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TM 

Surbhi Chawla 

Tel: 022 – 4040 3800 Ext: 342 
e-mail: surbhi.chawla@angeltrade.com Performance Highlights 

 Topline grew 15%: For Q2FY2008, GE Shipping registered 15.2% yoy 
growth in Revenue to Rs601.3cr (Rs522.2cr) on the back of increased  
revenue days and doubling of dry bulk rates. The company had most of its 
fleet on period charter. Hence, the negative impact of drop in tanker 
freight rates was minimised.  Revenue days rose 15% yoy to 4,303 days. 
Of the total fleet of 48 ships, the company had 75% tankers and 25% dry 
bulk carriers.  

 Operating Margins decline by 464bp: EBIDTA Margins for Q2FY2008 
declined by 464bp to 46.2% (50.9%). The decline was mainly on account 
of higher expenditure related to repair and maintenance, which increased 
112% yoy. Dry docking expense for the quarter stood at Rs42cr (Rs12cr). 
This also affected revenues as the non-operational days increased to 181 
(95) days. Staff costs increased 36% and Other Expenses increased 42% 
yoy mainly on account of increase in fleet from 39 vessels to 48 vessels.  

 Net Profit surged 46%: GE Shipping reported 45.6% yoy rise in Net 
Profit to Rs342.8cr (Rs235.5cr) on the back of higher Other Income and 
gains from sale of ship. Other Income increased 194% to Rs89cr 
(Rs30.2cr). However, the rise was mainly on account of foreign exchange 
gains of Rs48.7cr. Gains from sale of ship increased 199% to Rs115.8cr. 

 

Exhibit 1: Key Financials 
Y/E March (Rs cr) FY2006 FY2007 FY2008E FY2009E 

Net Sales       2,036.1    2,166.0     2,545.3    2,934.1 

% chg            (4.5)          6.4         17.5        15.3 

Net Profit         852.1      912.4     1,265.0    1,266.1 
% chg              1.8          7.1         38.6          0.1 

Diluted EPS (Rs)           54.2        58.0         80.4        80.5 
EBITDA Margin (%)           46.0        49.3         47.6        48.9 

P/E (x)             7.3          6.8           4.9          4.9 

P/CEPS (x)             5.3          5.1           3.7          3.7 

RoE (%)           35.7        29.7         31.1        24.7 

RoCE (%)           23.2        20.0         22.8        20.5 

P/BV (x)             2.5          2.0           1.5          1.2 

EV/Sales (x)             3.2          3.3           2.8          2.1 

EV/EBITDA (x)             7.0          6.7           5.8          4.3 
Source: Company; Angel Research, Note: Numbers are on fully diluted equity 
 

Target Price: Rs472 
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Dry bulk freight rates drive growth  

GE Shipping reported better Q2FY2008 results following an increase in the dry bulk freight 
rates. Dry bulk earnings continued to rise on the back of strong trade demand for commodities 
like iron ore and coal from Asia, particularly China. Coupled with this, increasing congestion at 
the Brazilian iron ore ports and Australian coal ports increased the ship turn-around time, 
which resulted in a shortage of vessels available in the Spot market.  

Exhibit 2: Dry Bulk rates heading north 
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Source: Industry, Angel Research 

The Baltic Exchange Dry Index (BDI), an indicator of dry bulk freight rates, rose 114% yoy 
during Q2FY2008 to 7,683. Although currently contribution of dry bulk carriers is only around 
25% to overall earnings, going ahead, we expect the contribution to rise to 30-35%.  

Continuing high oil prices and an abnormally warm winter in the Northern hemisphere slowed 
down demand for oil coupled with production cuts by OPEC. This resulted in relatively soft 
tanker rates. The refineries also preferred to draw on inventories rather than import oil, which 
led to further reduction in the rates.  

Exhibit 3: Tanker day rates  
Tanker Rates Movement (USD/Day)
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Fleet additions during the quarter 

GE Shipping took delivery of two 2,000 built double hull Suezmax crude 
carriers during the quarter. The company also contracted to buy a 2001 built Supramax dry 
bulk carrier which is likely to be delivered during Q3FY2008. The company sold one 1992 built 
single hull VLCC and has contracted to sell one 1986 built Aframax tanker and a 1988 built 
single hull Aframax tanker during Q3FY2008.  

The company has a fleet of 48 ships aggregating 3.24mn dwt, comprising 14 crude oil tankers, 
20 product tankers, two LPG tankers and 12 dry bulk carriers.  

Fleet augmentation at Greatship India  

The company has committed capex of $620mn for vessels under subsidiary, Greatship India. 
The subsidiary currently has only three PSVs in water. The committed capex is for eight 
AHTSVs and six PSVs with delivery between Q3FY2008 till Q2FY2010. The subsidiary also 
has a rig joining its fleet in Q3FY2010 and hence the major growth from subsidiary will be 
FY2010 onwards.   

Outlook  

IEA expects average oil demand to grow at 1.8% in CY2007, which would lead to a rise in 
demand for tankers. Also, an increase in supplies from OPEC could further positively 
influence tanker freight rates. While the shipyards run on full capacities, tanker deliveries will 
take time. Meanwhile, International Maritime Organisation (IMO) regulation of 
phasing out single hull tankers will result in lower supply of tankers going ahead. Hence 
overall, tankers rates are expected to be in line with FY2007 rates. 

GE has crude and product tankers covered to the extent of 63% and 47% of their operating 
days and dry bulk carriers covered 41% of the fleet's operating days, giving revenue visibility 
of around Rs440cr for the remaining part of FY2008.  

Valuation 

We have valued the company on a sum-of-the-parts basis. We have valued the parent 
company on a NAV basis, giving a 20% discount to the market price of vessels factoring 
possible downside in asset prices and the offshore subsidiary on a P/E basis. We have arrived 
at a value of Rs405 per share based on NAV valuation and Rs67 per share for the subsidiary. 
At Rs396, the stock trades at 4.9x FY2009E on fully diluted Earnings of Rs80.5. We have 
upgraded our estimates based on NAV valuation and augmentation of offshore fleet. We 
maintain a Buy on the stock with a 12-month Target Price of Rs472. 
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DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose 
possession this document may come are required to observe these restrictions.   
Opinion expressed is our current opinion as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be 
regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to 
change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. 
The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While every 
effort is made to ensure the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one can use 
the information as the basis for any claim, demand or cause of action. 
Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document should make such investigations as it deems necessary to arrive 
at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the 
merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. Certain transactions - 
futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. Reports based on technical analysis centers on studying 
charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals. 
We do not undertake to advise you as to any change of our views expressed in this document. While we would endeavor to update the information herein on a reasonable basis, Angel Broking, its 
subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the  information current. Also there may be regulatory, compliance, or other reasons that 
may prevent Angel Broking and affiliates from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without 
notice. 
Angel Broking Limited and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities of 
the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect 
to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions. 
Angel Broking Limited and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies 
referred to in this report, as on the date of this report or in the past. 
Sebi Registration No : INB 010996539 
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Exhibit 4: Q2FY2008 Performance  
Y/E March (Rs cr) Q2FY2008 Q2FY2007 %chg H1FY2008 H1FY2007 %chg 
Revenue         601.3         522.2        15.2    1,238.4       956.0      29.5 
Expenditure         323.5         256.6        26.0      647.9       457.3      41.7 
EBIDTA         277.9         265.5         4.6      590.6       498.7      18.4 
EBIDTA Margin (%)           46.2           50.9         47.7         52.2  
Interest           34.1           26.7        27.8        65.5         54.1      21.1 
Depreciation           86.6           64.3        34.6      170.1       135.2      25.8 
Gain from sale of ships         115.8           38.8      198.5      194.7       118.1      64.8 
Other Income           89.0           30.2      194.4      242.7         64.5     276.5 
Profit Before Tax         362.0         243.5        48.7      792.3       491.9      61.1 
Tax           19.2             8.1      138.7        28.5         15.4      85.1 
Net Profit         342.8         235.5        45.6      763.8       476.5      60.3 
Add/(Less): Extra. Items              -                -              -             -    
Adj. Net Profit         342.8         235.5        45.6      763.8       476.5      60.3 
EPS (Rs)           22.5           15.5          50.2         31.3   
Source: Company, Angel Research 

 


