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Teamlease is one of India’s leading providers of human resource services in
the organized segment delivering a broad range of human resource services
to various industries including consumer durables, chemicals, manufacturing,
media and telecom, retail, BFSI, e‐commerce, pharmaceuticals and
healthcare sectors. Its staffing business is the main source of revenue which
accounts for 98.8% while HR services accounts for the balance. The company
has a market share of ~5% in terms of Associate Employees, and had 1,04,946
Associate Employees engaged mostly in sales, logistics and customer service
functions. The company has currently 1,252 clients with 93.21% of total
revenues coming from repeat customers. Five of the top ten clients by
revenue in FY15 have been with TeamLease for a term exceeding six years.
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The flexi‐staffing industry in India as of FY14 was ~Rs. 180‐220bn and is
expected to be ~Rs. 610‐640bn with CAGR of ~25‐30% by FY19. The company
plans to enter the growing sectors by identifying and completing acquisitions
to improve operational synergies, acquire new clients or enter new sectors.
Moreover, their focus on regulatory compliance gives a significant
competitive advantage with most of the larger clients shifting to organized
service providers to comply with applicable regulations.

Diversification of service offerings to boost margins
Traditionally, Teamlease has been sector agnostic and focused on providing
low margin temporary staffing solutions for sales, logistics and customer
service functions. Its high margin HR services business contributes a very
small portion of company’s overall revenue. It intends to provide specialized
service offerings in service sectors such as IT, hospitality and healthcare,
which will result in elevated margins. Also, the company aims to strengthen
its operations by hiring operations staff to support the growth in new
verticals and service offerings.

Valuations
At the upper band of issue, the stock is priced at 53x FY16E P/E and 0.5x
EV/sales. This is at a significant premium to its global peers such as Randstad,
Adecco, Kelly services which have a much superior margin profile. ROE and
ROCE is at 23% and 21.6% respectively. Despite the anticipated double digit
growth in topline, we do not expect the profitability to improve significantly
in the near term; we are neutral on the issue.
Financial Highlights

February 2, 2016

Y/e 31 Mar (Rs cr)
Turnover (net)
EBIDTA (excl other income)*
EBITDA Margin (%)
Net profit
Net Profit Margin (%)
EPS (Rs)

FY12
926
(21)
(2.2)
(17)
(1.8)
(10.8)

FY13
1,251
(11)
(0.9)
(4)
(0.3)
(2.4)

FY14
1,530
12
0.8
18
1.2
11.6

FY15
2,007
24
1.2
30
1.5
19.4

H1 FY16
1,210
11
0.9
11
0.9
7.2

Source: RHP, India Infoline Research, * EBIDTA – Earnings before interest, depreciation, tax and amortization
This report is published by IIFL ‘India Private Clients’ research desk. IIFL has other business units with independent research teams separated by 'Chinese walls' catering to different sets of
customers having varying objectives, risk profiles, investment horizon, etc. The views and opinions expressed in this document may at times be contrary in terms of rating, target prices,
estimates and views on sectors and markets… (Read the complete disclaimer at the back of this report)

TeamLease Services Ltd
Company Background
Teamlease is one of India’s leading providers of human resource services in
the organized segment delivering a broad range of human resource services
to various industries. The company delivers a broad range of human resource
services to various industries and diverse functional roles across India to
meet the needs of small and large business clients as well as those of
qualified job seekers or “Associate Employees”. Its services span the entire
supply chain of human resources in India, covering aspects of employment,
employability and education. The employment services include temporary
staffing solutions, permanent recruitment services and regulatory
consultancy for labor law compliance; whereas the employability offerings
include different types of learning and training solutions, including retail
learning solutions, institutional learning solutions and enterprise learning
solutions.
TeamLease has provided employment to approximately 1.12 million
Associate Employees since 2002. . The company has a market share of ~5% in
terms of Associate Employees, and had 1,04,946 Associate Employees
engaged mostly in sales, logistics and customer service functions. Its staffing
business is the main source of revenue which accounts for 98.8% while HR
services accounts for the balance. The company has currently 1,252 clients
with 93.21% of total revenues coming from repeat customers. Five of the top
ten clients by revenue in FY15 have been with TeamLease for a term
exceeding six years.
Business segment

TeamLease
Services Ltd.

HR Services
(1.2%)








Staffing Services
(98.8%)

Apprenticeship
TeamLease Skill University
Permanent Recruitment.
Regulatory Compliance Consulting.
Retail Learning Solutions.
Institutional Learning Solutions .
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TeamLease Services Ltd
Objects of the issue
The issue comprises of Offer for Sale and Fresh Issue.
The objects of the Fresh Issue are
 Funding existing and incremental working capital requirements;
 Acquisitions and other strategic initiatives;
 Upgradation of the existing IT infrastructure; and
 General corporate purposes
Offer for Sale
The company will not receive any proceeds from the Offer for Sale.

Issue details
Funding existing and incremental working capital requirements
Acquisitions and other strategic initiatives
Upgradation of the existing IT infrastructure
General corporate purposes
Total Net Proceeds of the Issue

Rscr
80
25
15
*
*

Source: RHP, India Infoline Research

Valuations
High quality management team with deep extensive market and industry
expertise has helped Teamlease to consistently improve its revenue over the
last five years. During FY11‐15, Teamlease registered revenue CAGR of 31%
on the back on its improved number of associate employee along with the
client. Its staffing business is the main source of revenue which accounts for
98.8% while HR services accounts for the balance. The company turned PAT
positive with 18cr in FY14 and improved the bottom‐line to Rs. 30cr in FY15.
The employee benefit cost is the major expense for the company, being ~97%
of the total revenue.
In H1 FY16, Teamlease posted revenue of Rs.1,210cr and net profit of Rs.11cr
with EBITDA margin of 0.9%. The average revenue for a month per associate
employee improved from ~Rs.16,000 in FY15 to Rs.19,216 on the total
associate employee of 1,04,946. The business operates on an asset‐light
model with low capital expenditure requirements. Due to this, the company
has negligible debt on its account.
At the upper band of issue, the stock is priced at 53x FY16E P/E and 0.5x
EV/sales. This is at a significant premium to its global peers such as Randstad,
Adecco, Kelly services which have a much superior margin profile. Randstad is
trading at 15x whereas Adecco is trading at 12x CY15E earnings. ROE and
ROCE is at 23% and 21.6% respectively. Keeping the growth in mind, we do
not expect the profitability to improve significantly in near term which will
keep the return ratios at the same level.
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TeamLease Services Ltd
Key Strengths

Teamlease’s growth has been
largely organic, and as of
November 30, 2015, it had 1,252
clients, and 104,946 Associate
Employees, making it one of the
leading organized temporary
staffing services companies in
India

Repeat customers are clients on‐
boarded in the previous financial
years representing 95.81% and
93.21% of our total revenues in
the years ended March 31, 2014
and March 31, 2015, respectively.

Standardizing processes has
enabled company to offer
consistently high levels of service
to clients and reduce the turn‐
around time

Market leading position with scale
According to CRISIL, TeamLease is one of India’s leading organized staffing
companies with a market share of ~5% in terms of Associate Employees in
2014. Also, the company holds a larger market share than competitors, both
Indian companies as well as the Indian operations of global staffing, in terms
of revenues. Its growth has been largely organic, and as of November 30,
2015, it had 1,252 clients, and 104,946 Associate Employees, making it one of
the leading organized temporary staffing services companies in India with a
significant brand value. The company makes use of its wide spread presence
across India, well trained, diverse and large Associate Employee base and
scale of operations to leverage their centralized operations to provide
comprehensive and cost‐effective solutions to a diversified client base across
sectors with a short turn‐around time.
Strong compliance practices enable TeamLease to build longstanding
relationships with clients
Teamlease believes that focus on regulatory compliance gives them a
significant competitive advantage, particularly in light of the evolving policy
environment in India concerning labor laws with most of the larger clients
shifting to organized service providers to comply with applicable regulations.
TeamLease has a team of 116 full time employees as of November 30, 2015
which focuses on staffing and labor compliance issues. The company provides
temporary staffing services to, large Indian and multi‐national companies
such as Vodafone, E.I.Dupont India Private Limited and ATC Telecom Tower
Corporation Private Limited. Repeat customers are clients on‐boarded in the
previous financial years representing 95.81% and 93.21% of our total
revenues in the years ended March 31, 2014 and March 31, 2015,
respectively.
Technological and operational excellence
TeamLease has undertaken a series of actions that have streamlined its
operations which includes centralizing its operations, finance, IT and
regulatory compliance teams in Bengaluru. This enables in removing branch
level accountability for operations which can result in inconsistent and
inefficient client service delivery. It has standardized processes for client, by
choosing broad emplates that can be applied uniformly to all clients. It
believes that standardizing the processes has enabled company to offer
consistently high levels of service to clients and reduce the turn‐around time.
TeamLease believes that their technological and operational excellence gives
them key competitive advantage in the markets that they operate in.
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TeamLease Services Ltd

Owing to the scale of operations
and diverse client base, it has
developed deep expertise around
the human resources functions
across sectors for its staffing
services.

Strong functional knowledge and expertise across industry sectors
TeamLease deliver staffing services across various industries including the
consumer durables, chemicals, manufacturing, media and telecom, retail,
BFSI, e‐commerce, pharmaceuticals and healthcare sectors. Owing to the
scale of operations and diverse client base, it has developed deep expertise
around the human resources functions across sectors for its staffing services.
Sales, customer service and logistics functions are segments where it deploys
the majority of our Associate Employees. Direct sales force and go‐to‐market
strategy is aligned with broad sector‐neutral reach, which enhances their
client value proposition and allows the company to leverage its strong
institutional knowledge to further, expand presence in the market.

Business Strategies
Develop new areas of growth by diversifying service offerings across the
human resources value chain
Teamlease has commenced expanding its services to span the entire chain of
human resources in India, covering aspects of employment, employability
and education.
In this regard, the company intends to grow
 Permanent recruitment services by adding newer forms of recruitment
like Recruitment Process Outsourcing (“RPO”),
 Regulatory consultancy for labor law compliance businesses
 Retail learning solutions by expanding foot print of franchise network and
converting franchise network into employment centers
 Institutional learning solutions.
Achieving scale in staffing
Teamlease aims to achieve scale as a means to increase its revenues
without incurring corresponding increases in operating expenditure. The
following five elements are aimed to achieve scale in staffing business:
 Technology: A team of 77 software engineers has continually developed
various applications that enabled it to grow its business while achieving
efficiency and economies of scale.
 Operations: Moved from a distributed operational model to a centralized
model in FY10. Centralizing all the operational teams has helped to
maintain consistency in delivery.
 Compliance: Its objective in focusing on regulatory compliance is to be
well prepared to capitalize on market opportunities that present as a
consequence of labor reforms being adopted in India.
 Business Development and Brand promotion: Intends to aggressively
expand reach and service offerings by increasing the size of business
development teams and brand building activities.
 Associate Employee Hiring: Intend to increase the total number of
associates hired for the staffing business through establishing a portal and
converting retail training centers into private employment exchanges.
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TeamLease Services Ltd
Key risks
 Operate in a highly competitive and fragmented industry with low
barriers to entry
Steady success depends on its ability and adaptability to compete
effectively against its existing and future competition. Further, global
competitors might be able to realign themselves with change in global
macro‐economic environment more effectively than it.
 Business is subject to extensive government regulation
The staffing services sector is subject to complex laws and regulations
such as Minimum Wages Act, ESI Act, CLRA Act, EPF Act and ID Act, which
vary from state to state in India and are subject to change.
 Unable to fully realize the anticipated benefits of any future acquisitions
successfully within intended time frame
TSL failed to integrate acquisitions with their existing businesses or should
the acquisitions not deliver the intended results as was the case with the
acquisition of IIJT, TSL’s financial performance could be negatively
affected.
 TeamLease’s ability to attract and retain qualified temporary personnel
TSL’s success is substantially dependent on their ability to recruit and
retain qualified temporary personnel. Intense competition may limit their
ability to attract and retain the qualified personnel necessary for them to
meet clients' staffing needs.
 Training business could experience cost overruns and payment delays
Institutional training business, including placement‐linked vocational
training business, could incur cost overruns and payment delays from
their partnerships with the Central and State Governments, which may
adversely affect TSL business, financial condition and results of
operations.
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TeamLease Services Ltd
Financials (Consolidated)
Income statement
Y/e 31 Mar (Rs m)
Revenue
Operating profit
Depreciation
Interest expense
Other income
Profit before tax
Taxes
Adj. profit
Exceptional items
Net profit

Ratios
FY13
1,251
(11)
(4)
(1)
11
(4)
0
(4)
‐
(4)

FY14
1,530
12
(2)
(0)
8
18
0
18
‐
18

FY15
2,007
24
(3)
(0)
11
33
(2)
30
‐
30

H1 FY16
1,210
11
(1)
(0)
6
16
(6)
11
‐
11

Balance sheet
Y/e 31 Mar (Rs m)
Equity capital
Reserves
Net worth
Debt
Def.tax liabilities
Total liabilities

FY13
0.5
100
101
17
0
118

FY14
0.5
118
119
7
0
125

FY15
0.5
148
149
5
0
154

H1 FY16
17
144
161
5
0
166

Intangible assets
Fixed assets
Investments
Other non‐current assets
Net working capital
Inventories
Sundry debtors
Cash
Other current assets
Sundry creditors
Other current liabilities
Deferred tax assets
Total assets

4
7
0
9
98
1
62
78
64
0
(106)
‐
118

6
5
0
15
100
0
59
85
74
0
(118)
‐
125

8
2
0
17
122
0
80
115
123
0
(197)
6
154

11
2
0
28
119
0
119
124
171
0
(294)
7
166

Y/e 31 Mar
Growth matrix (%)
Revenue growth
Op profit growth
EBIT growth
Net profit growth
Profitability ratios (%)
OPM
EBIT margin
Net profit margin
RoCE
RoNW
RoA
Valuation ratios (x)
P/E
P/BV
Payout (%)
Tax payout
Dividend payout
Liquidity ratios
Debtor days
Inventory days
Creditor days
Leverage ratios
Interest coverage

FY13

FY14

FY15

H1 FY16

35.1
‐
‐
‐

22.3
‐
‐
‐

31.2
99.5
81.8
73.3

28.2
25.8
‐
‐

‐
‐
‐
‐
‐
‐

0.8
1.2
1.2
14.8
16.2
8.2

1.2
1.6
1.5
23.5
23.0
11.3

0.9
1.4
0.9
10.7
7.2
3.1

‐
14.4

81.9
12.3

47.3
9.8

‐
‐

‐
‐

‐
‐

5.5
‐

34.6
‐

18
‐
‐

14
‐
‐

15
‐
‐

36
‐
‐

(7.3)

78.3

251.8

97.3

* Total operating expense includes Raw material consumed,
(Increase)/decrease in inventories, Employee benefits expense and Other
expenses
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‘Best Broker of the Year’ – by Zee Business for contribution to broking
Nirmal Jain, Chairman, IIFL, received the award for The Best Broker of the Year (for contribution to broking in India) at India's Best Market
Analyst Awards 2014 organised by the Zee Business in Mumbai. The award was presented by the guest of Honour Amit Shah, president of
the Bharatiya Janata Party and Piyush Goel, Minister of state with independent charge for power, coal new and renewable energy.

Recommendation parameters for fundamental reports:
Buy – Absolute return of over +15%
Accumulate – Absolute return between 0% to +15%
Reduce – Absolute return between 0% to ‐10%
Sell – Absolute return below ‐10%
Call Failure ‐ In case of a Buy report, if the stock falls 20% below the recommended price on a closing basis, unless otherwise
specified by the analyst; or, in case of a Sell report, if the stock rises 20% above the recommended price on a closing basis,
unless otherwise specified by the analyst

India Infoline Group (hereinafter referred as IIFL) is engaged in diversified financial services business including equity broking, DP services, merchant
banking, portfolio management services, distribution of Mutual Fund, insurance products and other investment products and also loans and finance
business. India Infoline Ltd (“hereinafter referred as IIL”) is a part of the IIFL and is a member of the National Stock Exchange of India Limited (“NSE”)
and the BSE Limited (“BSE”). IIL is also a Depository Participant registered with NSDL & CDSL, a SEBI registered merchant banker and a SEBI registered
portfolio manager. IIL is a large broking house catering to retail, HNI and institutional clients. It operates through its branches and authorised persons
and sub‐brokers spread across the country and the clients are provided online trading through internet and offline trading through branches and
Customer Care.
Terms & Conditions and Other Disclosures:‐
a)

This research report (“Report”) is for the personal information of the authorised recipient(s) and is not for public distribution and should not be
reproduced or redistributed to any other person or in any form without IIL’s prior permission. The information provided in the Report is from
publicly available data, which we believe, are reliable. While reasonable endeavors have been made to present reliable data in the Report so far
as it relates to current and historical information, but IIL does not guarantee the accuracy or completeness of the data in the Report. Accordingly,
IIL or any of its connected persons including its directors or subsidiaries or associates or employees 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, views and opinions expressed in this
publication.

b)

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or
implied, is made regarding future performance. Information, opinions and estimates contained in this report reflect a judgment of its original date
of publication by IIFL and are subject to change without notice. The price, value of and income from any of the securities or financial instruments
mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may
have a positive or adverse effect on the price or income of such securities or financial instruments.

c)

The Report also includes analysis and views of our research team. The Report is purely for information purposes and does not construe to be
investment recommendation/advice or an offer or solicitation of an offer to buy/sell any securities. The opinions expressed in the Report are our
current opinions as of the date of the Report and may be subject to change from time to time without notice. IIL or any persons connected with it
do not accept any liability arising from the use of this document.

d)

Investors should not solely rely on the information contained in this Report and must make investment decisions based on their own investment
objectives, judgment, risk profile and financial position. The recipients of this Report may take professional advice before acting on this
information.

e)

IIL has other business segments / divisions with independent research teams separated by 'chinese walls' catering to different sets of customers
having varying objectives, risk profiles, investment horizon, etc and therefore, may at times have, different and contrary views on stocks, sectors
and markets.

f)

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 local law, regulation or which
would subject IIL and its affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may
not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this Report may come are required to
inform themselves of and to observe such restrictions.

g)

As IIL along with its associates, are engaged in various financial services business and so might have financial, business or other interests in other
entities including the subject company/ies mentioned in this Report. However, IIL encourages independence in preparation of research report
and strives to minimize conflict in preparation of research report. IIL and its associates did not receive any compensation or other benefits from
the subject company/ies mentioned in the Report or from a third party in connection with preparation of the Report. Accordingly, IIL and its
associates do not have any material conflict of interest at the time of publication of this Report.
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h)

As IIL and its associates are engaged in various financial services business, it might have:‐
(a) received any compensation (except in connection with the preparation of this Report) from the subject company in the past twelve months;
(b) managed or co‐managed public offering of securities for the subject company in the past twelve months; (c) received any compensation for
investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (d) received any
compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company in
the past twelve months; (e) engaged in market making activity for the subject company.

i)

IIL and its associates collectively do not own (in their proprietary position) 1% or more of the equity securities of the subject company/ies
mentioned in the report as of the last day of the month preceding the publication of the research report.

j)

The Research Analyst/s engaged in preparation of this Report or his/her relative
(a) does not have any financial interests in the subject company/ies mentioned in this report; (b) does not own 1% or more of the equity
securities of the subject company mentioned in the report as of the last day of the month preceding the publication of the research report; (c)
does not have any other material conflict of interest at the time of publication of the research report.

k)

The Research Analyst/s engaged in preparation of this Report:‐
(a) has not received any compensation from the subject company in the past twelve months; (b) has not managed or co‐managed public offering
of securities for the subject company in the past twelve months; (c) has not received any compensation for investment banking or merchant
banking or brokerage services from the subject company in the past twelve months; (d) has not received any compensation for products or
services other than investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (e) has
not received any compensation or other benefits from the subject company or third party in connection with the research report; (f) has not
served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for the subject company.

We submit that no material disciplinary action has been taken on IIL by any regulatory authority impacting Equity Research Analysis.
A graph of daily closing prices of securities is available at http://www.nseindia.com/ChartApp/install/charts/mainpage.jsp, www.bseindia.com and
http://economictimes.indiatimes.com/markets/stocks/stock‐quotes. (Choose a company from the list on the browser and select the “three years”
period in the price chart).
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