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Gujarat Pipavav Port (GPPL.BO) 
 Better than it looks, but still below estimates 
  

 Underlying profitability better than headline nos – GPPV reported 3Q12 
revenues of Rs943mn down 4% YoY and 4% below our estimates. The EBITDA 
margin at 35.7% was significantly below our estimate of 44%. PAT at Rs82mn was 
down 38% YoY. Management highlighted that EBITDA was affected by Rs60mn of 
one-off expenses and interest cost was higher by Rs56mn due to write off of 
syndication fee in the quarter. Adjusting for these items – PAT was Rs198mn, 
~10% below estimates.  

 Volumes were below estimates – Bulk volumes declined by 4%YoY and were 
17% below our ests due to lower than expected coal volumes. Container volumes 
fell 26%YoY (due to shift of ME 1 vessel in Q2), and were 3% below our ests.  

 Container volumes likely near the bottom – GPPV management highlighted that 
while they have lost market share due to the shift of ME1 vessel to Mundra and the 
ramp of the US service is below expectations, they are making efforts to attract new 
shipping lines/vessels to the port. The company is in advanced negotiations with 
APL and Hyundai for the same. It has also signed up a new feeder vessel with a 
monthly cargo of 4000TEUs which will start calling at the port.  

 Improvement in realizations – GPPV’s realizations in the quarter were 
~Rs382/mt, higher than our ests of Rs362/mt primarily due to 1) Lower 
transshipment cargo (earlier carried by ME1), 2) Conversion of all container 
handling tariffs to USD – consequently, ~70% of GPPV revenues would be USD 
denominated.  

 Cutting estimates, TP – we cut our estimates by 14-15% over CY12-14E primarily 
driven by a cut in our cargo assumptions. We cut our bulk cargo assumptions by 10-
15% due to lower coal volumes. We cut our container volume assumptions by 2-6% 
as we now expect a more gradual ramp up of the Maersk US line.  We cut TP to 
Rs54 to reflect lower earnings. We maintain Neutral on the stock as we believe the 
stock is likely to remain range-bound unless cargo growth picks up meaningfully.   
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Statistical Abstract             
                

Year to Net Profit Diluted EPS EPS growth P/E P/B ROE Yield 

31 Dec (RsM) (Rs) (%) (x) (x) (%) (%) 

2010A -509 -1.20 65.8 nm 2.7 -9.7 0.0 

2011A 571 1.35 212.2 35.3 2.5 7.5 0.0 

2012E 736 1.52 13.0 31.3 1.9 7.4 0.0 

2013E 818 1.69 11.2 28.1 1.8 6.6 0.0 

2014E 1,036 2.14 26.6 22.2 1.7 7.7 0.0 

Source: Powered by dataCentral           
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GPPL.BO: Fiscal year end 31-Dec Price: Rs47.60;  TP: Rs54.00;  Market Cap: Rs23,012m;  Recomm: Neutral 
Profit & Loss (Rsm) 2010 2011 2012E 2013E 2014E Valuation ratios 2010 2011 2012E 2013E 2014E

Sales revenue 2,839 3,968 3,882 4,256 4,785 PE (x) -39.6 35.3 31.3 28.1 22.2
Cost of sales -1,247 -1,574 -1,148 -1,254 -1,430 PB (x) 2.7 2.5 1.9 1.8 1.7

Gross profit 1,592 2,393 2,734 3,002 3,356 EV/EBITDA (x) 25.8 15.3 15.8 13.6 12.7

   Gross Margin (%) 56.1 60.3 70.4 70.5 70.1 FCF yield (%) 2.9 6.9 4.7 -10.2 -4.5

EBITDA (Adj) 1,174 1,828 1,633 1,867 2,186 Dividend yield (%) 0 0 0 0 0

   EBITDA Margin (Adj) (%) 41.3 46.1 42.1 43.9 45.7 Payout ratio (%) 0 0 0 0 0

Depreciation -493 -558 -548 -585 -687 ROE (%) -10.5 7.5 6.2 6.6 7.7

Amortisation 0 0 0 0 0 Cashflow (Rsm) 2010 2011 2012E 2013E 2014E
EBIT (Adj) 681 1,270 1,084 1,282 1,499 EBITDA 1,174 1,828 1,633 1,867 2,186

   EBIT Margin (Adj) (%) 24.0 32.0 27.9 30.1 31.3 Working capital -258 -122 163 -14 -15

Net interest -1,271 -852 -631 -760 -760 Other 81 153 283 297 297

Associates 0 0 0 0 0 Operating cashflow 997 1,859 2,078 2,150 2,468

Non-op/Except 43 153 167 297 297 Capex -414 -469 -1,000 -4,500 -3,500

Pre-tax profit -547 571 620 818 1,036 Net acq/disposals 0 0 0 0 0

Tax 0 0 0 0 0 Other 0 0 0 0 0

Extraord./Min.Int./Pref.div. 0 0 0 0 0 Investing cashflow -414 -469 -1,000 -4,500 -3,500

Reported net profit -547 571 620 818 1,036 Dividends paid 0 0 0 0 0

   Net Margin (%) -19.3 14.4 16.0 19.2 21.6 Financing cashflow 606 -2,067 3,869 -760 -760

Core NPAT -509 571 736 818 1,036 Net change in cash 1,151 -677 4,831 -3,110 -1,792

Per share data 2010 2011 2012E 2013E 2014E Free cashflow to s/holders 583 1,389 1,078 -2,350 -1,032

Reported EPS (Rs) -1.29 1.35 1.28 1.69 2.14  
Core EPS (Rs) -1.20 1.35 1.52 1.69 2.14  

DPS (Rs) 0 0 0 0 0  

CFPS (Rs) 2.35 4.39 4.30 4.45 5.11  

FCFPS (Rs) 1.38 3.28 2.23 -4.86 -2.13  

BVPS (Rs) 17.37 18.72 24.93 26.62 28.76  

Wtd avg ord shares (m) 424 424 483 483 483  

Wtd avg diluted shares (m) 424 424 483 483 483  

Growth rates 2010 2011 2012E 2013E 2014E  
Sales revenue (%) 28.6 39.7 -2.2 9.6 12.4  

EBIT (Adj) (%) nm 86.5 -14.6 18.2 17.0  

Core NPAT (%) 54.0 212.2 28.9 11.2 26.6  

Core EPS (%) 65.8 212.2 13.0 11.2 26.6  

Balance Sheet (Rsm) 2010 2011 2012E 2013E 2014E  
Cash & cash equiv. 1,949 1,272 6,103 2,992 1,200  

Accounts receivables 295 295 160 175 197  

Inventory 75 57 298 308 314  

Net fixed & other tangibles 12,907 12,819 13,270 17,185 19,998  

Goodwill & intangibles 0 0 0 0 0  

Financial & other assets 1,360 1,390 1,380 1,380 1,380  

Total assets 16,585 15,833 21,211 22,040 23,089  

Accounts payable 0 0 92 98 107  

Short-term debt 319 0 0 0 0  

Long-term debt 7,654 6,759 7,759 7,759 7,759  

Provisions & other liab 1,253 1,144 1,310 1,315 1,320  

Total liabilities 9,226 7,903 9,161 9,172 9,185  

Shareholders' equity 7,359 7,930 12,050 12,868 13,904  

Minority interests 0 0 0 0 0  

Total equity 7,359 7,930 12,050 12,868 13,904  

Net debt 6,025 5,487 1,656 4,766 6,559  

Net debt to equity (%) 81.9 69.2 13.7 37.0 47.2  
  
For further data queries on Citi's full coverage universe please contact Citi Research Data Services at CitiRsch.DataServices.Global@citi.com 
For definitions of the items in this table, please click here. 
 

https://ir.citi.com/G76x%2fg6rOGhVCLqwcQvKrO7JtdVLUIrGCncKtJ2gWqN%2fwpMAwf4a%2b7pztxZg0KaOqS2Sbe35Pik%3d�
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 Volumes were below estimates – GPPV reported bulk volumes of 0.75mt, 

down 4% YoY and 17% below our estimates. The miss was primarily due to lower 
than expected coal volumes in the quarter. Container volumes declined 26% YoY, 
and were 3% below our estimates. The YoY drop in the container volumes is due 
to the shifting of the ME1 vessel to Mundra port from Q2CY12.  

 EBITDA impacted due to one-offs of Rs60mn – GPPV mentioned that EBITDA 
had been adversely impacted due to a couple of one-off items i.e. 1) higher 
handling charge for fertilizer volumes as the expansion of the shed is under 
progress – Rs 30mn, 2) Cost of refurbishment of quay cranes in the quarter – Rs 
30mn. EBITDA was also impacted by the following 1) provisions for bad debts 
(due to non evacuation of coal by traders) to the tune of Rs12mn and 2) increase 
in royalty to GMB.   

 Write- off of syndication fee of Rs56mn impacted interest costs – GPPV 
wrote off Rs56mn of loan syndication fee in 3QCY12. The company repaid INR 
loans to the tune of Rs3.5bn in the quarter. The benefit of lower interest costs 
would accrue from Q4CY2012. 

 Adjusted PAT at Rs198mn, 10% below estimates – Adjusted PAT (for Rs60mn 
of one-off items and Rs56mn of syndication fee) is Rs198mn, 10% below 
estimates.   

Figure 1. GPPV – Q3CY2012 results 

Cargo Throughput 3Q 2011 3Q2012A 3Q 2012E 
Bulk 780,000 750,000 900,000 
% Growth -36.1% -3.8% 15.4% 
Container 168,983 125,945 130,000 
% Growth 29.7% -25.5% -23.1% 
Income Statement (Rs mn) 3Q 2011 3Q2012A 3Q 2012 
Net Sales/ Income from Operations 925  865  892  
Realisation per tonne         329              382          362  
Other Operating Income 54  79  89  
Total Income 979  943  981  
% Growth 21.2% -3.6% 0.2% 
Operating Expenses (372) (290) (271) 
as a % of revenues 38% 31% 28% 
Employee Cost (80) (91) (80) 
as a % of revenues 8% 10% 8% 
Administrative and Other Expenses (76) (166) (200) 
as a % of revenues 8% 18% 20% 
Total Expenditure (528) (547) (552) 
Adj. EBITDA 450  397  429  
EBITDA Margin% 46.0% 42.1% 43.7% 
Depreciation (131) (137) (137) 
Finance Cost (211) (121) (102) 
Other Income 24  59  30  
PBT 132  198  220  
Tax Expenses  0  
Recurring PAT 132  198  220  
Recurring PAT Margin% 13.5% 21.0% 22.4% 
Exceptionals 0             (116)  
Reported PAT 132  82  220  
Reported PAT Margin% 13.5% 8.7% 22.4%  

Source: Citi Research and Company Reports 
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Container volumes likely at the bottom 

 Container volumes down 26% YoY, up 3% QoQ- GPPV reported container 
volumes of 125,945 TEUs in Q3CY12, down 26% YoY but up ~3% QoQ. The 
sharp decline YoY is due to the shifting of the ME1 vessel to Mundra Port since 
April, 2012.   

 Ramp up of Maersk’s Pipavav- USA service is below expectations – 
Management highlighted that the cargo volumes on the new service to USA 
hasn’t ramped up as expected.  

 Added new feeder vessel – GPPV mentioned that they will start receiving a 
feeder vessel at the port which will transport cargo between Mumbai and Pipavav 
port (coastal shipping). This is expected to add ~4000TEUs/ month.  

 In advanced negotiations with 2 lines – GPPV is in advanced negotiations with 
a couple of container shipping lines (APL, Hyundai). This could lead to an 
increase in container volumes at the port.  

Bulk volumes impacted due to lower coal imports 

 Bulk volumes declined by 4%YoY, and 14% QoQ – primarily due to lower coal 
imports during the quarter. 

 Exported a wheat consignment in Q3CY2012 – GPPV handled export of 
wheat (client – Govt of India) for the first time at the port. The company expects 
such cargo to be recurring in nature and intends to bid for upcoming export 
tenders by Government of India.   

Improvement in realizations 

 GPPV’s realizations in the quarter were ~Rs382/mt, higher than our est of 
Rs362/mt primarily due to 1) Lower transshipment cargo (earlier carried by ME1), 
2) Conversion of all container handling tariffs to USD - As a result of this, ~70% 
of GPPV revenues would be USD denominated.  

Cutting estimates by 14-15% over CY12-14E 

 We cut our bulk cargo volume assumptions primarily driven by lower coal volume 
assumptions. We cut our container volume assumptions slightly as we expect a 
more gradual ramp up of the Maersk US line. As a consequence, our revenues 
decline by 5-9% and EBITDA declines by 11-12% (due to operating leverage). 

Conference call takeaways 

Figure 2. GPPV –Container Volumes  
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Figure 3. GPPV Bulk Volumes  
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Figure 4. GPPV – Estimate Change 

Estimate Change 2012E 2013E 2014E 
Bulk Cargo    
Earlier Estimates                 3,453,388    4,130,609    4,919,864  
Revised Estimates                 3,094,976    3,551,082    4,117,446  
%Change -10% -14% -16% 
Container Cargo    
Earlier Estimates                    567,526       624,279        717,920  
Revised Estimates                    555,321       599,747        671,716  
%Change -2% -4% -6% 
Operational Income    
Earlier Estimates 4,083  4,568            5,263  
Revised Estimates 3,882  4,256  4,785  
%Change -5% -7% -9% 
EBITDA    
Earlier Estimates                         1,830            2,129  2,496 
Revised Estimates                         1,633            1,867            2,186  
%Change -11% -12% -12% 
PAT     
Earlier Estimates                            864               944            1,210  
Revised Estimates                            736               818            1,036  
%Change -15% -13% -14%  

Source: Citi Research 

 
 

Figure 5. GPPV – TP change % 

  New Value Old Value  
DCF Valuation - FCFE DCF, WACC 13.5%                 35                  42  
Depreciated Replacement Value 50% probability                   9                    9  
Extension of concession agreement 50% probability                   8                    8  
38.8% Share in PRCL At Book value                   2                    2  
SOTP Value                  54                  60   

Source: Citi Research 
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Gujarat Pipavav Port 
 
Company description 

GPPL is the developer and operator of India's first private sector port at Pipavav, in 
Gujarat on the west coast of India. The multi-user port currently has facilities to 
handle up to 0.6mn TEUs of container cargo annually and ~5mn tones of bulk 
cargo. The A.P.Moller Maersk Group owns a ~43% stake in the company. 
 
Investment strategy 

We have a Neutral rating on GPPL, one of the top 5 ports in India and the third-
largest on the western coast for handling container cargo. We believe GPPL is well 
placed to leverage on a 38% CAGR in container trade in India's minor ports over 
FY10-17 (per Ministry of Shipping estimates). However, we are turning more 
cautious on the outlook for bulk and container volumes. 
 
Valuation 

Our target price for GPPL of Rs54 is based on a sum-of-parts approach. Using a 
DCF of FCFE (applying a cost of equity of 13.5%), we derive a value for GPPL 
Rs35/share. To this we add a combined Rs17/share, comprising fair values based 
on 50% probabilities of two outcomes at the end of the concession period: 
Rs9/share assuming the asset is transferred at Depreciated Replacement Value, 
and Rs8/share assuming the concession period is extended. GPPL's investments in 
PRCL are included at book value - or Rs2/share. 
 
Risks 

Key downside risks that could prevent the shares from reaching our target price 
include: 1) Liabilities arising due to traffic guarantee agreement with PRCL; 2) 
Longer term for traffic guarantee agreement than the concession agreement; 3) 
Lower-than-expected traffic growth; 4) Delay in the coal-based power projects 
planned at Pipavav; and 5) Customer concentration. Key upside risks that could 
prevent the shares from reaching our target price include: 1) Higher-than-expected 
traffic growth; 2) Quicker ramp-up of coal-based power projects planned at Pipavav; 
and 3) Higher shift of container lines from major ports to Pipavav. 
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NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
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organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
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prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The 
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
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dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be 
available about the companies that are the subject of this Citi Research research report. Ask your Financial Advisor or use smithbarney.com to view any 
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Important disclosure regarding the relationship between the companies that are the subject of this Citi Research research report and Morgan Stanley Smith 
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www.morganstanleysmithbarney.com/researchdisclosures. 
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This Citi Research research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was 
conducted by the same person who reviewed this research report on behalf of Citi Research. This could create a conflict of interest. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed 
by.  The Product is made available in Australia through Citi Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of 
the ASX Group and regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is 
made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty 
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers.  If there is any 
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia.  Citigroup 
companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is made available in Brazil by 
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - 
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2M3.  This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, Paris, France.  The Product is distributed in 
Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws 
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup 
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong 
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank 
N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on 
or any matters arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, 
which is regulated by Securities and Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia 
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through PT Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any 
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Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital markets services license holder, and regulated by Monetary 
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising 
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