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11th Oct, 2023

Current Market Price (CMP)
₹ 88.98

Target Price
₹102

Lancer Containers Lines Ltd. 

Recommendation

We recommend entry at ₹85-87 range. Our price target of ₹102 offers upside of approximately
20% from current levels

Company Profile

• Lancer Container Lines Ltd is a logistics company engaged in providing coastal water transport services of
intermodal containers by container ships. The group provides logistic services such as non-vessel-
operating common carrier, freight forwarding, container trading and leasing and container yard. The
organization provides the services on a global basis. The company operates only in one segment namely
Non Vessel Owners Operating Carrier (NVOCC) providing services to Asia, Africa, Latam (Latin America),
and CIS countries. It also offers shipping and shipping-related services like project & freight forwarding,
container trading & leading services.

BUY

Rationale

• Lancer Containers Lines (LCL) shares have delivered whopping return to its shareholders in post-Covid
stock market rebound. It is an investor friendly company giving periodic bonuses.

• The company has done exceeding well over the last few years with consolidated revenues growing at a
CAGR of 33.3% and consolidated PAT growing at 60.9% during FY20-FY23. Both gross profit and PAT
margins have strengthened significantly during the same period. LCL is efficiently using its funds with
ROCE improving from 21.56% in FY20 to 29.64% in FY23. Current ratio is very comfortable at 5.89
showing strong liquidity position.

• The company’s long term debt has increased significantly in FY23. It is in an expansion mode and plans to
double its container capacity from the current 14,000+ to above 20,000 TEUs in this year. It plans to
utilize $30mn raised through FCCB. The strategy involves increasing container inventory gradually
through addition of 200-300 containers per month based on incremental demand from freight
forwarders. It has already been successful and LCL continues to focus on growing sustainably. In order to
expand profitably the company is opening newer corridors and testing the market before deploying
increased capacities.

• Despite tight markets LCL expects to gain market share through personalized service and better rates.
The management expects the revenue to grow by 35% - 40% for FY24 over FY23, mainly on the account
of increase in geographic footprint, new TEUs addition, addition of new customers and aggressive sales
strategy. Expanding own containers will be margin accretive in the long term and provide competitive
edge.EBITDA margin is expected to improve by 100bps from FY24 due to large operational efficiency and
volume commitment with vessel operators to negotiate on slot charges which is the major component of
operational cost.

Negatives

• Debt-equity ratio jumped to 1.47 in FY23 from 0.34 in FY22.
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Disclaimer
Eastern Financiers Limited (hereinafter referred to as ‘EFL’) is a Member registered with SEBI having membership of
NSE, BSE, MCX. It is also registered as a Depository Participant with NSDL. It is also having AMFI certificate for Mutual
Fund Distribution. The associate of EFL is engaged in activities relating to Insurance Broking. No disciplinary action has
been taken against EFL by any of the regulatory authorities. EFL/its associates/research analysts do not have any
financial interest/beneficial interest of more than one percent/material conflict of interest in the subject company(s).
EFL/its associates/research analysts have not received any compensation from the subject company(s) during the past
twelve months. EFL/its research analysts has not served as an officer, director or employee of company covered by
analysts and has not been engaged in market making activity of the company covered by analysts. This document is
solely for the personal information of the recipient, and must not be singularly used as the basis of any investment
decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this
document should make such investigations as they deem necessary to arrive at an independent evaluation of an
investment in the securities of the companies referred to in this document (including the merits and risks involved), and
should consult their own advisors to determine the merits and risks of such an investment. Reports based on technical
and derivative analysis center on studying charts of a stock's price movement, outstanding positions and trading
volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a
company's fundamentals. The information in this document has been printed on the basis of publicly available
information, internal data and other reliable sources believed to be true, but we do not represent that it is accurate or
complete and it should not be relied on as such, as this document is for general guidance only. EFL or any of its
affiliates/group companies 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. EFL has not independently verified all the
information contained within this document. Accordingly, we cannot testify, nor make any representation or warranty,
express or implied, to the accuracy, contents or data contained within this document. While EFL endeavors to update
on a reasonable basis the information discussed in this material, there may be regulatory compliance or other reasons
that prevent us from doing so.


