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Print media – Will FY12E be a repeat of FY09???

The FY09 carnage...

FY08 ad growth, for Print media companies, was in the range of 16-33% and this growth plummeted

to 8-12% in FY09 because of  the slowdown experienced in the Indian economy. International newsprint

prices rose by an average of 22% (in US$ terms), in FY09, and average newsprint price, for Indian

newspaper companies increased by 14-24%. Profitability, for FY09, plummeted in the range of  7-80%

YoY. 1-year forward average PER multiples, for Jagran Prakashan, fell from ~30x in FY08 to ~15x in

FY09 and even touched a low of 8x.

Current expectations – FY12E

Our channel checks and interaction with the Print media companies suggest that 1QFY12E will not be

all that great as they are experiencing a moderation in ad growth led by fewer spends by the education

sector which contributes 12-15% of  ad revenue for the Hindi/Vernacular print media (English print

media continues to do well) and the general macro scenario is not helping either.

Newsprint prices continue to remain high at Rs 31 per kg and are expected to remain in this range or

inch even upwards due to shortage of waste paper and incremental demand coming from the packaging

industry (recently the Government banned the use of plastic, as packaging material for gutka, pan

masala and chewing tobacco). Interestingly, international domestic prices are more or less constant

over the past nine months whereas Indian newsprint prices have been moving up. This means players

like HT Media (which use more of international newsprint) will be less affected than Hindi players like

Jagran Prakashan (which use more of domestic newsprint).

We are cutting our FY12E/13E earnings estimates (as we show lower than earlier expected ad growth

and build in a higher newsprint price number) by 6.6%/6.9% for Jagran Prakashan, 5.8%/6.8% for

HT Media and 4.5%/9.5% for Hindustan Media Ventures. With this cut we are 5-9% below consensus

and expect consensus earnings downgrade post 1QFY12E results.

FY12 – A repeat of  FY09 seems unlikely...

Ironically, average procurement cost of  newsprint (per kg), for FY12, is expected to be higher than

that of FY09, for most print media companies! The saving grace is that ad growth rates are still not as

low as those experienced in FY09. This makes us believe that growth in net profitability, for FY12, will

not be a negative number (as experienced in FY09) and hence valuation multiples should not plummet

the way they did in FY09!

We are not pressing the panic button yet and maintain our ratings on all Print media stocks under

coverage. Nevertheless, if the ad growth falls below our latest expectations, we might review our

ratings downwards as forward valuation multiples could take a hit. In the meanwhile, returns for most

print media stocks will be back-ended because of the aforementioned reasons and the aggressive

expansion plans of most companies. Maintain Outperformer on Jagran Prakashan and HT Media

with a preference for HT Media in the short term.

Batlivala & Karani
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FY12 versus FY09

We revise our ad growth
expectation downwards to 13-
20%, for FY12E...Ad growth
rates still not as low as that
experienced in FY09...

Historical ad growth and assumption for FY12E

(%) FY08 FY09 FY11 FY12E

DB Corp 32.9 7.6 23.4 13.9

Jagran Prakashan 28.5 10.6 20.1 15.0

Hindustan Media Ventures 29.7 47.7 26.9 20.0

HT Media 15.9 11.9 22.0 13.0

Source: Companies, B&K Research

Average newsprint price for
Jagran Prakashan and DB
Corp is higher than that
experienced even in FY09!

Historical newsprint price and assumption for FY12E

(Rs per kg) FY08 FY09 YoY (%) FY11 FY12E YoY (%)

DB Corp 25.8 29.7 15.3 27.1 30.5 12.2

Jagran Prakashan 25.3 28.9 14.1 26.8 30.0 12.0

Hindustan Media Ventures 27.7 33.2 20.0 28.4 31.2 9.7

HT Media 27.6 34.3 24.4 30.3 32.1 6.0

Source: Companies, B&K Research

Trend of  newsprint price over the last five years

Source: Bloomberg, B&K Research
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International newsprint
prices have remained constant
for the past 3 quarters;
however, Indian newsprint
prices have been rising…It is
good for companies like HT
Media and bad for Jagran
Prakashan, DB Corp (they
might now use higher
international newsprint in
FY12E)...

Commentary by Print media companies post 4QFY11 results

On advertising growth

Shailesh Gupta, Director Marketing, Jagran Prakashan – “17 or 18% of the growth

is achievable , 20% plus is little tough but even last year we did that.”

Girish Agarwal, Director, DB Corp – “This year we have grown by almost 29% on the whole

year basis, which would include print and radio put together and we feel this kind of growth should continue.”

Rajiv Verma, CEO, HT Media – Though we don’t give any forward-looking statements but we

definitely believe for all the initiatives that we have started in the last two quarters both, in Hindi and t

English which are really to do with ad-space sales, realization enrichment etc. It should hold us in good stead

and we should have a stellar next year as well.”

Amit Chopra, CEO, HMVL – “In terms of  revenues moving forward while there are various kinds of

signals emanating from the economy in terms of  hardening of  interest rate, etc., we still believe in time to come

and with Hindustan’s efforts towards increasing pricing, should pave a way for growth in addition to a

We feel Print media
companies will temper ad
growth expectations post
1QFY12 results...
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substantial readership increases.”

On Newsprint prices

RK Agarwal, CFO, Jagran Prakashan – “I think our expectations were wrong and the newsprint

prices might see an increase of another 10% in the year 11/12”

Girish Agarwal, Director, DB Corp – “Newsprint if  you look at last year, price wise there has

been an 8% increase of the newsprint on a 12 month basis, if I consider this 12 months with last 12 months,

this year’s newsprint has further gone up.   So we assume that the newsprint price will go up to almost 15%

around that price.”

Piyush Gupta, CFO, HT Media – “Our personal outlook is that they will probably plateau out at

this level or marginally go up a few percentage points before they start softening a little bit. That’s what our

projections are based on and that’s what the industry is also taking cognizance. But being such a close

commodity which is not even traded on the exchanges it is very tough to really call out what is going to happen

going forward…Present price is about Rs 32,000 a tonne that has come in to COGS in 4QFY11 which is

about 15% to 18% higher on a YoY basis. Now if  you look at it in comparison to December 2008, it is

definitely about 15% short of  where it peaked at about US$ 980 a metric tonne but we don’t expect it to go

to that level.”

Change in estimates table

All companies are cognizant
about higher newsprint prices
for FY12E...

Jagran Prakashan

(Rs mn) Old estimates New estimates Change (%)

FY12E FY13E FY12E FY13E FY12E FY13E

Ad revenues 10,025 11,769 9,773 11,338 (2.5) (3.7)

Growth YoY (%) 18.2 17.4 15.2 16.0 – –

Subscription revenue 2,491 2,403 2,470 2,364 (0.8) (1.6)

Growth YoY (%) 4.7 (3.5) 3.9 (4.3) – –

Others 1,681 1,984 1,599 1,886 (4.9) (5.0)

Growth YoY (%) 0.4 0.4 0.4 17.9 – –

Net sales 14,197 16,156 13,843 15,587 (2.5) (3.5)

Growth YoY (%) 16.3 13.8 13.4 12.6 – –

EBITDA 4,003 4,662 3,754 4,338 (6.2) (6.9)

Growth YoY (%) 12.2 16.5 5.2 15.6 – –

EBITDA margin (%) 28.2 28.9 27.1 27.8 (110) bps (100) bps

PAT 2,376 2,796 2,218 2,601 (6.6) (7.0)

Growth YoY (%) 14.3 17.7 6.7 17.3 – –

PAT margin (%) 16.7 17.3 16.0 16.7 (70) bps (60) bps

EPS (Rs) 7.5 8.8 7.0 8.2 (6.6) (6.9)

Growth YoY (%) 15.6 17.7 5.5 17.3 – –

Source: B&K Research
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Hindustan Media Ventures

(Rs mn) Old estimates New estimates Change (%)

FY12E FY13E FY12E FY13E FY12E FY13E

Ad revenues 4,705 5,646 4,517 5,420 (4.0) (4.0)

Growth YoY (%) 25.0 20.0 20.0 20.0 – –

Subscription revenue 1,124 974 1,248 1,048 11.1 7.6

Growth YoY (%) 18.5 14.1 20.8 15.6 – –

Others 245 269 245 269 0.0 0.0

Net sales 6,074 6,889 6,010 6,738 (1.0) (2.2)

Growth YoY (%) 16.7 13.4 15.5 12.1 – –

EBITDA 1,138 1,430 1,090 1,296 (4.4) (9.4)

Growth YoY (%) 27.5 25.6 21.9 19.1 – –

EBITDA margin (%) 18.7 20.8 18.1 19.2 (60) bps (150) bps

PAT 744 948 711 858 (4.5) (9.5)

Growth YoY (%) 38.8 27.4 32.7 20.3 – –

PAT margin (%) 12.2 13.8 11.8 12.7 (40) bps (100) bps

EPS (Rs) 10.1 12.9 9.7 11.7 (4.5) (9.5)

Growth YoY (%) 38.8 27.4 32.7 20.3 – –

Source: B&K Research

HT Media

(Rs mn) Old estimates New estimates Change (%)

FY12E FY13E FY12E FY13E FY12E FY13E

Ad revenues 16,020 18,091 15,720 17,805 (1.9) (1.6)

Growth YoY (%) 15.1 12.9 13.0 13.3 – –

Subscription revenue 1,756 1,678 1,860 1,678 5.9 –

Growth YoY (%) (4.2) (4.4) 1.5 (9.8) – –

Others 1,789 2,017 1,789 2,017 (0.0) –

Growth YoY (%) 20.0 12.8 20.0 12.8 – –

Net sales 20,564 23,286 20,369 23,000 (0.9) (1.2)

Growth YoY (%) 15.1 13.2 14.0 12.9 – –

EBITDA 4,220 4,931 4,019 4,638 (4.7) (5.9)

Growth YoY (%) 25.7 16.8 19.7 15.4 – –

EBITDA margin (%) 20.5 21.2 19.7 20.2 (80) bps (100) bps

PAT 2,170 2,604 2,043 2,426 (5.8) (6.8)

Growth YoY (%) 19.9 20.0 12.9 18.7 – –

PAT margin (%) 10.6 11.2 10.0 10.5 (50) bps (60) bps

EPS (Rs) 9.2 11.1 8.7 10.3 (5.8) (6.8)

Growth YoY (%) 19.9 20.0 12.9 18.7 – –

Source: B&K Research



5

B&K RESEARCH JULY 2011

MEDIA

Jagran Prakashan

(Rs mn) B&K Consensus Variance (%)

FY12E FY13E FY12E FY13E FY12E FY13E

Sales 13,843 15,587 13,579 15,409 1.9 1.2

Growth (%) 13.4 12.6 11.2 13.5 – –

EBITDA 3,754 4,338 3,999 4,684 (6.1) (7.4)

EBITDA margin (%) 27.1 27.8 29.5 30.4 – –

PAT 2,218 2,601 2,367 2,822 (6.3) (7.8)

PAT margin (%) 16.0 16.7 17.4 18.3 – –

EPS (Rs) 7.0 8.2 7.6 9.0 (7.9) (8.7)

EPS growth (%) 5.5 17.3 38.3 18.4 – –

Source: Bloomberg, B&K Research

HT Media

(Rs mn) B&K Consensus Variance (%)

FY12E FY13E FY12E FY13E FY12E FY13E

Sales 20,369 23,000 20,315 23,025 0.3 (0.1)

Growth (%) 14.0 12.9 13.7 13.3 – –

EBITDA 4,019 4,638 4,030 4,743 (0.3) (2.2)

EBITDA margin (%) 19.7 20.2 19.8 20.6 – –

PAT 2,043 2,426 2,170 2,642 (5.8) (8.2)

PAT margin (%) 10.0 10.5 10.7 11.5 – –

EPS (Rs) 8.7 10.3 9.2 11.2 (5.4) (7.5)

EPS growth (%) 32.7 18.7 12.9 21.4 – –

Source: Bloomberg, B&K Research

B&K estimates versus Bloomberg consensus

Hindustan Media Ventures

(Rs mn) B&K Consensus Variance (%)

FY12E FY13E FY12E FY13E FY12E FY13E

Sales 6,010 6,738 6,111 7,135 (1.6) (5.6)

Growth (%) 15.5 12.1 17.4 16.8 – –

EBITDA 1,090 1,294 1,208 1,594 (9.8) (18.8)

EBITDA margin (%) 18.1 19.2 19.8 22.3 – –

PAT 711 856 741 1,006 (3.9) (14.9)

PAT margin (%) 11.8 12.7 12.1 14.1 – –

EPS (Rs) 9.7 11.7 10.1 13.7 (4.0) (14.9)

EPS growth (%) 32.7 20.3 38.3 35.6 – –

Source: Bloomberg, B&K Research
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B&K Investment Ratings:

1. BUY: Potential upside of > +25% (absolute returns)

2. OUTPERFORMER: 0 to +25%

3. UNDERPERFORMER: 0 to -25%

4. SELL: Potential downside of < -25% (absolute returns)
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