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A Bigger Screen
Presencein North

to Help Inox Shine

The Tale of Two Plexes

FYi4  3-Year
(Rcrore) CAGR%

Sales 35.2
Operating profit 55
Net profit 78.8

Source: Capitaline

In highly profitable
region, co is taking
organic & inorganic
routes to raise share

RAJESH NNAIDU
ETINTELLIGENCE GROUP

The stock of multiplex company
Inox Leisure has lagged behind its
larger peer PVR over the past three
years, delivering 237% returns
compared with 472% of its rival
This gap can be attributed largely

" to PVR’s higher market share in
the northern and western regions
of the country where Inox did not
scale up its presence.

Inox did not address the issue in
the two regions even as it ramped
up its total capacity to 380 screens
from 240 screens in 2011, while
PVR went up to 444 screens from

.'335 screens. However, with its re-
cent strategic acquisition of Gur-
gaon-based multiplex company
Satyam Cineplex, InoxLeisure has
scaled up its presence considera-
bly in the highly profitable north-
ernregion, whereithasa19% mar-

ket shareat present.

“For the next few years, we arein
for high organic and inorganic ac-
quisitions. Being a part of Gujarat
Flurochemicals, we have a strong
reputation. We will fuel our screen
expansion through debt and trea-
sury shares which are worth %300
crore,” said Deepak Asher;, director
at Inox Leisure. “In the next two
years, we will add 127 screens
through organic expansion. Add-
ing Satyam’s screens, the manage-
ment plansto take the screen count
0500 by the first half of 2014-15.”

Market Share (%)

" North South West East

PVR 52 39 43 20
INOX 19 39 26 74
Source: Motilal Oswal

Debt to Equity (as of FY14)
PVR 1.42 INOX 0.6

Much of the company’s capacity
expansion will happen in the
northern region, where the com-
pany plans to enhance its pres-
ence. Northern and western re-
gions have higher share in
all-India  ticket collections.
Hence, enhancing its presence in
the North works well for Inox in
the coming quarters.

In the last 3 years, the multiplex
industry has undergone consider-
able changes. With two crucial ac-
quisitions - PVR acquiring Cine-
max and Inox acquiring Fame
India —equations in terms of mar-
ket share have been defined better.

The multiplex

i industry, which
It recently had six players
acquired ‘ghree years ago,
| isnowmore con-
g::.'?';::xb;s o centrated, with
Satyam just two players
Cineplexto PVR and Inox
scaleupits accounting for
presence over 45% of the

considerablyin  industry’s total -
. screen capacity

theNorth
. of 1,800-2,000.

With its expansion on track, In-
ox isexpected tomakethemost of
film business, which is expected
to grow ata CAGR of 11.5% tore-
ach 219,330 crore by 2017.

At present, Inox has debt of 2210
crore. After considering the val-
ue of treasury stocks, the compa-
ny’s net debt turns out to be 100
crore and itsnet debt toequity ra-
tio is 1. This is acceptable given
the company’s size and presence.
On the valuation front, on one-
year forward earnings basis, In-
ox is trading at 28 times while
PVRistradingat44times.

rajesh.naidu@timesgroup.com
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