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The company saw volume growth of 30% YoY with an increase in gross
margin. QoQ should not be compared due to seasonality. However, the
results were slightly below our estimates. Revenue was up 16.3% YoY to
INR 332 Cr (-19.7% QoQ), slightly below our estimates of INR 337 Cr.
EBITDA demonstrated YoY growth of 71.7% to reach INR 33Cr (-22.3% QoQ)
and below the estimated figure of INR 37 Cr by -11.8%. EBITDA Margin is up
by 317bps YoY to 9.8% (-33bps QoQ), underperforming our estimate of
11%. PAT stood at INR 18 Cr (vs INR 8 Cr in Q3FY23 and INR 25 Cr in
Q2FY24) which was below our estimates of INR 22Cr by 19.3%. Results
were affected by seasonal products but Q4 is anticipated to be positive.

Expansion of Lakshya Project: The Lakshya project saw progress in Q3 FY24,
with 9 new distributors added, bringing the total to 280, up from 229 in FY23.
Lakshya's contribution to domestic sales rose from 19% in FY23 to 27% in the
first nine months of FY24 and 29% in Q3 FY24. Presently operational in 13
states, the aim is for Lakshya distributors to contribute 65%- 70% of revenue
by FY26. Southern India, historically underserved, contributed approximately
9% to revenue in the first nine months of FY24. However, the project was
planned to be completed in 4 years but there was a delay in the project due
to covid and other operating problems.

Anticipated Mitigation of Price Cut and Planned Price Hike for FY25: The
company expects to mitigate the negative impact of price cuts on revenue
growth by H1 of FY25, potentially leaning towards the second quarter. This
indicates an anticipation of improved revenue growth dynamics thereafter.
ASP Was INR 71 in FY22 Vs INR 69 in FY23 and it is INR 68-69 for 9MFY24.

Guidance: The company maintains its guidance for revenue of INR 2,000 Cr in
FY26 with an EBITDA margin of 13-14%, and expects 12-13% revenue growth
for FY25. They have an FY24 guidance of 11-12% which entails INR 500Cr for
Q4 (Volume growth is projected at 25%, offset by a 6% decline in realization)
with an EBITDA margin of 14% and 10%-11% for FY24.

Valuation & Outlook: We anticipate that the company will achieve guided
revenue growth due its foray into new markets with new products,
stabilized cotton prices, improved market sentiment among distributors,
and a focus on premiumization. Along with all this, project Lakshya will
help in revenue and profitability growth. We assign a TP of INR 700 valued
at a P/E multiple of 25x the FY26E EPS of INR 28, yielding an upside of 45%,
and a ‘Buy’ rating.
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INR Cr FY22 FY23 FY24E FY25E FY26E

Revenue 1,350 1,394 1,500 1,708 1,950

YoY growth (%) 30.2 3.2 7.6 13.8 14.2 

Operating profit 220 98 142 195 244 

OPM (%) 16.3 7.0 9.5 11.4 12.5 

Reported PAT 148 53 83 121 159

YoY growth (%) 72.8 (64.1) 56.4 45.8 31.2 

EPS (Rs) 26.1 9.4 14.6 21.3 28.0

P/E (x) 18.6 51.7 33.1 22.7 17.3

Price/Book (x) 4.1 3.9 3.6 3.1 2.7

EV/EBITDA (x) 13.6 30.0 19.8 14.3 11.1 

Debt/Equity (x) 0.4 0.3 0.3 0.3 0.2 

RoE (%) 24.5 7.5 11.1 14.5 16.7 
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Q3FY24 Concall highlights:

 Stable raw material prices led to a 375 bps increase in gross profit
margin YoY, reaching 33.9% in Q3 FY24.

 EBO count currently stands at 18 and can see an addition of 5-6 new EBOs
in Q1FY25.

 In Q3FY24, advertising expenses were INR 19 crores, slightly lower than
INR 20 crores in Q3 FY23. The annual target for advertising expenditure
remains within 6-6.5%.

 In Q3FY24, modern trade and e-commerce sales comprised 7.5% of total
sales, vs 4.4% in the 9MFY24. The target is to reach 8% by FY26.

 The cash conversion cycle improved to 155 days in Q3 FY24 from 170
days in Q3FY23, driven by a 14-day reduction in inventory days. The
company aims to achieve a working capital cycle of 120 days, targeting
debtors days of 65 days and inventory days of 90-95 days by FY26.

 The decision to appoint Safali Khan as the brand ambassador has yielded
good results with economy segment revenue increasing by more than
24% YoY.

 The response to Force NXT activewear and women's athletic
products has been positive, with a 60% YoY growth in value and a 54%
increase in volume.

 Approximately 20% to 30% of manufacturing production is in-house,
while 70% is outsourced through job work, providing flexibility to adjust
capacity as needed without constraints.

INR Cr (consolidated) Q3FY24 Q2FY24 Q3FY23 Q-o-Q Y-o-Y Q3FY24E Surprise 

Revenue from Operations 332 413 285 -19.63% 16.19% 337 -1.62%

Raw Material Cost 136 190 156 -28.13% -12.69% 152 -10.05%

Gross Profit 195 223 129 -12.38% 51.16% 185 5.28%

Gross Margin 58.86% 53.99% 45.24% 487bps 1361bps 55.00% 386bps

Sub Contract Expenses 83 88 43 -6.02% 91.94% 67 22.92%

Employee cost 22 22 19 -1.47% 17.09% 24 -6.27%

Other Expenses 58 70 48 -18.22% 20.83% 57 0.47%

EBITDA 33 42 19 -21.85% 68.05% 37 -12.00%

EBITDA margin % 9.84% 10.12% 6.80% -28bps 304bps 11.00% -116bps

Other Income 1 1 1 131.683% 122.277% 1 22.63%

Depreciation 6 4 5 44.620% 29.213% 4 54.37%

EBIT 28 38 15 -27.179% 82.249% 34 -18.78%

Finance cost 5 4 4 25.185% 22.378% 4 21.72%

Profit/ Loss on equity investment -0 -1 -1 -81.651% -87.309% -1 -87.31%

PBT 23 33 10 -32.146% 122.203% 29 -22.00%

Tax Expense 5 9 2 -42.476% 99.077% 7.27 -32.36%

Effective tax rate % 22% 26% 24% -389bps -252bps 25% -332bps

PAT 18 25 8 -28.60% 129.58% 22 -18.54%

PAT margin % 5.34% 6.02% 2.71% -68bps 263bps 6.45% -111bps
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Key Financials (Consolidated)

Source: Arihant Research, Company Filings

Income statement (INR cr) FY22 FY23 FY24E FY25E FY26E

Revenue 1,350 1,394 1,500 1,708 1,950 

Net Raw Materials 883 981 1012 1042 1189

Advt & Promotion 269 223 315 307 370

Employee Cost 64 77 45 102 117

Other Expenses 183 238 300 369 400

EBITDA 220 98 142 195 244 

EBITDA % 16.3 7.0 9.5 11.4 12.5

Depreciation (17) (18) (16) (21) (25)

Interest expense (10) (14) (19) (19) (17)

Other income 7 5 4 5 6 

Share of profits associate & JV (2) (6) (6) (6) (6)

Profit before tax 198 66 106 154 203 

Taxes (51) (13) (23) (34) (45)

Reported Net profit 147 52 82 120 158 

EPS 26.1 9.1 14.4 21.1 27.8

Balance sheet Consolidated (INR cr) FY22 FY23 FY24E FY25E FY26E

Equity capital 11 11 11 11 11 

Reserves 660 696 761 863 1,004 

Net worth 671 707 772 875 1,015 

Debt 237 201 251 221 191 

Other non-current liabilities 4 11 11 11 11 

Total Liabilities 913 920 1,036 1,109 1,219 

Fixed assets 81 83 165 224 268 

Capital Work In Progress 52 88 79 69 41 

Other non current assets 32 45 25 28 32 

Net working capital 740 698 580 596 651 

Inventories 475 358 366 347 363 

Sundry debtors 402 428 375 427 487 

Loans & Advances 0 0 1 1 1 

Other current assets 61 65 67 76 87 

Sundry creditors (176) (138) (211) (235) (265)

Other current liabilities & Provisions (22) (16) (17) (20) (23)

Cash 1 1 183 187 222 

Other Financial Assets 6 5 4 5 5 

Total Assets 913 920 1,036 1,109 1,219 

Cashflow Consolidated (INR cr) FY22 FY23 FY24E FY25E FY26E

Profit before tax 198 66 106 154 203 

Depreciation 17 18 16 21 25 

Tax paid (51) (13) (23) (34) (45)

Working capital ∆ (178) 43 118 (16) (55)

Operating cashflow (14) 113 216 125 128 

Capital expenditure (57) (55) (89) (69) (41)

Free cash flow (71) 58 127 56 87 

Equity raised 3 (7) (1) (1) (1)

Others (15) (12) 21 (4) (5)

Debt financing/disposal 89 (36) 50 (30) (30)

Dividends paid (17) (10) (17) (17) (17)

Other items 3 8 2 1 1 

Net ∆ in cash (7) 1 182 4 34 

Opening Cash Flow 7 1 1 183 187 

Closing Cash Flow 1 1 183 187 222 
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Ratios

Ratios FY22 FY23 FY24E FY25E FY26E 

Growth matrix (%) 

Revenue growth 30.2 3.2 7.6 13.8 14.2 

Operating profit growth 59.2 (55.3) 45.0 36.6 25.2 

Net profit growth 72.4 (64.3) 57.1 46.1 31.3 

Profitability ratios (%) 

RoCE 19.5 7.5 10.5 13.2 15.2 

RoNW 24.5 7.5 11.1 14.5 16.7 

RoA 16.2 5.6 7.9 10.8 12.9 

Per share ratios 

Dividend per share 3.0 1.7 3.0 3.0 3.0 

Book value per share 118.3 124.7 136.1 154.2 179.0 

Valuation ratios 

P/E 18.6 51.7 33.1 22.7 17.3 

P/CEPS 16.8 39.2 28.0 19.5 15.0 

P/B 4.1 3.9 3.6 3.1 2.7 

EV/EBIDTA 13.6 30.0 19.8 14.3 11.1 

Payout (%) 

Dividend payout 11.6 18.4 20.6 14.1 10.8 

Tax payout 25.8 20.1 22.0 22.0 22.0 

Liquidity ratios 

Debtor days 107.2 110.6 90.0 90.0 90.0 

Inventory days 193.7 131.3 130.0 120.0 110.0 

Creditor days 56.1 38.2 56.0 56.0 56.0 

Leverage ratios 

Interest coverage 21.8 6.0 6.8 9.5 13.6 

Net debt / equity 0.4 0.3 0.1 0.0 (0.0)

Net debt / op. profit 1.1 2.0 0.5 0.2 (0.1)

Du-Pont Analysis FY22 FY23 FY24E FY25E FY26E 

Tax burden (x) 0.7 0.8 0.8 0.8 0.8 

Interest burden (x) 0.9 0.8 0.8 0.9 0.9 

EBIT margin (x) 0.2 0.1 0.1 0.1 0.1 

Asset turnover (x) 1.4 1.3 1.3 1.3 1.4 

Financial leverage (x) 1.6 1.5 1.5 1.6 1.5 

RoE (%) 24.4 7.6 11.1 14.6 16.7 
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