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 Booming tourism industry  

The USD 53.5 bn Indian tourism industry (2006) is slated to grow to USD 128 bn by 2016 

(Source: World Travel & Tourism Council (WTTC)), led by Government of India’s (GoI’s) tourism 

promotion efforts through ‘Incredible India’ campaign, strong economic growth, rising income 

levels, consumerism, and increasing business, and domestic travel. International Travel House 

Ltd (ITHL) is amongst the few end to end providers in the industry and is well poised to 

benefit from the current boom. Besides providing car rentals, air-line booking, tour 

packages and various other services, ITHL has its travel desk at every ITC hotel thus having 

its presence across the entire value chain. 
 

 Branded car rental market: A huge opportunity awaiting  

Out of the INR 90 bn Indian car rental market, ~ 90% is dominated by unorganized players. 

However, with the recent entry of international players like SIXT, Europcar, and LeasePlan in 

India, the dynamics of the car rental business are set to change. We expect the car rental 

industry to grow at a rate of 23-25% over the next three to five years. ITHL owns 650 cars 

and has 200 leased cars. We expect commissions from the car rental segment to grow at 

32.5% CAGR over FY07E-09E, contributing 72% to the total commissions in FY09E. 
  

 Portal to enhance retail presence 

The USD 796 mn (2006) online travel market in India is expected to surpass USD 2 bn by 

2008. (Source: PhoCusWright Inc). The wealth of opportunities has attracted significant 

investment in the online travel agency space, into which four venture capital funded players 

have already entered, speeding up the online transition. We expect a demographic shift to take 

place towards online travel service providers with increased internet penetration and growing 

middle class. ITHL plans to launch its portal along with the payment gateway by end of Q108 

thus enhancing its retail presence. We expect the portal to contribute INR 10 mn in FY08E and 

INR 30 mn in FY09E to the total commissions.  
 

 Valuations 

Given the booming tourism sector, the ITC pedigree, launch of portal, and strong focus on 

the car rental industry, the prospects of ITHL appear extremely bright. We expect ITHL’s 

revenues and profits to grow at 29% and 33% CAGR, respectively, between FY07E and 

FY09E. At the CMP of INR 143, the stock trades at 12.6x FY07E EPS of INR 11.3 and 9.3x 

FY08E EPS of INR 15.3.We initiate coverage with a ‘BUY’ recommendation. 
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Market Data 

52-week range (INR) : 279 / 141 

Share in issue (mn) : 8.0 

M cap (INR bn/USD mn) : 1.1 / 25.7 

Avg. Daily Vol. BSE (‘000) : 16.2 

 
 
Share Holding Pattern (%) 

Promoters : 61.7 

MFs, FIs & Banks : 1.4 

FIIs : 0.0 

Others : 36.9 
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One stop shop BUY  

Edelweiss Research is also available on Bloomberg EDEL <GO>, Thomson First Call, Reuters and Factset. 
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Financials

Year to March FY06 FY07E FY08E FY09E

Revenues (INR mn) 606                       797                       1,047                    1,322                    

EBITDA (INR mn) 180                       235                       319                       410                       

Net profit (INR mn) 70                         90                         122                       161                       

EPS (INR) 8.8                        11.3                      15.3                      20.1                      

EPS growth (%) 49.9                     29.1                     35.4                     31.2                     
PE (x) 16.3                      12.6                      9.3                        7.1                        

EV/EBITDA (x) 6.8                        5.6                        4.1                        3.0                        

Dividend yield (%) 1.7                        1.7                        1.7                        1.7                        

ROE (%) 15.8                      18.0                      20.9                      22.8                      
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Risks 
 

 Natural calamities may lead to slowdown in tourist’s arrival  

 Slowdown in the Indian economy 

 

Industry overview  
Travel and tourism in India is expected to generate USD 53.5 bn of economic activity in 2006, 

which is slated to go up to USD 128 bn by 2016. This industry is expected to grow at 8% per 

annum between 2007 and 2016. India’s share in the world tourism market is expected to grow 

from 0.8% currently to 1.05% by 2016. (Source: WTTC)  

 

 Aviation industry on a high growth path  

With the number of airlines going up to 10, India is one of the most dynamic aviation markets to 

be in. The aviation industry is slated to grow by 25% CAGR till 2010.Also, by 2010; Indian 

airports will be handling between 90 and 100 mn passengers per year from the current 34 mn 

passengers (CY06). We expect nearly 80% of this growth to be driven by the low cost carrier 

segment (LCC). By 2008, the LCC’s would capture 65% of the direct online air ticket market 

from 61% in 2005. (Source: PhoCusWright Inc). 
 

 After low cost carriers, budget hotels would go online 

Travel accommodation in India accounts for only 12% of the travel and tourism industry in value 

terms. The huge gap between demand and supply of hotel rooms has taken occupancy levels 

and average room rates (ARR’s) to new highs during FY06 and H107. In addition, nearly 70% of 

the Indian hotel market is fragmented, offering wide choice to customers through online travel 

agents or websites. The online booking system also reduces time spent on every call per 

customer by the sales executive. Also in contrast to air ticketing, where the commission is just 

4% of the billing, the hotel booking commission can be as high as 10% to 25% which would 

attract the players in the online space.  
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Company Overview  

 
Established in 1981, ITHL is a part of ITC group and among the largest total travel management 

companies in India in which ITC holds 62% stake. It has presence  across cities with a network of 10 

International Air transport Association (IATA) travel offices, 10 car rental offices, and 14 hotel travel 

counters at the ITC group of hotels working 24x7 as ‘Anytime Travel Desk’. Around 11% of revenues 

in FY06 came from the ITC group. 

 

The company offers full bouquet of travel solutions and services like air tickets, car rental, inbound 

tourism, overseas and domestic holiday packages, business travel, destination management services, 

incentive group travel, foreign exchange, conferences, and events and exhibition management.  

 

ITHL’s forte is the corporate travel segment that is growing at 20% due to current boom in the 

economy. ITHL caters to 185 corporate clients including Sun Microsystems, Bharati Airtel, Siemens 

Citibank, Infosys, and ABN Amro, apart from ITC group. 

 

ITHL is recognised and approved as a travel agent and tour operator by the IATA and the 

Department of Tourism, GoI. It is also affiliated to key professional bodies including World Tour 

organisation, Universal Federation of Travel Agents Association, American Society of Travel agents, 

International Congresses & Conventions Association, and the Travel Agents Association of India. 

ITHL has signed a MoU with Rosenbluth International Alliance, US for cross reference of business 

and client servicing. Citigroup has entered into an agreement with the company for sale of Citigroup 

travelers’ cheque and Visa traveler cheques.  

 

 Business segments 

 Car rental - ITHL is amongst the top five players (largest player Hertz has a fleet 2000 cars) 

in the domestic car rental industry with 25 years of existence. ITHL owns a fleet of 650 cars 

and has 200 cars on lease with an option of self-drive and chauffer driven cars. The fleet 

includes a wide range of models to suit its customers, with a choice of five categories: 

premium, royal plus, royal, club plus, club, and comfort. Recently ITHL changed its 

depreciation policy from 8 years to 4 years .Also, the average age of the fleet is just 3 years, 

The commissions in this division for ITHL are as high as 67.5% of billing (as on FY06). We 

expect commissions from this division to grow at a CAGR of 32.5% over FY07E to FY09E, 

contributing 72.2% to total commissions in FY09E.  

 

 Air ticketing - One of the major reasons for popularity of online air ticketing in India is the 

advent of low cost-carriers (LCC).  LCC currently represents nearly 40% of the domestic 

gross air bookings, in less than three years of operations. Air ticketing contributes 83% (as 

on FY06) to ITHL’s total billing, while fetching only ~4% as commission. Due to increased 

penetration of LCC through the online channel, commissions are likely to reduce with 

increase in volumes. We expect commissions from this division to grow at CAGR of 19.9% 

over FY07E to FY09E, contributing 21.4% to total commissions in FY09E. 

 

 Online portal: The future sales channel for the industry 

The travel market in India, which is projected to quadruple over the next two years, is 

subject to a unique blend of forces (both on the demand and supply side) driving growth in 

an online channel. Online travel agencies will rapidly change the old paradigm, providing 

customers with a sophisticated online shopping experience, enabling access to 

fragmented travel supply market, and consolidating Indian travel options with a pan-India 

approach. ITHL’s plan to launch its portal along with the payment gateway by end of Q108 

 



ITH 

4 

 

augurs well in the current scenario. We expect the portal to contribute INR 10 mn in FY08E 

and INR 30 mn in FY09E to the total commissions. However, we believe that revenues 

from portal can scale up significantly, which would affect the margins and return ratios 

positively. 

 

Table 1: Recent funding by venture capital funds 

Online Portal Funding Venture Capital

Travelguru.com 1st round USD 10 mn Westbridge Capital (now Sequoia Capital)

2nd round USD 15 mn Battery Ventures and Sequoia Capital India 

MakeMyTrip.com 1st round USD 10 mn Softbank Asia Infrastructure Fund (SAIF)

2nd round USD 13 mn Helion Ventures,Sierra Venture Capital and SAIF

Cleartrip.com 1st round USD 5 mn Sherpalo and Kleiner Perkins Caufield and Byres

2nd round USD 8 mn DAG Ventures ,Shaerpalo Ventures

Yatra.com 1st round USD 5 mn Reliance Capital ,Norwest Venture and TV18  
Source: Edelweiss research 

 

The above table shows the investments made by venture capital funds in various online travel 

portals. An infusion of USD 66 mn in venture capital for online travel agencies in India within the 

past 12 months is a testament to the potential in this distribution channel. We believe, once the 

portal for ITH starts functioning and contributing significantly to the revenue, there is a likelihood 

of valuation re-rating happening.  

 

 Other services 

ITHL has taken a lead in developing innovative travel related products and services such as 

cruises, pre-packaged tours, Indian gateways, world class holidays, conferences, money 

changer, and fair-n-festivals. These services offer higher commission (19% of billing in FY06) 
compared with pure air ticketing. We expect commissions from this division to grow at CAGR of 

20% over FY07E to FY09E, contributing 6.5% to total commissions in FY09E. 

 

 Changing revenue mix, enhancing margins and return ratios 

Chart 1: Revenue break-up 
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Source: Company, Edelweiss research 



ITH 

5 

 

Chart 2: Increasing net margins and return ratios 
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Source: Edelweiss research 

 

As shown in the above two graphs, share of air–ticketing (as a percentage of total commissions) 

is decreasing, whereas share of car rental business is increasing. This is primarily because of a 

likely decline in commissions from air–ticketing. Volumes, are however, likely to increase due to 

growing online market share of LCC. At the same time, the high-commission car rental segment 

is likely to contribute more to the commissions. This would lead to increasing margins and 

improved return ratios.  

 

Any positive upside from the portal is not captured and would affect the margins and ratios 

positively. We thus expect the net margins to increase from 11.3% in FY07E to 12.2% in FY09E, 

whereas the ROE to increase from 18% in FY07E to 22.8% in FY09E. 

 

Table 2: Peer comparison 

Expedia* Ctrip.com* Sabre Holdings* ITHL*

Sales (in mn) ** 2,596               197                   3,180                      1,047          

EBITDA (in mn)* 751                 67                    664                         319             

EBITDA (%) 28.9                33.8                  20.9                        30.5            

Net profit (in mn)* 453                 59                    269                         122             

Net profit (%) 17.5                30.2                  8.5                          11.7            

P/E (x) 15.8                33.2                  15.1                        9.3              

P/Sales (x) 2.5                  10.7                  1.3                          1.1              

ROE (in %) 6.7                  32.0                  12.9                        21.6             
Source: Bloomberg, Edelweiss research 

* Financials for ITH for FY08E, rest CY08E                        ** Sales for ITH in INR mn rest all in USD mn  
  

From the above table we observe that ITHL has better margins compared with Sabre Holdings 

(Travelocity.com) and superior return ratios as against Expedia. Also, a look at recent acquisition 

of TCI by Thomas Cook would give us a strong case to prove that ITHL is trading at a discount. 

Thomas Cook bought TCI for about 4.5x TCI’s commission which was about INR 400 mn in 

FY06. ITHL in its comparison trades at lower multiple of 2.08x its commission of about INR 600 

mn in FY06. Also TCI has no assets like cars which ITHL has. Thus, going ahead we believe that 

ITHL would command better multiples, given its superior return ratios and margins. There are 

potential upsides, once the portal starts contributing significantly to the revenues. 
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 Outlook 

Growth in Indian tourism sector is supported by a strong economic growth of 8.6% over the 

past three years. With growing number of merger and acquisitions, business travel is also 

booming. Increasing income and growing middle class has given rise to consumerism, which 

has lead to increase in the inbound tourism as well. We believe that this augurs well for ITHL 

and the industry as a whole over the next three to five years. Going forward, we expect ITHL’s 

revenues and profits to grow at 29% and 33% CAGR, respectively, between FY07E and FY09E. 

At the CMP of INR 143, the stock trades at 12.6x FY07E EPS of INR 11.3 and 9.3x FY08E EPS 

of INR 15.3.We initiate coverage with a ‘BUY’ recommendation. 
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Financial Statements 
 

Income statement (INR mn)

 Year to March FY05 FY06 FY07E FY08E FY09E

Income from services rendered 469          606          797          1,047       1,322       

Net sales 469          606          797          1,047       1,322       

Employee cost 106          144          199          254          324          

Cars related expenses 74            93            119          157          192          

Marketing expenses 50            51            64            94            119          

Service charges 53            69            96            115          145          

Other expenses 50            57            72            92            112          

Miscellaneous expenses 23            12            12            16            20            

Total operating expenses 357          426          562          728          912          

EBITDA 112          180          235          319          410          

Other income 11            14            14            14            14            

Interest expense 9              10            12            14            12            

Depreciation 40            68            94            126          157          

Profit before tax 74            117          143          194          255          

Provision for tax 27            47            53            72            94            

Net profit 47            70            90            122          161          

Cash profit 87            138          185          248          318          

Earnings per share 5.8           8.8           11.3         15.3         20.1         

Shares outstanding 8.0           8.0           8.0           8.0           8.0           

Dividend (INR/share) (%) 2.0           2.5           2.5           2.5           2.5           

Common size metrics as % on revenues

Year to March FY05 FY06 FY07E FY08E FY09E

Operating expenses 76.0         70.2         70.5         69.5         69.0         

Depreciation 8.6           11.2         11.8         12.0         11.9         

EBITDA margins 24.0         29.8         29.5         30.5         31.0         

Net profit margins 10.0         11.6         11.3         11.7         12.2         

Growth metrics (%)

Year to March FY05 FY06 FY07E FY08E FY09E

Revenues 23.0         29.2         31.4         31.5         26.2         
EBITDA 55.3         60.6         30.2         35.9         28.3         

Net profit 62.1         49.9         29.1         35.4         31.2         

Cash profit 38.7         58.5         33.6         34.6         28.1         

EPS 62.1         49.9         29.1         35.4         31.2          
 
Cash flow statement (INR mn)

Year to March FY05 FY06 FY07E FY08E FY09E

Cash flow from operations 87 138 185 248 318

Cash for working capital (51) (9) (42) (69) (17)

Net operating cash flow- A 37 129 143 180 301

Net purchase of fixed assets (112) (81) (200) (150) (200)
Net purchase of investments (52) 1 0 0 0

Net cash flow from investing- B (163) (81) (200) (150) (200)

Proceeds/repayments from borrowings 70 (8) 50 0 (50)

Dividend payments (18) (23) (23) (23) (23)

Net cash flow from financing- C 52 (31) 27 (23) (73)

Net cash flow (A+B+C) (75) 17 (30) 6 28  
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Balance sheet (INR mn)

As on 31st March FY05 FY06 FY07E FY08E FY09E

Equity capital 80            80            80            80            80            

Reserves & surplus 340          387          454          554          691          

Shareholders funds 420          467          534          634          771          

Secured loans 153          144          194          194          144          

Net deferred tax liability 25            26            26            26            26            

Source of funds 598         637         754         854         941         

Gross block 363          421          625          775          975          

Depreciation 107          153          247          373          531          

Net block 257          268          378          402          444          

Capital work in progress 2              4              -           -           -           

Investments 139          140          140          140          140          

Cash, bank bal & deposits 43            60            30            36            65            

Sundry debtors 389          442          581          763          905          

Loans & advances 56            64            64            64            64            

Total current assets 489          566          674          863          1,034       

Sundry creditors 230          278          368          477          597          

Others 38            30            30            30            30            

Provisions 22            32            40            45            50            

Proposed dividend 18            23            23            23            23            
Others 4            10          10            10           10          

Total current liabilities 289          341          438          551          677          

Net current assets 200          225          237          312          357          

Application of funds 598         637         754         854         941         

Book value (BV) per share (INR) 53            58            67            79            96             
 
Ratios

Year to March FY05 FY06 FY07E FY08E FY09E

ROE (%) 11.5         15.8         18.1         21.0         22.9         

ROCE (%) 10.1         13.0         14.7         16.9         19.2         

Debtor days 303          266          266          266          250          

Fixed assets t/o 1.8           2.3           2.1           2.6           3.0           

Debt /Equity 0.4           0.3           0.4           0.3           0.2           

Valuation parameters

Year to March FY05 FY06 FY07E FY08E FY09E

EPS (INR) 5.8           8.8           11.3         15.3         20.1         

Y-o-Y growth (%) 62.1        49.9        29.1        35.4        31.2        
CEPS (INR) 10.9         17.3         23.1         31.1         39.8         

PE (x) 24.5         16.3         12.6         9.3           7.1           

Price/BV (x) 2.7           2.4           2.1           1.8           1.5           

P/CEPS (x) 13.1         8.3           6.2           4.6           3.6           

EV/EBITDA (x) 11.1         6.8           5.6           4.1           3.0            
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Direct Clients 

 
Biren Shah – 22864212 

 
Jai Mehra – 22864423 

 
Amit Mamgain - 22864529 

 
Ajay Saraf – 22864340 

 
Amit Joshi – 22864271 

 
Hitesh Shah – 22864275 

  
Shirin Kothari – 22864272 

 
Aditya Parange – 22864400 

 
Anuraj Benara – 22864400 

 
Divij Narain – 22864400 

 

 
Hiralal Chopra – 22864220 

Head-Insurance 

 
Bakhtawar Pastakia  – 22864217 

 
Vinay Sohani – 22864400 

 
Manish Rathi – 22864219 

 
Gautam Pathania – 22864400 

 
CNS Rao – 22864392 

BRANCHES 
 
Ahmedabad 
Rajiv Jhaveri – 079-30088445  
Bangalore 
Rajrashi Panigrahi– 09900249231/32/33  
Borivali - Mumbai 
Purvesh Desai – 022-28955885/1  
Chennai 
Satyanarayan Y – 044-42148976/7/8  
Cochin 
Brijesh Mathew – 0484-2359204/8/10  
Gurgaon 
Gaurav Kulshreshtha – 0124-4300070/71/72/73  
Hyderabad 
Vinay Pratti – 040-66849440/1  
Indore 
Uttam Srimal – 0731-4266631/32/33/34/35  
Jaipur 
Dharmendra Sharma – 0141-2378053/72  
Kolkata 
Kamal Jeswani – 033-30580101/02/03/04  
Mulund – Mumbai 
Rajendra Joshi – 022-25615441/42/43/44  
Nashik 
Pratyush Singh – 0253-66102442/43/44/45/46 
 
New Delhi 
Gaurav Kulshrestha – 011-41531011/2/3 
 
Opera House – Mumbai 
Puneet Jain – 022- 23675621/3/4 
 
Pune 

Amol Erande – 020-56048461/2/3/4  
Vile Parle – Mumbai 
Rakesh Bhatt – 022-26102505/6 

Edelweiss Securities 
14th Floor, Express Towers,  
Nariman Point, Mumbai – 400 021 
Board: (91-22) 2286 4400 
Email: pcgresearch@edelcap.com 

Nilesh Shah – 2286 4210                     Head, Private Client Services 
 
Nirmal Rungta – 2286 4417                     Co-Head, Private Client Services 

This document has been prepared by Edelweiss Securities Private Limited (Edelweiss). Edelweiss and its holding company and associate companies are a full service, integrated investment 
banking, portfolio management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities. 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.. The information contained herein is from publicly available 
data or other sources believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. Edelweiss or any of its affiliates 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.  This document is provided for assistance only and 
is not intended to be and must not alone be taken 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 investigation 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 his own advisors to determine the merits and risks of such investment. The investment discussed or views expressed may not be suitable for 
all investors. We and our affiliates, officers, directors, and employees  may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) 
mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation  or act as advisor or lender / borrower to such company (ies) 
or have other potential conflict of interest with respect to any recommendation and related information and opinions. This information is strictly confidential and is being furnished to you solely 
for your information. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for 
any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, 
where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Edelweiss and affiliates to any registration or licensing requirements within 
such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes, should inform themselves about 
and observe, any such restrictions.  The information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with 
this information. This information is subject to change without any prior notice. Edelweiss reserves the right to make modifications and alterations to this statement as may be required from 
time to time. However, Edelweiss is under no obligation to update or keep the information current. Nevertheless, Edelweiss is committed to providing independent and transparent 
recommendation to its client and would be happy to provide any information in response to specific client queries. Neither Edelweiss nor any of its affiliates, directors, employees, agents or 
representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the 
information. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their 
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. Analyst holding in stock: No. 

Email addresses: firstname.lastname@edelcap.com                       eg. nilesh.shah@edelcap.com                      unless otherwise specified 

Franchises & ICs

 
Alpesh Busa – 22864224 
 
Bhaumik Vora – 22864215 
 
Nikunj Raichura – 22864425 

 
DERIVATIVES DESK 
 
Navin Amarnani – 22864290 

 
WEALTH MANAGEMENT 
 
Anurag Mehrotra – 22864987 

 
RESEARCH TEAM 
 
Fundamental 

Prakash Kapadia – 22864432 
 
Pranav Parekh – 22864277 
 
Sanjeev Rohra – 40194982 
 
Grishma Shah – 40194941 
 
Prachi Hattangadi – 40194988 

 
Technical 

Ashok Nagori – 22864400 

 
Commodities 

Vikas Agarwal – 22864400 

 


