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Background: TBVF is one of the India’s largest fitness chains and holds ~10% market share. TBVF has over 130 health club and gyms across 69 cities and towns
of India and member base of over 126,000. They have 92 owned gyms, 11 gyms under JV, 10 licensed gyms, 7 Franchisee gyms and 10 HI-FI format gyms. TBVF’s
39% of gyms are located in Western part of India, 30%, 25% and 5% are located in Northern, Southern and Eastern India. Tier wise distribution of gyms; Tier |, Il and
Il are 31%, 45% and 25% respectively. During FY06-12, TBVF’s Sales, EBIDTA and PAT grew at CAGR of 52.36%, 55.46% and 80.04% respectively.
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Equity (shares in mn) 24.1 = Revenue up 23% YoY at INR 284.97mn and down 30.8% on QoQ basis due to seasonality
Mkt. Cap in mn INR 3760/ $ 67.5 in the business.
Avg. Daily Vol. (*000) 87.38
Avg. Daily Vol. (mn) INR 13.7/% 0.24 = Net Profit increased by 39.6% YoY to INR 28.11mn and down 71% on QoQ basis.
=  Operating margins remains stable at 32.25%

Shareholding Jun11l  Mar12 Jun12 = Company has opened 15 gyms during the quarter taking the count to 130 gyms
Promoters (%) 59.49 59.49 59.47

% 9.6 .89 .9
FIL (%) ! H 1ot Revenue growth of 23% YoY and Stable operating margin
DII (%) 9.93 9.02 9.81
Others (%) 20.97 19.60 18.81 Revenue grew 23% YoY to INR 284.97mn and the growth was primarily on account of gym addition.

Pledge (% of
promoter holding)

0.00 0.00 0.00 Operating margins remain stable at 32.25% in 1QFY13 compared to 32.14% in 1QFY12. Personal

cost & administrative cost as a percentage of sales were down by 95 bps and 59 bps respectively;
Valuation Summary (INR bn)

however, the benefit was diluted by increase in service tax by 143bps YoY. PAT grew 39.6% YoY to

Y/E March 2012 2013E 2014E L . .
/ INR 28.11mn on account of lower provisioning of taxes due to tax write back during the quarter.
Revenue 1.31 1.83 2.20 L . . . .
EBIDTA 0.54 0.75 0.91 New Initiatives: NuForm and ZUMBA® to improve price realization
Adj PAT 0.22 0.32 0.39  During the 4QFY12, TBVF has launched a new category of health and fitness studio ‘NuForm’ which
Adj EPS 9.0 13.2 16.1  focuses primarily on weight loss and caters to the affluent class with a membership fee of INR 42,000
% growth 323 46.7 217 1 a. Currently 6 NuForm studios are operational with member base of ~400 in Mumbai and Thane. In
P/E 17.4 11.8 9.7 ] ) . .
B/ BY a6 - L9 1QFY13, TBVF has launched ZUMBA fitness program (a dance based fitness program) in India,
EV/EBIDTA 0.4 6.7 5.3 currently the program is offered in 11 gyms and charges a fee of ~ INR 2,500/month (3X of normal
EV/Sales 3.9 2.7 2.2 aerobic fee). Both these initiative will help to improve TBVF price realization.
Div Yield (%) 0.8 1.3 1.6  yaluation:
ROE (%) 15.3 18.7 19.1 . )
) At CMP the stock trades at 11.8X and 9.7X to FY13&14 earnings respectively. We rate TBVF as Buy
Net Debt/Equity 0.94 0.74 0.53
with a target price of Rs.193. We assign a multiple of 12X FY14 EPS. We believe the valuation is
justified given the strong execution capability of TBVF, favorable demographics, scalable business
Performance % M M 12M hodel and the growth prospects.
TBVF -8.23 1.93  -23.1 . ) ) ) ) »
Risks: The downturn in economy leading to a cut in consumer spending, competition from both
Sensex 2.44 8.23 4.71
foreign and domestic player and delay in launching new gyms.
250 120
200 ;go Y/E March ( INR mn) 1QFY13 1QFY12 YoY Growth 4Q FY12 QoQ Growth
123 60 Revenue 284.97 231.73 23% 411.71 -31%
0 ‘2‘3 EBIDTA 91.91 74.49 23% 208.36 -56%
0 4 . : : . . -0 Depreciation 32.80 27.98 17% 28.52 15%
R Interest 25.46 22.4 14% 28.48 -11%
S & & F & § & Other Income 2.05 4.59 -55% 5.30 -61%
y ~ y ~ ~ ™~ y
voyoy Y Y Y Tax 5.02 5.64 -11% 44.68 -89%
. PAT 28.11 20.14 40% 95.35 -71%
TBVE Relative SENSEX (RHS) Adjusted PAT* 28.11 20.14 40% 91.60 -69%
Analyst EBIDTA Margin (%) 32.25 32.14 50.61
Effective Tax Rate (%) 14.10 19.60 27.86
Sathyanarayanan M +91-44-30007361 Adj PAT Margin (%) 9.86 8.69 22.25

sathyanarayananm@chola.murugappa.com  * Adjusted for one-offs in the previous representing period
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DISCLAIMER:

This report is for private circulation and for the personal information of the authorized recipient only, and we are not soliciting any action based upon it. 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 does not provide individually tailor-made investment advice
and has been prepared without regard to any specific investment objectives, financial situation, or any particular needs of any of the persons who receive it.

The research analyst who is primarily responsible for this report certifies that: (1) all of the views expressed in this report accurately reflect his or her personal opinions about any and all of the
subject securities or issuers; and (2) no part of any of the research analyst’'s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in
this report. This report has been prepared on the basis of information that is already available in publicly accessible media or developed through analysis of Cholamandalam Securities Limited
makes every effort to use reliable, comprehensive information, but we make no representation that it is accurate or complete.

The views expressed are those of the analyst and the Company may or may not subscribe to all the views expressed therein Cholamandalam Securities Limited reserves the right to make
modifications and alterations to this statements as may be required from time to time without any prior approval. Cholamandalam Securities Limited, its affiliates, directors and employees may
from time to time, effect or have effect an own account transaction in or deal as agent in or for the securities mentioned in this report. The recipient should take this into account before
interpreting the report.

All investors may not find the securities discussed in this report to be suitable. Cholamandalam Securities Limited recommends that investors independently evaluate particular investments and
strategies. Investors should seek the advice of a financial advisor with regard to the appropriateness of investing in any securities / investment strategies recommended in this report. The
appropriateness of a particular investment or strategy will depend on an investor’s individual preference. Past performance is not necessary a guide to future performance. Estimates of future
prospects are based on assumptions that may not be realized. Re-publication or redistribution in any form, in whole or in part, is prohibited.

No part of this material may be duplicated in any form and/or redistributed without Cholamandalam Securities Limited prior written consent.



