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TVS Supply Chain Solutions is among India’s largest integrated Issue details
supply chain solutions provider in terms of revenues and reve- Price Band (in ¥ per share) 187-197
nue growth in FY23 with deep domain expertise, global net-
work and proprietary technology. It has a network across val- Issue size (in T Crore) 865.79-880.00
ue chain with cross deployment abilities and long term rela-
tionships with its clients that spread across diversified sectors Fresh Issue (in T Crore) 600
including industrials, auto, tech, consumer etc that enables
the company to have a consistent growth. The company has OFS (in Z Crore) 265.79-280.00
been looking to expand its customer base in new age indus-
tries such as EV, Healthcare Tech and Clean Energy. It has wit- Issue open date 10-08-2023
nessed a trending revenue growth in both its segments, which
are integrated supply chain solutions and network solutions
backed with higher single digit EBITDA margin and increasing Issue close date 14-08-2023
R.OCE -and RON W. The issue is available -at @ pre"."um valuf- Tentative date of Allotment 21-08-2023
tion vis a vis its peers. However, we believe that its capabili-
ties in the logistics space with its ability to expand network| |tentative date of Listing 23-08-2023
with a strong promoter backing and supportive government
policies make its upcoming issue attractive. We recommend to| |Total number of shares (lakhs) 462.99-446.70
SUBSCRIBE the issue for long term.

No. of shares for QIBs (75%)

(lakhs) 347.24-335.02

No. of shares for NIl (15%) (lakhs) 69.45-67.01

No. of shares for retail investors

TVS (10%) (lakhs) 46.30-44.67

Sunpity Chain Minimum order quantity 76
Emhm?: Face value (in ) 1.00
Amount for retail investors (1 lot) 14,212-14,972

Maximum number of shares for

Retail investors at lower Band A Fleis]

About Company Maximum number of shares for

Retail investors at upper band 988 (13 Lots)
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TVS Supply Chain Solutions is an Indian supply chain logistics solu-
tion provider that has global capabilities and network across the |Maximum amount for retail in-
value chain with cross deployment abilities. They provide solutions |vestors at lower Band- upper 1,98,968-1,94,636
and services to meet their customers’ supply chain management and [band (in )
logistics requirements. As part of their engagement with customers,

customers outsource portions of their supply chain to their in order Exchanges to be listed on BSE, NSE
to improve their efficiency and to better manage their resources. Akshay R. Pradhan
akshay@canmoney.in | Tel 022-43603861
canm Q&,)ney.in
A route to making money onling
Promoters
1. Ramachandhran Dinesh
2. TVS Mobility Private Ltd.
3. T.S. Rajam Rubbers Pvt Ltd.
4. Dhinrama Mobility

Objective of the Offer

1. Prepayment or repayment of all or a portion of certain outstanding borrowings availed by the company and their subsidiaries,
TVS LI UK
2. Sale of 14,213,198 shares by private investors and other shareholders.
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Brief Financials

Particulars (Rs. Cr)* FY23 FY22 FY21
Share Capital 36.43 36.30 31.76
Net Worth 723.55 714.00 490.69
Revenue from Operation 10235.38 9249.79 6933.60
PBT 706.60 667.09 442.34
PAT 41.76 (45.80) (76.34)
Basic EPS(Rs) 1.04 (1.44) (2.26)
NAV 18.89 20.96 14.90
P/E# 189.42 NA NA
P/B # 10.43 NA NA

Source: RHP # Calculated at the upper price band, * Restated consolidated financials

Industry Review

Indian Logistics Sector

Indian logistics sector is one of the largest in the world and presents large addressable opportunity. The sector is critical for the eco-
nomic growth of the country as it connects various elements of the economy and consists of transportation, warehousing and other
supply-chain solutions ranging from the suppliers to the end-customers.

Structure of Indian logistics market
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Indian logistics market structure — By typeof s ervice offerings Indian logistics market structure — By typeof logistics solution
| Market Struciure — by type of services | Market Structure - by logislics solulions |
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|
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|

Rail Transportation

i
Source(s): Redseer Research, Redreer Analysis
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Logistics market is large and projecied to grow sustainably for next five vears

India Logistics Spends Direct Logistics Market Global Logistics Spends Benchmarks'
n B USD, % of GOP , FY2020-27P {transportation, warehousing tc ) n% of GOP, CY 2021
I Indirect Logistics Market

[inventory carrying cost, damage. pilferage ete )

(o) CAGR $5918n 5%
: 13%
5 $435Bn 5
390 Bn .
§ 34260 $382EBn 30-32% | 0%
$308 Bn ~51% : 5% 8%
~55%  ~4T%
585 ~57%
: 7%
FYig Fla FY20 F¥21 FyY22 FYZ7P : China India g

Note(s): 1. Logistics spends for India is for Fiscal 2022
Source(s): Chamber of Commerce — India, Report on Logistics, India Econemics Survey 2017-18, 2019-20, 2021-22, Redszer Estimates

The Indian logistics sector is one of the largest in the world and is critical for the country’s economic growth. After contracting by 2%
in Fiscal 2021, the market witnessed a strong post-COVID recovery in Fiscal 2022. The market grew by 14% and was valued at
US$435 billion in Fiscal 2022 and is projected to grow to USS591 billion by Fiscal 2027.

Direct logistics spends is estimated at approximately US$205 billion in Fiscal 2022 and is projected to grow at a CAGR of approxi-
mately 13% till Fiscal 2027.

Canara Bank Securities Ltd

Direct Logistics spends in India

FY 2020-2027P

B Transportation
Warehousing and ~5385 Bn
Supply Chain
-
4196 Bn se1enn 5205 Bn
5178 Bn ~30% 5180 Bn
~30% ~35%
~29% ~36%
Fy18 FY19 FY20 Fy21 Fy2z FY27P

logistics market
Note(s): Direct logistics spends does not include cost of ancillary services
Source (5). Redseer Research and Redseer Estimates
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Industry Review

Key logistics segments where businesses are increasingly shifting towards supply chain solutions

Segments of logistics spend in India — By type of service offerings Market attractiveness for Supgly Chain

Market siz 1d growth rate, L 1 High Law

Key Logistics o ) Penetration of
= Market characteristics and challenges Supply Chain
Solutions
Kieal for shor-mediarm distance goods transportation
Poor cemand cscovery, lack of prics Enspanency in spoat
R a markets and low truck utilization are key challenges in the L 4 fa
aa Friarket ow and fast
113 -
Transportation 124 88 103 236 10% - D 1o rultinle fust price hikes, Fresghl rstes increased by 25 growing
30% in the frst hall of 2021 and batlom Ene of key legistos
players was sffected. Howewver the fuel prices had decressed in
the las1 3 months of 2027 leading to reduction in freight cost.
Kieal for Hime-critical (<3 days) deleries
Domestic - Lack of end-to-end logistics solutions for manufecturers Moderate and
Express Alr 0.7 o8 o6 0.9 12 5% eapied with high freight cosis ane key challenges i the marke: e haTat
Transpertation The Air turbine Tuel (ATF)prices withessed a ~ 55% increass moderate speed
owesr the past year, affecting bottom kne of Air freight players ss
ATF sccounts for ~40% of the operating cost
Consolidated market
Cross-Border = ndustry players do not have high capabilities to manage cross-
T iy I 5.1 5.4 53 57 10.1 ~T% Desdes Transportation compheations ke Custems cormplianee
ransportation and regulatony problens and keok for sophisticated 3P0
providers.
Bighly fragmerntes market with presence of locst and regional
wlayers Low and fast
Warehousing 46 52 52 57 a7 ~8% Space Llilisation, warehouse Eyoul desgnng, inventony growing

Emergence of supply chain selutions in India

Evolution of Supply Chain Solutions inIndia
Timeline s Pre- 1960 2010
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1PL 2PL 3PL
Company having their Carmiers that acr &5 am Carriers thar provide Solutions prowvider Chain Providers
cargo, freight for the arrangeref all the transportation and adminisiers the entire End-io-end supply chain
mranspontanon of goods  transactions benween the warshausing senvices Sy Chain solutions
from one place 1o another buner and the sefler. along with other VAS
Mulii services logistics
. . COMpaNEs with
Transpor providers E;:t‘rvhélgtc:rﬁgd?:g‘:m; d Eapahgmgs 1ahandie |
Self quided by brokers the market providing 3PL Hamgl kel e E_Eii :';;:EEI:? supply
CETTHEE R integrating supply chains
of arganisations
- Self SMEs & large plyers in end-userindustries Large player in end-user industries
- Low Low hedium High
- Lo Lo Medium High
. £ Transportation, Technology lomanage  End-io-end supply chain
- TR TEREEE Warehousing & WAS supply chain solutions management

Note: End-to end supply chain includes transportation, warehousing, value added services and technology offerings to handle complexity of
supply chain operations
Sowrce(s): Redseer Research, Redseer Analysis

Estimated at US$10.5-10.7 billion in Fiscal 2022, supply chain solutions market today is projected to outgrow overall logistics market
growth (approximately 22% vs. approximately 6% CAGR between Fiscal 2022-Fiscal 2027)
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Supply Chain Solutions (SCS) Market
rMarket size and growth rate. USS Bn, In %

$£29-30 Bn

IESEDS Gaw) (27 %
$10.5-10.7 Bn

$6.5-678n $7.5-7.7 Bn $7.9°8.1 Bn

Fvia 20 Y21 Fyzz FY27P

Crgentzact 7<in Suppny CEETE
Chairnr Sofuiions:
Smewchan o CCaan D e > C e T

logistics market)
Sowrce (5 Redsasr Analysis, Redseer Resaarch

Supply Chain Solutions market- Key industry segments

bautomaetive: ~137 47-52% 35-45% 2934 6.2-6.7 1517%
[industrial ~23G 424 7% 10-15% 1.0-1.5 2843 25-37%
[Consumer Goods! ~128 5.3-5.8% 14-18% 1.1-1.6 2.63.1 18-20%
[Organised B & M retail ~B0 2.53.0% 15-20% 0.2-0.7 1419 30-35%
feCommerce ~56 4.7-5.2% ~100% 2429 885 252T%
[Textile & apparel a0 3.9-4.4% 1520% 0.2-0.7 2.02.5 38-40%
IT, Telecarn and BPM ~175 1.9-2.4% 1520% 0.4-0.9 0813 11-13%
[Healthcare ~54 27-32% 22-27% 0.1-0.6 0.308 19-21%
[Others? ~295 3.55% 45 0308 0.7-1.2 12-14%

Total SCS Market ®10.1-10.6 T27-2% 22-24%

Total (ex. ecorn merce) 7.5-7.7 20-21 20-22%

| Supply Chain Solutions market from non-eCommerce industries is projected to grow from $7.5-7.7Bn to $ $20-21Bn (increase of $13-14 Bn) by Fiscal 2027
Noteys): 1. Includes FMCG and consumer durables.
2

2 Others include Metals & Minerals etc.
Source (5)- Redseer Analysis, Redseer Research
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Freight forwarding market in India is estimated at USS$4.7 billion in Fiscal 2022, which is projected to grow at CAGR of 12% for next
five years.

Freight forwarding (import and export) market size in India Size of the Domestic Express Air Freight Market
FY 19-27P, In US$ Bn FY 19-27F, In US$ Bn

Eeren - @osen

Daes TN, s $8.58n

$56Bn  555Bn seran 478N .
% 69% 8% 9% i
%% A% wx  alw - Ocean
Fy19 Frzo By Fy22 FY27p FY 19 FY20 FY21 Fy22 FY27P
Note(s):

Air Freight — Include freight transportation by Air India and other airlines outside India and domesticaily. Includes both import and export

Jreight
Ocean Freight — Includes freight transportation outside India via Ocean. Includes both import and export freight
Source(s): Redseer Analysis, Redseer Research
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Global Logistics Market

Developed countries with longstanding transportation and warehouse contracting practices have the largest thirdparty logistics rev-
enues. Developing countries are growing at faster rates but have lower total 3PL revenues. The numbers reflect the greater out-
sourcing of functions to third-party logistics providers (“3PLs”) in developed and more economically sophisticated countries.

Global 3PL Market gross revenue grew to over USS1 trillion in 2020 resulting in a 7.9% increase over 2019. The International Trans-
portation Management (“ITM”) 3PL segment led the way at 15.8% year-over-year growth due to continued COVID-19 response and
increased international freight rates. Air freight revenues increased in 2020 with the COVID-19 pandemic and extraordinary demand
for personal protection equipment (“PPE”). With commercial passenger aircraft making up approximately 40% of total air cargo ca-
pacity, the COVID-19 pandemic upended air freight forwarding, and rates surged albeit on lower overall volumes.

Global Logistics Costs & 3PL Gross Revenues 2016-2026E (USS Billions)

513,593

$14,000 $12,870
$10,000 48,739 59,271
IPLRevenue 5796 GBGT 5952 §968  SLO45  §1,373  SL5T3 51473 51,520 51576 51674

$13,000 $11,722 $11,544 512,189
$9,236

59,000 $8,176

58,000
47,000
56,000

$5,000
54,000

53,000

573 576 (91674

$2,000 706 [8ac7 18952 [Esea [81.045 B.373 B 473 520 B8
51,000

i 2016

2016-2020 CAGR  2020-2026E CAGR

$15,000
$12,000 511,263
£11,000 40,705
2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E  2026E
= Logistics Cost 38,176 $8,73% 38,271 $9,705 39,236 $1L26 511,72 $11.54 512,18 312,87 513,59
Logistics Cost 3.1% 6.7%
3PL Revenue 7.0% 8.2%

Source: Armstrong Report

2021 Global Logistics Costs by Mode or Function (US$ Billions)
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Source: Armstrong Report
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Competitive Strengths

Critical scale in a fast growing and fragmented 3PL market in India —

They operate at the forefront of a rapidly expanding logistics industry in India that is expected to grow to US$385 billion by Fiscal
2027 at a CAGR of 13% from US$205 billion in Fiscal 2022 according to the Redseer Report. India has an inefficient logistics system,
with total logistics spending in India accounting for approximately 13% of GDP in Fiscal 2022, which is significantly higher than devel-
oped countries like the United States, where logistics spend was approximately 8% of GDP in 2021. The Indian logistics market is
also highly fragmented and unorganized compared to other markets. Further, supply chain solutions is a nascent market in India and
the penetration is less than approximately 5% of the logistics market in India compared to approximately 11% in developed markets
in Fiscal 2022. (Source: Redseer Report) The growth in the Indian logistics market is expected to be driven by a number of factors
including:

Macroeconomic Factors: Growth will be primarily driven by strong underlying economic growth led by domestic manufacturing,
consumer spending, urbanization, favourable regulatory environment, digital economy and improvements in India’s transportation
infrastructure as well as Government initiatives such as ‘Make in India’, production linked incentives (PLI) schemes and government
tenders for domestically manufactured goods and the continued geographical diversification by global companies of their logistics
needs to reduce dependence on China. (Source: Redseer Report)

Outsourcing of Logistics Services to Expert Service Providers: The rapid pace of growth and the necessary reliance on technology
makes it difficult for many companies to provide consistently high levels of service while handling logistics in-house. There is in-
creasing outsourcing of operations and the need to focus on core competence has led to a high demand for integrated logistics ser-
vices. (Source: Redseer Report)

Modernization: The emergence of new distribution channels and go-to-market strategies such as direct-to-retail and direct-to-
consumer are driving the need for innovation in the traditional “B2B” supply chain, with greater demand for supply chain visibility,
precision and value-added services. In addition, there is a growing expectation of customers to have real-time visibility and control
to ensure service quality and maintain continuous visibility of supply. (Source: Redseer Report)

Leader in end-to-end solutions enabled by domain expertise, global network and knowledge base-

They act as a complete ‘one-stop’ solution for customers from sourcing to distribution through their end-to-end capabilities, which
includes sourcing and procurement, integrated transportation, logistics operating centre, inplant logistics operations, finished goods
and aftermarket fulfilment, import and export freight, closed loop logistics and support, and secondary transportation.

They deeply integrate their supply chain solutions and logistics services, with digitalization and end-to-end coverage. They are able
to significantly add value to their customers for their revenue and cost optimization by solving their complex problems and require-
ments with innovative and customized solutions and implementation at scale. They use intelligence, automation and dynamic opti-
mization capabilities that enables customers to achieve their supply chain objectives, increase supply chain visibility and lower total
cost of operations.

Their in-house tech and process knowledge base and deep domain expertise enable them to design customized bespoke solutions
addressing customers’ complex requirements. With a multi-disciplinary and consultative approach, they evolve with their customers
by continuously learning and improving their solutions.

Their technology-led supply chain solutions design functions are dedicated to, and specialize in, reducing friction in supply chain
with technology, which aim at helping in improving service levels, quality, scalability and visibility of their customers’ supply chain.
The use of integrated, data-driven end-to-end solutions results in delivering agility to customer supply chains, gain customer trust
and deliver additional value, which encourages them to use their services repeatedly, continuously and across geographies. In addi-
tion, by leveraging their cross-deployment capabilities and global network, which is spread across 26 countries in regions such as
India, United Kingdom, Spain, Germany, Australia and Singapore, as of March 31, 2023, they are also able to replicate the
knowledge and know-how gathered to customers operating in different geographies and industries. For instance, they are able to
cross-leverage their capabilities of last-mile services, spare part logistics services and break-fix services, and offer them to a govern-
ment enterprise in the healthcare sector and service and manage their medical equipment across a large number of hospitals in
India.




Canara Bank Securities Ltd

@ Canara Bank Securities Ltd

Competitive Strengths

Robust in house technology differentiation -

They believe they are strongly differentiated by their technology as an innovative provider of logistics solutions that enhance visibil-
ity, speed, accuracy and cost effectiveness for their customers, and by their ability to customize their technology-enabled services to
cater to each customer’s requirements. Their solutioning tools for transport, warehouse, order and labour management enable
them to develop customized solutions. They also utilise their deep knowledge of tech and data, and experience of catering to cus-
tomers’ needs to construct robust and flexible technology services which cater to their customers’ needs. Their ‘plug and play mod-
ules’ can be easily integrated with their customers’ internal systems, including their existing enterprise resource planning systems.
These can be replicated across geographies and industries for customers, enabling them to scale their services faster.

Their technology capabilities comprise their (i) software suite, which primarily includes in-house technology systems and softwares,
such as i-Loads, Visibility, Msys, TRACE, Courier Alliance, LCL Consolidated and e-Connect as well as third-party technologies, such as
CargoWise; and (ii) technology infrastructure, which is supported by smart centre control tower, development centres and ‘Centre
of Excellences’.

On several occasions, they have developed innovative technology-led solutions to address complex challenges which are unique to
their customers’ industries. For instance, for one of their customers who is a two wheeler manufacturer was prone to errors due to
manual entry and order error, and packer dependency during production, they formulated solutions, such as: (i) visual Al material
identification and throughput management; and (ii) API based integration with customer systems, as well as implemented cameras
to monitor and alerts to identify operator absence at stations.

Long and Consistent Track-Record of Successful Integration of Acquisitions to Support Capabilities and Customer Acquisition

They have an established track record of successful inorganic growth through strategic acquisitions that supplement their opera-
tions. Over the years, they have made more than 20 acquisitions in the last 16 years for growth across Europe, the United Kingdom,
the United States and Asia Pacific (including India).

In line with ‘C3 Framework’, they have followed a systematic approach towards acquisitions by focusing on each of the ‘Cs’ (i.e. Cus-
tomer, Country and Capability) and have been able to increase their customer base, enhance their capabilities and expand into new-
er countries.

Long-term customer relationship in diversified and attractive industries through encirclement

They have developed partnerships with customers across diverse and high-growth industries which offer various outsourcing oppor-
tunities. They provide services on a customer-goal based approach and their solutions are targeted towards consistently delivering
higher efficiencies, higher accuracy meeting and achieving customers performance indicators. They believe this approach has helped
their customers meet their objectives, which has led to customer retention and development of customer relationships as well as
enabled them to offer multiplicity of services.

They provided supply chain solutions to 8,788 customers globally in Fiscal 2023. Their revenue profile reflects a healthy mix of cus-
tomers, with low concentration risk, as indicated in the table below for the years indicated

Fiscal
Revenue 2021 2022 2023
by Amount ol e Amount e Amount | % of revenue from
Customers| & million) L=  million) from | o illion) | operations
operations operations
Top 5 13307 47 10.32% 15,267.10 16.51%| 1833186 17.91%
Top 10 18.975.01 2737% 22.80225 24.75% | 2834388 27.69%
Top 20 25.704.87 37.07% 32.761.37 3542% | 39.798.50 38.88%

Note: The top 3, tap 10 and top 20 customers are the top 5, top 10 and top 20 customers, respectively, in terms of revenue for each of the

respective years and may noi necessarily be same customers.

They have established a global platform to generate cross-selling opportunities with customers across the globe. In line with their
‘C3 Framework’, they have followed their business development strategy of encirclement, through which they believe they have
generated incremental business from existing customers by increasing the scope of their services across geographies, which has at
the same time allowed them to expand into new markets.
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Restrictions imposed by financing agreement-

The indebtedness and the conditions and restrictions imposed by their financing agreements and any noncompliance may lead to,
among others, suspension of further drawdowns, which may adversely affect they business, results of operations, financial condi-
tion and cash flows.

Exposure to foreign exchange—
In Fiscals 2021, 2022 and 2023, an average of 72.99% of their revenue from operations were denominated in foreign currencies and

an average of 73.87% of their borrowings were in foreign currencies in the same years. Accordingly, they are exposed to foreign
currency exchange rate fluctuations and their results of operations have and will be impacted by such fluctuations in the future.

Delay or default in payment-—

Their results of operations, financial conditions, cash flows and prospects may be adversely affected by any delay or default in pay-
ment from their customers or reduction in the credit period provided by third party service providers that they engage for their op-
erations.

Canara Bank Securities Ltd
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Peer Comparison

Name of the Company Totalincome | o\, o cceps| NAV | P/E* | P/B* | ROE ROCE
(Crores)

TVS Supply Chain Solution Ltd. 10235.38 1 1.04 18.89  [189.42 [10.43 |5.50% 7.64%

TCI Express Ltd. 1241.01 2 36.24  [155.66 |40.15 [9.35 [23.35%  [31.90%

Mahindra Logistic Ltd. 4458.90 10 8.97 77.84 37.73 |435 (4.89% 5.28%

Blue Dart Express Ltd. 5172.22 10 154.43 |497.12 |41.05 |12.75 [31.41%  [56.32%

Delhivery Ltd. 1859.63 1 (2.14) |125.94 |NA 3.26 |(1.73%)  |(21.58%)

*P/E & P/B ratio based on closing market price as on August 8th, 2023, At the upper price band of IPO, financial details con-
solidated audited results as on FY23.
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Our View

TVS Supply Chain Solutions is among India’s largest integrated supply chain solutions provider in terms of revenues and revenue
growth in FY23 with deep domain expertise, global network and proprietary technology. It has a network across value chain with
cross deployment abilities and long term relationships with its clients that spread across diversified sectors including industrials,
auto, tech, consumer etc that enables the company to have a consistent growth. The company has been looking to expand its cus-
tomer base in new age industries such as EV, Healthcare Tech and Clean Energy. It has witnessed a trending revenue growth in both
its segments, which are integrated supply chain solutions and network solutions backed with higher single digit EBITDA margin and
increasing ROCE and RONW. The issue is available at a premium valuation vis a vis its peers. However, we believe that its capabilities
in the logistics space with its ability to expand network with a strong promoter backing and supportive government policies make its
upcoming issue attractive. We recommend to SUBSCRIBE the issue for long term.

Source— Company Website and red herring prospectus
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