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he shares of hotel compa-
T nies made an impressive
1 comehackin2022, aftera
prolonged period of painled by
the covid pandemic. Although
2022heganwith concernsover
Omicronwave, asharprevivalin
the followingmonths wasaided
by leisure and business-related
travel pickingup pace. Last year,
sharesofkeylisted hotel compa-
nies, suchas The Indian Hotels
(o.Ltd, Lemon Tree Hotels Ltd,
and Chalet HotelsLtd, surged by
61-84%,comfortably heating the
Nifty 500index.
In some cases, apart from a

Display: 2/2

turnaround in investor senti-
menttowards thesector, compa-
ny-specific factorsmay havealso
hoosted the performance ofthe
stocks. Forinstance, TheIndian
Hotels"increased focusonscal-
ingup high-marginbusinesses,
includingamé Staysand Qmin.

During the December quarter
of FY23, hotel companies are
expected to report robust per-
formancedrivenhythewedding
andholiday season. Considering
thesevereimpact the pandemic
hadonthesector'srevenueand
occupancies, therecent demand
trendsareencouraging. “Asper
HVS Anarock, October-Novem-
ber2022industryRevPAR s 2%
higherthan October-November

Stunning show

Hotel stocks saw a sharp run-up in CY22, aided by revival in demand.

Lemon Tree Hotels
The Indian Hotels Co.
Chalet Hotels

EH

Nifty500 D;_o

Stock returnin2022 (in %)

8.8

763

61.0

24

Source: Capitaline

SATISH KUMAR/MINT

2019levels, with averageroom | isrevenue peravailableroom.

ratesbeing 9%higher,” saidana-

However, with hotelscontin-

lysts at ICICI Securities in a | uingtokeeprateshigher, occu-
reporton29December. RevPAR | panciesarelowerand could take

awhile hefore sustained growth
isvisible from pre-covid levels.

Nonetheless, expectationsare
thatwithsupply lagging demand
in the hotels sector, companies
will enjoy better pricing power,
atleastfornow. Also, eventssuch
asthe G20-summitandincrease
inforeign travellers could help
maintain anupbeat momentum.

That said, the sharp upward
movement seen in hotel stocks
in 2022 may not e repeated in
2023, said Archana Gude, ana-
lystatIDBI Capital Markets and
Securities. “True, the demand
outlook is strong in leisure and
corporate travel, but these ele-
ments have already been fac-
tored in the current valuations.

Y, hotel stocks have limited room for upside

This would limit substantial
upsides hereon,” she added.

Moreover, rising cases of the
new covid variantglobally could
playspoilsport for the sector, as
maskmandatescouldheseenas
deterrents for travelling, How-
ever, theimpactonoperationsis
not likely to be assevere as was
seeninthe firstand second covid
waves, saidanalysts. Another key
headwind is the elevated infla-
tionlevels, hurting the purchas-
ingpower of consumers, which
canpotentially dent demand.

Besides, itremains tobe seen
whetherthe hotelindustryman-
agestosee asustained earnings
improvement once the pent-up
demand fizlesout,




