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post which certain economic activities were permitted to commence in a phased manner. Hotels were
allowed to begin operations from 8" June 2020. However, there were many difficulties in the smooth  Amjt Agarwal

operations post 8t June 2020 as well. Certain state governments decided to extend the lockdown and Research Analyst

insecurity among people regarding inter-state travel kept domestic tourism subdued during 1QFY21. amit.agarwal@nirmalbang.com
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the F&B segment of the hospitality companies. Only in-room dining, take aways and delivery orders
currently constitute F&B revenues for the hotel companies.

During the period of lockdown, demand from long haul guests, medical staff and quarantined guests
kept the occupancy rolling in certain hotels. Most of the demand was price regulated. A large portion of
the hotels remained shut during the first two months of 1QFY21.

We expect RevPar for 1QFY21 to decline in the range of 67% to 82% for Indian Hotels Company Ltd
(IHCL), Chalet Hotels Ltd (Chalet) and Lemon Tree Hotels Ltd (LTHL). We have retained Buy rating on
IHCL and LTHL with TP of Rs107 and Rs25, respectively. We have retained Accumulate rating on Chalet
with TP of Rs157.

IHCL: In the investor's presentation for 4QFY20, the company had reported that 50% of its hotels across portfolio
were closed/acting as active quarantine centers as on 31st May 2020.

We expect the 1QFY21 RevPar for IHCL to decline by 71% YoY due to an expected 25% YoY decline in ARR and
average occupancy of 25%. We expect the employee benefit cost and other expenses (comprising power & fuel
costs) to decline by 55% and 62% YoY, respectively in 1QFY21. Revenue is expected to decline by 65% YoY and
EBITDA margin for 1QFY21 is expected at 7%. The sharp decline in EBITDA margin by 999bps YoY is because of
high operating leverage for IHCL.

Chalet: In the investor's presentation for 4QFY20, the company had reported that total revenues declined by 87%
and 86% YoY during April 2020 and May 2020, respectively.

We expect the 1QFY21 RevPar for Chalet to decline by 82% YoY due to an expected 60% YoY decline in ARR and
average occupancy of 30%. We expect the employee benefit cost to decline by 62% YoY in 1QFY21. Revenue is
expected to decline by 81% YoY and EBITDA margin for 1QFY21 is expected at 6%.

LTHL: In the investor's presentation for 4QFY20, the company had reported that during April 2020 and May 2020,
only 66% and 78% of the owned/leased rooms were operational, respectively. Also, during April 2020 and May 2020
the occupancy stood at 33.4% and 39.6% of the operational inventory, respectively.

We have assumed 80% of the owned/leased rooms and 40% of the managed rooms to be operational during
1QFY21. We have assumed occupancy of 40% of the operational inventory and assumed 36% YoY decline in ARR
in 1QFY21. We expect the 1QFY21 RevPar for LTHL to decline by 67% YoY. Revenue is expected to decline by 68%
YoY and EBITDA margin for 1QFY21 is expected at 8%.

The company had also mentioned about salary cuts taken at leadership levels (min 50%), reduction in power & fuel
expenses and renegotiation of lease rentals, annual maintenance contracts, IT contracts etc. to get waiver for
1Q/H1FY21. Thus, assuming reduction in contractual labor and salary cuts during the quarter, we have assumed
53% YoY reduction in employee expenses. Since the hotels were operating at sub optimal levels and also owing to
reduction in power rates by certain state governments, we have assumed 61% YoY decline in the power cost. We
also expect other expenses to decline by 51% YoY because of reduction in AMC and other charges.

We maintain Buy on IHCL and LTHL and Accumulate on Chalet: We have retained Buy rating on IHCL and LTHL
with TP of Rs107 and Rs25, respectively. We have retained Accumulate rating on Chalet with TP of Rs157.
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(Rsmn) Rating | TP | CMP Sales EBITDA EBITDA margin (%) PAT

Company (Rs) | (Rs) [1QFY21E YoY (%) QoQ (%) | 1QFY21E YoY(%) QoQ(%)|1QFY21E 4QFY20 1QFY20 |1QFY21E YoY (%) QoQ (%)
Indian Hotels Buy | 107 | 80.25| 3571  (650)  (66.4) 251 (856)  (87.9) 70 196 170 (872) N/A N/A
Lemon Tree Hotels Buy | 25| 23.65 448 (68.2) (745 35 (923)  (94.6) 77 363 318 (557) N/A N/A
Chalet Hotels Acc | 157 [130.75 456 (81.0)  (80.0) 28 (96.5  (95.6) 6.2 27.8 331 (441) N/A N/A
Grand totallavg. 4475 (T1.4)  (73.6) 313 (91.4)  (92.7) 70 279  273| (1,870 N/A N/A

Source: Nirmal Bang Institutional Equities Research

Please refer to the disclaimer and analyst certification towards the end of the document.
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Exhibit 1: RevPar Comparison:

Company 1QFY20 (Rs) 1QFY21E (Rs) YoY Change (%)
Indian Hotels Company Limited 3,824* 1,103 (71.2)
Chalet Hotels Limited 6,070 1,087 (82.1)
Lemon Tree Hotels Limited 3,102 1,033 (66.7)

Source: Company, Nirmal Bang Institutional Equities Research
*Note: Average RevPar for owned and managed international and domestic properties.

Exhibit 2: Operational metrics for first two months of 1QFY21 as reported by the companies:

Lemon Tree Hotels Limited Apr-20* Apr-19* YoY (%) May-20* May-19* YoY (%)  1QFY21E 1QFY20 YoY (%)
Occupancy (%) 21.9% 75.0% - 30.9% 75.3% - 40.0% 77.5% -
ARR (Rs) 2,881 3,985 -27.7% 2,625 3,947 -33.5% 2,581 4,002 -35.5%
RevPar (Rs) 631 2,990 -78.9% 812 2,974 -72.7% 1,033 3,102 -66.7%
Revenues(Rs mn) 108 456 -76.3% 135 462 -70.8% 448 1,409 -68.2%
Expenses 107 255 -58.1% 13 265 -57.4% 414 962 -57.0%
Chalet Hotels Limited Apr-20# Apr-19%# YoY (%) May-20# May-19# YoY (%)  1QFY21E 1QFY20 YoY (%)
Total Revenues 92 685 -86.6% 99 728 -86.4% 456 2,403 -81.0%

Source: Company, Nirmal Bang Institutional Equities Research
*Note: Operational parameters for owned/leased rooms as reported by the company in the investor’s presentation for 4QFY20.
#Note: Total Revenues for hotel assets in MMR, Bengaluru and Hyderabad region as reported by the company in the investor’s presentation for 4QFY20.
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation. NBEPL is a
registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INH000001436. NBEPL is also
a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, have
different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in
securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. NBEPL or
its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the research report with the
subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject
company at the end of the month immediately preceding the date of publication of this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of the
company covered by Analyst during the past twelve months. NBEPL or its associates have not received any compensation or other
benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not served as an
officer, director or employee of Subject Company and NBEPL / analyst has not been engaged in market making activity of the subject
company.

Analyst Certification: |, Amit Agarwal, research analyst the author of this report, hereby certify that the views expressed in this
research report accurately reflects my personal views about the subject securities, issuers, products, sectors or industries. It is also
certified that no part of the compensation of the analyst was, is, or will be directly or indirectly related to the inclusion of specific
recommendations or views in this research. The analyst is principally responsible for the preparation of this research report and has
taken reasonable care to achieve and maintain independence and objectivity in making any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY >15%

ACCUMULATE -5% t015%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is not
soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain
from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and particular needs
of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or redistributed to
any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though disseminated
to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as customers by virtue of their
receiving this report. 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 NBEPL & its group companies to registration or
licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any of its
affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained
in this report. NBEPL 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 information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications and
alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its clients, and
would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the advice
is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of
securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the
investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept any liability
whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it
may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special
or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information contained in this report.

Copyright of this document vests exclusively with NBEPL.

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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