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Exhibits smart recovery amid challenging times...

Gokaldas Exports delivered a strong performance with healthy profitability
growth in Q2FY21 and strengthened b/s through debt reduction. Post a 32%
fall in revenue in Q1FY21, it has seen a swift recovery in Q2FY21, posting
de-growth of 5.9% YoY to T 340.5 crore (up 46% QoQ). The base quarter
(Q2FY20) included MEIS income worth ¥ 8.7 crore that was reversed in
December 31, 2019. Adjusting for the same, the decline in revenue would
have been 3.6%. The decline was also owing to the company cutting down
low margin domestic business and pivoting to exports markets (exports
grew by 8% YoY in Q2FY21). Gross margins improved 208 bps YoY to
48.3%. Furthermore, significant cost saving initiatives (employee expenses,
other expenses down 17%, 4% to % 101 crore, ¥ 31 crore, respectively) led
operating margins to expand 474 bps YoY to 8.4%. Despite other income
declining 65% YoY to ¥ 4.4 crore (base quarter had forex gain worth ¥ 7.5
core), healthy operational performance led the company to report PAT of X
8.7 crore vs.% 4.1 crore (up 111% YoY). Better working capital management
(release of cash worth % 65 crore) led to OCF worth % 131 crore in H1FY21
vs. T b5 crore in H1FY20. Hence, net debt declined by ~% 78 crore to T 125
crore (D/E: 0.7x).

Key conference call takeaways:

i) Capacity utilisation has risen gradually from 15% in April to 80% in
September, ii) global demand outlook for apparels from major brands has
been encouraging due to increased demand from end consumers. Demand
has seen an increasing trend on a MoM basis, iii) the management indicated
that shifting of supply chain from China to other countries has gradually
started. Global brands both in US and Europe are looking at de-risking their
sourcing destinations, iv) Indian players have started to receive orders from
new clients and over the longer term would benefit from the China +1
sourcing strategy of global brands, v) Gokaldas continued to outperform the
industry as India’s exports of apparels fell 39.3% YoY in H1FY21, vi) the
company has a decent orderbook for Q3FY21 while it continues to get new
incremental orders, vii) Gokaldas has significantly brought down fixed costs
(mainly employee expenses) and expects it to be partly structural in nature,
viii) the management believes it can improve operating margins by 100-200
bps from current levels, ix) total imports by the company (mainly synthetic
fabrics) are to worth T 200 crore, out of which 50% is imported from China.
Gokaldas believes any risk due to embargo on Chinese imports can be
mitigated by shifting to alternative sourcing destinations or changing the
product profile to products that need less raw material imports from China,
X) it has deferred capex to FY22E that will come on stream in FY23 (at current
capacity, it can generate peak revenue worth ¥ 1500 crore).

Valuation & Outlook

Currently the company has ~215 manufacturing lines with each line having
potential to generate ~X 6-7 crore revenues. We expect Gokaldas to add 50
incremental garmenting lines in FY20-23 and bake in revenue worth ¥ 1800
crore by FY23E (revenue CAGR: 10% in FY20-23E). On the back of better
than anticipated cost control measures (that according to the management
is sustainable in nature), we revise our earnings estimates upwards for FY22,
FY23E by ~ 10%, ~ 12%, respectively. With significant improvement in
operating margins and stringent working capital policy (NWC days: 90), we
expect the company to generate 14% RoCE by FY23E. Net D/E ratio is
expected to remain below 1.0x. Gokaldas trades at reasonable valuations of
3.1x FY23E EV/EBITDA and 4.7x FY23E EPS. We reiterate BUY rating with a
revised target price of ¥ 100 (6.0x FY23E EPS, previous TP: X 75).
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Particular Amount
Market Capitalization (% crore) 342.6
Total Debt (FY20) (% crore) 391.0
Cash & investments (FY20) (% crore)* 186.9
EV [ crore) 546.7
52 week HL ) 96/ 27
Equity capital (% crore) 21.4
Face value (3) 5.0

* Cash & investment includes fixed deposit of T 135
crore which is currently kept as a collateral with a
bank
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Exhibit 1: Financial Performance

(Year-end March) FY18 FY19 FY20 FY21E FY22E FY23E
1,031.9 1,174.5 1,365.2 1,242.4 1,565.4 1,800.2
13.8 16.2 (9.0 26.0 15.0
61.8 67.2 90.0 136.8 189.1
5.3 4.9 1.2 8.7 10.5
25.6 30.4 16.2 47.1 7.2
6.0 7.1 3.8 11.0 16.6

Revenues (% crore) *
Growth (%)

EBITDA (% crore)
EBITDA (%)

Net Profit (% crore) *

(23.3)

(2.3)
(31.0)
Earnings per share (%) (8.2)
Balance Sheet

21.4
205.2
391.0

204.1

21.4
221.4
425.0
221.6

21.4
268.6
440.0
2415

21.4
339.8
450.0
241.0

17.5
126.9
472.5
314.3

21.4
219.0
380.7
236.8

Equity (% crore)

Net worth (% crore)
Total Debt (% crore)
Net Debt (% crore) *
Ratios

RoNW (%) (24.9) 1.7 14.8 1.3 17.6 21.0
RoCE (%) 1.2 10.7 2.1 5.1 10.2 14.2
Net Debt/Equity (x) 25 1.1 1.0 1.0 0.9 0.7

85.1
11.3
8.1

NWC (days) 90.0 87.0
P/E (x) - 13.4 13 4.8
EV/EBITDA (x) (28.2) 9.4 4.3 3.1

Source: Company, ICICI Direct Research. Net debt includes fixed deposit worth ¥ 135 crore which is currently kept as collateral
with the bank. Adjusting for the MEIS impact revenue growth would have been ~20% +, with PAT of ¥ 54 crore in FY20

104.1 105.2

Exhibit 3: Global footprint: Exports to more than 50 countries.

Exhibit 2: Core competency in manufacturing complex
garments. Category wise revenue break-up

Geographical break-up of revenues

B Quterwear (Jackets) B USA

® Sports = Euro
55% P pe

Womenswear Asia

Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit4: Impressive clientele of international brands (Top five clients contribute ~65% of export revenues)

GAP H&M Adidas

Vero Moda Marks & Spencer A&F
Global leader in athletic
apparel and the second-
largest sportswear

manufacturer in the world.

Largest specialty retailer in
the United States whose
products are available in
over 90 countries.

O f the global leade; N x en - -
One of the global leaders ir Iconic British multinational

One was the first brands to American lifestyle retailer
launch within the family
owned Bestseller company.
Emerged as the brand of
choice for the fashion-

conscious, independent

fashion with a presence in

retailer that specialises in that focuses on casual wear

about 60 countries, along

Operates two offshoot
with an online presence in

brands, Abercrombie Kids
and Hollister Co., with 1,049
stores across all three
brands

selling clothing, home and

food products
over 35 countries.

young woman who wants
to dress well

\ 4

Columbia

Industry leader in outdoor
apparel products like
jackets, fleece, pants, shoes
and boots.

Carhartt

Delivering best-in-class
apparel, respected for
rugged construction,
innovative design and
exceptional standards of
quality, durability and
comfort for 125 years.

Puma

German multinational that
designs and manufactures
athletic and casual
footwear, apparel and
accessories. Third largest
sportswear manufacturer
in the world.

Zara

Biggest fashion retailer
globally that launches over
12,000 designs every year

Walmart

US multinational retail
corporation engaged in the
operations of a chain of
hypermarkets, department
stores and grocery stores.
The Company operates
over 11,500 stores under
56 banners in 27 countries

Carrefour

French multinational retail
corporation with a global
network of over 12,000
stores. Offers consumer
goods, food and non-food
products, household supplies,
textiles, electronics, home
appliances and local products

Source: Company, ICICI Direct Research

ICICI Securities |Retail Research



ﬂ Company Update Gokaldas Exports ICICI Direct Research

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%
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1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
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ANALYST CERTIFICATION

We /1, 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 Limited is a Sebi registered
Research Analyst with 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 its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in 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 investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

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 strictly 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 or 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 no 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 completeness 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 treat 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 strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions exp d in this report may not be suitable for all investors, who
must make their own 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 independent 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, foreign 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 necessarily 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 differ 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 other 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 report 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 or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past
twelve months.

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 did 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 ICICI 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 are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject 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 or
use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in
all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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