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Q4FY23 Result Highlights Important Statistics
> QA4FY23 performance impacted by shifting of revenues and deferral of MCAP ( bn) 65.3
orders — Cochin Shipyard Ltd (CSL) reported ¥5.77bn in revenues, down ~52.4% 52week H/L (%) 687/296
YoY & 8.5% QoQ due to limited order backlog under execution (timing mismatch) NSE Code COCHINSHIP
in FY23, the reversal of ¥2.8bn of revenues booked in 9MFY23 and some more in BSE Code 540678

Q4FY23 further into FY24 and a deferral in start of orders won in the fag-end of
FY22. Deferral/shift of execution in ship-building also led to deferral/shift of
profitability into future years. The revenue recognition pattern changed in

Shareholding pattern _Mar’'23 (%)

Dec’24, is expected to generate around X2.5bn in the initial 24 months and

h Source: Company, Way2Wealth
increase to ¥5-6bn after two years

Q4FY23, leading to lower shipbuilding segment revenue at ¥4.37bn, down 54.5% Promoters 72.9
YoY and 3.5% QoQ. The shipbuilding contract price is split into two parts by the II;IIII gg
company - the hull and platform. The change in recognition happened in Q4FY23 Public & Others 17’ 0
where revenue recognition from the hull part has been lowered and carried -
forward into the platform part, which can be seen in Q1FY24, having most of the (T mn)
ship building contracts finishing around the current quarter. Also, the lower |particulars FY20 FY21 FY22
revenue is further explained by the low order backlog booked until Dec’22, given "Net Revenue 34,194 28,189 31,900 2
ship-building typically takes 11-14 months for order completion. However, order = EBITDA 7,088 7,198 6,305
backlog, at ¥214bn is robust with Defence at ¥175bn, (2) Commercial-Domestic at  EBITDA Margin 20.7 255 19.8 N
Z13bn, (3) Commercial-Exports at ¥24bn and (4) Subsidiaries at ¥3bn. The (%) 2
management views I48bn in the RFP stage, which includes 42bn Next NetProfit 6,377 6,102 5,866 r—
. ! EPS (%) 48.5 46.4 446 —e
Generation Offshore Patrol Vessels (NGOPV). All put together, CSL sees 393 bn in DPS (3) 15 15.5 16.8 Q
immediate opportunity, which can be contested by five shipyards in the country.  RoE (%) 18.1 15.6 14.1 =5
The company declared final dividend of ¥3/- per share (F.V %10/-) including  RoCE (%) 14.4 19.6 16.6 5—'
interim dividends of ¥14/- per share. P/E (x) 10.2 10.7 11.1 ()
. L L . EV/EBITDA (x) 7.1 7.1 6.5 c
> Competition picking up at high discounts of 20% in ship repair segment p/Bv (x) 1.8 1.6 1.5 wn
— Few projects from ONGC, which were expected by the company, given its (0]
expertise in the segment, was won by the competitors who have priced a |particulars FY23P FY24E FY25E 1
minimum 20% lower than the company. Also, one of the large naval projects in “Net Revenue 23305 36198 49,072 >
Mumbai undertaken by the company had seen a set of difficulties and did not go EBITDA 2,651 5,207 6,398
exactly as it envisaged. Yet, the outlook for FY24 largely remains good at ¥9bn  FBITDA Margin 114 144 141 g
with large projects lined up from the Navy, an MoU between Lakshadweep and (%) —
Cochin Shipyard, which expired in the past yet returned in the order backlog for gpest (';';°f't 3’2?’;2 4’3?8 5;1529; %
FY24. DPS (3) 17.0 18.0 200 . v)
> In the ship repair segment, CSL is coming up with a new large dry dock and an ROE (%) 7.6 98 121 D
international ship repair facility, which is being executed by Larsen & Toubro as a s;’é:'(fxg %) 132 12; Hg ;
turnkey contractor; its big crane would be from Hyundai Korea. The project, gy egiTpa(x) 97 40 28 O
Phase — I is expected to be completed by Dec’23 with full commissioning by p/Bv (x) 15 14 13 2
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<
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> Lease contract cost recognition considered from effective
environmental clearance date — The lease contracts that the company had

undertaken were capitalised in entirety for FY23: these were again recognized I m I l }‘
with an effective date starting from the environmental clearance date, leading to ;-‘;,:{;',‘3'«' oy \ Al sl AR
a one-off expenditure of ¥620 mn in other income for Q4FY23. v il \’"""‘f"""‘ '

> Capital outlay to generate incremental revenue and allow adoption
technologically — CSL is proceeding with the construction of India’s first
hydrogen fuel cell vessel, which is still not financially conclusive at the moment,
but would allow the company to be among the leaders in this technology. This is
done through a partnership with a tech company in India to develop the fuel cell,
moving forward with an innovative startup, maritime startup fund, implemented Source: Company, Way2Wealth
through IIT Madras and Indian Institute of Management Kozhikode. The project is
expected to be completed by Sep'24, with pilot trails expected to be initiated in
the backwaters of Cochin.
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> Looking at healthy order growth from Europe — CSL believes that the
current Commercial Exports order book of ¥24bn is expected to grow to Z60bn in
the next 2-3 years, which is attributable to the recent Commissioning Service
Operation Vessels (CSOV) contracts and zero emission feeder container vessels,
which the company took part of, is an emerging space. A possibility for
replacement of 2,000 to 2,500 vessels in Europe, in the next 10 years, at the
backdrop of green energy transition and regulations Europe is undergoing at the
moment.

> Fast-growing European green vessel market may yield 20% business
share — CSL stated that it is well-placed from the perspective of the growing
European market for short-sea green vessels. Against about 50 vessels in all
supplied to Western Europe over the past two decades by CSL, it shared
replacement opportunity of 2,000-2,500 vessels in Europe over the next decade.
The changing regulatory environment would make the dominant share of share
replacements to happen for green vessels. The company has recently received
good references in this area (autonomous vessels supplied to the leading grocery
chain in Norway) and has long-standing relationships with more than 100
customers in Europe for short-sea vessels. Such commercial businesses from
Europe account for ~12% of the backlog (negligible share of revenues) and CSL
expects this to become 20% of business over time.

> Encouraging regulatory environment for growth — CSL views that the
enhancement of the ship-building financial assistance scheme to 30% for
promotion of green shipping would be largely good for it to get in more orders for
green ships. A new policy, Green Tug Transition, where the ports are to procure
tugs made only in India is also expected to benefit the company. The subsidiary
company Udupi Cochin Shipyard Limited has already secured four contracts from
the Indian private sector, which are to be ultimately deployed in Indian ports.

> INS Vishal (IAC-2) likely to replace INS Vikramaditya, commissioned in
late 2013, would be nearing retirement by the time IAC-2 gets inducted (before
2035). CSL restricted its view to publicly available news on IAC-2. Usually, IAC
requires 4-5 years from Acceptance of Necessity (AoN) to crystallize in a Letter of
Offer and Acceptance (LoA). Thereby, even if India aims to start construction in
2028-assuming seven years for construction and commissioning by 2035-AoN for
INS Vishal should be out in 2023. To put that in context, the French future class
aircraft carrier, PANG, is expected to begin construction by 2025 and aims for full
completion in 2038. India, moreover in the 2035+ era, cannot risk its defence
strategy with one aircraft carrier, as aircraft carriers are known for blocking
operations during long maintenance period.

> China, Pakistan's A2/AD capability pose a serious threat to IAC-2 order
inflow — Anti-access/ area denial (A2/AD) is essentially a multi-layered defensive
strategy that employs long-range ballistic and cruise missiles, attack drones, and
cyber weapons (deployed in coastal areas), warships, submarines, and fast attack
craft to deter enemy carrier operations. To illustrate, US Navy considered China's
evolved A2/AD strategy a serious threat to its fleet of some 11 advanced 100,000-
tonne nuclear-powered aircraft carriers.
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» CSL guided for FY24 around I9bn revenues from its ship repair segment and
Z30bn revenues from its ship-building segment, whereas the EBITDA margins on
the same are expected to be 18-19% for ship repair and 12-13% for ship
building, with a 14-15% overall. The decline in margin is majorly attributable to
the competitive bidding process taking place in the naval projects. International
projects are negotiable, but still largely are competitive, in a broader sense,
international projects are expected to generate higher margins, whereas the ship-
building segment where higher volumes are there, margins are expected to be
12-13%.
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CSL saw very weak Q4FY23 due to deferral and shifting of past execution that would
only boost execution in FY24. The management highlighted healthy order backlog
and strong order pipeline, comforting on execution in FY25. Growing the European
green short-sea vessel market and supportive policy for indigenization in India bode
well for CSL. Such a move to a more balanced Defense: Non-Defense business mix
(60/55%:45/40%) will lead to a power sustainable margin. The %¥240bn order
backlog (9.2x FY23 revenue) should translate into ¥40-50bn revenue in a normal
year. However, Next Generation Missile Vessel (NGMV) is slated to begin in FY25.
Similarly, supply chain issues deterred ASW Corvette execution. Earlier, IAC with a
higher hull led to higher EBIT margin, which is now a thing of the past. Yet CSL aims
for 14-15% in ship-building EBIT margin going forward. Additional big ticket order
wins like IAC-2 or stronger inroads in to dredging and allied verticals should boost
revenue, margins and profitability. Hence, we continue to maintain our
ACCUMULATE stance with the stock trading at P/E 11.7x FY25E EPS of
342.6.
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FINANCIAL PERFORMANCE
(T mn)
Particulars Q4FY23 Q4FY22 YoY(%) Q3FY23 QoQ (%) FY23 FY22 YoY (%)
Revenue 5,770 12,114 (52.4) 6,309 (8.5) 23,305 31,900 (26.9)
EBITDA (662) 2,992  (122.1) 1,539  (143.0) 2,651 6,289 (57.8)
EBITDA Margin (%) (11.5) 24.7  (3617) 244  (3,586) 11.4 19.7 (834)
Net Profit 473 2,841 (83.3) 1,184 (60.0) 3,345 5,866 (43.0)
EPS (%) 3.6 21.6  (1,800) 9.0 (540) 25.4 446  (1,917)
Source: Company, Way2Wealth
SEGMENTAL PERFORMANCE
(Z mn)
Revenue Q4FY23 Q4FY22 YoY (%) Q3FY23 QoQ(%) FY23 FY22 YoY (%)
Ship Building 4,366 9,591 (54.5) 4,523 (3.5) 17,665 25,114 (29.7) 2
Ship Repair 1,404 2,523 (44.4) 1,786 (21.4) 5,640 6,786 (16.9) S
EBIT
Ship Building (878) 2,331 (137.7) 1,158 (175.8) 2,078 5,775 (64.0) 2
% Margin (20.1) 243  (4442) 256  (4572) 11.8 230  (1,123) r.
Ship Repair 209 730 (71.4) 580 (64.0) 955 1205 (20.8) Q0
% Margin 14.9 28.9 (1405) 32.5 (1,759) 16.9 17.8 (83) z
Source: Company, Way2Wealth g
FINANCIALS & VALUATIONS 5
(Zmn) (0]
Particulars FY19 FY20 FY21 FY22 FY23P FY24E FY25E !
Net Revenue 29,622 34,194 28,189 31,900 23,305 36,198 49,072 >
EBITDA 5,717 7,088 7,198 6,289 2,651 5,207 6,898 p
EBITDA Margin (%) 19.3 20.7 25.5 19.7 11.4 14.4 14.1 E
Net Profit 4,812 6,377 6,102 5,866 3,345 4,599 5,597 %
EPS (%) 36.6 48.5 46.4 44.6 25.4 35.0 42.6 o)
DPS (%) 13 15 15.5 16.8 17.0 18.0 20.0 ()
ROE (%) 14.6 18.1 15.6 14.1 7.6 9.8 12.1 P
RoCE (%) 18.6 14.4 19.6 16.6 8.5 10.1 11.9 8
Cash Balances 25,772 21,952 22,089 32,127 46,718 44,823 48,032 ()
FCF (7,322) (2,100) 3,122 11,908 17,226 11,091 9,937 )
P/E (x) 13.6 10.2 10.7 11.1 19.5 14.2 11.7 g
EV/EBITDA(X) 7.4 7.1 7.1 6.5 9.7 4.0 2.8
P/BV (x) 2.0 1.8 1.6 1.5 1.5 1.4 1.3

Source: Company, Way2Wealth
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Disclaimer

Analyst Certification: |, Jayakanth Kasthuri, the research analyst and author of this report, hereby certify that the views expressed in this research report
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation
of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst(s),
principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company (Way2Wealth Brokers
Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.

It is confirmed that Jayakanth Kasthuri, the author of this report has not received any compensation from the companies mentioned in the report in the
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other business.
Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to
engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor appropriate for every
individual and are solely for the informational purposes of the readers. This material does not take into account the specific objectives, financial situation or
needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this research in any way.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Way2Wealth will not treat recipients as
customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may be restricted by the law applicable in the
relevant jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, either express or
implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a particular purpose,
accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions in it. Way2Wealth or any of
its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the
information contained in this report. The recipients of this report should rely on their own investigations. In no event shall Way2Wealth be liable for any
damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not
Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to significant
risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are not limited to:
the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact from an economic
slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political and diplomatic
developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an offer to buy or sell or a
solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of this material may be copied or
duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any reader publish, retransmit,
redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and
employees including persons involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or
otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement Cochin Shipyard Ltd. as on 01 June 2023

>
r
Q
=5
(s
=
©)
c
(72
D
1
>
e
.
(@)
)
al
D
)
w
O
D
(9]
<.
<
D

Name of the Security Cochin Shipyard Ltd.
Name of the analyst Jayakanth Kasthuri
Analysts’ ownership of any stock related to the information NIL

contained

Financial Interest

Analyst : No

Analyst’s Relative : Yes / No No

Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No

Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL

Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent
recommendations to its clients, and would be happy to provide information in response to specific client queries.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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