INSTITUTIONAL EQUITY RESEARCH

Container Corporation of India (ccrin)
Right-sizing the cost structure

INDIA | LOGISTICS | Company Update

Event: Surrender / handing over of 15 terminals on Indian Railways (IR) land as lease
payments are now market linked.

Concor had 83 terminals (March 2019 annual report) across India, and 41 terminals were built
on land leased from the Indian Railways (IR). The company was getting a concessional rate for
the land lease and lease amount was paid to IR based on volume handled and not on the area
of land. IR has now discontinued the concessional rate to Concor, and started charging based
on market rate for land use.

Is it to facilitate the divestment? In November 2019, the government approved a strategic
sale of 30.8% out of its equity stake of 54.8% in Concor, along with management control; it
would retain 24% stake after the sale, but without any veto powers. In view of the divestment
process, the government has decided to move to free-market pricing for the land leased to
Concor. Other private container terminal operators have bought land at market prices and the
concession rate given to Concor was a bone of contention.

No material impact from closure of 15 terminals; accounted for 4% of revenue in FY19
Concor will give back the land to IR for 15 terminals and close them. The impact of this action
will be insignificant, as these terminals contributed to only c.4% of Concor’s total revenue and
7 were not even profitable. Cargo volume from the other terminals has already been shifted to
nearby terminals so the revenue impact would be less than 1% (see table on page 2).

Land lease cost will increase for remaining terminals — moving from variable to fixed

Concor will continue operations at its remaining 26 terminals. Earlier, there were media
reports that Concor may buy out the land from IR before the divestment process, but with
market-driven pricing for lease payments, the company may not do this, and will continue on
an asset-light model. Concor will pay market rates, i.e., reference to a uniform rate of 6% of
the market value of the land, as assessed by local revenue authorities. IR-leased terminals
account for 40-45% volume for Concor. It paid land licence fees of Rs 1.8bn in FY19, which is
c.2.8% of its revenue. With market rate, the annual lease cost will increase (estimated
additional c.Rs 2bn annually) and it will be fixed-cost based on land area compared to the
earlier variable-cost method (c.Rs 1,175 per container) linked to volumes handled.

Strong balance sheet will help gain market share in current challenging times

The government has disallowed a claim worth Rs 8.6bn out of a total claim of Rs 10.4 under
the SEIS (Service Exports from India Scheme) export incentive until FY16-19, and Concor has
not accounted for any SEIS income in FY20. It is hopeful of receiving SEIS income of c.Rs 1.7bn,
and is waiting for clarity on the disallowed claim. Concor is debt-free, with a cash balance of
c.Rs 25bn, which will help it to grow in these challenging times, while most other players have
leveraged balance sheets. Due to the COVID-19 outbreak, long-distance cargo booking has
shifted to IR, and Concor, with its storage facilities, is able to manage de-congestion at ports by
evacuating cargo and storing it at its warehouses/ICDs — thereby gaining market share. The
government has removed haulage charges for movement of empty containers and empty flat
wagons from 24 March 2020 to 8 May 2020, which will help Concor to reduce costs and gain
market share from road movement, particularly in the domestic market.

Outlook and valuation: We have cut our earnings by 22%/5% for FY21/22, considering: (1)
increase in land-lease costs from FY21 and (2) further decline of 4% in container volumes
estimate for FY21. EBITDA should fall 29% to Rs 10.9bn in FY21, and recover by 51% from a
low base to Rs 16.5bn in FY22. We continue to value the company on DCF with a target of Rs
500 (earlier Rs 520). Maintain BUY.
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KEY FINANCIALS

Rs mn FY19 FY20E FY21E
Net Sales 65,098 64,001 58,028
EBIDTA 14,079 15,413 10,918
Net Profit 12,154 9,069 6,113
EPS, Rs 19.9 14.9 10.0
PER, x 18.0 24.2 35.9
EV/EBIDTA, x 16.0 14.0 19.7
P/BV, x 2.1 21 21
ROE, % 11.7 8.8 5.8
Debt/Equity (%) 7.1 0.3 0.3
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Revenue impact will in insignificant with volume shift to nearby terminals

SrNo Terminal Name Turnover Net Block Remark
(FY19)Rs mn Rs mn
1 Rewari 74 2 Rail handling facility is closed and land handed over to IR. Road-based terminal will continue
and traffic will be cleared from Khatuwas railhead.
2 Ballabhgarh 17 31 Business shifted to TKD/Delhi.
3 Babarpur 266 64 The existing traffic was diverted to newly developed MMLP Barhi.
4 Madhosingh 9 19 Not viable for business.
5 Desur 7 18 Railways have demanded land back.
6 Vishakhapatnam (CFCV) 12 23 The existing traffic of CFCV shifted to MMLP/Vishakhapatnam.
7 Raipur 219 141 The existing traffic of Raipur shifted to MMLP/Naya Raipur.
8 Sabarmati 514 38 The terminal handed over to IR on demand for development of National High Speed Rail
Corridor (NHRCL). All traffic has been shifted to nearby MMLP Khodiyar.

9 Rourkela 78 21 Not viable for business.
10 Tata Nagar 22 7 Not viable for business.
11 Chinchwad 131 9 Not viable for business.
12 Miraj 1 3 Not viable for business.
13 Ratlam 9 36 Traffic has been shifted to newly developed nearby MMLP at TIHI/Indore.
14 Nagpur 1267 188 Nagpur traffic shifted to CONCOR’s newly developed MMLP/MIHAN in Nagpur.
15 Bhusawal 149 48 Not viable for business.

Total 2775 648

Out of total 15 terminals:

Revenue of Rs mn 396 14% Not viable for business / closed

Revenue of Rs mn 2378 86% Shifted to other terminals

Source: Company, PhillipCapital

Declining volumes at JNPT and in global trade remain a concern
JNPT’s container volumes fell 2% to 5mn TEU in FY20 (down ¢.13% in March 2020) vs.
growth of ¢.2% in container volumes at all major ports. Losing market share is a
concern, particularly after its capacity expansion and the rollout of its user-friendly DPD
policy. The volume decline in April for INPT was 37% with major impact on exports with
a decline of 55%. The lead time in exports is very less compared to imports, so there
was immediate impact on export volumes. As per our industry interaction, impact on
imports was very less in April and was -5% to -20% while exports were down by -50% to
-85%. As per our industry interaction, we believe fall in port container volumes will be
in higher double digits and could be more than 50% in May 2020.

JNPT April 2020 volume update yoy change
No of vessels No 124 -15.6%
Import TEU 186220 -20.2%
Export TEU 97580 -54.6%
Total container TEU 283800 -36.7%

Source: NPT port, PhillipCapital

Concor has ¢.67% market share at JNPT container rail volume and it contributes ¢.33%
to total volumes of the company.
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Monthly container volume trend at JNPT (‘000 TEU)
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Outlook and valuation

We have cut our earnings by 22% / 5% for FY21 / 22 considering: (1) increase in land
lease cost from FY21 and (2) further decline of 4% in container volume estimate for
FY21. We have assumed volume fall of 8.8% in in FY21 (earlier estimate of 4.8%)
while we maintain volume estimates for FY22. EBITDA should fall 29% to Rs 11bn in
FY21 and recover by 51% from a low base to Rs 16.5bn in FY22. We continue to value
the company on DCF with a target of Rs 500 (Rs 520 earlier).

Concor valuation trend (one-year forward)
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Financials
Income Statement Cash Flow
Y/E Mar, Rs mn FY19 FY20e FY21le FY22e Y/E Mar, Rs mn FY19 FY20e FY2le FY22e
Net sales 65,098 64,001 58,028 70,734 Pre-tax profit 16,888 12,598 8,151 13,279
Growth, % 10 -2 -9 22 Depreciation 4,246 5,024 5,264 5,768
Total income 65,098 64,001 58,028 70,734 Chg in working capital -28,604 8,491 -1,161 -1,217
Terminal and Service Charges -37,314 -35,262 -31,736 -37,131 Total tax paid -9,153 -3,150 -2,038 -3,320
Employee expenses -3,368 -3,452 -3,590 -3,949 Cash flow from operating activities -16,623 22,964 10,216 14,511
Other Operating expenses -10,337 -9,874 -11,784 -13,151 Capital expenditure -9,342 -7,156 -6,501 -6,700
EBITDA (Core) 14,079 15,413 10,918 16,503 Chg in investments 1,469 3,200 0 -5,000
Growth, % 15.9 9.5 (29.2) 51.2 Other investing activities 0 0 0 0
Margin, % 21.6 24.1 18.8 23.3 Cash flow from investing activities -7,873 -3,956 -6,501 -11,700
Depreciation -4,246 -5,024 -5,264 -5,768 Free cash flow -24,496 19,009 3,716 2,810
EBIT 9,833 10,389 5,654 10,735 Debt raised/(repaid) 7,097 -7,000 6 6
Growth, % 19.6 5.7 (45.6) 89.9 Dividend (incl. tax) -6,131 -1,552 -3,219 -5,244
Margin, % 15.1 16.2 9.7 15.2 Cash flow from financing activities 1,576 -8,552 -3,212 -5,232
Interest paid -7 -330 -237 -244 Net chg in cash -22,920 10,456 503 -2,422
Other Non-Operating Income 7,063 2,539 2,734 2,789
Pre-tax profit 16,888 12,598 8,151 13,279
Tax provided -4,735  -3,530 -2,038  -3,320 Valuation Ratios
Profit after tax 12,154 9,069 6,113 9,959 FY19 FY20e FY2le FY22e
Net Profit 12,154 9,069 6,113 9,959
Per Share data
Growth, % ' 15.9 (25.4) (32.6) 62.9 EPS (INR) 19.9 14.9 10.0 16.3
T B8 G o
Book NAV/share (INR) 170.2 168.5 173.2 181.0
FDEPS (INR) 19.9 14.9 10.0 16.3
CEPS (INR) 26.9 23.1 18.7 25.8
Balance Sheet CFPS (INR) (38.9) 335 123 192
Y/E Mar, Rs mn FY19 FY20e FY21le FY22e DPS (INR) 8.6 2.2 4.5 7.4
Cash & bank 1,704 3,623 4,126 1,699 Return ratios
Debtors 884 972 1,069 1,176 Return on assets (%) 10.8 7.8 5.3 8.3
Inventory 233 256 281 309 Return on equity (%) 11.7 8.8 5.8 9.0
Loans & advances 1,226 1,275 1,326 1,380 Return on capital employed (%) 15.6 12.8 8.1 12.5
Other current assets 43,817 35,930 37,726 39,613 Turnover ratios
Total current assets 47,864 42,056 44,530 44,177 Asset turnover (x) 1.0 0.8 0.8 0.9
Investments 25,854 22,654 22,654 27,654 Sales/Total assets (x) 0.6 0.5 0.5 0.6
Gross fixed assets 75,293 83,698 91,198 98,698 Sales/Net FA (x) 1.4 1.3 1.1 1.4
Less: Depreciation -33,346  -38,370 -43,634 -49,402 Working capital/Sales (x) 0.5 0.4 0.5 0.4
Add: Capital WIP 6,247 4,997 3,998 3,198 Receivable days 5.0 5.5 6.7 6.1
Net fixed assets 48,194 50,325 51,562 52,494 Inventory days 1.3 1.5 1.8 1.6
Total assets 1,21,911 1,15,035 1,18,746 1,24,325 Payable days 25.1 28.2 31.1 28.9
Working capital days 187.4 1425 164.8 141.8
Current liabilities 12,745 13,452 14,200 14,990 Liquidity ratios
Provisions 719 777 839 906 Current ratio (x) 3.8 3.1 31 2.9
Total current liabilities 13,464 14,229 15,039 15,896 Quick ratio (x) 3.7 3.1 3.1 2.9
Non-current liabilities 4,769 -1,852 -1,846 -1,839 Dividend cover (x) 2.3 6.8 2.2 2.2
Total liabilities 18,233 12,377 13,193 14,057 Total debt/Equity (%) 7.1 0.3 0.3 0.3
Paid-up capital 3,047 3,047 3,047 3,047 Net debt/Equity (%) 5.4 (3.2) (3.6) (1.2)
Reserves & surplus 1,00,633 99,611 1,02,506 1,07,227 Valuation
Shareholders’ equity 1,03,679 1,02,658 1,05,553 1,10,273 PER (x) 18.0 24.2 35.9 22.0
Total equity & liabilities 1,21,911 1,15,035 1,18,746 1,24,325 PEG (x) - y-0-y growth 1.1 (1.0) (1.1) 0.4
Price/Book (x) 2.1 2.1 2.1 2.0
Source: Company, PhillipCapital India Research Estimates Yield (%) 2.4 0.6 13 2.0
EV/Net sales (x) 35 3.4 3.7 3.1
EV/EBITDA (x) 16.0 14.0 19.7 13.2
EV/EBIT (x) 22.9 20.8 38.1 20.3
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Rating Methodology

We rate stock on absolute return basis. Our target price for the stocks has an investment horizon of one
year. We have different threshold for large market capitalisation stock and Mid/small market capitalisation
stock. The categorisation of stock based on market capitalisation is as per the SEBI requirement.

Large cap stocks
Rating Criteria Definition

BUY >= +10% Target price is equal to or more than 10% of current market price
NEUTRAL -10% > to < +10% Target price is less than +10% but more than -10%

SELL <=-10% Target price is less than or equal to -10%.

Mid cap and Small cap stocks

Rating Criteria Definition

BUY >=+15% Target price is equal to or more than 15% of current market price
NEUTRAL -15% >to < +15% Target price is less than +15% but more than -15%

SELL <=-15% Target price is less than or equal to -15%.

Disclosures and Disclaimers

PhillipCapital (India) Pvt. Ltd. has three independent equity research groups: Institutional Equities, Institutional Equity Derivatives, and Private Client Group.
This report has been prepared by Institutional Equities Group. The views and opinions expressed in this document may, may not match, or may be contrary at
times with the views, estimates, rating, and target price of the other equity research groups of PhillipCapital (India) Pvt. Ltd.

This report is issued by PhillipCapital (India) Pvt. Ltd., which is regulated by the SEBI. PhillipCapital (India) Pvt. Ltd. is a subsidiary of Phillip (Mauritius) Pvt. Ltd.
References to "PCIPL" in this report shall mean PhillipCapital (India) Pvt. Ltd unless otherwise stated. This report is prepared and distributed by PCIPL for
information purposes only, and neither the information contained herein, nor any opinion expressed should be construed or deemed to be construed as
solicitation or as offering advice for the purposes of the purchase or sale of any security, investment, or derivatives. The information and opinions contained in
the report were considered by PCIPL to be valid when published. The report also contains information provided to PCIPL by third parties. The source of such
information will usually be disclosed in the report. Whilst PCIPL has taken all reasonable steps to ensure that this information is correct, PCIPL does not offer
any warranty as to the accuracy or completeness of such information. Any person placing reliance on the report to undertake trading does so entirely at his or
her own risk and PCIPL does not accept any liability as a result. Securities and Derivatives markets may be subject to rapid and unexpected price movements
and past performance is not necessarily an indication of future performance.

This report does not regard the specific investment objectives, financial situation, and the particular needs of any specific person who may receive this report.
Investors must undertake independent analysis with their own legal, tax, and financial advisors and reach their own conclusions regarding the appropriateness
of investing in any securities or investment strategies discussed or recommended in this report and should understand that statements regarding future
prospects may not be realised. Under no circumstances can it be used or considered as an offer to sell or as a solicitation of any offer to buy or sell the
securities mentioned within it. The information contained in the research reports may have been taken from trade and statistical services and other sources,
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or complete and it should not be relied upon as such. Any opinions expressed reflect judgments at this date and are subject to change without notice.
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connection with the research report.
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The Research Analyst and PCIL has not been engaged in market making activity for the company(ies) covered in the Research report.
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Each investor must make its own determination as to the appropriateness of any securities referred to in this research report based upon the legal, tax and
accounting considerations applicable to such investor and its own investment objectives or strategy, its financial situation and its investing experience. The
value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by other financial, economic, or
political factors. Past performance is not necessarily indicative of future performance or results.

Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that PCIPL and the research analyst believe to be
reliable, but neither PCIPL nor the research analyst represents or guarantees that the information contained herein is accurate or complete and it should not
be relied upon as such. Opinions expressed herein are current opinions as of the date appearing on this material, and are subject to change without notice.
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Copyright: The copyright in this research report belongs exclusively to PCIPL. All rights are reserved. Any unauthorised use or disclosure is prohibited. No
reprinting or reproduction, in whole or in part, is permitted without the PCIPL’s prior consent, except that a recipient may reprint it for internal circulation only
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Caution: Risk of loss in trading/investment can be substantial and even more than the amount / margin given by you. Investment in securities market are
subject to market risks, you are requested to read all the related documents carefully before investing. You should carefully consider whether
trading/investment is appropriate for you in light of your experience, objectives, financial resources and other relevant circumstances. PhillipCapital and any of
its employees, directors, associates, group entities, or affiliates shall not be liable for losses, if any, incurred by you. You are further cautioned that
trading/investments in financial markets are subject to market risks and are advised to seek independent third party trading/investment advice outside
PhillipCapital/group/associates/affiliates/directors/employees before and during your trading/investment. There is no guarantee/assurance as to returns or
profits or capital protection or appreciation. PhillipCapital and any of its employees, directors, associates, and/or employees, directors, associates of
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Kindly note that past performance is not necessarily a guide to future performance.
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This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a single recipient. This research report is not
guaranteed to be a complete statement or summary of any securities, markets, reports or developments referred to in this research report. Neither
PHILLIPCAP nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or
opinion in this research report or lack of care in this research report’s preparation or publication, or any losses or damages which may arise from the use of
this research report.

PHILLIPCAP may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates
of PHILLIPCAP.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities
of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S.
securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory
requirements comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency other
than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related
financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by PHILLIPCAP with respect
to future performance. Income from investments may fluctuate. The price or value of the investments to which this research report relates, either directly or
indirectly, may fall or rise against the interest of investors. Any recommendation or opinion contained in this research report may become outdated as a
consequence of changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the estimates and forecasts,
assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior written consent of
PHILLIPCAP and PHILLIPCAP accepts no liability whatsoever for the actions of third parties in this respect.

PhillipCapital (India) Pvt. Ltd.
Registered office: 18th floor, Urmi Estate, Ganpatrao Kadam Marg, Lower Parel (West), Mumbai — 400013, India.
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