Bata

Accumulate

View: Double digit growth in Retail channel; Maintain Accumulate
Bata’s Q4FY19 revenues and EBITDA were below our estimates, but APAT
was in line. The lower revenue growth in the quarter was due to the below-
normal performance in the e-commerce channel and a one-off institutional
order in base quarter. However, the retail channel grew in double digits.
We have broadly maintained our FY20E and FY21E EPS estimates at ¥ 27.9
and ¥ 31.1, respectively. We value Bata at 45x FY21E EPS to arrive at a TP
of ¥ 1,415. We believe that the company has a high growth potential,
especially after the recent changes at the stores and strong new brand
building campaigns. Therefore, the high valuations for the stock is justified.
Maintain Accumulate.

Going ahead, we believe that Bata’s sales will continue to rise, as the
company has addressed most of the issues related to stock management.
In addition, steps such as store renovations, online systems at the stores,
and ongoing marketing campaigns are likely to benefit the company in the
ensuing quarters. Moreover, premiumisation, cost saving measures, and
GST rate change (18% to 5% for ¥ 500 —% 1,000) are key triggers to increase
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Scrip Details
Equity / FV Z643mn /X5
Market Cap < 172bn
USS 2bn
52-week High/Low % 1,480/R 739
Avg. Volume (no) 811,607
NSE Symbol BATAINDIA
Bloomberg Code BATA IN

Shareholding Pattern Mar'19(%)

fate c Promoters 53.0
profitability. MF/Banks/Fls 21.6
Revenue and EBITDA missed estimates, APAT in line Flls 11.6
Revenue rose 7.4% YoY to ¥ 6.8bn in Q4FY19. The gross margin expanded Public / Others 13.9
120bps to 57.1%. A 50/10 bps expansion in other expense/rent costs was
mitigated by a 120/30bps decline in RM costs/employee expenses. Valuation (x)

Consequently, EBITDA margin expanded 90bps to 13.9%. EBITDA increased FY19A FY20E FY21E
14.8% YoY to T 945mn. APAT jumped 31.2% YoY to ¥ 683mn. RPAT P/E 56 430 231
increased 69.5% YoY to ¥ 883mn considering tax reversal of ¥ 199mn. : : .
Results broadly in line with our channel check EV/ESITOA o 282 20
Our channel checks across geographies suggested that Bata has high ROE (%) 20.4 19.0 18.4
recognition in the domestic footwear market, especially in the mass and ~ ROACE (%) 195 193 186
mid-premium category. The Power brand continues to gain traction in
most of the regions. In addition, Bata has addressed issues related to stock  Estimates (¥ mn)
managemen_t and qld store renovations. Going ahead, we believe that the FYIOA FY20E FY21E
strategy to invest in brand ambassadors to attract youth and push key
categories with refreshed collection should increase sales. Revenue 29,284 32,945 37,063
EBITDA 4,773 5,561 6,211
Q4FY19 Result (X Mn)
PAT 3,297 3,585 3,996
Particulars 4FY19 4FY18  YoY (% 3FY19 0Q (% z 721 279 311
Revenue 6,794 6,323 7.4 7.787 (12.8) EPS R) _ _ _
Total Expense 5,849 5,500 6.3 6,151 (4.9)
EBITDA 945 823 14.8 1,636 (42.2)
Depreciation 166 169 (1.3) 170 (2.4)
EBIT 779 654 19.0 1,466 (46.9)
Other Income 279 137  103.8 137 103.3 VP Research: Sachin Bobade
Interest 6 20 (71.2) 9 (36.6) Tel: +91 22 40969731
EBT 1,251 771 19.0 1,594 (21.5) E-mail: sachinb@dolatcapital.com
Tax 369 250 47.3 562 (34.4)
RPAT 883 521 69.5 1,032 (14.4) Associate: Nikhat Koor
APAT 683 521 31.2 1,032 (33.8) Tel: +91 22 40969764
(bps) (bps) E-mail: nikhatk@dolatcapital.com
Gross Margin (%) 57.1 55.9 121 58.6 (148)
EBITDA Margin (%) 13.9 13.0 89 21.0 (710)
NPM (%) 13.0 8.2 476 13.2 (26)
Tax Rate (%) 29.5 325 (300) 35.3 (581) <
EBIT Margin (%) 11.5 10.4 111 18.8 (736) DOLAT CAPITAL
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Exhibit 1: Change in estimate

T Mn FY20E FY21E
New Previous Chg (%) New Previous Chg (%)
Revenue 32,945 33,414 (1.4) 37,063 37,590 (1.4)
EBITDA 5,561 5,799 (4.1) 6,211 6,479 (4.1)
EBITDA Margin (%) 16.9 17.4 (50) 16.8 17.2 (50)
PAT 3,585 3,661 (2.1) 3,996 4,097 (2.5)
EPS (%) 27.9 28.5 (2.1) 31.1 31.9 (2.5)
Source: DART, Company
Exhibit 2: Revenue Trend Exhibit 3: EBITDA Trend
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Exhibit 4: Gross margin Trend (%)

Source: DART, Company

Exhibit 5: Net profit trend
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Profit and Loss Account

(X Mn) FY18A FY19A FY20E FY21E
Revenue 26,293 29,284 32,945 37,063
Total Expense 22,755 24,512 27,384 30,852
COGS 11,959 12,843 14,515 16,403
Employees Cost 2,954 3,311 3,698 4,131
Other expenses 7,842 8,358 9,172 10,318
EBIDTA 3,538 4,773 5,561 6,211
Depreciation 604 640 675 691
EBIT 2,934 4,133 4,885 5,520
Interest 42 35 35 35
Other Income 508 685 685 685
Exc./ E.O. items 0 199 0 0
EBT 3,400 4,982 5,535 6,170
Tax 1,164 1,685 1,951 2,174
RPAT 2,236 3,297 3,585 3,996
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 0 0 0
APAT 2,236 3,097 3,585 3,996
Ellance Sheet

(X Mn) FY18A FY19A FY20E FY21E
Sources of Funds

Equity Capital 643 643 643 643
Minority Interest 0 0 0 0
Reserves & Surplus 14,145 16,823 19,541 22,570
Net Worth 14,787 17,465 20,183 23,213
Total Debt 0 0 0 0
Net Deferred Tax Liability 5 (72) (72) (72)
Total Capital Employed 14,793 17,393 20,111 23,141
Applications of Funds

Net Block 2,945 3,146 3,271 3,380
CWIP 121 173 173 173
Investments 50 50 50 50
Current Assets, Loans & Advances 17,279 20,342 24,497 28,380
Inventories 7,621 8,391 9,007 10,133
Receivables 886 653 866 974
Cash and Bank Balances 5,884 8,390 11,610 14,102
Loans and Advances 1,084 1,149 1,256 1,413
Other Current Assets 1,805 1,759 1,759 1,759
Less: Current Liabilities & Provisions 5,602 6,316 7,878 8,840
Payables 4,820 5,155 6,703 7,541
Other Current Liabilities 783 1,161 1,175 1,299
Net Current Assets 11,677 14,026 16,619 19,539
Total Assets 14,793 17,393 20,111 23,141

E — Estimates
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Important Ratios

Particulars FY18A FY19A FY20E FY21E
(A) Margins (%)

Gross Profit Margin 54.5 56.1 55.9 55.7
EBIDTA Margin 13.5 16.3 16.9 16.8
EBIT Margin 11.2 14.1 14.8 14.9
Tax rate 34.2 33.8 35.2 35.2
Net Profit Margin 8.5 11.3 10.9 10.8
(B) As Percentage of Net Sales (%)

COGS 45.5 43.9 44.1 44.3
Employee 11.2 11.3 11.2 11.1
Other 29.8 28.5 27.8 27.8
(C) Measure of Financial Status

Gross Debt / Equity 0.0 0.0 0.0 0.0
Interest Coverage 69.9 116.5 137.8 155.7
Inventory days 106 105 100 100
Debtors days 12 8 10 10
Average Cost of Debt

Payable days 67 64 74 74
Working Capital days 162 175 184 192
FAT/O 8.9 9.3 10.1 11.0
(D) Measures of Investment

AEPS (3) 17.4 24.1 27.9 31.1
CEPS () 22.1 29.1 33.1 36.5
DPS (3) 4.2 6.2 6.7 7.5
Dividend Payout (%) 24.2 25.7 24.2 24.2
BVPS (%) 115.1 135.9 157.0 180.6
ROANW (%) 15.9 20.4 19.0 18.4
ROACE (%) 16.2 19.5 19.3 18.6
ROAIC (%) 34.5 46.1 55.8 62.9
(E) Valuation Ratios

CMP (%) 1340 1340 1340 1340
P/E 77.0 55.6 48.0 43.1
Mcap (? Mn) 172,195 172,195 172,195 172,195
MCap/ Sales 6.5 5.9 5.2 4.6
EV 166,311 163,805 160,585 158,093
EV/Sales 6.3 5.6 4.9 4.3
EV/EBITDA 47.0 34.3 28.9 25.5
P/BV 11.6 9.9 8.5 7.4
Dividend Yield (%) 0.3 0.5 0.5 0.6
(F) Growth Rate (%)

Revenue 6.6 11.4 12.5 12.5
EBITDA 27.4 349 16.5 11.7
EBIT 38.0 40.9 18.2 13.0
PBT 45.6 46.5 11.1 11.5
APAT 23.9 38.5 15.7 11.5
EPS 23.9 38.5 15.7 11.5
Cash Flow

(? Mn) FY18A FY19A FY20E FY21E
CFO 1,607 4,231 4,922 4,294
CFI (754) (893) (800) (800)
CFF (178) (833) (902) (1,002)
FCFF 853 3,339 4,122 3,494
Opening Cash 5,209 5,884 8,390 11,610
Closing Cash 5,884 8,390 11,610 14,102

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy >20%
Accumulate 10 to 20%
Reduce 0to 10%
Sell < 0%
Rating and Target Price History
® . Month Rating T ) Price ()
1.490 - BATA Target Price Feb-18 Accumulate 778 715
' May-18 Accumulate 824 760
1,320 - Jun-18 Accumulate 908 831
1.150 - Jul-18 Accumulate 940 904
' Sep-18 Accumulate 1,103 1,064
980 - Nov-18 Accumulate 1,103 1,007
810 - Feb-19 Accumulate 1,339 1,191
640 — T r—r— T
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DART Team
Purvag Shah Managing Director purvag@dolatcapital.com  +9122 4096 9747
Amit Khurana, CFA  Head of Equities amit@dolatcapital.com +9122 4096 9745
CONTACT DETAILS
Equity Sales Designation E-mail Direct Lines
Dinesh Bajaj VP - Equity Sales dineshb@dolatcapital.com  +9122 4096 9709
Kartik Sadagopan VP - Equity Sales kartiks@dolatcapital.com +9122 4096 9762
Kapil Yadav VP - Equity Sales kapil@dolatcapital.com +9122 4096 9735
Ashwani Kandoi AVP — Equity Sales ashwanik@dolatcapital.com +9122 4096 9725
Lekha Nahar Manager — Equity Sales lekhan@dolatcapital.com +9122 4096 9740
Equity Trading Designation E-mail
P. Sridhar SVP and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728
Chandrakant Ware VP - Sales Trading chandrakant@dolatcapital.com +9122 4096 9707

Shirish Thakkar

VP - Head Domestic Derivatives Sales Trading shirisht@dolatcapital.com

Kartik Mehta

Asia Head Derivatives

Bhavin Mehta

VP - Derivatives Strategist

+9122 4096 9702
kartikm@dolatcapital.com +9122 4096 9715
bhavinm@dolatcapital.com +9122 4096 9705
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the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person or entity.
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