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• Downgrading to Neutral: While we expect Concor to benefit from 
reviving  growth in foreign trade, we now expect the margin expansion to 
be restricted to c.50bps (vs our earlier expectations of c.100 bps increase) 
over FY11-12E given a) traffic mix skewed towards imports, b) 
management’s continued focus on the domestic segment. We are 
consequently lowering our EPS estimates by 7% in FY11E and by 3% in 
FY12E to factor in the above and thus revising our PT to Rs.1,310. While 
the stock has outperformed the broader Sensex over the past year, we 
believe that at current levels, the stock is adequately factoring the growth 
ahead. We thus downgrade our recommendation to Neutral. 

• Cautious optimism: Management has guided for a modest volume growth 
of 10-12% over 1HFY11E. While volume growth has revived (off a low 
base), the mix remains tilted towards imports. The company will continue 
to focus on growth in the domestic segment over the near term to 
supplement overall growth. 

• Margins outlook – While FY10 margins came in at 26.4% (-80bp yoy) 
given a changing product mix, management expects margins to remain 
range bound given: a) continued focus in the lower margin domestic 
segment, b) management expects that empty running would remain high 
given the higher proportion of imports. In FY10, empty running charges 
were at Rs.1B (+30% yoy), and c) steep price hikes by the railways - the 
company could only partially pass on the recent price hike taken by the 
railways (tariffs may be raised further). 

• Price Target: We are lowering our EPS estimates by 7% in FY11E and 3% 
in FY12E to factor in lower margin outlook and are revising our PT to 
Rs.1,310, which is based on a 10% premium to the DCF based value. At this 
price, the stock is valued at a one year forward PE of 15x on FY12E EPS, 
which is at a 10% premium to the company’s historic five year trading 
multiple. 

• Risks: on the upside – higher than expected operating margins. On the 
downside: growth rates may be impacted by an uncertain outlook in Europe. 
Table 1: Container Corporation of India – Summary of financials (Year ending March; Rs in M) 

 FY09 FY10E FY11E FY12E   
Net sales 34,172 37,023 43,124 49,902 52-week range (Rs) 924 - 1,453 
Net profit 7,915 7,790 9,501 11,355 Market cap (Rs B)                 168,974 
EPS (Rs) 60.9 59.9 73.1 87.4 Market cap (US$ M)                    3,572 
Net sales growth (%) 2 8 16 16 Shrs outsting (MM)                       130 
EPS growth (%) 5 -2 22 20 Free float (%) 37 
ROE (%) 21.0 18.0 18.8 19.1 Avg daily value (US$ MM) 1.3 
BVPS (Rs) 289 333 389 457 Avg dly volume (MM shs) 0.1 
P/E (x) 21.4 21.7 17.8 14.9 BSE sensex                   17,118 
EV/EBITDA (%) 16.3 15.2 12.6 10.3 Exchange rate (Rs/US$) 47.3 

Source: Company, J.P. Morgan estimates, Bloomberg. Priced as of 4 June 2010. 
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Company Description   P&L sensitivity metrics EBITDA EPS 
      impact (%) impact (%) 

 Sales volume growth assumption 5% 5% 
     Impact of each 3%   
 Gross margin assumption 4% 4% 
      Impact of each 1%   
       
 Source: J.P. Morgan Estimates   
    
    
    
    
 Price target and valuation analysis   
 
 

Concor is India’s largest railway 
container freight operator with more 
than 90% market share. It transports 
containerized cargo on its owned rakes 
(wagons). 
While Concor owns the wagons and 
terminals, it operates trains on the 
Indian railways network, for which it 
pays haulage charges to the railways. 
The company derives 80% of its 
revenues from the EXIM (export import) 
segment and the balance from the 
domestic segment. 

 
    
Revenue customer chart (%)  
 
     
    

We are lowering our EPS estimates by 7% in FY11E and 3% in FY12E 
to factor in a lower margin outlook and are revising our PT to Rs.1,310.  

 

    Risk free rate:  7.5 
    Market risk premium:  7 
    Beta:  0.8 
    Debt/equity:  0 
    Cost of debt:  NA 
    Terminal “g”:  4.5 
       
    
Source:     
    
    
    
    
EPS:  J.P. Morgan vs consensus  
  J. P. Morgan Consensus  
FY10 59.9 59.9  

On our current target price, the stock trades at a 10% premium to our 
DCF based value. At this price, the stock is valued at a one year 
forward PE of 15x on FY12E EPS, which is at a 10% premium to the 
company’s average five year trading multiple.  

 

FY11E 73.1 71.5     
FY12E 87.4 80     
Source:  Bloomberg      

1998 1999 2000
2001 2002 2003
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Volume outlook: 
EXIM segment: Port traffic in India has risen over FY10, driven by a global 
recovery.    

Figure 1: Port Traffic (in ‘000 Tons) 
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Source: Indian Port Association 

While port volume at 561MT grew at 6% yoy in FY10, the container tonnage grew at 
9%, while TEUs grew at 4%. In this light, Container Corporation’s TEU volumes on 
the EXIM side were up +1% yoy. Concor benefited from strong growth in the import 
segment, given a healthy local economy. 

Figure 2: Commodity wise break down of Port Traffic (in ‘000 Tons) 
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Source: Indian Port Association 

While there are concerns about growth rates emanating from the Euro zone, growth 
in the rest of the world is likely to hold up.  

Table 1: JP Morgan Global GDP Growth Forecasts (%) 
 CY09 CY10E CY11E 

Global -2.5 3.6 3.3 
USA -2.4 3.5 3.1 
EU -4.0 1.3 1.9 
UK -4.9 1.5 3 
Japan -5.2 3.5 2.2 
China 8.7 10.8 9.4 
India 7.2 8.3 8.5 

Source: J.P. Morgan Global Economics 
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Figure 3: India’s Foreign Trade – Country wise share (%) 
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Source: Government of India 

Concor’s EXIM volumes revived in the latter half of FY10. While import shipments 
picked up earlier, export volumes revived only over 4Q. 

Figure 4: Container Corporation of India EXIM Volumes (in TEU’s) 
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Source: Company 

Domestic Segment Outlook 
Given that growth rates in the local economy are expected to remain healthy, 
management highlighted that they expect domestic business to be a growth driver 
over FY11E. 
 
Figure 5: Index of Industrial Production (%) 
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Source: J.P. Morgan Economics 

The breakdown of India’s foreign 
trade (as of Apr-Dec 2009) by 
value indicates that China, UAE 
and the US are the largest 
trading partners. The Euro Zone 
is c.11% of value while Asia (ex 
China) is 18%. 
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Further, the Indian railway has set a loading growth target of 6% in FY11E, generally 
in line with FY10. 
 
Figure 6: Indian Railways Freight loading target (in MT) 
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We expect Container Corporation to benefit from a revival in Exim trade as well as 
sustained growth in the domestic segment. 
 
Table 2: Container Corporation of India Volumes (in TEUs) 

 FY09 FY10 FY11E FY12E 
EXIM TEU's  1,854,959  1,882,277   2,108,150 2,382,210 
 Volume growth% -6% 1% 12% 13% 
DOMESTIC TEU's   453,273 538,970  603,646  664,011 
 Volume growth% -4% 19% 12% 10% 
TEU's TOTAL  2,308,232  2,421,247   2,711,797 3,046,221 
 Volume growth% -6% 5% 12% 12% 

Source: Company, J.P. Morgan Estimates 

 
Margin Outlook 
The management expects margins to remain range bound at FY10 levels given: a) 
continued growth in the lower margin domestic segment, b) management expects that 
empty running would remain high as the product mix is skewed towards imports,      
c) inability of the company to pass on the entire price hikes from railways – Concor 
could only pass on c.85% of the last price hike taken by the railways (tariffs are 
expected to rise further). 
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Figure 7: Container Corporation of India’s EBITDA Margin (%) 
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Source: Company, J.P. Morgan Estimates 

Lowering forecasts: We are consequently lowering our EPS forecasts for FY11E 
and FY12E by 7% and 3% respectively to factor in the above. 
 
Valuation and View: 
The stock has outperformed the broader Sensex (by over 20%) over the past year, as 
the stock re-rated from trough levels – following the revival in global economic 
growth. 

Figure 8: Concor vs. SENSEX (Based to 100) 
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Source: Bloomberg 

While we expect Concor to benefit from economic growth, we now expect the 
margin expansion to be restricted to c.50bps (vs our earlier expectations of c.100 bps 
increase) over FY11-12E. We are consequently lowering our EPS estimates by 7% in 
FY11E and by 3% in FY12E to factor in the above and are revising our PT to 
Rs.1,310. We downgrade our recommendation to Neutral. 

We continue to value the stock at a 10% premium to the DCF based value. We have 
assumed a WACC of 13.5% in our valuation. At this price, the stock is valued at a 
one year forward PE of 15x on FY12E EPS, which is at a 10% premium to the 
companies’ historic five year trading multiple. 
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Table 3: Concor’s NPV 
Sum of Free Cash Flow 62,574 
Terminal Value        67,955 
Enterprise Value 130,528 
Add: Cash & Cash Equivalent 20,496 
Net Present Value-equity 151,024 
Shares o/s 130 
NPV/share          1,162 

Source: J.P. Morgan estimates. 

 

 

Figure 9: Concor Rolling Forward PE Band Chart (x) 
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Source: Bloomberg, J.P. Morgan estimates. 

 
Risks to our investment thesis: on the upside – higher than expected operating 
margins. On the downside: growth rates in foreign trade may be impacted by an 
uncertain outlook at the Eurozone. 



 
 

 8 

Asia Pacific Equity Research 
06 June 2010

Aditya Makharia 
(91-22) 6157-3596 
aditya.s.makharia@jpmchase.com 

Container Corporation of India: Summary of Financials 
Rs in millions, year-end Mar Rs in millions, year-end Mar
Profit and Loss statement Cash flow statement

FY08A FY09A FY10E FY11E FY12E Rs in millions, year-end Mar FY08A FY09A FY10E FY11E FY12E

Revenues 33,473 34,172 37,023 43,124 49,902 EBIT 7,840 8,151 8,420 9,870 11,654
% change Y/Y 10% 2% 8% 16% 16%

Depreciation & amortisation 1,063 1,159 1,343 1,558 1,770
EBITDA 8,904 9,311 9,763 11,428 13,424 Dec/(Inc) in Working Capital (379) 336 163 73 285

% change Y/Y 0% 5% 5% 17% 17% Taxes (1,856) (2,147) (2,052) (2,467) (2,968)
EBITDA Margin (%) 26.6% 27.2% 26.4% 26.5% 26.9% Cash flow from operations 6,668 7,500 7,874 9,034 10,740

Depreciation 1,063 1,159 1,343 1,558 1,770 Extra ordinary Items 17 -3 0 0 0
Other Income 1,645 2,111 1,616 2,312 2,904 Net Capex -1,892 -4,733 -4,000 -4,500 -4,500
Interest Expense 0 0 0 0 0 (Pur)/Sale of Invest. -237 -477 -500 -500 -500
Earnings before tax 9,485     10,262   10,036   12,181  14,558 Free cash flow 4,556 2,286 3,374 4,034 5,740
Tax 1,980     2,347     2,245     2,680    3,203   Equity raised/ (repaid) 40 0 0 0 0

as % of EBT 20.9       22.9       22.4       22.0      22.0     Debt raised/ (repaid) 0 0 0 0 0
Net Income (Adjusted) 7,505     7,915     7,790     9,501    11,355 Dividends paid -1,652 -1,977 -2,129 -2,124 -2,223
    Change (%) 8% 5% -2% 22% 20% Net Interest (Paid)/ Recd 1,645 2,111 1,616 2,312 2,904
Prior Period adjustments 17          (3)           -         -        -       CF fron financing activity 33 134 -513 188 681
Net Income (Reported) 7,522     7,912     7,790     9,501    11,355 
Shares Outstanding (in M) 65          130        130        130       130      Cash generated during the year 4,589 2,420 2,861 4,222 6,421
EPS (Adjusted) 57.9 60.9 59.9 73.1 87.4 Beginning cash & equivalents 10,626 15,215 17,635 20,496 24,718

% change Y/Y 8% 5% -2% 22% 20% Ending cash & equivalents 15,215 17,635 20,496 24,718 31,140
DPS (Rs) 13          14          14          15         16        
Div Payout Ratio(%) 22% 23% 23% 20% 19%

Rs in millions, year-end Mar
Balance sheet Ratio Analysis

FY08A FY09A FY10E FY11E FY12E FY08A FY09A FY10E FY11E FY12E
Net fixed assets 16,652 19,490 22,638 25,580 28,311
Capital WIP 1,721 2,457 1,966 1,966 1,966 EBITDA margin(%) 26.6 27.2 26.4 26.5 26.9
Trade investments 1,554 2,031 2,531 3,031 3,531 Sales growth(%) 10          2            8          16        16        

Net profit growth(%) 8            5            (2)         22        20        
Cash 15,215 17,635 20,496 24,718 31,140 EPS growth(%) 8            5            (2)         22        20        
Accounts receivable 137 157 170 198 230
Inventories 48 51 101 118 137 Dividend Payout (%) 22 23 23 20 19
Loans & Advances 3,621 3,936 4,023 4,144 4,235
Current assets 19,021 21,780 24,790 29,178 35,740 P/E (x) 22.5 21.4 21.7 17.8 14.9

Cash P/E (x) 19.7 18.6 18.5 15.3 12.9
Payables 4,144 4,802 5,294 5,590 6,150 EV/EBITDA (x) 17.3 16.3 15.2 12.6 10.3
Others 1,227 1,395 1,211 1,254 1,354 EV/Sales (x) 4.6 4.4 4.0 3.3 2.8
Total current liabilities 5,371     6,197     6,505     6,843    7,504   Price to Book Value (x) 5.3 4.5 3.9 3.3 2.8
Net Current Assets 13,650 15,582 18,285 22,335 28,237 Dividend Yield(%) 1.0 1.1 1.1 1.1 1.2
Total Assets 33,576 39,560 45,420 52,911 62,044

Debt to equity (x) 0.0 0.0 0.0 0.0 0.0
Debt -         -         -         -         -         
Deferred Tax 1,737     1,938     2,131     2,344     2,579     Net profit margin(%) 22.4       23.2       21.0       22.0       22.8       
Share Capital 650        1,300     1,300     1,300     1,300     Sales/assets (x) 1.0 0.9 0.8 0.8 0.8
Networth 31,839   37,622   43,289   50,567   59,465   Assets/equity (x) 1.1 1.1 1.0 1.0 1.0
Liabilities 33,576   39,560   45,420   52,911   62,044   ROE (%) 23.6 21.0 18.0 18.8 19.1
BVPS (Rs per share) 245 289 333 389 457 ROCE (%) 28.2 25.9 22.1 23.0 23.5

ROIC(%) 42.7 37.2 33.8 35.0 37.7  
Source: Company, J.P. Morgan 
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MAS. Malaysia: This material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) which is a 
Participating Organization of Bursa Malaysia Berhad and a holder of Capital Markets Services License issued by the Securities Commission in 
Malaysia. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock Exchange and regulated by the Securities and 
Exchange Commission of Pakistan. Saudi Arabia: J.P. Morgan Saudi Arabia Ltd. is authorised by the Capital Market Authority of the Kingdom 
of Saudi Arabia (CMA) to carry out dealing as an agent, arranging, advising and custody, with respect to securities business under licence number 
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35-07079 and its registered address is at 8th Floor, Al-Faisaliyah Tower, King Fahad Road, P.O. Box 51907, Riyadh 11553, Kingdom of Saudi 
Arabia. Dubai: JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial Services Authority (DFSA) and its registered 
address is Dubai International Financial Centre - Building 3, Level 7, PO Box 506551, Dubai, UAE. 
  

Country and Region Specific Disclosures   
U.K. and European Economic Area (EEA):  Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by 
JPMSL. Investment research issued by JPMSL has been prepared in accordance with JPMSL's policies for managing conflicts of interest arising 
as a result of publication and distribution of investment research. Many European regulators require that a firm to establish, implement and 
maintain such a policy. This report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must 
not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relates is only 
available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to persons 
regarded as professional investors (or equivalent) in their home jurisdiction. Australia:  This material is issued and distributed by JPMSAL in 
Australia to “wholesale clients” only.  JPMSAL does not issue or distribute this material to “retail clients.”  The recipient of this material must not 
distribute it to any third party or outside Australia without the prior written consent of JPMSAL.  For the purposes of this paragraph the terms 
“wholesale client” and “retail client” have the meanings given to them in section 761G of the Corporations Act 2001.  Germany:  This material is 
distributed in Germany by J.P. Morgan Securities Ltd., Frankfurt Branch and J.P.Morgan Chase Bank, N.A., Frankfurt Branch which are 
regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht.  Hong Kong:  The 1% ownership disclosure as of the previous month end 
satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for Persons Licensed by or Registered with the Securities 
and Futures Commission. (For research published within the first ten days of the month, the disclosure may be based on the month end data from 
two months’ prior.) J.P. Morgan Broking (Hong Kong) Limited is the liquidity provider for derivative warrants issued by J.P. Morgan Structured 
Products B.V. and listed on the Stock Exchange of Hong Kong Limited. An updated list can be found on HKEx website: 
http://www.hkex.com.hk/prod/dw/Lp.htm.  Japan: There is a risk that a loss may occur due to a change in the price of the shares in the case of 
share trading, and that a loss may occur due to the exchange rate in the case of foreign share trading. In the case of share trading, JPMorgan 
Securities Japan Co., Ltd., will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed price by the 
commission rate which was individually agreed between JPMorgan Securities Japan Co., Ltd., and the customer in advance. Financial Instruments 
Firms: JPMorgan Securities Japan Co., Ltd., Kanto Local Finance Bureau (kinsho) No. 82 Participating Association / Japan Securities Dealers 
Association, The Financial Futures Association of Japan.  Korea:  This report may have been edited or contributed to from time to time by 
affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul Branch.  Singapore:  JPMSS and/or its affiliates may have a holding in any of the 
securities discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important Disclosures 
section above.  India:  For private circulation only, not for sale. Pakistan:  For private circulation only, not for sale. New Zealand:   This 
material is issued and distributed by JPMSAL in New Zealand only to persons whose principal business is the investment of money or who, in the 
course of and for the purposes of their business, habitually invest money. JPMSAL does not issue or distribute this material to members of "the 
public" as determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must not distribute it to any third 
party or outside New Zealand without the prior written consent of JPMSAL.  Canada:  The information contained herein is not, and under no 
circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or solicitation of 
an offer to buy securities described herein, in Canada or any province or territory thereof. Any offer or sale of the securities described herein in 
Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only 
by a dealer properly registered under applicable securities laws or, alternatively, pursuant to an exemption from the dealer registration requirement 
in the relevant province or territory of Canada in which such offer or sale is made. The information contained herein is under no circumstances to 
be construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. To the extent that the 
information contained herein references securities of an issuer incorporated, formed or created under the laws of Canada or a province or territory 
of Canada, any trades in such securities must be conducted through a dealer registered in Canada. No securities commission or similar regulatory 
authority in Canada has reviewed or in any way passed judgment upon these materials, the information contained herein or the merits of the 
securities described herein, and any representation to the contrary is an offence. Dubai:  This report has been issued to persons regarded as 
professional clients as defined under the DFSA rules. 
  

General:  Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan 
Chase & Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any 
disclosures relative to JPMSI and/or its affiliates and the analyst’s involvement with the issuer that is the subject of the research. All pricing is as 
of the close of market for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this 
material and are subject to change without notice. Past performance is not indicative of future results. This material is not intended as an offer or 
solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account individual 
client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies to 
particular clients. The recipient of this report must make its own independent decisions regarding any securities or financial instruments 
mentioned herein. JPMSI distributes in the U.S. research published by non-U.S. affiliates and accepts responsibility for its contents. Periodic 
updates may be provided on companies/industries based on company specific developments or announcements, market conditions or any other 
publicly available information. Clients should contact analysts and execute transactions through a J.P. Morgan subsidiary or affiliate in their home 
jurisdiction unless governing law permits otherwise.  
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