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Company Overview

Royal Orchid Hotel Limited (ROHL) is the flagship company of the Royal Orchid Group of
Hotels. The hotel chain has been in the business since the past 30 years, it comprises 5

and 4 star properties for business and leisure travellers and has an inventory of 3,159

rooms spread across 47 operational properties pan India.

Q2 FY2018: ROHL reports stellar results!

Royal Orchid reported stellar standalone results in Q2 FY18. Its revenues from
operations grew 27% YoY to INR24.72 crores, on the back of increase in occupancy
levels (75%) in Q2 FY18.

Its employee benefit expenses increased 20% YoY on the back of implementation of
minimum wage rules.

Its EBITDA grew 75% YoY to INR4.06 crore, while the EBITDA margin expanded by 447
bps YoY to 16.42%.

Its interest cost declined 10.60% YoY to INR1.35 crore on the back of re-negotiated
interest rates.

Its PAT increased 66% YoY to INR3.14 crore, while its PAT margin expanded 296 bps
YoY to 12.70%.

The Company declared a strategic partnership with Bespoke Hotels Ltd. Bespoke
Hotels manages over 200 properties worldwide, with over 50 represented hotels in
India, and stands as the UK’s Largest Independent Hotel Group. This partnership will
enable ROHL the ability to offer its guests hundreds of hotel options across multiple
global markets.

Financial Performance at a glance (consolidated)

Revenue from operations 147.75 158.53 162.53 175.53 193.09
Growth (%) 4.02% 7.30% 2.52% 8.00% 10.00%
EBITDA (inc. other income) 22.41 24.70 27.47 29.82 34.03
EBITDA Margins (%) 15.17% 15.58% 16.90% 16.99% 17.63%
Net Profit -6.77 -3.63 1.44 3.94 9.74
Net Profit Margins (%) -4.58% -2.29% 0.89% 2.24% 5.04%
Net Profit Growth (%) N/A N/A -60.33% 173.61% 147.21%
EPS (INR) -1.42 -0.47 0.92 1.82 3.95
BVPS 57.42 57.42 59.28 60.20 62.34
P/E N/A N/A 124.00 59.89 27.60
P/BV 0.67 1.20 1.84 1.81 1.75
EV/EBITDA 8.03 9.93 13.24 11.69 8.18
ROE (%) N/A N/A 0.90% 2.46% 6.10%

Source: Company data, SMIFS Research
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Financial Analysis for the quarter ending September 30, 2017 (standalone)

CQuarter Ended Half year ended
Particulars (in INR Crore)
Q2 FY18 Q2FY17 YoY% Q1lFY1®E QoQ% H1FY18 H1FY17
Income from operations 24,72 19.41 27.36% 22.17| 11.50% 46.89 39.14 19.80%
Cost of materials 2.51 2.44 2.87% 2.44 2.87% 4,95 511 -3.13%
Employee benefit expenses 5.26 4.37 20.37% 5.13 2.53% 10.39 8.54| 21.66%
Rent 2.75 2.28 20.61% 2.69 2.23% 5.44 4.63 17.49%
Power & fuel 2.60 1.95 33.33% 2.89| -10.03% 5.49 4.18| 31.34%
Other expenses 7.54 6.05 24.63% 6.91 9.12% 14.45 13.39 7.92%
Total Expenses 20.66 17.09 20.89% 20.06 2.99% 40.72 35.85| 13.58%
EBITDA 4.06 2.32 75.00% 211 92.42% 06.17 3.29| 87.54%
EEBITDA margin (%) 16.42% 11.95% 447 bps 9.52%| ©90bps 13.16% 8.41%| 475 bps
Other income 2.31 2.83 -18.37% 2.06] 12.14% 4.37 3.91] 11.76%
Depriciation & ammortization 1.13 1.07 5.61% 1.06 6.60% 2.19 2.25| -2.67%
EBIT 5.24 4.08 28.43% 3.11| ©68.49% 8.35 495 68.69%
EBIT Margin (%) 21.20%|  21.02% 18bps| 14.03%| 717bps| 17.81%| 12.65%| S516bps
Interest cost 1.35 1.51 -10.60% 1.54] -12.34% 2.89 2.93 -1.37%
Profit before tax 3.89 2.57 51.36% 1.57| 147.77% 5.46 2.02| 170.30%
PBT margin (%) 15.74% 13.24% 250 bps 7.08%| 866bps 11.64% 5.16%| o648 bps
Tax 0.72 0.68 10.29% 043 74.42% 1.18 0.68| 73.53%
Profit after tax 3.14 1.89 66.14% 1.14| 175.449% 4,28 1.34| 219.40%
PAT margin (%) 12.70% 9.74%| 296bps| 5.14%| 756bps 9.13%|  3.42%| 571bps
EPS 1.16 0.69 68.12% 0.42| 176.19% 1.58 0.50| 216.00%
Source: Company data
Management contracts 1768 2292 Average occupancy rate 69% 76%
v 396 396
Average Room rate INR3493| INR3543
Owned (Domestic) 195 195
Average occupancy rate (Managed) 66% 62%
Leased 456 386
Total keys 2815 3269 Average Room rate (Managed) INR2931| INR2682

Source: Company data

Source: Company data
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Operational Highlights

Occupancy above 70% would yield higher room rents
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ROHL has build a good base of loyal customers through its

loyalty program
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Average room is inching up after bottoming out in FY16
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Growth — Rooms & Properties
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Q2 FY18 Concall Highlights and Valuation

Q2 FY18 conference call Highlights

On operational front:

Occupancy levels in Q2FY18 stood at over 76% Vs 69%
in Q2FY17.

Average room rates (ARR) currently stand at INR3,543
Vs INR3,493 in Q2FY17.

It expects 10% growth in ARR over the next two years.

Expansion plans:

The company currently has an inventory of 3269 rooms.
It plans to add 300 rooms this year and 1000 new rooms
in FY19. It has already identified 700 rooms for this
expansion.

The Company currently has 47 hotels Vs 42 hotels in last
year.

Land parcels:

Management has guided that it should be able to sell-
off the Mumbai land parcel (valued around INR60 crore)
by the end of FY18.

Tanzania land to be sold off soon.

On industry:

The management confirms the fact that there the
hospitality industry is going through an up cycle.

The industry is expected to flourish in the next two
years.

Partnership With UK’s Bespoke Hotels:

Bespoke Hotels manages over 200 properties world-
wide, with over 50 represented hotels in India, and
stands as the UK’s Largest Independent Hotel Group.

ROHL now has the ability to offer its guests hundreds of
hotel options across multiple global markets.

Valuation: Asset light business model, rapid expansion
of properties, favorable taxation structure under GST,
turnaround in business operations coupled with ever
increasing foreign tourist arrival and robust air passenger
traffic bodes well for the company. We take into considera-
tion the fact that the asset value of the current properties
including (joint ventures) stands at INR500 Crore approxi-
mately. We estimate that ROHL would generate a cash flow
from operations of INR40 Crores by FY19(E). In Q2 FY18
conference call, the management guided that it plans to
sell-off the Mumbai land parcel (valued at around INR60
crore) by the end of FY18.

We value the company based on the above estimates and
upgrade our target price to INR188 (INR161 earlier) i.e 32%
upside from the CMP of INR142.30.
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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.
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