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Aviation

Oct-Dec'22 Earnings Preview

Improved yields and load factors to drive profits

We expect IndiGo to post a profitable 3QFY23 (PAT ~Rs 7bn) after reporting
loss in 1HFY23 (loss of Rs 26bn), on the back of (1) improved yields (Rs 5.35
vs Rs 5.15in 1H) & load factors (84% vs 79.3% 1H) and (2) slight correction in
crude prices (-8% QoQ) coupled with increased pax traffic. The company will
benefit in medium to long term from demand recovery along with capacity
deployment, network expansions, commodity softening and better than
industry cost structure. Maintain ‘Accumulate’ with revised target price of Rs
2,300 (Rs 2,015 earlier).

Industry delivered an impressive post-COVID recovery: In 3Q, Indian aviation
industry’s domestic passenger traffic is expected to improve ~18% QoQ steered by
a seasonally strong quarter. The industry delivered an impressive post-COVID
recovery, as monthly passenger traffic nears pre-COVID levels. International traffic
is also witnessing MoM improvement, ever since resumption of international
operations in Mar-22. Until 1HFY23, inflated crude costs and currency depreciation
were acting as drag on profits of air carriers. However, over last six months, average
quarterly crude cost is down ~23%, which will boost profitability in near to medium
term.

IndiGo to report a profitable quarter with PAT of ~Rs 7bn:

"  We expect ASKMs to grow marginally QoQ. However, RPKMs to improve ~9%
QoQ led by higher load factors in a seasonally strong quarter (we expect load
factor at 84% vs 79.1 % last quarter). We expect yields to improve by 5.5% to
Rs 5.35.

® RASK to improve to Rs 4.9 vs Rs 4.5 sequentially. We expect spreads (RASK
— Fuel) to grow at highest-ever levels of Rs 2.9, a growth of 30% QoQ, aided
by better yields and decrease in fuel costs (average crude at USD 120/bbl, -
7.7% Qo0Q).

®  However, with INR depreciation of ~1% against USD in 3QFY23 to an average
of Rs 82.4, we expect forex losses to impact EBITDAR margins — we build in
~Rs8.3bn of forex MTM loss.

"  We expect EBITDAR of Rs 24bn vs Rs 757mn last quarter. We build in profit
of Rs 7bn. Ex MTM losses, EBITDAR to be at Rs 32bn and PAT at Rs 15mn.

®  Weincrease our EBITDAR estimate by ~10% for FY24/25 as we build in recent
correction in crude cost.

We maintain ‘ACCUMULATE’ rating on the stock with arevised TP of Rs 2,300
(8x EV/IEBITDAR Sep-24E).
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Exhibit 2: In 3Q, INR depreciated ~1% against USD and ATF declined 8% QoQ

Aviation turbine fuel (Rs/ltr) USDINR -RHS |
140.0 1 1267 823 g4
120.0 o0 /\ | 800
| 75.4 ; 120.8
100.0 a1 74.4 /6.9 P 6.0
80.0 P7.0 71.3
”’\ﬁ"' F 72.0
60.0
62. - 68.0
20.0 - 37.7 - 64.0
0.0 T T T T T T T T T T T T T T T T T T 60.0
OO O O O O O O O o «d 4 4 N N N N OO o ™
o Hd 4 4 N NN NN NN NN NN NN NN
> > > > > > > > > > > > > > > > > > >
| I I I e e e T T T T
eZieINelNeoNe e e e e e o Mo e e e lNe e e Mo,
I N M < 4 N O < 4 N O < 4 N 0O < 4 Nm

Source: IOCL, Bloomberg, PL

Exhibit 3: Q3FY23 Result Preview

Company Name Q3FY22E Q3FY21 ' . Remark

Sales 1,41,219 92,948 51.9 1,24,976 13.0
EBITDAR 24394 19,053 28.0 757 31221 We expect INDIGO to report a 3% Yo'Y decline in sales led
by a seasonal weak quarter, lower yeilds and load factor.
InterGlobe A (1 . . . .
At Margin (%) 17.3 20.5 0.6 Dec'reats%e in clrude cos\tls ttc)) ﬁlés'hl?n mallrgln e;(%an;)cm
against forex losses. We build in forex loss of Rs 8bn.
PET AL 12 s iy IndiGo expected to report a profitable quarter.
Adj. PAT 6,914 1,285 438.3 -15,833 NA

Source: Company, PL

Exhibit 4: IndiGo to report highest-ever gross margins
1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 2QFY23 3QFY23E

ASKM (in mn) 11,220 15,810 22,950 20,400 27,507 27,700 28,531
RPKM (in mn) 6,592 11,245 18,300 15,600 21,900 21,900 23,823
Load Factor (%) 58.8 71.1 79.7 76.5 79.6 79.1 83.5
Yield (Rs) 35 4.2 4.4 4.4 5.2 5.1 5.4
RASK (Rs) 2.7 35 4.1 3.9 4.7 45 4.9
Aircraft Fuel/ASKM 1.1 13 14 1.6 2.2 2.3 2.0
Gross Margin 1.6 2.3 2.6 2.4 2.5 2.3 2.9
CASK 5.7 4.6 4.1 4.8 5.1 5.2 4.8

Source: Company, PL
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Exhibit 5: Valuation Summary
CMP TP MCap Sales (Rs bn) EBITDA (Rs bn) PAT (Rs bn) EPS (Rs) ROE (%) PE (x)
Company Names SIC Rating R
(Rs) (Rs) (Rsbn)  Fya1 Fy22E FY23E FY24E FY21 FY22E FY23E FY24E FY21 FY22E FY23E FY24E FY21 FY22E FY23E FY24E FY21 FY22E FY23E FY24E FY21 FY22E FY23E FY24E
InterGlobe Aviation S Acc 2,038 2300 7850 2593 536.1 5985 660.4 84 612 1401 1606 -61.7 -79 448 549 -1602 -20.5 1164 1426 2069 123 -97.9 1‘3440' -127 996 175 143
Source: Company, PL S=Standalone / C=Consolidated / Acc=Accumulate
Exhibit 6: Change in Estimates
Sales PAT EPS
Rating Target Price
FY24E FY25E FY24E FY25E FY24E FY25E
% % % % . % %
& 4 g 7 Chng. & 4 Chng. & ; Chng. € ? Chng. € e < 4 Chng. g P Chng.
InterGlobe Aviation Acc Acc 2,300 2015 14.1% 64,069 54,891 16.7% 78497 69,202 13.4% 44848 46,657 -3.9% 54,948 58,822 -6.6% 1164 1211 -39% 1426 152.7 -6.6%
Source: Company, PL C=Current / P=Previous / Acc=Accumulate
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Analyst Coverage Universe

Company Name TP (Rs) Share Price (Rs)
1 Ashok Leyland BUY 200 146
2 Bajaj Auto Hold 3,820 3,553
3 Bharat Forge BUY 1,000 861
4 CEAT Accumulate 1,775 1,611
5 Eicher Motors BUY 4,200 3,215
6 Endurance Technologies BUY 1,600 1,404
7 Exide Industries UR - 179
8 Hero Motocorp BUY 3,135 2,709
9 InterGlobe Aviation Accumulate 2,015 1,798
10 Mahindra & Mahindra BUY 1,560 1,236
11 Maruti Suzuki BUY 10,000 8,423
12 Tata Motors BUY 520 386
13 TVS Motors BUY 1,240 1,025

PL’s Recommendation Nomenclature

Buy  >15%
Accumulate : 5%to 15%
Hold : +5% to -5%
Reduce : -5%to -15%
Sell T <-15%
Not Rated (NR) : No specific call on the stock
Under Review (UR) : Rating likely to change shortly
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ANALYST CERTIFICATION
(Indian Clients)

We/l Ms. Mansi Lall- MBA Finance Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately
reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s)
or view(s) in this report.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHO00000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might 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 twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

It is confirmed that Ms. Mansi Lall- MBA Finance Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding
twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, 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.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (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 subject company or act as an
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or
regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209
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