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CONTAINER CORPORATION OF INDIA LTD
Stock Details PRICE RS.652 TARGET RS.775 BUY

Market cap (Rs mn) 317052
52-wk Hi/Lo (Rs) 750/540  Container Corporation has reported strong YoY increase in volume in Exim at
Face Value (Rs) 5> 794,402 TEUs (+11.4% YoY) and similar growth in domestic at 142,559 TEUs
thar’:iZa('Z)"O' 882'2;3 (+9.7% YoY). But volumes failed to pick-up sequentially. Even realizations
Source: Bloomberg continue to remain under pressure. We believe the current market price
factors the bad things that can happen to the company.
Financial Summary . .
Y/E Mar (Rs mn) rvis rioe rvzoe  Key Highlights
Revenue 58,094 64894 72032 QO Concor Q1FY19 result highlights include 1) healthy improvement in volumes
Growth (%) 94 100 110 in the Exim segment with market share gains on YoY basis; 2) recovery of
EBITDA 12154 13,596 15397 volumes in the domestic segment post implementation of GST; 3) falling lead
EBITDA margin (%) 206 210 214 distance which impacted revenue per TEU; 4) reduction in empty running cost
:/:sT 10’26172 11;? 13;793 and benefit of double stacking accruing to the company which supported the
EPS Growth (%) ©06) 97 152 margins.
BV (Rs/share) 219 240 265 O SalesgrowthtoRs 15.6 bn (+7.7% YoY), improvement in gross margins, higher
Dividend/share (Rs) 75 80 85 other income ,higher depreciation and higher effective tax rate led to
ROE (%) 129 135 139 recurring PAT of Rs 2.53 bn in line with our estimate.
ROCE (%) 105 105 110
P/E (%) 297 271 235 & Management has guided an overall volume growth of 10% in FY19.Increased
EV/EBITDA () 168 152 136 double stacking, higher number of operational logistics park and
P/BV (x) 30 27 25 improvement in business prospect bodes well for Concor. Recommend BUY
Source: Company with an unchanged TP Rs 775 at 28x FY20E.
Shareholding Pattern (%) Valuation and Outlook
%) Jun-18 Mar-18 Dec-17  The quarterly performance highlights issues faced by Concor to maintain high
Promoters >48 548 548 market share and strong earnings growth simultaneously. The current margins
FII 256 252 252 . . . . .
o1 s 158 137 have already factored in the falling lead distance and high empty running. Further
Others 48 4o o3 benefits of double-stacking, lower empty running, higher number of operational
Source: Company logistics park, improvement in business prospect with Dedicated Freight corridor
(DFC) in FY20E and improvement in global and domestic trade is estimated to
Price Performance (%) improve the business prospects, revenues and operational performance for
(%) M 3M  6M  Concor. We expect the next few years to be game changer for Concor, especially
Container Corp 73 070 97 FY20, when we expect the Dedicated Freight Corridor (DFC) to be partially
Nifty 57 55 19 operational.
Source: Bloomberg
Quarterly Performance
Price chart (Rs) (Rs Mn) Q1FY18  Q4FY18  QIFY19  YoY (%) QoQ (%)
750 Revenues 14,568 15,587 15,683 7.7 0.6
700 Staff cost 448 808 701 56.5 (13.2)
Rail freight expenses 8,683 9,149 8,723 0.5 4.7)
650 Others 2169 2,164 2,356 86 8.9
600 Operating expenditure 11,300 12,121 11,780 4.2 (2.8)
- EBIDTA 3,268 3,466 3,903 19.4 126
17 Novd? Maris  Julig  EBIDTA(%) 224 222 24.9 10.9 11.9
Other Income 936 409 621 33.7) 51.8
Source: Bloomberg Interest 0 0 0
Depreciation 953 1,010 1,022 7.2 1.2
Taxation 807 461 976 20.9 111.7
Adjusted PAT 2,444 2,404 2,526 3.4 5.1
Extraordinary 533 0
Reported PAT 2,444 2,937 2,526 3.4 (14.0)
Amit Agarwal Equity 2,437 2,438 2,437 0.0 0.0
agarwal.amit@kotak.com Reported EPS 5.0 6.0 5.2 3.4 -14.0
+91 22 6218 6439 Source: Company
Kotak Securities — Private Client Research Please see the Disclosure/Disclaimer on the last page For Private Circulation 1



JULY 30, 2018

kotak

Securities

Volumes exhibiting strong trend

Factors like improved global and domestic container trade, increase in Exim
business from India, improved volumes at major ports and steps taken by Concor
has led to improvement in volumes for the company.

However, falling lead distance has impacted the realisations per TEU,
compensated partially by double stacking

Trends in quarterly volumes and realisations for Concor

Volume and realization Q1FY18 Q2FY18 Q3FY18 Q4FY18 Q1FY19
Exim volumes (TEUs) 712,794 752,867 739,472 796,815 794,402
Domestic volumes (TEUs) 129,915 117,963 127,968 154,138 142,559
Total volumes (TEUs) 842,709 870,830 867,440 950,953 936,961
Exim revenues (Rs Mn) 11,316 11,414 11,332 11,786 12,327
Domestic revenues (Rs mn) 3,252 2,887 3,203 3,806 3,356
Total revenues (Rs mn) 14,568 14,301 14,535 15,592 15,683
Realisation Exim/ TEU 15,876 15,161 15,324 14,791 15,517
Realisation Domestic/ TEU 25,032 24,474 25,030 24,692 23,541
Avg Realisation/TEU 17,287 16,422 16,756 16,396 16,738

Source: Company

Other highlights

B Concor's total volume grew at a healthy pace of 11.2% YoY to 936,961 TEUs,
led by strong volume growth in EXIM, new strategic initiatives (boosting
domestic volume) and pick-up in trade activity.

® EXIM volume grew by 11.4% YoY to 794,402 TEUs (in line with our estimate),
led by healthy growth in exports. On the domestic front, the company

reported healthy volume growth of 9.7% YoY to 142,559 TEUs led by
continuous gain in market share.

B The empty running cost continued to decrease, falling by Rs100mn to
Rs580mn in EXIM, mainly owing to rise in double stacking. The company
increased its double stacking by 52.7% YoY to 829 trains.

B The lead distance continuous to reduce in the EXIM segment, declining by
30kms to

B 713kms and by 120kms to 1310km in the domestic segment. The average
lead distance reduced to 824km in Q1FY19 from 870km in Q1FY18.

B Going forward, the commissioning of new MMLPs and various new initiatives
are expected to help Concor to sustain growth momentum in domestic
volume.

Company to achieve its guided volume numbers

Concor has given a guidance of 10 to 12% volume growth per annum over FY18
to FY20 with 1) improvement in the volumes at major gateway ports of the
country, 2) improvement in overall trade, 3) various strategies adopted by the
company to improve market share and 4) complete leveraging of the mammoth
infrastructure of the company

Management is also banking on:

1) Improving relationship further with clients

2) Multimodal logistics Parks(MMLPs)

3) Double stacking (improvement of 50% possible from current levels)
4) Government projects
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According to the management, the benefits of the above steps are multifold,
including lower operating costs, lower imbalance and thus lower empties
repositioning costs and potential to attract more volumes. Tax rate will remain
low (23% in FY2018) due to section 80I benefits from commissioning of new
Multimodal Logistics Park (MMLPs). Further, the company has also freight rates
by up to Rs 1,000/TEU across the board from 15-May-2018.

Volume growth to remain healthy

We estimate the volumes to grow at ~10% CAGR in Exim and 7% in Domestic
segment over FY18-FY20E. It is important to note that FY18 was the best year for
Concor in both Exim and Domestic volumes.

Volume trend for Concor in “000” TEUs

Segment FY15 FY16 FY17 FY18 FY19E FY20E
Exim TEUs 2,621 2,476 2,640 3,001 3,301 3,631
YoY % 11.0 (5.5) 6.6 13.7 10.0 10.0
Domestic TEUs 489 448 459 530 562 596
YoY % (3.5) (8.5) 2.5 15.5 6.0 6.0
Total 3,111 2,924 3,099 3,531 3,863 4,227
YoY % 84 -6.0 6.0 13.9 9.4 9.4

Source: Company

Company background

Concor is public sector undertaking (PSU) with the government holding ~55% in
it. Since incorporation in 1988, when it took over the existing network of Indian
Railways, Concor has been the undisputed market leader in the Container Rail
Segment with the largest network — 65 container terminals and around 275 rakes
operating per year. Concor also provides multi-modal logistics support to both
the domestic and Exim (international) trade and targets to become a one-stop
logistics solution going ahead. Moreover, Concor enjoys strong operational
support from Indian Railways.
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Financials: Consolidated

Profit and Loss Statement (Rs mn) Balance sheet (Rs mn)
(Year-end March) FY17 FY18 FY19E FY20E (Year-end March) FY17 FY18 FY19E FY20E
Revenues 53,945 58,994 64,894 72,032 Cash 30,154 36,323 42,811 51,994
% change YoY 6.1) 94 10.0 11.0 Other current assets 10,789 11,799 12,979 14,406
EBITDA 10,354 12,154 13,596 15,397 Inventories 0 0 0 0
Depreciation 3,630 3,926 3,875 4,000 LT investments 13,800 14,500 15,000 15,000
EBIT 6,724 8,228 9,721 11,397 Net fixed assets 46,255 47,422 50,599 54,104
Other income 7,367 4,901 5,300 5,750 Total assets 100,998 110,044 121,389 135,504
Interest cost 0 0 0 0
Profit before tax 14,091 13,129 15,021 17,147
Tax 3,346 2,453 3,305 3,649 Current liabilities 3,237 3540 4,543 6,483
ETR (%) 23.7 18.7 220 213 LT debt 0 0 0 0
Profit after tax 10,745 10,676 11,716 13,498 Minority Interest 0 0 0 0
Associates & Minority interest 0 0 0 0 Equity Capital 2,435 2,435 2,435 2,435
Net income 10,745 10,676 11,716 13,498 Reserves 95,326 104,069 114,411 126,586
% change YoY 84 -0.6 9.7 15.2 Networth 97,761 106,504 116,846 129,021
Shares outstanding (m) 487 487 487 487 Total liabilities 100,998 110,043 121,388 135,504
EPS (reported) (Rs) 22.1 21.9 24.1 27.7
CEPS (Rs) 364 35.0 38.8 434
DPS (Rs) 85 7.5 8.0 85 BVPS (Rs) 201 219 240 265
Source: Company, Kotak Securities — Private Client Research Source: Company, Kotak Securities — Private Client Research
Cash flow Statement (Rs mn) Ratio Analysis
(Year-end March) FY17 FY18 FY19E FY20E (Year-end March) FY17 FY18 FY19E FY20E
PAT 10,745 10,676 11,716 13,498 Sales growth (%) 6.1 94 10.0 11.0
DTL 3,346 2,453 3,305 3,649 EBITDA margin (%) 19.2 20.6 21.0 214
Depreciation 3,630 3,926 3,875 4,000 EBIT margin (%) 12.5 13.9 15.0 15.8
Change in working capital (87) (707) 177) 513 Net profit margin (%) 199 18.1 18.1 18.7
CF from operations 17,634 16,348 18,719 21,660 ROE (%) 15.1 12.9 13.5 13.9
ROCE (%) 11.5 10.5 10.5 11.0
Capex (9,903) (5,093) (7,052) (7,505) DPS 8.5 7.5 8.0 85
(Inc)/dec in investments (200) (700) (500) - Dividend Payout (%) 46.3 41.1 399 36.8
CF from investments (10,103) (5,793) (7,552) (7,505)
WC days 50.8 489 470 414
Equity raised - - - - Debt/equity ratio(x) - - - -
Debt raised - - - -
Dividend Paid (4,971) (4,387) (4,679) (4,971) PER (x) 29.6 29.7 27.1 235
Miscellanous - - - - P/C (x) 17.9 18.6 16.8 15.0
CF from financing (4,971) (4,387) (4,679) (4,971) Dividend yield (%) 1.3 1.2 1.2 13
Net cash 2,559 6,169 6,488 9,183 P/B (x) 3.2 3.0 2.7 25
Opening cash 27,595 30,154 36,323 42,811 EV/Sales (x) 53 49 44 4.0
Closing cash 30,154 36,323 42,811 51,994 EV/ EBITDA (x) 16.2 16.8 15.2 13.6
Source: Company, Kotak Securities — Private Client Research Source: Company, Kotak Securities — Private Client Research
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RATING SCALE

Definitions of ratings

BUY -
ACCUMULATE
REDUCE -
SELL -

NR -

SUBSCRIBE -
RS -

NA -

NM -
NOTE -

We expect the stock to deliver more than 12% returns over the next 12 months
We expect the stock to deliver 5% - 12% returns over the next 12 months

We expect the stock to deliver 0% - 5% returns over the next 12 months

We expect the stock to deliver negative returns over the next 12 months

Not Rated. Kotak Securities is not assigning any rating or price target to the stock. The
report has been prepared for information purposes only.

We advise investor to subscribe to the IPO.

Rating Suspended. Kotak Securities has suspended the investment rating and price target
for this stock, either because there is not a Sufficient fundamental basis for determining, or
there are legal, regulatory or policy constraints around publishing, an investment rating or
target. The previous investment rating and price target, if any, are no longer in effect for this
stock and should not be relied upon.

Not Available or Not Applicable. The information is not available for display or is not
applicable

Not Meaningful. The information is not meaningful and is therefore excluded.

Our target prices are with a 12-month perspective. Returns stated in the rating scale are our
internal benchmark.
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Disclosure/Disclaimer

Kotak Securities Limited established in 1994, is a subsidiary of Kotak Mahindra Bank Limited. Kotak Securities is one of India's largest brokerage and distribution house.

Kotak Securities Limited is a corporate trading and clearing member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), Metropolitan

Stock Exchange of India Limited (MSE). Our businesses include stock broking, services rendered in connection with distribution of primary market issues and financial

products like mutual funds and fixed deposits, depository services and Portfolio Management.

Kotak Securities Limited is also a depository participant with National Securities Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL). Kotak

Securities Limited is also registered with Insurance Regulatory and Development Authority as Corporate Agent for Kotak Mahindra Old Mutual Life Insurance Limited and

is also a Mutual Fund Advisor registered with Association of Mutual Funds in India (AMFI). We are registered as a Research Analyst under SEBI (Research Analyst)

Regulations, 2014.

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years.

However SEBI, Exchanges and Depositories have conducted the routine inspection and based on their observations have issued advise/warning/deficiency letters/ or

levied minor penalty on KSL for certain operational deviations. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities;

nor has our certificate of registration been cancelled by SEBI at any point of time.

We offer our research services to clients as well as our prospects.

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person.

Persons into whose possession this document may come are required to observe these restrictions.

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed as an offer

to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of

Kotak Securities Ltd. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual

clients.

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness cannot be

guaranteed. Neither Kotak Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The recipients of this material

should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in this material may go up or down. Past

performance is not a guide for future performance. Certain transactions -including those involving futures, options and other derivatives as well as non-investment grade

securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centers on studying charts of a stock's price movement and

trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed

in this material, there may be regulatory, compliance or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-

looking statements are not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may make investment decisions

that are inconsistent with the recommendations expressed herein.

Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been prepared by the Private Client

Group. The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, target price of the Institutional

Equities Research Group of Kotak Securities Limited.

We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide may: (a) from time to time, have long or short positions

in, and buy or sell the securities thereof, of 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 subject company/company (ies) discussed herein or act as advisor or lender / borrower

to such company (ies) or have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of

publication of Research Report or at the time of public appearance. Kotak Securities Limited (KSL) may have proprietary long/short position in the above mentioned

scrip(s) and therefore may be considered as interested. The views provided herein are general in nature and does not consider risk appetite or investment objective of

particular investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation to do business

with KSL. Kotak Securities Limited is also a Portfolio Manager. Portfolio Management Team (PMS) takes its investment decisions independent of the PCG research and

accordingly PMS may have positions contrary to the PCG research recommendation. Kotak Securities Limited does not provide any promise or assurance of favourable

view for a particular industry or sector or business group in any manner. The investor is requested to take into consideration all the risk factors including their financial

condition, suitability to risk return profile and take professional advice before investing.

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and

its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

No part of this material may be duplicated in any form and/or redistributed without Kotak Securities' prior written consent.

Details of Associates are available on our website ie www.kotak.com

Research Analyst has served as an officer, director or employee of subject company(ies): No

We or our associates may have received compensation from the subject company(ies) in the past 12 months.

We or our associates have managed or co-managed public offering of securities for the subject company(ies) in the past 12 months: No

We or our associates may have received compensation for investment banking or merchant banking or brokerage services from the subject company(ies) in the past 12

months. We or our associates may have received any compensation for products or services other than investment banking or merchant banking or brokerage services
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party in connection with the research report. Our associates may have financial interest in the subject company(ies).

Research Analyst or his/her relative's financial interest in the subject company(ies): No

Kotak Securities Limited has financial interest in the subject company(ies) at the end of the month immediately preceding the date of publication of Research Report:
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Our associates may have actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of

publication of Research Report.

Research Analyst or his/her relatives has actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding

the date of publication of Research Report: No.
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publication of Research Report: No
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