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VRL Logistics Ltd

Focus on margin is a positive development

= EBITDA rose by 78% yoy, driven by a tariff hike & reduced low-margin biz.
= Maintain ADD rating on the stock with an unchanged target price of Rs650.

78% yoy EBITDA rise due to tariff hike, reduced low-margin business
VRL Logistics’ (VRL) 1QFY26 sales rose by 2% yoy (12.6% yoy cargo dip & 17% yoy tariff
rise). Opex (EBITDA-level) dipped 7.9% yoy (vs. 12.6% yoy volume decline). While freight
costs dipped 11.5% yoy (in line with volume), employee costs & other expenses rose by
5% yoy. EBITDA rose by 78% yoy. We consider the Rs30m loss on scrappage as
extraordinary. VRL expects its EBITDA margin to moderate from 20.8% in 1QFY26 to 18-
19% in FY27F. We factor in EBITDA margin of 20.6%/18.8% in FY26F/27F, respectively,
vs. an average 14.7% over FY20-24. The sharp rise in tariff & a dip in volume yoy was due
to discontinuation of low-margin business from Feb 2025 (besides a tariff hike in the last
week of Jun 2024). The previous tariff hike was three years ago, i.e. in 2QFY22. In the four
quarters prior to 2QFY25, despite focusing on volume, the average yoy volume growth was
just 8.2% but EBITDA declined by 8% yoy. We believe the focus on margin is a positive
development.

Maintain ADD rating with an unchanged target price of Rs650

We consider a 4% yoy volume decline in FY26F (factoring in 13%/ 8% yoy volume decline
in 1QFY26/ 2QFY26F, respectively, flat volume yoy in 3QFY26F and a 7% yoy volume rise
in 4QFY26F). For FY27F, we factor in a 7% yoy volume growth. Over FY25F-27F, we
factor in sales/ volume/ EBITDA CAGR of 6%/ 1.5%/ 8%, respectively. We have raised our
FY26F/27F EBITDA by 15%/9%, respectively. We value the stock at 10x EV/EBITDA (in
line with its six-year median). VRL trades at 9.1x FY26F EV/EBITDA, at a 10% discount to
its six-year median. We maintain our ADD rating on VRL with an unchanged target price
of Rs650. Downside risk: Intense competition leading to tariff cut.

Financial Summary Mar-23A Mar-24A Mar-25A Mar-26F Mar-27F
Revenue (Rsm) 26,485 28,886 31,609 32,760 35,375
Operating EBITDA (Rsm) 4,017 3,934 5,730 6,741 6,654
Net Profit (Rsm) 3,232 889 1,830 2,252 2,162
Core EPS (Rs) 17.5 10.1 20.0 25.7 24.7
Core EPS Growth (0.2%) (42.5%) 98.3% 29.0% (4.0%)
FD Core P/E (x) 15.41 55.77 26.95 21.89 22.81
DPS (Rs) 5.0 5.0 15.0 7.0 7.0
Dividend Yield 0.89% 0.89% 2.66% 1.24% 1.24%
EV/EBITDA (x) 14.07 15.33 10.79 8.60 8.16
P/FCFE (x) 24.38 14.08 23.94 11.49 11.52
Net Gearing 68.9% 113.6% 115.3% 69.5% 35.7%
P/BV (x) 5.10 5.21 455 3.95 3.51
ROE 19.0% 9.2% 17.2% 19.3% 16.3%

% Change In Core EPS Estimates
InCred Research/Consensus EPS (x)
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Focus on margin is a positive development

Figure 1: Results update: Sales grew by 2% yoy (12.6% yoy
cargo dip & 17% yoy tariff rise); opex (EBITDA-level) dipped 7.9%
yoy (vs. 12.6% yoy volume decline); while freight costs dipped
by 11.5% yoy (in line with volume), employee costs & other
expenses rose by 5% yoy; EBITDA rose by 78% yoy; we consider
the Rs30m loss on scrappage as extraordinary

Quarter ended

(Rs. m) 1QFY26 1QFY25 % Chg 4QFY25 % Chg
Net Sales 7,443 7,272 2 8,090 -8
Freight, handling cost 4,404 4,979 -12 4,729 -7
Other costs 1,493 1,424 5 1,495 0
EBITDA 1,546 869 78 1,866 -17
Other income 65 34 91 25 158
Depreciation 647 615 5 638 1
Interest 262 226 16 258 2
PBT 702 62 1,028 996 -29
Tax 180 15 253

Adjusted PAT 523 48 999 743 -30
Extraordinary income -22 87 0

Reported PAT 500 134 272 743 -33
EBITDA margin (%) 20.8 11.9 882bp 23.1 -229bp

SOURCE: INCRED RESEARCH, COMPANY REPORTS

Figure 2: Volume CAGR of the goods transport segment: In the
four quarters prior to 2QFY25, despite focusing on volume,
average yoy volume growth was just 8.2% while EBITDA
declined by 8% yoy; we believe the focus on margin is a positive
development

3QFY24 4QFY24 1QFY25 2QFY25 3QFY25 4QFY25 1QFY26
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SOURCE: INCRED RESEARCH, COMPANY REPORTS
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Figure 3: Key metrics: The sharp rise in tariff & a dip in volume
yoy was due to discontinuation of low-margin business from Feb
2025 (besides a tariff hike in the last week of Jun 2024); the last
hike was three years ago, in 2QFY22.

(%) YoY QoQ
Growth in Goods transport tariff 17.1 -0.2
Growth in Goods transport volume -12.6 -7.8
Growth in freight, handling & servicing cost -11.5 -6.9
Growth in fuel price -3.6 -1.7

SOURCE: INCRED RESEARCH, COMPANY REPORTS

Figure 4: Our revised earnings estimates

(Rs m) FY26F FY27F

old New old New
Sales 34,504 32,760 37,990 35,375
% change -5 -7
EBITDA 5,857 6,741 6,096 6,654
% change 15 9
PAT 1,698 2,252 1,786 2,162
% change 33 21

SOURCE: INCRED RESEARCH, COMPANY REPORTS

Figure 5: Over the last six years, VRL Logistics’ median one-year forward EV/IEBITDA
was 10x; it is currently trading at 9.1x FY26F (10% discount to the median)
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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) (Ihs)
Profit & Loss
(Rs mn) Mar-23A Mar-24A Mar-25A Mar-26F Mar-27F
Total Net Revenues 26,485 28,886 31,609 32,760 35,375
Gross Profit 8,495 9,219 11,616 13,402 14,385
Operating EBITDA 4,017 3,934 5,730 6,741 6,654
Depreciation And Amortisation (1,591) (2,162) (2,536) (2,788) (2,839)
Operating EBIT 2,425 1,773 3,193 3,953 3,815
Financial Income/(Expense) (400) (568) (807) (889) (873)
Pretax Income/(Loss) from Assoc.
Non-Operating Income/(Expense)
Profit Before Tax (pre-El) 2,025 1,205 2,386 3,064 2,942
Exceptional Items 2,208 5 114
Pre-tax Profit 4,234 1,210 2,500 3,064 2,942
Taxation (1,002) (321) (670) (812) (780)
Exceptional Income - post-tax
Profit After Tax 3,232 889 1,830 2,252 2,162
Minority Interests
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 3,232 889 1,830 2,252 2,162
Recurring Net Profit 1,546 885 1,746 2,252 2,162
Fully Diluted Recurring Net Profit 1,546 885 1,746 2,252 2,162
Cash Flow
(Rs mn) Mar-23A Mar-24A Mar-25A Mar-26F Mar-27F
EBITDA 4,017 3,934 5,730 6,741 6,654
Cash Flow from Invt. & Assoc.
Change In Working Capital (325) (149) 19 (149) (122)
(Incr)/Decr in Total Provisions
Other Non-Cash (Income)/Expense 2,208 5 114
Other Operating Cashflow
Net Interest (Paid)/Received (400) (568) (807) (889) (873)
Tax Paid (1,002) (321) (670) (812) (780)
Cashflow From Operations 4,499 2,901 4,385 4,892 4,880
Capex (4,140) (2,988) (4,437) (600) (600)
Disposals Of FAs/subsidiaries (150) 150
Acg. Of Subsidiaries/investments
Other Investing Cashflow
Cash Flow From Investing (4,290) (2,838) (4,436) (600) (600)
Debt Raised/(repaid) 1,834 3,456 2,111
Proceeds From Issue Of Shares (748)
Shares Repurchased
Dividends Paid (442) (437) (1,312) (612) (612)
Preferred Dividends
Other Financing Cashflow (991) (2,897) (399) 150
Cash Flow From Financing 401 (626) 400 (462) (612)
Total Cash Generated 610 (563) 349 3,829 3,667
Free Cashflow To Equity 2,043 3,520 2,060 4,292 4,280
Free Cashflow To Firm 752 842 897 5,335 5,323
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BY THE NUMBERS...cont’d

Balance Sheet

(Rs mn) Mar-23A Mar-24A Mar-25A Mar-26F Mar-27F
Total Cash And Equivalents 752 190 538 4,369 8,036
Total Debtors 817 885 929 983 1,061
Inventories 528 412 429 491 531
Total Other Current Assets 541 602 628 670 715
Total Current Assets 2,638 2,088 2,525 6,513 10,343
Fixed Assets 15,197 19,232 22,569 20,230 17,991
Total Investments 159 9 9 9 9
Intangible Assets
Total Other Non-Current Assets 922 810 754 754 754
Total Non-current Assets 16,279 20,052 23,332 20,993 18,754
Short-term Debt 281 571 788 13,045 13,045
Current Portion of Long-Term Debt
Total Creditors
Other Current Liabilities 1,220 1,076 1,188 1,198 1,239
Total Current Liabilities 1,500 1,647 1,976 14,243 14,284
Total Long-term Debt 7,197 10,363 12,258
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities
Total Non-current Liabilities 7,197 10,363 12,258
Total Provisions 461 672 778 778 778
Total Liabilities 9,159 12,682 15,011 15,021 15,061
Shareholders Equity 9,758 9,458 10,846 12,485 14,035
Minority Interests
Total Equity 9,758 9,458 10,846 12,485 14,035
Key Ratios

Mar-23A Mar-24A Mar-25A Mar-26F Mar-27F
Revenue Growth 11.0% 9.1% 9.4% 3.6% 8.0%
Operating EBITDA Growth 1.1% (2.0%) 45.6% 17.6% (1.3%)
Operating EBITDA Margin 15.2% 13.6% 18.1% 20.6% 18.8%
Net Cash Per Share (Rs) (76.13) (122.84) (142.98) (99.20) (57.27)
BVPS (Rs) 110.46 108.13 123.99 142.74 160.46
Gross Interest Cover 4.46 2.28 3.37 3.79 3.66
Effective Tax Rate 23.7% 26.6% 26.8% 26.5% 26.5%
Net Dividend Payout Ratio 43.2% 49.5% 76.5% 27.2% 28.3%
Accounts Receivables Days 10.26 10.75 10.47 10.65 10.55
Inventory Days 10.01 8.72 7.68 8.68 8.89
Accounts Payables Days
ROIC (%) 19.6% 10.6% 15.3% 16.4% 17.4%
ROCE (%) 17.0% 10.2% 14.6% 16.1% 14.7%
Return On Average Assets 8.7% 7.1% 10.5% 11.8% 10.7%




Equities

Transport | India
VRL Logistics Ltd | August 07, 2025

DISCLAIMER

This report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by Incred Research
Services Private Ltd. (formerly known as Earnest Innovation Partners Private Limited) (hereinafter referred to as “IRSPL”). IRSPL is registered with
SEBI as a Research Analyst vide Registration No. INH000011024. Pursuant to a trademark agreement, IRSPL has adopted “Incred Equities” as its
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 (i) 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;
(ii) 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. While 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 is 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.

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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different conclusion from the information presented in this report.

Holding of Analysts/Relatives of Analysts, IRSPL and Associates of IRSPL in the covered securities, as on the date of publishing of this report

Research Analyst or his/her relative(s) or InCred Research Services Private Limited or our associate may have any financial interest in the subject
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In the past 12 months, IRSPL or any of its associates may have:
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b) Managed or co-managed public offering of securities for the subject company,
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company

We or our associates may have received compensation or other benefits from the subject company(ies) or third party in connection with the
research report.
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We or our research analyst may engage in market-making activity of the subject company.
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Recommendation Framework

Stock Ratings Definition:

Add The stock’s total return is expected to exceed 10% over the next 12 months.

Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net
dividend yields of the stock. Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.

Country Ratings Definition:

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.
Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.




