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 Sharp fall in realisations drags the Top-line:  For 2QFY2010, Balaji 
Telefilms (BTL) posted a decline of 60.7% yoy in its Top-line to Rs40.6cr 
(Rs103.3cr), on a standalone basis, which was impacted due to a sharp fall 
in realisations and a dip in commissioned programming hours. While the 
commissioned programming hours dipped 30.6% yoy to 208.5 hours (shows 
called off in yoy terms), the realisations in the segment took a bigger knock, 
registering a decline of 49.7% yoy to Rs1.62mn (Rs3.23mn). On a sequential 
basis, the total programming hours registered a modest growth of 28.6% qoq 
to 393.5 hours, driven by a 19.8% qoq rise in commissioned programming 
hours and a 40.2% rise in sponsored programming hours. However, a 20.5% 
qoq fall in average realisations dented the sequential growth in the Top-line 
to merely 2.3%. During the quarter, the company launched two new serials – 
Bairi Piya (Colors) and Kadhaparayum Kaavyaanjali (Surya TV), while one 
serial was taken off air (Kitani Mohabbat Hai on NDTV Imagine).  

 EBITDA dips into the red: On the Operating front, the company registered 
a loss of Rs2cr (Profit of Rs23cr) on account of a sharp fall in realisations 
and new show launches, which resulted in a significant jump in the cost of 
Production (increased by 1,275bp yoy), a 537bp yoy spurt in Staff costs 
(declined by 5% yoy in absolute terms) and an 898bp rise in Other 
expenditure.  
 

 Poor show on the Earnings front continues: In terms of Earnings, BTL 
registered a dismal quarter, posting a decline in the Bottom-line by 94.4% 
yoy to Rs1cr (Rs18.1cr), as the company’s operating performance dipped 
into the red. On a sequential basis, the company’s profits declined by 88.6% 
qoq. 
 

 

Key Financials (Consolidated) 
Y/E March (Rs cr) FY2008 FY2009 FY2010E FY2011E 

Net Sales 378.4 337.5 196.6 264.3 
% chg 18.2 (10.8) (41.8) 34.5 
Net Profit 96.1 0.8 18.4 27.7 
% chg 21.3 (99.1) - 50.6 
OPM (%) 35.7 4.8 5.7 10.5 
EPS (Rs) 14.7 0.1 2.8 4.2 
P/E (x) 5.0 - 26.2 17.4 
P/BV (x) 1.3 1.3 1.2 1.2 
RoE (%) 25.8 0.2 4.8 6.7 
RoCE (%) 32.3 (2.0) (0.7) 2.8 
EV/Sales (x) 0.7 0.8 1.1 0.8 
EV/EBITDA (x) 1.9 15.6 19.8 7.6 

Source: Company, Angel Research 
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 Programming Hours rise qoq: During the quarter, the commissioned programming 
hours registered an increase by 19.8% qoq to 208.5 hours from 174 hours, driven by 
the addition of new shows – Bairi Piya (Colors) and Pavitra Rishta (launched in 
1QFY2010). However, towards the end of the quarter, the company terminated Kitaani 
Mohabbat Hai (NDTV Imagine). The sponsored programming hours also registered a 
40% rise qoq to 185 hours, as the company added a new serial – Kadhaparayum 
Kaavyaanjali (Surya TV). During the quarter, BTL has revised its programming hours 
for 1QFY2010 from 144.5 to 174 (commissioned), and sponsored has changed from 
122.5 hours to 132 hours. 
 
Post 2QFY2010, another serial, Koi Aane Ko Hai (Colors) was taken off air on the 3rd 
of October, while two new shows were launched on Sony, namely, Baytaab – Dil Ke 
Tamana Hain and Pyaar Ka Bandhan. 
 

 Realisations take a severe knock: BTL continued to face downward pressure in 
realisations on both yoy and qoq terms, owing to the discontinuation of its high yielding 
shows and addition of new serials (command lower realisations). On a sequential 
basis, the commissioned realisation per hour declined 14.8% qoq to Rs1.62mn, 
whereas sponsored realisation per hour dipped 26.4% qoq to Rs0.36mn. Average 
realisations declined by 20.5% qoq to Rs1.03mn (Rs1.3mn). During the quarter, the 
company has revised its realisation/hour for 1QFY2010 from Rs2.3mn to Rs1.91mn 
(commissioned), and sponsored has changed from Rs0.53mn to Rs0.5mn. 
 

Exhibit 1: Operational Highlights – Programming Hours and Realisations 
 2QFY2010 2QFY2009 % chg 1QFY2010 % chg 
Revenues (Rs cr)           
Commissioned           33.9           96.9    (65.1)           33.2       2.1 
Sponsored               6.7              6.4        5.7               6.5       3.2 
Total Sales           40.6         103.3    (60.7)           39.7       2.3 
Programming Hours           
Commissioned         208.5         300.5    (30.6)         174.0     19.8 
Sponsored          185.0         106.0      74.5          132.0     40.2 
Total Hrs of Programming         393.5         406.5      (3.2)         306.0     28.6 
Realisation/Hour (Rs mn)           
Commissioned           1.62           3.23    (49.7)           1.91   (14.8) 
Sponsored            0.36           0.60    (39.4)           0.50   (26.4) 
Avg. Realisation           1.03           2.54    (59.4)           1.30   (20.5) 
Source: Company, Angel Research 
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Exhibit 2: 2QFY2010 Performance (Standalone) 
Y/E March (Rs cr) 2QFY2010 2QFY2009 % chg 1HFY2010 1HFY2009 % chg 
Net Sales 40.6 103.3 (60.7) 80.3 194.9 (58.8) 
Cost of Prod 30.1 63.3 (52.5) 54.5 109.0 (50.0) 
(% of sales) 74.0 61.3 67.9 55.9 
Staff cost 3.7 3.9 (5.0) 7.9 7.9 0.9 
(% of sales) 9.2 3.8 9.9 4.0 
Other expenditure 8.8 13.1 (32.8) 16.6 23.3 (28.8) 
(% of sales) 21.6 12.6 16.6 23.3 
Total Expenditure 42.6 80.3 (47.0) 79.1 140.2 (43.6) 
Operating Profit (2.0) 23.0 (108.5) 1.3 54.8 (97.7) 
OPM (%) (4.8) 22.3 1.6 28.1 
Interest - - - - 
Depreciation 2.8 3.5 (20.6) 5.2 6.9 (23.6) 
Other Income 5.4 6.5 (17.5) 15.3 10.8 41.4 
PBT (excl. Extr. Items) 0.7 26.0 (97.5) 11.3 58.7 (80.8) 
Ext Income/(Expense) - - - - 
PBT (Incl. Ext Items) 0.7 26.0 (97.5) 11.3 58.7 (80.8) 
(% of Sales) 1.6 25.2 14.0 30.1 
Provision for Taxation (0.4) 7.9 (104.7) 1.3 18.3 (92.9) 
(% of PBT) - 30.4 11.5 31.2 
Recurring PAT 1.0 18.1 (94.4) 10.0 40.4 (75.3) 
PATM (%) 2.5 17.5 12.4 20.7 
Reported PAT 1.0 18.1 (94.4) 10.0 40.4 (75.3) 
Equity shares (cr) 6.5 6.5 6.5 6.5 
EPS (Rs) 0.2 2.8 1.5 6.2 
 

Source: Company, Angel Research 
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  Outlook and Valuation 

After the disappointing 2QFY2010 results and factoring in new show launches, we have 
revised our estimates for both FY2010E and FY2011E. Our revenue estimates have been 
revised downwards only marginally, as the upward revision in programming hours (due to 
new show launches) is largely negated by the downward revision in realisations. However, 
Earnings for both FY2010E and FY2011E have been revised significantly downwards to 
factor in rising Margin pressures, due to lower realisations and rising production costs.  

Exhibit 3: Revision in Estimates 
  Old Estimate New Estimate % chg 
(Rs cr) FY2010E FY2011E FY2010E FY2011E FY2010E FY2011E 
Revenue         201.8         268.1         196.6         264.3            (2.6)           (1.4) 
EBITDA           23.0           39.3           11.2           27.9          (51.4)         (29.2) 
Net Profit           27.1           35.9           18.4           27.7          (32.1)         (22.8) 
 

Going ahead, we expect BTL’s financial performance to remain under pressure, owing to 
low visibility of its programming slate (Out of the 7 commissioned shows currently running, 
3 are new launches and only one show is 18 months old) and the dipping realisations. We 
expect BTL to report de-growth in its consolidated Top-line by 11.5% on a compounded 
basis over FY2009-11E as we expect commissioned revenues (which contribute 80% to 
total revenues) to de-grow by 14.7%, on a compounded basis over the mentioned period. 
In its Movie business, we expect BTL’s subsidiary, Balaji Motion Pictures, to contribute 
Rs15cr and Rs30cr in FY2010E and FY2011E, respectively, to the consolidated Top-line.  
 
On the Operating front, we expect BTL to witness severe pressure on its Margins, which 
are likely to dip to single-digits owing to the deteriorating yields of its shows. Moreover, 
investments in the Movie business and venturing into the New Media business (Mobile and 
Internet) are only likely to drag BTL’s Profitability in the near term. However, higher Other 
Income (driven by a surplus cash balance of Rs230cr), coupled with a lower Tax rate (due 
to losses in Movie business), should partially aid the Net Margins. 
 
Over the past three months, BTL has significantly outperformed the Sensex by 
39.3%, despite its poor fundamentals and visibility on Earnings, due to expectations 
of a turnaround (driven by new show launches) and the induction of a strategic 
buyer for Star’s stake sale (less likely at current prices). While BTL is re-inventing its 
content slate (in terms of themes), falling realisations, the rising competition in 
content production and lower shelf lives for TV shows continue to pose significant 
risks to Balaji’s Earnings. Hence, we downgrade the stock from Neutral to Sell, with 
a Target Price of Rs50. 
 
Nonetheless, upside risks to our estimates include: 1) Demand revival for BTL’s 
content, 2) Successful ramp up in TRPs for the current slate, and 3) Induction of a 
strategic buyer for Star’s stake sale.  
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Key Assumptions (Consolidated) 

Exhibit 4: Revenue Growth         
Y/E March (Rs cr) FY2008 FY2009 FY2010E FY2011E 
Commissioned Revenues 300.8 268.4  147.6 189.9 
Sponsored Revenues 28.2 26.5  28.1 33.5 
Others (Incl. Movie Biz) 33.8 42.6  18.5 36.0 
Total Operating Revenues 362.8 337.5  194.3 259.4 
Yoy Growth (%)         
Commissioned Revenues 2.7 (10.8) (45.0) 28.6 
Sponsored Revenues 14.4 (5.9) 6.2 19.3 
Others (Incl. Movie Biz)           -    25.9  (56.5) 94.6 
Total Operating Revenues 2.5 (7.0) (42.4) 33.5 
Segmental Contribution (%) 
Commissioned Revenues 82.9 79.5  76.0 73.2 
Sponsored Revenues 7.8 7.8  14.5 12.9 
Others (Incl. Movie Biz) 9.3 12.6  9.5 13.9 
Source: Company, Angel Research 
 
 
Exhibit 5: Programming Hours         
Y/E March FY2008 FY2009 FY2010E FY2011E 
Commissioned 918 927  852 1,012 
Sponsored 652 570  677 742 
Total Hours 1,570 1,497  1,529 1,753 
Yoy Growth (%) 
Commissioned (13.4) 1.0  (8.1) 18.7 
Sponsored (14.1) (12.6) 18.8 9.5 
Total Hours (13.7) (4.6) 2.2 14.7 
Source: Company, Angel Research 
 
 
Exhibit 6: Realisation          
Y/E March (Rs mn) FY2008 FY2009 FY2010E FY2011E 
Commissioned 3.28 2.90  1.76 1.93 
Sponsored 0.43 0.46  0.42 0.44 
Avg. Realisation 2.10 1.74  1.16 1.30 
Yoy Growth (%) 
Commissioned 18.7 (11.6) (39.2) 9.8 
Sponsored 33.2 7.6  (10.6) 6.6 
Avg. Realisation 20.1 (16.7) (33.3) 11.8 
Source: Company, Angel Research 
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