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BSE SENSEX SEPCNX CMP: INR239  TP: INR290 (+21%) Buy

35,162 10,585

Bloomberg DELTAIN Revenue in-line, PAT marginally exceeds estimate

Equity Shares (m) 268 - - - - - - -

M.Cap.(INRb)/(USDb) 64.8/0.9 Casino margins maintained despite steep license fee hike

52-Week Range (INR) 401/198 Sharp pick-up in revenue; Casino biz revenue jumps 40%: Revenue grew 39%

1, 6, 12 Rel. Per (%) -4/-18/-3  YoY (est. of +34%) to INR2,014m in 2QFY19, primarily led by casino gaming

12M Avg Val (INR M) 975 segment (+40%) resulting from increased visitations (to 100k in 2QFY19 from

Free float (%) 668 81k in 2QFY18) and higher gross gaming revenue (GGR; +20% YoY). EBIDTA of
INR762m, too, exceeded our estimate of INR679m. EBITDA margin shrank 720bp

Financials & Valuations (INR b) YoY to 38% YoY (est. of 35%) due to contraction in online gaming margin (-

Y/E March 2018 20198 2020E - 3 o505 voy, -900bp QoQ to 2%) and higher license fee (+112% YoY). Adj. PAT

E‘::T?)a;es g; 2:2 12:8 increased 11% YoY to INR481m (est. of INR441m). For 1HFY19, revenue grew by

NP 15 19 26 42% YoY, EBITDA by 28% YoY and PAT by 39% YoY. We expect DELTA to deliver

EPS (INR) 58 7.1 9.7 revenue growth of 24%, EBITDA growth of 15% and PAT growth of 15% in

EPS Gr. (%) 89.4 233 356 2HFYI19.

BV/Sh. (INR) 629 658 749 Sequential recovery in blended EBITDA margin: On a blended basis, EBITDA

RoE (%) 119 112 137 margin expanded 300bp QoQ to 38% in 2QFY19. Notably, this was despite a

RoCE (%) 115 112 202 myted performance in online gaming, where margins contracted on account of

Payout (%) 0.0 6.8 >6 increased spend on rakeback and bonus for promotions (which was an attempt

Div. Yield(%) 0.0 0.2 0.2

to overcome competition from local and global players — this helped DELTA to
maintain its leadership position). Management expects to create value as
marketing and promotion spends continue, resulting in increased user base.
Concall highlights: Management estimates online gaming margin of 10-12% on a
stabilized basis; margins are not expected to reach high-teen levels (like in the
past) in near future. Total installed capacity for casinos is 2,200 gaming
positions, of which the company utilizes 1,000/1,100 on a daily basis. Moreover,
day-time gaming is an unknown concept in India, for which DELTA attempting to
create awareness and increase visitations.

Valuation view: We maintain our PAT estimates for FY19/20 and value the stock
at 30x FY20E EPS. Maintain Buy with a target price of INR290.

Estimate change
TP change
Rating change

11

Quarterly performance (INR m)

Y/E March FY18 FY19 FY18 FY19E 2QE Var
1Q 2Q 3Q 4Q 1Q 2Q 3QE 4QE %
Net Sales 1,286 1,453 1,622 1,716 1,873 2,014 2,069 2,055 6,077 8,011 1,941 4
YoY Change (%) 18.4 8.2 56.6 58.7 46% 39% 28% 20% 33.7 31.8 34%
Total Expenditure 833 798 935 1,041 1,219 1,251 1,278 1,274 3,606 5,015 1,262
EBITDA 453 655 687 675 654 762 790 781 2,470 2,996 679 12
Margins (%) 35.2 45.1 42.4 39.3 349 37.9 38.2 38.0 40.7 37.4 35.0
Depreciation 89 94 94 94 94 94 97 98 371 386 97
Interest 70 22 3 8 2 7 8 8 104 25 8
Other Income 37 86 79 84 83 83 45 35 286 245 55
PBT before EO expense 332 624 669 656 641 744 730 710 2,281 2,830 629 18
Extra-Ord expense -18 0 0 8 0 0 0 0 -10 0 0
PBT 350 624 669 648 641 744 730 710 2,292 2,830 629 18
Tax 127 194 225 191 225 267 212 199 737 906 189
Rate (%) 36.1 31.1 33.6 29.5 35.0 35.8 29.0 28.0 32.2 32.0 30.0
MI & P/L of Asso. Cos. 1 -2 -3 -4 -3 4 4 4 -1 -8 0
Reported PAT 223 433 447 453 414 481 522 515 1,555 1,932 441 9
Adj PAT 211 433 447 458 414 481 522 515 1,548 1,932 441 9
Margins (%) 16.4 29.8 27.6 26.7 22.1 23.9 25.3 25.1 25.5 24.1 22.7

Chintan Modi - Research analyst (Chintan.Modi@MotilalOswal.com); +91 22 39825422

Lopa Thakkar - Research analyst (Lopa.Thakkar@motilaloswal.com); + 91 22 3846 8029
Investors are advised to refer through important disclosures made at the last page of the Research Report.
Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital.
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Strong growth in casino and online gaming segments

Online gaming revenue grew 46% YoY (-10% QoQ); segmental EBIT margin
contracted from 38% in 2QFY18 (12% in 1QFY19) to 2% in 2QFY19. The QoQ decline
in online gaming revenue can be attributed to the high base (1QFY19 — poker
league, a one-off gaming event, was conducted in May 2018). Casino gaming
revenue grew 40% YoY; segmental EBIT margin was flat YoY at 37%. Hospitality
revenue declined 13% YoY to INR163.7m; the segment reported EBIT loss of
INR72.9m.

Others takeaways

m Casino revenue growth is backed by growth in visitations (from 81K in 1QFY19 to
100K) and GGR (+20% QoQ). Online gaming — revenue may appear to decline
QoQ in 2QFY19, but this is due to a non-recurring event - poker league, which
was conducted in May 2018 (1QFY19).

®  Margins in online gaming contracted due increased spends on rakeback and
bonus for promotions in order to overcome competition from local and global
players (such as pokerstars); this has helped Delta maintain leadership and value
will be created as marketing and promotions continue.

m  ‘Fantasy Sports’ was launched in April 2018. Currently, there are deposits of
INR2.5m-3m which are expected to grow to INR5-7.5m from October 2018. In
Fantasy Sports, the company started with cricket, eventually added football and
has gone live with Kabaddi in October 2018.

® Inventory increase refers to a rise in value of land parcel located in Goa and
owned by a subsidiary (INR250m).

m  Key driving factor for online gaming — liquidity, availability and ease of gaming at
any point of time.

m Total installed capacity for casinos is 2,200 gaming positions, of which the
company utilizes 1,000/1,100 positions per day. Utilization is skewed from 10pm
to 4am as opposed to international casinos where time of the day does not
matter. As per management this is yet to happen in India. The company ensures
dynamic pricing on weekends to not have to comprise a gamer for a tourist.

m  Sikkim has a potential to increase 3/4x, but flight connectivity has just
commenced — the tourist cycle and stability of operations need to set in.

®  Usual maintenance capex of INR50-100m likely to be incurred.

m  Other current assets mainly refer to prepaid license fee.
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Exhibit 1: Casino gaming up 40% YoY in 2QFY19 Exhibit 2: Casino gaming margins flat at 37% in 2QFY19
Casino Gaming Revenue (INR m) —O—YoY Growth(%) Casino Gaming Revenue (INR m) —O—EBIT margins
73% 73% 37% 37%
36% 37%
35%
33%,
1,157 1,450 1,560 1,636 1,767 2,029 1,157 1,450 1,560 1,636 1,767 2,029
1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19
Source: Company, MOSL Source: Company, MOSL
Exhibit 3: Online gaming margins shrank to 2% in 2QFY19 Exhibit 4: Hospitality segment incurred losses
Onlne Gaming Revenue (INR m) —O—EBIT margins Hospitality Revenue (INR m) —O—EBIT margins
233 227
2
35 175 164
- 9 - 0,
" 23% 5% 23%
35% -33%
_/EO0,
2% 45%
2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19
*Online gaming reporting commenced from 2QFY18 Source: Company, MOSL
Source: Company, MOSL
Exhibit 5: Blended EBIDTA expands 330bp to 38% in 2QFY19
EBITDA (blended) (INRm) —O— EBITDA margins (%)
45 42
39 38
35 —O0— 35
ﬁﬁ\_&' —0
655 687 675 654 762
453
1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19

Source: Company, MOSL
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Exhibit 6: 28% revenue CAGR expected over FY19-20

Exhibit 7: EBITDA to remain under pressure in FY19

Revenue (INRm) =—O=—Growth(%)
33.7 31.8
24.8

3,752 4,547 6,077 8,011 9,997

FY16 FY17 FY18 FY19E FY20E

EBITDA (INRm) =—O=—Margins (%)

40.7 40.5
36.1 37.4
3(2).2/0/0\0/0
4,049
2,470 2,996
1,206 1,640
FY16 FY17 FY18 FY19E FY20E

Source: MOSL, Company

Exhibit 8: Earnings to grow at 30% CAGR over FY19-20

Source: MOSL, Company

Exhibit 9: ROE to improve to 13.7% by FY20

Adjusted PAT (INRm)  =—O—Growth(%)

126.5 118.9
24.8 35.6
-311.
312 707 1,548 1,932 2,620
FY16 FY17 FY18 FY19E FY20E

RoOE(%)
13.7
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8.1
3.9
FY16 FY17 FY18 FY19E FY20E

Source: MOSL, Company

Exhibit 10: ROCE to improve to 20% by FY20E

Source: MOSL, Company

Exhibit 11: Debt free as of FY18

Gross Debt(INR m)

—O— Debt-Equity (x)

ROCE(%)
0.5 0.4
20.2
115 :
5 112
5.6
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FY16 FY17 FY18 FY19E FY20E FY14  FY15  FY16  FY17  FY18 FYI9E FY20E

Source: MOSL, Company

Source: MOSL, Company

16 October 2018



MoTiLAL OSWAL Delta Corp

Financials and valuations

Consolidated - Income Statement (INR Million)
Y/E March FY13 FY14 FY15 FYl6 FY17 FY18 FY19E FY20E
Total Income from Operations 4,254 5,586 3,000 3,752 4,547 6,077 8,011 9,997

Change (%) 16.6 31.3 -46.3 25.1 21.2 33.7 31.8 24.8
Total Expenditure 3,406 4,085 2,334 2,545 2,907 3,606 5,015 5,948

% of Sales 80.1 73.1 77.8 67.8 63.9 59.3 62.6 59.5
EBITDA 848 1,501 665 1,206 1,640 2,470 2,996 4,049

Margin (%) 19.9 26.9 22.2 32.2 36.1 40.7 37.4 40.5
Depreciation 81 166 347 359 361 371 386 401
EBIT 767 1,335 318 847 1,278 2,099 2,610 3,648
Int. and Finance Charges 155 334 513 413 350 104 25 20
Other Income 185 312 74 70 49 286 245 210
PBT bef. EO Exp. 797 1,313 -120 503 978 2,281 2,830 3,838
EO Items 52 -143 -49 105 -42 -10 0 0
PBT after EO Exp. 849 1,170 -169 608 1,020 2,292 2,830 3,838
Current Tax 325 478 155 202 280 737 906 1,228
Deferred Tax 15 42 -47 0 0 0 0 0

Tax Rate (%) 40.0 44.4 -64.1 33.2 27.4 32.2 32.0 32.0
Less: Minority Interest 216 297 -50 24 2 -1 -8 -10
Reported PAT 293 353 -228 382 738 1,555 1,932 2,620
Adjusted PAT 262 432 -148 312 707 1,548 1,932 2,620

Change (%) -47.6 64.7 -134.2 -311.5 126.5 118.9 24.8 35.6

Margin (%) 6.2 7.7 -4.9 8.3 15.6 25.5 24.1 26.2
Consolidated - Balance Sheet (INR Million)
Y/E March FY13 FY14 FY15 FYle FY17 FY18 FY19E FY20E
Equity Share Capital 227 228 231 231 232 268 271 271
Total Reserves 7,505 7,529 7,420 8,123 8,970 16,560 17,546 20,019
Net Worth 7,732 7,757 7,651 8,354 9,202 16,827 17,817 20,290
Minority Interest 1,616 525 244 270 160 141 141 141
Deferred Liabilities 4 57 160 0 0 0 0 0
Total Loans 4,850 3,524 3,372 2,428 2,210 14 14 14
Capital Employed 14,202 11,863 11,426 11,051 11,572 16,983 17,973 20,446
Gross Block 2,950 7,611 8,739 8,508 8,715 10,183 11,283 13,783
Less: Accum. Deprn. 332 488 800 1,160 1,521 1,892 2,279 2,680
Net Fixed Assets 2,619 7,123 7,938 7,348 7,194 8,290 9,004 11,103
Goodwill on Consolidation 868 477 604 1,258 1,327 3,946 3,946 3,946
Capital WIP 5,217 992 38 27 5 41 41 41
Total Investments 1,141 1,048 1,077 826 981 4,220 4,220 4,220
Curr. Assets, Loans&Adv. 5,495 3,291 2,459 2,100 2,715 3,183 1,828 2,505
Inventory 2,366 717 695 708 695 705 944 1,178
Account Receivables 145 674 228 142 43 83 154 192
Cash and Bank Balance 466 551 210 228 314 1,235 327 712
Loans and Advances 2,517 1,350 1,326 1,023 1,663 1,160 403 423
Curr. Liability & Prov. 1,138 1,142 911 899 1,000 2,854 1,222 1,525
Account Payables 774 730 735 806 906 2,760 1,097 1,370
Provisions 364 413 176 93 95 94 125 156
Net Current Assets 4,358 2,149 1,548 1,201 1,715 330 606 980
Deferred Tax assets 0 72 221 391 351 156 156 156
Misc Expenditure 0 0 0 0 0 0 0 0
Appl. of Funds 14,202 11,863 11,426 11,051 11,572 16,983 17,973 20,446

E: MOSL Estimates

16 October 2018 5



MoTiLAL OSWAL

Financials and valuations

Delta Corp

Ratios
Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E
Basic (INR)
EPS 1.2 1.9 -0.6 1.4 3.1 5.8 7.1 9.7
Cash EPS 1.5 2.6 0.9 2.9 4.6 7.2 8.6 11.2
BV/Share 34.1 34.1 33.2 36.2 39.7 62.9 65.8 74.9
DPS 0.2 0.2 0.1 0.2 0.4 0.0 0.4 0.5
Payout (%) 22.8 18.8 -12.5 14.5 13.2 0.0 6.8 5.6
Valuation (x)
P/E 125.8 -373.3 176.5 78.3 41.3 33.5 24.7
Cash P/E 91.0 276.8 82.1 51.8 33.3 27.9 21.4
P/BV 7.0 7.2 6.6 6.0 3.8 3.6 3.2
EV/Sales 11.6 21.6 17.0 14.0 9.9 7.6 6.1
EV/EBITDA 43.0 97.3 52.8 38.7 22.9 19.2 14.1
Dividend Yield (%) 0.1 0.1 0.0 0.1 0.1 0.0 0.2 0.2
FCF per share -3.7 6.8 3.2 4.6 4.0 3.1 -3.6 1.2
Return Ratios (%)
RoE 3.4 5.6 -1.9 3.9 8.1 11.9 11.2 13.7
RoCE 4.6 7.7 5.8 5.6 8.7 11.5 11.2 20.2
RolC 6.7 8.9 5.4 5.6 9.2 13.1 14.3 17.2
Working Capital Ratios
Asset Turnover (x) 0.3 0.5 0.3 0.3 0.4 0.4 0.4 0.5
Inventory (Days) 203 47 85 69 56 42 43 43
Debtor (Days) 12 44 28 14 3 5 7 7
Creditor (Days) 142 48 89 78 73 166 50 50
Working Cap. Turnover (Days) 334 43 23 4 -13 -118 0 0
Leverage Ratio (x)
Debt/Equity 0.6 0.5 0.4 0.3 0.2 0.0 0.0 0.0
Consolidated - Cash Flow Statement (INR Million)
Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E
OP/(Loss) before Tax 849 1,175 -166 596 978 2,281 2,830 3,838
Depreciation 81 166 347 382 361 371 386 401
Interest & Finance Charges 10 199 495 397 300 -182 -220 -190
Direct Taxes Paid -365 -332 -354 -156 -280 -737 -906 -1,228
(Inc)/Dec in WC 2,235 1,119 539 94 -427 3,083 -1,961 11
CF from Operations 2,810 2,327 862 1,313 932 4,816 130 2,831
Others 37 -49 -23 -156 180 125 0 0
CF from Operating incl EO 2,847 2,278 838 1,157 1,112 4,941 130 2,831
(inc)/dec in FA -3,692 -740 -107 -89 -185 -4,122 -1,100 -2,500
Free Cash Flow -845 1,538 731 1,068 927 819 -970 331
(Pur)/Sale of Investments 205 132 3 32 -155 -3,240 0 0
Others -643 1,257 -145 -63 49 -36 1,023 210
CF from Investments -4,129 650 -250 -120 -290 -7,397 -77 -2,290
Issue of Shares 49 22 145 0 1 5,500 -813 0
(Inc)/Dec in Debt 301 -1,158 -152 -524 -218 -2,196 0 0
Interest Paid -155 -310 -551 -427 -350 -104 -25 -20
Dividend Paid -109 -57 -62 -28 -98 0 -130 -147
Others 338 -1,340 -309 -40 -72 176 8 10
CF from Fin. Activity 425 -2,843 -929 -1,018 -736 3,377 -960 -157
Inc/Dec of Cash -857 84 -341 18 86 921 -907 385
Opening Balance 1,323 466 551 210 228 314 1,235 327
Closing Balance 466 551 210 228 314 1,235 327 712
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into account before interpreting the document. This report has been prepared on the basis of information that is already available in publicly accessible media or developed through analysis of MOSL. The views expressed are those of the analyst, and
the Company may or may not subscribe to all the views expressed therein. This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or
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