Indian Hotels (noHo)

CMP: % 141

Target: ¥ 170 (21%)

Target Period: 12 months

August 12, 2021

Impacted by second wave...

About the stock: With room inventory of 19,425 rooms, Indian Hotels occupies a
diversified position in the hotel industry through brands such as Taj, Vivanta,
SeleQtions and Ginger brands.

e |HCL also has a selective presence in the luxury segment in the US, UK, Africa,
Sri Lanka, the UAE and Maldives through owned/managed properties

e The company enjoys strong support from its key promoter Tata Sons and is also
an important strategic business for the Tata Group

Q1FY22 Results: Results remained weak, mainly impacted by second Covid wave.

e Revenues were down 44% QoQ to % 344.6 crore. Occupancy at standalone
level was at 28.5%. However, average room rate saw a sharp jump of 45%
YoY to % 7024/room leading to RevPAR growth of 101% YoY to ¥ 1992/room

e Operational loss came in at ~% 149 crore vs. loss of T 266 crore last year

e The company reported net loss of T 242.3 crore

What should investors do? The balance-sheet provides strong immunity to
weather challenges while cost rationalisations would drive healthy margin
expansion.

e We remain positive on the company and maintain our BUY rating

Target Price and Valuation: We value IHCL at % 170 i.e. 23x FY23E EV/EBITDA.

Key triggers for future price performance:

e The ongoing crisis to restrict overall room supply in the industry for next
three to four years, auguring well for branded players like Indian Hotels

e The cost optimisation drive initiated in FY21 would provide fruitful results,
going forward. Expect EBITDA margins of over 24% by FY23E

e The company has strong financial flexibility in terms of raising low cost debt
if the need arises
Alternate Stock Idea: Apart from Indian Hotels, in our hotel sector coverage we
also like EIH.

e |t is the premium segment key domestic hotel player. Like Taj, it also has
strong hotel brands like Oberoi & Trident. It has a strong balance sheet

e BUY with a target price of ¥ 150/share

Key Financial Summary

FY18 FY19 FY20 Fyz1 S Year CAGR

(%)

Net Sales 4,104 4,512 4,463 1,575 (27.3)

EBITDA 670 830 968 (362) PL
EBITDA (%) 16.3 18.4 217 (23.0)

Net Profit 101 287 259 (720) PL
EPS R) 0.8 2.4 2.7 (1.2)
EV/EBITDA 21.7 23.0 20.0 (55.9)
RoNW 2.2 6.5 7.3 (23.3)
RoCE 5.5 7.4 7.0 (6.1)
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Key performance highlights

Consolidated revenue fell ~44% QoQ to T 344.6 crore (vs. I-direct estimate:
% 498.2 crore) while standalone revenues fell 55.3% QoQ to % 207.4 crore

Occupancy at standalone level was at 28.5%. However, average room rate
saw a sharp jump of 45% YoY to ¥ 7024/room leading to RevPAR growth of
101% YoY to T 1992/room

International hotel rooms, especially in US and UK witnessed a sharp
rebound with 237% YoY jump in revenues that narrowed down EBITDA
losses from X 55 crore last year to % 19 crore in Q1FY22

Fixed cost per month broadly kept at ¥ 126 crore/month i.e. similar levels of
last year and 77% of pre-Covid levels. Staff to room ratio has been brought
down from 1.53x last year to 1.09x in Q1FY22

Gross debt has increased from ¥ 3,663 crore in FY21 to T 4,042 crore in
Q1FY22 to maintain the liquidity. Net debt is now at ¥ 3,612 crore with net
D/E ratio of 0.91x vs 0.73x FY21. Average cost of debt is at 6.9% (up 40 bps
from March 2021)

The board has replaced high cost bearing 9.95% NCDs of ¥ 250 crore with
6.7% NCD (unsecured) in July 2021. The board has further approved fund
raising not exceeding T 250 crore through ECB/FCB or NCD

While the second wave of pandemic has impacted domestic demand
severely, July 2021 saw a very healthy trend with overall business
surpassing Q1 of FY21 (i.e. ¥ 144 crore)

ICICI Securities | Retail Research

ICICI Direct Research



ﬂ Result Update | Indian Hotels Company Ltd ICICI Direct Research

Exhibit 1: Quarterly financial performance

Q1FY22 Q1FY22E Q1FY21 YoY (%) Q4FY21 QoQ (%)

Total Operating Income 344.6 498.2 143.6 139.9 615.0 -44.0
Other Income 25.8 27.4 31.7 -18.8 11.5 124.9
Raw Material Expenses 28.1 46.1 9.2 206.1 56.9 -50.6
Employee Expenses 248.6 205.3 239.8 3.7 208.0 19.6
Other Expenses 216.7 225.9 160.7 34.9 278.9 -22.3
EBITDA -148.8 20.9 -266.0 -44.1 71.3 -308.7
EBITDA Margin (%) -43.2 42 -185.2 NA 11.6 NA
Interest 100.9 100.9 87.9 14.7 106.1 -5.0
Depreciation 104.5 104.5 100.1 4.4 104.3 0.2
PBT -328.4 -157.0 -336.2 PL  -102.3 PL
Exceptional 0.0 0.0 -86.1 -100.0 -25.4 -100.0
Less: Tax -108.4 -51.8 -69.3 56.4 -12.4 773.3
PAT -242.3 -106.4  -279.9 -13.4 -91.3 165.4

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY22E FY23E

(X Crore) 0ld New % Change 0ld New % Change Comments
With beginning of the vaccination drive, we expect FY22 to be

Revenue 2,524.2  2,403.2 -4.8 4,182.0 4,182.0 NA the year of major recovery in international market followed by
strong domestic recovery from FY23E onwards.

EBITDA 258.9 221.5 -121 1,027.6 1,027.6 NA

EBITDA Margin (%) 10.3 9.5 -79 bps 24.6 24.6 NA

PAT -307.2 -331.5 NA 301.6 301.6 NA

EPS R) -2.6 -2.8 NA 25 25 NA

Source: Company, ICICI Direct Research
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Key triggers for future price performance

Cost optimisation drive to reap benefit in long run: After achieving ~75% target
set in Aspire 2020, the focus has shifted to R.E.S.E.T 2020. Under this, the company
is maximising the revenue potential through initiatives. Further, IHCL is focusing
more on bringing the cost efficiency through various measures. As visible fixed cost
per month reduced from ¥ 163 crore to ¥ 118 crore leading to average savings of
¥ 135 crore per quarter. The key levers are 1) decline in staff to room ratio from 1.53
in FY20 to 1.14 during FY21 through redeployments in new properties and
multiskilling 2) lease rental waivers of ¥ 49 crore, 3) savings of ¥ 67 crore through
prudence in all other corporate expenditure. We believe these initiatives will bode
well in the long term as business returns to normal

Liquidity profile to improve: The company raised ~% 1000 crore of long term debt
during FY21 to maintain the liquidity. Gross debt is now at T 4042 crore with net D/E
ratio of 0.91x. The average cost of debt is at 6.9% (up 40 bps from March 2021).
However, going forward, recovery in the international segment, deferral of capex,
reduced opex provides us comfort on the liquidity front.
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Financial story in charts

Exhibit 3: Current trends in hotel sector
Hotels Sector
Key Stats (India Average)
@ M-o-M Y-0o-Y @ May Apr Mar
201 2021 201

_—
%- ADR 3,600 - ¥3,800 ™ 14-16% ADR ™ 17-19% N 2-4% J 4-6% b 22-24%

i Occupancy 30% -32% “t12-14pp’ Occupancy 4 10-12pp 1 3-5pp “t 18-20pp ™ 17-19pp

ag' E RevPAR 21,080 - 21,250 - 93-95% RevPAR ™ 78-80% 1 22-24% T 149-151% P 21-23%

Increase in Domestic Air M-0-M increase Q1 RevPAR recovery

across all parameters stronger than last year

Traffic by 47% in June

Source: Company, ICICI Direct Research

Exhibit 4: RevPAR trend of company vs. industry

*Data for Domestic Motels incl. Ginger
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Source: Company, ICICI Direct Research

Exhibit 5: Total 23% cut in fixed cost expenses from pre-Covid levels

ikl Fixed Expenses per Month

. FY 2019/20 Ol 2020021 O 202,22

Source: Company, ICICI Direct Research
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Exhibit 6: Manpower optimisation continues across brands

STAFF TO ROOM RATIO
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Source: Company, ICICI Direct Research
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xhibit 7: Comparison of revenues from current year and last year with pre-Covid levels
Q1 2021/22 Revenue Recovery @38% vs 19/20, Better than last year

Domestic Hotels incl. Ginger - Enterprise Total Revenue as a % of Q1 - 19/20 [ [s Ny

38%

el 7 [25% . -

April May June Q1

International Hotels Total Revenue as a % of Q1 - 19/20 WOy Py

365 EC 38% [k 36% XS

April May June Q1

Source: Company, ICICI Direct Research

Exhibit 8: Revenue recoveries in key domestic cities: Rajasthan, Hyderabad, Chennai & Goa tops in terms of recovery
BCY HEPY

IL'LII'II_L

Mumbai Delhi & NCR Bengaluru Chennai Rajasthan Hyderabad Kolkata Kerala
qQi121/22 )
mmn-mn
Q120/21
vs 19/20 24% 8% | 10% | 16%

Source: Company, ICICI Direct Research
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Exhibit 9: Monthly total revenue trend (consolidated) Exhibit 10: Monthly total revenue trend (Standalone)
ECY [QPY ECY @PY
TOTAL TOTAL
REVENUE 123 150 REVENUE
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Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit 11: Monthly EBITDA trend (Consolidated) Exhibit 12: Monthly EBITDA trend (Standalone)
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Source: Company, ICIC] Direct Research Source: Company, ICICI Direct Research

Exhibit 13: Expect sharp recovery in the revenues postExhibit 14: EBITDA margins to cross 24% by FY23E
unlocking
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Financial summary

ICICI Direct Research

Exhibit 15: Profit and loss statement T crore [ Exhibit 16: Cash flow statement Z crore
(Year-end March) FY20 FY21 FY22E FY23E (Year-end March) FY20 FY21 FY22E FY23E
Total operating Income 4,463.1 1,575.2 2,403.2 4,182.0 Profit after Tax 354.4 -720.1 -331.5 301.6
Growth (%) -1.1 -64.7 52.6 74.0 Add: Depreciation 404.2 409.6 423.4 430.3
Raw Material Expenses 370.6 143.8 203.1 330.4 (Inc)/dec in Current Assets -1.5 237.7 89.8 -569.7
Employee Expenses 1,494.6 894.0 932.5 1,276.6  Inc/(dec) in CL and Provisions -87.1 186.9 -52.4 161.4
Power & Fuel Exp 0.0 0.0 0.0 0.0 CF from operating activit 670.0 114.1 129.3 323.5
Other Exp 1,630.5 899.1 1,040.1 1,547.3 (Inc)/dec in Investments 4.7 3.7 0.0 0.0
Total Operating Exp 3,495.6 1,936.9 2,175.7 3,154.3  (Inc)/dec in Fixed Assets -569.6 -787.9 -567.4 412.3
EBITDA 967.5 -361.8 227.5 1,027.6 Others -61.8 -192.2 124.3 176.3
Growth (%) 16.6 -137.4 -162.9 351.8 CF from investing activiti -626.7 -976.3 -443.1 -236.0
Depreciation 404.2 409.6 423.4 430.3  Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0
Interest 3411 402.8 408.7 412.5  Inc/(dec) in loan funds 3771 688.5 300.0 0.0
Other Income 132.4 164.7 108.1 167.3 Dividend paid & dividend tax -11.7 0.0 0.0 0.0
PBT 354.6 -1,009.5 -496.5 352.1 Inc/(Dec) in Sec. premium 0.0 0.0 0.0 0.0
Others/Minority Int -18.7 -336.9 -26.8 371 Others -248.3 10.0 0.0 0.0
Total Tax 44.8 -155.3 -163.8 63.4 CF from financing activiti 57.1 698.5 300.0 0.0
Adjusted PAT 354.4 -815.1 -331.5 301.6  Net Cash flow 100.4 -163.7 -13.8 87.5
Growth (%) 23.6 -330.0 -59.3 -191.0  Opening Cash 215.0 315.5 151.7 137.9
Adjusted EPS (%) 3.0 -6.9 -2.8 2.5 Closing Cash 315.5 151.7 137.9 225.5
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
Exhibit 17: Balance sheet % crore
(Year-end March) FY20 FY21 FY22E FY23E (Year-end March) FY20 FY21 FY22E FY23E
Per share data (%)
Equity Capital 118.9 118.9 118.9 118.9 EPS 3.0 -6.1 -2.8 2.5
Reserve and Surplus 4,231.8 3,521.7 3,196.2 3,497.8  Cash EPS 6.4 -2.6 0.8 6.2
Total Shareholders funds 4,356.7 3,646.6 3,315.1 3,616.7 BV 36.6 30.7 27.9 30.4
Total Debt 2,903.4 3,591.9 3,891.9 3,891.9 DPS 0.5 0.0 0.0 0.0
Deferred Tax Liability 110.4 78.1 68.1 58.1 Cash Per Share 6.4 -2.6 0.8 6.2
Minority Interest / Others 2,625.5 2,561.7 2,573.0 2,584.3 Operating Ratios (%)
Total Liabilities 9,995.9 9,878.3 9,848.1 10,150.9  EBITDA Margin 21.7 -23.0 9.5 24.6
PBT / Total Operating income 8.9 -53.9 -20.7 8.4
PAT Margin 7.9 -45.7 -13.8 1.2
Gross Block 9,659.6 10,426.6 10,860.9 11,352.0 Inventory days 7.1 21.6 14.0 11.0
Less: Acc Depreciation 4,288.9 4,698.6 5,089.5 5,497.5  Debtor days 23.7 50.9 35.0 33.0
Net Block 5,270.7 5,728.0 5,771.3 5,854.4  Creditor days 31.8 81.7 60.0 40.0
Capital WIP 2441 165.0 265.7 164.6  Return Ratios (%)
Total Fixed Assets 5,514.7 5,893.0 6,037.0 6,019.0 RoE 8.1 -19.7 -10.0 8.3
Investments 1,426.6 1,483.2 1,428.2 1,353.2  RoCE 7.0 -9.8 -2.5 7.3
Goodwill on consolidation 1,204.9 1,180.0 1,180.0 1,180.0 RolC 6.0 -8.1 -2.1 6.1
Right-of-use-asset Valuation Ratios (x)
Inventory 93.6 92.9 91.5 160.6  P/E 47.3 0.0 0.0 55.6
Debtors 290.0 219.8 230.4 378.1 EV / EBITDA 20.0 -55.9 90.2 19.9
Loans and Advances 410.3 314.1 310.7 358.4  EV/Net Sales 4.3 12.8 8.5 4.9
Cash 315.5 151.7 137.9 225.5  Market Cap / Sales 3.8 10.6 7.0 4.0
Other current assets 599.0 528.4 432.8 738.1 Price to Book Value 3.8 4.6 5.1 4.6
Total Current Assets 1,708.4 1,307.0 1,203.4 1,860.6  Solvency Ratios
Current liabilities 389.3 352.8 395.0 458.3  Debt/EBITDA 3.0 -9.9 17.1 3.8
Provisions 0.0 0.0 0.0 0.0  Debt / Equity 0.7 1.0 1.2 1.1
Total Current Liabilities 389.3 352.8 395.0 458.3  Current Ratio 1.2 0.8 0.8 1.1
Net Current Assets 1,319.1 954.2 808.4 1,402.3  Quick Ratio 1.0 0.7 0.7 0.9

Application of Funds 9,995.9 9,878.3 9,848.1 10,150.9

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
S 1 ‘ \\
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Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Rashesh Shah (CA) Research Analyst, 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. It is also confirmed that above mentioned Analysts of this report have not
received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
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ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as
such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr jati p d herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
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This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
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whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

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

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICIC| Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

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

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
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ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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
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