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Gokaldas Exports expands its global presence through a US$ 55 million acquisition
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Important Data

Nifty 19,446
>  Gokaldas Exports Limited (GEL) through its wholly owned subsidiaries has entered into  Sensex 65,425
an agreement to acquire Atraco Group (Atraco), a leading manufacturer of apparel with a
strong market position and customer relationships across U.S. and Europe. Their product CMP %780
range includes shorts, pants, shirts, t-shirts, blouses and dresses catering across age ~ Market Gap (X Cr) ~<4,690
groups. 52W High/Low 817.70/328
Shares ofs (cr) 6.06
> Atraco was founded in 1986 and has a strong legacy of over three decades of regional 20D Avg Volume 4,04,839
leadership in the apparel business. Headquartered in Dubai, UAE, where it has its  BSE Code 532630
marketing, sourcing, product development and corporate function, Atraco operates with ~ NSE Code GOKEX
a network of four manufacturing units in Kenya and one in Ethiopia producing about 40  Bloomberg Code GOEX:IN
million garments annually.
- T
> Atraco Group’s revenue is approximately US$ 107 million with a profit after tax of US$7.2 s:)an:iretldmg Pattern () Ju?120360/
million for the calendar year 2022. It has more than 13,000+ workers spread over multiple Fil 16.20"/:
locations in Kenya, Ethiopia and UAE DIl 32:31%
> The equity value of the transaction is US$ 55 million and the same will be funded by a mix ~ _Public 40.44%
of debt and internal accruals. The transaction will comprise of acquisition of shares and i '
assets and will be subject to customary regulatory approvals. The transaction is expected Financials
to be closed by Q3 FY24 (Oct-Dec 23) (¥ Cr)
Particulars FY21 FY22 FY23
T Revenue 1211 1790 2222
Concall Highlights EBITDA 101 206 271
EBITDA Margin (%) 8 11 12
> Atraco has thrived for over 35 years in a very competitive industry due to a number of key ~ Net Profit 26 17 173
differentiators like focus on cost efficiency, emphasis on profitability and scale, strong Ezé (5) gf 122 fgg
sales and marketing expertise and long lasting relationships with its customers. RoCé & ) 153 19.2 25
>  The company sources most of its raw materials from China, Indonesia, India, Pakistan, E(/E/E()ngD AK) 152; ?]g 23;
Taiwan, and the U.A.E and exports 95% of its production to the USA. The company 5y x) 12 34 24
Sﬁgfializzsdin the production of casual wear, including shorts, pants, shirts, blouses, t- ¢, e Company, Way2Wealth
shirts, and dresses.
>  Competitive Advantage to Gokaldas Export Ltd:
o  Duty-free access to the US is a key strength, as duties range from 11% to 28%.
Exports from Kenya to the USA are eligible for duty-free concession under African
Growth and Opportunities Act (AGOA).
o  Large-scale production facilities in low cost locations, with the possibility for further
expansion to drive future growth.
o  Strong manufacturing capabilities, high employee productivity, and machine
efficiency built over the years
o  Long-standing relationships with well-recognized global apparel brands, giving the
company a strong performance track record.
Access to additional skilled resources for growth
o  Leverage the nearly mutually exclusive customer bast for cross selling opportunities
o By obtaining access to efficiently run operations in lower cost regions of Kenya and ‘
Ethiopia, Gokaldas Exports expects to be truly globally competitive 91-22-4019 2913
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»  Risk Factor:
o  AGOA is due for renewal by December 2025. Given the geopolitical factors and
significance of African regions for the USA, such benefits are likely to continue
o  Ethiopia experienced civil unrest in 2021 and 2022. This did not impact the capital
Addis Ababa, where the operations are. The peace process is on in the affected
region. There was no business impact on the company’s operations through this
period.
»  Comparative advantage of major alternate exporting countries — Kenya has duty free

access to US under AGOA which is the largest exporting African country under AGOA. In
addition it has the duty free access to EU & UK under Economic Partnership Agreement
(EPA) & Generalized Scheme of Preference (GSP) with EU & UK. Ethiopia has duty free
access to Japan, EU, UK, and Canada because of the Least Developed county Status. It
was also under AGOA but was excluded in 2022 and might be included back.

Exporting Country

Importing

China Bangladesh  Vietnam  Ethiopia Kenya India
Country
us 11-28% 11-28% 11-28% 11-28% 0% 11-28%
EU 12% 0% 0% 0% 0% 12%
Japan 9% 0% 0% 0% 9% 0%
UK 12% 0% 0% 0% 0% 12%
Canada 18% 0% 0% 0% 18% 18%

Factor Cost — Kenya and Ethiopia have low labor costs and an abundant labor pool with low
to medium skills.

Exporting Country
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Cost Elements China  Bangladesh Vietnam Ethiopia Kenya India
Coat of labour
(USS per month) 514 139 300 110 150 180
Labour Skills High High High Low-mid  Low-mid High
Cost Electricity
(USS/KWH 9-15 9 8 25 16-18 7-12
Lead Tirme 30-45 50-70 3550  60-90 600  40-60
(days)
Textile Integration High Med Med Low Low High
Atraco Valuation (CY22):
EVI/EBITDA Multiple Amount (cr
Consolidated EBITDA 81
Enterprise Value
Equity Value 454
Debt 136
Less: Cash (1.2)
EV of Atraco 589
Implied EV/EBITDA Multiple 7.3x
Peer Comparison
. Sales EBITDA PAT Net Debt
st (FY23)  (FY23)  (FY23) (310323 '  EVIEBITDA  PE
Gokaldas Export 2247 296 173 (333) 3384 114 215
Kitex Garments 601 105 57 (58) 1223 1.7 225
Pearl Global Ind 3181 278 153 119 1615 5.8 9.8
SP Apparels 1101 166 83 43 1401 8.4 16.4
KPR Mills Ltd 6248 1336 814 1108 25842 19.3 304
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Revenue Mix

FY23 FY23 FY23

14%

= Gex = Gex = ATRACO = Gex = ATRACO
PAT Mix
FY23 FY23 FY23

1% 29%

. Gex = Gex = ATRACO = Gex = ATRACO

Risk

»  Any slowdown in demand would affect sales of key categories, resulting in a moderation
of sales volume growth.

»  Key management risk: Mr. Sivaramakrishnan Ganapathi (CEO and MD) has been largely
responsible for turning around the company since his appointment in 2018; any change
in the top management could hurt GEXP’s operations and plans.

Inflationary pressure on raw material prices

»  Concentrated customer & Geographical base. The US, which is currently witnessing
inflationary pressures, accounts for ~85% of the company’s apparel sales, rendering
GEXP vulnerable to geographical concentration.

Y

VIEW

The company has established a market position and strong relationship enjoyed with large
international customers. Gokaldas Exports Limited (GEL) through its wholly owned subsidiaries
has entered into an agreement to acquire Atraco Group (Atraco), a leading manufacturer of
apparel with a strong market position and customer relationship across U.S. and Europe.

The acquisition of Atraco is an important step in this direction as it is strategically relevant,
possesses a good complementary customer base, operationally strong, and above all, a leader
in its own sphere. With this acquisition, GEL will gain access to low-cost duty-free locations for
manufacturing.

This acquisition brings in one of the largest and highly efficient manufacturing capability in the
MEA region to Gokaldas Exports, allowing the company to leverage low-cost regions for growth.

The long-term prospect for the industry remains strong with the continuing shift of global
sourcing away from China, supplier consolidation towards efficient and well-capitalized players
and, supply-side instabilities in several countries. Favourable currency, PLI, and FTAs with key
markets should drive the company to a strong future. The India-U.K. FTA negotiations have
made good progress. India is also negotiating FTA with Canada and the EU. All of these moves
have the potential to open up large markets for preferential trade.

The stock has moved up by ~30 percent from our Quick Insight note as per our
expectation. Investors can consider it an opportunity to book profits at the current
valuation. We thus recommend investors to BOOK PROFIT. However, with the industry
uptrend and strong market positioning, GEL is on course to deliver better earnings, going ahead.
Investors with risk appetite can stay invested for a long term.
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Q1FY24 FINANCIALS

(¥ Cr)

Q1FY24 Q1FY23 VAR Q4FY23 VAR FY23

Net Sales 514.7 610.6 -15.7% 523.0 -1.6%  2,222.2
Other Income 7.6 2.1 266.2% 7.1 6.6% 25.0
TOTAL INCOME 522.2 612.7 -14.8% 530.1 -1.5% 2,247.2
Cost Of Materials Consumed 224.6 295.1 -23.9% 241.1 -6.8% 1,052.4
Purchase of stock in trade 0.3 0.0 2800.0% 1.0 -71.6% 1.2
Stock Adjustment 29.8 34.1 -12.8% 33.7 -11.6% 123.6
RMC as a %age of sales 49.5% 53.9% 52.7% 53.0%

Employee Benefit Expenses 160.2 170.7 -6.2% 136.7 17.1% 619.3
EPC as a %age of sales 31.1% 28.0% 26.1% 27.9%

Job work charges 0.9 4.3 -78.0% 2.1 -54.6% 11.9
Jjob work charges as a %age of sales 0.2% 0.7% 0.4% 0.5%

(gain)/loss on account of foreign exchange 0.7 (5.0) -114.7% 1.4 -47.1% (6.7)
Jjob work charges as a %age of sales 9.8% -243.0% 19.7% -26.7%

Other Expenses 38.0 39.2 -3.1% 37.0 2.7% 149.8
Other Expenses as a %age of sales 7.4% 6.4% 7.1% 6.7%

TOTAL EXPENDITURE 454.5 538.4 -15.6% 452.9 0.3% 1,951.4
EBIDTA 60.2 72.3 -16.7% 70.1 -14.1% 270.8
EBIDTA Margins % 11.7% 11.8% 13.4% 12.2%

Finance Costs 5.5 6.4 -14.3% 74  -25.8% 25.7
PBDT 62.3 67.9 -8.3% 69.8 -10.7% 270.1
Depreciation 19.1 17.1 11.7% 19.0 0.5% 71.8
PBT 43.2 50.8 -15.0% 50.8 -14.9% 204.4
Tax 10.6 11.4 -7.0% 3.6 197.5% 31.4
Tax Rate 24.6% 22.5% 7.0% 15.4%

Reported Profit After Tax 32.6 39.4 -17.3% 47.2 -31.0% 173.0
PATM % 6.3% 6.5% 9.0% 7.8%

Other Comprehensive Income 20.3 (31.8) 32.1 (22.2)
Total Comprehensive Income 52.9 7.6 593.1% 79.2 -33.3% 150.7

Basic:

EPS 5.4 6.5 -17.5% 7.8 -31.1% 28.6
Equity 30.3 30.3 30.3 30.3
Face Value 5.0 5.0 5.0 5.0

Source: Company, Way2Wealth
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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.

Disclosure of Interest Statement Gokaldas Exports Ltd. as on 30 August 2023

Name of the Security Gokaldas Exports Ltd.
Name of the analyst Ashwini Sonawane
Analysts” ownership of any stock related to the information contained NIL

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.

Investment in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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