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In-line Q1FY24 performance; ad, subscription revenue outlook improving

Q1FY24 ad-revenue growth for Sun TV continued to be muted (+0.2% QoQ/-1.2% YoY) due to media spends diversion
to sporting events like IPL. We believe management sounded more confident about the revival in ad spends from
Q2FY24. Subscription revenue grew higher than expected at 7% QoQ/ 6% YoY led by 5-6% price hikes as
implementation of NTO 3.0 was smoother than envisaged earlier. This momentum is likely to continue. The success of
Rajnikanth starrer, ‘Jailer’, produced by Sun Pictures (link), may lead to higher than-expected income from movie
distribution. We have, therefore, upgraded our revenue, EBITDA and EPS estimates for FY24E/25E and increased our

target price to INR 650 (from INR 551). Re-iterate BUY.

Recovery in ad-revenues soon

According to the management, green shoots are visible in ad spend growth.
FMCG media buyers are now more amenable to loosening purse strings.
However, the management did not point out any structural change, given the
abundance of big-ticket sport events in H2CY23 — such as the Cricket World
Cup - some of the ad-revenues meant for GEC could be re-diverted to sports
channels. On subscription revenue side, NTO 3.0 likely aided pricing by 5-6%
which led to 6% YoY revenue increase to INR 434mn (I-Sec estimate: INR
423mn). Management remained cautious about the incremental investments
into OTT content, until the cost structure for OTT is more in line with traditional
programming.

Q1FY24 performance

Sun TV's revenues in Q1FY24 grew 11% YoY to INR 13.5bn. EBITDA stood at
INR 7.9bn, up 3% YoY, with EBITDA margin at 59%. Net profit was up 20% YoY
to INR 5.9bn. Ad-revenue was down 1.2% YoY (+0.2% QoQ) to INR 3.3bn.
Subscription revenue rose 6% YoY (+7% QoQ) to INR 4.3bn. The company
declared interim dividend of INR 6.25/sh in Q1FY24, implying a dividend yield
of 4.6% at CMP if the pay-out trends are maintained. According to the
management, IPL revenue was INR 5.13bn (I-Sec estimate: INR 4.01bn) in
Q1FY24.

Financial Summary

Y/E March (INR mn) FY22A FY23A FY24E FY25E
Net Revenue 35,848 37,720 43,255 46,145
EBITDA 22,875 23,930 27,441 29,436
EBITDA Margin (%) 63.8 63.4 63.4 63.8
Net Profit 16,461 16,967 19,445 20,989
EPS (INR) 41.9 43.2 49.6 53.2
EPS % Chg YoY 7.8 3.2 14.7 7.3
P/E (x) 13.0 12.6 11.0 10.2
EV/EBITDA (x) 8.7 85 7.1 6.2
RoCE (%) 255 211 223 234
RoE (%) 20.1 18.4 18.5 17.6
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Market Data

Market Cap (INR) 215bn
Market Cap (USD) 2,595mn
Bloomberg Code SUNTV IN
Reuters Code SUTV.BO
52-week Range (INR) 569 /394
Free Float (%) 21.0
ADTV-3M (mn) (USD) 5.7
Price Performance (%) 3m 6m 12m
Absolute 25.0 198 186
Relative to Sensex 6.5 87 116
ESG Disclosure 2021 2022 Change
ESG score 32.2 32.7 0.5
Environment - - -
Social 17.9 195 1.6
Governance 78.6 78.6 -

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: Bloomberg, I-sec research

Earnings Revisions (%) FY24E FY25E
Revenue 53 5.7
EBITDA 5.3 6.2
EPS 5.3) 6.3
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Valuation

We believe green shoots in advertising and robust growth in subscription revenues
should lead to rerating of the stock. We have increased our EPS estimates by
5.3%/6.3% for FY24E/25E, respectively. Maintain BUY on the stock with a revised target
price of INR 650 (from INR 551) valuing it at ~12x 1-year forward P/E multiple as we
roll forward by 6 months. Key risks: Slower than-expected recovery in ad-spends in
GEC and slower than-expected growth in subscription revenue.

Q1FY24 review (standalone)

Standalone (in INR mn) Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 QoQ (%) YoY (%) QI1FY24E Diff.
Advertisement 3432 3425 3800 3384 3391 0.2 -1.2 3329 1.9
Subscription 4110 3970 4060 4061 4343 7.0 5.7 4233 2.6
IPL revenue 2430 5 67 370 5130 1286.5 111.1 4010 27.9
Revenue 11939 7964 8575 8135 13178 62.0 10.4 13578 -3.0
Cost of revenue 1519 1475 1604 1501 1834 22.2 20.8 2173 -15.6
Employee Benefit Expenses 685 693 682 687 692 0.7 1.0 815 -15.1
Other cost 2097 549 559 1072 2787 160.1 32.9 2444 14.0
EBITDA 7638 5248 5731 4876 7865 61.3 3.0 8147 -3.5
EBITDA (%) 64.0% 65.9% 66.8% 59.9% 59.7% (20 bps) (430 bps) 60.0% (30 bps)
PAT 4917 4007 4163 3658 5828 59.3 18.5 6141 -5.1
PAT (%) 41.2% 50.3% 48.5% 45.0% 44.2% (80 bps) 300 bps 45.2% (100 bps)
Source: I-Sec research, Company data
Q1FY24 review (consolidated)
Consolidated (in INR mn) Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 QoQ (%) YoY (%) QI1FY24E Diff.
Revenue 12191 8257 8869 8404 13492 60.6 10.7 13860 -2.7
Cost of revenue 1574 1537 1654 1559 1911 22.6 21.4 2218 -13.8
Employee Benefit Expenses 761 769 763 760 783 3.0 29 832 -5.9
Other cost 2124 575 609 1107 2824 155.2 33.0 2556 10.5
EBITDA 7733 5375 5843 4978 7975 60.2 3.1 8254 -3.4
EBITDA (%) 63.4% 65.1% 65.9% 59.2% 59.1% (10 bps) (430 bps) 59.6% (50 bps)
PAT after minority interest 4941 4075 4252 3806 5922 55.6 19.9 6272 -5.6
PAT (%) 40.5% 49.4% 47.9% 45.3% 43.9% (140 bps) 340 bps 45.2% (130 bps)
Source: |-Sec research, Company data
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Financial Summary

Profit & Loss

(Rs mn, year ending March)

FY22A FY23A FY24E FY25E
Net Sales 35,848 37,720 43,255 46,145
Operating Expenses 12,973 13,791 15,814 16,709
EBITDA 22,875 23,930 27,441 29,436
EBITDA Margin (%) 63.8 63.4 63.4 63.8
Depreciation & Amortization 3,061 4,860 5,573 5,945
EBIT 19,814 19,070 21,868 23,491
Interest expenditure 333 94 108 115
Other Non-operating 2560 3771 4324 4613
Income
Recurring PBT 22,041 22,746 26,084 27,988
Profit / (Loss) from
Associates (42) (64) ®7) 35
Less: Taxes 5,635 5,713 6,551 7,029
PAT 16,506 17,034 19,533 20,959
Less: Minority Interest 3 2 1 5
Extraordinaries (Net) - - -
Net Income (Reported) 16,465 16,969 19,446 20,994
Net Income (Adjusted) 16,461 16,967 19,445 20,989
Source Company data, I-Sec research
Balance sheet
(Rs mn, year ending March)
FY22A FY23A FY24E FY25E
Total Current Assets 52,849 59,509 72,528 85,837
of which cash & cash eqv. 11,375 5,986 16,472 28,458
Toto! (;urrent Liabilities & 6.653 8.236 9.443 10,074
Provisions
Net Current Assets 46,196 51,273 63,085 75,763
Investments 4,265 4,299 4,299 4,299
Net Fixed Assets 12,235 9,113 11,388 12,415
ROU Assets 832 511 511 511
Capital Work-in-Progress 2,441 1,313 - -
Total Intangible Assets 4514 7,366 7,366 7,366
Other assets 11,846 19,371 19,371 19,371
Deferred Tax assests - - - -
Total Assets 82,328 93,245 1,06,019 1,19,724
Liabilities
Borrowings - - - -
Deferred Tax Liability - - - -
provisions - - - -
other Liabilities 725 474 474 474
Equity Share Capital 1,970 1,970 1,970 1,970
Reserves & Surplus 79,582 90,746 1,03,519 1,17,224
Total Net Worth 81,552 92,716 1,05,490 1,19,195
Minority Interest 51 56 56 56
Total Liabilities 82,328 93,245 1,06,019 1,19,724
Source Company data, I-Sec research
Quarterly trend
(INR mn, year ending March)
Sep-22 Dec-22  Mar-23 Jun-23
Net Sales 8,257 8,869 8,404 13,492
% growth (YOY) (3) (16) (2) (12)
EBITDA 5,375 5,843 4,978 7,975
Margin % 65 66 59 59
Other Income 894 980 858 1,209
Net Profit 4,075 4,252 3,806 5,922

Cashflow statement

(Rs mn, year ending March)

FY22A FY23A FY24E FY25E
Operating Cashflow 16,337 20,955 19,397 21,569
Working Capital Changes (548) 2,550 (1,385) (723)
Capital Commitments (11,297) (3,201) (6,536) (6,972)
Free Cashflow 5,040 17,755 12,861 14,596
Other investing cashflow 1,028 (12,338) 4,391 4,671
Cashflow from Investing
Activities (10,269) (15,539) (2,145) (2,302)
Issue of Share Capital - - - -
Interest Cost - - - -
Inc (Dec) in Borrowings - - - -
Dividend paid (5,419) (5,922) (6,789) (7,284)
Others (609) (384) - -
Cash flow from Financing (6.027) (6.306) (6.789) (7.284)
Activities ! ' ' '
Chg. in Cash & Bank 40 (890) 10,463 11,983
balance
Closing cash & balance 2,198 1,298 11,784 23,769

Source Company data, I-Sec research
Key ratios
(Year ending March)

FY22A FY23A FY24E FY25E
Per Share Data (INR)
Reported EPS 41.9 43.2 49.6 53.2
Adjusted EPS (Diluted) 41.9 43.2 49.6 53.2
Cash EPS 49.5 55.4 63.5 68.3
Book Value per share (BV) 206.9 235.3 267.7 302.4
Growth (%)
Net Sales 12.8 5.2 14.7 6.7
EBITDA 104 4.6 14.7 7.3
EPS (INR) 7.8 3.2 147 7.3
Valuation Ratios (x)
P/E 13.0 12.6 11.0 10.2
P/CEPS 11.0 9.8 8.6 8.0
P/BV 2.6 23 2.0 1.8
EV/EBITDA 8.7 8.5 7.1 6.2
P/ Sales 6.0 5.7 5.0 4.7
Operating Ratios
Gross Profit Margins (%) 1.0 1.0 1.0 1.0
EBITDA Margins (%) 63.8 63.4 63.4 63.8
Effective Tax Rate (%) 0.3 0.3 0.3 0.3
Net Profit Margins (%) 0.5 0.5 0.5 0.5
NWC / Total Assets (%) - - - -
Net Debt / Equity (x) - - - -
Net Debt / EBITDA (x) 26.7 19.1 18.9 20.1
Profitability Ratios
RoCE (%) 255 211 22.3 23.4
RoE (%) 20.1 18.4 18.5 17.6
RolC (%) 29.3 26.1 26.3 24.9
Inventory Turnover Days 158 146 152 147
Receivables Days 149 143 143 143
Payables Days 22 24 24 24

Source Company data, I-Sec research

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return
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also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months
and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:
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7100. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager, Research Analyst and Alternative Investment Fund. ICICI
Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence.
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and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies
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Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional Research.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Retail Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal, Contact number: 022-40701000, E-mail Address : complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122

India | Equity Research


mailto:complianceofficer@icicisecurities.com
mailto:headservicequality@icicidirect.com
mailto:headservicequality@icicidirect.com

