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Company Background Important Statistics
Incorporated in 1984. In 1989, the group ventured into garment exports. Today KPR MCAP (Zbn) %147.25
Mills is one of the largest vertically integrated apparel manufacturing companies in 52 Week H/L (?) 503.60/130.00
India. The company produces yarn, knitted fabric, readymade garments, sugar, NSE Code KPRMILL
ethanol and power. It has state-of-the-art yarn, fabric and garment production BSE Code 532889

facilities in Tamil Nadu (except for 10 mn pieces garment facility in Ethiopia). Sugar
Mill is in Karnataka.

Investment Thesis

»  Vertically integrated with strong fundamentals and presence in entire textile value
chain

Ethanol business segment a major growth driver
Product mix skewed towards garments business
Healthy balance sheet with strong return ratios provides comfort

Strong financial track record — Rev/EBITDA/PAT grew at a CAGR of 12%/13%/
22% in last decade
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Vertically integrated textile player with presence in entire value chain

»  Company is vertically integrated textile company with rich exposure in the textile
and apparel industry and presence in entire textile value chain.

»  Company has been consistently performing and successful in keeping its EBITDA
margin around ~18-22%.

»  Since 2011, Revenue, EBITDA and PAT of KPR registered CAGR growth of 12%,
13% and 22% respectively.

»  Growth of company was on the back of garment business, which has better and
stable margins compared to yarn & fabrics. In addition, quality and reliability of
garment manufacturer lead to "stickiness" of order books eventually helping
performance of company.

Sugar/Ethanol a major business growth driver
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> Currently, the company has a sugar mill of 10,000 TCD, Ethanol capacity of 130
KLPD and co-gen power of 40 MW.

> In addition, KPR is setting up a new facility with sugar capacity of 10,000 TCD,
ethanol capacity of 230 KLPD and Co-gen power of 47.5 MW which will be
operational by Nov'21/Dec’21.

> In FY21, the segment contributed ¥5,000mn (14% of total revenue) and by FY24,
when both the capacities are fully operational, expected to contribute >%10,000
mn as per management.

> Rising revenue contribution from ethanol through B-heavy molasses and
sugarcane juice -which are more profitable than the traditional one using C-heavy
molasses, will sweeten profitability of the distillery business of integrated players
such as KPR.
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Revenue skewed towards garments business

> Over FY13-21, KPR's garment segment registered a revenue CAGR of 24% to
clock %13,000mn in FY21.

» Contribution from garment segment has consequently increased from 16% in
FY13 to 39% in FY21.

> KPR is in the process of increasing the garment capacity by 42mn pieces p.a.
which is expected to be operational by Q3FY22, driving company’s profitability.

Healthy balance sheet and superior return ratios comforts us

» Company’s successful performance over the years helped keep debt lower over
FY15-FY21.

» Along with healthy EBITDA margins, KPR also has industry leading return ratios
which are fairly consistent which have improved over the years. Company’s ROE
increased from 18% in FY15 to 24% in FY21 while ROCE grew from 18% in FY15
to 22% in FY21.

Weakening dominance of China; opportunity for India

> Apart from China, no other country, except India, is possessing such end to end
capability (from farm to fashion) in textile value chain.

» Weakening dominance of China in global T&A trade driven by re-alignment of
global supply chain in search for "China + 1" strategy and geopolitical issues (like
US trade war with China) presents India with huge opportunities in exports
markets. This coupled with strong domestic market growth driven by favourable
macros (rising urbanization, increasing disposable income of middle class etc.)
presents a structural growth runway for the industry.

» Abundance of raw material with global leadership in cotton, availability of cheap
labor presents wide opportunities for country like India.
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REVENUE (X MN) ROE & ROCE DEBT TO EQUITY (X)
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Source — Company, Way2Wealth Research
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Key Concerns

> Yarn segment of the company which contributes ~38% of the total revenue has
been seeing EBITDA margin in the range of 24-29% whereas it usually had been
in the range of 15-18%. Margin compression of Yarn may depress the overall
margin.

»  Any decline in the export revenues due to lower demand from international clients
would hamper profitability of company

>  Any volatility of key raw materials such as cotton prices can affect profitability of
the company

View

Company is largest vertically integrated textile players in India with presence across
the entire value chain - from "fibre to fashion". Over FY11-21 company registered
Revenue/PAT CAGR of 12%/22%. The growth has been primarily driven by garment
segment which grew at CAGR of 24% over same period. Contribution from garment
segment increased from 16% in FY13 to 39% in FY21. To cater to increasing demand,
KPR is in the process of increasing the garment capacity by 42mn pieces p.a. which is
expected to be operational by Q3FY22, driving segment's growth. Company delivered
strong performance in Q1FY22 with revenue growing at 67.1% YoY backed by strong
growth in the textile business (growth of 85% YoY) and OPM expanding by 265bps
YoY a positive trigger. Company’s superior return ratio profile, healthy balance sheet,
further comforts us. At CMP of 3465, stock is trading at ~28x P/E on FY21 EPS
which seems justified given its past performance and future growth plans,
hence we are positive on the stock and recommend investors to
ACCUMULATE the stock on dips.
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Financial Highlights

Net Revenue
Op. Expenses
EBITDA
Depreciation
EBIT

Other Income
Interest Exp.
Reported PBT
Tax

Reported PAT

Net Profit

(Zmn)

33,526 35,302
27,307 27,006
6,219 8,296
1,371 1,467
4,849 6,829
365 388
497 328
4,717 6,889
949.9  1,736.0
3,767 5,153
3,767 5,153

Source: Company Data, Way2Wealth Research
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EBITA Margin (%)

EBIT Margin (%)
PAT m argin (%)

18.55  23.50
1446  19.34
11.11 14.44

ROE (%)
ROCE (%)

Asset/T.0 (x)
Net Debt/Equity (x)

EBIT/Interest (x)

20.61 2444
23.37  29.33
1.26 1.30
0.31 0.13
9.77  20.79

P/E

P/BV
EV/EBITDA
EV/Sales

34.44  25.18
6.95 5.52
21.79  16.00
4.04 3.76
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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 in 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 njonths. 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 KPR Mill Ltd. as on 27t October, 2021
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Name of the Security KPR Mill 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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