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Company Background and Business Model Important Statistics (Rcrs)
Titan Company is a manufacturing company that produces India's largest M.Cap 74263.3
and best-known range _of personal accessories — watches, _jewelry, 52 Week H/L @) 1006/522
sunglasses and prescription eyewear. The company was established in —— —
1984 as a joint venture between Tata and the Tamil Nadu Industrial BSE Code 500114
Development Corporation. Headquartered in Bengaluru, India, the
company has manufacturing and assembly operations at Hosur,
Dehradun, Roorkee, Pantnagar and Chikkaballapur, and an electronics SrencE e
component manufacturing plant in Goa. Starting out as a watch @ors)
manufacturer, the company then diversified into the eyewear business in
2003 & the jewelry business in 2005 under the brand Tanishqg. Currently AN 25
jewelry account for ~83% of the topline while watches contribute ~14%. = Sales 13260.8 16119.7
EBITDA 1155.5 1644.7
Investment Argument EBITDA Margin 8.71% 10.20%
Reported PAT 697.3 1101.9
> Focus on growing scale in the jewelry segment — FY18 was a  PAT Margin (%0) 5.26% 6.84%
great year for the jewelry business which recorded a growth of 24.3%  EPS®® 8.17 12.75
YoY of which 23% was grammage growth. In FY18, the company has &) 99.1 63.6

added 45 Tanishqg stores, including conversion of 22 Gold Plus stores
(67k sqg. ft. of retail space added). The management has guided for Segment Wise EY17 FY18
growing this segment by 2.5x over FY18-FY23. The highlights of
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road map to achieve the same are: ®)
Watches 2061.11 2131.53 (e
o [Increase in Sale of High Value Products — The company is  Jewelry 10596.42 13256.85 %
targeting to increase sale from wedding segment from 35% of Eyewear 414.03 414.98 |
jewelry sales in FY18 to 50% by FY23. The company is also Others 334.77 371.94 >
I I I I I 0,
plan_nlng to increase sale pf high value dla_monds jewelry from 30% Corporate (unallocated) 46.29 69.51 O
of diamond jewelry sales in FY18 to 50% in FY23. =
o [Increase presence in markf,'t_‘s V_Vhere share is /aw_ — The EBIT & Margins FY17 Fv1is o
Company has identified 15-20 cities in the country where it has a ~
less than national average market share. Market share in these 17 Watches oS 20061 n )
cities is expected to increase from ~4% to ~8% by FY23. The 5.35% 9.79% 2
company also intends to focus on Central India going forward. - 997.96 1462.67 (7]
From 256 stores in 159 towns in FY18, the company is likely to Y 9.42% 11.03% -8
have 400 stores in 250 towns by FY23, which is quite remarkable 12.78 24 o
expansion, in our view. Eyewear 3.09% A (ol
e . : : <
o Consumer Programs aiding in growth of client base - 20.71 25.44 (0]
Golden Harvest Scheme continues to be one of the key pillars. A~ Others 887%  -6.84%
deposit scheme with the discounted purchase options on maturity 80,39 =4
has attracted customers. Company’s exchange policies for Corporate (unallocated) 174"0/ 91.10/
- 0 = 0

purchase of new jewelry has also helped recruit new customers.
The contribution of sale of jewelry in exchange of old jewelry has
increased from 20% to 40% of sales over the past 18 months, and
it is likely to reach 50% by FY23.

o [Increasing Share of New Product Sales — Proportion of new
products has increased consistently every year to 30% of sales as
of FY18 and is likely to reach ~50% by FY23.
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Given the company's guidance (2.5x by FY23) the jewelry business is
expected to clock a 20% revenue CAGR over FY18-23E. EBIT Margins for
the jewelry business improved from 10% in Fyl7 to 11.9% in FY18. We
believe the expansion will entail some fixed costs but over a medium
term period the operating leverage will aid margin expansion. Company
has guided for a muted QI1FY19 sales number on the back of a high
base. The growth will return in subsequent quarters.

» Watches & Accessories segment making their mark — The
company embarked on re-branding and restructuring its watches and
accessories division in FY17 which bore fruit in FY18. Adjusted for the
GST impact, Watches segment grew in double-digits in FY18, with
volume growth of 8%. EBIT margin of 13% also staged a smart
recovery. ‘Fast Track’ drove growth, with growth of 14% in FY18. The
company is launching smart watches under its economy brand
‘Sonata’. The five pillars of growth in the watches segment over the
next few years are (a) technology, (b) increasing the number of
customers, (c) new brands, (d) continued focus on profitability and
(e) growth. As part of the strategic review of the eyewear business
toward the latter part of FY18, it was decided that customer
acquisition will be a key focus area. The company had 1.4m
customers in eyewear and another 1m in sunglasses in FY18. By
FY23, it is targeting 10m customers per year.

Valuations

At its CMP of ¥836.5/-, the stock trades at —65.6x its FY18
earnings of 12.75/-. Titan is well positioned to capture
consumer demand given its strong brands and an added fillip
from the GST roll out as demand shifts to the organized sector.
Given the company’s strong growth prospects we are POS/TIVE
on the stock.
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Disclaimer

Analyst Certification: I, Shivani Vishwanathan & 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 Shivani Vishwanathan, 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 in Titan Company Ltd. as on July 13", 2018
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Name of the Security Titan Company Ltd.
Name of the analyst Shivani Vivek Vishwanathan & 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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