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Continues To Spin Profits | Promising Times Ahead

Excellenn I Salutioni

Rating: Buy
Current Price: 225

Upside/(Downside): 229%

Nitin Spinners Ltd (NSL) continued its stellar performance in Q4FY22. Target Price: 740

Sales at Rs7,691 mn - up 50.3% YoY & 9.1% QoQ,
EBIDTA at Rs1,674 mn - up 60.7% YoY but down 6.0% QoQ,

- | Market data
EBIDTA Margin 21.8% up 140bps but down 349bps QoQ Bloomberg: NSPL IN
PAT at Rs855mn - up 99.4% YoY but down 8.4% QoQ, 52-week H/L (Rs): 346 /97

. . ) o Mcap (Rs bn/USD bn): 12.6/0.17
The growth in the business led to near 100% capacity utilization of all products. Shares outstanding (mn): 56.22
Gross margins remain well supported, however declined QoQ due to lag in pass Free float: 23.7%
through of higher cotton prices. Nitin reported a cash profit of Rs1070 mn. Exports Daily vol. (3mth Avg) 23.6 mn
contributed ~73% of revenue for FY22 as the company was able to get higher Face Value (Rs): 10

margins. We retain our Buy rating on the stock with a TP of Rs740 (10X FY24 EPS).

Index:

S&P BSE SmallCap

Source: Bloomberg, EISEC Research
Strong operational performance:

§ Yarn volume at 13,439 MT was +8.4% YoY/ -5.6% QoQ. Realization at ~Rs.404/kg | Shareholding pattern

was up 32.5% YoY/ 15.5% QoQ. Mar-22 Dec-21 Sep-21 Jun-21
. . Promot 563 563 562  56.2
Knitted fabric volume at 1843 MT was -7.5%% YoY/ +2.5% QoQ. e 1 4 ar  i»
Woven fabric volume at 67.5 mn mtrs was +3.8% YoY/ +0.6% QoQ. Dlls 4.6 42 41 6.8
NSL’s strong international franchise and the ban on Chinese cotton led to sharp Public/others 343 355 370 358
jump in exports and helped it to maintain high margins despite the sharp rise in Source: BSE
cotton prices. )
| Price performance (%)*
Future Outlook: YE Mar (R) M 3M 6M  12M
The strong tailwind for the textile sector triggered by China +1 strategy and ban on BSE, Sméncap 143 ALz -84 127
Nitin Spinners  -10.4  -24.9 9.6 1197

Chinese cotton, textile sector is on the cusp of similar growth opportunities as
chemical sector was few years back. Hence, we are very optimistic on the future
growth potential of the sector. Until the proposed capacity expansion goes on stream,
Expected by Q3FY24, near term volume growth for NSL would be moderate as the
company is operating at almost full capacity. We see NSL very well positioned to
capture these growth opportunities as the proposed expansion is very well timed.

*as on 16 May 2022; Source: Ace Equity, EISEC Research

Risks to our call:

§ The company is operating at near full capacity any delay in proposed brownfield
expansion could risk our FY24 projections.

§ Compression in Yarn Spread if Domestic cotton price increase more than
international cotton prices.

Y/E Mar (Rs mn) Q4FY22  Q4FY21  YoY (%) Q3FY22  QoQ (%) Ameet Kalyanpur
Net sales 7,691 5,116  50.3% 7,049 9.1% Senior Research Analyst
Operating costs 6016 4074 2064% 5268 158% +91226192 5341
EBITDA 1,674 1042 156.1% 1781  -6.7% ameetk@eisec.com
EBITDA Margin (%) 21.8%  20.4% 140bps 25.3% -349bps

Depreciation 215 221 -2.7% 219 -1.5%

Interest 140 158  -11.5% 135 4.1%

Other income 5 2 204.4% 4 16.6%

PBT 1,324 664 99.3% 1,432 -7.5%

PAT (Reported) 855 429 99.4% 933 -8.4%

Adjusted EPS (Rs) 15.2 7.6 1.0 10.7 0.4

Source: Company, EISEC Research

Y/E Mar (Rs mn) Revenue YoY (%) EBITDA EBITDA (%) YoY (%) EPS (Rs) ROE (%)  ROCE (%) P/E(x) EV/EBITDA ()
FY20 14,381 15.7% 1,698 11.8% 238 -62.8% 4.2 5.2% 4.1% 13.3 2.1
FY21 16,244 13.0% 2,573 15.8% 689 189.2% 12.3 13.0% 6.9% 4.2 4.8
FY22 26,923 65.7% 6,516 24.2% 3,307 380.1% 58.8 49.1% 21.7% 5.3 4.0
FY23E 29,133 8.2% 6,180 21.2% 3,417 4.8% 60.8 33.5% 19.4% 3.7 3.4
FY24E 34,333 17.8% 7,175 20.9% 4,161 21.8% 74.0 31.0% 17.7% 3.0 3.4

Source: Company, EISEC Research Estimates

EISEC Research is also available on Bloomberg and Thomson Reuters
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Conference Call Highlights

Export demand remained strong as the company exported ~73% of its
production to over 50 countries across the globe during FY22.

Nitin increased its focus on value added products such as organic cotton,
recycled fibers, lycra blended yarns and fabrics.

Due to pick up in domestic demand, cotton price hikes are being passed on to
customers albeit with a lag of one quarter.

Nitin is operating at full/ near full capacity in all products and volume growth
can be expected in the fabric segment, in the short term.

Company has planned capacity expansion across all the segments Spinning,
Knitting, Weaving & Finishing in order to increase its presence in cotton
blended Yarns and fabrics.

Land is available for the expansion, which is expected to be completed by
Q4FY24. Company plans to fund the estimated project cost of Rs9.5 bn with a
combination of debt of Rs.6.5 bn and balance from internal accruals. The net
interest cost is expected to be 2.75% p.a. (after accounting for interest
subsidy from Rajasthan Investment Promotion Scheme).

Existing Production Proposed Production
Capacity _apach

[ | Spinning [TRA) in Thouwsand B kritted Fabrics (TPA) in Thousand Wiven Fabrics (MUrs) in milions

Source: Company, EISEC Research

Nitin does not expect a glut in capacity supply in the next 1-2 years despite
several textile manufacturers planning an expansion.

Company would not be participating in the central government’s PLI scheme
as it is targeted at green field capacities in new entities.

Nitin Spinners Ltd.
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Quarterly financials, operating metrics and key performance
indicators

Quarterly Financials

Y/E March (Rs mn) |QIFY21 Q2FY21 Q3FY21 Q4FY21 | QIFY22 Q2FY22 Q3FY22 Q4FY22

Net Sales 2,191 4,269 4,668 5,116 5,536 6,647 7,049 7,691
Raw Materials 1,513 3,143 3,233 3,339 3,361 3,540 3,814 4,548
Employee Costs 236 270 315 296 331 323 348 324
Other Expenditure 207 302 380 439 558 1,008 1,106 1,144
EBITDA 236 554 741 1,042 1286 1,775 1781 1,674
Depreciation 232 228 229 221 222 218 219 215
Interest 150 146 161 158 137 142 135 140
Other Income 8 1 9 2 2 7 4 5
PBT (139) 180 359 664 929 1,422 1,432 1,324
Tax 47) 61 126 236 329 502 500 470
Tax rate (%) 33.9% 33.9% 35.2% 35.5% 35.4% 35.3% 34.9% 35.5%
PAT 91) 119 232 429 600 919 933 855
YoY Growth (%)

Revenue -22.6% 14.6% 16.1% 34.6%  152.6%  55.7% 51.0% 50.3%
EBITDA -38.1% 57.7% 75.5% 91.6%  446.1% 220.3% 140.4%  60.7%
Adj. PAT NA 1519.4% 300.8% 557.4% -755.9% 671.3% 301.2%  99.4%
QoQ Growth (%)

Revenue -42.4% 94.8% 9.3% 9.6% 8.2% 20.1% 6.1% 9.1%
EBITDA -56.7%  135.3%  33.7% 40.7% 23.4% 38.0% 0.4% -6.0%
Adj. PAT NA -230.3%  95.0% 84.4% 40.0% 53.2% 1.4% -8.4%
Margin (%)

EBITDA 10.7%  13.0%  159%  204%  232%  26.7%  253%  21.8%
PAT 42%  2.8% 5.0% 84%  10.8%  13.8%  13.2%  11.1%

Source: Company, EISEC Research

Valuation
Fig 1. 1-year forward P/E chart Fig 2: 1-year forward EV/EBITDA chart
1-year forward P/E 1-year forward EV/EBITDA
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Source: AceEquity, EISEC Research
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Financial Statements

YE Mar (Rs mn) YE Mar (Rs mn)

Revenues 14,381 16,244 26,923 29,133 34,333 Sources of funds

% Growth 15.7% 13.0% 65.7% 8.2% 17.8% Capital 562 562 562 562 562

Raw Material 10,767 11,249 15,264 16,556 19,570 Reserves & Surplus 4,377 5,071 8,196 11,100 14,637

% of sales 74.9% 69.2% 56.7% 56.8% 57.0% Shareholders’ Funds 4,940 5,633 8,758 11,662 15,200

Personnel 943 1,118 1,327 1,653 2,080 Minority Interest 0 0 0 0 0

% of sales 6.6% 6.9% 4.9% 5.7% 6.1% Total Loan Funds 10,404 9,472 7,535 9,535 13,385

Man.O. Exp. 973 1,305 3,816 4,744 5,507 Deferred tax liabilities 333 535 1,251 1,251 1,251

% of sales 6.8% 8.0% 14.2% 16.3% 16.0% Non-Current Liabilities 167 197 49 49 49

EBITDA 1,698 2,573 6,516 6,180 7,175 Total Liabilities 15,844 15,837 17,594 22,499 29,886

EBITDAM (%) 11.8% 15.8% 24.2% 21.2% 20.9% Application of funds

Depreciation 807 910 874 1,022 1,022 Gross Block 13,698 13,813 13,828 17,129 23,459

EBIT 891 1,662 5,642 5,158 6,154 Accumulated Dep. 2,317 3,228 4,102 5,123 6,145

Finance cost 556 616 553 632 632 Net Block 11,396 10,597 10,119 12,018 17,327

EBT 335 1,046 5,089 4,527 5,522 Capital WIP 0 16 1 30 30

Other Inc 21 19 18 41 41 Net Assets 11,396 10,613 10,120 12,048 17,357

Except.Inc. 0 0 0 0 0 Investments 0 0 0 0 0

PBT 356 1,065 5,107 4,568 5,563 Other non current assets 165 117 581 581 581

Tax-Total 118 376 1,800 1,151 1,402 Inventories 2,647 3,547 4,063 5,986 7,055

Tax Rate (%) 33.2% 35.3% 35.3% 25.2% 25.2% Sundry Debtors 1,528 1,658 2,407 2,953 3,480

Rep.PAT 238 689 3,307 3,417 4,161 Cash & Bank Balances 4 8 6 1,377 1,940

PAT Margin 1.7% 4.2% 12.1% 11.7% 12.1% Other current Assets 713 820 1,067 1,154 1,360

% Growth -67.9% 156.0% 185.7% -3.2% 3.3% Total Current Assets 4,892 6,033 7,543 11,471 13,836

Source: Company, EISEC Research Estimates ' ' sundry Creditors 502 910 644 1,596 1,881
Provisions 16 16 5 6 7

Key Ratios FY20 FY2l  FY22 Total Current Liabilities 608 926 649 1602 1888

YE Mar Net Current Assets 4,283 5,108 6,893 9,869 11,947

Growth Ratios (%) Total Assets 15,844 15,837 17,594 22,499 29,886

Net Sales 157%  13.0%  65.7% 82% 17.8%  Source: Company, EISEC Research Estimates ) ) )

EBITDA -4.7% 51.5% 153.3% -5.2% 16.1%

Adjusted Net Profit -62.8% 189.2% 3735%  4.8%  21.8% (sl FY20  FY2l  FY22  FY23E | FY24E

Margin Ratio (%) Shp:nrg:s”g profit before WC 1,619 2439 5549 5029 5773

EBITDA Margin 1L8% 158% 242% 212% 20.9% o i werking capital (637)  (890) (1,234  (L604) (L516)

EBIT Margin 6.2% 10.2% 21.0% 17.7% 17.9% Cash flow from operating

PBT margins 25%  66% 19.0% 157% 162%  activities (a) 982 1549 4314 3424 4,258

PAT Margin 1.7% 42%  121%  117% 12.1%  Capital expenditure (2,172) (124) (925) (2,951) (6,330)

Return Ratios Free Cash Flow (1190) 1424 3,390 474 (2,072)

ROE 52%  13.0%  483%  335% 31.0% Cas‘h‘fl‘ow from investing 2,167) 112) 859) (2.909)  (6,289)

ROCE 4.1% 6.9% 21.8% 194% 17.7%  activities (b)

ROIC 40%  68% 21.8%  19.9%  18.8% g:tslt‘”‘:‘;‘:’(gom financing 1150 (1,438) (3.453) 856 2,504

Turnover Ratios (days) Net chg. in cash (a+b+c) (26) o) 2 1371 563

Gross Block Turnover (x) 14 L2 19 19 17 Source: Company, EISEC Research Estimates

Inventory 67 80 75 75 75

Debtors 39 37 37 37 37

Creditors 15 20 20 20 20

Cash Conversion Cycle 91 97 92 92 92

Solvency ratio (x)

Debt-equity 21 1.7 0.9 0.8 0.9

Net Debt-Equity 21 1.7 0.9 0.7 0.8

Gross Debt/EBITDA 0.2 3.7 1.2 15 1.9

Current ratio 8.0 6.5 11.6 7.2 7.3

Interest coverage ratio 1.6 2.7 10.2 8.2 9.8

Dividend

DPS (Rs.) 0.6 15 4.0 9.1 111

Dividend Yield (%) 1.1% 2.9% 1.8% 4.1% 4.9%

Dividend Pay-out (%) 14.2% 12.2% 6.8% 15.0% 15.0%

Per share (Rs.)

EPS 4.2 12.3 58.0 60.8 74.0

BV 87.9 100.2 155.8 207.4 270.4

Valuation

P/E 133 4.2 3.9 3.7 3.0

P/BV 0.6 0.5 15 1.1 0.8

EV/EBITDA 21 4.8 31 34 34

Source: Company, EISEC Research Estimates
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Disclaimer

East India Securities Limited (hereinafter EISEC), is registered as Research Analyst with SEBI (Registration No. INH300003231). EISEC is
engaged in broking services, distribution and marketing of financial products, and in the normal course of business, EISEC prepares and
shares research data and reports periodically with clients, investors, stake holders and general public in compliance with Securities and
Exchange Board of India Act, 1992, Securities And Exchange Board Of India (Research Analysts) Regulations, 2014 and/or any other
applicable directives, instructions or guidelines issued by the Regulators from time to time.

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion
concerning securities or public offer, providing a basis for investment decisions. The views expressed therein are based solely on
information available publicly/internal data/other reliable sources believed to be true. The information is provided merely as a
complementary service and do not constitute an offer, solicitation for the purchase or sale of any financial instruments, inducement,
promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsApp
etc/transmitted through mobile application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic
media and or those made available/uploaded on social networking sites (e.g. Facebook, Twitter, LinkedIn etc) by EISEC or those
recommendation or offers or opinions concerning securities or public offer which are expressed as and during the course of “Public
Appearance” are for informational purposes only. The reports are provided for assistance and are not intended to be and must not alone
be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Though
disseminated to clients simultaneously, not all clients may receive the reports at the same time. EISEC will not treat recipients as clients by
virtue of their receiving this report.

The reports include projections, forecasts and other predictive statements which represent EISEC’s assumptions and expectations in the
light of currently available information. These projections and forecasts are based on industry trends, circumstances and factors which
involve risks, variables and uncertainties. The actual performance of the companies represented in the report may vary from those
projected. The projections and forecasts described in this report should be evaluated keeping in mind the fact that these-

= are based on estimates and assumptions

= are subject to significant uncertainties and contingencies

« will vary from actual results and such variations may increase over a period of time
« are not scientifically proven to guarantee certain intended results

= are not published as a warranty and do not carry any evidentiary value.

= are not based on certain generally accepted accounting principles

= are not to be relied on in contractual, legal or tax advice.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change
without notice. Reports based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as
opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

Though we review the research reports for any untrue statements of material facts or any false or misleading information, we do not
represent that it is accurate or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because
of the possibility of human, technical or mechanical error by our sources of transmission of Reports/Data, we do not guarantee the
accuracy, adequacy, completeness or availability of any information and are not to be held responsible for any errors or omissions or for
the results obtained from the use of such information. EISEC and/or its Affiliates and its officers, directors and employees including the
analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person from
any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the
information contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data,
reports and information do not constitute scientific publication and do not carry any evidentiary value whatsoever.

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of EISEC in
any form is prohibited except with the written permission of EISEC. Persons into whose possession the reports may come are required to
observe these restrictions. Opinions expressed therein are our current opinion as of the date appearing on the report only. Data may be
subject to update and correction without notice. While we endeavour to update on a reasonable basis the information discussed in the
reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The
user assumes the entire risk of any use made of this information. Each recipient of the reports should make such investigation as deemed
necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in such reports (including the
merits and risks involved).

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are
not suitable for all investors. Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or
recommendation in this material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek
professional advice. The price and value of investments referred to in research reports and the income from them may fluctuate.
Transaction costs may be significant in option strategies calling for multiple purchase and sales of options. Foreign currencies denominated

td.
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securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from
the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency
risk.

The recommendations in the reports are based on 12-month horizon, unless otherwise specified. The investment ratings are on absolute
positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary
mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always
carry the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed in the reports are subject to
change but we have no obligation to tell our clients when our opinions or recommendations change. The reports are non-inclusive and do
not consider all the information that the recipients may consider material to investments. The reports are issued by EISEC without any
liability/undertaking/commitment on the part of itself or any of its entities.

Recipients of the research reports should assume that entities of EISEC may receive commission, brokerage, fees or other compensation
from the company or companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including
persons involved in the preparation or issuance of reports/data/material, may, from time to time have 'long' or 'short' positions in, act as
principal in, and buy or sell the securities thereof of companies mentioned therein or be engaged in any other transaction involving such
securities and earn brokerage or other compensation or act as market maker in the financial instruments of the company/ies discussed
therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with respect to any
recommendation and related information and opinions.

We further undertake that-

No disciplinary action has been taken against the research analyst or EISEC by any authority in connection with their respective
business activity.

EISEC, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of
interest in the subject company.

EISEC, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or
more in the subject company’s securities, at the month immediately preceding the date of publication of this research report.

Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may
exceed their original capital.

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the
companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals
of other countries. Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by
law, and persons into whose possession this document comes should inform themselves about, and observe any such restrictions. Failure
to comply with this restriction may constitute a violation of any foreign jurisdiction laws.

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents
for Capital Markets and Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian
Markets.
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Analyst holding in stock: NO

Key to EISEC Investment Rankings

Buy: Upside by>15%, Accumulate: Upside by 5%to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell:
Downside by>15%

East India Securities Ltd. (http://www.eisec.com/)
Office: - 201, Garnet Palladium, Pandit Motilal Nehru Marg, Panch Bawadi, Behind Express Zone, Malad East, Mumbai — 400097

Disclosure of Interest Statement
Business activities of East India Securities East India Securities Ltd (hereinafter referred to as “EISEC”) is a registered member of
1 Ltd (EISEC) NSE (All Segments), MCX-SX (Currency Derivatives Segment) and BSE (All segments),
Depository Participant of NSDL & CDSL.
2 Details of Disciplinary History of EISEC EISEC has not bet_en d_ebarred_/_suspended by SEBI or any other regulatory authority from
accessing or dealing in securities market on behalf of clients.
3 Registration status of EISEC: EISEC is registered with SEBI as a Research Analyst (SEBI Registration No INH300003231)
Nitin Spinners Ltd.
4 Whether Research analyst’s or relatives’ have any financial interest in the subject company and nature of such No
financial interest
5 Whether Research analyst or relatives have actual / beneficial ownership of 1% or more in securities of the No
subject company at the end of the month immediately preceding the date of publication of the document.
6 Whether the research analyst or his relatives has any other material conflict of interest No
7 Whether research analyst has received any compensation from the subject company in the past 12 months and NoO
nature of products / services for which such compensation is received
8 Whether the Research Analyst has received any compensation or any other benefits from the subject company or NoO
third party in connection with the research report
9 Whether Research Analysts has served as an officer, director or employee of the subject company No
10 Whether the Research Analyst has been engaged in market making activity of the subject company. No
11 Whether it or its associates have managed or co-managed public offering of securities for the subject company in No
the past twelve months;
Whether it or its associates have received any compensation for investment banking or merchant banking or
12 . . . No
brokerage services from the subject company in the past twelve months;
13 Whether it or its associates have received any compensation for products or services other than investment No
banking or merchant banking or brokerage services from the subject company in the past twelve months;
Member (NSE and BSE)
Single SEBI Regn No.: INZ000190836
Research Analyst
SEBI Registration No. INH300003231
Website: www.eisec.com
Investor Grievance Email ID: mail@eisec.com
Compliance Officer Details:
Sumeet Kejriwal 033-40205901; Email ID: sumeetk@eisec.com
East India Securities Ltd. (CIN: U67120WB1995PLC072026)
Registered Office Address Corporate Office & Correspondence Address
DA-14 Saltlake City, Sector-1, Kolkata-700064. 201, Garnet Palladium, Pandit Motilal Nehru Marg, Panch Bawadi,

Behind Express Zone, Malad East, Mumbai — 400097
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