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EIH Maintain Underperformer
Mip Car
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Reuters code EIHOBO  2QFY10 Result — Lower RevPARs affect profitability
Bloomberg code EIH IN

Net sales decline 0£f33% to Rs 1.6 bn was better than our expectations. Despite

Mark . (US 1,063
arket cap. (USS mn) ’ curtailment in operating costs, decline of 35% in RevPARs led to 22%

6M avg. daily turnover (US$ mn) 08 contraction in the EBITDA margins to 5%. The company reported a net loss of

Issued shares (mn) 393 Rs 97 mn for the quarter.

Target price (Rs) 96

Continuing weakness in business demand led to lower room rents and occupancies during

Performance (%) IM  3M  12M the quarter. Although the current year is expected to remain subdued, with the likely

Absolute 4 9 51 improvement in demand in the coming quarters and a 36% increase in room inventory from
Relative 7 3 @) its new Trident property and the re-opening of Oberoi property in Mumbai, we expect
Valuation ratios strong profit growth in FY11E. However, to factor in the sharp reduction in the RevPARs and
Yr to 31 Mar FY10E FY11E a delay in the commissioning of 440-room Trident property, we are revising our estimates
0 0 o
EPS (Rs) 9.9 35 downwards by 45% for FY10E and 27% for FY11E and maintain our Underperformer
/e ) 49.9) 50.0 rating on the stock with a target price of Rs 96, valuing it at 13x (earlier 12x) our FY11E
EBITDA estimates. We value EIH at a higher multiple than the market leader Indian Hotels,
PER (x) 58.2 36.6
PBV () o 5 as EIH stands better placed with a pure domestic portfolio, low debt on books and its premium
X . .
properties. We currently lack clarity on the likely promoter stake sale and believe a possible
Dividend/Yield (%) 0.6 0.9 o o T
acquisition trigger could provide significant upsides in future.
EV/Sales (x) 8.0 5.6
EV/EBITDA (x) 21.8 165  Highlights

. *  Occupancy rates declined by 658 bps to 52% while, room rents declined by 26% for the
Major shareholders (%)

quarter. F&B revenues declined by 25% to Rs 649 mn during the quarter.

Promoters 46
— 5 * Printing press division reported a decline of 6% with a PBIT loss of Rs 91 mn.
MTFs | * The management has indicated a delay in the opening of the Trident property at BKC,
BFSTs 3 Mumbai due to the delay in operating licences and now expects the opening of this
Public & Others - property in December 2009. The Oberoi property in South Mumbai is expected to open
in 4QFY10.
Financial highlights
(Rs mn) 2Q0FY09 2QFY10 YoY (%) 1HFY09 1HFY10 YoY(%) FY09 FYIOE YoY (%) FYIIE YoY (%)
Net Sales 9,349 1,560  (33.4) 4,705 3,058 (35.0) 9,624 7,605 (21.0) 10,784 41.8
Other operatingincome - - - - - 1,974 2,033 3.0 1,136 (44.1)
EBITDA 638 82 (87.1) 1,347 74 (94.5) 3,973 2,795 (29.6) 3,749 34.1
EBITDA Margin (%) 27.2 5.3 - 28.6 2.4 - 34.3 29.0 - 31.4 -
Other Income 176 164 (7.0) 371 856 130.6 498 547 10.0 602 10.0
Interest (196) (239) 21.5 (877) (458) 215 (953)  (1,064) 1.7 (1,087) 2.1
Depreciation (131) (152) 15.9 (265) (300) 134 (749)  (88) 182 (1,046) 18.1
PBT 487 (145)  (129.7) 1,077 172 (84.0) 2769 1,394 (49.7) 2,219 59.2
Tax (174) 48 (127.7) (384) (78)  (79.6) (1,074)  (530) (50.7)  (843) 59.2
Adjsuted PAT 313 96)  (130.8) 693 94 (864) 1,699 864 (49.2) 1374 59.0
EPS (Rs) 0.8 0.2  (130.8) 1.8 02  (86.4) 4.3 2.2 (49.2) 3.5 59.0

Note: Quarterly numbers are standalone. FY10E other operating income includes Rs 1 bn as insurance claim for loss of profits due to business interruptions.
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Revision in Estimates
(Rs mn) FY10E FY11E
oid New Variance (%) (0) 0 New Variance (%)
Sales 9,676 7,605 (21.4) | 13,279 10,784 (18.8)
EBITDA 3,945 2,795 (29.1) 4,495 3,749 (16.6)
EBITDA margin (%) 33.6 29.0 31.2 31.4
PAT 1,562 864 (44.7) 1,885 1,374 (27.1)
EPS (Rs) 4.0 2.2 (44.7) 4.8 3.5 (27.1)
PER Band
400
350 A
300
250
200 60.1x
49.4x
150 38.8x
100 28.1x
50 17.4x
0 T T T T T T T T T T T T T T T T T T
<+ <+ <+ [Ip} [Ip} ) <= o O <= ~ ~ ~ o) [ee] [ee] D (2] D
T 2 I LI I IIILIIIIIIIIIIIIIIIee
=] = > 0o [=} b3l =] > o, o & a0 ES o —_ S & — 5
E25 858835822583 38258

Source: B&K Research



B&K RESEARCH

OcTOoBER 2009

Income Statement

Cash Flow Statement

Yr end 31 Mar (Rsmn) FY038 FY09 FY10E FYI11E Yr end 31 Mar (Rsmn) FY08 FY09 FY10E FYI11E
Netsales 11,620 9,624 7,605 10,784 Pre-tax profit 3,636 2,769 1,394 2,219
Growth (%) 15.7 (17.2) (21.0) 41.8 | | Depreciation 653 749 885 1,046
Operating expenses (7,719)  (7,625)  (6,843)  (8,172)| | Change in working capital  (10) (793) 571 (780)
Operating profit 3,901 1,999 762 2,612 Total tax paid (1,267) (966) (530) (843)
Other operating income 902 1,974 2,033 1,136 Cash flow from oper. (a) 3,012 1,758 2,320 1,641
EBITDA 4,803 3,973 2,795 3,749 Capital expenditure (3,047) (2,870)  (1,650) (1,150)
Growth (%) 20.7 (17.3) (29.6) 34.1 L
Depreciation (653) (749) (885) (1.046) Change in investments 683 (149) 0 0
Other income 423 498 547 6oz | | Others (246)  (182) ! 0
EBIT 4,574 3,722 2,458 3,305 Cash flow from inw. (b) (2,610) (3,201) (1,649) (1,150)
Interest paid (904) 953)  (1,064) (1,087) Free cash flow (a+b) 402 (1,443) 670 491
Pre-tax profit 3,670 2,769 1,394 92,219 Debt raised/(repaid) 13 2,095 190 300
(before non-recurring) Dividend (incl. tax) (644) (834) (562) (368)
Non-recurring items (34) 0 0 0 Others 3 507 (534) (31)
Pre-tax profit 3,636 2,769 1,394 2,219 Cash flow from fin. (c) (628) 1,767 (907) (100)
(after non-recurring) Net change in cash (at+b+c) (226) 324 (236) 391
Tax (current + deferred) (1,400) (1,074) (530) (843)
Net profit (before Minority 2,236 1,695 864 1,375 Key Ratios
Interest, Pref. Dividend, etc.) Yrend31Mar (%) FY08 FY09 FYI0E FYI11E
Minority interests (21) 5 (0) (1)
Reported PAT 2,215 1,699 864 1,374 | |Adjusted EPS (Rs) 5.7 4.3 2.2 3.5
Adjusted net profit 2,249 1,699 864 1,374 | |Growh 6.9 (244 (199 59.0
Growth (%) 16.9 (24.4) (49.2) 59.0 Book NAV/share (Rs) 26.3 30.6 30.6 32.6
Dividend/share (Rs) 1.8 1.2 0.8 1.2
Balance Sheet Dividend payout ratio 37.1 33.1 42.6 40.2
Tax 38.5 38.8 38.0 38.0
Yrend 31 Mar (Rsmn) FY08 FY09 FY10E FY11E EBITDA margin 38.4 34.3 99.0 31 4
Cash & Marketable securities 460 784 548 939 EBIT margin) 36.5 32.1 25.5 27.7
Other current assets 3,554 4571 3,727 4,791 RoCE 20.5 14.8 9.1 11.9
Investments 2,510 2,659 2,659 2,659 | |Netdebt/Equity 69.5 73.8 77.0 72.3
Net fixed assets 19,871 22,191 22,956 23,060
Other non-current assets 0 26 0 0 Valuations
Total assets 26,195 30,230 29,389 31,449 Yr end 31 Mar (x) FY08 FY09 FYI0E FYI11E
PER 22.4 29.6 58.2 36.6
Current liabilities 3,038 3,215 2,722 3,190 PCE 17.3 20.5 28.8 20.8
Total debt 9,314 11,409 11,599 11,899 Price/Book 4.9 4.9 4.9 3.9
Other non-current liabilities 1,102 1,210 1,210 1,210 Yield (%) 1.4 1.0 0.6 0.9
Total liabilities 13,454 15,834 15,531 16,299 EV/Net sales 5.2 6.3 8.0 5.6
EV/EBITDA 12.7 15.3 21.8 16.3
Share capital 786 786 786 786
Reserves & surplus 11,722 13339 13300 14092 | | Du Pont Analysis — ROE
Less: Misc. expenditure (17) (1) (0) (0) Yr end 31 Mar (x) FY08 FY09 FY10E FYI11E
Shareholders’ funds 12,491 14,124 14,086 14,878 Net margin (%) 19.4 17.7 11.4 19.7
Minorities interests 250 272 272 272 Asset turnover 0.5 0.3 0.3 0.4
Total equity & liabilities 26,195 30,230 29,889 31,449 Leverage factor 2.1 2.1 2.1 2.1
Capital employed 23,157 27,015 27,167 28,258 Return on equity (%) 18.7 12.5 6.0 9.3
Note: FY10E other operating income includes Rs 1 bn as insurance claim for loss of profits due to business interruptions.
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Analyst Declaration: We, Sweta Jain & Ashit Desai, hereby certify that the views expressed in this report accurately reflect our personal views about the
subject securities and issuers. We also certify that no part of our compensation was, is, or will be, directly or indirectly, related to the specific recommendation
or view expressed in this report.
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B&K Securities is the trading name of Batlivala & Karani Securities India Pvt. Ltd.

B&K Investment Ratings:

1. BUY: Potential upside of > +25% (absolute returns)
2. OUTPERFORMER: 0 to +25%

3. UNDERPERFORMER: 0 to -25%
4

SELL: Potential downside of < -25% (absolute returns)

All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, or transmitted, in any form or by any means, electronic,
mechanical, print, publishing, photocopying, recording or otherwise without the permission of Batlivala & Karani Securities India Pvt. Ltd. Any unauthorized
act in relation to all or any part of the material in this publication may call for appropriate statutory proceedings.

The information contained herein is confidential and is intended solely for the addressee(s). Any unauthorized access, use, reproduction, disclosure or
dissemination is prohibited. This information does not constitute or form part of and should not be construed as, any offer for sale or subscription of or any
invitation to offer to buy or subscribe for any securities. The information and opinions on which this communication is based have been complied or arrived
at from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to their accuracy, correctness and
are subject to change without notice. Batlivala & Karani Securities India P Ltd and/ or its clients may have positions in or options on the securities mentioned
in this report or any related investments, may effect transactions or may buy, sell or offer to buy or sell such securities or any related investments. Recipient/s
should consider this report only for secondary market investments and as only a single factor in making their investment decision. The information enclosed
in the report has not been vetted by the compliance department due to the time sensitivity of the information/document. Some investments discussed in this
report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when the investment is
realized. Those losses may equal your original investment. Some investments may not be readily realizable and it may be difficult to sell or realize those
investments, similarly it may prove difficult for you to obtain reliable information about the value, risks to which such an investment is exposed. Neither B&K
Securities nor any of its affiliates shall assume any legal liability or responsibility for any incorrect, misleading or altered information contained herein.

B & K SECURITIES INDIA PRIVATE LTD.
Equity Research Division: City Ice Bldg., 298, Ground/1st Floor, Perin Nariman Street, Behind RBI, Fort, Mumbai - 400 001, India. Tel.: 91-22-4031 7000, Fax: 91-22-2263 5020/30.
Registered Office: Room No. 3/4, 7 Lyons Range, Kolkata - 700 001. Tel.: 91-33-2243 7902.

B&K Research is also available on Bloomberg <BNKI>, Thomson First Call & Investext.
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