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Back on growth trajectory on festive demand...

Titan is among few discretionary companies in our coverage to have
reverted back to heathy sales growth. Key takeaways from Q3FY21 results:
a) jewellery division posted healthy sales growth of 16% YoY with fall in
grammage arrested to 14% vs. 31% decline in Q2FY21, b) demand for gold
coins continues to be on higher end YoY but share QoQ falling (Q3FY21:
8%, Q3FY20: 5%, Q2FY21: 14%), c) share of studded ratio on uptrend with
absolute growth of 9% YoY in Q3FY21, with wedding jewellery also seeing
strong growth of 10% YoY d) watches division showed sharp improvement
QoQ but still below pre-Covid levels (~88%), e) increased its ad expenditure
by 72% QoQ to % 105 crore but still below its run-rate of ¥ 150-160 crore, f)
despite gross margins declining 300 bps YoY, EBITDA margins contracted
mere 50 bps YoY to 11% due to stringent cost control measures. Overall
12% sales growth in Q3FY21 is ahead of management’s internal target of
achieving normalcy by Q4FY21E. Revenue trajectory accelerated further in
January with jewellery division seeing 28% YoY growth driven by 16%
growth in studded ratio. Robust performance in challenging times reaffirms
our thesis of long term market share gains for Titan.

Strong brand patronage provides competitive edge

Despite competition by regional players in terms of higher discounting, Titan
has maintained its making charge percentage that has translated into higher
making charges per gram for its jewellery portfolio. This reflects the inherent
strength of the brand to absorb inflation in gold prices. We expect gross
margins to gradually revert back to pre-Covid levels (27-28%) on the back of
sustained improvement in share of studded ratio. Trends indicate that
demand for wedding jewellery is expected to perk up (16% YoY growth
witnessed in January), as people have cut down on other discretionary
spends leading to higher share of wallet for jewellery. Also, softness in gold
prices may result in better grammage recovery. The company expects
certain savings on fixed cost to be structural in nature except for marketing
expenses. On the balance sheet front, Titan has significantly focused on
optimising inventory and generating cash flows in FY21. Total capital
employed as on December 2020 for jewellery division has come down
significantly from March levels (X 1857 crore vs. X 3775 crore).

Valuation & Outlook

Factoring in the Q3FY21 performance and improvement in demand outlook,
we revise our earnings estimates upwards by 3-7% for FY22-23E. The
company’s ‘War on Waste’ programme is well on track with tight control on
inventory position and higher focus on gold on lease replenishment (~56%
of inventory). We expect initiatives to improve cash positions and
significantly enhance RolC (from 31% in FY20 to ~42% in FY23E). We build
in revenue and earnings CAGR of 14% and 22%, respectively in FY20-23E.
Healthy balance sheet, sustained focus on market share gains and better
earnings visibility prompts us to upgrade from HOLD to BUY with a revised
target price of ¥ 1830 (60x FY23E EPS, previous TP: % 1660).

Key Financial Summary

X Crore) FY19 FY20 FY21E
Net Sales 19,778.5 21,051.5 20,171.4
EBITDA 2,136.5 2,466.6 1,634.3
PAT 1,404.2 1,501.4 897.0
EPS (%) 15.8 16.9 10.1
P/E (x) 98.8 92.4 154.7
EV/Sales (x) 7.0 6.6 6.9
EV/EBITDA (x) 64.5 56.4 84.7
RoCE (%) 32.3 28.7 16.5
RoE (%) 23.1 22.5 12.4
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Particular Amount
Market Capitalisation (Z Crore) 1,38,761.0
Debt (FY20) [ Crore) 722.9
Cash (FY20) (% Crore) 381.2
EV (X Crore) 1,39,102.7
52 week H/L 1620/ 720
Equity Capital (% Crore) 88.8
Face Value (%) 1

® Re-imposition of lockdown
leading to

closures or restricted movement

restrictions store
of people negatively impacting
store footfalls leading to lower in-
store sales

® Delay in expansion of stores can
negatively impact the expected
revenue growth
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FY22E FY23E CAGR (FY20-23E)
26,959.8 31,471.7 14.3
3,323.4 4,067.2 18.1
2,174.6 2,705.2 21.7
24.5 30.5
63.8 51.3
5.1 4.3
4.4 33.6
32.4 33.2
24.2 24.8

Source: Company, ICICI Direct Research
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ﬂ Result Update| Titan Company ICICI Direct Research
Exhibit 1: Variance Analysis

Q3FY21 Q3FY21E Q3FY20 YoY (%) Q2FY21 QoQ (%) Comments
Grammage de-growth: 14%, gold prices up 32% YoY.
Revenue 7619.0 7490.7 6527.4 16.7  4553.0 67.3  Excluding the bullion sale of ¥ 340 crore, overall

revenues grew by 12% YoY

Gross margins contracted by 300 bps YoY on account of

Raw Material Expense 5,900.0 5,760.2 4,861.9 21.4  3,132.0 88.4 .
lower share of studded ratio

Employee Expenses 267.0 267.6 326.7 -18.3 248.0 1.7

Advertising Expenses 105.0 148.6 167.9 -37.5 61.0 72.1  Marketing spends increased on a sequential basis

Other Expenses 499.0 416.2 424 21.0 799.0 375 Other expense includes ineffective hedge cost worth ¥
51 crore

EBITDA 848.0 898.1 758.4 1.8 313.0 170.9 Negatllve |mp§ct of gross margins was partially offset
by rationalisation of fixed overheads

EBITDA Margin (%) 11.1 12.0 11.6  -49 bps 6.9 426 bps

Depreciation 96.0 97.8 87.7 9.4 94.0 2.1

Interest 51.0 50.0 44.7 14.0 49.0 4.1

Other Income 40.0 23.6 227 6.3 48.0 16.7 Other income includes rent waiver to the tune of T 6
crore

PBT before Exceptional item 741.0 774.0 648.7 14.2 218.0 239.9

Exceptional ltem 0.0 0.0 0.0 0.0

PBT 741.0 774.0 648.7 14.2 218.0 239.9

Tax Outgo 211.0 194.8 174.0 21.2 44.0 379.5

PAT 529.0 579.1 474.2 1.6 173.0 205.8 Steady operational performance led to PAT growth of
12% YoY

Key Metrics

Jewellery

Revenues (% Crore) 6,836.0 6,724.6  5,605.8 21.9  3,983.0 71.6  SSSG: 7%, Retail sales growth: 13%

Segment EBIT Margin (%) 11.2 NA 12.6 1.2

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY21E FY22E FY23E
(% Crore) 0ld New % Change 0ld New % Change Old New % Change
Revenue 18,846.0 20,171.4 7.0 26,642.0 26,959.8 1.2 31,088.7 31,471.7 1.2
EBITDA 1,429.5 1,634.3 14.3 3,203.7 3,323.4 3.7 3,830.4 4,067.2 6.2
EBITDA Margin (%) 7.6 8.1 52 bps 12.0 12.3 30 bps 12.3 12.9 60 bps
PAT 750.0 897.0 19.6 2,103.7 2,174.6 3.4 2,541.0 2,705.2 6.5
EPS ) 8.5 10.1 19.4 23.7 24.5 3.4 28.6 30.5 6.5

Source: Company, ICICI Direct Research
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Key conference call takeaways

Jewellery segment

The company liquidated excess gold inventory worth ¥ 340 crore in
Q3FY21

Demand for studded ratio improving every month. Revenue growth in
January 2021 for the same was at 16% YoY with ratio of 39% vs. 43%
in the previous year

Sustained increase in footfalls and better wedding demand resulted in
healthy growth of 28% in January for jewellery division

Wedding jewellery contributes 20% to overall sales and management is
confident of sustaining double digit growth in the coming quarters

Omni-channel sales 3.5x of last year in 9MFY21

On the store opening front, Titan added 24 Tanishq stores in 9IMFY21.
Owing to increased preference of consumers to shop locally, Titan
intends to open the shops in new locations where it does not have a
store presence

The studded mix saw sequential improvement in Q3FY21 to 26%,
although still lower compared to 29% in Q3FY20.

EBIT margins for the jewellery division declined by 140 bps YoY to
11.2% owing to lower studded mix ratio and higher coin sales. The
decline was partially recouped by reduction in fixed overheads

The company during the quarter decided to significantly scale down
operations of its wholly owned subsidiary, Favre Leuba and
subsequently made impairment provision worth ¥ 137 crore

Watches and others:

Watches division reported revenue de-growth of 12% YoY to ¥ 551
crore. The e-commerce channel is leading the recovery with very strong
absolute growth of 30% +

The management expects watches division to reach normalcy levels by
Q4FY21

The eyewear division recorded healthy recovery rate of 93% in Q3FY21
vs. 58% in Q2FY21. Better product mix, lower discounts compared to
last year and cost control led to the EBIT improvement to ¥ 22 crore with
EBIT margin of 18.1%

ICICI Securities |Retail Research
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Financial story in charts

Exhibit 3: Revenue trend
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Exhibit 4: Divisional performance (revenue)
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Exhibit 6: Watches segment growth

Exhibit 5: Jewellery segment growth
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Exhibit 7: EBITDA margin trend (post Ind-AS 116)
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Source: Company, ICICI Direct Research.

Exhibit 8: Net profit trend
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Exhibit 9: Valuation

Sales Growth EPS  Growth PE EV/EBITDA  RoNW RoCE

Rer) (%) R (%) (x) (x) (%) (%)
FY20A 21,051.5 6.4 169 6.9 924 56.4 25 287
FY21E 20,171.4 42 101 -40.3  154.7 84.7 124 165
FY22E 26,959.8 37 245 1424 638 414 242 324
FY23E 31,471.7 16.7 305 244 513 33.6 248 332

Source: Company, ICICI Direct Research
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Financial summary

ICICI Direct Research

Exhibit 10: Profit and loss statement Z crore Exhibit 11: Cash flow statement g crore

(Year-end March) FY20A FY21E FY22E FY23E
Total operating Income 21,051.5 20,171.4 26,959.8 31,4711.7
Growth (%) 6.4 -4.2 33.7 16.7
Raw Material Expenses 15,155.1 15,209.2 19,599.8 22,817.0
Employee Expenses 1,199.4 1,129.6 1,348.0 1,510.6
Mfg, Admin & selling Exps 2,230.5 2,198.3 2,688.7 3,076.8
Total Operating Expenditure 18,585.0 18,537.1 23,636.4 27,404.5
EBITDA 2,466.6 1,634.3 3,323.4 4,067.2
Growth (%) 15.5 -33.7 103.4 22.4
Depreciation 348.0 381.0 398.4 437.7
Interest 166.2 200.0 169.3 1.7
Other Income 153.2 137.9 144.8 152.0
PBT 2,105.7 1,191.2 2,900.5 3,609.9
Exceptional items* 0.0 0.0 0.0 0.0
Total Tax 609.0 300.2 730.9 909.7
Share of JV/Minority int 4.7 6.0 5.0 5.0
PAT 1,501.4 897.0 2,174.6 2,705.2
Growth (%) 6.9 -40.3 142.4 24.4
EPS () 16.9 10.1 24.5 30.5
Source: Company, ICICI Direct Research

Exhibit 12: Balance sheet < crore
(Year-end March) FY20A FY21E FY22E FY23E
Liabilities

Equity Capital 88.8 88.8 88.8 88.8
Reserve and Surplus 6,580.0 7,121.9 8,906.0 10,800.7
Total Shareholders funds 6,668.8 7,210.7 8,994.8 10,889.4
Total Debt 722.9 400.0 371 334
Deferred Tax Liability (152.8) (152.8) (152.8) (152.8)
Other long term liabilities 1,247.4 1,247.4 1,247.5 1,241.5
Total Liabilities 8,486.2 8,705.3 10,126.5 12,017.5
Assets

Gross Block 2,066.9 2,246.9 2,561.9 2,881.9
Less: Accu Depreciation 515.3 724.3 949.7 1,200.4
Net Block 1,551.5 1,522.6 1,612.1 1,681.4
Capital WIP 18.2 12.8 8.9 6.3
Goodwill on Consolidation 123.0 123.0 123.0 123.0
Total Fixed Assets 1,692.8 1,658.4 1,744.1 1,810.7
Investments 182.0 200.1 240.2 288.2
Inventory 8,103.0 7,460.7 8,494.2 9,829.5
Debtors 311.6 4421 443.2 517.3
Loans and Advances 1,641.8 2,017.1 2,426.4 2,832.5
Other Current Assets - - - -
Cash 381.2 694.4 1,320.8 2,152.8
Total Current Assets 10,437.5 10,614.3 12,684.5 15,332.1
Creditors 2,181.3 2,210.6 3,323.8 3,880.1
Other Current Liabilities 2,431.5 2,420.6 2,156.8 2,517.7
Provisions 285.8 305.0 280.2 284.2
Total Current Liabilities 4,904.6 4,936.1 5,760.8 6,682.1
Net Current Assets 5,532.9 5,678.2 6,923.7 8,650.0
Others Non Current Assets 1,078.6 1,168.6 1,218.6 1,268.6
Application of Funds 8,486.2 8,705.3 10,126.5 12,017.5

Source: Company, ICICI Direct Research
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(Year-end March)

PAT

Add: Depreciation

Add: Finance Cost
(Inc)/dec in Current Assets

Inc/(dec) in CL and Provisions

Others

CF from operating activities

(Inc)/dec in Investments
(Inc)/dec in Fixed Assets
(Inc)/dec in CWIP
Others

CF from investing activities

Issue/(Buy back) of Equity
Inc/(dec) in loan funds
Less: Finance Cost
Dividend Paid

Others

CF from financing activities

Net Cash flow
Opening Cash
Closing Cash

FY20A
1,501.4
348.0
166.2
-1,310.3
-1,000.0
-53.0
-341.8
-49.5
-316.0
13.5
256.1
-95.9
0.0
691.1
-166.2
-533.6
-233.1
-241.7
-685.3
1,066.5
381.2

FY21E
897.0
381.0
200.0
136.5

31.5
0.0
1,646.0
-18.2
-180.0
5.5
-90.0
-282.7
0.0

-322.9

-200.0

-355.1

-172.0

-1,050.0
313.3
381.2
694.4

FY22E
2,174.6
398.4
169.3
-1,443.8
824.7
0.0
2,123.1
-40.0
-315.0
3.8
-50.0
-401.2
0.0
-362.9
-169.3
-390.4
-172.9
-1,095.5
626.3
694.4
1,320.8

FY23E
2,705.2
431.7
1.7
-1,815.6
921.3
0.0
2,420.3
-48.0
-320.0
2.7
-50.0
-415.4
0.0

-3.7
1717
-810.6
-186.9
-1,172.9
832.0
1,320.8
2,152.8

Source: Company, ICICI Direct Research

Exhibit 13: Key ratios

(Year-end March) FY20A FY21E FY22E FY23E
Per share data (%)
EPS 16.9 10.1 24.5 30.5
Cash EPS 20.8 14.3 28.9 35.3
BV 75.1 81.2 101.3 122.7
DPS 5.0 4.0 4.4 9.1
Cash Per Share 43 7.8 14.9 24.2
Operating Ratios
EBITDA Margin (%) 11.7 8.1 12.3 12.9
PBT Margin (%) 10.0 59 10.8 11.5
PAT Margin (%) 11 4.4 8.0 8.6
Inventory days 140.5 135.0 115.0 114.0
Debtor days 5.4 8.0 6.0 6.0
Creditor days 37.8 40.0 45.0 45.0
Return Ratios (%)
RoE 22.5 12.4 24.2 24.8
RoCE 28.7 16.5 32.4 33.2
RolC 31.0 18.7 39.2 42.8
Valuation Ratios (x)
P/E 92.4 154.7 63.8 51.3
EV / EBITDA 56.4 84.7 4.4 33.6
EV / Net Sales 6.6 6.9 5.1 4.3
Market Cap / Sales 6.6 6.9 5.1 4.4
Price to Book Value 20.8 19.2 15.4 12.7
Solvency Ratios
Debt/EBITDA 0.3 0.2 0.0 0.0
Debt / Equity 0.1 0.1 0.0 0.0
Current Ratio 2.1 2.2 2.2 2.3
Quick Ratio 0.5 0.6 0.7 0.8
Source: Company, ICICI Direct Research
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RATING RATIONALE

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

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
5 ‘ )
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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

I/We, Bharat Chhoda, MBA, 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. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report
in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the 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 is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulaton
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number -
INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has it
various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details ir
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 investmen
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting tc
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed tc
focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental anc
Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinion:
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

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 stricth
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 o
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 nc
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
ICICI 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 completenes:
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 trea
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 strateg
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 ow:
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 independen
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, foreigt
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 necessaril
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 diffe
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 othe
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 repor
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 o
specific transaction.

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 dic
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 ICIC
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

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 and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subjec
company/companies mentioned in this 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 o
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