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Company Overview 

Analyst Take = HOLD 

CMP = Rs 278.50 (Research started at 265)
Market Cap = 5675 Cr
52 Week Range = 195 - 313.60 

Sector = Hospitality
Industry = Hotels



Investment Thesis

With strong and robust management and high capex plans, the company is poised for a 
high growth trajectory. Favourable government policies like Dekho Apna Desh show 
favourable industry tailwinds - yet given that the stock price has risen by 70% over the 
last year and that the PE value is 70, we feel that holding the stock is the best option to 
see the price action over the coming years. 

The Analyst Take is HOLD. 



Business Model
● Over the last decade, MHRIL has established itself as the market leader in the family 

holiday business. 
● The company has followed a two-pronged strategy- rapidly increasing its bouquet of 

resorts to provide more variety in holidaying options and enhancing its service levels to its 
members to provide delight at every point of interaction. 

● Club Mahindra Travel is a travel integration service for Club Mahindra Holidays' members 
to take care of their range of travel needs from accommodation to the deals on air tickets: 
complete holiday packages replete with sightseeing tours and meals to documentation 
requirements. The company provides family holidays primarily through vacation 
ownership memberships. Their members can choose to stay and holiday at resorts in a 
range of holiday destinations for a pre-determined number of days in a year for a fixed 
number of years. 
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Covid - Global Angle

Hospitality: one of the worst-hit sectors in 2020

❏ In July: hotel occupancy rates were 48% in China, 
48% in the US and 32% in Italy

❏ 8 million+ layoffs in hospitality sector in US, 
2020

❏ Hotel demand in the last few months has come 
primarily from 'staycations', weddings, travel to 
driveable leisure destinations. Biscations -- 
working from a resort -- also saw traction in Q2 
and the early part of Q3 FY22 

Post Pandemic Recovery - 

❏ Due to relaxed lockdowns and higher 
accessibility of vaccinations, the US Bureau 
of Labour Statistics expects 1.9 million 
hospitality jobs out of 8.3 million total 
(23%) being added to the US economy from 
2021-2031: a significant increase from when 
the sector accounted for just 8.9% of jobs 
in 2021

https://www.grantthornton.global/en/insights/articles/distressed-sectors--hotels/
https://uh.edu/news-events/stories/2022-news-articles/december-2022/12212022-hospitality-anger-study.php
https://www.bls.gov/opub/ted/2022/leisure-and-hospitality-projected-to-mostly-recover-pandemic-driven-employment-losses.htm
https://www.bls.gov/opub/ted/2022/leisure-and-hospitality-projected-to-mostly-recover-pandemic-driven-employment-losses.htm


● India’s hotel sector contracted by 47% in April-June 2020, as per data released by the National 
Statistical Office (NSO).

● The hotel industry, in May 2020, experienced an occupancy decline of 77%.

● Less than 3 million foreign tourists visited India in 2020, a dip of around 75% as compared to 
the previous year, due to travel restrictions 

Downturn across the spectrum of hotels: from luxury to budget

● As of December 2020, hotel chains such as Trident and Hyatt are trying to increase users by offering 
discounts of up to 60% (India Express, 2020).

● Budget hotel chain Treebo implemented a pay cut of its founders and managers of 60 and 40% 
respectively and launched a paid voluntary resignation scheme for its 400 employees

● Oyo cut 5,000 jobs as of April 15 (ILO, 2020b).

Covid - Local Angle



Demand and Supply Analysis: National Overview
Demand Side Supply Side

HVS anticipates supply to grow at a CAGR 
of only 3-4% over the next six to seven years , 
compared to double-digit growth for demand

About 25,000 rooms are expected to come up in 

the top 11 cities in India in the next five years 

About 6800 rooms are going to come up in 

Bengaluru, 5,400 in Mumbai, 3,300 in Jaipur and 

1,800 in Delhi 

Three big cities which will easily absorb 

additional supply over the next five years 

are Mumbai, Bengaluru and 

Hyderabad 

Hotels, amongst other mainstays in the 
hospitality sector, were amongst the worst hit 
during the pandemic

Demand was curtailed in 2022 first quarter esp. 
due to Omicron 

But now, “Room demand increased by more than 
60% year on year between January-July 2022, 
room supply increased by only 1-2%” - HVS 
hospitality consultancy

Much of the hotel demand in 2022 was driven by 
“staycations”, weddings, and travel to 
driveable leisure locations: making up 
for lost time



India Advantages 



GST Hike on Hotel rooms
● “After 5 years of Tax implementation, all exemptions will be eliminated and tax rates standardised to 2-3%. Tax rates in 

the hotel industry have changed quite a bit in the GST era, removing exemptions from rooms for less than INR 1000.”

● Post July 2022, all rooms costing up to INR 7500/night will be taxed 12%, while more expensive rooms will be taxed at 

18%

Ministry of Tourism Schemes (MoT)
● MoT has launched different initiatives covering Overseas Marketing, Travel Trade, HR Development, Market Research 

and Statistics, and Tourism Structure to jumpstart hospitality sector post-pandemic: typically aimed at SMEs hardest hit 

by Covid-19

Union Budget 
● MoT allocation was INR 2400 Cr, same as for 22-23 (compared to 2020.26 Cr for 21-22 and 2500 Cr for 20-21), of which 

INR 1644 Cr was earmarked for development of tourism infrastructure 

● Tourism identified as one of 4 key transformative opportunities: 50 new travel destinations, Union Malls, tourism is on 

“mission mode” - FM

Government Policy



● Airbnb:

○ 1% increase in AirBnB bookings results in a decrease of hotel revenues by 0.1%

○ Reasons for preference include greater socio cultural immersion, affordability, and sense of homeliness 

● Seasonality and Cyclicality of the hotel industry

○ Travellers naturally spike during summer and winter months due to occurrence of holidays and favourable 

weather conditions

● Geopolitical shocks - terrorist attacks

○ Due to housing large concentrations of people (often foreign): hotels are targets for mass terror attacks: 

2008 Taj Mumbai Terror Attacks

Risks to Industry



Risks to Company
● Operational Risks: Meeting customer expectations to maintain the 

Annual Subscription Fee (ASF). This was a challenge especially during 
covid, due to the taxing safety protocols that they had to follow

● Financial Risks: Non-payment of the deferred payment of membership 
instalments despite the management’s increased emphasis on higher 
downpayments.

● Regulatory and Legal Risks: They face red tape in terms of legal barriers 
for land acquisition, development of properties and environmental 
regulations

● Information and Technology Risks: potential for sensitive data to be 
leaked due to hacks or software malfunction



Porter’s 5 Forces
● Threat of new entrants 

i. Many barriers to entry: high capital costs, 
stringent regulation, and high differentiation  

ii. Poor infrastructure, facilities and scarcity of land 
serves as a barrier to entry. Established industry 
giants can continue to thrive under the prevailing 
conditions. 

●  Bargaining Power of buyers 
i. High because switching costs for consumers are 

low, buyer demand is significantly lower than 
industry supply, and buyers have the ability to 
delay their purchases 

ii. Hotel stay represents a large fraction of their total 
expenditure. Further, buyers can easily compare 
the quality and price of different hotels. 

● Threat of Substitute Products 
i. Moderate because with the increased penetration 

of internet, customers can compare the rates 
offered by different hotels and choose the best 
deal. 

ii. Rise of Air B&B 

● Bargaining Power of Suppliers 
i. The bargaining power of suppliers is 

moderate. There are many real 
estate dealers without much 
differentiation and low switching 
costs, but a limited number of 
quality training providers and skilled 
employees. 

ii. Employees move readily from one 
hotel to another in quest of better 
prospects. 

● Rivalry among existing competitors 
i. There is fierce rivalry among the 

competitors in the hotel industry. 
Hotel services are largely 
undifferentiated. 

ii. The players are cutting prices to 
attract more and more customers, 
resulting in a price war. 

https://www.researchgate.net/publication/333855843_COMPETITIVE_ANALYSIS_OF_THE_INDIAN_STAR_HOTELS_USING_THE_ANALYTIC_HIERARCHY_PROCESS
https://www.researchgate.net/publication/333855843_COMPETITIVE_ANALYSIS_OF_THE_INDIAN_STAR_HOTELS_USING_THE_ANALYTIC_HIERARCHY_PROCESS
https://www.researchgate.net/publication/333855843_COMPETITIVE_ANALYSIS_OF_THE_INDIAN_STAR_HOTELS_USING_THE_ANALYTIC_HIERARCHY_PROCESS


SWOT Analysis
STRENGTHS

● Expansive CapEx plans
● Unique subscription-based model
● Growing member base 
● Cutting costs efficiently

OPPORTUNITIES

● Families are looking for quick 
getaways and the resorts are built at 
ideal locations for this

● They are releasing new subscriptions
● International Tourism Sector is 

booming

WEAKNESSES

● Multiple loss-generating subsidiaries
● Company has high debtors of 175 days.
● The company has delivered a poor sales 

growth of -2.34% over past five years.

THREATS

● New entrants like Lemon Tree
● Cyclical industry dependent on 

holidays





Historical change in Shareholding pattern

Promoter holding Details





 



The average percentage increase made in the salaries of total employees other than the Key 
Managerial Personnel during the financial year 2021-22 was around 5.45%, while the average 
increase in the remuneration of the Key Managerial Personnel was around 9.57%. 



The average experience of directors is >30 years with significant experience in their respective 
sectors and expert areas. We can see that the management is of high quality. It has been able to 
deliver guidance; and is investor-friendly with timely updates on developments. 



Quantitative Analysis











Cash Flow Statement





Ratio Analysis

1. Sales growth is volatile and inconsistent. However, in FY21, this can be attributed to covid and FY19 is due to a 
recently acquired subsidiary performing badly.

2. Expenses growth generally follows the trend as that of sales growth. Expenses growth was higher than sales 
growth from FY13 to FY17, which indicates a fall in profit margins. However, this trend reversed FY17 onwards 
with aberrations during the period of the covid virus

3. Gross Profit growth is usually positive other than covid year, which is an aberration.
4. PBT growth is volatile and very inconsistent. Some of the values in negative are justified by the change in 

accounting standard from Ind AS 15 to Ind AS 118. 
5. Net Profit Growth is volatile. It has remained in negative values for the last 4 years. However, these values in 

negative are justified by the change in accounting standard.
6. The company is investing heavily in CapEx, which is why their dividend payout is 0% in the last 4 years.



1. Gross Margin is relatively consistent between 90-100%. This is not an extraordinary margin compared to its peers in the 
hospitality industry.  

2. Operating Margin has remained relatively consistent. However a decreasing trend was seen uptil 2017, following which the 
values started to increase again. The values have started to increase as a result of management’s focus on cutting operating 
expenses

3. PBT margin has been reducing but started increasing again once the company's accounts got used to the new accounting 
standards. This is because expenses were growing relatively faster than sales from FY13 to FY18

4. Net margin has been reducing because of the increase in luxury taxes in India. This effect was made worse by the change in the 
accounting standards the company is following. This value started increasing again once the company's accounts got used to 
the new accounting standards.

Ratio Analysis



1. Debtor Days are reducing continuously. This is a good sign given that they are ramping up production and they would not want 
their suppliers to be unhappy with their contact terms. They had a loss of 2.8mn$ in FY19 due to this issue in their CapEx plans 
for Holiday Club Resorts. Thus, their emphasised focus on reducing debtor days.  

2. Inventory Turnover is basically the rate at which inventory is being used - in the hospitality industry. This value has started to 
increase again. This is a good sign especially given that their inventory (number of rooms) has increased massively, especially 
since FY19.

3. Fixed Asset Turnover is reducing till covid. Part of the reason for the values 2018 onwards could be due to the massive and 
rapid expansion of CapEx. The value has started increasing post covid, however, which is a good sign.

4. Total Asset turnover has spiked up in the last 5 years, which is great, especially considering that the assets of the company are 
increasing as a result of their intensive capital expenditure plans

Ratio Analysis



1. The ROE was a healthy ratio till FY20 and FY21. Since the company is mainly financed by equity as the company does 
not take many external loans as they are backed by a very strong parent group - Mahindra, this ratio is accurate and 
precise.The company recovered nicely to pre covid levels in FY22.

2. This value is negative, which is not a good sign for the company. Since majority of the capital invested and used for 
CapEx is raised from the parent group, this ratio does mean that returns are not significant. Investors do look for a 
good ROIC ratio while investing, so it will be difficult to increase the this value. However, given the excellent 
management who can will implement their extensive future plans, I do see this value increasing

Ratio Analysis



1. FCF is rising. This is good, which means that the cash position of the company is improving.
2. Operating Cash Flow growth is very inconsistent. This is not a good sign, but the value did increase and the management expects it to grow in the 

future.
3. Free Cash Flow Growth is negative. However, this is not an accurate representation as the Cash 

position of the company on the balance sheet is improving.
4. FCF/Sales is increasing on the general trend. This is a good sign as the company is generating more cash flow from the same amount of sales.
5. CFO/Total Assets is relatively consistent. But since fixed assets are improving, this value remaining consistent is also good. 

Ratio Analysis



Competitor Analysis



Competitor Analysis

Indian Hotels

- 182 hotels and 21,094 rooms. 
- Stepping up on expansion
- Focus on new business ventures that will 

stabilise profitability
- Improved operational metrics
- Weak performance of overseas 

subsidiaries
- Attention drifting away from Taj: premium 

hospitality brand
- Return ratios are negative in recent years

Lemon Tree Hotel

- 85 hotels and 8303 rooms
- Diverse presence and strong pipeline
- Focus on asset-light model to escalate 

margins
- Sustainable cost reduction during 

pandemic
- Cash flows sustainable to fund future 

CapEx
- Company has a lot of debt
- Promoter holding is low
- Negative return ratios 



Global Peer Analysis



DCF



Summary
·   With plans to incur high Capex over the next 3-5 years, Mahindra holidays is on the growth 

phase. They are heavily re-investing into the business which is why we feel there will be 
tremendous revenue growth after the Capex cycle.

·   They have a robust management, with most of them having 30+ years of experience in the 
industry. They have shown an incredible turnaround in the HCR business, which makes us feel 
confident in their ability.

·   From an industry perspective, Hospitality industry took a massive hit during Covid-19 but we can 
see that that the industry is bouncing back as clearly demonstrated by strong figures.

·   The government has also been focussing on the tourism industry, with initiatives like ‘Dekho 
Apna Desh’ and we believe that hospitality sector will be a huge beneficiary because of this.



Summary - contd
 Mahindra holidays have a total of 100+ resorts and 400 partner hotels which indicates 

strong presence. The sales have increased by 16% YOY in FY22, and we believe that 
the momentum is strong.

➔ The company has strategically acquired the HCR business and made it a very 
successful one clearly shown by the 120 million Euros turnover in FY22.

➔ Even though the company has pretty good indicators and a strong industry 
outlook, we feel that the valuation is quite high at a 70 P/E and a 15.8 P/B. The 
stock price has risen by 27% over the past year which makes the stock 
unattractive for now.

➔ Hence, our analyst take is to hold the company for now and see how the stock 
price moves, given the Capex plans and the growth period of the company


