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ICIL Vs Nifty

Yearly performance for the company was positive, but quarterly results
were impacted by seasonal variations, leading to a below-estimate
performance across all fronts. Revenue was up 8.6% YoY to INR 713 Cr,
missing our estimate of INR 854 Cr (-29.3% QoQ). EBITDA (ex-OI) was up
42.7% YoY to INR 104 Cr, missing our estimate of INR 140 Cr (-36.9% QoQ).
EBITDA margin was up 350bps YoY to 14.6%, missing our estimate of 16.4%
(-180bps QoQ). PAT was up 52.8% YoY INR 58 Cr, less than our estimate of
INR 79 Cr (-49.1% QoQ).

Company experiences seasonal impacts, primarily driven by the spring-
summer and fall-winter seasons. These two significant periods witness high
sales, occurring in Q2 and Q4. Conversely, Q1 and Q3 face lower sales,
contributing to the comparatively subdued results in these quarters.

Volume guidance, margin guidance remains the same: The company is
reiterating its volume guidance for FY '24, aiming for 90 million to 100 million
meters. Despite near-term challenges from shipping delays and contingent
upon geopolitical and shipping conditions remaining stable, the company
expresses confidence in achieving the midpoint of the volume guidance. They
maintain their previous guidance of 16-18% margins for the year.

Investments and capex initiatives: The company is investing around 3 million
in Accenture for process reengineering and better decision-making tools. A
world-class facility for fashion bedding has been developed with an
investment of approximately INR 60 crores. Moreover, investments in
renewable energy, including solar, are underway to reduce costs and
promote sustainability. The total capex for FY25, including these initiatives, is
expected to be around INR 100 crores.

Valuation and outlook: Despite the impact of seasonal fluctuations on
quarterly results, the company is maintaining its volume and margin
guidance for FY24 and anticipates positive results in the upcoming quarter,
the company is diversifying its geographical presence while simultaneously
aims to expand its domestic market share. We assign a TP of INR 364 valued
at a P/E multiple of 18x the FY26E EPS of INR 20.22, yielding an upside of
31.9% and a ‘Buy’ rating.
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INR Cr FY22 FY23 FY24E FY25E FY26E
Revenues 2,982 3,043 3,427 3,704 4,069
YoY growth (%) 16.63 2.04 12.61 8.10 9.85
Gross Profit ex- other income 1,489 1,651 1,862 2,030 2,235
GPM ex- other income 52.4% 54.8% 55.3% 55.9% 56.0%
Gross Profit 1,629 1,682 1,922 2,102 2,315
GPM 54.6% 55.3% 56.1% 56.8% 56.9%
EBITDA 544 425 575 628 695
EBITDA M (%) 18.26 13.96 16.79 16.95 17.09
PAT 329 213 319 351 400
YoY growth (%) 31.97 -35.23 49.76 10.10 14.05
EPS (INR) 16.66 10.75 16.10 17.73 20.22
P/E (x) 17.78 27.54 17.14 15.57 13.65
Price/Book (x) 3.43 3.05 2.83 2.43 2.09
EV/EBITDA (x) 11.71 15.61 11.65 10.16 8.86
Debt/Equity (x) 0.83 0.49 0.45 0.34 0.26
RoE (%) 22.90 12.60 16.50 15.66 15.35
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Quarterly Result

Source: Company & Arihant Research

Q3FY24 Concall Highlights:

 Diversification initiatives for global market expansion: The company is
expanding globally, aiming for a 60-40 sales ratio (US to non-US), currently
70-30. Successful in the UK, Europe, Australia, and the UAE, increased
demand is observed with signed FDAs in Australia and the UAE. Anticipating
similar trends with upcoming FDAs in the GCC and UK for a boost in Indian
exports.

 Red sea impact: Red Sea impact mainly on UK and EU, not USA. Loss is from
order bunching, not significant in volume. Current quarter involves a rollout
with bunching, affecting inventories.

 Company Aims value-added Segment to 30%, of Total Revenue, which is
currently 19%. Focusing on Fashion, Utility, Institutional Bedding, Branded
Business, and Domestic Segments.

 Debt-free in 3-4 years: Over the past two years, company invested INR 1100
Crores in capex for fashion bedding and acquisitions, for capacity expansion.
Focus now shifts to debt reduction, utilizing profits to achieve a debt-free
status within the next three to four years.

 Expanding domestic share: The company aims to leverage its team and
diversified sales points to achieve 7-8% of the increased revenue from its
domestic brand over the next 3-4 years. Positioned in a growing Indian
economy, the focus aligns with the expanding middle class for higher-quality
goods.

INR Cr (Consolidated) Q3FY24 Q2FY24 Q3FY23 Q-o-Q Y-o-Y Q3FY24E Surprise 

Revenue from Operations 713 1009 657 -29.29% 8.54% 854 -16.51%

Other Income 14 25 5 -44.06% 188.03% 5 174.20%

Raw Material Costs 261 464 326 -43.79% -19.96% 385 -32.21%

Gross Profit (Ex- OI) 453 545 332 -16.96% 36.52% 470 -3.66%

Gross Margin (Ex- OI) 63.46% 54.04% 50.45% 942bps 1301bps 55.00% 846bps

Employee costs 79 81 65 -2.65% 22.11% 80 -1.35%

Other Expenses 270 300 194 -9.99% 39.25% 250 7.85%

EBITDA (Ex-OI) 104 165 73 -36.69% 42.03% 140 -25.56%

EBITDA margin (Ex-OI) 14.60% 16.31% 11.16% -171bps 344bps 16.38% -178bps

EBITDA 118 189 78 -37.65% 50.92% 145 -18.67%

EBITDA margin 16.21% 18.30% 11.80% -208bps 441bps 16.87% -65bps

Depreciation 22 20 16 6.87% 31.11% 20 8.10%

EBIT 96 169 62 -42.98% 56.23% 125 -22.95%

Finance costs 18 18 20 -1.89% -12.61% 20 -11.65%

PBT 79 151 41 -47.89% 89.84% 105 -25.11%

Tax Expense 21 37 4 -43.94% 456.91% 26 -21.69%

Effective tax rate % 26.14% 24.30% 8.91% 184bps 1723bps 25.00% 114bps

PAT 58 114 38 -49.15% 53.93% 79 -26.25%

PAT margin % 7.98% 11.05% 5.70% -306bps 229bps 9.16% -117bps
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Company Financials

Source: Company & Arihant Research

Consolidated Income statement INR Cr FY22 FY23 FY24E FY25E FY26E
Revenue 2,982 3,043 3,427 3,704 4,069 
EBITDA 544 425 575 628 695 
Depreciation (41) (65) (78) (81) (84)
Interest expense (47) (62) (72) (79) (78)
Profit before tax 456 298 425 468 534 
Taxes (127) (85) (106) (117) (133)
Net profit 329 213 319 351 400 

Consolidated Balance Sheet INR Cr FY22 FY23 FY24E FY25E FY26E
Equity capital 39 40 40 40 40 
Reserves 1,547 1,753 2,032 2,373 2,764 
Net worth 1,587 1,793 2,072 2,413 2,803 
Minority Interest 6 0 0 0 0 
Debt 1,319 876 926 826 726 
Deferred tax liab (net) 66 69 99 99 99 
Total liabilities 2,978 2,738 3,098 3,339 3,629 
Fixed assets 598 1,097 1,644 1,645 1,642 
Capital Work In Progress 24 183 11 12 12 
Other Intangible assets 32 14 34 34 34 
Investments 2 143 243 318 408 
Other non current assets 342 53 0 0 0 
Net working capital 1,587 1,141 1,076 1,021 1,101 
Inventories 1,068 895 836 801 877 
Sundry debtors 494 409 457 463 509 
Loans & Advances 38 0 0 0 0 
Other current assets 272 158 143 154 170 
Sundry creditors (159) (225) (253) (282) (328)
Other current liabilities & Prov (127) (96) (107) (115) (127)
Cash 394 108 89 309 432 
Total assets 2,978 2,738 3,098 3,339 3,629 

Consolidated Statement of Cash Flow INR Cr FY22 FY23 FY24E FY25E FY26E
Profit before tax 456 298 425 468 534 
Depreciation 41 65 78 81 84 
Tax paid (127) (85) (106) (117) (133)
Working capital ∆ (422) 446 65 54 (80)
Operating cashflow (53) 724 462 486 405 
Capital expenditure (115) (723) (454) (82) (82)
Free cash flow (168) 1 8 405 323 
Equity raised 13 33 - - -
Investments 165 (142) (100) (75) (90)
Others (346) 307 33 - -
Debt financing/disposal 742 (443) 50 (100) (100)
Dividends paid (39) (40) (40) (10) (10)
Other items (13) (3) 30 - -
Net ∆ in cash 354 (286) (19) 220 123 
Opening Cash Flow 40 394 108 89 309 
Closing Cash Flow 394 108 89 309 432 
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Ratios

Source: Company & Arihant Research

Du-Pont Analysis FY22 FY23 FY24E FY25E FY26E 
Tax burden (x) 0.7 0.7 0.8 0.8 0.8 
Interest burden (x) 0.9 0.8 0.9 0.9 0.9 
EBIT margin (x) 0.2 0.1 0.1 0.1 0.2 
Asset turnover (x) 1.2 1.0 1.1 1.0 1.0 
Financial leverage (x) 1.7 1.7 1.7 1.6 1.5 
RoE (%) 22.9 12.6 16.5 15.7 15.4 

Ratio analysis FY22 FY23 FY24E FY25E FY26E 
Growth matrix (%) 
Revenue growth 16.6 2.0 12.6 8.1 9.9 
Op profit growth 31.4 (22.0) 35.4 9.1 10.7 
EBIT growth 35.6 (28.5) 38.1 10.0 11.8 
Net profit growth 32.0 (35.2) 49.8 10.1 14.1 
Profitability ratios (%) 
OPM 18.3 14.0 16.8 17.0 17.1 
EBIT margin 16.9 11.8 14.5 14.8 15.0 
Net profit margin 11.0 7.0 9.3 9.5 9.8 
RoCE 15.2 9.2 13.2 13.2 13.6 
RoNW 22.9 12.6 16.5 15.7 15.4 
RoA 11.0 7.8 10.3 10.5 11.0 
Per share ratios 
EPS 16.7 10.8 16.1 17.7 20.2 
Dividend per share 2.0 2.0 2.0 0.5 0.5 
Cash EPS 18.7 14.0 20.0 21.8 24.5 
Book value per share 80.4 90.5 104.6 121.8 141.6 
Valuation ratios 
P/E 17.8 27.5 18.4 16.7 14.6 
P/CEPS 15.8 21.1 14.8 13.6 12.1 
P/B 3.7 3.3 2.8 2.4 2.1 
EV/EBIDTA 12.4 15.6 11.6 10.2 8.9 
Payout (%) 
Dividend payout 12.0 18.6 12.4 2.8 2.5 
Tax payout 27.9 28.5 25.0 25.0 25.0 
Liquidity ratios 
Debtor days 59.7 48.4 48.0 45.0 45.0 
Inventory days 284.2 236.7 200.0 180.0 180.0 
Creditor days 23.5 30.9 32.0 33.0 35.0 
Leverage ratios 
Interest coverage 10.6 5.8 6.9 6.9 7.9 
Net debt / equity 0.6 0.4 0.4 0.2 0.1 
Net debt / op. profit 1.7 1.8 1.5 0.8 0.4 
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Stock Rating Scale Absolute Return

BUY >20%

ACCUMULATE 12% to 20%

HOLD 5% to 12%

NEUTRAL -5% to 5%

REDUCE -5% to -12%

SELL <-12%
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