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Market Cap Rs8.6bn/US$115mn  Year to Mar 2019 2020 2021E 2022E 
Bloomberg KKCL.BO/KEKC IN  Revenue (Rs mn) 5,024 5,297 3,531 5,261 
Shares Outstanding (mn)              12.3   EBITDA (Rs mn) 1,124 951 469 910 
52-week Range (Rs) 1032/621  Net Income (Rs mn) 803 730 388 711 
Free Float (%) 25.7  % Chg YoY 9.6 (9.1) (46.8) 83.2 
FII (%) 9.5  P/E (x) 10.7 11.8 22.2 12.1 
Daily Volume (US$'000)                 24   CEPS (Rs) 72 66 37 65 
Absolute Return 3m (%)            (11.9)  EV/E (x) 6.0 7.1 14.3 7.3 
Absolute Return 12m (%)            (27.8)  Dividend Yield (%) 4.9 6.2 2.3 4.1 
Sensex Return 3m (%)              17.0   RoCE (%) 16.5 14.5 8.1 13.2 
Sensex Return 12m (%)                2.2   RoE (%) 19.4 16.7 8.5 14.7 
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Q1FY21 result review 
and earnings revision 

Branded 
Apparels 
 
Target price: Rs750 
 
Earnings revision 
(%) FY21E FY22E 
Sales ↓     25.6 ↓   4.7 
EBITDA ↓     35.9 ↓   4.5 
PAT ↓     32.3 ↓   3.8 
 
 
Target price revision 
Rs750 from Rs780 
 
Shareholding pattern 

 
Dec 
'19 

Mar 
'20 

Jun 
'20 

Promoters 74.3 74.3 74.3 
Institutional  
investors 21.2 21.2 21.3 
  MFs and others 11.7 11.7 11.8 
  FIs and Banks - - - 
  FIIs 9.5 9.5 9.5 
Others 4.5 4.5 4.4 

 

Source: BSE 
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Kewal Kiran Clothing  ADD 
 Maintain 

Strong balance sheet to cushion downside Rs699 
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Dharmesh Shah 
shah.dharmesh@icicisecurities.com 
+91 22 6637 7480 
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+91 22 6637 7254 

Kewal Kiran Clothing’s (KEKC) Q1FY21 EBITDA loss stood at Rs162mn on sharp 
94% YoY decline in revenues to Rs70mn owing to Covid lockdown. Gross margin 
fell 1,400bps YoY to 42% owing to higher share of low-margin trading business 
(accessories, etc.). Net cash declined by Rs104mn QoQ to Rs1.77bn (21% of 
MCap) as of Jun’20-end mainly on dividend payment as weak OCF and capex of 
Rs20mn was funded through working capital release in Q1FY21. Factoring-in the 
extended lockdown and muted consumer sentiment, we reduce our EBITDA and 
EPS by 33-36% for FY21E and 4-5% in FY22E. We reduce our target price to 
Rs750/share (earlier: Rs780) based on 13x FY22E P/E. Maintain ADD. 

 Revenues sharply declined 94% YoY to Rs70mn owing to Covid lockdown. KEKC 
witnessed higher impact of the lockdown than its peers because of its greater 
dependence on MBO channels (>40%) and very low presence in e-commerce/ 
online channels. Festive season sales from Oct’20 will be the first indicator of any 
real change in consumer sentiment, which till then is likely to remain muted. 

 EBITDA loss stood at Rs162mn owing to sharp decline in revenues. Gross margin 
sharply contracted by 1,400bps YoY to 42% on higher share of low-margin trading 
business (accessories, etc.). Employee costs declined 30% YoY to Rs107mn. 
Administrative expenses increased 11% YoY to Rs73mn as it includes an additional 
provision of Rs43mn towards recoveries. Other income increased 3.2x YoY to 
Rs57mn. Net loss stood at Rs88mn vs PAT of Rs141mn in Q1FY20. 

 KEKC generated marginal FCF of Rs8mn as negative OCF of Rs71mn and capex 
of Rs20mn was funded through working capital release of Rs99mn. Receivables 
declined 24% QoQ to Rs1.3bn as of Jun’20-end. Net cash shrunk by Rs104mn QoQ 
to Rs1.77bn (21% of MCap) as of Jun’20-end mainly on dividend payment. 
Company may revisit its dividend policy post the change in tax laws in FY21 Budget, 
in our view. 

 We have broadly modelled flat revenue, EBITDA and EPS CAGRs over FY20-
FY22E after factoring-in 50% EBITDA drop in FY21E. To recap, FY20 revenues 
increased 5% YoY to Rs5.3bn led by similar growth in volumes. EBITDA declined 
15% YoY to Rs951mn with the margin shrinking 440bps YoY to 18% owing to 
investments across channels (high discounts) to support revenue growth. 
Company’s net cash status, leadership margins and return ratios plus higher 
dividend yield cushion the downside. 
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Table 1: Q1FY21 result review  
(Rs mn, year ending March 31) 

Result Review Q1FY21 Q1FY20 % YoY Q4FY20 % QoQ 
Net sales 70 1,102 (93.6) 1,266 (94.5) 

      Raw materials 21 411 (95.0) 503 (95.9) 
Employees cost 107 153 (30.4) 181 (40.9) 
Manufacturing expenses 20 78 (73.9) 163 (87.5) 
Admin expenses 73 66 10.6 86 (15.2) 
Selling & Distribution expenses 11 169 (93.4) 119 (90.6) 
Total Expenses 232 877 (73.6) 1,052 (78.0) 

      EBITDA (162) 225 NA 215 NA 

      Interest           20            22  (10.0)         20  (0.5) 
Depreciation           18            24  (27.3)         16  7.3  
Other income           57            18  217.4          39  46.4  
Recurring pre-tax income        (143)         196  NA       217  NA 

 
     

Extraordinary income/(expense)  - - NA - NA 
 Taxation  (54) 55 NA 59 NA 
 Reported Net Income  (88) 141 NA 158 NA 
 Recurring Net Income  (88) 141 NA 158 NA 

 
     

Ratios (%) 
     Gross margin        41.7         55.6        47.4   

EBITDA  margin    (230.5)        20.4        17.0   
Net profit margin    (126.1)        12.8        12.5   

Source: Company data, I-Sec research 
 

Table 2: Earnings revision  
(Rs mn) 

 

FY21E   FY22E  
Revised Earlier % chg Revised Earlier % chg 

Revenue  3,531 4,743 (25.6) 5,261 5,521 (4.7) 
EBITDA  469 732 (35.9) 910 953 (4.5) 
PAT 388 574 (32.3) 711 739 (3.8) 
Source: I-Sec research 
 

Table 3: Valuations based on 13x FY22E P/E   
Target P/E multiple (x) 13 
FY22E EPS 57.7 
No. of shares (mn) 12 
Target price per share (Rs)  750 

Source: Company data, I-Sec research 
 

Chart 1: Rolling P/E Chart 2: Rolling EV/E 
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Financial summary  
Table 4: Profit and loss statement 
(Rs mn, year ending March 31) 

 FY19 FY20 FY21E FY22E 
Operating Income (Sales)     5,024      5,297      3,531      5,261  
Operating Expenses     3,900      4,346      3,062      4,351  
EBITDA     1,124         951         469         910  
  % margin       22.4        18.0        13.3        17.3  
Depreciation & Amortisation          81           82           74           95  
Gross Interest          69           88           79           79  
Other Income        220         175         192         196  
Recurring PBT     1,194         956         508         931  
Add: Extraordinaries           -              -              -              -    
Less: Taxes        390         226         120         220  
Net Income (Reported)        803         730         388         711  
Recurring Net Income        803         730         388         711  
Source: Company data, I-Sec research 
 

Table 5: Balance sheet 
(Rs mn, year ending March 31) 

  FY19 FY20 FY21E FY22E 
Assets     
Total Current Assets     3,274      3,563      3,368      3,999  
Current Liab. & Prov.     1,163         971         610         896  
Net Current Assets     2,112      2,593      2,758      3,104  
Investments of which     2,357      1,952      1,952      1,952  
     Strategic/Group           35           35           35           35  
    Marketable      2,323      1,917      1,917      1,917  
Net Fixed Assets*         826         854         883         893  
  of which     
    Capital Work-in-Progress         22          29          29          29  
Total Assets     5,294      5,399      5,593      5,949  
of which cash & cash 
equivalents 

   2,855     2,719     2,768     2,819  

     
Liabilities     
Borrowings 935 880 880 880 
Minority Interest 55 55 55 55 
Equity Share Capital       123        123        123        123  
  Face value per share (Rs)          10           10           10           10  
Reserves & Surplus     4,182      4,341      4,535      4,891  
Net Worth     4,305      4,464      4,658      5,014  
Total Liabilities     5,294      5,399      5,593      5,949  
Source: Company data, I-Sec research  
 

Table 6: Quarterly trend 
 (Rs mn, year ending March 31) 

 Sep-19 Dec-19 Mar-20 Jun-20 
Net sales 1,667 1,262 1,266 70 
% growth (YoY)    9.5     13.6     (5.0)     (93.6)  
Recurring EBITDA 378 133 215 (162) 
Margin (%) 22.7 10.6 17.0 (230.5) 
Other income 64 55 39 57 
Extraordinaries Inc / (Loss) - - - - 
Recurring Net Income 316 115 158 (88) 
Source: Company data 

Table 7: Cashflow statement 
(Rs mn, year ending March 31) 

  FY19 FY20 FY21E FY22E 
 Operating Cashflow   722 663 270 611 
 Working Capital changes  (781) (237) (117) (295) 
 Capital Commitments  (116) (112) (103) (105) 
 Net Operating FCF  (175) 315 51 211 
 Investing Activities  137 569 192 196 
 Issue of Share Capital  - - - - 
 Buyback of shares  - - - - 
 Inc(Dec) in Borrowings  452 (55) - - 
 Dividend paid   (498) (564) (194) (356) 
 Others  - - 0 - 
 Extraordinary Items  - - - - 
 Chg. in Cash & Bank   (83) 265 48 51 
Source: Company data, I-Sec research 
 

Table 8: Key ratios 
(Rs mn, year ending March 31) 

 FY19 FY20 FY21E FY22E 
Per Share Data (Rs)     
 EPS(Basic)         65.2      59.2      31.5      57.7  
 Diluted Recurring EPS          65.2      59.2      31.5      57.7  
 Diluted Recurring CEPS          71.7      65.9      37.5      65.4  
 Dividend per share          34.0      43.0      15.7      28.8  
 Book Value           349       362       378       407  

     
 Growth Ratios (% YoY)      
 Operating Income   9.1 5.4 (33.3) 49.0 
 EBITDA   14.4 (15.4) (50.7) 93.9 
 Recurring Net Income   9.6 (9.1) (46.8) 83.2 
 Diluted Recurring EPS   9.6 (9.1) (46.8) 83.2 
 Diluted Recurring CEPS  11.8 (8.1) (43.1) 74.6 
     
 Valuation Ratios (x)      
 P/E  10.7 11.8 22.2 12.1 
 P/CEPS  9.7 10.6 18.6 10.7 
 P/BV  2.0 1.9 1.9 1.7 
 EV / EBITDA  6.0 7.1 14.3 7.3 
 EV / Operating Income  1.3 1.3 1.9 1.3 
     
 Operating Ratios (%)      
 Raw Material / Sales   38.2 40.2 40.2 40.2 
 SG&A expenses / Sales   8.1 12.8 11.3 12.3 
 Other Income / PBT  18.4 18.3 37.8 21.0 
 Effective Tax Rate   33 24 24 24 
 NWC / Total Assets   0.3 0.3 0.3 0.4 
 Receivables (days)  108 120 117 116 
 Payable (days)  67 66 60 60 
 D/E Ratio (x)  (0.4) (0.4) (0.4) (0.4) 
     
 Profitability Ratios (%)      
 Rec. Net Income Margins   16.0 13.8 11.0 13.5 
 RoCE   16.5 14.5 8.1 13.2 
 RoNW   19.4 16.7 8.5 14.7 
 Dividend Payout   52.2 72.6 50.0 50.0 
Source: Company data, I-Sec research 
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, 

Inc. (Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are 

as follows: Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com, 

Rishi_agrawal@icicisecuritiesinc.com. 
 

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports 

and no charges are levied for providing research reports to such investors." 
 

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise) 
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return 
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