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EXIM volume improved while domestic saw slowdown

Q1FY19 reported numbers in line with our estimates with increase in overall
EXIM handling volumes for Q1FY18 at 794,405 TEUs, a growth of 11.4%
YoY as there was pick in exports while domestic volume witnessed single
digit growth (141,251 TEUs; +8.7% YoY). The management expects the
domestic volumes to improve for the rest of FY19 with the increase in input
cost to be passed on gradually. The SEIS income for Q1FY19 was at X
700mn.

Double stacking and export demand enabled to maintain margins

The company saw 53% YoY growth in double stacked container trains to
829 rakes and the management is likely to see a growth of 50% YoY for the
rest for FY19, primarily from Kathuwas which currently handles ~25,000
TEUs/month and Jhagwada which handles two double stacked trains per
day with further scope for improvement, enabling to improve EBITDA
margins by 187bps to 24.9% and rail freight margin for the quarter at
28.27%. There was an overall reduction of lead distance of 46kms (from 870
kms to 824 kms) with domestic volumes seeing the most reduction of
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Other Key takeaways from the earnings call

During the quarter the company‘s market share at JNPT, Mundra and Pipavav
ports was at 84.4%, 50.5% and 52.6% respectively with overall market share
at 73.7%.

Volume share from JNPT, Mundra and Pipavav ports at 35.2%. 32.5% and
14.3% respectively.

Increase in other operating cost by ~30% YoY to ¥1,852.4mn primarily due to
increase in land license fees.

For Q1FY19 the originating volumes registered growth of 8% YoY to 592,449
TEUs (EXIM-522,284 TEUs; Domestic-70,155 TEUs) compared to Q1FY18
volumes of 548,282 TEUs (EXIM-483,776 TEUs; Domestic-64,506 TEUS)

The management expects staff cost to increase by 8-10% YoY for FY19.

The company expects some operational benefit from the 15 August 2018
launch of Dadri-Phulera western DFC 169 kms line with major uptick to be
seen once extended upto Palanpur which is likely to be connected in FY20

Currently 11 rakes (68 tonnes payload) of high capacity are operating and the
entire fleet is likely be converted in next two years.

As per the management, the warehousing space at terminals to see growth
from present 4.5 mn sq. ft. to 8mn sq. ft. in next two years with further addition
of 50mn sq. ft of warehousing space to be added in next three year enabled
by distribution logistics services.

The company gained 4% domestic market share from Indian Railways
Plans for extension gate concept in two more places

The management sees utilisation levels of 11 new terminals to be launched
in FY19 a challenge.

The company is not able to maintain the time-tabled trains as per plans due
to congestion problems.
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Exhibit 1: EXIM-Domestic revenue mix %

Exhibit 2: EXIM-Domestic volume trend
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Exhibit 3: EXIM volumes & realization/TEUs

Source: Company, DART

Exhibit 4: Domestic volumes & realization/TEUs
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Exhibit 5: Revenue & Revenue growth (%)

Source: Company, DART

Exhibit 6: Profit & Profit growth (%)
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Income Statement & mn)

Cash Flow & mn)

Particulars Marl7 Marl8P Marl9E Mar20E  Particulars Marl7 Marl8P Marl9E Mar20E
Net Sales 56,061 61,671 68,473 77,169 Profit before tax 11,806 14,043 16,193 18,969
Total Expenditure 43,593 46,843 51,834 57,723  Depreciation & w.o. 3,618 3,811 4,212 4,721
Operating Expenses 39,623 41,712 46,288 51,703  Direct taxes paid (3,226) (3,436) (4,204) (4,926)
Employee Expenses 1,869 2,779 3,081 3,241  Change in Working Capital 1,927 (1,514) 475 345
Selling & Adm.Expenses 2,202 2,352 2,465 2,778 (A) CF from Opt. Activities 14,061 12,904 16,676 19,109
Other Income 2,802 3,026 3,766 4,244  Capex (9,106) (10,219) (8,990) (9,080)
EBIDTA (Excl. Ol) 12,468 14,828 16,639 19,446  Free Cash Flow to Firm 4955 2,685 7,685 10,028
EBIDTA (Incl. OI) 15,360 17,854 20,405 23,690 Inc./ (Dec.) in Investments (621) 16,624 (1,700) (1,600)
Depreciation 3,518 3,811 4,212 4,721  (B) CF from Invt. Activities  (9,727) 6,404 (10,690) (10,680)
Profit Before Tax 11,806 14,043 16,193 18,969 Inc./(Dec.) in Debt (197) 37) 20 -
Tax 3,226 3,436 4,204 4,926 Interest exp net (37) - - -
Net Profit 8,580 10,607 11,989 14,042 Dividend Paid (Incl. Tax) (4,146) (5,704) (6,435) (7,540)
(C) CF from Financing (4,379) (5,254) (6,415) (7,540)
Balance Sheet @ mn) Net Change in Cash 8,836 2,983 482 1,961
Particulars Marl7? Marl8P Marl9E Mar20E Opening Cash balances 7,999 16,835 19,817 20,299
Sources of Funds Closing Cash balances 16,835 19,817 20,299 22,260
Equity Capital 1,950 2,437 2,437 2,437
Other Reserves 86,512 91,574 98,040 105615 Important Ratios
Net Worth 88,462 94,011 100,477 108,052 Particulars Marl7 Marl8P Marl9E Mar20E
Loan Funds 250 213 233 233  (A) Measures of Performance (%)
Deferred Tax Liability 2,402 1,877 1,877 1,877  EBIDTA Margin (excl. O.1.) 22.2 24.0 24.3 252
Total Capital Employed 91,114 96,101 102,587 110,163 Gross Profit Margin 27.3 29.0 29.8 30.7
Applications of Funds Tax/PBT 27.3 24.5 26.0 26.0
Gross Block 60,102 68,682 77,605 86,618  Net Profit Margin 15.3 17.2 17.5 18.2
Less: Accumulated Dep. 26,404 32,198 36,410 41,131 (B) As Percentage of Net Sales
Net Block 33,698 36,484 41,195 45,487 Operating Expenses 70.5 67.6 67.6 67.0
Capital Work in Progress 5,071 6,710 6,778 6,845  Employee Expenses 3.3 4.5 4.5 4.2
Investments 48,375 31,752 33,452 35,052  Selling & Adm. Expenses 3.9 3.8 3.6 3.6
Current Assets, Loans & Advances (C) Measures of Financial Status
Inventories 225 274 303 338  Average Cost of Debt (%) 10.5 - - -
Sundry Debtors 425 604 610 655 Debtors Period (days) 2.8 3.6 3.3 3.1
Cash and Bank Balance 16,835 19,817 20,299 22,260 Closing stock (days) 1.5 1.6 1.6 1.6
Loans and Advances 7,294 10,838 10,793 11,228 Inventory Turnover Ratio (x) 249 225 226 228
sub total 24,779 31,533 32,005 34,481  Fixed Assets Turnover (x) 0.9 0.9 0.9 0.9
Less: Current Liabilities & Provisions WC Turnover (x) 3.4 2.9 3.2 3.4
Current Liabilities 8,120 10,378 10,843 11,703 Non-Cash WC (X Mn) (176) 1,338 863 519
sub total 8,120 10,378 10,843 11,703 (D) Measures of Investment
Net Current Assets 16,659 21,155 21,162 22,778 EPS R.) (excl EO) 17.6 21.8 24.6 28.8
Total Assets 91,114 96,101 102,587 110,163 CEPS X)) 17.6 21.8 24.6 28.8
E — Estimates DPS R.) 24.8 29.6 33.2 38.5
Dividend Payout (%) 18.2 10.0 11.3 13.2
Profit Ploughback (%) 103.2 46.0 45.9 45.9
Book Value .) (3.2) 54.0 54.1 54.1
ROANW (%) 363.0 385.7 412.3 4433
ROACE (%) 10.0 11.6 12.3 13.5
ROAIC (%) 13.3 15.0 16.3 17.8
(E) Valuation Ratios
CMP (%)) 658 658 658 658
P/E (x) 37.4 30.3 26.8 22.9
Market Cap. . Mn.) 256,717 320,896 320,906 320,906
MCap/ Sales (x) 4.6 5.2 4.7 4.2
EV ®. Mn.) 240,132 301,292 300,840 298,879
EV/Sales (x) 43 4.9 4.4 3.9
EV/EBDITA (X) 19.3 20.3 18.1 15.4
P/BV (x) 1.8 1.7 1.6 15
FCFE/Yield (%) 1.8 0.8 2.4 3.1
Dividend Yield (%) 2.8 1.5 1.7 2.0

E — Estimates
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Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views
expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part
of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this
research report.

|. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

1. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s),
if any, covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select
recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the
prior written consent of Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein.
Dolat Capital Market Private Limited. and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and
financing group. Dolat Capital Market Private Limited. and/or its affiliated company(ies) might have provided or may provide services in respect
of managing offerings of securities, corporate finance, investment banking, mergers & acquisitions, financing or any other advisory services
to the company(ies) covered herein. Dolat Capital Market Private Limited. and/or its affiliated company(ies) might have received or may
receive compensation from the company(ies) mentioned in this report for rendering any of the above services. Research analysts and sales
persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated company(ies) associated with it. While reasonable
care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or developments
referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness. Dolat Capital Market Private
Limited. may 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 in this report. This report is provided for information only and is not an investment advice and must not alone be taken as the basis
for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market
Private Limited. reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital
Market Private Limited. and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities
and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act
as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any
recommendation and other related information and opinions. This report is neither an offer nor solicitation of an offer to buy and/or sell any
securities mentioned herein and/or not an official confirmation of any transaction. 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 law, regulation or which would subject Dolat Capital Market Private Limited. and/or its
affiliated company(ies) 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 a certain category of investors. Persons in whose possession this report may come, are required to
inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the
research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the
United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading
securities held by a research analyst account.

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-
6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange
Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then
it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
onward to any U.S. person or entity.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S.
registered broker-dealer Ltd Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be
effected through Marco Polo or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to
time.

Dolat Capital Market Private Limited.

Corporate Identity Number: U65990DD1993PTC009797
Member: BSE Limited and National Stock Exchange of India Limited.
SEBI Registration No: BSE - INB010710052 & INF010710052, NSE - INB230710031& INF230710031, Research: INHO00000685
Registered office: Office No. 141, Centre Point, Somnath, Daman — 396 210, Daman & Diu
Board: +9122 40969700 | Fax: +9122 22651278 | Email: research@dolatcapital.com | www.dolatcapital.com

Our Research reports are also available on Reuters, Thomson Publishers, DowJones and Bloomberg (DCML <GO>)



