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Hesearch The Byke Hospitality
sso CMP:INR167 TP:INR215 (+28%)  Buy
anrcroresy We recommend to BUY The Byke Hospitality for a target of

Y/E MARCH FY16 FY17E FY18E INR 215 - 20x on FY18E EPS (+28% Upside).
Revenue 232 280 346 Unique and asset-light model business model: The company
EBITDA 53 64 80 operates 9 of the company's 11 properties are on long-term leases (it
EBITDA Margin 22.7% 23.0%  23.2% leases out promising 2-3 star propertiesin popular tourist destinations).
NP (Adj.) 26 34 43 In absence of track records, non-branded (single hotel players) hotels
EPS (Adj.) 6.5 8.4 107 faceissuesin running their businesses. Byke |eases hotel sand address
EPS Growth 29% 30% 28% these challenges on back of their management experience, strong track
BV/share 30 37 a5 record, marketing and distribution network, which further leadsto higher
Core ROE (%) 23 o5 26 occupancy, thereby maximizing the company's profitability. Byke aso
Core ROCE (%) 33 35 57 focuses on the MICE category (meetings, incentives, conferencing,
PIE () 255 196 154  andexhibitions), earning sizeablerevenuesfrom F& B and banqueting
PIBV (x) 55 45 37  aitshotels, thereby boosting room revenues.

Strong growth in chartering business to drive overall revenue:

Bykeisal so asizeable aggregator of roomsin the mid?market/economy
KEY FINANGIALS segment hotels on a pan-India basis. The company purchases peak
Diluted Shares (cr) 40 season room inventory (three months in advance by paying 85% of
Market Cap. (INRcr) 662 the money upfront) at asignificant discount from hotel ownerslargely
Market Cap. (US$ m) 97 in northern and western India, and leverages the pan India network of
Past 3 yrs Sales Growth (%) 34% 326 agents (covering about 66 cities) to successfully sell them. In
Past 3 yrs NP Growth (%) 61% FY 16, the company achieved an average occupancy level of 94% in

the chartering business. The chartering model hel psthe company helps
STOCK DATA ingaininginsight on tourist trends- key for selection of hotel properties.
52-W High/Low Range (INR) 180/168 The chartering business has grown at 46% CAGR over FY 12-16 and
Major Shareholders (as of May 25, 2016) formed 51% of total revenues of FY 16.
Promoter 44.5
Institutions 143  Expansion holds promise: In the leased business, room portfolio
Public & Others 41.3  (currently 677 rooms across 9 properties) has grown at 30% CAGR
Average Daily Turnover(6 months) over FY11-16. The company has envisaged the addition of 450-500
XZ:L’;“?RS o 157’111; rooms over FY 17-18 through the addition of propertiesin eight tourist
1/6/12 Month Rel. Performance (%) 7/355  destinations across the country. The management is also looking to
1/6/12 Month Abs. Performance (%) 6/2/-1  expanditsroom-aggregation business, which enjoys steady profitability

Maximum Buy Price :INR 180

and healthy cash churn with low capital risk.

Valuations & View: Byke currently trades at an FY 18 PE of 15.4x
and EV/EBIDTA of 7.9x. An asset-light business model, adequately
capitalized balance sheet, robust cash flows, exciting growth prospects,
& a capable management inspire confidence in its prospects over the
next two years. We initiate coverage with a Buy recommendation and
pricetarget of INR 215 based on 20x our FY 18 EPS estimate of INR
10.7. We believe the premium valuation (compared with peers) is
justified because of Byke's superior return ratios and track record.

Ravi Shenoy (ravi.shenoy@MotilalOswal.com); Tel: +91 22 30896865

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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Track record inspires confidence: The company has delivered a CAGR of 47% in revenues since FY 11,
with roominventory and metricslikeARR and OR registering continuous growth. With EBITDA/PAT delivering
aCAGR of 68/63% since FY 11, its margins and cash flows have improved through afocus on costs and tight
control over working capital. It does not have much debt and its asset-light strategy has ensured strong return
ratios.

Robust balance sheet: The company has relatively low level of debt (INR 9.7cr) on its balance sheet (Net
D/E: 0.1x). Thisleaves significant headroom for the company for its expansion plans for the leased business,
with amajority of capex to befunded through internal accruals. The company expectsto spend ~INR 40-45cr
for this plan. Further, the growth in its room chartering business would be met from internal accruals with a
possibility of borrowing only to meet the mismatch in cash flows

CONCERNS
Online aggregators: Increase in competition from online companies like Oyo Rooms could impact Byke's
growth inthelong term.

Execution risk: Slower pace in addition of leased properties could impact the earnings of the company.
Slowdown in Indian economy: Slowdown in Indian economy could impact spending in this segment.

BACKGROUND

Byke Hospitality Ltd (Byke) is an India based hospitality services company. The company has two business
segments - 1) managing properties/hotels and 2) room chartering. The company operates 11 resorts across
Maharashtra, Rgjasthan, Goa and Himachal Pradesh (Manali) with atotal bouquet of 677 rooms. It operates
primarily on alease based model. While 2 of the 11 resorts are owned, the remaining 9 are on an operating
lease of 10-15 years. Under the room chartering business, the company manages room inventory at various
locations. The company books third-party hotel rooms at strategically identified cultural and religioustourist
destinations during peak seasons, on abulk basis, and lets them out to tourists. It isaso under the process of
developing atravel portal - tripdeal.com - which will facilitate travel and room booking online and help bol ster
Byke's room chartering business.

INR Cr. 4QFY15 3QFY16 4QFY16 yoy qoq
Total Income 57 70 68 19% -3%
Expenditure 44 53 52 17% -3%
EBITDA 12,5 16.6 16.2 29% -2%
Other Income 0 0 0

Interest 0 0 0 -19% 8%
Depreciation 3 2.4 4.6 52% 90%
PBT 9.1 13.9 11.2 23% -19%
Tax 2 5 4

P\L of Associates 0 0 0

Adj. PAT 7.2 9 7.4 2% -19%
EBITDA (%) 21.90% 23.70% 23.80%

Tax rate (%) 21% 35% 34%

4Q FY16:

Hotel revenues grew +18.5% YoY, chartering revenues grew +20.6% YoY.

The company added the 122 room Thane property to its leased portfolio in September 2015. This hotel will
bring in revenues going forward.

Depreciation came in at INR 4.6c¢r (up 52% YoY) as the company added two new properties at Thane and
Puri.
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TheBykeHospitality Financials& Valuation

The Byke Hospitality

INCOME STATEMENT (INRCR)  RATIOS
Y/E MARCH FY14 FY15 FY16 FY17E FY18E Y/E MARCH FY14 FY15 FY16 FY17E FY18E
Net sales 156 181 232 280 346 Adjusted EPS (INR) 40 5.0 65 84 107
Growth % 1% 28% 21% 24% Book Value viv) o) D 37 45
COGS 9 14 8 21 26 Div Per Share 15 10 13 17 21
Employee Cost 3 4 6 7 8  Dividend Payout B% 20 200 20% 2%
Other Expenses 0 0 0 0 0 Net Debt / Equity 01 01 01 00 00
EBITDA 29 37 53 64 80 PE 4216 330 255 196 154
EBITDA Margin 183% 205% 22.7% 23.0% 232% PBV 39 6.6 55 45 37
Depreciation 5 10 2 12 14 DividendYield 09% 06% 08% 10% 13%
Other Income 0 0 0 1 1 ROCE 2% 25% 3% I 3%
Interest Cost 2 2 1 1 1 ROE 20% 2% 2% 25% 26%
PBT 21 25 40 52 66 Debtor days o) 2 2 D D
-TAX 5 5 1“4 18 PA] Inventory days 1 12 10 10 10
Rate 5% 21% 34.6% 350% 35.0% Creditor days 51 0 A 37 37
Adjusted PAT 16 20 26 34 43 [Loas&advacesdys #4 2% % B
Growth 105% 26% 29% 30% 28%  W.-Capcycle 32 53 59 57 57
PAT Margin 102% 111% 11.2% 12.0% 124%
BALANCE SHEET (INRCR)  CASH FLOW (INRCR)
Y/E MARCH FY14 FY15 FY16 FY17E FY18E  Y/E MARCH FY14 FY15 FY16 FY17E FY18E
Share Capital 20 40 40 40 40 PBT 2 5 40 2 66
Reserves 65 60 81 107 140 Adjustments 8 12 13 12 13
Networth 85 100 121 147 180  (Inc)/DecinW.Cap 2 W O 1© W
Minority interest 0 0 0 0 o Others ® @ 0 0 0
Loans 2 10 10 10 10 PreTaxOCF 5 2 B 2 6
LessNet Def. Tax Liab 5 5 5 5 5 TaPad ® 6 & B B
Lessother long term liability 0 0 0 0 o CFfrom Operations 20 16 25 34 44
SOURCES OF FUNDS 102 115 136 162 195  (Inc)/DecinFA ©) 9 @ @1 (@
Net Fixed Assets 78 79 8 90 9 Netinvestments 0 o 0 o0 ©
Capital WIP 4 2 0 0 18 Others 0 0 0 1 1
Goodwill 0 0 0 0 0  CFfrom Investing act. 9) 9 (16) (13) (31)
IIJrz;r;t&nes J.’? 12 12 22 22 Equity iss.uance 0 20 0 0 0
Cash & Investments > 2 3 w1 18 'nd(Dec)inDent o @ 0 0 O
Loans & Advances 9 % ¥ 4o g InerestPad @ @@ @ 0O @
Other Curr Assets 0 0 o0 o o DivdPaid(inclTax) @ ©6 6 @© @
Current investments 0 0 0 0 0 Others 2 (19 o @ 2
Curr. Assets 38 48 62 87 108 CFfrom Financingact. (11) @8 (8 (1) (9
Creditorsand Prov. 23 21 23 2 2z .
Net Current Assets 14 27 39 64 80 Inc/(Dec) |-n Cash 0 © 1 u 4
Add: Opening Balance 1 2 2 3 14
Other LT assets o ! 10 ! ! Closing Balance 2 2 3 14 18
APPLICATIONOFFUNDS 102 115 136 162 195
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Disclaimer: This document has been prepared by Motilal Oswal Securities Limited (hereinafter referred to as Most) to provide information about the company(ies)
and/sector(s), if any, covered in the report and may be distributed by it and/or its affiliated company(ies). This report is for personal information of the selected
recipient/s and does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or inducement
to invest in securities or other investments and Motilal Oswal Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it. This report
is not for public distribution and has been furnished to you solely for your general information and should not be reproduced or redistributed to any other person
in any form. This report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs
of individual clients. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable for their particular
circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this material and the income from them may go
down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future performance, future returns are not
guaranteed and a loss of original capital may occur.

MOSt and its affiliates are a full-service, integrated investment banking, investment management, brokerage and financing group. We and our affiliates have
investment banking and other business relationships with a some companies covered by our Research Department. Our research professionals may provide input
into our investment banking and other business selection processes. Investors should assume that MOSt and/or its affiliates are seeking or will seek investment
banking or other business from the company or companies that are the subject of this material and that the research professionals who were involved in preparing
this material may educate investors on investments in such business . The research professionals responsible for the preparation of this document may interact
with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting information. Our research professionals
are paid on twin parameters of performance & profitability of MOSt.

MOSt generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or
derivatives of any companies that the analysts cover. Additionally, MOSt generally prohibits its analysts and persons reporting to analysts from serving as an officer,
director, or advisory board member of any companies that the analysts cover. Our salespeople, traders, and other professionals or affiliates may provide oral or
written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading
and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you
should be aware that any or all of the foregoing among other things, may give rise to real or potential conflicts of interest. MOSt and its affiliated company(ies),
their directors and employees and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and buy or sell the securities or
derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation
or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may
have any other potential conflict of interests with respect to any recommendation and other related information and opinions.; however the same shall have no
bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the
views of the affiliates of MOSt even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report

Reports based on technical and derivative analysis center on studying charts company's price movement, outstanding positions and trading volume, as opposed
to focusing on a company's fundamentals and, as such, may not match with a report on a company's fundamental analysis. In addition MOST has different
business segments / Divisions with independent research separated by Chinese walls catering to different set of customers having various objectives, risk profiles,
investment horizon, etc, and therefore may at times have different contrary views on stocks sectors and markets.

Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information
specifically agrees to exempt MOSt or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold MOSt
or any of its affiliates or employees responsible for any such misuse and further agrees to hold MOSt or any of its affiliates or employees free and harmless from
all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. The information contained herein
is based on publicly available data or other sources believed to be reliable. Any statements contained in this report attributed to a third party represent MOSt's
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and
interpretation have not been reviewed by the third party. This Report is not intended to be a complete statement or summary of the securities, markets or
developments referred to in the document. While we would endeavor to update the information herein on reasonable basis, MOSt and/or its affiliates are under
no obligation to update the information. Also there may be regulatory, compliance, or other reasons that may prevent MOSt and/or its affiliates from doing so.
MOSt or any of its affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent
error in the information contained in this report. MOSt or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

This report is intended for distribution to institutional investors. Recipients who are not institutional investors should seek advice of their independent financial
advisor prior to taking any investment decision based on this report or for any necessary explanation of its contents.

Most and it's associates may have managed or co-managed public offering of securities, may have received compensation for investment banking or merchant
banking or brokerage services, may have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the subject company in the past 12 months.

Most and it's associates have not received any compensation or other benefits from the subject company or third party in connection with the research report.
Subject Company may have been a client of Most or its associates during twelve months preceding the date of distribution of the research report

MOSt and/or its affiliates and/or employees may have interests/positions, financial or otherwise of over 1 % at the end of the month immediately preceding the
date of publication of the research in the securities mentioned in this report. To enhance transparency, MOSt has incorporated a Disclosure of Interest Statement
in this document. This should, however, not be treated as endorsement of the views expressed in the report.

Motilal Oswal Securities Limited is under the process of seeking registration under SEBI (Research Analyst) Regulations, 2014.

There are no material disciplinary action that been taken by any regulatory authority impacting equity research analysis activities

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s)
in this report. The research analysts, strategists, or research associates principally responsible for preparation of MOSt research receive compensation based upon
various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues

Disclosure of Interest Statement The Byke Hospitality
1.Analyst ownership of the stocks mentioned above No
2.Served as an officer, director or employee No

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject MOSt & its group companies to registration or
licensing requirements within such jurisdictions.
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