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Estimate change

CMP: INR1,297

TP: INR1,400 (+8%) Neutral

Subdued performance; near-term outlook weak

TP change 1

Rating change -
Bloomberg PVRINOX IN
Equity Shares (m) 98
M.Cap.(INRb)/(USDb) 127.3/1.5
52-Week Range (INR) 1880/ 1248
1, 6, 12 Rel. Per (%) -7/-35/-32
12M Avg Val (INR M) 1045
Financials & Valuations (INR b)

Y/E March 2024 2025E 2026E
Sales 61.1 63.7 74.1
EBITDA 7.1 7.5 111
Adj. PAT 1.1 0.8 3.3
EBITDA Margin (%) 11.7 11.8  15.0
Adj. EPS (INR) 11.7 7.8 340
EPS Gr. (%) LP  -33.2 336.1
BV/Sh. (INR) 747.3 755.1 789.0
Ratios

Net D:E 1.1 1.0 0.0
RoE (%) 1.6 1.0 4.4
RoCE (%) 2.8 2.5 5.3
Payout (%) 0.0 0.0 0.0
Valuations

P/E (x) 111.3 166.6 38.2
P/BV (x) 1.7 1.7 1.6
EV/EBITDA (x) 19.7 186 123
Div Yield (%) 0.0 0.0 0.0

Shareholding pattern (%)

As On Mar-24 Dec-23 Mar-23
Promoter 27.8 27.8 27.5
DIl 40.2 39.2 30.2
Fll 16.8 21.8 31.2
Others 15.2 11.1 11.2

FIl Includes depository receipts

PVR-Inox reported a subdued quarter, with 22.6% occupancy and 0.1%
EBITDA margin. Revenue declined 19% QoQ, led by weak ticketing and ad
revenue, which, coupled with an increase in movie distribution and other
expenses, led to EBITDA of INR12m (big miss).

The 2024 general elections and T20 Cricket World Cup are likely to weigh
on the 1QFY25 movie pipeline, which could lead to lower occupancy.
Hence, we cut our EBITDA estimates by 24%/13% for FY25/FY26. Continued
fluctuation in occupancy could remain a key monitorable, as the business
remains highly sensitive to occupancy, and even a 200-300bp blip could
derail the screen economics. Reiterate Neutral with a TP of INR1,400.

Big miss in EBITDA; occupancy remains soft

Consolidated revenues grew 10% YoY (-19% QoQ) to INR12.6b (in line) due
to a decline in ticketing and ad revenues.

EBITDA (pre Ind-AS 116) stood at INR12m (big miss) due to an increase in
movie distribution expenses, print charges and other expenses (+900bp of
sales QoQ), partially offset by a decrease in movie exhibition costs (-430bp
QoQ). Reported margin stood at 0.1% (vs. 0.5%/13.1% in 4QFY23/3QFY24).
Depreciation declined 11% QoQ and interest costs remained flat QoQ.
Accordingly, reported loss stood at INR901m (vs. est. loss of INR967m).
FY24 revenue/EBITDA grew by 17% /37% YoY, and PAT grew to INR1.1b (vs.
a loss of INR539m in FY23).

OCF jumped 5.8x to INR9.2b due to 37% YoY growth in EBITDA to INR8b
and an increase in trade payable days. Capex was flat YoY at INR6.3b and
interest payout grew 24% YoY to INR1.8b. As a result, FCF grew by INR1.1b
(vs. INR6.2b outflow in FY23). Net debt fell by INR1.1b to INR13.1b in FY24.
WC days stood at -134 in FY24 (vs. -126 days in FY23), led by an increase in
trade payables.

Highlights from the management commentary

Current environment: The ongoing general election has impacted the flow
of new releases in 1QFY25, which is expected to stabilize by mid-Jun’24.
Merger synergies: The company had guided for annual EBITDA level
synergies of INR2.25b during the merger, out of which around INR1.85-
2.08b have been achieved. The full impact of these synergies would be
visible when occupancy improves.

Net cash focus: The company focuses on becoming a net cash company and
evaluating monetization of real estate assets (INR3-4b) owned by the
company and using the proceeds to reduce leverage.

Capital-light model: It aims to reduce annual capex by exploring models
like FOCO, where investment will be made by the property owner and PVR-
Inox will be operating. It expects to reduce total capex in FY25 by ~25% YoY.
This will improve ROCE, while margins may see a slight dip.

Tanmay Gupta - Research Analyst (Tanmay.Gupta@MotilalOswal.com)
Investors are advised to refer through important disclosures made at the last page of the Research Report.

Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital.
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Valuation and view

B Occupancy moderated in 4Q as the quarter witnessed some normalcy across the
releases and impact of the IPL and general elections.

B Stable occupancies, healthy recovery in advertising revenues, increased risk of
rising scale, and the traction of movie releases over OTT platforms continue to
be our key monitorables, as highlighted in our report.

B The 2024 general elections and T20 Cricket World Cup are likely to weigh on the
1QFY25 pipeline, which could lead to lower occupancy. Hence, we cut our
EBITDA estimates by 24%/13% for FY25/FY26.

B Maintaining occupancy and traction in ad revenues amid an increasing threat
from deep-pocketed OTT players would remain a key catalyst for growth. We
value PVR-Inox at 13x FY26E EV/EBITDA to arrive at our TP of INR1,400.
Reiterate Neutral.

Quarterly Performance (INR m)
Y/E March FY23E FY24 FY23* FY24 FY24  Est.
1Q* 2Q* 3Q* 4Q 1Q 2Q 3Q 4Q 4QE Var.%
Net Sales 15,636 10,601 14,556 11,431 13,049 19,999 15,459 12,564 52,224 61,071 12,477 1
YoY Change (%) 2961.1 860.3 131.1 33.9 -16.5 88.7 6.2 9.9 292.8 16.9 9.2
Total Expenditure 12,513 10,655 12,466 11,378 12,241 15,723 13,434 12,552 47,012 53,950 12,174 3
EBITDA 3,123 -54 2,090 53 808 4,276 2,025 12 5,212 7,121 303 -96
YoY Change (%) -340.9 -95.7 290.7 -85.4 -74.1 -8,018.5 -3.1 -77.4 -323.6 36.6 471.8
Depreciation 894 906 919 1,196 1,111 1,220 1,254 1,122 3,915 4,707 1,244 -10
Interest 415 417 418 419 464 486 451 453 1,669 1,854 522 -13
Other Income 260 217 188 216 195 197 234 340 881 966 154 121
PBT before EO expense 2,074 -1,160 941 -1,346 -572 2,767 554 -1,223 509 1,526 -1,309 -7
Extra-Ord expense 0 0 244 108 0 0 0 0 352 0 0
PBT 2,074 -1,160 697 -1,454 -572 2,767 554 -1,223 157 1,526 -1,309 -7
Tax 650 -376 662 1,402 -131 693 142 -322 2338.0 384.1 -341 -6
Rate (%) 31.3 324 95.0 -96.4 22.9 25.0 25.6 26.3 1489.2 25.2 26.1
MI & Profit/Loss of Asso. Cos. 0 0 0 0 0 0 0 0 0 0 0
Reported PAT 1,424 -784 35 -2,856 -441 2,074 412 -901 -2,181 1,142 -967 -7
Adj PAT 1,424 -784 279 -1,458 -441 2,074 412 -901 -539 1,142 -967 -7
YoY Change (%) -200.3 -50.9 -226.6 7343 -131.0 -364.5 47.7 -38.2 -87.1 -311.8 -334.8

*Restated for merged entity; MOFSL Estimates
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Other highlights

B Revenue breakup-

> Ticketing revenues grew 6% YoY (-24% QoQ) to INR6.4b due to a) decline in
occupancy QoQ to 22.6% (vs. 25%/21% in 3QFY24/ 4QFY23) and b) decline in
ATP by 14% QoQ to INR233.

> F&B revenues grew 17% YoY (-13% QoQ) to INR4.1b due to a) 2% QoQ decline in
SPH to INR129 and b) 11% decline in admits.

» Ad revenues grew 15% YoY (-26% QoQ) to INR1b.
The company added 33 new screens across six properties in 4QFY24. It operates
360 cinemas with 1,748 screens across 112 cities in India and Sri Lanka.

B Impactin 1QFY25 as well: The ongoing general election has also impacted the
flow of new releases in the current quarter, which is expected to stabilize by

mid-Jun’24.
m  Market share gain: PVR-Inox box office grew 19% vs. 13% growth in India Box
Office.
Exhibit 1: Valuation summary
Particulars Valuation
EBITDA FY26E (INR b) 11.09
Multiple 13
EV (INR b) 146.40
Net Debt (INR b) 9.20
Target Market cap (INR b) 137.20
No. of shares 0.10
Target Price 1,400
CmMP 1,297
Upside 8%

Source: MOFSL, Company

Exhibit 2: Valuation summary

FY25E FY26E
Ticket revenue (INR m)
Old 35,043 40,062
Actual/New 33,279 38,829
Change (%) -5.0 -3.1
Total revenue (INR m)
Old 66,430 76,004
Actual/New 63,662 74,117
Change (%) -4.2 -2.5
EBITDA (INR m)
Old 9,811 12,813
Actual/New 7,494 11,091
Change (%) -23.6 -13.4
EBITDA margin (%)
Old 14.8 16.9
Actual/New 11.8 15.0
Change (bp) -300 -189
PAT (INR m)
Old 2,536 4,655
Actual/New 763 3,327
Change (%) -69.9 -28.5
Adj. EPS (INR)
Old 25.9 47.5
Actual/New 7.8 34.0
Change (%) -69.9 -28.5

Source: MOFSL, Company
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Takeaways from the management interaction

Key Highlights:

Current environment: The ongoing general election has also impacted the flow
of new releases in 1QFY25, which is expected to stabilize by mid-Jun’24.

Merger synergies: The company had guided for annual EBITDA level synergies of
INR2.25b during the merger, out of which around INR1.85-2.08b have been
achieved. The full impact of these synergies would be visible when occupancies
improve.

Net cash focus: The company focuses on becoming a net cash company and
evaluating monetization of real estate assets (INR3-4b) owned by the company
and using the proceeds to reduce leverage.

Capital Light model: It aims to reduce our annual capex by exploring models like
FOCO, where investment will be made by property owner and PVR INOX will be
operating. It expects overall capex in FY25 to reduce by ~25% YoY. This will
improve ROCE, while margins may see a slight dip.

Detailed Highlights:
Current environment

m  Significant volatility was observed in box office collections in FY24, with 4QFY24
being the weakest quarter.

B The ongoing general election has also impacted the flow of new releases in the
current quarter, which is expected to stabilize by mid-Jun’24.

Guidance

B The company had guided for annual EBITDA level synergies of INR2.25b, which
will be achieved over 12-24 months.

®  During the year, the company achieved a total EBITDA level synergy of INR1.85-
2.08b.

» Of this, box office contributed ~INR 890-970m, F&B contributed ~INR 340-400m,
savings on manpower & other overheads contributed ~INR620-710m.

> The full impact of these synergies would be visible as occupancies improve.

® Screen addition: It expects to open ~120 new screens in FY25 and net screen

addition of 50-60, as the company could close 70 screens in order to optimize
cost.

Four key strategic priorities from the medium- to long-term perspective

1.

Improve the profitability of the existing circuit through revenue enhancement

by driving box office initiatives like Movie Passport, Cinema Lover’s Day,

screening of alternate content like film festivals, live concerts, key sporting and

other events.

Focus on reducing costs by renegotiating rentals for operational cinemas,

shutting down underperforming cinemas, reducing overhead costs and having a

leaner organizational structure.

a. Closed 85 underperforming screens in FY24 and ~70 screens expected to be
closed in FY25

Adopting a capital-light model, wherein it aims to reduce its annual capex by

exploring alternate models like FOCO (franchisee owned, company operated),

partnering with developers for jointly investing in new screen capex.
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Investment will be made by property owner and operations will be with PVR

INOX.
Reduce overall capex in FY25 by ~25% YoY.

Plans to open about 120 new screens in FY25, prioritizing expansion efforts

in South India.

4. Become net cash company over the next few years; evaluating monetization of
real estate assets (INR3-4b) owned by the company and using the proceeds to
reduce leverage.

Devyani International and PVR INOX announce strategic partnership for operating
food courts in shopping malls

®  Through this opportunity, PVR INOX will be able to pivot to a pre-ticketed F&B
revenue stream as opposed to the current post-ticketed F&B revenue.

B Since the company wants to expand its F&B business, this will be the first step in
that direction.

m  Devyani and PVR INOX shall invest in the equity share capital of the proposed
company in the ratio of 51:49 and to incorporate a new company for the
development and operation of food courts situated within shopping malls in
India.

Exhibit 3: Consolidated quarterly performance (INR m)

Quarterly performance (INR m) 4QFY23 3QFY24 4QFY24 YoY (%) QoQ (%) 4QFY24E  v/s est (%)
Revenue 11,431 15,459 12,564 10 -19 12,477 1
Total operating cost 11,378 13,434 12,552 10 -7 12,174 3
EBITDA 53 2,025 12 -77 -99 303 -96
EBITDA margin (%) 0.5 13.1 0.1 -37 -1,300 2.4 233.4
Depreciation 1,196 1,254 1,122 -6 -11 1,244 -10
EBIT -1,143 771 -1,110 -3 -244 -941 18
Interest 419 451 453 8 0 522 -13
Other Income 216 234 340 57 45 154 121
PBT -1,346 554 -1,223 -9 -321 -1,309 -7
Exceptional Items 0 0 0 NM NM 0 NM
PBT -1,346 554 -1,223 -9 -321 -1,309 -7
Tax 1,402 142 -322 -123 -327 -341 -6
Reported PAT -2,748 412 -901 -67 -319 -967 -7
Adjusted PAT -1,458 412 -901 -38 -319 -967 -7
Source: MOFSL, Company
Exhibit 4: KPI snapshot
KPI 4QFY23 3QFY24 4QFY24 YoY (%) QoQ (%)
Screens 1,569 1,708 1,718 9% 1%
Admits ('000) 29,600 36,500 32,600 10% -11%
Occupancy (%) 21.0% 25.2% 22.6% 8% -10%
ATP (INR) 221 271 233 5% -14%
SPH (INR) 118 132 129 9% -2%

Source: MOFSL, Company
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Story in charts

Exhibit 5: Revenue up 10% YoY/down 19% QoQ Exhibit 6: EBITDA margin (Pre-Ind AS116) contracted to 0.1%
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Exhibit 7: ATP contracted QoQ to INR233 Exhibit 8: Footfalls fell to 33m
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Financials and valuations

Consolidated - Income Statement (INR m)
Y/E March FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Net Sales 30,856 34,144 2,769 13,294 52,224 61,071 63,662 74,117
Change (%) 32.2 10.7 -91.9 380.2 292.8 16.9 4.2 16.4
Total Production Expenses 9,407 9,971 1,156 4,013 14,408 19,107 18,652 21,942
% of Sales 30.5 29.2 41.8 30.2 27.6 31.3 29.3 29.6
Personnel Expenses 3,373 3,938 2,171 2,651 5,375 6,573 7,527 8,523
% of Sales 10.9 11.5 78.4 19.9 10.3 10.8 11.8 11.5
Rent 5,091 5,659 1,196 3,213 10,426 11,928 12,508 13,341
% of Sales 16.5 16.6 43.2 24.2 20.0 19.5 19.6 18.0
Administrative & Other Expenses 7,122 8,815 3,249 5,749 16,803 16,342 17,480 19,219
% of Sales 23.1 25.8 117.4 43.2 32.2 26.8 27.5 25.9
Total Expenditure 24,992 28,383 7,771 15,625 47,012 53,950 56,168 63,026
% of Sales 81.0 83.1 280.7 117.5 90.0 88.3 88.2 85.0
EBITDA 5,863 5,762 -5,003 2,331 5,212 7,121 7,494 11,091
Margin (%) 19.0 16.9 -180.7 -17.5 10.0 11.7 11.8 15.0
Depreciation 1,913 2,324 2,383 2,642 3,915 4,707 5,446 5,706
EBIT 3,951 3,437 -7,386 -4,973 1,297 2,414 2,048 5,385
Int. and Finance Charges 1,280 1,521 1,490 1,542 1,669 1,854 1,994 1,904
Other Income 331 378 336 777 881 966 966 966
PBT bef. EO Exp. 3,002 2,294 -8,540 -5,738 509 1,526 1,020 4,447
EO Expense/(Income) 0 5 0 0 352 0 0 0
PBT after EO Exp. 3,002 2,288 -8,540 -5,738 157 1,526 1,020 4,447
Current Tax 1,017 627 -2,539 -1,548 2,338 384 257 1,119
Deferred Tax 79 0 0 0 0 0 0 0
Tax Rate (%) 36.5 27.4 29.7 27.0 1489.2 25.2 25.2 25.2
Less: Minority Interest -68 -5 3 0 0 0 0 0
Reported PAT 1,838 1,656 -5,998 -4,190 -2,181 1,142 763 3,327
Adj. PAT 1,838 1,708 -6,010 -4,190 -539 1,142 763 3,327
Change (%) 47.0 -7.1 -451.9 -30.3 -87.1 -311.8 -33.2 336.1
Margin (%) 6.0 5.0 -217.1 -31.5 -1.0 1.9 1.2 4.5
Net Profit 1,770 1,652 -5,994 -4,190 -2,181 1,142 763 3,327
Consolidated - Balance Sheet (INR m)
Y/E March FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Equity Share Capital 467 514 608 610 980 980 980 980
Total Reserves 14,490 14,289 17,726 13,094 72,319 72,254 73,017 76,344
Net Worth 14,957 14,802 18,334 13,704 73,299 73,234 73,997 77,324
Minority Interest 5 3 0 -3 -7 -3 -3 -3
Deferred Liabilities (net) 266 -2,049 -3,987 -5,926 -4,735 -4,881 -4,881 -4,881
Total Loans 11,039 48,723 47,524 51,959 80,519 83,035 81,035 79,035
Lease Liabilities 37,715 36,512 36,907 62,593 65,858 65,858 65,858
Capital Employed 26,267 61,479 61,871 59,734 1,49,076 1,51,385 1,50,148 1,51,475
Net Fixed Assets 27,425 58,860 54,751 54,074 1,42,086 1,44,781 1,44,932 1,45,726
Right to use Assets 30,047 27,554 26,783 53,746 54,917 54,917 54,917
Capital WIP 2,208 1,547 2,172 645 2,473 2,464 2,464 2,464
Total Investments 111 23 3 5 2 161 161 161
Curr. Assets, Loans&Adv. 8,659 11,799 14,106 12,584 15,436 15,890 16,397 19,380
Inventory 303 307 250 342 664 725 653 786
Account Receivables 1,839 1,893 307 707 1,825 2,346 2,093 2,437
Cash and Bank Balance 341 3,223 7,314 5,781 3,616 4,038 3,186 3,973
Loans and Advances 6,175 6,377 6,235 5,754 9,332 8,781 10,465 12,184
Curr. Liability & Prov. 12,135 10,750 9,161 7,573 10,922 11,911 13,806 16,255
Account Payables 11,920 10,571 8,909 7,448 10,291 11,214 13,628 16,077
Provisions 215 180 252 126 631 697 178 178
Net Current Assets -3,477 1,049 4,945 5,011 4,515 3,979 2,591 3,124
Appl. of Funds 26,267 61,479 61,872 59,734 1,49,076 1,51,385 1,50,148 1,51,476
14 May 2024 7
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Financials and valuations
Ratios
Y/E March FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Basic (INR)
EPS 37.9 32.2 -98.7 -68.7 -22.3 11.7 7.8 34.0
Cash EPS 80.2 78.5 -59.7 -25.4 345 59.7 63.4 92.2
BV/Share 320.0 288.3 301.7 224.7 748.2 747.3 755.1 789.0
DPS 2.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Payout (%) 6.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Valuation (x)
P/E 34.2 40.3 NM -18.9 -58.3 111.3 166.6 38.2
Cash P/E 16.2 16.5 NM -51.1 37.6 21.7 20.5 14.1
P/BV 4.1 4.5 43 5.8 1.7 1.7 1.7 1.6
EV/Sales 4.5 5.1 60.4 13.0 3.9 3.4 3.2 2.7
EV/EBITDA 23.5 30.0 NM -58.5 27.1 19.7 18.6 12.3
Dividend Yield (%) 0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Return Ratios (%)
RoE 13.8 11.1 -36.2 -26.2 -5.0 1.6 1.0 4.4
RoCE 12.5 10.7 -10.7 -10.5 -50.4 2.8 2.5 5.3
RolC 12.8 11.7 -14.3 -22.5 -37.2 2.3 1.9 5.1
Working Capital Ratios
Asset Turnover (x) 1.2 0.6 0.0 0.2 0.4 0.4 0.4 0.5
Inventory (Days) 4 3 33 9 5 4 4 4
Debtor (Days) 22 20 40 19 13 14 12 12
Creditor (Days) 141 113 1,175 204 72 67 78 79
Working Capital Turnover (Days) -45 -23 -312 -21 6 0 -3 -4
Leverage Ratio (x)
Current Ratio 0.7 1.1 1.5 1.7 1.4 13 1.2 1.2
Debt/Equity 0.7 3.3 2.6 3.8 1.1 1.1 1.1 1.0
Consolidated - Cash Flow Statement (INR m)
Y/E March FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Net Profit / (Loss) Before Tax / EO 3,002 896 -9,388 -6,807 -2,089 -439 1,020 4,447
Depreciation 1,913 5,425 5,748 6,144 3,010 4,524 5,446 5,706
Interest & Finance Charges 1,280 4,730 4,949 4,938 5,600 7,913 1,994 1,904
Direct Taxes Paid -1,097 -295 72 99 1 326 -257 -1,119
(Inc)/Dec in WC 4,007 -2,647 -803 434 -1,969 890 537 253
CF from Operations 9,105 8,108 578 4,808 4,553 13,214 8,740 11,191
Others -331 -238 -4,705 -3,140 4,086 6,576 -966 -966
CF from Operating incl EO 8,774 7,870 -4,127 1,668 8,639 19,790 7,774 10,225
(inc)/dec in FA -14,630 -3,838 -1,166 -1,245 -6,339 -6,269 -5,598 -6,500
Free Cash Flow -5,856 4,033 -5,293 423 2,300 13,521 2,177 3,725
(Pur)/Sale of Investments 99 0 0 0 0 -161
Others 2,739 -66 -1,720 1,217 581 164 966 966
CF from Investments -11,793 -3,903 -2,886 -28 -5,759 -6,266 -4,632 -5,534
Issue of Shares 0 5,041 10,931 183 305 188 0 0
(Inc)/Dec in Debt 4,425 -674 1,768 1,553 1,260 -732 -2,000 -2,000
Interest Paid -1,280 -1,151 -982 -1,246 -1,442 -1,792 -1,994 -1,904
Dividend Paid -113 -360 0 0 0 0 0 0
Others 0 -4,965 -962 -2,658 -7,059 -10,589 0 0
CF from Fin. Activity 3,033 -2,110 10,755 -2,168 -6,935 -12,925 -3,994 -3,904
Inc/Dec of Cash 14 1,857 3,742 -528 -4,055 599 -852 787
Add: Beginning Balance 328 -74 1,783 5,524 4,996 941 1,540 688
Closing Balance 341 1,783 5,524 4,996 941 1,540 688 1,475
Other balances 1,441 1,790 785 2,675 2,498 2,498 2,498
Net Closing Balance 341 3,223 7,314 5,781 3,616 4,038 3,186 3,973
E: MOFSL Estimates

Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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Explanation of Investment Rating
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