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 KEY FUNDAMENTALS 
  
vScore:  vScore (Value Score) is our proprietary company rating system f  
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Assured…                                                             

 
AL will focus on expanding asset light garment segment – 

Arvind Ltd, (AL) is the largest textile company in India and is a part of the Lalbhai group. 
AL was the pioneer in the denim space in India and entered the export market for Denims 
in 1987-88. Currently it is the leader in the denim manufacturing space and supplies to 
customers like GAP, Lee, Wrangler, Levi’s etc. Apart from denim, AL  has also emerged 
as a leading manufacturer in the woven space (with customers like Madura Garments, 
Marks & Spencers etc.) and is now enhancing its presence in the garmenting segment 
(which has customers like GAP, Tommy Hilfiger, Calvin Klein etc). Apart from the textile 
space, AL has also developed a highly successful brand and retail business and boasts 
of marquee brands like Arrow, Tommy Hilfiger, Flying Machine, US Polo, Calvin Klein, 
Hanes etc. Megamart, which is the largest value retail chain in India,underpins AL’s  foray 
in the retail space.  

PROMOTERS            -  44%  

BANKS, MFs & DIIs   -  17% 

FIIs                             -  15%  

PUBLIC                     -   24% 

Strong Q4FY16 Performance – 
 
Arvind Ltd reported a steady sales growth of 14% yoy in Q4 FY16 led by 
better product mix totaling Rs 2319 crs from 2040 crs in Q4 last year. This 
was reflected in a EBIDTA growth of 15% at Rs 296 crs from Rs 259 crs in 
Q4 last year  and a strong 129% increase in PAT. The PAT for Q4FY16 
stood at Rs 110 crs as compared to Rs 48 crs in Q4 last year 
 
For FY16 the company has recorded a topline of Rs 8450 crs from Rs 7851 
crs – up by 8% a  EBIDTA of  Rs 1072 crs from Rs 1012 crs – up by 6% 
while PAT is placed at Rs 372  crs from Rs 388 crs last year  
 
 
AL is targeting a target of $1 billion in B&R segment by 2020E – 
 
As per the management AL plans to scale up its revenues to $1 billion 
(Rs 6500 crs) from current Rs 2641 crs in the B&R segment by 2020E. It 
has guided to open 200 new retail stores in FY17 with higher focus on 
speciality retail segment, which comprises brandslike GAP, Sephora & 
Aeropostale, The Children’s place (TCP).  
 
In FY16,AL opened 98 new stores adding up to 1049 stores under its 
brands & retail segment. It has continued its focus on the brands 
segment where it added 146 new stores while it reduced its store count 
of Mega Mart from 140 stores to 92 stores in Q4FY16. In FY16, it had 
spent Rs 225 crs in expansion of the B&R segment. Going forward, 
enhanced retail coverage with benefits of operating leverage and 
maturity of older stores will lead to better margins resulting in higher 
earnings growth 
 

 
 
 

YE                         FY16  FY17   FY18 

Rev  Gr%                  8   14      15  

EBIDTA Gr%             6  16      16 

PAT Gr%                 -4   20      24 

EPS Gr%                 -4    20      24 

Roe %                     13    14     15 

Roce %                     9    10     11 

EPS (Rs)      14.45  17.33  21.51    

P/E (x)                               18    14       

 

FACE VALUE   Rs              10.00 

DIVD YIELD %                     0.78 

52 WK HI/LOW           365/216        

NSE  CODE                     ARVIND  

BSE CODE                       ARVIND   

MARKET CAP      RS   7972  CRS 

 



 
AL will focus on expanding asset light garment segment – 
 
Future growth of AL’s textile business is expected to be driven by aggressive vertical integration in the asset light 
garmenting business. It plans to expand its garment capacity to 40 million pieces in the next three years from 28 million 
pieces as on Q4FY16. On the back of this, the company plans to increase its current contribution from garments from 
16.5% in FY16 to 20% by FY18. AL manufactures garments for associated international brands like Tommy Hilfiger, 
Calvin Klein and GAP for which it also has distributing licenses. For power brands like Arrow and Polo, AL manufactures 
100% of its domestic requirements. 
 
Focus on Omni channel with the launch of nnnow.com – 
 
In the quest to upgrade customer experience through Omni channel and leverage its global brands on a digital platform 
AL has launched ‘nnnow.com’, which provides access to a complete range of Arvind brands online. Prior to this, it had 
also launched ‘Creyate’, which provided online custom clothing experience. 
 
The Brands & Retail division (32% of revenue) during Q4FY16 showed that revenue increased 30% YoY to Rs 7.7 bn on 
the back of robust growth in brands segment, while EBITDA margin for the segment improved 400 bps to ~8%. Growth 
was largely driven by distribution expansion as like to like growth in brands was ~3%. 
 
Powerbrands continued its strong performance with 31% YoY revenue increase with 270 bps improvement in margin to 
14.4%. With lower investments in brands and restructuring of Megamart(Retail) completed, we expect marginw to improve 
further. GAP, The Children’s Place and Sephora has received an encouraging response, with most new brands having 
achieved EBITDA breakeven. The management is confident of 25% revenue growth in FY17 with margin improvement of 
75-100 bps. 
 
Going ahead the management has laid out a 3-pronged strategy: (1) Sign up for new brands which can achieve Rs 5 bn 
revenue within 3 years and EBITDA positive in the 2nd year; (2) Capture adjacencies by foraying into beauty products 
(demonstrated by its recent tie-up with Sephora) and shoes; (3) use the online omni channel www.nnnow.com which 
unlike other e-commerce players is not focused on gross merchandise value (GMV) but used as a one-stop platform 
which will showcase 100% products from 35 brands which are spread across 1,200 stores in India. Besides having its 
own brands, Arvind could also use this channel for other select brands.  
 
Over the next 3 years, the AL management expects Brands & Retail business division to generate sufficient cash flow 
(capable enough to fund its own growth). 
 
 
Brand & Retail segment to drive consolidated revenue growth – 
 
AL plans to leverage its manufacturing capabilities by aggressive forward integration in the brand & retail space. It has 
been focusing on international bridge to premium brands in India. Currently, its power brands comprise US Polo, Tommy 
Hilfiger, Flying Machine & Arrowcomprising 58% revenues of B&R segment. Overall, the B&R segment registered stellar 
growth of CAGR 45% in FY12-16. Revenues of the B&R segment have grown from 22% in FY11 to 32% in FY16, which is 
further expected to grow up to 36% of the total consolidated revenues by FY18E 
 
Solid financial performance – Revenue growth and margin expansion to continue – 
 
We estimate AL’s earnings to witness a CAGR of 12-15% over FY16-18E. This will be driven by steady  revenue growth 
(10-12% CAGR over FY16-18E) and a steady EBITDA margin expansion over the same period.  
 
Over the last 2 years starting 2014 onwards, AL has maintained its operating margins between 12% to 13% in FY16 and it 
has been able to maintain a return on equity of 13% and a ROCE of around 9%. We expect a significant improvement in 
both ROCE and ROE over the next 2 years as we expect the domestic market to grow at a healthy clip where there is 
good scope for margin improvement and revenue growth.  
 
 

 

 



 
Business Outlook & Stock Valuation –  

On a rough cut basis, in FY17, Topline will see a steady rise wherein Topline is expected to touch Rs 9633 crs.  

On the bottomline level we expect the company to record a PAT of Rs 447 crs in FY17E. Thus on a conservative basis, 
AL   should record a EPS of Rs around Rs 17.33 for FY17E. For FY18E our expectation is that earnings traction for AL 
would continue to be strong wherein we expect a EPS of Rs 21.51 respectively.   
 
The AL management has guided for 15% consolidated revenue growth, primarily driven by growth in Brands&Retail 
business. EBITDA margin for Brands & Retail segment islikely to improve sharply due to better operating leverage. 
 
Given AL’s expertise in manufacturing garments, coupled with its positioning as the most preferred franchisee/distribution 
partner in India, it is poised to benefit from an increase in apparel demand. 
 
Hence looking at AL’s steady financial track record, strong product domain and dominant market share and strong 
promoters we expect the stock to get re rated in future.   
 
Hence we believe that the AL stock should be purchased at the current price for a price target of around Rs 384 over the 
next 12 months. 

FINANCIALS  

For the Year Ended March RsCrs FY15A FY16A FY17E FY18E 

Net Sales  7851.4 8450.1 9633.1 11078.08 

EBIDTA  1012.9 1072.6 1252.3 1456.8 

EBIDTA % 12.90 12.69 13.00 13.15 

Interest  394.6 395.1 395.0 410.0 

Depreciation  212.4 255.9 320.1 340.0 

Non Operational Other Income 93.2 89.0 90.0 90.0 

Profit Before Tax  499.1 524.5 627.2 555.0 

Profit After Tax 388.5 372.8 447.0 555.0 

Diluted EPS (Rs)  15.06 14.45 17.33 21.51 

Equity Capital  258.0 258.0 258.0 258.0 

Reserves  2455.6 2653.0 3100.0 3655.0 

Borrowings  3397.0 3510.0 3710.0 3810.0 

GrossBlock  5288.0 5942.0 6442.0 6942.0 

Investments  59.0 72.0 72.0 72.0 
Source Company  Estimates  

 

 

 

 

 

 

 

 



 
 

 

KEY CONCERNS  

 
Delay in Turning around of Megamart and other business; unfavorable currency movement; adverse cotton 
price movement; delay in capacity expansion; slowdown in domestic and export markets. 
 
 
DISCLAIMERS AND DISCLOSURES ,    
 
This Research Note is prepared by Avinash Gorakshakar, Research Analyst Registration no INH00000171 complying with the qualification and 
certification requirements under SEBI (Research Analyst) Regulations, 2014.I have been working in the Indian Capital markets for over 24 years 
and earlier worked with several leading domestic financial intermediaries.  
 
All of the views expressed in research reports issued by me reflect my personal views about the subject  company or companies at the given point 
of time and I have not received/accepted any kind of compensation, directly or indirectly related to specific recommendations or views expressed in 
reports issued by me.  
 
My/our relative’s does not at any point of time of issuing the reports have any material conflict of interest in the subject company neither of both of 
us will be engaged in market making activity for the subject company.  
 
The investment discussed or views expressed in reports issued by me may not be suitable for all investors. The user assumes the entire risk of any 
use made of this information. I/nor any person connected with my report, accepts any liability arising from the use of research document. The 
recipients of research document should rely on their own investigations and should consult their own advisors to determine merit and risks of such 
investments.  
 
Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance.  
 
Certain transactions including those involving futures, options and other derivatives as well as non-investment grade securities – involve substantial 
risk and are not suitable for all investors. Reports based on technical analysis centers on studying charts of a stock's price movement and trading 
volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals. 
 
Opinions expressed in research reports will be based on the current opinions as of the date appearing in research report. While I endeavor to 
update on a reasonable basis the information discussed in research reports, there may be regulatory, compliance, or other reasons that prevent 
both of us from doing so.  
 
Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without 
notice. 
 
In so far as reports include current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed 

 
 
 
 
 
 
 
 
  

 

 

 

 

 

 

 

 


