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What's Changed the Land License Fees (LLF) issue already resolved, further lowering of
Target price LLF to INR3.75bn for FY22 is quite positive. Concor’s likely one-time
Rating/Risk Rating -
payment to acquire railway land for 35 years at ~INR70bn should lower
QUICK TAKE costs even further. With part of DFC becoming operational, Q2FY22
Above Inline Below — shoyld see additional volumes kicking in as well.
Profit
Margins After a strong rally post-Q4FY21 result, the stock has corrected ~10%,
Revenue Growth ° . . . . .
overal which is a great opportunity to accumulate stock as there is certainty
around LLF and likely positive news flow on DFC. We retain ‘BUY’ with
a DCF-based TP of INR780 (up from INR760).
FINANCIALS (INRmn) | LLF deal sweetens; DFC volumes to start kicking in
Year to March FY20A  FY21E FY22E  FV23E Post-Q4FY21, the stalemate with Railways on LLFs ended with Concor having the
R 65394 64,271 79,857 93,338 ,
E;T:S:e 16938 10468 21687 29496 option to pay INR4.5bn annually or a lumpsum of ~INR75bn for 35 years. The fact
Adjusted profit 10:700 5:838 10:903 14:800 there has been no going back on this settlement is a positive. In Q1FY22 concall,
Diluted EPS (INR) 17.6 9.6 17.9 243 management highlighted that based on land authority valuation, LLFs for FY22
EPS growth (%) (16.2)  (45.4) 86.8 35.7 should be INR3.75bn and one-time payment at INR60—70bn—both better than initial
ROAE (%) 10.5 58 105 13.5 expectations. Our base case assumes Concor exercising the one-time option,
PIE®) ot 602 54 261 resulting in lower costs. With DFC connectivity from Kathuwas to Pipavav/Mundra
EV/EBITDA (x) 21.6 34.6 19.6 14.1
Dividend yield (%) 0.6 0.8 13 17 ports (~1,000km) now operational, DFC volumes should start kicking in from
Q2FY22—another positive. Following its rally post-Q4FY21 results, the stock has
corrected ~10% over the past month, which is a good opportunity to accumulate it,
PRICE PERFORMANCE considering the LLF resolution and positive news flow on DFC.
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350 TP 36:000 empty running costs. Overall, Q1FY22 profit jumped 156% QoQ—beating our and
Ju-20 Oct-20  Jan-21  Apr-21  Jul-21 Street’s estimates by ~20%. Management not only confirmed the FY22 PAT guidance
¥ CCRIIN Equity Sensex of INR10bn, but noted this was the bare minimum Concor will achieve.
Outlook and valuation: Prospects brighten; retain ‘BUY’
Explore: We anticipate the stock’s re-rating to continue as LLF resolution should fast-track
divestment as well as create a higher earnings base. We are revising FY22/23E
@ slightly, which yields a DCF-based TP of INR780 (up from INR760), building in a 20%
premium for potential divestment (considering a likely volume-focused new owner).
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Financial Statements

Income Statement (INR mn)

Balance Sheet (INR mn)

Year to March FY20A FY21E FY22E FY23E Year to March FY20A FY21E FY22E FY23E
Total operating income 65,394 64,271 79,857 93,338 Share capital 3,047 3,047 3,047 3,047
Gross profit 22,619 17,524 29,193 37,481 Reserves 97,423 98,824 1,03,547 1,10,097
Employee costs 3,170 4,287 4,515 4,755 Shareholders funds 1,00,470 1,01,870 1,06,593 1,13,144
Other expenses 2,512 2,770 2,991 3,230 Minority interest 1,085 1,040 1,040 1,040
EBITDA 16,938 10,468 21,687 29,496 Borrowings 636 618 40,618 34,904
Depreciation 5,444 5,534 7,667 8,017 Trade payables 1,554 2,693 3,960 4,634
Less: Interest expense 461 429 2,458 3,023 Other liabs & prov 13,883 17,185 14,742 15,143
Add: Other income 2,534 2,704 2,767 1,070 | | Total liabilities 1,17,628 1,23,406 1,66,952  1,68,865
Profit before tax 13,966 7,522 14,658 19,871 Net block 53,431 56,544 1,23,877 1,20,861
Prov for tax 1,381 1,730 3,754 5,071 Intangible assets 48 83 83 83
Other adjustments (8,518) (787) 0 0| | Capital WIP 9,431 9,226 9,226 9,226
Reported profit 4,045 5,051 10,903 14,800 Total fixed assets 62,909 65,852 1,33,185 1,30,169
Less: Excp.item (net) 6,656 787 0 0 Non current inv 11,998 12,111 12,111 12,111
Group adjusted profit 10,700 5,838 10,903 14,800 Cash/cash equivalent 21,916 24,928 1,567 6,263
Diluted shares o/s 609 609 609 609 Sundry debtors 1,646 1,608 1,097 1,275
Adjusted diluted EPS 18 10 18 24 Loans & advances 135 159 159 159
DPS (INR) 3.6 5.0 8.1 11.0 Other assets 19,024 18,748 18,833 18,888
Tax rate (%) 9.9 23.0 25.6 25.5 Total assets 1,17,628 1,23,406 1,66,952 1,68,865
Important Ratios (%) Free Cash Flow (INR mn)

Year to March FY20A FY21E FY22E FY23E Year to March FY20A FY21E FY22E FY23E
EBITDA margin (%) 25.9 16.3 27.2 31.6 Reported profit 4,045 5,051 10,903 14,800
EBIT margin (%) 17.6 7.7 17.6 23.0 Add: Depreciation 5,444 5,534 7,667 8,017
Net profit margin (%) 16.4 9.1 13.7 15.9 Interest (net of tax) 309 287 1,647 2,025
Revenue growth (% YoY) (6.0) (1.7) 24.3 16.9 Others 6,370 (2,137) (2,284) (417)
EBITDA growth (% YoY) (5.4) (38.2) 107.2 36.0 Changes in WC 26,690 1,555 (750) 843
PBT growth (% YoY) (17.7) (46.9) 98.8 36.3 Operating cash flow 42,858 10,291 17,183 25,268
Adj. profit growth (%) (16.2) (45.4) 86.8 35.7 Less: Capex (9,958) (4,400) (75,000) (5,000)
Asset turnover (X) 0.6 0.6 0.6 0.6 Free cash flow 32,900 5,890 (57,817) 20,268
Assumptions (%) Key Ratios

Year to March FY20A FY21E FY22E FY23E Year to March FY20A FY21E FY22E FY23E
GDP (YoY %) 4.8 (6.0) 7.0 6.0 |RoE (%) 10.5 5.8 10.5 13.5
Repo rate (%) 4.4 3.5 3.5 4.0 RoCE (%) 13.1 7.4 13.3 15.2
USD/INR (average) 70.7 75.0 73.0 72.0 Receivable days 7 9 6 5
EXIM lead km 720 695 710 705 Payable days 14 12 15 17
EXIM TEU (% YoY) (2.8) (3.8) 25.0 24.2 Cash conversion cycle (6) (1) (8) (11)
Dom. lead km 1,356 1,356 1,356 1,356 | Working cap (% sales) (6.7) (9.4) (6.6) (6.6)
Dom. TEU (% YoY) 1.5 2.4 10.3 24.2 Gross debt/equity (x) 0 0 0.4 0.3
Capex (INR mn) (9,958) (4,400) (75,000) (5,000) Net debt/equity (x) (0.2) (0.2) 0.4 0.3
Net debt (INR mn) (21,280) (24,310) 39,051 28,640 Interest coverage (x) 25.0 11.5 5.7 7.1
Valuation Metrics Valuation Drivers

Year to March FY20A FY21E FY22E FY23E Year to March FY20A FY21E FY22E FY23E
Diluted P/E (x) 36.1 66.2 35.4 26.1| | EPS growth (%) (16.2) (45.4) 86.8 35.7
Price/BV (x) 3.8 3.8 3.6 3.4 RoE (%) 10.5 5.8 10.5 13.5
EV/EBITDA (x) 216 34.6 19.6 14.1| |EBITDA growth (%) (5.4) (38.2) 107.2 36.0
Dividend yield (%) 0.6 0.8 1.3 1.7 Payout ratio (%) 54.2 60.3 45.5 45.3

Source: Company and Edelweiss estimates

Edelweiss Research is also available on www.edelweissresearch.com, Bloomberg - EDEL, Thomson Reuters, and Factset

Edelweiss Securities Limited



CONTAINER CORPORATION

Exhibit 1: EXIM volume trends
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Exhibit 3: EXIM revenue and margin trends
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Exhibit 2: Domestic volume trends
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Exhibit 4: Domestic revenue and margin trends
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Exhibit 5: Quarterly financial snapshot

INR mn Q1FY22 Q1FY21 YoY % Q4FY21 QoQ % FY21 FY22E FY23E
Revenue 18,075 11,891 52.0 19,393 (6.8) 63,850 78,870 92,253
Rail freight expenses 9,647 6,523 47.9 10,501 (8.1) 34,551 36,953 41,033
Other operating expenses 2,651 2,266 17.0 4,696 (43.5) 12,064 13,029 14,072
Employee Benefit Expenses 985 796 23.8 1,286 (23.4) 4,251 4,477 4,714
Others 457 716  (36.3) 1,020 (55.2) 2,655 2,867 3,096
Total expenditure 13,740 10,301 334 17,503 (21.5) 53,521 57,326 62,915
EBITDA 4,335 1,590 172.6 1,890 129.4 10,329 21,544 29,338
Depreciation 1,303 1,260 3.4 1,324 (1.5) 5,219 7,362 7,712
EBIT 3,032 330 818.5 566 435.3 5,109 14,182 21,626
Interest 139 85 64.2 86 62.1 340 2,346 2,911
Other income 555 588 (5.6) 732 (24.2) 2,855 2,939 1,242
Add: Exceptional items 0 0 N/A -834 (100.0) -834 0 0
Profit Before Tax 3,448 833 313.7 379 809.8 6,791 14,774 19,957
Less: Provision for Tax 899 217 315.0 217 314.1 1,758 3,754 5,071
Reported Profit 2,549 617 313.3 162 1,475.2 5,033 11,020 14,886
Adjusted Profit 2,549 617 313.3 995 156.0 5,867 11,020 14,886
No. of Diluted shares outstanding (mn) 609 609 609 609 609 609
Adjusted Diluted EPS 4.2 1.0 313.3 1.6 156.0 9.6 18.1 24.4
P/E (x) 35.4 26.1
EV/EBITDA (x) 19.7 14.1
ROAE(%) 10.5 13.5
As % of net revenues

Rail freight expenses 53.4 54.9 54.1 54.1 46.9 44.5
Staff expenses 5.4 6.7 6.6 6.7 5.7 5.1
Other expenses 2.5 6.0 5.3 4.2 3.6 3.4
EBITDA 24.0 13.4 9.7 16.2 27.3 31.8
Net profit 14.1 5.2 5.1 9.2 14.0 16.1

Source: Company, Edelweiss Research
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CONTAINER CORPORATION

Company Description

The Company is engaged in transportation of containers (rail and road), and handling
of containers. It is also engaged in the operation of logistics facilities, including dry
ports, container freight stations and private freight terminals. Its divisions are EXIM
and Domestic. Both EXIM and Domestic divisions of the company are engaged in
handling, transportation and warehousing activities. Its International services
include train services, road services, air cargo movements, reefer services, and block
booking on round trip basis. Its domestic services include train services, volume
discount scheme, door delivery/pick ups and terminal handling charges.

Investment Theme

Container Corporation (Concor) is India’s largest container train operator. While
container tonnage has been growing, consistent fall in lead distances has led to flat
net tonne km during FY13- 18. Dedicated Freight Corridor’s (DFC) commissioning will
certainly be a meaningful boost to volumes and efficiency post FY22. The stalemate
and lack of clarity on LLFs was the main hurdle in Concor’s divestment process and
resolution of the same clears path for the planned divestment. We perceive the LLF
settlement and Concor’s recent commentary as readying up for the divestment.

Key Risks

We assume DFC to be fully commissioned by June 2022. Any further delay in
commissioning will be a downside risk to our fair value target price.
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CONTAINER CORPORATION

Management Holdings — Top 10*
CEO V K Rama % Holding % Holding
CFO Manoj Dubey LIC 5.10 BlackRock 1.39
Kotak MF 2.08 DSP 1.16
Ccoo
Hermes 1.80 ABSLAMC 1.16
Other Sanjay Swarup Vanguard 1.53 Calvert Invt. 0.94
Auditor S.N. Nanda & Co. Abrdn Plc 1.39 ICICI Pru AMC 0.93
*Latest public data
Recent Company Research Recent Sector Research
Date Title Price Reco Date Name of Co./Sector Title
Stalemate ends; re-rating on the . e Absorbing the impact;  Result
24-May-21 cards; Result Update 634 Buy 28-Jul-21  Mahindra Logistics Update
Boils down to the LLF issue; Result Margins stumble; rich valuation ;
05-Feb-21 479 Hold 28-Jul-21 ! !
Update . TCI Express Result Update
Land licence fee uncertainty . Rear view: A leaner machine post-
06-Nov-20 persists; Result Update 407 Hold 14-Jun-21  VRL Logistics covid; Result Update
Rating Interpretation Daily Volume
TP 30
760
775 ®
675 24
6?
Z 575 18
- c
=
475 =
12
375
6
275
Jul-18  Jan-19  Jul-19  Jan-20 Jul-20  Jan-21 0
—CCRIIN Equity ® Buy ¢ Hold ® Reduce Ju-18  Jan-19  Jul-19  Jan-20  Jul-20  Jan-21

Source: Bloomberg, Edelweiss research

Rating Distribution: Edelweiss Research Coverage

Source: Bloomberg

Rating Rationale

Buy Hold Reduce Total Rating Expected absolute returns over 12 months
Rating Distribution* 172 54 19 246 Buy: >15%
>50bn  >10bn and <50bn <10bn Total Hold: >15% and <-5%
Market Cap (INR) 214 40 5 259 Reduce: <-5%

*1 stocks under review
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DISCLAIMER

Edelweiss Securities Limited (“ESL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, Investment
Adviser, Research Analyst and related activities.

This Report has been prepared by Edelweiss Securities Limited in the capacity of a Research Analyst having SEBI Registration No.INH200000121 and distributed as per SEBI (Research Analysts)
Regulations 2014. This report does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. Securities as
defined in clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency Derivatives. The information contained herein is from publicly
available data or other sources believed to be reliable. This report is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Each recipient of this report should make such investigation as it deems necessary to arrive at an independent
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investment. The investment discussed or views expressed may not be suitable for all investors.
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would subject ESL and associates / group companies to any registration or licensing requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be
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be no assurance that future results or events will be consistent with this information. This information is subject to change without any prior notice. ESL reserves the right to make
modifications and alterations to this statement as may be required from time to time. ESL or any of its associates / group companies 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 in this report. ESL is committed to providing independent and transparent recommendation
to its clients. Neither ESL nor any of its associates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or
consequential including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary trading and investment businesses may make
investment decisions that are inconsistent with the recommendations expressed herein. Past performance is not necessarily a guide to future performance .The disclosures of interest
statements incorporated in this report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. The information
provided in these reports remains, unless otherwise stated, the copyright of ESL. All layout, design, original artwork, concepts and other Intellectual Properties, remains the property and
copyright of ESL and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.

ESL 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 the ESL to present the data. In no event shall
ESL 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 the ESL through this report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all customers may receive this report at the
same time. We will not treat recipients as customers by virtue of their receiving this report.

ESL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to time, have long or short positions in, and buy or sell the
Securities, mentioned herein or (b) be engaged in any other transaction involving such Securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other potential/material conflict of interest with
respect to any recommendation and related information and opinions at the time of publication of research report or at the time of public appearance. ESL may have proprietary long/short
position in the above mentioned scrip(s) and therefore should be considered as interested. The views provided herein are general in nature and do not consider risk appetite or investment
objective of any particular investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation to do business
with ESL.

ESL or its associates may have received compensation from the subject company in the past 12 months. ESL or its associates may have managed or co-managed public offering of securities
for the subject company in the past 12 months. ESL or its associates may have received compensation for investment banking or merchant banking or brokerage services from the subject
company in the past 12 months. ESL or its associates may have received any compensation for products or services other than investment banking or merchant banking or brokerage services
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research report. Research analyst or his/her relative or ESL’s associates may have financial interest in the subject company. ESL and/or its Group Companies, their Directors, affiliates and/or
employees may have interests/ positions, financial or otherwise in the Securities/Currencies and other investment products mentioned in this report. ESL, its associates, research analyst
and his/her relative may have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of publication of research
report or at the time of public appearance.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange rates can be volatile and are subject to large fluctuations; ( ii)
the value of currencies may be affected by numerous market factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes
in interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the value of the currency. Investors in securities such as
ADRs and Currency Derivatives, whose values are affected by the currency of an underlying security, effectively assume currency risk.
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ESL has financial interest in the subject companies: No
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that ESL had submitted an offer of settlement with Securities and Exchange commission, USA (SEC) and the same has been accepted by SEC without admitting or denying the findings in
relation to their charges of non registration as a broker dealer.

A graph of daily closing prices of the securities is also available at www.nseindia.com

Analyst Certification:
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Additional Disclaimers

Disclaimer for U.S. Persons

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing
the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding,
among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934
(the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional
Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any
U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional
Investors, Edelweiss Securities Limited has entered into an agreement with a U.S. registered broker-dealer, Edelweiss Financial Services Inc. ("EFSI"). Transactions in securities discussed in
this research report should be effected through Edelweiss Financial Services Inc.

Disclaimer for U.K. Persons

The contents of this research report have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 ("FSMA").

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional experience in matters relating to investments falling within
Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the “Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated
associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”).

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this research report relates is available only
to relevant persons and will be engaged in only with relevant persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This
research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person.

Disclaimer for Canadian Persons

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have prepared the research report. The research analysts
preparing the research report are resident outside the Canada and are not associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject
to supervision by a Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario Securities Commission, other Canadian
provincial securities regulators, the Investment Industry Regulatory Organization of Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among
other things, the research analysts' business or relationship with a subject company or trading of securities by a research analyst.

This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103")) who are resident in the Province of Ontario, Canada (an
"Ontario Permitted Client"). If the recipient of this report is not an Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the
report to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person.

ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain international advisers and/or dealers. Please be advised that
(i) ESL is not registered in the Province of Ontario to trade in securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (ii) ESL's head office or
principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv) there may be difficulty enforcing legal rights against ESL because
of the above; and (v) the name and address of the ESL's agent for service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3
Canada.

Disclaimer for Singapore Persons
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