POST CONFERENCE NOTES

BRANDED APPAREL & RETAIL &k Edelweiss

Normalcy in sight; structural changes underway

India Midcaps

India Equity Research| Retail

We hosted eight companies as part of our Branded Apparel & Retail
Conference held on September 3 and 4. Key highlights from our
interactions are: 1) First leg of recovery is under way with majority of the
store network operational. The next leg will entail normalising of store
sales with the industry anticipating full recovery by Q4FY21. While the
upcoming festive season is expect to boost demand, its sustenance post
that is key monitorable. 2) Companies are curtailing production/carrying
over inventory to the next season. With limited inventory in the system,
discounting till now has been low. 3) Online has been the stand out
channel during the lockdown and the momentum is expected to sustain
(3x industry growth). All players, including retailers, acknowledge this
channel’s importance and are looking to establish a presence on it. Our top
picks remain Trent, TCNS Clothing and VMart. We remain underweight on
Page Industries and Shopper’s Stop.

First leg of recovery underway; majority network now open

The first leg of recovery is underway with majority of the store network operational.
Offline channels are now fully open, with online sales already surpassing pre-covid level
and are tracking strong growth. Companies have also used various initiatives like
Whatsapp and video to engage with customers during the lockdown. The next leg will be
for store sales to normalise--currently they range from 40-80% of pre-covid level, with
the inner wear segment clocking a faster ramp-up. 30-40% recovery visible in big cities;
70-80% in smaller cities as lockdown is more relaxed. The ramp-up in towns with limited
covid impact is also a key driver of the industry’s confidence in recovery by Q4FY21.
Commencement of the festive season (Durga Pooja, Onam, Diwali) is expected to

provide a fillip in ensuing days. Key monitorable will be sustenance of demand post that.

Limited discounting; inventory liquidation to drive cash flows

While inner wear and athleisure brands are gaining good traction, demand for other
categories (formal, wedding, etc.) remains weak. Majority players are carrying over their
Spring Summer (SS20) inventory to Autumn Winter (AW20). Collections in India are
fungible, except for core winter wear. With limited inventory available and no
production, discounting has been limited, contrary to expectations. Companies are also

building in cash release this year primarily driven by inventory liquidation. T e e
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Table 1: Recovery tracker — Percentage share of network operational

Parameter Apr May June July August
Apparel & Retail (% operational
Arvind Fashion Stores 8 28 70 70 77
TCNS Clothing Store Days 8 15 50 60 NA
Shoppers Stop Stores 0 0 53 70 88
VMart Store Days 0 22 55 70 75
ABFRL - Lifestyle Brands  Network 0 41 81 86 90
ABFRL - Pantaloons Stores 0 37 75 82 90
Innerwear (% operational)
Page Industries Network 0 42 83 86.5 ~90
ABFRL - Innerwear Revenues 0 42 83 NA NA
Lux Industries Revenues ~85 ~90 ~100 NA NA
Dollar Industries Revenues ~30 ~70 ~90 NA NA

Source: Company, Edelweiss research
Note: For certain months estimated as average of preceding and following month

Chart 1: Online--Fastest-growing channel; ~3x market Chart 2: Online sales still minuscule for Indian brands
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" A Normalcy in sight

India Equity Research| Retail

Key takeaways

Network operational: 95% stores are open as of end-August. Chennai stores are
closed, but expected to open soon. 30-40% recovery visible in big cities; smaller
cities 70-80% recovery as lockdown is more relaxed. Management expects
normalcy to be back by Q4FY21/Q1FY22. ABFRL does not think promotions will

have much impact in the current scenario.

Festive season: Some demand to come in during October-December as there will
be some buying and also due to pent-up demand. Could be around 70-80% of the
normal festive demand.

Key trends: Formal t shirts are selling more than casual t shirts. Funky/outdoorsy
casual wear is not selling. Bridal wear is not selling. Athleisure is picking up

Segment & Debt reduction: Fast fashion losses are expected to fall going ahead.
Ethnic wear is a big opportunity and management believes demand will expand.
Debt should be below INR20 by end FY21 (INR26bn); reduction will be sharper
next year.

Channel: ABFRL has started investing heavily in digital marketing for existing
brands; online sales of brands have reached 3.5-7.0x of peak online sales for these
brands. On stores expansion: 200 stores in Madura and 20 stores in Pantaloons.

Omni-channel: Scaled up the omni-channel play. Store managers connecting with
customers on whatsapp, sharing the merchandise catalogue over the platform and
then dispatching orders. Delivery done within three-four hours.

Rentals: Negotiations are still going on as the lockdown has extended beyond
envisaged earlier. Multiple rounds of negotiations are happening with multiple
developers as visibility on sales is very limited for both parties. Difficult to quantify
the final saving which could fall through.

Industry: ABFRL believes further consolidation in the industry possible; could look
at opportunities if found suitable. Believes organic growth for global brands has
peaked out, will be difficult hereon. So not worried much about competition.

Financials (INR mn)
Year to March FY19 FY20 FY21E FY22E
Net revenue 81,177 87,879 67,919 89,911
Rev. growth (%) 13.2 8.3 (22.7) 32.4
EBITDA 5,540 12,118 8,354 13,037
Adjusted Profit 3,212 (1,650) (3,078) (767)
Basic shares outstanding (mn) 769 769 860 860
Adjusted diluted EPS (INR) 4.2 (2.1) (3.6) (0.9)
EPS Growth (%) 171.3 (151.4) 66.8 (75.1)
Diluted P/E (x) 32.9 (63.9) (38.3) (153.8)
EV/EBITDA (x) 22.0 10.5 16.0 10.0
ROAE (%) 25.5 (13.1) (23.5) (4.7)
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Absolute Rating BUY
Rating Relative to Sector Performer
Risk Rating Relative to Sector  Low

Sector Relative to Market Overweight

MARKET DATA (R: ADIA BO, B: ABFRL IN)

CMP : INR 137
Target Price : INR 180
52-week range (INR) 1 281/96
Share in issue (mn) 1 774.0

M cap (INR bn/USD mn) 1113 /1,294

Avg. Daily Vol.BSE/NSE(‘000) : 646.4

SHARE HOLDING PATTERN (%)
Current Q4FY20 Q3FY20

Promoters * 59.1 59.1 59.1
MF's, Fl's & BK’s 22.1 21.9 21.1
Fil's 6.4 8.4 9.4
Others 12.4 10.6 10.4
* Promoters pledged shares 8 NIL

(% of share in issue)

PRICE PERFORMANCE (%)

. EW Retail
Stock Nifty Index
1 month 0.4 2.7 3.2
3 months 6.2 10.5 14.2
12 months  (34.6) (1.0) 1.3
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Financial Statements

Key Assumptions Income statement (INR mn)
Year to March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Macro Net revenue 81,177 87,879 67,919 89,911
GDP(Y-0-Y %) 6.8 7.1 - 6.0 Materials costs 39,250 42,242 33,484 43,427
Inflation (Avg) 3.4 5.9 35 4.0 Gross profit 41,927 45,637 34,435 46,484
Repo rate (exit rate) 6.3 7.5 3.0 4.0 Employee costs 9,130 10,805 9,509 10,789
USD/INR (Avg) 70.0 61.1 75.0 73.0 Rentand lease expenses 11,104 4,870 2,988 4,855
Company Other Expenses 16,153 17,843 13,584 17,802
Revenue growth Pantaloon 11.6 10.0 (24.9) 349 EBITDA 5,540 12,118 8,354 13,037
Revenue growth Madura 12.6 8.0 (22.5) 32.5 Depreciation 2,823 8,853 9,325 10,232
SSSG growth - Pantaloon (%) 1.4 2.7 (25.00 300 EBIT 2,717 3,265 (971) 2,805
SSSG growth EBOs - Madura (%) 5.3 4.0 (20.0) 22.0 Less: Interest Expense 1,874 4,247 4,658 4,372
Net Store addition - Pantaloon 33.0 34.0 5.0 33.0 Add:Otherincome 647.79  653.00 2,550.00 800.00
Net Store addition - Madura 167.0 273.0 50.0 150.0 Profit Before Tax 1,491 (329) (3,078) (767)
Forever 21 (revenue growth %) (10.1) (20.4) (64.9) 230.0 Less: Provision for Tax (1,721) 1,321 - -
Pantaloons - EBITDA as % of sales 7.2 6.3 (2.6) 1.8  Reported Profit 3,212 (1,650) (3,078) (767)
Madura - EBITDA as % of sales 8.0 5.8 22.9 100.0 Adjusted Profit 3,212 (1,650)  (3,078) (767)
Tax rate (%) (115.5) (401.6) - - Shares o /s (mn) 769 769 860 860
Capex (INR mn) 2,792 3,123 1,300 2,300 Diluted shares o/s (mn) 769 769 860 860
Debtor days 30 34 35 32  Adjusted Diluted EPS 4.2 (2.1) (3.6) (0.9)
Inventory days 168 185 175 210
Payable days 205 202 215 205 Common size metrics
Cash conversion cycle (7) 17 (5) 37  Year to March FY19 FY20 FY21E FY22E
Dep. (% gross block) 14.3 12.5 12.3 12.2  Rent and lease expenses 13.7 5.5 4.4 5.4
Materials costs 48.4 48.1 49.3 48.3
EBITDA margins 6.8 13.8 12.3 14.5
Net Profit margins 4.0 (1.9) (4.5) (0.9)
Growth ratios (%)
Year to March FY19 FY20 FY21E FY22E
Revenues 13.2 8.3 (22.7) 32.4
EBITDA 18.2 118.7 (31.1) 56.1
Adjusted Profit 171.3 (151.4) 86.5 (75.1)
EPS 1713  (151.4) 66.8 (75.1)
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Aditya Birla Fashion and Retail Ltd
SERIES

Balance sheet (INRmn)  Profitability and efficiency ratios
As on 31st March FY19 FY20 FY21E FY22E  Year to March FY19 FY20 FY21E FY22E
Share capital 7,735 7,740 8,649 8,649  ROAE (%) 255 (13.1) (23.5) (4.7)
Reserves & Surplus 6,554 2,939 6,452 8,185  ROACE (%) 11.1 11.9 4.5 10.6
Shareholders' funds 14,289 10,679 15,101 16,833 Inventory Days 168 185 175 210
Minority Interest - 199 199 199 Debtors Days 30 34 35 32
Total Borrowings 17,029 23,688 20,000 16,000 Payable Days 205 202 215 205
Long Term Liabilities 2,889 27,841 29,092 30,405 Cash Conversion Cycle (7) 17 (5) 37
Sources of funds 31,573 60,530 62,514 61,561 Current Ratio 1.2 1.3 1.4 1.2
Net Block 6,959 29,600 30,465 32,154  Gross Debt/EBITDA 3.1 2.0 2.4 1.2
Capital work in progress 224 441 441 441 Gross Debt/Equity 1.2 2.2 1.3 0.9
Intangible Assets 18,596 19,831 19,831 19,831 Adjusted Debt/Equity 1.2 2.2 1.3 0.9
Total Fixed Assets 25,779 49,871 50,736 52,426 Interest Coverage Ratio 1.4 0.8 (0.2) 0.6
Non current investments 42 72 72 72
Cash and Equivalents 574 2,740 4,875 3,670 Operating ratios
Inventories 19,213 23,668 20,656 22,903 Year to March FY19 FY20 FY21E FY22E
Sundry Debtors 7,866 8,405 6,400 8,252 Total Asset Turnover 2.6 1.9 1.1 1.4
Loans & Advances 4,921 5,169 5,169 5,169 Fixed Asset Turnover 3.2 2.3 1.4 1.8
Other Current Assets 5,183 5,742 6,029 6,331 Equity Turnover 6.4 7.0 5.2 5.6
Current Assets (ex cash) 37,182 42,983 38,254 42,655
Trade payable 23,986 22,859 19,145 24,985 Valuation parameters
Other Current Liab 8,018 12,277 12,277 12,277  Year to March FY19 FY20 FY21E FY22E
Total Current Liab 32,004 35136 31,422 37,262  Adj. Diluted EPS (INR) 4.2 (2.1) (3.6) (0.9)
Net Curr Assets-ex cash 5,178 7,847 6,832 5,393 Y-0-Y growth (%) 171.3  (151.4) 66.8 (75.1)
Uses of funds 31,573 60,530 62,514 61,561  Adjusted Cash EPS (INR) 7.8 9.4 7.3 11.0
BVPS (INR) 18.6 139 17.6 19.6  Diluted P/E (x) 32.9 (63.9) (38.3)  (153.8)

P/B (x) 7.4 9.9 7.8 7.0
Free cash flow (INRmn)  EV/Sales (x) 1.5 1.7 2.3 1.8
Year to March FY19 FY20 FY21E FY22E  EV/EBITDA (x) 22.0 10.5 16.0 10.0
Reported Profit 3,212 (1,650) (3,078) (767)
Interest (Net of Tax) 4,038 21,304 4,658 4,372
Others (3,860) (15,967)  (2,550) (800)
Less: Changes in WC 937 6,099 (1,015) (1,439)
Operating cash flow 5,276 6,440 9,369 14,477
Less: Capex 2,792 3,123 1,300 2,300
Free Cash Flow 2,484 3,318 8,069 12,177
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V-MART RETAIL

Rural focused network

India Equity Research| Retail

Key takeaways

Network Ramp-up: 90% of stores had opened in June. However, lockdown was
again introduced in July and August in some parts. For stores, which are open, 70-
80% of recovery is visible. On overall basis, this would be around 60%.

Buying Trends: 65% purchases would be need based, balance would be
aspirational purchases. Management expects need-based buying to resume once
normalcy returns; however, aspirational buying is likely to be impacted. Agri-
incomes have been good; hence, consumption too is likely to be good.

Inventory: Inventory management to be a challenge for all retailers. Retailers
have reached an understanding that inventory liquidation will not be done via
discounting.

Design: Does not do designing; has teams that map designs and work with
vendors to create similar clothing. Has KPIs for these design teams to ascertain
whether the picking/selection was suitable with demand or not.

Competition: Mixed bag as national players can be aggressive; regional

competition to be under pressure.

Online: Expects to go live in a few online marketplaces in coming months. Won't
try to gain share via discounting; has been a full price seller in the offline channel
and will follow the same philosophy. Expects demand to move gradually to online
and hence will be working to strengthen that piece.

Expansion: Will be adding 100 stores over the next two years, 50 each year
roughly. But will also need to evaluate locations, returns one can get from these.

Assortment: Will be looking to change the mix with more focus on athleisure and
lounge wear. Will be adding some new categories as well.

Guidance: Margin-wise does not see much impact from change in mix. If any, it
will largely be due to non-sale of high price items in the near term.

Financials (INR mn)
Year to March FY19 FY20 FY21E FY22E
Net revenue 14,337 16,620 12,411 17,737
Rev. growth (%) 17.3 15.9 (25.3) 42.9
EBITDA 1,329 2,138 1,477 2,288
Adjusted Profit 714 493 (125) 395
Basic shares outstanding (mn) 18 18 18 18
Adjusted diluted EPS (INR) 39.4 27.2 (7.0) 21.9
EPS Growth (%) (8.2) (31.0) (125.6) 414.7
Diluted P/E (x) 45.2 65.5 (256.2) 81.4
EV/EBITDA (x) 23.8 15.1 21.7 13.9
ROAE (%) 18.9 11.4 (2.8) 8.5

Edelweiss
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EDELWEISS 4D RATINGS

Absolute Rating BUY

Rating Relative to Sector Performer
Risk Rating Relative to Sector ~ Medium
Sector Relative to Market Overweight

MARKET DATA (R: VMAR.BO, B: VMART IN)

CMP : INR 1781
Target Price : INR 2230
52-week range (INR) : 2,545 /1,200
Share in issue (mn) 1 18.2

M cap (INR bn/USD mn) :32/0

Avg. Daily Vol BSE/NSE(‘000) : 243.4

SHARE HOLDING PATTERN (%)

Current Q4FY20 Q3FY20
Promoters * 51.2 52.0 52.0
MF's, Fl's & BK's 17.2 15.1 10.3
Fll's 231 235 26.0
Others 8.5 9.4 11.7
* Promoters pledged shares 8 NIL
(% of share in issue)
PRICE PERFORMANCE (%)
. EW Retail
Stock Nifty Index
1 month 0.3 2.7 3.2
3 months 2.0 10.5 14.2
12 months (17.1) (1.0) 13
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Financial Statements

V-MART Retail

Key Assumptions Income statement (INR mn)
Year to March FY19 FY20 FY21E FY22E Yearto March FY19 FY20 FY21E FY22E
Macro Net revenue 14,337 16,620 12,411 17,737
GDP(Y-0-Y %) 6.8 7.1 (4.0 7.0 Materials costs 9,703 11,263 8,539 12,061
Inflation (Avg) 3.4 5.9 3.5 4.0  Gross profit 4,635 5,358 3,872 5,676
Repo rate (exit rate) 6.3 7.5 3.0 4.0 Employee costs 1,257 1,536 1,129 1,579
USD/INR (Avg) 70.0 611 75.0 73.0 Rentand lease expenses 672 166 124 195
Company Ad. & sales costs 339 416 248 426
SG&A and other costs 7 7 7 7  Other Expenses 1,037 1,102 894 1,188
Same store sales growth (fashion) 3.7 (2.3) (29.0) 36.0 Total operating expenses 3,305 3,220 2,395 3,388
Kirana stores (YoY growth) 36.8 15.9 8.0 4.0 EBITDA 1,329 2,138 1,477 2,288
Total no. of stores 214 266 281 316 Depreciation 276 939 1,072 1,197
New store sales (INR mn) 3,854 5,649 1,500 4,500 EBIT 1,053 1,198 405 1,091
Rent exp (% of rev) 4.7 1.0 1.0 1.1  Less: Interest Expense 16 548 526 583
Advertising & Sales Promotion 2.4 2.5 2.0 2.4  Add: Other income 59.23 44.8 12.00 20.00
COGS (% of revenue) 67.7 67.8 68.8 68.0  Profit Before Tax 998 695 (109) 528
Employee expenses (% of revenue) 8.8 9.2 9.1 8.9  Less: Provision for Tax 382 202 16 133
Depreciation as % of gross block 119 12.0 12.0 12.0  Add: Exceptional items (98) - - -
Payable day 59 56 72 55  Reported Profit 616 493 (125) 395
Capex (INR mn) 451 717 266 511  Exceptional Iltems (98) - - -
Tax Rates 348 29.0 15.0 25.2  Adjusted Profit 714 493 (125) 395
Inventory days 119.6 130.8 183.0 140.0 Shareso /s (mn) 18 18 18 18
Diluted shares o/s (mn) 18 18 18 18
Adjusted Diluted EPS 39.4 27.2 (7.0) 21.9
Dividend per share (DPS) 1.7 - - 13
Dividend Payout Ratio(%) 4.2 - - 5.0
Common size metrics
Year to March FY19 FY20 FY21E FY22E
Rent and lease expenses 4.7 1.0 1.0 11
Materials costs 67.7 67.8 68.8 68.0
Staff costs 8.8 9.2 9.1 8.9
S G & A expenses 7.2 6.6 7.2 6.7
EBITDA margins 9.3 129 11.9 129
Net Profit margins 5.0 3.0 (1.0) 2.2
Growth ratios (%)
Year to March FY19 FY20 FY21E FY22E
Revenues 17.3 15.9 (25.3) 42.9
EBITDA 0.1 60.8 (30.9) 54.9
Adjusted Profit (8.1) (30.9) (125.4) 414.7
EPS (8.2) (31.0) (125.6) 414.7
7
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Balance sheet (INRmn)  Cash flow metrics
As on 31st March FY19 FY20 FY21E FY22E  Year to March FY19 FY20 FY21E FY22E
Share capital 181 182 182 182 Operating cash flow 763 863 1,050 1,993
Reserves & Surplus 3,911 4,408 4,282 4,653 Financing cash flow (44) (943) (712)  (1,040)
Shareholders' funds 4,093 4,589 4,464 4,835 Investing cash flow (734) 5 (254) (491)
Long term borrowings - - - - Net cash Flow (14) (75) 84 461
Short term borrowings - 10 25 10 Capex (451) (717) (266) (511)
Total Borrowings - 10 25 10  Dividend paid (26) - - (20)
Long Term Liabilities 111 5,218 5,579 5,993
Def. Tax Liability (net) (118) (160) (160) (160) Profitability and efficiency ratios
Sources of funds 4,086 9,658 9,908 10,678 Year to March FY19 FY20 FY21E FY22E
Gross Block 2,240 2,922 3,138 3,594  ROAE (%) 18.9 11.4 (2.8) 8.5
Net Block 1,622 6,634 6,962 7,268 ROACE (%) 29.4 28.6 9.2 23.8
Capital work in progress 40 25 25 25 Inventory Days 120 131 183 140
Intangible Assets 33 37 37 37  Debtors Days = = = =
Total Fixed Assets 1,695 6,695 7,023 7,330 Payable Days 59 56 72 55
Non current investments 98 33 33 33 Cash Conversion Cycle 60 75 111 85
Cash and Equivalents 675 96 108 408  Current Ratio 2.1 2.2 2.4 2.5
Inventories 3,290 4,779 4,281 4,626 Gross Debt/EBITDA - - - -
Sundry Debtors - - - - Gross Debt/Equity - - - -
Loans & Advances 122 119 119 119  Adjusted Debt/Equity - - - -
Other Current Assets 320 354 354 354 Interest Coverage Ratio 65.3 2.2 0.8 1.9
Current Assets (ex cash) 3,733 5,253 4,755 5,100
Trade payable 1,483 1,968 1,684 1,817 Operating ratios
Other Current Liab 632 451 326 376  Yearto March FY19 FY20 FY21E FY22E
Total Current Liab 2,114 2,419 2,010 2,193 Total Asset Turnover 3.8 2.4 1.3 1.7
Net Curr Assets-ex cash 1,618 2,834 2,744 2,907 Fixed Asset Turnover 9.2 4.0 1.8 2.5
Uses of funds 4,086 9,658 9,908 10,678 Equity Turnover 3.8 3.8 2.7 3.8
BVPS (INR) 225.7 252.8 247.3 267.9

Valuation parameters
Free cash flow (INRmn)  Year to March FY19 FY20  FY21E  FY22E
Year to March FY19 FY20 FY21E FY22E Adj. Diluted EPS (INR) 39.4 27.2 (7.0) 21.9
Reported Profit 616 493 (125) 395 Y-o-Y growth (%) (8.2) (31.0) (125.6) 414.7
Add: Depreciation 276 939 1,072 1,197 Adjusted Cash EPS (INR) 54.6 78.9 52.5 88.2
Interest (Net of Tax) 11 389 447 436  Diluted P/E (x) 45.2 65.5 (256.2) 81.4
Others 130 133 (433) 127  P/B(x) 7.9 7.0 7.2 6.6
Less: Changes in WC 270 1,091 (89) 162 EV / Sales (x) 2.2 19 2.6 1.8
Operating cash flow 763 863 1,050 1,993 EV / EBITDA (x) 23.8 15.1 21.7 139
Less: Capex 451 717 266 511 Dividend Yield (%) 0.1 - - 0.1
Free Cash Flow 312 146 784 1,482
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TCNS CLOTHING

Reclaiming the ‘W’ow factor
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Key Highlights:

Ethnic industry: Entry into the business is easy; however, scaling up this category
is difficult. Strong design process and manufacturing are critical to success. Scaling
up is an issue also due to regional players not being able to understand consumer
perspectives of other geographies.

Key success factors: TCNS has managed to become a pan-India business as it is not
occasion wear driven, but more focused on everyday wear. The company does
launch festive-specific collections, but that is a small portion of the entire

EDELWEISS RATINGS

Absolute Rating

Investment Characteristics

BUY
Growth

MARKET DATA (R: TCNS BO, B: TCNSBR IN)

CMP : INR 363
collection. V\{c?men are not stlckY about IabeI.s, but .about fit and taste. Fit plays an Target Price By
extremely critical role. W has a signature design which resonates well. 52-week range (INR) . 780 /300

e  Covid recovery: March third week to April end was complete lockdown. Ramp-up Share in issue (mn) 1 615
in localities which have been operational has been good. Offline is 40% of pre- M cap (INR bn/USD mn) t22/305
covid currently and online is back to normal. The covid impact is not Avg. Dally Vol BSE/NSE('000) : 34.7
homogeneous; some places are back to 70% level and others like Mumbai are
much lower. First 15 days of August have been very good because of Eid and SHARE HOLDING PATTERN (%)
Raksha Bandhan. Festivals is a time when India loosens its purse strings. It's after Current  Q4FY20 Q3FY20
that real demand will be visible. Promoters 323 323 32.3
' MF's, Fl's 10.4 4.1 4.1
e  TCNS.is much more day wear and casual wear. The company does not expect WFH -
— - Fil's 13.8 12.2 12.7
trend to have any significant impact.

Others 43.4 51.4 50.9

e  Design process: Earlier, the company used to take nine months from design to * Promoters pledged s NIL

L - . . . ) (% of share in issue)
drop; post covid it is trying to expedite delivery and make supply chain more
responsive. TCNS is moving to a six season calendar i.e., drops every two months. PRICE PERFORMANCE (%)
Having a smaller MBO share should help TCNS achieve this. Directionally, n—_—
OCK over

implementation of this will lead to meaningful savings . Sensex  Stock .

e  Cost saving & working capital: The company will restate salaries later, but there 1 month 1.5 9.9 8.4
are a lot of initiatives which will be long term. Covid will also drive lower travel 3 months 253 9.3 (16.0)
costs. TCNS has space to improve working capital. Supply chain focus will help 12 months 5.4 (44.4) (49.8)

reduce working capital.

Expansion potential: TCNS can easily open 50-60 net stores over the next four-five
years. Elleven can easily be a 250 store brand.

Guidance: 15-17% EBITDA margin is sustainable. From Q3FY21, TCNS expects to
become cash positive on monthly basis.

Financials (Consolidated)

Nihal Mahesh Jham
+91 22 6623 3352
nihal.jham@edelweissfin.com

Year to March FY19 FY20 FY21E FY22E  Abneesh Roy
+91 22 6620 3141
Net revenues (INR mn) 11,480 11,487 7,716 12,251 e
Revenue growth (%) 15 0 (33) 59
EBITDA (INR mn) 1,768 1,862 989 2,414 [eSEREgee
— +91 22 4063 5407
Adj . diluted EPS (I NR) 21.4 11.3 (08) 135 prateek.barsagade@edelweissfin.com
Diluted P/E (x) 16.8 31.8 NM 26.6
ROACE (%) 30.9 12.7 3.0 12.7  Septmber 7, 2020

Edelweiss Securities Limited



Textiles

Financial Statement

Assumptions Income statement (INRmn)
Macro Assumptions FY19 FY20 FY21E FY22e _YeartoMarch FY19 FY20  FY21E  FY22E
GDP(Y-0-Y %) 6.1 4.8 (4.0) 7.0 Netrevenues 11,480 11,487 7,716 12,251
Inflation (Avg) 3.4 4.3 3.5 4.0 Raw material costs 3,899 4,023 2,932 4,288
Repo rate (exit rate) 6.3 4.4 3.0 4.0 Employee Benefits Expense 1,438 1,576 1,230 1,559
USD/INR (Avg) 70.0 70.7 75.0 73.0 Otherexpenses 4,374 4,025 2,565 3,990
Total expenses 9,711 9,624 6,727 9,837
Company Assumptions EBITDA 1,768 1,862 989 2,414
EBO addition (#) 76.0 54.0 (25.0) 60.0 Depreciation & amortization 222 1,032 1,052 1,131
LFS addition (#) 154.0 321.0 0.0 100.0 EBIT 1,546 831 (63) 1,283
Revenue per EBO (% YoY) (22.2) (8.6)  (45.0) 70.0 Less:InterestExpense 5 382 386 430
Gross Margin (%) 66.0 65.0 62.0 65.0 Add:Otherincome 75 211 385 294
Profit Before Tax 1,616 660 (64) 1,148
Balance Sheet Assumptions Less: Provision for Tax 302 (33) (16) 287
Inventory (% of RM) 703 821 950 700 LeportedProfit 1,314 694 (48) 861
Adjusted Profit 1,314 694 (48) 861
Receivables (% of Revenues) 15.7 15.3 20.0 15.0 No. of Shares outstanding (mn) 61 61 63 64
Capex (INR mn) 263.1 3284 2000 300.0 agjysted Basic EPS 214 113 0.8) 135
No. of dil. shares outstand. (mn) 61 61 63 64
Adjusted Diluted EPS 21.4 11.3 (0.8) 13.5
Adjusted Cash EPS 25 28 16 31
Dividend per share 0.0 0.0 0.0 3.4
Dividend Payout Ratio (%) 0.0 0.0 0.0 0.2

Common size metrics - as % of revenues

Year to March FY19 FY20 FY21E FY22E
Materials costs 34.0 35.0 38.0 35.0
Staff costs 12.5 13.7 15.9 12.7
SG & Aexpenses 38.1 35.0 33.2 32.6
Depreciation 1.9 9.0 13.6 9.2
Interest Expense 0.0 3.3 5.0 3.5
EBITDA margins 15.4 16.2 12.8 19.7
Net Profit margins 11.4 6.0 (0.6) 7.0

Growth metrics (%)

Year to March FY19 FY20 FY21E FY22E
Revenues 15.1 0.1 (32.8) 58.8
EBITDA 13.8 5.3 (46.9) 144.1
PBT 11.6 (59.1) NM NM
Adjusted Profit 34.0 (47.2) NM NM
EPS 23.2 (47.3) NM NM

10 Edelweiss Securities Limited



TCNS Clothing

Balance sheet (INRmn) Profitability & liquidity ratios

Ason 31st March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E

Share capital 123 123 125 127  RoAE (%) 25.6 10.9 (0.7) 11.5

Other Equity 6,063 6,477 6,835 7,887  RoACE (%) 30.9 12.7 3.0 12.7

Total shareholders funds 6,186 6,600 6,961 8,015 Inventory Days 233 274 379 246

Longterm Borrowings 0 3,620 4,419 5,452  Debtors Days 54 57 78 50

Total Borrowings 0 3,620 4,419 5,452  Payble Days 107 108 132 93

Long Term Liabilities & Prov. 144 194 154 202 Cashconversion cycle (days) 179 223 325 203

Deferred Tax Liability (net) (160) (350) (350) (350) Current Ratio 4.6 5.2 7.5 6.1

Sources of funds 6,170 10,064 11,184 13,319 Gross Debt/EBITDA 0.0 1.9 4.5 2.3

Net Block 536 397 316 313  Gross Debt/Equity 0.0 0.5 0.6 0.7

Capital workin progress 3 21 21 21  Net Debt/Equity (0.3) 0.3 0.2 0.2

Intangible Assets 56 3,120 3,800 4,801 Interest Coverage Ratio 300.8 2.2 (0.2) 3.0

Total Fixed Assets 595 3,538 4,137 5,135

Cash & bankbalances 1,608 1,713 2,770 3,664  Operatingratios

Inventories 2,741 3,302 2,786 3,002 Year to March FY19 FY20 FY21E FY22E

Sundry Debtors 1,807 1,756 1,543 1,838 Total asset turnover(x) 2.1 1.4 0.7 1.0

Loans & Advances 636 972 797 1,020  Fixed asset turnover(x) 19.7 5.6 2.0 2.7

Other Current Assets 312 345 237 274  Equity turnover(x) 2.2 1.8 1.1 1.6

Total Current Assets (Ex Cash) 5,496 6,375 5,363 6,133

Trade payable 1,150 1,223 891 1,303  Valuation parameters

Other Current Liab. & STProv. 379 340 195 310 Year to March FY19 FY20 FY21E FY22E

Total Current Liab. & Provisions 1,529 1,563 1,086 1,613  Adjusted Diluted EPS (INR) 21.4 11.3 (0.8) 13.5

Net Current Assets (ex cash) 3,967 4,812 4,276 4,520  Y-0-Ygrowth (%) 23.2 (47.3) NM NM

Uses of funds 6,170 10,064 11,184 13,319 Adjusted Cash EPS(INR) 25.1 28.1 16.0 31.3

Book value per share (BV) (INR) 101 107 111 126  Diluted P/E (x) 16.8 31.8 (467.4) 26.6
Price/BV (x) 3.6 3.3 3.2 2.9

Free cash flow EV/Sales (x) 1.8 2.1 3.1 2.0

Year to March FY19 FY20 FY21E FY22E  EV/EBITDA (x) 11.5 12.9 24.4 10.2

Reported Profit 1,314 694 (48) 861 Dividendyield (%) 0.0 0.0 0.0 0.9

Add: Depreciation 222 1,032 1,052 1,131

Interest (Net of Tax) 4 401 290 322

Others 137 (342) (289) (186)

Less:Changes in WC 778 475 (496) 195

Operating cash flow 899 1,310 1,501 1,932

Less: Capex 237 315 200 300

Free cash flow 662 994 1,301 1,632

Cash flow statement

Year to March FY19 FY20 FY21E FY22E
Operating cash flow 899 1,310 1,501 1,932
Investments cashflow (1,434) (26) 185 (6)
Financing cash flow 383 (971) (629) (1,032)
Net cash Flow (151) 313 1,057 894
Capex (237)  (315)  (200)  (300)
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POST CONFERENCE NOTES

SHOPPERS STOP

Lockdown blues

India Equity Research| Retail

@ Edelweiss

Ideas create, values protect

EDELWEISS 4D RATINGS

Key takeaways
o ) . . . Absolute Rating HOLD
e Consumer trends: Decline in footfall partially offset by higher ticket size and Rating Relative to Sector Underperform
increased conversion. Decline in footfall was 80% in June, which has reduced to Risk Rating Relative to Sector Medium
70% currently. Customers are coming to stores with specific purpose of knowing Secier Ralkiive o M Overweight
what they are looking for. Customer behaviour in terms of shopping is divergent
city wise i.e. cities with higher cases are seeing lower footfall. Biggest category
contributors are home, beauty, casual, athleisure, children garments and women’s MARKET DATA (R: SHOP.BO, B: SHOP IN)
ethnic wear. CMP : INR176
L X ) . Target Price : INR 168
e Covid impact and demand scenario: From a geographical perspective, metros 52-week range (INR) . 448/ 131
have been the most impacted and from region perspective, Western and Northern S o e () . 88.0
regions were more impacted than South and East. Tamil Nadu continues to remain M cap (INR bn/USD mn) : 15/ 475
shut in July. Stores in Maharashtra have opened in August. Avg. Daily Vol.BSE/NSE(‘000) : 57.3
e Omni-channel and Amazon: SSL will have a single view of customer through new
loyalty engine. SSL has initiated a digital transformation journey from mid-July SHARE HOLDING PATTERN (%)
with a leading international consulting company on omni to significantly improve Current Q4FY20 Q3FY20
customer experience and thereby grow the business. By end of Q2, the company is Promoters * 63.9 63.9 63.9
trying to connect with Amazon interface which will be a significant milestone. MF's, FI's & BK's ~ 20.8 211 22.8
. ) o ) Fll's 6.7 7.0 7.0
e  Cost and margin: SSL continues to focus on cost reduction initiatives and reducing - 86 80 6l
ers c c g
monthly cash burn rate. Savings are expected to be circa INR4.5bn for the full * promoters pledged shares  : PG
year. ~60% will be non-lease rental and 40% would be lease rental related. (% of share in issue)
. o . Caco I o
e  Private labels: Private and exclusive brands: 15% contribution versus 12% in PRICE PERFORMANCE (%)
FY20. Personal Shoppers have been recommending private brands. Added EW Retail
q etal
categories in athleisure, home range, etc. Value consciousness has also helped Stock Nifty Tictas
drive higher share of private labels. Share of e-commerce has increased from 14%
i 1 month (8.3) 2.7 3.2
to 20% for Private Labels.
3 months (17.6) 10.5 14.2
12 months (57.4) (1.0) 13
Financials (INR mn)
Year to March FY19 FY20 FY21E FY22E
Net revenue 35,779 34,639 21,222 32,183  Nihal Mahesh Jham
+91 22 6623 3352
Rev. growth (%) (3.2) (3.2) (38.7) 51.6 nihal.jham@edelweissfin.com
EBITDA 2,457 5,515 3,608 5,407
. . Abneesh Roy
Adjusted Profit 650 (1,324) (1,219) (731) 101 29 6620 3141
Basic shares outstanding (mn) 88 88 88 88  abneesh.roy@edelweissfin.com
Adjusted diluted EPS (INR) 7.4 (15.0) (13.9) (8.3)
Prateek Barsagade
EPS Growth (%) 4,323.2 (303.8) 7.9 40.0 L9122 2063 5407
Diluted P/E (x) 23.8 (11.7) (12.7) (21.2) prateek.barsagade@edelweissfin.com
EV/EBITDA (x) 6.4 2.8 4.2 2.9
ROAE (%) 7.1 (27.0) (731.9) 1155 september 7, 2020
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Financial Statements

Shoppers Stop

Key Assumptions Income statement (INR mn)
Year to March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Macro Net revenue 35,779 34,639 21,222 32,183
GDP(Y-0-Y %) 6.8 4.8 (4.0) 7.0 Materials costs 20,783 20,065 12,521 18,731
Inflation (Avg) 3.4 4.3 3.5 4.0  Gross profit 14,997 14,574 8,701 13,453
Repo rate (exit rate) 6.3 4.4 3.0 4.0 Employee costs 3,296 3,346 2,228 3,154
USD/INR (Avg) 70.0 70.7 75.0 73.0  Electricity expenses 970 935 467 869
Company Rent and lease expenses 4,045 660 318 579
Revenue growth (Y-0-Y %) Ad. & sales costs 723 866 382 805
SS-deptstore-Totalstores 83 89 91 95  Other Expenses 3,506 3,251 1,698 2,639
SS depstore-New addition 2 11 2 4 Total operating expenses 12,540 9,059 5,093 8,046
SS - SSS growth (%) 3.9 (3.2) (40.0) 50.0 EBITDA 2,457 5,515 3,608 5,407
EBITDA margin (%) Depreciation 1,406 4,504 3,909 4,281
Staff costs (% of rev) 9.2 9.7 10.5 9.8 EBIT 1,051 1,011 (301) 1,126
Shoppers-COGS (% of rev) 58.2 61.5 61.3 61.3  Less: Interest Expense 138 1,973 2,168 2,237
A&P as % of sales 2.0 2.5 1.8 2.5 Add: Other income 186.53 342.3 1,250.00 380.00
Electricity (% of rev) 2.7 2.7 2.2 2.7  Profit Before Tax 1,099 (716)  (1,219) (731)
Rent costs (% of rev) 11.3 19 1.5 1.8  Less: Provision for Tax 449 704 - -
Financial assumptions Add: Exceptional items - (96) - -
Capex (INR mn) 824 1,193 506 1,100 Associate profit share - - - -
Debtor days 5 4 6 6  Reported Profit 650 (1,419) (1,219) (731)
Inventory days 125 210 300 165  Exceptional Items - (96) - -
Payable days 158 255 380 220  Adjusted Profit 650  (1,324) (1,219) (731)
Dep. (% gross block) 14.0 10.5 10.5 10.5 Shares o /s (mn) 88 88 88 88
Diluted shares o/s (mn) 88 88 88 88
Adjusted Diluted EPS 7.4 (15.0) (13.9) (8.3)
Dividend per share (DPS) 0.8 (1.6) (2.1) (1.2)
Dividend Payout Ratio(%) 10.2 10.0 15.0 15.0
Common size metrics
Year to March FY19 FY20 FY21E FY22E
Rent and lease expenses 11.3 1.9 1.5 1.8
Materials costs 58.1 57.9 59.0 58.2
Staff costs 9.2 9.7 10.5 9.8
S G & A expenses 9.8 9.4 8.0 8.2
EBITDA margins 6.9 15.9 17.0 16.8
Net Profit margins 1.8 (3.8) (5.7) (2.3)
Growth ratios (%)
Year to March FY19 FY20 FY21E FY22E
Revenues (3.2) (3.2) (38.7) 51.6
EBITDA 16.2 1245 (34.6) 49.9
Adjusted Profit 4,324.6  (303.8) 7.9 40.0
EPS 4,323.2  (303.8) 7.9 40.0
:




Retail

Balance sheet (INRmn)  Cash flow metrics
As on 31st March FY19 FY20 FY21E FY22E  Year to March FY19 FY20 FY21E FY22E
Share capital 440 440 440 440 Operating cash flow 2,088 5,761 3,217 4,800
Reserves & Surplus 8,707 226 (773)  (1,373) Financing cash flow (634) (4,332) (3,229) (4,987)
Shareholders' funds 9,147 666 (333) (933) Investing cash flow (1,320) (2,842) (3,161) (5,285)
Long term borrowings 20 2 2 2 Net cash Flow 134  (1,413) (3,174) (5,472)
Short term borrowings 802 1,553 2,303 1,653 Capex (824)  (1,193) (506)  (1,100)
Total Borrowings 822 1,555 2,305 1,655 Dividend paid (66) 142 183 110
Long Term Liabilities 7 20,900 21,900 22,900
Def. Tax Liability (net) (320) (2,641) (2,641) (2,641) Profitability and efficiency ratios
Sources of funds 9,657 20,481 21,231 20,981 Year to March FY19 FY20 FY21E FY22E
Gross Block 8,093 9,093 9,443 10,443  ROAE (%) 7.1 (27.0)  (731.9) 115.5
Net Block 5,542 18,354 17,771 18,092 ROACE (%) 12.2 22.2 45.2 111.8
Capital work in progress 306 444 500 500 Inventory Days 125 210 300 165
Intangible Assets 650 653 593 524  Debtors Days 5 4 6 6
Total Fixed Assets 6,498 19,451 18,865 19,115  Payable Days 158 255 380 220
Non current investments 2,159 365 365 365 Cash Conversion Cycle (27) (40) (74) (49)
Cash and Equivalents 599 1,584 2,565 1,493 Current Ratio 1.1 1.0 1.1 1.1
Inventories 10,719 12,392 10,291 8,467  Gross Debt/EBITDA 0.3 0.3 0.6 0.3
Sundry Debtors 472 341 349 529 Gross Debt/Equity 0.1 2.3 (6.9) (1.8)
Loans & Advances 1,357 1,536 1,486 1,486  Adjusted Debt/Equity 0.1 2.3 (6.9) (1.8)
Other Current Assets 2,632 2,499 2,314 2,534 Interest Coverage Ratio 7.6 0.5 (0.1) 0.5
Current Assets (ex cash) 15,180 16,768 14,440 13,016
Trade payable 12,771 15,219 13,036 11,290  Operating ratios
Other Current Liab 2,008 2,468 1,968 1,718  Year to March FY19 FY20 FY21E FY22E
Total Current Liab 14,779 17,687 15,004 13,008 Total Asset Turnover 3.6 2.3 1.0 1.5
Net Curr Assets-ex cash 401 (919) (564) 8 Fixed Asset Turnover 5.5 2.7 1.1 1.7
Uses of funds 9,657 20,481 21,231 20,981  Equity Turnover 3.9 7.1 1274 (50.8)
BVPS (INR) 104.0 7.6 (3.8) (10.6)

Valuation parameters
Free cash flow (INRmn)  Year to March FY19 FY20  FY21E  FY22E
Year to March FY19 FY20 FY21E FY22E Adj. Diluted EPS (INR) 7.4 (15.0) (13.9) (8.3)
Reported Profit 650 (1,419) (1,219) (731) Y-o-Y growth (%) 4,323.2  (303.8) 7.9 40.0
Add: Depreciation 1,406 4,504 3,909 4,281  Adjusted Cash EPS (INR) 234 36.1 30.6 40.3
Interest (Net of Tax) 92 - - - Diluted P/E (x) 23.8 (11.7) (12.7) (21.1)
Others (76) 2,061 918 1,857  P/B(x) 1.7 232 (46.4) (16.6)
Less: Changes in WC (17) (616) 390 607  EV/Sales (x) 0.4 0.4 0.7 0.5
Operating cash flow 2,088 5,761 3,217 4,800 EV / EBITDA (x) 6.4 2.8 4.2 29
Less: Capex 824 1,193 506 1,100  Dividend Yield (%) 0.4 (0.9) (1.2) (0.7)
Free Cash Flow 1,264 4,568 2,711 3,700
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POST CONFERENCE NOTES

ARVIND FASHIONS @ Edelweiss

Journey back to normalcy Ideas create, values protect

India Midcaps

India Equity Research| Branded Apparel

e Recovery: Operations were shut for whole of April and half of May. June Absolute Rating NOT RATED
sales were at 25% of last year. 80% of network was open by end June. End of
August clocked 45% of last year’s revenue.

e  Working capital: There is no challenge in meeting interest payments. There is a
reduction of INR2.5bn in inventory possible as last year’s inventory was inflated

due to covid. Also, using inventory collection from last year should help prune MARKET DATA (R: ARVF.BO, B: ARVINDFA IN)
working capital. CcMP - INR 147
e Unlimited: The company is planning to keep Unlimited’s store count at 70. It will Target Price - NA
. . - 52-week range (INR) : 388 /110
only look at expanding once the current format is proven. The company is first
. .. . . Share in issue (mn) . 98.7
eyeing double digit EBITDA margin for this format.
M cap (INR bn/USD mn) 1 14 /198
e  Online business: Arvind wants to pivot the online business to much higher direct Avg. Daily Vol.BSE/NSE(‘000) : 148.2
control. Future of the business will be where the company shifts from wholesale
selling to market places to directly selling and listing. Online share of revenue is SHARE HOLDING PATTERN (%)
not lopsided towards a few brands. Current Q4FY20 Q3FY20
0
e Flipkart partnership: The reason for choosing Flying Machine was that the Promoters % 39.7 35.6 35.6
company wanted to energise and scale-up the brand further. It is perceived as a MF's, FI's & 18.1 19.1 19.9
online youth brand. Flipkart will invest INR2.6bn in Arvind Youth Fashion. It will AUS 143 12.7 15.6
synergise AFL’s strength of building aspirational brands with Flipkart’s online Others 27.8 327 290
. . * Promoters pledged shares 8 NIL
expertise. Targeting INR10bn revenue at net sales value. (65 @ e i 50

e Guidance: Looking at permanently reducing fixed cost by INR1.2bn. Looking at

reducing inventory by INR2.5bn by end of this year. The company exited August at R TS )

50% of last year’s revenue and there is a 8-10ppt improvement M-o-M. Sensex  Stock St;”k ovey
ensex
1 month 1.8 20.9 19.1
3 months  26.8 32.7 5.9
12 months 3.5 (59.0) (62.5)

Nihal Mahesh Jham
+91 22 6623 3352
nihal.jham@edelweissfin.com

Financials (INR mn)

Year to March FY18 FY19 FY20 Abneesh Roy
Net revenues (INR mn) 42,189 46,439 38,663 +91 22 6620 3141

Revenue growth (%) NA 10.1 (1 6. 7) abneesh.roy@edelweissfin.com
EBITDA (INR mn) 2,492 2,881 2,311 Prateek Barsagade

Adj. profit (INR mn) 129 215 (3,387)  +912240635407 o
EV/EB|TDA (X) 6.2 56 12.7 prateek.barsagade@edelweissfin.com
RoOACE (%) 7.4 71 (6.1) September 7, 2020
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Branded Apparel

Financial Statements

Income statement (INRmn)
Year to March FY18 FY19 FY20
Net revenues 42,189 46,439 38,663
Raw material costs 19,789 22,887 21,315
Employee Benefits Expense 3,669 4,078 3,492
Other expenses 16,239 16,593 11,545
Total expenses 39,697 43,557 36,352
EBITDA 2,492 2,881 2,311
Depreciation & amortization 1,390 1,532 4,375
EBIT 1,103 1,350 (2,064)
Less: Interest Expense 1,111 1,262 2,891
Add: Otherincome 125 41 598
Add: Exceptional items 0 0 (607)
Profit Before Tax 116 129 (4,964)
Less: Provision for Tax (14) (86) (971)
Reported Profit 129 215  (3,994)
Less: Excep. Items (Net of Tax) 0 0 (607)
Adjusted Profit 129 215  (3,387)
No. of Shares outstanding (mn) 58 58 58
Adjusted Basic EPS 2.2 3.7 (58.7)
No. of dil. shares outstand. (mn) 58 58 58
Adjusted Diluted EPS 2.2 3.7 (58.7)
Adjusted Cash EPS 26 30 17
Common size metrics-as % of revenues

Year to March FY18 FY19 FY20
Materials costs 46.9 49.3 55.1
Staff costs 8.7 8.8 9.0
SG & Aexpenses 38.5 35.7 29.9
Depreciation 3.3 3.3 11.3
Interest Expense 2.6 2.7 7.5
EBITDA margins 5.9 6.2 6.0
Net Profit margins 0.3 0.5 (8.8)
Growth metrics (%)

Year to March FY18 FY19 FY20
Revenues NA 10.1 (16.7)
EBITDA NA 15.6 (19.8)
PBT NA 11.2 NM
Adjusted Profit NA 66.1 NM
EPS NA 66.8 NM

16

Balance sheet (INRmn)
Ason 31st March FY18 FY19 FY20
Share capital 232 232 235
Other Equity 10,366 11,062 5,750
Total shareholders funds 10,598 11,294 5,985
Long term Borrowings 806 863 9,934
Short term Borrowings 6,641 7,045 11,353
Total Borrowings 7,447 7,908 21,287
Long Term Liabilities & Prov. 754 883 989
Deferred Tax Liability (net) (2,362) (2,692) (4,401)
Sources of funds 17,310 18,305 24,749
Net Block 3,541 3,731 2,989
Capital workin progress 6 57 14
Intangible Assets 1,778 1,701 9,353
Total Fixed Assets 5,326 5,489 12,356
Non current investments 0 0 0
Cash & bankbalances 284 121 116
Inventories 7,273 11,842 13,058
Sundry Debtors 7,845 8,787 7,814
Loans & Advances 2,709 2,980 2,964
Other Current Assets 5,956 3,333 3,804
Total Current Assets (Ex Cash) 23,783 26,942 27,640
Trade payable 10,680 12,390 13,253
Other Current Liab. & ST Prov. 1,404 1,857 2,110
Total Current Liab. & Provisions 12,084 14,247 15,363
Net Current Assets (ex cash) 11,699 12,695 12,277
Uses of funds 17,310 18,305 24,749
Book value per share (BV) (INR) 198 212 119
Free cash flow

Year to March FY18 FY19 FY20
Reported Profit 129 215  (3,994)
Add: Depreciation 1,390 1,532 4,375
Interest (Net of Tax) 745 846 2,168
Others (1) 16 (822)
Less:Changes in WC 3,040 857 (329)
Operating cash flow (778) 1,751 2,057
Less: Capex 1,701 1,534 1,266
Free cash flow (2,479) 217 792
Cash flow statement

Year to March FY18 FY19 FY20
Operating cash flow (778) 1,751 2,057
Investments cashflow (1,490) (1,499) (1,177)
Financingcash flow 2,262 (459) (854)
Net cash Flow (6) (208) 27
Capex (1,701) (1,534) (1,266)
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Arvind Fashions

Profitability & liquidity ratios

Valuation parameters

Year to March FY18 FY19 FY20
Adjusted Diluted EPS (INR) 2.2 3.7 (58.7)
Y-0-Ygrowth (%) NA 66.8 NM
Adjusted Cash EPS (INR) 26.2 30.3 17.1
Diluted P/E (x) 63.8 38.3 NM
Price/BV (x) 0.7 0.7 1.2
EV/Sales (x) 0.4 0.3 0.8
EV/EBITDA (x) 6.2 5.6 12.7
Dividend yield (%) 0.0 0.0 0.0

Year to March FY18 FY19 FY20

ROAE (%) 1.4 1.8 (35.5)
ROACE (%) 7.4 7.1 (6.1)
Inventory Days 171 152 213

Debtors Days 50 65 78

Payble Days 167 184 220

Cash conversion cycle (days) 53 34 72

Current Ratio 2.0 1.9 1.8

Gross Debt/EBITDA 3.0 2.7 9.2

Gross Debt/Equity 0.6 0.6 3.1

Net Debt/Equity 0.6 0.6 3.1

Interest Coverage Ratio 1.0 1.1 (0.7)
Operating ratios

Year to March FY18 FY19 FY20

Total asset turnover(x) 2.8 2.6 1.8

Fixed asset turnover(x) 9.7 8.6 4.4

Equity turnover(x) 4.7 3.9 4.1
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Key Highlights:
e  Covid impact: Lux faced down trading in Q1FY21; mass to economy segment sales

were much higher. Main demand is from rural market; urban demand is weak.
The higher economy range is also driven by higher rural share.

e Channel Inventory: Channel inventory has reduced significantly and there could
be replenishment in coming quarters. Products manufactured was being sold the

same day. Channel was working on hand-to-mouth basis. MARKET DATA (R: LUXI.BO, B: LUX IN)

e  Reach: There must be a universe of ~0.25mn outlets where it is present. Lux has dulp : - N e
missed out 20-30% of the market. Lux Venus will be present in 90-95% of these Target Price - NA
52-week range (INR) : 1,680/ 812
outlets.
Share in issue (mn) : 25.3
e  Working capital: The company did not have a credit policy in 2018. Implemented M cap (INR bn/USD mn) : 34/ 466

one in August 2018 which became effective from March 2019. Lux has reduced
working capital by INR800mn in Q1FY21. OCF stood at INR1.3bn for Q1FY21.
Credit period across the channel has dipped due to covid, which has helped

Avg. Daily Vol.BSE/NSE(‘000) : 74.8

SHARE HOLDING PATTERN (%)

improved cash flow. Going forward this will normalize. Current Q4FY20 Q3FY20
. . P ters %
e Merger: On the merger, the company mentioned that the process will be romoters % 69.5 69.5  689.5
MF's, Fl's &
concluded three-four months post approval from the Kolkata bench of NCLT. M e 4.2 3.8 3.1
Fil's 4.0 4.4 4.1
e  Guidance: Over the long term, Lux is guiding for volume growth of 10-11% with Others 223 223 223
revenue growth of 12-13%. Investment in brands to be 4-6% of turnover. * promoters pledged shares ~ : NIL
(% of share in issue)
RELATIVE PERFORMANCE (%)
Sensex Stock B SEE
Sensex
1 month 1.8 20.0 18.2
3 months  26.8 47.3 20.5
12 months 3.5 32.2 28.7

Nihal Mahesh Jham
+91 22 6623 3352

Financials (consolidated) nihal.jham@edelweissfin.com

Year to March FY17 FY18 FY19 FY20 Abneesh Roy

Net revenues (INR mn) 9,580 10,775 12,070 12,061 +91 22 6620 3141

Revenue growth (%) 1.8 12.5 12.0 (@) i eSO RS N
EBITDA (INR mn) 1,196 1,542 1,779 1,862 Prateek Barsagade

Adj. diluted EPS (INR) 23.6 30.8 39.1 48.4 +91 22 4063 5407

Diluted P/E (X) £8.6 44.9 35.4 28.6 prateek.barsagade@edelweissfin.com
ROAE (%) 24.8 27.6 27.1 27.1

September 7, 2020

Note: FY17,FY18 financials are for standalone entity
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Financial Statements

Lux Industries

Income statement (INRmn) Balance sheet (INR mn)
Year to March FY17 FY18 FY19 FY20 Ason 31st March FY17 FY18 FY19 FY20
Net revenues 9,580 10,775 12,070 12,061 Share capital 53 53 53 53
Raw material costs 4,204 4,855 5,753 5,268 Other Equity 2,406 3,133 4,062 4,874
Employee Benefits Expense 251 375 439 493 Total shareholders funds 2,459 3,186 4,115 4,927
Other expenses 3,929 4,004 4,099 4,438 Long term Borrowings 939 204 53 69
Total expenses 8,384 9,233 10,291 10,199 Short term Borrowings 2,273 3,242 1,724 1,355
EBITDA 1,196 1,542 1,779 1,862 Total Borrowings 3,212 3,446 1,777 1,424
Depreciation & amortization 71 96 112 127  LongTerm Liabilities & Prov. 17 23 265 334
EBIT 1,125 1,445 1,667 1,735 Deferred Tax Liability (net) 56 62 76 54
Less: Interest Expense 220 254 236 138 Sources of funds 5,744 6,717 6,233 6,740
Add: Otherincome 16 19 90 38 Net Block 1,129 1,253 1,319 1,408
Profit Before Tax 921 1,210 1,521 1,634 Capital workin progress 114 53 4 8
Less: Provision for Tax 325 431 533 410 Intangible Assets 11 11 4 2
Reported Profit 596 779 988 1,225 Total Fixed Assets 1,254 1,317 1,328 1,418
Adjusted Profit 596 779 988 1,225 Non current investments 7 8 45 44
No. of Shares outstanding (mn) 25 25 25 25 Cash & bankbalances 71 22 20 14
Adjusted Basic EPS 23.6 30.8 39.1 48.4 Inventories 2,328 2,992 2,534 3,317
No. ofdil. shares outstand. (mn 25 25 25 25 Sundry Debtors 2,748 3,891 3,666 3,103
Adjusted Diluted EPS 23.6 30.8 39.1 48.4 Loans & Advances 311 382 363 494
Adjusted Cash EPS 26 35 44 53 Other Current Assets 144 108 60 89
Dividend per share 1.4 2.0 2.0 3.0 Total Current Assets (Ex Cash) 5,529 7,373 6,623 7,002
Dividend Payout Ratio (%) 0.1 0.1 0.1 0.1 Trade payable 1,203 1,886 1,633 1,481
Other Current Liab. & STProv. 220 272 150 257
Common size metrics-as % of revenues Total Current Liab. & Provision: 1,423 2,158 1,783 1,739
Year to March FY17 FY18 FY19 FY20 Net Current Assets (ex cash) 4,106 5,215 4,840 5,264
Materials costs 43.9 45.1 47.7 43.7 Uses of funds 5,744 6,717 6,233 6,740
Staff costs 2.6 3.5 3.6 4.1 Book value per share (BV) (INR) 97 126 163 195
SG & Aexpenses 41.0 37.2 34.0 36.8
Depreciation 0.7 0.9 0.9 1.1 Free cash flow
Interest Expense 2.3 2.4 2.0 1.1 Year to March FY17 FY18 FY19 FY20
EBITDA margins 12.5 14.3 14.7 15.4 Reported Profit 596 779 988 1,225
Net Profit margins 6.2 7.2 8.2 10.2 Add: Depreciation 71 96 112 127
Interest (Net of Tax) 142 164 153 104
Growth metrics (%) Others 84 102 112 (2)
Year to March FY17 FY18 FY19 FY20 Less:Changes in WC 689 1,164 (533) 492
Revenues 1.8 12.5 12.0 (0.1) Operatingcash flow 205 (23) 1,899 961
EBITDA 26.7 28.9 15.4 4.7 Less: Capex 209 174 124 71
PBT 17.1 31.4 25.7 7.4 Free cash flow @) (197) 1,775 890
Adjusted Profit 16.2 30.6 26.9 24.0
EPS (76.8) 30.6 26.9 23.7  Cash flow statement
Year to March FY17 FY18 FY19 FY20
Operating cash flow 205 (23) 1,899 961
Investments cashflow (197) (188) (122) (54)
Financingcash flow (10) 162  (1,779) (913)
Net cash Flow (2) (49) (2) (6)
Capex (209) (174) (124) (71)
19
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Branded Apparel

Profitability & liquidity ratios Valuation parameters

Year to March FY17 FY18 FY19 FY20 Year to March FY17 FY18 FY19 FY20
ROAE (%) 24.8 27.6 27.1 27.1  Adjusted Diluted EPS (INR) 23.6 30.8 39.1 48.4
ROACE (%) 22.2 23.8 28.1 29.0  Y-0-Ygrowth (%) (76.8) 30.6 26.9 23.7
Inventory Days 188 200 175 203 Adjusted Cash EPS (INR) 26.4 34.7 43.6 53.4
Debtors Days 101 112 114 102 Diluted P/E (x) 58.6 44.9 35.4 28.6
Payble Days 101 116 112 108 Price/BV (x) 14.2 11.0 8.5 7.1
Cash conversion cycle (days) 188 196 178 197  EV/Sales (x) 4.0 3.6 3.0 3.0
Current Ratio 3.9 3.4 3.7 4.0 EV/EBITDA (x) 31.8 24.9 20.6 19.5
Gross Debt/EBITDA 2.7 2.2 1.0 0.8  Dividendyield (%) 0.1 0.1 0.1 0.2
Gross Debt/Equity 1.3 1.1 0.4 0.3

Net Debt/Equity 1.3 1.1 0.4 0.3

Interest Coverage Ratio 5.1 5.7 7.1 12.6

Operating ratios

Year to March FY17 FY17 FY17 FY17
Total asset turnover(x) 1.8 1.7 1.9 1.9
Fixed asset turnover(x) 12.6 9.0 9.3 8.8
Equity turnover(x) 4.0 3.8 3.3 2.7
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POST CONFERENCE NOTES

DOLLAR INDUSTRIES @ Edelweiss

Putting things in place Ideas create, values protect
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India Equity Research| Branded Apparel

e Down trading: There was huge demand from economy range of products. Absolute Rating NOT RATED
Interiors have seen lesser impact of covid and consumption of lower priced SKU’s
is higher in these regions. ASP of regular range is INR35-40/piece. Big Boss ASP
came in at INR68/piece.

e Branding change: After the brand architecture commando has been grouped

under Lehar. All economy range has also been grouped under one. MARKET DATA (R: DLLA.BO, B: DOLLAR IN)
CMP 1 INR 147
e Dollar Industries has been largely present in the economy and mid-premium Target Price . NA
segments through its Dollar Regular and Big Boss (realization ~INR170/piece) R e (G . 223/ 94
brands with 31% and 42% revenue contribution, respectively. The company is Share in issue (mn) . 56.7
focusing on the premium category with its brand Force NXT (realization M cap (INR bn/USD mn) . 8/112
~INR400/piece), launched in August 2015; contributed ~2% to FY20 sales. Avg. Daily Vol.BSE/NSE(‘000) : 89.7

e Working capital: Given that the company derives a good proportion of its sales

0
from the rural belt of India, growth slowdown has impacted channel partners’ ALl bE LYl ()

liquidity, leading to a spurt in receivable days for DIL (FY20: 133 days). Though the Current Q4FY20 Q3FY20
company has tried to rationalize its receivables, tepid demand along with an Promoters % 72.2 72.2 60.2
increase in competitive intensity has led to further rise in credit to channel MF's, FI's & 5.6 6.9 7.9
partners. Fil's 0.3 0.3 0.3

Others 21.9 20.6 31.6

e  Channel: DIL is present in DMart and More. The company is not in Shoppers Stop, * Promoters pledged shares NIL
Pantaloons, etc. DIL has seen a surge in e-commerce. However, it is very difficult (% of share in issue)

to keep entire collection online.
RELATIVE PERFORMANCE (%)
e Vector Consulting Initiative: A focused attempt is being made to streamline T

distribution via tie-up with Vector Consulting. As part of this initiative, DIL wants Sensex  Stock Sensex
to reach untapped retailers (through distributors) and increase in throughput for

distrib hich would ultimately help DIL red dit d ith tmonth 18 214 19
.|str| L.Jtor;,. valc \:vou ultimately help reduce credit days without i AR ] 186
impacting distributors’ Rol. Y . -

e Guidance: Targeting athleisure to touch 5% of revenue; looking at spending
INR640-680mn on advertising in FY21. It will depend on revenue.

Nihal Mahesh Jham

Financials (Standalone) +91 22 6623 3352
Year to March FY17 FY18 FY19 FY20 it e @ el s 1 e

Net revenues (INR mn) 8,861 9,256 10,288 9,693 Abneesh Roy

Revenue growth (%) 7.8 4.4 11.2 (5.8) +91 22 6620 3141

EBITDA (INR mn) 1,008 1,244 1,357 1,046  3bneeshroy@edelweissfin.com
Adj. profit (INR mn) 435 640 753 595 Prateek Barsagade

Adj. diluted EPS (INR) 8.0 16.9 19.9 15.7 +91 22 4063 5407

Diluted P/E (X) 18.4 8.7 7.4 9.4 prateek.barsagade@edelweissfin.com

ROAE (%) 26.1 237 19.5 13.5 September 7, 2020
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Branded Apparel

Financial Statements

Income statement (INRmn) Balance sheet (INRmn)
Year to March FY17 FY18 FY19 FY20 Ason 31st March FY17 FY18 FY19 FY20
Net revenues 8,861 9,256 10,288 9,693 Share capital 108 113 113 113
Raw material costs 3,916 4,059 4,335 4,485 Other Equity 1,767 3,414 4,063 4,536
Employee Benefits Expense 218 264 336 421 Total shareholders funds 1,875 3,527 4,177 4,649
Other expenses 3,719 3,688 4,259 3,742 Long term Borrowings 660 450 35 33
Total expenses 7,853 8,012 8,931 8,647 Short term Borrowings 1,500 1,391 2,077 2,050
EBITDA 1,008 1,244 1,357 1,046 Total Borrowings 2,160 1,841 2,112 2,083
Depreciation & amortization 148 122 111 142 Long Term Liabilities & Prov. 19 23 21 94
EBIT 861 1,122 1,246 904 Deferred Tax Liability (net) 24 4 1 (13)
Less: Interest Expense 207 184 157 153 Sources of funds 4,078 5,395 6,310 6,813
Add: Otherincome 14 20 22 47 Net Block 747 683 701 689
Add: Exceptional items 0 0 0 0 Capital workin progress 0 21 20 141
Profit Before Tax 668 958 1,110 798 Intangible Assets i 1 1 54
Less: Provision for Tax 233 318 358 203 Total Fixed Assets 749 705 722 884
Reported Profit 435 640 753 595 Non current investments 3 38 79 106
Less: Excep. Items (Net of Tax) 0 0 0 0 Cash & bankbalances 100 196 215 62
Adjusted Profit 435 640 753 595 Inventories 2,049 2,829 3,246 3,050
No. of Shares outstanding (mn) 54 38 38 38 Sundry Debtors 2,267 2,717 3,476 3,601
Adjusted Basic EPS 8.0 16.9 19.9 15.7 Loans & Advances 276 474 57 98
No. of dil. shares outstand. (mn) 54 38 38 38 Other Current Assets 30 46 304 424
Adjusted Diluted EPS 8.0 16.9 19.9 15.7 Total Current Assets (Ex Cash) 4,622 6,067 7,084 7,173
Adjusted Cash EPS 10 20 23 19 Trade payable 953 1,127 1,475 1,203
Dividend per share 0.0 0.0 0.0 0.0 Other Current Liab. & STProv. 443 483 315 209
Dividend Payout Ratio (%) 0.0 0.0 0.0 0.0 Total Current Liab. & Provisions 1,396 1,610 1,790 1,412
Net Current Assets (ex cash) 3,226 4,456 5,294 5,761
Common size metrics - as % of revenues Uses of funds 4,078 5,395 6,310 6,813
Year to March FY17  FY18  FY19  FY20 Book value per share (BV) (INR) 85 93 110 123
Materials costs 44.2 43.9 42.1 46.3
Staff costs 2.5 2.9 3.3 4.3 Free cash flow
SG & Aexpenses 42.0 39.9 41.4 38.6 Year to March FY17 FY18 FY19 FY20
Depreciation 1.7 1.3 1.1 1.5 Reported Profit 435 640 753 595
Interest Expense 2.3 2.0 1.5 1.6 Add: Depreciation 148 122 111 142
EBITDA margins 11.4 13.4 13.2 10.8 Interest (Net of Tax) 135 123 107 114
Net Profit margins 4.9 6.9 7.3 6.1 Others 86 20 (38) 16
Less:Changesin WC 540 1,216 924 338
Growth metrics (%) Operating cash flow 265 (311) 8 529
Year to March FY17 FY18 FY19 FY20 Less: Capex 61 78 129 225
Revenues 7.8 4.4 11.2 (5.8) Free cash flow 203 (389) (120) 304
EBITDA 51.5 23.3 9.1 (22.9)
PBT 63.2 435 15.9 (28.1) Cash flow statement
Adjusted Profit 65.0 47.2 17.5 (21.0) Year to March FY17 FY18 FY19 FY20
EPS (76.4) 111.1 17.5 (21.0) Operating cash flow 265 (311) 8 529
Investments cashflow (56) (108) (158) (251)
Financing cash flow (215) 512 164 (426)
Net cash Flow (7) 94 14 (148)
Capex (61) (78)  (129)  (225)
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Profitability & liquidity ratios

Valuation parameters

Dollar Industries

Year to March

FY17 FY18 FY19 FY20 Year to March FY17 FY18 FY19 FY20
ROAE (%) 26.1 23.7 19.5 13.5 Adjusted Diluted EPS (INR) 8.0 16.9 19.9 15.7
HEACR0H) 224 243 218 146 yoygrowth (%) (76.4) 111.1 175  (21.0)
Inventory Days 193 219 256 256 Adjusted Cash EPS (INR) 104 196 227 195
Debtors Days 86 8 110 133 Diluted P/E (x) 18.4 8.7 7.4 9.4
Payble Days 92 94 110 109
Cash conversion cycle (days) 187 224 256 280 Price/BV (x) 4.3 1.6 1.3 1.2
Current Ratio 3.4 3.9 4.1 5.1 EV/sales (x) 11 0.8 0.7 0.8
Gross Debt/EBITDA 2.1 1.5 1.6 2.0 EV/EBITDA (x) 10.0 5.8 5.4 7.2
Gross Debt/Equity 1.2 0.5 0.5 0.4
Net Debt/Equity 1.1 0.5 0.5 0.4
Interest Coverage Ratio 4.2 6.1 7.9 5.9
Operating ratios
Year to March FY17 FY18 FY18 FY18
Total asset turnover(x) 2.2 2.0 1.8 1.5
Fixed asset turnover(x) 11.2 12.9 14.8 13.4
Equity turnover(x) 5.3 3.4 2.7 2.2
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Coverage group(s) of stocks by primary analyst(s): Retail

Aditya Birla Fashion and Retail Ltd, Avenue Supermarts Limited, Future Lifestyle Fashions Limited, Future Retail, Jubilant Foodworks, Shoppers Stop,
TRENT LTD, Titan Company, V-MART Retail, Wonderla Holidays

Recent Research

Date Company Title Price (INR) Recos
07-Sep-20 Future All eyes on integration with 112 Drop
Retail RIL; leverage issues persist; Coverag
Result Update e

02-Sep-20 Jubilant Covid pangs; robust recovery 2251 Buy
Foodworks in store;
Result Update

24-Aug-20 Titan Annual Report Insights: 1138 Buy
Company  Shining through clouds;

Distribution of Ratings / Market Cap

Edelweiss Research Coverage Universe Rating Interpretation
Buy Hold Reduce Total Rating Expected to
Rating Distribution* 161 67 11 240 Buy appreciate more than 15% over a 12-month period
* 1stocks under review
Hold appreciate up to 15% over a 12-month period
> 50bn Between 10bn and 50 bn < 10bn
Reduce depreciate more than 5% over a 12-month period

Market Cap (INR) 156 62 11

All price charts cannot be included given the large number of companies in our coverage. Specific charts may be available upon request
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Dollar Industries

DISCLAIMER

Edelweiss Securities Limited (“ESL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is
licensed to carry on the business of broking, depository services and related activities. The business of ESL and its Associates (list
available on www.edelweissfin.com) are organized around five broad business groups — Credit including Housing and SME Finance,
Commodities, Financial Markets, Asset Management and Life Insurance.

This Report has been prepared by Edelweiss Securities Limited in the capacity of a Research Analyst having SEBI Registration
No.INH200000121 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or
solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. Securities as defined in
clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency Derivatives. The
information contained herein is from publicly available data or other sources believed to be reliable. This report is provided for assistance
only and is 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. Each recipient of this report should make such investigation as it deems necessary to arrive at an
independent evaluation of an investment in Securities referred to in this document (including the merits and risks involved), and should
consult his own advisors to determine the merits and risks of such investment. The investment discussed or views expressed may not be
suitable for all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part,
for any purpose. 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 ESL and associates / group companies to any registration or licensing requirements within such
jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons in whose possession this report
comes, should observe, any such restrictions. The information given in this report is as of the date of this report and there can be no
assurance that future results or events will be consistent with this information. This information is subject to change without any prior
notice. ESL reserves the right to make modifications and alterations to this statement as may be required from time to time. ESL or any of
its associates / group companies shall not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report. ESL is committed to providing independent and transparent
recommendation to its clients. Neither ESL nor any of its associates, group companies, directors, employees, agents or representatives
shall be liable for any damages whether direct, indirect, special or consequential including loss of revenue or lost profits that may arise
from or in connection with the use of the information. Our proprietary trading and investment businesses may make investment
decisions that are inconsistent with the recommendations expressed herein. Past performance is not necessarily a guide to future
performance .The disclosures of interest statements incorporated in this report are provided solely to enhance the transparency and
should not be treated as endorsement of the views expressed in the report. The information provided in these reports remains, unless
otherwise stated, the copyright of ESL. All layout, design, original artwork, concepts and other Intellectual Properties, remains the
property and copyright of ESL and may not be used in any form or for any purpose whatsoever by any party without the express written
permission of the copyright holders.

ESL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including
network (Internet) reasons or snags in the system, break down of the system or any other equipment, server breakdown, maintenance
shutdown, breakdown of communication services or inability of the ESL to present the data. In no event shall ESL be liable for any
damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in
connection with the data presented by the ESL through this report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously,
not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of their receiving this
report.

ESL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to time, have
long or short positions in, and buy or sell the Securities, mentioned herein or (b) be engaged in any other transaction involving such
Securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject
company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other potential/material
conflict of interest with respect to any recommendation and related information and opinions at the time of publication of research
report or at the time of public appearance. ESL may have proprietary long/short position in the above mentioned scrip(s) and therefore
should be considered as interested. The views provided herein are general in nature and do not consider risk appetite or investment
objective of any particular investor; readers are requested to take independent professional advice before investing. This should not be
construed as invitation or solicitation to do business with ESL.
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ESL or its associates may have received compensation from the subject company in the past 12 months. ESL or its associates may have
managed or co-managed public offering of securities for the subject company in the past 12 months. ESL or its associates may have
received compensation for investment banking or merchant banking or brokerage services from the subject company in the past 12
months. ESL or its associates may have received any compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company in the past 12 months. ESL or its associates have not received any compensation
or other benefits from the Subject Company or third party in connection with the research report. Research analyst or his/her relative or
ESL’s associates may have financial interest in the subject company. ESL and/or its Group Companies, their Directors, affiliates and/or
employees may have interests/ positions, financial or otherwise in the Securities/Currencies and other investment products mentioned in
this report. ESL, its associates, research analyst and his/her relative may have other potential/material conflict of interest with respect to
any recommendation and related information and opinions at the time of publication of research report or at the time of public
appearance.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange rates can
be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by numerous market factors, including world
and national economic, political and regulatory events, events in equity and debt markets and changes in interest rates; and (iii)
currencies may be subject to devaluation or government imposed exchange controls which could affect the value of the currency.
Investors in securities such as ADRs and Currency Derivatives, whose values are affected by the currency of an underlying security,
effectively assume currency risk.

Research analyst has served as an officer, director or employee of subject Company: No
ESL has financial interest in the subject companies: No

ESL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of research report.

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of the
month immediately preceding the date of publication of research report: No

ESL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the
date of publication of research report: No

Subject company may have been client during twelve months preceding the date of distribution of the research report.

There were no instances of non-compliance by ESL on any matter related to the capital markets, resulting in significant and material
disciplinary action during the last three years except that ESL had submitted an offer of settlement with Securities and Exchange
commission, USA (SEC) and the same has been accepted by SEC without admitting or denying the findings in relation to their charges of
non registration as a broker dealer.

A graph of daily closing prices of the securities is also available at www.nseindia.com

Analyst Certification:

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the
subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly
related to specific recommendations or views expressed in this report.

Additional Disclaimers

Disclaimer for U.S. Persons

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has prepared the
research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-
dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules
or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by
a research analyst account.

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule 15a-
6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange
Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above,
then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or
transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC
in order to conduct certain business with Major Institutional Investors, Edelweiss Securities Limited has entered into an
agreement with a U.S. registered broker-dealer, Edelweiss Financial Services Inc. ("EFSI"). Transactions in securities discussed in
this research report should be effected through Edelweiss Financial Services Inc.
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Disclaimer for U.K. Persons

The contents of this research report have not been approved by an authorised person within the meaning of the Financial Services and
Markets Act 2000 ("FSMA").

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the “Order”); (b)
persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated associations); and (c)
any other persons to whom it may otherwise lawfully be communicated (all such persons together being referred to as “relevant
persons”).

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to
which this research report relates is available only to relevant persons and will be engaged in only with relevant persons. Any person who
is not a relevant person should not act or rely on this research report or any of its contents. This research report must not be distributed,
published, reproduced or disclosed (in whole or in part) by recipients to any other person.

Disclaimer for Canadian Persons

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have
prepared the research report. The research analysts preparing the research report are resident outside the Canada and are not
associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by a
Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario Securities
Commission, other Canadian provincial securities regulators, the Investment Industry Regulatory Organization of Canada and are not
required to otherwise comply with Canadian rules or regulations regarding, among other things, the research analysts' business or
relationship with a subject company or trading of securities by a research analyst.

This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103")) who
are resident in the Province of Ontario, Canada (an "Ontario Permitted Client"). If the recipient of this report is not an Ontario Permitted
Client, as specified above, then the recipient should not act upon this report and should return the report to the sender. Further, this
report may not be copied, duplicated and/or transmitted onward to any Canadian person.

ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain
international advisers and/or dealers. Please be advised that (i) ESL is not registered in the Province of Ontario to trade in securities nor
is it registered in the Province of Ontario to provide advice with respect to securities; (ii) ESL's head office or principal place of business is
located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv) there may be difficulty enforcing legal
rights against ESL because of the above; and (v) the name and address of the ESL's agent for service of process in the Province of Ontario
is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada.

Disclaimer for Singapore Persons

In Singapore, this report is being distributed by Edelweiss Investment Advisors Private Limited ("EIAPL") (Co. Reg. No. 201016306H) which
is a holder of a capital markets services license and an exempt financial adviser in Singapore and (ii) solely to persons who qualify as
"institutional investors" or "accredited investors" as defined in section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore
("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers Regulations ("FAR"), sections 25, 27 and 36 of the
Financial Advisers Act, Chapter 110 of Singapore shall not apply to EIAPL when providing any financial advisory services to an accredited
investor (as defined in regulation 36 of the FAR. Persons in Singapore should contact EIAPL in respect of any matter arising from, or in
connection with this publication/communication. This report is not suitable for private investors.

Disclaimer for Hong Kong persons

This report is distributed in Hong Kong by Edelweiss Securities (Hong Kong) Private Limited (ESHK), a licensed corporation (BOM -874)
licensed and regulated by the Hong Kong Securities and Futures Commission (SFC) pursuant to Section 116(1) of the Securities and
Futures Ordinance “SFO”. This report is intended for distribution only to “Professional Investors” as defined in Part | of Schedule 1 to
SFO. Any investment or investment activity to which this document relates is only available to professional investor and will be engaged
only with professional investors.” Nothing here is an offer or solicitation of these securities, products and services in any jurisdiction
where their offer or sale is not qualified or exempt from registration. The report also does not constitute a personal recommendation or
take into account the particular investment objectives, financial situations, or needs of any individual recipients. The Indian Analyst(s)
who compile this report is/are not located in Hong Kong and is/are not licensed to carry on regulated activities in Hong Kong and does
not / do not hold themselves out as being able to do so.

Copyright 2009 Edelweiss Research (Edelweiss Securities Ltd). All rights reserved

Access the entire repository of Edelweiss Research on www.edelresearch.com
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