
 

 

 

 
JM Financial Institutional Securities Limited  

JM Financial Research is also available on: 
Bloomberg - JMFR <GO>, 

Thomson Publisher & Reuters 
S&P Capital IQ and FactSet 
 

Please see Appendix I at the end of this 
report for Important Disclosures and 
Disclaimers and Research Analyst 
Certification. 

Siti stock has declined 38% since we initiated with a Sell nine months ago. We lower our TP 

to INR 16 (Jun-19) from INR 19 (Mar-19), noting poor growth outlook for broadband, but 

upgrade Siti to a Hold, based on: (1) in-line, 52% EBITDA growth in FY18, albeit off a low 

base; (2) sustainable turnaround in video/cable business, driven by improving monetisation 

[subscription revenue up 41% yoy in FY18], moderation in content cost growth [c.16% vs. 

41% in FY17], and optimisation in non-content opex or NCO; (3) a modest 3-4% upside 

potential on TP; and (4) reasonable valuations—just under 7x EV/EBITDA on FY20 forecasts. 

Last month, Madras High Court upheld TRAI’s TV tariff order [TTO]. Notwithstanding further 

court delays (Tata Sky, Airtel have challenged the TTO in Delhi HC), we see limited upside 

potential from any future implementation as: (1) 15% cap on bouquet discount has not been 

upheld—may result in TTO dilution; (2) real bottleneck is/remains getting a higher/fair share 

of customer ARPU from LCOs; and (3) our forecasts already bake-in a significant growth in 

net video ARPUs (i.e. net of content and carriage)—we forecast Siti’s net ARPU to increase 

from INR 42/month in FY18, to INR 50/55 in FY20/22. The only material TTO upside could be 

front-loading of ARPU growth for the MSOs. Downside risk to our Siti TP is higher capex. We 

believe the company needs to focus on minimising video capex and boosting BB investments 

with renewed focus, or pursue M&A opportunities to create LT shareholder value. 

 Video—sustainable margin repair; phase III and IV markets still under-monetised: FY18 

marked a major turning point for Siti, as video subscription gross margin [SGM] expanded 

to 27% from 11% in FY17; video subscription revenue [VSR] growth accelerated to 41% 

yoy from 29%, whereas growth in content cost [or pay channel cost] slowed to 15.5% 

from 41% in FY17. In fact, even NCC growth [PC cost less C&P revenue] was lower than 

VSR growth; thus, NCC was 35.3% of VSR in FY18, down from 36.4% in FY17. We 

forecast SGM expansion to continue, and peak-out at 38-39% in FY20. Growth in NCO 

was 6.4% yoy in FY18, and we expect it would continue to lag revenue growth over the 

next couple of years, thanks to on-going efforts of Siti to reduce and optimise the costs. 

 Broadband—weak growth outlook; cutting forecasts: BB revenues had doubled yoy in 

FY17, but growth was merely 4% in FY18, driven by ARPU-erosion (Jio 4G launch, rising 

competition). Growth outlook is weak in our view, given challenges on all major fronts—

strategy, execution, competition and funding. We forecast BB revenues to be stagnant in 

FY19 and FY20, compared to our previous forecast of 20% CAGR. BB revenues of INR 

1.0bn in FY18 were based on an average of 176K active subs during the year [250K gross 

EOP subs] and ARPU of INR 478 [exit quarter ARPU was INR 460]. 

 Key forecasts and revisions: We see two more years of super-normal growth in video 

business, driven by c.26% CAGR in VSR and 14.5% CAGR in PC cost over FY19/FY20. 

Monetisation or ARPU (based on active digital subs) in Phase I/II/II/IV is likely to reach INR 

115/95/80/65 in FY20 from 105/85/57/43 in 4QFY18, resulting in monthly blended ARPU 

of around INR 77-78 in FY20, up from INR 65 in FY18.  

 Siti Networks—key consolidated financials (IND AS) Exhibit 1.

INR mn, FY-end March FY17 FY18 FY19E FY20E FY21E 

Revenues 11,949  14,104  16,257  18,322  19,621  

Revenue growth (%) 4.3  18.0  15.3  12.7  7.1  

EBITDA 2,028  3,085  4,103  4,799  5,097  

EBITDA margin (%) 17.0  21.9  25.2  26.2  26.0  

EBITDA (ex-activation) 327  1,347  2,507  3,718  4,077  

Adj. EBITDA margin (%) 3.2  10.9  17.1  21.6  21.9  

EBITDA growth (%) (18) 52  33  17  6  

EBIT (331) (106) 639  1,372  1,838  

Adj. PAT (1,683) (1,775) (1,087) (623) (118) 

EV/EBITDA (x) 14.3  9.4  7.5  6.85  6.6  

U-FCFF yield (%) (16.6) (0.1) (1.3) 3.3  8.1  

RoAIC (%) (2.0) (0.6) 3.0  5.9  7.8  

Source: Company, JM Financial.    
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Recommendation and Price Target 

Current Reco. HOLD 

Previous Reco. SELL  

Current Price Target (12M) 16.0 

Upside/(Downside) 3.2% 
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Change -15.8% 

 

Key Data – SITINET IN  

Current Market Price INR15.5 

Market cap (bn) INR13.5/US$0.2 

Free Float 26.55% 

Shares in issue (mn) 872.1 

Diluted share (mn) 872.7 

3-mon avg daily val (mn) INR3.6/US$0.1 

52-week range 32/10 

Sensex/Nifty 35,600/10,808 

INR/US$ 67.6  

 

Price Performance 
% 1M 6M 12M 

Absolute -6.1 -40.3 -47.8 

Relative* -6.2 -44.5 -54.4 

* To the BSE Sensex 
 

 

Siti Networks Ltd | HOLD 

15 June 2018 India | Media | Company Update 

Video has turned, but broadband is in doldrums—upgrade to Hold 



Siti Networks Ltd  15 June 2018 

JM Financial Institutional Securities Limited Page 2 

Key forecasts and revisions (continued): We have raised FY19E/20E adjusted EBITDA by 

11%/7%, but reduced the longer-term forecasts, incorporating a much weaker BB 

growth outlook. We forecast Siti’s EBITDA to grow 33%/17% yoy in FY19/20, and 

adjusted EBITDA [ex activation] to grow 86%/48%. EBIT is likely to turn positive in FY19, 

but PAT losses would continue for another 2-3 years. We model INR 3.1bn of capex for 

FY19, driven by cable [2.75mn STB seedings]. Net debt was INR 13.3bn as of end-FY18 

(almost same as Siti’s current market-cap), and we forecast ND to increase in FY19, and 

peak at around INR 15.0bn by Mar-20 [3.1x ND to trailing EBITDA]. 

 

 Siti Networks—consolidated DCF summary Exhibit 2.
INR mn, year-end March 

             FY16 FY17 FY18 FY19E FY20E FY21E FY22E FY23E FY24E FY25E FY26E 

Key assumptions (%) 

           Revenue growth 26.5 4.3 18.0 15.3 12.7 7.1 3.8 4.5 4.5 4.4 4.4 

EBITDA growth 79 (18) 52 33 17 6.2 (0.4) 3.7 4.6 5.1 4.7 

Adj. EBITDA growth ex-activation 25 (65) 312 86 48 9.7 2.2 3.8 4.8 5.7 5.3 

EBITDA margin 21.5 17.0 21.9 25.2 26.2 26.0 24.9 24.7 24.7 24.9 25.0 

FCF growth 32 132 (104) (133) (2,027) 111 8 0 (6) (4) 2 

FCF margin (19) (43) 2 (0) 7 15 15 15 13 12 12 

FCFF as % of EBITDA (89) (250) 7 (2) 28 56 61 59 53 48 47 

RoAIC 7 (2) (1) 3 6 8 9 11 14 16 19 

DCF 

           EBIT X (1-tax rate) 889 (331) (106) 543 1,098 1,379 1,448 1,580 1,788 1,948 2,169 

Depreciation & Amortization 1,655 2,412 3,262 3,539 3,504 3,339 3,227 3,089 2,941 2,876 2,808 

Change in net working capital 4,679 (2,616) 1,102 (1,016) (1,559) (161) 90 302 260 135 129 

Operating FCF 7,222 (535) 4,257 3,066 3,043 4,556 4,765 4,972 4,989 4,959 5,106 

Capex (9,414) (4,544) (4,045) (3,137) (1,680) (1,680) (1,671) (1,868) (2,079) (2,171) (2,267) 

Free cash flows [FCFF] (2,192) (5,079) 212 (71) 1,363 2,876 3,094 3,104 2,910 2,787 2,839 

            

    

Sensitivity of Jun-19E DCF value to WACC, Terminal Growth 

  DCF for SITI Networks Jun-19E 

   

WACC (%) 

  WACC (%) 11.5  

  

16 10.5 11.0 11.5 12.0 12.5 

  Terminal growth (%) 4.5  

  

3.5 18 15 13 11 9 

  Implied Exit EV/FCF multiple (X) 14.3  

  

4.0 20 17 14 12 10 

  Implied Exit EV/EBITDA multiple (X) 6.7  

  

4.5 22 19 16 14 11 

  PV of cash flows (2019E-2026E) 12,572  

  

5.0 25 21 18 15 13 

  PV of Terminal value 20,312  

  

5.5 28 24 20 17 14 

  Gross Enterprise Value (GEV) 32,884  

          Terminal value as % of EV 62  

  

Sensitivity of EV/EBITDA multiple to WACC, Terminal growth 

  Less: Effective net debt/(cash) 14,931  

   

WACC (%) 

  Value attributed to minority interest 3,996  

  

7 10.5 11.0 11.5 12.0 12.5 

  Equity value (INR mn) 13,957  

  

3.5 6.7 6.3 5.9 5.5 5.2 

  Equity value (USD mn) 205  

  

4.0 7.2 6.7 6.3 5.9 5.5 

  Number of shares (mn) 872  

  

4.5 7.8 7.2 6.7 6.3 5.9 

  DCF equity value (INR/share) 16.0  

  

5.0 8.5 7.8 7.2 6.7 6.3 

  Jun-19E TP (INR/share) 16  

  

5.5 9.4 8.5 7.8 7.2 6.7 

  Source: Company, JM Financial. 

 

 Siti Networks—net video ARPU based on active digital subs Exhibit 3.
INR per sub per month             

  FY17 FY18 FY19E FY20E FY21E FY22E 

Video ARPU 55  65  68  77  84  88  

Less: PC cost 49  48  45  47  51  54  

C&P ARPU 29  25  21  20  20  21  

Video ARPU (net of content, C&P) 34.8  42.1  44.0  50.1  53.2  54.7  

Source: Company, JM Financial. 
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 Siti Networks—key assumptions and forecasts Exhibit 4.

  FY17 FY18 FY19E FY20E FY21E FY22E FY23E 

Video segment               

Video universe (mn) 13.2  13.2  15.8  16.6  17.1  17.3  17.6  

Digital subs incl. inactive (mn) 10.0  13.1  15.8  16.6  17.1  17.3  17.6  

Digitised base (%) 76  99  100  100  100  100  100  

Effective video subscription ARPU (INR) 37  50  58  65  68  70  73  

ARPU growth (%) 15  35  16  11  6  3  3  

Active STBs (mn) 9.0  11.5  13.5  13.7  13.8  13.8  13.8  

Video ARPU on active subs (INR/month) 55  65  68  77  84  88  93  

C&P revenue per sub (INR/month) 20  19  18  17  16  16  17  

Activation fee per STB (INR) 875  771  561  593  768  893  919  

Video subscription gross margin (%) 11  27  34  39  39  39  38  

Pay channel cost per sub (INR/month) 33  37  39  39  41  43  45  

Net content cost per sub (INR/month) 14  18  21  23  25  27  28  

Net Video ARPU (INR/month) 24  32.7  37.8  42  43  44  44  

Bad debt expense-to-video revenues (%) 3.8  6.9  4.8  4.5  4.1  3.8  3.6  

                

Broadband segment               

Homes passed (mn) 1.6  1.7  1.7  1.7  1.8  1.8  1.8  

BB HPs to digital video subs (%) 16  13  11  10  10  10  10  

BB subs incl. inactive ('000) 228  250  260  270  280  290  300  

Home pass penetration (%) 14.2  14.9  15.3  15.5  15.8  16.0  16.3  

Gross ARPU (INR/month) 448  351  320  322  325  328  333  

ARPU growth (%) 12  (22) (9) 1  1  1  1  

                

Revenue growth (%)               

 Video subscription (net of LCO share)  29  41  27  24  10  5  5  

 C&P income  23  1  4  2  2  2  2  

 Broadband subscription   99  4  (3) 5  5  5  5  

                

Other forecasts               

Share of BB in adjusted revenues (%) 9  8  7  6  6  6  6  

Growth in pay channel costs (%) 41  16  15  14  9  7  6  

Growth in net content cost (%) 81  36  27  24  14  9  8  

Growth in non content opex (%) (10) 6.4  5  8  5  4  3  

Content cost-to-revenue (%) 42  42  41  42  43  44  44  

NCO-to-revenue (%) 41  37  33  32  31  31  31  

EBITDA margin (%) 17.0  21.9  25.2  26.2  26.0  24.9  24.7  

Adjusted EBITDA margin (%) 3.2  10.9  17.1  21.6  21.9  21.4  21.3  

Capex-to-revenue (%) 38.0  28.7  19.3  9.2  8.6  8.2  8.8  

Source: Company, JM Financial. 
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 Siti Networks—growth in pay channel cost unlikely to exceed 15% Exhibit 5.

 
Source: Company, JM Financial. 

 

 Siti Networks—video subscription margin turned around in FY18 Exhibit 6.

 
Source: Company, JM Financial. 

 

 Siti Networks—net content cost per active digital subscriber Exhibit 7.

 

Source: Company, JM Financial. 
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 Siti Networks—phase wise ARPU based on active STBs (INR/month) Exhibit 8.

 
Source: Company, JM Financial. 

 

 Siti Networks—phase wise ARPU growth (%, YoY) Exhibit 9.

 
Source: Company, JM Financial. 

 

 Siti Networks—leverage ratio headed down, interest coverage up Exhibit 10.

 

Source: Company, JM Financial. 
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 Siti Networks profit and loss statement—losses to decline but PAT break-even only towards end of FY21 Exhibit 11.

Year-end March, INR mn 

       

CAGR (%) 

 

FY17 FY18 FY19E FY20E FY21E FY22E 

 

FY18-21E 

 CATV subscription  5,858 7,997 10,171 12,613 13,828 14,546 

 

20 

 Carriage & Placement  3,001 3,034 3,150 3,229 3,309 3,392 

 

3 

 Broadband subscription  969 1,007 980 1,024 1,073 1,123 

 

2 

 Activation  1,701 1,739 1,596 1,081 1,020 908 

 

(16) 

 Other revenues  421 328 360 375 390 405 

 

6 

Revenues 11,949 14,104 16,257 18,322 19,621 20,374 

 

12 

Revenue (ex-activation) 10,248 12,366 14,661 17,241 18,601 19,467 

 

15 

Pay channel cost (5,070) (5,857) (6,736) (7,681) (8,371) (8,920) 

 

13 

Employee costs (833) (905) (851) (863) (930) (988) 

 

1 

SG&A & other opex (4,018) (4,257) (4,567) (4,979) (5,223) (5,391) 

 

7 

Total operating costs (9,921) (11,019) (12,154) (13,523) (14,524) (15,299) 

 

10 

EBITDA 2,028 3,085 4,103 4,799 5,097 5,075 

 

18 

EBITDA margin (%) 17.0 21.9 25.2 26.2 26.0 24.9 

  EBITDA (ex-activation) 327 1,347 2,507 3,718 4,077 4,167 

 

45 

Depreciation & Amortisation (2,412) (3,262) (3,539) (3,504) (3,339) (3,227) 

 

1 

EBIT (384) (176) 564 1,294 1,758 1,848 

 

(315) 

Other income 53 70 75 78 80 82 

 

5 

Finance income 206 90 70 60 58 76 

 

(13) 

Finance cost (1,274) (1,395) (1,564) (1,600) (1,525) (1,375) 

 

3 

PBT (1,399) (1,412) (855) (168) 372 631 

 

(164) 

Share of JV/associate profits 2 (6) 0 0 0 0 

  Exceptional & prior period items (202) (163) 0 0 0 0 

  Total tax (193) (118) (32) (245) (269) (296) 

  Minority Interest (93) (240) (200) (210) (220) (230) 

  Reported PAT (1,885) (1,939) (1,087) (623) (118) 105 

 

(61) 

Adjusted net profit (1,683) (1,775) (1,087) (623) (118) 105 

  Cash profit 909 1,777 2,482 3,091 3,441 3,561 

  

         Shares outstanding (mn) 833 872 872 873 873 873 

  EPS (INR) (2.0) (2.0) (1.2) (0.7) (0.1) 0.1 

 

(60) 

         Growth rates (%) 

        Revenue 4 18 15 13 7 4 

  EBITDA (18) 52 33 17 6 (0) 

  Revenue (ex-activation) 3 21 19 18 8 5 

  EBITDA (ex-activation) (65) 312 86 48 10 2 

  

         Cost-to-revenue ratio (%) 

        Pay channel cost 42 42 41 42 43 44 

  Employee costs 7 6 5 5 5 5 

  SG&A & other opex 34 30 28 27 27 26 

    

        Margins (%) 

        EBITDA margin 17 22 25 26 26 25 

  EBITDA (ex-activation) 3 11 17 22 22 21 

  EBIT (3) (1) 3 7 9 9 

  Net profits (14) (13) (7) (3) (1) 1 

  Source: Company, JM Financial. 
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 Siti Networks—balance sheet Exhibit 12.

Year-end March, INR mn FY17 FY18 FY19E FY20E FY21E FY22E 

Equity 

       Share capital  873  873  873  873  873  873  

 Reserves & surplus  4,501  2,557  1,470  847  730  834  

Total equity 5,373  3,430  2,343  1,720  1,602  1,707  

Minority Interest 920  1,160  1,360  1,570  1,790  2,020  

Deferred Tax Liability 120  124  124  124  124  124  

Total debt 13,725  14,521  16,000  16,000  14,500  13,000  

Total capital 20,139  19,235  19,827  19,415  18,017  16,851  

       Assets 

      Cash & cash equivalents 1,795  1,261  1,069  921  1,020  1,501  

Inventories 93  145  153  160  168  177  

Trade Receivables 3,631  3,688  4,231  4,518  4,838  5,024  

Other Current assets 3,474  3,131  3,225  3,334  3,446  3,562  

Total Current assets (ex-cash) 7,199  6,964  7,609  8,012  8,452  8,763  

Currrent liabilities and provisions 11,259  11,667  11,296  10,140  10,420  10,820  

Net Current Assets (ex-cash) (4,060) (4,703) (3,688) (2,128) (1,967) (2,058) 

Net fixed assets 20,823  21,297  20,895  19,071  17,413  15,857  

Long term investments 47  47  47  47  47  47  

Goodwill on consolidation 583  540  540  540  540  540  

Other non-current assets 945  783  783  783  783  783  

Deferred tax assets 6  10  180  180  180  180  

Total assets 20,139  19,235  19,827  19,415  18,017  16,851  

              

Gearing and profitability ratios (%) 

      Net worth 5,373  3,430  2,343  1,720  1,602  1,707  

Invested capital  18,224  17,850  18,634  18,370  16,872  15,226  

Net debt/(cash) 11,931  13,260  14,931  15,079  13,480  11,499  

Debt/Equity 255  423  683  930  905  762  

Net-debt/Equity 190  289  403  458  397  309  

Net-debt/capital 65  74  80  82  80  76  

Net-debt/EBITDA (x) 5.9 4.3 3.6 3.1 2.6 2.3 

Interest coverage (x) 1.9 2.4 2.8 3.2 3.5 4.0 

RoE (31) (52) (46) (36) (7) 6  

RoAE (30) (40) (38) (31) (7) 6  

RoACE (1.7) (0.5) 2.8 5.6 7.4 8.3 

RoAIC (2.0) (0.6) 3.0 5.9 7.8 9.0 

Source: Company, JM Financial. 
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 Siti Networks—cash flow statement Exhibit 13.

Year-end March, INR mn             

 

FY17 FY18 FY19E FY20E FY21E FY22E 

Profit before tax (1,600) (1,412) (855) (168) 372  631  

Depreciation & amortisation 2,412  3,262  3,539  3,504  3,339  3,227  

Interest Income (80) (90) (70) (60) (58) (76) 

Interest expense 949  1,395  1,564  1,600  1,525  1,375  

Interest paid (1,004) (1,395) (1,564) (1,600) (1,525) (1,375) 

Profit on sale of fixed assets/investments 0  0  0  0  0  0  

Other non-cash items 629  (163) 0  0  0  0  

Taxes paid 25  (73) (202) (245) (269) (296) 

Working capital changes (2,616) 1,102  (1,016) (1,559) (161) 90  

CF from operations (1,284) 2,626  1,396  1,472  3,222  3,576  

              

Purchase of Fixed assets (4,544) (4,045) (3,137) (1,680) (1,680) (1,671) 

Proceeds from sale of PP&E 0  0  0  0  0  0  

Other investments, JV, minorities (100) 88  0  0  0  0  

Interest/dividend received 49  90  70  60  58  76  

CF from investments (4,595) (3,867) (3,067) (1,621) (1,622) (1,595) 

              

Net proceeds from issue of equity 1,548  0  0  0  0  0  

Net proceeds from borrowings 2,360  796  1,479  0  (1,500) (1,500) 

CF from financing 3,908  796  1,479  0  (1,500) (1,500) 

              

              

Net change in cash balance (1,972) (446) (192) (148) 100  481  

Opening Cash 3,678  1,707  1,261  1,069  921  1,020  

Closing cash balance 1,707  1,261  1,069  921  1,020  1,501  

Source: Company, JM Financial. 
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Financial Tables (Consolidated) 

Income Statement   (INR mn) 

Y/E March FY17A FY18A FY19E FY20E FY21E 

Net Sales 11,949 14,104 16,257 18,322 19,621 

Sales Growth 4.3% 18.0% 15.3% 12.7% 7.1% 

Other Operating Income 0 0 0 0 0 

Total Revenue 11,949 14,104 16,257 18,322 19,621 

Cost of Goods Sold/Op. Exp 5,971 6,379 7,406 8,405 9,144 

Personnel Cost 833 905 851 863 930 

Other Expenses 3,117 3,735 3,897 4,255 4,449 

EBITDA 2,028 3,085 4,103 4,799 5,097 

EBITDA Margin 17.0% 21.9% 25.2% 26.2% 26.0% 

EBITDA Growth -17.5% 52.1% 33.0% 17.0% 6.2% 

Depn. & Amort. 2,412 3,262 3,539 3,504 3,339 

EBIT -384 -176 564 1,294 1,758 

Other Income 259 160 145 138 138 

Finance Cost 1,274 1,395 1,564 1,600 1,525 

PBT before Excep. & Forex -1,399 -1,412 -855 -168 372 

Excep. & Forex Inc./Loss(-) 0 0 0 0 0 

PBT -1,399 -1,412 -855 -168 372 

Taxes 193 118 32 245 269 

Extraordinary Inc./Loss(-) -202 -163 0 0 0 

Assoc. Profit/Min. Int.(-) 95 234 200 210 220 

Reported Net Profit -1,885 -1,939 -1,087 -623 -118 

Adjusted Net Profit -1,683 -1,775 -1,087 -623 -118 

Net Margin -14.1% -12.6% -6.7% -3.4% -0.6% 

Diluted Share Cap. (mn) 872.1 872.1 872.7 872.7 872.7 

Diluted EPS (INR) -1.9 -2.0 -1.2 -0.7 -0.1 

Diluted EPS Growth 0.0% 0.0% 0.0% 0.0% 0.0% 

Total Dividend + Tax  0    0   0   0    0 

Dividend Per Share (INR)   0.0   0.0   0.0     0.0   0.0 

 Source: Company, JM Financial 

Cash Flow Statement                                                     (INR mn) 

Y/E March FY17A FY18A FY19E FY20E FY21E 

Profit before Tax -1,600 -1,412 -855 -168 372 

Depn. & Amort. 2,412 3,262 3,539 3,504 3,339 

Net Interest Exp. / Inc. (-) 869 1,306 1,494 1,540 1,467 

Inc (-) / Dec in WCap. -2,616 1,102 -1,016 -1,559 -161 

Others 629 -163 0 0 0 

Taxes Paid 25 -73 -202 -245 -269 

Operating Cash Flow -280 4,021 2,960 3,072 4,747 

Capex -4,544 -4,045 -3,137 -1,680 -1,680 

Free Cash Flow -4,824 -24 -177 1,392 3,066 

Inc (-) / Dec in Investments -100 88 0 0 0 

Others  49 90 70 60 58 

Investing Cash Flow -4,595 -3,867 -3,067 -1,621 -1,622 

Inc / Dec (-) in Capital 1,548 0 0 0 0 

Dividend + Tax thereon 0 0 0 0 0 

Inc / Dec (-) in Loans 2,360 796 1,479 0 -1,500 

Others -1,004 -1,395 -1,564 -1,600 -1,525 

Financing Cash Flow 2,904 -600 -85 -1,600 -3,025 

Inc / Dec (-) in Cash   -1,972   -446  -192   -148   100 

Opening Cash Balance   3,678  1,707   1,261    1,069   921 

Closing Cash Balance     1,707   1,261   1,069   921   1,020 

 Source: Company, JM Financial 

 

Balance Sheet  (INR mn) 

Y/E March FY17A FY18A FY19E FY20E FY21E 

Shareholders’ Fund 5,373 3,430 2,343 1,720 1,602 

   Share Capital 873 873 873 873 873 

   Reserves & Surplus 4,501 2,557 1,470 847 730 

Preference Share Capital  0 0 0 0 0 

Minority Interest 920 1,160 1,360 1,570 1,790 

Total Loans 13,725 14,521 16,000 16,000 14,500 

Def. Tax Liab. / Assets (-) 114 114 -56 -56 -56 

Total - Equity & Liab. 20,133 19,225 19,647 19,234 17,836 

Net Fixed Assets 20,823 21,297 20,895 19,071 17,413 

   Gross Fixed Assets 21,738 27,536 30,090 31,300 32,228 

   Intangible Assets 3,721 4,309 4,759 5,159 5,509 

   Less: Depn. & Amort. 8,928 12,081 15,454 18,588 21,324 

   Capital WIP 4,292 1,532 1,500 1,200 1,000 

Investments 135 47 47 47 47 

Current Assets 10,433 9,548 10,001 10,256 10,796 

   Inventories 93 145 153 160 168 

   Sundry Debtors 3,631 3,688 4,231 4,518 4,838 

   Cash & Bank Balances 1,707 1,261 1,069 921 1,020 

   Loans & Advances 2,848 2,500 2,625 2,734 2,846 

  Other Current Assets 2,154 1,955 1,923 1,923 1,923 

Current Liab. & Prov. 11,259 11,667 11,296 10,140 10,420 

   Current Liabilities 4,087 5,256 5,161 5,557 5,969 

   Provisions & Others 7,171 6,411 6,135 4,583 4,451 

Net Current Assets -826 -2,119 -1,295 116 377 

Total – Assets 20,133 19,225 19,647 19,234 17,836 

 Source: Company, JM Financial 

 

 

Du-pont Analysis                                                    

Y/E March FY17A FY18A FY19E FY20E FY21E 

Net Margin -14.1% -12.6% -6.7% -3.4% -0.6% 

Asset Turnover (x) 0.6 0.7 0.8 0.9 1.0 

Leverage Factor (x) 3.4 4.5 6.8 9.7 11.3 

RoE -30.4% -40.3% -37.7% -30.7% -7.1% 
 

Key Ratios                                                      

Y/E March FY17A FY18A FY19E FY20E FY21E 

BV/Share (INR) 6.4 3.9 2.7 2.0 1.8 

ROIC -2.0% -0.6% 3.0% 5.9% 7.8% 

ROE -30.4% -40.3% -37.7% -30.7% -7.1% 

Net Debt/Equity (x) 2.2 3.9 6.4 8.8 8.4 

P/E (x) -8.3 -7.9 -12.8 -22.4 -118.4 

P/B (x) 2.5 4.1 6.0 8.1 8.7 

EV/EBITDA (x) 13.2 9.2 7.4 6.4 5.7 

EV/Sales (x) 2.2 2.0 1.9 1.7 1.5 

Debtor days 111 95 95 90 90 

Inventory days 3 4 3 3 3 

Creditor days 150 174 155 150 150 

Source: Company, JM Financial 
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History of Earnings Estimate and Target Price  

Date Recommendation Target Price % Chg. 

7-Nov-17 Sell 20   

30-Jan-18 Sell 19 -5.4 

18-May-18 Sell 19 0.0 
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APPENDIX I 

JM Financial Inst itut ional Secur it ies Limited  
( fo rmer l y  known as  JM F inanc ia l  Secur i t i e s  L im i ted)  

Corporate Identity Number: U67100MH2017PLC296081 
Member of BSE Ltd., National Stock Exchange of India Ltd. and Metropolitan Stock Exchange of India Ltd. 

SEBI Registration Nos.: Stock Broker - INZ000163434, Research Analyst – INH000000610 
Registered Office: 7th Floor, Cnergy, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India. 

Board: +9122 6630 3030 | Fax: +91 22 6630 3488 | Email: jmfinancial.research@jmfl.com | www.jmfl.com 

Compliance Officer: Mr. Sunny Shah | Tel: +91 22 6630 3383 | Email: sunny.shah@jmfl.com 

 

Definition of ratings 

Rating Meaning 

Buy Total expected returns of more than 15%. Total expected return includes dividend yields. 

Hold Price expected to move in the range of 10% downside to 15% upside from the current market price. 

Sell Price expected to move downwards by more than 10% 

 
Research Analyst(s) Certification 
 
The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: 
 
All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and  
 
No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research 
report. 
 
Important Disclosures 
 
This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the 

company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select 

recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written 

consent of JM Financial Institutional Securities. This report has been prepared independent of the companies covered herein.  

JM Financial Institutional Securities is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst and a Stock Broker having trading 

memberships of the BSE Ltd. (BSE), National Stock Exchange of India Ltd. (NSE) and Metropolitan Stock Exchange of India Ltd. (MSEI). No material disciplinary 

action has been taken by SEBI against JM Financial Institutional Securities in the past two financial years which may impact the investment decision making of 

the investor.  

JM Financial Institutional Securities renders stock broking services primarily to institutional investors and provides the research services to its institutional 

clients/investors. JM Financial Institutional Securities and its associates are part of a multi-service, integrated investment banking, investment management, 

brokerage and financing group. JM Financial Institutional Securities and/or its associates might have provided or may provide services in respect of managing 

offerings of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory services to the company(ies) 

covered herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from 

the company(ies) mentioned in this report for rendering any of the above services.  

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or 

sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other 

compensation or act as a market maker in the financial instruments of the company(ies) covered under this report or (c) act as an advisor or lender/borrower to, 

or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged 

in, it may have potential conflict of interest at the time of publication of this report on the subject company(ies). 

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or 

more securities of the company(ies) covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014. 

The Research Analyst(s) principally responsible for the preparation of this research report and members of their household are  prohibited from buying or selling 

debt or equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report. 

The Research Analyst(s) principally responsible for the preparation of this research report or their relatives (as defined under SEBI (Research Analysts) 

Regulations, 2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the 

company(ies) covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the 

time of publication of this report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report. 

While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or 

developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities 

may not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. 

This report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision.  
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The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk 

of any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the 

right to make modifications and alterations to this statement as they may deem fit from time to time. 

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any 

transaction. 

This report is not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country 

or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject JM Financial 

Institutional Securities and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may 

or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform 

themselves of and to observe such restrictions. 

Persons who receive this report from JM Financial Singapore Pte Ltd may contact Mr. Ruchir Jhunjhunwala (ruchir.jhunjhunwala@jmfl.com) on +65 6422 1888  

in respect of any matters arising from, or in connection with, this report. 

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial 

Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the 

United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of 

1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6"). 

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for 

purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in 

Rule 15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report 

and are not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it 

to JM Financial Institutional Securities or to JM Financial Securities. 

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The 

research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered 

broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing 

requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading 

securities held by a research analyst account. 

JM Financial Institutional Securities only accepts orders from major U.S. institutional investors. Pursuant to its agreement with JM Financial Institutional 

Securities, JM Financial Securities effects the transactions for major U.S. institutional investors. Major U.S. institutional investors may place orders with JM 

Financial Institutional Securities directly, or through JM Financial Securities, in the securities discussed in this research report.  

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the 

Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments 

falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii) 

are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are 

outside the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the 

Financial Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be 

communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or 

relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is avai lable only to relevant persons and 

will be engaged in only with relevant persons. 

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of 

the securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities 

or as a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only 

under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under 

applicable securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which 

such offer or sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities 

commission or similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits 

of the securities described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you 

based on your representation that you are  an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a 

“permitted client” as such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations.  Under 

no circumstances is the information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as 

being tailored to the needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their 

affiliates and authorized agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of 

this research report or the information contained herein. 

 


