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BUY Fund raise worth Rs. 24bn in last six months, addresses crucial issue of mounting debt

Current Price 165 burden worth Rs. 32.50bn.

Target Price 187 . . . .

Upside/Downside 13% In its mOft rece.nt boa'rd meeting, compan){ has c.lp;.aroved issue of equity through
preferential basis to Flipkart Investments private limited (FPI) worth Rs. 15bn at Rs.

52W range 96/281

Key Share Data

205 per share (i.e. premium of 27% to CMP) Flipkart will own 7.8% stake post
allotment subject to regulatory approvals

Market Cap (Rs.bn) 127.74  Total Number of shares will increase from 864.44mn to 937.4mn i.e. dilution of 8.4%,
Market Cap (USS mn) 1726.21  Promoter holding post dilution will reduce to 55.13% from 59.79% currently.
No of o/s shares (mn) 937.62 (full
dillution)  Object of the fund raise is to strengthen its balance sheet, following are the key data
Face Value 10 points:
Monthly Avg. 1)Total Net Debt as of Q1FY21 stood at Rs. 32.50bn.
vol(BSEgrew byNSE) 2)Money raised via rights issue: at Rs. 9.9bn.
Nos’000 5283.35 3)Money via Inventory reduction expected: at Rs. 5bn
BSE Code 535755  4)Money via further fund raise: Rs. 15bn
NSE Code ABFRL
Bloomberg ABFRL:IN  On Q1FY21 conference call, company guided for a debt level of Rs. 20bn by FY21 end,

Price performance

e ABFRL e Sensex

but one can expect a higher amount of debt reduction, which is extremely positive for
the company

Another object of the fund raise is to accelerate its growth trajectory through scale up
of existing businesses as well as increase presence in the new high growth categories

140 such as Innerwear, Athleisure, casualwear and ethnic wear. This partnership, will give
120 access to Flipkart and Myntra to the premium international and Indian brands of ABFRL

100 and will help further strengthen ABFRL’s omni channel presence.
80 Outlook: We find this move to be extremely positive for ABFRL on several counts, (i) on
60 immediate basis it addresses debt concern and gives the company ability to be near
40 debt free, (ii) company can strengthen its Omni Channel strategy greatly through
Q\@f’ < o & Q\@ﬁ Flipkart's Pin code reach and (iii) higher focus on high growth adjacent businesses
oy o o o > (innerwear, athleisure, ethnic wear) in medium term can reduce dependance on “office
wear”. We remain positive on the developments and the long-term prospects of the

% Shareholding Sept-20 July-20 company.

Promoters >9.79 >9.79 Valuation: on fully diluted basis (post rights issue+ further fund raise), on EV/EBITDA
Public 32.69 32.69 basis, the stock trades at 10.7x FY22e EBITDA of Rs. 14532.4mn. we assign a 12x FY22
Others 0.52 0.52 EV/EBITDA multiple and arrive at a target price of Rs. 187, i.e. upside of 13%.
Total 100.0 100.0 Currently we have maintained the same multiple as given in Q1FY21 result update,

Financials (Rs. Mn)
Year Op Income

% Growth

EBIDTA

and will upgrade post current quarter results and outlook. We remain positive on the
stock and thus recommend investors to BUY the stock.

OPM% PAT % Growth EPS PE(x) ROE% ROCE%

FY19 811772  132% 55407  6.8% 32122 172.7% 42 395 2%  13%
FY20 874253  71.7% 122537  14.0% (1439.0) -144.8% (19) (882) -13%  12%
FY21e 46,3978  -46.9% 27232  59% (6,1415)  326.8% 66) (250) 21%  -T%
FY22¢ 904145  94.9% 145324  16.1% 14929  -124.3% 16 1030 5% 12%
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P&L (Rs mn) FY18 FY19 FY20 FY21E FY22E | | Cash Flow St. (Rs. mn) FY18 FY19 FY20 FY21E FY22E
Net Sales 71,7207 811772 874253 463978 90,4145 || NetProfit 11779 32122 (1,439.0)  (6,141.5) 1,492.9
Add: Dep. & Amort. 2,805.2 2,823.3 8,768.2 82723 9,822.7
Minority Interest - - - - -
Cost of sales 67,0379 756365 751716 436746  75882.1 || Cash profits 3,983.1 6,035.5 7,329.2 21308  11,315.6
(Inc)/Dec in
Operating Profit 4,682.8 5540.7 12,253.7 XA IS Xy X W | -Sundrydebtors (996.6)  (2,347.5) (536.0) 39429 (4,210.9)
Depreciation 2,805.2 28233 87682 82723 9,822.7 || -Inventories (2,599.5)  (2,300.8)  (4,2812) 56976 (4,497 6)
PBIT 18776 27174 34855  (5549.1) 47097 || -Loans/advances (3.0) 9.1) (20.5) (8.8) (9.6)
Otherincome 328.1 647.8 650.9 2,097.9 1,485.0 || -CurrentLiab and Provisions 8,364.1 11,1159 (2,210.5) (13,322.7) 9,691.2
Interest 1,716.0 18742 42273 4,025.7 4,198.8 | | ™ Other Assets (881.6)  (2,729.0) (572.7) (999.4) (909.5)
*-Non Curent security Deposit (376.3) (197.3) (277.3) 60.0 (233.9)
Profit before tax 489.7 14910 (90.9)  (7,477.0) 1,995.8 | | Change in working capital 3,507.1 35322 (7,898.2)  (4,630.5) (170.3)
Exceptional and Extra Ordinary - - - CF from Oper. activities 7,490.2 9,567.7 (569.0)  (2,499.7) 11,1453
share of profitloss in JV - - - - -
PBT ( Post Extra Ordinary) 489.7 1491.0 (90.9)  (7,477.0) 1,995.8
Provision for tax (688.2)  (1,7212) 1,348 (1,335.5) 503.0 | | CF from Inv. activities (4,446.8)  (4,265.7)  (7,009.3) (6,637.4)  (9,233.3)
Reported PAT 1,779 32122  (1,439.0) (6,141.5) 14929
MI - - - - - | | CF from Fin. activities (2,562.1)  (5,455.8) 9,6549 22,6854 (2,738.4)
Adjusted PAT 1,177.9 32122 (1,439.0) (6,141.5) 14929
Cash generated/(utilised) 4813 (153.8) 2,0766  13,548.3 (826.3)
Cash at start of the year 246.6 7279 57441 26507  16,199.0
Cash atend of the year 7279 5741 26507 16,1990 153727
7279 5741 26507 16,1990 153727
(0.0) (0.0) 0.0 - (0.0)
Balance Sheet FY18 FY19 FY20 FY21E FY22E Ratios FY18 FY19 FY20 FY21E FY22E
Equity capital 7,716.9 77348 773938 9,376.2 9,376.2 | | OPM 6.5 6.8 14.0 59 16.1
Reserves 32142 65540 31192 20,0267 23,781.2|| NPM 16 39 (1.6) (12.7) 16
Net worth 10,9311 14,2888 10,859.0 29,4029  33,157.4 || Taxrate (140.5) (1154)  (1,483.1) 179 252
Minority Interest - - - - -
Non Current Liabilites 14,6971 10,1267 29,2593 305084 29,3434 | | Growth Ratios (%)
Net Sales 8.6 132 77 (46.9) 94.9
Current Liabilites 31,7102 417952 56,7713 416518  52,500.5 | | Operating Profit 70 183 121.2 (77.8) 433.7
PBIT (3.7) 447 28.3 (259.2) (184.9)
CAPITAL EMPLOYED 57,3384  66,210.7 96,889.6 1,01,563.1 1,15,001.3 JREAN 120.2 1727 (144.8) 326.8 (124.3)
Non Current Assets 30,8354 325191  55,380.7 55,254.5 60,025.2 | | Per Share (Rs.)
Net Eamings (EPS) 1.53 42 (1.9) (6.6) 16
Fixed Assets 7,685.9 71827 291235 289409  33,343.9 | | Cash Earnings (CPS) (2.1) 05 (13.2) 23 121
Non Current Investments 421 421 1,700.1 1,700.1 1,700.1 | | Dividend - - - - -
Non Current tax assets 187.5 162.0 2225 2225 222.5 | | Book Value 142 185 14.0 314 354
Long Term Loans and Advances 29.0 30.8 34.3 36.0 37.8 | | Free Cash Flow 39 6.9 9.8) 9.7) 20
Other NON Current Assets 1,0914 1,159.1 764.8 879.5 10114
Goodwill 18,596.0 18,5960 185960 185960  18596.0
Deferred Tax Assets 688.2 2,633.8 1,949.6 1,949.6 1,949.6
Security Deposits 25153 27126 29899 2,929.9 3,163.8
Current Assets 26,503.0 33,6916 41,5089 46,308.5 54,976.1 | | Valuation Ratios
Current investments - - - - - PIE(x) 107.4 39.5 (88.2) (25.0) 103.0
Inventories 16,9120 192128 234940 17,7964 22,2940 | | P/B(x) 116 89 17 52 46
Trade Receivables 55184 78659 84019 4,459.0 8,669.9 | | EVEEBIDTA(x) 306 250 121 58.5 10.7
Cash and Bank Balances 7279 5741 2,650.7  16,199.0  15372.7 | | Div. Yield(%) - - -
Short Term Loans and Advances 46.9 542 712 78.3 86.2 | | FCF Yield(%) 24 4.2 (6.0) (5.9) 12
Other Current Assets 32978 59846  6,891.1 77758 8,553.3
Return Ratios (%)
ROE 11% 22% -13% 21% 5%
8 66,210 96,889.6 01,56 00 ROCE 8% 13% 12% 1% 12%
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D& B (CIN_U67120MH1997PTC111186) was established in 1997 and is an integrated financial
services player offering an extensive range of financial solutions and services to a wide spectrum of customers with varied needs ranging from equities to mutual funds
to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE). D&B along with its affiliates offers the
most comprehensive avenues for investments and is engaged in the securities businesses including stock broking (Institutional and retail), depository participant,
portfolio management and services rendered in connection with distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of
associates are available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INH000001246 as per SEBI (Research Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered in any time
in the past. It has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled
by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice letters or levied minor penalty on D&B for
certain operational deviations in routine course of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her
personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related
to specific recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject
company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.
The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of
publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the subject No
company at the end of the month immediately preceding the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No
Whether the research Analyst has served as officer, director or employee of the subject company No
Whether the Research Analyst has received any compensation from the subject company in the past twelve months No
Whether the Research Analyst has managed or co-managed public offering of securities for the subject company in the No
past twelve months

Whether the Research Analyst has received any compensation for investment banking or merchant banking or brokerage No
services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation for products or services other than investment banking or No
merchant banking or brokerage services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits from the subject company or third party in No
connection with the research report

D&B and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our salespeople, traders,
and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions
expressed herein, and our proprietary trading and investing businesses may make investment decisions that may be inconsistent with the recommendations expressed
herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest including
but not limited to those stated herein. Additionally, other important information regarding our relationships with the company or companies that are the subject of this
material is provided herein. This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject D&B or
its group companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to any
U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this
message should not be construed as official confirmation of any transaction. No part of this document may be distributed in Canada or used by private customers in
United Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to D&B. None of the material, nor its content, nor any
copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of D&B . All trademarks,
service marks and logos used in this report are trademarks or registered trademarks of D&B or its Group Companies. The information contained herein is not intended
for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is
prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as
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prescribed by Securities and Exchange Board of India before investing in Indian Securities Market. In so far as this report includes current or historic information, it is

believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Contact Email ID Contact No. Sector

Auto, Auto Ancillary,
Mr. Kunal Bhatia kunal.bhatia@dalal-broacha.com 022 67141442 FMCG
Mrs.Charulata Gaidhani charulata.gaidhani@dalal-broacha.com 022 67141446 Pharma /Healthcare
Mr. Mayank Babla mayank.babladalal-broacha.com 022 67141412 |.T/Telecom/Media
Mr. Avinash Tanawade avinash.tanawade@dalal-broacha.com 022 67141449 BFSI
Mr. Akshay Ashok akshay.ashok@dalal-broacha.com 022 67141486 BFSI
Mr. Suraj Nandu suraj.nandu@dalal-broacha.com 022 67141438 Associate

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021
Tel: 91-22- 2282 2992, 2287 6173, Fax: 91-22-2287 0092
E-mail: equity.research@dalal-broacha.com
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