
The Mid Bridge recommendation for August month is Cochin 
Shipyard. It is one of the largest shipbuilding and maintenance 
facilities in Cochin, India. The company, which is a government of 
India enterprise, was incorporated in 1972, with the first phase of 
facilities becoming operational in 1982. The company has facilities 
to build vessels up to 1.1 lakh tonnes and repair vessels up to 1.25 
lakh tonnes.

Growth scope after general elections
The company predominantly depends on government orders. The 
order intake was subdued for the first half of CY2019 due to gen-
eral elections. After elections, along with the stable government 
at the Centre, we expect the order inflow to be robust. During 
the fourth quarter of FY19, the management had commented on 
pending MoU from Port Blair. The Port Blair MoU is awaiting final 
approvals from Andaman and Nicobar administration side, which 
is at a very advanced stage and which is expected to be done im-
mediately as elections are over.

Ship building to see faster growth
The ship building segment sales saw a healthy growth of 33 per 
cent YoY as revenue booking picked up in non-indigenous aircraft 
carrier (IAC) contracts at the start of FY20. The IAC phase-1 con-
tract continues to grow at a projected pace of 20 per cent YoY and 
is expected to clock sales of Rs. 1900 Rs. 2000 crore in FY20.
Recently, Cochin Shipyard launched two RO Pax vessels for the 
Inland Waterways Authority of India (IWAI). The order book for 
company consists of building a total of eight Ro Pax vessels and 
two Ro-Ro vessels for the IWAI. The company recently signed a 
contract to construct nine floating border outpost vessels for the 
BSF under its defence contracts.

Ship repair to lead margins
The company generates more than 30 per cent revenue from the 
ship repair business. The company had almost negligible revenue 
share few years back from this segment. Ship repair sales de-
clined 35 per cent YoY due to the completion of chunky contracts 

in FY19 including INS Vikramaditya and ONGC vessel, but a sales 
decline will restrict to 20% in FY20 due to contribution from Mum-
bai facility as the Indian Navy continues to increase outsourced re-
pair works. There is a delay of 6-12 months in commissioning ISRF 
facility as one of the overseas contractors is undergoing financial 
issues. As the segment attracts higher margins for the company, 
growth here is positive in coming financial years on overall mar-
gins of the company.

Geographical expansion to drive topline
Cochin Shipyard have been expanding its presence in some of the 
key locations with respect to important ports and touch points. It 
has already expanded its reach to Mumbai and Kolkata, which can 
be strategically important for its non-defence and private orders. 
The better reach for its ship repair facilities, which eventually cov-
ers both major coastal sides, can drive much higher customers 
globally.
The company has commenced its ship repair operations at Mum-
bai Port Trust. The aim is to establish its presence across the Indi-
an coast. The shipyard is set to start the ship repair operations at 
Kolkata and Port Blair shortly. It has also formed a joint venture 
in Kolkata which will cater to the needs of the inland waterways 
vessels segment and is creating a new shipyard in Kolkata for this 
segment. Already, the work related to yard renovation is under-
way and the management of the company expects to complete 
the project by the second half of 2020.
The company has invested around of Rs. 2769 crore with an aim 
to construct a 310 meter long dry dock at Kochi and a ship lift-
based ship repair facility at Willingdon Island, Kochi.

Robust financial performance
The company’s revenue grew at CAGR of 15 per cent over the last 
three fiscals, while the net profit of the company grew by 18 per 
cent CAGR.
The company’s performance at the operating level has been sub-
stantially stable. It has maintained its operating margins in the 
range of 19 to 20 per cent since FY14. The proportion of shipbuild-
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ing business in the revenue remained around 68 per cent for FY17 
and FY19. The ship repair revenue has increased to Rs. 863.27 
crore for FY19 as compared to Rs. 623.27 crore in FY18.
Going ahead, we expect stable performance at the operational 
level to continue due to higher focus on ship repair. The ship re-
pair segment attracts margins in the range of 30 per cent to 33 per 
cent. Further, as seen in the last few years, the company’s higher 
focus and aggressive expansion in this segment guides to higher 
margins on consolidated basis.

Low debt and robust liquidity
The debt position of the company has been at the consistent level 
during FY14 to FY19 at Rs. 123 crore. The company’s debt, includ-
ing provision, was Rs. 369.33 crore for FY19, while the liquidity 
stands at Rs 2522.85 crore of cash for FY19.

Robust order book, positive revenue outlook
The capabilities of the company includes complex and sophisti-
cated repair for all types of vessels. As of end of Q1FY20, its total 
order book was worth Rs. 8050 crore, which mainly consisted of 
ASW SCW Corvette worth Rs. 6311.32 crore. The order book also 

includes an IAC, 11 fishing vessels for Rs. 6.76 crore, cargo ves-
sels with capacities ranging from 500 passengers to 1200 passen-
gers and capacity ranging from 150 tonnes to 1000 tonnes, worth 
around Rs. 742.21 crore, technology demonstration vessel and 
Ro-Ro and Ro-Pax vessels. The order book of the company is ma-
jorly driven by orders of more than 90 per cent from the defence 
sector, however, the concentration risk is mitigated by also taking 
up shipbuilding and ship repairing activities for private customers, 
which is increasing at a steady pace.

Valuation and outlook
The stock is trading at TTM EPS of Rs. 37.64 and TTM PE multi-
ple of 9.23x. We expect Cochin Shipyard to bag higher number of 
defence orders. The topline growth and stable operating margins 
shows strong capabilities of the management to perform and sus-
tain headwinds in the future.
A major part of the order book is to be completed by FY21. The 
company realises revenue on completion of 75 per cent of the 
project. Out of the total order book, we expect the company to 
realise Rs. 4000 crore to Rs. 5000 crore in revenues till FY21, which 
translates into topline figure of around Rs. 8000 crore. Hence, we 
recommend BUY on the scrip with price target of Rs. 444.

Inc/Exp Statement(Consolidated) (Rs in Crore)
Description 201903 201803

Net Sales 2962.16 2355.12
Total Income 3188.97 2544.35
Total Expenditure 2391.83 1890.72
PBIDT 797.14 653.63
PAT 477.79 396.26
Dividend % 130.00 120.00
Adj. EPS(Rs) 36.35 29.16

Quarter On Quarter (Consolidated) (Rs in Crore)
Particulars 201906 201806 Y on Y Var%

Net Sales 735.44 658.73 11.65
Total Expenditure 594.43 543.73 9.32
PBIDT (Excl OI) 141.01 115.00 22.62
PAT 118.98 106.16 12.07
PBIDTM% (Excl OI) 19.17 17.46 9.79
PBIDTM% 28.33 26.21 8.09
PATM% 16.18 16.12 0.37
Adj. EPS(Rs) 9.05 7.81 15.88
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