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Macro / Political Commentary 

 
Four more years of Trump could spell protectionist policies that make life difficult for Indian 
businesses, but analysts do not see things getting much easier under Biden. 
 
Trump has repeatedly taken aim at the US’s trade deficit with India, which stood at $28.8bn in 
2019, nearly three times the $10.6bn figure in 2008. In March 2019, he called India “a very 
high-tariff nation” and has imposed tariffs on steel and aluminium imports to redress the gap. 
India later retaliated, raising duties on 28 US products. Analysts say Trump’s punitive policies 
have made the economic environment more contentious. The two sides have repeatedly failed 
to sign even a “mini trade deal” that had initially been expected in September 2019. 

This could change if Trump’s Democratic rival, Joe Biden, becomes the next US president and 
brings with him a more measured policymaking machine.Trump’s trade policies and negotiating 
stance may be based on populist impulses, but India is also taking an increasingly protectionist 
line.India’s incoming data protection bill has become one of the thorniest issues in negations. 
The bill threatens to prevent Indian data from leaving its shores, making life difficult for global 
technology giants such as Facebook, Amazon and Google that rely on the free-flow of data. It 
also threatens to tax digital companies in a way that would also disproportionately affect US 
technology firms. The US has called this type of taxation “unfair” and “discriminatory” and has 
said it will “begin investigations” into how its trading partners are implementing such laws. 

After its economy suffered a historic shock (gross domestic product shrank by a record 23.9 
percent in the April-June quarter), exacerbating an urgent need to create more blue- and white-
collar jobs, analysts say India cannot afford to close itself off from negotiating a more 
favourable US trading relationship. 

But, regardless of the outcome of the US election, analysts believe progress on a trade 
agreement will hinge on the US securing greater access to India’s huge, yet fragmented, 
agricultural markets. India, however, is reluctant to endanger its mostly small-scale, 
independent producers by forcing them to compete with giant US agribusinesses. And with the 
global economic downturn set to drag on, as well as a strong farming lobby to placate at home, 
observers say a future Biden administration would likely take a hard line similar to Trump’s. 
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Metals Correct Sharply 
 

Index Value Weekly % 

BSE Oil & Gas 12116.33  (1.0) 

BSE SmallCap 14888.91  (1.6) 

BSE FMCG 10921.70  (1.1) 

BSE Mid Cap 14915.40  (0.6) 

BSE Healthcare 19314.51  (1.8) 

BSE Capital Goods 14155.32  (0.3) 

BSE Bankex 27369.35  (1.3) 

BSE Auto 17552.73  (3.9) 

BSE Power 1722.46  1.9  

BSE Sensex 30 39575.69  (2.7) 

BSE IT 21073.81  (3.1) 

BSE Metals 8196.68  (5.7) 

 
Kotak Mahindra Bk Shines In Trade 
 

Gainers     

Kotak Mahindra Bank 1546.70 11.8% 

Asian Paints 2205.75 4.0% 

Indian Oil Corpn 79.60 1.7% 

Ultratech Cement 4574.70 1.6% 

NTPC 87.45 1.4% 

Losers     

Hero Motocorp 2798.95 -10.0% 

Vedanta 95.95 -8.4% 

Indiabulls Housing 139.90 -7.0% 

SBI 189.15 -6.7% 

Hindalco 170.30 -6.6% 
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Currency Value 
Weekly 

%  Commodity INR 
Weekly 

%  

GoId 
Bond Yield 

Weekly 
% 

 $/INR 74.10 0.7  

Crude (1 
barrel) 

          
2,721  -8.9  

10-
year 5.88 0.6 

 €/INR 87.08 -0.1  Gold (10 gm) 
        

50,561  -0.7  5-year 5.17 0.7 

 £/INR 96.52 0.2  Silver (1 kg) 
        

60,504  -3.8  1-year 3.47 -1.3 

 ¥*/INR 0.71 1.4  Copper (1 kg) 
              

529  -0.4     
* per 
100 Yen    

Aluminium (1 
kg) 

              
151  -0.7     

            

 
Larsen & Toubro Ltd: Q2 Updates 
 

• Businesses catching up on lost ground aided by actions to restore normalcy 

• Divestment of Electrical &Automation Business concluded during the quarter 

• Declares Special dividend of Rs 18 per equity share 

• Larsen & Toubro recorded Consolidated Gross Revenues of Rs 31,035 crore for the 
quarter ended September 30, 2020 

• The businesses saw a pickup in execution momentum compared to Q1 FY 2020-21 and 
achieved a sequential growth of 46%. However, the revenue declined by 12% y-o-y due 
to the lingering impact of the pandemic during the quarter under review 

• International revenue during the quarter at Rs 12,148 crore constituted 39% of the total 
revenue 

• Net Profit After Tax (PAT) and share in profit / (loss) of joint ventures / associates from 
continuing operations before exceptional items for the quarter is at Rs 1,410 crore, 
registering a sequential improvement of nearly 4 times reflecting pickup in the business 
momentum 

• The overall consolidated Profit After Tax (PAT) including the PAT from discontinued 
operations for the quarter ended September 30, 2020 is Rs 5,520 crore and for the half-
year ended September 30, 2020 is Rs 5,823 crore 

• Cash generation from operations was robust during the quarter under review which 
was strongly supplemented by proceeds from the divestment of Electrical Et 
Automation business 

• The Company bagged orders worth Rs 28,039 crore at the Group level during the 
quarter ended September 30, 2020 registering a sequential improvement of 19% over 
previous quarter, but a decline of 42% vis-à-vis previous year, on account of deferment 
of award decisions largely caused by the pandemic. International orders during the 
quarter constituted 36% of the total Order Inflow 
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• The Consolidated Order Book of the Group stood at Rs 298,856 crore as at September 
30, 2020, with international Order Book constituting 24% of the total Order Book 

 
Titan Company Ltd: Q2 Updates 
 

• The Company’s return to normalcy on the business front has been progressing well with 
month-on-month improvement in the sales across all the divisions, with Jewellery 
division reaching close to the full recovery. The company witnessed a recovery of 89% 
over same quarter of last year. However, revenues in Q2 of the previous year was 
affected in the month of July due to a sharp increase in gold price 

• The gross margin of the company was lower due to an adverse mix – higher share of the 
lower margin jewellery business compounded by margin in the jewellery business 
itself being impacted by lower studded jewellery share and higher coin sales 

• The total income for the first half of the fiscal (Hl) was Rs 6,290 crores (including bullion 
sale of Rs 992 crores ), a decline of 34% against the income of Rs 9,461 crores in the 
corresponding period last year. The decline without considering the bullion sale was 
44%. 

• While the customer sentiment improved substantially in the quarter, there was greater 
willingness to spend on plain gold jewellery and gold coins rather than pure 
discretionary items, explaining the reason why the recovery rates in Watches and 
Eyewear and even studded jewellery within the Jewellery division were lower. 

 
Hero Motocorp Ltd: Q2 Updates 
 

• The Company's Revenue from Operations for the quarter stood at Rs. 9,367 Crore (vs Rs. 
7,571 Crs in Q2 FY20) and Profit After Tax (PAT) at Rs. 953 Crore (vs Rs. 875 Crs in Q2 
FY20).  

• EBIDTA margin for the second quarter was at 13.7% as compared to 3.6% in the first 
quarter (April-June).  

• Consolidated Revenue and PAT stood at Rs. 9,473 Crore and Rs. 964 Crore respectively 
for the quarter. 

• The recovery in demand to pre-Covid levels, credible resumption of supply chain and 
logistics, cost & cash management, along with judicious price increase, has helped 
deliver profitability 

 
Amara Raja Batteries Ltd : Q2 Updates 
 

• In the automotive segment, both the OEM and aftermarket demand saw a sharp raise. 
Vehicle production saw a month-on-month rebound to refill the dealer inventories and 
gear up for the demand during upcoming festive season.  

• Personal mobility preferences also saw increased purchase of 2W and entry level 
passenger vehicles.  
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• The aftermarket saw strong pent up demand sustaining post initial lock down periods 
and with easing of logistics, channel sales and distribution activities were streamlined 
to meet the demand. 

• Industrial Business continued to see sustained demand from Telecom and commercial 
UPS market segments on the back of enhanced priorities for keeping the data network 
uptimes near to 100%.  

• Exports of automotive batteries and industrial batteries also saw an upsurge as markets 
across the geographies opened up. 

• We have been operating all our manufacturing facilities near 100% capacity utilisation 
to keep pace with the demand ramp up. There have been some delays in the capacity 
expansion programs in the last couple of quarters due to COVID restrictions and we are 
working in a focused manner to complete these projects which should help us to 
debottleneck supply constraints in the coming months. 

 
Marico Ltd: Q2 Updates 
 

• In Q2FY21, Revenue from Operations grew by 9% YoY to INR 1,989 crores (USD 270 
million), with a robust underlying domestic volume growth of 11% and constant 
currency growth of 7% in the international business 

• The core franchises led growth during the quarter with 95% of the portfolio returning to 
growth trajectory. 

• Traditional channels continued to outperform with rural growing ahead of urban, while 
in the new-age channels, strong acceleration continued in E-Commerce. MT remained 
subdued and CSD continued to witness steep decline 

• Parachute Rigids registered 10% volume growth during the quarter, on the back of its 
leadership position as a trusted brand and accelerated loose to branded conversions. 

• Saffola Edible Oils continued its stellar run with 20% growth in volume terms. 62% of 
the growth was attributed to increased penetration on account of new users and 
increased retention. 

• The Foods portfolio grew by 55% in value terms, riding the tailwind on health and 
convenience with the base Oats franchise posting a strong 45% value growth. The brand 
continued to attract new consumers with 60% of the growth coming from increased 
household penetration. 

• After a sharp decline in Q1, Value Added Hair Oils registered a smart recovery and 
posted a resilient 4% volume growth. The premium segments of the hair oils category 
continued to face headwinds, however the mid and bottom of pyramid segments have 
regained traction. 

 
Bharti Airtel: Q2 Highlights 
 

• Bharti Airtel posts its highest ever consolidated quarterly revenues 

• India business delivers strong growth across revenue, margins, customers 

• Consolidated quarterly revenues at Rs 25,785 crore – up 22.0% YoY 



 
 
 

   

                                                                                                                                                              Page 6 / 23 

 

• Consolidated EBITDA at Rs 11,848 crore; EBITDA margin at 46.0% - improvement of 366 
bps YoY 

• Consolidated EBIT at Rs 4,412 crore; EBIT margin at 17.1% - improvement of 768 bps 
YoY 

• India revenues Rs 18,747 crore up 22.0% YoY led by strong 4G customer momentum and 
up-trading 

• Mobile services India revenues up 26.0% YoY 

• Mobile ARPU at Rs 162 vs Rs 128 in Q2’20 

• 4G data customers at 152.7 Mn, up by 14.4 Mn for the quarter 

• Usage metrics remain best in class; Data usage per sub at 16.0 GBs/month 

• Airtel Business and Homes sees revenue growth of 7.5% and 7.3% YoY respectively 

• Digital Services now amongst the strongest in the country - 160 Mn digitally engaged 
customers 

• Overall customer base stands at ~440 million across 16 countries 

• To further leverage growth from “Work from Home”, various products were launched. 
Airtel BlueJeans, Airtel Secure, Airtel Cloud and Airtel IQ were launched to meet the 
specific needs of our B2B customers. 

 
Dr Reddy’s Labs: Q2 Updates 
 

• Global Generics -Year-on-year growth of 21 % and sequential quarter growth of 14%, 
were driven primarily oh account of new product launches, volume traction in the 
base business and integration of the acquired business from Wockhardt in India 

• Revenues From North America - Year-on-year growth of 28%, driven by contribution 
from new products launched, increase in volumes of our base products and aided by a 
favorable forex rate, which was partially offset by price erosion 

• Revenues From Europe Year-on-year growth of 36% and sequential growth of 6%, 
primarily on account of new product launches and favorable forex movement 

• Revenues from Russia at Rs. 4.0 billion. Year-on-year decline of 3% is primarily on 
account of weakening Ruble. Sequential growth of 22% contributed by increased 
volumes with a gradual recovery in market demand after Ql was impacted due to 
COVID-19 

• Revenues from other CIS countries and Romania market at Rs. 2.0 billion. Year-on-year 
growth of 19% and sequential growth of 43% driven by both base business and new 
product launches. 
 

Havells: Q2 Updates 
 

• Demand recovery healthy and seemingly sustainable  

• Consumer and residential portfolio growing in mid-teens  

• Infrastructure and industrial segment still soft  

• Advertisement spends are progressively reverting to normal levels  

• Lloyd has well recovered led by AC sales growth 
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• Impetus to ‘Atmanirbhar Bharat’ with prohibition on AC import, positive for integrated 
manufacturers like Lloyd 

• Consumer lighting was beneficiary of Rural Vistaar and deeper distribution 

• ACs led the growth in Lloyd, supported by washing machines and recently launched 
Refrigerators 

 
Strides Pharma: Q2 Updates 
 

• We faced continued challenges in the market due to reduced footfalls in the market, 
lower elective surgeries and lower prescription rates. 

• Despite these challenges, Strides has delivered a steady Q2FY21 performance that 
highlights the resilience of our diversified business model 

• While we have witnessed slowdown during the current quarter in the other regulated 
markets, the long term outlook for these markets continues to be robust. 

• Our reset strategy in emerging markets is playing out well and we continue to see green 
shoots in that business. 

• Price erosion and volume impacts in select products seen across markets, however 
this was mitigated through better portfolio mix 

• Delay in some new product launches 

• Strong order book for other regulated markets including supplies to Australia 
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Key Data Points 

Industry Textile 

CMP 765.00 

52 Week High/Low 1105.35/601.05 

Shares O/S (Cr) 5.75 

Market Cap (Rs Cr) 4400.19 

EPS 54.43 

P/E  14.05 

P/BV 0.78 

Beta 0.34 

 

Overview 

▪ From its humble beginning in 1965, with a production capacity of 6000 spindles of 
cotton yarn, today VTL has emerged as a reputed textile powerhouse manufacturing 
yarns, fabrics, acrylic fibre, garments, sewing threads and alloy steel With an aim to 
ensure long term sustainability, we strive to invest in a progressive business and achieve 
exceptional operational efficiencies and better margins, while delivering excellent 
quality products. 
 

▪ VTL core business includes Yarns, Fabrics, Acrylic Fibers & Garments. VTL strategic 
business includes Alloy Steel & Sewing thread. 
 

▪ The Vardhman Group aims to be world class textile organisation producing diverse 
range of products for the global textiles market. They seek to achieve customer delight 
through excellence in manufacturing and customer service, based on creative 
combination of state-of-the-art technology and human resources. 
 

▪ Their fabric units are located in Baddi, Himachal Pradesh & Budhni, Madhya Pradesh. 
Their Yarn & Dyeing units are located in Ludhiana, Punjab, Malerkotla, Punjab, Baddi, 
Himachal Pradesh, Mandideep, Madhya Pradesh & Satlapur, Madhya Pradesh. 

 
▪ With a capacity to manufacture over 664 MT of yarn per day, Vardhman is one of the 

leading producers of premium quality yarns. Their state-of-the-art manufacturing plants 
produce the widest variety of specialised greige and dyed yarns of cotton, polyester, 
acrylic and other blends. VTL also manufacture products like Organic Cotton, Melange, 

VARDHAMAN TEXTILE LTD                                    BUY 

CMP: 765                    Target: 972 |Upside Potential: 27% | Time Horizon: 12 Months 
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Core Spun Yarns, Ultra Yarns (Contamination controlled), Gassed Mercerised, Super Fine 
Yarns, Slub, Cellulose Yarns and Fancy Yarns for hand knitting. 
 

▪ They are one of the largest exporters of cotton yarn to the most quality conscious 
markets of the EU, USA and the Far East. 
 

▪ With a weaving capacity of over 220 million meters and a processing capacity of over 
175 million meters per annum, across a wide range of specialty fabrics, they are one of 
the leading vertically integrated fabric suppliers in India. VTL supply fabric for tops and 
bottoms in the apparel segment, catering to a large number of retailers in USA, Europe 
and Asia, amongst others. 

 

Share Holding Pattern as on 30th Sept 2020  

Particulars Shares ( In Cr) 
Holdin

g % 

Promoters   3.58 62.20% 

Mutual Funds 1.24 21.60% 

FPI/FII 0.35 6.10% 

Insurance Companies 0.03 0.50% 

Public Non Institutional 0.55 9.60% 

Total 5.75 100% 

 

Public holdings more than 1% of the Total No.of Shares   

Name of the Shareholder Total Shares Held 
Shares as % of Total No. 

of Shares 

HDFC Small Cap Fund 3,171,160 5.51% 

Nippon India Growth Fund  2,204,787 3.83% 

DSP Small Cap Fund 2,027,537 3.53% 

Templeton India Smaller 
Companies Fund 1,832,619 3.19% 

UTI Hybrid Fund 1,469,950 2.56% 

IDFC Multicap Fund 1,214,814 2.11% 

Franklin Templeton Investment 
Funds 1,628,327 2.83% 

Total  13,549,194 23.56% 
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Industry/Sector outlook:  

▪ The economic development of India is greatly dependent on export earning of Textile 
Industry. Textiles represent nearly 30% of the country’s total exports. Providing direct 
employment to over 45 million persons in the mill, power loom and hand loom sectors 
making it the biggest employer in the country after the agricultural sector. India is the 
world’s second-largest producer of textiles after China. It is also the world’s third-largest 
producer of cotton after China and the USA.  

▪  India’s total exports of textiles and apparel are expected to grow at a CAGR of 
12.03% to reach $82 billion by 2021. At present, a third of India’s textile production is 
exported.   

▪  India is the world’s second-largest exporter of textiles and apparel, and the textile 
industry contributes significantly to the country’s economy, making up 7% of industry 
output, 2% of the national GDP, and 15% of the country’s total exports earnings.   

▪ The US and the European Union are the two largest markets for Indian textile exporters. 
With all the export promotion & development planning it is expected to grow to 
US$2,600 billion by 2025. 

▪  However, the pandemic of COVID- 19 has affected all over the world economy. Due to 
Covid-19, The Indian Textile Industry fell as the yarn and ready-made garments exports 
fell by 90% during April as per the report. 

▪  Till the quarter of March, the export of ready-made garments declined by 16% and by 
April further to 91%. Whereas yarn exports fell about 30% during the quarter of March 
and further to 80-90% in April. China accounts for a third of India’s yarn export and 
Bangladesh which accounts for a fifth of India’s yarn export. Under the impact of Covid-
19 garment, units were shuttered in these countries so their imports declined, as a 
result, the Indian export of yarn and the ready-made garment fell according to the Crisil 
Research report. 

▪  To Survive pandemic about 15-20% of the over 8,000 apparel exporters in the country 
have resumed operation with 25-30% of their workforce. 
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▪  The extent of the outbreak and lockdown would directly impact the length of the 
recovery cycle. However, to minimize the impact the Confederation of Indian Textile 
Industry (CITI) has requested the government to immediately announce a relief package 
for the textile and apparel sector to mitigate the crisis being faced by the capital and 
labour-intensive textile Industry, post the corona virus spread.  
 

Key Indicators: 

▪ SALES Growth: -2% 

▪ Gross Margin: 39% 

▪ EBITDA Margin excluding Other Income: 9% 

▪ PAT Margin: 4% 

 

Q2 FY21 Result Update: 

▪ Vardhman Textile reported a growth of -2% Y-O-Y to 1625.23Cr. Revenue from textile 

declined 2% YOY to 1576.21 Cr. Revenue from acrylic fiber declined 22% YOY to 64.90 

Cr. 

▪ Gross Profit Margin stood at 38% on account of higher raw material prices. 

▪ EBITDA Margins excluding Other Income stood at 9%. The fall in the margins is majorly 

contributed by higher Raw Material Cost. 

▪ Consolidated Net Profit stood at 61.58 Cr, a Y-O-Y fall of 49%. This was on account of 

low capacity utilization of Fabric & High Raw material Cost. 

▪ The company has discussed about the consumption issues. They expect the textile 

consumption to fall by 25% for the year and expect normalization post that. There is 

higher demand for knitting than weaving as demand for leisure wear has increased. The 

work from home culture has allowed people to wear leisure and comfort clothes while 

working causing demands for formals and suits to drop. The demands from existing 

customers have fallen as these customers wish to reduce their lead time, thus preferring 

nearby suppliers. 

▪ April & May were not great months for the company as they had to shut down their 

factories. Customers had a lot of unsold stock. Fabric wear has started improving but 

formal wear is yet a question. Inspite of this, the month on month utilization has been 

promising. Domestic Knitting & export of garments from India gained over the last 2 

Months. Fabric side domestic business is still shaky but exports have reached to 85% of 

pre covid levels. 

▪ Capacity Utilization for spinning stood at 25% in April, 50% In May & 75% in June. 

Currently it is at 80-90% Capacity Utilization. Estimated spinning utilization for the 

country is 55-60%. Thus the company is doing much better than the Industry in terms of 

utilization. 
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▪ On the fabric side, Capacity utilization has been increasing Month on Month and is 

currently running at 70% Capacity.  

▪ The Raw Material Prices yet poses a question. The company expects the Gross Margins 

to Rise in the hope of market Stabilization.  

▪ Prices of Cotton Candy have shot up. Before the Pandemic it ranged between Rs 37000-

40000. During the pandemic, the prices of cotton fell to Rs 34000. Post Lockdown, it is 

back to Rs 40000 Levels. 

▪ Capacity utilized in Yarn is 80-90%. The company does not plan on expanding the 

capacity as they wish to focus on increasing utilization in the Fabric side. The growth to 

be achieved will arise from capacity utilized from the Fabric Segment. The management 

is optimistic regarding this.  

▪ A major cause of concern for the company is the extension of lockdown in the foreign 

countries that might hamper their sales.  

▪ The company believes that the worst is over. The fear of jobs loss and threat of 

existence of the companies have died out. New Product & New Customer mix will take 

place as demand stabilizes. 

▪ Around 80-90% of their sales have been exports. Good demand for Yarn in Bangladesh 

along with cheap cotton and yarn prices in India & lower price per unit of production in 

India can lead to higher Market share in export segment for Vardhman Textiles.  

▪ The spinning segment is running at a good Capacity of 80-90%. They expect a YOY 

growth in the Spinning Segment. EBITDA Margins of Spinning have fallen drastically to 3-

4%, However as new cotton is used margins will increase to 8-9%. Once the scenario 

normalizes, they expect an EBITDA of 13-14% 

▪ Capex for the first 6 Months of FY 21 stood at 150 Cr & for the next 6 Months is 

expected to be 150 Cr. Capex for FY 22 is expected to be at 350 Cr. 

▪ Margins in the second half of FY 21 should not be too far off. It will be driven majorly by 

Yarn Sales which are expected to grow YOY.  

▪ The main focus of the company is to conserve cash & focus on improving the top line. 

The margins will improve once the volumes improve. 

▪ Competition: In terms of Spinning India is as attractive a location as China, Vietnam. 

Fabric & Garment side, there is still a major partition to fill as the cost of Indian 

Garments are much higher.  

▪ The company current has a debt/equity ratio of 0.3, Interest Service Coverage Ratio of 

3.84 & a Debt Service Coverage ratio of 2.37 which indicates enough liquidity to service 

their debt. Along with this, the cash & Cash Equivalent stands at around 160 Cr. 

▪ With Revenues coming on track and the company recovering from the Pandemic, a 

major boost will come from the Raw Material Cost. Cotton candy has recovered 

drastically in the last few months. We expect this to stabilize. Another positive boost for 
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the industry will be expectation of higher exports of Cotton. There has already been a 

YOY rise in cotton exports in Sept 2020. Positive growth in October is also expected. 

 

Q2 FY21 Results Highlights & Financial Performance  

Profit & Loss Statement for Q2 FY21 

Particulars Q2 FY21  Q2 FY20  YOY Change 

Total Revenue from Operations 1,625.23  1663.67 -2% 

Raw Material Cost 999.20  867.03  15% 

Gross Profit 626.03  796.64  -21% 

Employee Cost 135.27  150.76  -10% 

Power & Fuel 137.56  185.20  -26% 

Other Expenses 208.55  210.87  -1% 

Operating Profit (Excl OI) 144.65  249.81  -42% 

Operating Margin  9% 15%   

Depreciation 91.39 82.55  11% 

PBIT 53.26  167.26  -68% 

Other Income 54.25 29.95    

Interest 27.93 33.79    

Share of Associates & Joint Ventures 4.71 1.92    

PBT 84.29  165.34  51% 

Provision for Tax 22.71 45.70    

Effective Tax Rate 26.9% 27.6%   

Profit After Tax 61.58  119.64  -49% 

Consolidated Net Profit 61.58  119.64  -49% 

Margin 4% 7%   

EPS  10.71  20.81    
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Consolidated Profit & Loss Statement  

Particulars FY18 FY19 FY20 

Total Revenue from Operations 6,248.27 6,877.92 6,735.00 

Raw Material Cost 3,404.56 3,595.73 3554.95 

Gross Profit 2,843.71 3,282.19 3,180.05 

Employee Cost 506.26 550.23 595.93 

Other Expenses 1,434.49 1,538.20 1646.77 

Operating Profit (Excl OI) 902.96 1,193.76 937.35 

Operating Margin  14% 17% 14% 

Depreciation 240 254.02 333.22 

PBIT 662.96 939.74 604.13 

Other Income 197.35 222.72 174.47 

Interest 118.19 119.65 135.27 

Share of Profit from associates 17.51 15.93 12.14 

PBT 759.63 1058.74 655.47 

Provision for Tax 167.19 318.19 64.5 

Effective Tax Rate 22.0% 30.1% 9.8% 

Profit After Tax 592.44 740.55 590.97 

Consolidated Net Profit 592.44 740.55 590.97 

Margin 9% 11% 9% 

EPS  103.21 128.79 102.78 
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Consolidated Balance Sheet  

Particulars  FY 18  FY 19  FY 20  

Equity Share Capital 56.43 56.48 56.52 

Reserves 4,897.27 5,535.00 5,991.35 

Non Controlling Interest 108.78 113.07 120.64 

Non Current Liabilities 1495.91 1449.61 1549.51 

Current Liabilities 1685.70 1862.06 1635.50 

Total 8,244.09 9,016.22 9,353.52 

Net Block 2614.59 3186.24 3593.24 

Intangible Assets 16.31 14.85 14.95 

Capital Work in Progress 105.71 273.68 141.64 

Investments 864.57 763.45 637.04 

Other Non current Assets 97.31 96.98 84.11 

Current Assets 4545.60 4680.99 4882.54 

Total 8,244.09 9,016.22 9,353.52 

 

Important Ratios FY 18 FY 19 FY 20 

D/E 0.41 0.35 0.33 

ROE 12% 13% 10% 

ROCE 13% 17% 10% 

Current Ratio 2.70 2.51 2.99 

Inventory Turnover Ratio 2.77 2.63 2.51 

Recievables Turnover Ratio 8.25 8.56 8.20 

Payable Turnover Ratio 11.72 11.39 9.95 

Days of Inventory 131.82 138.52 145.30 

Days of Payables 31.15 32.03 36.68 

Days of recievables  44.25 42.62 44.49 

Cash conversion cycle 144.92 149.11 153.12 
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Consolidated Cash Flow Statement:  

Particulars (value in cr)  FY 18  FY 19  FY 20  

Cash from Operating Activity 103.32 498.98 849.41 

Cash from Investing Activity -167.31 -277.51 -379.02 

Cash from Financing Activity 92.07 -251.79 -295.59 

Net Cash Flow 28.08 -30.32 174.8 

Cash & Cash Equivalent opening Balance 42.29 70.37 40.05 

Cash & Cash Equivalent closing Balance 70.37 40.05 214.85 

 

SWOT ANALYSIS  

Strength & Opportunity Factors: 

▪ Large Variety of Products: The company manufactures different types of Yarns & 
Fabrics. They have established themselves as a premium producer of exceptional quality 
Yarn. They are one of the largest exporters of cotton yarn to the most quality conscious 
markets of the EU, USA and the Far East. 
 

▪ Sound & Resilient Financials: The company has a strong balance sheet, Low debt, and 
has cash of over 160 Cr.  
 

▪ Recovery of Textile Business: With festive season coming up and opening up of states, 
we can expect demand for Textiles and Fibers to increase. Demand for weaving also will 
improve once weddings take place, offices begin to operate. 
 

▪ Export gaining traction: With low cost of production, low cost of Cotton and yarn there 
will be a lot of demand for export orders. 
 

▪ Consolidation: The sector is undergoing consolidation. Large and cash rich companies 
are surviving the pandemic. Smaller players are not able to bear the cost leading to shut 
down of their business. This will drive the market share for Vardhman Textile. 

 

Weakness & Threat Factors: 

▪ Domestic Slowdown: Overall situation is still challenging. Domestic consumption has 
fallen drastically and this has impacted the Performance of the company. Textile 
consumption may fall by 25% as per the management commentary. 
 

▪ Lockdown extension: Lockdown extension will again lead to lower demand and 
consumption of textiles. Work from home is expected to remain until a vaccine is found. 
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▪ Apathy by the Government: The company does not expect any subsidies by the 
government other than refund of GST payments. 
 

▪ Lower lead time demanded by customers: The companies existing customers have 
reduced the orders. All fashion brands wish to reduce the lead time thus wanting 
suppliers to be located near them. 

 
Valuation: 

We believe FY 21E revenue to fall by 25% to 5051.25 Cr and FY 22E revenue to grow by 29% Y-

O-Y to Rs 6500 Cr. Based on this, the cash profit is expected to be 650 Cr. The CEPS works out to 

be 113.04. This when discounted 8.60 times translates into a target price of 972 implying an 

upside of 27 % from current levels. 

Particulars FY 20 FY 21E FY 22E 

Revenue from Yarn 3768.00 2867.92 3871.05 

Revenue from Fabric 2474.00 1128.05 2015.54 

Revenue from other operations 493.00 1055.28 613.41 

Total Revenue 6735.00 5051.25 6500.00 

EBITDA  1111.82 505.13 975.00 

EBITDA Margins Excluding Other Income 17% 10% 15% 

PAT 590.97 252.56 650.00 

PAT Margins 9% 5% 10% 

No of Shares 5.75 5.75 5.75 

 EPS 102.78 43.92 113.04 
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DISCLAIMERS AND DISCLOSURES- 

Latin Manharlal Securities Private Limited (CIN-U67120MH1997PTC110873) and its affiliates are a full-
service, brokerage, investment banking, investment management, and financing group. Latin Manharlal 
Securities Private Limited (LMSPL) along with its affiliates are participants in virtually all securities 
trading markets in India. LMSPL was established in 1997 and is one of India's leading brokerage and 
distribution house. LMSPL is a corporate trading member of Bombay Stock Exchange Limited (BSE), 
National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). LMSPL along 
with its subsidiaries offers the most comprehensive avenues for investment sand is engaged in the 
businesses including stock broking (Retail), commodity broking, depository participant, insurance 
broking and services rendered in connection with distribution of primary market issues and financial 
products like mutual funds, fixed deposits.  
 
LMSPL is under the process of seeking registration under SEBI (Research Analysts) Regulations, 2014. 
LMSPL hereby declares that it has not defaulted with any stock exchange nor its activities were 
suspended by any stock exchange with whom it is registered in last five years. 
 
LMSPL offers research services to clients as well as prospects. The analyst for this report certifies that all 
of the views expressed in this report accurately reflect his or her personal views about the subject 
company or companies and its or their securities, and no part of his or her compensation was, is or will 
be, directly or indirectly related to specific recommendations or views expressed in this report. 
 
Other disclosures by Latin Manharlal Securities Private Limited (Research Entity) and its Research 

Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject company(s) 

covered in this report-: 

LMSPL or its associates may have financial interest in the subject company. 
Research Analyst or his/her relative’s financial interest in the subject company. (NO) 
 
LMSPL or its associates and Research Analyst or his/her relative’s does not have any material conflict of 
interest in the subject company. The researches Analyst or research entity (LMSPL) have not been 
engaged in market making activity for the subject company. 
 
LMSPL or its associates may have actual/beneficial ownership of 1% or more securities of the subject 
company at the end of the month immediately preceding the date of publication of Research Report. 
Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the 
subject company at the end of the month immediately preceding the date of publication of Research 
Report:(NO) 
 
LMSPL or its associates may have received any compensation including for investment banking or 
brokerage services from the subject company in the past 12 months. LMSPL or its associates may have 
received compensation for products or services other than investment banking or brokerage services from 
the subject company in the past 12 months. LMSPL or its associates may have received any compensation 
or other benefits from the Subject Company or third party in connection with the research report. Subject 
Company may have been client of LMSPL or its associates during twelve months preceding the date of 
distribution of the research report and LMSPL may have co-managed public offering of securities for the 
subject company in the past twelve months. 
 
 
The research Analyst has served as officer, director or employee of the subject company: (NO) 
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LMSPL and/or its affiliates may seek investment banking or other business from the company or 
companies that are the subject of this material. Our salespeople, traders, and other professionals may 
provide oral or written market commentary or trading strategies to our clients that reflect opinions that 
are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may 
make investment decisions that may be inconsistent with the recommendations expressed herein. In 
reviewing these materials, you should be aware that any or all of the foregoing, among other things, may 
give rise to real or potential conflicts of interest including but not limited to those stated herein. 
Additionally, other important information regarding our relationships with the company or companies 
that are the subject of this material is provided herein. This report is not directed to, or intended for 
distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, 
state, country or other jurisdiction where such distribution, publication, availability or use would be 
contrary to law or regulation or which would subject LMSPL or its group companies to any registration 
or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer 
to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official 
confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be 
construed as official confirmation of any transaction. No part of this document may be distributed in 
Canada or used by private customers in United Kingdom. All material presented in this report, unless 
specifically indicated otherwise, is under copyright to LMSPL. None of the material, nor its content, nor 
any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, 
without the prior express written permission of LMSPL . All trademarks, service marks and logos used in 
this report are trademarks or registered trademarks of LMSPL or its Group Companies. The information 
contained herein is not intended for publication or distribution or circulation in any manner whatsoever 
and any unauthorized reading, dissemination, distribution or copying of this communication is 
prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure 
Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board 
of India before investing in Indian Securities Market. In so far as this report includes current or historic 
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 
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