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Cinemax India Ltd
(Rs 151, FY08E - P/E 11x FY09E, BUY with  Target Price Rs 193, Initially
recommended at Rs 126)

Financial Performance:

Year Ended                                           Consolidated Deviation Grth (%)
FY06A FY07E FY07A from our

Estimates
Net Sales (Rs Mn) 723.34 1,040.60 1,001.60 (3.7) 38.5
EBITDA Mn) 151.56 307.0 254.90 (16.9) 68.2
EBITDA%) 21.0 29.5 25.4 (405.0)bps 450bps
PAT (Rs Mn) 76.8 133.2 119.9 (9.97) 56.1
EPS (Rs)# 2.7 4.8 4.3 (9.97) 56.1
P/E (x) @ Rs 151 55.1 31.7 35.3

Source: Company and Emkay Private Client Research
PAT excludes EO of Rs 51 mn

FY07 Result (Consolidated):  Strong Performance
Cinemax has reported great set of numbers for FY07, consolidated revenues grew
by 39% to Rs 1001.6 mn, out of which 84% of the revenues contributed by company
core business, theatrical exhibition to Rs 851 mn and 16% contributed by construction
business, to Rs 165 mn.

EBITDA margin was expanded by 450 bps to 25.4%, which took EBITDA higher by
68% to Rs 255 mn. Net profit for FY07, excluding EO of Rs 5.1 mn was higher by
56% to Rs 119.9 mn.

The performance for the fiscal gone was quite inline with our expectations on revenue
front, however we are bit disappointed on EBITDA margin part.

Operational Parameters:
FY 2005 FY 2006 FY 2007

Properties 7 8 10
Screens 19 25 33
Seats 5,330 6,905 9,220
No of Patrons (million) 3.33 3.67 5.2
Average Ticket Price (ATP) (Rs) 86 105 125
F & B Per Head (Rs) 20 21 26
Spend per Head (Rs) 106 126 151

Source: Company

v For FY07, average ticket price (ATP) gone up by 19%, which is expected to
increase by around 20% for FY08E.

v At the end of FY07, there was a incremental seats addition of 2315 and total
seat stood at 9220. For FY08E, incremental seats addition will be around
18780, taking total seating capacity to 28000.

v F&B spend per head was higher by around 24% to Rs 26; for FY08E F&B
spend per head expect to increase by around 7-8%.

v Average occupancy stood at around 40% for FY07, which is expected to
remain stable for FY08E.
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Consolidated revenues grew by 39%

EBITDA margins improved by
400bps QoQ

Net Profit grew by 56%

Strong performance, however
marginally lower than our estimates

Seating capacity will increase by 5x
by FY09E
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Key Highlights and Future Expectations
v For FY07, EBIT margins in the theatrical exhibition business stood at 24.5%,

whereas margin in construction business was at 28.7%.
v Cinemax’s Nagpur property is already fully leased out, and it is going to

open the Cinemax Theater by July 2007. By the end of FY08E, company
expects total screens to be around 108 and 165 by the end of FY09E.

v Number of seats expected to be around 28524 and 42483 respectively by
the end of FY08E and FY09E.

v EBITDA margins expect to remain stable for FY08E and FY09E, with 100
bps improvement over next two fiscal.

v Total debt at the end of FY07A, stood at Rs 6300 mn, which expected to
decline to around Rs 530 mn by FY08E.

v Other income expects to be around Rs 1000 mn for FY08E, on account of
income from investments and rental from leased properties.

v Net margin expect to improve by around 400bps to around 16% for FY08E
and FY09E.

Business Outlook and Valuation: Attractive Valuation
Driven by strong demand for movies and increasing people’s preference toward
multiplexes, has augur well for Cinemax, which is clearly reflected in strong financial
performance for the fiscal gone by.

Going forward, Cinemax is on rapid expansion drive and intend to multiply its seating
capacity by around 5x to 43000 seats by FY09E from current capacity of 9200
seats at the end of FY07A.

We have revised our estimates for FY08E and FY09E; we have revised  downward
our consolidated revenues estimates by around 5% for FY08E and FY09E, on
account of lower revenues from company’s project business, which we expect to
ceased out by FY08, as company has intend to focus only on its core theatrical
theatrical exhibition business.  Nevertheless, with increase in the ATP and F&B
spends coupled with stable occupancy rate of around 40%, we expect theatrical
revenues to show strong growth.

On the other hand, EBITDA margins expect to remain stable at current level of 25%,
however with decrease in the interest cost and higher other income would improve
the net margin for FY08E and FY9E.

We continue to remain positive on Cinemax, looking at company’s aggressive growth
plans and proven track record of executions. At current market price of Rs 151,
stock is trading at 15x FY08E and 11x FY09E, we maintain a BUY on stock, with a
target price of Rs 193 based on our DCF approach, at our target price stock will
valued at 8.5x EV/EBITDA FY09E.

Maintain BUY with a target price to
Rs 193

Year Ended                                FY07A                     Earlier Estimates                  New Estimates

FY08E FY09E FY08E FY09E
Net Sales (Rs Mn) 1,001.60 1,783.02 2,483.63 1693.9 2359.5 (5.0) (5.0)
EBITDA Mn) 254.90 492.1 693.3 431.9 625.3 (12.2) (9.8)
EBITDA%) 25.4 27.6 27.9 25.5 26.5 (210)bps (142)bps
PAT (Rs Mn) 119.9 261.2 381.7 276.0 386.6 5.7 (1.3)
EPS (Rs)# 4.3 9.3 13.6 9.9 13.8 5.7 (1.3)
P/E (x) @ Rs 151 36 16 11 15 11

Financial Estimates -

Source: Emkay Private Client Research

Implied Change
(%)
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Mr. Chirayush Bakshi – Vice President - Marketing and Business Development
Mob.: 9322934529; Email: chirayush.bakshi@emkayshare.com
Mr  V. H. Bhaskaran – Vice President - Business Development (South)
Mob.: 9323811847; Email: bhaskaran@emkayshare.com
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Emkay Share and Stock Brokers Ltd.
Member: Bombay Stock Exchange Limited (BSE) and The National Stock Exchange (NSE).

C-6, Ground Floor, Paragon Center, Pandurang Budhkar Marg, Worli, Mumbai – 400 013.
Tel No. 66121212. Fax: 66121299; e-mail: marketing@emkayshare.com; Website: www.emkayshare.com;

Regn.Nos.PMS-INP 000000779; BSE (Cash) INB 010901838; BSE (Derivative) INF 010901838;
NSE (Cash) INB 230901838; NSE (Derivative) INF 230901838; DP CDSL IN-DP-CDSL-58-2000

Call (Tollfree) 1-600-223-434 / 1-800-223-434

DISCLAIMER

Emkay Share & Stock Brokers Limited (Emkay) has two separate independent equity research groups: Institutional Equities and Private Client Group. This document has been prepared by Emkay – Private
Client Group (Emkay -PCG). Affiliates of Emkay Institutional Group may have issued other reports that are inconsistent with and reach different conclusions from the information presented in this report. The
views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating and target price of the Institutional Equities Research Group of Emkay Share & Stock
Brokers Limited. This document is not for public distribution and has been furnished to you solely for your information and any review, re-transmission, circulation or any other use is strictly prohibited. Persons
into whose possession this document may come are required to observe these restrictions. This document is subject to changes without prior notice and is intended only for the person or entity to which it is
addressed to and may contain confidential information and/or privileged material. We are not soliciting any action based upon this material. This report is not to be construed as an offer to sell or the solicitation
of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Emkay -PCG. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Though disseminated to all the customers simultaneously, not all customers may receive this report
at the same time. Emkay-PCG will not treat recipients as customers by virtue of their receiving this report. We have reviewed the report, and in so far as it includes current or historical information, it is believed
to be reliable. It should be noted that the information contained herein is from publicly available data or other sources believed to be reliable. Neither Emkay, nor any person connected with it, accepts any liability
arising from the use of this document. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The recipients of this material
should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future
performance. Opinions expressed are our current opinions as of the date appearing on this material only. We do not undertake to advise you as to any change of our views expressed in this document. While
we would endeavor to update the information herein on a reasonable basis, Emkay, its subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the
information current. Also there may be regulatory, compliance, or other reasons that may prevent Emkay and its affiliates from doing so. Prospective investors and others are cautioned that any forward-looking
statements are not predictions and may be subject to change without notice. Emkay and its affiliates, officers, directors, and employees may: (a) from time to time, have long or short positions in, and buy or
sell the securities thereof, of company (ies) mentioned herein 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 company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and related
information and opinions. The analyst 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.
Analyst’s holding in the stocks mentioned in the report: NIL
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Umesh Karne,CFA Auto,  Auto Ancillary, Capital Goods, Power Equipment +91 22 6612 1281 umesh.karne@emkayshare.com

Manish Balwani Cement, Construction +91 22 6612 1278 manish.balwani@emkayshare.com
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