
Canara Bank Securities Ltd 
A WHOLLY OWNED SUBSIDIARY OF CANARA BANK 

IRCTC LIMITED  
IPO Note 

Date: 27.09.2019 

 

C
an

ar
a 

B
an

k 
Se

cu
ri

ti
e

s 
Lt

d
 

About Company 
 
 
 
 
 
 
 
Indian Railway Catering and Tourism Corporation Limited 
(“IRCTC”), a government Mini Ratna-1 company incorporated un-
der the Companies Act, 1956 on 27th September 1999. The compa-
ny operates in 4 business segments namely, Internet Ticketing, 
Catering, Packaged Drinking Water under the “Rail Neer” brand, 
and Travel and Tourism. IRCTC is the only entity authorized by Indi-
an Railways to provide catering services to railways, online railway 
tickets and packaged drinking water at railway stations and trains 
in India. The company website (www.irctc.co.in) is one of the most 
transacted websites in the Asia-Pacific region. As on 31st Aug 2019, 
around 1.40 million travelled on Indian Railways and in the last five 
months ended on 30th Aug, nearly 15 to 18 million transactions 
were placed per month through the website. The average transac-
tion volume was around 28 million.  
 
With a specific objective to build a “one stop solution” for custom-
ers, the company has also  diversified into other businesses seg-
ments, including non-railway catering and services such as     e-
catering, executive lounges and budget hotels. IRCTC launched i-
Pay payment gateway to manage domestic debit/credit transac-
tions in October 2018. The company is working on technical capa-
bilities and operational utility of the gateway to use it in additional 
market segments. IRCTC is also venturing as Private train operator 
with 2 pilot projects scheduled in 1st week of October. The compa-
ny has given full freedom to determine the trains’ fares and facili-
ties based on the demand. IRCTC has decided to restore service 
charges on online train ticket booking from September 2019, which 
was suspended as per the Government directives after demoneti-
sation.  
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Issue details 

Price Band (in `per share) 315-320 

Issue size (in ` Crore) 627.88-637.96 

Total number of shares (lakhs) 201.60 

Issue open date 30/09/2019 

Issue close date 03/10/2019 

Tentative date of Allotment 09/10/2019 

Tentative date of Listing 14/10/2019 

Offer Allocation QIB-50 %, Retail—
35%, NII-15%  

No. of shares for retail investors 
(10%) (lakhs) 

70.00 

No. of shares for Eligible Employ-
ees (lakhs) 

1.60 

Minimum order quantity  40 

Face value (in `) 10 

Retail and Eligible Employees       
Discount (in `) 

10 

Effective Price Band for Retail & 
Employee (in `per share) 

305-310 

Amount for retail investors                 
(1 lot) 

12200-12400 

Maximum number of shares for 
Retail investors at lower Band 

640(16 Lots) 

Maximum number of shares for 
Retail investors at upper band 

640(16 Lots) 

Maximum amount for retail  inves-
tors  at  lower Band-  upper  band 
(in `) 

195200-198400 

Exchanges to be listed on BSE, NSE 

 

• President of India acting through the Ministry of Railways. 
 

 
The objects of the Issue are:  
 

 To carry out the disinvestment of up to 20,160,000 Equity Shares, including Employee Reservation Portion, by the Selling Share-
holder constituting 12.60% of Company’s Pre-Offer paid up Equity Share capital  

 To achieve the benefits of listing the Equity Shares on the Stock Exchanges. 

Promoters 

Objective of the Offer 
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Huge Investments in Railways sector over the next three years (FY19-FY21): The Government has announced a planned outlay of 
Rs 1.59 trillion for the railways in the Interim Union Budget 2020, 14% higher than the preceding year's revised estimate of Rs 1.39 
trillion, thus driving investment in the sector. About 41% of the planned outlay is expected to be financed through budgetary sup-
port, and the remaining through internal sources and market borrowings/institutional finance. 
 
 
Key government initiatives for tourism industry:  World Travel & Tourism Council (WTTC) expects the direct contribution of India’s 
travel and tourism industry to GDP to grow by 12% and reach Rs 11.7 trillion in fiscal 2024, driven by factors such as improved con-
nectivity and affordability of air and rail travel, government policy initiatives for promoting domestic tourism, growing convenience 
of online travel bookings, and higher exposure to unexplored domestic and foreign tourist destinations due to social media.    
 
According to the United Nations World Tourism Organization UNWTO tourism highlights 2018, South Asia recorded about 6% in-
crease in international tourist arrivals in 2017. India drove the regions’ performance by about 7% growth in international tourists 
making India the top destination in South Asia. The MoT has undertaken several key initiatives to promote tourism in the country, at 
a national as well as global level. Augmenting tourism infrastructure, easing of visa regime, assurance of quality standards in ser-
vices of tourism service providers, projecting the country as a 365 days’ tourist destination, promoting tourism in a sustainable man-
ner, etc. are some of the areas which MoT is working upon to increase and facilitate tourism in India. 
 
 
India’s rising internet penetration: India has witnessed a drastic surge in internet users over the past few years with internet pene-
tration as a percentage of total population crossing 49.9% as of fiscal 2019. CRISIL Research expects the total number of internet 
subscribers in the country to reach more than 1000 million by fiscal 2024 resulting in 62% internet penetration, out of which more 
than 96% will be wireless broadband users.  
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Canara Bank Securities Ltd  

Industry Review  

Brief Financials  (Restated Financial Statement) 

Particulars (Rs. Cr) FY19 FY18 FY17 

Share Capital ^ 160.00 40.00 40.00 

Revenue from Operation 1867.88 1470.46 1535.39 

EBIDTA 398.98 319.07 330.12 

EBIDTA (%) 21.36 21.70 21.50 

PBT 429.96 345.63 355.07 

PAT 272.60 220.62 229.08 

PAT as % to revenue 14.59 15.00 14.92 

Basic EPS(Rs.) 17.04 13.79 14.32 

Net Asset Value 65.18 59.66 49.16 

P/E* 18.78 23.21 22.35 

P/B* 4.91 5.36 6.51 

  * Calculated at the upper band 

^ Increase in equity share capital due to the Bonus issue 
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Robust growth in E-booking industry: E-booking refers to online bookings, which are typically done over the internet by using lap-
tops, desktops, tablets and mobiles. Offline bookings include bookings made through phone calls, and walk-ins. Indian Railway Ca-
tering and Tourism Corporation (IRCTC) launched its rail e-booking services in 2002, which helped the rail booking segment gain 
significant ground in e-booking penetration. IRCTC is the only entity authorized to provide rail e-booking facility, with other OTAs 
routing their rail e-booking transactions through IRCTC’s booking engine. Between fiscals 2014 and 2019, online rail bookings have 
registered a ~12.5% CAGR to reach ~284 million, with e-booking penetration rising to 68-70% in fiscal 2019. Indian booking industry 
currently estimated at ₹ 2,335-2,355 bn Indian e-booking industry to grow at 16-18% CAGR from fiscals 2019 to 2024. 
 
IRCTC has resumed conveyance charges from September 2019. The charges are Rs 15 per ticket for non-AC and Rs 30 for AC classes. 
This is going to fetch good revenues to the company going forward. 
 
Catering Services- Substantial and growing business: Catering is the main business vertical of the company and contributes around 
55% of the total revenue. IRCTC has started catering business since 2003 after taking partial charge from Indian Railways. Subse-
quently Catering Policy 2017 has given entire catering services on mobile units having pantry car services from Indian Railways and 
also part of static catering services.  
 
IRCTC catering services are classified into 3 categories namely: 

• Mobile Catering: Mobile catering refers to catering services provided to rail travellers aboard a train, through a pantry car. The 
company extends its services in ~350 trains like Rajdhani, Shatabadi, Duronto, Gatiman, Tejas, Vande Bharat trains. As per Ca-
tering Policy 2017, all pantry car services were reassigned to IRCTC with the license fee sharing ratio at 40:60 and the majority 
of food production and services were unbundled. IRCTC is planning to roll out at least 10 new pantry cars in Fiscal 2020 once 
the design is approved by Indian Railways. 

 

• Static Catering: Static catering refers to catering services offered to patrons at static units at railway establishments located at 
railway stations across the country which includes Jan Ahars, Cell Kitchens, Refreshment Rooms, Food Plazas, Fast Food Units, 
and Food Courts. There are 530 static units operated by IRCTC as of August 31 2019. 

 

• E-Catering: E-catering is an online food ordering service, launched by IRCTC in September 2014, that allows rail travelers, who 
are willing to pay higher prices for variety in food options, to order food items from partner restaurants approved by IRCTC. The 
partner restaurants are selected through a tendering process and pay IRCTC 12% flat commission of the order value for every 
order received. E-Catering services are showing good traction and likely to grow at 13-14% due to addition of new partner res-
taurants, ease of on-seat food delivery and growing preference of travelers. Average meals booked per day was around 1 in 
October 2014, steadily growing to ~8,500 in July 2018, and further up to 19,847 meals in July 2019. As of July 2019, e-catering 
services had ~700 partner restaurants listed on its portal. During 2015-19, revenue from e-catering services grew at a ~609% 
CAGR, reaching Rs ~402 million in fiscal 2019 from Rs ~0.2 million in fiscal 2015  

 
IRCTC’s catering revenues is expected to grow at 7.5-8.5% CAGR between fiscals 2019 and 2024 to reach Rs 14.5-15.5 billion in fiscal 
2024. The following are the key drivers: 

 Likely increase in passenger traffic due to addition of new non-suburban trains i.e. long-distance trains  

 Rising affordability and variety of food items available in catering services  

 Increasing coverage of catering services through addition of base kitchens and static catering units  
 
Emerging Train Travel Business: IRCTC has been mandated by the Indian Railways to provide tourism and travel related services. 
The various tourism services offered by them include Luxury Train Tours Maharajas’ Express, Buddhist Circuit Special Train, Bharat 
Darshan Special Tourist Trains, Theme based tourist trains, Rail Tour Packages, international and domestic air packages, land tour 
packages, hotel booking, car rental, LTC tours and event management. Presently State Special Trains contribute 67.50 % of total 
train travel business of Rs 299.4 crores as of FY19. 
 
Foreign tourist arrivals (FTAs) registered on-year growth of 5% to reach 10.5 million in 2018, with FTAs on evisa continuing its strong 
growth at 39% on-year, reaching 2.37 million in 2018 from 1.7 million in 2017. As per the CRISIL research the FTAs are going to rise 
to 17.1 million by FY23. At a global level, India has been consolidating its position as a tourism destination. As per the Travel & Tour-
ism Competitiveness Index 2017 of the World Economic Forum, India figured in the list of ‘Most improved countries in the travel 
and tourism competitiveness Index 2017 gaining 12 places to reach the 40th position globally in 2017 from 52nd in 2015. 
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Canara Bank Securities Ltd  

Company Review & Competitive Strengths 
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Packaged Drinking Water (PDW): Packaged Drinking Water (PDW), also called bottled water operates in 3 models namely 
Standalone manufacturing, Contract manufacturing, Franchisee operations. As of fiscal 2019, the share of organised segment in the 
PDW market is 60-65%. Strong growth in organised players for the past five years due to growing health awareness and improved 
availability of packaged drinking water. Organised packaged drinking water market likely to reach 185 billions by FY24 from 85 bil-
lion as of FY19E. With IRCTC (Rail Neer) being provided a monopoly to market bottled water at all Railway establishments; it has 
been fast expanding its presence across Pan-India to supply at all Railway stations. With a significant step up in investments by 
IRCTC through PPP model and Semi-PPP model, Rail Neer is expected to increase the production even to cover the non-railway mar-
ket. The Railway establishment market size is expected to grow to Rs 10 Billion from Rs 8.5 Billion as of FY19E as per CRISIL research.  
 

Dependency on Ministry of Railways: The company entire business model and revenue streams are depending on the Ministry of 
Railways and Operations of Railways. Charges, facilities on various services and products may undergo review by the Ministry of 
Railways at any point of time. For example, the Ministry of Railways in 2016 removed the charges levied on passengers booking rail-
way tickets online as service charge at rates of ₹20 per ticket for non-AC classes and ₹40 per ticket for AC classes. Presently IRCTC is 
the sole provider of online railway ticketing, catering services, and packaged drinking water for trains and stations. However, Minis-
try of Railways may permit more competition in mobile or static catering, packaged drinking water or another area in which IRCTC 
currently have a monopoly position. 
 
Failure in Technology upgradation or operations: IRCTC runs one of the biggest online ticket servicing portals. Thus, continuous 
upgradation of technology to improve interface is essential to provide customers enhanced services, features and functionality, 
while maintaining the reliability and integrity of systems and infrastructure in a cost-effective manner. Any failure in doing so may 
result in reputation loss. Moreover, the company handles huge database of Customers personal information and secure financial 
transactions. Any deviation or leakage of information may lead to litigation, liability and reputational loss. 
 
Regulatory risk: The principal packaging materials used by the company for packaged drinking water include preforms for PET 
bottles, shrinkwrap films, plastic closures and labels. Environmentalists have long discouraged the use of plastic products as plastic is 
not biodegradable and is considered environmentally unfriendly. Change in the Government stand on PET bottles may adversely 
affect the business. Moreover, Water vending Machines are getting traction these days. Any other alternative modes of drinking 
water may affect the business dynamics of the company. 
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 Canara Bank Securities Ltd  

Risk Factors 
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There are no listed companies in India which are engaged in the same line of business and comparable to IRCTC’s scale of opera-
tions, hence comparison with industry peers are not applicable. 

 
 
 
 

 

IRCTC is totally debt free & cash rich company. Thus, there is no rating available for this company. 
 
 
 

IRCTC Ltd has been showing stable performance with huge untapped potential. Recently, Finance Ministry has reduced corporate 
tax which would likely to improve NET Profit margin from present 13.93% to ~16.4 % resulting around 18% increase in EPS. In addi-
tion, restored conveyance fees w.e.f September 2019 is going to reflect from FY20 financials. Apart from that, the company has tak-
en many profitable initiatives (first private train starting from October-2019, advertising bids, proposed 10 Rail Neer plants, rede-
signing Panty CAR, etc.) may generate positive cash flows.  
 
For the last three fiscals the company has posted an average EPS of ₹15.50 and an average RoNW of 25.63%. It followed liberal divi-
dend policy, for last three-year average dividend pay-outs is around 40%. Issue is priced at P/E of 18.33 and P/BV of 4.91 (on upper 
price band) on the basis of its EPS of ₹17.04 and NAV of ₹65.18 as of FY19 respectively. Thus offer price appears to be attractive, 
considering its Exclusive rights over business model. We believe a good upside potential in the long term. One may subscribe to the 
IPO for listing as well as long term gains. 
 
Sources: Company Website and red herring prospectus 
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Peer Comparison 

Our Views 

Credit Rating 
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Disclosures and Disclaimers 
 

 
CANARA BANK SECURITIES LTD (CBSL), a wholly owned subsidiary of CANARA BANK, is a SEBI registered intermediary offering broking services to its institu-
tional and retail clients; we also run a proprietary trading desk. CBSL is member of BSE & NSE. We are registered as RESEARCH ANALYST under SEBI 
(INH000001253).  CBSL or its associates do not have an investment banking business. Hence, they do not manage or co mange any public issue. Neither CBSL nor 
its associates, neither the research analysts nor their associates (i) have any financial interest in the company which is the subject matter of this research report (ii) 
holds ownership of one percent or more in the securities of subject company (iii) have any material conflict of interest at the end of the month immediately preceding 
the date of publication of the research report OR date of the public appearance (iv) have received any compensation from the subject company in the past twelve 
months  (v) have received any compensation for investment banking merchant banking or brokerage services from the subject company in the past twelve months 
(vi) have received any compensation for any other product or services from the subject company in the past twelve months (vii) have received any compensation or 
other benefits from the subject company or third party in connection with the research report. (viii) Research Analyst involved in the preparation of Research report 
discloses that he /she has not served as an officer, director, or employee of subject company (ix) is involved in market making activity of the company. 
 
We shall adhere to SEBI guidelines from time to time.   
 
We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those made 
in this report. We may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other are-
as, units, groups or affiliates of CBSL. The Research Desk does not solicit any action based on the material contained herein. It is for the general information of the 
clients / prospective clients of CBSL. CBSL will not treat recipients as clients by virtue of their receiving the research report.  It does not constitute a personal recom-
mendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients. Similarly, the Research Desk does 
not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person who may receive it. The secu-
rities discussed in the report may not be suitable for all investors. The appropriateness of a particular investment or strategy will depend on an investor's individual 
circumstances and objectives. Persons who may receive the research report should consider and independently evaluate whether it is suitable for his/ her/their par-
ticular circumstances and, if necessary, seek professional/financial advice. And such person shall be responsible for conducting his/her/their own investigation and 
analysis of the information contained or referred to in the research report and of evaluating the merits and risks involved in the securities forming the subject matter 
of the reports. All projections and forecasts in research reports have been prepared by our research team.  
 
The client should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by CBSL For these reasons; The client 
should only consider the projections and forecasts described in the research reports after carefully evaluating all of the information in the report, including the as-
sumptions underlying such projections and forecasts. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of origi-
nal capital may occur. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to 
change without notice. We do not provide tax advice to our clients, and all investors are strongly advised to consult regarding any potential investment. CBSL or its 
research team involved in the preparation of the research reports, accept no liabilities for any loss or damage of any kind arising out of the use of these reports. The 
technical levels and trend etc mentioned in our reports are purely based on some technical charts/levels plotted by software used by us and these charts/levels are 
believed to be reliable. No representation or warranty, express or implied is made that it is accurate or complete. The recommendation expressed in the reports may 
be subject to change. The recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible 
media and should not be reproduced, transmitted or published by the recipient. This research reports are for the use and consumption of the recipient only. This 
publication may not be distributed to the public used by the public media without the express written consent of CBSL. The Research reports or any portion hereof 
may not be printed, sold or distributed without the written consent of CBSL. The research report is strictly confidential and is being furnished to client solely for cli-
ent’s information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The opinions and projections 
expressed herein are entirely based on certain assumptions & calculations and are given as part of the normal research activity of CBSL and are given as of this 
date and may be subject to change. Any opinion estimate or projection herein constitutes a view as of the date of this report and there can be no assurance that 
future results or events will be consistent with any such opinions, estimate or projection. The report has not been prepared by or in conjunction with or on behalf of or 
at the instigation of, or by arrangement with the company or any of its directors or any other person. Any opinions and projections contained herein are entirely 
based on certain assumptions and calculations. None of the directors of the company or any other persons in the research team accepts any liability whatsoever for 
any loss arising from any use of the research report or its contents or otherwise arising in connection therewith. The information contained herein is not intended for 
publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is 
prohibited unless otherwise expressly authorized. Please ensure that the client has read “Risk Disclosure Document for Capital Market and Derivatives Segments” 
as prescribed by Securities and Exchange Board of India (SEBI) before investing in Securities Market. Please remember that investment in stock market is subject to 
market risk and investors/traders need to do study before taking any position in the market. 
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