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Company UpdateIndia I Equities 

Key financials (YE Mar)  FY17  FY18  FY19  FY20e  FY21e 

Sales (` m)   4,665  4,603  5,024  5,347  5,764 

Net profit (` m)   746  732  803  827  898 

EPS (`)  60.6 59.5 65.2 67.1 72.8 

PE (x)  16.9 17.2 15.7 15.2 14.0 

EV / EBITDA (x)  11.6 11.7 10.2 9.9 9.0 

PBV (x)  3.5 3.1 2.9 2.8 2.7 

RoE (%)  22.7 19.3 19.4 18.8 19.8 

RoCE (%)  17.8 14.7 14.5 14.3 15.3 

Dividend yield (%)  1.9 3.6 4.3 5.1 6.2 

Net debt / equity (x)   -0.3  -0.3  -0.1  -0.1  -0.1 

Source: Company, Anand Rathi Research  

Vaishnavi Mandhaniya
Research Analyst 
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Rating: Buy 
Target Price: `1,587 
Share Price: `1,022 

Relative price performance 

Source: Bloomberg 
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Key data KEKC IN / KKCL.BO 
52-week high / low `1,560 / 991
Sensex / Nifty 37848 / 11271
3-m average volume  $0m
Market cap  `13bn / $182.2m
Shares outstanding  12m

Shareholding pattern (%)  Jun'19  Mar'19  Dec'18 

Promoters 74.3 74.3  74.3 
- of which, Pledged  -  - -
Free float 25.8 25.8  25.8 
 - Foreign institutions 9.5 9.5  11.9 
 - Domestic institutions 11.8 11.9 9.5 
 - Public  4.4 4.4 4.4 

Estimates revision  (%) FY20e FY21e

Sales 0.0 0.0
EBITDA -5.6 -6.7
EPS -5.6 -6.6

25 July 2019 

Kewal Kiran Clothing 

Volume-led revenue growth; maintaining a Buy 

Driven by healthy, ~7%, volume growth, Kewal Kiran’s Q1 FY20 
revenue growth came at 4%. The volume-led growth is in line with 
management strategy. We estimate a 7% revenue CAGR over FY19-
21, driven by 10-11% volume growth even with a 4% drop in 
realisations. We maintain our Buy rating, with a lower TP of `1,587, at 
15x FY21e EV/EBITDA. 

Revenue in line with estimates. Driven by 6.8% volume growth (to 1.09m 
pieces) and a 3.6% realisation decline (to `920/piece), Kewal Kiran reported 
4% revenue growth to `1,102m. Flagship brand Killer’s revenue grew 1% y/y 
to `562m (Killer share of revenue is 51%). Jeans, the largest category (a 61% 
share) grew 0.5% y/y. Shirts and trousers’ revenues grew a high 16% and 8%+ 
respectively. The multi-brand outlet channel (a 38% share) declined 11.5% y/y 
to `419m and large format stores (a 24% share) grew 46% to `261m.  

Lowering EBITDA margin estimates. During the quarter, the gross 
margin expanded 477bps y/y to 55.6% on account of a drop in 
manufacturing costs. The EBITDA margin, however, at 20.4% was a scant 
9bps higher y/y on account of higher selling and distribution expenses (up 
3x y/y). EBITDA at `225m grew 4.5%. Interest cost at `22m was ~100% 
higher y/y and depreciation at `24m was 58% higher y/y. The tax rate was 
28% (vs. 37% a year ago). Hence PAT at `141m rose a mere 1.6% y/y. We 
lower our FY20e and FY21e EBITDA respectively 5.6% and 6.7%, and 
PAT by a similar amount, to reflect the trend of higher selling and 
distribution expenses (discounts and incentives to drive greater volume 
growth). We maintain our FY19-21 revenue CAGR estimate of 7%.  

Valuation. We are positive on the company for its better return ratios. 
However, mounting working capital and lower-than-industry revenue 
growth are concerns. We maintain our Buy on the stock, with a target of 
`1,587 (earlier `1,706), at 15x FY21e EV/ EBITDA. Risk: Keener 
competition trimming volume and realisation growth.  

Change in Estimates   Target   Reco  
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Quick Glance – Financials and Valuations
Fig 1 –  Income statement (` m)  
Year-end: Mar  FY17  FY18  FY19  FY20e  FY21e 

Net revenues   4,665  4,603  5,024  5,347  5,764 
   Growth (%)  2.0  -1.3 9.2 6.4 7.8 

Direct costs   2,020  1,935  1,922  2,032  2,190 
SG&A   1,657  1,686  1,979  2,151  2,300 
EBITDA   988  982  1,123  1,164  1,274 
    EBITDA margins (%)  21.2 21.3 22.4 21.8 22.1 
- Depreciation   48  58  81  73  81 
Other income   175  211  220  220  220 
Interest expenses   33  50  69  129  131 
PBT   1,083  1,085  1,194  1,182  1,282 
    Effective tax rate (%)   31  33  33  30  30 
+ Associates / (Minorities)   -  -  -  -  -
Net income   746  732  803  827  898 
Adjusted income   746  732  803  827  898 
WANS   12  12  12  12  12 
FDEPS (` / sh)  60.6 59.5 65.2 67.1 72.8 
    FDEPS growth (%)  9.8  (1.9) 9.5 3.0 8.5 
   Gross margins (%)  56.7 58.0 61.7 62.0 62.0 

 
Fig 3 – Cash-flow statement (` m) 
Year-end: Mar  FY17  FY18  FY19  FY20e  FY21e 

 PBT   1,105  1,125  1,043  1,091  1,194 
 + Non-cash items  -101 -139  81  73  81 
Oper. prof. before WC  1,004  986  1,123  1,164  1,274 
 - Incr. / (decr.) in WC  -92  124  813 -15  122 
 Others incl. taxes   296  305  391  355  385 
 Operating cash-flow   801  557 -81  825  767 
 - Capex (tang. + intang.)   143  90  119  221  175 
 Free cash-flow   658  466 -199  604  592 
 Acquisitions     
 - Div.(incl. buyback & taxes)   415  490  540  648  777 
 + Equity raised   -  0  -  -  -
 + Debt raised   178  78  452  -  -
 - Fin investments  -43  52  -  -  -
 - Misc. (CFI + CFF)   30  43 (151) (91) (89)
 Net cash-flow   434 -40 -137  47 -96 
Source: Company, Anand Rathi Research  

 
Fig 5 –  Price movement  

Source: Bloomberg 

Fig 2 –  Balance sheet (` m) 
Year-end: Mar  FY17  FY18  FY19  FY20e  FY21e 

Share capital   123  123  123  123  123 
Net worth   3,581  3,992  4,300  4,479  4,600 
Debt (incl. pref.)   405  483  935  935  935 
Minority interest   -  -  -  -  -
DTL / (Assets)  4  46  55  55  55 
Capital employed  3,990  4,521  5,289  5,469  5,589 
Net tangible assets   662  676  769  948  1,043 
Net intangible assets   5  5  19  11  11 
Goodwill   -  -  -  -  -
CWIP (tang. & intang.)  72  92  22  -  -
Investments (strategic)   -  -  -  -  -
 Investments (financial)   1,882  2,315  2,367  2,367  2,367 
Current assets (ex cash)  1,690  2,006  2,742  2,838  3,059 
Cash  642  625  533  575  484 
Current liabilities  964  1,198  1,163  1,269  1,374 
Working capital   726  808  1,579  1,569  1,686 
Capital deployed   3,990  4,521  5,289  5,469  5,589 
Contingent liabilities  - - - - -

 
Fig 4 –  Ratio analysis 
Year-end: Mar  FY17  FY18  FY19  FY20e  FY21e 

P/E (x)  16.9 17.2 15.7 15.2 14.0 
EV / EBITDA (x)  11.6 11.7 10.2 9.9 9.0 
EV / Sales (x)  2.5 2.5 2.3 2.2 2.0 
P/B (x)  3.5 3.1 2.9 2.8 2.7 
RoE (%)  22.7 19.3 19.4 18.8 19.8 
RoCE (%) - after tax  17.8 14.7 14.5 14.3 15.3 
RoIC  15.5 13.3 12.7 12.6 13.2 
DPS (` / sh)  19.0 36.6 43.8 52.6 63.1 
Dividend yield (%)  1.9 3.6 4.3 5.1 6.2 
Div. payout (%) - incl. DDT  31.3 61.5 67.2 78.3 86.6 
Net debt / Equity (x)   -0.3  -0.3  -0.1  -0.1  -0.1 
Receivables (days)   83  108  129  125  125 
Inventory (days)   40  42  60  59  59 
Payables (days)   31  35  32  35  35 
CFO :  PAT   %   107.4 76.1  -10.0 99.7 85.5 
Source: Company, Anand Rathi Research 

 
Fig 6 – Region-wise revenue break-up (Q1 FY20) 

Source: Company, Anand Rathi Research
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  Q1 FY20 result highlights  
Fig 7 – Financials  
(` m)  Q1 FY20  Q1 FY19  % Y/Y  Q4 FY19  % Q/Q  FY19  FY18 % Y/Y

Sales   1,102  1,059 4.0  1,331  -17.2  5,024  4,603 9.2 

    Gross margins% 55.6 50.9 477bps 52.5 311bps 52.0 48.1 388bps

EBITDA   225  215 4.5  275  -18.3  1,123  982 14.4 

   EBITDA margins (%) 20.4 20.3 9bps 20.7 -27bps 22.4 21.3 102bps

Interest   22  11  96.4  20 7.8  69  50 38.1 

Depreciation   24  15  58.2  24 2.5  81  58 39.7 

Other income   18  33 -45.6  69  -74.1  220  211 4.2 

PBT   196  221 -11.3  300  -34.5  1,194  1,085 10.0 

Tax   55  82 -33.0  98  -44.2  391  353 10.6 

    Tax rate (%)  28.0 37.1 -910bps 32.8 -485bps 32.7 32.5 18bps

PAT   141  139 1.6  201  -29.8  803  732 9.7 

EPS  11.47  11.29 1.6  16.34  -29.8  65.17  59.43 9.7 

Source: Company 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig 8 – Volume-growth trend 

 
Source: Company 

Fig 9 – Realisation-growth trend 

 
Source: Company 
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Fig 10 – Revenue trend  

 
Source: Company 

Fig 11 – EBITDA and EBITDA-margin trends 

 
Source: Company 
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Fig 12 – Q1 FY20 channel-wise sales  

 
Source: Company, Anand Rathi Research  

 

 

 

 

 

 

 

 

 

 

Change in estimates   

We maintain our revenue growth estimates. We lower our FY20e and 
FY21e EBITDA respectively 5.6% and 6.7%, and PAT by a similar 
amount, to reflect the trend of higher selling and distribution expenses 
(discounts and incentives to drive higher volume growth).   

Fig 15 – Change in estimates 
Old estimates New estimates Change (%) 

(`m) FY20e FY21e FY20e FY21e FY20e FY21e

Revenue 5,347 5,764 5,347 5,764 0.0% 0.0%

EBITDA 1,233 1,365 1,164 1,274 -5.6% -6.7%

PAT  876 961  827  898 -5.6% -6.6%

EPS (`) 71 78 67 73 -5.6% -6.6%

Source: Anand Rathi Research 
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Fig 13 – Product-wise sales break-up (yearly) 

 
Source: Company 

Fig 14 – Q1 FY20 product-wise sales  

 
Source: Company 
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  Valuation 
We maintain our Buy rating on the stock, with a lower target price of 
`1,587 (previously `1,706) based on (the unchanged) 15x FY21e EV/ 
EBITDA. We believe that the high valuation is justified, given the 
company’s almost zero-debt status, its high cash-generating ability and 
better return ratios. More working-capital days, though, are a cause of 
concern.   

Fig 16 – Valuation parameters  
FY17 FY18 FY19 FY20e FY21e

P/E (x) 16.9 17.2 15.7 15.2 14.0

EV / EBITDA (x) 11.6 11.7 10.2 9.9 9.0

EV / Sales (x) 2.5 2.5 2.3 2.2 2.0

RoIC (%) 15.5 13.3 12.7 12.6 13.2

RoE (%) 22.7 19.3 19.4 18.8 19.8

Source: Bloomberg, Company 

Fig 17 – Valuation table  (` m) 
EBITDA 1,274 

Multiple (x) 15 

Enterprise value 19,111 

Net debt (457)

Market cap 19,568 

No. of shares outstanding (m) 12.3 

Target price (`)        1,587 

CMP (`) 1,022.0 

Upside (%) 55.3% 

Source: Anand Rathi Research 

Fig 18 – PE band 

 
Source: Bloomberg, Company 

Risk 

 Intensifying competition would trim volume and realisation growth. 
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Appendix 
 
Analyst Certification 
The views expressed in this Research Report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the 
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research 
analyst(s) in this report. The research analysts are bound by stringent internal regulations and also legal and statutory requirements of the Securities and Exchange 
Board of India (hereinafter “SEBI”) and the analysts’ compensation are completely delinked from all the other companies and/or entities of Anand Rathi, and have 
no bearing whatsoever on any recommendation that they have given in the Research Report. 
 
Important Disclosures on subject companies 
Rating and Target Price History (as of 25 July 2019) 

 Date Rating 
TP  
(`) 

Share 
Price (`) 

1 03-May-18 Hold 1,716  1,553  
2 24-Jul-18 Hold 1,784  1,470  
3 26-Oct-18 Buy 1,704  1,257  
4 24-Jan-19 Buy 1,696  1,205  
5 06-May-19 Buy 1,706  1,311  
     
     
     
     
     
     
     
     
     

 

 
Anand Rathi Ratings Definitions 

Analysts’ ratings and the corresponding expected returns take into account our definitions of Large Caps (>US$1bn) and Mid/Small Caps (<US$1bn) as described 
in the Ratings Table below:  

Ratings Guide (12 months) 
    Buy   Hold   Sell 
Large Caps (>US$1bn)   >15%   5-15%   <5% 
Mid/Small Caps (<US$1bn)  >25%   5-25%   <5% 
 
Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014 

Anand Rathi Share and Stock Brokers Ltd. (hereinafter refer as ARSSBL) (Research Entity) is a subsidiary of Anand Rathi Financial Services Ltd. ARSSBL is a 
corporate trading and clearing member of Bombay Stock Exchange Ltd, National Stock Exchange of India Ltd. (NSEIL), Multi Stock Exchange of India Ltd (MCX-
SX) and also depository participant with National Securities Depository Ltd (NSDL) and Central Depository Services Ltd. ARSSBL is engaged in the business of 
Stock Broking, Depository Participant and Mutual Fund distributor.  

The research analysts, strategists, or research associates principally responsible for the preparation of Anand Rathi research have received compensation based 
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues. 

General Disclaimer: This Research Report (hereinafter called “Report”) is meant solely for use by the recipient and is not for circulation. This Report does not 
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. The 
recommendations, if any, made herein are expression of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of 
purchase or sale of any security, derivatives or any other security through ARSSBL nor any solicitation or offering of any investment /trading opportunity on behalf 
of the issuer(s) of the respective security (ies) referred to herein. These information / opinions / views are not meant to serve as a professional investment guide for 
the readers.  No action is solicited based upon the information provided herein. Recipients of this Report should rely on information/data arising out of their own 
investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or 
making any investments. This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by 
ARSSBL to be reliable. ARSSBL or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, 
completeness, adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are 
fair and reasonable, none of the directors, employees, affiliates or representatives of ARSSBL shall be liable for any direct, indirect, special, incidental, 
consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this Report. 
The price and value of the investments referred to in this Report 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. ARSSBL does not provide tax advice to its clients, and all investors are strongly advised to 
consult with their tax advisers regarding taxation aspects of any potential investment. 

Opinions expressed are our current opinions as of the date appearing on this Research only. We do not undertake to advise you as to any change of our views 
expressed in this Report. Research Report may differ between ARSSBL’s RAs and/ or ARSSBL’s associate companies on account of differences in research 
methodology, personal judgment and difference in time horizons for which recommendations are made. User should keep this risk in mind and not hold ARSSBL, 
its employees and associates responsible for any losses, damages of any type whatsoever. 
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ARSSBL and its associates or employees may; (a) from time to time, have long or short positions in, and buy or sell the investments in/ security of company (ies) mentioned 
herein or (b) be engaged in any other transaction involving such investments/ securities of company (ies) discussed herein or act as advisor or lender / borrower to such 
company (ies) these and other activities of ARSSBL and its associates or employees may not be construed as potential conflict of interest with respect to any 
recommendation and related information and opinions. Without limiting any of the foregoing, in no event shall ARSSBL and its associates or employees or any third party 
involved in, or related to computing or compiling the information have any liability for any damages of any kind. 

Details of Associates of ARSSBL and Brief History of Disciplinary action by regulatory authorities & its associates are available on our website i.e. www.rathionline.com 

Disclaimers in respect of jurisdiction: 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 ARSSBL to 
any registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by ARSSBL in any jurisdiction (other than India), where any action for 
such purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in 
compliance with all applicable laws and regulations of such country or jurisdiction. ARSSBL requires such recipient to inform himself about and to observe any restrictions at 
his own expense, without any liability to ARSSBL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in India.  
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