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Rating: ACCUMULATE | CMP: Rs1,124 | TP: Rs1,250

Volumes continue to disappoint...

Quick Pointers:

"  Except for auto ancillary and pharma, all sectors (engineering goods, lifestyle,
etc.) showed subdued performance in Q1FY25.

"  SME customers showed strain in volumes (rev mix: 48:52 SME:Corp) due to
higher inflation, elevated interest rates and increased labor costs.

We change our stance from ‘BUY’ to ‘Accumulate’ with a TP of Rs1,250 based
on near- and medium-term uncertainties in uptick in express volumes and
higher competitive intensity in the segment. TCI Express (TCIEXP) Q1FY25
cons revenue de-grew 3.9% YoY to Rs2.9bn (PLe: Rs3.1bn), led by total
volume of 2.35 lakh ton, which was lower by 2.1% YoY. Cons EBITDA de-grew
28% to Rs0.34bn. EBITDA margins contracted by 380bps YoY to 11.4%, driven
by a decline in fleet utilization (down 150bps to 82%) caused by reduced
industry demand amid elevated inventory levels. Consolidated PBT/PAT
declined by 28.9%/28.5% to Rs0.31bn/Rs0.23bn.

® Corporate sector showing mixed sentiments: Q1FY25 ended with largely
subdued logistics demand from sectors such as engineering goods and
lifestyle (auto ancillary and pharma remained outliers). the
management anticipates green shoots in solar and home furnishing sectors in

However,

the medium term. Among the newly offered services, railway express remains
in focus after withessing 30% growth and margins increasing steadily.

®  Margins at 15-quarter low: Combination of 2% volume de-growth, softer fleet
utilization (down ~150bps to 82%) and higher expenses from new businesses
(especially airport related charges), impacted EBITDA margins, leading to
multi-year lows. However, the management expects 150bps immediate revival,
based on performance in Jul and Aug so far. Overall, revival in logistics
demand from core sectors in the medium term and improvement in efficiencies
from the recently automated Pune plant, remain crucial to revert to earlier 15%
levels sustainably. We expect ~Rs0.5bn/Rs0.7bn FCF (1.3-1.7% yield) in
FY25E/26E, amid annual capex of Rs0.8bn, and return ratios ROE/RoCE to
remain attractive at ~19%/23% levels.

®  Growth-focused capex makes it future ready: TCIEXP has earmarked
capex of ~Rs5bn for the next 5 years (FY22-27E), of which Rs1.8bn has been
invested by FY24 and Rs75mn in Q1FY25. The investments would be towards
i) developing sorting centers, ii) implementing automation, iii) expanding
branches and iv) enhancing technological capabilities. Further, investments
are expected to add incremental capacities over the next 15-20 years as newer
sorting centers will replace existing leased centers, which will be 3x in size and
automated (payback targeted 7-8 years).
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Exhibit 1: Q1FY25 Result Overview

Y/e March (Rs mn) 1QFY25 1QFY24 YoY gr. 4QFY24 QoQgr. FY24 FY23 YoY gr.
Net revenue 2930 3049 -3.9% 3171 -7.6% 12538 12410 1.0%
Variable cost of sales 2089 2090 -0.1% 2170 -3.8% 8586 8497 1.0%
% of net sales 71.3% 68.6% 68.4% 68.5% 68.5%

Employee expense 338 333 1.5% 336 0.8% 1,339 1,243 7.7%
% of net sales 11.5% 10.9% 10.6% 10.7% 10.0%

Other expense 168 161 3.8% 217 -22.8% 741 725 2.2%
% of net sales 5.7% 5.3% 6.8% 5.9% 5.8%

Total expense 2594 2,585 0.4% 2723 -4.7% 10,666 10,465 1.9%
EBITDA 335 464 -27.7% 448 -25.2% 1,872 1,945 -3.7%
EBITDA Margin (%) 11.4% 15.2% 14.1% 14.9% 15.7%

Depreciation 51 46 10.4% 49 4.5% 190 153 23.8%
EBIT 285 418 -31.9% 400 -28.8% 1683 1792 -6.1%
Interest expense 3 4 -30.8% 4 -32.5% 15 18 -19.0%
Other income 23 15 54.1% 19 18.1% 72 72 -0.3%
PBT 305 429 -28.9% 415 -26.6% 1740 1845 -5.7%
Total tax 74 105 -30.3% 99 -25.9% 423 453 -6.6%
PAT 231 323 -28.5% 316 -26.8% 1317 1393 -5.4%
Pat Margin (%) 7.9% 10.6% 10.0% 10.5% 11.2%

Source: Company, PL

Exhibit 2: Revenue/EBITDA to grow at CAGR of 9%/11% over FY24-26E

(Rs mn) FY22 FY23 FY24 FY25E FY26E
Volumes (ton) 8,65,000 9,93,000 10,00,000  10,30,000  11,53,600
Growth 25.4% 14.8% 0.7% 3.0% 12.0%
Revenue per ton 12,503 12,498 12,538 12,726 12,917
Growth 2.2% 0.0% 0.3% 1.5% 1.5%
Revenue 10,815 12,410 12,538 13,108 14,901
Growth 28.1% 14.8% 1.0% 4.5% 13.7%
Gross profit 3,485 3,913 3,953 3,932 4,694
Gross margins 32.2% 31.5% 31.5% 30.0% 31.5%
Operational cost 7,330 8,497 8,586 9,176 10,207
% of sales 67.8% 68.5% 68.5% 70.0% 68.5%
EBITDA 1,747 1,945 1,872 1,747 2,298
Margins 16.2% 15.7% 14.9% 13.3% 15.4%
Growth 30.1% 11.3% -3.7% -6.7% 31.5%
Other income 82 72 72 104 116
Depreciation 100 153 190 232 265
Interest 9 18 15 16 25
PBT 1,720 1,845 1,740 1,604 2,124
Tax 432 453 423 404 535
PAT 1,288 1,393 1,317 1,201 1,590
Growth 28.0% 8.1% -5.4% -8.8% 32.4%
EPS 33.6 36.3 34.3 31.3 41.5
Source: Company, PL
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Conference Call Highlights
Revenue and margins

"  Q1FY25 volumes witnessed de-growth of 8.9%/2.1% QoQ/YoY to 0.23mmt
against 0.26mmt/0.24mmt. Higher logistics demand from auto ancillary and
pharma was negated by muted demand from other segments such as textile
and engineering.

"  Gross margin declined by 270bps YoY to 28.7% due to below par fleet
utilization (82%). EBITDA margin was further trimmed by 380bps YoY to 11.4%
due to higher operational expenses.

" As per the management, low volume demand was because of the general
elections and higher inflation.

" The management anticipates a revenue growth turnaround led by increased
volumes in the specific sectors of pharmaceutical, auto, home furnishing, and
solar. Demand from textile and engineering sectors could remain muted.

" The management anticipates a turnaround in margins from Q2FY25E,
reaching 14%+ against 11.4% in Q1FY25, on account of higher volume growth
(~10% in FY25E and 12-13% in FY26E) and utilization due to pre-festive
season.

Capex and branch expansion

®  Gurugram and Pune processing centers are fully automated and equipped with
Al-enabled cross belt sorters. This has reduced turnaround time by 40%.
These two centers account for 25% of topline.

" The management incurred capex of Rs75mn in Q1FY25, primarily on the
automation of branches. More capex will be incurred on the automation of
Kolkata and Ahmedabad branches.

®  The company expanded its network to 970+ branches.
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Exhibit 3: Revenue to grow at 9% CAGR over FY24-26E Exhibit 4: EBITDA margins shrink due to below-average
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Exhibit 5: PAT growth to pick up after turnaround in volume Exhibit 6: ROE/RoCE to stabilize over FY25E-26E

demand —8RoE RoCE

1.8 ~ 35% - 33%
16 00/00'* 31%
1.4 4 30% -

27%
1.2
E 1.0 4 25% A
& 0.8
0.6 - 20% -
0.4 1
0.2 15% 1
00 - FY22 FY23 Fy24 FY25E FY26E

FY22 FY23 FY24 FY25E FY26E

Source: Company, PL

Source: Company, PL

August 13, 2024 4



P

TCI Express
Financials
Income Statement (Rs m) Balance Sheet Abstract (Rs m)
Y/e Mar FY23 FY24 FY25E FY26E Y/e Mar FY23 FY24 FY25E FY26E
Net Revenues 12,410 12,538 13,108 14,901 Non-Current Assets
YoY gr. (%) 14.8 1.0 45 13.7
Cost of Goods Sold 8,497 8,586 9,176 10,207 Gross Block 4,005 4,854 5,659 6,464
Gross Profit 3,913 3,953 3,932 4,694 Tangibles 3,940 4,809 5,609 6,409
Margin (%) 315 315 30.0 31.5 Intangibles 65 46 50 55
Employee Cost 1,243 1,339 1,438 1,576
Other Expenses 725 741 747 820 Acc: Dep / Amortization 536 624 856 1,120
Tangibles 501 624 856 1,120
EBITDA 1,945 1,872 1,747 2,298 Intangibles 35 - - -
YoY gr. (%) 11.3 3.7) (6.7) 315
Margin (%) 15.7 14.9 13.3 15.4 Net fixed assets 3,469 4,231 4,803 5,344
Tangibles 3,439 4,185 4,753 5,289
Depreciation and Amortization 153 190 232 265 Intangibles 30 46 50 55
EBIT 1,792 1,683 1,516 2,033 Capital Work In Progress 611 161 209 271
Margin (%) 14.4 13.4 11.6 13.6 Goodwill - - - -
Non-Current Investments 11 65 365 965
Net Interest 18 15 16 25 Net Deferred tax assets (56) (78) (81) (84)
Other Income 72 72 104 116 Other Non-Current Assets 272 287 267 287
Profit Before Tax 1,845 1,740 1,604 2,124 Current Assets
Margin (%) 14.9 13.9 12.2 14.3 Investments 321 880 1,056 1,267
Inventories - - - -
Total Tax 453 451 404 535 Trade receivables 2,115 2,318 2,227 2,450
Effective tax rate (%) 245 25.9 25.2 25.2 Cash & Bank Balance 164 166 116 314
Other Current Assets - - - -
Profit after tax 1,393 1,289 1,201 1,590 Total Assets 7,350 8,504 9,489 11,394
Minority interest - - - -
Share Profit from Associate - - - - Equity
Equity Share Capital 77 77 77 77
Adjusted PAT 1,393 1,289 1,201 1,590 Other Equity 5,887 6,963 7,857 9,140
YoY gr. (%) 8.1 (7.5) (6.8) 32.4 Total Networth 5,964 7,040 7,934 9,217
Margin (%) 11.2 10.3 9.2 10.7
Extra Ord. Income / (Exp) - - - - Non-Current Liabilities
Long Term borrowings 7 30 6 6
Reported PAT 1,393 1,289 1,201 1,590 Provisions - - - -
YoY gr. (%) 8.1 (7.5) (6.8) 324 Other non current liabilities 38 39 53 62
Margin (%) 11.2 10.3 9.2 10.7
Current Liabilities
Other Comprehensive Income - - - - ST Debt / Current of LT Debt - - - -
Total Comprehensive Income 1,393 1,289 1,201 1,590 Trade payables 884 917 934 1,061
Equity Shares O/s (m) 38 38 38 38 Other current liabilities 351 344 405 464
EPS (Rs) 36.4 33.6 31.3 415 Total Equity & Liabilities 7,350 8,504 9,469 10,951
Source: Company Data, PL Research Source: Company Data, PL Research
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Cash Flow (Rs m) Key Financial Metrics
Y/e Mar FY23 FY24 FY25E FY26E Y/e Mar FY23 FY24 FY25E FY26E
PBT 1,845 1,740 1,604 2,124 Per Share(Rs)
Add. Depreciation 153 190 232 265 EPS 36.4 33.6 31.3 415
Add. Interest 18 15 16 25 CEPS 40.4 38.5 37.4 48.4
Less Financial Other Income 72 72 104 116 BVPS 155.7 183.6 206.9 240.3
Add. Other (12) ®) - - FCF 10.6 23.4 20.0 25.9
Op. profit before WC changes 2,005 1,936 1,852 2,415 DPS 8.0 8.0 8.0 8.0
Net Changes-WC (107) (176) 120 (86) Return Ratio(%)
Direct tax (430) (402) (404) (535) RoCE 31.6 25.8 20.2 23.7
Net cash from Op. activities 1,468 1,358 1,568 1,793 ROIC 26.6 23.2 18.2 22.1
Capital expenditures (1,058) (458) (800) (800) RoE 24.6 19.8 16.0 18.5
Interest / Dividend Income 48 41 - - Balance Sheet
Others 357 (667) (459) (799) Net Debt : Equity (x) 0.1) 0.2) 0.2) (0.2)
Net Cash from Invt. activities (653)  (1,083)  (1,259)  (1,599) Net Working Capital (Days) 36 41 36 34
Issue of share cap. / premium (509) 22 - - Valuation(x)
Debt changes 3) 22 (24) - PER 30.9 33.4 35.9 27.1
Dividend paid (307) (307) (307) (307) P/B 7.2 6.1 5.4 4.7
Interest paid (18) (15) 1) 1) PICEPS 27.8 29.2 30.1 23.2
Others - - (236) 8 EV/EBITDA 21.9 22.5 24.0 18.1
Net cash from Fin. activities (837) (278) (567) (300) EV/Sales 3.4 3.4 3.2 2.8
Net change in cash (22) ) (257) (106) Dividend Yield (%) 0.7 0.7 0.7 0.7
Free Cash Flow 405 897 768 993 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m) Key Operating Metrics
Y/e Mar Q2FY24 Q3FY24 Q4FY24 QI1FY25 Y/e Mar Fy23 Fy24 FY25E FY26E
I 3.200 3.119 3171 2.930 Revenue/Tonne 12,498 12,538 12,726 12,917

YoY gr. (%) 3.3 0.8) (2.8) (3.9 Revenue/Kg 1 13 13 13
Raw Material Expenses 2,183 2,143 2,170 2,089 EBITDA/Tonne 1,959 1872 1,607 1,002
(SIBSSFOl 1017 976 1.001 84l Source: Company Data, PL Research

Margin (%) 31.8 31.3 31.6 28.7
EBITDA 505 456 448 335

YoY gr. (%) (2.0) (1.1) (17.2) (27.7)

Margin (%) 15.8 14.6 14.1 11.4
Depreciation / Depletion a7 48 49 51
EBIT 457 408 400 285

Margin (%) 14.3 13.1 12.6 9.7
Net Interest 4 3 4 3
Other Income 18 20 19 23
Profit before Tax 472 424 415 305

Margin (%) 14.7 13.6 13.1 10.4
Total Tax 116 103 99 74

Effective tax rate (%) 24.5 24.2 23.9 24.1
Profit after Tax 356 322 316 231
Minority interest - - - -
Share Profit from Associates - - - -
Adjusted PAT 356 322 316 231

YoY gr. (%) (5.8) 0.5 (17.8) (28.5)

Margin (%) 11.1 10.3 10.0 7.9
Extra Ord. Income / (Exp) - - - -
Reported PAT 356 322 316 231

YoY gr. (%) (5.8) 0.5 (17.8) (28.5)
Margin (%) 11.1 10.3 10.0 7.9
Other Comprehensive Income - - - -
Total Comprehensive Income 356 322 316 231
Avg. Shares O/s (m) 38 38 38 38
EPS (Rs) 9.3 8.4 8.3 6.0
Source: Company Data, PL Research
August 13, 2024 6



IL TCI Express
Price Chart Recommendation History

(Rs)
No. Date Rating TP (Rs.) Share Price (Rs.)
2525 1 05-Jul-24  BUY 1,410 1,248
2144 2 25-Jun-24 BUY 1,410 1,157
3 11-May-24 BUY 1,410 1,105
1763
4 12-Apr-24  BUY 1,430 1,105
1381
1000 :
d q N Q & N 3
f=2} el j=2 .!IJ j=2} Qo f=2
2 i 2 & 2 & 2
Analyst Coverage Universe
Sr. No. Company Name Rating TP (Rs) Share Price (Rs)
1 Delhivery Accumulate 450 416
2 Mahindra Logistics Accumulate 508 520
3 TCI Express BUY 1,410 1,248

PL’s Recommendation Nomenclature (Absolute Performance)

Buy  >15%
Accumulate : 5% to 15%
Hold : +5% to -5%
Reduce : -5% to -15%
Sell T <-15%
Not Rated (NR) :No specific call on the stock
Under Review (UR) : Rating likely to change shortly
August 13, 2024 7
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Harshal Mehta- M.Tech (Bio Tech), PGDM Finance, Mr. Het Patel- CA Research Analysts, authors and the names 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.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHO00000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have 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

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

It is confirmed that Mr. Harshal Mehta- M.Tech (Bio Tech), PGDM Finance, Mr. Het Patel- CA Research Analysts 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.

The Research analysts 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.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are 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.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company 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 or act as an
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., 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 Prabhudas Lilladher Pvt. Ltd. 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, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209
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