Result Update

Rating matrix

Rating Buy
Target % 450
Target Period 12 months

Potential Upside 38%

Target Changed from ¥ 500 to < 450
EPS FY19E Changed from % 15.2 to ¥ 13.7
EPS FY20E Changed from ¥ 19.9 t0 T 19.2
Rating Unchanged

Quarterly performance

% Crore Q2FY19 Q2FY18 YoY (%) Q1FY19 QoQ (%)
Revenue 3,053.0 2,735.0 11.6 2,861.0 6.7%
EBITDA 2717.0 218.0 211 246.3 12.5%
EBITDA (%) 9.1 8.0 110 bps 8.6 46 bps
PAT 73.0 62.0 17.7 64.3 13.5%

Key financials

% Crore FY17 FY18E FY19E  FY20E
Net Sales 9,236 10,826 12,057 13,712
EBITDA 943 965 1,109 1,337
Net Profit 320.1 309.5 353.7 495.7
EPS () 12.4 12.0 13.7 19.2

Valuation summary

FY17 FY18E FY19E FY20E
P/E (x) 26.3 21.2 23.8 17.0
Target P/E (x) 36.2 37.5 32.8 23.4
EV/EBITDA (x) 12.0 11.9 10.6 8.8
P / BV (x) 2.4 2.2 2.0 1.8
RONW (%) 9.0 8.2 8.6 10.9
ROCE (%) 9.9 8.8 9.6 11.2
Particular Amount
Market Capitalization (X Crore) 8,431.0
Total Debt (FY18) (% Crore) 3,112.5
Cash (FY18) (X Crore) 65.5
EV (% Crore) 11,478.0
52 week H/L 477.8/289
Equity Capital (% Crore) 258.6
Face Value (%) 10.0

|

eer Comparison

™M 3M 6M 12M
Raymond 13.3 -4.6 -32.5 -20.6
Arvind 0.3 -20.8 -19.9 -19.4
KPR Mill -2.3 -9.5 -14.5 -22.0
Kewal Kiran Cloth. -5.2 -12.0 -16.6 -32.2
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Arvind Ltd (ARVMIL)

Margin profile improves for brands business...

e NCLT has approved the demerger of Arvind Fashions and Anup
Engineering from Arvind Ltd. The company has reported financials for
its continuing business only. However, for the purpose of comparison,
the company has provided the consolidated summary

e Revenues from the textile division (excluding advanced materials)
grew 6.4% YoY to T 1488 crore mainly driven by 15%, 14% growth in
the garmenting, woven division, respectively. The denim business
continues to remain under pressure due to stiff competition and
oversupply situation in the country. Denim segment reported 3% YoY
growth (down 8% QoQ) to ¥ 433 crore. The advanced material division
reported strong revenue growth of 21% YoY to ¥ 145 crore. The
revenue trajectory for Brands & Retail division (B&R) slowed down in
the quarter with growth of 9% YoY (13% adjusted growth) to ¥ 1227
crore. A shift in the festive season and weak Onam sales impacted
growth. Consolidated revenues grew 12% YoY to ¥ 3053 crore

e EBITDA margins for B&R division improved 60 bps YoY to 6.2% on
account of improved profitability in emerging brands and speciality
retail. For textiles division, margins declined 70 bps YoY to 12.4% on
account of reduced drawback rates. EBITDA margins for advanced
material division improved significantly to 9.8% vs. 1.6% in Q2FY18

Lowers guidance for textiles segment (excluding advance material)

For H1FY19, textiles division registered subdued revenue growth of 4%
with EBITDA margins declining ~200 bps to 12.1%. Following the same,
the management has lowered its revenue guidance to 5-6% for FY19E.
The cut in guidance was on account of a) lower denim sales triggered by
likely inventory correction & over supply situation in the country and b)
three to six months’ delay in new garmenting manufacturing projects
(lowered growth guidance from 35% to 20% in FY19E). Arvind is
aggressively expanding capacity of garmenting facility from current 30
million (mn) pieces to ~90 mn pieces in the next three years [Ranchi (9.6
mn pieces), Ahmedabad cluster (20 mn pieces), Ethiopia (8.4 mn pieces),
AP (6 mn pieces)]. Arvind is planning to increase captive consumption of
fabric from10% currently to ~ 25% in next two three years.

Brand & retail segment to pick up in H2FY19...

For B&R division, Q2FY19 begun on a positive note with double digit LTL
growth in July. However, due to a shift in festive season and weak Onam
sales, the division witnessed soft LTL growth in August and negative in
September. The division reported revenue growth of 9% YoY (13%
adjusted growth) to ¥ 1227 crore, mainly driven by healthy growth in
power brands (13% YoY to ¥ 742 crore). Profitability of the B&R segment
continued to improve in H1FY19 with EBITDA margins expanding ~100
bps YoY to 5.1%. The management is expecting H2FY19 to perform
much better particularly in Q3FY 19 due to shift in major festival.

Scale up of brands to enhance margins; maintain BUY!

< 326

Factoring in the moderate performance in H1FY19, we revise our earnings
estimates downwards for FY19/20E. Brand and retail are expected to
continue their revenue growth momentum and expected to grow at
~19% CAGR in FY18-20E, with improvement in profitability, while textile
segment revenues are expected to be driven by growth in the garmenting
segment and advanced material division. The recent stock price
correction (~15%) offers good entry opportunity. We maintain our BUY
recommendation on the stock with a revised target price of ¥ 450.
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ariance analysis

% crore Q2FY19  Q2FY19E Q2FY18 YoY (%) Q1FY19 Qo0Q (%) Comments

Revenue 3,053.0 3,025.8 2,735.0 11.6 2,861.0 6.7 Textile segment grew 6%, B&R segment reported 9%
YoY revenue growth

EBITDA 271.0 260.0 218.0 271 246.3 12.5

EBITDA Margin (%) 9.1 8.6 8.0 110bps 8.6 46 bps

PBT 121.0 105.0 93.0 30.1 95.0 214

Total Tax 35.0 26.8 21.0 29.6 22.2 57.4

Exceptional Item -134 -6.0 -4.5 NM -8.6 56.1 Exceptional expenses on account of retrenchment
related compensation

Reported PAT 72.6 75.7 61.5 17.9 64.2 13.1

Key Metrics Q2FY19  Q2FY18  YoY(%)  Q1FY19 QoQ (%)

Textiles

Revenue 1,488.0 1,399.0 6.4 1,561.5 4.7 Growth driven by 14%, 15% revenue growth in woven,
garmenting segment, respectively. Denim
reported marginal growth of 3% (down 9%
sequentially)

EBITDA 184.0 183.0 0.5 185.0 0.5

EBITDA margin (%) 124 13.1 -72 bps 11.8 52 bps Reduced duty drawback rates and higher pre-
operative expense in garmenting impacted margins

Brand & Retail

Revenue 1,221.0 1,128.0 8.8 1,016.4 20.7 Shift in festive season and weak Onam sales
impacted growth. Adjusted growth was at 13%
YoY

EBITDA 76.0 63.0 20.6 38.0 100.0

EBITDA margin (%) 6.2 5.6 61 bps 3.7 246 bps Improved profitability driven by emerging brands

Advanced material

Revenue 145.0 120.0 20.8 127.4 13.8

EBITDA 14.0 2.0 600.0 10.0 40.0

EBITDA margin (%) 9.7 1.7 799 bps 78 181bps Operating leverage and higher unlit realisation led to

Source: Company, ICIC/ Direct Research

significant margin expansion.

Change in estimates

(% Crore) FY18E (0][s]
Revenue 10,826.1 12,375.2
EBITDA 965.0 1,157.4
EBITDA Margin (%) 8.9 9.4
PAT 309.5 392.2
EPS ) 12.0 15.2

Source: Company, ICIC/ Direct Research

FY19E FY20E
New % Change Old New % Change
12,056.7 -2.6 14,030.1 13,711.8 -2.3
1,108.5 -4.2 1,356.6  1,336.8 -1.5
9.2 -16 bps 9.7 9.7 8 bps
353.7 -9.8 514.4 495.7 -3.6
13.7 -9.8 19.9 19.2 -3.5

ICICI Securities Ltd | Retail Equity Research
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Details of de-merger

Exhibit 1: Consolidated structure to be divided into three independent listed companies...

Arvind Limited Independent Listed companies

Branded . . Arvind ) i

Apparel Engincering Arvind Engineering
Branded . o
Apparel Engineering

Source: Company, ICICI Direct Research

The de-merger would result in three independent listed entities. The
textile business, which includes denim, wovens, garments, technical
textiles, etc, would continue to be a part of Arvind Ltd. The branded
apparel business, which includes 15 brands [Tommy Hilfiger, USPolo,
Arrow, Flying Machine, Gap, Aeropostale, The Children Place (TCP),
Sephora, etc] will be de-merged into Arvind Fashion (AFL). The
consideration would be one share of AFL for every five existing Arvind
shares. In addition to AFL shares, the engineering division (including
Anup and recently formed Anveshan) would also be demerged. Anup
would be merged with Anveshan while the renamed listed entity would
be Anup Engineering. The consideration would be one share of Anup for
every 27 existing Arvind shares.

Key indicators of independent entities...

Exhibit 2: Key indicators of de-merged entities...

: Arvind Anup Engineering

Anind Ltd Fashions Ltd. Limited
FY18 Revenue (in crs) % 6750 crore < 3852 crore 3 224 crore
(Revenue growth) (7%) (33%) (21%)
FY18 EBITDA (in crs) < 677 crore < 235 crore 3 54 crore
EBITDA Margin 10.0% 6.1% 23.9%
Net Debt as on FY18 % 2578 crore % 745 crore Net Cash of % 46 crore
Shareholders Equity ~X 2551 crore %1217 crore ¥ 209 crore

Source: Company, ICIC/ Direct Research

ICICI Securities Ltd | Retail Equity Research
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Key conference call takeaways...

e The record date for allotment of shares of Arvind Fashion and Anup
Engineering is likely to be November 29, 2018. The listing of the
companies is expected in early February 2019

e For FY19, the management has maintained its guidance of 10% for
its textile entity (that includes advanced material division). However,
it has cut its guidance on the textile division to 5-6% (earlier guided
for 10%) on account of a) lower denim sales triggered by likely
inventory correction & over supply situation in the country and b) 3-6
month’s delay in new garmenting manufacturing projects (lowered
growth guidance from 35% to 20% in FY19E). The management has
increased the revenue guidance for advanced material division to
24% for FY19E. On the profitability front, overall margins for the
textile unit are expected to improve 100 bps YoY, with advance
material division likely to clock 9% EBITDA margin (vs. -1% last year)
and textile margin to be lower by 80 bps

e Revenue guidance for B&R segment is maintained at 20% YoY with
100 bps likely improvement in EBITDA margins for FY19E

e Arvind is aggressively expanding the capacity of the garmenting
facility from current 30 million pieces to ~90 million pieces over the
next three years. The company is setting up a garmenting facility in
Ranchi (9.6 mn pieces), Ahmedabad cluster (20 mn pieces), Ethiopia
(8.4 mn pieces), AP (6 mn pieces)

e Volumes of the denim segment remained flattish at 21 mn metre
with average realisation increasing 7% YoY to ¥ 190/meter. Woven
segment reported volume growth of 17% to 34 mn meter (14%
growth in the domestic market

e Online sales grew 48%, which is in line with increasing e-commerce
penetration in fashion retail

e The innerwear business (consisting of US Polo, Hanes and Calvin
Klein) registered 33% revenue growth in Q2FY19. The management
expects it to grow 50%+ in FY19E

¢ The management continues to invest in brand building activities with
marketing spends up 40% YoY in Q2FY19

e Reported revenues for the brand & retail segment for Q2FY19 and
Q2FY18 were higher by % 61 crore and % 96 crore, respectively, on
account of implementation of Ind-As 115.

ICICI Securities Ltd | Retail Equity Research Page 4



Exhibit 3: Everything for everyone..!!!
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Source: Company, ICIC/ Direct Research
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Company Analysis

Arvind - One stop shop for apparel requirements

Arvind possesses key ingredients that would enable it to capture the high
trajectory growth opportunity in the apparel segment. Having diversity in
offerings across menswear, womenswear and kidswear positions the
company as a one stop to shop for all apparel requirements of a family.
The company is equipped with probably the best portfolio of brands (both
owned and licensed) in the Indian apparel industry coupled with a
nationwide reach that would enable it to reach a large quantum of
customers across various price points. Arvind has products with a price
range starting from as low as ¥ 400 to as high as ¥ 15000, which provides
a variety of choices and entry points for each and every customer.
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inspired comfort

Over a period of time, Arvind has strategically built up its brand portfolio,
which includes a blended combination of mass brands, entry level
brands, premium brands and super premium brands. With this
combination, the company manages to capture customers across the
income pyramid. For menswear, it has entry level brands like Excalibur
and Cherokee and power brands like Arrow, US Polo and Flying Machine.
For women, it has brands like Elle and Karigari. For kidswear, it has
association with major brands like The Children’s Place (TCP) and GAP for
kids. Furthermore, brands like Tommy Hilfiger and GAP are available
across categories. Also, in the innerwear segment, the company is well
positioned with brands like Hanes & Tommy Hilfiger.

ICICI Securities Ltd | Retail Equity Research
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Exhibit 4: Consolidated revenue trend
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Exhibit 5: EBITDA and EBITDA margin trend
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Exhibit 6: Consolidated net profit
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Valuation

Standalone capex to focus on high asset turnover garmenting segment

Over the past few years, the company’s investments in augmenting its
garmenting capacity and textile capabilities were insignificant. With the
recent demerger, the investments in expansion of its intention to triple its
garmenting capacity to a targeted 90 million pieces over next three years.
Further, currently only 10% of fabrics produced are used for production
of garments. The company intends to increase to 25% by 2020 and 50%
by 2022. With the enhancement of capacity, standalone revenues would
be mainly driven by garments. Garment revenues have increased at a
CAGR of 20% in 2013-18. This is further expected to grow at a CAGR of
~19% in FY18-20E. Furthermore, additional investments in new segments
like advanced material will drive Arvind Ltd revenues. We believe the
standalone business has different dynamics and has very different
working capital cycle.

We value the standalone business on the basis of EV/EBITDA and assign
an industry average EV/EBITDA multiple of 6.0x FY20E. Hence, we arrive
at a targeted market capitalisation of ¥ 1932.5 crore and value of
% 75/share.

Exhibit 7: Valuing standalone business....
Arvind Textile & others

Target EV/EBITDA (x) 6.0
EBITDA (FY20E) X Crore) 775.1
Net Debt (T Crore) 2,718.2
Enterprise Value (% Crore) 4,650.7
Target Market cap Core business (3 crore) 1,932.5
Value/Share () 75

Source: Company, ICIC/ Direct Research

Exhibit 8: Valuing Anup Engineering ....

Target EV/EBITDA (x) 10
EBITDA (FY20E) (% Crore) 70.0
Net Debt -

Enterprise Value (% Crore) 665.0
Target Market cap Core business (% crore) 665.0
Value/Share (%) 25

Source: Company, ICIC/ Direct Research
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Brands & retail business - stability to remain crucial...

The theme around brands and positioning apparel as a ‘bridge to luxury’
segment has seen only a handful of players like Madura and Page getting
it right and being successful. The growth from branded apparel has been
lumpy with close to 200 international brands currently present in the India
fashion segment. Over a decade, the company believes it has added
sufficient number of brands and now wants to focus on its monetisation.
The restructuring of Megamart (to Unlimited) and closure of unsuccessful
ventures like Debenhams and Next affirm the management efforts to
focus on profitable growth.

Majority of brands in India, though not profitable, are targeting revenue
growth. However, profitability will creep in once significant scale is
achieved. To quote the management, “When a brand attains a turnover of
¥ 100-150 crore it gets out of negative EBITDA. By the time it touches
¥ 250 crore, RoCE becomes attractive. By the time it gets to ¥ 350 crore, a
brand makes tonnes of money”. With the currently successful launch of
GAP store and target audience for Aeropostale, it is well poised to create
a number of powerbrands by 2020. We believe this business would be
valued on the basis of the sales that the company is able to achieve and
following this, the estimated market capitalisation that it would demand.
We value its brands & retail business using the EV/Sales multiple. Thus,
we value the company at an average multiple of 2x and arrive at a value
of ¥ 350 per share.

Exhibit 9: Valuing brands & retail business....

Target EV/Sales (x) 2
Sales (FY20E) 5,494.1
Net Debt (T crore) 679.5
Enterprise Value (% Crore) 10,713.5
Market Capitalization for 90% stake 9,030.5
No. of Shares 25.8
Price target (%) 350

Source: Company, ICIC/ Direct Research

Consolidated valuation

Applying the EV/EBITDA multiple of 6.0x to its textiles business
(X 75/share) and EV/sales multiple of 2x to its brands & retail business
( 3b0/share) and Anup Engineering at 10x EV/EBITDA
(X 25/share), we revise our consolidated target price to ¥ 450/share.

ICICI Securities Ltd | Retail Equity Research Page 8
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Recommendation history vs. Consensus
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Key events

Date Event

Dec-04 Arvind Brands Ltd made subsidiary company of Arvind

Jul-10 Launches The Arvind Store and its first major real estate project

Oct-11 Sets up joint venture for marketing Tommy Hilfiger brand

Aug-12 Signs distribution agreement with Billabong Arvind acquires India operations of Debenhams, Next, Nautica

Sep-13 Signs agreement for licenses of Hanes Enters long term licensing agreement with Iconix Lifestyle India

Oct-14 Buys 49% stake in Calvin Klein in India Set up joint venture (JV) with Goodhill Corporation of Japan for launch of formal suits

May-15 Launches the first GAP store in Delhi; the company ties up with American specialty retailer - Aeropostale

Jul-15 Reports Q1FY16 results with 6% growth in revenues; brands & retail revenues at ¥ 527 crore

Oct-15 Reports Q2FY16 results in line with estimates. Textiles grew by 5% YoY and Brands & Retail grew by 9% YoY

Feb-16 Reports Q3FY16 results in line with expectation. Textiles remained stagnant and brand & retail grow 12%

May-16 Launch of nnnow.com

Aug-16 Reports Q1FY17 results in line with expectation. Textiles grew by 13%; brand & retail grew by 26%

Oct-16 Reports Q2FY17 results. Stake sale of 10% to "Multiples" at ¥ 740 crore in ALBL. Revenues grew by 19% YoY; Brands & Retail grew by 33% YoY, textile grew by
9%

Jan-17 Reports Q3FY17 results with revenues growth of 15% YoY; Brands & Retail grew by 25% YoY, textile grew by 8%. Debt reduced to ¥ 2780 crore

Source: Company, ICIC/ Direct Research

Sharcholding Pattern

Rank Investor Name Latest Filing Date % 0/S  Position Change (m) i (in %) Sep-17 Dec-17 Mar-18 Jun-18 Sep-18
1 Aura Securities Pvt. Ltd. 30-Sep-18 36.95% 95.6 0.0 Promoter 42.9 42.9 42.9 42.9 43.0
2 HDFC Asset Management Co., Ltd. 30-Sep-18  4.52% 11.7 22 Fl 271 211 2387 224 222
3 Kotak Mahindra Asset Management Company Ltd. 30-Sep-18  4.23% 10.9 0.2 DI 14.1 13.8 181 18.6 167
4 Franklin Templeton Asset Management (India) Pvt. 30-Sep-18  2.76% 7.1 0.2 Others 159 162 153 161 181
5 AML Employees Welfare Trust 30-Sep-18  2.45% 6.3 0.0

6 Dimensional Fund Advisors, L.P. 30-Sep-18  2.19% 5.7 0.0

7 Sundaram Asset Management Company Limited 30-Sep-18  1.82% 4.7 -0.2

8 Multiples Alternate Asset Management Private Limi 30-Sep-18  1.77% 4.6 0.0

9 Reliance Nippon Life Asset Management Limited 30-Sep-18  1.68% 4.3 -1.4

10  Lalbhai Group 30-Sep-18  1.60% 4.1 0.0

Source: Reuters, ICICI Direct Research

BUY SELL
Investor Name Value Shares [ Investor Name \EI Shares
HDFC Asset Management Co., Ltd. 9.5 2.2 Life Insurance Corporation of India -19.2 -4.4
TT International 8.9 1.5 Reliance Nippon Life Asset Management Limited -6.2 -1.4
L&T Investment Management Limited 1.8 0.3 UTI Asset Management Co. Ltd. -4.6 -1.1
Franklin Templeton Asset Management (India) Pvt. Ltd. 0.9 0.2 DSP Investment Managers Pvt. Ltd. -3.0 -0.7
Indiabulls Asset Management Company Limited 0.9 0.2 Tata Asset Management Limited -3.7 -0.7

Source: Reuters, ICICI Direct Research
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Profit and loss statement Z Crore Cash flow statement % Crore
(Year-end March) FY17 FY18E FY19E FY20E (Year-end March) FY17 FY18E FY19E FY20E
Total operating Income 9,235.5 10,826.1 12,056.7  13,711.8 Profit after Tax 320.1 309.5 353.7 495.7
Growth (%) 15.3 17.2 11.4 137 Add: Depreciation 297.1 359.3 388.7 438.9
Raw Material Expenses 4,196.5 5,259.5 57871.2  6,581.7 (Inc)/dec in Current Assets (453.5) (1,353.3)  (604.4)  (731.5)
Employee Expenses 1,09.3 1.264.7 14165  1,558.2 Inc/(dec) in CL and Provisions 299.9 962.7 238.9 362.8
Manufacturing & Other Expenses  2,986.5 3,322.7 3,684.2 4,166.7 Others . - - -
Project Expenses 12.9 14.2 60.3 68.6 CF from operating activities 463.5 278.3 376.8 565.9
Total Operating Expenditure 8,292.2 9,861.2 10,948.1  12,375.1 (Inc)/dec in Investments 147.8 285.4 (5.5) (5.8)
EBITDA 943.4 965.0 11085  1,336.8 (Inc)/dec in Fixed Assets (445.6)  (759.8)  (589.7)  (592.9)
Growth (%) 23 14.9 20.6 (Inc)/dec in CWIP 3.2 5.1 1.7 (1.0)
Depreciation 297.1 359.3 388.7 438.9 Others - . - -
Interest 288.4 251.9 212.4 218.4 CF from investing activities (294.6)  (469.3)  (593.5)  (599.7)
Other Income 78.0 62.6 65.8 69.0 Issue/(Buy back) of Equity 0.1 0.3 - -
PBT 435.9 410.4 513.2 688.4 Inc/(dec) in loan funds (853.2) 146.9 250.0 75.0
Growth (%) 0.4 (5.9 25.1 341 Others 677.1 55.5 (42.9) (57.4)
Total Tax 99.7 14.6 137.5 192.8 CF from financing activities (176.0) 202.6 207.1 17.6
PAT (adj. exceptional gains/loss) 320.1 309.5 363.7 495.7 Net Cash flow (7.0) 11.6 (9.5) (16.2)
Growth (%) 1.2 (3.3) 14.3 40.2 Opening Cash 60.9 53.9 65.5 56.0
EPS ) 124 120 137 19.2 Closing Cash 53.9 65.5 56.0 39.8

Source: Company, ICIC/ Direct Research
Source: Company, ICIC/ Direct Research

Balance sheet X Crore
(Year-end March) FY17 FY18E FY19E FY20E (Year-end March) FY17 FY18E FY19E FY20E
Liabilities Per share data (%)

Equity Capital 258.4 258.6 258.6 258.6 EPS 12.4 12.0 13.7 19.2
Reserve and Surplus 3,309.4 3,524.2 3,842.5 4,288.6 Cash EPS 23.9 25.9 28.7 36.1
Total Shareholders funds 3,567.8 3,782.9 4,101.1 4,541.3 BV 138.1 146.3 158.6 175.8
Total Debt 2,965.6 31125 3,362.5 3,431.5 Cash Per Share 2.1 2.5 2.2 1.5
Deferred Tax Liability (144.1) (149.8) (157.2) (165.1) Operating Ratios

Minority Interest / Others 151.4 307.2 307.2 307.2 EBITDA Margin (%) 10.2 8.9 9.2 9.7
Total Liabilities 6,540.7 7,052.8 7,613.6 8,126.8 PBT Margin (%) 4.5 3.6 4.1 5.0
Assets PAT Margin (%) 3.4 2.9 2.9 3.6
Gross Block 4,012.6 4,592.6 5,182.2 5,775.1 Inventory days 94.2 88.3 89.0 88.5
Less: Accumlated depreciation 607.7 967.0 1,355.7 1,794.6 Debtor days 32.2 59.6 60.0 60.0
Net Block 3,404.9 3,625.5 3,826.5 3,980.5 Creditor days 58.4 72.4 71.8 72.4
Capital WIP 94.8 89.7 88.0 89.0 Return Ratios (%)

Intangibles 148.9 328.7 328.7 328.7 RoE 9.0 8.2 8.6 10.9
Total Fixed Assets 3,499.8 3,715.3 3,914.5 4,069.5 RoCE 9.9 8.8 9.6 1.2
Investments 396.0 110.6 116.2 122.0 RolC 10.8 9.1 10.0 11.6
Inventory 2,382.8 2,619.4 2,939.8 3,324.6 Valuation Ratios (x)

Debtors 813.9 1,767.0 1,981.9 2,254.0 P/E 26.3 27.2 23.8 17.0
Loans and Advances 584.7 533.8 587.2 645.9 EV / EBITDA 12.0 11.9 10.6 8.8
Other Current Assets 564.4 778.8 794.4 810.3 EV / Net Sales 1.2 1.1 1.0 0.9
Cash 53.9 65.5 56.0 39.8 Market Cap / Sales 0.9 0.8 0.7 0.6
Total Current Assets 4,399.6 5,764.5 6,359.3 7,074.6 Price to Book Value 2.4 2.2 2.0 1.8
Trade Payables 1,478.8 2,147.2 2,31.7 2,719.8 Solvency Ratios

Provisions 64.5 81.6 89.4 91.1 Debt/EBITDA 3.1 3.2 3.0 2.6
Other Current Liabilities 360.2 631.5 644.1 657.0 Debt / Equity 0.8 0.8 0.8 0.8
Total Current Liabilities 1,903.6 2,866.3 3,105.1 3,467.9 Current Ratio 2.3 2.0 2.0 2.0
Net Current Assets 2,496.1 2,898.2 3,254.2 3,606.6 Quick Ratio 1.0 1.1 1.1 1.1
Application of Funds 6,540.7 7,052.8 7,613.6 8,126.8 Source: Company, ICIC/ Direct Research

Source: Company, ICIC/ Direct Research
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ICICI Direct Research coverage universe (Retail & Textile)
CMP M Cap EPS ) P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)

Sector /Company () TP(X) Rating (% Cr) FY19E FY20E FY19E FY18 FY19E FY20E FY18 FY19E FY20E FY18 FY19E FY20E
Kewal Kiran Cloth. 1255 1140 Hold 1547 59.4 674 71.2 21.1 18.6 17.6 156 13.7 13.1 20.6 21.7 215 183 19.2 19.0

Page Industries 29310 28880 Hold 32692 311.1 410.8 526.0 94.2 71.3 55.7 64.3 50.3 398 57.2 60.8 63.4 41.0 44.2 45.8
Rupa & Company 305 470 Buy 2409 10.8 125 159 28.2 244 19.2 207 179 145 227 239 27.6 173 18.0 20.3

Vardhman Textiles 1052 1200 Hold 6045 103.1 114.8 133.3 10.2 9.2 7.9 9.3 1.6 6.7 102 11.9 127 11.7 11.9 125

Arvind Ltd 326 450 Buy 8431 120 137 192 272 238 170 119 106 88 88 96 11.2 82 8.6 10.9
Source: Company, ICIC/ Direct Research
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RATING RATIONALE

ICICI Direct Research endeavours to provide objective opinions and recommendations. ICICI Direct Research
assigns ratings to its stocks according to their notional target price vs. current market price and then
categorises them as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and
the notional target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction;
Buy: >10%/15% for large caps/midcaps, respectively;

Hold: Up to +/-10%;

Sell: -10% or more;

!
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Analyst Award 2012

Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

We /I, Bharat Chhoda, MBA and Cheragh Sidhwa, MBA Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately
reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this
report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, /inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities
Limited is a Sebi registered Research Analyst with Sebi Registration Number — INH000000990. ICICI Securities Limited Sebi Registration is INZ000183631 for stock broker. ICICI Securities is a wholly-owned
subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking
and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts
and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and
meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without
prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current.
Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended
temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICl Securities might be acting in an advisory capacity to this
company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial
instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate
the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any
loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the
risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment
in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned
in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any
compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts
and their relatives have any material conflict of interest at the time of publication of this report.

It is confirmed that Bharat Chhoda, MBA and Cheragh Sidhwa, MBA Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding
twelve months.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month
preceding the publication of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

It is confirmed that Bharat Chhoda and Cheragh Sidhwa, MBA Research Analysts do not serve as an officer, director or employee of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities

described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and
to observe such restriction.
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