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Prudently Travelling Through The Growth Path  
Thomas Cook (India) or TCIL is an asset-light, high-FCF and RoIC business growing in mid-
teens on the back of constant product innovation and diversified revenue streams. We believe 
TCIL is a long-term compounding story and thus initiate coverage on it. At the current stock 
price, the market has ignored the legacy travel and forex business which continues to grow 
well. Secular growth in tourism backed by improving disposable income, stable economic 
growth and efficiency gains should increase revenues/EBIT by 15%/34% CAGR, respectively, 
over FY18-FY21E for travel, forex and vacation ownership business. Additionally, the 
company’s reasonable acquisition track record while maintaining a rock-solid balance sheet is 
a free option at this price. We expect the stock to continue its upward march and have 
assigned Buy rating to it with target price of Rs350, representing a 29% upside.  

Secular growth in tourism: India’s inbound/outbound/forex volume growth in 2017 has increased to 
16%/11%/17% vs. last ten-year CAGR of 7%/10%/15%, respectively. However, India’s share in the 
global tourism pie is still dismal at 1.2%/1.5%/1.9% for inbound/outbound/forex volume, respectively. 
This indicates vast headroom to grow. There are multiple ways to play the tourism growth theme 
including hotels and airlines. We prefer TCIL for its asset-light balance sheet, minimal working capital 
requirement, FCF generation, faster scalability, integrated operations and high management quality. 

Market leadership: TCIL is among the largest integrated travel and forex companies in India. Its 
current network covers 102 cities via nearly 290 own retail counters, 81 agents and 23 franchisee 
partners. Also, the strong online presence accounted for 26% of its packaged holiday sales during 
FY17. TCIL is also one of the largest forex dealers and handled Rs180bn worth of transactions 
cumulatively in retail and wholesale (B2B) markets during FY17. Acquisition of Sterling Holiday & 
Resorts (vacation ownership & resorts business) and Kuoni’s destination management services (DMS) 
business in 21 countries has further added to its might.  

Throwaway valuation: TCIL’s management is now consolidating past acquisitions which will improve 
margins and introduce new cross-selling opportunities. As per the recently announced spin-off 
ratio, TCIL’s shareholders will receive 0.189 share of Quess Corp for each share of TCIL. 
Taking a 20% holding company discount, this payout equals Rs177 per share or 65% of TCIL’s 
current stock price. Also, value of the legacy and the acquired businesses equals Rs173/share 
including net cash. Thus, investors are getting Rs350/share worth of growth businesses for 
Rs272/share, representing a 29% upside to the share price. Our valuation suggests a 12.8x 
EBIT multiple for the travel and forex business on our FY20E estimates. 

Margin expansion driving RoIC improvement: We believe the company is at its trough profitability 
currently. While the valuation reflects the recent decline in margins, it fails to incorporate future 
improvement, in our view. The company will continue to build profitability on revenue growth. Better 
realization from cost-cutting and higher absorption of fixed costs should drive EBIT margin (for travel, 
forex and vacation ownership business) improvement from 2.6% reported in 4QFY18 to 5.4% in 
FY21E. This will help pre-tax RoIC to grow from 21.9% to 29.0% in the same period.     

FCF generation to Increase substantially: TCIL’s legacy travel and forex business generates a lot 
of FCF which averaged 18% of net revenues in the past 10 years. In FY17 & FY18 the company 
operated at an average negative cash conversion cycle of -96 days as compared to rival Cox & King’s 
(CKL) 72 days. TCIL’s cash generation declined in the past couple of years as the acquired 
businesses were operating much below their optimal level. With major issues being ironed out and 
structural tailwinds underway, we expect a constant improvement in cash generation going forward. 
Our back-of-the-envelope calculations suggest that only the travel and forex business should be able 
to generate nearly Rs3,000mn FCF in FY21E. 
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Key Data  

Current Shares O/S (mn) 370.3 

Mkt Cap (Rsbn/US$bn)  100.6/1.5 

52 Wk H / L (Rs) 303/206 

Daily Vol. (3M NSE Avg.) 746,740 

 
Share holding (%) 4QFY18 3QFY18 2QFY18 

Promoter 67.0 67.6 67.6 

Public 33.0 32.4 32.4 

Others  - - - 

 
One-Year Indexed Stock Performance 
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Price Performance (%)   

 1 M 6 M 1 Yr 

Thomas Cook (India) (6.4) 14.5 30.7 

Nifty Index (0.4) 5.7 11.2 

Source: Bloomberg 

 

Y/E March: consolidated (Rsmn) FY17 FY18 FY19E FY20E FY21E 

Revenues 87,624 112,484 133,161 158,738 187,038 

EBITDA 3,378 3,712 6,192 8,096 9,632 

Adj. net profit (101) 1,426 3,191 4,345 5,376 

EPS (Rs) (0.28) 3.87 8.62 11.68 14.38 

EPS growth (%) NA NA 123 35 23 

EBITDA margin (%) 3.9 3.3 4.6 5.1 5.2 

P/E (x) NA 73.0 31.8 23.5 19.1 

FCF/gross sales (%) 2.0 3.2 2.6 3.5 4.2 

Net cash/equity (%) 8.5 29.0 41.3 56.6 72.8 

Pre-tax RoIC (%) 19.2 18.3 44.1 61.2 87.6 

RoE (%) NA 9.0 17.7 20.1 20.5 

Source: Company, Nirmal Bang Institutional Equities Research 

4th June 2018 
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Tourism growth remains on solid footing  

India – tourism (outbound) 

India’s outbound tourist departures have been growing consistently at 10% since 2008 to touch 22mn in 
2017. UNWTO estimates that India will send 50mn travellers across the globe by 2020, translating into a 
31% CAGR. India has emerged as the fast-growing outbound market in the world, beating China+Hong 
Kong’s growth rate of 7.8% and global average growth of 3.8%. However, India’s share is still 1.5% of the 
global outbound traveller market, which stands at 1.46bn travellers annually.  

 

Exhibit 1: Major outbound travellers (mn)  
Country  2001 2016 CAGR 

World 838 1,459 3.8% 

HK+China 73 227 7.8% 

Germany 82 91 0.7% 

US 59 73 1.4% 

UK 58 71 1.3% 

India 5 22 11.0% 

Source: World Bank, Nirmal Bang Institutional Equities Research 

 

There are multiple growth drivers for Indian outbound tourist market: 

 The mighty Indian middle-class is currently 300mn strong and comprises 32% of the country’s total 
population. Over the next decade, this segment will occupy 50% share in the population. The under-
travelled Indian middle class is a huge addressable market for TCIL, presenting a secular growth story.   

 Rising disposable income among families, stable currency, and a growing contingent of NRIs are 
additional tailwinds for the sector. 

 74mn Indians hold a valid passport, equating to only 5.5% of the total population. This is a small number 
as compared to the US where 40% of the population holds a passport. During 2017, India’s Ministry of 
External Affairs issued 11.5mn passports, registering 19% YoY growth.    

 

Exhibit 2: India's outbound/ tourist departures 
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Source: Ministry of Tourism, Nirmal Bang Institutional Equities Research 
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India – Tourism (inbound) 

Foreign tourist arrival (FTA) in India continues to be a secular growth story which has compounded at 7% 
CAGR since 2008. The recent trend, however, looks increasingly positive. During 2017, India welcomed 
10.2mn FTAs, registering a spectacular 16% YoY growth. This followed a 10% YoY growth in 2016. India 
continues to deliver much higher inbound tourism growth as compared to the global average of 4%, 
indicating market share gains. However, India still attracts only 1.2% of global FTAs while countries like 
Thailand and the UK attract 2.5% and 2.9%, respectively. Nevertheless, India’s share has constantly 
improved from 0.57% in 2007 and 0.37% in 2001. 

Asia Pacific currently gets 25% of global FTAs (including India’s 1.2%) while Africa and Middle East attract 
4.7% and 4.3%, indicating a huge headroom for multi-year higher FTA growth rate in India. Additionally, as a 
country it offers a vast selection of food, culture, religion, monuments, climate, wild-life, etc. which makes it a 
unique travel destination. The government’s focus on improving service quality, tourist facilities and general 
infrastructure along with a stable political regime is also helping tourist arrivals. Considering the factors given 
above and a faster ongoing recovery in global economies/employment, we expect India’s FTAs to post a 12-
13% CAGR over the next five years. If India can attract even 2% of the global FTAs, arrivals will 
increase to almost 25mn tourists per year or 145% growth vs. 10.2mn arrivals in 2017.   

There are multiple growth drivers for inbound tourist arrival: 

 India launched e-visa facility for tourists arriving in India in 2014. The fully online process continues to be 
one of the major catalysts for inbound tourism growth. The facility is available to citizens of 163 countries 
for entry into India through 25 airports spread across the country. During 2017, a total of 1.7mn or 17% 
of the total FTAs arrived on e-visa as compared to 12% FTAs using the e-visa service in 2016. 

 Building tourism infrastructure: travel circuits under Swadesh Darshan policy, launch of 24x7 tourist 
helpline (in 10 international languages), etc. 

 Rigorous marketing and promotion under ‘Incredible India’ slogan.     

 

Exhibit 3: India's foreign tourist arrivals  
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Source: Ministry of Tourism, Nirmal Bang Institutional Equities Research 
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India - Foreign currency earnings (FEE)  

India’s foreign currency earnings from tourists are relatively stronger and have averaged 15% CAGR since 
2008. Coming out of a comparatively lower growth period of 2013-16 (average growth of 13%), India’s FEE 
once again gained momentum, growing at 17% YoY in 2017 to touch Rs.1.8tr. India’s share in global tourism 
receipts stands at US$27.7bn or 1.9%. We believe this trend will continue on the back of improving global 
economy and growing both outbound & inbound tourist traffic.   

 

Exhibit 4: India forex earnings from tourists  
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Source: Ministry of Tourism, Nirmal Bang Institutional Equities Research 

 

Kuoni’s decline is TCIL’s opportunity 

Kuoni was bought by Sweden-based private equity firm EQT Partners (US$22bn AUM) in November 2016. 
The transaction value of US$1.3bn implied 10x EBITDA. TCIL bagged a part of this business as EQT has 
been breaking down Kuoni’s integrated business and selling parts to various players. During FY16, TCIL 
acquired Kuoni’s India inbound business (branded as SOTC and SITA) and two months later, in a separate 
deal, also acquired its destination management services (DMS) business, while Spain-based Hotelbeds 
Group acquired GTA-Travels. This acquisition gave TCIL instant access to multiple countries and an 
opportunity to realise synergy with its Indian outbound business.  

Now, instead of coordinating with various service providers, TCIL can complete booking for Indian outbound 
traveller via its own DMS in that country.  

EQT still owns Kuoni’s crown jewel (its cash cow business) VFS Global, which operates the world’s largest 
visa and passport facilitation service for various governments and diplomatic missions globally. It counts 58 
governments as its clients and has spread its network in 137 countries with 2,587 application centres. VFS 
Global was originally set up in Mumbai by Mr. Zubin Karkaria (under Kuoni’s ownership) but is now 
headquartered in Dubai. We believe VFS is a right target for TCIL, which now has global operations along 
with an internal visa facilitation business.   
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How is TCIL winning its game? 

With over 180 years of operating history in India, TCIL continues to be among the largest integrated travel 
and forex companies in the country. Its network covers 102 cities via 261 own retail counters, 81 agents and 
96 franchisee partners. Also, the strong online presence accounts for 26% of its packaged holiday sales. 
TCIL is also one of the largest forex dealers and handled Rs180bn worth of transactions cumulatively in 
retail and wholesale (B2B) markets during FY17. Acquisition of Sterling Holidays (vacation ownership & 
resorts business) and Kuoni’s inbound + DMS business in 21 countries has further added to its might.  

 

Integration of analytics & technology 

In the past few years, TCIL has taken multiple steps to upgrade its systems to compete head-on with latest 
fintech start-ups. Digitisation, analytics, artificial intelligence in customer acquisition and robotics for 
automation are a few steps in this direction. In late 2016, the company roped in Accenture for optimising 
costs, budgeting and recreating organisational structure for agility. It is also implementing a renewed CRM 
tool integrated with analytics for lowering the cost of customer acquisition. This ongoing sales acceleration 
programme is helping prioritising leads acquired from various sources and increases the conversion ratio. 
Timely investment in the back-end services is key to remaining relevant, in our view.  

 

Voyager roll-out 

In the latest addition to its capability, TCIL has rolled out a technology platform ‘Voyager’ which enables 
price comparison and booking for over 600,000 hotels, local monuments/attractions, local ground transport 
options along with almost all airline tickets globally. This platform is expected to reduce the whole tour 
planning and booking process of 35-36 hours to a mere 20 minutes. The company has already equipped its 
retail stores with tablets and applications that allow sales staff to take the customer through a virtual walk- 
through of the destinations and experiences that are on offer, check availability and book seamlessly. 

In the first phase, Voyager is available to the company’s call centre and own retail stores. This will be 
followed by travel agents, franchisees and eventually it will be rolled out directly for customers, 
democratising the whole tour-booking process.   

 

Product innovation helps organic growth  

Travel business 

TCIL continues to maintain its lead in the market and grow its travel business organically at 14%-15% p.a. 
The company is in the midst of implementing an omni-channel strategy which will ensure seamless customer 
interaction across various modes of communication. During discussion, management pointed out that the 
average age of its customers is declining and internet penetration is driving TCIL’s online sales. The omni-
channel strategy is helping the first-time customers seeking physical interaction and hand-holding. In the 
initial portray of success, online booking now contributes 26% to its overall packaged holiday sales. Below 
are the few examples of recent product innovation in the travel business. 

Holiday Savings Account - In November 2016, TCIL launched a product called ‘Holiday Savings Account’. 
In simple terms, it is tour booking for a future date, supplemented by a recurring deposit with a bank to save 
money for the holiday. The initial response for the product was overwhelming. During FY17, TCIL added 
7,132 deposit accounts for over 15,000 customers who booked to travel next year. The company has 
partnered with six banks including State Bank of India or SBI, ICICI Bank, Bank of Baroda, Kotak Mahindra 
Bank, etc. which have a wide reach in the country.  

Travel Quest – TCIL organises India’s largest travel and tourism related inter-school quiz programme. This 
strategy has helped the company to acquire new customers and execute study tours across the globe. The 
company has conducted more than 100 study tours to popular destinations like the US, Europe, Singapore, 
etc. The programme has been expanded to higher education institutions including management institutes, 
architecture colleges and engineering colleges. Some of the prominent customers in this segment include 
IIT-Delhi, IIM-Indore, Hiranandani School, Delhi Public School, and St. Joseph College of Commerce. 
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Gift cards – TCIL’s travel gift cards have grown extremely well from Rs10mn in revenues in FY16 to 
Rs.82.5mn in FY17. The product has witnessed traction from corporate customers, who see the platform as 
an effortless way to reward customers, dealers or employees.  

Innovative marketing campaigns –TCIL has been at the forefront in launching quirky marketing campaigns 
that appeal to the young generation. New concepts include ‘Do it yourself’ itineraries for experienced 
travellers, ‘Family Gateways’ with theme park tour, ‘Love Trails’ for honeymooners, and ‘Go Beyond’ with 
multiple personalised tours. Last year, a month-long drive called ‘Smart Saver’ or ‘Bachat Ke Baadshah’ 
helped the company to tap into the value-seeker tourist pool.  

 

Exhibit 5: TCIL - travel business  

(Rsmn) FY16 FY17 FY18 FY19E FY20E FY21E 

Revenues 21,784 39,210 50,787 57,780 66,572 76,111 

EBIT 726 1,258 1,357 2,060 2,490 2,990 

EBIT Margin (%) 3.3 3.2 2.7 3.6 3.7 3.9 

Source: Company, Nirmal Bang Institutional Equities Research 

 

Exhibit 6: TCIL's travel business break-up  

Inbound
17%

MICE
20%

DMS
27%

Outbound
36%

 
Source: Company, Nirmal Bang Institutional Equities Research 

 

Forex business 

TCIL is one of India’s largest foreign exchange dealers in both the wholesale and retail segments of the 
market, by virtue of its extensive network as well as sales, and one of the few non-banking institutions to 
have been granted an AD-II licence by the Reserve Bank of India or RBI. The company trades in both B2C 
and B2B markets with two-thirds of the volume being derived from the wholesale or B2B market. The 
remaining one-third volume is derived from the retail segment, of which, the direct currency exchange 
accounts for a major part. TCIL’s forex volume (gross value) declined marginally by 2% in FY17 because of 
Brexit and demonetisation. However, since then the volume continues to recover and we expect the 
revenues to grow at 8%-10% over the next couple of years. 

Borderless prepaid travel forex card – TCIL has been instrumental in introducing new and innovative 
products. Five years ago, TCIL became India’s first NBFC to issue a prepaid travel forex card in association 
with MasterCard and Access Prepaid Worldwide. Since then the business has more than doubled with over 
260,000 customers/card holders currently. Customers loaded an average of US$27mn monthly during FY17 
(vs. US$23mn in FY16). Card sales increased 13% in FY18 YoY.   
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One currency card – In December 2015, TCIL launched the ‘Thomas Cook One Currency Card’ – India’s 
first prepaid travel card with zero cross-currency conversion charges in collaboration with MasterCard 
Worldwide. Added benefits of the card include embedded chip and PIN security, locking of funds (to avoid 
cross-currency fluctuations), instant loading, emergency cash disbursement, encashment of the residual 
balance or use for future travel, free replacement card in case it is stolen or lost and 24×7 global emergency 
assistance available via toll-free access in over 80 countries, global access via 2.2mn ATMs and 35.2mn 
merchant establishments in over 275 countries. 

Online forex & call for forex services – TCIL provides forex services through its website. Value-added 
services include free home delivery, rate alert option, & blocking rate by paying 4% advance amount. The 
company also provides forex services via SMS or mobile forex stores. The ongoing Grand online forex sale, 
which will continue till June 30, 2018 has already achieved 26% YoY growth.  

 

Forex business has stabilised; all set to be back on the growth trajectory 

After one-offs like Goods and Services Tax or GST, demonetisation and yuan devaluation in the past few 
years, TCIL’s forex business has now stabilized and we expect it achieve 10% organic revenue CAGR 
between FY18-21E.    

TCIL is one of the largest foreign exchange dealers in India. The business benefits from internationally 
recognised ‘Thomas Cook’ brand and synergies with tours/travel business. This results in consumer loyalty 
and enables the company to charge a small 1%-2% premium over competitors.  

The segment has historically operated at 45%-50% EBIT margin as two-thirds of the total volume is derived 
from wholesale (B2B) channel. For FY18, EBIT margin stood at 26.5% as compared to 36.7% in FY17 
largely led by higher working capital cost. Demonetisation & GST disruption increased DSO in the wholesale 
segment to 15 days during 3QFY18 (vs.9 days YoY) which has declined to 13 days during 4QFY18. During 
our interaction, the management sounded confident of achieving 50% margin in the coming quarters. 
However, being conservative, we have accounted for 31.3%/40.4% margin in FY19E/20E. Reduced working 
capital cost, increasing share of higher-margin retail card business and turnaround of recently acquired Tata 
Capital’s forex business should aid margin improvement. Also, the company has been constantly improving 
its spread on the transaction value for the past six quarters which now stands at 1.32% (highest-ever). 

Further, the recent acquisition of Tata Capital’s forex and travel business (portfolio size of Rs20bn and 25 
points of sale) will be a further addition. At 1.3% average spread it will add Rs260mn or 13% revenue growth 
for TCIL. The business was loss-making when acquired and has now turned around (on cash basis) after 
cost and business process rationalisation, in just nine months after acquisition. Tata Capital got 60% of its 
business from flagship Tata Group companies, providing revenue visibility and stability while the remaining 
40% came from both B2B and B2C customers. TCIL plans to cross-sell its prepaid travel cards to Tata 
Capital’s customers which should further improve margins. Other products like multicurrency forex cards 
(borderless prepaid and one-currency cards), online/home-delivery of forex, rate blocking service and forex 
festivals continue to receive good traction in the fast-growing retail segment 

 

Exhibit 7: TCIL - forex business  

 (Rsmn) FY16 FY17 FY18 FY19E FY20E FY21E 

Revenues 2,748 2,813 2,652 2,907 3,210 3,528 

EBIT 821 1,031 703 910 1,296 1,439 

EBIT margin (%) 29.9 36.7 26.5 31.3 40.4 40.8 

Source: Company, Nirmal Bang Institutional Equities Research 
 

Disruption from online portals? 

Online travel portals like yatra.com, trivago.com and makemytrip.com largely operate by selling commodities 
like airline tickets or hotel bookings. TCIL, on the other hand, is an aggregator of such commodity services. It 
bundles them into experiences or value-added tour/travel packages. Further, TCIL is a vertically integrated 
business with a solid backward and forward support system. This results in better pricing power, service 
delivery, operational efficiency and profitability.  
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In the past two years, TCIL’s travel business has delivered 2.9% average EBIT margin on gross sales 
(including the cost of tours) as compared to heavy losses generated by the online portals mentioned above. 
While TCIL generates a huge amount of free cash flow, online portals have been surviving largely on PE 
(private equity) money. TCIL is currently receiving 17% of the total travel business online and the channel 
continues to show promise with 40%+ CAGR.  

Exhibit 8: Makemytrip (Rsmn)  

(Rsmn) FY15 FY16 FY17 

Total revenues 18,324 21,993 30,012 

EBITDA (403) (3,659) (7,086) 

EBIT (889) (4,374) (9,077) 

PAT (1,116) (5,793) (7,387) 

EBITDA margin (%) (2.2) (16.6) (23.6) 

EBIT margin (%) (4.9) (19.9) (30.2) 

PAT margin (6.1) (26.3) (24.6) 

FCF as % of sales (%) 2.7 (21.3) (26.2) 

RoCE (%) (11.3) (39.1) (12.4) 

RoE (%) (11.5) (75.4) (14.9) 

Total debt/equity (%) 0.3 263.5 5.3 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 9: Yatra.com (Rsmn)  

(Rsmn) FY15 FY16 FY17 

Total revenues 6,528 8,338 9,345 

EBITDA (777) (971) (1,588) 

EBIT (985) (1,205) (1,863) 

PAT (937) (1,219) (5,901) 

EBITDA margin (%) (11.9) (11.6) (17.0) 

EBIT margin (%) (15.1) (14.5) (19.9) 

PAT margin (%) (14.3) (14.6) (63.2) 

FCF as % of sales (%) (6.2) (5.9) (18.1) 

RoCE (%) -- (124.2) (281.4) 

RoE (%) -- (210.6) (330.9) 

Total debt/equity (%) 32.2 106.4 1.4 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 10: Pro-forma - consolidated (excl. Quess Corp) 

Income statement (Rsmn) FY17 FY18 FY19E FY20E FY21E 

Financial Services 2,813 2,652 2,907 3,210 3,528 

YoY 2.4 (5.7) 9.6 10.4 9.9 

Travel & Related Services 39,210 50,787 57,780 66,572 76,111 

YoY 80.0 29.5 13.8 15.2 14.3 

Vacation Ownership 2,491 2,722 3,391 4,221 5,112 

YoY 21.1 9.3 24.6 24.5 21.1 

Total Segment Revenue   44,514     56,161     64,078     74,003     84,751  

YoY 67.4 26.2 14.1 15.5 14.5 

EBIT 
     Financial Services 1,031 703 910 1,296 1,439 

YoY 26 (32) 29 43 11 

Travel & Related Services 1,258 1,357 2,060 2,490 2,990 

YoY 73 8 52 21 20 

Vacation Ownership (501) (182) 0 66 119 

YoY NA NA NA NA 282 

Total Segment EBIT     1,789       1,878       2,970       3,852       4,549  

YoY 23.5 5.0 58.1 29.7 18.1 

Source: Company, Nirmal Bang Institutional Equities Research 
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Exhibit 11: Travel, forex & Sterling’s blended pre-tax RoIC 
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Source: Company, Nirmal Bang Institutional Equities Research 
 

High margins, free cash flow generation, clean balance sheet, rising technology absorption and 
constant product innovation point towards long-term sustainability of TCIL’s business and places it 
in a sweet spot to grab any future opportunity while the online portals struggle to survive.   

Taking a long-term view of the evolving customer demands and technology, we believe there are enough 
areas of improvement and money-making opportunities in the sector. Online portals disrupted travel agents’ 
business by making ticketing a commodity which now can be accessed via a mobile phone. We believe the 
next disruption is ongoing in the tour planning business wherein a customer’s booking has to be 
coordinated with multiple service providers (airlines, hotels, cab/taxi drivers, local public transport, 
sightseeing ticketing, events, etc). TCIL’s Voyager is the step in the same direction.  

 

Exhibit 12: Travel, forex & Sterling’s blended EBIT margin  
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Source: Company, Nirmal Bang Institutional Equities Research 
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Restructuring & spin-off of Quess Corp to unlock shareholder value 

TCIL’s board has approved the spin-off of Quess Corp from TCIL. As per the announcement, TCIL 
shareholders will receive 1,889 shares of Quess Corp for every 10,000 shares held in TCIL. This equals 
0.189 share of Quess Corp (or Rs173/share after a 20% discount on Quess Corp’s current stock price of 
Rs1,173) for each share of TCIL. Effectively, it equals 64% of TCIL’s share price of Rs272. The transaction is 
awaiting regulatory approval after which Quess Corp’s controlling stake will be passed to Fairbridge Capital 
as its new promoter. Importantly, there shall be no tax implications of the deal and only Rs250mn-Rs300mn 
of stamp duty needs to be paid.  

TCIL is also transferring its small training institute and allied business to Quess Corp. Post completion of the 
restructuring, TCIL will become a pure-play operating company with four verticals viz.  

 Travel (outbound, domestic, business travel & MICE) 

 Foreign exchange  

 Destination management services 

 Portfolio investment: Sterling Holiday Resorts 

The management is also consolidating Travel Corporation of India’s (TCI) in-bound business with SOTC 
Travel. Residual outbound business of TCI + Tata Capital’s travel and forex business (recently acquired) will 
be merged with TCIL.   

We see this as a step in the right direction which will simplify TCIL’s structure by eliminating multiple entities. 
It will lead to reduction in administrative costs, and improve operational efficiency as well as transparency. 
The management has also reiterated its focus on digitisation in the finance function and reduction of 
operational costs. 

 

Move towards rebranding 

We see the current restructuring as a step towards building the SOTC brand in India. When Fairbridge 
Capital acquired TCIL, it also got ‘Thomas Cook’ branding rights which will expire in 2025. In our interactions 
with management, we got a sense that the company will have to develop at least one alternate brand for 
which the exercise should start in a couple of years. Our expectation is that the company may brand its 
inbound business as ‘SOTC’ while the remaining Indian business could be branded as ‘TC Travels’.     

 

Internal cash flows create scale and synergy  

Over the years, TCIL has meticulously used internally generated cash flows to expand its scale of operations 
and create multiple growth levers. It has built a formidable competitive position by acquiring various smaller 
peers/related businesses and is now gearing to enjoy potential synergies. Acquisition of Kuoni’s inbound 
business (branded under SOTC/SITA) is synergetic to Sterling Holidays & Resorts and TCI’s business. DMS 
business of Kuoni, which was acquired separately, helps outbound business by increasing its presence from 
4 to 21 countries. Larger scale of operations will help in favourable price and contract negotiations. We view 
this as a backward/forward integration for the company.   

Both these acquisitions have strong synergy with the forex business. Parent Fairbridge Capital’s prudent 
capital allocation and an inorganic growth strategy have been executed flawlessly under the leadership of 
TCIL’s CEO Mr. Madhavan Menon, & CFO Mr. Debasis Nandy.   

TCIL’s acquisitions since 2013: 

 Quess Corp (previously known as Ikya Human Capital) – TCIL acquired a 74% stake in the company in 
May 2013 for Rs2.6bn. Following multiple acquisitions of its own, Quess Corp now boasts a market 
capitalisation of Rs170bn.  

 Sterling Holiday & Resorts – The company was acquired in 2014 for Rs8.7bn. The acquisition created 
India’s biggest holiday company. Post refurbishment of all the resorts, Sterling Holidays & Resorts is 
now pushing ahead with its asset-light growth strategy to double the number of rooms in the next five 
years.   
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 Kuoni (DMS) – In November 2015, TCIL agreed to acquire Kuoni’s DMS business for Rs2.15bn. This 
made TCIL a multinational company overnight with a footprint across 21 countries including well-known 
brands like Desert Safari, Asian Trails, etc. At the time of acquisition, this business generated Rs14.3bn 
(US$220mn) revenues and Rs.2.6bn (US$40mn) in net profit.  

 SOTC Travel Services/Kuoni (India) – In December 2015, TCIL paid Rs3.2bn to acquire Kuoni’s Indian 
assets to scale its inbound business. For FY16, the company reported Rs2.1bn in revenues. 

 Luxe Asia (Sri Lanka) – Sri Lanka-based small DMS Company focused on in-bound business was 
bought for Rs 23.5mn in July 2015. 

 Tata Capital’s travel & forex business – This was acquired in November 2017. It will strengthen TCIL’s 
corporate travel and forex business by giving it access to flagship Tata enterprises.   

 

Negative cash cycle lowers capital requirement  

In stark contrast to its competitor CKL, TCIL gets paid much before it provides services to customers. This 
fact clearly displays TCIL’s competitive strength and better products, if not the pricing power. TCIL’s 
standalone cash conversion cycle (CCC) has averaged -96 days as compared to 72 days for CKL during 
FY17 and FY18. Getting paid before-hand creates a float which eventually helps enhancing shareholder 
returns by lowering working capital requirement. Gift cards, loyalty programme, traveller’s cheques and 
prepaid tours are the example of products that helps TCIL receive payment upfront. The management has 
been proactive in taking advantage of this float to expand and strengthen its position in working capital-heavy 
forex business.  

 

Exhibit 13: TCIL - Cash conversion cycle (consolidated)  

 
FY17 FY18 FY19E FY20E FY21E 

Receivable days 43 56 52 50 45 

Inventory days 0 0 0 0 0 

Payable days 140 151 152 150 145 

Cash conversion cycle (97) (95) (100) (100) (100) 

Source: Company, Nirmal Bang Institutional Equities Research 
 

Exhibit 14: Cox & Kings - Cash conversion cycle (consolidated)  

 
FY14 FY15 FY16 FY17 FY18 

Receivable days 161 165 63 82 116 

Inventory days 3 3 1 2 1 

Payable days 155 133 25 28 28 

Cash conversion cycle 9 35 39 55 89 

Source: Company, Nirmal Bang Institutional Equities Research 
 
GST disruption behind now 

GST implementation last year temporarily disrupted TCIL’s business. The segments affected were corporate 
travel, forex and MICE. Earlier, demonetisation had a negative effect on retail forex and travel business. 
Confusion over the tax rate, invoicing and general slowdown in demand led to decreased payment from 
corporate customers, which eventually increased working capital requirement for TCIL. During the 4QFY18 
analyst call, management asserted that business fundamentals continue to improve and should normalise in 
the coming quarters.   
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TCIL’s recent growth path versus Cox & Kings 

Apart from online travel portals, TCIL faces competition from traditional tour operators like CKL, Kesari Tours, 
etc. and forex dealers like Centrum, etc. Its vacation ownership subsidiary Sterling Holidays & Resorts 
competes with Mahindra Holidays & Resorts. In the past few years, TCIL has acquired multiple companies 
like Quess Corp, Kuoni (India), Kuoni (DMS), Luxe Asia, Tata Capital’s forex business, Sterling Holidays, etc. 
This strategy has not only well utilised the internal FCF generation, but also eliminated competition. The 
management has maintained financial prudence during its acquisition spree. As of March 2018, TCIL holds 
approximately Rs.7.7bn in net cash after it sold a partial stake in Quess Corp in the previous quarter. From 
our recent interactions with the management, we got a sense that the acquisition phase for TCIL is 
largely over and it is unlikely to make any big transformative acquisition (like Kuoni/SOTC) in the 
near term. The management expects to consolidate the acquired businesses over the next few quarters and 
focus on deriving synergies from these businesses.   

 

Exhibit 15: Cox & Kings (consolidated)     Exhibit 16: TCIL (Travel, forex and Sterling Holidays business) 

Income statement (Rsmn) FY16 FY17 FY18     Income statement (Rsmn) FY16 FY17 FY18 FY19E 

Travel & forex  55,421 52,919 43,441     Financial services 2,748 2,813 2,652 2,907 

Education 14,672 13,359 13,838     Travel & related services 21,784 39,210 50,787 57,780 

Hybrid hotels 4,679 5,257 6,807     Vacation ownership 2,056 2,491 2,722 3,391 

Gross revenues 74,771 71,535 64,086     Gross revenues (excl. Quess Corp) 26,589 44,514 56,161 64,078 

  
  

        
   

  

EBIT 6,732 7,756 7,892     EBIT (excl. Quess) 1,448 1,789 1,878 2,970 

EBIT margin (%) 9.0 10.8 12.3     EBIT margin (%) 5.4 4.0 3.3 4.6 

RoIC (%) 14.4 15.1 12.5     RoIC (excl. Quess) (%) 16.7 22.0 21.9 28.4 

Total debt/equity 1.67 1.41 0.91     Total debt/equity (Incl. Quess) 0.84 0.91 0.84 0.71 

Cash conversion cycle 39 60 89      Cash conversion cycle - (97) (95) (100) 

Source: Company, Nirmal Bang Institutional Equities Research 
 
CKL also offers similar services as TCIL. However, instead of vacation ownership, CKL owns hybrid 
hotels/hostels in Europe and also operate kids’ education trips business in the UK and Australia. The company 
has been under the debt reduction mode since 2014 which led to sale of assets and restructuring of 
operations. Debt trouble at CKL originally started in 2012 when it bought the UK-based Holidaybreak for 
Rs38bn (including 50% remaining stake in hybrid hotel business). This transaction immediately increased 
CKL’s scale of operations. It brought education tour brands PGL & NST and hybrid hotel brand ‘Meininger’ into 
its basket. But the increase in scale was financed largely by debt. This increased CKL’s total D/E ratio to 3.9x 
in FY12 (vs. 0.7x in FY11). Since then the company is struggling to pare debt by selling units of Holidaybreak 
in parts.   
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Sterling Holidays & Resorts: Sustainable recovery underway 

 

Refurbishment complete, ready to fire on all cylinders 

TCIL acquired Sterling Holidays for Rs8,700mn in 2014. This gave TCIL access to 1,512 rooms across a 
network of 19 resorts throughout India, plus it also got 250 acres of land across 15 sites for future expansion. 
Since then TCIL has spent Rs2,700mn in renovating all its properties, re-branding and is spending additional 
Rs1,000mn towards building new resorts. Today, Sterling Holidays & Resorts has 2,200-room inventory, all 
of which have been refurbished completely. Sterling Holidays & Resorts competes directly with Mahindra 
Holidays & Resorts, which is currently the market leader with 3,472 rooms.  

According to the survey conducted by Ministry of Tourism in 2016, 80% of the occupants of the 3-star rooms 
in India are domestic travellers as compared to 65% for 5-star and 55% for 5-star deluxe categories. In terms 
of average days of stay, 3-star guests book rooms for 3.2 days while 5-star and 5-star deluxe guests book for  
2 days. However, 3-star guests are least loyal with repeat bookings at only 23% as compared to 30%+ for 5- 
star categories and 50% for 2-star & 1-star categories. The data points clearly explain the management’s 
renewed strategy of focusing on the 3-star room category. On the one hand, it increases Sterling Holidays & 
Resorts’ addressable market to the largest pool of cost-conscious Indian travellers and on the other hand low 
loyalty offers immense scope for service quality improvement. Interestingly, MHR has been witnessing 
increasingly more sales in its cheapest ‘Blue’ product which further reinforces the strategy of targeting 
middle-class guests with a 3-star hotel stay.        

 

Exhibit 17: Sterling’s Revenue Breakup  
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33%
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subscription fee
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Source: Company, Nirmal Bang Institutional Equities Research 
 

The management has implemented a comprehensive turnaround strategy for Sterling Holidays & Resorts to 
regain its lost glory. Salient features include: 

 Expansion: Sterling Holidays & Resorts recently commissioned two new resorts after a gap of 15 years. 
Coming out of troubled history, room inventory has now increased to 2,200 (vs. 3,472 for Mahindra 
Holidays & Resorts) across 29 resorts. The company owns 17 resorts while the remaining are on lease. 
It plans to further expand to 4,500 rooms on an asset-light model over the next five years. While the 
management has been prudent in its capital allocation strategy and remains focused on operating 
performance, success in asset-light growth model remains to be seen.   

 Improving occupancy: The company reported 65% occupancy during 4QFY18 as compared to 63% in 
FY17, 57% in FY16 and 20% in 2011. We expect the occupancy to continue to improve as room 
refurbishment is now complete. Sterling Holidays needs about 70% occupancy to break even. 
Management has indicated that occupancy in the refurbished resorts is close to 80% (vs. 85% for 
Mahindra Holidays & Resorts) without much advertising. As construction of resorts is completed and full 
offering is on the table, occupancy should increase resulting in economies of scale benefits.    
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 Rising average room rent or ARR: The ARR improved by almost 35% for refurbished properties. 
Currently, Sterling Holidays & Resorts is able to command ARR of only Rs3,530/room night, which is 
much lower than comparable 3-star hotel room rents (which cost between Rs4,500 and Rs5,500). Given 
the scenic location of the resorts, favourable customer feedback and increased share from non-
members, we expect ARR of Rs3,700 during FY19 and Rs4,200 in FY20.  

 Renewed payment terms: Sterling Holidays & Resorts has increased down payment from the new 
incoming members to 40% (vs. 10% earlier) and reduced total payment term from 4 years to 1.5 to 2 
years now. While this move slowed the pace of new member addition, it increased the stickiness of the 
customer (low cancellations after bigger down payment). This improved cash collection, cash flow 
visibility, reduced debtors and increased average unit sale value (AUR) to Rs300,000 per member as 
compared to Rs2,52,000 earlier. We expect AUR to continue to improve and touch Rs320,000 in FY19. 
MHR operates at Rs350,000 AUR which has remained constant in the past few years. Sterling Holidays 
& Resorts’ cumulative membership strength currently stands at 85,000 vs. 2,36,000 for MHR.  

 New short-term products: The management has introduced a short-term (10-year) vacation ownership 
product which has a greater appeal to younger customers. Our internal feedback for a 7-10 year product 
with lower price points has been positive.  

 Inorganic growth: The management has also made an opportunistic acquisition of adventure resort 
owner Nature Trails for Rs110mn in 2016. Nature Trails operate five resorts (all 2-3 hour drive from 
Mumbai) on an aggregate 103 acres of land.  

 Non-member business: The management has successfully implemented its strategy to rent its resort 
rooms to non-members. However, the company strictly provides first preference to the membership 
holders. Proving to be an instant hit, the strategy helped the company to increase occupancy, promote 
membership/brand and reduce seasonality in cash flow. In fact, Sterling Holidays & Resorts has now 
become No. 1 holiday service provider on travel websites like makemytrip.com. The company derives 
50% of its revenues from non-members which is growing at 15%. Going forward, we expect the 
company to increase its non-member share to 55%. This strategy is in contrast to Mahindra Holidays & 
Resorts which strictly follows the vacation ownership model with focus on 5-Star hotel properties.   

 Increasing MICE business: During our discussion the management pointed out that it is increasingly 
targeting corporate customers for week-end seminars, conferences, etc. Resort refurbishment plan 
already include construction of conference rooms and other required infrastructure. TCIL can very well 
leverage its relationship with corporates in other verticals for this plan to succeed.  

Transformational change at Sterling Holidays & Resorts is steered by its MD Mr. Ramesh Ramanathan. He is 
a pioneer in the vacation ownership industry in India. Mr. Ramanathan first joined Sterling Holidays in early 
1990s as president but was soon moved to set up Mahindra Holidays & Resorts in 1996. He spent 14 years 
building the Club Mahindra brand before re-joining Sterling Holidays in 2011.  

We expect 23% revenue CAGR between FY18-FY21E buoyed by 16% CAGR in vacation ownership, 27% 
CAGR in F&B and 30% CAGR in room rental/other revenue. This should improve asset turnover ratio from 
0.31x in FY17 to 0.69x in FY21 while generating FCF equivalent to 5.8% of revenues. 

 

 

Exhibit 18: Sterling Holidays  

(Rsmn) FY16 FY17 FY18 FY19E FY20E FY21E 

Revenues 2,056 2,491 2,722 3,391 4,221 5,112 

EBIT (99) (501) (182) 0 66 119 

EBIT margin (%) (4.8) (20.1) (6.7) 0.0 1.6 2.3 

Source: Company, Nirmal Bang Institutional Equities Research 
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Exhibit 19: Strategy & Operation Comparison  

Mahindra Holidays & Resorts Sterling Holidays & Resorts 

Revenue model: 

 Vacation ownership fee (50%) 

 Annual subscription fee (20%) 

 Resort income incl. F&B income (20%) 

 Interest & other income (10%) 

Revenue model: 

 Vacation ownership fee (33%) 

 Annual subscription fee (14%) 

 Resort income (30%) 

 F&B income (23%) 

48:52 revenue from India:Europe (after acquisition of Holiday Club in 
FY16)   

100% revenues from India 

Pure-play vacation ownership model 50% of revenues derived from non-members 

Focus on the luxury segment – 5 tar resorts Focus on premium economy segment – 3 Star resorts 

Products: 

 Club Mahindra – Holiday for 7 days/year for 25 years. Level of 
membership is defined by season of access. Example – 
Highest-paying member has access any resort in any season 
(first come, first serve basis). 

 Fundays – Corporate product on point-based platform 

 Bliss – Targets senior citizens. 7days/year for 10 years. 

Products: 

 Vacation ownership – 7days/year for 25 years. Points based 
system to buy room nights in any season. 

 One-time leisure holidays/packages – Targeting non-members 

 MICE – Each resort has been refurbished to have a meeting 
room for targeting corporate events 

Depending upon the room size and season, selected membership fee 
costs between Rs. 0.29mn and Rs. 1.96mn. 

Additionally, an annual subscription fee is charged 

Depending upon number of points bought Rs. 0.2mn to Rs. 1.34mn 

Additionally, an annual subscription fee is charged. 

235,792 members 85,000 members 

Source: Company, Nirmal Bang Institutional Equities Research 
 

Exhibit 20: Sterling Holidays & Resorts 

Operating Metrics FY16 FY17 FY18 FY19E FY20E FY21E 

Cumulative membership 74,741 80,041 85,000 88,200 91,700 95,700 

Addition 6,233 5,300 4,959 3,200 3,500 4,000 

Average unit sales value (AUR) Rs. Lakhs 2.38 2.52 3.00 3.20 3.30 3.40 

      
  

No. of rooms       1,800        2,124       2,200       2,300        2,400        2,500  

Addition 500          324            76          100           100           100  

Occupancy (%) 57% 63% 65% 70% 80% 82% 

Avg. Room Rent/night (RS)       2,730        2,300       3,530       3,700        4,200        4,200  

RevPAR       1,556        1,451       2,277       2,590        3,360        3,444  

Source: Company, Nirmal Bang Institutional Equities Research 
Exhibit 21: Mahindra Holidays & Resorts (MHR)  

Operating metrics FY15 FY16 FY17 FY18 

Cumulative membership 183,431 199,617 218,138 235,792 

Addition 12,709 16,186 18,521 17,654 

Avg.unit sales value (AUR) (Rs. Lakhs) 3.60 3.30 3.40 3.50 

  
   

  

No. of rooms (standalone) 2,816 2,879 3,152 3,472 

Additions 409 63 273 320 

Occupancy (%) 82% 81% 85% 85% 

Avg. room rent/night (Rs.) 4,444 4,555 4,556 4,484 

Rev PAR 3,644 3,690 3,873 3,811 

Source: Company, Nirmal Bang Institutional Equities Research 
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Sterling’s Financials- consolidated 

Exhibit 22: Income statement 

Y/E March (Rsmn) FY17 FY18E FY19E FY20E FY21E 

Sale of vacation ownership         757          871        1,024        1,155        1,360  

Annual subscription fee         322          380          444          511          587  

F&B         423          600          774          991        1,239  

Room rentals + others         566          799        1,070        1,423        1,765  

Service charge           44            73            96          149          160  

Net sales       2,111        2,722        3,408        4,229        5,111  

% growth 9.9 28.9 25.2 24.1 20.9 

Cost of sales & service (276) (343) (385) (431) (516) 

Staff, general & admin. costs (2,175) (2,276) (2,587) (3,214) (3,874) 

Other expenditure (36) (49) (44) (58) (64) 

EBITDA (375) 54  392  526  657  

% growth 10.1 114.4 624.2 34.0 24.9 

EBITDA margin (%) (17.8) 2.0 11.5 12.4 12.9 

Depreciation (194) (253) (314) (395) (470) 

EBIT (569) (199) 79  130  187  

% growth 1 65 (140) NA 43 

EBIT margin (%) (27.0) (7.3) 2.3 3.1 3.7 

Interest cost (104) (107) (154) (174) (181) 

Interest/other recurring income 135  43  49  57  72  

Non-recurring & exceptional items 159 0 0 0 0 

Profit before tax (adj.) (539) (263) (26) 12  77  

% growth (43.0) 51.1 (90.1) (147.9) (519.0) 

Tax 0 86 8 (4) (25) 

Effective tax rate (%) 0.0 32.5 32.5 32.5 32.5 

Minority interest 0 0 0 0 0 

Net profit (adj.) (539) (178) (18) 8  52  

% growth 43.0 (67.0) (90.1) (147.9) 519.0 

Source: Company, Nirmal Bang Institutional Equities Research  

 

Exhibit 24: Balance sheet 

Y/E March (Rsmn): Consolidated FY17 FY18E FY19E FY20E FY21E 

Equity 291  291  291  291  291  

Reserves 1,668  1,491  1,473  1,481  1,534  

Net worth 1,959  1,781  1,763  1,772  1,824  

Accounts payables 228  288  322  358  426  

Other ST liabilities 730  730  730  730  730  

Short-term loans 325  325  325  325  325  

Total current liabilities 1,283  1,344  1,377  1,414  1,481  

Long-term loans 466  816  966  1,016  966  

Other LT liabilities 3,166  3,166  3,166  3,166  3,166  

Minority interest -    -    -    -    -    

Total Equity & Liabilities 6,874  7,107  7,273  7,367  7,437  

Gross block 4,236  4,604  4,863  4,994  5,137  

Depreciation (348) (601) (915) (1,310) (1,780) 

Net block 3,888  4,002  3,948  3,684  3,357  

Other LT assets + WIP 1,313  1,313  1,313  1,313  1,313  

Long-term investments 368  368  368  368  368  

Inventories 14  15  16  19  23  

Debtors 532  559  682  834  980  

Cash & ST Investments 567  657  755  958  1,205  

Other current assets 191  191  191  191  191  

Total current assets 1,305  1,423  1,643  2,002  2,399  

Net current assets 21  79  266  589  918  

Total assets 6,874  7,107  7,273  7,367  7,437  

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 23: Cash flow 

Y/E March (Rsmn): Consolidated FY17 FY18E FY19E FY20E FY21E 

PBT       (379)       (263)        (26)         12          77  

(Inc.)/dec. in working capital        187          32         (90)       (119)        (82) 

Depreciation        194         253         314         395         470  

Other non-cash adjustments       (179)         86            8           (4)        (25) 

Net cash from operations       (178)        108         206         284         440  

Disposal of fixed assets         69           -             -             -             -    

Capital expenditure (-)       (532)       (367)       (259)       (131)       (143) 

Net cash after capex (FCF)       (641)       (260)        (53)        153         297  

Other investing activities        647           -             -             -             -    

Cash from investing activities        184        (367)       (259)       (131)       (143) 

Inc./(dec.) in short-term borrowing          -             -             -             -             -    

Inc./(dec.) in long-term borrowing        (61)        350         150          50         (50) 

Inc./(dec.) in preference capital          -             -             -             -             -    

Dividends paid          -             -             -             -             -    

Equity issue/(buyback)          -             -             -             -             -    

Other financing activities        (79)          -             -             -             -    

Cash from financial activities       (141)        350         150          50         (50) 

Source: Company, Nirmal Bang Institutional Equities Research 

 

Exhibit 25: Key ratios 

Y/E March (Rsmn): Consolidated FY17 FY18E FY19E FY20E FY21E 

Profitability & return ratios      

EBITDA margin (%)  (17.8) 2.0  11.5  12.4  12.9  

EBIT margin (%)  (27.0) (7.3) 2.3  3.1  3.7  

Adj Net profit margin (%)  (25.5) (6.5) (0.5) 0.2  1.0  

RoE (%)  (25.2) (9.5) (1.0) 0.5  2.9  

RoCE (%)  (19.7) (7.0) 2.6  4.2  6.0  

Pre-tax RoIC (%) (21.9) (8.9) 3.4  5.8  9.2  

Working capital ratios      

Receivables (days)  89 75 73 72 70 

Inventory (days)  17.1 16.0 15.0 16.0 16.0 

Payables (days)  309 307 305 303 301 

Cash conversion cycle (203) (216) (217) (215) (215) 

Leverage and FCF ratios      

Net debt (cash) (Rsmn) 224 484 537 384 86 

Total debt/equity (%)  40 64 73 76 71 

FCF/Sales (%)  (30.4) (9.5) (1.6) 3.6  5.8  

Valuation ratios      

Asset turnover (x) 0.31 0.39 0.47 0.58 0.69 

Debtor/sales (%) 25 21 20 20 19 

Source: Company, Nirmal Bang Institutional Equities Research 
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TCIL - 4QFY18 Results Update  

TCIL reported a largely in-line set of results for the quarter which was distinguished by the major ongoing 
restructuring. 4QFY18 consolidated revenues of Rs.25.7bn increased 17.6% YoY and were slightly above 
single consensus estimate of Rs.25.6bn. The company posted one-time non-cash profit of Rs.58.3bn on 
partial stake sale in Quess Corp. TCIL now holds 49% stake in Quess Corp. and accounts this stake as an 
associate (equity method) in its books. At the end of the quarter, net cash on TCIL’s books stands at Rs8bn 
as the management utilised the proceeds to reduce debt.  

Travel  

4QFY18 revenues of the consolidated travel business increased more than 33% YoY to Rs10.8bn as the 
legacy business increased 16% and the company consolidated its recently acquired DMS business. Inbound 
business posted 17% YoY growth. EBIT for the business declined -12% YoY to Rs 201mn as a one-time Rs 
220mn write-off was recorded in DMS operations. This led EBIT margin to decline to 1.9% vs. 2.8% in the 
same period last year. Adjusting for this write-off, EBIT increased 85% with 3.9% margin.  

Going forward, the management sounds confident of 15% and 10% growth in outbound and inbound 
business, respectively. Personalised tour demand, growing sales network and visa on arrival are the primary 
growth drivers.  

DMS business continues to operate at around 14% gross margin, but reported a marginal net loss because 
of structural changes undertaken by the previous owner. During the analyst call, the management sounded 
confident of turning around the business this year as tour operating problems in the Middle East and Africa 
have been ironed out. DMS business has nearly Rs1bn of free cash which should increase substantially as 
the operations turn around.   

Forex 

4QFY18 revenues declined -10% YoY to Rs.651mn and EBIT fell -29% to Rs152mn because of an 
unfavourable base. Margins contracted to 23.3% vs. 29.6% in the same quarter last year but improved from 
15.7 QoQ. Two consecutive quarters starting 4QFY17 were unusually strong for the business because of 
pent-up demand followed by demonetisation. Retail segment reported 6% YoY volume growth led by 13% 
increase in borderless pre-paid card. GST & demonetisation increased DSO to 15 days (vs.9 days earlier) 
which has now declined to 13 days and is trending lower.      

Sterling Holidays & Resorts 

4QFY18 revenues increased 8%YoY to Rs655mn. The company reported Rs54mn EBITDA for the full year 
as compared to Rs130mn loss YoY. The business continues to post a healthy growth and is on track to 
achieve EBIT break-even this year. The company added 4,959 new members during the year and its 
cumulative membership now stands at 85,000. New member additionhas, however, slowed as the company  
moved to the 40% down payment option vs. 10% earlier. Nevertheless, average unit sales value improved to 
Rs300,000 vs.Rs2,50,000 last year. Improved occupancy rate and average room rent increased RevPAR by 
60% YoY to Rs2,277 in FY18. Non-member room night sale continues to register a 50% share. The 
company has achieved 4.5/5 rating for its 27 out of total 29 resorts on Tripadvisor.com, indicating positive 
customer feedback post refurbishment.   
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Exhibit 26: Segment Results 

Continuing Segments (Rsmn) 4QFY17 3QFY18 4QFY18 YoY (%) QoQ (%) FY17 FY18 YoY (%) 

Financial Services 725 615 651 (10) 6 2,813 2,652 (6) 

Travel & Related Services 8,133 12,950 10,808 33 (17) 39,210 50,787 30 

Vacation Ownership 604 702 655 8 (7) 2,491 2,722 9 

Total Segment Revenue 9,462 14,267 12,114 28 (15) 44,514 56,161 26 

         
EBIT 

        
Financial Services 215 97 152 (29) 57 1,031 703 (32) 

Margin (%) 29.6 15.7 23.3 (630bps) 760bps 36.7 26.5 - 

         
Travel & Related Services 228 342 201 (12) (41) 1,258 1,357 8 

Margin (%) 2.8 2.6 1.9 (94bps) (78bps) 3.2 2.7 (50bps) 

         
Vacation Ownership (227) 18 (34) (85) (295) (501) (182) (64) 

Margin (%) (37.6) 2.5 (5.2) - - (20.1) (6.7) - 

         
ROIC (pre-tax) (%) - - - - - 22.0 21.9 

 

Source: Company, Nirmal Bang Institutional Equities Research 

 

Exhibit 27: Consolidated Results 

Consolidated (Incl. Quess) (Rsmn) 4QFY17 3QFY18 4QFY18 YoY (%) QoQ (%) 

Financial Services              725               615               651               (10)                 6  

Travel & Related Services            8,133           12,950           10,808                33               (17) 

Vacation Ownership              604               702               655                  8                 (7) 

Quess Corp          12,412           15,787           13,612                10               (14) 

Net Sales          21,874           30,054           25,726                18               (14) 

Cost of sales & service           (7,478)         (10,994)           (9,404)               26               (14) 

Operating and other expenses           (2,257)           (3,065)           (3,607)               60                18  

Employee Cost         (11,464)         (14,794)         (12,659)               10               (14) 

EBITDA              676             1,202                 56               (92)              (95) 

EBITDA Margin (%) 3.1 4.0 0.2 (290bps) (380bps) 

Depreciation             (273)             (324)             (564) 107 74 

EBIT              403               878              (508) (226) (158) 

EBIT Margin (%) 1.8 2.9 (2.0) (380bps) (490bps) 

Net Interest Cost (394) (386) (372) (6) (4) 

Other Income & Exceptional 262 400 59,299 - - 

PBT 271 892 58,420 - - 

PBT Margin (%) 1.2 3.0 227.1 - - 

Tax Expense             (294)             (294)             (730) - - 

PAT (23) 598 57,689 - - 

PAT Margin (%) (0.1) 2.0 224.2 - - 

Source: Company, Nirmal Bang Institutional Equities Research 
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Valuation/stock price performance 

TCIL’s stock has outperformed broader indices over the past few months on the back of rising Quess Corp’s 
stock price, improving Sterling’s fundamentals and tailwinds in the travel/forex business. Value unlocking 
from partial stake sale in Quess Corp and the recent announcement of simplifying TCIL’s corporate structure 
by spinning off the remaining Quess Corp stake has also added to the overall positive sentiment.  

While the stock has already gained 31% in the past one year (vs. 11% gains in BSE Mid-cap Index and 16% 
in Nifty Service sector Index), it still remains much undervalued. We have valued the stock using SOTP 
methodology as different businesses have their individual growth levers even when they derive synergy from 
each other.  

We have valued the standalone legacy travel & forex business (excluding Kuoni/SOTC) using DCF method 
as it aptly captures the cash generation abilities of the business. The management has used this cash flow 
to grow inorganically. We have assumed 6.5% terminal growth and 12% WACC to arrive at Rs78.84/share 
value for the legacy business.  

Exhibit 28: TCIL-Standalone business  

DCF model (Rsmn) 2017 2018 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 

EBIT 239 160 242 329 437 599 723 854 1,012 1,193 1,421 1,666 1,977 2,286 

% growth 12.4 (32.8) 51.0 36.0 32.7 37.0 20.6 18.1 18.6 17.9 19.1 17.2 18.6 15.6 

                              

Tax @ (53.9) 1.3 32.0 32.0 32.0 32.0 32.0 32.0 32.0 32.0 32.0 32.0 32.0 32.0 

                              

NOPAT 367 158 165 224 297 407 491 581 688 811 967 1,133 1,344 1,554 

% growth 135 (57) 4 36 33 37 21 18 19 18 19 17 19 16 

                              

+ D&A 176 184 220 253 291 333 154 138 164 195 192 228 269 309 

- Capital expenditure (195) (114) (132) (152) (175) (200) (192) (184) (202) (227) (215) (237) (279) (321) 

- Change in net WC (504) 706 (36) 193 283 372 405 688 657 868 1,240 1,322 1,429 1,853 

Free cash flow to the firm (156) 935 216 518 697 913 858 1,223 1,307 1,647 2,184 2,445 2,763 3,395 

Source: Company, Nirmal Bang Institutional Equities Research 
 

Exhibit 29: Assumptions  

Beta (x)   0.77  

Equity risk premium   6.5% 

10-year treasury risk-free rate 8.0% 

Equity / total capital   82.7% 

Debt / total capital   17.3% 

Cost of equity   13.0% 

Cost of debt    10.5% 

Tax rate    32% 

After-tax cost of debt   7.1% 

WACC   12.0% 

Source: Company, Nirmal Bang Institutional Equities Research 
 

Exhibit 30: DCF Value (Rsmn) 

PV of free cash flow   7,948 

PV of terminal value   21,222 

  
Total equity value   29,170 

Shares outstanding   370  

DCF value (Rs)   78.84 

Source: Company, Nirmal Bang Institutional Equities Research 
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Exhibit 31: Sensitivity analysis  

 
Cost of capital 

Terminal Growth 10.0% 11.0% 12.0% 13.0% 14.0% 

6.0% 118.32 91.51 73.80 61.28 51.98 

6.3% 126.25 96.12 76.72 63.24 53.36 

6.5% 132.30 99.52 78.84 64.64 54.34 

6.8% 142.79 105.25 82.32 66.93 55.91 

7.0% 150.95 109.54 84.88 68.58 57.04 

Source: Company, Nirmal Bang Institutional Equities Research  

Mahindra Holidays & Resorts (MHRL) currently trades at 6.5x on FY18 book value which is 41% above its 
own five-year median of 4.6x. While Sterling Holidays & Resorts has already refurbished all its resorts and is 
expected to increase revenues at 23% CAGR (FY18-21E), it is still some distance away from earning a net 
profit. Thus, we have valued Sterling Holidays & Resorts at 4x FY17 reported BV of Rs1,959mn which is at a 
38% discount to MHRL’s current valuation. Coming out of the investment phase, Sterling Holidays & Resorts 
now has an inventory of 2,200 fully-refurbished rooms and plans to increase the count to 4,500 in the next 
five years. The management has indicated that the addition of new rooms will be largely through the 
management contract (revenue share) route which does not require much upfront capital expenditure.  

We have valued TCIL’s major subsidiaries and acquired businesses at 10x FY17 reported FCF.  

Exhibit 32: TCIL's major subsidiaries  

 
FCF 2017 10xFCF 

SOTC Travel (Kuoni India) 865 8,653 

Travel Corporation of India (TCI) 360 3,603 

Travel Circle (Kuoni China/HK DMS) 318 3,182 

TC Tours 379 3,793 

Total               1,923      19,231  

As on 31 March 2017 (Rsmn)     

Source: Company, Nirmal Bang Institutional Equities Research  

Lastly, we have assigned a 20% holding company discount to the reported spin-off ratio to value Quess 
Corp’s stake held by TCIL which equals Rs177 per share or 65% of TCIL’s current stock price. Post spin-off, 
TCIL’s stake in Quess Corp will be transferred to the parent Fairbridge Capital and other shareholders in the 
aforementioned ratio. Therefore, promoter stake in Quess Corp will decline from 71.7% to 54.9% which will 
increase the public float of Quess Corp shares. Foreseeing some pressure on the share price because of 
increased supply, we have factored in a 20% holding company discount.  

Adding the entire pieces together (legacy + Kuoni + Sterling Holidays & Resorts + Quess Corp stake) the 
value totals Rs350/share. Thus, it represents a 29% upside from the current share price of Rs271.60.  

 

Exhibit 33: Thomas Cook (India) – Sum Of The Parts Valuation  

TCIL – SOTP Rsmn Rs/share % of CMP 

Standalone legacy business @ DCF 29,170 78.83 29% 

Major travel related subsidiaries @ 10x FY2017 FCF 19,231 51.97 19% 

Total Travel & Forex Business 48,401 130.80 48% 

Sterling Holidays @ 4x FY2017 Book Value 7,835 21.17 8% 

Add: Net cash 7746 20.93 8% 

Equity Value (ex-Quess Corp) 63,982 172.91 64% 

  
  

  

Quess Corp @ Spin-off ratio and 20% discount to CMP 65,591 177.26 65% 

TCIL's shares o/s (mn) 370 
 

  

Total Equity Value (Target Price) 129,573 350.18 129% 

  
  

  

TCIL's share price (1st June, 2018) - 271.60 -  

Upside -  29% -  

Source: Company, Nirmal Bang Institutional Equities Research 
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If we back-calculate TCIL’s current share price, we can see that the market is assigning only Rs21.19/share 
value to TCIL’s standalone cash-cow business. This is equal to 6.4x average FCF generated by the 
business in the five years ended FY17. Fairbridge Capital or Prem Watsa acquired TCIL at 10x forward FCF 
multiple in 2012 and CKL trades at 13.3x its five-year average FCF. We believe that TCIL’s valuation should 
improve to its historical level as the acquired businesses report margin improvement.   

 

Exhibit 34: Back calculation of TCIL's share price 

Back calculation of TCIL's share price Price/share Ratio Value/TCIL's share 

Quess's stake @ 20% hold co. discount              1,173  0.1889 177.26 

Major travel related subsidiaries - 10x FY2017 FCF 51.97 

Sterling Holidays - 4x BV 21.17 

  
  

  

TCIL's shares o/s (mn) - 370 -  

Total Value (ex. Standalone business) - - 250.41 

TCIL's current share price - - 271.60 

Implied value of the standalone business                               21.19 

    

Implied valuation Rsmn Rs/share 
 

Implied value of the Standalone Business           7,841         21.19  - 

5Yr avg (2012-17) FCF of standalone business              1,224  -  - 

Implied FCF multiple on TCIL's standalone business 6.4 -  - 

Cox & King's 5Yr average FCF multiple 13.3 -  - 

Source: Company, Nirmal Bang Institutional Equities Research 
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Company history 

In 1977, the UK based Midland Bank acquired TCIL from its original parent Thomas Cook & Sons. The 
following year the bank diluted its holding via public issue and listed TCIL on the Bombay Stock Exchange. 
The parent later bought back stake in TCIL via its German unit, Thomas Cook AG.  

In 2005, Dubai Financial Group acquired a 60% stake in TCIL from its parent Thomas Cook AG for 
Rs.4,040mn or Rs46/share. The parent company wanted to sell non-core assets in order to focus on 
European markets. Dubai Financial Group increased its stake to 68% and while 10.5% was held by State 
Bank of India and Unit Trust of India, collectively. Dubai Financial also got to use the ‘Thomas Cook’ brand 
for seven years.  

In 2008, Thomas Cook UK re-acquired a 55% stake in TCIL for Rs107/share or Rs9,500mn from Dubai 
Financial Group. It further increased the stake to 75% for approximately Rs13,360mn in total. At that time, 
TCIL was India’s biggest tour operator with 180 outlets in 40 cities. 

Enters Prem Watsa 

In 2012, Hyderabad-born IITan and Canadian investor Mr. Prem Watsa acquired a controlling stake in TCIL 
through its Canada-listed firm Fairfax Holdings (Fairbridge Capital). It paid Rs8,170mn for a 77% stake, 
representing  11% premium to the last trading price. Post open offer, its holding in TCIL increased to 87% 
with a total outlay of Rs10,000mn. Promoter Thomas Cook UK primarily sold TCIL to stay afloat amid its own 
debt crisis. Fairbridge Capital also acquired the rights to use the ‘Thomas Cook’ brand name for 12.5 years 
(ending in 2024) for India and Mauritius. Mr.Madhavan Menon was TCIL’s CEO at that time. This was 
Fairfax Holdings’ first acquisition in India.  

Fairbridge Capital’s shareholding since then has seen been declining because of institutional placement, 
ESOPs and equity issuance for acquisitions. Currently, Fairbridge Capital holds a 67% stake in TCIL and we 
expect it to maintain a controlling stake in the companyinr the foreseeable future.  

Why did Prem Watsa acquire TCIL? 

In 2012, Mr Watsa wanted to initiate investments in India and TCIL fit the bill for being an investment vehicle. 
In the years leading to 2012, TCIL generated average FCF equivalent to 25% of its net revenues. It had not 
posted a loss for several years and commanded EBIT margin of more than 35% (i.e. pure-play travel & forex 
business). It also had a market-leading position in its businesses.  

Fairbridge Capital paid Rs 49 per share or Rs8,170mn for a 77% stake, valuing TCIL at 10x FY12 FCF. The 
idea behind acquiring TCIL was to build a diversified conglomerate using cash flow from the core travel and 
forex business. 

Leadership team profile 

Mr. Madhavan Menon, Chairman & MD - TCIL 

Mr. Memon joined TCIL in 2000 as executive director responsible for the foreign exchange business and 
stepped up to the position of managing director in January 2006 and as chairman & managing director in 
January 2016. Prior to joining TCIL he worked with Grindlays Bank, Citibank and Emirates Bank and in Birla 
Sun Life Asset Management Company. He completed his MBA from George Washington University and 
undergraduate degree from American University of Beirut. 

Mr. Mahesh Iyer, CEO – TCIL 

Mr. Iyer was appointed CEO in February 2017. Before this he was COO and oversaw forex business at 
TCIL. He has over 19 years experience and worked at Ratan Batra Pvt. Ltd. He received his undergraduate 
degree from Jamnalal Bajaj Institute of Management Studies, Mumbai and PG degree from IIM, Kolkata. 

Mr. Debasis Nandy, Group CFO - TCIL 

Mr Nandy joined TCIL in 2008 and rose to the rank of CFO in 2012. He worked with Piramal Healthcare 
before joining TCIL and has total work experience of over 30 years. He is a chartered accountant and 
received his undergraduate degree from St. Xavier's College (West Bengal). 
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Mr. Ajit Isaac, Chairman & MD – Quess Corp.  

Mr. Isaac built Quess Corp into India’s largest business services provider within a span of 10 years. After 
working for 10 years, he founded PeopleOne in 2000 which was later acquired by Adecco. He later invested 
in Ikya (now Quess Corp) in 2009 and took on the role of CEO & MD. Ikya was acquired by TCIL in 2013 
and was named Quess Corp. Under Mr. Isaac’s supervision, Quess Corp has acquired nearly 22 companies 
which helped the company to scale itself rapidly. He is a gold medalist in PG programme in HR and a British 
Chevening Scholar from Leeds University.   

Mt. Ramesh Ramanathan, MD – Sterling Holidays & Resorts 

Mr. Ramanathan is one of the pioneers in the holiday industry in India. Prior to joining the hospitality industry 
with Sterling Holidays & Resorts in early 1990s as president, he worked extensively in the paint, tyre, 
organised retail, and consumer durable industries. He soon left Sterling Holidays & Resorts to join Mahindra 
Holidays & Resorts in 1996 and spent 14 years in building Club Mahindra before re-joining Sterling Holidays 
^ Resorts in 2011. He is a rank holder in Economics from Madras University and MBA graduate from IIM, 
Kolkata.  

 

 

Exhibit 35: Top institutional shareholders of TCIL  

Name Holding (%) 

Fairbridge Capital 67.02% 

ICICI Prudential AMC 6.54% 

Aditya Birla Sun Life AMC 4.89% 

ICICI Prudential Life Insurance 2.05% 

Kotak Mahindra (International) 1.17% 

Norges Bank 0.85% 

Source:Company,Nirmal Bang Institutional Equities Research 
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TCIL’s consolidated financials (including Quess Corp.)  

Exhibit 36: Income statement 

Y/E March (Rsmn) FY17 FY18 FY19E FY20E FY21E 

Net sales 87,624 112,484 133,161 158,738 187,038 

% growth 43.8 28.4 18.4 19.2 17.8 

Cost of sales & service (33,957) (43,987) (51,001) (60,479) (71,261) 

Staff, general & admin. costs (41,443) (53,022) (62,253) (74,766) (87,721) 

Other expenditure (8,846) (11,763) (13,716) (15,398) (18,423) 

EBITDA 3,378  3,712  6,192  8,096  9,632  

% growth 83.2 9.9 66.8 30.7 19.0 

EBITDA margin (%) 3.9 3.3 4.6 5.1 5.2 

Depreciation (915) (1,367) (1,065) (1,429) (1,683) 

EBIT 2,464  2,345  5,127  6,667  7,949  

% growth 99.0 (4.8) 118.6 30.0 19.2 

EBIT margin (%) 2.8 2.1 3.8 4.2 4.3 

Interest cost (1,322) (1,490) (1,249) (1,249) (1,249) 

Interest/other recurring income (1,013) 309  (502) (370) (158) 

Non-recurring & exceptional items 535  58,255  -    -    -    

Profit before tax (adj) 1,451  2,654  4,625  6,297  7,791  

% growth 91.9 83.0 74.2 36.2 23.7 

Tax (1,125) 406  (971) (1,322) (1,636) 

Effective tax rate (%) 56.7 (0.7) 21.0 21.0 21.0 

Minority interest (427) (1,634) (462) (630) (779) 

Net profit (adj) (101) 1,426  3,191  4,345  5,376  

% growth (378) NA 124 36 24 

Diluted adj EPS (Rs) (0.28) 3.87  8.62  11.68  14.38  

% growth (366.7) NA 122.7 35.5 23.1 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 38: Balance sheet 

Y/E March (Rsmn) FY17 FY18E FY19E FY20E FY21E 

Equity 366 367 367 367 367 

Reserves 14,841 16,179 19,210 23,338 28,445 

Net worth 15,208 16,545 19,577 23,704 28,812 

Accounts payables 12,158 13,859 15,789 18,227 21,671 

Other ST liabilities 13,740 13,740 13,740 13,740 13,740 

Short-term loans 6,503 6,503 6,503 6,503 6,503 

Total current liabilities 32,401 34,101 36,032 38,469 41,914 

Long-term loans 7,376 7,376 7,376 7,376 7,376 

Other LT liabilities 5,945 5,945 5,945 5,945 5,945 

Minority interest 2,807 4,441 4,904 5,533 6,312 

Total equity & liabilities 63,738 68,409 73,834 81,028 90,359 

Gross block 10,433 11,558 12,756 14,026 15,335 

Depreciation -1,896 -3,263 -4,328 -5,757 -7,440 

Net block 8,537 8,295 8,428 8,269 7,895 

Other LT assets + WIP 5,225 5,225 5,225 5,225 5,225 

Long-term investments 2,978 2,978 2,978 2,978 2,978 

Inventories 75 90 105 124 146 

Debtors 9,388 10,786 12,769 14,787 16,910 

Cash & ST investments 15,176 18,677 21,971 27,287 34,846 

Other current assets 9,812 9,812 9,812 9,812 9,812 

Total current assets 34,451 39,365 44,656 52,010 61,715 

Net current assets 2,050 5,264 8,625 13,541 19,801 

Total assets 63,738 68,409 73,834 81,028 90,359 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 37: Cash flow 

Y/E March (Rsmn) FY17 FY18E FY19E FY20E FY21E 

PBT 1,915  2,654  4,625  6,297  7,791  

(Inc.)/dec. in working capital 175  287  (67) 400  1,299  

Depreciation 846  1,367  1,065  1,429  1,683  

Other non-cash adjustments (81) 406  (971) (1,322) (1,636) 

Net cash from operations 2,855  4,714  4,652  6,803  9,137  

Disposal of fixed assets 156  -    -    -    -    

Capital expenditure (-) (1,256) (1,125) (1,198) (1,270) (1,309) 

Net cash after capex (FCF) 1,754  3,589  3,453  5,533  7,828  

Other investing activities (1,564) -    -    -    -    

Cash from investing activities (2,664) (1,125) (1,198) (1,270) (1,309) 

Inc./(dec.) in short-term borrowing 1,812  -    -    -    -    

Inc./(dec.) in long-term borrowing 1,150  -    -    -    -    

Inc./(dec.) in preference capital      

Dividends paid (166) (88) (160) (217) (269) 

Equity issue/(buyback) 67  -    -    -    -    

Other financing activities (1,312) -    -    -    -    

Cash from financial activities 1,551  (88) (160) (217) (269) 

Source: Company, Nirmal Bang Institutional Equities Research 

 

Exhibit 39: Key ratios 

Y/E March (Rsmn) FY17 FY18E FY19E FY20E FY21E 

Profitability & return ratios      

EBITDA margin (%)  3.9 3.3 4.6 5.1 5.2 

EBIT margin (%)  2.8 2.1 3.8 4.2 4.3 

Adj Net profit margin (%)  (0.1) 1.3 2.4 2.7 2.9 

RoE (%)  (0.7) 9.0 17.7 20.1 20.5 

RoCE (%)  9.5 7.9 16.1 18.8 19.8 

Pre-tax RoIC (%) 19.2 18.3 44.1 61.2 87.6 

Working capital ratios      

Receivables (days)         37         35         35         34         33  

Inventory (days)           1           1           1           1           1  

Payables (days)        123        115        113        110        111  

Cash conversion cycle       (86)       (79)       (77)       (75)       (77) 

Leverage and FCF ratios      

Net Debt (cash) (Rsmn) (1,297) (4,798) (8,092) (13,408) (20,967) 

Net Debt (cash)/Equity (%)  (8.5) (29.0) (41.3) (56.6) (72.8) 

Total debt/Equity (%)  0.91 0.84 0.71 0.59 0.48 

FCF Yield (%)  2.1 3.6 3.4 5.4 7.6 

FCF/Sales (%)  2.0 3.2 2.6 3.5 4.2 

Valuation ratios      

EV/sales (x)  0.99 0.92 0.75 0.63 0.54 

EV/EBITDA (x)  25.6 28.0 16.2 12.4 10.4 

P/E (x)  NA 73.0 31.8 23.5 19.1 

P/BV (x)  5.58 6.29 5.19 4.31 3.56 

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 for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is not 
soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from 
engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and particular needs of the 
reader.  

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or redistributed to 
any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though disseminated to 
all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as customers by virtue of their receiving 
this report. This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such 
distribution, publication, availability or use would be contrary to law, regulation or which would subject NBEPL & its group companies to registration or licensing 
requirements within such jurisdictions. 

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate, 
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any of its 
affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in 
this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this 
report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should 
rely on their own investigations.  

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications and 
alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its clients, and 
would be happy to provide information in response to specific client queries.  

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the advice is 
appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of securities 
can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks inherent in international 
investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment. Opinions 
expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept any liability whatsoever for any direct, 
indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it may be noted that neither 
NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including 
lost revenue or lost profit that may arise from or in connection with the use of the information contained in this report.  

Copyright of this document vests exclusively with NBEPL.  

Our reports are also available on our website www.nirmalbang.com   

Access all our reports on Bloomberg, Thomson Reuters and Factset. 
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