L Prabhudas  Mundra Port & SEZ
Lilladher Lower-than-expected revenues

May 22, 2009 B Revenues disappoint: Mundra Port and Special Economic Zone (MPSEZ)

did not book any SEZ sales for the quarter which led to lower-than- %
expected revenues. The company’s topline declined by 13.4% YoY as [ge
Rating Accumulate Q4FY08 revenues consisted of Rs862m SEZ income. Port revenues grew by %
Price RsS59 17.4% YoY on account of a 12% increase in volumes and 4.6% increase in [l
Target Price Rs637 the average realizations. =
Implied Upside 14.0% (O]
Sensex 13,737 EBITDA margins also declined to 58.2% as against 71.5% in Q4FY08 on [a=
’ account of the absence of high margin SEZ income. o2
(Prices as on May 21, 2009) o
B Volume growth dominated by bulk cargo: Mundra port clocked in E
volumes of 9.5m tonnes for the quarter and 35.7m tones for FYQ9, 8
Trading Data representing growth of 12% and 24%, respectively. Growth in volumes
Market Cap. (Rs bn) 224.0 was dominated by bulk cargo which grew by 14.6% for the quarter. The
Shares o/s (m) 400.7 crude and POL category also saw growth. However, container volumes
Free Float 33.9% declined by 8.5% for the quarter.
3M Avg. Daily Vol (“000) 384.9  m Strong growth in profits on account of interest income: MPSEZ’s profits
3M Avg. Daily Value (Rs m) 153.2 grew by 66% for the quarter on account of an interest income on liquid

funds as well as reduced interest cost. The company reported an inflow
of Rsll4m as against an outflow towards interest as expected by us.
Profits stood at Rs1.55bn as against Rs0.9bn in Q4FY08.

Major Shareholders i . .
B Valuations: We have valued the MPSEZ’s port business on the basis of a

P 66.1% . L . .
romoters ' DCF for a period of 30 years which is the concession period for the port.
i 0
Fore'gn_ 6.4% Based on this, we arrive at a value of Rs565. The NAV of the 18000 acre
Domestic Inst. 17.9% SEZ stands at Rs143. We attribute a 50% discount to the SEZ NAV,
Public & Others 9.6%

thereby valuing the company Rs637. We rate the stock ‘Accumulate’

Key financials (Y/e March) FY08 FY09 FY10E FY11E
Revenues (Rs m) 8,170 11,949 15,093 22,240
Stock Performance Growth (%) 48.4 46.3 26.3 473
(%) M 6M 12M EBITDA (Rs m) 5,358 7,340 10,680 16,005
Absolute 43.9 95.3 (36.5) PAT (Rs m) 2,104 4,325 6,260 11,180
EPS (Rs) 5.3 10.8 15.6 27.9
Relative 16.9 41.2 (17.8) Growth (%) 16.2 105.6 4.7 78.6
Net DPS (Rs) 1.5 2.0 2.5 3.0
Source: Company Data; PL Research
Price Performance (RIC: MPSE.BO, BB: MSEZ IN) Profitability & valuation FY08 FY09 FY10E FY11E
(Rs) EBITDA margin (%) 65.6 61.4 70.8 72.0
1,000 ROE (%) 11.7 14.5 18.3 26.8
900 ROCE (%) 10.3 10.2 14.0 19.2
800 EV / sales (x) 28.8 20.3 16.3 11.0
700 EV / EBITDA (x) 44.0 33.1 23.0 15.3
600 PE (x) 106.4 51.8 35.8 20.0
Eo0 P/ BV (X) 8.0 7.1 6.1 4.8
ggg Net dividend yield (%) 0.27 0.36 0.45 0.54
200 T T T T T | Source: Company Data; PL Research
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“-, Mundra Port & SEZ

Q4FYO09 Result Overview (Rs m)
Y/e March Q4FY09 Q4FY08 YoY gr. Q3FY09 FY09 FY08 YoY gr.
(%) (%)

Net Sales 2,845 3,286 (13.4) 3,009 11,949 8,170 46.3

Expenses

Administration & other exp 440 256 72.0 159 1,011 711 42.2

Operating exp 644 595 8.4 873 3,195 1,836 74.0
% of Sales 38.1 25.9 34.3 35.2 31.2

Personnel exp 105 87 20.1 89 404 266 51.7
% of Sales 3.7 2.6 3.0 3.4 3.3

Total Expenses 1,189 938 26.8 1,121 4,609 2,813 63.9

EBITDA 1,656 2,349 (29.5) 1,888 7,340 5,358 37.0
Margins (%) 58.2 71.5 62.8 61.4 65.6

Depreciation 391 291 34.3 348 1,468 1,023 43.5

EBIT 1,265 2,057 (38.5) 1,541 5,872 4,335 35.5

Interest (114) 319 (135.5) 495 1,459 1,079 35.3

Other Income 169 209 (19.2) 24 446 279 60.0

Extraordinary - - - - 117

Prior Period Items - - - - (13)

PBT 1,547 1,947 (20.5) 1,070 4,859 3,638 33.5

Tax 35 1,036 (96.6) 61 533 1,534 -65.2
Effective tax rate (%) 2.3 0.0 5.7 11.0 42.2

PAT 1,512 911 66.0 1,008 4,325 2,104 105.6
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Buy Accumulate Reduce Sell
PL’s Recommendation Nomenclature
BUY : Over 15% Outperformance to Sensex over 12-months Accumulate :  Outperformance to Sensex over 12-months
Reduce :  Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months
Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month
Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient only as information
and is not for circulation. This document is not to be reported or copied or made available to others without prior permission of PL. It should not be considered or taken
as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or
completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of whatsoever nature for the information,
statements and opinion given, made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The
suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent
expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or
engage in transactions of securities of companies referred to in this report and they may have used the research material prior to publication.

We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.




