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Online travel in India continues to dominate the country’s travel market. The industry is expected to grow by
17.8% during 2013-2016E, outperforming the overall travel market by 6.0% points. Online penetration in
travel and tourism bookings is estimated to increase from 41% in 2014 to 46% in 2017.

hile air and rail make up the vast majority of India’s online travel market,
the country’s fragmented hotel landscape holds the greatest promise.

Several tailwinds are anticipated to bolster this growth —such as an increasing number of budget hotels

in Tier-1 and Tier-2 cities; the entry of new airlines, given the government’s “Open skies Policy”; the
government initiative to build 150 new airports by 2020; and India’s love for travel. We believe these factors
could contribute to a robust, long-term growth outlook for India’s travel market in the future.
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India’s Travel And Tourism Market Is Growing Rapidly...

The travel and tourism industry in India, which comprises both domestic (85% of the
market) and international inbound travel (15%), is estimated to grow at a CAGR of 12% to
$27.5 bn in 2016 from $19.7 bn in 2013.

The Indian travel and tourism industry, set to grow at 12% CAGR over the next three
years, is the second fastest growing market, following China, which is growing at 16%. In
contrast, while the US market is growing at 6%, the worldwide market is clocking just 4%
over the same time frame.

We believe this strong surge in domestic tourism is driven by the following factors:
* Rapidly increasing purchasing power of the middle class
* Prolific use of the Internet and smartphones, coupled with increasing e-Commerce penetration
* Better air and rail connectivity between Tier-1 and Tier-2 cities
* Evolving and improving lifestyles

An ever-increasing number of international travelers visit India as well, spurred on by:
* Relatively economical vacations
* Evolving business and pleasure destinations in India
* Reforms in the aviation sector boosting international air connectivity
* Larger sections of the economy opening up to private and foreign investment
» Government initiatives in states such as Kerala, Rajasthan and Gujarat to promote tourism
* The success of international campaigns such as “Incredible India”, “Clean India”, and many more

India’s Travel Industry (size in $bn) Online Travel Industry break-up, 2014E
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..Which Boosts The Online Travel Market In India

Within the domestic travel and tourism industry, the online travel segment has
significantly grown over the past few years. India’s online travel segment is
expected to grow 17.8% during 2013-2016E, outperforming the overall travel
market by 6.0 percentage points. Online travel (online gross bookings) now
constitutes an estimated 41% of the overall Indian travel market (2014). The high
degree of convenience, increasing e-Commerce penetration, rapidly increasing
Internet and mobile penetration, and a growing middle-class population are some
of the factors boosting online travel bookings. The online travel market in India,
estimated at $9.1 bn (2014), comprised air travel ($5.1 bn), rail travel ($3.1 bn),
hotels ($0.8 bn), and others ($0.1 bn). Online penetration in travel and tourism
bookings is estimated to increase from 41% in 2014 to 46% in 2017, according to
Phocuswright, a leading travel data aggregator.
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Will An Increase In Internet
Penetration Among India’s Large User
Base Be A Catalyst For Growth?

India is home to the third largest Internet user-base
worldwide. However, its Internet penetration rate at 17% is
much lower than the average of 34% across several aspiring
countries. According to a report by Boston Consulting Group
BCG, the number of Internet users in India is estimated to
reach 580 mn in 2018 from 205 mn in 2014, primarily led
by affordable access and improved awareness. This indicates
significant potential for growth over the next few years.

Mobile Internet usage has been growing rapidly over the
past few years and continues to present huge opportunities.

Driven by the availability of cheap smartphones and
affordable Internet data plans, the number of mobile Internet
users in India is expected to reach 213 mn by June 2015.
With 41% of travel gross bookings taking place online, the
increasing Internet and mobile Internet penetration rates
could play a vital role in the Indian online travel market
growth story.
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Growing Credit/Debit Card
Peﬂet I’aJEIOﬂ BOOStS The AdOptIOﬂ Of Credit card penetration rate in India Debit card penetration rate in India
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The Government’s Conscious Efforts To Boost Tourism

The Indian government has implemented several initiatives, at both central and state levels, to stimulate growth in the Indian travel and tourism sector
* Visa on arrival — also called e-Visa facility — has been extended to 150 countries in a phased manner
* The government has made efforts to increase the safety and security of tourists in India
» Recognizing the need to upgrade tourism infrastructure in India, it has proposed an outlay of INR152 bn for the tourism sector

* The government allows 100% foreign investment under the automatic route to upgrade hospitality and tourism related industries
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Aviation, Flying High On
Sectoral Tailwinds

The Indian civil aviation industry is on a high growth
trajectory. India has a vision of becoming the third largest
aviation market by 2020 and is expected to be the largest by
2030. The Airports Authority of India currently owns and
maintains 125 airports, comprising 94 operational airports in
India. It plans to increase the number of operational airports
to 250 by 2030, in Tier I and Tier II cities. India’s domestic
air travel registered 64 mn passengers in 2014, compared
with 59 mn passengers in 2013 and 57 mn in 2012, according
to the DGCA. Additionally, the passenger load factor in 2014
was at a multi-year high of 76.4%.

The growing passenger numbers and improving
infrastructure indicate the possibility of a healthy air travel
market in the future.
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Key Developments In Indian Aviation Industry:
* Tata-Singapore Airlines JV launched a full-service carrier in January 2015 and operates 164 flights a week.

* Tata-AirAsia JV launched a LCC in June 2014, focused on South India; it is now expanding its presence to key
cities countrywide.

* IndiGo, India’s no. 1 airline, ordered 250 A-320 neo jets from Airbus in October 2014.
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Hotels segment Hotels — one of the least penetrated segments in travel
online penetration rate categories in India (US$ bn, %)
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mid-scale categories in an effort to attract a wider pool of
domestic travelers.
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Key Online Travel Agencies (OTAs)
Market Dominated By Makemytrip

Market share Unique visitors in thousands
12,000 -
10,000 - /\ '/
8,000 -
200/0 200/0 130/0 £,000 _f
‘ 4,000 -
2000 A
) D T T T T T T T T T T T T
makeMljuie  Ecleartrip @ yatracor Others cessseoem s
v @ 5 v o ¥ 3 o oo © 3 o o
O =E oo E TomoOOZE OO
Yatra M akeMyTrip Gohibo = ClearTrip
Source: MakeMyTrip Investor Presentation, Industry Sources, ComScore
Key Risks To The Sector
Slower-than-expected I Potential for credit Fluctuations in foreign Security/cyber
Internet penetration q card frauds exchange rates threats



Indian Online »
Travel Industry Cornpics. B

DISCLAIMER

This report is published by Aranca, a customized research and analytics services provider to global clients.
The information contained in this document is confidential and is solely for use of those persons to whom it is addressed and may not be reproduced, further

distributed to any other person or published, in whole or in part, for any purpose.

This document is based on data sources that are publicly available and are thought to be reliable. Aranca may not have verified all of this information with
third parties. Neither Aranca nor its advisors, directors or employees can guarantee the accuracy, reasonableness or completeness of the information received
from any sources consulted for this publication, and neither Aranca nor its advisors, directors or employees accepts any liability whatsoever (in negligence or
otherwise) for any loss howsoever arising from any use of this document or its contents or otherwise arising in connection with this document.

Further, this document is not an offer to buy or sell any security, commodity or currency. This document does not provide individually tailored investment
advice. It has been prepared without regard to the individual financial circumstances and objectives of persons who receive it. The appropriateness of a
particular investment or currency will depend on an investor’s individual circumstances and objectives. The investments referred to in this document may
not be suitable for all investors. This document is not to be relied upon and should not be used in substitution for the exercise of independent judgment.

This document may contain certain statements, estimates, and projections with respect to the anticipated future performance of securities, commodities or
currencies suggested. Such statements, estimates, and projections are based on information that we consider reliable and may reflect various assumptions
made concerning anticipated economic developments, which have not been independently verified and may or may not prove correct. No representation or

warranty is made as to the accuracy of such statements, estimates, and projections or as to its fitness for the purpose intended and it should not be relied upon -’1 [E a ra n Ca

as such. Opinions expressed are our current opinions as of the date appearing on this material only and may change without notice. Ressarch. Analyze.Communicate
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