
    
  

    

 

 
 
   

Q3FY15 result highlights 
 Strong net subscriber addition of 0.42m (our estimate, 0.3m), led by festive 

season, some uptick in consumer sentiment and higher offtake of ‘Zing’ and 
HD offerings. Monthly churn was flat qoq, at 0.7%. 

 ARPU came in at Rs177 (+2.9% qoq) versus expectation of Rs175. We note that 
of the Rs5 sequential increase in ARPU, Rs2 was led by higher gross additions 
as activation revenue is considered a part of ARPU. 

 Subscription revenue grew by strong 17.4% yoy (+6% qoq), led by higher 
ARPU and net additions. Overall sales came in 3% above estimate. 

 Content cost was flat yoy. EBITDA of Rs1.91bn (+17.8% qoq) was 3% above 
estimates on higher revenue. Margin of 26.8% was up 260bp qoq (in line). 

Key positives: Strong net additions; healthy increase in ARPU; flat content cost. 

Key negatives: Higher commissions. 

Impact on financials: We increase our FY15E/ 16E/ 17E EBITDA by  
1.5%/ 3%/ 19.2% on higher net additions and lower increase in content cost but our 
earnings still gets cut because of higher depreciation and interest expense. 

Valuations & view 
We believe upside risk to DTH ARPU is high given price hikes taken by MSOs. 
Subscriber addition outlook has also improved considerably due to improving 
consumer sentiment. This, coupled with a meagre increase in content cost for Dish 
TV (signed long-term content deals), makes us believe that it will post a strong 21% 
CAGR in FY15-17E EBITDA. Maintain Outperformer. Our revised target price of 
Rs83 comes from rolling forward valuations to FY17E. Dish TV is a good play on 
Phase III/ IV digitisation and remains one of our top picks.  
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Key financials (quarterly) 
 (Rs m) Q3FY14 Q2FY15 Q3FY15 % ch qoq % ch yoy % var from est. 
Net sales 6,128  6,724  7,139  6.2  16.5  2.7  
EBIDTA 1,355  1,624  1,912  17.8  41.1  3.0  
OPM (%) 22.1  24.1  26.8  2.6  4.7   
Other income 97  170  154  (9.6) 58.3  (9.6) 
Depreciation (1,534) (1,519) (1,616) n/a n/a 1.3  
EBIT (81) 274  450  64.0  n/a 4.4  
Interest (301) (425) (479) n/a n/a 6.4  
PBT (382) (151) (29) n/a n/a 51.9  
PAT  (382) (151) (29) n/a n/a 51.9  
PAT margin (%) (6.2) (2.2) (0.4) 1.8  5.8      

Price performance – relative and absolute 

  
 

22 January 2015 

BSE Sensex: 29006 

Sector: Media 

Stock data  

CMP (Rs)                    74  

Mkt Cap (Rsbn/US$bn)  79.3 / 1.3  

Target Price (Rs)  83 

Change in TP (%) +22 

Potential from CMP (%) +12 

Earnings change (%) 
FY15E NM 
FY16E -52 
FY17E -2 

(%) 3-mth 6-mth 1-yr 

Dish TV India  31.0   26.0   47.3 
BSE Sensex  8.3   11.5   35.9 

 
 
Bloomberg code DITV IN
1-yr high/low (Rs) 75/43
6-mth avg. daily volumes  4.32  
6-mth avg. daily traded value  
(Rsm /US$m)  262.3 / 4.25  

Shares outstanding (m)  1,065.0  
Free float (%)                  35.5  
Promoter holding (%)                  64.5  
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A snapshot of Q3FY15 results      

 Q2FY14 Q3FY14 Q4FY14 Q1FY15 Q2FY15 Q3FY15 Comments 
Total revenues 6,009  6,128  6,369  6,407  6,724  7,139  Higher net additions and 2.9% sequential 

growth in ARPU led to 3% revenue 
surprise 

yoy change (%) 12.6  9.9  14.7  (1.0) 11.9  16.5   
Programming & other costs (1,865) (1,989) (2,016) (2,014) (1,929) (1,989) Content cost under control (flat yoy) 
Other COGS & licence fee (1,331) (1,395) (1,508) (1,378) (1,479) (1,541)  
Employee expense (223) (215) (210) (256) (252) (258)  
SG&A (1,037) (1,174) (1,346) (1,189) (1,441) (1,439) Higher gross additions led to higher 

commissions; advertising is under control 
Total expenditure (4,455) (4,773) (5,080) (4,836) (5,100) (5,227)  
EBITDA 1,554  1,355  1,289  1,571  1,624  1,912   
OPM (%) 25.9  22.1  20.2  24.5  24.1  26.8  Margin improvement on the back of 

healthy revenue growth and limited 
increase in cost 

Depreciation (1,504) (1,534) (1,491) (1,453) (1,519) (1,616)  
Other income 211  97  201  116  170  154   
Interest (345) (301) (326) (395) (425) (479) Higher interest expense qoq because of 

additional debt of Rs2bn taken this quarter 
PBT (85) (382) (327) (161) (151) (29)  
Exceptional item 0  0  (1,164) 0  0  0   
Tax 0  0  0  0  0  0   
PAT (85) (382) (1,491) (161) (151) (29)  
Reported PAT (85) (382) (1,491) (161) (151) (29)  
Adjusted PAT (85) (382) (327) (161) (151) (29) Almost in line 
yoy change (%) NA NA NA NA NA NA     
Source: Company; IDFC Securities Research 

 Other highlights 
Subscriber addition: Dish TV added 0.42m net subscribers on the back strong contribution from ‘Zing’ and ‘HD’ 
during the festive season along with some improvement in consumer sentiment. The DTH industry as a whole saw 
27% yoy growth in subscriber addition (source: management). For Dish TV, gross additions increased by 60% yoy, 
highlighting gains in incremental market share. Net subscriber addition for 9MFY15 stands at 1.1m, and the 
management is confident of meeting the upper end of its guidance of 1.2m-1.5m in FY15E with some support from 
the ODI cricket world cup in Q4FY15. It expects the momentum to continue in FY16 as well and guided for net 
addition of 1.5m in FY16 (excluding upside from digitization in Phase III areas). Zing’s contribution to overall 
subscriber addition is ~18%, while that of HD is ~18% (up from ~15% in the previous quarter). 

ARPU growth: ARPU came in at Rs177 (+2.9% qoq), led by ~6% price hike taken in early H1FY15. The management 
believes ~85% of its base has shifted to the new pricing. We note that of the Rs5 sequential increase in ARPU, Rs2 was 
led by higher gross additions as activation revenue is considered a part of ARPU. The management sounded 
extremely confident on its ability to increase ARPU further on the back of; 1) package implementation by cable MSOs, 
leading to higher consumer-level ARPU, 2) increase in penetration of HD packs and 3) differential pricing mechanism 
for different locations. Package implementation by MSOs has been necessitated after the purported increase in 
content cost as Star has moved to RIO pricing. Dish TV is planning to implement differential pricing for locations as it 
believes there is scope for upward revision in base pack prices across metros and Tier I towns. It is confident that this 
will turn out to be beneficial for overall ARPU increase.  

Content cost: Content cost was flat yoy (largely in line; we expected a 1% increase) and its trajectory is in line with 
management expectations. Content cost has increased by just 3% yoy for 9MFY15. The management is confident of 
muted increase in content cost (in mid single digits) over the next 2 years as it has already signed long-term deals 
with large broadcasters. Renewal of Star and Zee deals comes up in September 2016, that of IndiaCast in March 2017 
and Sony in March 2018. Almost 50% of the deals are fixed fee and the remaining CPS (cost per subscriber). 
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‘RJio not a threat’: Dish TV believes RJio will offer TV channels over its IP network and, hence, it is not a direct threat 
to DTH and cable.  

Net debt: Gross debt stood at Rs16bn and net debt at Rs11.3bn. Dish TV increased gross debt by Rs2bn this quarter to 
fund higher gross additions and inventory build-up for Q4FY15 (cricket world cup).  

License fee reduction: Dish is hopeful of migrating to the new license by the end of this fiscal. This will lead to 230bp 
saving in license fee; the amount could increase if the government decides to make content cost a pass-through. 
License fee liability stands at Rs9bn in the books, of which Rs2bn is interest accrued.  

 Maintain Outperformer, with revised target price of Rs83 
We believe upside risk to DTH ARPU is high given price hikes taken by MSOs. Subscriber addition outlook has also 
improved considerably due to improved consumer sentiment. This, coupled with a meagre increase in content cost 
for Dish TV (signed long-term content deals), makes us believe that the company will post a strong 21% CAGR in 
EBITDA over FY15-17E (revised estimate). Maintain Outperformer. Our revised target price of Rs83 comes from 
rolling forward valuations to FY17E. Dish TV is a good play on Phase III/ IV digitisation and is one of our top picks. 

Change in estimates 

(Rs m) FY15E FY16E FY17E 
 Previous Revised % Change Previous Revised % Change Previous Revised % Change 
Revenue 27,229  27,415  0.7  30,304  30,846  1.8  32,547  35,089  7.8  
EBITDA 6,817  6,917  1.5  7,924  8,162  3.0  8,476  10,102  19.2  
EBITDA margin (%) 25.0  25.2  20bp 26.1  26.5  40bp 26.0  28.8  270bp 
PAT 97  (581) (700) 1,852  888  (52) 2,923  2,853  (2) 
Source: IDFC Securities Research 

Key operating metrics  

  FY15E FY16E FY17E 
Net additions (m) 1.5 1.3 1.2 
ARPU (Rs) 173 180 187 
Source: IDFC Securities Research 

Target price derivation  

  
FY17E gross subscriber addition (m) 2.5  
Per subscriber one-time activation revenue (Rs) 1,250  
Per subscriber one-time activation cost (Rs) 600  
Per subscriber one-time net activation EBITDA (Rs) 650  
   A. FY17E one-time net activation EBITDA (Rs m) 1,625  
   B. FY17E Carriage Revenue (Rs m) 959  
   C. FY17E EBITDA 10,102  
      FY17E recurring EBITDA (Rs m, C-A-B) 7,518  
      FY17E EV/ adjusted-EBITDA valuation multiple (x) 12  
   D. Adjusted EV FY17E (Rs m) 90,213  
Carriage valuation multiple (x) 4  
E. Carriage EV (Rs m) 3,837  
EV FY17E (Rs m, A+D+E) 95,675  
Net debt FY17E (Rs m) 7,085  
Equity value FY17E (Rs m) 88,590  
No. of shares (m) 1,065  
Fair value (Rs/ share) 83 
Source: IDFC Securities Research 
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Income statement  

Year to 31 Mar (Rs m) FY13 FY14 FY15E FY16E FY17E
Net sales  21,668   25,090   27,415   30,846  35,089 
        % growth  10.7   15.8   9.3   12.5  13.8 
Operating expenses  15,873   18,849   20,498   22,684  24,987 
EBITDA  5,795   6,240   6,917   8,162  10,102 
        % change  16.3   7.7   10.8   18.0  23.8 
Other income  512   649   600   690  500 
Net interest  (1,284)  (1,328)  (1,800)  (1,620)  (1,620)
Depreciation  6,275   5,974   6,298   6,344  6,129 
Pre-tax profit  (1,252)  (412)  (581)  888  2,853 
Profit after tax  (1,252)  (412)  (581)  888  2,853 
Non-recurring items  594   (1,164)  -     -     -
Net profit after  
non-recurring items  (658)  (1,576)  (581)  888  2,853 
        % change  n/a   n/a   n/a   n/a   221.3
 

Balance sheet  

As on 31 Mar (Rs m) FY13 FY14 FY15E FY16E FY17E
Paid-up capital  1,065   1,065   1,065   1,065  1,065 
Reserves & surplus  (2,803)  (4,155)  (4,736)  (3,848)  (995)
Total shareholders' equity  (1,553)  (3,090)  (3,671)  (2,783) 70 
Total current liabilities  16,773   16,720   17,872   18,905  19,937 
Total debt  16,330   14,095   16,595   16,595  15,095 
Total liabilities  33,103   30,815   34,467   35,500  35,032 
Total equity & liabilities  31,550   27,725   30,796   32,717  35,102 
Net fixed assets  20,874   17,640   18,342   18,998  19,869 
Investments  2,782   2,680   2,680   2,680  2,680 
Total current assets  7,894   7,405   9,774   11,039  12,553 
Working capital  (8,879)  (9,315)  (8,098)  (7,866)  (7,384)
Total assets  31,550   27,725   30,796   32,717   35,102
 

Cash flow     

Year to 31 Mar (Rs m) FY13 FY14 FY15E FY16E FY17E
Pre-tax profit  (1,252)  (412)  (581)  888  2,853 
Depreciation  6,275   5,974   6,298   6,344  6,129 
Chg in Working capital  2,125   714   810   688  682 
Ext ord. Items & others  594   (1,349)  -     -     -
Operating cash Inflow  7,743   4,928   6,528   7,920  9,664 
Capital expenditure  (9,060)  (2,740)  (7,000)  (7,000)  (7,000)
Free cash flow (a+b)  (1,318)  2,188   (472)  920  2,664 
Chg in investments  (1,282)  102   -     -     -
Debt raised/(repaid)  2,327   (2,235)  2,500   -    (1,500)
Capital raised/(repaid)  43   190   -     -     -
Dividend (incl. tax)  -     -     -     -     -
Misc  -     33   -     -     -
Net chg in cash  (230)  278   2,028   920   1,164
 

 

Key ratios 

Year to 31 Mar FY13 FY14 FY15E FY16E FY17E 
EBITDA margin (%)  26.7   24.9   25.2   26.5   28.8  
EBIT margin (%)  (2.2)  1.1   2.3   5.9   11.3  
PAT margin (%)  (5.8)  (1.6)  (2.1)  2.9   8.1  
RoE (%) NA NA NA NA NA 
RoCE (%)  NA NA NA NA NA  
Gearing (x) NA NA NA NA NA 
 

Key valuation metrics 

Year to 31 Mar FY13 FY14 FY15E FY16E FY17E 
Reported EPS (Rs)  (0.6)  (1.5)  (0.5)  0.8   2.7  
Adj. EPS (Rs)  (1.2)  (0.4)  (0.5)  0.8   2.7  
PE (x)  n/a   n/a   n/a   89.3   27.8  
Price/ Book (x)  (51.1)  (25.7)  (21.6)  (28.5)  1,134.2  
EV/ Net sales (x)  4.2   3.6   3.3   2.9   2.5  
EV/ EBITDA (x)  15.9   14.3   13.0   10.9   8.5  
EV/ CE (x)  6.2   8.1   7.0   6.4   5.7 
 

Limited inflation in content cost 
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Ashish Kalra Managing Director, Sales ashish.kalra@idfc.com 91-22-6622 2525 
Rajesh Makharia Director, Sales rajesh.makharia@idfc.com 91-22-6622 2528 
Palak Shah SVP, Sales palak.shah@idfc.com 91-22-6622 2696 
Varun Saboo VP, Sales varun.saboo@idfc.com 91-22-6622 2558 
Arati Mishra VP, Sales arati.mishra@idfc.com 91-22-6622 2597 
Hemal Ghia VP, Sales hemal.ghia@idfc.com 91-22-6622 2533 
Tanvi Dixit AVP, Sales tanvi.dixit@idfc.com 91-22-6622 2595 
Nirav Bhatt AVP, Sales nirav.bhatt@idfc.com 91-22-6622 2681 
Chandan Asrani Manager, Sales chandan.asrani@idfc.com 91-22-6622 2540 
Sneha Baxi Manager, Sales sneha.baxi@idfc.com 91-22-6622 2537 
Suryakant Bhatt Director & Head - Sales trading   suryakant.bhatt@idfc.com 91-22-6622 2693 
Mukesh Chaturvedi Director, Sales trading mukesh.chaturvedi@idfc.com 91-22-6622 2512 
Viren Sompura SVP, Sales trading viren.sompura@idfc.com 91-22-6622 2527 
Rajashekhar Hiremath SVP, Sales trading rajashekhar.hiremath@idfc.com 91-22-6622 2516 
Alok Shyamsukha VP, Sales trading alok.shyamsukha@idfc.com 91-22-6622 2523 
Suketu Parekh VP, Sales trading suketu.parekh@idfc.com 91-22-6622 2674 

 
 




