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Economy News
 The government is revisiting the policy that allows infrastructure

developers to exit highway projects by divesting their entire stake, a
decision prompted by complaints about confusion over taxation issues
that could arise in such transactions. The exit policy approved by the
government in July under the belief that it would help release much-
needed equity and get stalled projects off the ground has not achieved its
objective because of its complicated structure. (ET)

 The Department of Telecom has worked out a one-time spectrum charge
of over Rs 20.6bn to be levied from operators for the period they
remained in business after their licences were cancelled in February last
year, sources said. (TOI)

 The market regulator SEBI has come out with new norms for listing of
start-up ventures and small and medium enterprises on the Indian
bourses, which would offer exit opportunities to investors. In the
notification, SEBI has said that these ventures did not have to make an
initial public offer. (BL)

 Rising exports and declining imports in September narrowed the trade
deficit to a 30-month low of $6.76 billion, which may help the rupee to
stabilise after excessive volatility in the past few months. (ET)

 The Cabinet on Tuesday gave an in-principle nod for postponement of
premium payments by highway developers on 39 projects but the issue
refused to die down, with the Planning Commission and the Finance
Ministry opposing the move now. (BS)

 For securing banking licences, non-banking financial companies (NBFCs)
had an advantage over other applicants, in already having a good
customer base, Reserve Bank of India (RBI) Deputy Governor K C
Chakrabarty said. (BS)

Corporate News
 The oil ministry will seek cabinet approval for a general amnesty scheme

for oil and gas field operators, which will allow Reliance Industries to
retain fields worth $10 billion, which regulatory authorities want it to
surrender saying the contractor did not meet deadlines. (ET)

 Tata Steel, planning to raise $1 billion through a foreign bond issue, is
looking at the option to raise another $1.2 bn by selling stake in other
Tata Group companies, according to reports. (BS)

 The solitary bid by Indian Oil Corporation for the 31% stake of Haldia
Petrochemicals that is on offer will be opened today and there is
considerable speculation in corporate circles about the state-owned
refiner's chances of succeeding. (ET)

 Reliance Infrastructure said its board has approved raising up to Rs
25bn through various instruments in order to refinance its debt. (ET)

 Power distribution companies in Punjab and Haryana which buy from
Tata Power's 4,000-Mw Ultra Mega Power Project (UMPP) at Mundra in
Gujarat have argued against the Parekh committee report on allowing
an extra compensatory rate for the supply from here. (BS)

 A number of public sector banks cut their rates for retail loans, following
a strong suggestion in this regard from the government. State Bank of
India (SBI), Dena Bank and Corporation Bank were among those
which announced a reduction in rates on car, two-wheeler and consumer
durable loans. (BS)

 The finance ministry is likely to allow State Bank of India to raise
around Rs 80bn of equity capital either through a qualified institutional
placement or a follow-on issue. (ET)

 Healthcare chain Apollo Hospitals Enterprise and global medical
technology major Medtronic Inc entered into a partnership to develop a
cost-effective and efficient dialysis system in India. (ET)

Equity
% Chg

9 Oct 13 1 Day 1 Mth 3 Mths

Indian Indices
SENSEX Index  20,249  1.3  1.3  5.0
NIFTY Index  6,007  1.3  1.9  3.3
BANKEX Index  11,771  1.9  1.6  (9.3)
BSET Index  8,221  1.5  2.4  30.1
BSETCG INDEX  8,230  1.9  4.8  (10.3)
BSEOIL INDEX  8,503  1.4  (2.2)  (1.0)
CNXMcap Index  7,293  1.0  5.9  (1.2)
BSESMCAP INDEX  5,652  0.5  4.6  (1.0)

World Indices
Dow Jones  14,803  0.2  (2.6)  (3.2)
Nasdaq  3,678  (0.5)  (1.4)  4.5
FTSE  6,338  (0.4)  (3.7)  (2.6)
NIKKEI  14,038  1.0  (1.9)  (1.8)
HANGSENG  23,034  (0.6)  (0.5)  9.4

Value traded (Rs cr)
9 Oct 13 % Chg - Day

Cash BSE  1,781  4.2
Cash NSE  11,639  11.6
Derivatives 116,530  17.2

Net inflows (Rs cr)
8 Oct 13 % Chg MTD YTD

FII  236  (70.5)  2,668  74,500
Mutual Fund  (164)  5,031.3  (526)  (16,751)

FII open interest (Rs cr)
8 Oct 13 % Chg

FII Index Futures  11,711  4.6
FII Index Options  56,299  3.8
FII Stock Futures  26,863  3.4
FII Stock Options  2,141  18.0

Advances / Declines (BSE)
9 Oct 13 A B T Total % total

Advances 153 1034 213  1,400 54
Declines  48  777  186  1,011 39
Unchanged  2  142 29  173 7

Commodity % Chg

9 Oct 13 1 Day 1 Mth 3 Mths

Crude (NYMEX)  (US$/BBL)  101.7  0.1  (5.3)  (4.5)
Gold   (US$/OZ)  1,302.1  (1.6)  (4.4)  3.9
Silver  (US$/OZ)  21.9  (2.3)  (5.0)  13.4

Debt / forex market
9 Oct 13 1 Day 1 Mth 3 Mths

10 yr G-Sec yield %  8.50  8.66  N/A  7.55
Re/US$  61.9  61.8  65.2  60.1

Sensex

Source: ET = Economic Times, BS = Business Standard, FE = Financial Express,
BL = Business Line,  ToI: Times of India, BSE = Bombay Stock Exchange
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CONTAINER CORPORATION OF INDIA LTD (CONCOR)
PRICE: RS.700 RECOMMENDATION: ACCUMULATE
TARGET PRICE: RS.790 FY15E P/E: 12.4X

In the last six months the following has emerged as positives for the
company(1) Improving market share in the Exim segment (declining market
limiting growth), (2) early signs of improving traffic (exports growing and
outpacing imports) and (3) Improvement in margin in Q1FY14 (hike
absorbed, empties rate cut, double stacking extension, hub and spoke
pricing).

While being positive on long-term growth potential, we build caution in
near term volume growth estimates. We estimate the company to deliver
volume growth of 3% in FY14E and 5% in FY15E in Exim (versus guidance of
10%) and volume growth of 4% in FY14E and 5% in FY15E in domestic
(versus guidance of 15%), We estimate operating margins to sustain at
~24% and ROE of ~15%.

We introduce FY15 numbers and change our rating to Accumulate from
Reduce on the back of (1) healthy long-term volume growth (2) Concor's
ability to maintain market share and margins (3) reasonable valuations. We
value the company at 14 times FY15E EPS, a premium for its dominant
market share, strong asset base, outperformance and strong balance sheet.
Recommend ACCUMULATE with a TP of Rs 790 (earlier Rs 675).

We estimate overall volume growth of 3.1% in FY14E and 5% in
FY15E
Concor management has guided for a 10% growth in Exim volumes in FY14E and
FY15E each versus ~3% in Q1FY14. We believe key risk to business lie in slower
Exim growth on the back of slower GDP growth and negative global business senti-
ment. Furthermore, the recent Rupee depreciation (against US$) is also likely to
impact import volumes, also leading to empty running. We also note that competi-
tion may also constrain incremental volumes with deployment of idle capacity. Con-
sequently, we estimate Exim volume growth of 3% in FY14E and 5% in FY15E. We
build in domestic volume growth of 4% in FY14E and 5% in FY15E.

Container Volumes for Concor (000)

FY10 FY11 FY12 FY13 FY14E FY15E

Exim TEUs 1,882 2,018 2,145 2,152 2,213 2,324

YoY (%) 1.5 7.2 6.3 0.3 2.9 5.0

Domestic TEUs 539 544 468 433 451 474

YoY (%) 18.9 0.9 -13.9 -7.5 4.2 5.0

Total 2,421 2,561 2,613 2,585 2,664 2,798

YoY (%) 4.9 5.8 2.0 -1.1 3.1 5.0

Source: Company, Kotak Securities - Private Client Research

Worst for the margins over - margins to sustain at current level
We note a sequential improvement in EBITDA margin for Concor to 22.7% in
Q1FY14 versus 21.1% reported in Q4FY13. This is in spite of higher discounting pro-
visions of Rs160 mn taken on Q1FY14 (Rs130 mn taken in Q4FY13).

The margins have fallen from 27% in FY11 to ~24% in FY13 primarily due to
recessionary trend and stiff competition from other train operators in the Exim seg-
ment and drop in handling of notified commodities, mixed commodities and com-
plete ban on loading of cement in containers since 2011 attributable to new Indian
Railway policy.

Summary table

(Rs mn) FY13 FY14E FY15E

Sales 44,059 48,233 53,177
Growth (%) 8.5 9.5 10.3
EBITDA 10,473 11,397 12,512
EBITDA margin (%)  23.8  23.6  23.5
PBT 12,117 12,697 13,712
Net profit 9,411 10,158 10,970
EPS (Rs)  48.3  52.1  56.3
Growth (%) 7.2 7.9 8.0
CEPS (Rs)  57.1  61.8  66.5
BV (Rs/share)  320.8  357.9  399.2
Dividend / share (Rs)  12.3  15.0 15.0
ROE (%) 15.0 14.6 14.1
ROCE (%) 14.5 14.2 14.0
Net cash (debt) 29,500 31,633 34,677
NW  Capital (Days)  (10.7)  (9.0) (8.9)
EV/EBITDA (x) 13.0 12.0 10.9
P/E (x)  14.5  13.4  12.4
P/Cash Earnings (x)  12.3  11.3  10.5
P/BV (x)  2.2  2.0  1.8

Source: Company, Kotak Securities - Private
Client Research

COMPANY UPDATE

Amit Agarwal
agarwal.amit@kotak.com

+91 22 6621 6222
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The decline in margin from FY11 to FY13 and post that subsequent improvement in
Q1FY14 reflects that company has seen the worst for margins with respect to haul-
age hike, recession and competition.

Margins for Concor

Source: Company, Kotak Securities - Private Client Research

Double stacking and hub and spoke operations have started to
benefit the company
The company has started double stacking operations till Khatuwas from May 2013.
This extends benefits of double stacking to Rewari (versus Jaipur earlier). The com-
pany also cited Pipavav having now received permission to carry high cube double
stack containers in July 2013. The benefits from operating a double stack train (two
containers at half the cost) would get partly negated due to handling and documen-
tation charges for transferring the freight to the ultimate destination. On a net basis,
the company expects to earn 15-16% more through doubling stacking and intends
to use this as a competition tool against other private operators (note that GDL is still
better off than Concor in this aspect, having double stack operations till Gurgaon).

The company has also started benefiting from approval of the hub and spoke system
(Railways to notify hubs). The Indian Railways has permitted Concor to charge tele-
scopic rates to its customers versus existing rates that added two separate freight
rates for two parts of the same journey obviating telescopic benefit for the hub &
spoke model. This implies that customers would be charged according to the total
distance transported and the longer the distance, the lower the rates.

The company would also benefit from the relief provided by Indian Railways in some
categories of rates from April 2013 (reversing decision of December 2011) which we
estimate to reverse the trend in domestic container movement in future.

JNPT continues to remain the key port for the company - Share of
other ports have increased
JNPT continues to have a lion share of business for the company with 55.2% share
versus 55.56% in Q1FY13. Share of Mundra was reported at 16.38% (from 10.9%
YoY), Chennai at 8.74 % (from 10.9 YoY) and share of Gujarat Pipavav at 15%
(from 14.2% YoY).  The change in percentage share has been led by (1) spillover of
industry container volumes to Mundra and Pipavav and (2) market share gains by
Concor (especially at Mundra).

Percentage share of various ports for Concor

Port FY12 FY13 Q1FY14

JNPT 54.7 50.6 55.2

Chennai 11.2 8.1 8.7

Mundra 12.0 19.2 16.4

Gujarat Pipavav 15.8 17.3 15.0

Source: Company
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Estimates large capex in logistics parks of ~Rs60 bn in XII plan
Concor shared a capex plan of Rs 60 bn for the XII plan- FY12 to FY17E (Rs11bn in
FY14E) with plans to develop several logistics parks along the dedicated freight cor-
ridor. We estimate these investments would have a long gestation period and would
be returns dilutive in the near term. However, note that return dilution should be
seen in the context that currently this capital earns returns attributable to cash only.
While short-term pressure may exist, eventually operational returns would exceed
cash returns

Two Private terminals notified
It is important to note that the company has notified two private freight terminals
(PFTs) - one in Khatuwas and second in Secunderabad. However the operations at
both the PFTs  have got delayed due to Indian Railways charging a differential Rs40/
ton as terminal charge at Concor's terminals (nil charge on IR's own terminals). The
company expects the issue to be sorted out in the near term and remains confident
of its offering being superior to that at IR's terminals. The company also aims to re-
duce revenue share of rail freight traffic to 70% (78% at present) once all its PFTs
become operational. In addition, it aims higher returns on the incremental invest-
ment into PFTs (over ICDs). The company is planning more than 10 such PFT with
few PFT on the proposed Dedicated Freight Corridor.

Cash balance is healthy which yields significant other income
Concor today has a cash balance of over Rs 30 billion on its balance sheet which
would yield the company around 8 to 9% per annum. We estimate the company to
utilize these cash reserves for financing the expansion plans as per the capex plan of
the Company. In long term we expect the operational returns from the capex to
exceed investment cash returns.

Competition continues to intensify - Concor to maintain market
share
Private operators are getting tie-ups (as Concor do) with shipping lines to drive their
Exim volumes. Most private players have also accelerated their ICD expansion and
rolling stock addition programme to get a share in the Exim business. Today all the
private players put together operate about 135 rakes (versus 231 rakes of Concor).
We estimate that Concor which has lost 21% (as on Q1FY14) in  Exim business to
private operators to maintain its market share at current level on the back of mam-
moth infrastructure, strong tie ups and aggressive expansion plans. As per FY13 an-
nual report of Concor, it handled a total of 24.49 mn tonnes of Exim cargo com-
pared to 31.8 million tonnes (+9% YoY) carried by all Container train operators
(CTOs) combined on the network of IR implying a market share of 77% which the
company was able to improve in Q1FY14 to 79%.

Infrastructure planned by Container Train Operators

Concor Private Players
FY13 FY15E FY13 FY15E

No of rakes 231 250 135 150

No of ICDs 60 65 15 25

Exim market share (%) 77 76 23 24

Domestic market share (%) 88 87 12 13

Source: Company, Kotak Securities - Private Client Research

Concor has given bonus share in the ratio of 1:2
Concor has given a bonus in the proportion of one new bonus equity shares for ev-
ery two existing equity shares held. We believe this is a good way for the company
to reward its shareholders and improving liquidity in the stock which has a free float
of ~8% with GOI owning ~63% and few big anchor investors owning around 29%
(average volume for last one year = 64,400 shares).
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Outlook and Valuation
While being positive on long-term growth potential, we build caution in near term
volume growth estimates. We estimate the company to deliver volume growth of
3% in FY14E and 5% in FY15E in Exim (versus guidance of 10%) and volume
growth of 4% in FY14E and 5% in FY15E in domestic (versus guidance of 15%), We
estimate operating margins to sustain at ~24% and ROE of ~15%. We introduce
FY15 numbers and change our rating to Accumulate from Reduce on the back of (1)
healthy long-term volume growth (2) Concor's ability to maintain market share and
margins (3) reasonable valuations. We value the company at 14 times FY15E EPS,
premium for its dominant market share, strong asset base, outperformance and
strong balance sheet. Recommend ACCUMULATE with a TP of Rs 790 (earlier
Rs.675).

We recommend ACCUMULATE
on Concor with a price target

of Rs.790
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Bulk deals

Gainers & Losers Nifty Gainers & Losers
Price (Rs) chg (%) Index points Volume (mn)

Gainers

DLF Ltd  147  6.1  NA  15.0

Sun Pharma  645  5.1  NA  4.0

Jaiprakash Associates  40  4.5  NA  44.8

Losers

M&M  851  (1.4)  NA  1.2

ACC Ltd  1,113  (1.4)  NA  0.7

Wipro  477  (1.3)  NA  2.7

Source: Bloomberg

Forthcoming events Company/Market
Date Event

10 Oct Alpha Hitech, Facor Steel, Lords Chioro earnings expected

11 Oct Eltrol, Gruh Finance, Infosys, Zenith Fibres, earnings expected

12 Oct Amal, Naraingarh Sug, Reliance Indl Infra, Sanghi Corp, TTK Prestige earnings

expected

14 Oct AP Paper, Bajaj Corp, CMC, Indusind Bank, Lloyds Finance, RIL earnings expected

Source: Bloomberg

Trade details of bulk deals

Date Scrip name Name of client Buy/ Quantity Avg.
Sell of shares price

(Rs)

09-Oct Bhandari Hos Ajmera Shares Trading Pvt Ltd B  80,092  20.1

09-Oct Birla Pacific Med Persistent Infotech Pvt Ltd S  704,971  0.3

09-Oct Birla Pacific Med Parkin Marketing Pvt Ltd S  814,473  0.3

09-Oct Birla Pacific Med Jatinder Kumar Mittal B  1,600,000  0.3

09-Oct Choice Infra Jagdish Chander Bansal & Sons HUF B  350,000  67.5

09-Oct Choice Infra Manasvi Consultancy Private S  115,699  67.4

09-Oct Cupid Trades Saurashtra Finstock Pvt Ltd S  5,000  273.0

09-Oct Cupid Trades Pradeep Narendra Bhatt B  11,225  272.9

09-Oct Cupid Trades Prefer Abasan Privete Limited S  6,000  272.8

09-Oct Empower India Yadon Constructions Pvt Ltd S  7,909,513  0.1

09-Oct Gujarat Narm Fly Parag Chandrkant Shah S  120,030  5.2

09-Oct Gujarat Narm Fly Navin Tilchandbhai Parikh (HUF) B  77,078  5.2

09-Oct IFL Promoters Heena Rameshbhai Patel B  248,313  5.1

09-Oct Jay Mahesh Infra Satyanarayana Thota S  38,395  6.7

09-Oct Jay Mahesh Infra Chandrasinh A Chauhan B  54,802  6.7

09-Oct Mahindra Com Sudhir Kumar (HUF) B  23,100  70.1

09-Oct Rich Universe Ashesh Agarwal S  40,364  50.2

09-Oct Sea Tv Network Rajshah Enterprise Pvt Ltd S  300,000  17.2

09-Oct Sea Tv Network Umang Desai B  93,500  17.2

09-Oct Sea Tv Network Nilima Desai B  93,500  17.2

09-Oct Sinclairs Hotel-$ Sujata Suchanti S  34,000  355.0

09-Oct Sinclairs Hotel-$ Pramina Suchanti B  33,601  355.0

09-Oct Sunbright Stock Rekha Mahesh Jain S  119,800  18.3

09-Oct Sunbright Stock Do Max Steel Limited B  85,000  18.2

Source: BSE
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Disclaimer
This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other
person. Persons into whose possession this document may come are required to observe these restrictions.

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed
as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.  It is for the
general information of clients of Kotak Securities Ltd. It does not constitute a personal recommendation or take into account the particular investment ob-
jectives, financial situations, or needs of individual clients.

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness
cannot be guaranteed. Neither Kotak Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The
recipients of this material should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in
this material may go up or down. Past performance is not a guide for future performance. Certain transactions -including those involving futures, options and
other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors.  Reports based on technical
analysis centers on studying charts of a stock’s price movement and trading volume, as opposed to focusing on a company’s fundamentals and as such, may
not match with a report on a company’s fundamentals.

Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information
discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned
that any forward-looking statements are not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may
make investment decisions that are inconsistent with the recommendations expressed herein.

Kotak Securities Limited has two independent  equity  research groups: Institutional Equities and Private Client Group. This report has been
prepared by the Private Client Group . The views and opinions expressed in this document  may or may not match or may be contrary with the
views, estimates, rating, target price  of  the Institutional Equities Research Group of Kotak Securities Limited.

We and our affiliates, officers, directors, and employees world wide may: (a) from time to time, have long or short positions in, and buy or sell the securities
thereof, of company (ies) 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 company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have
other potential conflict of interest with respect to any recommendation and related information and opinions.

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or
companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or
views expressed in this report.

No part of this material may be duplicated in any form and/or redistributed without Kotak Securities’ prior written consent.

Our research should not be considered as an advertisement or advice, professional or otherwise. The investor is requested to take into consideration all the
risk factors including their financial condition, suitability to risk return profile and the like and take professional advice before investing.

Kotak Securities Limited, Registered Office: Bakhtawar, 1st floor, 229 Nariman Point, Mumbai 400021 India. Correspondence address: Infinity IT Park,
Bldg. No 21, Opp Film City Road, A K Vaidya Marg, Malad (East), Mumbai 400097.Tel No : 66056825.SEBI Reg No's: NSE INB/INF/INE 230808130, BSE INB
010808153/INF 011133230/INE 011207251, OTC INB 200808136, MCXSX INE 260808130/INB 260808135/INF 260808135, AMFI ARN 0164.NSDL: IN-DP-NSDL-23-
97. CDSL: IN-DPCDSL-158-2001. Investment in securities market is subject to market risk, please read the combined risk disclosure document prior to
investing. Compliance Officer - Mr. Sandeep Chordia. Tel. No: 022 6605 6825, Email id: ks.compliance@kotak.com.

In case you require any clarification or have any concern, kindly write to us at below email ids: "For Trading Account related queries:
service.securities@kotak.com; "For Demat Account related queries: ks.demat@kotak.com.

Alternatively, you may feel free to contact our customer service desk at our toll free numbers 18002099191 or 1800222299. You may also call at
30305757 by using your city STD code as a prefix.

In case you wish to escalate your concern / query, please write to us at ks.escalation@kotak.com and if you feel you are still unheard, write to our
customer service HOD at ks.servicehead@kotak.com.
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