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o FY18 results hit volumes and margins badly—revenue declined by  Figure 1: Welspun India—4Q FY18 results summary
9%, driven by destocking by key US customers due to pressure 4QFY18 4QFY17 ChgYoY|  FY18  FY17 ChgYoY
from online retailers, exchange rate movement, and the reduction ~ Revenue 15,062 17,572  -14%| 60,506 66,405 -9%
of duty drawback. Margins consequently fell by over 500 bp. Gross margin 51.3%  506%  70bps|  50.0%  54.2% -420bps
, o EBITDA 2635 3829  -31%| 11,234 15834  -29%
e Some signs of recovery now for FY19—4Q saw some stabilisation  ggirpa margin 175%  218% 430bps| 186%  238% -530bps
with 9% revenue growth, flat margins and 12% earnings growth,  pepreciation 1301 1,365 5% 5042 5054 0%
sequentially. Management expects 8-10% revenue growth in  Otherincome 287 156 85% 812 806 1%
FY19 with flat margins. However, growth may optically look higher  Interest expenses 381 430  -11%| 1408 1583  -11%
in 2H, due to YoY comparisons with the pre-GST quarter. PBT 1241 2190 -43%| 5507 10003 -44%
. . . . . Tax 342 653 -48% 1,615 1,731 -1%
o Enhanced capex plans for its flooring capacity—capex for its flooring 7 rate 276%  298% -230bps| 289%  17.3% 1150bps
offerings has increased from Rs7 bn to Rs11 bn, and the capacity ~ paT 899 1536 42%| 3982 8271 529%
from 13 msm to 27 msm. Management expects IRR of 15% and  Minority 32 6 414% 132 132 0%
anticipates net debt to be flat in FY19, before starting to fall. NPAT (adjusted) 866 1,530  -43%| 3850 8,139  -53%
EPS (Rs, adjusted) 09 15 -44% 3.8 79 51%

e We cut our estimates for 2018E/19E by 36%/40%; TP falls to
Rs85 (from Rs115)—we update our numbers after quite some
time and these cuts reflect a challenging FY18. The stock is not
an expensive one and recovery in FY19 can be the trigger. We
also introduce our FY20E numbers.

Bbg/RIC WLSI IN / WLSP.BOJPrice (17 May 18 , Rs) 65.35
Rating (prev. rating) O (O)[TP (prev. TP Rs) 85.00 (115.00),
52-wk range (Rs) 90.5 - 52.0Est. pot. % chg. to TP 30
Mkt cap (Rs/US$ mn) 65,658.8/ 969.1/Blue sky scenario (Rs) 120.00
IADTO-6M (US$ mn) 3.5(Grey sky scenario (Rs) 50.00
Free float (%) 26.5Performance 1M M 12m
Major shareholders Founder family|Absolute (%) 245 06 (26.6)
Relative (%) 223 (27 (412
Year 03/16A  0317A  031M8E  03/19E  03/20E
Revenue (Rs mn) 59,238 66,405 60,506 65951 73,865
EBITDA (Rs mn) 15926 15834 11,234 12531 14,404
Net profit (Rs mn) 7,363 8,223 3,850 4,534 5,641
EPS (CS adj. Rs) 7.33 8.19 3.83 451 5.61
- Change from prev. EPS (%) n.a. n.a. (36.4) (40.2)
- Consensus EPS (Rs) n.a. n.a. 4.25 4.95 5.75
EPS growth (%) 36.2 1.7 (53.2) 17.8 244
P/E (x) 8.9 8.0 17.1 14.5 11.6
Dividend yield (%) 2.0 0.1 1.0 23 23
EV/EBITDA (x) 6.1 6.1 8.6 79 6.8
P/B (x) 33 27 25 23 20
ROE (%) 43.3 37.7 15.4 16.5 18.4
Net debt(cash)/equity (%) 155.3 129.4 1174 113.9 98.2

Note 1: Welspun is a leading company in the home textile market, and derives over 90% of its
revenue from exports to largely US and Europe. It also has certain brands such as Christy.

Click here for detailed financials

FY18 hit volumes and margins badly

FY18 was an extremely weak year for Welspun. Revenue declined by
9%, primarily driven by destocking by key customers in the US due to
pressure from online retailers. Consequently, volumes declined 5%.
Additionally, exchange rate hurt revenue by 1% and the reduction of duty
drawback during the year by over 2%. Margins (including operational
other income) consequently fell by over 500 bp, and were also impacted
by 100 bp due to brand-building spend. Due to the high leverage in
Welspun's P&L, pre-tax income excluding exceptionals fell 44%.

Source: Company data, Credit Suisse estimates

Some signs of recovery now for FY19

4Q saw some stabilisation, however, with 9% sequential revenue
growth, flat margins and 12% earnings growth. Management views
the destocking process by clients to be nearly complete and expects
8-10% revenue growth in FY19 with flat margins. However, growth
may optically look higher in 2H, due to YoY comparisons with the pre-
GST quarter where revenue was differently recognised. While the INR
has depreciated significantly in recent weeks and 93% of Welspun's
revenue is from exports, management does not anticipate any
significant gains as it hedges 60% of its sales and many of its inputs
are USD denominated.

Enhanced capex plans for its flooring capacity

The capex plans for its flooring offerings (mainly tile carpets) has been
increased from Rs7 bn to Rs11 bn and the capacity increased from 13
msm to 27 msm. It expects commercial production to now start in 4Q
FY20. This will be largely focused on the domestic market which
management estimates to be a Rs300-500 bn market. It expects asset
turns of 1.5x to 2x eventually and IRR of 15%. It anticipates net debt
to remain flat at current levels of Rs30 bn but has pushed back its
targeted date of becoming a debt-free company by a couple of years
to FY23.

Changes to estimates and TP

We have cut our estimates and TP significantly—we cut our estimates
for 2018E/19E by 36%/40%; TP falls to Rs85 (from Rs115)—we
update our numbers after quite some time and these cuts reflect a
challenging FY18. The stock is not an expensive one and recovery in
FY19 can be the trigger.

DISCLOSURE APPENDIX AT THE BACK OF THIS REPORT CONTAINS IMPORTANT DISCLOSURES, ANALYST
CERTIFICATIONS, LEGAL ENTITY DISCLOSURE AND THE STATUS OF NON-US ANALYSTS. US Disclosure: Credit Suisse
does and seeks to do business with companies covered in its research reports. As a result, investors should be aware
that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this
report as only a single factor in making their investment decision.
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Anantha Narayan and Nitin Jain each certify, with respect to the companies or securities that the individual analyzes, that (1) the views expressed in this
report accurately reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her compensation was, is or
will be directly or indirectly related to the specific recommendations or views expressed in this report.

3-Year Price and Rating History for Welspun India (WLSP.BO)
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As of December 10, 2012 Analysts’ stock rating are defined as follows:
Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark* over the next 12 months.
Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months.

Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months.

*Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relative to the analyst's coverage universe which
consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractive, Neutrals the less attractive, and
Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as well as European ratings are based on a stock’s total return
relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most
attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American and Asia stocks (excluding Japan and
Australia), ratings are based on a stock’s total return relative to the average total return of the relevant country or regional benchmark (India - S&P BSE Sensex Index);
prior to 2nd October 2012 U.S. and Canadian ratings were based on (1) a stock’s absolute total return potential to its current share price and (2) the relative
attractiveness of a stock’s total return potential within an analyst’s coverage universe. For Australian and New Zealand stoc ks, the expected total return (ETR) calculation
includes 12-month rolling dividend yield. An Outperform rating is assigned where an ETR is greater than or equal to 7.5%; Underperform where an ETR less than or
equal to 5%. A Neutral may be assigned where the ETR is between -5% and 15%. The overlapping rating range allows analysts to assign a rating that puts ETR in the
context of associated risks. Prior to 18 May 2015, ETR ranges for Outperform and Underperform ratings did not overlap with Ne utral thresholds between 15% and 7.5%,
which was in operation from 7 July 2011.

Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications,
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other
circumstances.

Not Rated (NR) : Credit Suisse Equity Research does not have an investment rating or view on the stock or any other securities related to the company
at this time.

Not Covered (NC) : Credit Suisse Equity Research does not provide ongoing coverage of the company or offer an investment rating or investment view
on the equity security of the company or related products.

Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24
months or the analyst expects significant volatility going forward.

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst's expectations for the fundamentals and/or valuation of
the sector* relative to the group’s historic fundamentals and/or valuation:

Overweight : The analyst's expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months.

Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months.

Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.
*An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.
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Credit Suisse's distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating Versus universe (%) Of which banking clients (%)
Outperform/Buy* 48% (62% banking clients)
Neutral/Hold* 38% (57% banking clients)
Underperform/Sell* 12% (52% banking clients)
Restricted 2%

*For purposes of the NYSE and FINRA ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond
to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.)
An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.

Important Global Disclosures

Credit Suisse’s research reports are made available to clients through our proprietary research portal on CS PLUS. Credit Suisse research products
may also be made available through third-party vendors or alternate electronic means as a convenience. Certain research products are only made
available through CS PLUS. The services provided by Credit Suisse’s analysts to clients may depend on a specific client’s preferences regarding the
frequency and manner of receiving communications, the client’s risk profile and investment, the size and scope of the overall client relationship with the
Firm, as well as legal and regulatory constraints. To access all of Credit Suisse’s research that you are entitled to receive in the most timely manner,
please contact your sales representative or go to https:/plus.credit-suisse.com .

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the market
that may have a material impact on the research views or opinions stated herein.

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer to
Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: https://www.credit-suisse.com/sites/disclaimers-
ib/en/managing-conflicts.html .

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot be
used, by any taxpayer for the purposes of avoiding any penalties.

Credit Suisse has decided not to enter into business relationships with companies that Credit Suisse has determined to be involved in the development,
manufacture, or acquisition of anti-personnel mines and cluster munitions. For Credit Suisse's position on the issue, please see https://www.credit-
suisse.com/media/assets/corporate/docs/about-us/responsibility/banking/policy-summaries-en.pdf .

Target Price and Rating
Valuation Methodology and Risks: (12 months) for Welspun India (WLSP.BO)

Method: Our target price of Rs85 for Welspun is based on DCF (discounted cash flow) model, with 13.4% cost of equity and a 6% post-tax cost of debt
with a target D/E of 0.4x. Our OUTPERFORM rating is based on the following arguments: We find the fundamentals of the business attractive.
While the market share of the Welspun and the Indian industry in the US is reasonably high now, increasing penetration in Europe, new
segments in the US such as hospitality and healthcare, growth in the Indian market and a greater focus on brands and higher value-add
products can drive attractive EBITDA growth. We see the balance sheet as being in a comfortable position. Net D/E at the end of FY18 is
likely to be around 1x.

Risk: The key risks to our target price of Rs85 and OUTPERFORM rating for Welspun India include: (1) any trade barriers (such as border tax in the
US), (2) high customer concentration, (3) volatility in cotton prices/currency and (4) execution of new segment expansion strategy.

Please refer to the firm's disclosure website at https://rave.credit-suisse.com/disclosures/view/selectArchive for the definitions of abbreviations typically
used in the target price method and risk sections.

See the Companies Mentioned section for full company names

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (WLSP.BO) within the next 3
months.

Credit Suisse or a member of the Credit Suisse Group is a market maker or liquidity provider in the securities of the following subject issuer(s):
WLSP.BO

A member of the Credit Suisse Group is party to an agreement with, or may have provided services set out in sections A and B of Annex | of Directive
2014/65/EU of the European Parliament and Council ("MiFID Services") to, the subject issuer (WLSP.BO) within the past 12 months.
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For date and time of production, dissemination and history of recommendation for the subject company(ies) featured in this report, disseminated within
the past 12 months, please refer to the link: https://rave.credit-suisse.com/disclosures/view/report?i=363612&v=-5eqd64rf8isi7smb67ch8lade .

Important Regional Disclosures
Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report.

The analyst(s) involved in the preparation of this report may participate in events hosted by the subject company, including site visits. Credit Suisse does
not accept or permit analysts to accept payment or reimbursement for travel expenses associated with these events.

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares; SVS-
-Subordinate Voting Shares.

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit https://www.credit-
suisse.com/sites/disclaimers-ib/en/canada-research-policy.html.

Principal is not guaranteed in the case of equities because equity prices are variable.

Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.

This research report is authored by:

Credit Suisse Securities (India) Private LIMited..................ocoorrri et Anantha Narayan ; Nitin Jain

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important disclosures
regarding any non-U.S. analyst contributors: The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with
FINRA. The non-U.S. research analysts listed below may not be associated persons of CSSU and therefore may not be subject to the FINRA 2241 and
NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account.

Credit Suisse Securities (India) Private LImited..................ocooriice et Anantha Narayan ; Nitin Jain

Important disclosures regarding companies that are the subject of this report are available by calling +1 (877) 291-2683. The same important disclosures,
with the exception of valuation methodology and risk discussions, are also available on Credit Suisse’s disclosure website at https:/rave.credit-
suisse.com/disclosures . For valuation methodology and risks associated with any recommendation, price target, or rating referenced in this report,
please refer to the disclosures section of the most recent report regarding the subject company.
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