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Capacity expansion and improved realization to spin profit

CMP (Rs) 111 1QFY18 result highlights

Target Price(Rs) 180  Revenue: Nitin Spinner sales increased 48.4% YoY Rs 2.8 bn. The utilisation levels continue to remain

Uinside toc 621 high at 94-95% in yarns and 85% in fabrics. Sales growth would have been much higher if the
pside (%) ’ business sentiments would not have been impacted due to GST.

Prev. Target (Rs) 155 EBITDA: Raw material cost increased at a much higher rate due to increase in the cotton prices on an

YoY basis, manufacturing and employee cost increased 42% and 28% YoY. EBITDA stood at Rs 413
mn with an increase of 33.7% on YoY basis.
PAT: Depreciation cost increased due to impact of full commissioning of new plant capacity. Tax rate

Share Holding (%)

Promoter 64.3

Public 357 Was 34% of PBT as against 19.8% last year. PAT grew by 4.1% YoY to Rs 731 mn.

Others 0 Outlook and Valuation

Total 100.0 During FY17, Nitin expanded spinning yarn capacity by adding 72,960 spindles and 14 knitting
machine with a capex of Rs 2.7 bn. This raised the production capacity to 50,000 MT per annum for

Avg Vol (6m) (000) 46 yarns and 9,000 MT per annum for fibers. Full benefit of capacity expansion will happen from FY18E

= 10 onwards. Nitin being an export oriented company, we believe the impact of GST on textile business
will not be substantial. Also up-gradation of existing yarn capacity to value added yarns will help to

Beta 1.4 improve realization. EBITDA margins will also improve as operating leverage kicks in. We have
assumed expansion in EBITDA margin for FY18E and FY19E by 100 bps and 60 bps due to better

LG [ ) RS realization and operational efficiency. We have also revised our Sales, EBITDA and PAT numbers for

52 week H/L 145/61 FY18 and introduced FY19 projections. We believe that Nitin will be able to register a revenue,

EBITDA and PAT CAGR of 16.7%, 23.3% and 17.1% over the next two years. We maintain our target
P/E multiple of 10.5x and arrive at new target price of 180 based on FY19E EPS. We upgrade rating
to BUY from Accumulate.
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11,698 15.3% 640 140 [ 79 , ,
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Quarterly Performance

INR in Mn 1QFY18 1QFY17 YoY (%) 4QFY17 QoQ (%) FY17 FY16 YoY (%)
Net Sales 2,872 1,935 48.4 2,852 0.7 9,334 7,669 21.7
Other operating income - 1 (100.0) 2 (100.0) 8 6 19.3
Total Revenue 2,872 1,937 48.3 2,854 0.7 9,341 7,675 21.7
Raw Material (1,816)  (1,162) 56.3 (1,839 (1.3) (5,890) (4,632 27.2
Manufacturing Expenses (491) (346) 41.7, (499 (1.7) (1,591) (1,235 28.8
Employee Cost (153) (120) 27.7 (142 8.1 (522) (431 20.9
Total Cost (2,459) (1,628) 51.1 (2,480 (0.8) (8,003) (6,298 27.1
EBITDA 413 309 33.7 374 10.6 1,339 1,377, (2.8)
Depreciation (141) (98) 43.5 (119 19.1] (417) (396 5.3
EBIT 272 211 29.1 255 6.7 922 981 (6.0)
Other Income 2 0 - 0 - 0 1 (78.1)
Interest (81) (58) 39.0 (63 27.5 (222) (330 (32.6)
PBT 193 152 26.6 191 0.8 700 652 7.4
Tax (66) (30) 117.3 (34 91.5 (129) (210 (38.8)
PAT 127 122 4.1 157 (19.0) 572 447 29.4
EPS 2.8 2.7 4.1 3.4 (19.0) 12.5 9.6 29.4

= Net sales at Rs 2.8 bn were up due to mix of volume and value driven growth.

= Sales growth would have been much higher had it not been impacted by GST rollout.
= Cotton prices for the quarter remained at Rs 43,000 per candy.

= Due to higher production, raw material cost also increased substantially on an YoY basis. Raw material costs increased 56.3% YoY and

was flat QoQ.

= Employee cost increased 27.7% YoY and 8.1% QoQ. Other manufacturing expenses were largely in line with our estimates.

= EBITDA margin declined 160 bps YoY but improved sequentially to 14.4%.

= Depreciation cost was higher due to full impact of capex done in FY17.
= EBIT margin expanded to 9.5% from 8.9% a year ago.
= Tax rate was higher on YoY basis as the company will no longer be benefitting from income tax incentives available on capex in FY17.
= PAT grew only marginally as higher tax provisioning resulted in muted PAT growth.
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Change in estimates

(0][¢] % change New

FY18E FY18 FY19
Net revenue 10,500 11,698 11.4 ] 12,717
EBITDA 1,892 1,794 (5.2)] 2,023
EBITDA margin (%) 18.0 15.3 (270 bps) 15.9
Depreciation 561 570 1.6 608
Interest 327 320 (2.1) 392
PBT 1,009 960 (4.8)] 1,176
Tax 336 320 (4.8) 392
Tax rate(%) 33.3 33.3 NA 33.3
PAT 673 640 (4.9) 784
PAT margin (%) 6.4 5.5 (110 bps) 6.2
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Detailed financials fess e s o
Income statement (Rs mn) FY16 FY17 FY18E FY19E Balance Sheet (Rs mn) FY16 FY17 FY18E FY19E
Net revenues 7,669 9,334 11,698 12,717 [Share Capital 458 458 458 458
% growth 24.4% 21.7% 25.3% 8.79 [Reserves & Surplus 1,598 2,103 2,688 3,417
Operating expenses (6,298) (8,003)] (9,904) (10,694) [Total Networth 2,056 2,562 3,147 3,875
EBITDA 1,370, 1,331 1,794 2,023 |Preference Capital/Minority E . . .
Depreciation (396) (417) (570 (608) [Total Debt 3,521 5,802 4,853 5,164
EBIT 975 915 1,224 1,415 |Deferred tax liabilities 433 539 647 680
Interest (330)) (222) (264 (239)) [Other non-current liabilities 53 76 76 76
Other Income 7 8| . {1 [Current Liabilities & Prov 287 256 319 365
Exceptional items . . - 4 [Total Liabilities 6,3500 9,235 9,042l 10,159
PBT 652 700 960 1,176 [Gross Block 6,249 8,977 9,077 10,495
Tax (210 (129) (320 (392)) [Net Fixed Assets 3,818 6,138 5,669 6,480
PAT 442 572 640 784 [Investments E . . .
Adjusted PAT 442, 572 640 784 [Other non-current assets 481 441 440 439
EPS 9.6 12.5 14.0 17.1 [Total current assets 2,052 2,655 2,932 3,240
Growth (%) 7.8% 29.4% 12.0% 22.5% [Total Assets 6,3500 9,235 9,042 10,159
Cash flow (Rs mn) FY16 FY17 FY18E FY19E Ratio analysis FYl6e FY17 FY18E FY19E
Profit before tax 652 700 960 1,176/ [EBIDTA margin 1799 14.3% 15.3% 15.9%
Depreciation 396 417 570 608 |PAT margin 58% 6.1% 5.5% 6.2%
Change in working capital (395) (734) (141 (264) [ROCE (%) 16.5 12.3  13.8 15.3
Total tax paid (117) (22) (212 (360) |ROE (%) 2371 248 224 22.3
Others 330 222 264 239 [Inventory days 73 87 73 73
CFO (a) 866 583 1,441 1,399 [Payable days 8 9 10 10
Capital expenditure (220)| (2,568) (100)) (1,418) [Receivablesdays 21 21 21 21
Change in investments - - . {1 [Debt to equity 1.7 2.3 1.5 1.3
ICFI (b) (220) (2,568) (100) (1,418)

Free cash flow (a+b) 646 (1,986) 1,341 (18 Valuation parameters FY16 FY17 FY18E FY19E
Equity raised/(repaid) - - . { [EPS 9.6 12.5 14.0 17.1
Debt raised/(repaid) (262) 2,281 (949 311 |P/E (x) 11.5 8.9 7.9 6.5
Dividend (incl. tax) (55) (66) (55 (55) [P/BV (x) 2.5 2.0 1.6 1.3
Others (330) (222)) (264 (239) [EV/sales (x) 1.1 1.2 0.8 0.8
CFF ( ) (647) 1,993 (1,268) 17 [EV/EBIDTA (x) 6.3 8.2 5.5 5.0
Net chg in cash (a+b+c) (1) 7 72 (2) [EV/EBIT (x) 11.6 8.8 11.8 8.1
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Stock rating (1 year target scale) Disclaimer & Disclosure
<0% - Sell East India Securities Ltd (hereinafter referred as 'EISEC') is a financial services firm registered as Research Analyst with SEBI - Registration Number —
INH300003231. The Author of the report does not hold any share in the company/ies discussed in this document. EISEC and its associated companies may

-109 -
0-10% Reduce hold shares in the company/ies discussed in this document.
10-30% - Accumulate
>30% - Buy This document is confidential and is supplied to you for information purposes only. It should not (directly or indirectly) be reproduced, further distributed

to any person or published, in whole or in part, for any purpose whatsoever, without the consent of EISEC.

This document is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity, who is a
citizen or resident or located in any locality, state, country or other jurisdiction, where such distribution, publication, reproduction, availability or use
would be contrary to law or regulation or what would subject EISEC to any registration or licensing requirement within such jurisdiction. If this document
is sent or has reached any individual in such country, especially, USA, the same may be ignored.

This document does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual investors. Our investment recommendations are general in nature and available electronically/in printed form to our clients. Before acting on
any advice or recommendation in this document, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek
professional advice. The price and value of the investments referred to in this material and the income from them may go down as well as up, and
investors may realize losses on any investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of
original capital may occur. Information herein is believed to be reliable but EISEC do not warrant its completeness or accuracy. The views/opinions
expressed are our current opinions as of the date appearing in the material and may be subject to change from time to time without notice. This
document should not be construed as an offer to sell or solicitation of an offer to buy any security in any jurisdiction. EISEC and its affiliates, its directors,
analyst and employees will not be responsible for any loss or liability incurred to any person as a consequence of his or any other person on his behalf
taking any investment decisions based on this document.

Disclosure — SEBI has initiated an enquiry in the matter of First Financial Services Ltd against 152 entities. EISEC is one of them.
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Excellent | Investment | Solutions

Corporate Office: 701, 7th Floor, Ruby Crescent Business Boulevard, Ashok Nagar, Kandivali (East), Mumbai - 400 101. Tel: +91 22 6192 5340
Head Office: DA-14,Salt Lake City, Sector-I, Kolkata — 700064. Tel: +91 33 40205901.
Web: www.eisec.com
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