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Strong quarter, growth story on track

Chalet Hotels (CHALET) delivered in-line Q2FY24 revenue of INR3.1bn and adjusted EBITDA of INR1.3bn with RevPAR
growing 25% YoY to INR7,034. Wile industry peers are focusing on the asset light expansion route, Chalet has chosen
to grow its hotel room and office rental portfolio over FY23-27E through the ownership route (mix of existing project
expansion and long-term leases). We believe that this is the right strategy in an industry upcycle (FY23-FY28E) and we
estimate hotel EBITDA CAGR of 18% over FY23-26E at EBITDA margins of 44-45%. We retain our BUY rating with an
unchanged SOTP based target price of INR652/share. We value the company on Sep’25E SOTP basis at 18x
EV/EBITDA for hotel business, 8% cap rate for rental assets and residual value of Vivarea, Bengaluru residential and
office projects. Key risks are fall in hotel RevPARs and weak office leasing.

Strong YoY growth along expected lines Adhidev Chattopadhyay

CHALET reported Q2FY24 hotel revenue of INR2.8bn (up 27% YoY, I-sec  adhidev.chattopadhyay@icicisecurities.com
estimate of INR2.9bn) as overall ARR increased 21% YoY to INR9,610, while +91 22 6807 7451

occupancies rose by 200bps YoY to 73%, resulting in RevPAR growing 25%  Saishwar Ravekar

YoY to INR7,034. The higher occupancy has been partially driven by the new  saishwar.ravekar@icicisecurities.com
Hyderabad hotel of 168 keys which opened in Jun'23 operating at 100%

occupancy. Adjusted Q2FY24 hotel EBITDA of INR1.2bn increased 46% YoY

as adjusted hotel EBITDA margins expanded 520bps YoY to 41.6%. The

company has also commenced operations of the additional 88 keys at its

existing Novotel, Pune hotel (the hotel now has 311 operational keys) and

these new rooms will be positioned as “Novolution” premium rooms. Market Data

. . - Market Cap (INR 115bn
Demand drivers intact, expansion plans on track Market Coz EUSS) 1382mn
While Q2FY24 is seasonally the weakest quarter impacted by monsoon, the  gjoomberg Code CHALET IN
demand outlook for H2FY24 (Oct’23-Mar'24) looks bright owing to events  Reuters Code CHAL. NS
such as Men’s ODI World Cup, weddings, and expected return of number of  52-week Range (INR) 621 /304
in-bound international travellers to pre-Covid levels. The renovation and  Free Float (%) 28.0
expansion of the Dukes Retreat, Lonavala (150 keys overall) is expected to be ~ ADTV-3M (mn) (USD) 15

completed by Q3FY25, while the conversion of Bengaluru Mariott Hotel (130
keys) is expected to be completed by Q4FY25. Further, the Taj, Delhi Airport ~ Price Performance (%)~ 3m ~ 6m  12m
hotel (390 keys) and Hyatt Regency at Airoli, Navi Mumbai (280 keys) are  Absolute 19.00 505 534
expected to commence operations by FY27. The company expects to incur ~ Relative to Sensex 22.1 429 444
~INR9bn of capex over H2FY24-FY25. For the rental portfolio, both the

Bengaluru Tower 2 office of 0.3msf and the Cignus Powai, Mumbai Tower 1 gsG Disclosure 2021 2022  Change
of 0.8msf are expected to be ready for handouts in Q3FY24. ESG score

. . Environment - - -
Financial Summary

Social - - -
Y/E March (INR mn) FY23A FY24E FY25E FY26E Governance - - -
Net Revenue 11.285 13.933 17.391 19.255 Note - Score ranges from O - 100 with a higher
' ' ' ' score indicating higher ESG disclosures.
EBITDA 4,528 6,343 8,580 9,703
EBITDA Margin (%) 40.1 455 493 50.4 Source: Bloomberg, |-sec research
Net Profit 1,858 2,749 4,411 5,175
EPS (Rs) 9.1 13.4 215 25.2
P/B () 7.4 6.3 5.1 4.1 Previous Reports
P/E (x) 61.8 41.7 26.0 22.2 28-08-2023: Company uodate
EV/EBITDA () 30.7 222 1655 14.4 - ~ompany up _
RoCE (%) 9.2 11.7 15.0 15.6 01-08-2023: Q].FY24 results review
RoE (%) 129 16.3 216 20.5

Please refer to important disclosures at the end of this report
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Exhibit 1: Q2FY24 consolidated result snapshot

Year ending March (INR mn) Q2FY24 Q2FY23 Q1FY24 YoY (%) QoQ (%)
Total Operating income 3,145 2.478 3,108 26.9 1.2
Operating Expenses 343 348 382 (1.6) (10.3)
Personnel Cost 475 371 467 28.0 1.7
Other Expenses 1,068 908 1,161 17.6 (8.0)
Total Expenses 1,886 1,628 2,010 15.9 (6.2)
EBITDA 1,260 851 1,098 48.0 14.7
EBITDA margin (%) 40.0 34.3 35.3 571.1 471.8
Interest (Net) 501 380 454 31.9 10.4
Depreciation 350 296 310 18.0 12.9
Other Income 36 26 38 37.6 (5.3)
Exceptional items - 13 -

Profit Before Tax 445 213 372 108.5 19.5
Taxation 80 56 (515) 43.8 NM
Profit After Tax before MI/Associate 364 157 887 131.4 (58.9)
MI/Associate share - - -

Reported PAT 364 157 887 131.4 (58.9)
Net margin (%) 11.6 6.4 28.5 523.1 (1,694.4)

Source: Company data, I-Sec research

Exhibit 2: Company’s hospitality business revenue and EBITDA profile (INR mn)*

Q2FY23

QlFY24

Q2FY24

Q2FY23 811
QlFy24* 1,198
Q2FY24* 1,134

Adjusted EBITDA%

Q2FY23 36.3%

Ql1FY24* 42 5%

QzFv2a* 41.6% ﬁ

Source: I-Sec research, Company data, *Adjusted for one-time expenses
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Exhibit 3: Company’s project pipeline across hotel and rental assets

New Rooms/ Leasable area Location Completion update
The Dukes Retreat Rennovatin & Expansion ~70 New Lonavala Q3 FY25
Existing roams — B0
Bengaluru Marriott Hotel Whitefield Expansion ~130 rooms Bengaluru Q4 FY25
Existing rooms — 391
Taj at Delhi International Airport ~390 rooms New Delhi FY26
Hyatt Regency at Airoli, Navi Mumbai ~280 rooms Mumbai FY27

Ready for handover to

L
CIGNUS Whitefield Bangalore® Tower 2 0.3 msf Bengaluru tenants from Q3 EY24
Ready for handover to
: i
CIGNUS Powai® Tower 1 0.8 msf Mumbai tenants from Q3 EY24
CIGNUS Powai® Tower 2 0.8 msf Mumbai FY27

Source: |-Sec research, Company data

Exhibit 4: Company’s leverage position (INR mn)

in Rs. Mn Mar-18 Mar-19 Mar-21 Mar-22 Mar-23 Sep-23
Allocable to operating assets 23,339 13581 14,403 14,147 11,757 14914
Allocable to under-construction/to be operationalized assets 3,684 891 4,308 8,191 12,611 11,019
Met Debt 27,023 14,472 18,711 22,338 24,368 24,933
EBITDA YTD 3,005 3,668 290* 1,204* 5,023 2,432
Capex Spend YTD 1,100 656 1433 3,489 4,398 1,958
Interest Rate (%) 8.4 9.4 8.04 7.52 875 8.67

Source: |-Sec research, Company data

Exhibit 5: Company’s hospitality KPIs*

Q2FY24 02FY23 YoY% H1FY24 H1FY23 YoY% FY23

ADR (Rs.) B 1
MMR 9,861 8,134 : 21% : 10,340 8,057 28% 9,741
Others™ 4,309 7,634 1 22% 1 9,418 7,113 32% 8,170
Combined 9,610 7,930 : 21% : 9,944 7,684 29% 9,169

1 1

Occupancy (%) : :
MMR 74% 71% I 3pp ! 74% 76% 2 pp 74%
Others* 72% 71% | 1pp 59% 72% -4 pp 72%
Combined 73% T1% : 2pp : 71% 74% -3 pp 72%

1 1

RevPAR (Rs.) ! -
MMR 7,288 5,788 1 26% 1 7,630 6,131 24% 7,211
Others*® 6,737 5,449 : 24% : 6,459 5,128 26% 5,867
Combined 7,034 5,650 1 25% 1 7,106 5,722 24% 6,605

Source: |-Sec research, Company data, * Others include Bengaluru, Hyderabad, Pune and Lonavala
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Exhibit 6: Key operating and revenue/EBITDA assumptions for Chalet*

Details FY19 FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Operational Keys 2,331 2,554 2,554 2,554 2,634 2,940 2,940 3,080
ARR (INR) 8,210 8,482 4,040 4,576 9,169 9,719 10,302 10.92
LTL YoY Growth (%) 33 -52.4 133 100.4 6.0 6.0 6.0
LTL Occupancy (%) 77% 71% 30% 51% 72% 76% 78% 80%
RevPAR (INR) 6,283 6,022 1,214 2,355 6,605 7,332 7,918 8,552
LTL YoY Growth (%) -4.2 -79.8 94 180.5 11.0 8.0 8.0

Hotel Revenue Breakup (INR mn):

Existing 9,137 8,755 2,018 4,100 10,281 11,725 12,895 13,863
New - - - - - 1,017 2,071 2,553
Total Hotel Revenue 9,137 8,755 2,018 4,100 10,281 12,742 14,966 16,416

Hotel EBITDA Breakup (INR mn):

Existing 3,566 3,389 -213 739 4,318 4,997 5,728 6,273
New - - - - - 305 774 1,061
Total Hotel EBITDA 3,566 3,375 -213 739 4,318 5,302 6,503 7,334
Hotel EBITDA Margin (%) 39 38.5 -10.6 18 42 41.6 43.4 44.7

Rental Revenue (INR mn):

Total Rental Revenue 391 1,003 931 1,050 1,000 1,219 2,433 2,712
Total Rental EBITDA 93 617 724 789 839 1,049 2,080 2,312
EBITDA Margin (%) 23.8 61.5 77.8 75.1 83.9 86.1 85.5 85.2

Source: I-Sec research, Company data, * assumed Delhi Airport and Airoli hotel to be fully operational in FY27E

Valuation

We retain our BUY rating with an unchanged SOTP-based target price of
INR652/share based on Sep’25E SOTP basis and value the company at 18x
EV/EBITDA for hotel business, 8% cap rate for rental assets and residual value of
Vivarea, Bengaluru residential and office projects.

Our EV/EBITDA multiple of 18x is at a 10% discount with the hotel industry’s long-term
listed peer multiple considering that its hotels are run through the management
contract/franchise route.

We are enthused by the company’s efforts to leverage its existing land parcels to grow
its rental portfolio, expand existing hotels and also focus on new projects such as Delhi
Airport/Airoli without spending on land.

Exhibit 7: SoTP valuation of Chalet Hotels (Chalet)

Sep’25 Hotel EBITDA (INR mn) 6,945
Hotels Enterprise Value (EV) in INR mn (18x EV/EBITDA) 125,017
Add: Rental EV at 8% Cap Rate (INR mn) 27,450
Add: Residual DCF value of Vivarea, Bengaluru (INR mn) 2,008
Add: Capital WIP of Delhi/Airoli hotels (INR mn) 5,500
Chalet SoTP EV (INR mn) 159,975
Less; Net Debt as of Sep’25 (INR mn) 26,312
Chalet Total SOTP Equity Value (INR mn) 133,663
Equity Value per Share (INR) 652

Source: Company data, I-Sec research

India | Equity Research



Chalet Hotels | Q2FY24 results update | 26 October 2023 ﬁICICI Securities

Exhibit 8: Shareholding pattern Exhibit 9: Price chart
% Mar23 Jun‘23 Sep‘23 800
Promoters 71.7 71.7 71.7 600
Institutional investors 247 24.5 25.4
MFs and other 21.1 20.0 196 __ 400
FIs and Banks 0.2 0.0 0.0 £ 200
Insurance Cos. 13 1.3 2.0 =
Flls 2.1 3.2 38 0 -+ } } } } } } } } } } } }
Others 36 38 29 N N N N NN N N SRR
§5238552852%328
Source: Bloomberg, I-Sec research Source: Bloomberg, I-Sec research
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Financial Summary

Exhibit 10: Profit & Loss
(INR mn, year ending March)

FY23A FY24E FY25E FY26E

Net Sales 11,285 13,933 17,391 19,255
Operating Expenses 6,757 7,590 8,811 9,652
EBITDA 4,528 6,343 8,580 9,703
EBITDA Margin (%) 40.1 455 493 50.4
Depreciation & Amortization 1,173 1,277 1,362 1,533
EBIT 3,355 5,066 7,217 8,170
Interest expenditure 1,545 1,545 1,545 1,545
Other Non-operating 1,796 1,796 1,796 1,796
Income
Extraordinaries (net) 423 - - -
PBT 2,728 3,665 5,882 6,900
Less: Taxes 870 916 1,470 1,725
PAT 1,858 2,749 4,411 5,175
Less: Minority Interest - - - -
Net Income (Reported) 1,858 2,749 4,411 5,175
Net Income (Adjusted) 1,858 2,749 4,411 5,175

Source Company data, I-Sec research

Exhibit 11: Balance sheet

(INR mn, year ending March)

FY23A FY24E FY25E FY26E

Total Current Assets 8,126 8911 8,767 10,705
of which cash & cash eqv. 1,220 1,468 36 685
Toto! (;urrent Liabilities & 5,707 5.996 7534 9218
Provisions
Net Current Assets 2,419 2,915 1,234 1,487
Investments 606 611 616 621
Net Fixed Assets 38,604 39,227 37,864 36,331
Capital Work-in-Progress 978 4,603 11,303 17,003
Total Intangible Assets 637 642 647 652
Other assets - - - -
Deferred Tax assets - - - -
Total Assets 42,606 47,355 51,016 55,442
Liabilities
Borrowings 27,939 29,939 29,189 28,439
Deferred Tax Liability (1,820) (1,820) (1,820) (1,820)
provisions - - - -
other Liabilities 1,047 1,047 1,047 1,047
Equity Share Capital 2,050 2,050 2,050 2,050
Reserves & Surplus 13,391 16,140 20,551 25,726
Total Net Worth 15,441 18,190 22,601 27,776
Minority Interest - - - -
Total Liabilities 42,606 47,355 51,016 55,442

Exhibit 12: Cashflow statement
(INR mn, year ending March)

Source Company data, I-Sec research

FY23A FY24E FY25E FY26E

Operating Cashflow 4,769 5,574 7,775 8,811
Working Capital Changes (35) (249) 250 396
Capital Commitments (5,840) (5,525) (6,700) (5,700)
Free Cashflow (1,071) 49 1,075 3,111
Other investing cashflow (84) (5) (5) (5)
Cashflow from Investing
Activities (5,924) (5,530) (6,705) (5,705)
Issue of Share Capital 1 - - -
Interest Cost (1,377) (1,796) (1,751) (1,706)
Inc (Dec) in Borrowings 2,636 2,000 (750) (750)
Dividend paid - - - -
Others - - - -
Cas.h_f.low from Financing 1.260 204 (2.501) (2.456)
Activities
Chg. in Cash & Bank 105 248 (1,432) 649
balance
Closing cash & balance 1,220 1,468 36 685

Source Company data, I-Sec research

Exhibit 13: Key ratios

(Year ending March)

FY23A FY24E FY25E FY26E

Per Share Data (INR)
Reported EPS 9.1 134 215 25.2
Adjusted EPS (Diluted) 9.1 134 215 25.2
Cash EPS 14.8 19.6 282 327
Dividend per share (DPS) 0.0 0.0 0.0 0.0
Book Value per share (BV) 75.3 88.7 110.2 135.5
Growth (%)
Net Sales 122.2 235 248 10.7
EBITDA 359.8 40.1 353 13.1
EPS (INR) (348.0) 47.9 60.5 17.3
Valuation Ratios (x)
P/E 61.8 41.7 26.0 22.2
P/BV 7.4 6.3 5.1 4.1
EV/EBITDA 30.7 222 16.5 14.4
EV /Sales 12.3 10.1 8.1 7.3
Dividend Yield (%) 0.0 0.0 0.0 0.0
Operating Ratios
EBITDA Margins (%) 40.1 455 49.3 50.4
Net Profit Margins (%) 16.5 19.7 25.4 26.9
Net Debt / Equity (x) 16 14 1.2 0.9
Net Debt / EBITDA (x) 6.2 47 34 2.9
Profitability Ratios
RoCE (%) 9.2 117 15.0 15.6
ROE (%) 12.9 163 21.6 20.5

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

I/We, Adhidev Chattopadhyay, MBA (Finance); Saishwar Ravekar, MBA; 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. Analysts are not registered as research analysts by FINRA and are not associated persons of the ICICI
Securities Inc. 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. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807
7100. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager, Research Analyst and Alternative Investment Fund. ICICI
Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence.
ICICI Securities Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities AIF Trust's SEBI Registration number is IN/AIF3/23-24/1292 ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its
various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”),
the details in respect of which are available on www.icicibank.com.

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 businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional 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 Retail Research.

The information and opinions in this report have been prepared by ICIC| 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 circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.
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
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed
in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of
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Accordingly, neither ICICI 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.
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal, Contact number: 022-40701000, E-mail Address : complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122
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