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Shemaroo Entertainment Ltd

Recommendation

CMP

Target Price

Sector

Stock Details

BSE Code 538685
NSE Code SHEMAROO
Bloomberg Code SHEM IN
Market Cap (Rs cr) 1345
Free Float (%) 34.18%
52- wk Hl/Lo (Rs) 595/324.95
?&lﬁ;ﬂme (BSE+NSE) 11330
Face Value (Rs) 10
Dividend (FY 18) Rs 1.55 per share
Shares o/s (Crs) 2.72
Relative Performance 1Mth  3Mth 1Yr
Shemaroo 3.2% 5.6% 38.8%
Sensex 64%  6.7% 15.2%
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Shareholding Pattern Jun 18

65.82

Promoters Holding

Institutional (Incl. FlI) 16.78

Corporate Bodies 3.87
Public & others

13.53

Akansha Jain— (+91 22 6273-8034)
Research Analyst akansha.jain@nirmalbang.com

FY17 425.5 13.5% 127.6
FY18E 488.6 14.8% 142.1
FY19E 562.6 15.1% 169.1
FY20E 648.6 15.3% 197.4

Long term outlook looks Positive!!!!

Shemaroo reported improved set of numbers on the profitability front for the
quarter. Net sales came in at Rs 123.4cr in Q1FY19 vs. Rs 118.4 cr in Q4FY18,
grew by 4.2% QoQ. Improvement in revenue was led by both Traditional & New
media business which grew by 1.08 % & 12.1% respectively. Ebitda margins
improved by 47.3bps QoQ. Higher tax rate reduced the impact of improvement
in Ebitda margin on PAT Margin which came at 15.84% in Q1FY19 vs. 15.82% in
Q4FY18.The company has rebranded its corporate identity after 55 years by a
new logo and announces ‘India Khush Hua’ as its new tagline

For the next 5 years, management has set an ambitious target of growing the
revenue to 5X , wherein more than 50% of revenue will be contributed by new
media business, concentration would be on B2C & B2B2C model.

e The company has signed content deal with Share IT a technology company.
SHAREit app offers its users a range of digital entertainment from videos,
music, films, GIF, meme, etc.

Comedy Service launched with Dish TV in April 2018

Shemaroo is in the process of launching its own streaming platform which
would be an entertainment heavy offering in the next 6 to 9 months.
Management believes that devotional category industry is bigger than that of
film industry and has good potential for them in the next 3 to 5 years.
Shemaroo in devotional category is not only providing content but also
services with the launch of its “Bhakti App” & Islammic devotional app
“Ibadat”. The app enable consumers to book a host of services like facilitates
delivery of prasad of different temple at doorstep, can view live telecast of
aartis, order puja performed by pandits etc. Shemaroo recently acquired the
live streaming rights for Shani Shignapur in Maharashtra and Ajmer Sharif in
Rajasthan. The Company has partnered with DTH services like Tata Sky, Dish
TV, Airtel for both Hindu and Islamic category channels to show this
devotional channels

Over FY13-17, the acquisition of regional content by company had grown at a
CAGR of 9.6%, Special interest cost grew by 6.5% whereas Hindi film by 3.8%
i.e. the company had acquired more of regional content than hindi films which
we believe the company would monetize this content by launching more
regional channels with DTH players. Shemaroo has partnered with Dish TV and
launched ‘Bhojpuri Active’ service.

Valuation & Recommendation

Going ahead, we expect the company’s sales to grow by 15.1% in FY19E & 15.3%
FY20E.We expect operating margins to come in at 30.1% & 30.4% in FY19E &
FY20E respectively. Shemaroo has generated a positive FCFF of Rs 107.7 cr in
FY18.With higher operating profit, Shemaroo is likely to acquire new content
majorly from internal accruals going forward. Company is likely to do PAT of Rs
94.6 cr and Rs 116.6 cr in FY19E &FY20E resp. At CMP, the share is trading at
EV/Ebitda of 7.3x and PE of 11.5x FY20E EPS of Rs 42.9.We recommend a Buy on
Shemaroo with a target price of Rs 643, based on 15x FY20E EPS (30% return)

EBITDA | Margin % | _PAT | Margin% | EPS | PE_| EV/EBITDA | ROE%

30.0% 61.5 14.4% 226 219 12.8 14.4%
29.1% 71.2 14.6% 26.2 18.9 10.8 14.3%
30.1% 94.6 16.8% 348 14.2 8.9 16.1%
30.4% 116.6 18.0% 429 115 7.3 16.7%
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Quarterly Financials
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Particulars Q1FY19 QA4FY18 QoQ% Q1FY18 YoY%
Net Sales 123.4 118.4 4.2% 103.6 19.0%
Cost of raw material consumed 68.5 58.7 16.7% 55.8 22.8%
Gross Profit 54.9 59.7 -8.0% 47.9 14.7%
Gross Margin (% of net sales) 44.5% 50.4% -593.16 46.2% -168.64
Employee Expenses 11.1 11.2 -1.0% 8.4 32.5%
w Other Expenses 4.9 11.7 -58.1% 6.1 -19.1%
H Total Expenditure 84.5 81.6 3.5% 70.2 20.3%
o EBITDA 38.9 36.8 5.8% 334 16.4%
N % of net sales 31.5% 31.1% 47.37 32.2% -72.06
Depreciation 1.4 1.3 8.5% 1.2 12.9%
- EBIT 37.5 35.5 5.7% 32.2 16.5%
v Interest 6.1 7.1 -13.9% 8.1 -24.3%
: PBT & Ol 314 28.3 10.7% 24.1 30.2%
bo Other Income 0.2 0.4 -47.7% 0.9 -73.6%
: PBT 31.6 28.8 9.8% 25.0 26.6%
< Exceptional item 0.0 0.0 0.0
PBT After Exception 31.6 28.8 9.8% 25.0 26.6%
N Tax 12.1 10.4 16.4% 8.9 34.9%
Tax /PBT 38.1% 36.0% 35.8%
I Net Profit 19.5 18.4 6.0% 16.0 22.0%
Minority interest/ share of 0.0 0.3 -0.1
m associate
™) Net Profit 19.5 18.7 4.4% 15.9 22.7%
m % of net sales 15.84% 15.82% 2.23 15.4% 47.90
'c Adjusted Net Profit 19.5 18.7 15.9
Q Equity 2.7 2.7 2.7
EPS (Unit Curr.) 7.2 6.9 5.9
: Source: Company data, Nirmal Bang Securities
(=)
-
: Segment Performance
n
w (Rs in Cr) FY15 FY16 FY17 FY18
New Media 37.3 63.5 92.4 130.5
m % of net sales 11.5% 16.9% 22.2% 26.7%
Traditional 286.5 312.2 323.2 358.1
% of net sales 88.5% 83.1% 77.8% 73.3%
Total 323.8 375.7 415.5 488.6

Source: Company data, Nirmal Bang Securities
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Income Statement (Rs. In Cr) FY17 FY18 EY10E FY20E

Revenues - Net 425.5 488.6 562.6 648.6
% change 13.5% 14 8% 151% 15.3%
EBITDA 127.6 142.1 169.1 1537.4
EBITDA margin 300% 291% 30.1% 30.4%
Depreciation 43 51 54 56
Operating income 123.3 137.0 163.7 191.8
Interest 323 30.7 223 183
Other Income 3.0 17 2.0 3.2
Forex 0.0 0.0 0.0 0.0
PBT 93.9 108.0 143.4 176.7
Exceptional (Gain)/ Loss 0.0 0.0 0.0 0.0
PBT 93.9 108.0 143.4 176.7
Tax 34.2 36.8 48.8 80.1
PAT 59.7 71.2 94.6 116.6
Minority intererst / share of a 1.8 -0.1 0.0 0.0
APAT 61.5 71.2 94.6 116.6
Shares ofs ( No.in Cr.)* 27 27 27 27
Adj EPS 22.6 26.2 34.8 42.9
Quarterly (Rs. In Cr} Sep.17 Decd? Mard8  Jun.i9
Revenue including Ol 134.4 132.6 118.4 1234
EBITDA 36.1 35.8 36.8 38.9
Dep 13 1.3 1.3 14
PBIT 34.8 34.5 35.5 37.5
Interest 3.4 7.1 7.1 6.1
Other Inc. 0.2 0.2 0.4 0.2
Forex & exceptional 0.0 0.0 0.0 0.0
PBT 26.6 27.6 28.8 31.6
Tax 7.8 9.7 10.4 121
Minority intererst / share of a -0.1 -0.2 0.3 0.0
PAT 18.7 17.8 18.7 19.5
EPS (Rs.) 256 24.3 25.6 26.7
EBIT margin (%) 29.0% 2B.0% 29.1% 29.6%
Adj.PAT margin (%) 14.4%  146% 16.8% 158.0%
Adj. ROE (%) 14.4%  14.3% 16.1% 16.7%
ROCE (%) 17.8%  20.0% 22.1% 23.3%
Debt Equity Ratio 0.68 0.38 0.27 0.18

Valuation Ratio FY17 FY18 FY19E FY20E

Balance Sheet (Rs. In Cr) FY17 FY18  FY19E FY20E
Issued Share Capital 27.2 27.2 27.2 27.2
Reserves & Surplus 3992 492 5588 6703
Met Worth 426.3 4964 586.0 6975
Minority Interest -3.2 -3.2 -3.2 -3.2
Met Deferred Tax liahilities 6.5 36 36 36
Total Loans 289.3 188.0 158.0 125.8
Trade Payables 19.0 181 20.6 236
Provisions 25.6 15.6 15.6 156
Other CL 16.5 16.4 18.5 213
Total Liabilities 780.5 734.8 798,93 EB41
Met Fixed Assets 34.8 333 315 295
Investments 7.2 101 101 101
Inventories 5004 5297 5801 SBT3
Cash and cash equivalent 19 13 5.4 36.6
Sundry Debtors 190.5 140.6 169.5 1855
Loans & Advances 71 0.4 0.5 0.6
Other CA 38.5 194 218 246
Total Assets 780.5 734.8 798,93 EB41
Cash Flow (Rs. In Cr) FY17 FY18 FY19E FY20E
EBITDA 127.6 1421 169.1 197.4
Exceptional and forex 0.0 0.0 0.0 0.0
Change in WC -20.0 64.2 -26.9 -23.0
Change in inventories -112.8 -29.3 -30.3 -27.2
Tax -34.2 -36.8 -48.8 -60.1
CF from Operations -39.5  140.3 63.1 87.1
Capex and change in WIP -4.9 -3.6 -3.6 -3.6
Investment 0.8 -2.9 0.0 0.0
Other Income 3.0 17 20 32
Cash from Investment -1.1 -4.8 -1.7 -0.4
Dividend paid - 6 -5.1 -5.1 -5.1
Share Capital and Premium 0.0 0.0 0.0 0.0
Interest Paid -32.3 -30.7 -22.3 -18.3
Change in Borrwing 7659 -1013 -30.0 -32.1
Others 0.6 10 0.0 0.0
Cash from Financing 40.5 -136.1 -57.3 -55.5
Met change in Cash 0.0 -0.6 4.1 312
Opening cash balance 19 19 13 5.4
Closing cash balance 1.9 1.3 5.4 36.6

Price Earnings (x) 219 189 142 115
Price / Book Value (x) 3.2 27 2.3 19 Cash EPS 24.2 281 368.8 45.0
EV / Sales 3.8 31 27 22 BV pershare 156.9 182.6 2156 25686
EV / EBIDTA 1238 10.8 3.9 7.3 Dividend per share 1.4 16 16 16
Source: Company data, Nirmal Bang Securities
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Disclosure:

This Report is published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) for private
circulation. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having
Registration no. INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India Limited
and BSE Limited in cash and derivatives segments. It is also a registered Portfolio Manager having registration no as
INPO00002981.

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing /
dealing in securities Market. NBSPL, its associates or analyst or his relatives do not hold any financial interest in the
subject company. NBSPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of
publication of the research report with the subject company. NBSPL or its associates or Analyst or his relatives hold / do
not hold beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding the
date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of
securities of the company covered by Analyst during the past twelve months. NBSPL or its associates have not received
any compensation or other benefits from the company covered by Analyst or third party in connection with the research
report. Analyst has not served as an officer, director or employee of Subject Company and NBSPL / analyst has not been
engaged in market making activity of the subject company.

Analyst Certification: 1, Akansha Jain, the research analysts and authors of this report, hereby certify that the views
expressed in this research report accurately reflects my/our personal views about the subject securities, issuers, products,
sectors or industries. It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly or
indirectly related to the inclusion of specific recommendations or views in this research. The analyst(s) principally
responsible for the preparation of this research report and has taken reasonable care to achieve and maintain
independence and objectivity in making any recommendations.
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Disclaimer:

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation
advice to you. NBSPL is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or
sell any security or product, or to engage in or refrain from engaging in any such transaction. In preparing this research, we did not
take into account the investment objectives, financial situation and particular needs of the reader.

This research has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the
information in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this
report at the same time. NBSPL will not treat recipients as customers by virtue of their receiving this report. This report is not directed
or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject NBSPL & its group companies to
registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or
warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or
update the information or opinions in it. NBSPL or any of its affiliates or employees shall 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. NBSPL or any of its
affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to
this report, including without limitation the implied warranties of merchantability, fithess for a particular purpose, and non-infringement.
The recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or refrain
from making modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to providing
independent and transparent recommendations to its clients, and would be happy to provide information in response to specific client
queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an
adviser, whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There
are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even become
valueless. International investors are reminded of the additional risks inherent in international investments, such as currency
fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment. Opinions
expressed are subject to change without any notice. Neither the company nor the director or the employees of NBSPL accept any
liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further
communication in relation to this research. Here it may be noted that neither NBSPL, nor its directors, employees, agents or
representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue
or lost profit that may arise from or in connection with the use of the information contained in this report.

Copyright of this document vests exclusively with NBSPL.
Our reports are also available on our website www.nirmalbang.com .

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd.)
B-2, 301/302, Marathon Innova,
Opp. Peninsula Corporate Park
Off. Ganpatrao Kadam Marg
Lower Parel (W), Mumbai-400013
Board No. : 91 22 6723 8000/8001
Fax.:022 6723 8010
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