Gujarat Pipavav (cusery)

CMP: X 86

Target: ¥ 90 (® 5%)

Target Period: 12 months

May 16, 2019

Margins continue to remain subdued

Gujarat Pipavav Port’s (GPPL) container volumes grew a mere 7% YoY,
which reflected lower transhipment volumes (management indicated the
impact was mainly due to Chinese new year). Bulk and liquid volumes grew
58% and 14%, respectively, mainly due to higher growth in fertiliser and
LPG volumes, respectively, while Ro-Ro volumes remained weak, leading to
overall revenue growth of 9% YoY. Subsequently, EBITDA margins fell 95
bps due to higher fertiliser handling costs. Hence, PAT grew 5% YoY. The
management expects FY20 to remain strong on container volume growth.

Trans-shipment led to strong growth in FY19 container volume

In FY19, container volumes grew 28% to 903 (‘000) TEU, led by strong trans-
shipment volumes (that command lower realisation). Bulk volumes grew
10% to 2 MMT, led by a resurgence in fertiliser volumes, while liquid and
Ro-Ro volumes declined 38% and 23%to 0.64 MMT and 76000 cars,
respectively. The management expects container and liquid volumes to
remain strong in FY20. However, they expect volatility to continue in the bulk
segment and slower growth in Ro-Ro segment. We expect 15% container
growth (core+trans-shipment) to drive revenue at 11% CAGR in FY19-21.

Margins expected to remain in 56-57% range

A rise in volumes of trans-shipment and fertiliser (in bulk segment) has kept
margins under check for two years. The management expects it to remain
at similar levels for FY20. Competition from JNPT and Mundra ports is also
expected to keep realisations from container and bulk subdued. However,
growth from high margin/realisation business (liquid cargo, Ro-Ro) remains
critical for margin improvement. The management expects these
businesses to revive and contribute more over medium to long term.
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Market Capitalisation (X Crore) 4,162.4
Total Debt (FY19P) (% Crore) -
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MF Holding (%) 10.6
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Key Highlights

® Management expects container and
liquid volumes to remain strong in
FY20 but expects volatility to
continue in bulk segment and slower
growth in Ro-Ro segment

® We expect 15% container growth
(core+trans-shipment) to  drive
revenue at 11% CAGR in FY19-21

® GPPL expected to become DFC
compliant in FY20

Subsequently, we expect EBITDA to grow at a CAGR of 13% in FY19-21E.

® Recommendation changed from BUY

Valuation and Outlook to HOLD
GPPL is expected to turn DFC compliant in FY20 (capex of ~X 140 crore in
FY20), with electrification and rake handling over 269 km rail track, which Bharat Chhoda

connects GPPL to DFC network. Also, the management expects the bharat.chhoda@icicisecurities.com

discussion on the extension of port license by GMB to commence post
elections. However, an unfavourable product mix, rising competition with
other ports and continuance of subdued margins in the short to medium
term has led us to revise our target price to ¥ 90 (at FY21E P/E multiple of
14) with a HOLD rating on the stock.

Harshal Mehta
harshal.mehta@icicisecurities.com
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Key Financial Summary

X crore FY17 FY18 FY19P FY20E FY21E CAGR (%)
Net Sales 683.1 648.9 702.0 772.9 863.6 6.0
EBITDA 418.6 374.1 388.9 430.5 493.1 4.2
EBITDA margins (%) 61.3 57.6 55.4 55.7 57.1
PAT 282.2 221.0 236.7 267.2 308.7 2.3
P/E (x) 14.7 18.8 17.6 15.6 13.5
P/B (x) 1.9 1.9 1.9 1.9 1.8
RoCE (%) 14.0 12.1 12.2 13.6 15.9

RoE (%) 11.5 9.2 9.4 10.6 12.3
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Exhibit 1: Variance Analysis

Q4FY19 Q4FY19E Q4FY18 YoY (%) Q3FY19 QoQ (%) Comments
Revenues higher due to higher volume growth in the

Revenue 180.1 175.2  165.5 8.8 174.7 3.1 .
container and bulk segment

Operating Expenses 37.9 31.5 25.9 46.4 32.8 15.7

Employee Expenses 15.0 14.9 13.7 9.8 14.5 3.4

Administrative & Oth Expenses 21.7 29.8 32.9 -15.9 28.7 -3.6

Total Expense 80.6 76.2 72.5 11.2 76.0 6.1

EBITDA 99.5 99.0 93.0 7.0 98.7 0.8
EBITDA margin declined YoY mainly on account of higher

EBITDA Margin (%) 55.2 56.5 56.2 -95 bps 56.5 -125 bps  growth in fertiliser volumes (requires higher handling
costs)

Depreciation 31.0 27.4 26.7 16.1 275 12.8 Highe.r YoY due to change in accounting estimate of
certain assets

Interest 0.1 0.0 0.1 20.0 0.1 140.0

Other Income 11.1 10.5 8.2 34.7 10.3 1.5

Exceptional Gain/Loss 0.0 0.0 0.0 0.0 0.0 0.0

PBT 79.5 82.1 74.4 6.8 81.5 -2.5

Total Tax 285 28.7 25.8 10.5 29.2 -2.4

PAT 50.9 53.3 48.6 4.8 52.2 -2.5

Source: ICICI Direct Research

Exhibit 2: Key Metrics

Key Metrics Q4FY19 Q4FY18 YoY (%) Q3FY19 QoQ (%)

Container Volume (000 TEUs) 219.0 205.0 6.8 251.0 12.7 Volumes higher on account of additional transshipment
volumes

Bulk Volume (Million Tonnes) 052 027 95 033 576 Higher volumes in fertiliser segment lead to strong
growth

Liquid Volume (Million Tonnes) 0.24 0.21 14.3 0.15 61.1 Higher volumes in LPG segment lead to strong growth

Ro-Ro (no of cars) 18,000 23,000 -21.7 20,000 -10.0 Ro-Ro continues to remain subdued

Source: Company, ICICI Direct Research

Exhibit 3: Change in estimates

FY20E FY21E Comments

(% Crore) FY17 FY18 FY19 Old New % Change Old New % Change
Revenue 683.1 648.9 702.0 7791 772.9 -0.8 895.7 863.6 -3.6
EBITDA 418.6  374.1 388.9 433.9 4305 -0.8 5114  493.1 -3.6

EBITDA Margin (%) 61.3 57.6 55.4 55.7 55.7 0 bps 57.1 57.1 0 bps Margins expected to remain at 56-57%

' Estimates impacted by higher depreciation
. i and lower other income

EPS () 5.8 4.6 4.9 5.8 5.5 -4.7 7.0 6.4 -8.8

Source: Company, ICICI Direct Research

Exhibit 4: Assumptions

Current Earlier
FY17 FY18 FY19 FY20E FY21E  FY20E FY21E
Container Volume (000 TEUs) 663.0 703.0 903.0 1,038.5 1,194.2  929.7 1,128.8

PAT 2822 221.0 236.7 2815 267.2 -5.1 338.0 308.7

Bulk Volume (Million Tonnes) ~ 2.47  1.82 2.00 208 216  1.97 1,97 Estimates revised due to higher contribution from
fertiliser segment

Source: ICICI Direct Research, Company

N
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Conference call highlights

e The management expects trans-shipment volumes to revive in
coming quarters and expects it to provide a strong push to container
volume growth

e The management said that it recorded lowest margins in bulk
segment, due to higher fertiliser handling expenses

e GPPL expects discussion on extension of port license with Gujarat
Maritime Board to commence post elections

e Regarding the ¥ 18-crore bank guarantee encashed by GMB in
Q4FY19, the management expects to gain clarity in a quarter or two.
The bank guarantee relates to GPPL expansion plan submitted to
GMB in 2012, which never materialised

e On the realisation front, Exim container volumes continued to
command ¥ 6000-6200/TEU, bulk and liquid volumes at ¥ 450-
500/tonne

e Import: export container volumes were at 60:40 levels

e FY19 capex was at ¥ 70 crore with FY20 capex expected to increase
to T 140 crore (inclusive of ¥ 70 crore) to become DFC compliant

ICICI Securities | Retail Research 3
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Key Metrics

Exhibit 5: Container volume at GPPL

Exhibit 6: Container volume at major ports
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Exhibit 7: Revenue likely to grow at 11% CAGR (FY19-21) Exhibit 8: EBITDA expected to grow at 13% CAGR (FY19-21)
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Exhibit 9: PAT expected to grow at 13% CAGR (FY19-21) Exhibit 10: Free cash flow expected to remain strong
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Exhibit 11: Valuation Summary

Sales Growth EPS  Growth PE  EV/EBITDA  RoNW RoCE

Rer) (%) ®) (%) (x) (x) (%) (%)
FY17 683.1 3.5 5.8 7.9 257 16.8 140 115
FY18 648.9 (5.00 46 (21.7) 188 10.0 9.2 12.1
FY19E 702.0 8.2 4.9 7.1 184 9.3 9.4 122
FY20E 772.9 10.1 5.5 129 163 8.4 10.6 13.6
FY21E 863.6 1.7 6.4 155  14.1 7.2 12.3 15.9

Source: Company, ICICI Direct Research
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Exhibit 12: Recommendation history vs. Consensus
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Exhibit 13: Shareholders Exhibit 14: Shareholding Pattern

Rank Investor Name Latest Filing Date % O0/S Position (m) Change (m) (in %) Jun-18 Sep-18 Dec-18 Mar-19
1 Government of India 31-Dec-18 0.68 333.9 0.0 Promoter 54.8 54.8 54.8 54.8
2 Matthews International Capital Manage 30-Sep-18  0.04 19.6 0.7 Public 45.2 45.2 45.2 45.2
3 LIC Mutual Fund Asset Management C 31-Dec-18 0.04 19.3 0.0 Source: CIC Direct Research, Reuters, Company

4 Aberdeen Standard Investments (Asia) 31-Dec-18 0.04 19.0 -0.4

5 ICICI Prudential Asset Management Co 30-Sep-18  0.03 12.9 0.0

6 Hermes Investment Management Ltd. 30-Nov-18 0.02 9.0 0.0

7 UTI Asset Management Co. Ltd. 31-Dec-18 0.02 8.3 -0.9

8 HDFC Asset Management Co., Ltd. 31-Dec-18 0.02 7.9 0.0

9 The Vanguard Group, Inc. 31-Dec-18  0.01 7.0 0.0

10  Azim Premji Trust 31-Dec-18  0.01 6.3 0.0

Source: ICICI Direct Research, Reuters, Company

Exhibit 15: Recent Activity

Buys Sells

Investor name Value Shares Investor name Value Shares
Seafarer Capital Partners, LLC 20.73 2.99 UTI Asset Management Co. Ltd. -71.37 -0.93
Matthews International Capital Management, L.L.C 5.12 0.74 IDFC Asset Management Company Private Limited -7.16 -0.91
FIL Investment Management (Hong Kong) Limited 2.49 0.36 Aberdeen Standard Investments (Asia) Limited -3.41 -0.43
BlackRock Institutional Trust Company, N.A. 1.69 0.23 Kotak Mahindra Asset Management Company Ltd. -3.17 -0.40
Axis Asset Management Company Limited 1.60 0.22 First State Investments (Singapore) -2.85 -0.37

Source: ICICI Direct Research, Reuters

ICICI Securities | Retail Research 6
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Exhibit 16: Profit & Loss Statement

(Year-end March)
Total operating Income
Growth (%)

Operating Expenses
Waterfront Royalty
Power and fuel
Repairs-plant, mach & equi
Employee Cost

Other Expenses

Total Expenditure
EBITDA

Growth (%)
Depreciation

Interest

Other Income

PBT

Tax

PAT

Share of Profit from Associ
Adjusted PAT

Growth (%)

EPS

Source: ICICI Direct Research

Exhibit 18: Balance Sheet

(Year-end March)
Sources of Funds

Equity Capital

Reserve and Surplus
Total Shareholders funds
Total Debt

Long term Provisions
Other Long term liabilities
Deferred Tax Liability
Total Liabilities
Application of Funds
Gross Block

Less: Acc Depreciation
Net Block

Capital WIP

Total Fixed Assets
Non-current Investments
Other Non current inv
Deferred Tax Asset
Current tax assets
Inventory

Debtors

Loans and Advances
Other Current Assets
Cash

Total Current Assets
Creditors

Other liab & Provisions
Total Current Liabilities
Net Current Assets

Application of Funds
Source: ICICI Direct Research

FY18
648.9
-5.0
106.1
12.4
25.4
31.0
52.9
47.1
274.8
374.1
-10.6
103.6
0.4
37.1
307.2
108.7
198.5
22.6
221.0
-19.4
4.6

FY18

483.4
1,676.0
2,159.5

0.0

0.0
78.5
0.34
2,238.2

1,991.2
305.0
1,686.3
32.3
1,718.6
228.4
9.9

0.0
11.5
13.6
25.8
0.2
16.4
431.6
487.5
28.5
189.2
217.6
269.9
2,238.2

ICICI Securities | Retail Research

FY19
702.0
8.2
130.9
13.3
21.4
26.0
59.7
55.8
313.1
388.9
4.0
112.8
0.4
45.2
320.9
115.3
205.6
31.1
236.7
3.6
4.9

FY19P

483.4
1,714.0
2,197.4

0.0

0.0

n.1
47.50
2,316.64

2,007.8
417.8
1,590.0
45.4
1,635.4
259.4
4.9

0.0
14.2
8.4
51.0
0.5
38.1
527.9
625.9
30.8
192.5
223.2
402.7
2,316.6

FY20E
772.9
10.1
150.7
14.7
30.1
28.6
61.8
56.4
342.4
430.5
10.7
118.0
0.4
50.2
362.3
126.8
235.5
31.7
267.2
14.5
5.5

FY20E

483.4
1,740.0
2,223.4

0.0
0.0
72.4

47.50

2,343.3

2,107.8
535.8
1,572.0
75.0
1,647.0
262.0
5.0

0.0
14.3
16.9
31.8
0.5
38.5
557.1
644.8
33.9
195.8
229.7
415.0
2,343.3

g crore

FY21E
863.6
1.7
164.1
16.4
33.7
32.0
63.9
60.5
370.5
493.1
14.6
123.6
0.4
56.1
425.2
148.8
276.4
32.3
308.7
17.4
6.4

I crore

FY21E

483.4
1,770.0
2,253.5

0.0
0.0
73.1

47.50

2,374.1

2,207.8
659.5
1,548.4
50.0
1,598.4
264.6
5.0

0.0
14.5
18.9
35.5
0.5
38.9
634.9
128.7
37.9
199.3
237.1
491.6
2,374.1

Exhibit 17: Cash flow Statement

(Year-end March)

Profit after Tax

Add: Depreciation

Less: Interest Expense
(Inc)/dec in Current Assets

Inc/(dec) in CL and Provisions

Others

CF from operating activities
(Inc)/dec in Fixed Assets
(Inc)/dec in Investments
Others

CF from investing activities
Issue/(Buy back) of Equity
Inc/(dec) in loan funds
Dividends

Add: Interest Expense
Others

CF from financing activities
Net Cash flow

Opening Cash

Closing Cash

Source: ICICI Direct Research

FY18
221.0
103.6
0.4
-1.7
-25.4
0.0
297.8
-54.0
48.7
9.1
-14.4
0.0
0.0
-203.7
0.4
0.0
-204.0
79.4
352.2
431.6

FY19E
236.7
112.8

0.4
-42.0
5.6
0.0
313.5
-29.7
-28.8
-53.4
-111.8
0.0
0.0
-104.9
0.4
0.0
-105.3
96.4
431.6
521.9

FY20E
267.2
118.0

0.4
10.3
6.5
0.0
402.4
-129.6
-2.8
0.7
-131.7
0.0
0.0
-241.2
0.4
0.0
-241.5
29.1
521.9
557.1

ICICI Direct Research

g crore

FY21E
308.7
123.6

0.4
6.1
1.4
0.0
434.0
-75.0
-2.8
0.7
-17.1
0.0
0.0
-278.7
0.4
0.0
-279.0
77.9
557.1
634.9

Exhibit 19: Key Ratios

(Year-end March)
Per share data (%)
EPS

Cash EPS

BV

DPS

Cash Per Share
Operating Ratios (%)
EBITDA Margin (%)

PBT / Total Operating incom:

PAT Margin
Inventory days
Debtor (Days)
Creditor days
Return Ratios (%)
RoE

RoCE

RolC

Valuation Ratios (x)
P/E

EV/EBITDA
EV/Sales

Market Cap / Sales
Price to Book Value
Solvency Ratios
Debt/EBITDA
Debt / Equity
Current Ratio

Quick Ratio

Source: ICICI Direct Research

FY18

4.6
6.2
44.7
3.5
8.9

57.6
82.1
30.6

1.1
14.5
16.0

9.2
12.1
18.0

18.8
10.0
5.7
6.4
1.9

0.0
0.0
2.2
2.2

FY19P

4.9
6.6
45.5
3.8
10.9

55.4
82.5
29.3

4.4
26.5
16.0

9.4
12.2
19.6

17.6
9.3
5.2
5.9
1.9

0.0
0.0
2.8
2.8

FY20E

5.5
1.3
46.0
4.1
11.5

55.7
84.2
30.5

8.0
15.0
16.0

10.6
13.6
22.2

15.6
8.4
4.7
5.4
1.9

0.0
0.0
2.8
2.1

FY21E

6.4
8.3
46.6
4.8
13.1

57.1
86.2
32.0

8.0
15.0
16.0

12.3
15.9
21.3

13.5
1.2
4.1
4.8
1.8

0.0
0.0
3.1
3.0
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cMP M Cap EPS ) P/E (x) EV/EBITDA (x) RoCE (%)

() TPR)Rating (X Cr) FY17 FY18 FY19E FY20E FY17 FY18 FY19E FY20E FY17 FY18 FY19E FY20E FY17 FY18 FY19E FY20E
Container Corporation 466 625 BUY 28,369 141 182 201 196 365 282 256 262 67 54 59 37 98 113 128 138
Transport Corp. of India 289 350 BUY 2217 10.7 16.1 220 273 252 168 123 99 144 1.0 84 7.0 107 134 151 158

Sector / Company

BlueDart 2,939 3,650 BUY 6,974 589 609 342 644 473 457 815 432 195 186 244 169 322 293 179 28.2
Gati Ltd. 75 75 Hold 810 12 32 12 26 591 226 609 278 92 137 116 82 76 60 72 103
Gujarat Pipavav 86 100 BUY 4,187 58 46 49 55 147 188 176 156 9.1 100 93 84 140 121 122 136
TCI Express 638 780 BUY 2444 98 152 195 244 659 423 331 264 403 276 208 166 31.9 383 383 36.4

Source: ICICI Direct Research, Bloomberg

ICICI Securities | Retail Research 8
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined as
the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
‘ 1 | \\\
]ﬂICICI(mH t.com| No l :
lh'ollm'n“’o'::uuhn.uhpl i BHOE(EH \ |
| ICICI Securities Ltd. |@l 755 akxins ) '
1 Analyst Award 2012 A:
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093

research@icicidirect.com
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ANALYST CERTIFICATION

|/We, Bharat Chhoda, MBA; Harshal Mehta MTech (Biotech) , Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views
about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above
mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in
the report

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a Sebi registered
Research Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited Sebi Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank
and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a signifi percentage of com covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as
such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. 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 Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
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