
Tickers

Market price as at 02.03.2021 (LKR) 46.00        
Market Cap. (LKR mn)           89,926.09 
Market Cap. (USD mn)                 461.38      
Market Cap as a % of total      2.80%
Issued number of shares (mn)             1,954.92   
Foreign Shareholding             75.96%
Free Float                                 16.29%

CSE/Bloomberg: EXPO.N0000/EXPO SL

Source: US Department of Commerce 
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EXPOLANKA HOLDINGS
TARGET PRICE: LKR64.60 (+40.43%)

Capital Trust Research (Pvt) Ltd Expolanka Holdings / March 2021

Net earnings grew 11 fold YoY and marginally increased on
a QoQ basis in 3QFY21 amid strong growth in the logistics
sector…

Market Data

Sector update
EXPO’s core apparel logistics business recorded strong
improvement in 3QFY21 led by robust growth in the US markets.
Apparel and textile imports recorded 19.5% YoY and 28.8% YoY
growth in October and November 2020 respectively as per the US
Department of Commerce (figure 1). IATA reports also indicate
recovery in selected trade lanes including Asia-North America,
Asia- Middle East and Asia-Africa (page 2- figure 2). Further, the
logistics sector is a prime beneficiary of the global distribution of
COVID-19 vaccines. Notably, EXPO entered a strategic
partnership with SpiceJet India and Tower Cold Chain Solutions of
South Africa in February 2021 for pharmaceutical and vaccine
deliveries across India and the sub-continent. The partnership is
expected to provide pharmaceutical companies a speedy and
reliable end-to-end cold-chain logistics solution. SpiceJet plans to
distribute across 63 domestic airports and 11 international airports
to ensure the supply chain and distribution objectives are met.
Further, the commencement of mass scale production and
distribution of vaccines developed by AstraZeneca/Oxford,
Novavax etc. and EXPO’s global network and relationships with
large vaccine manufacturers (including Serum Institute India)
could enable EXPO to handle more vaccine logistics in India,
Africa and countries such as Canada after regulatory approvals
are finalized. The average global vaccination rate is c.4.7 mn per
day and is estimated to take 6.7 years to cover 75% of the
population as per Bloomberg (page 2- figure 3). In line with its
diversification strategy, apparel logistics contribution to EXPO’s
top line dipped from 90% to 70% over the years. The Company
plans to tap on lucrative opportunities in potential growth sub
sectors within logistics including pharmaceuticals and e-
commerce utilizing their global network and targets to be within
the top 20 leading global logistics players by 2025E.

Major Shareholders

Relative Price Chart

2nd March 2021

Figure 1- YoY % change in US apparel & textile imports

SG Holdings Global Pte.Ltd 75.62%
Mr. H. Yusoof 7.52%
Mr. F. Kassim 1.14%
Nuwara Eliya Property Developers 0.44%
Mr. S. Senthilnathan 0.30%
Hotel International (Pvt) Ltd 0.28%
Dr. T Senthiverl 0.28%
Mr. G Ramanan 0.28%
Almas Organization (Pvt) Ltd 0.26%
Mr. S Selveratnam 0.19%

As at 15th February 2021
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Source: IATA

Logistics segment profitability was driven by higher yields on core business volumes and PPE
shipments. Air freight contributed 81% to gross profit in 1-3QFY21. Despite the volume of air freight
exports and imports dropping 27% YoY and 8% YoY to 81.5 mn kgs and 60.8 mn kgs respectively,
higher freight rates resulted in higher yields. Ocean freight added 19% to gross profit during 1-
3QFY21. Ocean exports grew 10% YoY to 103.2k TEUs and ocean imports decreased marginally to
61.8k TEUs. Volumes were supported by the performance of strategic accounts and yields were
optimized with increased carrier network.

We expect logistics revenue to record a 12% increase QoQ to LKR64.19 bn in 4QFY21E and
expect 12.11% YoY growth in FY22E. This is supported by pharmaceutical logistics including
vaccines coupled with strong apparel logistics volumes in both US and European markets given that
EXPO set up its own operations in Denmark in FY20 and made a strategic acquisition in Belgium. In
addition to its strong presence in the far east, the Company significantly expanded its operations
within the US markets over recent years, strengthened its sales team, focused on acquiring new
customers and expanding in to new verticals during FY21. The Company strongly established and
ramped up operations in Colombus, Mid-West and Miami before the pandemic and is looking at
growth markets such as Central America for potential expansion given the strategic positioning of
such locations.

Source: Bloomberg
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Figure 2- YoY % change in cargo tonne 
kilometers- segment-wise routes
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Figure 3- Estimated time taken to 
vaccinate 75% of the global population 

Estimated time 
Vaccinations to cover 75%

Doses/day of the population
USA 1,339,525 11 months
France 68,066 3.8 years
Brazil 218,694 3.9 years
China 1,025,000 5.5 years
India 299,082 >10 years
Russia 40,000 >10 years
Indonesia 60,433 >10 years
Global 4,540,340 7 years

Earnings snapshot 1-3QFY21 & outlook 

LKR mn YoY % change QoQ % change LKR mn YoY % change

Logistics 57,317.07 115.61% 18.33% 141,367.05 86.13%
Leisure 87.03        -74.40% 9.48% 194.33        -80.40%
Investments 477.64      -46.88% -24.77% 1,661.44     -34.29%

Logistics 4,897.69   495.19% -14.41% 13,236.29   1267.85%
Leisure (3.97)         -106.95% 641.34% (85.67)         -142.29%
Investments (192.70)     -99.75% -15.49% (477.30)       -63.48%

Logistics 4,777.35   903.24% 0.74% 11,481.65   10079.29%
Leisure (6.33)         -118.20% 49.96% (91.53)         -166.13%
Investments (210.66)     -94.95% -14.15% (530.56)       -48.92%

Net profit / (loss)

3QFY21 1-3QFY21

Operating profit / (loss)

Revenue



EXPO’s apparel driven core business is expected to record improved performance supported by the
recovery in US and EU markets and consumer confidence in the backdrop of the release of the
vaccine. EXPO’s base customers and new customers acquired during the pandemic contributed
significantly to growth given that a significant uptick in PPE orders was seen only up to June 2020.
However the requirement for charters for its core segments are expected to continue despite the
reduction in PPE orders, due to the unavailability of Containers and congestions associated with sea
freight. EXPO is continuously diversifying its logistics customer portfolio where notable growth was
seen in technology, pharmaceuticals, engineering and auto component segments.

EXPO’s success in establishing partnerships for vaccine and pharma distribution and its ability to offer
competitive pricing through its Japan based parent; SG Holdings Global PTE Ltd for bulk forward
bookings is also expected to result in a boost to earnings during 4QFY21E-FY22E. EXPO functions as
the international arm of SG Holdings which strengthens the logistics operation to focus on timely
expansion and diversification within the logistics sector. Given EXPO’s global network and
partnerships established within the pharmaceuticals industry through vaccine deliveries, the Company
is well placed to increase its exposure to the pharmaceutical logistics industry. Pharmaceutical
logistics and cold storage are expected to be core focus areas and new growth segments for EXPO.

We expect logistics sector EBIT margins to see a drop from 8.54% in 3QFY21E to 8.04% in 1HFY22E
led by the higher administration costs through staff remuneration increasing to pre-pandemic levels.
Margins in 4QFY21E-1HFY22E are expected to be sustainable at these levels given the on-going
capacity constraints due to passenger traffic not having reached normalcy resulting in higher rates and
better yields. However given that passenger capacity could see a pick up in 2HFY22E and easing of
supply constraints, freight rates may gradually normalize. Thereby we expect EBIT margins to be lower
at 5.50% level in 2HFY22E.

The Leisure segment focused on mitigating losses and restructured its operations to focus on key
business drivers. The sector plans to prepare for future opportunities including corporate and
experiential travel, operating efficiencies and a lean structure and is likely to turn around in 2HFY22E
considering the possibility of tourism picking up amid the availability of a COVID-19 vaccine. The
investment arm is expected to narrow down its losses following the recovery in export markets with
margins hovering around FY20 levels.

Peer valuations

Valuation
EXPO is valued attractively at 5.63x FY21E at a 56.15% discount to the broad market PER of
12.84x as per the current CSE data. (Refer summary financials on page 4) Given EXPO’s global
position as the 26th largest air freight operator, being within the top 15 sea freight operators and its
significant exposure to foreign markets including the US and Europe, we believe EXPO should trade in
line with the broad market PER at 12.84x. This results in a fair value of LKR80.60 (+75.22%) based on
FY22E earnings.

In January, the market experienced an all time high in the All Share Price Index of 9,025.82 and
EXPO’s share price touched an all time high of LKR64.60. However due to the reduction in daily
average turnover, we assign a target price of LKR64.60 (+40.43%) for EXPO.
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Company Current PER(x)
Deutsche Post 20.07
Kuehne + Nagel International 33.21
Expeditors International 22.52
FedEx Corporation 18.85
CH Robinson Worldwide Inc 24.91
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Disclaimer

The information and opinion contained in this report have been complied by our research department from sources believed by
it to be reliable and in good faith, but no representation or warranty, express or implied is made as to their accuracy,
completeness or correctness. All opinions and estimates contained in the document constitute the department’s judgment as of
the date of this document and are subject to change without notice and are provided in good faith but without legal
responsibility. This report is not, and should not be construed as, an offer to sell or a solicitation of an offer to buy any
securities. Capital Trust Research (Pvt) Ltd. (the company) or persons connected with it may from time to time have an
investment banking or other relationship, including but not limited to, the participation or investment in commercial banking
transactions (including loans) with some or all of the issuers mentioned therein, either for their own account or the account of
their customers. Persons connected with the company may provide or have provided corporate finance and other services to
the issuer of the securities mentioned herein, including the issuance of options on securities mentioned herein or any related
investment and may make a purchase and/or sale, or offer to make a purchase and/or sale of the securities or any related
investment from time to time in the open market or otherwise, in each case either as principal or agent.

This report may contain forward looking statements which are often but not always identified by the use of words such as
“anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or
result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such forward looking
statements are based on assumptions made and information currently available to us and are subject to certain risks and
uncertainties that could cause the actual results to differ materially from those expressed in any forward looking statements.
Readers are cautioned not to place undue relevance on these forward looking statements. Capital Trust Research (Pvt) Ltd
expressly disclaims any obligation to update or revise any such forward looking statements to reflect new information, events
or circumstances after the date of this publication or to reflect the occurrence of unanticipated events. Exchange rate
fluctuations may affect the return to investors. Neither the company nor any of its affiliates, nor any other person, accepts any
liability whatsoever for any direct or consequential loss arising from any use of this report or the information contained therein.
Capital TRUST Research (Pvt) Ltd, their respective affiliate companies, associates, directors and/or employees may have
investments in securities or derivatives of securities of companies mentioned in this report, and may make investment
decisions that are inconsistent with the views expressed in this report. Capital TRUST Research (Pvt) Ltd, it’s directors,
officers, consultants, employees, associates or business partner, will not be responsible, for any claims damages,
compensation, suits, damages, loss, costs, charges, expenses, outgoing or payments including attorney’s fees which
recipients of the reports suffers or incurs directly or indirectly arising out actions taken as a result of this report.

Summary financials

Figures are in LKR mn FY16 FY17 FY18 FY19 FY20 FY21E FY22E
Revenue 56,014.97 63,492.15   77,532.80 95,454.90 103,245.67 207,982.61 233,671.83 
% change YoY 6.39% 13.35% 22.11% 23.12% 8.16% 101.44% 12.35%
Earnings before Interest & tax (EBIT) 2,088.33   1,934.91     1,820.05   3,202.69   2,243.62     17,962.05   15,128.96   
% change YoY 55.95% -7.35% -5.94% 75.97% -29.95% 700.58% -15.77%
EBIT margin (%) 3.73% 3.05% 2.35% 3.36% 2.17% 8.64% 6.47%
Net earnings (equity holders) 1,099.65   972.46        710.87      1,447.99   771.64        15,962.45   12,281.09   
% change YoY 42.96% -11.57% -26.90% 103.69% -46.71% 1968.64% -23.06%
Earnings per share (LKR) 0.56          0.50            0.36          0.74          0.39            8.17            6.28            
Book value per share (LKR) 6.06          6.27            6.54          7.30          6.47            12.98          18.00          
Dividend per share (LKR) 0.12          0.15            0.15          0.15          -                  1.65            1.27            
Price to earnings ratio (x) 12.44        12.06          13.48        5.40          5.07            5.63            7.32            
Price to book value ratio (x) 1.15          0.96            0.75          0.55          0.31            3.54            2.56            
Market price per share (LKR) 7.00          6.00            4.90          4.00          2.00            46.00          46.00          
Return on equity (%) 9.28% 7.94% 5.56% 10.14% 6.11% 62.90% 34.90%
Dividend yield (%) 1.71% 2.50% 3.06% 3.75% 0.00% 3.59% 2.77%
Dividend payout (%) 21.33% 30.15% 41.25% 20.25% 0.00% 20.25% 20.25%
Debt to equity (%) 15.12% 19.61% 32.90% 37.35% 96.49% 67.76% 48.87%
*EBIT & net earnings are adjusted for the one off legal settlement of LKR1.5 bn during FY20 & profit/losses on disposal of subsidiaries in FY16-20

*Valuations are based on recurring EPS & historic ratios are based on respective year end market prices


