Container Corporation of India (concor)

CMP: % 625

Target: ¥ 780 (25%) Target Period: 12 months

January 22, 2022

DFC leading to higher double stacking, assured transit
times

About the stock: Concor is the dominant player in the CTO business (65% market
share) with ~60 terminals.

Revenue from rail transportation comprised 75% of total revenues (rest 4%
by road, 13% via handling income, 2% warehousing and 4% others)

Total volumes handled in FY21 were 3.6 million TeU, of which Exim volumes
were at 83% of the mix with the rest contributed by domestic containers

Q3FY22 Results: In line performance on all fronts.

Revenues grew 10% YoY to X 1920 crore, led by volume growth of 7%

EBITDA margins expanded 253 bps YoY to 23.7%, mainly due to lower
payment of land license fees (LLF) charges. EBITDA grew 23% to % 456 crore

PAT grew 20% YoY to ¥ 287 crore

What should investors do? With timely price hikes, commissioning of CPFS
Swaroopganj and expected launch of three new terminals, Concor is expected to
capitalise on the increasing volumes, by strengthening its infra and improving its
EBIT per TeU (currently at ~% 3400 per TeU)

We remain positive on the long term growth prospects of the stock and
maintain our BUY recommendation

Target Price and Valuation: We value the stock at% 780 i.e. 21x P/E on FY24E EPS

Key triggers for future price performance: Concor expects to double its
domestic volumes in medium term (via higher movement of bulk commodities).
Also, higher double stacking with mixed trains along with assured transit times will
help Concor efficiently utilise its rolling stocks

Clarity on land policy by Gol is expected to facilitate Concor’s privatisation

Technology introduction like flexi bag, dwarf containers (can also be triple
stacked) would help Concor create opportunities in high volume markets
such as bulk transport

Diversification of services to help Concor retain pricing power over other
plain vanilla players

Alternate Stock Idea: Apart from Concor, we remain positive on GDL

Gateway Distriparks (GDL) has a diversified presence in logistics verticals
like container train operators (70% of revenues), cold chain logistics,
container freight stations

We have a BUY rating on the stock, with a target price of ¥ 350

Key Financial Summary
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Particular Amount
Market Capitalisation (3 cr) 38,081.3
Total Debt (FY21) (% cr) 61.8
Cash (FY21) R cr) 2,492.8
EV (% Crore) 35,650.2
52 week H/L 754/403
Equity Capital (% Crore) 304.7
Face Value (%) 5.0
Shareholding pattern
(in%) Mar-21 Jun-21 Sep-21 Dec-21
Promoter 54.8 54.8 54.8 54.8
Others 45.2 45.2 45.2 45.2
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Recent event & key risks

e Approval of updated Iland

licensing policy by Gol

o Key Risk: (i) Slowdown in Exim
trade (ii) Hike in haulage charges
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FY23E FY24E 3 Years CAGR
9328.0 11397.2 21.0
2294.7 2894.9 40.4
1732.1 2210.2 63.6
22.0 17.2
0.9 0.8
12.1 14.1
13.1 14.5

Source: Company, ICICI Direct Research
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Key takeaways

Q3FY22 Results: Expect margins to stay strong going forward

EBIT per TeU for the Exim segment was at ¥ 3739 per TeU while for the
domestic segment it was at T 2003 per TeU. The management expects both
segments to report higher EBIT per TeU, going forward

The company has paid LLF charges to the tune of ¥ 337 crore in 9MFY22
and expects the year to end with T 450 crore payable to IR as LLF

Q3FY22 Earnings Conference Call highlights

Rail share at JNPT, Mundra and Pipavav were at 19%, 27.5%and 70%, while
Concor’s share at these ports was at 61%, 46% and 52%. The management
expects rail share improvement in Mundra and more double stacked train
runs in the medium term

Shortage of containers continues to impact volumes of the Exim business.
The current share of Exim revenues was at ~70% while domestic revenues
contributed ~30% in Q3FY22. The management indicated that the
profitability of the domestic business is similar to the Exim business and
even with increased proportion of domestic business the company would
be able to maintain the current margin profile

The company has commissioned CPFS Swaroopganj in Q3 and achieved
100 double stacked train run in a short span. Between Swaroopganj and
Khatuwas, the company is running mixed trains (carry both Exim and
domestic containers)

Capex for FY22E is expected atT 700 crore (previous estimate of ¥ 500 crore)

The management expects to add three MMLPs in FY22E (Dahej, Baroda and
Paradip), while six more are expected to be commissioned in FY23E

The company is providing transit assurance on 30-40% of its rakes and
expects to reach 80-90% in six months

On the bulk side, the management expects to double its domestic volumes
to 22 MMT from current 10-12 MMT. Incremental volumes are mainly
expected from the cement sector (owing to usage of its flexi bag
technology, which will lower the bagging-debagging logistics dependence
of cement companies)

Concor has reached a milestone of running 1000+ double stacked trains in
Q3FY22

Total 16 new rakes have been added in 9MFY22 with 80 ton payload
capacity (expect another 20 to be added in the near term). All the 61 ton
payload capacity rakes will be upgraded to 68 ton in FY23
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Exhibit 1: Variance Analysis

Q3FY22 Q3FY22E Q3FY21 YoY (%) Q2FY22 QoQ (%) Comments
YoY revenue jump largely due to higher domestic

Revenue 1,920.0 1,978.6  1,753.8 95 1,823.9 )
container growth
Employee Expenses 96.2 106.8 132.7 -27.6 99.7 -3.6
Terminal & other Expenses 1,043.1 1,068.5 932.3 11.9 983.8 6.0
Administrative Expenses 325.1 336.4 316.9 2.6 314.0 3.6 Includes LLF charges of ~% 110 crore
Total Expense 1,464.4 1,511.7  1,381.9 6.0 1,397.5 4.8
EBITDA 455.6 467.0 371.9 22.5 426.5 6.8
. Margin expansion due to lower LLF charges and
EBITDA Margin (%) 23.7 23.6 21.2 253 bps 234  35bps . .
higher operating leverage
Depreciation 132.4 133.2 136.4 -2.9 136.2 -2.7
Interest 13.2 13.7 8.4 NA 13.5 NA
Other Income 63.2 65.3 82.2 -23.1 75.0 -15.7
PBT 373.3 385.3 309.3 20.7 351.8 6.1
Exceptional 0.0 0.0 0.0 NA 01 NA
income/(expenses)
Total Tax 86.7 97.1 71.4 21.5 87.6 -1.0
PAT 286.5 288.2 237.9 20.4 264.1 8.5 In sync with better operational performance
Key Metrics Q3FY22 Q3FY21 YoY(%) 0Q2FY22 Qo0 (%)
EXIM Volume (TEUs) 828,661.0 804,557.0 3.0 792,425.0 46 Volume growth remains subdued due to lower
imports
St [ th due to i tal vol
Domestic Volume (TEUs) 203,040.0 161,458.0 25.8  188,332.0 7.8 rong volume growth Cue 1o incremental volumes
from industrial chemicals, tiles, cement, etc
:Total Volume (TEUs) 1,031,701 966,015 6.8 980,757 5.2
Adjusted EXIM Revenue (X 1,329.5  1,298.6 2.4 1,293 2.9
_crore)
Domestic Revenue (% crore) 590.5 455.3 29.7 531 1.1

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY22E FY23E FY24E Comments
(% Crore) FY21 Old New % Change Oid New % Change Introduced
Revenue 6427.1 80197 7,591.3  -5.3 98507 93280 5.4 11,397.2 (cvenue estimateimpacted due to continued
weakness in Exim supply chain
EBITDA 1,046.8 1,916.7 1,814.3 -5.3 24255 2,294.7 -5.4  2,894.9
EBITDA Margin (%) 16.3 23.9 23.9 0 bps 24.6 24.6 0 bps 25.4 Margins kept largely unchanged
PAT 548.0 1,327.4 1,240.3 -6.6 1,855.9 1,685.7 -9.2 21574
EPS ) 8.3 22.5 21.0 -6.6 31.2 28.4 -8.9 36.3

Source: ICICI Direct Research

Exhibit 3: Assumptions

Current Earlier Introduced Comments
Unit FY21 FY22E FY23E FY22E FY23E FY24E
Exim Volume TEUs 3,035,794 3,251,780 3,698,820 3,470,175 3,990,701 4,253,643
Domestic Volume TEUs 607,536 778,447 895,214 769,157 884,530 1,029,497 t[:g'c'lﬁ)s:'c volumes saw stronger
Exim Realisation Z/TEUs 15,525 16,307 17,623 16,596 17,754 18,697
Domestic Realisation  I/TEUs 217,521 28,705 30,432 28,689 30,404 32,286

Source: ICICI Direct Research
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Key Metrics
Exhibit 4: Exim volumes Exhibit 5: Domestic volumes
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Exhibit 6: Revenues to grow at CAGR of 21% over FY21-23E

Exhibit 7: EBITDA to grow at CAGR of 40% over FY21-23E

120000 - 11397.2 35000 1 257 259 g 210
2894.
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Source: ICICI Direct Research, Company Source: ICICI Direct Research, Company

Exhibit 8: PAT to grow at 64% CAGR in FY21-23 (low base) Exhibit 9: Return ratios trend
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Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit 10: Valuation parameters

Sales Sales EPS EPS PE EV/EBITD RoNW RoCE

(% cr) Growth (%) ) Growth (%) (x) (x) (%) (%)
FY20 6539.4 -6.0 6.6 -67.1 94.2 5.9 12.1 10.9
FY21 6427.1 -1.7 8.3 24.9 75.4 9.3 5.4 4.5
FY22E 7591.3 18.1 21.0 153.6 29.7 5.5 11.0 9.9
FY23E 9328.0 22.9 28.4 35.2 22.0 4.3 13.1 12.1
FY24E 11397.2 22.2 36.3 27.6 17.2 3.1 14.5 14.1

Source: Company, ICICI Direct Research
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Financial Summary

(Year-end March) FY21 FY22E FY23E FY24E (Year-end March) FY21 FY22E FY23E FY24E
Total operating Income 6,427.1 7,591.3 9,328.0 11,397.2 Profit after Tax 505.2 1,281.1 1,732.1 2,210.2
Growth (%) -1.7 18.1 22.9 22.2 Add: Depreciation 553.4 629.1 678.1 7271
Terminal/Other Service che 4,674.7 51241 6,249.8 7,579.1 Add: Interest 42.9 26.3 21.8 17.3
Employee Cost 428.7 364.4 447.7 524.3 Cash Profit 1,101.4 1,936.5 2,432.0 2,954.6
Administrative & other exp 271.0 288.5 335.8 398.9 Increase/(Decrease) in CL 152.5 (61.3) (14.0) 10.3
Op. Expenditure 5,380.3 5,771.0 7,033.3 8,502.3 (Increase)/Decrease in CA 9.4 (67.3) (87.0) (101.3)
EBITDA 1,046.8 1,814.3 2,294.7 2,894.9 Others 6.9 0.1 - -
Growth (%) -38.2 73.3 26.5 26.2 CF from Operating Activitie ~ 1,270.3 1,807.9 2,331.0 2,863.7
Depreciation 553.4 629.1 678.1 7271 Purchase of Fixed Assets (474.5) (700.0) (700.0) (700.0)
EBIT 493.4 1,185.3 1,616.6 2,167.8 (Inc)/Dec in Investments (11.3)  (1,000.0)  (1,000.0)  (1,000.0)
Interest 42.9 26.3 21.8 17.3 Others 221.4 (188.4) (167.6) (151.7)
Other Income 270.4 498.6 657.9 732.6 CF from Investing Activities (258.4)  (1,888.4) (1,867.6)  (1,851.7)
PBT 720.9 1,657.5 2,252.7 2,883.0 Inc/(Dec) in Loan Funds (1.8) (10.0) (10.0) (10.0)
Growth (%) -46.9 129.9 35.9 28.0 Inc/(Dec) in Sh. Cap. & Res - - - -
Tax 173.0 417.2 567.0 725.7 Interest paid (42.9) (26.3) (21.8) (17.3)
Reported PAT 548.0 1,240.3 1,685.7 2,157.4 Dividend paid and taxes (184.6) (182.8) (182.8) (182.8)
Growth (%) -55.0 126.3 35.9 28.0 Others (481.4) - - -
Exceptional gain/loss -18.7 0.0 0.0 0.0 CF from financing activities (710.8) (219.1) (214.6) (210.1)
Share of profit from JV 31.3 36.0 41.4 47.6 Change in cash Eq. 301.2 (299.7) 248.7 801.9
Minority Interest 4.5 4.8 5.0 5.2 Op. Cash and cash Eq. 2,191.6 2,492.8 2,193.1 2,441.8
Adjusted PAT 505.2 1,281.1 1,732.1 2,210.2 Cl. Cash and cash Eq. 2,492.8 2,193.1 2,441.8 3,243.7
EPS 8.3 21.0 28.4 36.3 Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

(Year-end March) FY21 FY22E FY23E FY24E (Year-end March) FY21 FY22E FY23E FY24E
Source of Funds Per share data (3)
Equity Capital 304.7 304.7 304.7 304.7 Book Value 522.5 578.8 658.3 762.3
Reserves & Surplus 9,882.5  10,980.7  12,530.1 14,557.5 Cash per share 81.8 72.0 80.2 106.5
Shareholder's Fund 10,187.1 11,285.4  12,834.7  14,862.2 EPS 8.3 21.0 28.4 36.3
Minority Interest 104.0 106.1 108.2 110.4 Cash EPS 34.7 62.7 79.1 96.4
Loan Funds 61.8 51.8 41.8 31.8 DPS 5.0 5.0 5.0 5.0
Deferred Tax Liability 0.0 0.0 0.0 0.0 Profitability & Operating Ratios
Provisions 727.8 609.7 515.3 439.8 EBITDA Margin (%) 16.3 23.9 24.6 25.4
Source of Funds 11,080.6  12,053.0  13,500.0  15,444.1 PAT Margin (%) 1.9 16.9 18.6 19.4
Fixed Asset Turnover (x) 1.0 1.1 1.4 1.7
Application of Funds Inventory Turnover (Days) 1.5 1.5 1.5 1.5
Gross Block 8,286.7 8,986.7 9,686.7 10,386.7 Debtor (Days) 9.0 5.0 5.0 5.0
Less: Acc. Depreciation 2,632.3 3,261.4 3,939.4 4,666.5 Current Liabilities (Days) 15.3 15.0 15.0 15.0
Net Block 5,654.4 5,725.3 5,741.2 5,720.2 Return Ratios (%)
Capital WIP 922.6 968.7 1,017.1 1,068.0 RoE 5.4 11.0 13.1 14.5
Total Fixed Assets 6,576.9 6,694.0 6,764.4 6,788.1 RoCE 4.5 9.9 12.1 14.1
Other Intangibles 8.3 8.3 8.3 8.3 RolC 1.5 17.1 22.4 29.1
Investments 1,289.3 2,297.1 3,305.7 4,315.2 Valuation Ratios (x)
Other Non-Current Assets 1,318.7 1,345.1 1,372.0 1,399.4 P/E 75.4 29.7 22.0 17.2
Inventories 24.0 31.2 38.3 46.8 Price to Book Value 1.2 1.1 0.9 0.8
Debtor 160.8 104.0 121.8 156.1 EV/EBITDA 9.3 5.5 4.3 3.1
Cash & Bank balances 2,492.8 2,193.1 2,441.8 3,243.7 EV/Sales 1.5 1.3 1.0 0.8
Loan & Advance, Other CA 539.4 648.4 696.0 750.9 Leverage & Solvency Ratios
Total Current assets 3,216.9 2,976.8 3,303.9 4,197.6 Debt to equity (x) 0.0 0.0 0.0 0.0
Current Liabilities 269.3 312.0 383.3 468.4 Interest Coverage (x) NA NA NA NA
Other Current Liabilities 1,027.9 925.1 832.6 749.3 Debt to EBITDA (x) 0.1 0.0 0.0 0.0
Provisions 32.4 31.2 38.3 46.8 Current Ratio 2.4 2.3 2.6 3.3
Total CL and Provisions 1,329.6 1,268.3 1,254.3 1,264.5 Quick ratio 2.4 2.3 2.6 3.3
Net Working Capital 1,887.4 1,708.5 2,049.7 2,933.1 Working Cap days -4.8 -8.5 -8.5 -8.5
Application of Funds 11,080.6  12,053.0  13,500.0  15,444.1 Asset Turnover 0.8 0.8 1.0 1.1
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours 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%
ICICI direct u,\x::} INO 1 ‘
In.cu«vvrvu'o‘::rul Fingertips | BHQE{ER \ ;
ICICI Securities Ltd. FISTARMINE ¥ 1
‘ @l‘;‘awst»\-.wa'd 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

ICICI Securities | Retail Research 6



ﬂ Result Update | Container Corporation of India ICICI Direct Resea

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 is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulator
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst 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 it:
various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details ir
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 investmen
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI| Securities and its analysts, persons reporting tc
analysts and their relatives are generally prohibited 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 tc
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 anc
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 opinion:
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and 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 stricth
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 o
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 nc
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 indicat
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 wher¢
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 completenes:
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 subscribt
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 trea
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 o
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 thei
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 independen
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreigr
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessaril
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may diffe
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any othe
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this repor
for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger o
specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICIC| Securities or its associates or its analysts dic
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICIC
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last da
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subjec
company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 o
use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sali
in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subjec
company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.
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