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Moderator

Good evening ladies and gentlemen.  I am Parimala, the Moderator for this conference.  Welcome to Cyber Media conference call.  For the duration of the presentation, all participants’ line will be in a listen-only mood.  I will be standing by for the question and answer session.  I would like to hand over to Mr. Pradeep Gupta of Cyber Media.  Thank you and over to Mr. Gupta. 

Pradeep Gupta

Good afternoon everybody.  For the first few minutes let me just walk you through what has been indeed another good quarter for Cyber Media.  I am sure you would have seen the investor release, but I will very quickly give you the highlights. 

In terms of the net profit, there is a 51% year-on-year growth, and we have a 26% increase in our revenue.  This quarter has been of course very interesting for us especially with the tie up that we had with the CMP Media, CMP Media as some of you would know is $350 million media giant in the United States which has number of publications including Information Week, and we have tied up with them for global outsourcing, and in this particular product it is a joint venture where 50% of the investment is being made by them and 50% investment is being made by us.

Some of the specific highlights have been that the three core businesses, one being the publishing, the other being the research business, IDC, and the third one being online, which is CIOL, have all shown very, very good growth.  Online revenue I think in my previous conference call also I had mentioned it is something that has been showing a very good growth, YOY we had a growth of 72%, in terms of research revenue it is 56%, and the publishing revenue is up by 40%.  If I was to combine Q1 and Q2, then in H1 the net profit is up by 65%, of course this also includes the 2.85 million, which is out of other income, but if I look at the total figure it is 65% increase, and the gross income is up by 28%.  The EBIDTA of the company also has been going up, so it is a 48% YOY increase that we have had in H1 and the EBIDTA going up from 39.47 million to 58.26 million.

In terms of the new project that we had talked about at the time of the IPO, I already have mentioned about our JV with CMP Media and we will be coming out with the first issue in January.  Biospectrum has received the approval from Singapore Government and we would be ready to launch that edition also in January 2006.  The content BPO business, the one in which we definitely see a lot of growth taking place in the future, there we have now set up our office in London, there is a person who has already been hired there, in US we have set up an office, we are in the process of having a full time person there as well, these are local British and American people that we have hired, and then in terms of you know lot of enquires coming up for this business and we look at a strong growth coming here.

The multimedia and the event business which were essentially two businesses, which were slightly low margin businesses for us.  In these two businesses, we have been shifting focus to the higher margin business, so the strategy is more to look at the bottom line and not just chase the top line.  Another thing that today in the board we decided was that these subsidiaries, which are 100% owned by Cyber Media, should be merged back into the main company so that we have a consolidated portfolio which is available.

In terms of looking ahead, I think the sort of growth that we have so far shown that is something that is likely to continue.  The company is on a growth path and will continue to grow.  All the sectors that we are in whether it is information technology or telecommunication or biospectrum, continue to show a robust growth, and because of this robust growth taking place in the sectors in which we are operating, we are seeing an increased communication spend and an increased communication spend definitely means that that is a good business for us.

I think that with those opening remarks I would open this entire conversation so that we can have questions and I will do my best to provide answers to those questions.

Moderator

Thank you very much sir.  We will now begin the Q&A interactive session.  Participants who wish to ask questions, please press *1 on your telephone keypad.  On pressing *1, participants will get a chance to present their questions on a first-in-line basis.  Participants are requested to use only handsets while asking a question.  To ask a question, please press *1 now.  Participants who wish to ask questions, please press *1 now.  First in line we have Mr. Nimish Chandan from Birla Mutual Fund.  Over to you sir.

Nimish Chandan

Yeah, hi! Congratulations on the good numbers.  If you can just dwell a little more on the content BPO side and what kind of investments are you looking in this part of business and when are you likely to show good numbers on this segment.

Pradeep Gupta

As far as the content BPO business is concerned, we have already built up the capacity, capacity is for 360 people, and currently about 108 people are deployed in this particular groove, plus as I mentioned earlier, we now have an office in London as well as in New York so that we can do direct sales.  The commencement of this particular business happened in June 1, and you can you know if you look at the financial figures you will find that in Media services there are certain numbers that we have got there.  Of course currently, you know, there is we have lost money because we are still in the marketing phase where we are doing a lot of samples, generating a lot of enquiries, and then executing those.  The total amount of loss that we have taken in our balance sheet is 5.71 million for the H1, the numbers that I shared with you include the impact of these losses, so if these losses were not there then obviously the performance of Cyber Media would have been still better.  The total investment that has so far gone in, in terms of building the entire capacity, was roughly about 2 crores or so, so that is the sort of an investment that has already been made by us.

Nimish Chandan

Okay, for the quarter you had about 4.3 million of loss in this business, so this figure is likely to continue for the rest of the quarters this year or do you see some kind of change there in terms of increase or decrease?

Pradeep Gupta

I think that you know in Q3 the number is likely to be similar number, and towards Q4 we will start seeing a reduction taking place in this number as we start generating more revenue and start executing on those orders that we start getting, but yes even in Q4, I think we will still have some losses which will be there, which will of course be lower than this particular number.

Nimish Chandan

Okay, thank you.

Moderator

Thank you Mr. Chandan.  Next we have Mr. Sadanand from Kotak, over to you sir.

Sadanand

Hi! I just want to understand how is the operating environment in the advertising front.  Have you been able to get any advertising rate hike and what is the outlook on that side?

Pradeep Gupta

In term of the advertising rates, we have been getting rates, you know, what we had done was that today in our rate card we have three different rates, you know, we have an economy rate, we have a business rate, we have a first class rate, and what we have been witnessing is that there has been a shift that has been happening in terms of more people going into the front of the book or the rear pages of the book rather than being in the back of the book, and because of that particular reason our realization per head per ad is something that has been going up.  And in terms of the overall outlook on the advertising front, as I mentioned each of the three areas that we are in are showing good growth, there is competitive environment in each of those areas, and because of that we are getting much better increases in terms of the top line as well as of course the bottom line because you know in the print business there is very little increase in cost in terms of the direct cost that happens, and that is what is reflecting in a strong growth in the bottom line.

Sadanand

Okay, thank you very much.

Moderator

Thank you Mr. Sadanand.  Participants who wish to ask questions, may please press *1 now.  Participants who wish to ask questions may please press *1 now.

Pradeep Gupta

I would just like to add one more thing to the previous question which was asked by Mr. Sadanand, and that is that you know Pitch magazine had recently done a survey of the entire media industry and what they came out within that survey was that the highest growth that they are expecting on an industry level for the entire media industry was the highest in terms of online, next it was in terms of print, in fact print they said this year was going to be better than television.  The television growth was expected to be 9 or 10% and the print growth was expected to be 15%.  So those are the some of the numbers that I think analysts may be interested.

Sadanand

Right, I just have one question on that.  Hello?

Pradeep Gupta

Yeah

Sadanand

How is your online job portal is doing, how is operating environment there?

Pradeep Gupta

On the online job portal, you know, again there are looses that are there right now, which again if you look at that note #3, the total number of losses which are primarily brand building expenses that we have incurred, which is almost about a crore are so, 10.49 million in H1, our 49% works out to 51.4 lakhs, and that 5 million also is something that we have taken into, I mean, numbers that you see include this losses as well.  Once again, you know, if these losses had not been there, both losses coming because of Cyber Media Services and Cyber Media ___, the performance would have been still stronger, but again this is something that was planned for.  In terms of the brand building, you know, what has happened in this market is that unlike a lot of markets where Cyber Media has always been a pioneer this is one market where we are late entrants, you already do have strong players here which are Naukari, Monster, and Times Job, so we have taken a focused approach that we are only looking at technology jobs, we are not looking at on technology related jobs which are there and therefore we are trying to provide a very very high sort of a ….

Moderator

Mr. Sadanand

Sadanand

Yeah, yeah, I am here.

Moderator

Sir, there is some background noise coming through your line, somebody is speaking in your back I think.

Sadanand

Okay, I will take care of that.

Moderator

Mr. Gupta you can go ahead sir.

Pradeep Gupta

Yeah.  So I was saying that what has been happening there is you are looking at a much better skill sets and so on.  Now towards that when we started off in April, we had about 16,000 people whose CVs were there with us, but today that number has almost has reached about 75,000.  In terms of the total number, because you know, we started HR newsletter and so on, this is the way of getting more and more job seekers to come on, there the total enrollment that is now there is about 180,000.  Now our goal is two folds, one is to increase this number of 180,000 and also to ensure that more conversion happens, which means that these people then actually provide their CVs as well.  So last six months have been good, now we need to move into the next step of monitizing it.  In terms of Dice Inc got acquired by General Atlantic Partners in the US, and General Atlantic Partners is of course looking at aggressive strategy of internationalizing the entire business, I think we see good numbers and good growth coming here.  Again in terms of Q3 and Q4, we will have losses for this particular business, that is something that we will definitely be there because it will take us time to build up the brand, but again next year we are looking at the break even sort of a situation in this business.

Sadanand

I have a followup question to that.  What kind of an upscaling opportunity on the top line side you would be looking at going forward?

Pradeep Gupta

On the upscaling of the top line, I think the two businesses which are going to really contribute to that growth are both international in nature; one is global outsourcing, which I think that over the next three years it should be able to, I mean, if we are running an international magazine until and unless we look at a $5 million sort of a business happening in an international magazine it does not make sense for us to run an international magazine.  That is the sort of a goal that one would set for that publications, the second one is of course the content BPO work that we are doing, and in Cyber Media Services once again we think that over the next three years we should be able to build that as a strong business.  So those are the two businesses that will be solid contributors to the top line.  In terms of the bottom line, the impact of both of these will obviously come in more towards the later half of 2006-07 because initially there will be an investment phase that we will be going through.

Sadanand

Okay.

Pradeep Gupta

But again you know in terms of the investment phase considering the fact that the three core businesses which are there, the online, research, and publication, all three of them are growing well and are showing good profitability.  There is sufficient strength available in the company to be able to absorb those investments.  In terms of the global outsourcing business, of course, what has also happened is that our exposure is now derisked owing to 50:50 joint venture with CMP, and since they are putting in half the money and we are putting in half the money therefore the total exposure that we had earlier planned for also half, and the total investment that we were planning to make in that also becomes half.

Sadanand

Thank you very much.

Moderator

Thank you sir.  Next in line we have Mr. Rabindranath Nayak from Capital Market.

Rabindranath Nayak

Hello.

Pradeep Gupta

Hello Mr. Nayak.

Rabindranath Nayak

Sir, can you please give me the break up of the revenue, that is advertising revenue, coming from the economy rate and the business rate and first class rate?

Pradeep Gupta

I do not have this readily available with me right now.  I could definitely email this to you.

Rabindranath Nayak

Okay.

Pradeep Gupta

Let us flag this and I will email that to you.  There are other people also who are interested then I could…., can I have your email ID please?

Rabindranath Nayak

Rabindranath@capitalmarket.com
Pradeep Gupta

Sorry Rab, okay, Rabindranath.

Rabindranath Nayak

Yeah, another thing, how do you see your tie up with Business Week is going on?

Pradeep Gupta

Well, Business Week is you know bit of suspended animation right now, which is what I had informed the stock exchanges earlier because you know once the government policy came out which permits either 100% foreign content, but then, no Indian ads and no Indian content, which means essentially it becomes a print and distribute option or the other one which is that you can only 20% content from the foreign title and 80% has to be our own content.  Those models were not the kind of a model that we were looking at for Business Week, because in Business Week we wanted something were 80% of the stuff would come from Business Week and 20% would come from India, because it was being positioned at the global Indian, and then gradually over time we would have moved to 70:30 and 60:40, and finally we were hoping to settle at the 60:40 range.  Here it is you know either 100:0 or 20:80, now so therefore the McGraw Hill group of companies and us we discussed this entire thing and we said that let us work out what should be the entry strategy now, so we have been continuously sort of trying to figure out what would be the best way of doing it, ____ the space, because you know at the right sort of a time when we decide what, because the way we wanted to do it we cannot do, we now will need to work out how we address this.

Rabindranath Nayak

Okay, thank you sir.

Moderator

Thank you Mr. Nayak.  Next is the followup question from Mr. Nimish Chandan of Birla Mutual fund.  Over to you sir.

Nimish Chandan

Yeah, hi! Again.  I guess by ‘07 you will have a most stable model like the business that are taking in investments currently would start showing up numbers.  So for ‘07 what kind of business mix or revenue mix do you see from different segments?

Pradeep Gupta

Right now I think I would wait for another quarter before I gave those mixes, so you know as I mentioned the two areas that we are in are high value areas, high value growth areas, but at this time I would just like to wait for another quarter before giving you those numbers.

Nimish Chandan

Okay, fair enough.  On the margin side, we have seen some good improvement in margins, but on the steady state what kind of PAT margins would you be targeting?

Pradeep Gupta

These are better because you know if you look at these numbers you might find that even the manpower cost is something that has gone up for the company because as you must all be aware of that today you know in the media world there has been a number of battles that have been going on and consequently there has been a pressure in terms of manpower cost as well, so we also have gone ahead and have revised our manpower cost as well, and these numbers that you see are despite those changes that we have already incorporated.

Nimish Chandan 

These increments in manpower cost were affected in the last quarter, this quarter ending September?

Pradeep Gupta

Yes, they have been, you know, we do it twice a year, so some bit of it started happening from 1st of April and some bit of it would happen from 1st of October.

Nimish Chandan 

Okay, all right thank you and all the best.

Pradeep Gupta

Thank you

Moderator

Thank you Mr. Chandan.  Participants who wish to ask questions, may please press *1 now.  I repeat participants who wish to ask questions, may please press *1 now.  At this moment there are no further questions from the participants.  I would like to hand over the floor back to Mr. Pradeep Gupta for final remarks.  Over to you sir.

Pradeep Gupta

Okay, so finally what I would basically like to say is that the globalization track that we have taken is something that is definitely going to take Cyber Media places.  We are the first Media group in India to launch a truly global publication, which we are now more or less in the final stages of doing that and from 1st January we would have launched two international publications.  In terms of media services, again it is a high growth area, so the company is essentially entering into specific areas which are high growth areas, and because of those investments which are now being made by the company, we definitely would ensure that there is a good return for the investor.  With that I would like to thank all the participants for having spared their time and to be us today.  Thank you very much.

Moderator

Thank you very much sir.  Ladies and gentlemen, thanking for choosing WebEx conferencing service.  That concludes this conference call.  Thank you for your participation.  You may now disconnect your lines.  Thank you and have a nice evening.

NOTE:

1. Please verify the proper nouns and their spellings, and the acronyms.

2. Please verify the names of the speakers and their order of appearance.

3. Bolded words need to be confirmed for their accuracy. 
4. Blanks in the transcripts represent inaudible or incomprehensible words.
