
 

 
Mohan Lal • mohan.lal@elaracapital.com • +91 22 4062 6802 

 

G
lo

b
al

 M
ar

ke
ts

 R
es

ea
rc

h
 

Elara Securities (India) Private Limited

Not just a brand makeover 
Zee revamps brand identity   

ZEEL’s brand makeover is a strong statement by the company of its 
intent to strengthen its position in the Indian GEC space. It has 
adopted new logo design and channel look, which will be launched 
across its 25 channels, along with launch of new programming and 
HD feed for its key TV channels. While the brand overhaul was long 
overdue, we are optimistic on the programming tilt that the 
management has adopted. The programming will be more focused on 
an emerging and an aspirational India. It will be interesting to see its 
impact on viewership of the company’s key channels, keeping in mind 
the experience of its peer Star TV India, which extracted huge channel 
share gains for its network, post a similar exercise last year. We are also 
optimistic that the market will recognize the strategic intent and timing 
of this transition in ZEEL’s business.  

Management reiterates positive outlook 

ZEEL management has reiterated its expectations of 12% ad growth in 
the broadcasting space for FY12E, along with significant reduction in 
its sports business losses for current fiscal. It also expects strong gains 
from its recent partnership with Star TV India in the content 
distribution space, in the form of higher subscription revenues from 
cable networks and lower carriage payments.  

Multiple drivers to keep growth momentum up 

Barring temporary blips in ad spend growth; ZEEL is structurally well 
placed to post continuous improvement in both its ad and subscription 
revenue streams. While ad revenue growth may remain low till we hit 
festival season, continuous growth in ZEEL’s subscription revenues is 
highly visible, driven by robust expected additions in DTH subscriber 
base in India going forward. Further, improvements from international 
cable subscription revenues, costs savings on leveraging content 
across regional channels, gains from distribution JV and favourable 
renegotiation of DTH contracts in 2012, currently unaccounted in our 
estimates, can surprise on the upside.  

Valuation  

We see ZEEL’s stock price reflecting earnings growth going forward, 
as the overhang of a slowdown in ad revenue growth and sports 
business losses fade by Q3FY12E. ZEEL currently trades at 16x FY13E 
EPS, which we believe offers an attractive entry point to play on the 
P/E multiple rollover to FY13E EPS, by Q3FY12E, in our view, which 
should be valuing the share in the range of INR152-170 (on a one year 
forward P/E of 18x-20x) offering strong gains from the CMP. We value 
ZEEL at 18.4x FY13E EPS, arriving at a target price of INR156, which 
indicates an upside of 15% from current levels. We reiterate 
‘Accumulate’ on the stock. 

India | Media & Entertainment 24 June 2011

Event Update   

Zee Entertainment Enterprises

Rating :  Accumulate
Target Price : INR156 
Upside : 15% 
CMP : INR136 (as on 24 June 2011) 
 

Key data* 

Bloomberg /Reuters Code Z IN/ZEE.BO

Current /Dil. Shares O/S (mn) 489/489

Mkt Cap (INRbn/US$mn) 134/2,975

Daily Vol. (3M NSE Avg.) 1,875,912

Face Value (INR) 1

1 US$= INR45.0  

Source: Bloomberg ; * As on 24 June 2011 
 

Price & Volume 

Source: Bloomberg 
 

Share holding (%) Q1FY11 Q2FY11 Q3FY11 Q4FY11

Promoter 42.8 42.8 42.8 42.8

Institutional Investors 49.6 48.0 48.0 48.8

Other Investors 5.1 6.6 6.4 5.5

General Public 2.4 2.6 2.8 2.9

Source: BSE 
 

Price performance (%) 3M 6M 12M

Sensex (0.6) (9.1) 2.9

Zee Entertainment 14.5 (1.5) (5.1)

Sun TV (17.4) (31.4) (10.6)

IBN18 (15.1) (8.4) (5.0)

Source: Bloomberg 

Key Financials 
Y/E Mar (INR mn) Rev YoY (%) EBITDA EBITDA (%) Adj PAT YoY (%) Fully DEPS RoE (%) RoCE (%) P/E (x) EV/EBITDA (x)

FY10 21,966 0.9 6,087 27.7 4,987 26.7 5.1 15.9 19.4 27.1 21.3

FY11 29,414 33.9 7,564 25.7 4,630 17.2 5.6 12.7 11.0 24.6 17.2

FY12E 33,095 12.5 10,283 31.1 6,658 21.3 6.9 16.2 14.3 20.0 12.6

FY13E 39,215 18.5 12,676 32.3 8,284 24.4 8.5 18.0 15.7 16.3 10.2

Source: Company, Elara Securities Estimate 
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Financials (Y/E Mar) 
Income Statement (INR mn) FY10 FY11 FY12E FY13E

Revenue 21,966 29,414 33,095 39,215

EBITDA 6,087 7,564 10,283 12,676

Non operating Income 1,230 826 960 1,040

OPBITDA 7,317 8,390 11,243 13,716

Depreciation & Amortization 284 264 493 558

EBIT 7,033 8,127 10,749 13,158

Interest Expenses 350 102 1 1

PBT 6,682 8,024 10,748 13,157

Taxes 2,210 2,648 3,164 3,935

Adjusted PAT 4,473 5,376 7,584 9,222

Extra-ordinaries 302 (860) (860) (860)

Minorities (212) (114) 66 78

Reported PAT 4,987 4,630 6,658 8,284

Balance Sheet (INR mn) FY10 FY11 FY12E FY13E

Share Capital 484 489 489 489

Reserves 38,342 43,119 48,193 54,892

Minority Interest 569 455 521 599

Borrowings 590 11 11 11

Total Liabilities 39,984 44,075 49,214 55,992

Gross Block 21,254 21,781 22,768 23,883

Accumulated Depreciation (2,125) (2,389) (2,882) (3,440)

Net Block 19,076 19,392 19,886 20,443

Capital Work In Progress 669 669 669 669

Investments 3,220 3,220 3,220 3,220

Net Working Capital 16,927 20,700 25,347 31,567

Other Assets 92 92 92 92

Total Assets 39,985 44,075 49,214 55,992

Cash Flow Statement (INR mn) FY10 FY11 FY12E FY13E

Cash profit adjusted for non cash items 5,251 4,894 7,151 8,841

Working Capital Changes 8,171 (2,007) (950) (2,406)

Operating Cash Flow 13,422 2,887 6,201 6,435

Capex (2,323) (527) (986) (1,116)

Free Cash Flow 11,099 2,360 5,215 5,320

Financing Cash Flow (5,262) (1,820) (1,079) (1,066)

Investing Cash Flow (1,949) - - -

Net change in Cash 3,888 540 4,136 4,253

Ratio Analysis FY10 FY11 FY12E FY13E

Income Statement Ratios (%) 

Revenue Growth 0.9 33.9 12.5 18.5

EBITDA Growth 11.1 24.3 35.9 23.3

PAT Growth 26.7 17.2 21.3 24.4

EBITDA Margin 27.7 25.7 31.1 32.3

Net Margin 22.7 15.7 20.1 21.1

Return & Liquidity Ratios 

Net Debt/Equity (x) (0.1) (0.2) (0.3) (0.3)

ROE (%) 15.9 12.7 16.2 18.0

ROCE (%) 19.4 11.0 14.3 15.7

Per Share data & Valuation Ratios 

Diluted EPS (INR/Share) 5.1 5.6 6.9 8.5

EPS Growth (%) 34.9 10.1 22.9 22.7

DPS (INR/Share) 0.9 1.0 1.0 1.0

P/E (x) 27.1 24.6 20.0 16.3

EV/EBITDA (x) 21.3 17.2 12.6 10.2

EV/Sales (x) 5.9 4.4 3.9 3.3

Price/Book (x) 4.0 4.0 3.5 3.1

Dividend Yield (%) 0.6 0.7 0.7 0.7

Source: Company, Elara Securities Estimates 

Revenue & margins growth trend 

Source: Company, Elara Securities Estimates 

 

Adjusted profits growth trend 

Source: Company, Elara Securities Estimates 

 

Return ratios 

Source: Company, Elara Securities Estimates 
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Zee revamps brand identity  
Zee Entertainment Enterprises (ZEEL) has revamped its 
brand identity and content offerings to re-assert its 
positioning in the Hindi GEC space. The new logo, with a 
new tagline, has been adopted by 25 channels of the 
group. Further, launch of new shows, premier of latest 
blockbuster movies, and start of high definition feed for 
some of its key channels will also coincide with the 
launch of renewed brand look. 

Exhibit 1: ZEEL to sport new look 

 

Source: Company 

While the renewed brand identity and increased 
programming hours is a positive in our view, as the last 
such exercise was conducted in 2005, it would be 
interesting to watch the impact of this on the ratings of 
ZEEL’s flagship channel Zee TV. We highlight the 
experience of Star TV India, which underwent a similar 
group wide exercise last year months ago, which met 
with considerable success, significantly increasing its 
channel ratings lead over peers. Star TV India had 
changed its logo design, tagline and launched fresh 
programming among much fanfare last year, which was 
followed by a robust channel share gain by its flagship 
channel i.e. ‘Star TV’, in the Hindi GEC space. While we 
are not predicting any similar gains for ZEEL at this point 
of time, heightened marketing efforts, new content 
offerings and launch of HD feed for its key channels may 
create a positive buzz around its key channels. 

Exhibit 2: Star TV registered impressive channel share 
gains post brand overhaul last year  

 

Source: Telepedia 

A massive brand overhaul  

ZEEL has undergone a massive 360 degree marketing 
exercise in order to launch its new logo and content line-
up. The company took inputs from an unprecedented 
1.4 million viewers across 75 key Indian cities, over a 
span of 8 months, before finalising its new content 
strategy and logo design. Instead of roping in celebrities 
to launch its new look, it had selected 1,000 people from 
various states as brand ambassadors, in order strengthen 
brand connect with its viewers.  

ZEEL has lined up a huge brand promotion drive, which 
will span over a month across media platforms. The total 
cost for the exercise is likely to be ~INR500-INR600mn, in 
our view, spent mostly on the airtime of ZEEL’s network 
of channels.  

Management maintains guidance 

ZEEL’s management in a recent media appearance, has 
maintained its industry ad revenue growth outlook of 
12% for FY12E, despite concerns over slowdown of ad 
spend in the near term. It also reiterated its guidance of 
significantly lowering losses from sports channels in 
FY12E (FY11 losses were INR2.1bn) despite the slated 
launch of ‘Ten Golf’, ZEEL’s new 24 hours sports channel 
dedicated to Golf. Further, the management expects 
25% growth in the DTH industry for the current fiscal, 
which is expected to keep the DTH revenue growth in 
high double digits. Lastly, it expects the newly formed 
distribution venture with Star TV India to lower carriage 
costs and increase subscription revenues from cable 
operators, starting from FY13E when the new contracts 
with MSOs and LCOs come for renewal. 

Growth engines well oiled  
We like ZEEL from a fundamental perspective, as the 
company is favourably positioned for sustained growth 
in both its ad and subscription revenue streams.  

Ad revenue growth drivers remain strong 

While there might be a possibility of slowdown in the ad 
spend in broadcasting space in the near term, we believe 
that such an event is likely to be temporary at best. 
Consumption in India continues to grow, with new 
categories emerging every year, adding to the overall ad 
spend in the country. While it was telecom operators in 
2006-08 that drove ad spend in the service sector, DTH 
players took over in 2009 and passed the baton to 
mobile headset manufacturers in 2010-11. With intense 
competition in each consumer category and rising per 
capita income, we believe that ad spend in the 
broadcasting space is unlikely to remain suppressed for 
long. We expect ad spend in the second half of FY12E to 
bounce back strongly, in light of festival season and the 
possibility of inflation subsiding.  

We find ZEEL placed favourably to benefit from rising ad 
spend in the country. The company has strong 
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positioning in the key Hindi GEC space and Hindi movie 
space with its key channels viz. Zee TV and Zee Cinema. 
Further, it has a strong bouquet of regional channels 
that continue to do well despite new launches. We 
expect its strong channel portfolio to translate into 
healthy double digit ad revenue growth in the medium 
term.  

Exhibit 3: ZEEL consolidated ad revenues growth 
trend 

 

Source: Company, Elara Securities Research 

Subscription revenues growth highly visible 

ZEEL has been and continues to be one of the key 
beneficiaries of rising DTH penetration in India, which is 
fast eliminating underreporting in the pay TV 
subscription space, helping the company grow its DTH 
revenues from a minuscule INR110mn in FY07 to a 
sizeable INR3.3bn in FY11. While the growth has been 
impressive, more importantly, it is also highly sustainable, 
with rising DTH household growth continuing to fuel 
DTH revenue growth for ZEEL. Total DTH households in 
India rose to 38 million in 2011, which is further 
expected to rise to 48 million in 2012E and 56 million by 
2013E, a CAGR of 22% during 2010-2013E. 

Exhibit 4: Indian DTH households growth trend 

 

Source: Industry 

We expect ZEEL to increase its DTH revenues to 
INR4.6bn in FY12E and to a further INR6.3bn in FY13E, 
on the back of rising DTH subscriber base, launch of new 
channels and content renewal agreements with leading 
DTH players in 2012. This is expected to translate into a 
CAGR of 38% during FY11-FY13E. 

Exhibit 5: ZEEL DTH revenues growth trend 

 

Source: Company, Elara Securities Research 

ZEEL, Star distribution JV to fuel cable subscription 
growth 

ZEEL derives INR3.9bn in subscription revenues from 
cable operators, which have remained flat for the last 
three years, largely due to underreporting of subscriber 
base by the local cable operators. 

Exhibit 6: ZEEL cable revenues have remained 
subdued 

 

Source: Company 

To cure this, the company recently joined hands with its 
key competitor Star TV India, to form a new distribution 
entity which would jointly distribute all the channels of 
both the networks. We believe that this is a game 
changing event in the Indian broadcasting space, as it 
formidably tilts the bargaining power in favour of ZEEL 
and Star TV India, while negotiating subscription 
payments with MSOs. ZEEL MD & CEO Mr. Punit Goenka 
stated that while the impact of this move may not be felt 
in FY12E, it should start translating into higher 
subscription revenues from cable operators from FY13E, 
when the contracts of both the broadcasters with the 
MSOs come for renewal. Moreover, the renewed 
bargaining power of the network would also be 
targeted at lowering the carriage fees paid by the 
company (an estimated 10%-12% of FY11 revenues) to 
the MSOs, which will further aid margin growth. 
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Expecting EPS CAGR of 23% during FY11-FY13E 

We believe that ZEEL is firmly set on course to deliver 
mid to high teen ad and subscription revenue growth for 
the next two fiscals, leading to an EPS CAGR of 23% 
during FY11-FY13E. Further, ZEEL holds the possibility of 
a sharp improvement in both depending upon 
improvement in international subscription revenue 
growth, higher than expected growth in DTH 
households, and revenue/cost efficiencies resulting from 
its newly formed distribution JV with Star TV India, none 
of which have been accounted for in our estimates. 

Valuation – reiterate ‘Accumulate’ 
We see ZEEL’s stock price reflecting earnings growth 
going forward, as the overhang of a slowdown in ad 
revenue growth and sports business losses fade by 
Q3FY12E. ZEEL currently trades at 16x FY13E EPS, which 
we believe offers an attractive entry point to play on the 
P/E multiple rollover to FY13E EPS, by Q3FY12E, in our 
view, which should be valuing the share in the range of 
INR152-170 (on a one year forward P/E of 18x-20x) 
offering strong gains from the CMP. 

 

We value ZEEL at 18.4x FY13E EPS, arriving at a target 
price of INR156, which indicates an upside of 15% from 
current levels. We reiterate ‘Accumulate’ on the stock. 

Exhibit 7: Valuation summary 

Valuation Overview (INR) FY10 FY11 FY12E FY13E

Consolidate EPS 5.1 5.6 6.9 8.5

YoY growth 34.9 10.1 22.9 22.7

Three years CAGR 16.3 18.4

PEG multiple 1.0

Target P/E 18.4

FY13E consolidated EPS 8.5

One year forward target price  156

CMP 136

Upside (%) 14.7

Source: Elara Securities Research 
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Coverage History 

 
 
 Date Rating Target Price Closing Price 

1 
 

30-Aug-2010 Reduce INR 150* INR 147 

2 
 

17-Jan-2011 Buy INR 150 INR115  

3 
 

19-Apr-2011 Accumulate INR156 INR134 

*Post 1:2 split 

 
Guide to Research Rating 
BUY Absolute Return >+20% 

ACCUMULATE Absolute Return +5% to +20% 

REDUCE Absolute Return -5% to +5% 

SELL Absolute Return < -5% 
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Disclosures & Confidentiality for non U.S. Investors 
The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information 
purposes. The sole purpose of this Note is to provide preliminary information on the business activities of the company and 
the projected financial statements in order to assist the recipient in understanding / evaluating the Proposal. 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. 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. Nevertheless, Elara 
or any of its affiliates is committed to provide independent and transparent recommendation to its client and would be happy 
to provide any information in response to specific client queries. Elara or any of its affiliates have not independently verified all 
the information given in this Note and expressly disclaim all liability for any errors and/or omissions, representations or 
warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this 
information. Elara or any of 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 Note. Each of these entities functions as a separate, distinct and independent of each other. This 
Note is strictly confidential and is being furnished to you solely for your information.  This Note should not be reproduced or 
redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for 
any purpose. This Note is not directed or intended for distribution to, or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use 
would be contrary to law, regulation or which would subject Elara or any of its affiliates to any registration or licensing 
requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and 
persons in whose possession this document comes, should inform themselves about and observe, any such restrictions.  Upon 
request, the Recipient will promptly return all material received from the company and/or the Advisors without retaining any 
copies thereof. The Information given in this document is as of the date of this report and there can be no assurance that 
future results or events will be consistent with this information. This Information is subject to change without any prior notice. 
Elara or any of its affiliates reserves the right to make modifications and alterations to this statement as may be required from 
time to time. However, Elara is under no obligation to update or keep the information current. Neither Elara nor any of its 
affiliates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, 
indirect, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the 
information. This Note should not be deemed an indication of the state of affairs of the company nor shall it constitute an 
indication that there has been no change in the business or state of affairs of the company since the date of publication of this 
Note. The disclosures of interest statements incorporated in this document are provided solely to enhance the transparency 
and should not be treated as endorsement of the views expressed in the report. Elara Securities (India) Private Limited  
generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a financial interest in 
the securities or derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views 
expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their 
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations 
or views expressed in this report.  

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed 
to Elara Securities (India) Private Limited / the company. 

 

Disclaimer for non U.S. Investors 

The information contained in this note is of a general nature and is not intended to address the circumstances of any 
particular individual or entity. Although we endeavor to provide accurate and timely information, there can be no 
guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. 
No one should act on such information without appropriate professional advice after a thorough examination of the 
particular situation. 
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Disclosures for U.S. Investors 
The research analyst did not receive compensation from Zee Entertainment Enterprises Limited. 

Elara Capital Inc.’s affiliate did not manage an offering for Zee Entertainment Enterprises Limited. 

Elara Capital Inc.’s affiliate did not receive compensation from Zee Entertainment Enterprises Limited in the last 12 months. 

Elara Capital Inc.’s affiliate does not expect to receive compensation from Zee Entertainment Enterprises Limited in the next 3 
months. 

 

Disclaimer for U.S. Investors 

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its 
completeness, accuracy or adequacy and it should not be relied upon as such. 

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. 
Securities, financial instruments or strategies mentioned herein may not be suitable for all investors. Any opinions expressed 
herein are given in good faith, are subject to change without notice, and are only correct as of the stated date of their issue. 
Prices, values or income from any securities or investments mentioned in this report may fall against the interests of the 
investor and the investor may get back less than the amount invested. Where an investment is described as being likely to 
yield income, please note that the amount of income that the investor will receive from such an investment may fluctuate. 
Where an investment or security is denominated in a different currency to the investor’s currency of reference, changes in 
rates of exchange may have an adverse effect on the value, price or income of or from that investment to the investor. The 
information contained in this report does not constitute advice on the tax consequences of making any particular 
investment decision. This material does not take into account your particular investment objectives, financial situations or 
needs and is not intended as a recommendation of particular securities, financial instruments or strategies to you. Before 
acting on any recommendation in this material, you should consider whether it is suitable for your particular circumstances 
and, if necessary, seek professional advice. 

Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These 
“forward-looking statements” are not guarantees of future performance and are based on numerous current assumptions 
that are subject to significant uncertainties and contingencies. Actual future performance could differ materially from these 
“forward-looking statements” and financial information. 
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India 
Elara Securities (India) Pvt. Ltd. 
Kalpataru Synergy,6th 
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