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Driving Growth Through Digital Innovation and Legacy Catalog Monetization
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CMP: INR 646
Rating: Buy
Target Price: INR 785

Stock Info

BSE 532375
NSE TIPSINDLTD
Bloomberg TPS:IN
Reuters TIPS.BO
Sector Media & Entertainment

Tips Industries Q3FY25 revenue stood at INR 777 Mn, (+19.81% YoY, down by 3.65%
QoQ) below with our estimate of INR 844 Mn. EBITDA for Q3FY25 was INR 556 Mn,
marking a 28.0% YoY increase and a 6.55% QoQ decrease , Below our estimate of INR
619 Mn. EBITDA margin up by 458 bps YoY and down by 222 bps QoQ to 71.6% in
Q3FY25, below our estimate of 73.4%. PAT for Q3FY25 was INR 442 Mn, representing a
27.62% increase YoY and a 8.17% decrease QoQ, below with our estimate of INR 478
Mn. PAT margin up by 349 bps YoY and down by 280 bps QoQ to 56.9% in Q3FY25,
above our estimate of 56.6%. The content cost for the quarter stood at INR 146 Mn
compared to INR 147 Mn in Q3FY24. TIPS Music Limited has declared a third interim
dividend of INR 3 per equity share for the FY24-25.

Investment Rationale

Expanding Digital Presence and Partnerships: Digital platforms continue to be a
cornerstone of growth for the company, with 75% of total revenue originating from
digital streams. The company’s collaboration with TikTok is projected to contribute to
future revenues, especially as short-form video platforms integrate ads. The extension of
video lengths on YouTube Shorts and Meta creates avenues for higher ad revenue, which
could contribute as much as 25% of overall business in the coming years. Additionally,

Face Value (INR) 1 ; . ! o o
Spotify plays a key role in growing subscription-based revenues, currently achieving an
Mkt Cap (INR Mn) 82,579 annual growth rate of 40%. Tips’ growing digital subscriber base, reaching 113 Mn
YouTube followers, deepening its market presence. Such partnerships are set to
52 week H/L (INR) 950/346 strengthen the company’s recurring revenue streams in an evolving music consumption
. landscape.
(%, VI s (T SO0 — Focused Strategy on Content Quality over Quantity: In Q3FY25, Tips launched 116 new
Shareholding Pattern % songs, comprising 40.film songs and 76 non—filllm tr'acks, siﬁnaling' a strategic pivothOV\./ar('il
quality content creation. Key tracks, such as "Jutti Kasuri" by Gippy Grewal and "Naina
(Ason Dec,2024) from the movie Crew, have performed exceptionally well, with tracks like "Swami Shizmi"
crossing 100 Mn streams on Spotify. The company plans to maintain content costs at 25-
Promoters 64.15 30% of revenue, ensuring a balanced approach to content investment and profitability.
With INR 550-600 Mn earmarked for content acquisition in FY25, the strategy aligns with
Public& Others 35.85  the goal of achieving long-term monetization.
Strong Catalog Performance and Legacy Monetization: Tips Industries' catalog, spanning
Stock Performance (%) 1m 3m 12m 1988 to 2020, generates 80-85% of revenue, with classics remaining highly relevant
) 204 -16.8 68.4 through global performances and digital platforms. Hits by artists like Diljit Dosanjh and
Tips Jazzy B drive continued consumption, while lucrative re-creations further showcase the
Nifty 50 25 -52 902 cat.alog's enduring valuie. .With Spotify expant.:Iing into India’s interiors, legacy content is
poised for a surge, providing a strong foundation for future growth.
Tips Vs Nifty 50 Outlook and Valuation: With increasing contributions from platforms like Spotify,
YouTube, and Meta, and new monetization opportunities through partnerships like
TikTok, Tips is well-positioned to capitalize on the growing digital music consumption.
The management’s focus on quality content, combined with plans to scale investments in
FY26, ensures a sustainable growth trajectory. The company also sees significant
e, POtential in subscription revenues and ad monetization on short-form video platforms,
which are expected to become major growth drivers over the next few years. We expect
Tips industries’ revenue, EBITDA, and PAT to grow at a CAGR of 32.75%, 32.37%, and
3 E. 3 S Y S S YOSy oy 3170% respectively, over FY25-27E. We maintain a “BUY” rating at a revised TP of INR
o = : L ) . + L ! ! . i ()
@ 53 g E E %D 5? g é g § 785 per share based on DCF; an upside of 21.5%.
——Tips = Nifty 50 Exhibit 1: Financial Performance
Year-end March EBITDA
[(INR Mn) Net Sales [ EBITDA PAT EPS (INR) | Margin (%) EV/EBITDA P/E (x)
Abhishek Jain FY23 1,868 1,019 766 6.0 54.6% 804 108.4
e FY24 2,416 | 1585 | 1272 9.9 65.6% 515 652
02267114851 FY25E 3,141 2,273 1,821 142 724% 36.1 4534
Jyoti Singh FY26E 4,146 2,978 2,356 184 71.8% 27.5 35.05
Jyotisingh@arihantcapital.com FY27E 5,534 3,983 3,159 24.7 72.0% 204 26.14
02267114834
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Net sales 776.7 806.1 648.3 -3.6% 19.8%
Content Charge 145.5 1384 147.2 5.1% -1.2%

Employees benefits expense 30.2 27.9 26.0 8.4% 16.3%
Other expenses 45.2 45.1 40.9 0.2% 10.6%
EBITDA 555.8 594.7 434.2 -6.5% 28.0%
EBITDA Margin (%) 71.6% 73.8% 67.0% -221.92 457.63
Depreciation & Amt. 5.5 5.5 4.4 -0.7% 24.6%
EBIT 550.3 589.2 429.8 -6.6% 28.0%
EBIT margin (%) 70.9% 73.1% 66.3% -223.97 454.93
Other Income 41.5 55.9 344 -25.7% 20.7%
Finance Cost 0.7 0.8 0.7 -9.0% 4.1%

PBT 591.1 644.3 463.5 -8.3% 27.5%
Tax 148.9 162.7 117.0 -8.5% 27.2%
Reported PAT 4423 481.6 346.5 -8.2% 27.6%
PAT margin (%) 56.9% 59.7% 53.5% -280.24 348.51
EPS 35 3.8 2.7 -8.2% 28.2%

Employee exp/Sales

3.89%

3.46%

4.01%

43.32

-11.64

Other exp/Sales

5.82%

5.60%

6.31%

22.09

-48.70

Source: Arihant Research, Company Filings
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Tips Industries Q3FY25 Concall highlights

Guidance: Management is confident of achieving 30% YoY growth in both revenue and PAT for
FY25, driven by digital revenue expansion and monetization of public performance rights.
Emerging opportunities in subscription-based revenues, growing at 40% YoY, and ad monetization
on short-form video platforms are expected to significantly boost future growth.

* Spotify’s penetration into India’s interiors and growing international markets are projected to
drive long-term catalog consumption.

Catalog Monetization

* The catalog spanning 1988-2020 contributes 80-85% of revenue, with 20% of songs driving the
majority of earnings. The company reported strong engagement at international events, with its
catalog being featured in performances by artists like Jazzy B and Diljit Dosanjh.

Public Performance
* Public performance rights, managed through organizations like IPRS and NOX, continue to
generate incremental revenues.

Digital Growth and Partnerships

* Digital platforms contributed 75% of the total revenue, with strong growth across Spotify,
YouTube, and Meta platforms.

* The YouTube channel subscriber base has grown to 113 Mn.

» Strategic partnerships, including a deal with TikTok for global markets (excluding India and
China), are expected to unlock new revenue streams starting next quarter.

* The company anticipates short-form video content, such as YouTube Shorts and Instagram
Reels, to grow from contributing 2-5% of revenue to 25% in the coming years.

Content Strategy and Releases

* In Q3 FY25, Tips released 116 new songs, including 40 film songs and 76 non-film songs.

* Songs like "Swami Shizmi" crossed 100 million streams on Spotify, and "Naina" from the movie
Crew became a hit, largely due to live performances by artists like Diljit Dosanjh.

* Catalog classics, such as "Dil Meri Na Sune" and "Bonatha Pyar," saw over 70% consumption
growth on Spotify this quarter.

* FY25 content acquisition costs are expected to range between INR 550-600 Mn, with a focus on
quality over quantity in upcoming releases.

Market Trends
* The company stated its focus on niche opportunities like retro content re-creations and strategic
partnerships to avoid costly bidding wars in the competitive content market.
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Story in charts (INR Mn)

Exhibit 3 : Revenue is expected to maintain a growth Exhibit4 : EBITDA & EBITDA margin

rate of 30% over the next 2-3 years.
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Exhibit 5: Consistent and steady growth in net profit Exhibit 6: Healthy momentum of EPS
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Exhibit 7: Interest Cost, Dividend, Buyback Exhibit 8: Lower content costs improved margins
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Exhibit 9: YouTube Views (Bn) per quarter Exhibit 10: New Songs Added (116 New releases in
Q3FY25)
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Source: Company, Arihant Research
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DCF Valuation

Valuation Assumptions WACC

g (World Economic Growth) 4% We 99.9%
Rf 7% wd 0.1%
Rm 13% Ke 11.7%
Beta (2Yr) 0.8 Kd 7.9%
CMP (INR) 646 WACC 11.74%
Valuation Data

Total Debt (long term borrowings) (2024) 50

Cash & Cash Equivalents (2024) 1,312

Number of Diluted Shares (2024) 128

Tax Rate (2024) 25%

Interest Expense Rate (2024) 11%

MV of Equity 82,579

Total Debt 50

Total Capital 82,630

FCFF &Target Price

Arihant Capital Markets Ltd

Explicit Forecast Period Linear Decline Phase Terminal
FCFF & Target Price Yr
Year 2025 2026 2027 2028 2020 2030 2031 2032 2033 2034 2035 2036
EBIT * (1-Tax Rate) 1,689 2,211 2,956 3,851 4,884 6,028 7,232 8,428 9,533 10,457 11,110 11,499
Dep 22 30 42 52 67 83 99 116 131 144 153 158
Purchase of Assets 63 83 111 144 183 226 271 315 357 391 416 430
Changes in Working Capital -783 -943 -1,207 -1,667 -2,064 -2,539 -3,077 -3,565 -4,035 -4,433 -4,704 -4,870
FCFF 2,431 3,102 4,094 5426 6,832 8,424 10,137 11,794 13,343 14,642 15552 16,098
% Growth in Post Tax EBIT 30.9% 33.7% 30.3% 26.8% 23.4% 20.0% 16.5% 13.1% 9.7%  6.3% 3.5%
IAs % of Post Tax EBIT
Dep 1.3% 1.4% 1.4% 14% 14% 14% 14% 14% 1.4% 1.4%  1.4% 1.4%
Purchase of Assets 3.7% 3.7% 3.7% 3.7% 3.7% 3.7% 3.7% 3.7% 3.7% 3.7% 3.7% 3.7%
Changes in Working Capital -46.4% -42.7% -40.8% -433% -42.2% -42.1% -42.5% -42.3% -42.3% -42.4% -42.3% -42.4%
FCFF 2,431 3,102 4,094 5426 6,832 8,424 10,137 11,794 13,343 14,642 15552 16,098
[Terminal Value 1,95,477
Total Cash Flow 2,431 3102 4,094 5426 6,832 8,424 10,137 11,794 13,343 14,642 15,552 2,11,574
Less: Debt 50 784.7 2.25% 2.50% 2.75% 3.50% 3.25% 3.50% 3.75% 4.00%
Add: Cash 1312 1099% 779 797 816 881 858 881 906 932
Equity Value 1,00,308 11.24% 752 769 787 847 826 847 869 894
11.49%| 727 742 759 815 795 815 836 858
11.74%| 703 717 733 785 766 785 804 825
Equity Value per share (INR) 785
11.99%| 680 694 708 757 7400 757 775 794
12.24%| 659 671 685 730 714 730 747 765
% Returns 21.5%
12.49% 638 650 663 705 690 705 721 737
Rati —_ Howb 12.74% 619 630 642 682 668 682 696 712
Source: Arihant Research, Company Filings
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Industry trends

Exhibit 11: Sustainably increasing market share: Exhibit 12: Tips Industries outperformed sector growth
Revenues surged 1.8x over the last two years by 2.8x over the past 4 years.
37,000

2,320
28,000
22,000 24,000
19,000 I
Cy21 CY22 CY23 CY24E CY26E FY21 FY22 FY23 FY24 9MFY25
m Music Sector (INR Mn) m Tips Revenue (INR Mn)
Exhibit 13: Global Music Revenue Sources Exhibit 14: Digital Advertising — Key Driver of Indian
Music Industry
‘ 620,450
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2 406,850
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213,530
136,830 157,820
= Subcription audio streams = Ad-supported streams I I

= Synchronisation = Performance rights
CY2019 CY2020 CY2021 CY2022 CY2023 CY2024ECY2025E

= Physical = Dowbload & Otherdigital
B Indian Digital Ad Industry (INR Mn)

Exhibit 15: Advertising spends on different media

29 -0.30% 2%

Source: Arihant Research, Company Filings ™ Digital ® Television = Print ® OOH = Radio = Cinema
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Key Financials

Income statement (INR Mn)

Balance sheet (INR Mn)

Gross Sales 1,868] 2,416 3,141 4,146 5,53 Sources of Funds
Net Sales 1,868 2'4ld 3,141 4,146 5534 ¢ ity Share Capital 128 128 128 128 124
YoY (% 37.8% 29.3% 30.0% 32.0% 33.5% .
o (%) % % 4 % % Reserves & Surplus/ Other Equity 1,233 1,667 2,468 3,801 5,626
ContentCharge 624 556 572 798 1092] |Networth 1,362 1,795 2,596] 3,929 5,754
Employee benefit expenses 73 109 118 153 199 Unsecured Loans/ Borrowings/ Lease
Manufacturing & Other Expenses 151] 166 178 216 259| |Liabilities 1 7 7 7 7
Total Expenditure 848 831 867 1,167 1,551] |Other Liabilities [y q [y [§ 1
YoY (%) 18.23%| 55.45%| 43.44%| 31.03%|] 33.73%| |Total Liabilities 565 1,594 1,515 1,686{ 1,872
EBITDA 1,019 1,585 2,273 2,978] 3,983
YoY (%) 18.23%| 55.45%| 43.44%] 31.03%|  33.73%] Total Funds Employed 1,927 3,389| 4,111 5,615| 7,626
[EBITDA Margin (%) 54.58%| 65.60%| 72.38%) 71.85%| 71.97%] Application of Funds
Depreciation 13 20] 22| 30] 42]
Net Fixed Assets 51 80 115 160 176¢|
| % of Gross Block 10.42%| 11.42%| 9.45% 9.93%| 10.25%| I
:| Investments/ Notes/ Fairvalue
1,006 1,565 2,251 2,948 3,941 |measurement 224 547 821 984 1,181
53.87%| 64.78%)| 71.69%) 711190 71.22% |Cumentassets 1,646 2,756 3,170 4,464 6,262
3 3 3 3 3} |pebtors 203 263 291 386) 517
[Non-operating/ Otherincome 54 144 187 247 3309 Days 37] 33 34 34 34
PBT 1,057, L705. 2,435 3,192 4 2%:‘ Other Current Assets 343] 268 437 612] 862
Tax-Total 291 434 614 836) 1,11
| Cash and Cash equivalent 969 1,312 873 1,112 1,589
Net Profit After Tax 7 1,272| 1,821 2,356 3,159
j ﬂ Current Liabilities/P rovisions 533 834 903| 1,019 1,144
PAT Margin 40.99%| 52.65%| 57.99%| 56.83%| 57.07%
Creditors / Trade Payables 160 147 83 111 139
Shares o/s/ paid up equity sh capital 128] 128| 128] 128|
" -I Days 43 35] 35) 35) 32
Adj EPS 14 18] 25|
Dividend per share 1,023 1,023 1,023 Other Liabilities 365) 674] 805] 886 976
Dividend payout (%) 3.39%| 65.63% 56.159 43.41% 3238_“/01 Net Cument Assets 1113 1,922 2,267) 344 5118
Buyback amount ol ol 466) ol Total Asset 1,927 3 ?ﬁ 4,111 5,615| 7,62
Retained earnings 740 437 798 1,333 2,13_51 Total Capital Employed 814 1,467 1,844 2,170 2,50

Cash Fow Statement (INR Mn)

Key Ratios

Solvency Ratios
Profit after tax 766) 1,272 1,821] 2,356 3,159 [pept / Equity 0.03 0.028 0.018 0.013 0.010
Adjustments: Add Net Debt / Equity -0.7 -0.7 -0.33} -0.28| -0.27]
Depreciation and amortisation 13 20} 22 30l 4 Debt / EBITDA 0.04 0.03 0.02 0.02 0.02
Interest adjustment 51| -140 184l 244 .3y| [Curent Ratio 094 082 038 037 -0.39
DuPont Analysis
Change in assets and liabilities 754 1,986 3,148 3,165 3,896
5 = Sales /Assets 0.97 0.7 0.76] 0.74 0.73]
{inventories 1 . - 1 1 |Assets/Equity 1.41) 1.89 1.58 1.43 133
Trade receivables -23| -6. -27] -95| -13 RoE 56.2% 70.86%| 70.15% 59.96%  54.89%
Trade pavables 119 14 -64) 29 24| |Bershare ratios
R ted EPS 5.96] 9.90) 14.25 18.43 24.7
Other Liabilities and provisions 30 308] 131 81 89| ReRorte
Dividend per share 0.201 6.50 8.00 8.00 8.00
Other Assets 62 = 76 -153 218 8y per share 1060 1398 203 3073 450
Taxes -17] -6 -6 -7 -1 Cash perShare 2.47] 5.83] 4.801 6.23] 8.64
Net cash from operating activities 1,158 1,514 2,365 2,222 2,689 |Revenue per Share 14.54 18.8 24.57 32.43 43.29
Net Sale/(Purchase) of tangible and Profitability ratios
intangible assets, Capital work in Net Profit Margin (P AT/N ales)
progress » _ R K
4 48 27 16 S8 |ERITDA / NetSales
Net Sale/(Purchase) of investments E E - E - |EBIT / Net Sales.
Others 59 -179 -86) 83 133 |ROCE (%)
Net cash (used) in investing activities -58| -227 -143| 8| 76|
Inventory Days 0.00| 0.00 0.001 0.00 0.00
terest expense 9 1 -2 S 8]
Debtor Days 373 33.49 33.80) 33.95 34.1
Dividend paid 260 833  -L.023. -1.023,  -1023) |creditor Days 4350l 347  3a76] 3476 3174
|Buyback amount E E 466 E 4 |Leverage ratios
Other financing activities -43 -84, -1,023] -1,026] -1,336| |Interestcoverage 351.8 449.07| 717.801 989.39] 139241
) [ in fi : ivities _750) _9a4) 2661l -1.990 229 Debt / Asset 0.0 0.0 0.0 0.0 0.0
Valuation ratios
Closing Balance 969 131 873 1,112 1.586]
EV/EBITDA 80.44 51.53 36.1 27.49 20.44
FCF 1158 1.6 2422 2.297) 2747} |PE (x) 10836l 6523 4534 3505 2614
Capex 4. 63 83 11 OCF/EBITD (%) 113.59 95.5 104.0. 74.59 67.5
Arihant Capital Markets Ltd 7




Arihant Research Desk

Email: instresearch@ arihantcapital.com

Tel. :022-42254800

Head Office Registered Office
#1011, Solitaire Corporate Park

Building No. 10, 1°' Floor 6 Lad Colony,

Andheri Ghatkopar Link Road Y.N. Road,

Chakala, Andheri (E) Indore - 452003, (M.P.)
Mumbai — 400093 Fax: (91-731) 4217101

Tel: (91-22) 42254800
Fax: (91-22) 42254880

Stock Rating Scale Absolute Return
BUY >20%
ACCUMULATE 12% to 20%

HOLD 5% to 12%
NEUTRAL -5% to 5%
REDUCE -5%t0-12%

SELL <-12%

Research Analyst

. . Contact Website Email Id
Registration No.
INH000002764 SMS: ‘Arihant’ to 56677 www.arihantcapital.com research@arihantcapital.com

Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous
care has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst
nor any employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness
guaranteed. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for
an investment decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments,
which are the subject of this document or in related investments and may have acted upon or used the information contained in
this document or the research or the analysis on which it is based, before its publication. This is just a suggestion, and Arihant will
not be responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may
have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
No matter contained in this document may be reproduced or copied without the consent of the firm.
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1011, Solitaire Corporate park, Building No. 10, 1st Floor,
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