
 
 

 
  

    

 
 
 
 
 
 
We recently had a discussion with the management of Container Corporation of India (Concor) for an update on the 
business. The management indicated that while the port volumes are showing traction over the past 2-3 months, 
Concor is not witnessing the same in its exim volumes. JNPT port, which accounts for almost 50-60% of Concor’s 
volumes is registering flat volumes, while volumes are muted from Mundra and Pipavav ports due to limited rail line 
capacity. Further, the recent ‘jat’ agitation has hampered the rail cargo movement from certain northern ICD’s further 
impacting movement of exim and domestic cargo. On the other hand, Concor is losing volumes in the domestic 
segment due to the steep hike by Indian Railways in December 2010 on certain commodities. Accordingly, we believe 
Concor is likely to witness muted volume growth of 4.8% yoy in 4QFY11. While the volume growth is likely to be muted, 
we believe the control on empty running costs is likely to drive improved margins (350bps yoy). We have downgraded 
our FY11E and FY12E earnings estimates by 1% and 4% respectively to account for the lower volumes. Concor has 
largely remained insulated by the entry of private players in the medium term considering its strong competitive edge in 
the form of its infrastructure (large wagon fleet, pan India network of ICD and CFS’s) as well as its strategic alliances to 
garner volumes and offer end to end logistics solutions to clients. However, the near term issues on volume growth in 
JNPT and frequent haulage rate hikes by Indian Railways is likely to impact earnings in near term. Consequently, we 
believe valuations at 16.6x FY12 earnings adequately capture its strong competitive edge as also the cash on books. 
Maintain Neutral on the stock with a target price of Rs1215/share. 

Key financials          

As on 31 March FY08 FY09 FY10 FY11E FY12E FY13E 
Net sales (Rs m)  33,473   34,172   37,057   38,629   43,079   48,740  
        % growth  10.2   2.1   8.4   4.2   11.5   13.1  
Adj. net profit (Rs m)  7,505   7,915   7,867   8,360   9,299   10,412  
Shares in issue (m)  130   130   130   130   130   130  
Adj. EPS (Rs)  57.7   60.9   60.5   64.3   71.5   80.1  
        % growth  7.8   5.5   (0.6)  6.3   11.2   12.0  
PER (x)  20.6   19.5   19.6   18.5   16.6   14.8  
Price/Book (x)  4.8   4.1   3.6   3.1   2.7   2.5  
EV/EBITDA (x)  15.5   14.5   13.7   12.4   10.7   9.2  
RoE (%)  25.8   22.8   19.4   18.0   17.5   17.5  
RoCE (%)  25.5   22.3   19.4   18.5   18.2   18.2 
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The key takeaways of our interaction with the management are: 

 Volume growth liekly to be muted in 4QFY11 

Concor had witnessed an 11% yoy volume growth (14% yoy in exim and 2% yoy in domestic) in 3QFY11 led by pick up 
in port volumes. While the port volume growth has continued into 4QFY11 as well, Concor has not witnessed the same 
growth in its exim volumes. Some of the key reasons are:  

Trend in Concor’s volume growth over the past few quarters 
 

Source: Company; IDFC Research 

JNPT port volumes flat: The JNPT port, which is Concor’s key port for exim volumes, has witnessed flattish volume 
growth over the past 2 months (January 2011: -1.7% yoy; February 2011: +2.1% yoy) as the port is running at 100% 
capacity utilization. Accordingly, volumes for Concor have not grown from JNPT port which accounts for almost 50-60% 
of Concor’s volumes.  

All India major ports - ~10%yoy growth in container volumes...      … JNPT container traffic flat over the past 2-3 months 
 

Source: IPA; IDFC Research 

Mundra rail connectivity - an issue: The volumes at the Mundra port have been growing at a strong pace, however the 
container rail operators are not able to capitalize on the growth. The rail line connecting Mundra port to the NCR region 
is a single line, which limits the cargo movement between the port and the hinterland. Indian Railways (IR) has been 
focusing on the movement of bulk cargo from the port, which has resulted in slow movement of container rakes from 
and to the port. However, the management believes this is likely to be a temporary problem as the line is being 
expanded to accommodate double stacking, which will double the capacity for container rake movement. The double 
stacking is likely to be operational from May - June 2011 onwards.   
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‘Jat’ agitation impacts rail movement: The ‘jat’ agitation in northern India has restricted the movement of rail traffic in 
certain northern ICDs such as Moradabad, Kanpur, etc. Accordingly, some export volumes and domestic volumes have 
been impacted by the slowdown as Indian Railways is moving passenger trains on these routes.  

Hike in freight rates for domestic business: The steep hike in domestic freight rates of 50-200% from December 2010 
onwards on select commodities has resulted in some clients shifting to road. Accordingly, Concor has witnessing a 
muted growth in domestic volumes. 

 Empty running in control relative to last year 

In FY10, export import imbalance had resulted in severe empty running of almost 15-18%. The management mentioned 
that while the overall export-import trade has been largely balanced in FY11 in comparison to FY10, the imbalance at 
ports is yet continuing. Concor is witnessing higher exports from Mundra and higher imports from JNPT. Accordingly, it 
has to sometimes run empty rakes between Mundra and JNPT to balance out movement of containers.  

 4Q – typically a lean quarter due to volume based discount to clients 

Concor had begun giving rebates and discounts to shipping lines based on the volumes handled through Concor in a 
year, which it gives to the shipping line in the 3rd quarter and the 4th quarter. Accordingly, the operating margins of the 
company are steeply lower in 4Q in comparison to the 9M period. While the trend would continue in 4QFY11, we expect 
the margins to expand on a yoy basis due to lower empty running and improved revenue mix in favor of exim volumes.  

Operating margins fall sharply in 4Q due to volume discounts offered to clients 
 

Source: Company; IDFC Research 

 Capex focus maintained  

Concor is likely to incur capital expenditure of Rs4.5-5bn in FY11 on additional wagons, ICD/CFS and other handling 
equipment at various facilities. The large investments into wagons is being undertaken to continue its dominant position 
and attract higher volumes. The capex will be funded through internal accruals. Concor has Rs21bn cash on hands. 

 Maintain Neutral 

We have downgraded our FY11E and FY12E estimates by 1% and 4% to an EPS of Rs64.3 and Rs71.5 respectively to 
factor in the slower volume growth. Concor has largely remained insulated by the entry of private players in the medium 
term considering its strong competitive edge in the form of its infrastructure (large wagon fleet, pan India network of ICD 
and CFS’s) as well as its strategic alliances to garner volumes and offer end to end logistics solutions to clients. 
However, the near term issues on volume growth in JNPT and frequent haulage rate hikes by Indian Railways is likely to 
impact volumes and thereby mute earnings growth in near term. Consequently, we believe valuations at 16.6x FY12 
earnings adequately capture its strong competitive edge as also the cash on books. Maintain Neutral on the stock with 
a target price of Rs1215/share.  
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Disclaimer 

This document has been prepared by IDFC Securities Ltd (IDFC SEC). IDFC SEC and its subsidiaries and associated companies are a full-service, integrated investment banking, 
investment management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities. 

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. 

The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavor to update the information herein on reasonable 
basis, IDFC SEC, its subsidiaries and associated companies, their directors and employees (“IDFC SEC and affiliates”) are under no obligation to update or keep the information 
current. Also, there may be regulatory, compliance, or other reasons that may prevent IDFC SEC and affiliates from doing so. We do not represent that information contained herein 
is accurate or complete and it should not be relied upon as such. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis 
for an investment decision. The user assumes the entire risk of any use made of this information. 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). The investment 
discussed or views expressed may not be suitable for all investors. 

Affiliates of IDFC SEC may have issued other reports that are inconsistent with and reach different conclusions from, the information presented in this report. 

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, 
where such distribution, publication, availability or use would be contrary to law, regulation or which would subject IDFC SEC and affiliates to any registration or licensing requirement 
within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this 
document may come are required to inform themselves of, and to observe, such applicable restrictions. 

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. 

IDFC SEC and affiliates may have used the information set forth herein before publication and may have positions in, may from time to time purchase or sell, or may be materially 
interested in any of the securities mentioned or related securities. IDFC SEC and affiliates may from time to time solicit from, or perform investment banking, or other services for, any 
company mentioned herein. Without limiting any of the foregoing, in no event shall IDFC SEC, any of its affiliates or any third party involved in, or related to, computing or compiling 
the information have any liability for any damages of any kind. Any comments or statements made herein are those of the analyst and do not necessarily reflect those of IDFC SEC 
and affiliates. 

This document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed and may contain confidential and/or privileged material 
and is not for any type of circulation. Any review, retransmission, or any other use is prohibited. 

Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. IDFC SEC will not treat recipients as customers by virtue of 
their receiving this report. 

Explanation of Ratings: 

1.  Outperformer:       More than 5% upside to Index  

2.  Neutral:                 Within 0-5% to Index (upside or downside) 

3.  Underperformer:   More than 5% downside to Index 

Disclosure of interest: 

1. IDFC SEC and affiliates may have received compensation from the company covered herein in the past twelve months for issue management, capital structure, mergers & 
acquisitions, buyback of shares and other corporate advisory services. 

2. Affiliates of IDFC SEC may have received a mandate from the subject company. 

3. IDFC SEC and affiliates may hold paid up capital of the subject company. 
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