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Estimate change 1 CMP: INR1,484 TP: INR1,900 (+28%) Buy
TP change l 0
Rating change - Weak quarter; demand recovery key for re-rating
m  Raymond Lifestyle (RLL) reported a weak 3Q with modest ~2% YoY
Bloomberg RAYMONDL IN revenue growth. EBITDA declined 37% YoY due to operating deleverage,
Equity Shares (m) 61 higher ad spends in branded apparels and adverse segmental mix
M.Cap.(INRb)/(USDb) 90.1/1 , ) R
52-Week Range (INR) 3100/1385 ™ RLL’s secondary sales were healthy, which led to: 1) a decline in the Net
1, 6, 12 Rel. Per (%) -29/-/- Working Capital (NWC) to 89 days (from 97 days in 2Q) and 2) a net cash
12M Avg Val (INR M) 328 balance of INRO.6b (vs. net debt of INR5.7b in 2Q).
. . . m  RLL has corrected ~33% in the last three months and is trading at
Financials & valuations (INR b) . .
Y/E MARCH 2024 2025 2026E reasonable valuations of ~¥24x FY26 P/E. However, we believe
Sales 65.4 63.8 68.7 improvement in execution and sustained growth recovery remain the key
EBITDA 9.4 6.7 8.4 for re-rating.
Adj-(PAT) 4.9 2.4 3.7 m  We lower our FY25-26E revenue by 2-5%. However, our EBITDA cut is
EPS (INR 80.2 38.7 61.0 . ~14.100 - .
EPS Gr. (%)  s18%  577% higher at ~14-19% as we n.ow build in a gradual margm. recovery.
Ratios ®  We value RLL at a PE multiple of 25x on Mar’27E to arrive at our TP of
BV/Sh. (INR) 1,599 1,628 1,686 INR1,900 per share. We maintain BUY on RLL, primarily on reasonable
ROE (%) 10.9 5.1 7.7 valuations.
RoCE (%) 15.1 8.6 10.6 . . .
Valuations Below our conservative estimates due to weak margins
P/E (x) 18.5 38.4 243 MW Consolidated revenue was up by a modest 2% YoY at INR17.5b (2% miss).
P/BV (x) 0.9 0.9 09 m RLLopened 61 new stores (incl. 14 Ethnix by Raymond stores) in 3Q,
E\'//E\?ITIEA‘;X) 10.2 14.3 114 bringing its total retail store network to 1,653 stores (up 9% YoY).
Iv. Yield (%) = - ~ m  Gross profit declined 5% YoY to INR7.5b (10% miss) as gross margin
0 .
Shareholding pattern (%) contracted 2.90bp Y:)Y to 42.5% (350bp molss). - ‘
AsOn Dec2a  Sep2 ®  EBITDA declined 37% YoY to INR1.8b (-16% QoQ, 26% miss) due to higher
Promoter 547 547 employee (+4% YoY) and other (+21% YoY) expenses.
DIl 79 79 ®  EBITDA margin contracted ~620bp YoY to 10.2% (~325bp miss).
FIl 12.4 12.7 m  Depreciation and amortization rose 34% YoY, while finance cost jumped
Others 25.0 24.8 24% YoY.
Fll includes depository receipts m  Reported PAT declined 60% YoY due to lower EBITDA, higher D&A, and a
higher tax rate.
m  RLL has once again become net debt free with net cash of INR0.61b (vs.
INR5.7b net debt in 2Q). This is driven by better secondary sales, which,
thus, improved collections in 3QFY25.
m  Further, RLL's net working capital improved to 89 days (vs. 97 days in 2Q).

Highlights from the management commentary

Demand environment: The 3Q operating environment remained
challenging, driven by a slowdown in urban discretionary spending. There
has been no significant change in demand trends in January. However,
early signs for next year have been positive from the trade channels.
Secondary sales: Secondary sales were healthy, which led to
improvement in collections. Further, bookings at retail channels have
been positive and management expects FY26 to be a growth year for RLL.
Growth strategy: RLL has a threefold strategy for growth: 1)
premiumization in Branded Textiles, 2) ramp-up of Ethnix and foray into
adjacencies (sleepwear and innerwear), and 3) customer acquisition in
Garmenting.
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®  Margins: EBITDA margins were impacted by weak consumer demand, operating
deleverage, higher ad spends in branded apparels, and an adverse segment mix
(higher Garmenting and lower Branded Textiles). Management expects margins
to gradually recover to ~15% on a sustainable basis once the headwinds and
expansions stabilize.

Valuation and view
B RLL has corrected ~33% in the last three months and is trading at reasonable
valuations of ~24x FY26 P/E.
B RLL’s focus on increasing its network footprint, ramping up Ethnix, and foray
into new segments (inner-wear, sleepwear), along with tailwinds in Garmenting,
remain the key growth driver. However, we believe improvement in execution
and sustained growth recovery remain the key for re-rating.
m  We lower our FY25-26E revenue by 2-5%. However, our EBITDA cut is higher at
~14-19% as we now build in a gradual margin recovery.
B We value RLL at a PE multiple of 25x on Mar’27E to arrive at our TP of INR1,900

per share. We maintain BUY on RLL, primarily on reasonable valuations.

Consolidated - Quarterly performance (INR m)
Y/E March FY24 FY25E FY24 FY25E FY25 Est
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 3QE Var (%)
Revenue 13,212 18,034 17,263 16,846 12,201 17,083 17,542 17,012 65,354 63,838 17,968 -2.4%
YoY Change (%) -8% -5% 2% 1% 2%
Total Expenditure 11,745 15,431 14,429 14,383 11,604 14935 15,745 14,894 55,988 57,178 15,540 1.3%
EBITDA 1,467 2,602 2,834 2,462 597 2,148 1,797 2,119 9,366 6,661 2,428 -26.0%
EBITDA Margin 11.1% 14.4% 16.4% 14.6% 4.9% 12.6% 10.2% 12.5% 14.3% 10.4% 13.5%
Change YoY (%) 59%  -17%  -37%  -14% -29%
Depreciation 568 598 595 702 746 763 794 784 2,463 3,087 773 2.8%
Interest 617 428 438 473 463 532 544 568 1,957 2,108 559 -2.6%
Other Income 327 458 329 430 294 270 413 463 1,544 1,439 270 53.2%
PBT 517 2,035 2,129 1,717 -323 528 867 1,230 6,398 2,303 1,366 -36.5%
Tax 34 641 505 423 -91 106 226 310 1,603 552 344 -34.3%
Rate (%) 6.6% 315% 23.7% 24.6% 28.1% 20.1% 26.0% 25.2% 25.1% 24.0% 25.2%
Reported PAT 483 1,393 1,624 1,294 -232 422 642 920 4,795 1,751 1,022 -37.2%
Adj PAT 575 1,393 1,624 1,294 -227 1,016 645 920 4,887 2,354 1,022 -36.8%
YoY Change (%) -139.5% -27.1% -60.3%  -29% -51.8%
Exhibit 1: Valuation: We ascribe INR1,720 TP to RLL
Mar-26 INRm
PAT 4,626
PE 25x
Equity 1,15,736
NOS 61
per share 1,900
CMP 1,484
upside 28%
31 January 2025 2
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Exhibit 2: Consol P&L (INR m)

Consol P&L (INR m) 3QFY24 2QFY25 3QFY25 YoY% QoQ% 3QFY25E v/s Est (%)
Total Revenue 17,263 17,083 17,542 2 3 17,968 -2
Raw Material cost 9,426 9,443 10,090 7 7 9,703 4
Gross Profit 7,837 7,639 7,453 -5 -2 8,265 -10
Gross margin (%) 45.4% 44.7% 42.5% -291 -224 46.0% -352
Employee Costs 2,341 2,422 2,437 4 1 2,336 4
Other expenses 2,662 3,070 3,219 21 5 3,502 -8
EBITDA 2,834 2,148 1,797 -37 -16 2,428 -26
EBITDA margin (%) 16.4% 12.6% 10.2% -617 -233 13.5% -327
Depreciation and amortization 595 763 794 34 4 773 3
EBIT 2,239 1,385 1,003 -55 -28 1,655 -39
EBIT margin (%) 0.1 8.1% 5.7% NM NM 9.2% -3.5
Finance Costs 438 532 544 24 2 559 -3
Other income 329 270 413 26 53 270 53
Exceptional item 0 -594 -4 NM NM 0 NM
Profit before Tax 2,129 528 867 -59 64 1,366 -36
Tax 505 106 226 -55 112 344 -34
Tax rate (%) 23.7% 20.1% 26.0% 9.7 29.2 25% 3.4
Profit after Tax 1,624 422 642 -60 52 1,022 -37
Adj Profit after Tax 1,624 1,016 645 -60 -36

Segment Revenue 3QFY24 2QFY25 3QFY25 YoY% QoQ% 3QFY25E  v/sEst (%)
Branded Textile 9,089 8,535 8,563 -6% 0% 8,726 -2%
Branded Apparel 4,373 4,410 4,580 5% 4% 4,851 -6%
Garmenting 2,605 2,596 3,088 19% 19% 2,951 5%
HVCS 2,143 2,284 2,010 -6% -12% 2,183 -8%
Consolidated Revenue 17,263 17,083 17,542 2% 3% 17,968 -2%
Elimination 947 742 698 742

Segment EBITDA 3QFY24 2QFY25 3QFY25 YoY% QoQ% 3QFY25E v/s Est (%)
Branded Textile 1,963 1,610 1,538 -22% -4% 1,789 -14%
Branded Apparel 608 573 438 -28% -24% 631 -31%
Garmenting 294 250 240 -18% -4% 288 -17%
HVCS 234 221 207 -11% -7% 240 -14%
Consolidated EBITDA 2,834 2,148 1,797 -37% -16% 2,428 -26%
Elimination 265 507 626 520

31 January 2025 3
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Segmental performance:

®  Branded Textile: Revenue at INR8.6b (2% miss) declined ~6% YoY (vs. -9% YoY in
2Q) on account of continued weakness in customer demand. EBITDA declined
22% YoY to INR1.5b (14% miss) as the margin contracted 365bp YoY to 18%
(255bp miss) on account of operating deleverage.

B Branded Apparel: Revenue at INR4.6b (6% miss) inched up 5% YoY as 9% YoY
store addition was offset by a likely decline in SSSG as market conditions
remained challenging amid muted consumer demand. However, EBITDA at
INR440m (31% miss) declined 28% YoY as the margin contracted 430bp YoY to
9.6% (340bp miss), due to higher ad spends and upfront investments in retail
store expansions.

B Garmenting: Revenue at INR3.1b (5% beat) grew 19% YoY. However, EBITDA
declined 18% YoY to INR240m (16% miss) as the margin contracted 350bp YoY
to 7.8% (200bp miss) on account of an adverse sales mix, higher freight costs,
and additional costs for the new lines.

m  High-Value Cotton Shirting (HVCS): Revenue at INR2b (in line) declined ~6%
YoY. EBITDA declined 11% YoY to INR207m (14% miss) as the margin contracted
60bp YoY to 10.3% (70bp miss) on account of operating deleverage.

Exhibit 3: Key estimate changes

Consol FY25 FY26 FY27
Revenue (INR mn)

Old 64,835 72,065 80,577
Actual/New 63,838 68,687 74,043
Change (%) -1.5% -4.7% -8.1%
Gross Profit (INR mn)

Old 29,176 32,789 36,824
Actual/New 27,770 30,737 33,689
Change (%) -4.8% -6.3% -8.5%
Gross margin (%)

Old 45.0 45.5 45.7
Actual/New 43,5 44.8 45,5
Change (%) -15 -0.8 -0.2
EBITDA (INR mn)

Old 7,728 10,334 11,835
Actual/New 6,661 8,366 9,692
Change (%) -13.8% -19.0% -18.1%
EBITDA margin (%)

Old 11.9 14.3 14.7
Actual/New 10.4 12.2 13.1
Change (%) -148.5 -216.1 -159.9
PAT (INR mn)

Old 2,836 4,692 5,726
Actual/New 2,354 3,713 4,626
Change (%) -17.0% -20.9% -19.2%

31 January 2025 4
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Highlights from the management commentary

®m  Demand environment: The 3Q operating environment remained challenging,
driven by a slowdown in urban discretionary spending. There has been no
significant change in demand trends in January. However, early signs for next
year have been positive from the trade channels.

B Secondary sales: Secondary sales were healthy, which led to improvement in
collections. Further, bookings at retail channels have been positive and
management expects FY26 to be a growth year for RLL.

B Growth strategy: RLL has a threefold strategy for growth: 1) premiumization in
Branded Textiles, 2) ramp-up of Ethnix and foray into adjacencies (sleepwear
and innerwear), and 3) customer acquisition in Garmenting.

®  Margins: EBITDA margins were impacted by weak consumer demand, operating
deleverage, higher ad spends in branded apparels, and adverse segment mix
(higher Garmenting and lower Branded Textiles). Management expects margins
to gradually recover to ~15% on a sustainable basis once the headwinds and
expansions stabilize.

B Segmental margins: Branded Textiles is the key margin driver for the company
and management expects margins to improve to 21-22%. Further, it expects: 1)
12-13% margins in the long run in the branded apparel segment and 2) double-
digit margins in Garmenting.

B Garmenting: The company added 15 new clients during 3Q. While this led to
better growth for the segment, margins were impacted by a weaker product
mix, as new clients have started with lower-end products. Further, there was an
impact from blue collar manpower training for expansion.

m Branded Textiles: RLL typically takes 1-2% price hikes every year in the segment.
However, management has made a conscious decision not to implement price
hikes this year. Despite this, it remains optimistic about premium bookings and
scale benefits to drive growth in FY26.

31 January 2025
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Key exhibits

Exhibit 5: Consolidated EBITDA declined 37% YoY as margins

contracted ~620bp YoY

Exhibit 4: Consolidated revenue increased 2% YoY
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Exhibit 7: Branded Apparel revenue inched up 5% YoY;

margins contracted ~435bp YoY

Exhibit 6: Branded Textile revenue declined 6% YoY; margin

contracted 365bp YoY
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margins

YoY;

revenue declined 6%

Exhibit 9: HVCS

Exhibit 8: Garmenting revenue increased 19% YoY; margins

contracted ~355bp YoY

contracted 60bp YoY
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Exhibit 11: Expect FY27 EBITDA to be broadly similar to FY24

levels

Exhibit 10: Consolidated revenue to record ~4% CAGR over

FY24-27E
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Consolidated - Income Statement (INR m)
Y/E March FY24 FY25E FY26E FY27E
Revenue from Operations 65,354 63,838 68,687 74,043
Change (%) -2 8 8
Raw Materials 29,259 28,727 30,394 32,579
Manufacturing & opex 6,902 7,341 7,556 7,774
Gross Profit 29,193 27,770 30,737 33,689
Margin (%) 44.7 43.5 44.8 45.5
Employee Costs 9,182 9,576 9,960 10,366
Other Expenses 10,646 11,533 12,412 13,632
EBITDA 9,366 6,661 8,366 9,692
Margin (%) 14.3 10.4 12.2 13.1
Depreciation 2,463 3,087 3,196 3,542
EBIT 6,903 3,574 5,169 6,150
Margin (%) 10.6 5.6 7.5 8.3
Finance costs 1,957 2,108 1,756 1,638
Other Income 1,544 1,439 1,549 1,670
Exceptional Items loss (gain) -92 -603 0 0
PBT bef. EO Exp. 6,398 2,303 4,962 6,182
Total Tax -1,603 -552 -1,249 -1,556
Tax Rate (%) 25.1 24.0 25.2 25.2
PAT 4,795 1,751 3,713 4,626
Adjusted PAT 4,887 2,354 3,713 4,626
Change (%) -52 58 25
Consolidated - Balance Sheet (INR m)
Y/E March FY24 FY25E FY26E FY27E
Equity Share Capital 122 122 122 122
Total Reserves 97,273 99,024 1,02,737 1,07,362
Net Worth 97,394 99,146 1,02,859 1,07,484
Total Loans 8,254 10,004 9,004 8,004
Lease Liability 7,135 8,910 11,046 13,970
Capital Employed 1,12,783 1,18,060 1,22,909 1,29,458
Fixed Assets 75,461 77,446 78,768 80,739
Total Investments 9,000 9,000 9,000 9,000
Curr. Assets, Loans&Adv. 32,276 35,770 41,476 48,637
Inventory 17,328 17,490 18,818 20,286
Account Receivables 9,248 10,494 10,350 10,143
Cash and Bank Balance 1,524 3,609 8,131 14,032
Loans and Advances 4,177 4,177 4,177 4,177
Curr. Liability & Prov. 18,491 18,141 19,071 20,098
Account Payables 12,593 12,243 13,173 14,200
Other Current Liabilities 5,100 5,100 5,100 5,100
Provisions 798 798 798 798
Net Current Assets 13,786 17,629 22,405 28,539
Deferred Tax assets 12,159 11,607 10,358 8,802
Other Assets 2,378 2,378 2,378 2,378
Appl. of Funds 1,12,783 1,18,060 1,22,909 1,29,458
E: MOFSL Estimates
31 January 2025 8
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Ratios

Y/E March FY24 FY25E FY26E FY27E
Basic (INR)

EPS 80.2 38.7 61.0 76.0
Cash EPS 120.7 89.3 113.5 134.1
BV/Share 1,599 1,628 1,689 1,765
Valuation (x)

P/E 18.5 38.4 24.3 19.5
Cash P/E 12.3 16.6 13.1 11.1
P/BV 0.9 0.9 0.9 0.8
EV/Sales 1.5 1.5 1.4 1.3
EV/EBITDA 10.2 14.3 11.4 9.8
FCF per share -21.0 -18.1 65.2 85.9
Return Ratios (%)

--Adjusted to revaluation, goodwill and cash

Adj RoE 10.9 5.1 7.7 8.8
Adj RoCE 15.1 8.6 10.6 11.3
Adj RolC 20.8 10.4 14.3 16.5
--Pre Ind-AS ratios

Adj RoCE 22.0 11.8 14.7 15.8
Adj RolC 25.0 12.0 18.4 23.7
Working Capital Ratios

Fixed Asset Turnover (x) 0.9 0.8 0.9 0.9
Asset Turnover (x) 0.6 0.5 0.6 0.6
Inventory (Days) 97 100 100 100
Debtor (Days) 52 60 55 50
Creditor (Days) 70 70 70 70
WC (Days) 78 90 85 80
Leverage Ratio (x)

Current Ratio 1.7 2.0 2.2 2.4
Interest Cover Ratio 3.5 1.7 2.9 3.8
Net Debt/EBITDA 0.5 0.9 0.3 -0.1
Net Debt/Equity 0.0 0.1 0.0 0.0
Consolidated - Cash Flow Statement (INR m)
Y/E March FY24 FY25E FY26E FY27E
OP/(Loss) before Tax 3,316 2,303 4,962 6,182
Depreciation 2,478 3,087 3,196 3,542
Interest & Finance Charges 1,957 2,108 1,756 1,638
Others 2,102 -1,439 -1,549 -1,670
Direct Taxes Paid -1,768 0 0 0
(Inc)/Dec in WC -5,041 -1,757 -255 -233
CF from Operating 3,044 4,300 8,111 9,459
(Inc)/Dec in FA -1,352 -2,000 -1,000 -1,000
Free Cash Flow 1,692 2,300 7,111 8,459
(Pur)/Sale of Investments -8,812 0 0 0
Others 20,543 1,439 1,549 1,670
CF from Investments 10,379 -561 549 670
Inc/(Dec) in Debt -11,054 1,750 -1,000 -1,000
Inc/(Dec) in Lease -1,365 -1,903 -1,990 -2,215
Interest Paid -1,607 -1,501 -1,148 -1,013
CF from Fin. Activity -14,026 -1,654 -4,138 -4,228
Inc/Dec of Cash -604 2,086 4,522 5,900
Opening Balance 1,424 1,524 3,610 8,132
Other bank balance 704

Closing Balance 1,524 3,610 8,132 14,032

Investment in securities market are subject to market risks.

Read all the related documents carefully before investing.

31 January 2025
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