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Indian Railways - getting aggressive

The Indian Railways (IR) is targeting to increase its market share from the current
~28% to 44% in the longer term (FY51) as per the National Rail Plan (NRP)
document released recently. The IR has set near-term targets of 33% in 2026, 39% in
2031, 43% in 2041 and 44% in 2051. We believe that the IR has carried out detailed
work in assessing these market share targets (which was released in their 1,178
pages document). Under the base case of the railways, it proposes to double the
speed of trains to 50kmph gradually and reduce tariff on selected commodity items
by 30%. IR is projecting Container tonnage to increase from 54MT to 234MT over
FY18-31 (CAGR of 12%). We believe that this would be positive for companies such
as CONCOR and Gateway Rail, while roadways will be impacted, which could
impact demand for new trucks in the medium term.
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Indian Railways - getting aggressive
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The Indian Railways (IR) is targeting to increase its market share from the Companies (Rs) Reco
current ~28% to 44% in the longer term (FY51) as per the National Rail Plan Container 439 ADD
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proposes to double the speed of trains to 50kmph gradually and reduce tariff
on selected commodity items by 30%. IR is projecting Container tonnage to
increase from 54MT to 234MT over FY18-31 (CAGR of 12%). We believe that

*CMP as of 13™ Jan-21

Improved logistics performance shall

this would be positive for companies such as CONCOR and Gateway Rail, catalyze growth in rail freight traffic
while roadways will be impacted, which could impact demand for new trucks (in mn tonnes)
in the medium term. 3,500
® Railways have lost market share due to capacity constraints and restricted 3,000 7
speeds. It is pertinent to note that share of Rail in freight movement having 2,500 - y
leads beyond 300 km has fallen from 51.5% (765 MT) in FY08 to 32.4% (727 2,000 1
MT) in FY19. While the quantum of freight movement has remained the
same by IR, the share has fallen due to limited capacity amidst an overall 1500 9
increase in freight generation. Railways can gain share in the long lead 1,000
segments as capacity increases. For instance, while the average leads for 500 -
containers is 624kms, that of the rail-based is significantly higher at 885kms.

®  Market share gain potential: The projected potential growth of freight FY19 (Actuals) FY31 (Projected)

traffic indicates that railways has the potential for almost 2.5x growth over Source: Ministry of Railways, HSIE Research
the next decade subject to improved logistics performance of IR. The
quantity transported by rail is targeted at 3,167MT by FY31 (1,226MT in
FY19). This implies a market share of 39% in FY31 (up from 28%).

Rail containers’ rail-coefficient to
increase

® Calibrated strategy: IR intends to increase the rail coefficient for cargo 50% -
where it traditionally has a limited presence, i.e. high-value commodities
and non-conventional commodities. Railways believes that the share of
conventional freight (traditional bulk traffic) will reduce from 40% of total 30% |
freight carried in 2019 to 33% in 2051. It intends to reduce tariff by up to 30% 24%
on select commodities including BOG, Cement, Containers, Food Grains and 20% -

43%

40%

RM for Steel. Through price cuts and reduced travel time, it intends to raise
rail coefficient - Balance other goods (BOG) from 4% to 16%, cement from 10% 4
37% to 50%, Containers from 24% to 43% and food grains from 16% to 31%.

0%
® Containers — aggressive strategy: The IR expects container tonnage to Raﬂ;%elf;idem EXSE:I:‘Z)‘;‘;M
increase from 54MT to 234MT over FY18-31 (CAGR of 12%). The
commissioning of the DFC will play an important part in the same. As
savings from double stacking of containers will be ~20% - the cost-savings
coupled with timetabled trains will add to the overall growth in rail share.
The container coefficient is thus targeted to increase to 43% (from 24%).

" Price targets: We raise our TP on CONCOR (ADD) to Rs 500 and Gateway Aditya Makharia

Distriparks (BUY) to Rs 160. We raise our FY22/23E EPS by 8% for both the aditya.makharia@hdfcsec.com
+91-22-6171-7316

Source: Ministry of Railways, HSIE Research

companies and roll forward our TP timeframe to Mar-22 (from Sep-21). We

also increase our multiple on Gateway from 8.5x EV/EBITDA to 9x to factor
Mansi Lall

mansi.lall@hdfcsec.com
+91-22-6171-7357
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in the improved demand environment and the company’s restructuring
initiatives.

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters
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The IR has set near-term
market share targets of
33% in 2026, 39% in 2031,
43% in 2041 and 44% in
2051 (from current levels)

The total freight moved
in the economy via
various modes of
transport was 4,709MT,
as of FY19
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Aggressive market share targets

® The Indian Railways (IR) is targeting to increase its market share from the
current ~28% to 44% in the longer term (FY51) as per the National Rail Plan
document released recently. The IR has set near-term targets of 33% in 2026,
39% in 2031, 43% in 2041 and 44% in 2051. We believe that the IR has carried
out detailed work in assessing these market share targets (which was released
in their 1,178-page NRP document). Under the base case of the railways, it
proposes to double the speed of trains to 50kmph gradually and reduce tariff
on selected commodity items by 30%. IR is projecting Container tonnage to
increase from 54MT to 234MT over FY18-31 (CAGR of 12%). We believe that as
IR gains share, it will be positive for companies such as CONCOR and
Gateway Rail, while roadways will be impacted, which could impact demand
for new trucks in the medium term.

Existing scenario:

® A total freight movement of 4,464 million tonnes occurred across the country in
FY18. Of which, 1,162 million tonnes were moved by rail and it registered a
market share of 26% in the total freight movement (29% share in NTKM).

Share of Railways in Total Freight Movement (2017-18)

Mode Tonnes (Millions) Share (%) NTKM (Billions) NTKMS
Rail 1,163 26% 616 29%
Road 2,912 65% 1,521 71%
Coastal Shipping 234 5% N.A.
IWT 72 2% N.A.
Pipeline 84 2% N.A.
TOTAL 4,464 100% 2,137 100%

Source: Ministry of Railways, HSIE Research

®  The Railways has provided its growth forecast for tonnage movement over FY21-
51. They believe that freight will grow from 4,805T to 8220T over FY21-31 and to
15,583MT in FY51.

Projected commodity demand (in million tonnes)

Commodity (Demand) 2019 2021 2026 2031 2041 2051
BOG 2,172 1,922 2,638 3,499 4,774 6,309
Cement 339 399 601 813 1,355 2,114
Coal 965 1,052 1,237 1,502 2,081 2,136
Container 231 316 411 546 870 1,264
Fertilizer 61 74 100 128 196 284
Food grains 287 315 362 416 541 701
Iron Ore 207 221 295 377 569 798
Pig Iron 113 121 164 215 322 452
POL 273 329 484 629 930 1,323
Steel RM 61 56 74 95 143 200
Total 4,709 4,805 6,366 8,220 11,780 15,583

Source: Ministry of Railways, HSIE Research

®  This implies a 6% growth rate over FY21-26 and 5% over FY26-31. Segments such
as containers and BOG will grow ahead of the market, which is positive for
container rail operators.

® The total freight moved in the economy via various modes of transport was
4,709MT as of FY19. This comprises of commodities including coal, misc. goods
as well as other commodities and food grains.
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Indian Railways is now
targeting to increase its
market share to 44% by
FY51
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National freight ecosystem (in million tonnes)

Autos

Stones & Aggregares
Non Ferrous Metals
Fertilizer

Steel

Iron Ore
Containers

POL

Food Grains
Cement

Limestone

Coal

Misc other goods

Total 4,708

Source: Ministry of Railways, HSIE Research

® Indian Railways is now targeting to increase its market share to 44% by FY51
based on its new initiatives, including capacity enhancement, lower freight rates
on select commodities as well as faster movement of trains.

Rail modal share under different scenario runs of Logit Model

F i i Transport/ Logistics
actors mpact ng Modal Share
Average speed - rs i ing r - Cost

24%
25 kmph L BAU
31%
25 kmph 30% less than BAU
40%*

50 kmph BAU
_________________________________________________________________ a
! 1
1 44% 1
] 50 kmph . S 30% less than BAU 1
| 1
- . __ . __ . _____ ____ ____ _ _______ ______ _____ _ 1

*This may not be feasible given improvement in logistics performance of other modes such as IWT, coastal shipping, etc.

Source: Ministry of Railways, HSIE Research

" IR intends to increase the rail coefficient for cargo where it traditionally has a
limited presence i.e. high-value commodities and non-conventional commodities.

Classification of commodities

Non - Conventional

Conventional Commodities Commodities

|
[ \ I : 1

Coal Iron Ore RM for Steel Steel Contalners

s MOH A
O U U U W

Food grains Fertilizers POL Cement Balance Other
Goods

Bulk commodities High value commodities

Source: Ministry of Railways, HSIE Research
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® Railways believes that the share of conventional freight (traditional bulk traffic)
will reduce from 40% of total freight carried in 2019 to 33% in 2051, while
conventional high value and non-conventional cargo will grow.

Share of conventional commodities to go down

Conventional (Traditional Bulk)

42% ~
40% -
38% -
36% -
34% -

32% -

30%
2019 2026 2031 2041 2051

Source: Ministry of Railways, HSIE Research

® Railways intends to reduce tariff by up to 30% on select commodities including
BOG, Cement, Containers, Food Grains and RM for Steel. Through price cuts and
reduced travel time, it intends to raise rail coefficient - Balance other goods
(BOG) from 4% to 16%, cement from 37% to 50%, Containers from 24% to 43%
and food grains from 16% to 31%.
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Key commodity groups, existing rail share and identification of
focus commodities for IR
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Rail traffic has a
potential for almost 2.5x
growth over the next

decade

Comparison of Scenarios

r
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Derivation of railway’s market share targets

The projected potential growth of freight traffic on rail, as discussed in the NRP

demand forecast report, indicates that rail traffic has a potential for almost 2.5x
growth over the next decade subject to improved logistics performance on rail.

Improved logistics performance shall catalyze growth in rail freight traffic (in mn
tonnes)

3,500
3,000
2,500
2,000
1,500
1,000

500

1,226

3,167

FY19 (Actuals)

FY31 (Projected)

Source: Ministry of Railways, HSIE Research

Railways has used a total of four scenarios while considering its market share
targets. The study is fairly in-depth and uses reasonable assumptions, in our
view. Its base case is a market share target of 44% under the scenario 3C, which is
highlighted in the table below.

Scenario 3A:

Scenario 3B:
Enhancement of

Scenario 3C:
Enhancement of

I [
| |
| |
Scenario 2: Enhancement I average speed average speed I Scenario 4: BAU
Components Ex1st1n‘g Scenario 1: BAU Enhancement average spee‘d I to 50 kmph with to 50 kmpl.l I with 'tarlff
Scenario average speed  to 50 kmph with | 30% less tariff gradually with i reduction by
to 50 kmph 30% reduced | ° 30% less tariff | 30%
. on selected
tariff 1 . on selected |
| items* - |
1 commodities |
Operating [ [
25 25 50 50 1 50 25-50 | 25
speed (kmph) ] ]
I 30%lesser than  30% lesser than |
00 I I 00
Railway Tariff - BAU BAU 30% lesser than | BAU on selected BAU on selected | 30% lesser than
BAU . . I BAU
i items items i
Daily Run in 350 450 450 450 | 450 450 | 450
Road i i
Cost on Road BAU BAU BAU BAU | BAU BAU | BAU
Rail | |
Commodity 28% 24% 40% 45% | 44% 30%-44% 1 31%
Share (%) I I

Source: Ministry of Railways, HSIE Research

(Scenario 1) The present modal share in Rail is 28% but
augmentation in Rail and after Bharatmala Project, the share will come down to
24%.

if there is no

(Scenario 2) In case the rail speed is enhanced to 50 Kmph instantly without
changing the tariff, the share increases to 40%.

(Scenario 3A) The share further enhances to 45% in case tariff reduction along

with instant speed enhancement to 50 Kmph by 2026 is considered.
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(Scenario 3B) In case the tariff is reduced only on selected commodities which are
price sensitive and speed is enhanced instantly to 50 Kmph by 2026, the
estimated rail is 44%.

(Scenario 3C) Further in case the speed is enhanced gradually with rail speed
considered as 25 Kmph in 2021, 30 Kmph in 2026, 35 Kmph in 2031, 40 Kmph in
2041 and 50 Kmph in 2051, the rail share increases gradually and reaches 44%
by the year 2051 while in cardinal years it is estimated to be 33% (2026), 39%
(2031), 43% (2041) and 44% (2051).

(Scenario 4) In the Business-as-Usual Scenario (BAU), there is a reduction in cost
by 30%, while rail infrastructure remains the same.

As highlighted earlier, significant rail share increase is forecasted in containers,
BOG, Cement, POL and food grains. These are primarily high value/non-
conventional commodities, where rail has a limited presence currently.

Rail share for Scenario 3C

Commodity 2051 2041 2031 2026 2021  Existing
BOG 22% 20% 16% 9% 7% 4%
Cement 51% 51% 50% 48% 46% 37%
Coal* 74% 72% 70% 65% 61% 65%
|Container 48% 47% 43% 32% 29% 24%|
Fertilizer* 90% 90% 89% 87% 85% 87%
Food grains 32% 32% 31% 28% 28% 16%|
Tron Ore* 82% 81% 77% 68% 60% 65%
Pig Iron 70% 69% 69% 66% 64% 49%
\POL 48% 40% 28% 17% 15% 18%|
Steel RM* 60% 59% 58% 56% 55% 56%
Total Percentage 44% 43% 39% 33% 31% 28%
Point Percent Change +16% +15% +11% +5% +3%
Tonnes/ day, Scenario 3C 18,863,731 13,857,702 8,676,969  5742,684 4,108,379
Million Tonnes/ Year 6,885 5,058 3,167 2,096 1,500 1,162
Source: Ministry of Railways, HSIE Research

Rail commodity forecast by scenario in 2051 (million tonnes)

Commodity in million tonnes per year by Rail (2051) Present FY51 (Scenario 3C) Growth (x)
Containerisable BOG 23 429 18.7
Non-Containerisable BOG 54 990 18.3
Total BOG 77 1,419 18.4
Cement 114 1,079 9.5
Coal 575 1,577 2.7
Container 54 610 11.3
Fertilizer 49 256 5.2
Food grain 45 225 5.0
Iron Ore 137 652 4.8
Pig Iron 40 318 8.0
POL 43 630 14.7
Steel RM 28 120 43
Grand Total 1,162 6,885 5.9

Source: Ministry of Railways, HSIE Research
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Total freight movement
having leads beyond 300
km has increased from
1486 MT in 2007-08 to
2245 MT in 2018-19
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Railways can increase share in the long-distance lead segments

® Total freight movement having leads up to 300 km have increased from 840 MT
in 2007-08 to 1829.16 in 2018-19. Total freight movement having leads beyond 300
km has increased from 1486 MT in 2007-08 to 2245 MT in 2018-19. It is pertinent
to note that share of Rail in freight movement having leads beyond 300 km has
fallen from 51.5% (765 MT) in 2007-08 to 32.4% (727 MT) in 2018-19. However,
quantum of freight movement has remained same, but share has fallen due to
overall increase in the freight generation clearly stating the issue related to
stagnation of supply of railway freight wagons.

Total freight distribution (million tonnes)

Total Traffic 2017-18 2007-08#
a) Traffic carried by Road Transport 2911.76 1558.87
b) Traffic Carried by Rail 1162.72 768.72
¢) Traffic Rail & Road (a+b) 4074.48 2327.59
d) Traffic Road Leads up to 300 km 1393.14 837.89
e) Traffic Rail leads up to 300 km 436.03 29
f) Total Traffic leads up to 300 km (d+e) 1829.16 840.79
g) Total Potential Traffic Moving Beyond 300 km

- Rail 726.69 765.82
- Road 1518.62 720.98
Total 2245.31 1486.8
Rail Share in Potential Traffic* 32.40% 51.50%

* % of Rail traffic (726.7MT) to total (2245.3MT)

Source: Ministry of Railways, HSIE Research

®  As the logistics costs is lower for railways over longer distances, the IR will likely
increase share in this segment.

Logistics cost for bulk commodities- Road vs Rail (Rs/Tkm)

w— 030 w— 3

Source: Ministry of Railways, HSIE Research
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®  For instance, while the average leads for containers is 624kms, that of the rail-
based movement is significantly higher at 885kms. In the container segment,
Railways has aggressive targets to increase share as highlighted above.

Mode wise average leads by commodity type (2017-18)

S.No  Commodity Rail Road All Modes (Km)

1 Pig Iron 804.5 609.7 741.4

2 RM for Steel 528.8 548.4 537.4

3 Cement 503.7 483.8 491.2

4 Fertilizer 776.4 763.3 774.7

In the container segment, 5 Coal 4433 634.7 509.8
Railways has aggressive 6 POL 6243 844 804.8
targets to increase share 7 Iron Ore 246.8 477 326.9
8 Food grain 1316.2 427.7 568

9 Container 885 539.6 624.2

10 BOG 597.3 480.1 485.2

Overall 530.1 522.4 524.6

Source: Ministry of Railways, HSIE Research
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Impact on road logistics

®  We believe that railways will gain market share with the commissioning of the

DFC and this trend will accelerate as capacity is further augmented, as
highlighted under the NRP. The cost savings under double stacking will be ~20%
based on IR’s estimates as highlighted below.

Potential cost savings for double stack operations on DFCs — mainly for upper stacked containers

1) ‘O

Mundra Kashipur
| 4

Mundra - Kashipur Mundra - Patli

Cost Elements Cost per FEU (in Rs.) Cost per FEU (in

Cost Elements

Single Stack Operations (C) Rs.)
Single Stack Operations (A
Cost per FEU 57,902 - R (A)
Double Stack Operations Case 1 - Heavy Case2 - Cost: pex FEU g
FEU below and Only 25 Double Stack Operations (A)
light above FEUs above I o s
H
Haulage Charge to Patli (A) 26,440 29724 AN TS 0.1 26,440
THC/TAC 5400 10793 THC/TAC 5400
Haulage Patli - Kashipur (B) 10,793 3500 Rake holding cost 4,000
Rake holding cost 5,333 6857
Cost per FEU 35840
Cost per FEU 47,966 50874
Beit
Savings 17% 12% . 10%

Source: Ministry of Railways, HSIE Research

® In our exhibit below, we highlight that a potential shift of 1M TEUs to rail from
the western ports will result in an increase of ~1% in railway-based cargo.

®  This will correspondingly impact traffic on roadways, which will also affect the
utilisation rates of Medium and Heavy Commercial Vehicles. The current fleet
size of MHCVs on road is ~4m vehicles, which will impact 1% of the overall truck
fleet.

Potential market share gains by rail post DFC

Container TEUs (nos) [A] Imn
Total tonnage (@12 T per container) [B] 12mn
Lead distance (kms) [C] 800
BTKM [B*C] 9.6
Total Rail BTKM 731
Increase in railway traffic 1.30%

Source: India Railways, HSIE Research; BTKM- Billion net tonne km
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Change in estimates and TP

Price targets and stock outlook:

® We believe that rail-based logistic companies will be medium term beneficiaries

of the proposed enhancement in Indian Railways. We are positive on the
container train operators.

®  We raise our TP on CONCOR (ADD) to Rs 500 and Gateway Distriparks (BUY) to
Rs 160. We raise our FY22/23E EPS by 8% for both the companies and roll
forward our TP timeframe to Mar-22 (from Sep-21). We also increase our

multiple on Gateway from 8.5x EV/EBITDA to 9x to factor in the improved

demand environment and the company’s restructuring initiatives.

Old EPS New EPS % ch
Coverage old New Old TP New TP A Old target tI:re‘:t W o change
companies Rating Rating multiple 8 FY FY FY FY FY FY FY FY FY
multiple | 21F 22E 23E| 21E 22E 23E| 21E 22E 23E
Container ADD ADD 415 500 22x 22x 106 162 21.6| 116 175 228 9 8 5
Corporation
8.5x Rail 9x Rail
Gateway business  business
Distriparks # BUY BUY 125 160 eh 27 45 66| 31 49 71 11 9 7
business  business
Source: Company, HSIE Research, #valued on EV/EBITDA, “FY23E TP
Valuation summary
Adj EPS (Rs/sh P/E RoE (¢ EV/EBITDA
Mecap CMP* Rec TP dj EPS (Rs/sh) /E (x) oE (%) /E (x)
Rsbn)  (Rs/sh) [®s) FY FY FY| FY FY FY| FY FY FY| FY FY Fy
21E 22E 23E| 21E 22E 23E| 21E 22E 23E| 21E 22E 23E
LOGISTICS
Container 272 446 ADD 500 11.6 175 228 379 251 193] 69 101 124| 199 142 109
Corporation
] 13 127 BUY 160 31 49 71| 400 251 172| 28 42 60| 81 75 62
Distriparks

Source: HSIE Research *CMP as of 13t Jan-21
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3QFY21E earnings preview
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® Inour 3Q preview, we believe that these companies will witness an improvement

in volumes as compared to 2Q.

NET SALES (Rs mn) EBITDA margin (%) APAT (Rs mn) Adj. EPS
30 QoQ YoY 30 QoQ YoY 30 QoQ YoY 30 20 30
FY21E (%) (%)| FY21E (bps) (bps)| FY21E (%) (%)| FY21E FY21 FY20
LOGISTICS
CONCOR 16,422 9 8 21.0 17 (333) 2,010 7 15 3.3 3.1 29
Gateway Distriparks 2,966 13 (1) 25.0 15 475 168 295 55 15 04 1.0
Source: Company, HSIE Research
COMPANY 3QFY21 WHAT’S LIKELY KEY MONITORABLES
OUTLOOK
Volumes in 3Q grew by 6/9% YoY/QoQ. We ®  Revised timelines on commissioning of the
expect sales to grow by 9/8% QoQ/YoY. DEC
Containe.r AVG EBITDA margin is expected at 21% (-300bps ™  Update on divestment initiatives by the
Corporation YoY) government
We expect PAT to grow by 7/15% QoQ/YoY
to Rs 2bn.
We expect consolidated revenue to grow by ™  Post fundraising, timelines for merging of
13% QoQ, -1% YoY. subsidiaries
Gfltev.vay AVG Operating margin at 25% to expand by ®  Update on Snowman Logistics stake sale
Distriparks 475bps YoY and 15bps QoQ now that the deal with Adani has been
We expect profit to grow to Rs 168mn (vs. Rs called off
109mn YoY, Rs 43mn QoQ)

Source: HSIE Research
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Annexure

®  Scenario 1: Business as Usual (BAU): Rail Infrastructure Remain same but
includes sanctioned projects such as Eastern and Western DFC, Mumbai
Ahmedabad HSR and projects as per Pink Book. Whereas in case of Roads,
Project Bharat Mala is considered implemented.

Scenario 2: Enhancement of Average Rail Speed of Freight Trains from 25 Kmph
to 50 Kmph.

®  Scenario 3: Enhancement of Speed from 25 Kmph to 50 Kmph with 30%
Reduced Tariff:
- Implementation of Railway projects corresponds to average speed to 50
Kmph & reducing tariffs by 30% by 2026.

- Implementation of Railway projects corresponds to average speed to 50
Kmph & reducing tariffs on 4 items by 30% by 2026

- Implementation of Railway projects corresponds to average speed to 50
Kmph gradually & reducing tariff on 4 items by 30%

Year 2021 - 25 Kmph
Year 2026 — 30 Kmph
Year 2031 — 35 Kmph
Year 2041 — 40 Kmph
Year 2051 — 50 Kmph

O O O O O

® Scenario 4: Business as Usual (BAU) with reduction in cost by 30%: Rail
Infrastructure remains the same whereas the cost being charged is reduced by

30%.

Rail commodity forecast for Scenario 3C (million tonnes)

Commodity Existing 2021 2026 2031 2041 2051
Containerizable BOG 23 42 73 171 292 429
Non-Containerizable BOG 54 96 169 395 674 990
Total BOG 77 138 242 567 966 1,419
Cement 114 185 288 405 686 1,079
Coal 575 646 810 1,050 1,455 1,577
Container 54 90 132 234 374 610
Fertilizer 49 64 87 113 174 256
Foodgrain 45 88 103 127 165 225
Iron Ore 137 132 202 289 435 652
Pig Iron 40 77 108 147 221 318
POL 43 50 84 179 264 630
Steel RM 28 31 42 55 83 120
Total 1,162 1,500 2,096 3,167 4,823 6,885

Source: Ministry of Railways, HSIE Research
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Projected commodity demand (in million tonnes)

16,000 -
14,000 -
12,000
10,000 -

8,000 -

6,000 4,709

4,000

2,000

8,220
6,366
4,805 l

15,583

|

11,780

2019

2021 2026 2031 2041 2051

Source: Ministry of Railways, HSIE Research

Indian Railways vs Global Peers

IR’s revenue/NTKM significantly higher compared to
global peers, highlighting high rail freight cost

Revenue/NTKM for Steel, adjusted for purchasing
power parity (INR)

Cement
vs | -

Australia
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Global comparison of containers’ modal share
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Pricing Reforms:

® It is estimated that while the operating ratio for IR’s freight business in FY19 was
0.59, it was 1.92 for IR’s passenger business. This inherent cross-subsidy is
contributing to the reason for IR’s haulage charges being higher than its global
peers even after adjusting for purchasing power parity.

IR Passenger vs Freight Revenue, FY 2019 (Rs bn)

1,400

1,200

1,000

800

600

400

200

1,274
983
i 37%
| | 748
. 511
Passenger cost of ops Passenger revenue Freight revenue Freight cost of ops

Source: Ministry of Railways, HSIE Research

Direct Grants are used globally to fund passenger service deficits. For instance:

Russian Railway has increasingly phased out cross subsidisation of passenger

operations by freight services. In FY16, Russian Railway received a direct grant of
Rb 32.5 bn to compensate for losses by Russian Railways associated with the
regulation of tariffs for passenger services.

In the UK, the government has provided direct grant support of 6.4p for every

rail passenger kilometre travelled in Great Britain in 2018-19.
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