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Coastal Corp Ltd
After completing AP projects, eyes Odisha

m Coastal Corporation reported weak 4QFY22 results, below our estimate,
because of higher raw material cost.

m Expansion of shrimp processing and solar power plants has been completed
in Andhra Pradesh and they will start contributing from 1QFY23F.

= Retain Add rating with a lower TP of Rs1,637 based on 20x FY24F P/E for the
shrimp processing segment and 10x FY24F P/E for the distillation segment.

Volume growth strong but higher raw material prices play spoilsport
Coastal Corporation Ltd (CCL) posted a weak set of 4QFY22 numbers, below our estimate,
due to lacklustre performance on the trading side. However, the performance on the
processing side was strong with sales at 1,529mt & 6,218mt in 4QFY22 and FY22,
respectively. But the strong volume growth performance did not help as the cost of raw
shrimp rose to ~Rs610kg, up 26% yoy. We expect the situation to normalize with a fall in
prices as supply kicks in during 1QFY23F and there is some pass-through of cost inflation.

Completes expansion projects in Andhra Pradesh

CCL is already running at full capacity its existing processing plants having a capacity of
~6,500mtpa. Post commissioning the per-processing capacity and the Kakinada new
processing plant expansion project, the capacity shoots up to ~20,000mtpa. The solar
power plant has also been commissioned and the benefits from the same would accrue
towards the end of 1QFY22F. With the completion of these projects, a major hurdle has
been overcome by the company. After the completion of Andhra Pradesh projects, all eyes
are on Odisha expansion projects - shrimp processing and distillation.

Reiterate Add rating on the stock

We adjust our PAT estimates by (10.5) % & (0.4)% for FY23F and FY24F, respectively,
after taking into account 4QFY22 performance. We reiterate Add rating on CCL with a
lower target price of Rs1,637, based on 20x FY24F P/E for the shrimp processing business
and 10x FY24F P/E for the distillation business. Although PAT estimate for FY24F has not
changed much, the conversion of warrants will lead the earnings per share or EPS to fall
by 8% in FY24F. Downside risks: Shrimp processing segment - Any drop in demand for
shrimp and shrimp products, and any hindrance in supply of shrimp in domestic market will
cause problems. There is also execution risk as the size of expansion is large and involves
multiple states. However, the risk will reduce substantially once the Kakinada plant
stabilizes. Distillation segment - The price of the end-product is regulated and decided by
oil marketing companies or OMCs, but prices of raw materials like rice and maize are
market-driven. There is also business risk as it's a new business for the company and that
too, in a new state - Odisha.

Financial Summary Mar-20A Mar-21A Mar-22F Mar-23F Mar-24F
Revenue (Rsm) 6,043 4,735 4911 7,817 17,197
Operating EBITDA (Rsm) 400 255 164 689 1,808
Net Profit (Rsm) 341 184 136 423 1,095
Core EPS (Rs) 335 17.7 12.2 36.5 94.5
Core EPS Growth (43.8%) (47.3%) (31.1%) 199.8% 159.0%
FD Core P/E (x) 8.05 15.28 22.17 7.39 2.86
DPS (Rs) 0.0 0.0 2.3 7.3 13.8
Dividend Yield 0.00% 0.00% 0.87% 2.70% 5.13%
EV/EBITDA (x) 8.51 14.53 27.04 8.45 3.27
P/FCFE (x) 365.43 15.69 (9.77) (7.39) 14.46
Net Gearing 45.9% 50.7% 70.2% 95.1% 74.0%
P/BV (x) 1.92 1.64 1.53 1.10 0.83
ROE 26.6% 11.5% 7.1% 17.3% 33.2%
% Change In Core EPS Estimates (0.51%) (0.17%) (0.08%)

InCred Research/Consensus EPS (x)
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Figure 1: Quarterly consolidated summary

Rs m 4QFY22 3QFY22 % QoQ 4QFY21 % YoY
Revenue From Operations 1,264 1,461 -13.5% 1,293 -2.3%
Cost of Goods Sold 971 989 -1.8% 1,019 -4.7%
Employee Expenses 52 46 12.4% 42 22.5%
Other Expenses 322 364 -11.5% 250 28.8%
EBITDA -82 62 NA -18 NA
Depreciation 12 10 20.2% 10 18.5%
EBIT -93 52 NA -28 NA
Other Income 33 39 -15.3% 28 19.9%
Interest Expenses 17 26 -33.8% 5 242.5%
Exceptional Items 0 0 NA 0 NA
Profit Before Tax -77 65 NA -6 NA
Tax Expenses -16 18 NA 7 NA
PAT -62 47 NA -13 NA
Key Ratios 4QFY22 3QFY22 % QoQ 4QFY21 % YoY
EBITDA Margin -6.4% 4.2% -1067bp -1.4% -503bp
EBIT Margin -7.4% 3.5% -1094bp -2.2% -520bp
PBT Margin -6.1% 4.5% -1058bp -0.4% -567bp
PAT Margin -4.9% 3.2% -810bp -1.0% -388bp
Tax Rate NA 27.7% NA NA NA

SOURCES: INCRED RESEARCH, COMPANY REPORTS

Figure 2: Revised earnings estimates

Rsm Old estimates New estimates Change (%)

FY23F FY24F FY23F FY24F FY23F FY24F
Revenue 7,650 16,653 7,817 17,197 2.2% 3.3%
EBITDA 765 1,868 689 1,808 -9.9% -3.2%
EBITDA Margin 10.0% 11.2% 8.8% 10.5% -119bp -71bp
PAT 473 1,099 423 1,095 -10.5% -0.4%
EPS (Rs) 44 103 37 95 -17.5% -8.1%

SOURCES: INCRED RESEARCH, COMPANY REPORTS

Figure 3: One-year forward P/E
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BY THE NUMBERS
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Rolling P/BV (x) (Ihs) ROE (rhs) 12-mth Fwd Rolling FD Core P/E (x) (lhs)
Profit & Loss
(Rs mn) Mar-20A Mar-21A Mar-22F Mar-23F Mar-24F
Total Net Revenues 6,043 4,735 4,911 7,817 17,197
Gross Profit 1,564 1,305 1,700 2,409 5,281
Operating EBITDA 400 255 164 689 1,808
Depreciation And Amortisation (33) (35) (43) (134) (290)
Operating EBIT 367 220 121 555 1,519
Financial Income/(Expense) 80 42 72 17 (39)
Pretax Income/(Loss) from Assoc.
Non-Operating Income/(Expense)
Profit Before Tax (pre-El) 446 261 193 571 1,479
Exceptional Items
Pre-tax Profit 446 261 193 571 1,479
Taxation (106) (77) (58) (149) (385)
Exceptional Income - post-tax
Profit After Tax 341 184 136 423 1,095
Minority Interests
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 341 184 136 423 1,095
Recurring Net Profit 341 184 136 423 1,095
Fully Diluted Recurring Net Profit 341 184 136 423 1,095
Cash Flow
(Rs mn) Mar-20A Mar-21A Mar-22F Mar-23F Mar-24F
EBITDA 400 255 164 689 1,808
Cash Flow from Invt. & Assoc.
Change In Working Capital (112) 131 (122) (808) (1,318)
(Incr)/Decr in Total Provisions
Other Non-Cash (Income)/Expense
Other Operating Cashflow
Net Interest (Paid)/Received 80 42 72 17 (39)
Tax Paid (140) (77) (58) (149) (385)
Cashflow From Operations 227 350 57 (251) 66
Capex (54) (431) (706) (1,372)
Disposals Of FAs/subsidiaries
Acg. Of Subsidiaries/investments
Other Investing Cashflow
Cash Flow From Investing (54) (431) (706) (1,372)
Debt Raised/(repaid) (165) 261 341 1,200 150
Proceeds From Issue Of Shares 95 9
Shares Repurchased
Dividends Paid (37) (27) (85) (160)
Preferred Dividends
Other Financing Cashflow (62) (29) (61) (91) (159)
Cash Flow From Financing (264) 327 263 1,024 (170)
Total Cash Generated (91) 245 (386) (599) (103)
Free Cashflow To Equity 8 179 (308) (423) 216
Free Cashflow To Firm 241 (38) (588) (1,532) 226
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BY THE NUMBERS...cont’d

Balance Sheet

(Rs mn) Mar-20A Mar-21A Mar-22F Mar-23F Mar-24F
Total Cash And Equivalents 460 486 282 225 281
Total Debtors 376 287 395 643 1,135
Inventories 1,033 1,009 1,090 1,499 2,401
Total Other Current Assets 177 319 312 497 790
Total Current Assets 2,045 2,101 2,080 2,863 4,607
Fixed Assets 355 442 444 2,890 2,601
Total Investments 110 118 133 133 133
Intangible Assets
Total Other Non-Current Assets 282 610 1,318 110 110
Total Non-current Assets 746 1,170 1,896 3,134 2,844
Short-term Debt 1,115 1,223 1,468 1,668 1,868
Current Portion of Long-Term Debt
Total Creditors 228 99 159 171 476
Other Current Liabilities
Total Current Liabilities 1,343 1,322 1,627 1,840 2,344
Total Long-term Debt 2 154 251 1,251 1,201
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities 13 26 30 30 30
Total Non-current Liabilities 15 180 281 1,281 1,231
Total Provisions 1 11 22 43 107
Total Liabilities 1,359 1,514 1,930 3,163 3,682
Shareholders Equity 1,432 1,758 2,046 2,834 3,768
Minority Interests
Total Equity 1,432 1,758 2,046 2,834 3,768
Key Ratios

Mar-20A Mar-21A Mar-22F Mar-23F Mar-24F
Revenue Growth (1.9%) (21.6%) 3.7% 59.2% 120.0%
Operating EBITDA Growth (31.6%) (36.2%) (35.6%) 319.4% 162.5%
Operating EBITDA Margin 6.6% 5.4% 3.3% 8.8% 10.5%
Net Cash Per Share (Rs) (64.61) (83.49) (124.09) (232.70) (240.82)
BVPS (Rs) 140.81 164.60 176.68 244.75 325.45
Gross Interest Cover 5.35 5.11 2.00 6.10 9.52
Effective Tax Rate 23.6% 29.5% 29.9% 26.0% 26.0%
Net Dividend Payout Ratio 14.0% 14.8% 10.8%
Accounts Receivables Days 21.09 25.53 25.34 24.22 18.86
Inventory Days 88.86 108.68 119.34 87.38 59.74
Accounts Payables Days 29.09 17.41 14.65 11.14 9.92
ROIC (%) 18.7% 11.0% 4.7% 16.3% 27.8%
ROCE (%) 16.0% 7.7% 3.5% 11.6% 24.1%
Return On Average Assets 13.2% 7.2% 3.3% 11.1% 22.6%
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DISCLAIMER

This report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by Incred Research
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trademark for use in this report.

The term “IRSPL” shall, unless the context otherwise requires, mean IRSPL and its affiliates, subsidiaries and related companies. This report is not
directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject IRSPL and its affiliates/group companies to registration or
licensing requirements within such jurisdictions.

This report is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied,
duplicated, stored or reproduced in any form by any means; or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in
part, for any purpose without the prior written consent of IRSPL.

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.

IRSPL is not required to issue regular reports on the subject matter of this report at any frequency and it may cease to do so or change the
periodicity of reports at any time. IRSPL is not under any obligation to update this report in the event of a material change to the information
contained in this report. IRSPL has not any and will not accept any, obligation to (i) check or ensure that the contents of this report remain current,
reliable or relevant; (i) ensure that the content of this report constitutes all the information a prospective investor may require; (iii) ensure the
adequacy, accuracy, completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group
companies (and their respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any
consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage
thereof.

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market.
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information
disseminated by regulatory information services, other publicly available information and information resulting from our research. Whilst every effort
is made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they
are contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable
indicator of future performance. The value of investments may go down as well as up and those investing may, depending on the investments in
question, lose more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group
companies to any person to buy or sell any investments.

The opinions expressed are based on information which are believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made. (Information barriers and other arrangements may be established where necessary to prevent conflicts of
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of
his/their duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the
foregoing, among other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality,
available on request.

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed
or registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of
India. No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being
made, or intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report.

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.
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activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.
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