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Covid halts strong going, Recovery on right track Excellent |  Investment | Solutions

VIANI

Nitin Spinners Ltd (Nitin) came out with a weak set of numbers, in-line with estimates

during Q1FY21 as Covid issues impacted operations, after a strong show in Q4FY20. Rating: Buy Upside/(Downside): 141%
Operations of the company were on halt for the first 20 days of the quarter, and Current Price: 40 Target Price: 96
resumed gradually post that. The company registered a sales degrowth of 22.6% YoY

to Rs2,191 mn, led by ~25% YoY volume degrowth in yarn business. Although | Market data

realization in yarn segment was down 9% YoY, gross margin of overall business Bloomberg: NSPLIN
improved by 474 bps YoY because of higher correction in cotton prices and 52-week H/L (Rs): 44 /64
contributions from the new woven fabric division. EBITDA degrew by 38.1% YoY/ Mcap (Rs bn/USD mn): 2.2/30
56.7% QoQ to Rs236 mn, due to negative operating leverage. The company has been Shares outstanding (mn): 56.22
ramping up capacity utilization to service export orders in hand. We believe That the Free float: 44.1%
company will come back with strong set of performance as and when pandemic Avg. daily vol. 3mth 60

(3M Avg —in ‘000):
Face Value (Rs): 10

Index: S&P BSE SmallCap
Source: Bloomberg, EISEC Research

situation eases out globally. We continue to maintain our BUY rating on the stock of
the company with a target price of Rs96 per share, 8xFY22e EPS.

Performance hurt by higher depreciation and interest costs due to recent capex

= The company registered a volume degrowth of 25% YoY for the Yarn Segment to | shareholding pattern
7,180 MT, with realizations falling by 9% YoY on account of market factors. Jun-20 Mar-20 Dec-19 Sep-19
= Knitted fabric sales volume was lower for the quarter by 13% YoY to 1,262 MT, Promoter 55.9 55.9 55.8 55.8
with realizations falling by 5% to Rs246.3/Kg. Flls 0.0 0.0 0.0 0.0
" Woven fabric sales got impacted the most during the quarter with volumes lower Dlls . 153 162 162 16.1
by 63% QoQ to 2.1 mn.m and realizations fell by 5% QoQ to Rs 86.3/m. :“bl'c/ggzers 288 279 280 281
ource:
. However, in spite the fall in realizations in all the three segments the GP margins
was higher by 474 bps due to steep correction in cotton prices of 13.4% YoY. | Price performance (%)*
= Depreciation (higher by 69.6%) and interest cost (higher by 79.2%) due to capacity M 3M 12M  24M
expansion led to a loss of Rs92 mn from a profit of Rs108 mn. BSE Smallcap 55 268 100 311

Nitin Spinners 4.0 286 -26.8 -57.5
*as on 7t Aug 2020; Source: Ace Equity, EISEC Research

= Despite all challenges, the company reported a cash profit of Rs141 mn, a
decline of 42% on YoY basis.

Valuation and risks:

= We believe going ahead the company should do well with its processing unit
coming on-stream.

= As cotton prices stabilises at current levels, margins are going to improve going
forward, once the Covid situation recedes.

. The company has been ramping up capacity and is nearing normal utilizations.

= We assign 8 PE multiple to FY22E earnings and arrive at a target price Rs 96.
Hence, we maintain our Buy rating.

. Risk to our call is rise of cotton price and fall in yarn realization.
Y/E Mar (Rs mn) Q1FY21 Q1FY20 Y-0-Y (%) Q4FY20 Q-0-Q (%)

Net sales 2,191 2,831 -22.6% 3,801 -42.4%
Operating costs 1,956 2,451 -12.2% 3,258 -91.4%
EBITDA 236 380 -38.1% 544 -56.7%
EBITDA Margin (%) 10.75% 13.44% (268) bps 14.30% (355) bps
Depreciation 232 137 69.6% 244 -5.1% Nitin Awasthi
Research Analyst
Interest 150 84 79.2% 207 -27.5% +91 22 6192 5344
Other income 8 5 66.5% 6 27.7% nitina@eisec.com
PBT -138 165 NA 99 NA Awanish Chandra
Head of Research
PAT (Reported) -92 108 NA 65 NA +91 22 6192 5345
Adjusted EPS (Rs) -1.63 191 NA 1.16 NA awanishc@eisec.com
Source: Company, EISEC Research
Y/E Mar (Rs mn) Revenue YoY (%) EBITDA EBITDA (%) Adj PAT YoY (%) EPS (Rs) ROE (%) ROCE (%) P/E(x)  EV/EBITDA (x)
FY18 11,452 22.7% 1,549 13.5% 524 -25.6% 9.4 15.4% 8.6% 11.0 6.6
FY19 12,425 8.5% 1,781 14.3% 641 22.4% 11.4 14.3% 7.4% 7.7 7.6
FY20 14,381 15.7% 1,698 11.8% 238 -62.9% 4.2 5.2% 4.2% 13.3 7.9
FY21E 14,055 -2.3% 1,822 13.0% 192 -19.2% 3.4 3.8% 3.8% 11.4 6.3
FY22E 17,249 22.7% 2,467 14.3% 673 249.7% 12.0 12.7% 6.9% 33 4.1

Source: Company, EISEC Research Estimates

EISEC Research is also available on Bloomberg and Thomson Reuters
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Quarterly financials, operating metrics and key performance
indicators

Quarterly Financials

Y/E March (Rs mn) 20FY19 3QFY19 4QFY19 1QFY20 2QFY20 3QFY20 4QFY20 1QFY21
Net Sales 3113 3179 3132 2831 3726 4022 3801 2191.4
Raw Materials 2282 2375 2305 2089 2920 3076 2683 1513
Employee Costs 171 170 174 175 227 265 276 235.9
Other Expenditure 213 208 186 187 227 259 299 207
EBITDA 447 426 468 380 351 422 544 236
Depreciation 137 138 135 137 213 213 244 232
Interest 67 70 80 84 130 135 207 150
Other Income 6 6 9 5 3 8 6 8
PBT 249 224 261 165 10 82 99 -139
Tax 85 80 83 57 3 24 34 -47
Tax rate (%) 34.0%  35.8%  31.6%  347%  29.8%  292%  34.3%  33.9%
PAT 164 144 179 108 7 58 65 -92
YoY Growth (%)

Revenue 9.4%  10.7% 9.4% 5.6%  19.7%  26.5%  21.4%  -22.6%
EBITDA 33.4%  11.6%  11.5% -13.6% -21.4% 09%  163% -38.1%
Adj. PAT 97.6%  -141%  22.5% -30.2% -95.5% -59.7% -63.5% -185.0%
QoQ Growth (%)

Revenue 3.7% 2.1% -1.5% 9.6%  31.6% 8.0% -5.5%  -42.4%
EBITDA 1.4% -4.7% 9.9%  -18.7% -7.6%  202%  28.8%  -56.7%
Adj. PAT 6.4% -12.3%  241% -39.8% -93.2% 688.3%  12.3% -240.4%
Margin (%)

EBITDA 143%  13.4%  149%  13.4% 9.4%  10.5%  143%  10.7%
PAT 5.3% 4.5% 5.7% 3.8% 0.2% 1.4% 1.7% -4.2%

Source: Company, EISEC Research

Valuation
Fig 1: 1-year forward P/E chart Fig 2: 1-year forward EV/EBITDA chart
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Financial Statements

Inc. Stat. FY18 FY19 FY20 FY21E FY22E Balance Sheet FY18 FY19 FY20 FY21E FY22E
YE Mar (Rs mn) YE Mar (Rs mn)
Revenues 11,452 12,425 14,381 14,055 17,249 Sources of funds
% Growth 22.7% 8.5% 15.7% -2.3% 22.7% Capital 556 562 562 562 562
Raw Mat 8,531 9,146 10,767 10,145 12,462 Reserves & Surplus 3,613 4,263 4,377 4,541 5,113
% of sales 74.5% 73.6% 74.9% 72.2% 72.3% Shareholders’ Funds 4,168 4,825 4,940 5,103 5,675
Personnel 607 680 943 1,046 1,143 Total Loan Funds 4,492 8,605 10,187 9,682 9,023
% of sales 5.3% 5.5% 6.6% 7.4% 6.6% Deferred tax liabilities 168 299 333 333 333
Man.O. Exp. 766 818 973 1,042 1,177 Total Liabilities 8,828 13,729 15,459 15,118 15,031
% of sales 6.7% 6.6% 6.8% 7.4% 6.8% Application of funds
EBITDA 1,549 1,781 1,698 1,822 2,467 Gross Block 6,665 6,746 13,698 13,728 13,758
EBITDA.M(%) 13.5% 14.3% 11.8% 13.0% 14.3% Accumulated Dep. 967 1,510 2,317 3,269 4,204
Depreciation 562 546 807 952 935 Net Block 5,698 5,236 11,381 10,459 9,554
EBIT 987 1,234 891 870 1,532 Capital WIP 42 4,682 0 0 0
Finance cost 295 289 556 597 561 Net Assets 5,740 9,918 11,381 10,459 9,554
EBT 692 945 335 273 971 Investments 0 0 0 450 1,140
Other Inc 23 28 21 18 48 Inventories 2,055 2,278 2,647 2,695 2,835
Except.Inc. 0 0 0 0 0 Sundry Debtors 881 1,207 1,528 1,540 1,654
PBT 714 973 356 292 1,019 Cash & Bank Balances 3 30 5 7 9
Tax-Total 190 332 118 99 347 Loans and Advances 241 290 180 197 207
Tax Rate (%) 26.7% 34.1% 33.1% 34.0% 34.0% Other current Assets 365 640 709 703 776
Rep.PAT 524 641 238 192 673 Total Current Assets 3,545 4,445 5,069 5,142 5,482
PAT Margin 4.6% 5.2% 1.7% 1.4% 3.9% Sundry Creditors 351 478 824 770 945
% Growth -25.6% 12.8% -67.9% -17.3% 184.9% Provisions 107 155 167 163 200
Source: Company, EISEC Research Estimates Total Current Liabilities 458 634 991 933 1,145
Net Current Assets 3,088 3,812 4,079 4,209 4,337
Key Ratios FY18 FY19 FY20 FY21E FY22E Total Assets 8,828 13,729 15,459 15,118 15,031
YE Mar Source: Company, EISEC Research Estimates
Growth Ratios (%)
Net Sales 22.7% 8.5% 15.7% -2.3% 22.7% Cash Flow FY18 FY19 FY20 FY21E FY22E
EBITDA 161% 14.9%  -4.6%  7.3%  35.4% ?h';en’;:is“g profit before WC (101) 452 1,050 1,470 1,870
Adjusted Net Profit -8.7% 22.4% -62.9% -19.2% 249.7% Net chg. in working capital (764) (585) (292) (129) (125)
Margin Ratio (%) Cash flow from operating
EBITDA Margin 13.5%  14.3%  11.8%  13.0%  14.3%  activities (a) 663 1,037 1,342 1599 1,995
EBIT Margin 8.6% 9.9% 6.2% 6.2% 8.9%  Capital expenditure 202 4,837 2,270 30 30
PBT margins 6.2% 7.8% 2.5% 2.1% 5.9%  Free Cash Flow 665 1,040 1,342 1,163 1,353
H 0, 0, 0, 0, 0, . .
g:;l':a;irgos 4.6% 5.2% 1.7% 1.4% 3.9% ::tsil‘:iili::v(:;am investing (2000 (4,834) (2,270) (466) (672)
ROE 15.4% 14.3% 5.2% 3.8% 12.7% Cas'h'fl'ow from financing (473) 3,824 902 (1,131) (1,321)
ROCE 86%  74%  42%  38%  6o% octvities()
Net chg. in cash (a+b+c) (10) 27 (26) 2 2
Roic 8.4% 7.2% 4.1% 3.8% 7.1% Source: Company, EISEC Research Estimates
Turnover Ratios (days)
Gross Block Turnover (x) 1.9 1.6 1.4 1.3 1.7
Inventory 65 67 67 70 60
Debtors 28 35 39 40 35
Creditors 11 14 21 20 20
Cash Conversion Cycle 82 88 85 90 75
Solvency ratio (x)
Debt-equity 11 1.8 2.1 19 1.6
Net Debt-Equity 11 1.8 21 1.9 1.6
Gross Debt/EBITDA 29 4.8 6.0 53 3.7
Current ratio 7.7 7.0 5.1 5.5 4.8
Interest coverage ratio 3.4 4.4 1.6 1.5 2.8
Dividend
DPS (Rs.) 0.6 0.6 0.6 0.5 1.8
Dividend Yield (%) 0.6% 0.7% 1.1% 1.3% 4.6%
Dividend Pay-out (%) 12.9% 11.0% 14.2% 15.0% 15.0%
Per share (Rs.)
EPS 9.4 11.4 4.2 34 12.0
BV 75.0 85.8 87.9 90.8 100.9
Valuation
P/E 11.0 7.7 133 11.4 33
P/BV 1.4 1.0 0.6 0.4 0.4
EV/EBITDA 6.6 7.6 7.9 6.3 4.1

Source: Company, EISEC Research Estimates
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Disclaimer

East India Securities Limited (hereinafter EISEC), a publicly listed company, 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, LinkedlIn 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-

e are based on estimates and assumptions

e are subject to significant uncertainties and contingencies

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

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

e are not based on certain generally accepted accounting principles

e 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 securities are
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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-

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

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

e 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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Source: ACE Equity, EISEC Research

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
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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 be(?n 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 subject No
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 No
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 No
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
1 Whether it or its associates have managed or co-managed public offering of securities for the subject company in No
the past twelve months;
12 Whether it or its associates have received any compensation for investment banking or merchant banking or 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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