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Company details

Price target: Rs550 

Market cap: Rs43,865 cr
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NSE volume: (No of shares) 32.4 lakh

BSE code: 505537

NSE code: ZEEL

Sharekhan code: ZEEL

Free float: (No of shares) 56.1 cr

Price chart

Shareholding pattern

Price performance

Stock Update
Blockbuster quarter 

(%) 1m 3m 6m 12m

Absolute -8.4 -4.0 -11.9 -23.8

Relative to Sensex -8.2 -7.2 -10.7 -27.4

Zee Entertainment Enterprises

Reco: Buy  |  CMP: Rs457

Key points

 �   Impressive revenue growth: Zee Entertainment 
Enterprises Limited (ZEEL) has delivered an in-
line revenue performance in Q3FY2019, with 
continued improvement in its overall network 
market share to an all-time high level in the 
company’s history (at 20.2% in Q3FY2019 vs. 
19.9% in Q2FY2019). For Q3FY2019, overall 
revenue of ZEEL grew by 17.9% y-o-y to Rs. 2,167 
crore, led by healthy growth in advertisement and 
subscription revenue. Advertisement revenue 
grew by 21.7% y-o-y on a strong base, driven 
by 20.6% y-o-y growth in domestic ad revenue 
and 40.2% y-o-y growth in international revenue. 
Strong growth in domestic ad revenue was led 
by continued strong performance in television 
business and digital business. Acceleration in 
international ad revenue was led by stronger 
traction in Europe, U.S. and APAC region and 
recovery in Middle East (ME) region. Overall 
23.3% y-o-y growth in subscription revenue was 
led by 29% y-o-y growth in domestic subscription 
revenue. Pick up in domestic subscription 
revenue was driven by monetisation of phase 3 
subscribers. Whereas, international subscription 
revenue grew marginally by 1.2% y-o-y. Revenue 
from other sales and services declined by 36% 
y-o-y.

 �  Margins beat estimates: ZEEL delivered better-
than-expected operating profit margin (OPM) 
performance on account of strong operating 
performance in its traditional business, despite 
significant investments in content especially on 
the digital platform and launch of new Malayalam 
channel (Zee Keralam). At 34.8%, EBITDA margin 
improved by 247 BPS y-o-y in Q3FY2019, ahead 
of our estimates. Improved profitability along with 
79% y-o-y growth in other income (led by one-
time licence sale during the quarter) and lower-
than-expected tax provision expenses, resulted 
in healthy 26% y-o-y growth in adjusted net profit 
during the quarter.     

 �  Strong outlook on ad revenue and subscription 
revenue likely to grow in low teens in FY2020E: 
With five consecutive quarters of strong growth in 
ad revenue, management has retained its stance 
that it would endeavour to deliver ad revenue 
growth above industry-average in FY2020E. Ad 
growth would be driven by continued ad spending 
from leading FMCG and two-wheeler companies, 
leading viewership share and progress in digital 
medium. Although implementation of TRAI’s new 
tariff regime (from January 31, 2019) would create 
hiccups on subscription growth rate for the next 
six months, management cited that subscription 
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Valuations Rs cr
Particulars FY17 FY18 FY19E FY20E
Revenue 6,434.2 6,685.7 7,845.6 8,945.7
EBITDA margin (%) 29.9 31.1 33.5 33.1
Adjusted net profit 1,218.4 1,351.2 1,638.8 1,866.5
EPS (Rs) 12.7 14.1 17.1 19.4
P/E (x) 36.0 32.5 26.8 23.5
EV/EBITDA (x) 22.5 21.3 16.2 14.0
RoE (%) 18.3 17.9 18.7 18.3
RoCE (%) 23.3 20.9 24.4 24.2

Results Rs cr
Particulars Q3FY19 Q3FY18 Q2FY19  YoY (%)  QoQ (%)
Advertising revenue 1,462.6 1,202.0 1,210.6 21.7 20.8
Subscription revenue 618.5 501.7 608.2 23.3 1.7
Other sales and services 85.7 134.4 157.1 -36.2 -45.4
Total revenue 2,166.8 1,838.1 1,975.9 17.9 9.7
Programming & operating cost 797.8 673.0 726.3 18.5 9.8
Staff cost 183.4 153.5 168.7 19.4 8.7
Admin & selling expenses 431.3 417.1 405.1 3.4 6.5
EBITDA 754.3 594.4 675.7 26.9 11.6
Depreciation 61.5 50.5 58.8 21.8 4.5
Finance cost 5.5 2.4 5.5 133.9 1.3
Other income 86.0 48.0 58.9 79.0 45.9
Tax provision 248.4 173.9 262.4 42.8 -5.3
Reported net income 562.4 374.3 386.7 50.3 45.4
EO: Fair value through profit & loss -37.6 41.9 22.0 -189.8 -270.9
Adjusted net income 524.7 416.2 408.7 26.1 28.4
EPS (Rs) 5.5 4.3 4.3 26.1 28.4
Margin (%) BPS BPS
EBITDA  margin 34.8 32.3 34.2 247 61
NPM 24.2 22.6 20.7 158 353

revenue growth would be in low teens on account 
of 1) 4-5% y-o-y growth in TV penetration, 2) 
improved monetisation in digitised phase 3 and 
4 markets and 3) increasing HD subscribers.        

 �  ZEE5: Ramp-up of investments to continue: 
ZEE5 continues to register healthy growth of 36% 
q-o-q in monthly active users (MAUs), reaching 
56.3 million (excluding users from telecom 
partnerships). Average daily consumption of 
content remained flat at 31 minutes owing to 
larger user base and drop of consumption owing 
to the festive season during the quarter. The 
app continues to be among the top five free 
and grossing entertainment apps in India and 
has crossed 50 million gross downloads largely 
on account of its strong and original content 
offerings. Enhanced penetration through various 
channel partners (Railyatri, Airtel, PayTm, 
MakeMyTrip and Oyo Rooms) along with the 
innovative pricing model (customised packs) 
and expanded content is expected to accelerate 
addition of subscribers for the company.

 �  Maintain Buy with a PT of Rs. 550: We have 
fine-tuned our earnings estimates for FY2019E/
FY2020E, factoring in the acceleration in 
investments on digital in FY2020E. However, 
management remains confident of delivering 
margins in excess of 30% in FY2020E despite 
investments in digital. The promoters’ group 
of ZEEL is on track to sell up to 50% of its 42% 
holding to a strategic partner by March/April 
2019. We believe the successful stake sale to a 
large tech company or global media giant, which 
would help ZEEL to become a global media-tech 
company, would act as a catalyst for the stock’s 
performance. In addition, stake sale happening 
at a significant premium would have a positive 
impact on the stock. Given leading TV viewership 
share, ZEEL is best placed to leverage the strong 
growth in TV ad spending, monetisation of phase 
3 and 4 markets and TRAI’s new subscription 
regime. Given the expected adjusted net profit 
CAGR of 18% over FY2018-FY2020E, we maintain 
our Buy rating on the stock with an unchanged 
price target (PT) of Rs. 550.
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