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Unprecedented slowdown in extraordinary times

Trade barometers registered unprecedented declines in Apr'20 as manufacturing
activity came to a standstill amid the national lockdown. Major port cargo plunged
21% YoY, with container tonnage plummeting 34% YoY. Market share gains from
road transport stemmed the fall in container rail cargo (-147% YoY). EXIM trade
also fell by a record 59% YoY. With some relaxation in shutdown restrictions, the
month of May is likely to be incrementally better. But trade, and hence logistics

demand, could remain subdued till the outbreak is reasonably contained.
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Container rail traffic declines...: Container rail volumes plunged by a sharp 14%
YoY in Apr'20 as manufacturing operations across India remained in limbo
amidst the national lockdown. Domestic volumes crashed 42% YoY, whereas

EXIM rail container volumes fell by a lower 8%. NTKM declined 23% YoY

following lower volumes and a drop in lead distances (~10% YoY).

...but EXIM share gains stand out: The single-digit fall in rail EXIM container
traffic was a decent showing given the weak trade backdrop. In comparison,
container volumes at major ports saw a far steeper 34% YoY drop in tonnage,
implying market share gains for rail in port container evacuation. With road
transporters reeling under obstacles (driver shortage and movement disruptions),
rail emerged as a more reliable mode of transport, triggering substantial gains.
This may mitigate the impact of the pandemic on volumes for container train

operators — Container Corp and Gateway Distriparks — at least in the short run.

Major port volumes plummet: Cargo traffic at major ports nosedived by an

unprecedented 21% YoY. All ports barring Mormugao (+5% YoY) posted steep
volume declines, led by Chennai (-38%), JNPT (-34%), and Cochin (-34%).
Among commodities, only fertilisers witnessed an uptick (+18% YoY) in volumes.

Container volume shrank by a steep 37% YoY (in TEU terms) as major ports —
IJNPT (-37%) and Chennai (-42%) - reported a slump in traffic.

Sharp contraction in EXIM trade: Global and domestic supply chain disruptions
and lower demand translated into a 59% YoY decline in merchandise EXIM
trade. Core exports/imports (non-oil, non-gold) plunged 54%/52% YoY.

May to be a better month: Easing of restrictions in India and many countries
globally would aid trade in May. Truck utilisation is also improving. We could see

a broad-based recovery in Q4FY21if the pandemic is reasonably contained.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda

Important disclosures, including any required research certifications, are provided at the end of this report.
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EXIM rail container volumes
slowed far less than major port
container tonnage, implying

sharp market share gains
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Logistics demand barometers - Apr'19
Container rail traffic
Market share gains from road may soften pandemic impact

= As per data published by the Indian Railways (IR), container rail volumes
declined by 14.3% YoY to 4.1mn tonnes in Apr'20 vs. a decline of 11.4% YoY
in Mar’20.

= EXIM rail container traffic declined by 7.9% YoY. Given the weak economic
backdrop and plunging EXIM trade, this single-digit drop comes as a positive
surprise. [t was also much lower than the 34% YoY fall in container cargo at
major ports (tonnage terms), indicating substantial market share gains for rail.
Our industry interactions show that rail emerged as a more viable alternative
for most exporters and importers, as road transporters faced obstacles during

the nationwide shutdown.

= Thisis the seventh consecutive month where EXIM rail container traffic has
outpaced container cargo movement at major ports, indicating a sustained
shift from road to rail transport amidst first the economic slowdown and then

the lockdown.

= Domestic rail container volumes plummeted 41.8% YoY (=21% in Mar'20) as
most economic activity ground to a halt for the entire month of April under

the nationwide lockdown.

= We believe market share gains from road could aid the volumes of container
rail operators — Container Corp and Gateway Distriparks — and cushion the

impact of Covid-19.

FIG1- CONTAINER RAIL VOLUMES DECLINED 14.3% YOY IN APR’20

(mn tonnes) mmm Originating volume - Total  ==0==Y0Y growth (R) (%)
6 - - 15
5.3 54 53 54
48 5.1 50 50 48 5.2 5.1 49
5 - 10
4 L5
)
3
)
2 - (10)
1 - (5)
0 - (20)

May-19
Jun-19
Jul-19
Aug-19
Sep-19
Oct-19
Nov-19
Dec-19
Jan-20
Feb-20
Mar-20
Apr-20

(o)}

=
L
a

<

Source: Indian Railways, BOBCAPS Research
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FIG 2 - EXIM VOLUMES CONTRACTED 7.9% YOY FIG 3 - DOMESTIC VOLUMES NOSEDIVED 41.8% YOY
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Plunge in volumes, lead distance catalysed sharp drop in NTKM
Lead distances plunged 9.6% = Lead distance nosedived 9.6% YoY, the steepest fall in many months, to
YoY, dragging NTKMs down 785km. Domestic lead inched up marginally by 0.5% YoY, but EXIM lead
23% distance contracted 8.8% YoY to 727km as it replaced road even for short-

haul cargo.

= Asharp contraction in both volumes and lead distances dragged NTKM down
by 22.5% YoY. Domestic/EXIM NTKM declined 42%/16% YoY.

FIG 4 - LEAD DISTANCES FOR IR CONTAINER TRAFFIC

(km) Apr-19  May-19  Jun-19  Jul-19  Aug-19  Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20
Domestic lead distance 1,177 1,275 1,166 1,050 1,287 1,169 1,232 1,198 1,225 1,225 1,245 1,220 1,183
YoY growth (%) @7 41 6.6) (159 0.8 (4.8) B4 (5.2 B4 39 (1.8) 4.5 0.5
EXIM lead distance 797 779 m 814 782 774 757 750 749 773 768 773 727
YoY growth (%) (0.4 (X)) Q.2 6.4 0.1 (2.3) 67 4.9 4.2) (6.3) a7 29 (8.8)
Total lead distance 868 866 848 861 868 846 841 835 841 864 864 856 785
YoY growth (%) amn (X)) (4.0 0.8 (0.8) (3.2 6.9 (5.6) (3.8) (2.6 (1.5) 4.4 (9.6)

Source: Indian Railways, BOBCAPS Research

FIG5 - NTKM DECLINED SHARPLY BY 22.5% YOY
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Cargo at major ports

nosedived 21% YoY in Apr'20
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Cargo volumes plunge on domestic lockdown, global trade disruptions

Overall cargo traffic at major ports plunged 21% YoY in Apr'’20 to 47.4mn
tonnes, after a 5% YoY drop in Mar’20.

All major ports barring Mormugao (+5.4% YoY) reported volume declines.
Chennai witnessed the sharpest plunge (-38.2% YoY), followed by JNPT
(-34%), Cochin (-33.7%), and Ennore (-30%).

Among commodities, only fertilisers (finished and raw) remained in positive
territory with 18.5% YoY growth. Thermal coal (=30.5% YoY), coking coal
(=171%), POL (=14.1%), iron ore (=11.3%), and others (-15%) all reported

volume declines.

Container volumes at major ports crashed 37% YoY to 5.4mn TEUs. Al
notable container ports registered sharp decreases, led by Kandla (-48.6%
YoY), Cochin (-48.0%) and Tuticorin (-42.4%). The two largest container
ports JNPT (-36.6%) and Chennai (-42.3%) both reported steep volume
contraction. Ennore was the only port to record an increase in container

volumes handled (+54% YoY), albeit from a lower base.

With some relaxation in lockdown stipulations from early May (possibly more
from 18 May), manufacturing activity has gained some traction. This may lead
to higher import volumes. Gradual opening up of other economies could also
give a leg-up to exports — industry sources highlight potential for sequential
improvement in export volumes for May after an abysmal April. Hence, major

port volumes are also expected to be a bit better in May.

FIG 6 - CARGO VOLUMES AT MAJOR PORTS

(000 tonnes) Apr-20 Apr-19 YoY (%) Mar-20 MoM (%)
Chennai 2,441 3,948 (38.2) 3,584 (31.9)
Cochin 1,874 2,828 (337 3,162 407
Ennore 2,083 2,977 (30.0) 2,758 24.5)
JNPT 3,956 5,991 (34.0) 6,068 (34.8)
Kandla 8,674 11,301 232 171,136 221
Kolkata 3,652 4,968 (26.5) 5,428 (327
Mormugao 1,559 1,479 5.4 1,289 209
Mumbai 4,088 5,001 (18.3) 4,317 (5.3)
New Mangalore 3,225 3,267 (13) 4,847 (33.5)
Paradip 8,564 9,552 (10.3) 10,062 (14.9)
Tuticorin 2,297 3,084 (25.5) 3,230 28.9)
Vizag 5,009 5,690 (12.0) 5,986 (16.3)
Total major ports 47,422 60,086 1.0 61,867 (23.3)

Source: Indian Ports Association, BOBCAPS Research
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FIG7 - COMMODITY-WISE VOLUMES AT MAJOR PORTS
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(000 tonnes) Apr-20 Apr-19 YoY (%) Mar-20 MoM (%)
Coal - Coking 4,275 5,155 a7z.n 5,054 (15.4)
Coal - Thermal 7,843 1,279 (30.5) 9,934 (21.0)
Containers - Tonnage 8,306 12,545 (33.8) 12,184 (31.8)
Fertilisers - Finished & raw 884 746 18.5 635 39.2
Iron ore 3,376 3,808 mM.3) 5,008 (32.6)
POL 16,321 19,002 a4.m 20,288 (19.6)
Others 6,417 7,551 (15.0) 8,764 (26.8)
Total major ports 47,422 60,086 (21.1) 61,867 (23.3)
Source: Indian Ports Association, BOBCAPS Research

FIG 8 - CONTAINER TRAFFIC AT MAJOR PORTS

(°000 teu) Apr-20 Apr-19 YoY (%) Mar-20 MoM (%)
Chennai 71 123 (42.3) 98 (27.6)
Cochin 26 50 (48.0) 52 (50.0)
Ennore 17 1 54.5 " 545
JINPT 284 448 (36.6) 410 (307
Kandla 19 37 (48.6) 40 (52.5)
Kolkata 44 66 (33.3) 55 (20.0)
Mormugao 1 3 (66.7) 3 (66.7)
Mumbai 2 3 (33.3) 1 100.0
New Mangalore 4 n (63.6) 16 (75.0)
Paradip 1 1 - 2 (50.0)
Tuticorin 38 66 (42.4) 68 440
Vizag 35 41 (14.6) 38 7.9)
Total major ports 542 860 (37.0) 794 (31.7)

Core exports/imports shrank

54%/52% YoY in Apr’20

EQUITY RESEARCH

Source: Indian Ports Association, BOBCAPS Research

Abysmal April - Worst month on record

= Afterasharp fall in Mar’20 (-31% YoY), EXIM merchandise trade hit new
lows, declining 59% YoY in US dollar terms due to the double whammy of

lower global demand and domestic manufacturing disruptions amid Covid-19.

= Exports plummeted 60% YoY in Apr'’20 after a 34% drop in Mar’20. This

sharp decline is attributed to supply chain and demand shocks across the

globe due to the pandemic, translating into cancellation of orders. Core

exports (non-oil, non-gold) decreased 54% YoY. Barring iron ore (+17.5%

YoY) and pharma (+0.3%), all commodities reported steep declines, led by
leather products (-93.3%), handicrafts (-91.9%), carpet (-91.7%) and

readymade garments (-91%).
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= Total imports fell 59% YoY to US$ 17.1bn while core imports were down
52% YoY. Electronic goods (-63% YoY) and machinery (=54% YoY)
reported the sharpest drop.

FIG9 - EXIM TRADE TREND

(US$ bn) Apr-19  May-19  Jun-19  Jul-19  Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-19 Mar-19 Apr-20
Total EXIM trade 67.5 753 65.3 66.1 65.7 62.9 63.8 64.1 66.0 67.1 65/2 52.6 27.5
YoY growth (%) 29 41 (9.3) 6.8  10.6) (11.0)  (10.6) 810 (6.0 ((R)) 27 (312)  (59.3)
Total exports 26.1 30.0 25.0 26.3 26.1 26.0 26.4 26.0 27.4 26.0 27.7 214 10.4
YoY growth (%) 0.6 39 ©.7N 22 6.0) (6.6) an (0.3 (1.8 a7 29 (342) (60.3)
Non-oil, non-gold exports 19.5 214 19.2 19.7 19.6 19.0 19.0 19.3 211 19.8 21.2 16.9 9.1
YoY growth (%) (1.3) 74 (4.9 5.2 (5.6 (4.2) 0.6 4.1 (0.9 (0.8) 62 (3420 (5359
Total imports 4.4 454 40.3 39.8 39.6 36.9 37.4 38.1 38.6 M. 37.5 31.2 171
YoY growth (%) 4.5 4.3 ©on o4 034 038 163) 2.7 (8.8) (0.8) 25 (@87 (58.6)
Non-oil, non-gold imports 26.1 28.3 26.6 28.5 27.3 26.6 25.9 241 25.5 26.6 243 19.9 12.5
YoY growth (%) Q2 (0.7 .0 22 (8.2) (8.9 (10n 2.0 (12.2) 4.7 03 (305 (522

Source: Ministry of Commerce and Industry, BOBCAPS Research

Industrial output shrinks by record 17% YoY

* Industry output declined by a record 16.7% YoY in Mar'20 vis-a-vis 4.6%
expansion in Feb’20.

= Manufacturing output contracted 20.6% YoY in Mar’20 (+3.1% in Feb’20) as
most manufacturing facilities remained shut due to the lockdown. Within
manufacturing, capital goods (-35.6% YoY), consumer goods (~33.1%) and

infrastructure/construction goods (~23.8%) witnessed the steepest declines.

EQUITY RESEARCH 6 15 May 2020



LOGISTICS /&3 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

Disclaimer

Recommendations and Absolute returns (%) over 12 months

BUY - Expected return >+15%
ADD - Expected return from >+5% to +15%
REDUCE - Expected return from -5% to +5%

SELL - Expected return <-5%

Note: Recommendation structure changed with effect from 1January 2018 (Hold rating discontinued and replaced by Add / Reduce)

Rating distribution

As of 30 April 2020, out of 91 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 57 have BUY ratings, 17 have ADD ratings, 9 are
rated REDUCE, 7 are rated SELL and 1is UNDER REVIEW. None of these companies have been investment banking clients in the last 12 months.

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about the
subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific

recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOBCAPS.

General disclaimers

BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited
and BSE Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries

engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPSs activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INHOO0000040 valid till
03 February 2020. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated
20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of
any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory

board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions 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. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not 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. We are not soliciting any action based on this material. It is for the general information of BOBCAPS's clients. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this

material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable for all
investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such.
Obpinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed in

this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” or
“short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or dispose
of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of companies discussed
in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment

banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.
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For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of

the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse
effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign
currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood the

Risk disclosure document before entering into any derivative transactions.

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed

in Canada or used by private customers in the United Kingdom.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date of

publication of this report.

The research analyst(s) has not received any compensation from the subject company in the past 12 months. Compensation of the research analyst(s) is not based on

any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.

The research analyst(s) has not served as an officer, director or employee of the subject company.

BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS's associates may hold actual / beneficial ownership of one per cent or more

securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject

company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in respect
of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a merger or
specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant banking or

brokerage services from the subject company in the past 12 months.
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