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Scaling up the value chain - initiate with BUY

Transport Corporation of India (TRPC), a leading multi-modal logistics Sayan Das Sharma
+9122 6138 9381

company, is witnessing secular growth across segments and improvement in
sayan.sharma(@bobcaps.in

business mix with a rising share of the high-margin supply chain, seaways and
LTL businesses. This has driven a strong EBITDA/EPS CAGR of 287%/487% Rohan Korde

over FY16-FY18; the outlook over FY19-FY21 remains healthy at 177%/16% 19122 6138 9317
CAGR as we expect these trends to sustain. We initiate coverage with BUY rohan.korde@bobcaps.in
and a Mar'’20 SOTP-based target price of Rs 365, implying 267% upside.

Moving up the value chain: A growing revenue share of higher margin segments Ticker/Price TRPC IN/Rs 291
— supply chain (+200bps), seaways (+300bps) and LTL in freight - has helped Market cap US$ 320.1mn
TRPC move up the logistics value chain, translating into 160bps EBITDA margin Shares ofs /7mn

. . . . 3M ADV US$ 0.1mn
expansion over FY16-FY18. We expect the business mix to improve further 52wk highlow R< 330/Rs 260
driven by the supply chain and LTL businesses, catalysing a sustained uptrend in Promoter/FPIDIl  67%/4%/8%
EBITDA margin/ROCE profile (+60bps/130bps over FY19-FY21). Source: NSE
Industry tailwinds to boost supply chain/3PL segment: Leveraging its early- STOCK PERFORMANCE
mover advantage, TRPC has established strong credentials in the domestic 3PL (Rs) ——TRPC
industry, especially in the auto vertical. Robust long-term industry prospects 328
(17-18% CAGR) coupled with established positioning bodes well for the company 280
- we build in a15%/20% CAGR in segmental revenue/EBITDA over FYI9-FY21. 10

130

B T R

LTL uptick positive for freight segment: The rising LTL share is a major positive

due to its >2x margin advantage over FTL and lower receivable days. We expect

this to steer a13%/16% revenue/EBITDA CAGR in freight over FY19-FY21. poureet S

Initiate with BUY: Our SOTP valuation comprises target FY21E EV/EBITDA
multiples of 6x/10x/7x for the freight/supply chain/seaways businesses, yielding
a Mar’20 TP of Rs 365 — an implied one-year forward P/E of 14x.

KEY FINANCIALS

Y/E 31 Mar FY17A FY18A FY19E FY20E FY21E
Adj. net profit (Rs mn) 813 1,238 1,491 1,752 1,999
Ad). EPS (Rs) 10.6 16.2 19.5 229 26.1
Adj. EPS growth (%) 42.8 524 204 17.5 14.1
Adj. ROAE (%) 13.3 17.6 18.0 18.2 17.9
Ad). P/E () 27.4 18.0 14.9 12.7 11
EV/EBITDA () 15.6 12.2 1.0 9.5 8.2

Source: Company, BOBCAPS Research

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda |

Important disclosures, including any required research certifications, are provided at the end of this report.
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In a nutshell

FIG1- SHARE OF VALUE-ADDED SEGMENTS ON
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FIG 2 - RISING SHARE OF LTL EXPECTED TO DRIVE

THE RISE MARGIN EXPANSION IN FREIGHT SEGMENT
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FIG 3 - SUPPLY CHAIN BUSINESS EXPECTED TO FIG 4 - SEAWAYS BUSINESS GROWTH TO REMAIN
GROW AT 15% CAGR OVER FY19-FY21 MUTED BUT MARGINS LIKELY TO EXPAND
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FIG5 - CONSOLIDATED REVENUES FORECASTTO FIG 6 - SUPPLY CHAIN DIVISION TO BE THE KEY
GROW AT 12.9% CAGR OVER FY19-FY21 VALUATION DRIVER
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EBITDA margin/ROCE rose
160bps/450bps over FY16-
FY18 on higher supply chain,

LTL and seaways contribution
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Investment rationale

Over the past few years, TRPC has been steadily moving up the logistics value

chain with a focus on the supply chain and seaways segments, which have higher
scope for value-addition than road freight transportation (mainly FTL). A higher
revenue share from these businesses — supply chain (36% to 38%) and seaways
(8% to 11%) along with LTL over FTL in freight — has helped TRPC clock 160bps
EBITDA margin expansion over FY16-FY18, with scope for further gains ahead.

Rising contribution from high-value segments

Over FY16-FY18, TRPC’s supply chain and seaways segments have posted a 20%
and 35% revenue CAGR respectively, while the lower-margin freight segment has
registered an 1% CAGR. Benefits of this enhanced business mix are visible from

the company’s margin and ROCE profile — EBITDA margins have expanded to
9.1% in FY18 from 7.5% in FY16, while ROCE has risen to 12.6% from 8.1%.

Additionally, within the freight segment, the share of high-margin LTL business
(8-11% operating margin, vs. 2-4% in FTL) is on the rise, as claimed by the
management (the company does not share absolute contribution of LTL in freight
division). Consequently, EBITDA margins of the freight business have also
expanded to 3.6% from 2.9% in FY16.

The following table depicts that supply chain, coastal shipping, and LTL industry
segments typically generates higher EBITDA margin and ROCE than FTL.

FIG7 - SUPPLY CHAIN, COASTAL SHIPPING, LTL INDUSTRIES ARE MORE PREMIUM THAN FTL
Full-truck-load (FTL) Less-than-truck-load (LTL) Supply Chain Solutions Coastal Shipping

Est. market size (Rs bn) 6,300

Fragmented; highly

700 450-500 45-50

Industry structure i Relatively less fragmented Organised Organised
unorganised

Entry barriers Low High Very High High

Scope for value addition Low High Very High Moderate

Expected 5-yr CAGR ~5-8% ~10-12% 17-18% 12-14%

Avg. EBITDA margin 2-4% 8-1% 5-15% 25-35%

Avg. ROCE 8-10% 15-16% 25-30% 20-22%

TRPC’s revenue contribution 55%/50% 36%/38% 811%

(FY16/FY18)

Source: Company, Industry, BOBCAPS Research

EQUITY RESEARCH 3 14 March 2019



TRANSPORT CORP OF INDIA /23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

Expect sustained margin and ROCE gains ahead

Going forward, we expect similar trends - faster growth in supply chain and
rising share of LTL in the freight business — to continue, propelling further

improvement in margin and ROCE profile. The supply chain business is forecast to

grow at 15.2% CAGR over FY19-FY21, ahead of freight (12.7% CAGR).

We expect both segments to see EBITDA margin expansion — 80bps to 11.3% for
supply chain solutions over FY19-FY21 as new client accounts stabilise, and 20bps
to 3.7% for the freight business owing to higher LTL contribution. Although
seaways business growth is likely to be tepid at a 5% CAGR, we forecast stronger
margins of 32% in FY21 from 27.5% in FY19. Buoyed by these factors, we expect
TRPC’s consolidated EBITDA margin/ROCE to increase 70bps/100bps over

FY19-FY21.
FIG 8 - SHARE OF VALUE-ADDED BUSINESSES FIG9 - ..DRIVING SUSTAINED UPTREND IN MARGINS
GOING UP STEADILY... AND ROCE
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Source: Company, BOBCAPS Research Source: Company, BOBCAPS Research

Integrated, multi-modal transport solution provider

With a presence across road freight, coastal shipping and rail, TRPC is one of the
few players in India with end-to-end multi-modal transport capabilities and a
pan-India reach. This enables the company to offer seamless and efficient

movement of goods along with a wide breadth of logistics services.
Flexible multi-modal offerings...

In the road freight segment, TRPC has access to 3,500 trucks and trailers, 700
branches and 25 hubs; in seaways, it has 6 cargo ships with ~64,000dwt
(deadweight tonnage) capacity; and also, container rail connectivity through a
Jjoint venture with Container Corporation of India (CCRI) - TCI Concor
Multimodal Solutions Pvt. Ltd. (subsidiary of TRPC). Multi-modal capabilities
along with a wide reach enable the company to offer flexible and optimum

transport solutions to clients.

EQUITY RESEARCH 4 14 March 2019
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FIG10 - MULTI-MODAL CAPABILITIES
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Source: Company, BOBCAPS Research

...complemented by diversified service solutions

Through its three operating divisions — road freight, supply chain solutions and

seaways — TRPC offers a whole gamut of logistics services to customers. This

includes (1) FTL, LTL and over-dimensional cargo transportation in the freight

business, (2) 3PL services through supply chain division, and (3) coastal shipping,

freight forwarding (NVOCC) and project cargo in seaways. This diversified service

offering complements its multi-modal capabilities and also places the company

favourably to capitalise on opportunities arising in various segments of the Indian

logistics industry.

FIG 11 - TRPC BUSINESS SNAPSHOT

N FY18 revenue FY18 EBIT EBIT margin ROCE
(Rs mn) Services offered
(share in total) (share in total) (%) (%)
Freight Full truvck |oafﬂ (FTL); less-than truck load (LTL); 11,992 336 g 136
over-dimensional cargo transport (50%) 21%)
C logistics/third - logistics (3PL
. on.trac'.t OgISFICS thir par.ty ogistics ( . ) 9126 605
Supply Chain services including warehousing, transportation 6.6 21.6
L ) (38%) (38%)
and distribution, value-added services
Seaways Coa.stal shipping, nonfvess.el owned common 2,564 591 231 196
carrier (NVOCQ), and project cargo (11%) (37%)
179 79
Energy & un-allocable - NM 1.9
(1%) (5%)
Total - 23,861* 1,611 6.9 14.2

Source: Company, BOBCAPS Research | “Consolidated revenue before inter-segment revenue adjustments; segmental revenue and EBIT include other income

EQUITY RESEARCH 5
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With a wide fleet and office network, TRPC is one of the largest organised road
freight transporters in India. The company’s LTL segment has been growing faster
than the FTL segment over the past two years, a major positive due to its >2x

margins over FTL and lower receivable days. We expect a growing LTL share in the

revenue mix to drive a 16% EBITDA CAGR in the freight business over

FY19-FY21.

LTL a key margin driver
LTL has 2-3x higher operating Traditionally a strong player in the FTL segment, TRPC has focused on enhancing
margins and lower receivable the share of LTL by tapping a higher number of SME customers, in recent years.
days vs. FTL According to the company, this strategy has led to faster growth in LTL over FTL

segment over the past two years (albeit it does not yet share specific information
pertaining to LTL’s contribution to the freight segment). This has translated into a
healthy revenue/EBITDA CAGR of 11.1%/23.7% for the freight division over FY16-

FY18. This momentum sustained in 9MFY19 as well, with 20.5% YoY revenue
growth while EBIT margins expanded by 10bps.

We view the growing mix of LTL business as a key positive given that (1) organised
players have a natural advantage in LTL as it requires the presence of distribution
hubs and a wider geographic footprint, (2) margins are higher than FTL (8-11% vs.
2-4%), and (3) a more fragmented, smaller clientele leads to lower receivable days

than FTL.
Margin and ROCE gap versus peers to narrow

A comparison of EBITDA margins for the three leading road freight operators
shows that VRL Logistics (VRLL) scores far above peers with margins ~3x that of
DARCL Logistics and ~5x that of TRPC, due to a higher LTL share (~90% of
revenue) and majority owned fleet. The difference in margins between DARCL

and TRPC can be attributed largely to the owned vs. hired vehicle mix.

Owing to lower margins, TRPC’s ROCE is much lower than peers despite a higher
asset turn that stems from an asset-light model (however, we note EBITDA
margins/ROCE have improved to 3.6%/13.6%in FY18). With TRPC’s LTL share
rising faster, as reflected in faster revenue/EBITDA growth than peers, the margin
and ROCE gap should narrow.

EQUITY RESEARCH 6 14 March 2019
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FIG 12 - COMPETITIVE LANDSCAPE OF TRPC’S ROAD FREIGHT* SEGMENT

(Rs mn) TRPC VRLL DARCL (unlisted)
) Higher share of FTL, but share of LTL accounts for ~90% of total o
Business focus o ) ) Primarily FTL
LTL s increasing steadily revenue
. 3,500 vehicles, of which 120 are . 700 owned, ~10,000 associated
Fleet details ~4,000 owned vehicles .
owned vehicles**
) 950+ branch and franchise offices
) 700 offices and 25 strategic hubs ) )
Geographic presence ) across India; especially strong ~200 offices
across India . :
presence in West and South India
Revenue CAGR (FY15-FY18) (%) 10.4 5.5 27
EBITDA CAGR (FY15-FY18) (%) 21.8 (3.7 (7.3)
Average EBITDA margin (FY15-FY18) (%) 32 13.8 5.1
Average asset turn (FY15-FY18) () 4.1 2.8 3.6
Average ROCE (FY15-FY18) (%) 9.8 32.7 15.5

Source: Company, BOBCAPS Research | *Freight business details for TRPC; goods transport business details for VRL, and standalone road freight business for
DARCL | **Fleet under operations would be lower

Freight segment expected to grow at 12.7% CAGR

Rising share of LTL and established market positioning should continue to aid
growth of the freight segment going ahead. We forecast 12.7%/15.9% CAGR in
revenue/EBITDA over FY19-FY21.

FIG 13 - FREIGHT REVENUE AND MARGIN MOMENTUM TO SUSTAIN OVER FY19-FY21

(Rs mn) B Freight revenue  ==o=—="Y0oY growth (R) o~ EBITDA margin (R) (%)
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Source: Company, BOBCAPS Research

Supply chain business: Riding on the industry wave

Leveraging its early-mover advantage, TRPC has established strong credentials

in the domestic 3PL industry, especially auto. Robust long-term industry
prospects (17-18% CAGR) coupled with established positioning are expected to
support a 15%/20% CAGR in revenue/EBITDA for the supply chain business over
FY19-FY21.

EQUITY RESEARCH 7 14 March 2019
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Strong positioning in 3PL industry

Auto the mainstay (~70% As one of the earliest incumbents of the Indian 3PL industry, TRPC has carved a
revenue contribution); also niche for itself over the past two decades. Leveraging its first-mover advantage, it
caters to retail, consumer, has developed a strong clientele and wide service suite, especially in the auto

chemicals, and e-commerce sector which is the mainstay of the business (~70% contribution to segment

revenue). Apart from auto, TRPC also caters to the retail and consumer products,

chemicals, and e-commerce industries.

The company currently manages 12mn sq ft of warehousing space spanning the
country and has a fleet of 4,000 trucks (1,350 owned). TRPC'’s strong market
positioning is even more impressive considering that it was achieved without any

anchor customers, unlike most other companies operating in this space.
Expect healthy revenue and EBITDA growth ahead

The company’s supply chain segment grew at a relatively tepid 6% CAGR over
FY11-FY16. However, growth bounced back to a strong 20% CAGR over FY16-
FY18 aided by client wins and an increasing trend of outsourcing logistics activities.
In O9MFY19, growth moderated slightly to 12.7% YoY, owing to delayed onset of
festival seasons and Kerala floods. According to management, the contract
pipeline is strong, especially in the FMCG, e-commerce fulfilment and auto

space, which should augment volume growth.

Supply chain revenue/ We expect TRPC to be a key beneficiary of the expected 3PL industry growth in
EBITDA projected to grow at India (17-18% CAGR; detailed outlook in our industry chapter), owing to its
15%/207% over FY19-FY21 (1) established execution track record in complex supply chain management for

auto OEMs; (2) two decades of expertise in the supply chain industry; and
(3) pan-India presence. We build in a CAGR of 15% over FY19-FY21 for the
segment, lower than the previous two-year period, factoring in some impact from

slowdown in the automotive industry. Consequently, we expect segmental

EBITDA to grow at 20% CAGR during the same period.

FIG 14 - SUPPLY CHAIN SEGMENT EXPECTED TO GROW AT A 15% CAGR OVER FY19-FY21

(Rs mn) mmmm Supply chain revenue  ==o=="Y0Y growth (R) o~ EBITDA margin (R) (%)
16,000 - 237 - 30
14,000 4 166 169
109 18 - 20
12,000 AN :
10,000 A © © ¢ - 10
J 127 78 1.5 106

8,000 : L0
0000 1 - (o)
4,000 A
2,000 - - (20)

O - T T T T r (30)

FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E

Source: Company, BOBCAPS Research
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Addition of ships drove sturdy
revenue/EBITDA CAGR of
35%/40% over FY16-FY18
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FIG 15 - VERTICAL WISE OPPORTUNITY IN THE 3PL SPACE

Est. 3PL market size (Rs bn) CAGR

Verticals :
FY18 FY21E (%)
Auto & auto comps 290-300 450-470 15-16
E-commerce 80-85 180-185 30-31
Consumer durables and FMCG 25-27 50-52 25
Organised retail 35-40 75-80 25-30

Source: CRISIL Research, BOBCAPS Research
Seaways: Right place, right time

With a fleet of six ships — three each operating on the western and eastern coasts
- aggregating ~64,000dwt of capacity, TRPC is a prominent player in the Indian
coastal shipping industry. It mainly carries container cargo along the western coast
between Mundra and Kochi, and bulk cargo on the eastern coast to Port Blair in
the Andaman and Nicobar Islands. In our view, TRPC is well placed to be a prime
beneficiary of healthy activity in the Indian coastal shipping and inland

Waterways sector.
Increasing utilisation to boost margins

The seaways segment has posted a healthy revenue/EBITDA CAGR of 35%/40%
over FY16-FY18 driven by the addition of one ship which started operating in
FY18. Revenue growth in 9MFY19 has also remained strong at 38%, aided by the
addition of one ship in Q2FY19 and higher utilisation of the existing fleet
(container utilisation stands at 55-60% at present).

Going ahead, the company plans to add one more ship if internal EBITDA and
ROCE targets are met. However, we have not factored in the same and hence
expect a relatively sedate CAGR of 5% over FY19-FY21, driven mostly by higher
utilisation. We expect EBITDA margins to remain strong at 30-32% aided by

operating leverage benefits.

FIG 16 - SEAWAYS REVENUE HAS GROWN SHARPLY FIG 17 - HAS GENERATED ROBUST EBITDA MARGIN
AIDED BY SHIP ADDITION AND ROCE
(Rs mn) I Seaways revenue  =o0—Y0oY growth (R) (%) (%) —0— EBITDAmargin === RoCE
4,000 - 264 3608 /%8 60 35 - 399
3,436 309 ‘
3,500 = L 50 297 30.2 :
3,000 - 30 -
2,500 - - 40
2,000 - - 30 25
255
1,500 - L 50
1,000 4 20 A
Fo
500 -+ 0 193 19.6
0 - -0 5 —8d . : .
FY16 FY17 FY18  FY1I9E FY20E FY2IE Fy14 FY15 Fy1e FY17 FY18
Source: Company, BOBCAPS Research Source: Company, BOBCAPS Research
EQUITY RESEARCH 9 14 March 2019



TRANSPORT CORP OF INDIA /23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

Financial review

Revenue CAGR of 12.8% forecast over FY19-FY21

Supply chain (15.2% CAGR) We expect TRPC to log a consolidated revenue CAGR of 12.8% over FY19-FY21,
and freight (12.7% CAGR) to driven by the freight (12.7% CAGR) and supply chain (15.2%) segments, while
drive consolidated revenue seaways (5%) grows at a slower pace, assuming no fleet additions. Consequently,

the supply chain business is expected to increase its share by 170bps to 38.4%,
while freight rises remains flat at 50.7%. Although revenue share of the seaways
business is likely to come down, its EBITDA contribution is expected to remain
substantial at 37%.

FIG 18 - REVENUE TO GROW AT 12.8% CAGR OVER FY19-FY21E

(Rs mn) mmmm Consolidated revenue  ==o=="YoY growth (R) (%)
40,000 -~ - 25
208 35,139
35,000 A
- 20
30,000 A
25000 A - 15
20,000 A
15,000 - - 10
10,000 -
5
5,000 -
0 0
FY17 FY18 FY19E FY20E FY21E
Source: Company, BOBCAPS Research
FIG 19 - REVENUE SHARE OF SUPPLY CHAIN FIG 20 - SEAWAYS, SUPPLY CHAIN SEGMENTS TO
BUSINESSES TO INCREASE CONTINUE TO ACCOUNT FOR MAJORITY OF EBITDA
_ ) . Energy
(%) m Freight m Supply chain Seaways m Others Freight 19
19% °
100 9 o rm— — —
83 0.8 107 s 03 A 03 107 03
80 -
Supply chain
60 - 45%
40 +
20 -
Seaways
0 - T 35%
FY17 FY18 FY19E FY20E FY21E
Source: Company, BOBCAPS Research Source: Company, BOBCAPS Research
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Project EBITDA margin
expansion of 60bps over

FY19-FY21

FIG 21 - EBITDA MARGIN TO EXPAND 60BPS OVER
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EBITDA margins to expand steadily

A temporary blip in FY19 notwithstanding, we expect TRPC’s EBITDA margin to
expand 60bps over FY19-FY21to 9.2%. Margin expansion is expected across
segments — arising LTL share is projected to aid higher freight margins of 3.7% in
FY21 from 3.5% in FY19, while supply chain solutions and seaways are likely to
witness 80bps and 250bps expansion respectively. Accordingly, we project a
16.8% EBITDA CAGR for the company over FY19-FY21. PAT is expected to
grow at a slightly lower CAGR of 15.8%.

Relatively lower growth in PAT over EBITDA is attributed to slower growth
expected in TRPCs joint venture — Transystem Logistics International — with
Mitsui of Japan. This JV provides end-to-end logistics services to Toyota Kirloskar
Motors (recently started providing services to other Japanese auto OEMs); we
forecast in a 7% earnings CAGR over FY19-FY21, factoring in a potential demand

slowdown for passenger vehicles.

FIG 22 - PAT ESTIMATED TO GROW AT 15.8% CAGR

FY19-FY21E
(Rs mn) e EBITDA  —o— EBITDA margin (R) %) (Rs mn) AT —o— Yo gowth (R) %)
3500 - 3245 95 2,500 - 524 - 60
o 2,840
3,000 2,000
2500 - 90
2,000 1,500
L 85
1500 1000
1,000
L 80 00
500
0 L 75 0

Fy17 FY18 FY19E

FY20E

FY17 FY18 FY19E FY20E FY21E

FY21E

Source: Company, BOBCAPS Research

EQUITY RESEARCH

Source: Company, BOBCAPS Research

FCFF generation and return ratios to remain healthy

TRPC has generated positive FCFF in six of the seven preceding financial years,
owing to healthy operating cash generation and moderate capex. EBITDA margin
expansion of 160bps, coupled with higher gross asset turnover (3.4x from 2.5x)
has translated into better return ratios over FY16-18 - ROE/ROCE have
improved to 17.6%/12.6% in FY18 from 9.5%/8.1% in FY16.

We forecast healthy FCFF generation over FY20-FY21 led by higher EBITDA
and a steady working capital cycle. ROCE is also expected to improve to 13.3% in
FY21 from 12% in FY19, driven by higher EBIT margins (6.1% from 5.7%).

14 March 2019
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Valuation methodology

Initiate coverage with BUY We have a Mar'20 target price of Rs 365 for TRPC arrived at using the sum-of -
and an SOTP-based Mar’20 the-parts (SOTP) methodology, as follows:
TP of Rs 365

= Freight business valued at 6x FY21E EV/EBITDA, a ~25% discount to VRL
Logistics, factoring in a lower margin and ROCE profile;

= Supply chain solutions business valued at 10x FY21E EV/EBITDA, a discount to
our implied multiple assigned to Mahindra Logistics (17x) and Future Supply (13x),

due to the absence of an anchor customer and a slower track record of growth;

= Seaways segment valued at 7x FY21E EV/EBITDA, based on its margin and
ROCE profile; and

= Transystem JV valued at 10x FY21E EPS, a significant discount to other auto-
focused 3PL players owing to its privately held status, customer concentration

risk and comparatively weak financial performance.

Our target price of Rs 365 carries 26% upside and implies a P/E multiple of
16x/14x on FY20E/FY21E EPS. Initiate with BUY.

FIG 23 - KEY VALUATION ASSUMPTIONS

Segment-wise valuation (Rs mn)

Freight segment

FY21E EBITDA 662
EV/EBITDA multiple applied (x) 6.0
Total EV for the segment 3,971
Supply chain segment

FY21E EBITDA 1,538
EV/EBITDA multiple applied (x) 10.0
Total EV for the segment 15,385
Seaways segment

FY21E EBITDA 1,212
EV/EBITDA multiple applied (x) 7.0
Total EV for the segment 8,486
Total EV of the consolidated business (ex. JV) 27,841
FY20E net debt 3,295
Equity value of the consolidated business (ex. JV) 24,546
FY21E EPS of Transystem Logistics 661
P/E multiple applied (x) 10.0
Fair value of Transystem Logistics 6,610
Share of TRPC (%) 49
Valuation attributed to TRPC 3,239
Total equity value including JV 27,785
No. of shares 76.6
Target price 365

Source: Company, BOBCAPS Research
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FIG 24 - ONE-YEAR FORWARD P/E BAND
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FIG 25 - RELATIVE STOCK PERFORMANCE
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Key risks

Sharp rise in crude oil prices: Given the time lag between fuel price increases
and pass-along of the burden to customers, a sharp rally in crude price may

intermittently affect margins.

Prolonged downturn in auto industry: Auto OEMs remain the mainstay for
the supply chain business with ~70% revenue contribution. This exposes the
company’s operations to inherent cyclicality of the automotive industry.
Owing to a diverse client base — two-wheelers, passenger vehicles,
commercial vehicles, tractors and construction equipment; as well as export
and aftermarket - TRPC is well poised to combat sectoral headwinds.
However, a prolonged downturn in the auto industry can adversely affect

operating perFormance.

High client attrition: While we note that customer churn rates have been low
in the past, retention of key client accounts remains critical for sustainability

of the supply chain business.
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Management overview

FIG 26 - KEY MANAGEMENT PERSONNEL

Name Brief profile
Mr. D. P. Agarwal Mr. D P Agarwal is the Vice-Chairman and Managing Director of TRPC. Mr. Agarwal has been associated with
Vice Chairman and the transport industry for more than 50 years. Mr. Agarwal is also associated with various Chambers of

Managing Director

Mr. Vineet Agarwal
Managing Director

Mr. Chander Agarwal

Director

Mr. Ashish Tiwari
Group CFO

Mr. Jasjit Sethi

President and CEO - SCS

Mr. IS Sigar
CEO - Freight

Mr. R.U. Singh

President and CEO - Seaways

Commerce including CllI, FICCI & PHDCCI.

Mtr. Vineet Agarwal is the Managing Director of TRPC. Mr. Agarwal joined TCl in 1996 as the Executive
Director after completing his Bachelor of Science in Economics and Industrial Management from Carnegie
Mellon University, USA & has held various finance and management roles within the company. Mr Agarwal
initiated Transystem Logistics International, a JV between Tl and Mitsui & Co, Japan for the complete logistics
management of Toyota Kirloskar Motors in India. He has played a key role in orienting the organization to move
from being a mere trucking company to evolve as one of Asia’s foremost integrated supply chain solutions

provider.

Mr. Chander Agarwal is the Director of TRPC. A Bachelor of Science in Business Administration from 1996 to
2001 from Bryant College, Smithfield, RI, Mr. Agarwal joined TRPC as Summer Intern and worked in various
departments including operations, Logistics and Marketing etc. Currently he is spearheading Group TRPC’s

international expansion across Asia, Latin America & Africa. He is also the Managing Director of TCIEXP.

Mr. Tiwari is the Group CFO of TRPC

Mr. Sethiis the President and Chief Executive Officer of TRPC’s Supply Chain Solutions division

Mr. Sigar is the Chief Executive Officer of TRPC’s Freight division

Mtr. Singh is the President and Chief Executive Officer of TCI Seaways division

Source: Company, BOBCAPS Research
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FINANCIALS

Income Statement

Y/E 31 Mar (Rs mn) FY17A FY18A FY19E FY20E FY21E
Total revenue 19,425 23,461 27,629 31,230 35,139
EBITDA 1,620 2,127 2,379 2,840 3,245
EBIT 1,028 1,441 1,580 1,878 214
Net interest income/(expenses) (30M (322) 362 (386) (370)
Other income/(expenses) 122 182 310 332 349
Exceptional items 0 0 0 0 0
EBT 849 1,301 1,529 1,823 2,120
Income taxes 191 (287) (32D (383) (445)
Extraordinary items 0 0 0 0 0
Min. int./Inc. from associates 155 224 283 312 324
Reported net profit 813 1,238 1,491 1,752 1,999
Adjustments 0 0 0 0 0
Adjusted net profit 813 1,238 1,491 1,752 1,999

Balance Sheet

Y/E 31 Mar (Rs mn) FY17A FY18A FY19E FY20E FY21E
Accounts payables 357 597 725 815 916
Other current liabilities 1,165 1,245 1,514 1,/ 1,925
Provisions 53 55 65 74 83
Debt funds 3,815 3,97 4,77 4,57 4,37
Other liabilities 0 0 0 0 0
Equity capital 153 153 153 153 153
Reserves & surplus 6,355 7,51 8,823 10,258 11,896
Shareholders’ fund 6,508 7,664 8,976 10,411 12,049
Total liabilities and equities 11,900 13,533 16,051 17,582 19,344
Cash and cash eq. 187 142 124 232 379
Accounts receivables 3,584 4,249 5,601 5,989 6,739
Inventories 25 33 39 44 50
Other current assets 953 1,198 1,41 1,595 1,794
Investments 866 1,044 1,044 1,044 1,044
Net fixed assets 5,410 6,252 7,817 8,604 9,251
CWIP 568 563 0 0 0
Intangible assets 7 6 6 6 6
Deferred tax assets, net (395) (445) (445) (445) (445)
Other assets 694 491 454 513 527
Total assets 11,900 13,533 16,051 17,582 19,344

Source: Company, BOBCAPS Research
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Cash Flows
Y/E 31 Mar (Rs mn) FY17A FY18A FY19E FY20E FY21E
Net income + Depreciation 1,405 1,925 2,290 2,715 3,103
Interest expenses 301 322 362 386 370
Non-cash adjustments 72 50 0 0 0
Changes in working capital 735) (392) (1,128) (340) (645)
Other operating cash flows 0 0 0 0 0
Cash flow from operations 1,042 1,905 1,524 2,761 2,828
Capital expenditures (1130) (1,523) (1,800) (1,750) (1,750)
Change in investments (106) azn 0 0 0
Other investing cash flows 0 0 0 0 0
Cash flow from investing (1,236) (1,700) (1,800) (1,750) (1,750)
Equities issued/Others 1 0 0 0 0
Debt raised/repaid 669 155 800 (200) (200)
Interest expenses (301 (322) (362) (386) (370)
Dividends paid (84) (123) (180) 317 (3610
Other financing cash flows © 40 0 0 0
Cash flow from financing 276 (249) 259 (903) (931)
Changes in cash and cash eq. 81 (44) (18) 108 146
Closing cash and cash eq. 187 142 124 232 379
Per Share
Y/E 31 Mar (Rs) FY17A FY18A FY19E FY20E FY21E
Reported EPS 10.6 16.2 19.5 229 261
Adjusted EPS 10.6 16.2 19.5 229 261
Dividend per share 11 1.6 1.9 34 3.9
Book value per share 84.4 99.5 116.6 135.4 156.7
Valuations Ratios
Y/E 31 Mar (x) FY17A FY18A FY19E FY20E FY21E
EV/Sales 13 11 0.9 0.9 0.8
EV/EBITDA 15.6 12.2 1.0 9.5 8.2
Adjusted P/E 27.4 18.0 14.9 127 11
P/BV 34 29 2.5 2.1 1.9
DuPont Analysis
Y/E 31 Mar (%) FY17A FY18A FY19E FY20E FY21E
Tax burden (Net profit/PBT) 957 95.2 97.5 96.1 94.3
Interest burden (PBT/EBIT) 82.6 90.3 96.8 971 99.0
EBIT margin (EBIT/Revenue) 53 6.1 5.7 6.0 6.1
Asset turnover (Revenue/Avg TA) 1.9 2.1 2.1 2.1 2.2
Leverage (Avg TA/Avg Equity) 16 16 16 15 14
Adjusted ROAE 13.3 17.6 18.0 18.2 17.9
Source: Company, BOBCAPS Research | Note: TA = Total Assets
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Ratio Analysis
Y/E 31 Mar FY17A FY18A FY19E FY20E FY21E
YoY growth (%)
Revenue 12.5 20.8 17.8 13.0 12.5
EBITDA 252 31.3 1.9 19.3 14.3
Adjusted EPS 42.8 52.4 20.4 17.5 14.1
Profitability & Return ratios (%)
EBITDA margin 8.3 9.1 8.6 9.1 9.2
EBIT margin 5.3 6.1 57 6.0 6.1
Adjusted profit margin 42 53 54 56 57
Adjusted ROAE 13.3 17.6 18.0 18.2 17.9
ROCE 10.3 12.6 12.0 12.7 13.3
Working capital days (days)
Receivables 69 67 66 74 70
Inventory 0 1 1 1 1
Payables 7 10 10 10 10
Ratios (x)
Gross asset turnover 32 34 3.1 29 2.8
Current ratio 3.0 3.0 3.1 3.0 31
Net interest coverage ratio 34 4.5 4.4 4.9 5.8
Adjusted debt/equity 0.6 05 05 0.4 03
Source: Company, BOBCAPS Research
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Disclaimer

Recommendations and Absolute returns (%) over 12 months

BUY - Expected return >+15%
ADD - Expected return from >+5% to +15%
REDUCE - Expected return from -5% to +5%

SELL - Expected return <-5%

Note: Recommendation structure changed with effect from 1January 2018 (Hold rating discontinued and replaced by Add / Reduce)

Rating distribution

As of 28 February 2019, out of 65 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 37 have BUY ratings, 18 are rated ADD, 5 are
rated REDUCE and 5 are rated SELL. None of these companies have been investment banking clients in the last 12 months.

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about the
subject company or companies and its or their securities, and (2) no part of his/her 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 persons of BOBCAPS.

General disclaimers

BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited
and BSE Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries

engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance, wealth management and portfolio management, among others.

BOBCAPSs activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INHOO0000040 valid till
03 February 2020. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated
20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of
any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory

board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to the
opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of

interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS's clients. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this

material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable for all
investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such.
Obpinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed in

this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” or
“short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or dispose
of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of companies discussed
in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment

banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.
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For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of

the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse
effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign
currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood the

Risk disclosure document before entering into any derivative transactions.

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed

in Canada or used by private customers in the United Kingdom.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS's prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date of

publication of this report.

The research analyst(s) has not received any compensation from the subject company in the past 12 months. Compensation of the research analyst(s) is not based on

any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.

The research analyst(s) has not served as an officer, director or employee of the subject company.

BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS's associates may have financial interest in the subject company. BOBCAPS's associates may hold actual / beneficial ownership of one per cent or more

securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject

company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in respect
of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a merger or
specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant banking or

brokerage services from the subject company in the past 12 months.
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