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Dollar delivered a terrific performance ahead of industry recovery despite
minor cost pressures. Q4FY24 Revenue was up 23.03% YoY to INR 500 Cr,
beating our estimate of INR 487 Cr by 3% (+50.79% QoQ). EBITDA was up
405.92% YoY to INR 57 Cr, meeting our estimate of INR 57 Cr (+75.24% QoQ).
EBITDA Margin expanded 865bps to 11.43%, beating our estimate of 11.91%
(+159bps QoQ). PAT was up multifold to INR 34 Cr, beating our estimate of
INR 32 Cr. (+89.18% QoQ).

High-cost inventory out of the system: This led to a GM improvement of
256bps in FY24, and a reduction of inventory days from 159 days to 150 days.

Premium mix: The share of premium products is up to 27% of FY24 revenues
and is targeted to be 33% by FY26. These include women's wear, thermals,
and athleisure, and have a margin of 3-4% higher than that of nonpremium
products.

Guidance: The management is confident of attaining a 12-13% top-line
growth for FY25 with an 11-11.5% margin, and a 13-14% revenue growth for
FY26. Volume growth is expected to be 11% with a 1-2% value growth. The
earlier guidance of INR 2,000 Cr revenue by FY26 remains intact. Sustainable
gross margins are 33-34%, and the industry is growing 7-8%.

Project Lakshya: 20% of total distributors now fall under the project (229 in
FY23 vs 290 in FY24), and contribute to 26% of revenues vs 18.6% in FY23,
targeted to reach 55-60% by FY26. These distributors had a volume growth of
26-27%. Non-project distributors registered a volume growth of 18-19%.

EBO Count: The target count of 120-125 by FY26 remains. This year they only
opened 3, bringing the total count to 17. This is due to lower ATVs (INR
700). To break even, they need to be INR 1,200 which entails a need
for further premiumization.

Valuation & Outlook: As stability returns to cotton prices, the company
can now start taking pricing action, though growth will continue to be
volume-led. The inventory situation remained challenged through FY24 and
will abate as the number of distributors under project Lakshya rises and
yarn prices remain range-bound. We foresee them maintaining stable low-
teen growth over the next 2-3 years with high single-digit margins to boot.
We assign a TP of INR 623 valued at a P/E multiple of 25x the FY26E EPS of
INR 25, yielding an upside of 6.1%, and a ‘Hold’ rating.
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INR Cr FY23 FY24 FY25E FY26E

Revenue 1,394 1,572 1,766 1,991

YoY growth (%) 3.2 12.8 12.3 12.7 

Operating profit 98 159 189 229 

OPM (%) 7.0 10.1 10.7 11.5 

Reported PAT 53 91 110 141

YoY growth (%) (64.1) 72.1 20.7 28.2 

EPS (Rs) 9.4 16.1 19.4 24.9

P/E (x) 62.8 36.5 30.2 23.6

Price/Book (x) 4.7 4.3 3.8 3.3

EV/EBITDA (x) 36.0 23.2 18.5 14.9 

Debt/Equity (x) 0.3 0.4 0.4 0.3 

RoE (%) 7.5 12.3 13.3 15.1 
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 Operational highlights:

 Value- Volume mix: In FY24 the company recorded volume growth of
21.4% (17.6% for Q4FY24).

 Ad spends: They are expected to remain at ~INR 100 Cr (~6% of
revenues).

 EBITDA margin for women's and kids' wear is 16-17% vs 12-13% for
menswear.

 The ASP is INR 65, which is a hard price point to compete at for other
branded players.

 The average finance cost will be maintained at 7-8%.

 Debtor days were down by 2 in FY24.

 The contribution of Project Lakshya to revenues in Q4FY24 was 32%, vs
29% in Q3FY24. Distributors not under this project caused a drag on
the company’s WC management as their payments were slower and
inventories were higher.

INR Cr (Consolidated) Q4FY24 Q3FY24 Q4FY23 Q-o-Q Y-o-Y 

Revenue from Operations 500 332 406 50.79% 23.03%

Raw Material Cost 244 136 244 78.92% 0.10%

Gross Profit 256 195 163 31.13% 57.43%

Gross Margin 51.19% 58.86% 40.00% -767bps 1118bps 

Sub Contract Expenses 103 83 63 24.15% 63.69%

Employee cost 24 22 21 7.07% 12.70%

Other Expenses 72 58 67 25.44% 7.11%

EBITDA 57 33 11 75.24% 405.92%

EBITDA margin 11.43% 9.84% 2.78% 159bps 865bps 

Other Income 2 1 1 69.40% 65.85%

Depreciation 7 6 4 7.71% 56.05%

EBIT 53 28 8 90.05% 534.43%

Finance cost 6 5 3 28.56% 84.09%

Profit/ Loss on equity investment -0 -0 -3 -60.36% -98.29%

PBT 46 23 2 104.09% 2274.72%

Tax Expense 13 5 1 157.96% 750.13%

Effective tax rate 27% 22% 77% 572bps -4914bps 

PAT 34 18 0 89.18% 7247.21%

PAT margin 6.69% 5.34% 0.11% 136bps 658bps 

EPS (INR) 5.83 3.12 0.10 86.86% 5730.00%
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Income statement (INR cr) FY23 FY24 FY25E FY26E

Revenue 1,394 1,572 1,766 1,991 

Net Raw Materials 981 1066 1095 1234

Advt & Promotion 223 341 336 378

Employee Cost 77 89 101 119

Other Expenses 238 258 382 408

EBITDA 98 159 189 229 

EBITDA % 7.0 10.1 10.7 11.5

Depreciation (18) (21) (23) (25)

Interest expense (14) (18) (25) (23)

Other income 5 4 5 6 

Share of profits associate & JV (6) (2) (2) (2)

Profit before tax 66 122 145 186 

Taxes (13) (30) (35) (45)

Reported Net profit 52 91 110 141 

EPS 9.1 16.1 19.4 24.9

Balance sheet Consolidated (INR cr) FY23 FY24 FY25E FY26E

Equity capital 11 11 11 11 

Reserves 696 770 863 987 

Net worth 707 781 874 999 

Debt 201 349 319 289 

Other non-current liabilities 11 12 12 12 

Total Liabilities 920 1,146 1,209 1,304 

Fixed assets 83 212 154 157 

Capital Work In Progress 88 17 28 31 

Other non current assets 45 49 15 17 

Net working capital 698 860 853 878 

Inventories 358 487 456 480 

Sundry debtors 428 493 540 581 

Loans & Advances 0 69 20 22 

Other current assets 65 81 93 105 

Sundry creditors (138) (182) (219) (269)

Other current liabilities & Provisions (16) (88) (37) (41)

Cash 1 2 151 212 

Other Financial Assets 5 3 5 6 

Total Assets 920 1,146 1,209 1,304 

Cashflow Consolidated (INR cr) FY23 FY24 FY25E FY26E

Profit before tax 66 122 145 186 

Depreciation 18 21 23 25 

Tax paid (13) (30) (35) (45)

Working capital ∆ 43 (162) 6 (24)

Operating cashflow 113 (49) 139 142 

Capital expenditure (55) (79) 24 (31)

Free cash flow 58 (128) 163 111 

Equity raised (7) (0) - -

Others (12) (5) 32 (2)

Debt financing/disposal (36) 148 (30) (30)

Dividends paid (10) (17) (17) (17)

Other items 8 4 - -

Net ∆ in cash 1 1 148 62 

Opening Cash Flow 1 1 2 151 

Closing Cash Flow 1 2 151 212 
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Ratios FY23 FY24 FY25E FY26E 

Growth matrix (%) 

Revenue growth 3.2 12.8 12.3 12.7 

Operating profit growth (55.3) 61.5 19.1 21.2 

Net profit growth (64.3) 74.2 20.7 28.2 

Profitability ratios (%) 

RoCE 7.5 10.4 11.2 12.9 

RoNW 7.5 12.3 13.3 15.1 

RoA 5.6 8.0 9.1 10.9 

Per share ratios 

Dividend per share 1.7 3.0 3.0 3.0 

Book value per share 124.7 137.7 154.2 176.1 

Valuation ratios 

P/E 62.8 36.5 30.2 23.6 

P/CEPS 47.6 29.6 25.1 20.0 

P/B 4.7 4.3 3.8 3.3 

EV/EBIDTA 36.0 23.2 18.5 14.9 

Payout (%) 

Dividend payout 18.4 18.6 15.4 12.0 

Tax payout 20.1 24.9 24.0 24.0 

Liquidity ratios 

Debtor days 110.6 112.9 110.0 105.0 

Inventory days 131.3 164.3 150.0 140.0 

Creditor days 38.2 46.4 50.0 55.0 

Leverage ratios 

Interest coverage 6.0 7.7 6.9 9.2 

Net debt / equity 0.3 0.4 0.2 0.1 

Net debt / op. profit 2.0 2.2 0.9 0.3 

Du-Pont Analysis FY23 FY24 FY25E FY26E 

Tax burden (x) 0.8 0.8 0.8 0.8 

Interest burden (x) 0.8 0.9 0.8 0.9 

EBIT margin (x) 0.1 0.1 0.1 0.1 

Asset turnover (x) 1.3 1.4 1.3 1.3 

Financial leverage (x) 1.5 1.6 1.6 1.6 

RoE (%) 7.6 12.3 13.3 15.1 
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