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Buy

CMP: Rs 238
Target Price: Rs 293
52wk H/L: Rs 244/ Rs 48

Welspun India Ltd (WIL) reported an encouraging set of numbers, exceeding our Stock data
expectations on the profitability front during 1QFY15. We continue to be
§ s A . . Market Cap (Rs bn) 23.9
confident on the WIL’s home textile business and its growth prospects on a long Market Cap (USD mn) 303
term basis. Valuations continue to remain fairly attractive. Hence, we maintain Shares Outstanding (mn) 100
our BUY rating with a target price of Rs293, which implies an upside of 23%. Free Float (%) 26.6%
3M avg. daily vol.(*000) 364.2
Healthy pace of growth Bloomberg Code WLSIIN
WIL recorded revenue of Rs11.5 bn during 1QFY15, up 21.4% YoY basis. Terry Towels Reuters Code WLSP.BO

continued to operate at almost full utilization even on an augmented capacity of
50000MTA, while sheet utilization was at 85% and rugs & carpets at 53%. Considering the Shareholding Pattern (%)
capex plans of the company and the favourable position that Indian textiles finds itself with

. S X Promoter 73.4%

regards to cost competitiveness, we expect the growth rates to remain in the mid teens on Institutions 6.1%
a near term basis. Public & Others 20.5%
EBITDA margins ride high on tail winds Stock Performance
EBITDA was up 24.5% YoY at Rs2506 mn. EBITDA margins at 21.9% were marginally up by 54
bps on YoY basis.The backward integration effort coupled with favorable cotton prices and Return (%) im 3m bm 12m
continuation of .certain ovt incentives positively impacted margins. The management Absolute 29% 8% - 170% $7L%

. . o s P y Imp nargins. 1! g Relative 28%  69%  144%  337%
remains confident of delivering these kinds of margins on a sustainable basis.
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Bottomline also healthy | dia P/EO) band
Adjusted PAT stood at Rs1050 mn during 1QFY14 up 16.8% on a YoY basis. Adjusted PAT 300 Welspun India : P/E(x) ban
showed slower growth than EBITDA on the back of higher taxes and higher interest cost on 250 5x
expiry of 3% interest subvention on working capital debt and higher LT debt due to capex igg / ;‘i

activities. 100 f'\'\\, / 2
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Valuation & Conclusion 0 e
i i i ; 5055883333903 9a8933
WIL is trading at 4.1xFY16E earnings compared to FY16E ROE of 28.7%. We expect topline iH‘ SRR RO SR e O
1023383838583 282

and bottomline to compound at 18% and 153% respectively during the period FY14-FY16E.
Considering the attractive valuation and healthy growth we maintain our BUY rating with @ | “source: Bloomberg, Almondz Research
TP of Rs.293.

Exhibit 1: Quarterly Results

In Rs mn FY14 FY15E YOY FY15E FY16E
Parameter 1Q 2Q 3Q 4Q 1Q 2QE 3QE 4QE

Revenue 9446 12191 11468 11850 11467 14012 12974 13443 21% 51895 62169
Total Expenses 7434 9598 9066 9646 8961 11069 10249 10458 40737 47870
EBITDA 2013 2593 2402 2204 2506 2942 2724 2985 24% 11157 14299
EBITDA margin (%) 21.3% 21.3% 20.9% 18.6% 21.9% 21.0% 21.0% 22.2% 22% 23%
Less: Depreciation 415 5109 501 839 686 656 656 656 65% 2655 3130
Less: Interest 558 593 568 633 713 701 649 660 28% 2722 3009
PBT (operating) 1040 -3109 1333 732 1107 1586 1419 1668 6% 5780 8160
Other income 216 192 344 289 543 152 152 152 151% 1000 750
PBT 1256 -2917 1677 1021 1650 1738 1572 1821 31% 6780 8910
Less: Tax 405 -996 580 209 622 608 519 556 2305 3029
Eff tax rate (%) 32% 34% 35% 20% 38% 35% 33% 31% 34% 34%
PAT -48 -30 1 -6 -22 0 0 0 -54% 4475 5880
Prior period items 899 -1890 1095 818 1050 1130 1053 1265

Ex income/(loss) 0 0 0 0 0 0 0 0

PAT (after EO) 899 -1890 1095 818 1050 1130 1053 1265 17% 4475 5880
EPS (Rs) 9.0 -18.9 10.9 8.1 10.5 11.3 10.5 12.6 44.6 58.6
EPS (Rs) (after EO) 9.0 -18.9 10.9 8.1 10.5 11.3 10.5 12.6 44.6 58.6
Diluted shares (mn) 100 100 100 100 100 100 100 100 100 100

Source: Company, Almondz Research
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Exhibit 2: Quarterly Net Sales and % Change YoY Exhibit 3: Quarterly EBITDA and EBITDA Margin %
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Key Takeaways from the Concall

e Asof Q1FY15 the net debt stands at Rs27.3 bn against Rs26.6 bn at the end of FY14. The
net debt to equity ratio is 2.23x against 2.40x in Q4FY14.

e Backward integration project is running on schedule and 60000 spindles have started
production out of total 170000 spindles.

e The company is expecting a healthy cotton crop and subsequently lower prices come
December 2014.

e The company is comfortably hedged at Rs64/$ for $300 mn (50-60% of revenue).
e Europe is turning into one of the fastest growing markets despite duty disadvantage to

neighbours while the Far East (Korea, Japan) are turning out to be fast growing and
lucrative markets for the company.
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(Rs mn) (Rs mn)

Income Statement FYl2  FY13  FY14P  FYI5E  FYL6E Cash Flow Statement FY12  FY13  FY14P  FYISE  FY16E
Income from Operations 32205 36473 44954 51895 62169 Net profit -134 2248 921 4475 5880
Income from sales 32205 36473 44954 51895 62169 Depreciation 11 10 0 0 0
Others 0 0 0 0 0 Working capital changes 653  -1893 107  -1188  -2438
Less: Tot operating exp 28544 30527 35743 40737 47870  Others 3643 3324 6691 4377 5389
Materials Consumed 15999 17684 22673 23093 26733 Cash flow from opns 4173 3690 7719 7664 8832
Other Direct exp 5313 6224 5972 8822 10569 Capital expenditure -281 941 -85 0 0
Personnel exp 3050 2766 3400 3633 4352 Inc/Dec in investments 293 340 858 1000 750
Office Admin & Others 2736 2322 2228 3114 3730  Others -1508 2714 -13151 7000  -6000
Selling & Distbn Expenses 1445 1531 1469 2076 2487 Cash flow from investing -1585  -1433 -12377  -6000  -5250
Amounts Written Off 0 0 0 0 0 Inc/Dec in Equity 1 19 4 0 0
EBITDA 3662 5946 9211 11157 14299 Change in borrowings -281 630 7899 4000 3000
EBITDA margin (%) 11.4% 16.3% 205% 215% 23.0%  Dividends paid (incl. tax) 0 207 351 -470  -470
Less: Depreciation 1378 1449 6863 2655 3130 Others -1904  -1979  -2352  -2722  -3009
EBIT 2284 4497 2348 8502 11168  Cash flowfrom financing 2233  -1537 5266 808  -478
Less: Interest 1918 1977 2352 2722 3009 Net change in cash 354 719 608 2472 3104
PBT (operating) 365 2520 -4 5780 8160 Opening cash balance 273 852 1724 2332 4804
Add: Other income 460 492 1041 1000 750 Closing cash balance 1482 1724 2332 4804 7908
PBT 826 3013 1037 6780 8910
Less: Tax 193 733 199 2305 3029 (Rs mn)
Effective tax rate (%) 23% 24% 19% 34% 34% Ratio Analysis FY12 FY13 FY14P  FY15E FY16E
PAT 633 2279 838 4475 5880  EPS 7.4 228 92 446 586
Less : Min. Int/Share of Assoc -29 0 -82 0 0 EPS growth (%) 4618%  207%  -60%  386% 31%
Adjusted PAT 662 2279 921 4475 5880  CashEPS 229 373 776 711 898
Extraordinary Items -795 31 0 0 0 BV 83 99 111 151 204
Reported PAT -134 2248 921 4475 5880  DPS - 3.8 3.0 4.0 4.0

Div Payout (%) 0%  17%  33% 9% 7%

Valuation (x)

P/E (on adjusted FD EPS) 320 104 259 5.3 41

P/CEPS 10.4 6.4 31 33 2.7

P/BV 2.9 2.4 22 16 12
(Rsmn)  EV/EBITDA 10.7 7.1 5.4 46 3.6

Balance Sheet FY12  FY13  FY14P  FYISE  FYI6E Ev/Sales N N TN

Equity Share Capital 995 1000 1004 1004 1004 _Dividendyield (%) 00%  16%  13%  17%  17%

Reserves & Surplus 6433 8901 10093 14098 19509 Profitability ratios (%)

Networth 7428 9902 11097 15102 20513  ROE 8.9% 23.0%  8.3% 29.6% 28.7%
Minority Interest 250 250 316 316 316  RoCE St Bt Gl LU
Long term Borrowing 9812 10011 16795 20795 23795 _lurnoverratios
Deferred Tax Liabilities 1502 1017 434 434 434  Debtors(days) 28 28 33 30 30
Other Long Term Liabilities 17 6 600 649 622 Inventory (days) 83 82 82 80 80
Long term Provisions 44 68 954 1038 1243  Creditor (days) 67 59 63 60 60
Current liabilities 16307 16425 21489 22503 24317 NetWkg capital (days) 92 111 89 85 85
Short Term Borrowing 9810 10233 11349 11349 11349  Assetturnover (x) 11 11 11 11 11
Creditors 5235 4963 6144 6697 7869 _Solvencyratio (x)

Other Current Liabilities 858 956 3559 4022 4663  Crossdebt/equity 26 20 25 21 1.7
Short term Provisions 404 273 436 436 436 _Netdebt/equity 24 19 2.3 18 13

Equity and Liabilities 35359 38579 51684 60837 71240  Netdebt/EBITDA 5.0 Sl 28 25 19

Net Block 15782 16319 23228 27573 30443 _IntCoverage (EBIT/Int) 12 28 10 31 37

cwip 1233 542 542 542 542 Crowthratios (%)

Goodwill 979 1754 1839 1839 1839 _Netsales 5%  13%  23%  15%  20%

Investments 1205 931 1115 1115 1115  EBITDA UL R B R

Long term loans & advances 1105 1559 1232 1427 1554 PAT (before E.O.) 4619% 244% -60% 386% 31%
Current Assets 14349 16138 22707 27320 34726  E°S AGLBY 207 60%/ 386W  31%
Inventories 7293 8205 10094 11374 13626 _Operatingratios (%)
sundry Debtors 2492 2750 4117 4265 ©119  EBITDAmargin 1%  16%  20%  22%  23%
Cash 1482 1724 2332 4804 7908 _EBITmargin ™ 12% 5% 16%  18%
Shortterm loans & advances 2309 ~ 2727 4144 4671 5595  PATmargin 267 ST 2% 9%

Oth. crnt/non crnt assets 1478 2067 3041 3227 3508 Other income/PBT 56% 16% _100% 15% 8%

Total Assets 35350 38579 51684 60837 71240 _Effective Taxrate e SR R L
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Visit us at www.almondz.com

Please send your feedback to research@almondz.com

Disclaimer
This Document has been prepared by Almondz Global Securities Ltd. The information, analysis and estimates contained herein are based on
Almondz’s assessment and have been obtained from sources believed to be reliable. This document is meant for the use of the intended
recipient only. This document, at best, represents Alimondz opinion and is meant for general information only. Almondz, its directors, officers
or employees shall not in anyway be responsible for the contents stated herein. Almondz expressly disclaims any and all liabilities that may
arise from information, errors or omissions in this connection. This document is not to be considered as an offer to sell or a solicitation to buy
any securities. Almondz, its affiliates and their employees may from time to time hold positions in securities referred to herein. Almondz or its
affiliates may from time to time solicit from or perform investment banking or other services for any company mentioned in this document.
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