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Key valuation metrics 

Year to March (Rs mn) Sales yoy chg (%) Net Profit EPS (Rs) yoy chg (%) PER (x) 
2004 1,462  25.0 59  11.8  78.5 88.6  

2005 2,266  54.9 250  24.9  111.2 42.0  

2006 2,704  19.4 494  27.2  9.3 38.4  

CY2006P* 12,281  354.2 678  33.5  23.2 31.2  

CY2007E 18,121  47.6 1,057  52.2  55.8 20.0  

CY2008E 20,695  14.2 1,334  65.9  26.2 15.9  
*ECU line consolidated  from CY2006 onwards 

AGL’s 1QCY07 consolidated results were below our estimates at Rs204mn (+65% yoy growth) led by lower ECU 
margins at 4.8% during the quarter. Standalone revenues grew by 11.5% yoy to Rs766mn during the quarter led 
by higher volume and realization growth. Operating margins improved by 140bps to 21% led by expansion in MTO 
margins (+20bps) due to lower shipping freight expenses. However, CFS margins fell sharply (-980bps) due to 
high base effect. We have downgraded our consolidated earnings by 4.6% for CY07 and 2% for CY08 due to lower 
than estimated margins of ECU line. AGL currently trades at 15.9x CY08E earnings. We believe valuations are 
attractive considering 40% earnings CAGR over CY06-CY08 driven by its global leadership in MTO business (2nd 
largest NVOCC in the world) as well as expansion of its CFS network to provide end to end logistics solutions to 
clients. Maintain Outperformer.  

AGL changed its year – end to December against April. Consequently, CY06 was a 9 month period from April - December 
2006. Hence the comparable period is 4QFY06 to the current 1QCY07.  

STANDALONE RESULT HIGHLIGHTS 
• Revenues grew by 12% yoy in 1QCY07 to Rs766mn mainly driven by higher volumes in both MTO (Multi modal 

Transport Operations) as well as CFS (Container Freight Stations) divisions. Moreover, realizations improved in the 
CFS divisions as AGL passed on the road freight hike to its customers, while MTO realizations fell by 11.8% yoy as 
the shipping freight rates fell during the quarter.  

• Operating margins improved by 140bps yoy to 21.1% during the quarter primarily due to higher EBIT margins of 
the MTO operations (improved by 20bps led by the lower freight costs). Moreover, AGL has signed up long term 
contracts with shipping lines for freight rates, which has further reduced freight cost during the quarter. 

• On the other hand, CFS margins fell fell sharply by 980bps to 50.1% during the quarter, primarily due to a high 
base effect. Last year (FY06), CFS margins had jumped sharply led by higher ground rent due to the congestion at 
the port. 

 

 

INDIA RESEARCH 

24 April 2007 

BSE Sensex: 14137 

1044 



 

 2 

SSKI INDIA 

Segmental break up  

 (Rs m) 4QFY06 1QCY07 % yoy chg 
Multimodal    

Revenues 533 545 2.3 

EBIT 32 34 5.2 

EBIT margin (%) 6.0 6.2 +20bps 

   

Volumes (mn TEU) 6,207 7,198 16.0 

Realisations (Rs/TEU) 85,843 75,740 -11.8 

    

CFS    

Revenues 160 221 38.3 

EBIT 96 110 15.6 

EBIT margin (%) 59.9 50.1 -980bps 

    

Volumes (mn TEU) 21,182 26,973 27.3 

Realizations (Rs/TEU) 7,533 8,181 8.6 
 

• Other income fell by 36% to Rs13mn, while interest expense fell by 79% yoy to Rs2mn as AGL repaid high cost 
debt. 

• On the other hand, depreciation increased by 29.6% yoy to Rs18mn as AGL changed its accounting policy of 
depreciation to a SLM (straight line method) against the earlier WDV (written down value) method.  

• AGL has provided a higher tax at 17.4% for the quarter against 8.3% in 4QFY06. 

• Consequently, net profit grew by 3.7% to Rs129mn during the quarter.  

��ECU line reports profit of Rs72mn for the quarter 
ECU revenues for 1QCY07 are Rs2.9bn and a PAT of Rs72mn. On the other hand, margins have remained stable over 
3QCY07.  

AGL acquired ECU line, 2nd largest NVOCC in the world in June 2006. ECU complements AGL’s MTO business 
and enables it to leverage ECU’s network to service clients across the world. AGL is focusing on enhancing the margins 
and operating performance of ECU Line. Accordingly, the few initiatives taken by the management during the quarter 
are: 

• Outsourcing back end operations to India – Appointment of WNS for KPO services 

• Establishment of office in Hong Kong for global buying of freight from shipping lines (approx. Rs9bn) 

• Tie-up with Econocaribe, USA (leading NVOCC in USA) to provide services in USA and to get volumes from  
Econocaribe for other parts of the world 

• Debt reduction through better working capital management – 12.5mn euros debt as on quarter end compared to 
16.5mn euros in December 2006 

Performance of ECU Line during the quarter 

 Rs mn 
Revenues 2891 

EBITDA 140 

EBITDA margin (%) 4.8% 

PBT 102 

PAT 72 
Source: Company 
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��Acquisition of Hindustan Cargo at Rs89mn during the quarter 
AGL has recently acquired Hindustan Cargo Limited (HCL), a wholly owned subsidiary of Thomas Cook (India) Ltd 
to enter the air freight business. HCL had revenues of Rs89mn and Rs2mn PAT during the quarter. Going forward, 
HCL will enhance AGL’s competitive position in the air logistics business and will help it provide end to end logistics 
solutions to its client across the European market. 

Performance of HCL during the quarter 

 Rs mn 
Revenues 89 

EBITDA 4 

EBITDA margin (%) 4.1% 

PBT 3 

PAT 2 
Source: Company 

��1Q CY07 consolidated earnings at Rs204mn led by ECU line acquisition 
AGL’s consolidated revenues for the quarter jumped by over 4x led by the ECU line acquisition to Rs3.75bn. On the 
other hand, operating margins were at 8.2% for the quarter (not comparable on yoy basis) mainly due to lower margins 
of ECU line. Consequently, the consolidated profit grew by 65% yoy to Rs204mn during the quarter.  

��Chennai and Mundra CFS commissioned; new ICD’s by CY09 
AGL has commissioned the two new CFS facilities as planned at Chennai and Mundra in April 2007. The Chennai 
CFS is spread across 9 acres, which the management expects to handle ~20,000TEU’s during CY07, while the 
management expects the Mundra CFS to handle ~14,000TEU’s during CY07. The capex incurred for both the facilities 
was Rs510mn.  Moreover, AGL plans to open new ICD’s and CFS’s across the northern market, Bangalore, 
Ahemdabad, Nagpur, Hyderabad, etc which are likely to be commissioned over the next 3 years by CY09. AGL expects 
to incur a total capex of Rs3.5bn for these new facilities over the next 3 years. 

��Earnings CAGR of 40% over CY06-08 – Maintain Outperformer 
We have downgraded our consolidated numbers by 4.6% in CY07 and 2% in CY08 led by the lower than estimated 
margins in ECU Line during the quarter. AGL is a leading Multimodal Transport Operator (MTO) in India, offering 
end-to-end logistics solutions across the world. The CFS business in key locations enhances the efficacy of AGL’s 
logistics solutions. The acquisition of ECU Line is extremely value accretive and in line with AGL’s strategy of offering 
complete and cost competitive services. We believe AGL trades at attractive valuations of 15.9x CY08E consolidated 
earnings in view of the strong earnings growth led by CFS network expansion and integration of its MTO business with 
ECU Line, the 2nd largest NVOCC in the world. We maintain Outperformer rating on the stock with a target price of 
Rs1186/share. 
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Standalone quarterly results 

Rs mn 1Q06 2Q06 3Q06 4Q06 FY06 1QCY06 2QCY06 3QCY06 CY06 1Q07 CY07E 
Net Sales 694  631  692  687  2,704  701  883  852  2,436  766  3,846  

Total Expenses 549  492  531  551  2,122  550  719  690  1,975  604  3,123  

EBITDA 145  140  161  136  582  152  164  162  461  162  723  

OPM (%) 21.0  22.1  23.3  19.7  21.5  21.7  18.5  19.0  18.9  21.1  18.8  

            

Other Income 0  8  15  21  44  11  6  21  40  13  50  

Interest 2  10  3  7  23  9  1  6  16  2  10  

Depreciation 17  18  14  14  62  15  17  (4) 73  18  80  

PBT 126  120  159  135  541  140  152  181  411  156  684  

Tax 11  9  16  11  47  17  16  44  74  27  109  

Tax Rate (%) 8.6  7.8  9.8  8.3  8.7  11.9  10.7  24.3  18.1  17.4  16.0  

PAT 115  111  144  124  494  123  136  137  337  129  574  

             

Growth (yoy, %)             

Net Sales     119.4  1.1  39.8  23.0  90.1  11.5  157.9  

EBITDA     183.1  4.5  17.3  0.3  79.1  19.4  156.9  

PBT     355.9  11.0  26.5  13.5  144.5  15.2  166.3  

PAT     198.1  7.0  22.6  (4.8) 68.2  3.7  170.5  

            

Equity Shares  18.2  18.2  18.2  18.2  18.2  20.3  20.3  20.3  20.3  20.3  20.3  

EPS (Rs/share) 63.3  61.0  79.1  68.3  271.7  6.1  6.7  6.8  16.6  6.4  28.4  

PER (x) 16.5  17.1  13.2  15.3  3.8  171.6  155.7  154.4  62.8  164.3  36.8  
 

Consolidated quarterly results 

Rs mn 1Q06 2Q06 3Q06 4Q06 FY06 1QCY06 2QCY06 3QCY06 CY06 1Q07 CY07E 
Net Sales 698  635  684  687  2,704  3,874  4,184  4,224  12,281  3,751  18,121  

Total Expenses 551  496  524  551  2,122  3,578  3,837  3,899  11,331  3,444  16,627  

EBITDA 146  139  161  136  582  295  347  325  950  306  1,494  

OPM (%) 21.0  21.9  23.5  19.7  21.5  7.6  8.3  7.7  7.7  8.2  8.2  

            

Other Income 0  9  15  21  44  11  7  21  40  14  50  

Interest 2  10  3  7  23  21  15  19  55  13  44  

Depreciation 17  18  14  14  62  42  46  26  113  45  172  

PBT 127  120  158  135  541  244  293  301  822  262  1,328  

            

Tax 11  10  15  11  47  31  53  62  144  52  270  

Tax Rate (%) 8.7  7.9  9.6  8.3  8.7  12.7  18.0  20.6  17.5  19.7  20.4  

PAT 116  111  143  124  494  213  240  239  678  211  1,057  

Minority interst -    -      -    8  8  -    16  6  8  

Reported Profit After Tax 116  111  143  124  494  205  232  239  662  204  1,049  

             

Growth (yoy, %)             

   Net Sales     119.4  455.2  558.5  517.1  454.2  446.2  147.6  

   EBITDA     183.1  101.8  149.0  102.1  163.3  125.9  157.3  

   PBT     355.9  92.2  143.5  90.2  288.8  93.9  306.9  

   PAT     198.1  77.0  109.3  67.0  134.1  64.7  158.4  
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