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Stellar sequential growth yet again

Delivers Rs153mn as net profits

Balaji Telefilms has recorded a stellar sequential growth for yet another quarter. Revenues have spiked 23%
in Q2FY03 to Rs489.6mn, while net profits have grown20.5% to Rs152.8mn. Net profit is marginally better
than our estimated Rs147mn for Q2FY03. However, operating margins have fallen for the first time. They
have contracted to 51% in Q2FY03 from 53.5% in Q1FY03. Balaji’'s operating margins have expanded from
over 15% in FY01 to a peak of 53.5% in Q1FY03 on the back of growing exposure to commissioned
programming and improving realisations therein. The share of commissioned programming currently stands

at 90%.

Currently, no programme accounts for 15% of Balaji's revenues. Programmes older than 18 months are
contributing 42% of television ratings on satellite channels. We see a significant risk to earnings from decline
of viewership in the coming months (like was recently seen in case of Kkusum and Kutumb, both on Sony
TV). However, the company believes that it would be able to maintain its ratings and turn higher realisation
for its older programs by adapting the content to changing viewer taste.

Revenue growth rates would also slow down, as incremental volume growth would not significantly
contribute to topline and increased realisation from existing programmes would be difficult to come by.
Though we don’t see any problems for the company achieving our estimated Rs1.74bn in revenues and
Rs548mn in net profits for the current year, we see growth rates slowing down to less than 20% in FY04 to
Rs2.09bn in revenues and Rs656mn in net profits.

We retain our Market Performer rating on the stock.

Balaji Telefilms Rs Mn
Period/ltem Q1FY03 Q2FY03
Net Sales 397.7 489.6
% Growth QoQ 21.2 23.1
% Growth YoY 68.1 107.3
Total expenditure 184.9 240.3
Chag. in stock (+)/- 7.6 -13.6
Cost of production 155.0 219.5
Staff cost 4.5 4.4
Others 17.9 30.0
Operating profit 212.8 249.3
OPM 53.5 50.9
Other income 0.1 0.2
EBIDTA 213.0 249.6
Interest 0.1 0.1
Depreciation 9.5 9.8
PBT 203.4 239.7
DRE w/off 2.4 2.4
Tax 74.2 84.4
PAT 126.8 152.9
% Growth QoQ 42.0 20.5

Source: Company reports
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Disclaimer :

The information and views presented in this report are prepared by Karvy Stock Broking Limited. The information
contained herein is based on our analysis and up on sources that we consider reliable. We, however, do not vouch for
the accuracy or the completeness thereof. This material is for personal information and we are not responsible for any
loss incurred based upon it.

The investments discussed or recommended in this report may not be suitable for all investors. Investors must make their
own investment decisions based on their specific investment objectives and financial position and using such independent
advice, as they believe necessary. While acting upon any information or analysis mentioned in this report, investors may
please note that neither Karvy nor any person connected with any associated companies of Karvy accepts any liability
arising from the use of this information and views mentioned in this document.

The author, directors and other employees of Karvy and its affiliates may hold long or short positions in the above-
mentioned companies from time to time. Every employee of Karvy and its associated companies are required to disclose
their individual stock holdings and details of trades, if any, that they undertake. The team rendering corporate analysis
and investment recommendations are restricted in purchasing/selling of shares or other securities till such a time this
recommendation has either been displayed or has been forwarded to clients of Karvy. All employees are further restricted
to place orders only through Karvy Stock Broking Ltd.



