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Improving fundamentals to drive growth… 
Taj GVK Hotels (Taj) is expected to be a key beneficiary of a revival in the 
economic environment. We believe a slowing down of capacity addition 
coupled with a rise in spending by domestic travellers will drive 
occupancy levels over the next few years. Also, with improved tourism 
measures by the government, the sector may see a better growth 
trajectory and pricing in the next three to four years. Further, Taj’s key 
market (Telangana) is on the verge of a turnaround, which, we believe, 
will further drive occupancy. Apart from improving demand we believe 
that opening of a new hotel near Mumbai International Airport will drive 
revenues (CAGR of 13.3% in FY16-19E) and EBITDA (CAGR of 15.0% in 
FY16-19E). Hence, we maintain our BUY rating on the stock with a revised 
target price of | 195 (i.e. EV of | 1.5 crore/room). 

Improving demand supply dynamics to drive growth… 

In FY16, the hotel industry witnessed a healthy demand improvement 
with pan-India occupancy crossing 63.0%. This is the first time in five 
years that pan-India hotel occupancy has crossed 60%. The improvement 
in occupancy was mainly due to demand growth outpacing supply 
growth. Going forward, we expect occupancy and ARR levels to improve 
further due to slowing down of capacity addition, the government’s focus 
on boosting tourism and a rise in spending of domestic travellers. 

Company’s key markets on verge of turnaround 

The business of Taj GVK has been hit hard in the past two years due to 
concerns on the Telangana issue along with a sharp rise in room 
inventory. The inventory in the organised segment has almost doubled to 
5,101 in the past five years. Due to this, ARR and occupancy both 
declined sharply in Hyderabad. With the Telangana issue now resolved 
and an expected pick-up in infra spend, we expect the hotel business in 
Telangana to improve led by improvement in occupancy, going forward. 

Addition of Taj Santacruz to drive revenues 

The company, jointly with M/s Greenridge Hotels and Resorts LLP 
(Greenridge - a GVK company), set up a luxury hotel comprising 280 
rooms near Mumbai International Airport, Santacruz, under the ‘Taj’ 
brand. Taj GVK invested | 110 crore for a 49% stake in the hotel. The 
hotel commenced operation from January 2016. With occupancy of 80%, 
ARR of | 8,300, the hotel is expected to add ~10% to the topline and 
EBITDA in FY18E. As a result of the hotel addition, revenues are expected 
to grow at 13.3% CAGR in FY16-19E. 

Expansion plans, macro tailwinds to drive growth; maintain BUY 

We expect occupancy levels to improve due to slowing down of capacity 
addition, rise in spending by domestic travellers and demand revival in 
Telangana. Further, with the opening of a new hotel in Mumbai we expect 
revenues and EBITDA to increase at a CAGR of 13.3% and 15.0%, 
respectively, over FY16-19E. In addition, the company has been allotted 
7.5 acre of land in Bengaluru for the hotel project. We believe this will 
further drive revenues and profitability over the next few years. The stock 
is trading at an EV/room of | 1.3 crore/room (which is below industry 
average of | 2.5-3.0 crore/room). Given this, we maintain a BUY 
recommendation on the stock with a revised target price of | 195/share 
(i.e. at 15.0x FY18E EBITDA and EV of | 1.5 crore/room). 
 

Rating matrix 
Rating : Buy
Target : | 195
Target Period : 12-15 months
Potential Upside : 19%  

 
What’s Changed? 
Target Changed from | 148 to | 195
EPS FY17E Unchanged
EPS FY18E Unchanged
EPS FY19E introduced at | 5.1
Rating Unchanged

  
Key Financials   
| Crore FY16 FY17E FY18E FY19E

Net Sales 279.0 318.1 362.6 406.2

EBITDA 66.7 70.6 82.3 101.5

Net Profit 3.6 9.4 18.1 31.8

EPS (|) 0.6 1.5 2.9 5.1
  

Valuation summary 
FY16 FY17E FY18E FY19E

PE (x) 287.4 109.1 56.9 32.4

Target PE (x) 341.7 129.8 67.7 38.5

EV to EBITDA (x) 20.9 19.5 16.5 13.2

Price to book (x) 3.0 2.9 2.8 2.6

RoNW (%) 1.0 2.7 4.9 8.0

RoCE (%) 6.5 6.5 8.1 10.6   
Stock data 
Particular Amount

Market Cap | 1028 crore

Debt | 359 crore

Cash | 4 crore

EV | 1384 crore

52 week H/L (|)     173/76

Equity capital | 12.5

Face value (|) 2   
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Financial summary 
 

Profit and loss statement                                                                | Crore 
(Year-end March) FY16 FY17E FY18E FY19E

Total operating Income 279.0 318.1 362.6 406.2

Growth (%) 11.6 14.0 14.0 12.0

Raw Material Expenses 32.6 39.1 44.6 47.1

Employee Expenses 59.5 66.8 76.2 83.4

Power & Fuel Exp 30.1 38.2 43.5 47.1

Other Exp 90.2 103.4 116.0 126.9

Total Operating Expenditure 212.3 247.5 280.3 304.6

EBITDA 66.7 70.6 82.3 101.5

Growth (%) 31.5 5.9 16.6 23.3

Depreciation 20.1 24.3 24.8 25.4

Interest 33.1 32.3 30.5 28.7

Other Income 0.0 0.0 0.0 0.0

PBT 13.6 14.1 27.0 47.4

Others 0.0 0.0 0.0 0.0

Total Tax 6.6 4.6 8.9 15.7

PAT 3.6 9.4 18.1 31.8

Growth (%) NA 162.0 91.7 76.0

EPS (|) 0.6 1.5 2.9 5.1

 
Source: ICICIdirect.com Research 
 

Cash flow statement                                                                       | Crore 
(Year-end March) FY16 FY17E FY18E FY19E

Profit after Tax 3.6 9.4 18.1 31.8

Add: Depreciation 20.1 24.3 24.8 25.4

(Inc)/dec in Current Assets -33.3 -8.9 -16.8 -27.2

Inc/(dec) in CL and Provisions 33.4 12.0 13.7 13.4

CF from operating activities 23.7 36.9 39.8 43.3

(Inc)/dec in Investments 0.0 0.0 0.0 0.0

(Inc)/dec in Fixed Assets -144.7 -19.0 -19.0 -19.0

Others 116.6 0.0 0.0 0.0

CF from investing activities -28.1 -19.0 -19.0 -19.0

Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0

Inc/(dec) in loan funds 82.5 -10.0 -20.0 -20.0

Dividend paid & dividend tax -3.0 -3.0 -3.0 -3.0

Inc/(dec) in Sec. premium 0.0 0.0 0.0 0.0

Others 0.0 0.0 0.0 0.0

CF from financing activities 79.5 -13.0 -23.0 -23.0

Net Cash flow 2.0 5.0 -2.2 1.3

Opening Cash 1.6 3.6 8.6 6.4

Closing Cash 3.6 8.6 6.4 7.7
 

Source: Company, ICICIdirect.com Research 
 

 

Balance sheet                                                                                 | Crore 
(Year-end March) FY17E FY18E FY18E FY19E

Liabilities

Equity Capital 12.5 12.5 12.5 12.5

Reserve and Surplus 334.4 340.9 356.0 384.8

Total Shareholders funds 346.9 353.4 368.5 397.4

Total Debt 369.4 359.4 339.4 319.4

Deferred Tax Liability 47.8 47.8 47.8 47.8

Total Liabilities 764.1 760.6 755.7 764.6

Assets

Gross Block 847.4 866.4 885.4 904.4

Less: Acc Depreciation 239.8 264.1 288.9 314.2

Net Block 607.6 602.4 596.6 590.2

Capital WIP 0.0 0.0 0.0 0.0

Total Fixed Assets 681 675.9 670.1 663.7

Investments 0.0 0.0 0.0 0.0

Inventory 8.4 10.4 11.1 13.0

Debtors 13.5 15.3 17.5 19.6

Loans and Advances 140.2 146.1 158.5 182.6

Other Current Assets 2.8 1.9 3.5 2.6

Cash 3.6 8.6 6.4 7.7

Total Current Assets 168.5 182.4 197.0 225.5

Creditors 79.6 90.7 103.4 115.8

Provisions 6.1 6.9 7.9 8.8

Total Current Liabilities 85.6 97.6 111.3 124.7

Net Current Assets 82.9 84.8 85.7 100.9

Deferred tax Assets 0.2 0.4 0.4 0.4

Application of Funds 764.1 760.6 755.7 764.6  
Source: Company, ICICIdirect.com Research 
 

Key ratios 
(Year-end March) FY16 FY17E FY18E FY19E

Per share data (|)

EPS 0.6 1.5 2.9 5.1

Cash EPS 3.8 5.4 6.8 9.1

BV 55.1 56.4 58.8 63.4

DPS 0.4 0.4 0.4 0.4

Cash Per Share 0.6 1.4 1.0 1.2

Operating Ratios (%)

EBITDA Margin 23.9 22.2 22.7 25.0

PBT / Total Operating income 3.6 4.4 7.4 11.7

PAT Margin 1.3 3.0 5.0 7.8

Inventory days 10.8 10.8 10.8 10.8

Debtor days 17.6 17.6 17.6 17.6

Creditor days 104.1 104.1 104.1 104.1

Return Ratios (%)

RoE 1.0 2.7 4.9 8.0

RoCE 6.5 6.5 8.1 10.6

RoIC 6.1 6.2 7.7 10.1

Valuation Ratios (x)

P/E 287.4 109.1 56.9 32.4

EV / EBITDA 20.9 19.5 16.5 13.2

EV / Net Sales 5.0 4.3 3.8 3.3

Market Cap / Sales 3.7 3.2 2.8 2.5

Price to Book Value 3.0 2.9 2.8 2.6

Solvency Ratios

Debt/EBITDA 5.5 5.1 4.1 3.1

Debt / Equity 1.1 1.0 0.9 0.8

Current Ratio 2.0 1.9 1.8 1.8

Quick Ratio 1.9 1.8 1.7 1.7  
 

Source: Company, ICICIdirect.com Research 
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RATING RATIONALE 
ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICIdirect.com assigns 
ratings to its stocks according to their notional target price vs. current market price and then categorises them 
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional 
target price is defined as the analysts' valuation for a stock. 
 
Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction; 
Buy: >10%/15% for large caps/midcaps, respectively; 
Hold: Up to +/-10%; 
Sell: -10% or more; 
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report.  
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Limited is a Sebi registered Research Analyst with Sebi Registration Number – INH000000990. ICICI Securities is a wholly-owned subsidiary of ICICI Bank which is India’s largest private sector bank and has 
its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which 
are available on www.icicibank.com. 
 
ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking 
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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 
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It is confirmed that Rashesh Shah, CA, and Devang Bhatt, PGDBM Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding 
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