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CMP: INR 961 Target: INR 1346 Result Update - BUY

Key Share Data Company Background

Face Value (INR) 20 TCI Express (TCIEXP), originally established in 1996 as a division of Transport Corporation of
) ; " India Ltd (TCI), came into existence after its demerger from TCI in 2016, promoted by Mr. D.P.

Equity Capital (INR mn) 76.1 agarwal, Chairman and Mr. Chander Agarwal, Managing Director. It has emerged as amongst

M.Cap (INR mn) 36553.4 the fastest growing surface express logistics company, offering customised solutions. It enjoys

52-w k High/Low (INR) 1024/491 ~5% market share with pan-India network comprising of 28 sorting centres (8 owned and 20

Avg. Daily Vol 30030 leased), 800+ branches, servicing 40,000+ pickup and delivery points through 5,000+
) "~ containerized vehicles, covering more than 95% of PIN codes in India. TCIEXP also

BSE Code 540212 specializes in international air express serving 202 countries.

NSE Code TCEXP |hyestment Rationale

Reuters Code TCENS Muted volumes led to muted topline

Bloomberg Code TCEXPIN »  During Q3FY21, TCIEXP reported net sales of Rs 2,625 mn, registering de-growth of

~2.2% y-o0-y. However, topline attained pre-COVID level during the quarter. Q3FY21 was

: a mixed quarter which saw pick-up in demand due to festive season but after recovery in
October, core industries deteriorated in November. Index for Industrial Production for few
key customer industries, such as pharmaceuticals declined by 0.8% y-o-y, textiles by
9.8% y-o0-y, machinery and equipment by 5.4% y-0-y in November. The Company
reported sales volumes of 215,000 MT vis-a-vis 225,000 MT in the corresponding period

u Promoters last year. SMEs contributed 52% to the total revenue of the Company (normally 50%). The

uFl Company also under took a rate hike of 2% across clients, during the quarter.
DIl Management said that demand started picking up again from December onwards. The
Public & Others Company witnessed de-growth of ~29% during 9MFY21 at Rs 5,641.9 mn.

» Historically, the express industry has grown at ~1.5-2x India’s GDP growth. In the
light of subdued first half of FY21, we have built in a ~19% dip in FY21E topline and
expect sustained recovery going forward, buoyed by a rise in economic activity.
Going forward, we expect TCIEXP net sales to grow at ~29% and ~15% to ~Rs 10.8
bn and ~Rs 12.4 bn during FY22E and FY23E respectively.

EBIDTA Margins at all-time high of 17.3%

» During Q3FY21, EBITDA margins reached all-time at 17.3% y-0-y registering an increase
of 449 bps on the back of high capacity utilisation, prudent operating cost management

Key Financials (INR Million)

Particulars FY20 FY21E FY22E FY23E]
Net Sales 10,319.6  8,396.5 10,806.0 12,465.8

Growth (%) 08% -18.6%  287%  15.4% and increase in realisations taken by the Company. Management said that with improved
EBITDA 1,213.0 1,272.1 11,8102 2,152.2 business sentiments, the Company has given salary increments to employees from
PAT 890.8 0304 173141 15645 October 1, 2020 onwards. EBIDTA margin increased by 225 bps at 14.2% during

9MFY21. With the recovery of sales volume to pre-COVID levels during the quarter, we
expect EBIDTA margins to be maintained in the vicinity of ~17% FY23E.

» PAT Margin also improved by 330 bps at 12.8% y-0-y, largely due to increase in operating
margins, and increase in other income. Going forward, we expect PAT margins to remain
in the vicinity of ~13% during FY23E.

Growth (%)  22.3% 44%  412%  19.1%
EPS (INR) 23.2 24.3 34.3 40.8
BVPS (INR) 88.0  108.2 1385 0.0

Key Financials Ratios

Particulars oy Construction of sorting centres in Gurugram and Pune
PIE (%) 41.4 39.6 28.0 236 P TCIEXP has envisaged a capex plan of Rs 4 bn to be spent over five years, funded
PIBVPS (x) 109 8.9 6.9 56 thro_ugh internal accruals. Ou@ of this, it p!ans to spend Rs 3.5 bn for building up its own
Mcap/Sales (x) 26 ad 34 20 sort.lng centres, thereby doubling total sorting centre§ space from 2 mn-sq.ft to4mn sq.ft.
EV/EBITDA (x) 303 28.4 19.8 163 > During the Q3FY21, TCIEXP held a_ground—breaklng ceremony for its two new sorting
ROCE (%) 334%  285%  318%  307% centres' at Gurugram _and Pune with capacny of 2 lakh sq.ft and 1.5 lakh sq.ft.,
respectively. Construction of Gurugram sorting centre is complete. However, due to delay

ROE (%) 26.4%  224%  24.7%  238% in receiving regulatory approvals, it is expected to become operational by Q4FY21
EBITDA Mar (%) 11.8%  152%  168%  17.3% onwards (earlier Q3FY21). Pune sorting centre is expected to get commissioned by
PAT Mar (%) 86% 111% 122%  12.6% Q1FY22. The Company incurred Rs 410 mn as capex during SMFY21. Four more sorting
Debt - Equity (x) 0.0 0.0 0.0 0.0 centres at Nagpur, Indore, Chennai and Mumbai are also in the pipeline, construction of
Source: Company, SKP Research which will start soon.

. » The Company’s objective is to invest in automation and implementation of business
intelligence tools to reduce turnaround time and have enhanced operational efficiencies in
30% - long run by reduction of direct cost.

20% -

VALUATION

» With revival in economy and business activities, we expect TCIEXP to emerge as a strong
player due to its asset-light model, focus on B2B segment with pan India presence,
improving operating efficiencies led by cost rationalisation, capex funded through internal
accruals and strong balance sheet.

0% » We have valued TCIEXP on PE basis, assigning a multiple of 33x to FY23E EPS of Rs
so% 40.8 and recommend a ‘Buy’ on the stock with the target price of Rs 1,346 (~40%) in 18
months.
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Q3FY21 Standalone Result Review
(All data in Rs mn unless specified, Y/e March)

Q3FY21 Q3FY20 YoY Q2FY21 QoQ 9MFY21 9MFY20 YoY
Net Sales 2,625.0 2,683.8 -2.2% 2,129.5 23.3% 5,641.9 7,940.2 -28.9%
Operating Expenses 1,776.0 1,895.9 -6.3% 1,444.4 23.0% 3,798.7 5,676.7 -33.1%
RM to sales (%) 67.7% 70.6% - 67.8% - 67.3% 71.5% -
Staff Cost 232.5 251.4 -7.5% 220.6 5.4% 640.3 768.0 -16.6%
% to Sales 8.9% 9.4% 10.4% 11.3% 9.7%
Other Exp 163.1 193.5 -15.7% 138.9 17.4% 403.5 549.3 -26.5%
% to Sales 6.2% 7.2% -- 6.5% - 7.2% 6.9% -
Total Expenditure 2,171.6  2,340.8 -7.2% 1,803.9 20.4% 4,8425 6,994.0 -30.8%
EBIDTA 453.4 343.0 32.2% 325.6 39.3% 799.4 946.2 -15.5%
EBIDTA Margin (%) 17.3% 12.8% - 15.3% - 14.2% 11.9% -
Depreciation 21.7 21.3 1.9% 21.7 0.0% 64.5 57.2 12.8%
EBIT 431.7 321.7 34.2% 303.9 - 734.9 889.0 -17.3%
EBIT Margin (%) 16.4% 12.0% - 14.3% - 13.0% 11.2% -
Other Income 16.6 8.6 93.0% 14.6 13.7% 45.9 32 43.4%
Interest 1.6 15 6.7% 3.1 -48.4% 6.0 6.3 -4.8%
EBT 446.7 328.8 35.9% 315 41.6% 775 915 -15.3%
Tax 110.6 73.5 50.5% 80.5 37.4% 194.5 214.0 -9.1%
Effective Tax Rate (%) 24.8% 22.4% - 25.5% -3.0% 25.1% 23.4% -
Adjusted PAT 336.1 255.3 31.6% 234.9 43.1% 580.3 700.7 -17.2%
PAT Margin (%) 12.8% 9.5% -- 11.0% -- 10.3% 8.8% --
EPS (Rs) 8.6 6.6 28.9% 6.1 40.1% 15.1 18.3 -17.3%

Source: Company & SKP Research

SKP Securities Ltd www.skpsecurities.com Page 2 of 7



http://www.skpsecurities.com/

Sial SECURITIES LTD
I 1T T EHNRENEN

THIRTY ENLIGHTENING YEARS TCI EXpI"ESS Ltd

Chart 1: Operating Revenues Chart 2: EBIDTA Margins
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Chart 3: PAT Margins Chart 4: ROE & ROCE
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Source: SKP Research

Risk Factors

Slowdown in the Economy: Express industry growth is directly linked with country’s GDP growth rate.
Unfortunately, the GDP took severe dent during Q1FY21 when it contracted by ~23.9% due to lock down
imposed by Government of India due to COVID — 19 pandemic, however it recovered during Q2FY21,
though still negative at 7.5%. With the pick-up in high frequency indicators like Government's expenditure
in growth oriented projects it is expected that GDP will move towards positive trajectory (0.1%) during
Q3FY21. Recently, IMF projected growth of 11.5% in real GDP for 2021 on the back of stronger than
expected recovery in 2020. However, any unprecedented slowdown in the economy may put pressure on
the growth prospects of the express industry.

Rising fuel prices: Logistic sector is fuel price sensitive; any increase in fuel prices can hit the bottom
line of the company in this segment. However, as a prudent policy TCIEXP has introduced separate
diesel clause in FY19. Thus, TCIEXP is insulated with the diesel price hike.

Competition risk & Transportation: Express industry is highly concentrated with ~95% unorganised
players. Also, in organised players there are few players only. Any further competition from unorganised
or organised can impact market share and profitability of TCIEXP.

TCIEXP does not own a fleet. Any strike or disruption at fleet owner’s, can be a risk to TCIEXP.
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Standalone Financials

Exhibit: Income Statement Rsmn  Exhibit: Balance Sheet Rsmn
Particulars FY20 FY21E FY22E FY23E | Particulars FY20 FY21E FY22E FY23E
Total Income 10,319.6 8,396.5 10,806.0 12,465.8 Share Capital 76.7 76.9 76.9 76.9
Growth (%) 0.8% -18.6% 28.7% 15.4%  Reserve & Surplus 3,296.1 4,072.7 5,233.0 6,489.8
Expenditure 9,106.6 7,124.4 8,995.8 10,313.6 ShareholdersFunds 3,372.8 4,149.6 5,309.8 6,566.7
Operating Expenditure 7,341.6 5,652.5 7,202.2 8,215.0 Total Debt 28.4 121 5.1 -
Employee Cost 1,018.0 890.3 1,037.2 1,201.1 Deferred Tax (Net) 41.2 41.2 41.2 41.2
Repair & Maintenance 747.0 581.5 756.4 897.5 OtherLongTerm Liab 1.2 1.0 1.3 1.4
EBITDA 1,213.0 1,272.1 1,810.2 2,152.2 Total Liabilities 3,443.6 4,203.8 5,357.4 6,609.4
Depreciation 77.9 84.2 118.8 138.1  NetBlockinc. Capital WIP 1,965.3 2,370.1 2,851.3 3,313.3
EBIT 1,135.1 1,187.9 1,691.4 2,014.2 Investments 295.0 295.0 295.0 295.0
Other Income 43.7 62.1 70.2 81.0  Other Non Current Assets 119.4 100.8 129.7 149.6
Interest Expense 9.0 6.8 5.5 4.5  Sundry Debtors 1,657.7 1,343.4 1,729.0 1,994.5
Profit Before Tax (PBT) 1,169.8 1,243.3 1,756.1 2,090.7 Cash & BankBalance 126.0 687.0 1,101.6 1,714.0
Income Tax 279.0 312.9 442.0 526.2 OtherCurrent Assets 60.0 50.4 64.8 74.8
Profit After Tax (PAT) 890.8 930.4 1,314.1 1,564.5 Loans & Advances 91.9 75.6 97.3 112.2
Growth (%) 22.3% 4.4% 41.2% 19.1%  Current Liabilities & Prov 871.7 718.4 911.2 1,044.0
Diluted EPS (Rs) 23.2 24.3 34.3 40.8 Net Current Assets 1,063.9 1,438.0 2,081.4 2,851.5
Total Assets 3,443.6 4,203.8 5,357.4 6,609.4

Exhibit: Cash Flow Rsmn  Exhibit: Ratio Analysis

Particulars FY20 FY21E FY22E FY23E @ Particulars FY20 FY21E FY22E FY22E

Profit Before Tax (PBT) 1,169.8 1,243.3 1,756.1 2,090.7 Earning Ratios (%)

Depreciation 77.9 84.2 118.8 138.1  EBITDA Margin (%) 11.8% 15.2% 16.8% 17.3%
Interest Provided 9.0 6.8 5.5 4.5  PATMargins (%) 8.6% 11.1% 12.2% 12.6%
Chg. in Working Capital (125.4) 205.5 (257.5)  (177.4) ROCE (%) 33.4% 28.5% 31.8% 30.7%
Direct Taxes Paid (316.6)  (312.9)  (442.0) (526.2) ROE (%) 26.4% 22.4% 24.7% 23.8%
Other Charges (6.9) - - - PerShare Data (Rs/Share)

Operating Cash Flows 807.8 1,226.8 1,180.9 1,529.6 DilutedEPS 23.2 243 343 40.8
Capital Expenditure (189.8)  (489.0) (600.0)  (600.0) Cash EPS(CEPS) 233 243 343 40.8
Investments (282.5) - - - BVPS 88.0 108.2 138.5 171.2
Others (122.7) - - - Valuation Ratios (x)

Investing Cash Flows (595.0) (489.0) (600.0) (600.0) P/E 41.4 39.6 28.0 23.6
Changes in Equity 234 - - - Price/BVPS 10.9 8.9 6.9 5.6
Inc /(Dec)in Debt (59.2) (16.3) (7.0) (5.1) EV/Sales 3.6 4.3 3.3 2.8
Dividend Paid (inc tax) (212.7) (153.8)  (153.8) (307.6) EV/EBITDA 30.3 28.4 19.8 16.3
Interest Paid (9.2) (6.8) (5.5) (4.5) EV/EBIT 324 30.5 21.1 17.4
Others 0.00 0.00 0.00 0.00 Balance Sheet Ratios

Financing Cash Flows (257.7) (176.9) (166.3) (317.2) Debt-Equity 0.0 0.0 0.0 0.0
Chg. in Cash & Cash Eqv (44.9) 560.9 414.5 612.4  Current Ratio 2.2 3.0 3.3 3.7
Opening Cash Balance 171.0 126.1 687.0 1,101.6 Fixed Asset Turn. Ratios 5.6 3.5 3.8 3.8
Closing Cash Balance 126.1 687.0 1,101.6 1,714.0

Source: Company Data, SKP Research
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Exhibit: Recommendation -History Table

Exhibit: Recommendation -History

Date Ratin Issue | Target | Upside | Period
9 Price Price |Potential [(months) 1600 7

17-09-19 BUY 625 823 32% 12 1400 - -

13-11-19 NEUTRAL 753 - - - 1200 -

03-02-20 HOLD 881 973 10% - 1000 - [}

13-05-20 BUY 618 749 21% 15 goo M |

30-07-20 ACCUMULATE 716 807 13% 15 600

05-11-20 BUY 785 926 18% 12 400

12-02-21 BUY 961 1346 40% 18 200 -

Source: SKP Research 0 T T T T T T T T T T T T T T T T
[¢)] o [e)} [¢)] o o o o o o o o o o o o -
O R T R U R
S5 5585358553585 555

Close Price B Target Price
Source: BSE, SKP Research
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Notes:

The above analysis and data are based on last available prices and not official closing rates. SKP Research is also available on Bloomberg
and Thomson First Call.

Disclaimer:

This document has been prepared by SKP Securities Ltd, hereinafter referred to as SKP to provide information about the
company(ies)/sector(s), if any, covered in the report and may be distributed by it and/or its affiliates. SKP Securities Ltd., offers
Broking, Depository Participant, Merchant Banking and Portfolio Management Services and is regulated by Securities and
Exchange Board of India (SEBI). It also distributes investment products/services like mutual funds, alternative investment funds,
bonds, IPOs, etc., renders corporate advisory services and invests its own funds in securities and investment products. We
declare that no material disciplinary action has been taken against SKP by any regulatory authority impacting Equity Research
Analysis. As a value addition to its clients, it offers its research services and reports in various formats to its clients and prospects.
As such, SKP is making these disclosures under SEBI (Research Analysts) Regulations, 2014.

Terms & Conditions and Other Disclosures:

This research report (“Report”) is for the personal information of the selected recipient(s), does not construe to be any investment,
legal or taxation advise, is not for public distribution and should not be copied, reproduced or redistributed to any other person or
in any form without SKP’s prior permission. The information provided in the Report is from publicly available data, which we
believe, are reliable. While reasonable endeavors have been made to present reliable data in the Report so far as it relates to
current and historical information, but SKP does not guarantee the accuracy or completeness of the data in the Report.
Accordingly, SKP or its promoters, directors, subsidiaries, associates or employees shall not be in any way responsible for any
loss or damage that may arise to any person from any inadvertent error in the information contained and views and opinions
expressed in this publication. Past performance mentioned in the Report should not be taken as an indication or guarantee of
future performance, and no representation or warranty, express or implied, is made regarding future performance. Information,
opinions and estimates contained in this report reflect a judgment of its original date of publication by SKP and are subject to
change without notice. The price, value of and income from any of the securities mentioned in this report can rise or fall. The
Report includes analysis and views of individual research analysts (which, hereinafter, includes persons reporting to them)
covering this Report. The Report is purely for information purposes. Opinions expressed in the Report are SKP’s or its research
analysts’ current opinions as of the date of the Report and may be subject to change from time to time without notice. SKP or any
person connected with it does not accept any liability arising from the use of this Report. Investors should not solely rely on the
information contained in this Report and must make investment decisions based on their own investment objectives, judgment,
risk profile and financial position. The recipients of this Report may take professional advice before acting on this information.
SKP’s Research reports/recommendations may differ on account of differences in research methodology and difference in time
horizons for which recommendations are made. Accordingly our sales personnel, professionals or affiliates may provide oral or
written market commentary or trading strategies or reports or analysis to our clients that may reflect opinions that are contrary to
the opinions expressed herein, and we, or entities associated with us, may make investment decisions that can be inconsistent
with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing,
among other things, may give rise to real or potential conflicts of interest. SKP, along with its affiliates, are engaged in various
financial services and so might have financial, businesses or other interest in other entities, including the subject company or its
affiliates mentioned in this report, for which it might have received any compensation in the past twelve months. SKP, along with
its affiliates have not received any compensation for investment banking and merchant banking services, have not managed or co-
managed public offering of securities and have not been engaged in market making activity of the subject company in the past
twelve months preceding the date of distribution of the research report. SKP encourages independence in preparation of research
reports and strives to minimize conflict in preparation of research reports. SKP and its analysts did not receive any compensation
or other benefits from the subject company mentioned in the Report or from a third party in connection with preparation of the
Report. Accordingly, SKP and its Research Analyst do not have any material conflict of interest at the time of publication of this
Report. SKP’s research analysts may provide input into its other business activities. Investors should assume that SKP and/or its
affiliates are seeking or will seek business assignments from the company(ies) that are the subject of this material and that the
research analysts who are involved in preparing this material may educate investors on investments in such businesses. The
research analysts responsible for the preparation of this document may interact with trading desk/sales personnel and other
parties for the purpose of gathering, applying and interpreting information. Our research analysts are paid on the profitability of
SKP, which may include earnings from business activities for which this Report is being used, but not for the preparation of this
report. SKP generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in
the securities or derivatives of any company(ies) that the analyst covers. Additionally, SKP generally, prohibits its analysts and
persons reporting to analysts from serving as an officer, director or advisory board member of any companies that the analyst
cover. The following Disclosure of Interest Statement, clarifies it further: SKP and/or its Directors/or its affiliates or its Research
Analyst(s) engaged in preparation of this Report or his/her relative (i) do not have any financial interests in the subject company
mentioned in this report (ii) do not own 1% or more of the equity securities of the subject company mentioned in the report as of
the last day of the month preceding the publication of the research report (iii) do not have any other material conflict of interest at
the time of publication of the research report. The distribution of this document in other jurisdictions may be strictly restricted and/
or prohibited by law, and persons into whose possession this document comes should inform themselves about such restriction
and/ or prohibition, and observe any such restrictions and/ or prohibition.
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SKP Securities Limited is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014 having registration

no. INH300002902.

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst about the subject securities or
issues, which are subject to change without prior notice and does not represent to be an authority on the subject. No part of the
compensation of the research analyst was, is, or will be directly or indirectly related to the specific recommendations and views
expressed by research analyst in this report. The research analysts, strategists, or research associates principally responsible for
preparation of SKP research receive compensation based upon various factors, including quality of research, investor client
feedback, stock picking, competitive factors and firm revenues.

Disclosure of Interest Statement

Analyst ownership of the stock

NIL

Served as an officer, director or employee

NIL
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