Company Update

Indian Hotels Company

Moving to the next orbit of growth

Summary

We virtually attended Indian Hotels Company Ltd.’s (IHCL) capital market day to
understand the company’s strategy and growth vision in mid-term. After a
robust FY23 performance on all operational parameters, the management’s
commentary on upgrading growth targets set under earlier ‘AVAAN 2025’ was
exhilarating. We believe IHCL is on the verge on moving to the next orbit of
growth, aided by the strong foundation the company has laid over the years.
Strong industry dynamics on occupancy and ADR, IHCL’s presence across the key
markets through diversified brands, superior growth momentum of new
business segments viz Qmin, Ama and Chambers, changing landscape of Ginger
on scale and profitability and healthy balance sheet would pave the way for
IHCL next leg of growth story. Maintain BUY with a revised TP of Rs430,
assigning 24x EV/EBITDA to FY25E.

Key Highlights and Investment Rationale

m Beating the promises, setting the standards: IHCL's FY23 performance was
nothing but sheer example of beating one’s own promises by outperforming
on all key verticals. The company reported record financial performance by
clocking over Rs110bn of enterprise revenue, Rs10bn net profit and Rs10bn in
free cash flows. IHCL’s dominant positioning in Indian hospitality and premium
portfolio if hotels aided in outperforming on RevPAR by ~70% over industry
average at Rs8000. Further, strengthening of balance sheet and rebound in
free cash flows bodes well for funding of growth strategies in near term.

=  Remains our top pick in domestic hospitality, BUY with a TP of Rs430: We
have been positive on IHCL in domestic hospitality space given its superior
revenue growth outlook, cost optimization measures, increasing contribution
of new initiatives in net sales as well as EBITDA and healthy balance sheet. We
maintain BUY with a TP of Rs430.
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TP Rs430 B Key Stock Data
CMP Rs366 Bloomberg / Reuters IHIN /IHTL.BO
Potential upside/downside 18%  Sector Hotels
Previous Rating BUY  Shares o/s (mn) 1,420
) Market cap. (Rs mn 519,227
Price Performance (%) P-{ )
3-m daily avg Trd value(Rs mn) 41.4
-1Im -3m -12m
Absolute 114 130 588 >2-weekhigh/low Rs378 / 207
Rel to Sensex 80 110 449 Sensex/Nifty 61,905/ 18,297

V/s Consensus

Shareholding Pattern (%)

EPS (Rs) FY24E FY25E Promoters 38.2
IDBI Capital 10.1 11.9 Fll 18.2
Consensus 8.7 10.2 DIl 27.3
% difference 159 16.2 Public 16.3
Financial snapshot (Rs mn)
Year FY21 FY22 FY23 FY24E FY25E
Revenue 15,752 30,562 58,099 63,982 70,700
Change (yoy, %) (65) 94 90 10 11
EBITDA (3,618) 4,048 18,046 21,306 24,674
Change (yoy, %) (137) (212) 346 18 16
EBITDA Margin(%) (23.0) 13.2 31.1 33.3 34.9
Adj.PAT (8,556) (1,806) 11,495 14,287 16,925
EPS (Rs) (7.2) (1.3) 8.1 10.1 11.9
Change (yoy, %) (365.1) (82.3)  (736.5) 24.3 18.5
PE(x) (41.8) (236.4) 42.0 33.8 28.5
Dividend Yield (%) 0.1 0.1 0.3 0.4 0.4
EV/EBITDA (x) (105.2) 108.4 26.9 22.5 19.0
RoE (%) (21.4) (3.4) 15.3 16.8 17.6
RoCE (%) (8.4) (0.0) 11.3 13.2 15.1

Source: IDBI Capital Research
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Key Highlights

The Company’s enterprise level revenue was stood at Rs.11000crs which was of 1.5x increase. Company
cross Rs.1000crs PAT which is 2.8x increases and also have Rs1000crs free cash flow which is 3.5x increase
and Market cap reached to Rs.50000 crore which increased 2.5x compared to Pre-Covid level.

A significant growth in Revpar was due to premiumizing company portfolio, strong brand equity, quality
market share gains and smart renovations

Taj brand portfolio contributed 72% to total enterprise revenue and rest by non-Taj portfolio of hotels

Management guided that size of the operation is doubled and also doubled in pipelines of the company
which is total 81 operational hotels.

There is a scaling up in both Selegtions and Vivanta and its contribution to the enterprise revenue is of
16% and there are 48 operational hotels as of now.

Ginger delivered best ever performance where enterprise revenue grew to Rs.360crs, EBITDA of Rs120crs
and EBITDA margin improved by 13% to 39% compared to FY18. Total number of operational hotels
increased to 59 from 42.

Company’s focus on F&B segment is scaling up with introduction of new brands and concepts such as
House of Ming, MachAan, Bombay Brasserie, Shamiana, Nomad, Seven river and loya and there is an
increase in wellness circle evolving in more than 50 hotels and new business creating brand value like
Qmin and Ama.

The company has one of the leading growth portfolios where it includes total 188 operational hotels and
75 pipelines which takes total number to 263 of which Taj would be 100, Vivanta 78 & Ginger 85 hotels.
Considering hotels under development the portfolio mix would be 50:50 where 50% owned and 50%
managed.

The nature of signings that management guided that there is growth in tier 2 and tier 3 cities, focus on
pilgrim circuits and also expand internationally, entered in long term contracts with governments and also
planning to build hotels in Ekta Nagar and Lakshadweep. Management is expected to signing 25 hotels in
Northeast.
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Exhibit 1: RevPAR-Industry Vs IHCL
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Source: Company; IDBI Capital Research

Exhibit 2: Enterprise Revenue contribution

Enterprise Revenue (% Crores) FY 2017-18 FY 2022-23
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Source: Company; IDBI Capital Research
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Exhibit 3: Hotel portfolio mix
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Exhibit 4: Hotel signing slate

NO. OF HOTEL SIGNINGS
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Source: Company; IDBI Capital Research
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Exhibit 5: New hotel opening

NEW OPENINGS
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Source: Company; IDBI Capital Research

Exhibit 6: Consolidated Revenue contribution
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Exhibit 7: New inventory addition

As on 30t April 2023

Operational e e 2026-27 & Total

TA] 11,539 484 1,113 825 15,046

VIVANTA 3,801 391 684 670 870 6,435

SELE(JTIONS 1,361 405 458 104 2,347
INGER 4,637 7,655

* Tetal count is inclusive of reoms currently under renovation /zxpansion

Source: Company; IDBI Capital Research



Indian Hotels Company | Company Update

(@ 1DBI capital

Financial Summary

Profit & Loss Account

Year-end: March
Net sales
Change (yoy, %)
Operating expenses
EBITDA
Change (yoy, %)
Margin (%)
Depreciation
EBIT
Interest paid
Other income
Pre-tax profit
Tax
Effective tax rate (%)
Minority Interest
Net profit
Exceptional items
Adjusted net profit
Change (yoy, %)
EPS
Dividend per sh
Dividend Payout %

(Rs mn)
FY23 FY24E FY25E
58,099 63,982 70,700
90.1 10.1 10.5

(40,054)  (42,676)  (46,026)
18,046 21,306 24,674
345.8 18.1 15.8
31.1 33.3 34.9
(4,161) (4,875) (5,068)
13,885 16,431 19,607
(2,361) (801) (525)
2,389 2,458 2,531
13,914 18,088 21,613
(3,232) (4,301) (5,188)
23.2 23.8 24.0
814.0 500.0 500.0
11,495 14,287 16,925

11,495 14,287 16,925

(736.5) 24.3 18.5
8.1 10.1 11.9

1.0 1.5 1.5
15.1 18.2 15.4
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Balance Sheet
Year-end: March
Shareholders' funds
Share capital
Reserves & surplus
Total Debt
Other liabilities
Curr Liab & prov

Current liabilities
Provisions
Total liabilities

Total equity & liabilities

Net fixed assets
Investments

Other non-curr assets
Current assets

Inventories

Sundry Debtors

Cash and Bank

Loans and advances

Total assets

FY20
43,568
1,189
42,379
22,921
23,050
17,995
14,902
3,093
63,966
1,15,183

55,138
4,530
41,141
14,373
936
2,900
3,156
1,658
1,15,183

Fy21
36,484
1,189
35,295
24,664
20,052
27,582
24,607
2,975
72,297
1,15,127

58,930
5,394
39,264
11,539
929
2,198
1,536
1,056
1,15,127

FY22
70,623
1,420
69,202
23,628
20,303
10,413
7,503
2,909
54,344
1,30,896

59,192
5,166
39,797
26,741
1,008
2,553
11,878
865
1,30,896

FY23
79,820
1,420
78,399
12,816
25,144
12,307
9,048
3,259
50,267
1,36,688

60,605
4,826
45,353
25,903
1,092
4,465
10,534
844
1,36,688

FY24E
90,007
1,420
88,587
3,204
24,515
13,380
9,957
3,422
41,098
1,37,706

59,457
5,212
45,982
27,055
1,212
4,911
7,093
945
1,37,706

(Rs mn)
FY25E
1,02,833
1,420
1,01,413
2,098
23,759
14,476
10,860
3,616
40,333
1,49,767

58,098
5,577
46,763
39,329
1,333
5,304
15,796
1,040
1,49,767
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Cash Flow Statement (Rs mn)
Year-end: March FY20 FY21 FY22 FY23 FY24E FY25E
Pre-tax profit 3,955 (9,095) (1,738) 13,914 18,088 21,613
Depreciation 4,042 4,096 4,061 4,161 4,875 5,068
Tax paid (2,418) 51 53 (2,543) (4,946) (5,967)
Chg in working capital (3,406) 10,897 (17,412) (79) 405 487
Other operating activities - - - - - -
Cash flow from operations (a) 2,174 5,949 (15,037) 15,452 18,422 21,202
Capital expenditure (5,689) (7,888) (4,323) (5,573) (3,727) (3,708)
Chg in investments 645 (864) 228 340 (386) (365)
Other investing activities - - - - - -
Cash flow from investing (b) (5,044) (8,752) (4,095) (5,233) (4,113) (4,073)
Equity raised/(repaid) - - 42,413 - - -
Debt raised/(repaid) 5,689 1,743 (1,036) (10,812) (9,612) (1,205)
Dividend (incl. tax) (806) (645) (693) (1,733) (2,599) (2,599)
Chg in monorities (220) (2,318) (841) 1,485 500 500
Other financing activities (1,046) 2,403 (10,369) (502) (6,039) (5,221)
Cash flow from financing (c) 3,617 1,184 29,474 (11,562) (17,750) (8,426)
Net chg in cash (a+b+c) 747 (1,620) 10,342 (1,344) (3,441) 8,703



Indian Hotels Company | Company Update

@1DBI capital

Financial Ratios
Year-end: March
Book Value (Rs)
Adj EPS (Rs)

Adj EPS growth (%)
EBITDA margin (%)
Pre-tax margin (%)
Net Debt/Equity (x)
ROCE (%)

ROE (%)

DuPont Analysis
Asset turnover (x)
Leverage factor (x)
Net margin (%)
Working Capital & Liquidity ratio
Inventory days
Receivable days

Payable days

Valuations
Year-end: March
PER (x)

Price/Book value (x)
EV/Net sales (x)
EV/EBITDA (x)
Dividend Yield (%)

Source: Company; IDBI Capital Research

FY20
35.3
2.7
11.5
21.7
8.9
0.5
6.6
7.4

0.4
2.4
7.2

24
41

FY20
110.7

8.5
8.5

39.0

0.2

Fy21
294
-7.2
-365.1
-23.0
-57.7
0.6
-8.4
-21.4

0.1
2.9
-54.3

22
51
60

FY21
(41.8)
10.2
24.2
(105.2)
0.1

FY22
49.7
(1.3)

(82.3)
13.2
(5.7)

0.2
(0.0)
(3.4)

0.2
23
(5.9)

12
30
53

FY22
(236.4)
6.0
14.4
108.4
0.1

FY23 FY24E FY25E

56.2
8.1
(736.5)
31.1
23.9
0.0
11.3
15.3

0.4
1.8
19.8

28
43

FY23
42.0
6.0
8.3
26.9
0.3

63.4
10.1
24.3
33.3
28.3
(0.0)
13.2
16.8

0.5
1.6
22.3

28
45

FY24E

33.8
5.4
7.5

22.5
0.4

72.4
11.9
18.5
34.9
30.6
(0.1)
15.1
17.6

0.5
1.5
23.9

27
46

FY25E

28.5
4.7
6.6

19.0
0.4
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Key to Ratings Stocks:
BUY: 15%+; HOLD: -5% to 15%; SELL:-5% and below.

IDBI Capital Markets & Securities Ltd.
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6th Floor, IDBI Tower, WTC Complex, Cuffe Parade, Colaba, Mumbai — 400 005. Phones: (91-22) 2217 1700; Fax: (91-22) 2215 1787; Email: info@idbicapital.com

SEBI Registration: BSE & NSE (Cash & FO) —INZ000007237, NSDL — IN-DP-NSDL-12-96, Research — INH000002459, CIN — U65990MH1993G0I1075578
Compliance Officer: Christina D’souza; Email: compliance@idbicapital.com; Telephone: (91-22) 2217 1907

Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd.(hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for 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 the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

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 use would be contrary to law, regulation or
which would subject IDBI Capital and associates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this report
may come are required to inform themselves of and to observe such restriction.

E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.
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