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Tourism Finance Corporation of India 

Reuters: TFCI.BO; Bloomberg: TFCI IN   
   

 Well Poised For Future Growth 
We organised a road-show recently with the management of Tourism Finance 
Corporation of India (TFCI). TFCI specialises in financing of tourism-related 
activities with ~90% of its exposure towards the hospitality segment and is 
classified as a systematically important non-banking finance company (NBFC) 
under the Reserve Bank of India (RBI) norms. TFCI is a board-driven company 
with no interference from the promoters (including IFCI) and the government. 
With improvement in the political climate and the government’s push towards 
improving tourism activity to earn foreign exchange, TFCI is targeting higher 
balance sheet growth going forward. 

Management targets higher loan book growth: TFCI’s loan book has shown a 
CAGR growth of 18% over the past four years, while it was flattish for the past two 
years on account of slowdown in the economy. The management is now targeting a 
CAGR of more than 30% over the next three years. It has given guidance regarding 
loan sanctions amounting to Rs10bn and disbursement of Rs8bn for FY15, which 
includes Rs2b-Rs3bn of takeover funding from banks. TFCI is laying stress on 
marketing by participating in conferences/exhibitions/group discussions relating to 
the hospitality sector and also issuing advertisements in hotel magazines. 

Higher leverage likely to result in higher RoE: TFCI’s balance sheet is current 
highly under-leveraged. Its current borrowing is only 2x of net worth. The capital 
adequacy ratio is 40%, with Tier I ratio at 32%. RoA is healthy at 4.3%. With the likely 
improvement in leverage, RoE should improve substantially from the current level of 
~14%. 

 Inexpensive valuation: TFCI’’s valuation is inexpensive a P/E of 9.0x and P/BV of 
1.2x  FY14 earnings. 

 NOT RATED 

Sector: Banking 

CMP: Rs65 
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Key Data 
 

Current Shares O/S (mn) 80.7 

Mkt Cap (Rsbn/US$mn) 5.2/84.5 

52 Wk H / L (Rs) 68/21 

Daily Vol. (3M NSE Avg.) 861,141 

 
One-Year Indexed Stock Performance 

 

 

Price Performance (%)   

 1 M 6 M 1 Yr 

TFCI 36.2 76.3 193.2 

Nifty Index 2.8 16.2 37.6 

Source: Bloomberg 

 

Y/E March (Rsmn) FY10 FY11 FY12 FY13 FY14 

Net interest income 396 560 568 853 935 

Operating profit 468 690 632 787 891 

Profit after tax 341 444 495 555 585 

Advances 6,103 7,938 10,383 11,704 11,793 

Borrowings 3,894 4,808 7,586 8,088 8,615 

EPS (Rs) 4.2 5.5 6.1 6.9 7.2 

BV (Rs) 38.0 42.1 46.7 52.0 54.1 

P/E (x) 15.4 11.8 10.6 9.4 9.0 

P/BV (x) 1.7 1.5 1.4 1.2 1.2 

Spread (%) 2.5 3.2 2.1 2.7 3.4 

Calculated NIM (%) 6.2 7.3 5.7 6.9 7.0 

RoA (%) 4.9 5.5 4.8 4.3 4.3 

RoE (%) 11.5 13.7 13.8 13.9 13.7 

Tier I CRAR (%) 43.3 38.7 31.3 29.6 32.1 

Tier II CRAR (%) 14.9 12.1 9.1 7.6 7.8 

Total CRAR (%) 58.2 50.7 40.5 37.2 39.9 

GNPAs (%) 2.6 0.4 0.5 1.1 2.0 

NNPAs (%) 0.0 0.0 0.0 0.0 0.0 

Source: Company, Nirmal Bang Institutional Equities Research 
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Thrust on budget hotels and 2/3 star hotels  

TFCI’s current loan composition is 35% towards 5 star hotels, 36% towards 3/4 star hotels, 8% towards 1/2 
star hotels/ resorts/heritage hotels and 5% towards other tourism/family entertainment etc. Apart from hotels, it 
has lent to food chains like Barbeque Nation and Domino’s Pizza in the past. It has also lent to family 
entertainment parks like Essel World and Adlabs Imagica. TFCI also lends for refurbishing needs of its 
existing clients. TFCI is incrementally positive on budget and 2/3 star hotels, whereas it is still cautious on 5 
star hotels. TFCI has 60% of loan exposure where it is the sole lender and the balance in consortium lending. 
The company’s LTV ratio is 60%, with most of its loans having collateral of more than 100%. Its average ticket 
size is Rs300mn-Rs400mn as the management does not want to take disproportionate risk. TFCI’s highest 
loan exposure stands at Rs600mn. Exposure to top 20 entities accounts for 42% of its loan book. It has 40% 
of the exposure in North India (including Rajasthan), 15% in East India, 10% in South India and the balance in 
West India. As much as 92% of its loan exposure is towards operational assets. 

Healthy margins 

TFCI enjoyed a spread of 3.4% in FY14, but it posted higher calculated net interest margin (NIM) of 7.0% on 
account of lower leverage and a higher proportion of equities in its books. It had yield on assets of 13.1%, 
whereas its cost of borrowing stood at 9.7%. TFCI bonds have an AA rating and so it can borrow at 9.5%-
9.7% incrementally from the market. The management expects to maintain a spread of 3.5-4.0% going 
forward, but NIM is expected to fall as the equity proportion starts trending downwards. TFCI lends for a 
period of 12-17 years as against banks which lend for 8-10 years. Similarly, it borrows by issuing 10-15 year 
bonds, which are typically subscribed by provident/pension funds. None of its bonds are expected to mature 
over the next four years. TFCI manages short-term mismatch through borrowing from banks, which it gets at 
the respective bank’s base rate. Currently, 90% of the borrowing is through bonds and the rest via bank 
borrowings. 

 No baggage in terms of asset quality 

TFCI has no baggage in terms of asset quality. The company’s expertise in hotel financing over the past two 
decades helped it to be resilient during an economic downturn. It has nil exposure to a few of the troubled 
names like Hotel Leela, Kamat Hotels etc. As of September 2014-end, TFCI had just two non-performing 
asset (NPA) accounts with gross NPAs standing at ~3.7% and net NPAs below 1.0%. It has a very stringent 
due diligence process with separate teams for monitoring, appraisal and recovery. It has also appointed an 
independent engineer to take stock of the progress made by a project in accordance with the disbursement. It 
has 12% of its portfolio under the principal moratorium period. The company currently follows a 180-day NPA 
recognition norm, but the management also clarified that there will be no addition to NPAs once it moves 
towards a 90-day NPA recognition as of date. After the introduction of SMA 1 and 2, it has initiated follow-up 
action with borrowers on a 60-day basis. 

Lean cost structure 

TFCI has only total 35 employees as it has mainly a wholesale-driven model. Its cost-to-income ratio is ~16%. 
The company does not plan to hire more than five employees per year. With the kind of business growth 
plans, cost-to-income ratio will further trend southwards. TFCI directly recruits its staff and there has been 
virtually no attrition over the past 10 years. 

Robust guidance on the business front 

The management has given guidance on loan sanctions amounting to Rs10bn and disbursement of Rs8bn in 
FY15, which includes Rs2bn-Rs3bn of takeover funding from banks. Yields in takeover loans are similar to 
new loans. It has sanctioned loans amounting to Rs4.2bn year-to-date and another Rs3bn sanction requests 
are in hand. The company is targeting a credit growth CAGR of over 30%over the next three years. 

Board-driven company  

TFCI is a board-driven company with an independent managing director (MD) and professional board 
members. Mr. S.K. Sangar, who took over as MD in August 2014, has been appointed for a term of  two 
years. He has ample banking experience, having been associated earlier with Union Bank of India. The 
company has a non-executive chairperson from IFCI. TFCI has no interference in its operations from IFCI and 
the government. IFCI does not have a representative on TFCI’s lending committee.  
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Focus on non-interest income  

TFCI has been actively pursuing consultancy assignments with different state governments. To cite an 
example, it drafted the tourism policy for Gujarat. It also did planning and consultancy work for Madhya 
Pradesh and Chhattisgarh governments. The management is also looking out to rent out the property at prime 
locations to earn other income. TFCI earned consultancy fees of Rs5.5mn last year. The company likes to 
explore more consultancy work, not specifically to earn fee income, but to fund projects on the same. 

Higher leverage likely to result in higher RoE 

TFCI’s balance sheet is current highly under-leveraged. The company’s borrowings stand at only 2x of its net 
worth. Its capital adequacy ratio is 40% with Tier I ratio at 32%. It can expand loan book by another Rs15bn 
without the need to raise additional equity capital. Current RoA is healthy at 4.3%, but incremental RoA is 
more than 2%. With the likely improvement in leverage, RoE should rise substantially from its current level of 
~14%. 
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Financials 

Exhibit 1: Income statement 

Y/E March (Rsmn)   FY10 FY11 FY12 FY13 FY14 

Interest Income 728 977 1,162 1,738 1,748 

Interest Expenses 331 417 594 885 813 

Net Interest Income 396 560 568 853 935 

Non Interest Income 147 254 202 86 125 

Operating Income 544 814 770 939 1,060 

Operating Expenses 76 123 137 152 169 

Operating Profit 468 690 632 787 891 

Provisions 7 2 2 63 50 

Profit Before Tax 461 688 631 724 841 

Tax 120 244 136 169 256 

Profit After Tax 341 444 495 555 585 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 2: Balance Sheet 

Y/E March (Rsmn)   FY10 FY11 FY12 FY13 FY14 

Share Capital 807 807 807 807 807 

Reserves 2,262 2,594 2,966 3,393 3,558 

Networth 3,069 3,401 3,773 4,200 4,365 

Borrowings 3,894 4,808 7,586 8,088 8,615 

Other Liabilities 275 638 568 1,581 638 

Total Liabilities 7,238 8,847 11,928 13,869 13,618 

Advances 6,103 7,938 10,383 11,704 11,793 

Investments 752 530 988 1,808 1,349 

Fixed Assets 304 292 275 317 302 

Other Assets 79 86 281 39 174 

Total Assets 7,238 8,847 11,928 13,869 13,618 

Source: Company, Nirmal Bang Institutional Equities Research  

Exhibit 3: Key ratios 

Y/E March (Rsmn) FY10 FY11 FY12 FY13 FY14 

EPS (Rs) 4.2 5.5 6.1 6.9 7.2 

BV (Rs) 38.0 42.1 46.7 52.0 54.1 

P/E (x) 15.4 11.8 10.6 9.4 9.0 

P/BV (x) 1.7 1.5 1.4 1.2 1.2 

Spreads (%) 2.5 3.2 2.1 2.7 3.4 

Calculated NIMs (%) 6.2 7.3 5.7 6.9 7.0 

ROA (%) 4.9 5.5 4.8 4.3 4.3 

ROE (%) 11.5 13.7 13.8 13.9 13.7 

Tier I CRAR (%) 43.3 38.7 31.3 29.6 32.1 

Tier II CRAR (%) 14.9 12.1 9.1 7.6 7.8 

Total CRAR (%) 58.2 50.7 40.5 37.2 39.9 

GNPA (%) 2.6 0.4 0.5 1.1 2.0 

NNPA (%) 0.0 0.0 0.0 0.0 0.0 

Source: Company, Nirmal Bang Institutional Equities Research 
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Disclaimer 

Stock Ratings Absolute Returns 

BUY  > 15% 

ACCUMULATE  -5% to15% 

SELL  < -5% 

This report is published by Nirmal Bang’s Institutional Equities Research desk. Nirmal Bang has other business units with independent research teams separated by 
Chinese walls, and therefore may, at times, have different or contrary views on stocks and markets. This report is for the personal information of the authorised 
recipient and is not for public distribution. This should not be reproduced or redistributed to any other person or in any form. This report is for the general information 
for the clients of Nirmal Bang Equities Pvt. Ltd., a division of Nirmal Bang, and should not be construed as an offer or solicitation of an offer to buy/sell any securities.  
 

We have exercised due diligence in checking the correctness and authenticity of the information contained herein, so far as it relates to current and historical 
information, but do not guarantee its accuracy or completeness. The opinions expressed are our current opinions as of the date appearing in the material and may be 
subject to change from time to time without notice. 
 

Nirmal Bang or any persons connected with it do not accept any liability arising from the use of this document or the information contained therein. The recipients of 
this material should rely on their own judgment and take their own professional advice before acting on this information. Nirmal Bang or any of its connected persons 
including its directors or subsidiaries or associates or employees or agents shall not be in any way responsible for any loss or damage that may arise to any person/s 
from any inadvertent error in the information contained, views and opinions expressed in this publication. 
 

‘Access our reports on Bloomberg Type NBIE <GO>’ 
 

Team Details:  
      

    

Name  Email Id Direct Line 

    

Rahul Arora              CEO rahul.arora@nirmalbang.com - 

    

Dealing    

    

Ravi Jagtiani          Dealing Desk   ravi.jagtiani@nirmalbang.com +91 22 3926 8230, +91 22 6636 8833 

    

Pradeep Kasat         Dealing Desk   pradeep.kasat@nirmalbang.com +91 22 3926 8100/8101, +91 22 6636 8831 

    

Michael Pillai        Dealing Desk   michael.pillai@nirmalbang.com +91 22 3926 8102/8103, +91 22 6636 8830 

    

Umesh Bharadia Dealing Desk   umesh.bharadia@nirmalbang.com +91-22-39268226  
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