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State border controls impact supply chain… 

According to our conversation with various managements of logistics 

companies in our coverage universe, the adverse ground situation due to 

Covid-19 led lockdown has brought the logistics business to a halt (only 

supply of essential commodities is being allowed). This is expected to 

continue till further clarity and coordination emerges between the Centre 

and various state governments (e.g. relaxation of the supply chain 

movement between state borders). On the positive side, if China emerges 

strongly from the infection and ramps up its container ports, it would lead 

to an unclogging of the global supply chain (as containers remain stranded 

at Chinese ports due to unavailability of staff, equipment and slower 

shipping movements) and improvement in the Exim trade (positive for 

players like Concor and various ports). We build in a base case scenario of 

a disruption of two months to our coverage universe and then expect the 

situation to slowly improve, going forward. However, risks remain on Covid-

19 spreading unabated beyond the base case (leading to increased working 

capital and deferred capex plans including the impact on future volume 

growth) along with a slowdown in Exim trade in western countries, which 

can further impact our base case assumptions. 

Key pointers to our conversation with managements of some players in our 

coverage universe (TCI Express, TCI, BlueDart express, Mahindra Logistics): 

 While business had continued as usual till last week, events ensuing 

post Janata curfew have been detrimental to freight movement 

 Vehicles are being halted at various checkpoints, leading to a 

challenge towards optimisation of available resources and delivery 

timing 

 Few companies are resorting to transport of essential products like 

pharmaceutical products while others have largely halted the 

trucking movement 

 Some segments like e-commerce and consumption were bucking 

the trend till last week and showing increased sales (due to 

upstocking of products and restricted movements leading to 

preference for doorstep delivery). However, with the continued 

ambiguity (different circulars) and miscommunication between 

various state governments, the segment was also impacted (due to 

lower staff and vendor closure), despite burgeoning demand 

 Sorting centres and warehouses are operating at excess capacities 

due to lowered volumes 

Valuation & Outlook 

The managements remain cautiously optimistic and are actively monitoring 

the constantly changing environment. Although the auto sector continues to 

remain impacted (the biggest pie of 3pl segment), the companies are seeing 

greater opportunities in the e-commerce and consumption sector, leading 

to a favourable product mix and greater role of warehousing (amid required 

clarity and coordination on its inter-state unhindered movement). However, 

overall volumes moved remain low. We build in disruption for two months 

into our estimates. We believe that an efficient supply chain and movement 

of goods remains crucially important for the Government of India at this 

juncture. With greater clarity and communication between states, the logjam 

would be resolved. Technology backed organised players could, thus, be a 

beneficiary of the changed industry dynamics post the disruption. 

 

 

  

 

 

 

 

Recommend BUY on organised technology backed 

logistics players in our universe, mainly due to 

attractive valuations. We have BUY on CONCOR, 

Mahindra Logistics, TCI Express, TCI, BlueDart and 

Gujarat Pipavav 
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Key pointers (continued…) 

 The supply side (truck providers) are also feeling the heat of the 

situation due to shortage of drivers (moving towards hometown). 

However, with the lowered sales, logistics companies still have 

ample availability of trucks and drivers 

 Freight forwarding operations had started to feel the impact of 

Covid-19 from February onwards due to the slowdown in Exim trade 

and increased lower sulphur marine fuel prices (IMO compliance). 

While the Exim slowdown continues, fuel prices have steadily 

declined (bringing about a certain relief) 

 Companies are currently functioning with minimal staff at their 

offices and headquarters 

 Shipping, transportation and ancillary activities like road/rail 

movement towards port have been declared as essential services 

 

Exhibit 1: Logistics coverage universe summary 

L o g is tics  

co m p an ie s

C MP C h an g e Ratin g
Up s id e / 

Do wn s id e

Re m ark s

O ld Ne w O ld Ne w

Conta iner 

Corporation of  

India

270 32.7 29.9 -8.6% 660 360 Buy 33.3%

Near and medium term headw inds include

s low dow n in EXIM trade (FY 21E/FY 22E volume

es timates low ered by 6% ), higher competition

f rom road players (low er crude prices ) and an

expected payout in the range of ~8000-17000

crore to buy ICDs f rom Indian Railw ays (currently

not factored in). How ever, an improved

sentiments due to DFC connectiv ity (G ujarat ports

expected to be connected by H2FY 21E) and a

new private s trategic promoter is not captured by

the current market price 

Mahindra Logis tics 200 16.0 12.5 -21.9% 480 270 Buy 35.0%

Continued s low dow n in the auto sector (~65 of

the revenue mix) and MLL parent M&M ltd (~54%

of the revenue mix), has impacted inbound,

outbound and in-factory leg of 3PL players .

How ever, the company continues to gain

momentum in the w arehous ing segment (~25% of

the SCM segment), leading to an improvement in

the overa ll product mix (w hich s tands to benef it

the company in the long term)

TCI Express 600 36.6 35.3 -3.6% 1020 850 Buy 41.7%

Segments expected to be impacted the mos t due

to the current coronav irus cris is inc lude MSME

sector w hich cons titutes ~50% of the TCI

express pie. In the medium to long term, TCI

express continues to remain a key benef ic iary

due to the formalisation of  the Indian economy.

TCI 158 22.6* 24.9* -9.2% 330 200 Buy 26.6%

High margin SCS segment continues to remain

impacted due to auto s low dow n. FTL and

Shipping segment impacted in the near term due

to the expected G DP s low dow n

Bluedart 2100 72.2 59.3 -17.9% 3200 2500 Buy 19.0%

Low er air and surface volumes w ould negate the

cos t optimisation and employee rationalisation

initiative by the management in the near term

G ujarat Pipavav 60 8.5 7.7 -9.4% 105 70 Buy 16.7%

Impacted due to EXIM trade s low dow n esp to Far

Eas t. A lthough FCF yie ld continues to s tay very

attractive

T arg e tFY22E EPS 

 

Source: Company, ICICI Direct Research, *FY21E estimates 
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TCI Express price chart 
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Concor price chart 

0

100

200

300

400

500

600

700

0

4000

8000

12000

16000

20000

Aug-11 Aug-13 Aug-15 Aug-17 Aug-19

BSE 500 Index CONCOR (RHS)

 

Mahindra Logistics price chart 

0

100

200

300

400

500

600

700

0

4000

8000

12000

16000

20000

Nov-17 Nov-18 Nov-19

BSE 500 Index Mahindra Log (RHS)

 

Gujarat Pipavav price chart 
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TCI price chart 
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BlueDart price chart 
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RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorises them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined as 

the analysts' valuation for a stock 

 

Buy: >15%; 

Hold: -5% to 15%; 

Reduce: -5% to -15%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 
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Mumbai – 400 093 
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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. It is also confirmed that above 

mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in 

the report 

Terms & conditions and other disclosures: 

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a Sebi registered 

Research Analyst with SEBI Registration Number – INH000000990. ICICI Securities Limited Sebi Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank 

and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on 

www.icicibank.com  

 

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship 

with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the 

securities or derivatives of any companies that the analysts cover.  

 

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as 

such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports. 

 

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  

 

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. 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 Research. 

 

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected 

recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would 

endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI 

Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in 

circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  

 

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein 

is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers 

simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting 

and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who 

must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. 

The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities 

whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks 

associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.  

 

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

 

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-

managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.  

 

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other 

benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of 

interest at the time of publication of this report.  

 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

 

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of 

the research report.  

 

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this 

report.  

 

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.  

 

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.  

 

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.  

 

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 ICICI Securities and affiliates 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. 

 


