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IH hosted its investors meet, where it articulated its strategy to capitalize on business

pnli recovery, focus on new brands and businesses, pursue asset light growth, sustain spend
v optimization, strengthen the Balance Sheet, and focus on RoCE. Key highlights from the
meet are:
Stock Info To stay asset light through management contract room additions
E;i?:;iiﬁes i 1“1:32 B In FY18, management contract Hotels formed 32% of the overall portfolio,
M.Cap.(INRb)/(USDb) 1813/ 2.4 which has now increased to 46% (including Hotels in the pipeline). IH targets
52-Week Range (INR) 157 /76 to take it to 50% going forward. About 78% of current pipeline Hotels are
1,6, 12 Rel. Per (%) 11/13/35 under management contracts.
12M Avg Val (INR M) 407 m As per ‘Aspiration CY22’ announced in CY18, it looked to sign 15 Hotels under
Free float (%) 59.3 management contract annually. However, it added 22/29/17 Hotels in
. . FY19/FY20/FY21.
Financials Snapshot (INR b) . L. . .
Y/E Mar 2021 2022 2023¢ ™ [Hrecorded the highest number of new Hotel signings and openings in the
Sales 15.8 28.1 48.8 industry during CY20, with 17 signings and seven new Hotel openings.
EBITDA -3.6 2.8 11.5 ® |t generated a revenue of INR2.2b from management contracts, which it
PAT -8.4 -3.6 2.2 intends to take to INR3.5b.
EBITDA (%)  (23.0) 100 235 g |tjsto be noted that EBITDA flow through in management contract income is
EPS (INR) (7.1) (3.0) 18 70-80% and that too without deploying capital, thus the said initiative is RoCE
EPS Gr. (%) NA NA NA i
BV/Sh.(INR) 307 271 284 L.
Ratios
Net D/E 0.8 1.0 0.9 Unlock the potential from reimagined and new brands
RoE (%) (21.0) (105) 66 m |Hreimagined Ginger, which ensured: i) revenue at 63% of pre-COVID levels,
RoCE (%) (5.7)  (0.3) 8.0 ii) doubling of F&B revenue, iii) positive EBITDA in FY21, and iv) 78 hotels at
Payout (%) (6.6) (16.4) 32.9 . .
Valuations present (targets to take it to 100), with 36% Lean Luxe Hotels.
P/E (x) (21.5)  (50.0) s3> W The Chambers — Taj’s exclusive business club — was relaunched with
EV/EBITDA (x) (60.1) 78.2 19.0 enhanced features. It has over 2,200 members currently, and IH intends to
Div Yield (%) 03 03 0.4 increase the same to over 4,000. Currently, seven Chambers are operational,
FCF Yield (%)  (6.0) 0.9 3.4 with two in the pipeline. It has the potential to become an INR1.5b business,
Shareholding pattern (%) which is also margin accretive.
As On Mar-21 Dec-20 Mar-20 ® |H launched Qmin — a food delivery app. It has witnessed over 0.3m/0.1m app
Promoter 40.8 408  40.8 downloads/orders since its launch (now in 15 cities, targets over 25 cities). IH
DIl 29.2 296 343 charges 22% fees on the gross merchandise value in case of sales made
Fil 123 125 116 through management contract Hotels. The GMV potential of the Qmin brand
Others 178 172 134 is INR5b, with an EBITDA follow through of 50%.
Fll Includes depository receipts B ama Stays & Trails is India’s first branded homestay. It currently has a

portfolio of 44 bungalows, which can be scaled up to 500. IH doesn’t own the
properties. It simply manages the same through Hotels located in the vicinity,
thereby ensuring asset light growth (18% management fees are charged, of
which 3% are reimbursement fees); 80% EBITDA flow through from the
management fees earned.
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Apart from the above, several initiatives have been taken by IH in TajSATS and
7Rivers.

All of the above measures have one thing in common, incremental revenue with
higher EBITDA flow though can be generated without deploying capital.

Cost savings are here to stay

Total operating cost fell 45% to INR19.2b and fixed cost per month declined by
28% to INR1.2b in FY21 on the back of manpower optimization and reduction in
corporate overheads. Staff/room ratio has reduced substantially for IH across
brands via: i) redeploying 206 associates, and ii) reimagining ways of working,
which includes multi-skilling, a cluster approach, and shared services. Corporate
overheads have reduced 39% YoY to INR2.1b in FY21 on: i) redeployments and
restructuring, ii) prudence in resource allocation, and iii) synergies. IH doesn’t
expect corporate overheads to increase over INR2.5b.

IH has undertaken cost rationalization initiatives at The Pierre through: i)
manpower rationalization, ii) lease renegotiation, and iii) surrender of the leased
ballroom.

To be selective on capex, focus is on improving RoCE

Majority of room additions will be through the management contract route only
as IH intends to be selective in terms of owned room additions. It is constructing
a 371-room Ginger Hotel in Santa Cruz at a cost of INR2b. It already owns the
land, and so went ahead with the construction of the hotel. It will incur a capex
of GBP7m in St. James Court, London towards chambers and a new coffee shop,
and USD6m in The Pierre, New York towards renovation of the ballroom.

Of the total capital employed of INR96b, 50% pertains to domestic Hotel assets,
which generate 15% RoCE (on FY20). Around 28% of the consolidated capital
employed is deployed towards international Hotels. Including the same, RoCE
generated by the Hotel assets is 9%.

IH does not intend to deploy capital towards building the Sea Rock Hotel. It
rather intends to bring in a financial partner. The management said it would not
increase debt for inorganic acquisitions.

Valuation and view

IH started on its journey of re-imagination in CY18. It launched Aspiration CY22
and delivered onto the same. However, COVID-19 impacted the Hotel industry.
To ride out the COVID-19 outbreak, the management has laid down a new
strategy 'RESET 2020' (R: Revenue growth initiatives, E: Excellence initiatives, S:
Spend optimization initiatives, E: Effective asset management, T: Thrift and
financial prudence).

Through the RESET strategy in FY21, IH ensured: i) incremental revenue growth
of INR2.6b, ii) spends optimization of INR4.2b, iii) effective asset management
(sale of residential apartments and lease cost savings) of INR700m, and iv)
financial prudence in corporate expenditure of INR1.4b.

While FY21 earnings are weak, we expect a sharp recovery in FY22E/FY23E on:
a) a low base, b) improvement in ARRs once things normalize, c) improved
occupancies, d) positivity in cost rationalization efforts in FY21, e) an increase in
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F&B income as banqueting/conferences resume, and f) higher income from
management contracts.

B The company is in the right direction in growing its EBITDA as new revenue
generating avenues are having a higher EBITDA margin, and this is done without
deploying capital or with very minimal capital, which bodes well for RoCE.

m  We value the stock at 19x Jun’23E EV/EBITDA and arrive at a SoTP-based TP of
INR180. We maintain our Buy rating.

Exhibit 1: Valuation methodology

Multiple Value Value/

Particulars Methodology Metrics Jun'23E x) (INRm) share (INR)
IH — excluding JV/associate

EV EV/EBITDA (x) EBITDA 12,288 19 2,33,463 196
Less: Net debt -17,019 (14)
Less: Minority interest -6,346 (5)
Sub-total 2,10,099 177
JV/associate

Taj GVK (IH's share: 25.5%) — JV 20% discount to m-cap  Attributable m-cap 2,190 0.8 1,752 1.5
Oriental Hotels (IH's share: 35.7%) — associate 20% discount to m-cap  Attributable m-cap 2,483 0.8 1,987 1.7
Sub-total 3,738 3.1
Target price 2,13,837 180

Source: MOFSL

Other key takeaways from the investors meet:

m  MICE: Demand for the MICE segment will grow gradually as public gatherings
are currently prohibited. Corporate demand is picking up slowly, except for
Ginger Hotels, which have seen a sharp bounce back. In the backdrop of the
pandemic, return of corporate demand to pre-COVID levels is going to be slow.

m  Cost savings in the US: IH has managed to achieve permanent cost saving of
USD5m in the US through various cost saving measures.

m  RevPAR: Post surpassing the 60-65% occupancy threshold, RevPAR rates are
expected to bounce back to pre-COVID levels, resulting in higher profitability.

B TajSATS had a 50% market share in 4QFY21. It added new airline customers and
is focusing on the non-Aviation business.

m  Currently, IH has 150 operational Hotels, with 50 more in the pipeline.

B Manpower optimization: IH has optimized staff/room ratio, especially for
Ginger.

® Debt: Committed to pare debt to pre-COVID levels of INR18.6b v/s INR31.1b as
at the end of FY21.
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Exhibit 2: Significant impact of COVID-19 on the Indian Hospitality sector

>y YoY Decline in RevPAR
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Source: Company, MOFSL

Exhibit 3: Monthly revenue trend of IH’s domestic network hotels

*Date for All Dy tic Hotels inc. Gis - -
T Domestic Enterprise Revenue — IHCL (INR Cr)

Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec Jan Feb Mar Apr May

Source: Company, MOFSL
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Exhibit 4: Network hotel revenue for IH in FY21 as a percentage of FY20

Indian Hotel
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Exhibit 5: Sector view by the management

Source: Company, MOFSL

SHORT TERM

= &> Lockdowns, Restrictions
= &> Corporate demand

= <> International travel

= ‘I Domestic leisure

= “ Vaccinations coverage

= “ Consolidation, M&A

MEDIUM TERM

= “ Domestic travel rebound

= Int" hotel performance

= “ Corporate demand, MICE
= “ Re-brandings, Conversions
= “ Recovery in occupancies

= &> Rates under pressure

LONG TERM

= “ Rates, RevPARs rebound

=  Improved Profitability

= “» Homestays, a big business
= “* Focus on Sustainability

= &> Digital, a new way of life

= &> Corporate, a new normal

Exhibit 6: IH signed 70 hotels under management contracts over FY19-21

Source: Company, MOFSL

Close to 70 New Hotels Signed in Three Years

mm Mew Rooms Signed

3,582
3,258
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-632 468
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Source: Company, MOFSL
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Exhibit 7: IH leading industry, with the highest signings and openings
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Exhibit 8: Around 78% of pipeline Hotels are under management contracts

(33%)

(78%)

44%

® HoldCo » Group Companies ® Mgmt Contracts ® HoldCo © Group Companies & Mgmt Contracts ® HoldCo © Group Companies m Mgmt Contracts

Portfolio figures are as of Mar’21, includes Hotels in various stages of development | Source: Company, MOFSL

Exhibit 9: Targets for the management contract portfolio

2017-18 TODAY TOMORROW

* Hotel Portfolio: 158
€ I Hotel Portfolio: 221 Hotel Portfolio: 300

= LAl D PR Managed Portfolio Mix: 46% Managed Portfolio Mix: 50%

* Management Fees: X 210 Cr
g ees: = Management Fees: € 219 Cr* * Management Fees: 350 Cr

*Pre-COVID: FY 2019-20 Figure

Source: Company, MOFSL
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Exhibit 10: Growth envisaged in management fees

Indian Hotel
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Exhibit 11: Unlocking potential from reimagined and new brands

Source: Company, MOFSL

2017-18 TODAY

* Ginger: 52 Hotel Portfolio Ginger: 78 Hotel Portfolio

* The Chambers: 1.9K Members The Chambers: 2.2K Members

Qmin: £ 50 Cr GMV

ama: 44 Properties

7Rivers: 1 Brewpub

TOMORROW

Ginger: 100-150 Hotels

The Chambers: 4K Members

Qmin: £ 500 Cr GMV

ama: 500 Properties

7Rivers: 15 Brewpubs

Source: Company, MOFSL
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Indian Hotel
Exhibit 12: Manpower optimization
STAFF TO ROOM RATIO
I SUBSTANTIALLY REDUCED
Palace SeleQtions Vivanta Safari Ginger
HFY 20 EFY 21

Exhibit 13: Movement in net debt

Source: Company, MOFSL
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mm Net Debt ==-Net Debt to EBITDA

COVID Impact

Mar 2021

= =Net Debt to Equity

Target Debt
Pre Pandemic Levels

Target

Trailing 12 months basis | **Net debt, EBITDA on a pre Ind AS basis | Source: Company, MOFSL

Exhibit 14: Revenue trend

Exhibit 15: EBITDA trend
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Exhibit 16: Standalone ARR to return to FY20 levels by FY23E  Exhibit 17: Standalone occupancy trends
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Source: Company, MOFSL

Exhibit 18: Adjusted PAT trend

Source: Company, MOFSL

Exhibit 19: Net debt-to-equity trend

Adj. PAT (INRm) Net Debt to Equity (INRm) ==O==Net Debt to Equity Ratio (x)
1.6
1.2
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Source: Company, MOFSL Source: Company, MOFSL
Exhibit 20: RoE and RoCE trend
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Financials and valuations
Consolidated Income Statement (INRm)
Y/E March FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E
Total Income from Operations 40,230 40,206 41,036 45,120 44,631 15,752 28,093 48,840
Change (%) -4.0 -0.1 2.1 10.0 -1.1 -64.7 78.3 73.9
Total Expenditure 34,709 34,110 34,332 36,823 34,956 19,369 25,277 37,365
% of Sales 86.3 84.8 83.7 81.6 78.3 123.0 90.0 76.5
EBITDA 5,521 6,096 6,704 8,297 9,675 -3,618 2,815 11,476
Margin (%) 13.7 15.2 16.3 18.4 21.7 -23.0 10.0 23.5
Depreciation 2,848 2,994 3,012 3,279 4,042 4,096 4,328 4,450
EBIT 2,673 3,102 3,692 5,019 5,633 -7,714 -1,512 7,025
Int. and Finance Charges 3,756 3,238 2,690 1,901 3,411 4,028 4,850 5,129
Other Income 997 549 617 834 1,324 1,647 1,170 1,563
PBT bef. EO Exp. -86 413 1,618 3,951 3,546 -10,095 -5,192 3,459
EO Items -827 -108 225 66 410 1,600 0 0
PBT after EO Exp. -913 306 1,843 4,017 3,955 -8,495 -5,192 3,459
Total Tax 906 1,137 1,211 1,571 448 -1,553 -1,713 1,141
Tax Rate (%) -99.3 372.2 65.7 39.1 11.3 18.3 33.0 33.0
Minority Interest 493 -200 -376 -422 -37 259 139 145
Reported PAT -2,312 -632 1,009 2,868 3,544 -7,201 -3,617 2,172
Adjusted PAT -1,692 -551 840 2,819 3,237 -8,401 -3,617 2,172
Change (%) NA NA NA 2354 14.8 -359.5 -56.9 -160.0
Margin (%) -4.2 -1.4 2.0 6.2 7.3 -53.3 -12.9 4.4
Consolidated Balance Sheet (INR m)
Y/E March FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E
Equity Share Capital 989 989 1,189 1,189 1,189 1,189 1,189 1,189
Total Reserves 24,813 24,188 40,622 42,291 42,379 35,295 31,083 32,542
Net Worth 25,803 25,177 41,811 43,480 43,568 36,484 32,273 33,731
Minority Interest 7,429 7,378 7,774 7,999 7,649 6,346 6,346 6,346
Total Loans 45,260 33,830 24,270 23,260 26,020 36,330 39,130 37,930
Lease Liability 0 0 0 0 18,987 18,464 18,464 18,464
Deferred Tax Liabilities 2,382 2,820 3,563 3,768 1,869 781 781 781
Capital Employed 80,874 69,206 77,418 78,507 98,093 98,404 96,993 97,251
Gross Block 64,751 57,923 63,356 69,051 73,316 81,772 84,342 87,356
Less: Accum. Deprn. 2,661 5,506 7,385 10,663 14,706 18,802 23,130 27,580
Net Fixed Assets 62,090 52,417 55,971 58,388 58,610 62,970 61,212 59,776
Goodwill on Consolidation 5,527 5,737 5,655 5,835 6,146 6,110 6,110 6,110
Right-of-Use assets 15,833 15,297 15,297 15,297
Capital WIP 2,900 2,227 1,970 1,162 2,441 1,650 1,580 2,066
Total Investments 15,152 12,437 15,965 13,351 14,266 14,832 14,832 14,832
Curr. Assets, Loans and Adv. 12,305 13,173 14,184 17,102 17,887 14,269 14,001 16,980
Inventory 802 804 857 804 936 929 900 1,024
Account Receivables 2,420 2,721 3,286 3,214 2,900 2,198 2,309 3,211
Cash and Bank Balance 1,825 2,471 2,703 2,409 3,156 1,536 1,521 2,000
Loans and Advances 7,258 7,177 7,338 10,675 10,895 9,605 9,271 10,745
Curr. Liability and Prov. 17,099 16,785 16,328 17,331 17,090 16,723 16,039 17,809
Account Payables 3,240 3,370 3,513 3,253 3,893 3,178 3,116 3,890
Other Current Liabilities 11,846 11,305 10,349 11,579 10,441 10,920 10,394 11,233
Provisions 2,013 2,110 2,465 2,500 2,756 2,625 2,528 2,686
Net Current Assets -4,794 -3,612 -2,143 -229 798 -2,454 -2,038 -830
Appl. of Funds 80,874 69,206 77,418 78,507 98,093 98,404 96,993 97,251
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Financials and valuations
Ratios

Y/E March FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E
Basic (INR)
EPS -1.4 -0.5 0.7 24 2.7 -7.1 -3.0 1.8
Cash EPS 1.0 2.1 3.2 5.1 6.1 -3.6 0.6 5.6
BV/Share 21.7 21.2 35.2 36.6 36.6 30.7 27.1 28.4
DPS 0.0 0.2 0.3 0.5 0.5 0.4 0.5 0.6
Payout (%) 0.0 -53.9 41.9 25.3 20.5 -6.6 -16.4 32.9
Valuation (x)
P/E NA NA 215.1 64.1 55.8 -21.5 -50.0 83.2
Cash P/E 156.3 74.0 46.9 29.6 24.8 -42.0 254.4 27.3
P/BV 7.0 7.2 4.3 4.2 4.1 5.0 5.6 5.4
EV/Sales 5.7 5.4 5.0 4.6 4.6 13.8 7.8 4.5
EV/EBITDA 41.6 35.9 30.9 25.0 21.4 -60.1 78.2 19.0
Dividend Yield (%) 0.0 0.2 0.2 0.3 0.3 0.3 0.3 0.4
FCF per share 2.1 8.0 -0.1 1.7 2.0 -9.1 1.3 5.1
EV/Adj. Rooms (INR m) 24.6 22.9 20.9 20.6 19.9 20.3 20.2 19.7
EBITDA/Room (INR) 3,710 4,107 4,313 5,157 5,892 -6,489 2,903 6,551
Return Ratios (%)
RoE -7.0 -2.2 2.5 6.6 7.4 -21.0 -10.5 6.6
RoCE 3.4 3.8 4.6 5.9 6.8 -5.7 -0.3 8.0
RolC 8.9 -14.9 2.3 5.2 7.1 -7.9 -1.3 6.0
Working Capital Ratios
Fixed Asset Turnover (x) 0.6 0.7 0.6 0.7 0.6 0.2 0.3 0.6
Asset Turnover (x) 0.5 0.6 0.5 0.6 0.5 0.2 0.3 0.5
Inventory (Days) 7 7 8 7 8 22 12 8
Debtor (Days) 22 25 29 26 24 51 30 24
Creditor (Days) 29 31 31 26 32 74 40 29
Leverage Ratio (x)
Current Ratio 0.7 0.8 0.9 1.0 1.0 0.9 0.9 1.0
Interest Coverage Ratio 0.7 1.0 1.4 2.6 1.7 -1.9 -0.3 1.4
Net Debt/Equity 1.6 1.2 0.4 0.4 0.4 0.8 1.0 0.9
Consolidated Cash Flow Statement (INRm)
Y/E March FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E
OP/(Loss) before Tax -912 306 1,618 4,017 3,955 -10,095 -5,192 3,459
Depreciation 2,848 2,994 3,012 3,279 4,042 4,096 4,328 4,450
Interest and Finance Charges 3,293 3,015 2,073 1,068 2,087 2,381 3,680 3,567
Direct Taxes Paid -900 -868 -1,425 -1,571 -448 1,553 1,713 -1,141
(Inc.)/Dec. in WC 948 -599 -1,033 323 -1,402 -2,722 -431 -730
CF from Operations 5,278 4,848 4,246 7,115 8,235 -4,786 4,097 9,605
Others 910 498 675 0 0 1,600 0 0
CF from Operations incl. EO 6,188 5,345 4,920 7,114 8,235 -3,187 4,097 9,605
(Inc.)/Dec. in FA -3,657 4,193 -5,094 -5,067 -5,855 -7,629 -2,500 -3,500
Free Cash Flow 2,531 9,538 -174 2,048 2,380 -10,816 1,597 6,105
(Pur.)/Sale of Investments 5,028 4,425 -1,462 2,614 -915 -566 0 0
Others 1,196 496 912 -1,428 1,750 6,998 1,170 1,563
CF from Investments 2,567 9,114 -5,644 -3,882 -5,019 -1,197 -1,330 -1,937
Issue of Shares 0 0 14,999 0 0 0 0 0
Inc./(Dec.) in Debt -9,850 -11,719 -9,498 -1,010 2,760 10,310 2,800 -1,200
Interest Paid -1,880 -1,637 -4,089 -1,901 -3,411 -4,028 -4,850 -5,129
Dividend Paid -235 -458 -447 -725 -725 -476 -595 -714
Others -1 0 -7 110 -1,093 -3,042 -139 -145
CF from Fin. Activity -11,966 -13,814 957 -3,527 -2,470 2,764 -2,783 -7,189
Inc./Dec. in Cash -3,211 645 233 -294 746 -1,619 -15 479
Opening Balance 5,036 1,826 2,471 2,704 2,409 3,156 1,536 1,521
Closing Balance 1,825 2,471 2,704 2,409 3,156 1,536 1,521 2,000
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