“Analysis

Transport Corporation of India

Leiatveiilys
India (TCI) which started
with one man, one ouck
and one office more than
five decade hack has now become one
of the hrgrsl integrated hlgl!ul'il.'s solu-
tinns providers in India.
TCI provides entire lopistic slutions
w its custemer under one roof be it
freight service, express delivery service,
specialived cold chain service or logis-
o needs outside Tndis Recently com-
pany has annoonced about demerg
ing of its Real estate and warchous-
ing division o form TCI Developer’s
(TIIL), When asked the resson hehind
such  decision,  Vineet Agarwal,
Exvcutive Direcior, TC1 said “Real
Estate 8¢ w&l:!luﬂﬁiﬂH division  bias
the potenval w gencrate significant
revenies in the coming years and expect
that in next five years TI will gEncr-
ate revenues of aronnd Rs. 200-300
crores”, This has clearly led 1o spur in
commipany’s scrip which I up by 25 per
cent since announcoment and 38 per
cent year till date while Sensex in the
same rime has remained almaoss dar, We
will now explore in detail about whar
compary docs and why is it sill buy?

Business Division:

T srarved ies business with TCT
i'l‘tip,hl: and covers all the domestic
surface transport including road and
rail. Bur w company started -:xplur-
ing other arcas of providing logisics
services, share of this SERIMENE 1n tatal
revenue started decreastng,. Ir has come

Benefit From

Infra Growth

India’s logistics solutions giant Transport Corporation
of India has recently announced demerging of its
Real Estate & Warehousing division ro form TCI
Developer’s. Shashikant takes a critical look at TCI's
performance and its future prospects.

Corparation  of

dawn from 72 per cent i FYDS5 w 50
per cent of ol revenue now, This is
a bow margin sepment and company
expects it share in overall revenue 1o
Eall  Further ging, forwird, Door
door service induding courier, pack-
ages and air cargo of all dimensions
is provided by TC1 XPS. This is high
margin segment and despite contribu
ing only 27 per cent in sabes iv adds
W per conr ar operating profie level,
o move shead in the value chain of
freight business company  established
TCl SCS which not ‘anly  provides
bl movement of poods but also nike
warchousing, services. It caters imainly
o those companiss, who deal in perish-
able cargo like pharmuceutical, foods
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atd chemicals, This is one of the high
growth arcas of company and ETRTE
ment expects it e prow by A0 por cent
this year. (See the mble for marging
& gnl'-\"ll'l mie of each division) A
the end of December 2009, com-
pany had warchousing capacity of
H mn L E| .

o caver costal carge requirements
company came out with TCT Serways

G

to generate 5|gnl[i:mﬂ revenues in
the coming years. 9%

for transpordng consainer and  bulk
cargo from island porte sa neighbaor
ing cotnerics. This division has wdll
equipped "'I”i"‘ in s Hects andd has 5
s]:l[n with capacity of 2500 - 4500
DT (deadweighs  tonnage), which
includes project ships equipped with
own cranes, For nine month ending
December 2000, this division posted
stles of Bs 4405 crone, which was bower
by 6.7 per cent from the same time st
vear, The resson for such fall was non
avallability of one ship for lust guas
ter due w breakdown. Going forward
this division i expected o cuch b
momentum s onie more ship will now
be available for operstion. To provide
global logiste requirement, prirmarily
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to India centric companies, TCI has
established TC1 Global, Thie division
has nine Internatonal wholly wned
wibsidiary in countries ke ‘~i|1g-l.|'mh:,
Ching, Germany ete and ar 14 loca
tians in Imdia ro hunction smoochly.

Financials and Yoluotions:

When we talk of . OImpanys financial,
it bheas been abibe 1o beat industry average,

Real Estate & Warehousing
division has the potential

which is assumed o grow at 1.5 times
of GDP growth rate. Company’s reve-
nue has grown by GAGR of 15 per cent
for the five year ending March 2009.
While net profit in the same period has
grown by 28 per cent CAGR. However
what is disturbing is that in same fime
total assets of the campany has grown
by 33 per cent this means that com-
pany was unable o optimally urilize
ity assets. This is even reflected in the
deteniarating return on nee worth of
company from 23.13 per cent in FY0GO
to 10.43 per cent in FY09, Bur Agarwal
r:upl:lincd “We raised equity of Rs. 52.5
crores in 2007 —{]H returns on which we
are r{:u‘nmb now .

The current valuation of the compa-
ny's serip looks little bit stretched. CMP
of Rs 119 discounts company'’s rrailing
rwelve month (TTM} earning by 20,69
times which is on higher side of valua-
tion as TCI's EPS growth is at 18 per
cent in last five years, When we compare
with other logistic companies which are
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much larger in size like Allcargo and
Conuiner Corporation of India are also
trading ar PE of 20. But despite chis we
ask our readers to take exposure in the
counter with time horizon of more than
one year, This is because we believe tha
as company’s differenc high margin
SCEMEnts start nntnhucmg more o
the topline, company’s valuation may
ger re-rated and moreover company is
done with capex for recent future help-
ing it to generate more cash in furure.
And finally company is also expecting
to unlock its value of TCI Developer’s
by listing it in next one year under
which every sharcholder helding 20
equity shates of Rs 2 ecach in TCI
will ger 1 equity share of Rs 10 each
in TDL.
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