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Insider Trading: Unpleasant Event Important Statistics

> Capital markets regulator SEBI in an interim order on 24™ January 2022 M.CAP (Z Cr) 28,433
barred 14 entities for indulging in insider trading and ordered impounding ill- 52 Week H/L (%) 34,641/31,618
gotten gains of ¥2.94 crore in the matter of Lux Industries Ltd. NSE Code LUXIND

» Those barred included Mr. Udit Todi, company’s executive director and son of BSE Code 539542
the MD. SEBI'’s initial findings revealed that Mr. Todi passed price sensitive
information pertaining to financial results of the company

» The company in response to SEBI's order released media statement stating R:p:rt R:'fort Reco:_"me"d
that this is an Ex Parte Interim Order which is passed pending investigation _ tha = = Zon
and the observations are prima facie and believes that there has been no Light = 26"0ct, 3508 Buy on Dips
violation by the company in any manner & initiated the process of seeking house t2h021
required clarification and explanation from the concerned person. Q2FY22  29"Nov, 5 g0e Add on Dips

» Mr. Todi will not attend any board meeting until matter resolved. There is no Update - 2021 -
criminal liability announced till now 52 weeks high (34,641) on 17% Nov, 2021

> Management hosted a conference call on 4 Feb 2022 to discuss the Q3FY22
result and shared few details on events mentioned above and below are the
key takeaways from the conference call.

Key takeaways from Q3FY22 result

» Management’s Opening Remark — Being a responsible company, Lux Shareholding pattern (%) Dec’21
Industries Ltd always strive to increase stakeholders accountability and B 74.4
company’s business is guided by long standing dedication, high ethical Institutions 10.6
standards and transparency. Public &0Others 15.5

> Volumes & Sales Growth:

o Revenues for the quarter stood at ¥668Cr vs I540Cr, registering a growth
of 24% compared to the same period last year. This growth was led by
6% volume growth and 16% realization increase.

o Premium segment reported a flat volume growth while Mid - Premium and
Economy segment reported volume growth of 5% YoY and 9% YoY
respectively. For 9MFY22, revenues grew by 26% YoY driven by healthy
demand traction across all its product categories.

o The company is also witnessing healthy traction in the women'’s wear
portfolio, which is partially untapped by the branded players. In 9MFY22,
women’s wear brand “Lyra” contributed 13% of total revenue.

> Profitability Margin:

o Gross margin for Q3FY22 increased by 208 bps YoY to 37.6% on account
of better product mix, price increase taken by the company and lower cost
raw material inventory.

o EBITDA increased by 33% with margin expansion by 154bps to 21.7%
YoY. This was majorly attributable to improving product mix, prudent cost
rationalization that was taken by the company over a period of time.
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o Quarterly profits stood at ¥101Cr, registering a strong growth of 35% with
margin expansion by 122bps to 15.2% YoY on account of better
operational performance.
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> Demand Trend:

o Consumers are becoming more aware of the options and look for a high
fashion factor as well as comfort, hygiene, brand image, and reasonable
rates. This approach has largely graduated the business from unorganised
to organised players.

o Expecting strong demand in upcoming quarters with opening up of
economy

> Greenfield Capacity Expansion:

o The company plans to undertake a greenfield capacity expansion of ¥110
crs is on track and will be funded through internal accruals. With the
capex coming on stream, the company is expecting to generate an
incremental sales of ¥400Cr from it.

> Corporate Governance Issue Update:

o There is no observation against the company. Mr. Udit Todi also clarified
that he was never involved in such activity and will demonstrate to SEBI
for no violation and will not attend board meeting until matter resolved.

o Till now, there is no criminal liability against the company and the
company has voluntarily taken steps to make sure that there has been no
violation of rules.

> Other Highlights:

o E-commerce sales, the company is currently shipping 4000 plus online
orders daily and aims to generate revenue of ¥100Cr by next 3 years.

o The company will gradually normalize its advertising expense back to 7-
8% of its sales.

Story in Nutshell

9MFY22 Q3FY22
Category Sales Growth  Volume Growth Category Sales Growth  Volume Growth
Premium 52% 35% Premium 16% 0%
Sub Premium 19% 5% Sub Premium 9% 5%
Economy 32% 3% Economy 64% 9%

Source: Company, Way2Wealth
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Lux industries delivered strong all round performance in Q3FY22, however, given
the circumstances under which SEBI initiated an action for indulging in insider
trading make us worry and the same has dragged valuation to lower levels.

Over the years, the innerwear industry is gradually evolving from a functional
category to a fashionable one. Lux being one of the leading organized players in
the industry understood the magnitude of such shift and has delivered robust
performance in the past.

However, corporate governance issues makes us cautious about the company in
the near future. Therefore, we are terminating coverage on Lux
Industries Ltd. and advising investors to £XI/T at the current market
price. Further, we would like to watch out for company’s performance,
regulatory developments and management commentary very closely
and we may re-initiate our coverage on Lux Industries Ltd. based on
any positive developments.
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Disclaimer

Analyst Certification: I, Ashwini Sonawane the research analyst and author of this report, hereby certify that the views expressed in this research
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence
and objectivity in making any recommendations.

It is confirmed that Ashwini Sonawane, the author of this report has not received any compensation from the companies mentioned in the report in
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect,
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information
contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or
product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor
appropriate for every individual and are solely for the informational purposes of the readers. This material does not take into account the specific
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time.
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may
be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves
about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties,
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a
particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions
in it. Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from
any inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations. In no event
shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost
profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but
are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable
political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an
offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of
this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have
interest in securities / positions, financial or otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.
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Disclosure of Interest Statement Lux Industries Ltd. as on February 08, 2022

Name of the Security Lux Industries Ltd.
Name of the analyst Ashwini Sonawane
Analysts’ ownership of any stock related to the information NIL

contained

Financial Interest

Analyst : No

Analyst’s Relative : Yes / No No

Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No

Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL

Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.
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