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Introduction 
● Company: Quess Corp 
● Analysts’ Take: Buy 
● Current Price (20/08/2020): ₹374.90
● Market Cap: ₹5535 crores 
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Company Overview 
● India’s leading business services provider and largest private-sector employer.
● Fifth-largest manpower outsourcing company globally. 
● It offers a host of services to help organizations manage their non-core activities in the areas 

of 
- Workforce Management
- Operating Asset Management
- Global Technology Solutions across industries and geographies.
● Quess serves over 2,700 clients worldwide. 
● Established in 2007, Quess is headquartered in Bengaluru, India and has a market cap of 

approx. ₹5,410 cr as of June 30th, 2020.
● Quess has a team of over 334,139 employees across India, North America, South America, 

South East Asia and the Middle East





Source: Simply Wall St



Business Segments 



Source: Corporate Deck (June 2020)



Source: Corporate Deck (June 2020)



Revenue Mix 





Shareholding Pattern 

- Quess Corp. has a very simplified shareholding pattern overall. 55.27% of the stake is under 
the name of the promoters where 44.73% is held by public.

- Out of the 55.27%, Ajit Isaac and Isaac Enterprise Private Ltd account for 23% whereas 
Fairbridge Capital Mauritius Limited and Hwic Asia Fund Class A Shares account for the rest 
31.76% and 0.51% respectively.

Source: BSE Official Website



- Talking about the public shareholding of Quess Corp., 44.72% of the company is under the 
hands on non-promoters.

- Public shareholding of Quess Corp. is majorly divided into two categories: institutions 
(29.69%) and non-institutions. (15.03%)

- Under the head of institutions, 14.01% stake is taken by foreign portfolio investors, followed 
by 13.10% taken by the Mutual Funds. Rest 2.58% is taken by Investment Funds, Insurance 
companies and banks.

- Among mutual funds and Foreign portfolio investors, we notice the names of Aditya Birla Sun 
Life Trustee, Sundaram Mutual Fund, Franklin India, ICICI Prudential, India capital Fund and 
Malabar Select fund to hold more than 1% stake in the company

- Amongst individuals, we see the name of Mr. Ashish Dhawan acquiring 1.07% stake in the 
company.

- Holding of almost 30% of the company under the name of big institutions makes it an overall 
fundamentally strong company.



COVID Impact Assessment 



Q4 FY20 Conference Call Highlights/ COVID Impact
- In FY20 the headcount was up 21%, revenue up 29% and EBITDA up 42%. The company is 

focused on OCF generation, cross-growth OCF by about 34% on a normalized basis. 
- The Company had some one time non cash impact items.
- It has one-third of India's Fortune 500 companies amongst its customers. Protected from downside 

due to limited exposure to tourism, entertainment, airlines, hospitality and no exposure to SMEs. 
- Coming into COVID most of its associates were not on seasonal peak demand. They were mostly 

on perpetually outsourced and frontline tasks, which have been less affected than some other tasks 
and activities.

- Employee count through April was around 5% down from February number at 365,000 employees. 

Company expected similar decline in the month of May and June. 
- Company expects formalization to set in with the coming in of the new labor laws due to COVID.

- Considers its cash position to be comfortable and feels lucky to have been in the business 
services industry. 

Source: Q4 FY20 Conference Call Transcript 



● Company’s measures to reduce costs:
- served termination notices to 15 of the 58 buildings that they occupied across the country. 
- automating a large force of our compliance management. 
- negotiating travel expenses and changing policies, so that everyone use Rs. 999 rooms when 

we travel. 
- switching to e-invoicing as a default for all customers, which will save about Rs. 40 lakhs of 

courier services every quarter.
- Company’s View on the Industry: globally known to be countercyclical in cash generation. 

By reducing FTE, the working capital locked in associate salaries comes down and cash is 
released back to the company. In the last 2 months many of its peers in North America and 
Europe have gone on buyback sprees, utilizing the cash that's come back and been unlocked 
from working capital. 

- March collections were on track because of customer quality which enabled it to pay salaries 
to its associates earlier than normal. That is the reason it reported a normalized OCF.  





Source: Earnings Release Q4 2020







- Management change: Mr. Suraj Moraje took over as Group CEO & Executive Director on April 1, 
2020.

- Stake purchase:Board approved cash-neutral increase of stake in Terrier Security Services from 
49% to 74%.

- Optimization of Group Structure:Board approved the merger of 4 wholly owned subsidiaries with 
Quess –Goldenstar, Greenpiece, MFX India and Trimax Smart Infra

- Improvement in cash position due to continuous focus on collections -combined DSO improved to 
57 days from 63 days in Q4FY19 and 59 days in Q3FY20.

- QOQ Net Debt increased by₹ ~41cr to ₹~354cr, primarily on account of₹100 crores precautionary 
working capital lines drawn in March 2020 due to COVID impact. However, Gross debt / EBITDA 
levels remained largely flat.



Q1 FY21 Conference Call Highlights/ COVID Impact 
- Management Indicated ‘optimism’ on the hiring demand for the rest of the ongoing fiscal as 

major cities open up with a decline in Covid-19 daily infections and clients prepare for the 
festive season ahead.

- Revenue decline (~20% QoQ) was in line with estimates. Sequentially, revenue decline was 
led by General Staffing (22%), BPO (25%), and Facilities Management (21%).

- Notably, despite the sharp decline in General Staffing revenue, the company did not lose any 
major customer in this segment. 

- From Mar’20 levels, indirect costs were stated to have declined by ~20%
- Over the medium term, QUESS is expected to be the biggest beneficiary of the recently 

announced labor law reforms( May 2020) 

Source: Motilal Oswal Report 

https://www.business-standard.com/topic/hiring


- Management indicated guidance for reaching 20% ROE by 2023 remains unchanged. In 
addition, the company expects 20% YoY growth in cash flows.

- It continues to focus on cross-selling its services. Customers using two or more services 
across the portfolio now contribute 68% to sales.

- Even as the situation remains uncertain, the company believes the worst related to COVID-19 
was behind by 1QFY21. July has witnessed a 2x increase in the number of open positions 
(v/s June). Open positions in July are at 60% of preCOVID-19 levels. Management expects 
recovery to be driven by the impending festive season. 

- While margins are expected to remain under pressure in the near term, the company expects 
an improvement over the medium term.  

- Headcount reduction in General Staffing was largely driven by headcount rightsizing in the 
Retail and BFSI verticals.  

- Management does not expect any bad debt or receivables issue in the share of working 
capital-funded clients. 

-







- Excellus witnessed sharp revenue and EBITDA impact due to the closure of training facilities. 
Even as the government assured the coverage of fixed costs, the company had already 
recognized costs. Management expects cost reversals as and when reimbursements come in 
from the government

- Closure of educational campuses and IT offices impacted Facility Management and Terrier 
Security Services.

- The HRO segment within Allsec Technologies has been a rare bright spot. Slowdown in hiring 
activity led to a significant drop in search activity and the revenue of Monster during the 
quarter.  

-



- Over the medium term, QUESS is expected to be the biggest beneficiary of the recently 
announced labor law reforms( May 2020) 

- Revenue decline (~20% QoQ) was in line with estimates. Sequentially, revenue decline was 
led by General Staffing (22%), BPO (25%), and Facilities Management (21%).

- Notably, despite the sharp decline in General Staffing revenue, the company did not lose any 
major customer in this segment. 

- Closure of IT offices during the quarter led to a strong impact on the Facility Management and 
Security Services businesses. 

- From Mar’20 levels, indirect costs were stated to have declined by ~20%
- Businesses such as training and development (Excelus) and break-and-fix (Digi Care) 

remained an overhang on reported EBITDA for the quarter. 
- Despite the bench costs incurred in some parts of the business, sequential EBITDA margin 

expansion in Tech Services and Operating Asset Management happened. 
- Net debt reduction by INR1b to INR2.5b and gross debt reduction by INR1.7b to INR9.8b 

were a key positive. 



- Cash conversion (OCF/Ind-AS adjusted EBITDA) was healthy at ~152%, supported by 
prompt collections, release of working capital, and refunds.

- Reported PAT included a one-off exceptional item of INR250m. This relates to fair value gains 
on the Terrier consolidation. Adjusted for this, PAT for the quarter (INR221m) was in line with 
our estimates. 

- As Terrier Security becomes a subsidiary (hitherto associate), the total implied purchase 
consideration stands at INR1.5b. Provisionally, almost the entire amount was recognized as 
goodwill on consolidation. 

-



Management Analysis
- Ajit Issac - He is the Chairman & Managing Director of Quess Corporation. He is a part of 

Quess Corp. since the foundation of the company i. e. 2008 and is credited with building 
Quess Corp into India’s largest business services provider within a span of 10 years.

- Subrata Kumar Naag - He is the Group CEO & Executive Director of the Company.   A 
finance professional with over three decades of experience, he has been associated with 
Quess since 2008. He is also a qualified member of the Institute of Company Secretaries of 
India (ICSI).

- Chandran Ratnaswami - He is a Non-Executive Director of the Company. Apart from this , he 
is also a Director and CEO of Fairfax India Holdings Corporation, the Managing Director of 
Hamblin Watsa Investment Counsel and serves as a director of many insurance and 
non-insurance companies. With 27 years of experience in the field of investment 
management, he has been a part of the company since 2016.



- Madhavan Menon - He is a Non-Executive Director of the Company.  He has over 36 years 

of experience in the fields of banking, finance and foreign exchange management and has 
been a Director at Quess since May 2013.

- Pravir Kumar Vohra - He is an Independent Director of the Company. He has over 40 years 
of experience in the fields of banking and information technology and is been a part of Quess 
Corp since 2015. He is also holding various leadership positions at SBI.

- Pratip Chaudhuri - He is an Independent Director of the Company. He has over 40 years of 
experience in the field of banking and is a part of Quess Corp. since 2015. He is also an 
independent director in various other companies.

- Revathy Ashok - She is an Independent Director of the Company. She has over 30 years of 
experience in the field of finance and is a part of Quess Corp. since 2015.

- Sanjay Anandaram - He is an Independent Director of the Company. He has over 30 years of 
Indian and international experience as a corporate executive, entrepreneur, investor, teacher 
and advisor to funds and entrepreneurs and is a part of Quess Corp. since 2015.



SWOT Analysis 



Strengths 
- Diversified business profile: Quess is an integrated services company offering a diverse 

portfolio of services including workforce management (WFM), operating asset management 
(OAM) and global technology solutions(GTS). 

- Quess has one-third of India's Fortune 500 companies amongst its customers. It is protected 
from downside due to limited exposure to tourism, entertainment, airlines, hospitality and no 
exposure to SMEs.

- Significant scale-up in business driven by combination of both organic and inorganic 
growth: the company’s strategy of acquiring entities in adjacent businesses has supported its 
inorganic growth and diversification into complementary segments resulting in healthy 
revenue growth. It has also supported Quess’ geographical diversification into markets like 
USA, Canada, Middle East and South-east Asia etc. which contribute to ~15% of the 
company’s revenues.That said, the organic revenue growth of the company has also been 
healthy and stood at 25% during 9m FY 2020 reflecting the company’s ability to grow its 
revenues by cross-selling in addition to acquiring new customers.

Source: ICRA Rating Rationale 



Weaknesses 
- Stretch in working capital cycle: Quess witnesses peak utilization of 85% of the company’s 

working capital limits regularly. Quess enters into tripartite agreements with clients under 
which the associates remain on Quess’ payrolls only as long as the services are availed by 
the client. However, payouts to its associates in the event of deferral/non-realization of 
collections from its clients could result in further stretch of the company’s working capital.

- High competitive intensity along with high attrition rates limit scope for margin 
expansion –The general staffing industry in India is characterized by large domestic and 
international players while the facility management and security services industry is highly 
fragmented, comprising of numerous unorganized players on account of low entry barriers. 
Consequently, competitive pressures continue to limit the pricing power and scope for margin 
expansion for the company under these segments.

Source: ICRA Rating Rationale 



Opportunities 

- Bullish about OAM business: Companies are paying much more attention to quality of 
sanitation. They are coming to realize that larger players deliver better and this accelerated 
formalization and flight to quality. 

- Growth in steri fumigation segment: About 120 new clients came in through steri 
fumigation across hospitals, banks, oil and gas and eminent education institutions. Quess has 
brought in additional sales capacity, organizational capacity to drive this on priority. 



Threats 

- Excelus revenue fell to 0 in April, as training centers shut during the lockdown. 
- Exogenous shocks: Immediate effect of COVID 19 has only been felt mostly in the catering 

and training businesses of QCL. However, higher than expected effect of the outbreak on 
demand in end-user industries is likely to have an adverse impact on the company’s 
operational and financial profile.



Industry Analysis and Macroeconomic Trends
1. Covid may cause slowdown in business services and IT industry growth from 8% to 6.5% in 

2020. Still the future for general staffing is positive because of the rise of gig economy and 
unemployment in the country.

2. Porter’s 5 forces -
i) Bargaining power of supplier - low ii) Bargaining power of Buyers - high 
iii) Threat of new entrants - Medium iv) Threat of substitutes - Medium
v) Industry Rivalry - Medium 
3.  The industry has shown good margin stability  with a overall decrease of ~0.4% during the covid 
crisis.



Moats 
1. There are no expensive regulatory barriers stopping new players to enter the 

industry. The general cost to set up a staffing company in india is not more 
than 25,000 rupees.

2. Company has shown a consistent growth of profit from operations. No heavy 
structural costs in the business but the company has been performing better 
than the peers in this metric.

3. Existing business relations with companies like Amazon,Samsung,Vodafone 
India will help increase business through the projected rise of gig economy in 
the post covid world.



Quantitative Analysis 



Profit and Loss Statement



Balance Sheet



Cash Flow Statement





Ratio Analysis



Competitors’ Analysis 
● Since Quess Corp is a very diversified company, there is no single main competitor. It has multiple 

competitors in each of its segments. 





DCF and Valuations 















Technicals



Summary of Thesis 

- As the economy unlocks gradually and enterprises look to dodge supply disruption, we 
believe the company/sector has already passed the peak of uncertainty. Encouraging 
rebound in the unemployment situation and the hiring outlook corroborate our view. 

- The stock is still ~26% lower than pre-COVID-19 levels on concerns of severe impact on: (a) 
General Staffing and collections/receivables, (b) liquidity position, and (c) potential legal 
liabilities in outcome-based businesses in the event of massive employee layoffs.  

- However, these concerns were exaggerated as the business / cash collections (both markup- 
and outcome-based) did not witness any major dislocation over Mar–Jun’20. In fact, it was 
impressive to note very healthy cash conversion in 1QFY21 (OCF/Ind-AS adj. EBITDA = 
152%).

- We give Quess Corp a BUY rating at value per share being Rs 434, while the current market 
price is Rs 374. 

Source: Motilal Oswal Report 


