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Q4FY20 Result Update

Change in Estimates | M Target | M Reco

Change in Estimates

Current Previous
FY22E FY23E FY22E FY23E
Rating SELL HOLD
Target Price 32 48
Sales (Rs. m) 1,02,682 1,13,053 1,35,260 1,43,620
% Chng. (24.1) (21.3)
EBITDAR (Rs. m)22,228 25,933 29,630 32,436
% Chng. (25.0) (20.0)
EPS (Rs.) 0.2) 5.7 4.7 5.9
% Chng. NM (4.1)

Key Financials - Standalone

Y/e Mar FY20 FY21E FY22E FY23E
Sales (Rs.m)  1,23586 42,096 1,02,682 1,13,053
EBITDAR (Rs.m) 8,594  (120) 22,228 25,933

Margin (%) 7.0 0.3) 21.6 22.9
PAT (Rs. m) (16,066) (24,842) (107) 3,404
EPS (Rs.) (26.8) (41.4) (0.2) 5.7

Gr. (%) NM NM NM NM
DPS (Rs.) S S - -

Yield (%) - - - -
ROE (%) NM NM NM NM
ROCE (%) NM NM NM NM
EV/Sales (x) 0.3 0.9 0.4 0.3
EV/EBITDAR (X) 23.0 NM 7.9 6.8
PE (x) NM NM NM 8.1
P/BV (X) NM NM NM NM
Key Data SPJT.BO | SJET IN
52-W High / Low Rs.153/ Rs.31
Sensex / Nifty 36,940/ 10,892
Market Cap Rs.28bn/ $ 369m
Shares Outstanding 600m
3M Avg. Daily Value Rs.385.12m

Shareholding Pattern (%)

Promoter’s 59.93
Foreign 0.85
Domestic Institution 9.61
Public & Others 29.61
Promoter Pledge (Rs bn) 26.37

Stock Performance (%)

M 6M 12M
Absolute (8.1) (49.9) (64.4)
Relative (10.4) (45.9) (64.2)

Paarth Gala
paarthgala@plindia.com | 91-22-66322242

SpicedJet (SJET IN)

Rating: SELL | CMP: Rs46 | TP: Rs32

Delicately placed

Quick Pointers:

" Recognized otherincome of Rs1.3bn/Rs6.7bn in 4Q20/ FY20 as compensation
for grounding of Boeing 737 Max.

"  Yields decline 10% YoY
®  Boeing 737 Max unlikely to return to service before 3QFY21

We cut FY22 and FY23 EBITDAR estimates by 25% & 20% respectively given
1) sluggish scale up of operations due to localized lockdowns and 2) low
consumer confidence due to rising incidence of Covid-19 cases

SJET reported weak 4Q20 operational numbers with RASK (excl Boeing
compensation) down 7.4% while non-Fuel CASK increased by 33.5% due to
Covid-19 led disruption with operations being suspended in late March. While
market leader Indigo reported 1% yield growth in the same period, SJET
reported 10% decline in yields despite industry leading load factors impacted
by 1) increased exposure to intensely competitive metro to metro routes and
2) dual class fleet operations. SJET continues to negotiate with Boeing
regarding compensation for the grounded Boeing 737 Max, we shall keep a
close eye on payment terms and actual flow of compensation.

On account of elevated costs due to 1) grounding of Boeing 737 Max 2)
operation of ageing inefficient ex-Jet Boeing 737 aircrafts and 3) a weak yield
environment, SJET’s finances were already under pressure and the ongoing
pandemic is likely to elevate the stress (FY20 - Net Debt of ~Rs8.3bn, Rs17bn
in trade payables). SJET has undertaken various measures to better manage
cash flows like 1) deferring payments to vendors including lessors 2)
renegotiating rentals and maintenance contracts 3) right sizing fleet size 4)
reduction in employee bill through pay cuts, leave without pay and 5) cutting
down all possible discretionary expenses. Although SJET is generating
positive cash flow through its cargo operations (8 dedicated freighters) and
with most pax flights currently contributing positively, given the limited scale
of operations these remain insufficient to cover all costs. We expect FY21
capacity to decline by 58% YoY while FY22/FY23 capacity is likely to be
86%/91% of FY20 capacity. Given the demand uncertainty and weak balance
sheet we value the stock at 7x Sept22 adj. EV/IEBITDAR arriving at target price
of Rs32. Downgrade to Sell.

Sales up by 13% aided by 23% increase in capacity: Revenues grew by 12% to
Rs28.6bn with Passenger revenue/Ancillary revenues growing at 6.3%/41.9%
respectively. EBITDAR loss of Rs2.7 impacted by Covid led disruption and Rs5bn
MTM forex loss. Adjusting for Rs1.3bn of Boeing 737 Max lease rentals & other
costs recognized as other income in lieu of compensation from Boeing, SJET
reported a loss of Rs9.4bn.
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Exhibit 1: Sales up by 13% led by 23% increase in ASKM

Y/e March Q4FY20 Q4FY19 YoY gr. (%) Q3FY20 FY20 FY19 YoY gr. (%)
Revenue from Operations (Rs mn) 28,639 25,313 13.1% 36,471 1,23,586 91,133 35.6%
Aircraft fuel expenses 10,850 8,194 32.4% 13,407 46,162 34,453 34.0%
Employee Cost 3,700 2,860 29.4% 4,059 15,258 10,570 44.3%
Other expenses 16,790 9,149 83.5% 14,010 53,573 33,242 61.2%
EBITDAR -2,702 5,109 -152.9% 4,995 8,594 12,868 -33.2%
EBITDAR margin -9.4% 20.2% 13.7% 7.0% 14.1%
Aircraft & engine rentals 1,327 4,005 -66.9% 1,025 3,630 12,967 -72.0%
Other Income 589 406 45.3% 332 1,760 1,448 21.5%
Depreciation & Amortization 4,557 669 581.3% 4,647 17,339 2,562 576.7%
Finance Cost 1,420 279 409.9% 1,387 5,450 1,313 315.1%
PBT -9,416 563 -1,732 -16,066 -2,526
Tax Expense 0 0 0 0 0
Adj PAT -9,416 563 -1,732 -16,066 -2,526
PAT margin -32.9% 2.2% -4.7% -13.0% -2.8%
Exceptional item 1,345 0 2,464 6,718 -635
Reported PAT -8,071 563 732 -9,348 -3,161
Key Operating Metrics
ASKM (mn) 7,647 6,230 22.8% 9,133 31,324 22,321 40.3%
RPKM (mn) 6,703 5,674 18.1% 8,194 28,071 20,535 36.7%
Load Factor % 87.7 91.1 -3.4% 1 90 92 -2.4%
Yield (Rs) 3.6 4.0 -10.0% 3.8 3.8 3.9 -3.4%
RASK (Rs) 4.0 4.1 -3.1% 4.3 4.0 4.2 -3.6%
Fuel CASK (Rs) 1.4 1.3 8.0% 15 15 15 -4.3%
Non-Fuel CASK (Rs) 3.6 2.7 33.4% 2.7 3.0 2.7 11.8%
CASK (Rs) 51 4.0 25.1% 4.2 4.5 4.3 6.0%
RASK - CASK (Rs) -1.1 0.1 0.1 -0.5 0.1
Source: Company, PL
Exhibit 2: ASKM grew 23% YoY despite B737 max grounding Exhibit 3: RPKM grew by 18% YoY
w ASKM (bn) % Growth (RHS) | w RPKM (bn) % Growth (RHS) |
10 { 59 70 9 - 70
g | 51 = 60 L 60
50 6 - 50
6 1 40 5 40
4 30 4 1 30
, | 20 3 20
10 1 A 10
'84'\%@'3’(5"%{5\@ <<~L'\q Q«‘LQQ«WQ{(«'VQQ«'»Q ((-\'\q’d'@’ Q«*’QX@ ° Q«'\q{(«'&((-\"fg{(«@((«"?
cFeEeFcFEeIFcFFIF cdFeeFFdedaodFed
Source: Company, PL Source: Company, PL
August 3, 2020 2



[l

SpicelJet

Exhibit 4: PLFs declined ~340 bps YoY

Exhibit 5: 10% YoY decrease in Yield (Pax rev/RPKM)
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Exhibit 6: Max grounding, Covid disruption impact spreads

Source: Company, PL

Exhibit 7: 1 aircraft returned in the quarter

RASK - CASK (Rs)

® Boeing 737 NG Boeing 737 Max
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Exhibit 8: SJET has gained considerable market share post Jet’s grounding

Domestic market share by pax carried (%)
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Source: Company, PL
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Financials
Income Statement (Rs m) Balance Sheet Abstract (Rs m)
Y/e Mar FY20 FY21E FY22E FY23E Y/e Mar FY20 FY21E FY22E FY23E
Net Revenues 1,23,586 42,096 1,02,682 1,13,053 Non-Current Assets
YoY gr. (%) 35.6 (65.9) 143.9 10.1
Aircraft Fuel Expenses 46,162 11,410 29,931 32,956 Gross Block 1,16,738 1,20,420 1,11,261 1,13,749
Employee Cost 15,258 10,127 10,113 10,946 Tangibles 1,16,200 1,19,782 1,10,523 1,12,911
Other Expenses 53,573 20,679 40,411 43,219 Intangibles 538 638 738 838
EBITDAR 8,594 (120) 22,228 25,933 Acc: Dep / Amortization 29,929 32,062 33,043 36,004
YoY gr. (%) (33.2) NM NM 16.7 Tangibles 29,564 31,650 32,575 35,473
Margin (%) 7.0 NM 21.6 22.9 Intangibles 365 413 468 531
Aircraft Lease Rentals 3,630 3,535 3,125 3,180 Net fixed assets 86,810 88,358 78,218 77,745
Tangibles 86,636 88,132 77,948 77,438
Depreciation and Amortization 17,339 16,921 15342 15,655 Intangibles 173 225 270 307
EBIT (12,375)  (20,576) 3,761 7,097 Capital Work In Progress - - - -
Margin (%) (10.0) (48.9) 3.7 6.3 Goodwill B ) ) )
Non-Current Investments 11,917 5,385 5,468 5,986
Net Interest 5,450 5,407 5,085 4,937 Net Deferred tax assets - - - -
Other Income 1,760 1,142 1,217 1,243 Other Non-Current Assets 8,674 2,652 3,389 3,731
Profit Before Tax (9,348) (24,842) (107) 3,404 Current Assets
Margin (%) NM NM NM 3.0 Investments 4 4 10 11
Inventories 1,776 923 1,125 1,239
Total Tax - - - - Trade receivables 15,458 5,767 5,908 6,195
Effective tax rate (%) - - - - Cash & Bank Balance 402 369 363 537
Other Current Assets 2,236 1,263 2,310 2,544
Profit after tax (9,348) (24,842) (107) 3,404 Total Assets 1,29,668 1,05,141 97,818 99,118
Minority interest - - - -
Share Profit from Associate - - - - Equity
Equity Share Capital 6,001 6,001 6,001 6,001
Adjusted PAT (16,066)  (24,842) (207) 3,404 Other Equity (21,793)  (46,635) (46,742) (43,338)
YoY gr. (%) NM NM NM NM Total Networth (15,793) (40,634) (40,742) (37,338)
Margin (%) (13.0) (59.0) (0.1) 3.0
Extra Ord. Income / (Exp) 6,718 - - - Non-Current Liabilities
Long Term borrowings 4,593 4,493 4,493 4,493
Reported PAT (9,348) (24,842) (207) 3,404 Provisions 6,285 4,639 4,020 4,700
YoY gr. (%) NM NM NM NM Other non current liabilities 153 3,157 3,132 3,392
Margin (%) (7.3) (59.0) (0.1) 3.0
Current Liabilities
Other Comprehensive Income - - - - ST Debt / Current of LT Debt 4,144 5,394 6,894 4,894
Total Comprehensive Income (9,348) (24,842) (107) 3,404 Trade payables 17,371 17,300 18,286 18,274
Equity Shares O/s (m) 600 600 600 600 Other current liabilities 44,983 44,510 43,146 41,074
EPS (Rs) (26.8) (41.4) (0.2) 5.7 Total Equity & Liabilities 1,29,668 1,05141 97,818 99,118
Source: Company Data, PL Research Source: Company Data, PL Research
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Cash Flow (Rs m) Key Financial Metrics
Yl/e Mar FY20 FY21E FY22E FY23E Y/e Mar FY20 FY21E FY22E FY23E
PBT (9,348) (24,842) (107) 3,404 Per Share(Rs)

Add. Depreciation 17,339 16,921 15,342 15,655 EPS (26.8) (41.4) 0.2) 5.7
Add. Interest 5,450 5,407 5,085 4,937 CEPS 21 (13.2) 25.4 31.8
Less Financial Other Income 1,760 1,142 1,217 1,243 BVPS (26.3) (67.7) (67.9) (62.2)
Add. Other 12,731 - - - FCF 26.2 15.6 32.3 32.9
Op. profit before WC changes 26,173  (2,513) 20,320 23,996 DPS - - - -
Net Changes-WC (7,428) 12,451 190  (3,169) Return Ratio(%)
Direct tax (327) - - - RoCE NM NM NM NM
Net cash from Op. activities 18,418 9,938 20,510 20,827 ROIC NM NM 3.9 7.2
Capital expenditures (2,712) (600) (1,100) (1,100) RoE NM NM NM NM
Interest / Dividend Income 599 - - - Balance Sheet
Others 326 12,608 (894) (870) Net Debt : Equity (x) (0.5) 0.2) (0.3) 0.2)
Net Cash from Invt. activities (1,787) 12,008  (1,994)  (1,970) Net Working Capital (Days) 0 (92) (40) (35)
Issue of share cap. / premium 4 - - - Valuation(x)
Debt changes (970) 1,150 1,500  (2,000) PER NM NM NM 8.1
Dividend paid - - - - P/B NM NM NM NM
Interest paid (1,012) (24,432) (19,446) (17,631) PICEPS 21.7 NM 1.8 15
Others (15,064) 1,359 (644) 940 EV/EBITDAR (Adj)) 23.0 NM 7.9 6.8
Net cash from Fin. activities (17,043) (21,923) (18,591) (18,691) EV/Sales 0.3 0.9 0.4 0.3
Net change in cash (368) 22 (75) 165 Dividend Yield (%) - - - -
Free Cash Flow 15,706 9,338 19,410 19,727 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m) Key Operating Metrics
Y/e Mar Q1FY20 Q2FY20 Q3FY20 Q4FY20 Y/e Mar FY20 FYZ1E FY22E FY23E
Net Revenue 30,021 28,456 36,471 28,639 EBITDAR (Rs mn) 8.504 (120) 22,228 25.933

Yoy ar. (%) 338 498 483 120 EBITDAR % 7.0 (0.3) 21.6 22.9
Aircraft Fuel Expenses 10,284 11,621 13,407 10,850 ASK (bn) 313 13.2 26.9 28.7
Employee Expenses 3,536 3,962 4,059 3,700 RPK (bn) 281 8.9 292 244
Other Expenses 9,358 13,415 14,010 16,790 PLE % 89.6 66.0 825 85.0
EBITDAR 6,842 (541) 4,995  (2,702) RASK (RS) 40 33 39 40

Margin (%) 22.8 NM 13.7 (9.4) CASK (Rs) 45 52 3.9 3.9
Aircraft Lease Rentals 646 633 1,025 1,327 RASK-CASK (Rs) ©0.5) 1.9 01
Depreciation / Depletion 3,723 4,363 4,647 4,557 Fleet Size 118.0 90.0 80.0 80.0
el 2473 (5.537) (676)  (8,586) Source: Company Data, PL Research

Margin (%) 8.2 NM NM NM
Net Interest 1,274 1,368 1,387 1,420
Other Income 326 512 332 589
Profit before Tax 1,525 (6,393) (1,732) (9,416)

Margin (%) 5.1 NM NM NM
Total Tax - - - -

Effective tax rate (%) 0.0 0.0 0.0 0.0
Profit after Tax 1525  (6,393) (1,732)  (9,416)
Minority interest - - - -
Share Profit from Associates - - - -
Adjusted PAT 1,525  (6,393) (1,732) (9,416)

YoY gr. (%) 500.3 NM NM NM

Margin (%) 5.1 NM NM NM
Extra Ord. Income / (Exp) 1,141 1,767 2,464 1,345
Reported PAT 2,667  (4,626) 732 (8,071)

YoY gr. (%) 500.3 NM NM NM
Margin (%) 8.9 NM 2.0 (28.2)
Other Comprehensive Income - - - -
Total Comprehensive Income 2,667 (4,626) 732 (8,071)
Avg. Shares O/s (m) 600 600 600 600
EPS (Rs) 4.4 -7.7 1.2 -13.4
Source: Company Data, PL Research
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Recommendation History

G No. Date Rating TP (Rs.) Share Price (Rs.)
S 1 10-Jul-20  Hold 48 51
130 2 14-Apr-20 Hold 48 49
3 14-Feb-20 BUY 130 88
v 4 03-Jan-20  BUY 163 106
- 5 14-Nov-19 BUY 163 114
6 03-Oct-19 BUY 198 124
sz ~ e o o o g S 7 09-Aug-19 BUY 198 138
: ¢ I & 2 &8 3
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 InterGlobe Aviation Accumulate 965 908
2 SpiceJet Hold 48 51
PL’s Recommendation Nomenclature (Absolute Performance)
Buy > 15%
Accumulate 5% to 15%
Hold +5% to -5%
Reduce -5% to -15%
Sell <-15%
Not Rated (NR) No specific call on the stock
Under Review (UR) Rating likely to change shortly
August 3, 2020 6
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ANALYST CERTIFICATION
(Indian Clients)

Well, Mr. Paarth Gala- B.Com Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately
reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s)
or view(s) in this report.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014
PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

It is confirmed that Mr. Paarth Gala- B.Com Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve
months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be engaged
in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company or act as an
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or
regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209

www.plindia.com
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