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HDFC Scrip Code THOCOO    

BSE Code 500413 

NSE Code THOMASCOOK   

Bloomberg TC IN 

CMP as on 12 May 
17 

217 

Equity Capital (Rs 
Cr) 

36.68 

Face Value (Rs) 1 

Equity O/S (Cr) 36.68 

Market Cap (Rs Cr) 7,884 

Book Value (Rs) 32.26 

Avg. 52 Week 
Volumes 

288987 

52 Week High  238 

52 Week Low 166 

  

Shareholding Pattern (%) 

Promoters 67.7 

Institutions 20.6 

Non Institutions 11.7 

 

PCG Risk Rating* Yellow 
* Refer Rating explanation  
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Thomas Cook (India) Ltd (TCIL) is the leading integrated travel and travel related financial services company 

in the country offering a broad spectrum of services that include Foreign Exchange, Corporate Travel, MICE 

(Meetings, Incentives, Conferences, Events), Leisure Travel, Insurance, Visa & Passport services and E-

Business. The company set up its first office in India in 1881. 

 

We recommend Thomas Cook a BUY at CMP of Rs. 217 and add on decline of Rs.195. We have 

valued Thomas Cook (India) on Sum-Of-The-Parts (SOTP) basis to arrive the target price of Rs. 

Rs.249 and Rs. 290. 
 

INVESTMENT RATIONALE: 
 

Indian tourism business is still at nascent stage and has tremendous opportunity to grow in future because of 

the Indian demographics and rising economy.  

 

According to World Travel & Tourism Council’s report, Domestic travel revenues are expected to reach $ 96 

bn in 2016 and are anticipated to further increase to US $ 203.3 bn by 2026. Revenues earned from foreign 

visitors are expected to reach US $ 20.1 bn in 2016 and are projected to further increase to US $ 40.11 bn by 

2026. The recent Government has understand the huge potential lying ahead in this sector and so they have 

taken major campaigns for promoting it like Incredible India!, Athiti Devo Bhava, Clean India etc. 

 

We expect Quess to post strong revenues and Robust PAT cagr led by robust growth momentum from all the 

business segments over FY16-19E. We believe high margin acquisitions and operating leverage would lead to 

continuous margin improvement from each of these segments. Strong revenue growth and superior margin 

mix would lead to stellar PAT cagr over the same period. This would in turn drive revenues and profitability 

for Thomas Cook as well. Thomas Cook holds 63% stake in Quess Corp. 

 

Sterling Holidays has doubled its operating income but no operating profitability has achieved yet. The Group 

has undertaken an extensive restructuring exercise, including a series of initiatives across business lines and 

subsidiaries. These long term measures are key components of the Group’s plan to focus on sustainable long 

term growth. 

 

Company has recently done partnership with Airbnb and OYO Rooms. With this partnership, the Company will 
now be able to offer specially crafted experiences in its customised holiday packages. 

mailto:nishabenshankhala@hdfcsec.com
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The company has focused on performance centric marketing in the last few years with an effort to bring in 

efficiencies and reduce of cost of acquisition across all B2C businesses and it has resulted in additional usage 

of digital medium to acquire customers at a lower cost per lead. 
 
View & Valuation: 

  
We have valued Thomas Cook (India) on Sum-Of-The-Parts (SOTP) basis to arrive the target price 

of Rs. Rs.249 and Rs. 290. We recommend Thomas Cook a BUY at CMP of Rs. 217 and add on 

decline of Rs.195. 

 

Division 

Valuation 

Methodology EBITDA 

Multiple 

(x) 

Holdco 

discount 

(%) 

FY2019 

Valuation 

(Rs) 

Financial Services EV/Ebitda 125 17 - 2250 

Travel and Related Services EV/Ebitda 150 17 - 2700 

Human Resources EV/Ebitda 265 22 20 4876 

Vacation Ownership & Resorts 

Business 

Invested 

capital 1000 1 - 1000 

Equity Valuation 

    

11196 

Target 

    

290 

 

We believe Thomas Cook has robust growth prospects on the basis of our arguments like: 1) India’s suitable 

Demographics, 2) Governments initiative for the sector, 3) rapid growth in Quess Corp.,4) restructuring 

exercise in vacation ownership segment 5) Digitalization of business strategy. 

 
Real Estate Properties: Thomas Cook owns a number of valuable real estate assets like number of 

branch offices and corporate office. In addition Sterling Holidays owns several resorts and also has an unused 

land bank also. This will provide additional cushion to valuations. Our target price does not includes value 

from these assets. 

Risk & Concerns: 
 

 Pressure on Thomas Cook’s market share, if competition from online travel operators or unorganized 

low-cost travel agents increases sharply. 

 

 Any slow-down in economy will lead to lower consumer spending in travel & tourism.   

 

 Poor infrastructure and Lack of proper maintenance of the tourist touch points are also hampering 

tourist business. 
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BUSINESS BACKGROUND: 

 

Thomas Cook (India) Ltd (TCIL) is the leading integrated travel and travel related financial services company 

in the country offering a broad spectrum of services that include Foreign Exchange, Corporate Travel, MICE 

(Meetings, Incentives, Conferences, Events), Leisure Travel, Insurance, Visa & Passport services and E-

Business. The company set up its first office in India in 1881. 

TCIL’s footprint (exclusive of its subsidiaries) currently extends to over 232 locations (including 23 airport 

counters) in 92 cities across India, Mauritius & Sri Lanka and is supported by a strong partner network of 116 

Gold Circle Partners and 112 Preferred Sales Agents in over 130 cities across India. 

 

Thomas Cook India Ltd is promoted by Fairfax Financial Holding Ltd. Through its wholly-owned subsidiary, 

Fairbrigde Capital (Mauritius) Ltd. Fairfax through Thomas Cook India owns 69.55% of the Quess Corp and 

100% of Sterling Holiday Resorts. 

 

Quess Corp Ltd: Quess Corp Ltd. is one of India’s leading integrated business services providers operating 

in 4 broad segment: a) Global Technology Solutions, b) People and Services, c) Integrated Facility 

management and d) Industrial Assets Management. Headquarter in Bengaluru it has pan India presence with 

43 offices across 24 cities as well as operations in north America, the Middle East and South Asia.  

   

Sterling Holiday Resorts Ltd: Sterling Holiday Resorts Ltd, a pioneer in vacation ownership and Leisure 

Hospitality Company in India, was incorporated in 1986 with the vision of deleveraging great history 

experiment to Indian Families. Currently, it has a total inventory of 1767 rooms spread across a network of 

24 resorts in 21 scenic holiday destinations in India.  

 

Forex: The Company 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 (RBI). 

Insurance Business: The Company offers both overseas as well as domestic travel insurance. It also 

conducts regular training programs and deeper interactions with all the other lines of businesses like Leisure 

Travel, Foreign Exchange, MICE, Corporate Travel, Visa, etc. to offer the products to their specific set of 

customers. This has helped in improving the penetration of insurance in every business, garnering higher 

share of customer wallet and building customer loyalty. 

 

SOTC Travel Services: SOTC Travel Services Pvt Ltd (Formerly "Kuoni Travel (India) Pvt. Ltd.") is a step-

down subsidiary of Fairfax Financial Holdings Group; held through two companies, its Indian listed subsidiary, 

TCIL and TCIL's subsidiary Travel Corporation (India) Ltd. SOTC is leading travel and tourism company active 

across various travel segments including Leisure Travel, Incentive Travel, Business Travel, Destination 

management Services and Distribution Visa Marketing Services. 
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INVESTMENT RATIONALE: 

Huge Potential in Indian Tourism Industry  
 

Indian tourism business is still at nascent stage and has tremendous opportunity to grow in future because of 

the Indian demographics and rising economy. 

66% of the population in India is below 35 years, with the median age of 27 years driving consumption. 

Younger consumers have high spending power and are open to experiment with newer places and forms of 

entertainment.  

With rising income, the share of discretionary spending will also be seen increasing from 59% in 2010 to 

67% by 2020. Spending on education, recreation and leisure activities is also expected to rise significantly. 

Leisure and Education spending is projected to quadruple from US $ 71 bn in 2010 to US $ 296 bn in 2020 – 

a CAGR of 42.9%. Level of urbanization is expected to increase from 27.8% in 2001 to 40% by 2030. 

According to World Travel & Tourism Council’s report, Domestic travel revenues are expected to reach $ 96 

bn in 2016 and are anticipated to further increase to $ 203.3 bn by 2026. Revenues earned from foreign 

visitors are expected to reach $ 20.1 bn in 2016 and are projected to further increase to $ 40.11 bn by 2026. 

 

Special Government Initiatives 
 

Many steps has been taken over the years for the growth of India tourism industry. The recent Government 

has also understand the huge potential lying ahead in this sector and so they have taken major campaigns 

for promoting it like: 
 

 The launch of several branding and marketing initiatives by the Government of India such as Branding 

Incredible India! and Athiti Devo Bhava provides a focused impetus to growth. 

 

 Ministry of Tourism organized the first ever Incredible India Tourism Investors Summit in September 

2016, to bring together state governments and global & domestic investors, for funding investment 

ready projects in the country. 

 

 Indian government has also released a fresh category of visa – the medical visa or M visa, to 

encourage medical tourism in India. Indian medical tourism is expected to reach USD 8 bn by 2020. 

 

 Government’s collective spending on tourism and hospitality sector, in 2016, stood at around USD 2.2 

bn and by 2025F, the government’s collective spending is expected to increase to USD7.0 bn. 

 

Sanitation and hygiene have been identified as key concerns facing Inbound Tourism, and so the Ministry of 

Tourism, Government of India has hence initiated campaigns like “Campaign Clean India” to integrate the 

concept of cleanliness with the underlying theme of making the tourists feel at home. 
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Quess Corp Key Growth Driver 
 

Quess Corp (formerly IKYA Human Capital Solutions) is one of India’s leading integrated providers of 

business services. Quess is focused on emerging as the preferred business function outsourcing partner for 

enterprise customers across a wide range of industries. Quess’ service and product offerings are currently 

grouped under 4 operating segments: Global Technology Solutions, People and Services, Integrated Facility 

Management (IFM), and Industrial Asset Management (IAM). 

 

Quess has acquired several companies in the past 5 years. Company continues to explore inorganic growth 

opportunities for its all the segments.  In Nov 2016, Quess acquired Facility Management business of Manipal 

Integrated services which will help strengthen the market leading position of Quess in the integrated facility 

management space in India. Quess has initially invested Rs. 220cr by subscribing to CCPS of MIS for securing 

an interest in the Facility Management and Catering Businesses, development of the same and facilitating the 

demerger of the same businesses. 

MIS runs the facility management, food services and hostels business of the Manipal Education and Medical 

Group ("MEMG"), in addition to servicing marquee third party clients. MIS (along with its subsidiaries) serves 

more than 120 clients with presence in Healthcare, Education and BFSI sectors. With a headcount of 

~17,000 associates, the facility management and catering businesses are expected to close FY17 with 

estimated revenue of Rs 440cr.  

 In Oct 2016, Quess had announced three acquisitions in the different segments: 

Quess had acquired Comtel Solutions in Singapore. Comtel is one of the largest independent staffing 

companies with services offered across the various verticals in Singapore, Malaysia and Indonesia. Initially, 

Quess acquired 64% stake and the balance will be acquired in the phased manner. The deal was all on cash 

consideration of Rs 134cr for 64% stake. By this, Quess has made entry into IT staffing solutions business in 

Singapore, strengthening Quess’ IT staffing offerings in Malaysia. 

Quess had entered into an agreement to acquire 45% stake in Simpliance Technologies. Simpliance is a 

Bengaluru based compliance technology firm. Quess paid Rs 2.5cr as fresh equity for 45% stake. Company is 

expected to post Rs 22cr revenues with 70% EBITDA margin for FY19. 

Quess had entered into an agreement to acquire 49% stake in Terrier Security services for cash 

consideration of Rs 72cr. It has big presence in Karnataka (73% revenues). It has a pan India footprint with 

presence across 14 states and 60 cities. Company has marquee names in IT and Engineering segment. It had 

deployed 16000 guards as on Aug 2016.  
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We expect Quess to post strong revenues and Robust PAT cagr led by robust growth momentum from all the 

business segments over FY16-19E. We believe high margin acquisitions and operating leverage would lead to 

continuous margin improvement from each of these segments. Strong revenue growth and superior margin 

mix would lead to stellar PAT cagr over the same period. This would in turn drive revenues and profitability 

for Thomas Cook as well. Thomas Cook holds 63% stake in Quess Corp. 
 

VACATION OWNERSHIP BUSINESS GEARING UP 

The company has acquired Sterling Holidays in 2015. In FY15 it has shown no growth at all but in FY16 the 

Operating Income has doubled however, no operating profitability has achieved yet. It has expanded the 

number of operational rooms from 1254 to 1914 and also increased room occupancy to 57% during the year. 

The Sterling Holidays has additional surplus unused land which can be used in future. 

 

The Group has undertaken an extensive restructuring exercise, including a series of initiatives across 

business lines and subsidiaries. These long term measures are key components of the Group’s plan to focus 

on sustainable long term growth. 

 

PARTNERSHIPS & ALLIANCES 

Airbnb: Recent trends have indicated that more and more consumers are opting for customised travel 

where they are seeking for local experiences over and above the tourist attractions while travelling abroad. 

This was also the trigger for one of the biggest partnerships that your Company entered into this year with 

Airbnb. Airbnb, as a platform, offers ‘bed & breakfast’ to private islands, apartments as well as castles with 

over 2 mn properties in 192 countries and 34,000 cities. With this partnership, the Company will now be able 

to offer specially crafted experiences in its customised holiday packages. 

OYO Rooms: With clear customer demand for elements like complimentary breakfast, Wi-Fi and AC rooms, 

Thomas Cook India’s partnership with OYO Rooms aims at addressing this untapped market and with 3 fold 

benefits wide range of standardised stay options, optimal locations (both business and leisure areas) and 

maximised savings. This partnership has received a great response within the limited time since its launch. 

 

Product Innovation  

The Company has been has been continuously trying to innovate its products offering to attract more and 

more customers. For this company has done some innovations like: 

 Holiday Savings Account: Under this scheme Company has allowed customers to break the cost of the 

holiday into 12 instalments. This was launched last year and has been very well received. 

 Travel Quest: Company has completed the 2nd season of India’s largest interschool Travel Quiz, 

Travel Quest, in which it reached out to 1800 schools and 7 Lakhs students across 16 cities. Many 
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esteemed educational institutions of the country have transformed into clients. Since its launch, 28 

large study tour groups have been conducted for these institutions. 

 Gift Cards: Gift cards which were introduced as an alternative to traditional gifting methods has also 

done exceedingly well. 

All these innovation will help company improve its cash flow and profitability going forward. Also this will help 

it in gaining higher market share. 

 

Going Online: A NextGen Move 
 
The company has focused on performance centric marketing in the last few years with an effort to bring in 

efficiencies and reduce of cost of acquisition across all B2C businesses and it has resulted in additional usage 

of digital medium to acquire customers at a lower cost per lead and increase in the contribution of regional 

communication medium for effective reach at a minimal cost. 

 

For this company has launch app for Foreign Exchange and they have a portal (www.thomascook.in) through 

which they give customer one stop solution for their travel & related services. These online services are very 

well received and helped company in reducing 10-15% of customer acquisition costs across businesses. 
 

 

Financials of Thomas Cook for 9M FY17 

The Company has posted excellent 54% top line growth and 188% bottom line growth in 9M FY17 compared 

to 9M FY16. Operating profit also increased 82% YoY strongly on the back of SOTC revenue addition and 

splendid performance by Quess. Standalone business has more than doubled its revenue while Quess has 

posted 25%YoY revenue. 

Financial services contributes 3.2% in revenue while 47.6% and 46.3% successively contributed by travel & 

travel related services and Quess Corp. 2.8% revenue comes from vacation ownership business. 

Going forward we expect Thomas cook (India) to post 41% CAGR growth in Revenue and 30% CAGR growth 

in Operating profit between FY16 to FY19. While the Net Profit is estimated to reach at level of Rs.207 Cr in 

FY19 from the Loss of Rs. 11 Cr  in FY16.  

 

 

 

 

http://www.thomascook.in/
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FY16 Revenue Split (%) 

 

Source: Company, HDFC sec Research  

 

FY19E Revenue Split (%) 

 
Source: Company, HDFC sec Research  

 

Geographic Contribution (%) 

 

Source: Company, HDFC sec Research  

 

EBITDA and PAT to witness robust growth momentum 

 

Source: Company, HDFC sec Research  
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Income Statement (Consolidated) 

(Rs Cr) FY15^ FY16 FY17E FY18E FY19E 

Net Revenue 3244 4237 8471 10163 12005 

Other Income 42.0 46.9 74.6 71.0 76.7 

Total Income 3286 4284 8545 10234 12082 

Growth (%) 153.6 30.3 97.8 20.0 18.1 

Operating Expenses 3002.7 3994.5 8124.5 9701.9 11440.8 

EBITDA 283.6 289.0 420.8 532.1 641.4 

Growth (%) 84.8 1.9 19.8 33.2 22.5 

EBITDA Margin (%) 8.7 6.8 4.1 4.5 4.7 

Depreciation 41.4 64.3 90.6 117.7 138.9 

EBIT 242 225 330 414 502 

Interest  71.2 96.5 132.5 141.4 135.7 

      Exceptional Items 0.0 -93.9 0.0 -10.0 -21.0 

PBT 171 34 198 263 346 

Tax 58.7 45.1 98.9 105.2 138.3 

RPAT 112 -11 99 158 207 

Growth (%) 63.5 PL LP 59.6 31.5 

EPS 3.6 -1.3 2.7 4.3 5.7 
 

Source: Company, HDFC sec Research 

Balance Sheet (Consolidated) 

(Rs Cr) FY15^ FY16 FY17E FY18E FY19E 

SOURCE OF FUNDS           

Share Capital (Incl 
Preference Shares) 31.7 161.6 161.6 161.6 161.6 

Reserves 1302 1028 1495 1615 1768 

Shareholders' Funds 1334 1189 1657 1777 1930 

Long Term Debt 102 448 538 597 657 

Long Term Provisions & 
Others 355 406 357 382 404 

Minority Interest  210 120 300 300 300 

Total Source of Funds 2004 2164 2852 3055 3290 

APPLICATION OF FUNDS           

Net Block 554 832 861 874 885 

Deferred Tax Assets (net) 3.4 39.9 39.9 39.9 39.9 

Long Term Loans & 
Advances 960.5 1134.2 1511.2 1589.2 1671.3 

Total Non Current Assets 1518 2006 2413 2503 2596 

Current Investments 339.5 129.7 579.7 479.7 449.7 

Inventories 3.0 3.7 23.2 27.8 26.3 

Trade Receivables 644.9 884.1 1462.1 1726.3 1973.5 

Short term Loans & 
Advances 161.1 360.7 505.0 656.5 801.0 

Cash & Equivalents 277.7 985.0 940.5 1209.3 1426.4 

Other Current Assets 185.0 341.2 580.1 690.3 807.6 

Total Current Assets 1611 2704 4091 4790 5485 

Short-Term Borrowings 269.9 370.2 422.0 434.7 399.9 

Trade Payables 306.9 1050.4 2025.6 2472.0 2946.4 

Other Current Liab & Provn 505.2 1023.1 1156.1 1271.7 1373.5 

Short-Term Provisions 42.9 102.8 107.9 118.7 130.6 

Total Current Liabilities 1124.8 2546.4 3711.6 4297.1 4850.3 

Net Current Assets 486 158 439 553 694 

Total Application of Funds 2004 2164 2852 3055 3290 
Source: Company, HDFC sec Research 
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Cash Flow (Consolidated) 

(Rs Cr) FY15^ FY16 FY17E FY18E FY19E 

Reported PBT 171.0 34.4 197.7 262.9 345.7 

Non-operating & EO items 596.4 -118.3 -74.6 -71.0 -76.7 

Interest Expenses 71.2 96.5 132.5 141.4 135.7 

Depreciation 41.4 64.3 90.6 117.7 138.9 

Working Capital Change -106.6 1,035.8 -265.5 154.9 75.8 

Tax Paid -58.7 -45.1 -98.9 -105.2 -138.3 

OPERATING CASH FLOW (a) 714.9 1,067.5 -18.2 500.8 481.2 

Capex -582.2 -473.5 -120.0 -130.0 -150.0 

Free Cash Flow 132.7 594.0 -138.2 370.8 331.2 

Investments -471.8 -210.2 -377.1 -77.9 -82.1 

Non-operating income 42.0 46.9 74.6 71.0 76.7 

INVESTING CASH FLOW (b) -1,012.0 -636.7 -422.5 -136.9 -155.4 

Debt Issuance / (Repaid) 331.8 393.6 40.0 84.2 81.7 

Interest Expenses -71.2 -96.5 -132.5 -141.4 -135.7 

FCFE 393.2 891.2 -230.6 313.5 277.1 

Share Capital Issuance 170.5 40.0 180.0 0.0 0.0 

Dividend -15.9 -15.7 -21.3 -37.9 -54.6 

FINANCING CASH FLOW (c) 415.2 321.4 66.2 -95.2 -108.6 

NET CASH FLOW (a+b+c) 118.2 752.1 -374.5 268.7 217.2 
 

Source: Company, HDFC sec Research 

 

Key Ratios 

(Rs Cr) FY15^ FY16 FY17E FY18E FY19E 

EBITDA Margin 8.7 6.8 4.1 4.5 4.7 

EBIT Margin 7.5 5.3 3.9 4.1 4.2 

APAT Margin 3.5 -0.4 1.2 1.6 1.7 

RoE 8.9 -3.0 6.9 9.2 11.2 

RoCE 12.1 10.4 11.6 13.6 15.3 

Solvency Ratio           

Net Debt/EBITDA (x) -0.9 -1.0 -1.6 -1.4 -1.5 

D/E 0.3 0.7 0.6 0.6 0.5 

Net D/E -0.2 -0.2 -0.3 -0.4 -0.4 

Interest Coverage 3.4 2.3 2.5 2.9 3.7 

PER SHARE DATA           

EPS 3.6 -1.3 2.7 4.3 5.7 

CEPS 4.2 0.2 1.2 1.7 2.1 

BV 48.7 29.1 45.3 48.6 52.7 

Dividend 0.5 0.4 0.5 0.9 1.3 

Turnover Ratios (days)           

Debtor days 72.6 76.2 63.0 62.0 60.0 

Inventory days 0.2 0.3 1.0 1.0 0.8 

Creditors days 37.3 96.0 91.0 93.0 94.0 

VALUATION           

P/E 60.7 -166.2 79.9 50.1 38.1 

P/BV 4.4 7.4 4.8 4.4 4.1 

EV/EBITDA 27.3 26.8 22.4 16.8 13.7 

EV / Revenues 2.4 1.8 0.9 0.8 0.6 

Dividend Yield (%) 0.2 0.2 0.2 0.4 0.6 
Source: Company, HDFC sec Research 
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Ratings Explanation: 

RATING  Risk - Return BEAR CASE BASE CASE BULL CASE 

BLUE 
LOW RISK - LOW 
RETURN STOCKS 

IF RISKS MANIFEST 
PRICE CAN FALL 
20% OR MORE 

IF RISKS MANIFEST 
PRICE CAN FALL 15% 

& IF INVESTMENT 
RATIONALE 

FRUCTFIES PRICE 
CAN RISE BY 15% 

IF INVESTMENT 
RATIONALE 

FRUCTFIES PRICE 
CAN RISE BY 20% OR 

MORE 

YELLOW 
MEDIUM RISK - 
HIGH RETURN 
STOCKS 

IF RISKS MANIFEST 
PRICE CAN FALL 
35% OR MORE 

IF RISKS MANIFEST 
PRICE CAN FALL 20% 

& IF INVESTMENT 
RATIONALE 

FRUCTFIES PRICE 
CAN RISE BY 30% 

IF INVESTMENT 
RATIONALE 

FRUCTFIES PRICE 
CAN RISE BY 35% OR 

MORE 

RED 
HIGH RISK - HIGH 
RETURN STOCKS 

IF RISKS MANIFEST 
PRICE CAN FALL 
50% OR MORE 

IF RISKS MANIFEST 
PRICE CAN FALL 30% 

& IF INVESTMENT 
RATIONALE 

FRUCTFIES PRICE 
CAN RISE BY 30% 

IF INVESTMENT 
RATIONALE 

FRUCTFIES PRICE 
CAN RISE BY 50%  

OR MORE 
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Rating Definition:  

 
Buy: Stock is expected to gain by 10% or more in the next 1 Year. 
 
Sell: Stock is expected to decline by 10% or more in the next 1 Year. 
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