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Shining bright; plans to add 80-100 branches in FY26
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VRL Logistics’ (VRL) Q3FY25 EBITDA performance was 26%/23% ahead of our and consensus’ numbers. Key points:
1) Realisation (up 10% YoY) led improvement in both EBITDA and EBITDA margin; 2) volume grew 1% YoY/QoQ
(OMFY25: 4% YoY). 3) Incurred capex of INR 2.8bn in Q3 (9MFY25: INR 4bn); 4) 64 new branches were added in 9OMFY25
(closed 25; net addition 39); plans to add 80-100 branches in FY26. Taking cognisance of 9M performance, we raise
FY25E EPS by 13%, however, lower it by 9.3% for FY26E owing to higher interest and depreciation. We roll-forward
valuation to FY27E with a revised TP of INR 700 (earlier: 655) on an unchanged multiple of 27x. Maintain BUY.

Better-than-expected EBITDA

VRL’'s Q3FY25 EBITDA of INR 1.66bn (up 63.3% YoY) was 26%/23% ahead of
our and street’'s estimates. Key points: 1) Volume rose ~1% YoY/QoQ to
1,104kte; 2) EBITDA/te improved YoY/QoQ to INR 1,507 (INR 1,216 in Q2FY25
and INR 863 in Q3FY24) on account of increase in realisation/te (up 10.8%
YoY), improved operational efficiencies and cost optimisation. 3) Bulk purchase
of fuel from refineries has increased to 39.89% vs 35.53% QoQ, resulting in
better control on fuel expenses (current price differential is ~5-6%). 4) Added
64 new branches in 9MFY25 (closed: 25; net addition: 39 branches); 5) incurred
capex of INR 4bn in 9MFY25; Q3FY25 capex was INR 2.8bn mainly led by
purchase of property in Bengaluru, Mysore and Mangalore. 6) Net debt
increased to INR 4.65bn (mainly due to property additions). Management has
guided for low single digit volume growth for the next two quarters, post which
it could be 8-10%.

Price hikes absorbed; volume growth likely from Q2FY26
During Q3FY25 concall, management mentioned that price hike (5-6%; taken
in Jun'24) across customer categories has been absorbed with an average
increase of 8-10%. Also, the company has simplified its pricing mechanism,
which has been well accepted by customers. However, volume growth is
likely to stay subdued over the next two quarters, though improvement is
likely from Q2FY26.

Financial Summary
Y/E March (INR mn) FY24A FY25E FY26E FY27E
Net Revenue 28,886 31,889 33,998 37,269
EBITDA 3,934 5,511 5,877 6,297
EBITDA Margin (%) 13.6 17.3 17.3 169
Net Profit 886 1,803 1,927 2,273
EPS (INR) 10.1 20.6 22,0 26.0
EPS % Chg YoY (46.3) 104.0 6.9 18.0
P/E (x) 51.5 25.2 236 20.0
EV/EBITDA (x) 145 105 95 86
RoCE (%) 7.7 11.0 11.0 115
ROE (%) 103 18.0 17.8 185
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Market Data

Market Cap (INR) 45bn
Market Cap (USD) 519mn
Bloomberg Code VRLL IN
Reuters Code VRLL BO
52-week Range (INR) 718 /432
Free Float (%) 40.0
ADTV-3M (mn) (USD) 0.5
Price Performance (%) 3m 6m 12m
Absolute (6.7) (3.0) (24.5)
Relative to Sensex (3.8) (2.3) (32.7)
ESG Score 2023 2024 Change
ESG score 62.6 NA NA
Environment 48.9 NA NA
Social 61.1 NA NA
Governance 74.6 NA NA

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, I-sec research

Earnings Revisions (%) FY25E FY26E
Revenue (2.7) (7.6)
EBITDA 6.9 1.0
EPS 13.0 (9.3)

Previous Reports

16-11-2024: Q2FY25 results review
07-08-2024: Q1FY25 results review

Please refer to important disclosures at the end of this report
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Outlook: Expect better performance in near-medium term

VRL stands out among its peers set as margins are back to normalised level on the
back of price hike though volume growth still remains tepid as the industry is going
through a tough phase. The volume growth is expected to improve Q2/Q3FY26
onwards (as per management commentary) as the economy improves. Further, the
price hike undertaken has been fully absorbed in the market and the management has
guided for sustainable EBITDA of ~18%. Further, in our estimates, we have reduced
volume growth to 6% (earlier 10%) and increased EBITDA margin to 17.3% (earlier
15.8%) for FY26E, in line with the management guidance. We roll-forward valuation
to FY27E with a revised target price of INR 700 (earlier: 655) on an unchanged multiple
of 27x. Maintain BUY and recommend VRL as our top pick among surface logistics
players.

Earnings revision

-

(INR mn) New Old % Chg New Old % Chg
Sales 31,889 32,784 (2.7) 33,998 36,784 (7.6)
EBITDA 5511 5,155 6.9 5,877 5,818 1.0
PAT 1,803 1,596 13.0 1,927 2,124 (9.3)

Source: I-Sec research

Key risks
Key upside risks: Better than expected price hike, ability to further increase volumes.

Key downside risk: Stiff competition from shifting freight traffic to rail leading to an
increase in cost pressures for asset-heavy LTL players like VRL Logistics.

Q3FY25 conference call takeaways

e The improved performance was mainly on account of increase in freight rate, cost
optimisation, increase in bulk procurement, increase in km run of own vehicles,
route optimisation and improvement in the turnaround time (TAT) etc. Further
employee cost as % of revenue decreased.

e Revenue growth was mainly on account of freight increase of ~10.8% and 1%
volume growth. Management is expecting similar revenue growth for the next two
quarters at 10-12% and the volume growth is expected to remain in low single
digit. Volume growth may improve Q2/Q3FY26 onwards.

o EBITDA margin has improved to one the highest ever; sustainable level of EBITDA
margin is ~18%.

e Bulk purchase increased to 39.89% vs 35.53% in Q2FY25; average fuel
procurement cost has reduced to INR 83.53/litre. Current price differential between
bulk purchase and normal purchase is ~5-6%.

e Company is targeting 80-100 new branches in FY26.

e Company has incurred total capex of INR 4bn in O9MFY25; Q3FY25 capex was INR
2.8bn; this includes purchase of property in Bengaluru, Mysore and Mangalore.
Further, it plans to spend INR 1.5-1.6bn on vehicle capex in FY26/27. Around 6-7%
of total vehicle capacity is >15 years.

o Net debt has increased to INR 4.65bn (mainly due to property capex). VRL has
completed the purchase of Bengaluru property at INR 2.3bn; it has raised debt of
INR 1.85bn at interest of 8.6% and repayment in 9 years. The property will help in
reducing its rental cost of ~INR 150mn, and will increase rental income of INR

India | Institutional Equity Research

N



VRL Logistics | Results update | 07 February 2025

15mn annually (third party rental income). Out of the total purchase value, land
value is ~INR 1.8bn (non-depreciable). As per the management, interest cost is
lesser than rental payment for this property. Further, it has acquired Mysore
property for ~INR 210mm.

VRL's collection days are one of the lowest in the industry.

New branches have contributed ~3% of total tonnage.

VRL Logistics’ Q3FY25 performance review

(INR mn) Q3FY25 Q3FY24 Chg. YoY (%) Q2FY25 Chg. QoQ (%) FY24 FY23 Chg. YoY (%)
Revenue 8,252 7,367 12.0 7,995 3.2 28,886 26,485 9.1
-Operating expenses 5,089 5,032 1.1 5,197 (2.1) 19,668 17,990 9.3
Gross Margin (%) 38.3 31.7 35.0 31.9 32.1
-Employee wages 1,379 1,273 8.3 1,358 1.6 4,851 4,149 16.9
-Other expenses 120 118 110 433 330
Total expenses 6,589 6,424 2.6 6,665 (1.1) 24,952 22,469 11.1
EBITDA 1663 943 76.5 1330 25.1 3934 4,017 (2.0)
EBITDA Margin (%) 20.2 12.8 16.6 13.6 15.2
Depreciation 646 568 13.7 638 1.2 2,162 1,591 35.8
Other Income 57 24 135.7 25 127.4 211 143 47.1
Finance Cost 241 213 12.9 224 779 543 43.3
Exceptional item - - - 3 1,571
PBT 834 186 3486 492 69.4 1208 3596 (66.4)
Tax 240 50 377.8 135 319 364 (12.2)
PAT 594 136 337.8 357 66.1 889 3,232 (72.5)
OCl (3) (1) (9) 15 10
TCI 591 135 3376 348 69.6 904 3,242 (72.1)
Volume (Kte) 1,104 1,092 1.1 1,093 1.0 4,276 3,912 9.3
Realization (INR/te) 7,390 6,669 10.8 7,241 2.1 6,676 6,669 0.1
EBITDA (INR/te) 1,507 863 74.6 1,216 23.9 920 1,051 (12.5)
Source: I-Sec research, Company data
Shareholding pattern Price chart
% Jun‘24 Sep24 Dec'24 1000 1
Promoters 60.2 60.2 60.2 800 4
Institutional investors 29.9 29.4 29.2 600 -
MFs and others 24.3 24.3 24.4
Fls/Banks 1.2 1.0 1.0 z 400 1
Insurance 0.2 0.2 0.2 Z 500 -
Flls 3.8 3.9 3.6
Others 10.3 10.4 10.6 0 A L L
REFIasegaaaadddsssq
8555548559558 553883

Source: Bloomberg, I-Sec research

Source: Bloomberg, |-Sec research
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Financial Summary

Profit & Loss
(INR mn, year ending March)

FY26E FY27E

33,998 37,269
28,122 30,972

5,877 6,297

17.3 16.9
2,464 2,468
3,413 3,829
1,007 961

170 171
2,576 3,039

649 766
1927 2,273

1,927 2,273
1,927 2,273

Cashflow statement
(INR mn, year ending March)

FY24A
Operating Cashflow 4,239
Working Capital Changes 409
Capital Commitments (2,848)
Free Cashflow 1,392
Other investing cashflow 414
Cashflow from Investing
Activities (2:433)
Issue of Share Capital (141)
Interest Cost (217)
Inc (Dec) in Borrowings (943)
Dividend paid (438)
Others -
Cash flow from Financing
Activities (1.738)
Chg. in Cash & Bank

68

balance
Closing cash & balance 183

FY27E

5,553
(149)
(2,000
3,553

(2,000)

(961)
(500)
(612)

(2,073)

1,480
4,135

FY24A
Net Sales 28,886
Operating Expenses 24,952
EBITDA 3,934
EBITDA Margin (%) 13.6
Depreciation & Amortization 2,162
EBIT 1,773
Interest expenditure 779
Other Non-operating 511
Income
Recurring PBT 1,205
Profit / (Loss) from )
Associates
Less: Taxes 321
PAT 884
Less: Minority Interest -
Extraordinaries (Net) 3
Net Income (Reported) 886
Net Income (Adjusted) 886

Source Company data, I-Sec research
Balance sheet
(INR mn, year ending March)

FY24A
Total Current Assets 2,088
of which cash & cash eqv. 190
Total Current Liabilities &

.. 900

Provisions
Net Current Assets 1,188
Investments 1
Net Fixed Assets 19,002
ROU Assets -
Capital Work-in-Progress 236
Total Intangible Assets 3
Other assets 810
Deferred Tax Assets -
Total Assets 21,240
Liabilities
Borrowings 11,110
Deferred Tax Liability 672
provisions -
other Liabilities -
Equity Share Capital 875
Reserves & Surplus 8,583
Total Net Worth 9,458
Minority Interest -
Total Liabilities 21,240

FY26E FY27E

4,998 6,645
2,655 4,135

919 936
4,079 5,708
1 1

20,379 19,910

236 236
3 3
810 810

25,508 26,668

12,610 12,110

672 672

875 875

11,351 13,011
12,226 13,886

25,508 26,668

Source Company data, I-Sec research

Source Company data, I-Sec research

Key ratios
(Year ending March)
FY24A
Per Share Data (INR)
Reported EPS 10.1
Adjusted EPS (Diluted) 10.1
Cash EPS 349

Dividend per share (DPS) -
Book Value per share (BV) 108.1
Dividend Payout (%) -

Growth (%)

Net Sales 9.1
EBITDA (2.0)
EPS (INR) (46.3)
Valuation Ratios (x)

P/E 515
P/CEPS 149
P/BV 4.8
EV /EBITDA 145

Dividend Yield (%) -

Operating Ratios

Gross Profit Margins (%) 319
EBITDA Margins (%) 13.6
Effective Tax Rate (%) 26.7
Net Profit Margins (%) 3.1
Net Debt / Equity (x) 1.2
Net Debt / EBITDA (x) 2.8
Total Asset Turnover (x) 1.7
Inventory Turnover Days 6
Receivables Days 13
Payables Days 2
Profitability Ratios

RoE (%) 10.3
RoCE (%) 7.7
RolC (%) 7.9

FY27E

26.0
26.0
54.2

158.8

9.6
7.2
18.0

20.0
9.6
33
8.6

35.2
16.9
252
6.1
0.6
13
15

12

185
115
12.9

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICIC| Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com and Kadambari_balachandran@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New [-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

I/We, Amit Dixit, PGDM, B.Tech; Mohit Lohia, CA; Pritish Urumkar, MBATech (Finance); 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. Analysts are not registered as research analysts by FINRA and are not associated
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Terms & conditions and other disclosures:
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and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies
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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 Institutional Research.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Retail 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 sim ultaneously, 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. The recipient should independently evaluate the investment
risks. The value and return on investment may vary because of changes in interest rates, foreign 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 necessarily 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 differ 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 other 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 report 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 or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services
from the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of re search report. ICICI Securities or its associates or
its analysts did 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 ICICI 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 day 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 actual/ beneficial
ownership of one percent or more or other material conflict of interest in various companies including the subject 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 or 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 sale 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.

This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical information,
it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

India | Institutional Equity Research 5


http://www.icicibank.com/

VRL Logistics | Results update | 07 February 2025

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.
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