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Upside(%) 77.6
Recommendation Strong Buy
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Reuters Ticker ROHL.BO
Bloomberg Ticker ROHL.IN

Market cap (INR Cr.) 319.92
Outstanding Shares (Cr.) 2.74
Face Value (INR) 10.00
Dividend Yield(%) 1.29
TTM P/E (x) 27.02
Industry P/E (x) 61.19
Debt/Equity 0.66
Beta vs. Sensex 1.91
52 Week High/ Low (INR) 238.90/99.55
Avg. Daily Vol. (NSE)/1 yr. 108658

Shareholding Pattern (%)

Sep-2018  Jun-2018 Mar-2018
Promoters 69.30 69.35 69.53
Institutions 7.20 7.20 6.96
Non-institutions 23.50 23.44 23.51
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Company Overview

Royal Orchid Hotels is one of India’s fastest growing hotel chains. It
primarily operates 5 and 4 star hotels, service apartments and budget
hotels enabling it to target the discerning business and leisure traveler.
It currently operates 49 hotels across 35 locations in India.

The company operates under flagship brands — Royal Orchid, Royal
Orchid Central, Royal Orchid Suites, Regenta Hotels & Regenta Inn.
Royal Orchid has a total of 3414 rooms as on Q2FY19 and more than 2

Key Highlights

e Revenue from Operations went up by 9.1% y-o-y to INR26.96
crores. EBITDA for Q2 was at INR4.89 crores up by20.2%.

e PAT was flat at INR3.03 crores as against INR3.2 crores primarily due
to higher tax expenses which has gone up by ~100% y-o-y.

e EBITDA margin for the quarter was at 18.1% and the PAT margin
was at 11.2%.The EBITDA margin improved by 168 basis points
where as PAT margin declined by ~150 bps.

e PBT for the period was at INR4.54 crores as against INR3.90 crores
same period PY.

e Royal Orchid Hotels has opened its new hotel, Regenta Resort in
Bharatpur, Rajasthan taking total number of properties to 49 in 35
regions.

Exhibit 1: Financial Performance at a glance (Consolidated)

Particulars (INR Cr) FY 2016 FY 2017 FY 2018 FY 2019E FY 2020E

Revenue from operations 158.53 174.87 190.90 222.40 261.32
Growth (%) 7.3% 10.3% 9.2% 16.5% 17.5%
EBITDA 24.70 31.70 39.73 45.92 61.63
EBITDA Margins (%) 15.6% 18.1% 20.8% 20.6% 23.6%
Net Profit -1.29 -3.44 3.39 8.55 19.76
Net Profit Margins (%) -0.8% -2.0% 1.8% 3.8% 7.6%
EPS -1.33 -1.68 0.89 2.80 6.92
BVPS 58.76 60.14 60.64 62.04 67.37
P/E (x) N/A N/A 133.74 42.32 17.12
P/BV (x) 2.02 1.97 1.95 1.91 1.76
EV/EBITDA (x) 17.64 20.77 13.15 9.77 6.34
ROE (%) -2.3% -2.8% 1.5% 4.5% 10.3%
ROCE (%) 5.9% 6.7% 8.7% 9.5% 10.8%

Source: Company Data, SMIFS Research
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Exhibit 2: Financial Performance (Standalone)

Particulars (in INR Crore)

Income from Operations
Other Income

Total Income

Cost of Material Consumed
Employee Benefits Expense
Rent Expense

Power & Fuel

Other Expenses

Total Expenses

EBITDA

EBITDA margin (%)
Depriciation & ammortization
EBIT

EBIT Margin (%)

Interest cost

Exceptional Item

Profit before tax

PBT margin (%)

Tax

Profit after tax

PAT margin (%)

EPS

Source: Company Data, SMIFS Research

Exhibit 3: Portfolio

Management Contracts 2,317
NV 396
Owned Domestic 195
Owned Overseas -
Leased 386
Total Keys 3,294
Occupancy - JLO 8%
ARR - JLO 3853
Occupany - M.C 67%
ARR - M.C 2886

Source: Company Data

2,292
396
195
386

3,269
76%
3543
62%
2682

2,437
396
195
386

3,414
5%
3869
63%
2714

Royal Orchid Hotels Ltd.

Exhibit 3: Actual vs Estimate

Revenue from Operation (INR ( 26.96
EBITDA (INRCr.) 4.89
EBITDA Margin(%) 18.1%
Net Profit(INR Cr.) 3.03

Net Profit Margin (%)

11.2%

27.69
4.76

17.2%
3.08"

11.1%

Q2FY19  Q2FY18  YoY%|Q1FY19 QoQ%|HIFY19 HIFY18 YoV
26.96 24.72 91% 2550 57% 5247 46.89 11.9%
1.83 2.31 -20.9% 1.26 44.8% 3.09 437 -29.3%
28.79 27.03 6.5% 2677 T7.6% 5556 51.26 8.4%
2.67 2.50 6.8% 251  6.4% 518 494 48%
5.54 5.27 5.2% 533 4.1% 10.87 1040 4.6%
311 2.74 13.4% 301 32% 6.12 544 12.5%
2.95 2.60 13.3% 276 6.8% 570 549 4.0%
7.80 7.54 3.5% 764 21% 1544 1445 6.9%
22.07 20.65 6.9% 2125 39% 4332 4071 6.4%
4.89 4.07 20.2% 426 14.9% 915 6.18 48.0%
18.1% 16.5% 168bps 16.7% 146bps 17.4% 13.2% 426bps
1.04 1.13 -8.4% 1.05 -1.2% 208 219 -47%
3.86 2.94 31.2% 321 20.2% 7.07 399 76.9%
14.3% 11.9% 241bps  12.6% 173bps 13.5%  8.5% 495bps
1.15 1.35 -15.1% 113 1.6% 227 288 -21.1%
0.00 0.00 N/A 0.00 N/A 0.00 0.00 N/A
4.54 3.90 16.4% 3.34 35.8% 7.88 548 43.8%
15.8% 14.4% 134bps  12.5% 328bps 14.2% 10.7% 350bps
151 0.75 101.1% 129 17.3% 279 118 136.9%
3.03 3.15 -3.8% 2.06 47.4% 509 430 18.3%
10.5% 11.7% -112bps 7.7% 284bps  9.2% 8.4% T77bps
111 1.16 -4.3% 0.75 48.0% 186 158 17.7%

. SMIFS Variance
ndalone N Actual F i

-2.6%

2.7%
95bps
-1.6%
11bps
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Con-Call Highlights

The management expects a demand growth in the range of 10%-15% in the key markets. The Average Room
Rates (ARR) is at INR3869 and is further going to increase as customers are willing to pay higher.

The topline growth for the consolidated business has been around 15% and the profit after taxes as of H1FY19
is at INR6 crores.

The ARR for the managed properties is flat at INR2714 as against INR2682 same period prior year. This is
basically due to the introduction of new properties which muted the significant growth in ARR for older
properties. The management has decided to post separate ARR for newer and older properties from the next
quarter.

There is not much impact from Oyo and Air BnB as they have their share of challenges. Oyo is more into lower
budget segment and into franchisee operations where brand management and maintenance is not given
much importance. On the other hand Air Bnb is more into holiday destinations primarily overseas.

The subsidiary, Royal Orchid Associated Hotels which is into management contracts business is doing really
well. During H1FY19 it has a revenue of around INR7 crores as against INR4.6 crores in the same period

previous year.

Corporate contracts are generally signed during the September, the management has been able to negotiate
well as the corporates are willing to pay and could manage 10% increase in the corporate rates.

Effective tax ratio will be high as loss from the Icon is not being optimized as they are separate entities.

Development plan is pending for the Pawai property. Some more time might be required. Once the deal is
complete, a portion will be utilized to reduce debt and a part of it will be utilized to take properties on lease.

Icon Hospitality has almost halved its losses so we expect better consolidated figures in FY19.

The advantages of Royal Orchid brand is that one gets better and trained staffs to work for the property. The
company has a very good sales network. A lot of work is being done on social media and electronic media.

The Srinagar (50 room) property was operational from April 1% 2018. There has been a lot of unrest in the
state for the last few months, so the property is not performing that great. The management might sell it off in
future if they come across a good deal.
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Outlook & Valuation

Asset light business model, rapid expansion of properties, favorable taxation structure under GST, turnaround in
business operations combined with lower operational and finance expenses is a boost to the company. The
company’s growth strategy is to expand via leased hotels in order to increase the topline and plans to have 75
properties by 2020. The management’s efforts to reorganize the Company's debt are paying off. ROHL’s debt have
gone from a five-year to 10-year repayment period.

Ongoing tourist season to be continued till end of FY19 along with ever increasing foreign tourist arrival and
robust air passenger traffic bodes well for the company. We maintain our Target Price of INR207.

Please find below the link of our previous reports:

Date: 1st Oct,2018 CMP: INR118.50 Target Price INR207.00

https://www.smifs.com/files/reports/636740277313612599_Update%20Report%200n%20SMIFS%20Recomandation.pdf

Date: 22nd Jan,2018 CMP: INR191.15 Target Price: INR275.00

https://www.smifs.com/files/reports/636522409103161259_SMIFS%20Research_Re-rating%20Royal%200rchid.pdf
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Any document, including this report, which is prepared by the research team of Stewart & Mackertich Wealth Management Ltd. (SMIFS) is circulated for
the purpose of information only to the intended recipient and should not be replicated or quoted or circulated to any person/corporate or legal entities in
any form. This document/ documents/ reports/ opinion should not be interpreted as an Investment/ taxation/ legal advice. While the information
contained in the report has been procured in good faith, from sources considered/ believed to be reliable, all/ part of the statement/ statements/ opinion/
opinions/ view/ views in the report may not be considered to be complete or accurate. Therefore, it should only be relied upon at the recipients own risk.

Research Analysts/ Economists/ Advisors/ Investment Strategists or any other spokes persons of the company (SMIFS) are often sought after for
expressing their views on print/ electronic/ web media. The views expressed are purely based on their assumption/ understanding on fundamental
approach/ technical and historic facts on the subject. The views expressed should not be construed as an offer to buy/ sell or hold equity/ commodity/
currencies or their derivatives. The views/ opinions expressed is for information purpose only, and may change due to underlying factors, related or
unrelated or other market conditions and may or may not be updated.

Stewart & Mackertich Wealth Management Ltd, its subsidiaries, or any of its directors, employees, agents, and representatives shall not be liable for any
damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the
use of the information/ research reports/ opinions expressed.

Disclosure: Clients/ associates of SMIFS Group may be holding positions in equities or their derivatives on which the research report is made or opinion is
formed or views are expressed in print or electronic media. We ensure all compliance is adhered to with this report/ reports/ opinion or views expressed.

Analyst ownership of the stock — NIL
Analyst’s dependent relatives’ ownership in the stock — NIL

Analyst Certification: The matter related to the report has been taken from sources believed reliable and the views expressed about the subject or issues in
this report accurately reflect the personal views of the analyst/ analysts. Stewart & Mackertich Wealth Management Ltd. does not compensate partly or in
full, directly or indirectly, related to specific recommendations or views expressed by the research analysts/ market strategists/ Portfolio Managers.

REGISTRATION as required under SEBI (Research Analyst) Regulation 2014 has been granted by Securities & Exchange Board of India (SEBI), registration
number being INH300001474.

Stewart & Mackertich Wealth Management Ltd.
Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India.
Tel.: +91 33 6634 5408 /, Fax: 91 33 22893401

Website: www.smifs.com

For queries related to compliance of the report, please contact:
- Sudipto Datta, Compliance Officer

Contact No.: +91 33 66345414 / 4011 5414

Email Id.: compliance@smifs.com / sudipta@smifs.com
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