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Price performance

(%) 1m 3m 6m 12m

Absolute 14.0 77.2 113.1 234.3

Relative 8.0 58.2 65.4 127.7

to Sensex

Price chart

Shareholding pattern

Key points

� An integrated player in global travel & tourism market: Cox & Kings Ltd (CKL) is an

integrated player with a strong presence in both the global leisure travel segment

(with a 30% market share in the outbound tourism segment) and the education tourism

segment in Europe (it’s the market leader in the UK). Its domestic leisure and

international education businesses are growing at 15% each and have OPM of about

50% and 40% respectively. It recently forayed into the Australian education tourism

segment by acquiring a centre with a capacity of 350 beds in Melbourne and plans to

introduce the same model in India in another two to three years. In the leisure tourism

space it aims to improve its penetration in India and the other key geographies.

� To reduce debt by Rs1,500 crore by FY2016 which would significantly lower interest

cost: The key overhang for CKL is net debt of Rs4,000 crore on the consolidated books.

However, the company plans to reduce the debt by about Rs1,500 crore over the next

two years by raising about Rs900 crore by hiving off the non-focused camping business

and improving the cash flows. The exercise will both reduce the stress on the balance

sheet and substantially lower the interest cost which will fuel the bottom line growth.

� Revenues and earnings to grow in double digits: Adjusting for the camping business,

CKL is well poised to clock a double-digit revenue growth over the next two to three

years, driven by an improvement in the international leisure business, and a steady

growth of 15% each in the domestic leisure segment and the education tourism segment.

The consolidated OPM is expected to sustain at ~40% in the near term. But an

improvement in the revenue mix because of an increased contribution from the high-

margin businesses, such as domestic leisure and education businesses, would boost the

OPM in the long run. With a steady operating performance and reduction in the interest

cost CKL is well poised to achieve a PAT growth of over 20% over the next three years.

� Recommend Buy with price target of Rs395: An exit from the low-margin camping

business and focus on strengthening the balance sheet bode well for CKL from the

long-term perspective. The company aims to become one of the largest leisure travel

players globally and is also keen to expand its education tourism business in the other

geographies. This would result in a stable double-digit earnings growth and generate

better cash flows in the near to medium term. This makes CKL one of the better

players in the tourism space. Hence, we recommend a Buy on the stock with a price

target of Rs 395 (valuing the stock at 9x FY2016E EV/EBIDTA).

� Key risk: CKL’s leisure tourism business is susceptible to economic vagaries and currency

risk (any significant appreciation in the rupee against the key international currencies

from the current level would result in forex losses in FY2015).

Valuations (consolidated)

Particulars FY2013 FY2014 FY2015E FY2016E# FY2017E

Net revenues (Rs cr) 1,808.7 2,307.6 2,596.7 2,539.6 2,890.2

OPM (%) 39.9 38.6 40.6 38.5 38.9

Adjusted PAT (Rs cr) 284.3 266.0 407.0 368.6 466.6

EPS (Rs) 20.8 19.5 29.8 27.0 34.2

P/E (x) 21.6 15.3 10.0 11.0 8.7

EV/EBIDTA (x) 11.1 10.5 7.8 7.9 6.5

Debt:equity (x) 3.5 3.2 2.1 1.6 1.2

RoE (%) 15.0 21.5 25.4 19.3 20.7

 # FY2016 financials will not be comparable YoY due to exit from non-core (low-margin) camping business
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Company background

Incorporated in 1939, CKL is one of the oldest and most

recognised brands in the travel & tourism industry in India.

It has operations in 26 countries around the globe with

presence in the leisure holidays and education tourism

segment through multiple brands. Prior to FY2012, CKL was

predominantly in the leisure travel business with close to

50% of its consolidated revenues coming from India and

the balance coming from destinations such as Australia,

Japan, the USA, New Zealand and the UK. The company

was continuously scouting for strategic acquisitions to

improve its growth prospects. In the middle of FY2012 CKL

acquired Holidaybreak (HBR) in the UK to de-risk its business

model and to venture into niche segments such as education

tourism in the global markets. HBR includes iconic brands

like PGL, NST, Eurocamp and Keycamp, which cater to

segments such as education, camping, adventure and

leisure travel. Further, Meininger, CKL’s European hotel

chain, which caters to value-seeking travellers such as

students, youth travellers and the others, is an exciting

business with a high growth trajectory.

Offerings • Outbound holidays—both cultural and soft adventure

• Inbound travel (destination management)

• Domestic travel

• Packaged short-breaks for UK market, hotels and

bungalow reservations for Dutch market

• Meetings, incentives, conferences and exhibitions

(MICE) and trade fairs

• Residential outdoor trips

for UK primary schools

• Educational tours around

the world for UK

secondary schools

• City-centre hotels across

16 locations in Europe

CKL’s key business areas

Domestic

• Retail clients for outbound and domestic businesses

• Corporate travel, forex and MICE businesses, inbound

(ground handling)

International

• Outbound holidays from the UK, Australia, New

Zealand, Japan, the USA and the UAE

• Inbound to Europe, Dubai and Singapore

• Superbreak/Bookit caters to UK and Dutch customers

for domestic holidays

• PGL and NST cater to UK

school students

• Meininger caters to

school groups, families,

individual travellers

from Europe and the USA

• Hotels located across 5

countries

Markets

Portfolio sample

Leisure travel Education

Source: Company
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Investment arguments

� New government sees strong potential in domestic

tourism and hospitality space: The newly inducted

National Democratic Alliance (NDA) government at the

centre sees a lot of potential in the domestic travel

and hospitality sector and expects it to be one of the

key foreign exchange generators in the coming years.

In its manifesto the Bharatiya Janata Party stated that

the tourism sector needs a clear growth strategy and

that the government is committed to initiating a

mission mode project to create 50 tourist circuits that

are affordable and built around themes like: (a)

archaeological and heritage; (b) cultural and spiritual;

(c) Himalayan; (d) desert; (e) coastal; and (f) medical

(ayurveda and modern medicine) among others. The

government’s thrust on improving the growth prospects

of the tourism industry in India would lead to better

infrastructure, hygiene and safety measures in the key

tourist destinations which will encourage foreign

tourists to explore more tourist destinations in India.

� Indian business performing exceedingly well: CKL has

strong brand equity and is acclaimed for its premium

products and services for both the outbound and the

inbound segment in the Indian market. However, the

outbound business is its focus area. The company’s success

in branding products has helped it to differentiate its

products and services from those offered by its

competitors. The emergence of aspirational workforce

and their rising desire to enjoy holidays abroad, the

increasing trend of business/educational tours abroad, a

shift from the unorganised to an organised travel and

tourism market and the availability of value-for-money

products have aided CKL to achieve a strong operating

performance with revenues and operating profit growing

at a compounded annual growth rate (CAGR) of about

25% each over FY2010-14.
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traveling and domestic corporate traveling. The fiscal can

be considered a one-off year, as the future looks bright for

the Indian travel & tourism segment with a new government

at the centre which sees huge potential in the domestic

travel & tourism segment. Also, a better macro environment,

more people entering into the middle-class bracket and a

structural shift from the regional tour operators to the large

brand tour operators will result in good prospects for CKL’s

domestic travel business in the long run.

Domestic leisure travel largely unorganised; but shift

to organised players happening

CKL
4%

Unorganised
87%

Other 
Organised

9%

CKL’s market share in leisure travel market in 2012

Source: Company

CKL
8%

Other 
Organised

12%

Unorganised
80%

CKL’s market share expected to inch up in FY2016

Source: Company
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The financial year 2014 was weak for the domestic leisure

business due to weak consumer sentiment in the backdrop

of inflationary pressure, which had an impact on outbound
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� Enhanced distribution network and improving

Internet penetration augur well for domestic

business: CKL’s franchisee network (over 150

franchisees) has reached more than 100 cities

(including the tier-1 cities where the upgradation of

the middle class is happening at a fast pace) by tapping

the pent-up demand for high quality holiday experience

across international and domestic destinations at

competitive prices. The franchisee operations account

for 50% of the total retail business and is performing

well. CKL is planning to add 10-15 franchisees every

year to improve its reach in the domestic market. It

also has an in-house call centre network with

knowledgeable and trained staff which assists

customers in their enquiries and converts these

enquiries into sales. For the international markets it

has direct sales into schools (through PGL and NST

brands) and student tour operators (through the

Meininger business).
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� International leisure operations—to grow in double

digits: The international leisure operations of CKL

include travel & tourism services offered in countries

like the UK (the operations in the UK account for more

than 40% of the overall international business’

revenues), the USA, Australia, Dubai and Japan. With

an improving macro environment in the UK and the

USA, the company expects an improvement in the

business performance in these two geographies as well.

Dubai and Australia are expected to perform well with

a revenue growth in low teens to mid teens in the

near term. The international leisure travel business

has OPM of less than 35%.

� Acquisition of HBR improved business fundamentals:

CKL acquired HBR through its UK-based subsidiary,

Prometheon, in an all-cash transaction of EUR312

million in FY2012. The acquisition of HBR has brought

along deep synergies in the form of an expanded

market reach, cross-selling opportunities and a more

resilient business model (the business is no more

seasonal with the company posting a good operating

Also, the online platform is one of the key growth

drivers for travel service providers, both internationally

and in India (it is catching up locally with players like

makemytrip.com and yatra.com). CKL’s web-enabled

dynamic packaging system offers a complete

customised travel solution to its users for purchasing

any item right from an airline ticket, visa and hotel

accommodation to a complete tour package.
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performance in all the four quarters). The acquisition

also brings in a unique mix of fast growing and

defensive business segments like leisure and education.

HBR's well-established brands will help CKL to position

itself favorably in the fast growing markets like India

and Australia. Besides, HBR's leisure product portfolio

would further consolidate CKL's position as an

integrated player in the global leisure tourism market.

HBR's acquisition shall not only provide considerable

cost advantage but also lead to strong and stable

profitability due to an improved revenue mix after the

consolidation.

� Dominant education player in the UK; segment could

be key growth driver in long run: CKL is the dominant

player in the UK’s educational tourism market (USD720

million). It has strong brands like PGL (a 60% market

share in the UK’s private school space), NST (a 30%

market share in the UK’s secondary school market),

both of which cater to the UK school market, and

Meininger, which provides accommodation to school

groups, families and individual travellers from Europe

and the USA through a chain of hotels across Europe.

The UK education business (including PGL and NST) is

well poised to achieve a steady revenue growth of 15-

17% per annum with an operating profit margin (OPM)

of more than 40%. The key growth drivers would be an

increase in the capacity utilisation in the existing

centres, introduction of new programmes for schools

and expansion of the bed capacity. On the other hand,

Meininger will achieve a strong revenue growth of

around 20%, largely on account of new capacity

addition in different markets and improvement in

capacity utilisation in the existing hotels.

� PGL—flagship brand in education travel business:

The brand PGL is the market leader in the UK

providing residential outdoor trips to over 5,000

primary schools. It has 23 centres with 8,900 beds

across Europe (16 in the UK, 6 in France and 1 in

Spain). These trips are arranged during the school

terms typically from March to October (trip duration

= 3-5 days), as trip activities are based on the

curriculum and personality development. In off-

season these products are offered to various

customer segments (including scouts, international

school groups and youth groups). These trips are

the key demand driver for PGL as these are

considered essential by the government and

teachers of different schools in Europe and are

treated as part of the curriculum. In its UK business

CKL plans to add 300-400 beds per annum.

Further, CKL has recently expanded footprints of

PGL in Australia by acquiring a centre in Melbourne

spread over 200 acres (with a capacity of 350 beds).

The company believes the concept will work well

in Australia and the business can be scaled up due

to the similarities between the Australian education

system and the UK education system.

� NST—caters to secondary schools in the UK: NST

is another school travel & tour brand that caters to

secondary schools in the UK (students between the

age group of 11 years and 16 years). Educational

tours including broad-based activities like drama,

music and foreign language lectures are conducted

across Europe.

� Meininger—a chain of hotels catering to various

groups across Europe: Meininger is a brand running

a chain of profitable hotels for CKL, catering largely

to student tour groups (including those under NST)

and young urban travellers across some of the key

touring destinations in Europe. It has 16 operational

properties (7,340 beds), nine in Germany, and four in

Austria, London, Amsterdam and Brussels each. It has

room capacity utilisation of 90% (bed capacity

utilisation of about 70%).  One of the key drivers of

the business is the strong acceptance that the brand

has found among youth groups due to its cost-effective

model. This will help the brand to expand in the other

geographies as well. CKL is planning to add 600-800

beds under the Meininger brand every year.
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� Revenues and profitability to grow in strong double

digits: With leisure tourism and education to be the

key focus areas of the company going ahead, we expect

CKL to post a double-digit revenue and profitability

growth in the coming years. The education tourism

(including Meininger, which contributes around 45% to

the consolidated revenues) is expected to grow at a

Source: Company
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Valuations (consolidated)

Particulars FY2013 FY2014 FY2015E FY2016E FY2017E

Net revenues (Rs cr) 1,808.7 2,307.6 2,596.7 2,539.6 2,890.2

Operating profit (Rs cr) 722.5 890.1 1,055.3 978.9 1,124.9

OPM (%) 39.9 38.6 40.6 38.5 38.9

Adjusted PAT (Rs cr) 284.3 266.0 407.0 368.6 466.6

EPS (Rs) 20.8 19.5 29.8 27.0 34.2

P/E (x) 21.6 15.3 10.0 11.0 8.7

EV/EBIDTA (x) 11.1 10.5 7.8 7.9 6.5

Debt:equity (x) 3.5 3.2 2.1 1.6 1.2

RoE (%) 15.0 21.5 25.4 19.3 20.7

RoCE (%) 10.0 10.3 12.0 11.1 12.9

# FY2016 financials will not be comparable on Y-o-Y basis due to exit from non-core (low-margin) camping business

CAGR of 15% over FY2014-17 on the back of its leadership

positioning in the UK market and because the business

is quite resilient to the current economic environment.

Besides, new capacity addition along with growing

footprints in the other international geographies will

help the company to achieve a sustainable doubled-

digit growth in the medium to long term.

On the other hand, retail leisure travel (especially

outbound tourism) is gaining good traction in the Indian

market. In view of this we expect CKL’s overall

revenues to grow at a CAGR of over 15% over FY2014-

17. With the Indian leisure and education travel (which

together contribute above 50% of CKL’s revenues)

growing well, the OPM at the consolidated level is

expected to remain close to 40% in the coming years.

Thus, we expect the company to maintain the strong

operating performance in the coming years.

� Focus on improving balance sheet: CKL has net debt

of close to Rs4,000 crore on its consolidated books.

The company is planning to repay close to Rs1,500

crore of debt over the next two years by improving its

cash flows (which are likely to improve on the back of

an overall improvement in the business fundamentals)

and raising funds to the tune of Rs900 crore by hiving

off the camping business. This will not only bring down

the debt/equity ratio to 1.2x in FY2017 from the

current level of about 2.0x but also substantially reduce

the interest cost over the next two years. With an

improvement in the profitability, the return ratios of

the company are also expected to improve to high

teens over the next two years.

Key concerns

� Competition from other players: CKL is operating in

a highly competitive market, where it is witnessing

stiff competition from the organised and unorganised

players. These competitors have adopted several

strategies to increase their market share through

advertising, pricing, new services and product

launches, and increasing distribution reach among

others. Any increase in competitive activity might

affect the hefty OPM of the company.

� Currency and event based risks: CKL’s business model

is susceptible to economic vagaries, fluctuation in

currencies and to events such as terrorist attacks and

the outbreak of serious epidemics (such as swine flu

or ebola). Thus, such events might have an adverse

impact on the business prospects and revenues of CKL.

However, the geographical spread of CKL would help

in countering and minimising the impact of such risks

on the earnings in the coming years.

Outlook and valuation

An exit from the low-margin camping business and focus

on strengthening the balance sheet bode well for CKL from

the long-term perspective. The company aims to become

one of the largest leisure travel players globally and is

also keen to expand its education tourism business in the

other geographies.  This would result in a stable double-

digit earnings growth and generate better cash flows in

the near to medium term. This makes CKL one of the

better players in the tourism space. Hence, we

recommend a Buy on the stock with a price target of Rs395

(valuing the stock at 9x FY2016E enterprise value [EV]/

earnings before interest, depreciation, tax and

amortisation [EBIDTA]). At the current market price the

stock is trading at 11x FY2016E earnings per share (EPS)

of Rs10.7 and 7.9x FY2016E EV/EBIDTA. The valuations

are at a discount to some of the nearest domestic as well

as international peers.
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Peer comparison

P/E (x) EV/EBIDTA (x) RoE (%)

Companies FY15E FY16E FY15E FY16E FY15E FY16E

Cox & Kings (India) 10.0 11.0 7.8 7.9 25.4 19.3

Thomas Cook (India)* 39.5 28.7 12.6 9.1 8.7 9.6

Hana Tours (South Korea)* 22.8 19.7 15.6 13.2 18.6 19.2

Thomas Cook Plc (Europe)* 12.4 8.0 5.3 4.5 24.9 33.9

Corporate Travel Management (Australia)# 25.6 22.0 15.9 13.6 19.4 20.8

*financial year end is December 2014;   # financial year end is June 2014 Sources: Sharekhan Research, Bloomberg

Profit & Loss account Rs cr

Particulars FY13 FY14 FY15E FY16E FY17E

Revenues 1,808.7 2,307.6 2,596.7 2,539.6 2,890.2

Total expenditure 1,086.3 1,417.4 1,541.4 1,560.7 1,765.3

Operating Profit 722.5 890.1 1055.3 978.9 1124.9

Other income 54.4 43.1 58.5 50.5 51.7

Interest cost 370.5 323.6 264.4 222.4 196.1

Depreciation 147.4 171.1 160.0 184.5 196.5

PBT 259.0 438.5 689.4 622.6 784.0

Tax 70.6 106.6 193.0 174.3 219.5

Adjusted PAT (before 188.4 331.9 496.4 448.3 564.5

minority interest and

share of profit from

associates)

Adjusted PAT (after MI 284.3 266.0 407.0 368.6 466.6

and SA)

Exceptional item -35.9 117.1 0.0 0.0 0.0

Reported PAT 248.5 383.2 407.0 368.6 466.6

Balance Sheet Rs cr

Particulars FY13 FY14 FY15E FY16E FY17E

Equity capital 68.3 68.3 68.3 68.3 68.3

Res. & surplus 1257.7 1686.7 2077.7 2430.4 2881.0

Net worth 1326.0 1754.9 2146.0 2498.6 2949.2

Minority Interest 542.2 820.5 909.9 999.5 1112.4

Def Tax liabilities 74.6 70.0 70.0 70.0 70.0

Total loans 4676.3 5585.8 4485.8 3985.8 3485.8

Capital employed 6619.0 8231.2 7611.6 7554.0 7617.4

Net block 1961.6 2512.2 2002.2 2017.8 2021.3

Capital WIP 143.4 100.0 50.0 50.0 50.0

Goodwill 2733.3 4053.2 3753.2 3753.2 3753.2

Investments 466.4 60.2 60.2 60.2 60.2

Current assets

Inventories 18.6 19.9 22.4 21.9 24.9

Sundry debtors 905.4 1135.6 1277.8 1249.8 1422.3

Cash and bank balance 1275.9 1378.7 1546.0 1534.2 1523.6

Loans and advances 843.8 1219.3 1280.3 1344.3 1411.5

Other current assets 3.3 1.7 1.8 2.0 2.2

CL & provisions

sundry creditors 470.0 542.8 590.2 597.6 676.0

other current liabilities 1215.0 1617.9 1698.8 1783.8 1873.0

provisions 47.8 88.8 93.3 97.9 102.8

Net current assets 1314.3 1505.6 1746.0 1672.8 1732.8

Capital eeployed 6619.0 8231.2 7611.6 7554.0 7617.4

Financials (consolidated)

Cash flow statement Rs cr

Particulars FY13 FY14 FY15E FY16E FY17E

Cash flow before 335.7 503.0 656.4 632.8 760.9

working capital

Changes in -168.1 -88.5 -73.1 61.4 -70.5

working capital

Cash flow from 167.7 414.5 583.3 694.1 690.4

operating activities

Cash flow from 501.5 1280.3 -1116.0 -506.0 -501.0

financing activities

Cash flow from -446.6 -1592.0 700.0 -200.0 -200.0

investing activities

Changes in cash and 222.6 102.8 167.3 -11.9 -10.6

cash equivalent

Opening cash balance 1053.3 1275.9 1378.7 1546.0 1534.2

Closing cash balance 1275.9 1378.7 1546.0 1534.2 1523.6

Key ratios

Particulars FY13 FY14 FY15E FY16E FY17E

OPM (%) 39.9 38.6 40.6 38.5 38.9

NPM (%) 15.7 11.5 15.7 14.5 16.1

Adjusted EPS (Rs) 20.8 19.5 29.8 27.0 34.2

P/E (x) 21.6 15.3 10.0 11.0 8.7

Price / Book Value (BV) 3.1 2.3 1.9 1.6 1.4

Debt/Equity (x) 3.5 3.2 2.1 1.6 1.2

EV / EBIDTA (x) 11.1 10.5 7.8 7.9 6.5

EV / Sales (x) 4.4 4.1 3.2 3.1 2.5

Market Cap / Sales (x) 2.2 1.8 1.6 1.6 1.4

RoE (%) 15.0 21.5 25.4 19.3 20.7

RoCE (%) 10.0 10.3 12.0 11.1 12.9
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Disclaimer

This document has been prepared by Sharekhan Ltd.(SHAREKHAN) This Document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed to and may contain confidential and/or
privileged material and is not for any type of circulation. Any review, retransmission, or any other use is prohibited. Kindly note that this document does not constitute an offer or solicitation for the purchase or sale of any financial
instrument or as an official confirmation of any transaction.

Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. SHAREKHAN will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavour to update the information herein on reasonable basis, SHAREKHAN, its subsidiaries and associated
companies, their directors and employees (“SHAREKHAN and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other reasons that may prevent SHAREKHAN and
affiliates from doing so. We do not represent that information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared for assistance only and is not intended to be and must not alone
betaken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent
evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an investment. The investment
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