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Generating Wealth Shemaroo Entertainment Ltd.

Margins Contracted 1* February 2019
CMP: Rs. 369 Operating Performance
Target Price: Rs. 430

Shemaroo reported mixed set of numbers for the quarter Q3FY19. Net sales

Recommendation: ACCUMULATE  ¢t50d at Rs 149 Cr registering a growth of 12.3% YoY however on sequential
basis it de-grew by 9%. EBITDA margin contracted by 331bps YoY at 23.7%
Stock Info mainly due to higher employee cost. Profit for the quarter under review
BSE Group ®  grew by 8% YoY at Rs. 19.4 Cr vs Rs. 18 Cr in corresponding quarter of
BSE Code 538685 previous year. In terms of revenue break-up, digital and traditional media
2] SHEMARGO contributes to ~29% and 71% respectively, which is expected to be in the
Bloomberg SHEMIN - ratio of 50:50 in next 5 years.
Reuters SHEM.BO
BSE Sensex 36,257 Key Highlights:
NSE Nifty 10,830 1. The company added a total of 18mn subscribers to its YouTube
channels.
2. Main reason for decline in margins was due to increase in employee
Market Info cost. Management expects EBIDTA margin fall in range of 26-29% for
Market Capital Rs 994 cr FY19.
Equity Capital Rs27cr 3, Management expects You Tube growth to pick-up on account of higher
Avg. Trading Vol. 25,140 digital spends.
52 Wk High/ Low 560/335 4, The company targets a 5x growth in Revenue in the next 5 years with a
Face Value Rs 10 50-50 digital and traditional revenue mix.
5. On an average, the peers generate 5-15% of the revenue from
international markets. The company also aims to achieve a similar
Shareholding Pattern(%) (Dec 18) revenue mix. As a part of the strategy to achieve growth, the company
Promoters 65.8 aims to magnify revenue from its international markets.

Domestic Institutions

184  Valuation

In terms of revenue mix, management’s long term goal is to balance its
traditional and digital media share both equally. We are positive on the stock
and expect 20% growth in its revenue in FY19 and FY20E. At CMP of Rs 369,
Price Chart: the stock trades at a P/E multiple of 10.7(x) its FY 20 estimates. We have
valued the stock at its FY20E forward P/E of 12.5(x) and arrived at a fair value
of Rs. 430 per share showing a potential upside of 16%. We have an
105 “ACCUMULATE” rating on the stock.

% Financial Snapshot

Foreign Institutions

Public & Others 15.8

Price Comparisan

i Particulars (Rs Cr) 2018 2019E 2020E
L Revenue 489 586 704
:Z EBITDA 142 152 169
09-02-18  10-04-18  09-06-18  08-08-18  O7-10-18 061218 O4-02- Net PI"Ofit 71 79 93
Date
: EPS 26.2 28.9 34.4
[ = shemaroo Entertsinment Ltd, = Sensex |

ROE 15% 15% 16%

P/E 14.1 12.8 10.7
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Q3 FY19 Earnings Snapshot:

Quarterly Results

Particulars (Rs cr) Q3FY19 Q3FY18 YoY % Q2 FY 19 QoQ %
Revenue 149.0 132.6 12.3% 163.3 -8.8%
Expenditure 113.7 96.8 120.7
EBITDA 353 35.8 -1.5% 42.6 -17.2%
EBITDA Margin 23.7% 27.0% 26.1%
Depreciation 1.4 1.3 1.3
Operating Profit 33.9 34.5 -1.9% 41.3 -18.0%
Interest 6.5 7.1 5.6
PBT 27.3 27.6 35.7
Tax 7.9 9.7 12.7
Net Profit 19.4 18.0 8.0% 23.0 -15.5%
PAT Margin 13.0% 13.5% -3.8% 14.1%
EPS 7.1 6.6 8.5
Divisional Performance (Consolidated) (Rs cr)
Divisional Performance Q3FY19 Q3FY18 YoY % Q2 FY 19 QoQ %
Digital Media 42.6 331 28.7% 45.6 -6.6%
Share in Revenue 28.6% 25.0% 27.9%
Traditional Media 106.3 99.5 6.8% 117.7 -9.7%
Share in Revenue 71.4% 75.0% 72.1%
Total Income from operations 149.0 132.6 12.3% 163.3 -8.8%
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Income Statement Balance Sheet
Particulars (Rs cr) 2018 2019€ 2020E Particulars (Rs cr) 2018 2019E 2020E
Revenue 489 586 704 Share Capital 27.18 27.18 27.18
Expenditure 347 434 535 Reserves & Surplus 469 544 558
EBITDA 142 152 169 Non-Current Liabilities 7 7 7
Depreciation 5 6 6 Current Liabilities 234 216 230
Operating Profit 108 121 139 Total Liabilities & Equity 735 791 816
Interest 31 28 25 Total non-current assets 32 35 36
PBT 108 121 139 Current Assets 688 740 762
Tax 37 42 46 Cash & Bank 1 4 35
Net Profit n 19 93 Total Assets 735 791 816
Cashflow Statement Ratios
Particulars (Rs cr) 2018 2019E 2020E Particulars (Rs cr) 2018 2019E 2020E
Net Profit 71.23 78.56 93.43 Revenue Growth 17.8% 20.0% 20.0%
Non-Cash items 35.85 33.29 31.09 EBITDA Margin 29.1% 26.0% 24.0%
Working Capital changes -3480]  -94.05| -110.89 Pat Margin 14.6% 13.4% 13.3%
CFO 109.03 60.11 59.65 ROE 154%  147%|  16.2%
CFl -6.83 -5.80 0.18 D/E 0.38 0.30 0.28
CFF -115 -51 -29 Current Ratio 294 342 332
Change in Cash -123 3.0 30.8 EPS 26.21 28.90 34.38
Opening Cash 136 13 43 DPS 1.55 1.55 1.55
Closing Cash 1.30 432 35.08 P/E 14.1 12.8 10.7




ArihantCapital

Generating Wealth

e e e |

Arihant Research Desk

E. research@arihantcapital.com
T.022-42254800

Head Office Registered Office
#1011, Solitaire Corporate park, Arihant House
Building No. 10, 1** Floor, E-5 Ratlam Kothi
Andheri Ghatkopar Link Road Indore - 452003, (M.P.)
Chakala, Andheri (E) Tel: (91-731) 3016100
Mumbai — 400093 Fax: (91-731) 3016199

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%
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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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