Monday, July 16, 2018

CONTAINER CORPORATION  cMp:Rs 825 TRGT:RS1000  TIME HORIZON: 1 YEAR

OF INDIA

Container Corporation of India of India is highly unappreciated franchise, with company having huge
surplus of Rs. 3,100 crores on the balance-sheet, being Rs. 64 per share, RoE of over 12% and
certainty of more than 28% PAT growth over FY19-FY20, while current year's PE is at 25x, which is
quite attractive. After robust FY18 with PAT growth of over 25%, the incoming data points for Q1FY19
are indicating that positive growth momentum will continue in the coming quarters as well. Rail freight
volumes are continuing to see the benefit of a benign tariff environment in FY19 and in particular
some share gains for the container segment For FY18, Concor achieved PAT growth of 25% YoY at
Rs. 1,063 cr, despite one-offs including employee costs. The company expects 10-12% volume/profit
growth in FY19, with at least 50% improvement in double-stack trains and has increased pricing,
which will more than offset the potential reduction in lead distance. In FY18, company's saw healthy
PAT margin expansion of 190 bps to 15.5%from 13.6%, and adjusting for higher one of employee
cost, margin expansion would have been over 300 bps. This was driven largely by the company's
efforts to boost the share of double-stack trains to 12% In FY18 from 7% last year. During Q1FY19,
Rail tonnage has grown at healthy in mid single digit,while container volume on rail continued to see
double-digit growth. For Concor, FY18 saw 14.4% growth in rail-based container cargo volumes,
following two years of low growth, and now FY19 seems to have got off to a good start as well, with
Apr / May volumes increasing 9% / 12% YoY, respectively. Hence so far Concor seems to be on track
to achieve its 10-12% volume growth this year. Interestingly, the more profitable EXIM segment has
seen sharper volume growth (+15% YoY in May) against domestic volumes (+4% YoY) as trade data
continue to be positive. As new terminals ramp up, management expects the share of Double Stack
trains to improve to nearly 20% over the next two years and see continued margin expansion from
here. Longer-term, DFC (Dedicated Freight Corridor) continues to be a key catalyst that will start
getting priced in with developments on execution milestones. Company reported an EPS of Rs. 21.83
for FY18 (Rs. 17.53 in FY17) and on an estimated EPS of Rs. 26 for FY19, stock is trading at PE of
sub 25x (net of cash PE 22x). In addition, the company has an asset base that is difficult to replicate
and its 75%market share will be sustained. Share ruling at Rs. 638 can move to Rs. 750 in 1 year
time period.

DISCLAIMER: This is solely for information of clients of Farsight Securities Ltd. and does not construe to be an investment advice. It is also not intended as an offer or solicitation for the
purchase and sale of any financial instruments. Any action taken by you on the basis of the information contained herein is your responsibility alone and Farsight Securities Ltd. its
subsidiaries or its employees or associates will not be liable in any manner for the consequences of such action taken by you. We have exercised due diligence in checking the
correctness and authenticity of the information contained in this recommendation, but Farsight Securities Ltd. or any of its subsidiaries or associates or employees shall not be in any way
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this recommendation or any action taken on basis of this
information. Technical analysis studies market psychology, price patterns and volume levels is used to forecast future price and market movements. Technical analysis is complementary
to fundamental analysis and news sources. The recommendations issued herewith might be contrary to recommendations issued by Farsight Securities Ltd. in the company research
undertaken as the recommendations stated in this report is derived purely from technical analysis. Farsight Securities Ltd. has based this document on information obtained from sources
it believes to be reliable but which it has not independently verified; Farsight Securities Ltd. makes no guarantee, representation or warranty and accepts no responsibility or liability as to
its accuracy or completeness. The opinions contained within the report are based upon publicly available information at the time of publication and are subject to change without notice.
The information and any disclosures provided herein are in summary form and have been prepared for informational purposes. The recommendations and suggested price levels are
intended purely for trading purposes. The recommendations are valid for the day of the report however trading trends and volumes might vary substantially on an intraday basis and the
recommendations may be subject to change. The information and any disclosures provided herein may be considered confidential. Any use, distribution, modification, copying, forwarding
or disclosure by any person is strictly prohibited. The information and any disclosures provided herein do not constitute a solicitation or offer to purchase or sell any security or other
financial product or instrument. The current performance may be unaudited. Past performance does not guarantee future returns. There can be no assurance that investments will
achieve any targeted rates of return, and there is no guarantee against the loss of your entire investment.

POTENTIAL CONFLICT OF INTEREST DISCLOSURE (as on date of report)

Disclosure of interest statement — * Analyst interest of the stock /Instrument(s): - No. « Firm interest of the stock / Instrument (s): - No.




