Chalet Hotels

Set for further gain from expansion projects
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Chalet’s Q4 revenue/EBITDA/adj. EBITDA growth was healthy at 24%/20%/
25% YoY. Revenue was in line, though there was miss on margin due to higher
other expenses. We see Chalet charting an EBITDA CAGR of 31% over FY24-
26E and its net debt reducing further over FY25-FY26E as it initiates a slew of
expansion projects, which would engender a 9% room-count CAGR over FY24-
26E. Demand is likely to outstrip supply for the next 2-3 years, leading to
further improvement in ARR. Leasing of commercial assets provides partial
hedge against cyclicality of the hospitality industry. We cut FY25E/26E EBITDA
by 1.6%/4.2% on margin miss. We maintain our ADD recommendation on
Chalet, with SOTP-based TP of Rs850/share vs. Rs900/share earlier (SOTP-
based Mar-26E EV/EBITDA of 20.5x for hotels and of 16x for rental assets).

Chalet Hotels: Financial Snapshot (Consolidated)

Y/E Mar (Rs mn) FY22 FY23 FY24 FY25E FY26E
Revenue 4,940 11,285 14,173 18,352 21,283
EBITDA 821 4,528 5,846 8,565 10,394
Adj. PAT (752) 1,833 2,782 3,658 5,104
Adj. EPS (Rs) (3.7) 8.9 13.5 16.8 23.4
EBITDA margin (%) 16.6 40.1 41.2 46.7 48.8
EBITDA growth (%) 1,812.4 451.8 29.1 46.5 21.4
Adj. EPS growth (%) 0.0 0.0 51.4 23.9 39.5
ROE (%) (5.5) 12.7 16.4 14.4 14.7
ROIC (%) (0.8) 7.1 15.1 13.7 14.4
P/E (x) (214.9) 88.2 58.2 47.0 33.7
EV/EBITDA (x) 222.5 40.4 30.7 21.4 17.8
P/B (X) 12.1 10.5 8.8 5.3 4.6
FCFF yield (%) 0.2 1.7 1.5 (0.6) 0.2

Source: Company, Emkay Research

Q4FY24: Revenue in line with RevPAR up 7% YoY; one-off impacts margin
Revenue/EBITDA growth were healthy at +24/20% YoY. Hospitality segment revenue
improved by 24% YoY, Retail and Commercial (rental biz.) portfolios reported revenue
increase of 26% YoY (+18% QoQ). Though the revenue was in line with our estimate,
margin came below expectation (45.7%; +56bps YoY; +123bps QoQ) due to one-time
expenses of Rs81mn toward Dukes decapitalization and acquisition cost of Aravali Resort.
Average room rates or ARR growth was 5% YoY, while same store ARR was Rs12,159,
up 8% over Q4FY23. Though MMR ARR was up only 2% YoY due to focus on occupancy
and market share for many hotels, the Hyderabad ARR was up 20% YoY and Bengaluru
ARR was up 26% YoY.

Expansion projects to aid growth; rates and occupancies to grow further; ADD
Chalet has 870 rooms under development that are primed to spur its room count by 9%
p.a. over FY24-26E. Moreover, Chalet is augmenting its commercial real-estate portfolio
from the current size of 1.2mn sq ft to 3.2mn sq ft. Demand is expected to outstrip
supply for the next 2-3 years, leading to further improvement in ARR from a high base.
Moreover, Company remains positive on margin expansion. Chalet can continue to grow
ARR and optimize occupancies, as Company believes that there is headroom for growth
in ARR/occupancies, given the strong domestic demand and still subdued foreign
business travel. Planned capex of Rs150bn over FY25-FY26E will be met from internal
accruals. De-leveraging to continue with net debt/EBITDA declining to 1.7x by FY27E
from 4.7x at the end of FY24. We expect Chalet to post revenue/EBITDA CAGR of
23%/31% over FY24-26E. Moreover, benefits related to Airoli and Delhi International
Airport projects are expected only from FY27. We cut our FY25/FY26E EBITDA by
1.6%/4.2%, on margin miss. We maintain our ADD recommendation on Chalet, with
SOTP-based TP of Rs850/share vs. Rs900/share earlier (SOTP-based Mar-26E
EV/EBITDA of 20.5x for hotels and of 16x for rental assets).
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Chalet - Momentum in room rates to sustain

While Q3 and Q4 are the best quarters for business for Chalet, we see some rate moderation QoQ
in Q1, due to seasonality. However, on YoY basis, rates based on online rates check indicate an
increase of 16% YoY for Chalet in Q1FY25, for our sample set. The non-Mumbai region is likely
to see faster YoY growth vs. the Mumbai region.

Exhibit 1: QoQ change in rates for Chalet
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Source: Company, Emkay Research

Exhibit 2: Average room rate (ARR¥*) for Marriott Aravali Resort

Date of check-in Date of check-out Deluxe Guest Room Delux:oc‘i:ln"e,si):vltco(?:), P;E:::;r?::v‘i’;i:vh(lsii:; Shz::ﬂi‘z;:n:’iizwsl(l::)'
4-Mar-24 5-Mar-24 14,000 15,500 16,500 19,000
25-Mar-24 26-Mar-24 16,000 17,500 18,500 21,000
8-Apr-24 9-Apr-24 14,000 15,500 16,500 19,000
15-Apr-24 16-Apr-24 14,000 15,500 16,500 19,000
29-Apr-24 30-Apr-24 18,000 19,500 20,500 23,000
13-May-24 14-May-24 13,000 14,500 15,500 18,000
27-May-24 28-May-24 13,000 14,500 15,500 18,000
10-Jun-24 11-Jun-24 15,000 16,500 17,500 20,000
24-Jun-24 25-Jun-24 15,000 16,500 17,500 20,000

Source: Company, Emkay Research; Note: *Rates without taxes

Exhibit 3: ARR room rates are in the Rs15k-20k range, as of end- Exhibit 4: QoQ change in ARR (Q1FY25E vs. Q4FY24E) - Moderation

June-2024 due to seasonality
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Source: Company, Emkay Research Source: Company, Emkay Research
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Earnings call key takeaways

B Healthy demand trend in the industry: The Indian hospitality industry continues to
benefit from healthy tailwinds, leading to decadal-high ARRs with robust occupancies, aided
by continuous rise in air traffic. Moreover, Management expects the demand-supply
mismatch to remain in their favor for another 3-4 years.

B ARR: Company achieved a same-store ARR growth of 8% YoY in Q4 and 17% YoY in FY24.
Company is well entrenched to continue growing the rates in line with the industry (double-
digits growth expectation) and at the same time optimize occupancies.

B Moderation in ARR growth for MMR region: Despite a 9% YoY ARR growth registered
by the Marriott Sahar hotel, the overall MMR region’s ARR growth moderated to 2% YoY in
Q4. The properties at Powai, Vashi, and Lonavala have been dragging the ARR for MMR. The
management has planned to address it by forming a specific strategy for each hotel. For
Westin Powai, it aims to increase the occupancies with an increased focus on MICE business.
With an increase of supply in Vashi, Management aims to retain market share at the Vashi
property. The Dukes, Lonavala property is expected to see an improved traction in rates and
occupancy, once renovation is completed by end-CY24.

B Improved traction in Bangalore and Hyderabad: Among the last to recover post
pandemic, the Bangalore region is now outpacing the pre-pandemic trend with a healthy
RevPAR growth of 20% YoY in Q4, led by ARR growth (26% YoY). Occupancies, however,
are yet to pick up owing to slower pickup in the IT space. Similarly, Hyderabad region is
witnessing good traction, posting strong RevPAR growth of 33%. With no planned supply in
its region of operation in Hyderabad, Company is expected to reap the benefits going ahead.

B Healthy outlook for Courtyard, Aravali property: The recently acquired property in the
NCR region is fully operational (158 rooms) and is in its ramp-up phase. It primarily caters
to 3 segments: weekend getaways, MICE, and weddings. The property, being a resort, is
expected to have some seasonal impact. It is competing with 2-3 properties in its region of
operation and the management believes to have positioned it at a good price point. The
property also has 6 acres of unused land, which Management aims to utilize for expansion
going ahead. The management has plans to reposition the brand as a more premium brand,
which will aid in achieving higher ARRs.

B One-off and higher other expense lowers margin: Company incurred a one-off expense
of Rs81mn in Q4, led by: i) decapitalization of some assets relating to Lonavala property on
account of renovation, ii) acquisition of Aravali property, and iii) write-off on non-usable
inventory from Koramangala residential property. Additionally, the increase in other
expenses in Q4 is attributed to increase in royalty and management fees in commercial
business, due to rise in sale volume.

B Project update

® CIGNUS Powai® commercial towers: The construction of the second commercial
tower at the Western Powai Complex is progressing as per schedule and is expected to
be completed in FY27. The project is likely to span an area of 1.4lakh sq ft. Leasing
activity has picked up pace in Powai and the company is in the final stages of closing
three tenancy deals.

® Residential project at Bangalore: The company now has occupancy certificate
(OC) for nine residential buildings. It sold 34 units during this quarter. The project
has unsold inventory of 117 flats measuring 0.29mn sq ft (1/3™ of total area) and
Company is expecting a rate of over Rs20,000 (Rs18,839 average rate for flats sold)
for the unsold inventory. Chalet Hotels will be handing over possession for the sold flats
in Q1FY25. Hence, this will lead to higher collections (including Rs3bn in receivables
from 180 flats) and revenue recognition, effect of which is to be seen majorly in Q2FY25.
Construction for two new residential buildings is in full swing, and is expected to be
completed by FY25.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
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Exhibit 5: Real-estate development in Bengaluru

Avg sales price
(psf)

As of Mar’24 (Msf) No. of Units

Residential

0.85 321

(A

Total sales till

date (A) 0.57 204

Unsold (B) 0.29 117

Commercial 0.15
9 2 Rs. 3,196 Mn 1
Residential Towers New Residential Receivables (March 2024) Commercial Tower
close to completion Towers For existing sales For Strata Sale
10 Floors each 11 Floors each

Source: Company

® Duke's Retreat: Ongoing renovation and inventory addition is on schedule. Renovation
likely to be completed by Q3FY25.

® Taj, New Delhi airport: Construction underway (structural work is ongoing) and is
expected to be ready by FY26.

® Hyatt Regency, Airoli: Will begin work in October (after monsoon) after receipt of the
revised construction approvals.

B The management has planned a total capex of Rs15bn over the next two years. Of this,
Rs6.5-7bn will be toward the new commercial tower being built at Powai and the balance
will be toward Dukes renovation, Bangalore commercial towers (phase 2), and hotel
renovations.

H Others

® Management expects a temporary slowdown in hospitality during election days as
travelling is reduced.

®  Four Points by Sheralton at Vashi is due for renovation and the level of capex is yet to
be finalized by the management.

® Company is facing zero impact from water shortage in Bangalore.

Exhibit 6: Hospitality — Key Metrics

ADR (Rs.) | | | 1
MMR 12,173 11,976 | 2% : 11,121 9,741 : 14%:
Others* 11,474 10,228 | 12% | 10,188 8,277 | 23% 1
Combined 11,862 11,304 : 5% | 10,718 9,169 : 17% |
| | | |

Occupancy (%) : : : :
MMR 81% 77% I 4pp | 7% 74% I 3pp :
Others* 70% 70% ! 1pp 68% 9% ' 1pp
Combined 76% 74% | 2pp : 73% 72% : 1 bp :
| 1 |

RevPAR (Rs.) i : : :
MMR 9,815 9,208 | 7% 8,513 7,211 | 18% |
Others* 8,079 7,136 : 13% : 6,215 5,724 : 21% :
Combined 8,984 8,363 | 7% J 7,776 6,605 | 18% |

MMER: Mumbai Metropolitan Region; NCR: National Capital Region

Source: Company
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Q4FY 24 Result highlights

B Chalet reported highest-ever revenue and EBIDTA in Q4FY24. Revenue/EBITDA
growth were healthy at +24/20% YoY. Revenue was in line with our estimate, while reported
EBITDA missed our/consensus estimate by 5%/10%, respectively, primarily due to lower
margin for commercial portfolios (rental/annuity biz.).

B Net sales increased 24% YoY (+11.9% QoQ) to Rs4,183mn. The YoY revenue growth
at 24% remained elevated though it has moderated vs. revenue growth of 29%/27% in
Q3/Q2 respectively. Revenue growth YoY was led by: i) Acquisition of Courtyard by Marriott
Aravalli. ii) Launch of 168 rooms ‘The Westin Hyderabad HITEC City’ at Mindspace,
Hyderabad, and (iii) Increase in capacity by 88 rooms in Novotel Pune to 311 rooms over
the last 1 year. Growth was also supported by RevPAR increasing 7% YoY in Q4 (2% beat
on our estimate) vs. 18% YoY in Q3. RevPAR was up 7% YoY for MMR and 13% YoY for
other regions.

E Miss on margin: EBITDA was up 20% YoY (up 10% QoQ) to Rs1,829mn, 5%/10% below
our/consensus est. Q4FY24 EBITDA had one-time expense of Rs81mn toward Dukes
decapitalization and acquisition cost of Aravali Resort, along with unusable stock of
Bangalore Residential. This led to an increase in other expenses by +34% YoY and +20%
QoQ. Adjusted for these, adj. EBITDA margin was 45.7% (+56bps YoY; +123bps QoQ;
23bps miss on our estimate).

m PBT (before EO) was Rs990bn, up 10% YoY (12% miss on our estimate). The company
reported net profit of Rs824mn vs. Rs366mn in Q4FY23 (including exceptional item).

B ARR growth was 5% YoY (moderated from 8% YoY/21% YoY/38.4% YoY growth in
Q3/Q2/Q1). Same-store ARR was at Rs12,159, up by 8% over Q4FY23. Hyderabad ARR was
up 20% YoY and Bengaluru ARR was up 26% YoY. MMR ARR was up only 2% YoY as the
focus was on occupancy and market share for many hotels.

B Occupancies increased by 2pp YoY to 76%, driving 7% YoY RevPAR growth. Occupancy
was driven by MMR occupancy, up 4pp YoY to 81%, as Company focused on occupancy for
many hotels in Mumbai.

B Chalet’s hospitality segment revenue improved by 24% YoY to Rs3,830mn. Room
revenue growth was strong at 23.8% YoY, and non-room revenue growth also was strong
at 23.4% YoY. This was aided by 16% YoY increase in room count (2,634 to 3,052), besides
YoY increase in ARR and occupancy. Margin for hospitality segment was down 15bps YoY in
Q4, led by higher other expenses.

B Retail and Commercial (rental biz.) portfolios reported revenue increase of 26% YoY
(+18% QoQ) to Rs354mn, 8% above our estimate. Margin was down 1,570bps YoY to 77%
(5pp below our estimate), leading to an overall miss on margin.

m Leverage is down for the company: QIP fund raised on 3" April was used for paring down
debt by Rs9bn. Overall net debt is down from Rs24.4bn/Rs25bn at end-Q3/Q4FY24 to
Rs14.6bn at the end of Apr-2024.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
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Exhibit 7: Consolidated Quarterly Financials

(Rs mn) Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 YoY (%) QoQ (%)
Revenue from operations 3,379 3,108 3,145 3,737 4,183 23.8 11.9
Real Estate Development 21 21 21 21 21 o 0.0
Changes in inventories of finished goods and CWIP - - - - -
Food and Beverages 256 246 238 283 288 12.6 1.9
Operating Supplies 104 115 83 96 104 0.0 7.8
Employee Costs 413 467 475 488 516 25.0 5.7
Other Exps 1,061 1,161 1,068 1,188 1,425 34.2 19.9
Total Expenses 1,855 2,010 1,886 2,077 2,354 26.9 13.4
EBITDA 1,524 1,098 1,260 1,660 1,829 20.0 10.2
Adj. EBITDA 1,524 1,262 1,260 1,660 1,910 25.3 15.0
D&A 298 310 350 353 371 24.4 5.1
EBIT 1,225 788 910 1,307 1,457 19.0 11.5
Finance Costs 405 454 501 482 529 30.4 9.6
Other Income 79 38 36 62 61 (22.3) (1.2)
PBT (before EO) 899 372 445 887 990 10.2 11.7
EO (loss)/gain (184) - - - = (100.0)
PBT (after EO) 715 372 445 887 990 38.6 11.7
Tax 348 (515) 80 180 166 (52.4) (7.9)
PAT 366 887 364 706 824 125.1 16.7
Margin (%) Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Chg('b: ‘g Chg(l?:g
EBITDA 45.1 35.3 40.0 44.4 43.7 (137) (70)
Adj. EBITDA 45.1 40.6 40.0 44.4 45.7 56 123
EBIT 36.3 25.4 28.9 35.0 34.8 (142) (13)
PBT (before EO) 26.6 12.0 14.1 23.7 23.7 (293) (5)
PAT 10.8 28.5 11.6 18.9 19.7 887 81
Source: Company. Emkay Research
Exhibit 8: Operational performance

Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 YoY (%) QoQ (%)
Hotel business
Rooms (no. of) 2,634 2,634 2,634 2,894 3,052 15.9 5.5
ARR (Rs) 11,304 10,317 9,610 10,974 11,862 4.9 8.1
Occupancy (%) 74.0 70.0 73.0 71.0 76.0 200 bps 500 bps
RevPAR (Rs) 8,363 7,182 7,034 7,838 8,984 7.4 14.6
Room revenue (Rs mn) 1,922 1,747 1,813 2,054 2,379 23.8 15.8
Non-room revenue (Rs mn) 1,175 1,075 1,032 1,383 1,450 23.4 4.9
Total revenue (Rs mn) 3,097 2,822 2,845 3,437 3,829 23.6 11.4
EBITDA (Rs mn) 1,264 871 1,023 1,409 1,557 23.2 10.5
EBITDA Margin (%) 40.8 30.9 35.9 41.0 40.7 -15 bps -34 bps
Commercial business
Revenue (Rs mn) 281 285 300 301 354 26.0 17.6
EBITDA (Rs mn) 260 227 237 251 272 4.6 8.4
EBITDA Margin (%) 92.5 79.6 79.0 83.4 76.8 -1569 bps -655 bps
Consolidated
Revenue (Rs mn) 3,378 3,107 3,145 3,738 4,183 23.8 11.9
EBITDA (Rs mn) 1,524 1,098 1,260 1,660 1,829 20.0 10.2
EBITDA Margin (%) 45.1 35.3 40.1 44.4 43.7 -139 bps -70 bps

Source: Company. Emkay Research
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Exhibit 9: Change in estimates

Change in estimates FY25E FY26E

old New Change (%) old New Change (%)
KPIs
Rooms (no. of) 3,252 3,252 - 3,642 3,642 -
Occupancy (%) 73.3 74.3 103 bps 74.5 75.4 99 bps
ARR (Rs) 11,354 11,269 (0.7) 11,829 11,686 (1.2)
RevPAR (Rs) 8,319 8,373 0.6 8,807 8,817 0.1
Consolidated
Revenue (Rs mn) 18,338 18,352 0.1 21,507 21,283 (1.0)
EBITDA (Rs mn) 8,702 8,565 (1.6) 10,847 10,394 (4.2)
EBITDA margin (%) 47.5 46.7 -79 bps 50.4 48.8 -160 bps
Source: Emkay Research
Exhibit 10: SOTP-based valuation
Valuation snapshot (SOTP) Mar-26E
Real Estate
EBITDA (Rs mn) 2,283
EV/EBITDA (X) 16.0
EV (Rs mn) 36,525
Hotel
EBITDA (Rs mn) 8,112
EV/EBITDA (x) 20.5
EV (Rs mn) 166,288
Residential
Residential EV (Rs mn) 3,699
Consol.
EBITDA (Rs mn) 10,394
EV/EBITDA (X) 19.9
EV (Rs mn) 206,512
(-) Net debt (Rs mn) 22,034
Equity Value (Rs mn) 184,479
Value per share (Rs) 850

Source: Emkay Research
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Exhibit 11: Chalet to post revenue CAGR of 23% over FY24-26E... Exhibit 12: ...and EBITDA CAGR of 31% over the same period
mmmmm Revenue from operations - LHS YoY Growth (%) - RHS s Adj. EBITDA - LHS Adj. EBITDA Margin (%) - RHS
25,000 - r 150% 12,000 4 r 60%

21,283 10,394
20,000 100% 10,000 1 8 r50%
- ~ 8,000 A F 40%
E 15,000 50% E 6,091
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o 10,000 oo éfn, 6,000 4,482 30%
~ / (]
4,000 3,192 3,366  20%
5,000 -50% 2,000 4 i3 L 10%
0 -100% 0 + 0%
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Source: Company, Emkay Research Source: Company, Emkay Research
Exhibit 13: Net Debt-to-EBITDA to decline Exhibit 14: Returns to improve for Chalet
°
s Net Debt (Rs mn) Adj. EBITDA (Rs mn) EROE mROCE 2 g %
Net Debt / EBITDA (x) - RHS 20% 1 < e i &
o o —
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Source: Company, Emkay Research Source: Company, Emkay Research
Exhibit 15: Project pipeline
New Rooms/ Leasable area Location Completion update

TI?e. Dukes Retreat Renovation & Expansion 65 New Lonavala Q3 FY2s
Existing rooms — B0

Bn_en_galuru Marriott Hotel Whitefield Expansion 125-130 rooms Bengaluru EY25

Existing rooms — 391

Taj at Delhi International Airport 385-390 rooms New Delhi FY26

Hyatt Regency at Airoli, Navi Mumbai ~280 rooms Mumbai FY27
CIGNUS Powai® Tower Il 0.9 msf Mumbai FY27

Source: Company

Exhibit 16: One-year forward EV/EBITDA
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Chalet Hotels: Consolidated Financials and Valuations

Profit & Loss Balance Sheet

Y/E Mar (Rs mn) FY22 FY23 FY24 FY25E FY26E Y/E Mar (Rs mn) FY22 FY23 FY24 FY25E FY26E
Revenue 4,940 11,285 14,173 18,352 21,283 Share capital 2,050 2,050 2,055 2,181 2,181
Revenue growth (%) 67.8 128.4 25.6 29.5 16.0 Reserves & Surplus 11,362 13,395 16,459 29,991 35,094
EBITDA 821 4,528 5,846 8,565 10,394 Net worth 13,413 15,445 18,513 32,172 37,275
EBITDA growth (%) 1,812.4 451.8 29.1 46.5 21.4 Minority interests (3) (4) (5) (5) (5)
Depreciation & Amortization 1,184 1,173 1,384 1,690 1,939 Deferred tax liability (net) (2,146) (1,276) (1,623) (1,461) (1,315)
EBIT (364) 3,355 4,462 6,875 8,456 Total debt 29,011 32,199 36,719 31,898 30,472
Other operating income 0 0 0 0 0 Net tangible fixed assets 0 0 0 0 0
Other income 220 235 198 220 232 Net intangible assets 21,707 23,493 28,141 34,160 39,971
Financial expense 1,444 1,545 1,967 2,084 1,696 Net ROU assets 590 525 460 460 460
PBT (1,588) 2,045 2,694 5,011 6,991 Capital WIP 322 978 369 377 384
Extraordinary items 0 0 0 0 0 Goodwill 226 537 686 686 686
Taxes (720) 895 (88) 1,353 1,888 Investments [JV/Associates] 13,560 16,474 18,447 18,816 19,192
Minority interest 0 0 0 0 0 Cash & equivalents 1,061 1,288 1,417 3,567 782
Income from JV/Associates 116 683 0 0 0 Current assets (ex-cash) 5,424 5,824 7,498 7,658 7,824
Reported PAT (752) 1,833 2,782 3,658 5,104 Current Liab. & Prov. 1,799 1,693 2,268 1,973 1,726
PAT growth (%) 0.0 0.0 51.8 31.5 39.5 NWC (ex-cash) 3,624 4,131 5,230 5,684 6,098
Diluted EPS (Rs) (3.7) 8.9 13.5 16.8 23.4 Net debt 20,958 21,337 17,627 11,478 13,535
Diluted EPS growth (%) 0.0 0.0 51.4 23.9 39.5 Capital employed 33,284 36,790 35,929 45,750 50,272
DPS (Rs) 0.0 0.0 0.0 0.0 0.0 Invested capital 25,331 27,624 33,371 39,845 46,069
Dividend payout (%) 0.0 0.0 0.0 0.0 0.0 BVPS (Rs) 65.4 75.3 90.1 147.5 170.9
EBITDA margin (%) 16.6 40.1 41.2 46.7 48.8 Net Debt/Equity (x) 1.6 1.4 1.0 0.4 0.4
EBIT margin (%) (7.4) 29.7 31.5 37.5 39.7 Net Debt/EBITDA (x) 25.5 4.7 3.0 1.3 1.3
Effective tax rate (%) 45.3 43.8 (3.3) 27.0 27.0 Interest coverage (x) (10.1) 0.4 0.4 0.3 0.2
NOPLAT (pre-IndAS) (199) 1,886 4,608 5,019 6,173 RoCE (%) (0.5) 10.2 12.8 17.4 18.1
Shares outstanding (mn) 205.0 205.0 205.5 218.1 218.1 Source: Company, Emkay Research

Source: Company, Emkay Research

Cash flows Valuations and key Ratios
Y/E Mar (Rs mn) FY22 FY23 FY24 FY25E FY26E Y/E Mar FY22 FY23 FY24 FY25E FY26E
PBT (1,588) 2,045 2,694 5,011 6,991 P/E (x) (214.9) 88.2 58.2 47.0 33.7
Others (non-cash items) 2,571 2,044 3,388 3,551 3,401 P/CE(x) 374.2 53.8 38.9 32.2 24.4
Taxes paid 38 31 (553) (1,191) (1,741) P/B () 12.1 10.5 8.8 5.3 4.6
Change in NWC (452) (35) 1,366 (941) (847) EV/Sales (x) 37.0 16.2 12.7 10.0 8.7
Operating cash flow 685 4,769 6,894 6,430 7,804 EV/EBITDA (x) 222.5 40.4 30.7 21.4 17.8
Capital expenditure (396) (1,715) (4,277) (7,500) (7,500) EV/EBIT(x) (502.2) 54.5 40.3 26.7 21.9
Acquisition of business 0 0 0 0 0 EV/IC (x) 7.2 6.6 5.4 4.6 4.0
Interest & dividend income 56 29 199 220 232 FCFF yield (%) 0.2 1.7 1.5 (0.6) 0.2
Investing cash flow (4,563) (6,037) (6,385) (7,651) (7,647) FCFE yield (%) (0.7) 1.0 0.5 (1.7) (0.7)
Equity raised/(repaid) 500 251 135 10,000 0 Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Debt raised/(repaid) 4,913 1,936 283 (4,000) (727) DuPont-RoE split
Payment of lease liabilities 0 0 0 0 0 Net profit margin (%) (15.2) 16.2 19.6 19.9 24.0
Interest paid (1,302) (927) (1,496) (2,084) (1,696) Total asset turnover (x) 0.2 0.3 0.4 0.4 0.4
Dividend paid (incl tax) 0 0 0 0 0 Assets/Equity (x) 2.3 2.4 2.1 1.6 1.4
Others (2) 0 0 (548) (520) ROE (%) (5.5) 12.7 16.4 14.4 14.7
Financing cash flow 4,109 1,260 (1,078) 3,369 (2,944) DuPont-RoIC
Net chg in Cash 231 (8) (569) 2,148 (2,787) NOPLAT margin (%) (4.0) 16.7 32.5 27.3 29.0
OCF 685 4,769 6,894 6,430 7,804 IC turnover (x) 0.2 0.4 0.5 0.5 0.5
Adj. OCF (w/o NWC chg.) 1,137 4,804 5,528 7,372 8,651 ROIC (%) (0.8) 7.1 15.1 13.7 14.4
FCFF 288 3,054 2,617 (1,070) 304 Operating metrics
FCFE (1,100) 1,539 850 (2,934) (1,161) Core NWC days 94.4 35.2 22.8 21.8 24.7
OCF/EBITDA (%) 83.4 105.3 117.9 75.1 75.1 Total NWC days 267.8 133.6 134.7 113.1 104.6
FCFE/PAT (%) 146.2 83.9 30.5 (80.2) (22.7) Fixed asset turnover 0.2 0.5 0.5 0.6 0.6
FCFF/NOPLAT (%) (145.0) 161.9 56.8 (21.3) 4.9 Opex-to-revenue (%) 83.6 59.9 58.8 53.3 51.2

Source: Company, Emkay Research Source: Company, Emkay Research

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY <GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
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RECOMMENDATION HISTORY - DETAILS RECOMMENDATION HISTORY - TREND

Date _Closmg TP (INR) Rating Analyst BUY Hold Sl Reduce
Price (INR) I — Add Price —— Target Price
22-Mar-24 819 900 Add Santosh Sinha
768
03-Mar-24 819 900 Add Santosh Sinha
16-Feb-24 858 825 Add  Santosh Sinha 611
25-Jan-24 762 825 Add  Santosh Sinha 454
03-Jan-24 678 745 Add Santosh Sinha 297
04-Dec-23 579 620 Add Santosh Sinha 140
N S I\ & & & S
30-Nov-23 590 620 Add Santosh Sinha § é g. é § é é
26-0ct-23 557 620 Hold Santosh Sinha & < 1 %] < & &
— — — — — - —
05-Oct-23 593 625 Hold Santosh Sinha

Source: Company, Emkay Research Source: Company, Bloomberg, Emkay Research

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
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GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of
BSE Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX), Multi Commodity Exchange of India Ltd (MCX)
and National Commodity & Derivatives Exchange Limited (NCDEX) (hereinafter referred to be as “Stock Exchange(s)”). EGFSL along with its [affiliates]
offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail), merchant
banking, commodity broking, depository participant, portfolio management and services rendered in connection with distribution of primary market issues
and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e. www.emkayglobal.com.

EGFSL is registered as Research Analyst with the Securities and Exchange Board of India ("SEBI”) bearing registration Number INHO00000354 as per SEBI
(Research Analysts) Regulations, 2014. EGFSL hereby declares that it has not defaulted with any Stock Exchange nor its activities were suspended by any
Stock Exchange with whom it is registered in last five years. However, SEBI and Stock Exchanges had conducted their routine inspection and based on their
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL
has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by
SEBI at any point of time.

EGFSL offers research services to its existing clients as well as prospects. The analyst 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.

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 clients
simultaneously, not all clients may receive this report at the same time. 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 specific recipient.

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. EGFSL may
have issued or may issue other reports (on technical or fundamental analysis basis) of the same subject company that are inconsistent with and reach
different conclusion from the information, recommendations or information presented in this report or are contrary to those contained in this report. Users
of this report may visit www.emkayglobal.com to view all Research Reports of EGFSL. 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 research published by any other analyst or by associate entities of
EGFSL; our proprietary trading, investment businesses or other associate entities 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 including but not limited to those stated herein. Additionally, other important information regarding our relationships
with the company or companies that are the subject of this material is provided herein. All material presented in this report, unless specifically indicated
otherwise, is under copyright to Emkay. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or
distributed to any other party, without the prior express written permission of EGFSL . All trademarks, service marks and logos used in this report are
trademarks or registered trademarks of EGFSL or its affiliates. The information contained herein is not intended for publication or distribution or circulation
in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise
expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities
and Exchange Board of India before investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to
be reliable, although its accuracy and completeness cannot be guaranteed.

This report has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research report relating
to any issuer/subject company.

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets.

Disclaimer for U.S. persons only: Research report is a product of Emkay Global Financial Services Ltd., under Marco Polo Securities 15a6 chaperone
service, 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 Financial Institutions Regulatory Authority
(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 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. Emkay Global Financial Services Ltd. has entered into a chaperoning 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.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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RESTRICTIONS ON DISTRIBUTION

This report is not directed to, 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 or regulation. Except otherwise restricted by
laws or regulations, this report is intended only for qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of
such jurisdictions. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any financial
instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be construed as official
confirmation of any transaction. No part of this document may be distributed in Canada or used by private customers in United Kingdom.

ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL)

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is,
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the
content of this research report, in part or in whole, certifies that he or his associated personsl may have served as an officer, director or employee of the
issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate
investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the
issuer or the new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate may have Financial
Interests2 in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any
potential conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report
operates as part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential
information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any
specific investment banking function of the EGFSL.

1 An associated person is defined as (i) who reports directly or indirectly to such a research analyst in connection with the preparation of the reports; or (ii)
another person accustomed or obliged to act in accordance with the directions or instructions of the analyst.

2 Financial Interest is defined as interest that are commonly known financial interest, such as investment in the securities in respect of an issuer or a new
listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term does not
include commercial lending conducted at the arm’s length, or investments in any collective investment scheme other than an issuer or new listing applicant
notwithstanding the fact that the scheme has investments in securities in respect of an issuer or a new listing applicant.

COMPANY-SPECIFIC / REGULATORY DISCLOSURES BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with
reference to the subject company(s) covered in this report-:

1. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her associate/relative’s may have Financial Interest/proprietary positions in
the securities recommended in this report as of May 14, 2024

2. EGFSL, and/or Research Analyst does not market make in equity securities of the issuer(s) or company(ies) mentioned in this Report
Disclosure of previous investment recommendation produced:

3. EGFSL may have published other investment recommendations in respect of the same securities / instruments recommended in this research report
during the preceding 12 months. Please contact the primary analyst listed in the first page of this report to view previous investment
recommendations published by EGFSL in the preceding 12 months.

4. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s may have material conflict of interest in the securities
recommended in this report as of May 14, 2024

5. EGFSL, its affiliates and Research Analyst or his/her associate/relative’s may have actual/beneficial ownership of 1% or more securities of the
subject company at the end of the month immediately preceding the May 14, 2024

6. EGFSL or its associates may have managed or co-managed public offering of securities for the subject company in the past twelve months.

7. EGFSL, its affiliates and Research Analyst or his/her associate may have received compensation in whatever form including compensation for
investment banking or merchant banking or brokerage services or for products or services other than investment banking or merchant banking or
brokerage services from securities recommended in this report (subject company) in the past 12 months.

8. EGFSL, its affiliates and/or and Research Analyst or his/her associate may have received any compensation or other benefits from the subject
company or third party in connection with this research report.

Emkay Rating Distribution

Ratings Expected Return within the next 12-18 months.
BUY >15% upside
ADD 5-15% upside

REDUCE 5% upside to 15% downside

SELL <15% downside

Emkay Global Financial Services Ltd.
CIN - L67120MH1995PLC084899

7th Floor, The Ruby, Senapati Bapat Marg, Dadar - West, Mumbai - 400028. India
Tel: 491 22 66121212 Fax: +91 22 66121299 Web: www.emkayglobal.com

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>.Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research
analyses may only be distributed to Institutional Investors, Expert Investors or Accredited Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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OTHER DISCLAIMERS AND DISCLOSURES:

Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst)
Regulations, 2014 with reference to the subject company(s) -:

EGFSL or its associates may have financial interest in the subject company.
Research Analyst or his/her associate/relative’s may have financial interest in the subject company.

EGFSL or its associates and Research Analyst or his/her associate/ relative’s may have material conflict of interest in the subject company. The research
Analyst or research entity (EGFSL) have not been engaged in market making activity for the subject company.

EGFSL or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately
preceding the date of public appearance or publication of Research Report.

Research Analyst or his/her associate/relatives may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the
month immediately preceding the date of public appearance or publication of Research Report.

Research Analyst may have served as an officer, director or employee of the subject company.

EGFSL or its affiliates may have received any compensation including for investment banking or merchant banking or brokerage services from the subject
company in the past 12 months. . Emkay may have issued or may issue other reports that are inconsistent with and reach different conclusion from the
information, recommendations or information presented in this report or are contrary to those contained in this report. Emkay Investors may visit
www.emkayglobal.com to view all Research Reports. 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 research published by any other analyst or by associate entities of Emkay; our proprietary trading,
investment businesses or other associate entities may make investment decisions that are inconsistent with the recommendations expressed herein. EGFSL
or its associates may have received compensation for products or services other than investment banking or merchant banking or brokerage services from
the subject company in the past 12 months. EGFSL or its associates may have received any compensation or other benefits from the Subject Company or
third party in connection with the research report. EGFSL or its associates may have received compensation from the subject company in the past twelve
months. Subject Company may have been client of EGFSL or its affiliates during twelve months preceding the date of distribution of the research report and
EGFSL or its affiliates may have co-managed public offering of securities for the subject company in the past twelve months.
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