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Company Background Important Statistics
Established in 1985, Welspun India (WIL) is one of the largest home textile MCAP (Z mn) 134,533

manufacturers globally. The company produces an entire range of home textiles for bed

52 Week H/L R 170.75/65.0
& bath linen category at its modern manufacturing facilities at Anjar and Vapi in Gujarat. eek H/L (%) L
, T - . NSE Code WELSPUNIND

Company’s state- of-the-art facility is completely vertically integrated and does complete d
process from spinning to confectioning. The company sells its products under “Spaces” BSE Code 214162
brand in India, “Christy” brand in UK and is a supplier of white-label products to 14 of
top 30 global retailers such as Wal-Mart, JC Penney and Macy's. Shareholding Pattern% Sep-21
Why we like the company? Promoters 70.36

e Undisputed champion in legacy product portfolio globally EIIII 333

o Diversified client base and increasing share of innovative products to help better Others 16.05

performance

¢ Emerging business such as flooring solutions and advanced textile to aid margin
expansion

e  Focussing on Ecommerce and branded channels, one of the growth drivers

e Increasing Free cash flow, healthy balance sheet and good returns profile
comforts us

Investment Thesis

> Undisputed champion in legacy product portfolio globally — Largest Home
Textile player in India as well as largest Indian exporters of Home Textile (HT)
products with ~45% share. Also it is largest terry towel exporter to the US (20%
market share) and holds a commanding position in bed linen (12% market share)
business. WIL's focus on building client relationship (presence across most large
retailers), innovative products (Hygrocotton, nanocore, drylon etc.) and wide
distribution network via different channels (offline and online) has helped it
improve market share over the years. Company is undergoing an asset light
expansion in its legacy product portfolio - Bed linen, bath linen and Rugs & Carpets
- total capital outlay of ~%2,250mn with a revenue addition of ¥12,000mn.

> Diversified client base and increasing share of innovative products to
help better performance — WIL enjoys longstanding relationships with top
retailers in the US and Europe and supplies to 14 of the top-30 global retailers. The
company commands lion’s share of home textiles exported out of India. Increasing
geographical and client diversification is improving the company’s risk metrics.
Company’s share of innovative products to overall topline increased to 40% of the
company’s revenue in FY21 (up from 30% in FY15) and branded product’s share
to about 20% in FY21, thereby improving margins. Management expects the share
of innovative products such as Hygrocotton to inch up to 50% going ahead.

»  Emerging business such as flooring solutions and advanced textile to aid
margin expansion — It is the only company to manufacture both hard flooring
and soft flooring under one roof and has invested ¥8,800mn till now in flooring
solutions segment. According to management, market size in this segment is
¥350,000mn globally and company expects to achieve ¥25,000mn revenue from
this over 3-5 years. While in advanced textile segment, company manufactures
products such as wet wipes, spunlace etc which find application in baby care,
personal hygiene, cosmetics, home care industries and medical sector. Company
reported ¥2600mn revenues in advanced textile segment in FY21. Management
guided the advanced textile business to grow at over 30% and expects to achieve
a turnover of ¥4000mn in FY22 and I6500mn-7000mn by FY24E.
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» Focussing on E-commerce and branded channels, one of the growth
drivers — Advent of the Covid-19 has led to an emergence of a new trend -
increased consumer spending and led to adoption of the e-commerce route.
Company has a self-imposed target of $100 mn from both channels by FY23. Its
core focus in E-commerce would be the US through e-commerce channels such as
brand.com, retailer.com, etc. As of Q2FY22, E-commerce and Branded business
grew by 42% YoY to reach ¥3560mn i.e. 14% of its total revenue

> Increasing Free cash flow, healthy balance sheet and good returns
profile comforts us — Welspun India has calibrated its capex programme post
the change in industry scenario. Company successfully improved its FCF from
859mn in FY17 to ¥5200mn in FY21 and net debt/equity from 2.2x as of FY15 to
0.6x as of FY21 due to better operating metrics. Management has plans to be net
debt free by FY25E led by positive operating leverage, improved demand from
domestic retail and growth from emerging business.

Key Risks

> Raw material risk — Cost of key raw material like cotton/cotton yam increased
to a 10-year high, coal prices have increased from $55 to $170, putting severe
stress on the company's operating margins. Company'’s inability to pass on the
price increase to the consumers can impact its performance and margin profile.

>  Client Concentration Risk — Welspun's top 10 clients account for 25% of the
company's overall revenue. Any loss of its top clients (although unlikely) can affect
company’s topline.

»  Forex Risk — Company’s ~85% of revenue is in USD, any significant rupee
appreciation can impact company’s performance.

Valuation

Leadership position in the largest exports market (USA), numero uno position in home
textile business globally, vertically integrated manufacturing facilities provide
competitive edge over peers. Domestic market which is one of the fastest growing home
textiles market presents an additional growth trigger given WIL's strong brand recall.
Company has successfully increased innovative and branded products contribution to
overall revenues over last 2-3 years and has aspirations to achieve strong growth from
this along with emerging business segments as the opportunity size is quite large in
India. We believe company’s long term story remains intact with consistent capacity
addition (across legacy portfolio) and diversification into other segments (like Flooring&
advanced textiles), further strong return ratio profile and healthy balance sheet boosts
our confidence. At CMP of ¥148.7, the stock trades at a P/E of ~27.0x which is
compelling given company’s leadership position and improving performance
and thus we recommend investors to Accumulate the stock on dips.
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Story in Charts
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Financials
(% mn)

Particulars FY18 FY19 FY20 FY21 H1FY22
Total Income 61,318 66,084 68,362 74,080 47,282
Growth% -8.80% 7.80% 3.40% 8.40% 47.40%
EBITDA 12,046 11,467 13,098 14,198 8,836
EBITDA Margin 19.60% 17.40% 19.20% 19.20% 18.70%
Depreciation 5,042 4,358 4,811 4,536 2,023
Finance cost 1,408 1,593 1,777 1,975 842
PBT (Before exceptional) 5,597 5,516 6,510 7,686 5,971
Exceptional Items - {2,647) 434 - -1
PAT (After MI) 3,850 2,098 5,074 5,397 4,166
PAT Margin 6.30% 3.20% 7.40% 6.30% 8.80%
EPS ) 3.83 2.09 5.05 5.37 4.18
Ratios FY18 FY19 FY20 FY21 H1FY22
Solvency Ratios

Net Debt/Equity 1.16 1.09 1 0.64 0.67
Net Debt/EBITDA 2.51 2.64 2.26 1.64 1.53

Operational Ratios

Current Ratio 1.42 1.25 1.19 1.33 134
Fixed asset turnover 1.8 1.81 1.77 1.93 2.25
Total asset turnover 0.84 0.84 0.81 0.85 0.96
Cash conversion cycle 96 95 93 93 83

Return Ratios
ROE 15.40% 15.20% 16.10% 16.30% 18.40%
ROCE (Pre-tax) 11.30% 10.90% 12.30% 13.80% 16.80%

Valuation Ratios
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P/E 38.83 71.10 29.50 27.00 -
PBV 4.25 4.10 4.80 3.90 =
EV/EBITDA 12.64 13.28 11.63 10.73 -
Dividend Yield 0.8 0.8 0.8 0.8 =
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Disclaimer

Analyst Certification: |, Yogita Desai, 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 ]n making any recommendations.

It is confirmed that Yogita Desai, 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; unfavourable 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.

Disclosure of Interest Statement Welspun India Ltd. as on 19" January 2022
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Name of the Security Welspun India Ltd.
Name of the analyst Yogita Desai
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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