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Indian Hotel Industry — "Huge inventory addition to put an

anchor on improvement in the ARR and OR across major

cities...”

The hotel industry in India witnessed a tremendous boom during the period FY06-08. India has
emerged as a one of the most enticing destinations for the international tourists. The growth in
tourist arrivals was primarily led by the upsurge in the economy and increased business
opportunities. The arrival of low-cost airlines and the associated price wars also led to the growth
in domestic and foreign tourists. Rising disposable income, popularizing weekend culture,
attractive packages and easy access to travel-related information are the few other factors which
fuelled the growth in the Indian hotel industry in the past. The Ministry of Tourism’s ‘Incredible
India' campaign and the 'Atithi Devo Bhava' campaign have also helped in the growth of the
Indian travel & tourisms industry and consequently the hotel industry. However, the global
economic slowdown and slew of militant activities in the country turned the market dynamics in
the reverse swing, and the occupancy levels and ARRs saw a sharp decline in FY09-10. Also, a
huge amount of addition in the hotel rooms across segments acted as the key deterring factor for
the fall in occupancy levels.

The upscale hotel — room revenue to grow at a CAGR of 7.5 per cent...

The upscale hotel industry - room revenues are expected to grow at a Compounded Annual
Growth Rate (CAGR) of 7.5 per cent from Rs. 94 billion in FY12 to Rs. 117 billion in FY15. Huge
inventory addition is expected to put an anchor on improvement in the Average Room Rate
(ARR) and Occupancy Rate (OR).

CARE Research expects the demand for the upscale hotel industry to remain buoyed due to the
growing economy, rising discretionary income, growing culture of weekend vacation and
increased business travel. Domestic leisure tourists will continue to dominate the demand for
hotel rooms especially in the mid-market segment, whereas the foreign tourists would continue
to drive demand for the hotels in the upscale category.

Revenue from room segment will continue to remain the highest contributor

to the overall revenue of the hotel industry
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Revenue from renting out of rooms accounted for almost 55 per cent of the total revenue of the
hotel industry in FY12 followed by food and beverages segment, which accounted for 28 per
cent, while banqueting services contributed 10 per cent to the total revenue in FY12, others such

as parking charges, laundry, gift shop etc. accounted for the balance in FY12.

Rooms segment, primary business of the hoteliers, will continue to remain the highest revenue
contributor for the hotel companies. However, with growing number of conferences and
conventions, the revenue from banqueting services is expected to grow at a faster rate. Also,
Food and Beverage segment, the second largest revenue earner for the industry is also expected

to show a decent growth in the coming years.

The Foreign Tourists Arrivals (FTAs) to grow at a moderate rate of 5 per cent
upto CY15

CARE Research expects the FTAs to grow at a CAGR of 5 per cent to 7.7 million in CY15. The key

growth drivers for the FTAs include:
e Increased business travel due to the growth in world trade,
e Multinational companies setting up their operations in India,
e Organizing of international events and trade fairs,
e Rise in the global per capita disposable income,

e Success of “Incredible India” and the “Atithi Devo Bhava” campaigns and other tourism promotion

measures.

India witnesses the maximum number of tourists from United States of America (USA) followed
by United Kingdom (UK) and Bangladesh. However, arrivals from Bangladesh are mainly
migrants. CARE Research expects the trend to continue and USA and UK to dominate the flow of
FTAs in India. States like Maharashtra, Tamil Nadu, Delhi and Uttar Pradesh are expected to
attract more foreign tourist. Mumbai and NCR hosts both, business and leisure tourists but the
share is skewed towards business tourists. However, Tamil Nadu attracts mostly leisure and
medical tourists. Uttar Pradesh which boasts of the Taj Mahal, is a preferred destination for the

leisure tourists from various countries.

Domestic Tourist Arrivals (DTAs) to dominate the total tourist traffic in India
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In FY12, DTAs from business and leisure segments taken together accounted for about 53 per
cent, the largest share in total tourist arrivals followed by business FTA and Leisure FTA put
together accounted for 17 per cent. The share of FTAs both business as well as leisure segments

taken together is expected to reach a level of 20 per cent by the end of FY15.

Breakup of total tourist arrivals — FY12
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Domestic tourists, both from business and leisure segments will continue to remain the largest
customer base for the hotel industry in India. Key growth drivers for the domestic travellers in
the business segment include increase in trade and commerce, increase in the number of
multinational companies — especially IT/ITeS and BFSI, growing Meeting-Incentives-Conferences-
Exhibitions (MICE) culture, increase in the number of conferences and seminars, increasing
geographical spread of domestic companies, etc. While the key growth drivers for the domestic
travellers in the leisure segment include, diverse topography and rich cultural heritage, rising
personal discretionary income, evolving lifestyle, growing number of multiple earner families,

popularizing weekend vacation culture and improvement in air, rail and road connectivity.

However, foreign tourists, both from business and leisure segments, will grow at a faster rate
due to the increasing international trade, and India fast developing into a popular tourist
destination. Medical tourism is also growing at good pace in India, mainly due to the equivalent

medical services offered and lower costs as compared with the western countries.




Q/&E’}E Ratings Industry Update - Cement

Upscale hotel segment to see a net addition of about 15,064 rooms in the top

10 cities over the next 3 years

CARE Research estimates the upscale hotel room inventory to grow at a CAGR of 9 per cent,
from the level of 51,302 rooms at the end of CY12 to 66,366 rooms by CY15. The key hotel
brands coming up with new supply are IBIS, Westin, Novotel, Radisson, Hyatt, Lalit, Orchid,
ISTA, Aloft, JW Marriott, Dusit D2, Sofitel, Ritz Carlton, W Retreat & Spa and Shangri-la.

Upscale category room inventory
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The players in the upscale category hotels had announced to add around 21,047 rooms.
However, due to the deferment by players, delay in getting the number of approvals required to
set up a hotel and overall slowdown in the economy, CARE Research expects only 72 per cent of
the announced inventory to come on board. Thus, the net addition of room inventory is expected
at about 15,064 numbers of keys by the end of CY15.

National Capital Region (NCR) tops the list followed by Bangalore, Kolkata and Mumbai in terms
of absolute number of keys expected to be added over the next three years. However, in terms
of percentage increase in no of keys from CY12 to CY15, Noida and Kolkatta are expected to
witness a substantial growth.
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To subscribe to our report on ‘Indian Cement Industry — 2013’, please contact
careresearch@careratings.com.
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Click on the icon to see the Table of Contents and Brochure of the report.

Contact:
Revati Kasture Chaitanya Raut Manohar Annappanavar
Head - CARE Research Sr. Manager Manager

revati.kasture@careratings.com  chaitanya.raut@careratings.com manohar.annappanavar@careratings.com

Disclaimer

This report is prepared by CARE Research, a division of Credit Analysis & REsearch Limited [CARE]. CARE Research has taken utmost care to ensure accuracy and
objectivity while developing this report based on information available in public domain. However, neither the accuracy nor completeness of information contained in
this report is guaranteed. CARE Research operates independently of ratings division and this report does not contain any confidential information obtained by ratings
division, which they may have obtained in the regular course of operations. The opinion expressed in this report cannot be compared to the rating assigned to the
company within this industry by the ratings division. The opinion expressed is also not a recommendation to buy, sell or hold an instrument.

CARE Research is not responsible for any errors or omissions in analysis/inferences/views or for results obtained from the use of information contained in this report and
especially states that CARE (including all divisions) has no financial liability whatsoever to the user of this report. This report is for the information of the intended
recipients only and no part of this report may be published or reproduced in any form without prior written permission of CARE Research.

Credit Analysis and Research Limited proposes, subject to receipt of requisite approvals, market conditions and other considerations, to make an initial public offer of its
equity shares and has filed a draft red herring prospectus (“DRHP”) with the Securities and Exchange Board of India (“SEBI”). The DRHP is available on the website of
SEBI at www.sebi.gov.in as well as on the websites of the Book Running Lead Managers at www.investmentbank.kotak.com, www.dspml.com, www.edelcap.com,
www.icicisecurities.com, www.idbicapital.com, and www.sbicaps.com. Investors should note that investment in equity shares involves a high degree of risk and for
details relating to the same, see the section titled “Risk Factors” of the DRHP.

This press release is not for publication or distribution to persons in the United States, and is not an offer for sale within the United States of any equity shares or any
other security of Credit Analysis & Research Ltd. Securities of Credit Analysis & Research Ltd., including its equity shares, may not be offered or sold in the United States
absent registration under U.S. securities laws or unless exempt from registration under such laws.
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