   578   12.0  

Other expenditure  383   114   236.5   151   1,427   1,098   30.0  

Total Expenditure  1,494   1,193   25.3   2,013   8,378   6,895   21.5  

Operating Profit  (341)  178  -  74   332   (126) - 

 % of Sales  (29.5)  13.0    3.5   3.8   (1.9)  

Other Income  12   46   (73.9)  6   100   151   (33.7) 

EBITDA  (329)  224  -  80   432   25  - 

 % of Sales  (28.5)  16.3    3.8   5.0   0.4   

Depreciation  18   11   59.5   24   90   70   29.9  

PBIT  (347)  212  -  56   342   (45) - 

Interest  61   (35)   24   150   (77)  

PBT  (407)  248  -  33   192   32   503.5  

Total tax  (90)  (3) -  (100)  48   (433) - 

 Tax rate (%)  22.0   (1.2)   (306.6)  25.0  -  

PAT before MI & Excp. items  (318)  251  -  132   144   465   (69.0) 

Minority interest  (84)  52  -  20   12   109   (89.2) 

Rep. PAT after MI bf. Excp. items  (233)  199  -  112   132   356   (62.9) 

Exceptional items  108   12    152   -    531   

Adj. PAT after MI & Excp. items  (341)  187  -  (40)  132   (175) - 
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Segmental Revenues (Rs m) 

Y/e March Q1FY10 Q1FY09 YoY gr. 
(%) 

Q4FY09 

Television  282   256   9.9   304  

Movies  265   932   (71.5)  874  

Games Content (Interactive)  117   146   (19.5)  398  

New media  28   26   6.9   37  

Broadcasting  177   -    NA   345  

Intersegmental  4   2   135.1   138  

Total Revenues  865   1,358   (36.3)  1,821  

     

Segmental EBITDA     

Television  11   14   (22.5)  10  

Movies  (96)  248   (138.8)  243  

Games Content (Interactive)  (96)  (33)  191.9   (83) 

New media  (21)  (6)  230.4   (19) 

Broadcasting  (104)  -    NA   (82) 

Total EBIT  (307)  222   (238.1)  69  

     

Segmental Margins (%)     

Television  3.8   5.5    3.2  

Movies  (36.2)  26.6    27.8  

Games Content (Interactive)  (82.3)  (22.7)   (20.9) 

New media  (75.6)  (24.5)   (50.3) 

Broadcasting  (58.9)  -     (23.9) 

Total  (35.5)  16.4    3.8 
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Prabhudas Lilladher Pvt. Ltd. 
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Rating Distribution of Research Coverage 

9.8%

58.2%

28.7%

3.3%

0%

10%

20%

30%

40%

50%

60%

70%

Buy Accumulate Reduce Sell

%
 o

f 
To

ta
l C

ov
er

ag
e

 

PL’s Recommendation Nomenclature 

BUY  : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months 

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months 

Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month 

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.  

For Clients / Recipients in United States of America:  

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This is material is for 

informational purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information 

provided herein unless agreed to by all of the parties, Additionally you are prohibited from using the information for any reason or purpose outside 

its intended use. Any questions should be directed to Gerard Visci at DAP at 212.850.8888. 


