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4QFY18 result highlights

Revenue: Nitin Spinners (Nitin) reported flat revenues of Rs 2,865 mn for 4QFY18

EBITDA: EBITDA grew 12.8% YoY and 10% QoQ to Rs 420 mn. EBITDA margin improved to 14.6%
from 13% in 4QFY17 and 13.3% in 3QFY18.

PAT: Higher Depreciation provision (up 14.3% ), finance cost (up 9.7% ) and Taxation ( up 100%) YoY
impacted the net profit which declined 7.1% YoY and 13% QoQ. The company’s equity capital stands
at Rs 555.52 mn post QIP and preferential allotment.

FY18 result highlights

Revenue: Company reported 22.7% topline growth toRs 11,452.5 mn for FY18.

EBITDA: EBITDA grew 16.4% to Rs1,549 mn, while higher raw material and other cost to sales ratio
resulted in 80 bps decline in EBITDA margin to 13.5%

PAT: Higher deprecation provision (up 34.9%), Interest costs (up 32.9%) and taxation (up 88%)
impacted the net profit which declined by 8.3% to Rs 524 mn . The company has accounted prev.
year tax income of Rs 51.4 mn in 3QFY18. The company has declared 12% dividend.

Outlook and Valuation

The company has embarked Rs 6.5 bn capex over period of 12-18 months, which will be funded to
the extent of Rs 4.5 bn through debt. The capacity will be operational by 1QFY20, which will bring
volume and value growth from 2HFY20. Currently the company is operating at over 90% and will
have no production uptick till new capacity comes up. However this period will have higher
depreciation and finance costs weighing its pressure on bottomline. We have trim down our FY19
estimates and have introduce FY20 numbers (see page no 3). Considering the strong volume growth
at premium product mix from FY20, we value the company at 11x FY20E EPS of Rs 14.5 to arrive at
our target price of Rs 160 (earlier Rs166) and maintain “Buy”.
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Particulars (Rsmn)  margin (%) PAT (Rs mn) EPS PE (x) RoCE(%) ROE(%)
FY16 7,669 17.9% 442 9.6 9.8 17.8 23.7
FY17 9,334 14.3% 572 12.5 7.5 13.5 24.8
FY18 11,452 13.5% 524 9.4 10.0 10.9 15.6
FY19E 12,722 15.2% 543 9.8 9.6 9.7 12.3
FY20E 15,424 16.2% 807 14.5 6.5 11.5 16.0
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Quarterly Performance

INR in Mn 4QFY18 4QFY17 YoY (%) 3QFY18 QoQ (%) FY18 FY17 YoY (%)
Net Sales 2,865 2,852 0.4 2,871 (0.2) 11,452 9,334 22.7
Other operating income - - - - -

Total Revenue 2,865 2,852 0.4 2,871 (0.2) 11,452 9,334 22.7
Raw Material 1,756 1,839 (4.5) 1,816 (3.3) 7,276 5,890 23.5
Manufacturing Expenses 538 499 7.7 524 2.7 2,021 1,591 27.1
Employee Cost 152 142 6.9 150 0.8 607 522 16.3
Total Cost 2,445 2,480 (1.4) 2,490 (1.8) 9,903 8,003 23.8
EBITDA 420 372 12.8 381 10.0 1,549 1,331 16.4
Depreciation 136 119 14.3 143 (4.9) 562 417 34.9
EBIT 284 253 12.2 239 18.9 987 915 7.9
Other Income 4 2 171.8 8 (46.4) 23 8 187.4
Interest 70 64 9.7 71 (1.2) 295 222 32.9
PBT before extraord 219 191 176 714

extra ord - - 51 51

PBT 219 191 14.4 228 (4.1) 766 700 9.4
Tax 73 34 113.0 9 718.6 242 129 88.0
PAT 146 157 (7.1) 168 (13.0) 524 572 (8.3)
EPS 2.6 3.4 (23.3) 3.0 (13.5) 9.4 12.5 (24.4)
Number of shares O/s 55.55 45.83 55.22 55.55 45.83

e For full year, the company reported 22.7% rise in net sales to Rs 11,452 million

* Higher raw material costs resulted into lower EBITDA margin at 13.5% Vs 14.3% in FY17

* Higher depreciation costs, up 34.9% and and finance cost, up 32.9% resulted into 9.4% rise in PBT while higher tax outgo, up 88%
(excluding previous year tax income of Rs 51 mn), effective tax rate of 31.6% resulted into 8.3% decline in net profit to Rs 524 crore.
*During the year the company has raised equity capital by issue of QIP - 9385765 equity shares @ Rs 115 and preferential
allotment — 332000 @ Rs 120.5, to Rs 555.52 mn.

*EPS for the reported quarter and full year is post diluted equity after QIP and preferential allotment.
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e Change in FY19 estimates and introducing FY20 estimates

Particulars FY19 Old FY19 New % chg FY20
Sales 12,397 12,722 2.6% 15,424
EBITDAM (%) 16.4% 15.2% 16.2%
PAT 778 543 -30.2% 807
EPS(Rs) 13.8 9.8 -29.1% 14.5

The company is operating on 92% cap utilization and next year it will be 100%. The new capacities are coming up on
stream from Q1FY20. Hence it is expected that FY19 would be lenient year with heavy capex and higher borrowing
pressurizing net profit. Hence we are revising our FY19 estimates downward.

We are introducing FY20 estimates. The new capacities will come on stream in Q1FY20, which will drive volume growth
with premium product mix (value added yarn and fabric). Accordingly we expect revenues CAGR of 18.2% (FY17-20E) and
PAT CAGR of 12.2% over the same period.

Key risk to our estimates:

1. Lower than expected realization

2. Higher cotton prices

3. Higher P&F costs

4. Delay in project execution and commencement of operation at new facility

EISEC Research




IS

East India Securities Lid

Financial Summary

Income statement (Rs mn) FY16 FY17 FY1B8E FY13SE FY20E Balance Sheet (Rs mn]) FY16 FY17 FY18E FY1SE FY20E
Total revenues 7,669 9,334 11,452 12,722 15,424 Share Capital 458 458 556 556 556
% growth 24.4% 21.7% 22.7% 11.1% 21.2% Pref Share Capital - - - - -
Operating expenses (6,298) (8,003} (9,903) (10,793) (12,924) Reserves & Surplus 1,598 2,103 3,608 4,107 4,850
EBITDA 1370 1,331 1,549 1,928 2,500 Total Networth 2,056 2,562 4,163 4,663 5,405
% growth 38.2% -2.9% 16.4% 24.5% 29.7% Total Debt 2,986 4,969 5,669 9,319 8,519
Depreciation {396) (417) {562) (741) (870) Other non-current 486 615 615 615 615
EBIT 975 915 987 1,187 1,631 Other current liability 821 1,089 1,146 1,167 1,217
Interest (330) (222) {295) (420) {499) Total Liabilities 6,350 9,235 11,593 15,764 15,757
Other Income 7 8 23 25 39 MNet Fixed Assets 3,991 6,143 7,581 11,340 10,560
Exceptional items 0 o 51 o 0 Investments - - - - -
PBT 652 700 766 793 1,170 Long term advance & 307 437 437 437 437
Tax (210) (129) (242) (250) (363) Debtors and Inventory 1,540 2,184 2,883 3,262 3,906
PAT 442 572 524 543 807 (&) Cash & current investr 6 13 65 29 9
EPS 9.6 12.5 9.4 9.8 14.5 (B) Other current assets 506 459 628 697 845
% growth 7.8% 29.4% -24.4% 3.7% A8.6% Total Assets 6,350 9,235 11,583 15,764 15,757
Cash flow (Rs mn) FY1l6 FY17 FY18E FY19E FY20E Ratio analysis FY1l6 FY17 FY18E FY19E FY20E
Profit before tax 652 7J00 766 793 1,170 EBIDTA margin (%6) 17.9 14.3 13.5 15.2 16.2
Depreciation 396 417 562 741 870 PAT margin (26) 5.8 6.1 4.6 4.3 5.2
Change in working capital (241) (592) (811) (427) (742) ROCE (%) 17.8 13.5 10.9 9.7 11.5
Total tax paid (132) (155) (242) (250) (363) ROE (%) 23.7 24.8 15.6 12.3 16.0
Others 330 222 295 A20 499 Fixed Asset turnover (x) 1.9 1.5 1.5 1.1 1.5
Cash flow from 1,004 592 570 1,277 1,434 Inventory days a0 105 110 115 115
Capital expenditure (492) (2,739) (2,000) (4,500) (90} Receivable days 19 19 22 22 22
Change in investments - - - - - Payable days 10 11 12 12 12
Others - - - - - Debt to equity 1.5 1.9 1.4 2.0 1.6
Cash flow from investing (4%) (2,73%) (2,000) (4,500) (90)

Free cash flow (a+h) 955 (2,147)  (1,430) (3,223) 1,344

Equity raised/(repaid) - - 1,119 - - Valuation parameters FY16 FY17 FY1B8E FY1SE FY20E
Debt raised/(repaid) (306) 1,617 600 3,500 (1,000) EPS 9.6 12.5 9.4 9.8 14.5
Dividend (incl. tax) (46) (46) (42) (43) (65) P/E (x) 9.8 7.5 10.0 9.6 6.5
Others (330) (222) (295) (420) (499) EV/ EBIDTA (x) 5.3 7.0 7.0 7.5 5.5
Cash flow frem financing (682) 1,348 1,382 3,037 (1,564) EV/ Sales (x) 1.0 1.0 0.9 1.1 0.9
Net chg in cash (a+b+c) 274 (798) (48) (186) (220) P/BV (x) 2.1 1.7 1.3 1.1 1.0
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Stock rating (1 year target scale) Disclaimer & Disclosure
<0% - Sell East India Securities Ltd (hereinafter referred as 'EISEC') is a financial services firm registered as Research Analyst with SEBI - Registration Number —
INH300003231. The Author of the report does not hold any share in the company/ies discussed in this document. EISEC and its associated companies may

-109 -
0-10% Reduce hold shares in the company/ies discussed in this document.
10-30% - Accumulate
>30% - Buy This document is confidential and is supplied to you for information purposes only. It should not (directly or indirectly) be reproduced, further distributed

to any person or published, in whole or in part, for any purpose whatsoever, without the consent of EISEC.

This document is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity, who is a
citizen or resident or located in any locality, state, country or other jurisdiction, where such distribution, publication, reproduction, availability or use
would be contrary to law or regulation or what would subject EISEC to any registration or licensing requirement within such jurisdiction. If this document
is sent or has reached any individual in such country, especially, USA, the same may be ignored.

This document does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual investors. Our investment recommendations are general in nature and available electronically/in printed form to our clients. Before acting on
any advice or recommendation in this document, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek
professional advice. The price and value of the investments referred to in this material and the income from them may go down as well as up, and
investors may realize losses on any investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of
original capital may occur. Information herein is believed to be reliable but EISEC do not warrant its completeness or accuracy. The views/opinions
expressed are our current opinions as of the date appearing in the material and may be subject to change from time to time without notice. This
document should not be construed as an offer to sell or solicitation of an offer to buy any security in any jurisdiction. EISEC and its affiliates, its directors,
analyst and employees will not be responsible for any loss or liability incurred to any person as a consequence of his or any other person on his behalf
taking any investment decisions based on this document.
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