February 02, 2018 RESULT UPDATE - Q3FY18

Navkar Corporation

Sensex: 35067 CMP:INR 174

Target: INR 310

@ SPA

THE FINANCIAL ADVISORS

Logistics

Navkar Corporation Ltd. (Navkar) continued to deliver a decent performance in 3QFY18. Panvel revenue improved ~0.8%
YoY while consolidated revenue increased 16.2%. Vapi volumes grew ~20.9% QoQ to 10,571 TEUs led by volumes handled
at Hazira due to partial shift in marble volumes from JNPT. Realisation at Panvel were flat while the same in Vapi grew 11%
YoY to INR 19,013/TEU. Consolidated EBITDA increased by 13.9% YoY to INR 376 mn. Direct-To-Port Delivery (DPD) led
impact was stable QoQ, we expect limited impact from DPD going ahead. Management expects final clearance for Vapi's
rail siding shortly. Ramp-up at Vapi facility is expected to start meaningfully contributing to NCL's overall sales in subsequent
quarters. Hence, we maintain our BUY recommendation with a TP of INR 310, 25x FY19E EPS of INR 12.4 on expected

benefits from volume ramp-up at Vapi.

Volume led revenue growth

Navkar reported 16.2% YoY increase in consolidated revenues to
INR 1065 mn. Total volume in Panvel for the quarter stood at
~80274 TEUs (72274 TEUs of EXIM and ~8000 TEUs in domestic
cargo and DPD) while realization remained flat. New Vapi terminal
handled 10,517 TEUs of containers as against 8,696 TEUs handled
in 2Q F18. Navkar operated 145 trains in 3Q FY18 (139 in 2Q
FY18). Consolidated operating margins declined to 35.33%
(36.05% in 3Q FY17) on the back of lower margins (19.6% in 3Q
FY18 vs 25.6% in 3Q FY17) in Vapi business. Vapi reported a revenue
of INR 200 mn (up 34.2% QoQ and 357% YoY). EBITDAM in Vapi
business has improved to 19.6% in 3Q FY18 (18.9% QoQ).
Realization in Vapi has improved to INR 19,013/TEU in 3Q FY18
(INR 17,130 QoQ).

Update on Railway Siding

Final survey for Vapi railway siding is completed, Railway board
has asked for some minor changes in the plan including extending
the track for 100-200 meters. Navkar is in process of doing
changes and the work is expected to be completed by first week of
February 2018. Management is confident of receiving final
approval in 2H of February 2018.

Other highlights

e Total Debt stood at INR 2.55 bn. The company raised INR 1.4
bn through QIP in the month of September entire amount is
being used to repay the debt. Interest expense has come down
to INR 13 mn in 3Q FY18 (INR 53 mn QoQ).

e Although managementis looking out for opportunities beyond
Panvel and Vapi, the priority in the near term would be to
improve utilization of existing assets.

Outlook & Valuation

With expanded capacity, Navkar is likely to continue to gain
market share in JN Port region on the back of execution of
higher cargo orders and entry into new sectors. FY18 is likely
to be a transformational year for Navkar Corp and it is likely
to move to higher earning trajectory as it would be the first full
year of operations after COP of new capacities. We expect
container volumes, revenue and PAT to clock CAGR of 17%, 29.8%
and 47.6% respectively between FY17-19E. We maintain our
BUY rating on the stock with a target price of INR 310 based on
25x FY19E earnings.
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Quarterly consolidated financials
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INR Mn 3QFY18 3Q FY17 2QFY18 % Chg(YoY) % Chg(QoQ) 9MFY18 O9MFY17 % Chg(YoY)
Revenue 1065 916 1078 16.2 -1.2 3131 2718 15.2
Operating Expenses 599 497 587 20.5 2.1 1699 1459 16.4
Employee Cost 89 88 87 1.0 2.6 262 239 9.7
Total Expenditure 689 586 674 17.5 2.2 1961 1698 15.5
EBITDA 376 330 404 13.9 -7.0 1170 1021 14.7
Depreciation 54 52 55 5.2 -1.0 163 155 5.7
Other Income 4 24 5 -82.8 -13.6 21 106 -80.1
EBIT 326 303 354 7.6 -8.0 1028 973 5.7
Interest 13 86 53 -84.7 -75.3 139 238 -41.7
PBT 313 217 301 44.3 4.0 889 734 21.1
Tax 78 22 53 251.9 47.9 190 81 134.9
Profit After Tax 235 195 248 20.6 -5.4 700 654 7.0
Consolidated PAT 235 195 248 20.6 -5.4 700 654 7.0
Equity 1505 1426 1426 1505 1426
Face Value 10.0 10.0 10.0 10.0 10.0
EPS 1.6 1.4 1.7 14.7 -10.3 3.3 3.2 1.2
% of Sales bps bps bps
Employee Expenses 8.4 9.7 8.1 -126.6 31.2 8.4 8.8 -42.1
Other Expenses 56.3 54.3 54.4 198.6 186.7 54.3 53.7 58.7
EBITDAM Excl Other income (%) 35.3 36.0 375 -72.1 -217.8 374 375 -16.6
PATM (%) 22.0 21.2 23.0 79.7 -96.9 22.4 24.0 -169.8
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Financials (Consolidated)

Income Statement

Year End March (INR mn) FY16 FY17 FY18E FY19E
Net Sales 3473 3709 4309 6244
% Growth 5.6% 6.8% 16.2%  44.9%
Employee Expenses 246 317 336 424
% Growth 10.8% 28.9% 6.0% 26.0%
Oth Expense 1890 2017 2302 3491
% Growth 1.0% 6.8% 14.1% 51.7%
Total Op Exp 2136 2335 2638 3915
EBIDTA (excl OI) 1337 1374 1670 2329
% Growth 11.8% 2.8% 21.5% 39.5%
EBITDA Margin % 38.5% 37.1% 38.8% 37.3%
Dep./Amortization 193 201 229 330
Other Income 232 131 81 162
EBIT 1375 1305 1522 2161
EBIT Margin % 39.6% 35.2% 353% 34.6%
Interest Expense 344 313 183 38
EBT 1032 992 1339 2123
Tax Expenses 176 136 240 257
PAT 855 856 1098 1866
% Growth 25.0% 0.1% 28.3% 69.9%
APAT Margin % 24.6% 23.1% 25.5%  29.9%
Key Ratios
Year End March FY16 FY17 FY18E FY19E
Per Share Data (INR)
Reported EPS 6.0 6.0 7.3 12.4
Adj. EPS 5.7 5.7 7.3 12.4
CEPS 7.4 7.4 8.8 14.6
BVPS 95.6 101.6 113.2 125.6
Return Ratios (%)
RoACE 9.1% 7.1% 8.0% 11.0%
RoOANW 8.1% 6.1% 7.0% 10.4%
Liquidity Ratios
Net Debt/Equity 0.1 0.2 (0.0) (0.1)
Interest Coverage Ratio 4.0 4.2 8.3 56.9
Current Ratio 0.2 0.1 0.2 0.2
Quick Ratio 0.1 0.1 0.1 0.1
Efficiency Ratios
Asset Turnover Ratio 0.2 0.2 0.2 0.3
Inventory Days 7 9 - -
Debtor Days 50 44 46 46
Creditor Days 123 95 86 94
Valuation Ratios
P/E (x) 30.3 29.4 23.8 14.0
P/BV (x) 1.9 1.7 1.5 1.4
P/CEPS (x) 24.8 23.8 19.7 11.9
EV/Net Sales (x) 8.7 8.2 7.1 4.8
EV/EBIDTA (x) 19.4 20.1 17.4 12.0
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Year End March (INR mn) FY16 FY17  FY18E  FY19E
Share Capital 1426 1426 1505 1505
Reserves and Surplus 12210 13063 15530 17396
Total Networth 13636 14489 17035 18901
Long Term Debt 3637 3393 1993 0
Short Term Debt 334 359 363 397
Total Debt 3971 3752 2357 397
Net Deferred Tax Liability 390 422 423 398
Other Liabilities 119 130 164 207
Sources of Funds 20560 21556 23093 24550
Net Block 11707 11938 11805 14754
Investments 455 455 455 455
Current Assets 3945 2613 4075 5049
Current Liabilities 2464 3028 3382 4874
Net Current Assets 1481 -415 694 175
Application of Funds 20560 21556 23093 24550
Cash Flow

Year End March (INR mn) FY16 FY17 FY18E FY19E
PBT 1032 992 1339 2123
Add:Depreciation 193 201 229 330
Add: Interest paid 344 313 183 38
Change in Working Capital 1198 286 190 826
Less: Taxes (176) (136) (240) (257)
Cash Flow from operations (a) 2359 1524 1620 2899
Change in Fixed Assets (1166) (432) (96)  (3280)
Change in CWIP (2475)  (2413) 0 3182
Change in Investments (405) 0 0 0
Others 260 271 (90) (462)
Cash Flow from Investing (b) (3786) (2574) (186) (560)
Change in Equity 4586 0 1448 0
Debt Raised/(Repaid) (667) (244) (1400)  (1993)
Dividend paid 0 0 0 0
Interest paid (344) (313) (183) (38)
Others (10) 0 0 0
Cash Flow from Financing (c) 3565 (557) (135) (2031)
Net Change in Cash (a+b+c) 2138 (1606) 1299 307
Opening Cash 11 2903 1294 2593
Closing Cash 2903 1294 2593 2900
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