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Wonderla Holidays

Strong quarter; Floods in South pose threat to Q2

Wonderla Holidays Limited (Wonderla) reported strong operating
performance in Q1FY2020 with revenue and PAT growing by “13%
and “28%, respectively, in Q1IFY2020. Footfalls grew by 8% with the
Bangalore and Kochi parks seeing a rise of 9% and 12% respectively, in
footfalls in a seasonally strong quarter. Higher footfalls and operating
efficiencies helped operating margins (OPM) expand by 298 bps to
58.3%. The company has acquired 62 acres in Kelambakkam, Chennai
for its fourth park and work will begin once regulatory approvals comein.
The recent torrential rains and floods in Kerala and Karnataka will affect
footfalls in the Kochi and Bangalore parks in Q2FY2020 (seasonally
weak quarter). We maintain our Hold recommendation on the stock.

Key positives

¢ Overall footfalls grew by 8% driven by a 9% and 12% growth in the
footfalls in the Bangalore and Kochi parks.

¢ OPM improved by ~298 bps largely led by higher footfalls and
operating efficiencies.

¢ Occupancies in the Bangalore resort improved to 62% in Q1FY2020 as
against 45% in Q1FY2019.

Key negatives

¢ The Hyderabad park saw footfalls rise by just 4%.

+ Non-ticketing revenue per visitor grew by just 1%, lower than some
earlier quarters.

Our Call

Valuation: We have fine-tuned our earnings estimates for FY2020 and
FY2021to factor in the expected muted performance in Q2FY2020 (V14% of
FY2020 revenue) due to floods in Kerala and Karnataka. The management
has taken adequate steps to revive footfalls in the all the three parks. The
upcoming park in Chennai will make Wonderla one of the strong players
in the amusement parks space in India. However, we shall assess the
company’s performance for 1-2 quarters. Any sustained improvement in
the performance would act as a re-rating trigger. We maintain our Hold
recommendation on the stock with a revised price target (PT) of Rs. 290.

Key Risks

¢ Sustained muted performance of footfalls in the near to medium would
affect revenue growth.

¢ Any natural calamity or spread of epidemics would act as a key risk to
the footfalls and affect performance for a quarter or two.

Valuation Rs cr
Particulars FY17 FY18 FY19 FY20E FY21E
Revenue 263 271 282 320 378
OPM (%) 25.5 33.0 40.5 421 42.3
Adjusted PAT 34 38 55 69 85
% YoY growth - 13.5 43.9 241 237
Adjusted EPS (Rs.) 6.0 6.8 9.8 12.2 15.0
P/E (X) 113 36.4 25.3 20.4 16.5
P/B (x) 19 1.8 17 1.6 15
EV/EBIDTA (x) 19.9 15.3 1.5 9.4 74
RoNW (%) 5.9 51 7.0 8.2 97
RoCE (%) 81 72 97 17 13.8

Source: Company, Sharekhan Estimates
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Revenues grew in double digits; margin expansion sustains: For Q1FY2020, the net revenue of Wonderla
grew by 13.2% y-o-y to Rs. 117.6 crore driven by an 8.2% growth in overall footfalls. Ticketing and non-ticketing
revenue grew by “14% y-o-y and “11% y-o-y, respectively due to better footfalls in all three parks. However,
non-ticketing revenue per visitor remained flat. Higher operating efficiencies helped OPM improve by 298 bps
to 58.3%. Operating profit grew by 19.3% y-o-y to Rs. 68.6 crore. Strong operating performance and higher
other income resulted in a 27.5% growth in reported PAT to Rs. 42 crore as against Rs. 33 crore in Q1FY2019
(better than our expectation of Rs. 36.8 crore).

Bangalore park revenue grew in double digits; recovery seen in Kochi park footfalls: The Bangalore park
saw footfalls grow by “9% y-o-y, driving up revenue by 12.8% y-o-y to Rs. 53.4 crore. Footfall growth was
driven by increased market penetration initiatives, focused media promotions and higher contribution of online
portal bookings. The Hyderabad park revenue grew by 7% y-o-y to Rs. 31.3 crore led by a “4% increase in
footfalls. The Kochi park revenue grew by 18.9% y-o-y to Rs. 29.1 crore with footfalls registering V12% growth,
a huge jump compared to the last few quarters. Both, the Bangalore and Kochi parks witnessed a significant
rise in group /channel bookings. Non-ticketing revenue per person for the Kochi park grew by 4.8% y-o-y
whereas that of the Bangalore and Hyderabad parks stood almost flat. The revenue from the Bangalore
resort grew by V32.6% y-o-y to Rs. 3.8 crore, driven by a 62% occupancy rate in Q1FY2020, which improved

from 45% in Q1IFY2019.

Results (Standalone) Rs cr
Particulars Q1FY20 Q1FY19 y-o-y (%) Q4FY19 Q4FY19
Net Sales 17.6 103.9 13.2 60.7 93.9
Total expenditure 49.0 46.4 57 42.8 14.6
Operating profit 68.6 575 19.3 17.9 -
Other income 37 2.2 65.3 29 270
Interest cost 0.2 0.4 -49.0 0.0 -
Depreciation 10.4 9.9 55 9.9 57
PBT 61.7 49.5 24.6 10.9 -
Tax 19.6 16.5 19.0 3.9 -
Adjusted PAT 42.0 33.0 275 7.0 -
OPM (%) 58.3 55.3 298 bps 295 -
EPS (Rs.) 7.4 5.8 275 1.2 -
Source: Company; Sharekhan Research
Performance of the Kochi Park Rs cr
Particulars Q1FY20 Q1FY19 y-o-y (%)
Revenues (Rs.cr) 53.4 474 12.8
Footfalls (,000) 396.6 365.5 8.5
Avg. realisation (Rs.) 1347 1295 4.0
Avg. ticket rev. per visitor (Rs.) 1055 1004 51
Avg. non- ticket rev. per visitor (Rs.) 292 291 0.3
Source: Company; Sharekhan Research
Performance of the Bangalore Park Rs cr
Particulars Q1FY20 Q1FY19 y-o-y (%)
Revenues (Rs.cr) 291 24.5 18.9
Footfalls (,000) 252.8 2259 1.9
Avg. realisation (Rs.) 150 1082 6.3
Avg. ticket rev. per visitor (Rs.) 888 832 6.7
Avg. non- ticket rev. per visitor (Rs.) 262 250 4.8
Source: Company; Sharekhan Research

August 13, 2019 3

Stock Update



Sharekhan

Performance of the Hyderabad Park Rs cr

Particulars Q1FY20 Q1FY19 y-o-y (%)
Revenues (Rs.cr) 31.3 29.2 7.0
Footfalls (,000) 2496 239.5 4.2
Avg. realisation (Rs.) 1254 1221 27
Avg. ticket rev. per visitor (Rs.) 946 908 4.2
Avg. non- ticket rev. per visitor (Rs.) 308 313 -1.6

Source: Company; Sharekhan Research

Performance of the Bangalore Resort Rs cr
Particulars Q1FY20 Q1FY19 y-o-y (%)
Revenues (Rs. cr) 3.8 2.9 32.2
Total no of Rooms night (avail.) 7496 7515 -0.3
Occupancy (%) 62% 45%

Avg. Room rental for the period (Rs.) 4906 5059 -3.0

Source: Company; Sharekhan Research
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Financials in charts

Footfalls have improved post Q3

Bangalore park contributes “46% to revenue
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Outlook - Q1 was strong; Q2 will be another muted quarter

Wonderla registered a strong performance in Q1FY2020, as footfalls improved led by several company initiatives.
Q1 contributes V37% to the overall fiscal’s revenue. The recent floods in Kerala and Karnataka would result in soft
footfalls growth in a seasonally weak quarter. We expect the picture to improve in Q3, which is the second best
quarter for the business owing to the festive/holiday season. OPM might see some softness in Q2, but we expect
it to revive in Q3 and sustain at highs on a y-o-y basis in Q4 as well. Overall, we expect revenue to grow by 13%
and OPM to expand by 156 bps to 42.1% for FY2020.

Valuation

We have fine-tuned our earnings estimates for FY2020 and FY2021, factoring in the expected muted performance
in Q2FY2020 (“14% of FY2020 revenue) due to floods in Kerala and Karnataka. The management has taken
adequate steps to revive footfalls in the all the three parks. The upcoming park in Chennai will make Wonderla
one of the strong players in the amusement parks space in India. However, we shall assess the company’s
performance for 1-2 quarters. Any sustained improvement in the performance would act as a re-rating trigger. We
maintain our Hold recommendation on the stock with a revised price target (PT) of Rs. 290.

One year forward EV/EBITDA (x) chart
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About company

Wonderla is one of the largest theme park operators in India and has been in the business for over 19 years.
The company launched its first amusement park in Kochi, followed by parks in Bangalore and Hyderabad
and owns a resort located near its Bangalore park. The company has an in-house manufacturing facility in
Kochi for construction of rides and attractions.

Investment theme

Wonderla is one of the top entertainment companies in India with three amusement parks in Kochi, Bangalore
and Hyderabad. Despite an asset-heavy model, the company has a strong balance sheet with no debt on
books as strong cash-flows take care of incremental capex requirements. Recent performance was affected by
events such as floods and epidemics in Kerala and the general slowdown. However, Q1FY2020 was a relatively
better quarter as footfalls improved. Q2 will be affected by the floods in Kerala and Karnataka. Any sustained
improvement in footfalls will act as a re-rating trigger for the stock.

Key Risks
¢ Sustained muted performance of footfalls in the near to medium would affect revenue growth.

¢ Any natural calamity or spread of epidemics act as key risk to the footfalls and affect performance for quarter
or two.

Additional Data

Key management personnel

Arun K Chittilappilly Managing Director
M Ramachandran Chairman

George Joseph Vice Chairman
Srinivasulu Raju Y Company Secretary

Source: Company Website

Top 10 shareholders

Sr. No. Holder Name Holding (%)
1 Kochouseph Chittilappily T 26.2
2 Chittilappilly Kochouseph Thomas 26.2
3 Chittilappilly Mithun Koch 11
4 Kochouseph Sheela Grace 10.5
5 Chittilappilly Arun Kochouseph 73
6 Chittilappilly Kochouseph 4.9
7 K Chittilappilly Trust 4.9
8 Joseph Priya Sarah Cheeran 47
9 Arav Chittilappily Trust 47
10 Steinberg India EM OP Fund 4.3

Source: Bloomberg

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

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: INPOO0O005786;
Mutual Fund: ARN 20669; Research Analyst: INHOO0006183;

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.



