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Much worse than we anticipated

Key Points

> After 2QFY24 turned out to be the best quarter in the Indian multiplex history, 3QFY24
saw a sharp QoQ dip (despite a strong December 2023) and believe that the trend
continued in 4QFY24 on a QoQ basis as content (both Bollywood and Hollywood) was
not strong enough to pull the audiences in. While we were expecting a weak 4QFY24
(see our post 3Q note: Result Update) the numbers were likely much weaker. We
believe that 4QFY24 occupancy was likely ~21-22% compared to 32.3% in 2QFY24,
25.2% in 3QFY24 and ~22% in 4QFY23. The key Bollywood movies for the quarter
included ‘Fighter (~Rs2.6bn GBOC), ‘Shaitaan’ (~Rs1.65bn), ‘Article 370’
(~Rs900mn) and ‘Teri Baaton Mein Aisa Uljha Jiya’ (~Rs700-800mn). In the regional
genre ‘Hanu-man’ (Telugu and Hindi versions) at ~Rs1.65bn and ‘Manjummel Boys’
(Malayalam & Tamil) at Rs1.5bn delivered strong numbers.

» Hollywood content did not fire. ‘Dune: Part 2’ and ‘Kung Fu Panda 4’ delivered GBOC
of ~Rs350-400mn each. We had highlighted that due to the strike by Hollywood writers
and actors, film production had come to a halt in 2H2023 and that would hit availability
of Hollywood content in 1H2024. We think this weak Hollywood content situation will
continue in the June 2024 quarter too before improvement in 2H2024. PVR Inox has
a much higher share (~50-70%) of Hollywood box office revenue in India compared to
Bollywood (30-40%) and regional movies (10-25%).

» We understand that the lack of big blockbuster movies both on the Bollywood and the
Hollywood side led to weaker ATP on both QoQ (more so) as well as YoY basis. While
SPH likely held up, advertising revenue likely saw a significant dip QoQ and hit
margins. We project a breakeven level of EBITDA for 4QFY24 (pre-Ind-AS 116).

» PVR Inox has been conservative in capital deployment with just 38 net screens added
in FY24 (with 10 in 4QFY24). We expect a flat net debt level on QoQ basis due to the
breakeven EBITDA number, which we believe will be a good outcome post a very bad
quarter.

» Things to focus on the call: (1) To what extent have merger-related revenue and cost
synergies been extracted compared to the initially budgeted number? (2) When can
advertising revenue cross pre-pandemic levels? (3) Have ad rates been raised at Inox
Leisure properties? - these used to be at 30-40% discount to the PVR rates (4) Details
about its ongoing efforts to make the entity asset light by focusing on management
contracts (5) Revised expansion plans and by when will net debt become zero? (6)
Update on its experiments on ticket pricing and its new ‘passport’ initiative to increase
occupancies during weekdays.

Exhibit 1: Summary of financial performance by PVR-INOX for 4QFY24E

Company Net sales EBITDA EBITDA margin (%) PAT

(Rsmn) 4QFY24E YoY (%)| 4QFY24E YoY (%) 4QFY23  4QFY24E| 4QFY24E YoY (%)

PVR-INOX 12,467 9.1 111 110.8 0.5 0.9 -1,017 NA

Source: Company, Nirmal Bang Institutional Equities. *Reported EBITDA numbers could be different, as IndAS116 has been implemented from 1QFY20. Our
EBITDA numbers are pre-IndAS 116. The PVR and INOX numbers were meraed from 40FY23.

Please refer to the disclaimer towards the end of the document.

Girish Pai Suket Kothari
Research Analyst Research Associate
girish.pai@nirmalbang.com suket.kothari@nirmalbang.com

+91-9820128294 +91-22-6273 8280


https://www.nirmalbang.com/Upload/PVRINOX---3QFY24-Result-Update---1-February-2024.pdf

% NIRMAL BANG Institutional Equities

DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation.
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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, fithess 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
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