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Q2FY20 RESULT UPDATE | MEDIA & ENTERTAINMENT 

Music Broadcast 
Dwindling government spending continues to dampen revenue. 
Reiterate BUY 

Music Broadcast Ltd (MBL) reported a 22% revenue decline in Q2FY20, comprising 
9%/8%/5% decline in government/events/pure play radio revenue. The EBITDA 
margin declined ~37% YoY, partly stemming from the 33% YoY reduction in employee 
cost. MBL continue to trail its peers as HT Media (excluding Next MediaWorks 
frequencies) reported 7% YoY de-growth in revenue, while MyFM (DB Corp) reported 
~16% YoY  revenue de-growth. The management indicated that the festival season has 
not been upbeat as far as the participation from national advertisers is concerned and 
is skeptical of government spending improving in H2 as well. We cut our estimates 
due to the delay in utilization improvement.  

We have slightly tweaked our estimates for FY21 hoping for the FY20 scenario to be a 
one-off. As per our revised DCF estimates, we have assigned a salvage value of ~Rs25 
per share to the assets (value of right to migrate as it happened from Phase 2 to Phase 
3). Assuming the radio market survives in its current form gathering ~4% of the overall 
advertisement pie, the PV of the FCF till 2030 is Rs29 per share in addition to Rs9 per 
share cash on the book. This implies that the CMP is assigning no value for the 
medium to survive the current licensing period, which we believe is a distant 
possibility. The popularity of curated music on OTT platforms (Gaana, Spotify, etc) and 
long-format content like podcasts (30-60mins long) should inspire the Ministry of 
Information and Broadcasting (MIB) to lower the NOTEF for newer frequencies. This 
will allow operators to experiment across genres and not limit themselves to the 
lowest common denominator (i.e. Bollywood). We reiterate our BUY rating on the 
stock with a revised target price of Rs68 per share. 

 Q2FY20 revenue breakup: MBL reported revenue at Rs625mn in Q2FY20, down 
22%/10.4% YoY/QoQ. MBL’s EBITDA plunged ~37%/19% YoY/QoQ, as it saw ~33% 
YoY reduction in employee cost. 

 Sectoral drivers: In terms of sectoral performance, the disappointment was led by 
the dwindling government activity (down 55% in H1). Real estate (-22%), dotcom (-
41%), and electricals (-31%) also saw sharp volume declines. Auto (up 29%) and BFSI 
(up 11%) were the only sectors that saw volume growth. 

 Peer comparison: During Q2FY20, Fever FM (HT Media incl. Next MediaWorks 
frequencies) reported a 27% YoY revenue growth (7% de-growth excluding NMW), 
while MyFM (DB Corp) de-grew by ~16% YoY.  

Valuation: The business slowdown has led to a cut in advertisement spending and 
optimization by media planners across the board, which we believe will continue to 
have an impact throughout FY20. We cut our estimates for FY20 and as well as FY21 to 
adjust for these factors. The stock is trading at a P/E multiple of 16/10 times FY20/21E 
earnings and at EV/EBITDA multiples of 7/4x FY20/21E. We reiterate our BUY rating on 
MBL with a DCF-based revised target price of Rs68 per share. 
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BUY 

CURRENT PRICE (INR) 

30 

UPSIDE/DOWNSIDE 

▲125% 

TARGET PRICE (INR) 

68 

PREVIOUS TARGET (INR) 

80 
(CMP as on 11 Nov 2019 closing) 

Financial Summary 
    Rs mn FY17 FY18 FY19 FY20E FY21E 

Net sales  2,714  2,983  3,247  2,853  3,677 

EBITDA  913  971  1,132  851  1,369 

Adj. PAT  367  517  480  508  835 

Adj. EPS (Rs)  1.3  1.9  1.7  1.8  3.0 

EBITDA margin  33.6  32.6  34.9  29.8  37.2 

RoE (%)  9.7  9.0  8.0  8.1  12.0 

Adj. P/E (x)  22.6  16.0  17.3  16.3  9.9 

EV/EBITDA (x)  6.4  8.3  5.3  7.2  3.8 

Source: Company, IndiaNivesh Institutional Research 
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Exhibit 1: Quarterly Snapshot 

Particulars (Rs. mn) Q2FY20 Q2FY19 
YoY  

% Change 
Q1FY20 

 QoQ 
 % Change 

H1FY20 H1FY19 % Change 

Net sales              625               801  -22.0%                 698  -10.4%         1,323          1,558  -15.1% 

License fee                49                 56  -11.7%                   50  -2.6%            100             109  -8.5% 

as % of sales 7.9% 6.9%   7.2%   7.5% 7.0%   

Employee cost              120               179  -32.8%                 162  -25.6%            282             359  -21.5% 

as % of sales 19.2% 22.3%   23.2%   21.3% 23.0%   

Other expenditure              289               301  -3.9%                 280  3.2%            570             564  1.0% 

as % of sales 46.3% 37.6%   40.2%   43.1% 36.2%   

Total expenditure              459               536  -14.4%                 492  -6.8%            951          1,032  -7.8% 

Operating profit              167               266  -37.3%                 205  -18.9%            372             526  -29.3% 

Operating profit margin 26.6% 33.1%   29.4%   28.1% 33.8%   

Other income                50                 36  38.6%                   33  51.7%              83               60  37.5% 

EBITDA              217               302  -28.2%                 238  -9.1%            455             586  -22.4% 

Depreciation                70                 67                      70               140             134    

EBIT              146               235  -37.6%                 169  -13.3%            315             452  -30.3% 

Interest                21                 14                      20                 40               28    

EBT              126               221  -43.1%                 149  -15.8%            275             424  -35.2% 

Tax              (63)                87                      61                 (3)            156    

PAT              189               134  41.3%                   89  113.5%            278             269  3.3% 

Margins (%)     bps   bps     bps 

OPM 26.6% 33.1%              (650) 29.4%               (279) 28.1% 33.8%          (565) 

PBT 20.1% 27.6%              (744) 21.4%               (128) 20.8% 27.2%          (645) 

Tax rate -50.3% 39.4% 
 

40.7% 
 

-0.9% 36.7% 
 

NPM (excl. extraordinary items) 30.2% 16.7%             1,354  12.7%              1,754  21.0% 17.3%            373  

EPS             0.68              0.47  
 

               0.32  
 

          1.00            0.95  
 

Shares outstanding              277               282                    277               277             282    

Source: Company, IndiaNivesh Institutional Research 

 

Conference call highlights 

 Phase 3 stations contributed to 10% of the overall revenue with 15% EBITDA 
margin. 

 Inventory utilisation for old and new stations was at 50% and 35%, respectively. 

 Contribution of government ads was at 15% in Q2FY20 (12% from central and 3% 
from state government). Central government’s contribution fell by nearly two-
thirds in terms of volume. 

 The management expects to receive MIB approval for the RBNL deal by the end of 
FY20. It is yet to subscribe to 24% of the RBNL equity by paying Rs2.02bn as per the 
deal, owing to delay in regulatory approval. 

 Receivables days improved from 120 days to 107 days. 

 Management indicated that national advertisers have not spent much even in the 
festive season. 
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Income statement (standalone) 
Y E March (Rs m)   FY17 FY18 FY19 FY20E FY21E 

Net sales  2,714  2,983  3,247  2,853  3,677 

Growth (%)  20  10  9 (12)  29 

Operating expenses (1,802) (2,012) (2,115) (2,002) (2,308) 

Operating profit  913  971  1,132  851  1,369 

Other operating income  0  0  0  0  0 

EBITDA  913  971  1,132  851  1,369 

Growth (%)  16.8  6.4  16.6 (24.8)  60.9 

Depreciation (197) (263) (271) (297) (335) 

Other income  44  194  151  162  142 

EBIT  760  902  1,012  715  1,176 

Finance cost (190) (150) (56)  0  0 

Exceptional item  0  0  0  0  0 

Profit before tax  570  752  955  715  1,176 

Tax (current + deferred) (203) (235) (475) (207) (341) 

Profit / (Loss) for the period  367  517  480  508  835 

Associates, minority interest  0  0  0  0  0 

Reported net profit  367  517  480  508  835 

Extraordinary item  0  0  0  0  0 

Adjusted net profit  367  517  480  508  835 

Growth (%)  19  41 (7)  6  64 

Source: Company, IndiaNivesh Institutional Research 

 

Balance sheet (standalone) 
Y E March (Rs m )   FY17 FY18 FY19 FY20E FY21E 

Share capital  571  571  553  553  553 

Reserves & surplus  4,911  5,428  5,480  5,988  6,823 

Net worth  5,481  5,999  6,033  6,541  7,376 

Minority interest  0  0  0  0  0 

Total liabilities  2,130  987  1,272  373  449 

Non-current liabilities  553  535  198  44  57 

Long-term borrowings  499  499  156  0  0 

Deferred tax liabilities  0  0  0  0  0 

Other long-term liabilities  0  0  0  0  0 

Long-term provisions  54  36  42  44  57 

Current liabilities  1,577  452  1,074  328  392 

Short-term borrowings  0  0  0  0  0 

Trade payables  329  223  247  217  279 

Other current liabilities  1,234  222  820  106  106 

Short-term provisions  15  7  7  6  7 

Total liabilities and equity  7,611  6,986  7,305  6,914  7,825 

                

Non-current assets  3,619  4,901  3,344  3,443  3,157 

Net block  3,116  2,969  3,100  3,198  2,912 

Goodwill  0  0  0  0  0 

Non-current investments  0  1,559  14  14  14 

Long-term loans and advances  17  17  17  17  17 

Deferred tax assets  252  182  46  46  46 

Other non-current assets  233  175  167  167  167 

Current assets  3,992  2,085  3,962  3,471  4,669 

Inventories  0  0  0  0  0 

Sundry debtors  817  1,104  1,254  1,102  1,309 

Cash & bank balances  2,679  762  788  449  1,439 

Other current assets  229  36  39  39  39 

Loans & advances  0  182  178  178  178 

Current investments  267  0  1,703  1,703  1,703 

Total assets  7,611  6,986  7,305  6,914  7,825 

Source: Company, IndiaNivesh Institutional Research 
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 Cash flow statement (standalone) 
Y E March (Rs m)   FY17 FY18 FY19 FY20E FY21E 

Profit before tax  570  752  955  715  1,176 

Depreciation  197  263  271  297  335 

Change in working capital  0  0  0  0  0 

Total tax paid (85) (165) (339) (207) (341) 

Others  13  0  0  0  0 

Cash flow from operations (a)  788  463  1,539  215  1,039 

Capital expenditure (275) (116) (401) (396) (49) 

Change in investments (109)  267 (1,703)  0  0 

Others (1,742)  0  0  0  0 

Cash flow from investing (b) (2,108) (1,349) (552) (396) (49) 

Free cash flow (a+capex)  513  347  1,138 (182)  990 

Equity raised/(repaid)  4,000  0 (17)  0  0 

Debt raised/(repaid) (1,557)  0 (343) (156)  0 

Dividend (incl. tax)  0  0  0  0  0 

Others (149)  0  0  0  0 

Cash flow from financing (c)  2,050 (1,031) (962) (156)  0 

Net change in cash (a+b+c)  731 (1,917)  26 (338)  990 

Reconciliation of other balances  0  0  0  0  0 

Cash as per balance sheet  2,679  762  788  449  1,439 

Source: Company, IndiaNivesh Institutional Research 

 

Key ratios (standalone) 
Y E March FY17 FY18 FY19 FY20E FY21E 

Adjusted EPS (Rs)  1.3  1.9  1.7  1.8  3.0 

Growth  18.7  41.1 (7.1)  5.7  64.3 

Dividend/share (Rs)  0.0  0.0  0.0  0.0  0.0 

Dividend payout ratio  0.0  0.0  0.0  0.0  0.0 

EBITDA margin  33.6  32.6  34.9  29.8  37.2 

EBIT margin  28.0  30.2  31.2  25.1  32.0 

Net margin  13.5  17.3  14.8  17.8  22.7 

Tax rate (%)  35.7  31.2  49.7  29.0  29.0 

Debt/equity (x)  0.1  0.1  0.0  0.0  0.0 

Inventory days  0  0  0  0  0 

Sundry debtor days  110  135  141  141  130 

Trade payable days  44  27  28  28  28 

Du Pont analysis - ROE           

Net margin  13.5  17.3  14.8  17.8  22.7 

Asset turnover (x)  0.4  0.4  0.5  0.4  0.5 

Leverage factor (x)  1.6  1.3  1.2  1.1  1.1 

ROE (%)  9.7  9.0  8.0  8.1  12.0 

RoCE (%) (after tax)  15.4  14.4  15.9  11.2  16.8 

Valuation (x)            

PER   22.6  16.0  17.3  16.3  9.9 

PCE  14.7  10.6  11.0  10.3  7.1 

Price/book  1.5  1.4  1.4  1.3  1.1 

EV/EBITDA  6.4  8.3  5.3  7.2  3.8 

Source: Company, IndiaNivesh Institutional Research 
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Definitions of ratings  

 
>= USD 2 bn > USD 500 mn to 2 bn <= USD 500 mn 

BUY >= 15% >= 20% >= 25% 

ACCUMULATE 0 to <15% 0 to <20% 0 to <25% 

REDUCE 0 to -15% 0 to -20% 0 to -25% 

SELL < -15% < -20% < -25% 

Our target prices are on a 12-month horizon basis.  
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