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Stock Update
Soft Q1, long-term outlook remains intact

(%) 1m 3m 6m 12m

Absolute 7.4 7.8 50.5 20.9

Relative to Sensex 0.9 -0.9 31.7 6.5

Inox Leisure

Reco: Buy  |  CMP: Rs329

Key points

We met INOX Leisure Limited’s (ILL) CFO Mr. Kailash 
B Gupta on its screen expansion strategy and the 
management outlook on growth rates in average 
ticket price (ATP), F&B and advertisement revenues 
in FY2020E. We also discussed the impact on lease 
accounting due to the implementation of AS 116, 
effective from April 2019. 

�� 	Growth momentum to be moderated in 
Q1FY2020E: ILL’s revenue growth on y-o-y 
basis is expected to moderated in Q1FY2020E 
compared to both Q1FY2019 and Q4FY2019 
despite Q1 being a seasonally strong quarter, 
owing to lower number of quality contents 
(Avenger End Game, Maharshi, Bharat) during the 
quarter and higher revenue base of Q1FY2019 
(owing to movies like Avengers: Infinity War, 
Raazi, Race3, Baaghi 2, and Jurassic World: 
Fallen Kingdom, etc). Initiatives like cricket world 
cup screening during the quarter would aid the 
revenue growth to some extent considering its 
ticket price is 3x of the normal ticket price, though 
it is being exhibited only in 25 screens.          

�� 	Pace of screen addition to continue: The 
management indicated that the pace of screen 
addition would continue in FY2020E, expect 
addition of 80 screens (85 screens added in 
FY2019) with a capex of Rs. 300-330 crore. 
The capex would be funded through internal 
accruals. The company plans to add 25, 10, 25 
and 20 screens in Q1FY2020E, Q2FY2020E, 
Q3FY2020E and Q4FY2020E respectively. 
The ILL management focuses on adding more 
screens in the premium segment along with lower 
seating capacity per screen and prime locations, 
which would help in improving the blended ATP 
and occupancy rate. The management believes 
that an addition of 100 screens per year with an 
average occupancy rate in the range of 26-29% 
for next 2-3 years can be possible.

�� 	Operating metrics are expected to improve 
going ahead:  ILL added 85 screens (highest 
screen opening for the industry in a year) during 
FY2019 and also reported highest ad-revenue 
growth rate for the industry for eight consecutive 
quarters. The management guided that FY2020E 
ATP growth is expected to be at high single-digit 
(no price hike taken in last six months, likely to take 
price hike of 6-7% post Q2FY2020E), while the 
SPH growth is expected to accelerate on account 
of introduction of new menu lists and anticipation 
of higher conversion. Ad revenue growth rates 
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Valuation Rs cr

Particulars FY18 FY19 FY20E FY21E

Total revenue 1,348 1,692 1,977 2,343

EBITDA margin (%)           15.6           18.3           17.2           17.6 

Adjusted net profit 123 138 147 186 

Adjusted EPS* (Rs.) 12.8 14.1 14.9 18.9

PER (x) 25.7 23.4 22.1 17.4

P/BV (x) 4.5 3.1 2.7 2.3

EV/EBITDA 16.3 11.1 9.7 7.4

ROE (%)           18.4           14.4           13.2           14.3 

ROCE (%)           13.4           20.9           19.7           21.2 

*Treasury shares excluded while calculating EPS
Source: Company, Sharekhan Research

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.

will be driven by new screen addition, increase in 
volume and annual rate hike of 5-6%. However, 
we expect the ad revenue growth momentum 
in FY2020E to taper off against the ad revenue 
growth in FY2019 (27% y-o-y) and FY2018 (45% 
y-o-y).     

�� 	AS 116 lease accounting, to enhance EBITDA, 
however to have an adverse impact at PAT 
level:  The management highlighted that the 
company will be adopting AS 116 from the current 
financial year (AS 116 to have a bearing on the 
entire industry). Under AS 116, operating leases 
will now be classified as financial leases, hence 
the entire rent of properties upto the agreement 
tenure will be accounted as an under gross block 
on the asset side with corresponding impact as 
debt on the liabilities side of the balance sheet. 
Hence the rent earlier charged to P&L will now be 
charged to P&L as depreciation & amortisation 
and interest. This will result in higher profitability 
at EBITDA level and have an adverse impact at 
the PAT level. The management has stated that 
had the AS116 been implemented in FY2019 

the impact on EBITDA would be ~Rs 250 crore 
favourable and adverse ~Rs 50 crore at PAT 
level, also the asset and liability side would have 
increased by ~ Rs 2000 crores. The company 
will provide comparable figures for the next four 
quarters. 

�� 	Maintain Buy with a revised PT of Rs 390: 
We have fine-tuned our earnings estimates for 
FY2020E and FY2021E given the management’s 
confidence on number of screens addition and 
its guidance on growth rate in ATPs in FY2020E. 
We remain positive on Inox Leisure as it has a 
strong balance sheet (net-debt free) along with 
healthy cash-flow generation profile. Further, 
ILL’s treasury shares (Rs 142 crores at CMP) along 
with non-core assets (valued at Rs 350 crores) 
represent around 15% of its current market 
capitalisation. Given the increasing footfalls 
monetisation efforts and higher screen openings, 
we expect the company to report healthy revenue 
and earnings CAGR of 18% and 16% respectively 
over FY19-21E. Hence, we maintain our BUY 
rating on the stock with a revised PT of Rs 390.



Disclaimer: This document has been prepared by Sharekhan Ltd. (SHAREKHAN) and is intended for use only by the person or entity 
to which it is addressed to. This Document may contain confidential and/or privileged material and is not for any type of circulation 
and any review, retransmission, or any other use is strictly prohibited. This Document is subject to changes without prior notice. 
This document does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official 
confirmation of any transaction. Though disseminated to all customers who are due to receive the same, not all customers may 
receive this report at the same time. SHAREKHAN will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable and SHAREKHAN 
has not independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While 
we would endeavour to update the information herein on reasonable basis, SHAREKHAN, its subsidiaries and associated companies, 
their directors and employees (“SHAREKHAN and affiliates”) are under no obligation to update or keep the information current. Also, 
there may be regulatory, compliance, or other reasons that may prevent SHAREKHAN and affiliates from doing so. 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. Recipients 
of this report should also be aware that past performance is not necessarily a guide to future performance and value of investments 
can go down as well. The user assumes the entire risk of any use made of this information. Each recipient of this document should 
make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies 
referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and 
risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. We do not undertake to 
advise you as to any change of our views. Affiliates of Sharekhan may have issued other reports that are inconsistent with and reach 
different conclusions from the information presented in this report.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any 
locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation 
or which would subject SHAREKHAN and affiliates to any registration or licensing requirement within such jurisdiction. The securities 
described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession 
this document may come are required to inform themselves of and to observe such restriction.

The analyst certifies that the analyst has not dealt or traded directly or indirectly in securities of the company and that all of the 
views expressed in this document accurately reflect his or her personal views about the subject company or companies and its or 
their securities and do not necessarily reflect those of SHAREKHAN. The analyst further certifies that neither he or its associates 
or his relatives has any direct or indirect financial interest nor have actual or beneficial ownership of 1% or more in the securities of 
the company at the end of the month immediately preceding the date of publication of the research report nor have any material 
conflict of interest nor has served as officer, director or employee or engaged in market making activity of the company. Further, the 
analyst has also not been a part of the team which has managed or co-managed the public offerings of the company and no part 
of the analyst’s compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this 
document. Sharekhan Limited or its associates or analysts have not received any compensation for investment banking, merchant 
banking, brokerage services or any compensation or other benefits from the subject company or from third party in the past twelve 
months in connection with the research report. 

Either SHAREKHAN or its affiliates or its directors or employees / representatives / clients or their relatives may have position(s), make 
market, act as principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested 
in any of the securities or related securities referred to in this report and they may have used the information set forth herein before 
publication. SHAREKHAN may from time to time solicit from, or perform investment banking, or other services for, any company 
mentioned herein. Without limiting any of the foregoing, in no event shall SHAREKHAN, any of its affiliates or any third party involved 
in, or related to, computing or compiling the information have any liability for any damages of any kind.

Compliance Officer: Mr. Joby John Meledan; Tel: 022-61150000; email id: compliance@sharekhan.com;

For any queries or grievances kindly email igc@sharekhan.com or contact: myaccount@sharekhan.com

Registered Office: Sharekhan Limited, 10th Floor, Beta Building, Lodha iThink Techno Campus, Off. JVLR, Opp. Kanjurmarg 
Railway Station, Kanjurmarg (East), Mumbai – 400042, Maharashtra. Tel: 022 - 61150000. Sharekhan Ltd.: SEBI Regn. Nos.: BSE 
/ NSE / MSEI (CASH / F&O / CD) / MCX - Commodity: INZ000171337; DP: NSDL/CDSL-IN-DP-365-2018; PMS: INP000005786;  
Mutual Fund: ARN 20669; Research Analyst: INH000006183;

Disclaimer: Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges and the T&C on www.sharekhan.com; 
Investment in securities market are subject to market risks, read all the related documents carefully before investing.

Know more about our products and services

For Private Circulation only


