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3QFY22 RESULT REVIEW

Transport Corporation of India
Shipping segment led Margin surprise continue in 3Q
TCIL's 3QFY22 consolidated performance was much ahead of expectations
yet again on beat on margins. Topline grew 4% YoY to INR8.4bn (inline est:
INR8.5bn) led by +4%/-7%/+43% YoY growth in Freight/Supply Chain/
Seaways segment. Beat came on account of higher margins especially from
the Seaways business. EBITDA grew 37% YoY to INR1.09bn (est: INR886mn)
with margin expansion YoY to 13% vs. 9.9% YoY (12.7% QoQ) - with higher
margins from Seaways segment boosting overall margins during the quarter.
During the call, Management (1) maintained guidance on revenue growth of
15-20% and PAT growth of 35-40% for FY22 (although company is growing
ahead of guidance); (2) Seeing some trends of demand slowdown in some
sectors, additionally high base could impact growth in 4Q.; (3) Shipping
revenues have benefitted from better turnaround of ships, increase in freight
rates YoY and incremental volumes from Myanmar related business but  it's
unclear if this business will continue beyond FY22 end; (4) Capex for FY22 to
be contained to INR500-600mn as Capex related to Ship purchase stands
deferred due to high asset prices. Post 3Q, we have revised our FY22/FY23/
FY24 EPS estimates by 15%/7%/7% factoring in sustained good performance
in 3Q. We value the stock at 19x FY24 EPS at INR845 (INR755 earlier); maintain
BUY on strong fundamentals and attractive valuations. The company is trading
at invaluable P/E of 16x on FY24 EPS.

Segment-wise performance

n Freight division: Freight segment's revenue grew 4% YoY/+5% QoQ to INR4.3bn.
PBIT grew 8% YoY/ 16% QoQ in 3QFY22. PBIT margins in the segment expanded to
4.3% vs. 3.9% QoQ (4.2%YoY).

n Supply Chain Segment (SCS): Segment revenue de-grew 7% YoY/-2% QoQ in
3QFY22. PBIT fell 17% YoY /flat QoQ. PBIT margins during 3Q expanded QoQ to 6% vs
5.8% QoQ (6.7% YoY).

n Seaways division registered revenue growth of 43% YoY/10% QoQ in 3QFY22.
Segment PBIT margin grew YoY to 36.5% vs. 22.6% YoY (35.8% QoQ).

Margins scale new highs on the back of sustained shipping margins

During 3QFY22, EBITDA Margins expanded even further after a brilliant 2Q to 13% vs. 9.9%
YoY (and 12.7% QoQ). Margins benefitted from yet again expansion in shipping segment
margins. Supply Chain margins were lower YoY, on lower Topline & negative operating leverage
with Auto segment being impacted by crisis related to semiconductor availability and other
reasons. Overall Operating expenses remained flat YoY/+1% QoQ while Employee expenses
grew 17% YoY/+6% QoQ. Other expenses fell 9% YoY/+8% QoQ. PAT grew nearly 60% YoY
to INR828mn (est: INR602mn). Profit from associates was INR72mn, higher 39% YoY.

Other highlights from Results

n Shipping segment revenue has benefitted from better turnaround of ships, increase
in freight rates YoY and incremental volumes from Myanmar related business which is
active till 31-Mar; its unclear if this business will continue beyond FY22 end (to be
determined by govt policies). Margins may moderate from current levels. Pre-Myanmar
business, shipping segment EBITDA margins were at 25-30%. Need to see how much
Myanmar business sustains in FY23.

n In Supply Chain segment, Auto segments continues to be marred by chip shortage
and impact on agri related vehicle sales related to elections in North. Cold chain JV has
grown by 78% in 9MFY22, Transystem JV (Toyota) has grown at 50%+ in 9MFY22.

n Capex & leverage: Due to inflated asset prices, Company has deferred Capex related
to Ship purchase for FY22. Capex during FY22 is expected to remain contained at
INR500-600mn vs. earlier guidance of INR2bn+, while company has incurred INR190mn
in 9MFY22 so far. Net Debt levels at nil now versus over INR2bn last year.

Current Reco : BUY

Previous Reco : BUY

CMP : INR724

Target Price : INR845

Potential Return : 17%
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Quarterly performance

Actual vs estimated performance
(Rs mn) Actual Estimated % Variance Consensus % Variance

Net sales  8,377  8,533 (1.8)  8,186 2.3

EBITDA  1,092  886 23.2  1,023 6.7

EBITDA margin (%)  13.0  10.4 265bps  12.5 54bps

Adj net income  828  602 37.6  685 20.9

FDEPS (Rs)  10.7  7.8 37.6  8.9 20.9

Source: Company, Antique

Quarterly snapshot
(Rs mn) Q3FY22 Q3FY21 % Chg YoY Q2FY22 % Chg QoQ

Net sales 8,377 8,071 3.8 8,251 1.5

Expenditure 7,285 7,274 0.2 7,206 1.1

EBITDA 1,092 797 37.0 1,045 4.5

Other income 53 46 15.9 29 82.2

Interest 26 63 (59.1) 33 (21.3)

Depreciation 255 233 9.6 256 (0.5)

PBT 936 494 89.3 858 9.1

Tax 108 65 65.6 96 12.3

PAT 828 520 59.3 762 8.7

EBITDA margin (%) 13.0 9.9 316bps 12.7 37bps

EPS (Rs) 10.7 6.7 59.3 9.9 8.7

Source: Company, Antique

Sales mix
(INR mn) Q3FY22 Q3FY21 Chg YoY Q2FY22 Chg QoQ

Freight Division 4,323 4,149  4.2 4,128  4.7

Supply Chain Solutions Division 2,788 3,011  (7.4) 2,843  (1.9)

Seaways division 1,479 1,038  42.6 1,342  10.2

Energy Division 6 3  111.5 21  (73.6)

Unallocable & Corporate 23 27  (16.2) 24  (4.6)

Less Inter Segment Revenue 188 111  69.9 78  143.1

Total Sales 8,430 8,117  3.9 8,281  1.8

Source: Company, Antique

PBIT Margin
% Q3FY22 Q3FY21 Chg YoY Q2FY22 Chg QoQ

Freight 4.3 4.2 16bps 3.9 41bps

Supply Chain Solutions 6.0 6.7 -67bps 5.8 13bps

Seaways 36.5 22.6 1384bps 35.8 71bps

Source: Company, Antique

Change in estimates
FY22e FY23e FY24e

Key parameters Old New % Chg Old New % Chg Old New % Chg

Revenue (Rs mn)  33,466  32,565  (2.7)  38,473  37,099  (3.6)  44,243  42,687  (3.5)

EBITDA (Rs mn)  3,575  3,886  8.7  4,050  4,117  1.7  4,664  4,739  1.6

EBITDA margin (%)  10.7  11.9  125bps  10.5  11.1  57bps  10.5  11.1  56bps

Net profit (Rs mn)  2,422  2,775  14.6  2,757  2,956  7.2  3,220  3,430  6.5

EPS (Rs)  31.4  36.0  14.6  35.8  38.3  7.2  41.8  44.5  6.5

Source: Company, Antique
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Freight division sales and growth trend Freight division EBIT margin trend

Source: Company, Antique Source: Company, Antique

SCS division sales and growth trend SCS division EBIT margin trend

Source: Company, Antique Source: Company, Antique

Seaway division sales and growth trend Seaway division EBIT margin trend

Source: Company, Antique Source: Company, Antique
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Sales Mix (%) EBIT Mix (%)

Source: Company, Antique Source: Company, Antique

Total sales and sales growth trend EBITDA and EBITDA growth trend

Source: Company, Antique Source: Company, Antique

PAT and PAT growth trend EBITDA margin trend

Source: Company, Antique Source: Company, Antique
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Financials (Consolidated)

Profit and loss account (INRm)
Year ended 31 Mar FY20 FY21 FY22e FY23e FY24e

Net Revenue  27,178  28,024  32,565  37,099  42,687

Op. Expenses  24,773  25,412  28,679  32,982  37,947

EBITDA  2,405  2,612  3,886  4,117  4,739

Depreciation  825  928  1,018  1,101  1,251

EBIT  1,580  1,684  2,868  3,017  3,489

Other income  201  255  204  214  225

Interest Exp.  343  267  151  86  67

Extra Ordinary Items -gain/(loss)  (99)  (131)  -  -  -

Reported PBT  1,438  1,672  2,920  3,145  3,646

Tax  159  238  380  464  538

Reported PAT  1,180  1,303  2,540  2,681  3,109

Minority Int./Profit (loss) From Asso.  252  201  250  290  336

Net Profit  1,432  1,504  2,790  2,971  3,445

Adjusted PAT  1,522  1,602  2,775  2,956  3,430

Adjusted EPS (INR)  19.9  20.8  36.0  38.3  44.5

Balance sheet (INRm)
Year ended 31 Mar FY20 FY21 FY22e FY23e FY24e

Share Capital  154  154  154  154  154

Reserves & Surplus  10,085  11,543  14,084  16,760  19,910

Networth  10,239  11,697  14,239  16,914  20,064

Debt  4,186  2,767  1,267  1,017  767

Minority Interest  57  86  86  86  86

Net deferred Tax liabilities  302  273  273  273  273

Capital Employed  14,784  14,823  15,865  18,291  21,191

Gross Fixed Assets  10,617  10,692  11,194  12,994  14,494

Net Fixed Assets  7,933  8,098  7,707  8,406  8,629

Investments  1,354  1,500  1,749  2,039  2,375

Non Current Investments  1,354  1,500  1,749  2,039  2,375

Current Assets, Loans & Adv.  7,547  7,790  9,172  10,877  13,538

Inventory  66  71  71  71  71

Debtors  4,873  5,110  5,353  6,098  7,017

Cash & Bank balance  259  395  1,343  2,091  3,602

Loans & advances and others  2,349  2,214  2,405  2,615  2,848

Current Liabilities & Prov.  2,050  2,565  2,763  3,031  3,351

Liabilities  1,948  2,479  2,678  2,945  3,266

Provisions  102  86  86  86  86

Net Current Assets  5,497  5,226  6,409  7,846  10,187

Application of Funds  14,784  14,823  15,865  18,291  21,191

Per share data
Year ended 31 Mar FY20 FY21 FY22e FY23e FY24e

No. of shares (m)  77  77  77  77  77

Diluted no. of shares (m)  77  77  77  77  77

BVPS (INR)  133.2  151.7  184.7  219.4  260.2

CEPS (INR)  26.1  28.9  46.1  49.1  56.5

DPS (INR)  2.0  2.5  2.5  3.0  3.0

Source: Company, Antique

Cash flow statement (INRm)
Year ended 31 Mar FY20 FY21 FY22e FY23e FY24e

PBT  1,591  1,743  3,170  3,434  3,982

Depreciation & amortisation  825  928  1,018  1,101  1,251

Interest expense  343  267  151  86  67

(Inc)/Dec in working capital  232  181  (235)  (689)  (831)

Tax paid  (410)  52  (380)  (464)  (538)

Less: Interest/Div. Income Recd.  (11)  (59)  (204)  (214)  (225)

Other operating Cash Flow  (142)  (65)  (11)  (15)  (15)

CF from operating activities  2,428  3,047  3,510  3,239  3,691

Capital expenditure  (1,336)  (1,553)  (631)  (1,800)  (1,500)

Inc/(Dec) in investments  (61)  261  (250)  (290)  (336)

Add: Interest/Div. Income Recd.  117  157  204  214  225

CF from investing activities  (1,280)  (1,135)  (677)  (1,876)  (1,611)

Inc/(Dec) in share capital  24  40  -  -  -

Inc/(Dec) in debt  (517)  (1,419)  (1,500)  (250)  (250)

Dividend Paid  (545)  (365)  (384)  (366)  (347)

Others  (6)  (33)  -  -  27

CF from financing activities  (1,044)  (1,776)  (1,884)  (616)  (570)

Net cash flow  104  136  948  748  1,510

Opening balance  155  259  395  1,343  2,091

Closing balance  259  395  1,343  2,091  3,602

Growth indicators (%)
Year ended 31 Mar FY20 FY21 FY22e FY23e FY24e

Revenue(%) -1.3 3.1 16.2 13.9 15.1

EBITDA(%) -3.6 8.6 48.8 6.0 15.1

Adj PAT(%) 4.9 5.2 73.2 6.5 16.0

Adj EPS(%) 4.9 4.6 73.2 6.5 16.0

Valuation (x)
Year ended 31 Mar FY20 FY21 FY22e FY23e FY24e

P/E (x)  36.5  34.8  20.1  18.9  16.3

P/BV (x)  5.4  4.8  3.9  3.3  2.8

EV/EBITDA (x)  24.8  22.2  14.5  13.4  11.4

EV/Sales (x)  2.2  2.1  1.7  1.5  1.3

Dividend Yield (%)  0.3  0.3  0.3  0.4  0.4

Financial ratios
Year ended 31 Mar FY20 FY21 FY22e FY23e FY24e

RoE (%)  15.9  14.6  21.4  19.0  18.5

RoCE (%)  12.4  13.1  20.0  18.9  18.8

Asset/T.O (x)  2.1  2.1  2.4  2.4  2.4

Net Debt/Equity (x) 0.38 0.20 -0.01 -0.06 -0.14

EBIT/Interest (x)  5.2  7.3  20.3  37.7  55.5

Margins (%)
Year ended 31 Mar FY20 FY21 FY22e FY23e FY24e

EBITDA Margin(%)  8.9  9.3  11.9  11.1  11.1

EBIT Margin(%)  5.8  6.0  8.8  8.1  8.2

PAT Margin(%)  5.6  5.7  8.5  8.0  8.0

Source: Company Antique
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