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Interglobe Aviation Ltd. Q2 FY18 Result Analysis
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CMP (INR): (Nov 02, 2017) 1248.00

Revised Target (INR) 1,477.00

Upside(%) 18.00%
\Recommendation : Buy /
BSE Code 539448
NSE Code INDIGO
Reuters Ticker INGL.NS
Bloomberg Ticker INDIGO:IN

Market cap (INR Cr.) 47042.83
Paid-up Eg. Capital (INR Cr.) 384.10
Outstanding Shares (Cr.) 38.41
Face Value (INR) 10.00
Dividend Yield(%) 2.78
P/E (x) 28.35
Industry P/E (x) 23.65
Debt/Equity 0.70
Beta vs. Sensex 0.36
52 Week High/ Low (INR) 806.50/1346.35
Avg. Daily Volume (NSE) 494191

Shareholding Pattern (%)

Sept-2017  June-2017 Mar-2017
Promoters 77.91 85.85 85.88
Institutions 17.19 8.61 8.06
Non-institutions 4.90 5.54 6.06
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Company Overview

Interglobe Aviation Limited operates “IndiGo”, India’s largest passenger airline with
38.20% market share. The company operates on a low-cost carrier (LCC) business model
and focuses on the domestic Indian air travel market. IndiGo has one of the largest fleet
catering to domestic markets. Interglobe Aviation is the only airline in India to be
consistently profitable over the past five years — a distinction achieved through its
consistent focus on reducing costs.

Q2 FY2018: Indigo reports blockbuster results

e In Q2 FY18, Indigo reported blockbuster results. Its revenues from operations grew

27% YoY to INR5,291, ahead of estimates driven primarily by higher yields.

e It's EBITDA grew 277% YoY to INR738 Crore, while it’s PAT grew 294% YoY to INR552
Crore compared to estimates of INR320 Crore. The robust performance was driven by
better fares (up 11% YoY) and credits received from Pratt & Whitney for aircraft
grounding and delivery delays.

e In Q2 FY18, while ATF price grew 2% YoY, Indigo’s fuel cost per ASK declined 4% YoY,
increased contribution of fuel-efficient A320Neo (17% of fleet) resulted in fuel cost
benefit for the airline.

e The Company witnessed robust volume growth of 15% YoY. This was a positive
surprise especially due to the fact the Indigo had to ground most of its recently
delivered 24 A320Neo aircrafts. This indicates domestic aviation industry is supply
constrained.

e The Company reported an increase of 35% in its other income 33.50% which stood at
INR215 Crore in Q2 FY18.

e On the operational front, Indigo reported an on time performance of 87.0%, technical

dispatch reliability was 99.84% and flight cancellation rate was 0.37%.

e It successfully completed an Institutional Placement Programme (IPP) of 3.36 Crore

shares; fresh issue of 2.24 Crore shares and offer for sale of 1.12 Crore shares

e The Company ended the quarter with a fleet of 141 aircraft including 24 A320neos.

Operational metrics

Particulars Q2 FY18 Q2 FY17 Change
ASK 15.10 13.37 13.00%
RPK 12.68 10.98 15.40%
Load Factor 84.00% 82.20% 180 bps

Source: Company
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Financial Analysis for the quarter ending September 30, 2017

. - o Quarter Ended Half year ended
Particulars (in INR Crore)
Q2FY18 Q2FY17 YoY% QLlFY18 QoQ% HI1FY18 H1FY17
Revenue from operations 5290.98| 4166.93 26.98%| 5752.91| -B.03%| 11043.89| B8745.78| 26.28%
Aircraft fuel 1647.25| 1552.38 6.11%| 1759.16| -6.36%| 3406.41| 2919.79| 16.67%
Aircraft and engine rentals 819.29 772.09 6.11%| B853.69| -4.03%| 167298 1484.79| 12.67%
Purchase of stock 29.43 3173 -7.25% 3L76| -7.34% 61.20 66.47| -7.93%
Change in inventory 1.43 1.63 12.27% 2.01| -28.86% 3.43 1.30| 163.85%
Employee benefit expenses 600.40 508 18.19%| 584.27| 2.76%| 1184.68| 986.930| 20.04%
Other expenses 1455.00( 1105.47 31.62%| 1424.99 2.11%| 2879.99| 2275.63| 26.56%
Total Expenses 4552.8 3971.3 14.64%( 4655.88| -2.21%| 9208.69| 7734.91| 19.05%
EBITDA 738.18 195.63| 277.33%| 1097.03| -32.71%| 1835.20 1010.87| 81.55%
EBITDA margin (%) 13.95%|  4.69%| 926bps| 19.07%| -512bps| 16.62%| 11.56%| 506 bps
Other income 214.58 160.76 33.48%( 202.63| 5.90% 417.21| 323.36| 29.02%
Depriciation & ammortization 102.52 118.86| -13.75% 98.34 4.25% 200.86| 233.69| -14.05%
EBIT 850.24 237.53| 257.95%| 1201.32| -29.22%| 2051.55 1100.54| 86.41%
EBIT Margin (%) 16.07% 5.70%| 1037bps| 20.88%| -481bps| 18.38%| 12.58%| 600bps
Interest cost 85.66 60.96 40.52% 76.97| 11.29% 162.64| 177.27| -8.25%
Profit before tax 764.58 176.57| 333.02%| 1124.35| -32.00%| 1888.91| 923.27| 104.59%
PBT margin (%) 14.45% 4.24%| 1021 bps| 19.54%| -509bps| 17.10%| 10.56%| 654 bps
Tax 212.98 36.7| 480.33% 313.18| -31.99% 526.17| 191.63| 174.58%
Profit after tax 551.6 139.87| 294.37%| B811.17| -32.00%| 1362.74| 73164 B86.26%
PAT margin (%) 10.43% 3.36%| 707bps| 14.10%| -367bps| 12.34%| 8.37%| 397bps
EPS 15.19 3.87| 292.51% 22.44| -32.31% 37.61 20.28| 85.45%

Source: Bloomberg, SMIFS Research

Q1 FY18 Conference call highlights

Passenger load factor was up 179bps to 84%. Ticket yields were up by 9% to INR3.57.

Management explained that profitability was favorably impacted by better revenue management and credits received from
manufacturers related to aircraft grounding and delivery delays.

The Company has booked part of the credits received from manufacturers on revenue side and part on cost side. Indigo's fuel

cost per ASK was lower at INR1.11, despite an increase in ATF prices during the same period.
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Q1 FY18 Conference call highlights Financial Performance at a glance (Standalone)
(Cont’d)

e The management guided that the first

ATR fleet operation will start from
December 2017 from Tirupati, Ra-
jahmundry and Vijayawada. Indigo
would add 21 ATR aircrafts till January
2019.

Indigo has started receiving spare
P&W engines for A320Neo and pres-
ently no A320 Neo aircrafts are
grounded.

Engine repairs are subject to 5% GST.
Indigo paid GST of about INR78 Crore
of aircraft maintenance expenses in
Q2FY18 under protest, which compa-
ny shown as receivables in balance
sheet.

Company will use most of the IPP

proceeds and Free Cash Flow to buy
ATR aircrafts in future.

CPaiculars(NRCH  FY2015  FY2006 P00 FY2018E Y209
Revenue (INR Crore) 13866.40 16042.49  18440.00 23318.53  28229.08
Growth (%) 24.61 15.69 14.94 26.46 21.06
EBITDA (INR Crore) 1869.69 3117.97 2143.30 3325.32 4078.71
EBITDA margins (%) 13.48 19.44 11.62 14.26 14.45
Net profit (INR Crore) 1227.85 1955.88 1537.05 2391.96 2943.62
Net Profit Margin (%) 8.85 12.19 8.34 10.26 10.43
EPS N/A 55.53 42.47 62.98 77.78
BVPS N/A 75.57 104.55 142.73 169.59
P/E N/A 15.04 22.89 19.78 16.02
P/BV N/A 11.55 10.06 8.73 7.35
EV/EBITDA N/A 9.62 15.05 10.69 8.72
ROE (%) 305.58 126.13 51.03 62.28 51.14

Source: Bloomberg, SMIFS Research
*Bloomberg adjusted figures

Valuation: Market leadership, strong revenue visibility coupled with stellar profitability
renders Indigo the best bet in the Indian aviation industry. We maintain BUY with a target
price of INR1,477 (INR1,470 earlier) based on P/E multiple 19x to its FY19(E) EPS.

Aviation terminologies:

1. Passenger Load Factor (PLF): Measures the capacity utilization of public transport
services like airlines and passenger railways.

2. Air Turbine Fuel (ATF): Aviation fuel is a specialized type of petroleum-
based fuel used to power aircraft.

3. Available Seat Kilometer (ASK): The basic measure of capacity, one seat (empty or
filled) flying one kilometer is an ASK.

4. Revenue Passenger Kilometer (RPK): The Basic measure of revenue. A paying pas-
senger flying one kilometer creates an RPK.
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Any document, including this report, which is prepared by the research team of Stewart & Mackertich
Wealth Management Ltd. (SMIFS) is circulated for the purpose of information only to the intended
recipient and should not be replicated or quoted or circulated to any person/corporate or legal entities in
any form. This document/ documents/ reports/ opinion should not be interpreted as an Investment/
taxation/ legal advice. While the information contained in the report has been procured in good faith,
from sources considered/ believed to be reliable, all/ part of the statement/ statements/ opinion/
opinions/ view/ views in the report may not be considered to be complete or accurate. Therefore, it
should only be relied upon at the recipients own risk.

Research Analysts/ Economists/ Advisors/ Investment Strategists or any other spokes persons of
the company (SMIFS) are often sought after for expressing their views on print/ electronic/ web
media. The views expressed are purely based on their assumption/ understanding on fundamental
approach/ technical and historic facts on the subject. The views expressed should not be
construed as an offer to buy/ sell or hold equity/ commodity/ currencies or their derivatives. The
views/ opinions expressed is for information purpose only, and may change due to underlying
factors, related or unrelated or other market conditions and may or may not be updated.

Stewart & Mackertich Wealth Management Ltd, its subsidiaries, or any of its directors, employees,
agents, and representatives shall not be liable for any damages whether direct or indirect, incidental,
special or consequential including lost revenue or lost profits that may arise from or in connection with
the use of the information/ research reports/ opinions expressed.

Disclosure: Clients/ associates of SMIFS Group may be holding positions in equities or their derivatives
on which the research report is made or opinion is formed or views are expressed in print or electronic
media. We ensure all compliance is adhered to with this report/ reports/ opinion or views expressed.

Analyst ownership of the stock — NIL
Analyst’s dependent relatives’ ownership in the stock — NIL

Analyst Certification: The matter related to the report has been taken from sources believed reliable and
the views expressed about the subject or issues in this report accurately reflect the personal views of the
analyst/ analysts. Stewart & Mackertich Wealth Management Ltd. does not compensate partly or in full,
directly or indirectly, related to specific recommendations or views expressed by the research analysts/
market strategists/ Portfolio Managers.

REGISTRATION as required under SEBI (Research Analyst) Regulation 2014 has been granted by
Securities & Exchange Board of India (SEBI), registration number being INH300001474.

Stewart & Mackertich Wealth Management Ltd.

Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India.
Tel.: +91 33 3051 5408 /, Fax: 91 33 22893401

Website: www.smifs.com

For queries related to compliance of the report, please contact:
Sudipto Datta, Compliance Officer

Contact No.: +91 33 30515414 / 4011 5414

Email Id.: compliance@smifs.com / sudipta@smifs.com
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