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SN, e CMP:INR71  TP:INR94 (+33%) Buy
Eﬁg‘iﬁﬁes (m) TRIZ_CI,Z Sharpened by realization improvement across key segments
M.Cap.(INRb)/(USDb) 36/0.5 Textile volumes impressive; mix/price increase drive paper segment
52-Week Range (INR) 91/51 m Revenue/EBITDA in line, PAT exceeds estimate: TRID’s revenue grew 18%
1'2 i/l XZV:‘:/';IP(TL:”’“)M 8/32/ ;‘ YoY to INR12,914m (our estimate: INR12,923m) in 3QFY19. EBITDA adjusted
Free float (%) 316 for forex loss increased 21% YoY to INR2,427m (our estimate: INR2,339m).

EBITDA margin expanded 50bp YoY to 18.8% (our estimate: 18.1%), largely

. . . L . o
Financials & Valuations (INR b) driven by inventory gain and better realizations. Adj. PAT grew 74.8% YoY to

Y/E Mar 2019 2020E  2021E INR945m (our estimate: INR849m). For 9MFY19, revenue/adj. PAT grew

Net Sales 521 550 575 12.8%/78.3% YoY, with margin expansion of 310bp YoY to 20.9%.

EBITDA 10.5 11.2 11.7 W Growth momentum intact: Volumes grew strongly in both the bed linen
PAT 4.2 4.8 5.2 (+41.7% YoY) and bath linen (10.1% YoY) segments. Realization, too, was up
EPS (INR) 8.5 9.7 10.5 by a healthy 15%/8% YoY in bed/bath linen. In the paper segment, a better
Gr. (%) 60.9 13.7 8.6 product mix and price increases more than offset the impact of the 10% YoY
BV/Sh (INR) 640 704 773 volume decline, resulting in overall value growth of 15.7% YoY (implying

RoE (%) 13.8 144 142 ~26% YoY realization growth). The only drag to the margins came from yarn
RoCE (%) 8.8 9.8 103 due to a decline in the spread (as cotton cost rose ~10% YoY, but realization
P/E (x) 8.4 7.4 6.8 .

P/BV (x) 11 10 0.9 increased merely by 5% YoY).

m Valuation view: TRID sustained its momentum in the bed linen (utilization of
60% in 9MFY19) and paper segments (EBIT margin up 910bp YoY to 38.1% in
- 3QFY19). However, bath linen utilization remained contained at 48% in
' 9MFY19 (v/s 49% in 1HFY19). We maintain our estimates: 8%/26%
)

Estimate change

TP ch
chanse revenue/PAT CAGR over FY18-21. The stock has traded at 9x one-year

forward P/E over the last five years, and we value it at the same multiple on
FY21E EPS, given (a) sustained growth momentum with a positive outlook
and (b) estimated RoE improvement of 500bp to 14.2% by FY21. Our target
price of INR94 implies a 33% upside. Maintain Buy.

Rating change

Standalone - Quarterly Earning Model (INR Million)
¥/E March FY18 FY19 FY18 FY19E FY19 Var
10 20 30 40 10 20 3Q 40E 30E (%)
Met Sales 11,658 11,205 10941 11,850 11,312 13915 12914 13927 45654 52,068 12923 1]
YoY Change (%) 15 -2.4 -2.4 -6.1 -3.0 24.2 18.0 17.5 -1.5 14.0 18.2
Total Expenditure 9361 9471 8941 9RE2 8941 10,746 10487 11413 37455 41588 10584
EBITDA 2,297 1,734 2000 2,168 2,371 3,169 2427 21514 B199 10480 2339 4
Margins (%) 19.7 15.5 18.3 18.3 210 22.8 188 18.1 18.0 20.1 18.1
Depreciation 1,023 1,022 1013 ag2 a44 917 802 1050 4,040 3,911 1000
Interest 334 319 252 ) 280 260 294 310 1,182 1084 265
Other Income 201 352 43 -29 85 98 150 o9 563 470 o0
PBT before EQ expense 1,141 746 77 880 1,232 2090 1,391 1,253 3544 5955 1173 19
Extra-0Ord expense -86 1] ] 1] 0 0 L] 0 -06 L] L]
Forex (gain)/loss -5 -273 416 558 -260 -278 714
PBT 1,237 751 L1050 8B0 816 1,532 1650 1,253 3918 5241 1173 41
Tax 348 242 320 in 224 441 529 348 1,281 1520 324
Rate (%) 281 322 305 422 274 288 321 278 327 290 276
Minority Interest & Profit/Loss of Asso. Cos. 0 0 0 0 0 0 1] 0 0 0 0
Reported PAT 889 509 730 509 552 L1091 1121 o905 2637 3,721 849 32
Adj PAT 820 506 541 509 894 1,489 945 905 2,375 4,232 849 11
YoY Change (%) 46 -369 -312 -4B9 B9 1945 748 778 -283 782 16.3
Margins (%) 7.0 4.5 4.9 43 7.9 10.7 7.3 6.5 5.2 8.1 6.6
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Revenue/EBITDA in line, PAT exceeds estimates

TRID’s revenue increased 18% YoY to INR12,914m (our estimate: INR12,923m)
in 3QFY19.

EBITDA margin expanded 50bp YoY to 18.8% (our estimate: 18.1%), led by lower
RM cost (-450bp YoY to 45.9% of net sales) and power & fuel expenses (-40bp
YoY to 9.2%), partly offset by higher employee expense (+260bp YoY to 12.3%)
and other costs (+170bp YoY to 13.7%).

EBITDA adjusted for forex gain increased 21% YoY to INR2,427m (our estimate:
INR2,339m).

Adj. PAT grew 74.8% YoY to INR945m (our estimate: INR849m), driven by higher
other income (INR150m v/s our estimate of INR99m) and lower depreciation
(INR892m v/s our estimate of INR1,000m). Forex gain stood at INR260m v/s
INR273m in the year-ago period. Tax rate was at 32.1% v/s 30.5% in 3QFY18.
Textiles segment grew by 18.6% YoY to INR10,323m and Paper & Chemicals
segment by 15.7% to INR2,592m. EBIT margin expanded by 240bp YoY to 8% in
Textiles (after adjusting for forex gain) and by 910bp to 38.1% in Paper &
Chemicals.

For 9MFY19, revenue grew by 12.8% YoY to INR38,141m, margins expanded
310bp YoY to 20.9% and adj. PAT increased 78.3% YoY to INR3,328m.

Exhibit 1: Revenue growth trend
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Exhibit 2: EBITDA trend
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Exhibit 3: PAT trend
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Bed linen utilization strengthens further

® Bed linen volumes grew by a stellar 41.7% YoY, with realizations increasing 15%
YoY.

m Utilization rate stood at 63% in 3QFY19 and 60% in 9MFY19 (v/s 44% in FY18).

®  Management guided to achieve utilization of 65-70% by FY20.

m  We expect the segment to deliver revenue CAGR of 28% over FY18-21.

Bath linen utilization struggles

m  Bath linen volumes grew 10.1% YoY, with realizations increasing 8% YoY.

m  However, the segment’s utilization level remained muted at 48% in 9MFY19
(49% in 1HFY19).

®  Management expects utilization of 50% by end-FY19.

m  We expect the segment to deliver revenue CAGR of 14% over FY18-21.

Better product mix and price hike drive realization in paper segment

B Paper segment grew by 15.7% YoY to INR2,592m in 3QFY19.

®  Margins expanded significantly by 910bp YoY to 38.1%.

m  Volumes, however, declined 10% YoY. However, better realization pulled up
overall value growth. On a QoQ basis, volumes declined by 2-3%, while
realization increased 7% on account of a better product mix and price increases.

m  We expect the segment to deliver revenue CAGR of 2% over FY18-21.

Highlights from press release

®  Net debt stood at INR21.9b as on 31° Dec’18 (INR26.2b as on 31° Mar’18), with
net debt to equity of 0.7x.

®  Gross debt stood at INR27.3b as on 31° Dec’18 (INR27.9b as on 31° Mar’18).

m  Bed linen volumes grew 41.7% YoY, while bath linen volumes increased 10.1%
YoY.

m The board declared 3" interim dividend of INR1.2 per fully paid up share of
INR10 each. The total dividend declared for 9MFY19 is INR2.4 per share.

Valuation and view

TRID sustained its momentum in the bed linen (utilization of 60% in 9MFY19) and
paper segments (EBIT margin up 910bp YoY to 38.1% in 3QFY19). However, bath
linen utilization remained contained at 48% in SIMFY19 (v/s 49% in 1HFY19). We
maintain our estimates: 8%/26% revenue/PAT CAGR over FY18-21. The stock has
traded at 9x one-year forward P/E over the last five years, and we value it at the
same multiple on FY21E EPS, given (a) sustained growth momentum with a positive
outlook and (b) estimated RoE improvement of 500bp to 14.2% by FY21. Our target
price of INR94 implies a 33% upside. Maintain Buy.
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Story in charts
Exhibit 4: Expect revenue CAGR of 8% over FY18-21 Exhibit 5: Margins to expand 240bp over FY18-21
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Exhibit 6: Expect adj. PAT CAGR of 26% over FY18-21

Source: MOSL, Company

Exhibit 7: EBITDA/MT in paper segment to remain steady
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Exhibit 8: Utilization levels to inch upward

Source: MOSL, Company

Exhibit 9: Free cash flow generation to remain strong
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Exhibit 10: Return rations to remain healthy Exhibit 11: Revenue mix (%)
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Exhibit 12: Expect bed linen rev CAGR of 28% over FY18-21

Source: MOSL, Company

Exhibit 13: Expect bath linen rev CAGR of 14% over FY18-21
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Exhibit 14: Expect paper rev CAGR of 2% over FY18-21

Source: MOSL, Company

Exhibit 15: Yarn and paper utilization to remain steady
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Financials and Valuations
Consolidated - Income Statement (INR M)
Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E
Total Income from Operations 33,352 38,690 37,553 36,657 46,252 45,575 52,068 54,979 57,535
Change (%) 22.1 16.0 -2.9 -2.4 26.2 -1.5 14.2 5.6 4.7
Raw Material Cost 18,415 20,521 19,309 17,287 22,307 22,829 25,330 26,661 27,925
Employees Cost 2,379 2,870 3,872 4,295 5,794 5,243 5,725 6,066 6,348
Other Expenses 7,005 8,023 7,766 7,778 9,296 9,310 10,533 11,029 11,542
Total Expenditure 27,799 31,414 30,946 29,359 37,397 37,383 41,588 43,756 45,815
% of Sales 83.3 81.2 82.4 80.1 80.9 82.0 79.9 79.6 79.6
EBITDA 5,553 7,276 6,608 7,297 8,855 8,192 10,480 11,223 11,720
Margin (%) 16.7 18.8 17.6 19.9 19.1 18.0 20.1 20.4 20.4
Depreciation 2,614 2,684 3,213 3,366 4,125 4,041 3,911 3,994 4,053
EBIT 2,939 4,592 3,395 3,931 4,730 4,151 6,569 7,229 7,668
Int. and Finance Charges 2,353 2,103 2,060 1,452 1,410 1,182 1,084 966 853
Other Income 224 163 345 334 1,062 942 470 414 433
PBT bef. EO Exp. 810 2,652 1,680 2,813 4,382 3,911 5,955 6,676 7,247
EO Items 0 0 0 0 0 0 714 0 0
PBT after EO Exp. 810 2,652 1,680 2,813 4,382 3,911 5,241 6,676 7,247
Total Tax 318 681 501 392 1,016 1,277 1,520 1,869 2,029
Tax Rate (%) 39.2 25.7 29.8 13.9 23.2 32.7 29.0 28.0 28.0
Share of profit/(loss) of associates 0 -30 0 0 7 6 0 0 0
Reported PAT 493 1,940 1,179 2,421 3,372 2,640 3,721 4,807 5,218
Adjusted PAT 493 2,001 1,179 2,421 3,359 2,628 4,228 4,807 5,218
Change (%) -212.0 305.8 -41.1 105.4 38.7 -21.8 60.9 13.7 8.6
Margin (%) 1.5 5.2 3.1 6.6 7.3 5.8 8.1 8.7 9.1
Consolidated - Balance Sheet (INR M)
Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E
Equity Share Capital 3,108 3,111 5,086 5,094 4,979 4,978 4,978 4,978 4,978
Eqg. Share Warrants & App. Money 0 430 0 0 0 0 0 0 0
Total Reserves 3,953 5,737 16,935 19,267 22,590 24,436 26,890 30,061 33,502
Net Worth 7,061 9,278 22,022 24,361 27,568 29,414 31,869 35,039 38,480
Minority Interest 0 0 0 0 0 0 0 0 0
Total Loans 22,398 18,623 26,505 34,427 28,498 28,192 24,692 20,929 18,429
Deferred Tax Liabilities 1,070 1,082 1,796 1,582 1,655 2,126 2,126 2,126 2,126
Capital Employed 30,530 28,983 50,323 60,369 57,721 59,732 58,687 58,094 59,035
Gross Block 34,056 34,858 57,087 70,389 70,988 72,281 74,194 75,377 76,413
Less: Accum. Deprn. 14,374 16,902 20,049 23,415 27,540 31,581 35,492 39,486 43,539
Net Fixed Assets 19,682 17,956 37,038 46,974 43,448 40,700 38,702 35,891 32,874
Goodwill on Consolidation 0 0 0 0 0 0 0 0 0
Capital WIP 281 363 1,989 571 1,232 1,766 853 671 634
Current Investments 25 301 1 1 49 109 0 0 0
Total Investments 639 1,152 180 723 1,054 1,151 1,151 1,151 1,151
Curr. Assets, Loans&Adv. 12,266 12,344 14,651 17,025 16,107 19,694 22,014 24,634 28,419
Inventory 6,911 6,429 7,482 9,065 7,747 9,226 10,699 11,297 11,980
Account Receivables 2,322 2,641 2,737 2,513 3,751 4,604 5,260 5,554 5,990
Cash and Bank Balance 336 250 144 819 1,326 1,665 1,258 2,718 4,811
Loans and Advances 2,698 3,024 4,289 4,627 3,282 4,199 4,797 5,065 5,638
Curr. Liability & Prov. 2,338 2,832 3,536 4,924 4,119 3,579 4,034 4,253 4,044
Account Payables 1,659 2,210 2,191 2,237 1,730 1,693 1,878 1,977 1,913
Other Current Liabilities 609 383 895 2,539 2,182 1,748 1,997 2,108 1,956
Provisions 71 239 450 148 207 139 159 168 175
Net Current Assets 9,928 9,513 11,115 12,101 11,988 16,115 17,981 20,381 24,375
Misc Expenditure 0 0 0 0 0 0 0 0 0
Appl. of Funds 30,530 28,983 50,323 60,369 57,721 59,732 58,687 58,094 59,035
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Financials and Valuations

Ratios

Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E
Basic (INR)

EPS 1.0 4.0 2.4 4.9 6.7 5.3 8.5 9.7 10.5
Cash EPS 6.2 9.4 8.8 11.6 15.0 13.4 16.3 17.7 18.6
BV/Share 14.2 18.6 44.2 48.9 55.4 59.1 64.0 70.4 77.3
DPS 0.0 0.3 0.6 0.9 1.5 1.5 2.1 2.7 3.0
Payout (%) 0.0 8.1 28.9 22.6 27.1 34.0 34.0 34.0 34.0
Valuation (x)

P/E 30.0 14.6 10.5 13.5 8.4 7.4 6.8
Cash P/E 8.0 6.1 4.7 5.3 4.3 4.0 3.8
P/BV 1.6 1.5 1.3 1.2 1.1 1.0 0.9
EV/Sales 1.6 1.9 1.4 1.4 1.1 1.0 0.9
EV/EBITDA 9.3 9.4 7.1 7.6 5.6 4.8 4.2
Dividend Yield (%) 0.0 0.4 0.8 1.3 2.1 2.1 3.0 3.8 4.2
FCF per share 6.0 12.3 7.3 -11.9 16.6 4.5 10.9 15.7 14.5
Return Ratios (%)

RoE 7.3 24.5 7.5 10.4 12.9 9.2 13.8 14.4 14.2
RoCE 6.5 12.3 6.9 6.8 7.7 6.0 8.8 9.8 10.3
RolC 6.1 12.1 6.3 6.4 6.5 5.1 8.4 9.6 10.4
Working Capital Ratios

Fixed Asset Turnover (x) 1.0 1.1 0.7 0.5 0.7 0.6 0.7 0.7 0.8
Asset Turnover (x) 1.1 1.3 0.7 0.6 0.8 0.8 0.9 0.9 1.0
Inventory (Days) 137 114 141 191 127 148 154 155 157
Debtor (Days) 25 25 27 25 30 37 37 37 38
Creditor (Days) 33 39 41 47 28 27 27 27 25
Leverage Ratio (x)

Current Ratio 5.2 4.4 4.1 3.5 3.9 5.5 5.5 5.8 7.0
Interest Cover Ratio 1.2 2.2 1.6 2.7 3.4 3.5 6.1 7.5 9.0
Net Debt/Equity 3.1 19 1.2 1.4 1.0 0.9 0.7 0.5 0.4
Consolidated - Cash Flow Statement (INR M)
Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E
OP/(Loss) before Tax 811 2,652 1,680 2,766 4,382 3,911 5,241 6,676 7,247
Depreciation 2,614 2,684 3,213 3,376 4,125 4,041 3,911 3,994 4,053
Interest & Finance Charges 2,310 2,028 1,939 1,230 1,410 1,182 1,084 966 853
Direct Taxes Paid -113 -584 -347 -600 -1,016 -1,277 -1,520 -1,869 -2,029
(Inc)/Dec in WC -1,767 435 -977 -1,424 620 -3,788 -2,273 -941 -1,901
CF from Operations 3,855 7,214 5,509 5,348 9,521 4,069 6,443 8,826 8,223
Others -53 255 -68 -60 0 0 0 0 0
CF from Operating incl EO 3,803 7,469 5,441 5,288 9,521 4,069 6,443 8,826 8,223
(Inc)/Dec in FA -797 -1,345 -1,789  -11,214 -1,259 -1,827 -1,000 -1,000 -1,000
Free Cash Flow 3,005 6,123 3,652 -5,926 8,262 2,242 5,443 7,826 7,223
(Pur)/Sale of Investments -83 -411 192 -250 -331 -98 0 0 0
Others 37 -58 396 132 695 0 0 0 0
CF from Investments -844 -1,814 -1,200 -11,332 -895 -1,925 -1,000 -1,000 -1,000
Issue of Shares 64 433 187 611 -115 0 0 0 0
Inc/(Dec) in Debt -555 -4,062 -1,966 7,809 -5,929 -305 -3,500 -3,763 -2,500
Interest Paid -2,362 -2,106 -2,056 -1,367 -1,410 -1,182 -1,084 -966 -853
Dividend Paid 0 -5 -486 -360 -915 -899 -1,267 -1,637 -1,777
Others 0 0 -26 0 250 582 0 0 0
CF from Fin. Activity -2,853 -5,740 -4,347 6,694 -8,119 -1,805 -5,851 -6,367 -5,130
Inc/Dec of Cash 105 -86 -106 649 507 339 -407 1,459 2,093
Opening Balance 230 336 250 170 819 1,327 1,666 1,258 2,718
Closing Balance 336 250 144 819 1,327 1,666 1,258 2,718 4,811
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NOTES
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Explanation of Investment Rating

Investment Rating Expected return (over 12-month)

BUY >=15%

SELL <-10%

NEUTRAL <-10% to 15%
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