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TCI Express

BUY CMP Rs968 Target Rs1120 Upside 16%

Strong show - BUY

Conference call takeaways

v" Volumes and Revenue: Volumes stood at 0.215 MT during Q3 FY21 (0.225 MT in
Q3 FY20). During 9M FY21 volumes stood at 0.46 MT vs 0.675 MT yoy. The
revenue was affected due to slowdown in business (business slowed down post
festive season in October) and evolving political situation in few parts of country
which restricted the growth. Farmer protest had very miniscule impact on the
revenue. The SME and corporate mix stood at 52%: 48% (value-wise). The revenue
from air segment and e-com segment stood at 8% and 4% respectively. The
Company is targeting to increase the share of air express to 10% E-comm
proportion to 6-7% in coming years.

v" Price: Price hike saw Realizations improved by ~2% during the quarter on blended
basis

v Demand: Demand improved with the opening up of the economy and pick up in
the business activities, most business near pre-Covid levels. October saw good
demand growth due to festive season but November saw contraction in
production across most sectors. Currently Machinery/Auto/Pharma doing well for
the company. The other key segments that contribute to the revenue are Telecom,
equipment, paints. None of the segments contribute more than 10%. Expects
turnaround in textile segment.

Utilisation: Capacity Utilisation stood at 86% for the quarter.

SME customers too saw an improvement. October saw very good demand.
Enquiries are coming from SME segment and has added few customers in this
segment during the quarter

v" Margin: The company reported gross margin of 32.3% vs 29.4 % YoY/ 32.2% QoQ.
The margins improved on the back of 1) Healthy revenue 2) higher utilization 3)
higher efficiency and 4) Digitisation. Targets to increase the Gross margin to 35%
and reduce operating cost to 63-64% in coming years.

v" Labor cost: Hikes given to the employees during the quarter which would reflect
in Q4 FY22. Expects FY22 employee cost to be at FY20 levels or 2-3% higher.

v' Capex: Incurred capex of Rs 150 mn in Q3 FY21 and Rs 410 mn during the 9M
FY21 on the expansion of sorting centres and IT infrastructure. Pune sorting centre
construction is complete and is expected to be operational in Q4 FY21. Delays in
opening of Pune sorting centre was due to delay in receiving regulatory
permissions due to Covid-19. The Company opened 20 new branches during
9MFY21 in the metro cities to deepen TCl Express presence (10 branches opened
during 1H FY21). The company plans to commence Gurgaon sorting centre unit in

Q1 FY22. The company plan to double the branch network in next 3-4 years ALOK DEORA
remains intact. Lead Analyst

v Other Details (1) The cash flow from operations and Free cash flow for IMFY21 Ao EEln
stood at Rs.857 mn and Rs.444 mn respectively (2) Interim dividend of Rs.2/sh AL AT A2
declared (3) No of e-way bills increased in October but dipped in November due
to contraction in production while it improved in December. (4) Currently has 28 NISHANT SHAH, Associate

sorting centres and 7-8 centres are under development. . .
nishant.shah@ysil.in

AMAR AMBANI, Sr. President, Head of Research
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Our view: While the volumes have been subdued, the margins have been a positive surprise. With
the pickup in business activity, the volumes are expected to pick up in FY22/23. The addition of
clients in SME segment and further pickup in Ecomm business would support growth. The asset
light nature of business would allow the Company to capitalize on the expected improvement in
business activity. We roll forward our estimates to FY23 and maintain our BUY rating on the stock

for a revised target price of Rs.1120/sh (32x FY23).

TCI Express Q3 FY21 Result Summary

v" Revenue declined by 2% YoY (higher 23% QoQ) to Rs.2.6 bn. This was marginally lower than
our estimates of Rs.2.8 bn

<

QoQ. The drop in cost was seen across employee cost, RM cost and other expenses.

\

FY20). This was higher than our estimate of ~Rs.270 mn.

<

Exhibit 1: Result table (Consolidated)

The Company declared an Interim dividend of Rs.2 per share. (Record date - Feb 17)

The company reported gross margin of 32.3% vs 29.4 % YoY/ 32.2% QoQ. Operating profit
saw sharp improvement (32% YoY) to Rs.453 mn as against a Rs.326 mn in Q2 FY21 which
was impacted due to lockdown. Operating Margins improved to 17.3% vs 12.8% YoY/15.3%

Higher operating profit saw APAT grow to Rs.336 mn during Q3 FY21 (Rs.255 mn in Q3

(Rs mn) Q3 FY21 Q3 FY20 % yoy Q2 FY21 % qoq
Revenue 2,625 2,684 (2.2) 2,130 23.3
Operating Profit 453 343 32.2 326 39.3
OPM(%) 17.3 12.8 449 bps 15.3 198 bps
Other Income 17 9 93.0 15 13.7
Depreciation (22) (21) 1.9 (22) -
Interest (2) (2) 6.7 (3) (48.4)
PBT 447 329 35.9 315 41.6
Tax (111) (74) 50.5 (81) 37.4
APAT 336 255 31.6 235 43.1
Exhibit 2: Financial summary (Cons)
Y/e 31 Mar (Rs m) FY20 FY21E FY22E ‘ FY23E
Revenues 10,320 8,341 10,641 12,189
yoy growth (%) 0.8 (19.2) 27.6 14.5
Operating profit 1,213 1,241 1,610 1,874
OPM (%) 11.8 14.9 151 154
Reported PAT 891 903 1,167 1,348
yoy growth (%) 223 1.4 29.2 15.5
EPS (Rs) 23.1 23.4 30.3 35.0
P/E (x) 419 41.3 31.9 27.7
EV/EBITDA (x) 30.5 29.7 22.8 19.5
Debt/Equity (x) 0.0 0.0 0.0 0.0
RoE (%) 29.5 23.8 24.8 23.5
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. 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 YSL 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.

YES Securities (India) Limited

Registered Address: Unit No. 602 A, 6th Floor, Tower 1 & 2,
One International Center, Senapati Bapat Marg, Elphinstone Road,
Mumbai - 400013, Maharashtra, India
Email: research@ysil.in | Website: https://yesinvest.in

DISCLOSURE OF INTEREST

Name of the Research Analyst : Alok Deora, Nishant Shah

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.
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interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
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2 the subject company(ies) at the end of the month No
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Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
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YSL has received any compensation from the subject

company in the past twelve months No
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the subject company in the past twelve months

YSL has received any compensation for products or
services other than investment banking or merchant
banking or brokerage services from the subject company
in the past twelve months

No

YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report

YSL has managed or co-managed public offering of

9 securities for the subject company in the past twelve No
months
10 Research Analyst or YSL has been engaged in market No

] making activity for the subject company(ies)

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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