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CRISIL Research assigns IPO grade ‘4/5’ to TeamLease Services Private Ltd
CRISIL Research has assigned a CRISIL IPO grade of ‘4/5’ (pronounced ‘four on five’) to the proposed initial
public offer (IPO) of TeamLease Services Private Ltd. (TeamLease).
The grade indicates that fundamentals of the IPO are above average relative to other listed equity securities in
India. However, it is not an opinion on whether the issue price is appropriate in relation to fundamentals. Nor is
it a recommendation to buy/ sell/ hold the securities it relates to (or any other securities); it does not comment
on the issue price, future market price or suitability for a particular investor.
The grade reflects TeamLease’s established position in the flexi-staffing industry, healthy growth prospects and
a diversified clientele, including some large, reputed companies.
TeamLease has an estimated market share of 5-6%. The business is supported by strong processes and
technology, internal processes and a professional management team with long experience in the flexi-staffing
business.
A well-diversified presence across industries mitigates risk of concentration (the top six end-markets served by
TeamLease constitute ~55% of its overall billings, with the consumer goods industry having the highest
exposure at ~20%). Client concentration, too, is low, with the top 10 accounting for less than 20% of total
revenue. Key clients include reputed names such as LG Electronics, BASF India, Microsoft Corporation, ICICI
Lombard, Monsanto India, Bata India and Larsen & Toubro.
CRISIL Research expects the industry to log a healthy growth of 20-25% CAGR over FY14-19, led by a pick-up
in economic activity, increase in penetration of flexi-staffing, growth in end-market industries - including ecommerce and logistics - and amendments in labour laws favourable to the formal flexi-staffing industry. While
the unorganised segment accounts for nearly 70-80% of the industry, the growing need for manpower having
necessary skills and specialisations, coupled with a need to comply with regulations, is expected to drive a
gradual shift towards the organised segment.
On its part, TeamLease is looking to increase value-added business by playing a more active role in candidate
selection and training.
However, the grade is constrained by risks arising from low entry barriers, resulting in high competition. The
industry is highly fragmented, with no significant differentiation between staffing services offered by various
players. The grade also factors the low profitability and margin profile of the player, given the relatively low
value addition.
Between FY11 and FY15, TeamLease’s operating income logged a CAGR of 30.7% from ₹6,878 mn to
₹20,077 mn, while EBITDA improved from a negative ₹261 mn in FY11 to ₹249 mn, mainly because losses in
the training business declined (having transitioned from a company-owned model to one based on franchise).
Under this process, TeamLease closed down centres, significantly cutting operating expenses. Training
business currently constitutes ~1% of overall revenue). Adjusted PAT, which was a negative ₹319 mn in FY11,
improved to ₹307 mn in FY15. However, profits in the staffing business have remained flat over the past two
years despite healthy revenue growth. The balance sheet is strong, with a net cash position of ₹1,073 mn, at
the end of FY15. The company also has healthy return ratios with RoCE and ROE of 15.5% and 23%,
respectively.
About the company and the issue
TeamLease, incorporated in 2000, offers flexi-staffing solutions. It also has a training business, where it
provides vocational and work-related training from around 40 training centres under the franchise model.
Around 98% of the revenue comes from flexi-staffing, with ~100,000 associate employees (flexible employees
on payroll). The company has a pan-India presence with ~1,215 staffing clients and ~1,110 employees spread
across eight offices. It caters to industries such as consumer goods, telecom and internet service providers,
IT/ITeS, e-commerce, agriculture and allied activities, financial services and manufacturing.
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About CRISIL IPO Grading
CRISIL IPO (Initial Public Offering) grading is an opinion on the fundamentals of the graded issue. This opinion
is expressed as a relative assessment in relation to other listed equity securities in India. A CRISIL IPO Grade
5/5 indicates strong fundamentals and a CRISIL IPO Grade 1/5 indicates poor fundamentals. CRISIL IPO
Grading reflects its assessment of the graded company's equity fundamentals as distinct from an assessment
of debt fundamentals. A CRISIL IPO Grade should not be construed to mean a comment on the price of the
graded security nor is it a recommendation to invest or not to invest in the graded security.
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About CRISIL Limited
CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India’s
leading ratings agency. We are also the foremost provider of high-end research to the world’s largest banks and leading
corporations.
About CRISIL Research
CRISIL Research is India's largest independent integrated research house. We provide insights, opinion and analysis on the
Indian economy, industry, capital markets and companies. We also conduct training programs to financial sector
professionals on a wide array of technical issues. We are India's most credible provider of economy and industry research.
Our industry research covers 86 sectors and is known for its rich insights and perspectives. Our analysis is supported by
inputs from our network of more than 5,000 primary sources, including industry experts, industry associations and trade
channels. We play a key role in India's fixed income markets. We are the largest provider of valuation of fixed income
securities to the mutual fund, insurance and banking industries in the country. We are also the sole provider of debt and
hybrid indices to India's mutual fund and life insurance industries. We pioneered independent equity research in India, and
are today the country's largest independent equity research house. Our defining trait is the ability to convert information and
data into expert judgements and forecasts with complete objectivity. We leverage our deep understanding of the macroeconomy and our extensive sector coverage to provide unique insights on micro-macro and cross-sectoral linkages. Our
talent pool comprises economists, sector experts, company analysts and information management specialists.
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CRISIL respects your privacy. We use your contact information, such as your name, address, and email id, to fulfil your request and service your account and to
provide you with additional information from CRISIL and other parts of McGraw Hill Financial you may find of interest.
For further information, or to let us know your preferences with respect to receiving marketing materials, please visit www.crisil.com/privacy. You can view
McGraw Hill Financial’s Customer Privacy Policy at http://www.mhfi.com/privacy.
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Disclaimer
A CRISIL IPO Grading is a one-time assessment and reflects CRISIL's current opinion on the fundamentals of the graded equity issue of the Company in
relation to other listed equity securities in India. A CRISIL IPO Grading is neither an audit of the issuer by CRISIL nor is it a credit rating. Every CRISIL IPO
Grading is based on the information provided by the issuer and/or obtained by CRISIL from sources it considers reliable. CRISIL does not guarantee the
completeness or accuracy of the information on which the grading is based. A CRISIL IPO Grading is not a recommendation to buy / sell or hold the graded
instrument; it does not comment on the issue price, future market price or suitability for a particular investor. As per CRISIL’s records, none of the analysts
involved has any ownership / directorship in the Company. However CRISIL or its associates may have commercial transactions with the Company.
CRISIL is not responsible for any errors and especially states that it has no financial liability whatsoever to the subscribers / users / transmitters / distributors of
CRISIL IPO Gradings. For information on any IPO grading assigned by CRISIL, please contact 'Client Servicing' at +91-22-33423561, or via e-mail:
clientservicing@crisil.com.
For more information on CRISIL IPO Gradings, please visit http://www.crisil.com/ipo-gradings
This press release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The Press release may be used
by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone has the sole right of
distribution of its Press Releases for consideration or otherwise through any media including websites, portals etc.
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