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CFS performance continues to weighed down by DPD
MARKET DATA
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The company is on final stages of finishing its Railway terminal which will connect
its Vapi ICD with the JNPT Port. The ramp up in volume post commissioning of
railway network would be significant because it will help in bringing down the
transportation cost of containers between Vapi and JNPT by 30-35%.
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On consolidated basis, Navkar reported revenue of Rs. 106.5 cr, growth of 16.2%
YoY mainly driven by Vapi revenue on low base. Company reported EBITDA of Rs.

37.6 cr and EBITDA Margin of 35.3% compared to Rs. 33 cr and 36% YoY and Rs.
K j 40.4 cr and 37.5% QoQ. Due to repayment of debt from QIP proceeds,
company'’s interest cost reduced drastically causing its PAT to grow by 20.6% YoY
to Rs. 23.5 cr.

Conference Call Highlights:
e JNPT CFS:
- Company's CFS revenue dipped slightly on YoY basis because of adverse
volume mix. It handled more volumes from DPD than shipping lines which
results in lower dwell time and thus decrease in revenue per TEU.

Quarterly Performance (Consol):

Particulars (Rs in crs) Q3 FY18 Q3 FY17 YoY (%) Q2FY18 QoQ (%)

Net Sales 106.5 91.6 16.2 107.8 -1.3 371 347 6.8
EBITDA 37.6 33.0 13.9 40.4 -7.0 138 134 3.0
EBITDA Margin 35.3 36.0 -70 bps 37.5 -180 bps 37.1% 38.5%  -140 bps
Interest 1.3 8.6 -- 5.4 -- 31.3 34.3 -
Depreciation 5.4 5.2 -- 5.5 -- 20.1 19.3 --
PBT 31.3 21.7 44.3 30.1 4.0 14 19 -13.2
Tax 7.8 2.2 252.1 5.3 47.8 86 95 --
PAT 23.5 19.5 20.6 24.8 -5.4 6.0 6.6 -10.0
EPS 1.6 1.4 16.9 1.74 -8.6 371 347 -8.6
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- From this quarter company changed its policy to report volume numbers. Instead of giving out total volumes
handled, they will share volumes handled via shipping lines only (not of those handled via DPD). The purpose
behind change in the approach is to match their data with that of shipping lines. This will impact the presentation,
as revenues would reflect total volumes (Shipping Lines + DPD + domestic) while company would be disclosing
volumes handled via shipping lines only

- During the quarter, company handled 72,274 TEUs (via shipping lines), which is a decline of 4% compared to
corresponding quarter of the previous year.

- During the quarter, the PSA Il which is the new container terminal at the JNPT port with capacity of 24 lakh
containers became operational. It will address the congestion problem at witnessed at the port and lead to some
volume growth, which has stagnated for last three years.

¢ Vapi terminal:

- At Vapi, company handled 10,517 TEUs during the quarter compared to around 8,600 TEUs during Q2FY18. The
management asserted that performance at Vapi has been below their expectations and they expect steady ramp
up once railway terminal starts.

- The Railway Authorities carried out their surveys during Dec-Jan period and have recommended several safety
related alterations to be made. The company have made the required changes and approached the Railway
Authorities to conduct their final survey. The management is confident that Vapi Railway terminal would finally
become operational by March end.

¢ Update on Real Estate:
- There has no meaningful development on this front. Company is carrying out discussions with various developers.
They want to see how RERA will impact the project and accordingly they will proceed.
- Last year the Board of Navkar gave approval to monetize idle land of 45 acres (~20 lakh sq. ft.) at Panvel by
giving it to developer for building a residential township. Company is expecting cash flow of Rs. 500-600 cr from
the same over 4-5 year period.

e Company had raised Rs. 144 cr via preferential issue during Q2FY18, the said proceeds were entirely utilized for
repayment of loans during the quarter.

Valuation & View:

We expect NCL's net revenue to grow at a CAGR of ~23.9% from FY17 to FY19 to Rs. 571 cr while profits are expected to
grow at a CAGR of ~28.9% to Rs. 142.5 cr. However, the CMP of Rs. 193 discounts much of the future earnings leaving limited
room for further price appreciation from here. Accordingly, we recommend a HOLD on the stock by arriving at a target price of

Rs. 200. We have assigned a P/E multiple of 20X to FY19’s EPS of Rs. 10.0 to arrive at our price objective.
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Profit & Loss (Consolidated)

(Rs. Crs.) . FY16  FY17 FY18E FY19E
Net Revenue 347.3 370.9 444.2 570.9
YoY (%)

Total expenses 213.7 | 233.4 | 281.2 355.1
Operating Expenses 143.7 163.5 202.2 265.6
Employee costs 24.8 31.7 35.1 40.0
Other Expenses 45.2 38.2 44.0 49.5
EBITDA 133.6 137.5 163.0 | 215.7
YoY (%) 12% 3% 19% 32%
EBIDTA (%) 38% 37% 37% 38%
Depreciation 19.3 20.1 24.0 33.0
EBIT 114.2 117.4 138.9 182.7
Interest 23.1 31.3 16.4 11.9
Other income 23.2 13.1 3.1 4.5
PBT 114.3 99.2 125.7 175.3
Less: Taxation 19.1 13.6 26.8 32.6
Effective tax rate (%) 16.7% 13.7% | 21.4% 18.6%
Recurring PAT 95.1 85.6 98.8 142.7
YoY (%) 39% -10% 15% 44%
PAT (%) 27% 23% 22% 25%
Exceptional items (net of tax) 0.0 0.0 0.0 0.0
Reported PAT 95.1 85.6 98.8 142.7

Balance Sheet (Consolidated)

(Rs. Crs.) . FY16  FY17 | FY18E  FY19E
Equity capital 144.9 142.6 143.4 143.4
Reserves 1,175.8 | 1,306.3 | 1,538.3 | 1,647.4
Net worth 1,320.7 | 1,448.9 | 1,681.7 | 1,790.8
Total borrowings 557.3 505.4 176.4 120.5
Minority Interest + others 1.0 1.0 1.0 0.0
Non Current Liabilities 43.5 64.5 82.2 101.2
Current Liabilities 139.2 135.9 169.8 196.2
Total liabilities 2,061.8 | 2,155.7 | 2,111.1 | 2,208.7
Net block 1,173.1 | 1,193.9 | 1,656.4 | 1,693.3
Capital WIP 278.6 517.4 60.0 25.0
Non-Current Investments 0.0 0.0 0.0 0.0
Others 130.2 138.1 165.0 212.1
Current assets

Investments 0.0 0.0 0.0 0.0
Inventories 4.0 5.7 6.6 7.5
Debtors 48.0 45.1 84.6 109.5
Cash 290.4 129.4 24.6 24.6
Other Current assets 92.5 126.2 114.0 136.7
Total assets 2,016.8 | 2,155.7 | 2,111.1 | 2,208.7
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Cash Flow (Consolidated)

DESCRIPTION . FY16 FY17 |
Profit Before Tax 114.3 99.5 125.7 | 1753
Adjustment 8.2 21.2 24.0 33.0
Changes In working Capital 103.6 -3.0 -20.9 -16.2
Tax Paid -24.1 -28.3 -26.8 -32.6
Cash From Operating Activities 202.0 89.4 101.9 159.5
Cash Flow from Investing Activities | -663.8 -59.2 68.1 -70.0
Dividend 0.0 -33.5
Free Cash Flow after Div. -461.8 30.2 170.0 55.9
Cash from Financing Activities 466.2 3.6 | -329.0 -55.9
Proceeds from QIP 144.0
Opening Cash 1.40 5.8 39.6 24.6
Closing Cash 5.8 39.6 24.6 24.6

Key Ratios (Consolidated)

Recurring EPS (Rs) 6.6 6.0 6.9 10.0
Reported EPS (Rs) 6.6 6.0 6.9 10.0
Book value (Rs) 81.1 91.6 107.3 114.9
Dividend per share (Rs) 0.0 0.0 0.0 2.0
Net Debt Equity Ratio 0.3 0.3 0.1 0.1
Payable Days 91.5 125.6 124.6 124.6
Debtor Days 66.0 69.0 70.0 70.0
Inventory Days NA NA NA NA
ROCE (%) 7.2% 6.1% 7.3% 9.7%
Recurring ROE (%) 9.2% 6.2% 6.3% 8.2%
Div Yield (%) 0.0% 0.7% 1.0% 1.3%
Valuation Ratios

PE (x) 30.9 33.8 29.5 20.4
Cash P/E (x) 25.7 27.4 23.7 16.6
Price/book value (x) 2.2 2.0 1.7 1.6
Market cap/sales (x) 8.5 7.8 6.6 5.1
EV/sales (x) 9.5 9.0 7.0 5.4
EV/EBITDA (x) 24.8 24.3 19.1 14.2
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ANALYST CERTIFICATION

I ( Harsh Shah), Research Analyst, author and the name subscribed to this report; hereby certify that all of the views expressed in this research
report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be

directly or indirectly related to the specific recommendation(s) or view(s) in this report.
Terms & conditions and other disclosures:

Dimensional Securities Private Limited (DSPL) is engaged in the business of stock broking and distribution of financial products. This Report
has been prepared by Dimensional Securities Private Limited (DSPL) in the capacity of a Research Analyst having SEBI Registration No.
INHO00001444 and distributed as per SEBI (Research Analysts) Regulations 2014.

The information and opinions in this report have been prepared by DSPL and are subject to change without any notice. The report and
information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted
to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of
DSPL. While we would endeavour to update the information herein on a reasonable basis, DSPL is under no obligation to update or keep the

information current. Also, there may be regulatory, compliance or other reasons that may prevent DSPL from doing so.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has
been made nor is its accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall
not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments.
Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable
or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all
investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific
recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently
evaluate the investment risks. DSPL or its associates accept no liabilities whatsoever for any loss or damage of any kind arising out of the use
of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to
understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in
projections. Forward-looking statements are not predictions and may be subject to change without notice.

DSPL encourages independence in research report preparation and strives o minimize conflict in preparation of research report. DSPL or its
analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with
preparation of the research report. Accordingly, neither DSPL nor Research Analysts have any material conflict of interest at the time of
publication of this report.

It is confirmed that (Harsh Shah), Research Analyst of this report have not received any compensation from the companies mentioned in the
report in the preceding twelve months.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

DSPL or its associates collectively or Research Analysts do not own 1% or more of the equity securities of the Company mentioned in the
report as of the last day of the month preceding the publication of the research report.

Since associates of DSPL are engaged in various financial service businesses, they might have financial interests or beneficial ownership in

various companies including the subject company/companies mentioned in this report.
It is confirmed that (Harsh Shah), Research Analyst do not serve as an officer, director or employee of the companies mentioned in the report.
DSPL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

We submit that no material disciplinary action has been taken on DSPL by any Regulatory Authority impacting Equity Research Analysis

activities.

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 DSPL and associates 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 certain category of investors. Persons in whose
possession this document may come are required to inform themselves of and to observe such restriction.

DSPL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network
(Internet) reasons or snags in the system, break down of the system or any other equipment, server breakdown, maintenance shutdown,
breakdown of communication services or inability of DSPL to present the data. In no event shall DSPL be liable for any damages, including
without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data
presented by DSPL through this report.
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