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  Key Stock Data

 Bloomberg / Reuters IRCTC IN /INIR.BO 

 Sector MISC. Commercial Services 

 Shares o/s (mn) 160 

 Market cap. (Rs mn) 214,208 

 Market cap. (US$ mn) 2,921 

 3-m daily average value (Rs mn) 915.2 

 52-week high / low Rs1,995 / 625 

 Nifty / Sensex 40,662 / 11,944 

 

BUY TP Rs1,800 
CMP Rs1,339 

One-of-its-kind 

IRCTC 
Potential upside / downside +34% 

Summary 

We initiate coverage on Indian Railway Catering and Tourism Corporation (IRCTC) with 
TP of Rs1,800 based on PER of 35x FY23E. We believe that IRCTC is a one-of-its-kind 

company. In its top-2 segments – internet ticketing and catering services (combined 
~89% of FY20 EBIT) – it is the sole service provider. Internet ticketing as digital platform 
business has seen 302 mn bookings in FY20 with ~73% share in total railway ticket 

booked in India. In its packaged drinking water business it’s pricing provides a 
competitive edge. While Covid-19 pandemic will impact FY21 performance, we expect 

strong pick-up in FY22/23E. We forecast revenue/EBIT/EPS CAGR of 9.2%/14.4%/15.9% 
over FY20-23E which factors FY23E EBIT/EPS being 4.4x/4x vs. FY21. Further, net-cash 

B/S and RoE 40%+ over FY22-23 is impressive. Over the long-term, private trains and in-
direct benefit from dedicated freight corridor would aid IRCTC’s growth.  

Key Highlights and Investment Rationale 
 Strong entry barriers in its top-2 business segments (89%/73% EBIT/revenue) 

Internet ticketing and Catering are IRCTC’s top-2 business segments with 27.2% and 
45.9% respectively of FY20 revenue and 71.5% and 17.3% of FY20 segmental EBIT. 
IRCTC is the only entity authorized by Indian Railways to provide online booking of 
railway tickets and has ~73% market share. Further, IRCTC is the only entity authorized to 
manage the catering services on board trains and major static units at railway stations 
under the Catering Policy 2017.   

 FY21 dip in revenue and profitability to be more than overcome in FY22 itself  
IRCTC’s business is dependent on Indian Railways and the Covid-19 pandemic has had 

severe impact on operations of passenger trains. While we expect passenger trains to 
attain normalized operations in FY22, consumer confidence to resume travel might 
take time. However, IRCTC has regained part of the lost growth and has reached 

volume of 3.2lakh tickets/day vs. 8.27lakh tickets/day in FY20. We expect volume of 
6.75lakh tickets/day in FY22 and 8.24lakh tickets/day in FY23. At this rune-rate the 

no. of tickets booked in FY22 will be ~18% lower than that in FY20 (Q4 had impact of 
the pandemic). However, with service charge being there for the full-year, we 

forecast FY22 revenue/EBIT for the segment to grow by 27.2%/28.9% vs. FY20. We 
forecast this to result in FY22 consolidated EBIT of Rs8.2bn vs. Rs6.7bn in FY20 and 

EPS of Rs41.9 vs. Rs33 in FY20. For FY23, we forecast EBIT/EPS growth of ~23% YoY.  
 

 EPS (Rs) FY21E FY22E FY23E 

 IDBI Capital 12.9  41.9  51.4 

 Consensus 12.1   50.3  57.0 

 % difference 6.6   (16.6)  (9.7) 

 

 

 Relative to Sensex (%) 

Financial snapshot (Rs mn) 

Year FY19 FY20 FY21E FY22E FY23E 

Revenue  18,700   22,755   9,720   23,774   29,640  

EBITDA  3,832   7,134   2,718  8,900   10,944  

EBITDA (%) 20.5  31.4  28.0  37.4  36.9  

Adj. PAT  2,712   5,275   2,061  6,702  8,220  

EPS (Rs) 16.9  33.0  12.9  41.9  51.4  

EPS Growth (%) 20.5  94.5  (60.9)  225.1  22.7  

PE (x) 78.7  40.5   103.6  31.9  26.0  

Dividend Yield (%) 0.6  0.9  0.7  1.4  1.7  

EV/EBITDA (x) 52.7  28.1  73.8  22.1  17.4  

RoE (%) 26.8  44.0  15.3  43.0  41.8  

RoCE (%) 33.9  51.8  15.4  48.2  48.0  

Source: Company; IDBI Capital Research 

  -1m -3m -12m 

 Absolute (2.6) (4.8) -- 

 Rel to Sensex (7.1)  (15.7) -- 

 Price Performance (%) 

 Promoters 87.4 

 FII 0.8 

 DII 1.3 

 Public 10.5 

 Shareholding Pattern (%) 

 V/s Consensus 

   

 

October 13, 2020



  

 

 IRCTC | Initiating Coverage 

  2 

Investment Rationale 

 Strong entry barriers in its top-2 business segments (89%/73% of segmental EBIT/revenue) 

Internet ticketing and Catering are IRCTC’s top-2 business segments with 27.2% and 45.9% respectively of FY20 

revenue and 71.5% and 17.3% of FY20 segmental EBIT. IRCTC is the only entity authorized by Indian Railways to 

offer railway tickets online which it does through its website www.irctc.co.in and mobile app - "Rail Connect" with 

~73% market share as regards railway tickets booked in FY20. Importantly, FY20 had only 7 months of benefit from 

resumption of service charge. Thus even in FY22 where we factor lower no. of tickets being booked (online & over-

all) vs. FY20, we expect the revenue and EBIT to be meaningfully higher than that in FY20 and grow further in FY23. 

Further, IRCTC is the only entity authorized to manage the catering services on board trains and major static units at 

railway stations under the Catering Policy 2017.  

 Resilient business model – FY21 dip in revenue and profitability to be more than overcome in FY22 itself   

IRCTC’s business is dependent on Indian Railways. The Covid-19 pandemic started impacting passenger traffic in 

Q4FY20 and saw complete stoppage of passenger trains in March, 2020. While Indian Railways has restarted many 

trains, it is still meaningfully lower than the normal. While we expect normalization of operations of trains might 

happen in FY22, consumer confidence to resume travel might take time. However, IRCTC has regained part of the 

lost growth and has reached volume of 3.2lakh tickets/day, though substantially lower than 8.27 lakh tickets/day in 

FY20. We expect volume of 6.75lakh tickets/day in FY22, 18.4% lower than FY20 (which had impact of the pandemic 

in Q4) and 8.24lakh tickets/day in FY23. However, with service charge being there for full-year, we forecast FY22 

revenue/EBIT for the segment to grow by 27%/29% vs. FY20. We forecast this to result in FY22 consolidated EBIT of 

Rs8.2bn vs. Rs6.7bn in FY20 and EPS of Rs41.9 vs. Rs33 in FY20. For FY23, we forecast EBIT/EPS growth of ~23% YoY.  

 Significant long-term opportunity from private trains operations and benefits from DFC 

Indian Railways has initiated the process to get participation of private players in operations of 151 passenger trains 

across 12 clusters. IRCTC has participated in 11 of these 12 clusters in the RFQ invited by Indian Railways. Given that 

IRCTC is currently the only private train operator, through its 3 Tejas trains, we expect them to secure the bid for at 

least 1 cluster. Further, the Dedicated Freight Corridor project, once completed, is expected to significantly 

decongest the railway routes linking the four metropolitan cities of Delhi, Mumbai, Chennai and Howrah (~52% of 

passenger traffic). This would provide strong opportunity for increase in capacity of passenger trains which in-turn 

would benefit IRCTC across its business segments.  

 Combination of Strong FCF, net cash B/S and RoE of 44% 

IRCTC has generated FCF of Rs11.1 bn over FY17-20. Despite substantial net-cash of Rs13 bn (Rs6 bn being operating 

cash) IRCTC has a strong RoE profile (44% in FY20). After a blip in FY21, we forecast RoE to get back to 40%+ levels in 

FY22/23. IRCTC’s FCF profile and strong B/S augers well for its aggressive expansion plans in private trains segment. 
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Industry 

 Indian Railways forms an extremely important medium for passenger traffic  

Over FY12-19, the Indian Railways has seen passenger traffic remaining in the range of 8.22bn to 8.44 bn. This 

makes railways an important mode of transport for Indians. FY20 has seen a dip in passenger traffic due to the 

impact of Covid-19 pandemic.   

Exhibit 1: Railway passenger traffic trend  

 

Source: Company, IRCTC RHP 

The suburban passenger traffic was ~57% of total passenger traffic in FY19. The share of passenger traffic through 

second class mail/express ticket bookings (reserved) was ~17% in FY19 and CRISIL research expects it to grow to 

~18% in 2024 (implying a CAGR of 1.5%-2.5%). Further, the share of passenger traffic through upper class reserved 

ticket bookings was ~2% in FY19 and CRISIL research expects it to grow to ~3% in FY24 implying a CAGR of 5.5% to 

6.5%. 

 Internet ticketing has a lion’s share of the non-suburban ticket booking   

The increasing adoption of internet/smart phones has augured well for on-line booking of railway tickets. Internet 

ticketing has seen a significant increase in its share of total ticket bookings to 73% in FY20 from 51% in FY14 and the 

volume almost doubled during the same period to 302 mn tickets. Importantly, the resumption of the service charge 
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from September, 2019 has not impacted the growth. In fact, CRISIL Research expects the share of internet ticketing 

to grow to 82% in FY24.   

Exhibit 2:  Online penetration of railway ticket booking in India 

 
Source: Industry, IRCTC RHP 

 
 Indian Railways has strong focus on modernization  

Investments in railways are expected to continue as Government maintains focus on network decongestion, 

particularly on doubling and electrification works. Allocation to decongestion projects is estimated to be way above 

that for expansion projects, as the former is bankable/amenable to external financing (provide a rate of return 

greater than 12% based on detailed project reports prepared by the railway zones) and likely to be completed and 

monetized quickly. Decongestion of routes augurs well for addition of more capacity and thus for growth in 

passenger traffic and in-turn for on-line booking of tickets vs. that been projected in Exhibit 1 & 2. 
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 Dedicated Freight Corridor project is one of the key projects for driving Indian Railways’ decongestion drive  

The Dedicated Freight Corridor (DFC) project is Indian Railways' quadrilateral linking the four metropolitan cities of 

Delhi, Mumbai, Chennai and Howrah, commonly known as the Golden Quadrilateral; and its two diagonals (Delhi-

Chennai and Mumbai-Howrah). This route’s total length is 10,122 km and comprising of 16% of Indian Railway’s 

total route and carried more than 52% of the passenger traffic and 58% of revenue earning freight traffic of Indian 

railways. The Ministry of Railways has established a SPV for construction, operation and maintenance of the 

dedicated freight corridors. This led to the establishment of ‘Dedicated Freight Corridor Corporation of India Limited 

(DFCCIL), to undertake planning & development, mobilization of financial resources and construction, maintenance 

and operation of the dedicated freight corridors. The Eastern and western DFCs are expected to be completed in 

2022 (Phases of development: https://dfccil.com/Home/DynemicPages?MenuId=80). We believe this project and 

such projects in the future, which are likely, could potentially result in a much higher growth in passenger traffic and 

thus on-line booking of tickets vs. that been projected in Exhibit 1 & 2. 

 
 

 

 

Exhibit 3: Indian Railways investments – FY14-18 Exhibit 4: Indian Railways investments – FY19-23 

  
Source: IRCTC RHP Source: IRCTC RHP 
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Exhibit 5: Eastern DFC Exhibit 6: Western DFC 

States  KMS 

Punjab 88 

Haryana 72 

Uttar Pradesh 1058 

Bihar 239 

Jharkhand 196 

West Bengal 203 

Total 1,856 
 

States  KMS 

Haryana 177 

Rajasthan 567 

Gujarat 565 

Maharashtra 177 

Uttar Pradesh 18 

Total 1,504 
 

Source: DFCCIL Source: DFCCIL 

 

Exhibit 7: Upgraded dimensions of DFC 

 
Source: DFCCIL 
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Exhibit 8: Package drinking water industry  (Rs Bn) Exhibit 9: Rail catering industry (Rs Bn) 

  
Source: IRCTC RHP Source: IRCTC RHP 

 

Exhibit 10: SKU wise price comparison of major players in packaged drinking water industry 

(Rs/unit) 250ml 300ml 500ml 1ltr 2ltr 5ltr 20ltr 25ltr 

Bisleri 6 10 10 20 30 65-70 80 NA 

Kinley (HCCB) NA NA 10 20 25-32 NA 90 110 

Aquafina (VBL) NA NA 10 20 30 NA NA NA 

Railneer (IRCTC) NA NA 10 15 NA NA NA NA 
 

Source: IRCTC RHP 

 

Exhibit 11: Comparison of online travel agents 
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IRCTC – One-of-its-kind 

 Internet ticketing – strong entry barrier + strong growth in FY22/23 + higher EBIT margin 

IRCTC is the only company authorized by Indian railways to offer online railway tickets through its digital platforms 

viz. website and mobile app. The increasing digital adoption has also benefited the internet ticketing segment. As a 

result, while the total reserved tickets have grown at a 5-year CAGR of 4.2% to ~415mn in FY20, internet ticketing 

volume has grown at a CAGR of 10.5% to ~302 mn in FY20. This has been driven by the share of internet ticketing 

growing to ~73% in FY20 from ~54% in FY15. 

Exhibit 12: Increasing share of internet ticketing Exhibit 13: Passenger/ticket trend 

  
Source: Company, IDBI Capital Research Source: Company, IDBI Capital Research 
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Exhibit 14:  Online penetration of railway ticket booking in India 

 
Source: Company, IDBI Capital Research 

In a move to promote digitisation amid demonetisation, the Ministry of Railways had withdrawn the service charge 

of Rs20/Rs40 per e-ticket for Non-AC/AC class. IRCTC was only paid reimbursement for the cost of running the 

operations. This resulted in substantial revenue loss for IRCTC. However, it remained focused on growing its non-

service charge revenue through monetising full potential of website and mobile app. As a result, its non-service 

charge revenue has grown from Rs1.04 bn in FY17 to Rs2.38 bn in FY20.  

However, in September, 2019, the service charge was re-introduced and this time IRCTC was given the freedom to 

decide the same. IRCTC has started levying service charge of Rs15/Rs30 (+ GST) per e-ticket for non-AC/AC class and 

a discounted rate of Rs10/Rs20 (+ GST) for tickets booked through UPI. Resumption in service charge has 

significantly stregthened the Internet Ticketing segment which in-turn has also improved the profitability of the 

company. 

Shutting down of trains due to the Covid-19 pandemic impacted the volume in this segment. However, as Indian 

Railways partially started running trains from June onwards the volume of e-tickets has improved to ~3.2lakh 

tickets/day (95% being confirmed tickets) though much lower than ~8.27 lakh tickets/day in FY20 (20%-25% being 

waiting list tickets). Though we forecast volume to improve going foreward, we forecast FY20 volume to be achieved 

only in FY23E. 
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Exhibit 15:  Expect volumes to improve in FY22/23 

 
Source: Company, IDBI Capital Research 

We forecast this to in-turn substantially improve the revenue growth and EBIT margin in FY22/23E for the internet 

ticketing segment. 

Exhibit 16:  Expect Internet ticketing revenue and EBIT margin to revive in FY22/23 

 
Source: Company, IDBI Capital Research 
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 Catering & Hospitality – strong entry barrier + severe impact of Covid-19 pandemic 

In 2010, the mobile catering services were transferred to Indian Railways from IRCTC. In the 2017 catering policy, 

IRCTC was reassigned the responsibility for the entire catering services across Indian Railways. This was done to 

drive improvement in quality of catering services and to enhance passenger experience. As per the policy, IRCTC was 

directed to unbundle catering services by creating a distinction primarily between food preparation and food 

distribution. IRCTC was given the responsibility for catering services through mobile catering units, base kitchens, 

cell kitchens, refreshment rooms at A1 and A category of stations, food plazas, food courts, trains side vending, and 

Jan Ahars. 

Driven by the transition of the catering services, revenue for the segment has grown from Rs3.9 bn in FY17 to Rs10.2 

bn in FY20. Similarly, the EBIT has improved from Rs262 mn in FY17 to Rs1.47 bn in FY20. As per the catering policy, 

IRCTC has to share 40% of the license income with Indian railways. IRCTC would be upgrading the pantry cars due to 

which the revenue sharing with Indian railways would be at 15% for 5 years for the respective trains. 

The catering segment includes four sub-segments – Mobile catering (Trains and Train side vending), Static catering 

(food plazas, fast food units, refreshment rooms, Jan Ahars, cell kitchen and base kitchens), E-catering and other 

units (Executive lounge, Retiring room).    
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Exhibit 17:  Catering & Hospitality segment 

Source: Company, IDBI Capital Research 
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Exhibit 18:  Catering & Hospitality – sub segments 

Sub-segment Business details Operational Details (FY20) 

Mobile Catering Catering services provided to aboard a train 
through a pantry car attached to the train or 
through base kitchens 

417 trains (24 Rajdhanis, 2 Tejas, 1 Gatiman, 2 Vande 
Bharat, 23 Shatabdis,18 Durontos and 347 Mail/ 
Express trains) 

Train Side Vending Providing on-board catering services for trains 
which do not have pantry cars 

Contracts for 26 sections over Indian Railway network 
have been finalized for TSV services  

Base Kitchen Large cooking and packing facilities set up in the 
vicinity of railway premises from where food is 
prepared and disturbed in trains or to the static 
units 

11 base kitchens – company operated ones at  New 
Delhi & Howrah and outsourced ones at Ahmedabad, 
Patna, Mumbai Central, Mumbai CST, Ballarshah, 
Nagpur, Balasore, Sealdah and Kharagpur Jn 

Static Catering Catering services offered to patrons at static 
units at railway establishments located at railway 
stations 

169 Refreshment rooms, 56 Jan Ahaars and 24 Cell 
Kitchens 

Food plazas / Fast food 
units / Food Courts 

Food plazas - multi-cuisine plaza  

Fast food units - packaged 

food is served to customers in take-away packets 
on self-service basis 

Food courts - cluster of stalls 

IRCTC had 293 operational units ; it has roped in 
branded players like Domino’s, Adyar Anand Bhawan 
and Hotel Sravana Bhawan 

 

Executive Lounges A fully air conditioned facility where railway 
passenger can stay while waiting for train 

6 executive lounges are operational 

Retiring Rooms A/C Rooms and Dormitories, locker facility for 
luggage, LED Television, bathrooms with all basic 
facilities, pantry and housekeeping services 

9 retiring rooms have been commissioned 

 

Source: Company, IDBI Capital Research 
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Exhibit 19:  Revenue profile – Licensee fee, concession fees and user charges 

Business activity Nature of Fee received from licensees 

License for providing Catering Services on Rajdhani 
and Shatabdi express trains

One time Concession Fee for the contract period (including renewal period, if 
any), and Variable License Fee. 

License for arranging catering services on Mail/ Jan 
Shatabdi /Express Trains 

Fixed annual license fee as per the agreement signed with 

the awardees 

License for setting up of food plaza and 

operation thereof at the Indian Railway premises 

(i) Fixed monthly user charges and variable license fee incase of contracts 
awarded under earlier IRCTC Policy. 

(ii) Fixed annual license fee as per the agreement signed 

with the awardees 

License for water vending machines 

(WVM) at Railway Stations 

Fixed annual license fee on basis of date of commencement 

of WVMs 

License for static units at railway stations (i) Fixed license fee in case of contracts awarded under 

IRCTC Policy 

(ii) Fixed annual license fee as per the agreement signed 

with the awardees 

License for re-developing, operation, 

management and transfer of RailYatri Nivas and 
railway hotels on Indian Railway premises 

Fixed annual user charges and license fee as per the agreement signed with the 
awardees 

Fine, penalty& interest on delayed payment if any Recognized on its receipt from licensees and vendors. 
 

Source: Company, IDBI Capital Research 

 E-catering – another step to enhance user experience 

In 2014, IRCTC introduced E-catering services to provide many more options to passengers for ordering food of their 

choice. This is also a way for IRCTC to manage competition from unorganized service providers. E-Catering service 

allows passengers to book food from partner restaurants which will be delivered at their berth at select stations. 

The prices of food booked under e-Catering are market driven and menu is freely set by restaurants depending on 

common preferences.  

IRCTC has already partnered with 690 F&B vendors (either directly associated with IRCTC or are under 8 appointed 

food aggregators) and the service is available across 358 stations. IRCTC has already on-boarded number of brands 

like Dominos, Subway, Haldirams, Faasos, Biryani Blues, A2B, Sravana Bhawan, Nirulas etc. in addition to 

local/regional restaurants. 
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IRCTC’s e-catering service is available through its - www.ecatering.irctc.co.in and mobile App – Food on track, which 

is available on both Android and iOs platforms, along with telephone calls to 1323. To ensure transparency, system 

generated invoices are issued to passengers against each e-catering order, which is the first-of-its-kind service at 

Indian Railways. 

Exhibit 20:  E-catering ordering process 

   

Source: Company, IDBI Capital Research 
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E-catering has seen strong growth with meals booked per day growing from just 22/day in FY15 to 4,273/day in FY17 

to 21,571/day in FY20 (+82% YoY). Given the growing customer preference towards food aggregators and cloud 

kitchen service providers, we believe that IRCTC’s e-catering service has significant headway for growth. 

Exhibit 21:  E-catering growth trend 

 
Source: Company, IDBI Capital Research 

 

 Catering has seen severe impact of Covid-19 pandemic 

Even when the trains have been restarted, IRCTC has only been allowed to serve pre-packed read-to-eat food vs. 
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the fare. This has also impacted implementation of the price hike which the Ministry of Railways has approved in 

November, 2019. The approved price hikes were as follows: 

 Prepaid/Premium trains – Tea, Breakfast and Lunch/Dinner prices increased by 50%+ 

 Mail/Express Trains – Tea, Breakfast and Lunch/Dinner prices increased by 33%+ 

Early this month, in a positive move for the segment Indian Railways has allowed the sale of cooked food at catering 

and vending units on railway stations. However, the food plazas, cell kitchens, Jan Ahars as well as the refreshment 

rooms will only be open for takeaways. Change in consumer behavior towards catering service remains a 

monitorable. 
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 Revenue improvement only in FY22 

With more trains slated to become operational and cooked food being allowed to be sold in static catering, we are 

hopeful of further improvements and catering segment moving towards stability in H1FY22. We are also hopeful of 

the implementation of the price increase to be completed in FY22. While we expect this to enable FY22 revenue to 

get back to FY20 levels we expect improvement in EBIT margin only in FY23. 

Exhibit 22:  Catering segment performance trend 

 
Source: Company, IDBI Capital Research 

 

 Railneer – strong entry barrier on the pricing front + high margin 

IRCTC has a monopoly to manufacture and distribute packaged drinking water at all railway stations and in trains 

across India. The Company sells its packaged drinking water under the brand ‘Rail Neer’.  While IRCTC may face 

competition in this segment, the entry barrier being that is able to sell it at Rs15/bottle (1 litre) vs. Rs20/bottle for its 
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IRCTC plans to add 5 more plants inn FY21-22 which will take its capacity to 1.77 mn bottles/day.   

The packaged drinking water market is expected to grow by 16-17% CAGR and reach Rs180-185 bn in FY24. With the 

current mismatch in supply and demand, IRCTC has a significant opportunity to grow its business operation by 

making Rail Neer more accessible at railway stations and on trains.  
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Exhibit 23:  Railneer’s plant locations 

 
Source: Company, IDBI Capital Research 
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Exhibit 24:  Railneer – volume trend Exhibit 25:  Railneer – revenue and EBIT margin 

 
Source: Company, IDBI Capital Research Source: Company, IDBI Capital Research 

 Travel & Tourism – A diversified presence 

IRCTC has a diversified presence across mass tourism to luxury tourism services. It provides tourist trains, rail tour 

packages, international and domestic air packages, land tour packages, hotel booking, customised and LTC tours, 

amongst others. It has significant competitive advantage in case of tourist trains and rail tour packages. IRCTC also 

operated special train tours in collaboration with various state governments. The government selects the 

beneficiaries for these packages, mostly senior citizens. These train tours cover various tourism and pilgrimage sites 

across India.  

Air-ticketing: Through its website www.air.irctc.co.in and mobile app – IRCTC AIR, IRCTC provides online booking for 

both domestic and international Air-tickets. While the fare is competitive to the online travel agents (OTA) it charges 

only Rs50 + GST as the convenience fee which is the lowest. Also it is currently providing a complementary insurance 

coverage of Rs5 mn for all online bookings. In FY20, IRCTC saw a strong growth in Air-ticketing volume of 5,688 

tickets/day vs. 4,676 tickets/day. We believe that IRCTC has huge headroom for growth given the cross-selling 

opportunity to its customers is internet-ticketing and tour packages space. 
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Exhibit 26:  Travel & Tourism segment 

 
Source: Company, IDBI Capital Research 

 
Private trains – huge opportunity and IRCTC already has experience in this space  

The India Railways is targeting to get private participation in operations of passenger trains. This would involve 151 

new trains on 140 pair routes across 12 clusters (https://indianrailways.gov.in/IndicativeRoutesfor12clusters.pdf), 

operated by private players and will run in addition to the trains which have already been functioning. The private 

operators will have the freedom on deciding the fare, operations of the train – seating, F&B, infotainment, etc.  As 

per the current plan, Indian Railways targets to start 12 private-trains in FY23, 45 in FY24, 50 in FY26 and 44 in FY27. 

Under the public-private partnership (PPP) model for passenger train operations, private entities have to go through 

two-stage, transparent competitive bidding, which includes RFQ and RFP. The RFQs for the same were submitted in 

the last week, which saw 120 applications. As per media reports, 9 RFQs were received for the Mumbai 1 cluster, 12 

for Mumbai 2, 10 for Delhi 1, 12 for Delhi 2, 9 each for Chandigarh, Howrah, Chennai and Patna, 10 each for 

Prayagraj, Secunderabad and Jaipur and 11 for the Bengaluru cluster. 

 

https://indianrailways.gov.in/IndicativeRoutesfor12clusters.pdf
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IRCTC already has experience of running 3 Tejas trains (New Delhi-Lucknow, Mumbai-Ahmedabad and Varanasi-

Indore) which provides it a competitive edge amongst others. It plans to operate on an asset-light model and 

partner with another player for investing in rolling-stock or take it on lease. It has submitted RFQ for 11 of the 12 

clusters. We expect it to secure at least 1 cluster. We expect this business to start contributing to revenue from 

FY23-24 and to profitability from FY25 onwards. Importantly, this would provide stability in revenue for the Tourism 

segment.  

Tourism segment to be severely hit by the pandemic in FY21  

Given the severe impact of the pandemic, we expect the Tourism segment to be severely hit in FY21. While Tejas 

Trains (New Delhi-Lucknow and Mumbai-Ahmedabad) would restart operations from 17 October onwards, it would 

not be able to offset the impact in other sub-segment.    

Exhibit 27:  Tourism – revenue and EBIT margin trend 

 
Source: Company, IDBI Capital Research 
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Financials 

 A pause in FY21; Forecast sharp pick-up in growth for FY22/23E 
Given the impact of Covid-19 pandemic across most of its business segments, we forecast IRCTC’s revenue to dip by 
57% YoY to Rs9.7 bn in FY20. However, as discuss above, we expect pick-up in revenue for internet-ticketing, Rail 
Neer and catering segments we forecast FY22 revenue to surpass FY20 levels. Further, we forecast ~25% YoY growth 
in FY23E. We forecast this to result in FY22 consolidated EBIT of Rs8.2 bn vs. Rs6.7 bn in FY20 and  EPS of Rs41.9 vs. 
Rs33 in FY20. For FY23, we forecast EBIT/EPS growth of ~23% YoY.  
 

Exhibit 28:  Revenue growth trend Exhibit 29:  Revenue mix trend 

  
Source: Company, IDBI Capital Research Source: Company, IDBI Capital Research 

 

Exhibit 30:  EBIT margin trend (consolidated) Exhibit 31:  EBIT margin trend (segmental) 

  
Source: Company, IDBI Capital Research Source: Company, IDBI Capital Research 
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Exhibit 32:  EBIT margin trend and Net profit margin trend 

 
Source: Company, IDBI Capital Research 

 

Exhibit 33:  EPS growth trend 

 
Source: Company, IDBI Capital Research
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Exhibit 34:  Strong RoCE and RoE profile 

 
Source: Company, IDBI Capital Research 
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Key Risks 

 IRCTC's business is substantially dependent on Indian Railways; change in policies can have substantial impact: 

IRCTC is substantially dependent on the policies of the Ministry of Railways and operations of Indian Railways. As a 

CPSE and under the administrative control of the Ministry of Railways, its scope of services is primarily determined 

by the Ministry of Railways. At certain times in the past, the Government has made certain decisions that have 

adversely impacted IRCTC's performance. For example, the Ministry of Railways in 2016 removed the service charge 

of Rs20/ticket for non AC classes and Rs40/ticket for AC classes on online booking of railway tickets. This had a 

material adverse impact on IRCTC’s revenues. Any similar decisions by the Ministry of Railways in the future could 

adversely affect the company. Similarly, there has been change in the catering policy in the past. Such moves have 

risk to IRCTC's performance. 

 Higher impact of Covid-19 pandemic: Indian Railways has started resuming operations of the passenger trains 

partially. We have factored that normalization of passenger trains would happen in FY22. If there is an unforeseen 

circumstance of second wave of infections then it my impact operations of passenger trains. 

 Inefficient capital deployment: IRCTC has strong B/S (net cash) and has a strong FCF generating business model. 

Being a PSE there remains the risk of deployment in businesses/assets which do not have similar efficiencies. This 

could risk its B/S and FCF. However, such investments have not been done by the company in the past. 
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Peer Comparison 

Exhibit 35:  Internet ticketing – peers include domestic companies with digital platforms  

 
Unit FY20 FY21E FY22E FY23E 

Info Edge (FYE March) 
     

Revenue Rs mn 12,730 12,385 14,813 16,740 

EBIT Rs mn 3,310 3,979 5,036 6,238 

EBIT Margin (%) 26.0% 32.1% 34.0% 37.3% 

EV/Sales (x) 34 35 30 26 

EV/EBIT (x) 121 110 87 70 

P/E (x) 
 

118 93 76 

IndiaMART InterMESH (FYE March)
     

Revenue Rs mn 6,389 6,234 7,226 8,333 

EBIT Rs mn 2,150 2,284 2,282 2,589 

EBIT Margin (%) (%) 33.7% 36.6% 31.6% 31.1% 

EV/Sales (x) 21 22 19 16 

EV/EBIT (x) 92 55 55 48 

P/E (x) 143 63 62 53 
 

Source: Bloomberg, IDBI Capital Research 

 

  



  

 

 IRCTC | Initiating Coverage 

  27 

Exhibit 36:  Internet ticketing & Tourism – International Flight/hotel/cabs booking, tours and packages providers 

  Unit CY19 CY20 CY21 CY22 

Booking.com (FYE Dec)         

Revenue US$ bn 15.0 7.6 11.4 14.4 

EBIT US$ bn 5.4 0.9 3.9 5.7 

EBIT Margin (%) % 35.9% 12.0% 33.9% 39.2% 

EV/Sales (x) 6.5 9.6 6.4 5.1 

EV/EBIT (x) 26.6 80.3 18.8 12.9 

P/E (x) 30 92 27 18 

Expedia Group (FYE Dec) 
    

Revenue US$ bn 12.06 5.6 8.2 10.6 

EBIT US$ bn 0.9 -0.935 0.685 1.38 

EBIT Margin (%) % 7.5% -16.7% 8.4% 13.0%

EV/Sales (x) 2.2 3.6 2.5 1.9 

EV/EBIT (x) - - 22.2 12.2 

P/E (x) - - 81.9 19.2 

MakeMyTrip (FYE March) 
    

Revenue US$ bn 0.723 0.246 0.624 0.802 

EBIT US$ bn -0.069 -0.119 -0.063 0.002 

EBIT Margin (%) % -9.5% -48.4% -10.1% 0.2% 

EV/Sales (x) 4.48 6.8 2.7 2.1 

EV/EBIT (x) - - - 112 

P/E (x) - - - - 
 

Source: Bloomberg, IDBI Capital Research 
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Exhibit 37:  Catering – Domestic QSR companies  

  Unit FY20 FY21E FY22E FY23E 

Jubilant Foodworks (FYE March) 
 

        

Revenue Rs mn 39,273 33,951 45,223 52,750 

EBIT Rs mn 5,690 4,606 7,070 9,419 

EBIT Margin  (%) 14.5% 13.6% 15.6% 17.9% 

EV/Sales (x) 8.0 9.2 6.9 5.9 

EV/EBIT (x) 60 68 44 33 

P/E (x) 102 127 62 51 

Westlife Development (FYE March) 
 

        

Revenue Rs mn 15,478 10,917 16,758 19,997 

EBIT Rs mn 720 -664 868 1,249 

EBIT Margin (%) (%) 4.7% -6.1% 5.2% 6.2% 

EV/Sales (x) 4.5 6.3 4.1 3.5 

EV/EBIT (x) 91 - 80 55 

P/E (x) 576 - 107 79 
 

Source: Bloomberg, IDBI Capital Research 

 

Exhibit 38:  Railneer – Domestic franchisee of Pepsico 

  Unit CY19 CY20E CY21E CY22E 

Varun Beverages (FYE Dec) 
 

       

Revenue Rs mn 72,485 61,857 83,914 94,202 

EBIT Rs mn 10,200 5,928 12,065 14,430 

EBIT Margin (%) (%) 14.1% 9.6% 14.4% 15.3% 

EV/Sales (x) 3.4 3.4 2.5 2.2 

EV/EBIT (x) 37.3 35.7 17.5 14.7 

P/E (x) 41 76 28 22 
 

Source: Bloomberg, IDBI Capital Research 
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Valuation 

Initiate coverage on IRCTC with TP of Rs1,800 based on PER of 35x FY23E  

We have looked at 3 methods of valuing IRCTC – 1) one-year forward PER, 2) Sum-of-the-parts and 3) DCF.  

We believe that PER is the best method of valuing IRCTC as it would best capture the improvement in revenue and 

profitability in FY23. We also believe that 1 year is a reasonable period to capture the valuation which the market is 

willing to assign to a stock. Since is listing on 14 October, 2020, IRCTC has traded at one-year forward PER range 32x-

131x and median one-year forward PER of 61x. However, this captures subdued earnings for FY21E impacted by the 

Covid-19 pandemic. We assign PER of 35x on FY23E and arrive at our TP of Rs1,800.  

Exhibit 39:  Fair value – across Base-Bull-Bear case scenario 

 

Source: Bloomberg, IDBI Capital Research 

 

  

0

500

1,000

1,500

2,000

2,500

O
ct

-1
9

O
ct

-1
9

N
o

v-
1

9

N
o

v-
1

9

D
ec

-1
9

D
ec

-1
9

Ja
n

-2
0

Ja
n

-2
0

Fe
b

-2
0

Fe
b

-2
0

M
ar

-2
0

M
ar

-2
0

M
ar

-2
0

A
p

r-
2

0

A
p

r-
2

0

M
ay

-2
0

M
ay

-2
0

Ju
n

-2
0

Ju
n

-2
0

Ju
l-

2
0

Ju
l-

2
0

A
u

g-
2

0

A
u

g-
2

0

A
u

g-
2

0

Se
p

-2
0

Se
p

-2
0

(R
s)

30x 45x 60x 75x



  

 

 IRCTC | Initiating Coverage 

  30 

Exhibit 40:  SOTP methodology 

 
Method Multiple Net profit Mcap Share 

Internet ticketing PER 35 6,070 2,12,465 78.6% 

Catering PER 34 1,262 42,919 15.9% 

Tourism PER 16 180 2,883 1.1% 

Railneer PER 17 712 12,100 4.5% 

      

M-CAP Rs mn 
  

2,70,366 
 

BSO mn 
  

160 
 

Fair value Rs 
  

1,690 
  

Source: Bloomberg, IDBI Capital Research 
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Exhibit 41:  DCF methodology 

 

NPV Of FCF 75,518 Share 30.3% 

Terminal Value 4,11,609   

PV Of TV 1,73,868 Share 69.7% 

Total Value 2,49,386   

Less: Net Debt (Y/E) (9,783) (Incudes operational cash) 

Equity Value 2,59,169   

No. Of Shares O/S (mn) 160   

Equity Value (Rs) 1,620   

  
  

 DCF Assumptions  
 

  

 Risk Free Rate  6.0%   

 Risk Premium 3.0%   

 Beta  1   

 Cost Of Equity  9.0%   

 Cost Of Debt  10.0%   

 Post Tax Cost Of Debt  7.5%   

 Average Debt:Equity Ratio  0.0%   

 WACC  9.0%   

 Terminal Growth Rate  5.0%   
 

FYE March (Rs mn) FY22E FY23E FY24E FY25E FY26E FY27E FY28E FY29E FY30E FY31E 

EBIT 9,589 11,788 12,719 14,539 15,847 16,632 17,005 17,677 17,812 18,339 

Less: Taxes -2,258 -2,769 -2,972 -3,416 -3,777 -4,055 -4,227 -4,478 -4,601 -4,813 

NOPLAT 7,331 9,019 9,747 11,122 12,070 12,578 12,778 13,200 13,211 13,526 

Add: Depreciation 737 860 925 1,641 1,678 1,715 1,752 1,789 1,968 2,006 

Add: Change In WC 2750 1776 1650 1068 698 592 533 538 511 538 

Less: Capex -3220 -1290 -690 -7531 -390 -390 -390 -390 -1890 -390 

FCF 7,598 10,365 11,632 6,300 14,055 14,494 14,673 15,137 13,800 15,680 

YoY 797.1% 36.4% 12.2% -45.8% 123.1% 3.1% 1.2% 3.2% -8.8% 13.6% 

Source: Bloomberg, IDBI Capital Research 
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Exhibit 42: Key Managerial Personnel 

Name Designation Background

 

Shri. M.P. Mall Chairman & Managing director  Shri. Mahendra Pratap Mall is an Indian Railway Accounts Officer (1984 batch). He has more 
than 30 years of work experience in administrative services in Indian railways and has also 
served in Ministry of Urban development. Shri Mall joined IRCTC in 2007 as Group General 
Manager/Finance and after a short stint of about 3 years in the Ministry of Railways as 
Executive Director, he joined back IRCTC as Director/Finance in January 2013. He was 
appointed as Chairman and Managing Director in September-2017. 

 

Smt Rajni Hasija Director (Tourism & Marketing) Smt Rajni Hasija has worked in various managerial capacities in the field of IT, marketing, 
operations and planning for the Indian Railways over the last 30 years.  She holds a master’s 
and bachelor’s degree from University of Delhi. She joined IRCTC in the capacity of Group 
General Manager handling IT business segment and also overall in-charge of an entire zone. 
Smt. Hasija had a pioneering role in the inception and development of the internet ticketing 
site of railways ‘www.irctc.co.in’. She has been on the board of IRCTC since May-18. 

 

Mr Ajit Kumar Director (Finance) Mr Ajit Kumar, an Indian Railway Account Service (IRAS) officer of 1989 batch has vast 
experience in different organisations of railways as well as outside. He was a Member of 
Finance/Rail Land Development Authority (RLDA) and Board member of Indian Railways 
Station Development Corporation (IRSDC). He has also served as Director/Finance accounts 
in NMDC. Before joining IRCTC, he was posted as Financial Advisor & Chief Accounting officer 
in Indian Railways. 

 

Mr. Ajai Srivastava Group General Manager (Finance) Mr. Ajai Srivastava is an Indian Railway Accounts Service (IRAS) officer. He holds a bachelor’s 
degree in science from University of Gorakhpur. Prior to joining IRCTC in February 2016, he 
was working with North Eastern Railways.  

 

Mrs Suman Kalra Company Secretary & Compliance Officer Mrs. Suman Kalra is a qualified Company Secretary from the Institute of Company Secretaries 
of India. She joined IRCTC in November 2013 prior to which she was working with Rail Vikas 
Nigam Limited. 

 

Source: Company, IDBI Capital Market Research 
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Financial Summary 

 

  

Profit & Loss Account  (Rs mn) 

Year-end: March FY20 FY21E FY22E FY23E

Net sales 22,755   9,720  23,774  29,640  

Growth (%)  21.7   (57.3) 144.6   24.7  

Operating expenses (15,621)  (7,002) (14,874) (18,696)

EBITDA  7,134   2,718   8,900  10,944  

Growth (%) 86.2 -61.9 227.5 23.0

Depreciation (399) (431) (737) (860)

EBIT  6,735   2,287   8,163  10,084  

Interest paid  (73)  (76)  (76)  (84)

Other income 781  546  873  989  

Pre-tax profit  7,454   2,756   8,959  10,989  

Tax   (2,168) (694)  (2,258)  (2,769)

Effective tax rate (%) 29.1  25.2  25.2  25.2  

Minority Interest  -   -   -   -  

Net profit  5,286   2,061   6,702   8,220  

Exceptional items  11   -   -   -  

Adjusted net profit  5,275   2,061   6,702   8,220  

Growth (%)  94.5   (60.9) 225.1   22.7  

Shares o/s (mn nos)  160   160   160   160  

 

 

Cash Flow Statement (Rs mn) 

Year-end: March FY20 FY21E FY22E FY23E FY19 FY20E FY21E 

Pre-tax profit 7,454 2,756 8,959 10,989 

Depreciation 190  431  737   860  

Tax paid  (2,008) (694)  (2,258)  (2,769) 

Chg in working capital  1,224   (5,398)  6,719   2,732  

Other operating activities  (2,881)  5,274   (4,088)  (670) 

Cash flow from  

operations (a) 
 3,978   2,368  10,070  11,142  

Capital expenditure (4) (768)  (3,220)  (1,290) 

Chg in investments  -   -   -   -  

Other investing activities  -   -   -   -  

Cash flow from  

investing (b) 
(4) (768)  (3,220)  (1,290) 

Equity raised/(repaid)  -   -   -   -  

Debt raised/(repaid)  -   -   -   -  

Dividend (incl. tax)  (2,410)  (1,600)  (3,040)  (3,680) 

Chg in minorities  -   -   -   -  

Other financing activities  -   -   -   -  

Cash flow from  

financing (c) 
 (2,410)  (1,600)  (3,040)  (3,680) 

Net chg in cash (a+b+c)  1,564  0   3,810   6,172  
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  Balance Sheet (Rs mn) 

Year-end: March FY20 FY21E FY22E FY23E 

Net fixed assets  1,764   2,101   4,584   5,014  

Investments 0  0  0  0  

Other non-curr assets  2,154   1,190   1,309   1,023  

Current assets 28,580  19,636  31,983  41,096  

Inventories  98   40   98  122  

Sundry Debtors  7,894   3,382   7,816   9,745  

Cash and Bank 12,964  12,965  16,774  22,946  

Loans and advances 119   53  130  162  

Total assets 32,498  22,926  37,875  47,132  

a         

Shareholders’ funds 13,278  13,740  17,401  21,941  

Share capital  1,600   1,600   1,600   1,600  

Reserves & surplus 11,678  12,140  15,801  20,341  

Total Debt  -   -   -   -  

Secured loans  -   -   -   -  

Unsecured loans  -   -   -   -  

Other liabilities  1,357   1,357   1,357   1,357  

Curr Liab & prov 17,863   7,829  19,117  23,834  

Current liabilities 17,552   7,510  18,368  22,900  

Provisions 311  320  749  934  

Total liabilities 19,220   9,187  20,474  25,191  

Total equity & liabilities 32,498  22,926  37,875  47,132  

Book Value (Rs) 83 86 109 137 

Source: Company; IDBI Capital Research 

 

Financial Ratios 

Year-end: March FY20 FY21E FY22E FY23E 

Adj. EPS (Rs) 33.0  12.9  41.9  51.4  

Adj. EPS growth (%) 94.5  (60.9) 225.1  22.7  

EBITDA margin (%) 31.4  28.0  37.4  36.9  

Pre-tax margin (%) 32.8 28.4 37.7 37.1 

ROE (%) 44.0  15.3  43.0  41.8  

ROCE (%) 51.8  15.4  48.2  48.0  

Turnover & Leverage ratios (x)        

Asset turnover (x) 0.8  0.4  0.8  0.7  

Leverage factor (x) 2.4  2.1  2.0  2.2  

Net margin (%) 23.2  21.2  28.2  27.7  

Net Debt/Equity (x) (1.0) (0.9) (1.0) (1.0) 

Working Capital & Liquidity ratio        

Inventory days 2 2 2 2 

Receivable days 127 127 120 120 

Payable days 40 37 59 59 

Valuation 

Year-end: March FY20 FY21E FY22E FY23E 

P/E (x) 40.5 103.6 31.9 26.0 

Price / Book value (x) 16.1 15.5 12.3 9.7 

PCE (x) 37.6 85.7 28.7 23.5 

EV / Net sales (x) 8.8 20.6 8.3 6.4 

EV / EBITDA (x) 28.1 73.8 22.1 17.4 

Dividend Yield (%) 0.9 0.7 1.4 1.7 
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