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KEY HIGHLIGHTS

1.

RESULTS OVERVIEW:

Cantabil Q4FY24 consolidated revenues came in at 194.11 Cr, up 11.6%
YoY and up 10.44% QoQ.

Op Profit for Q4FY24 stood at X43.94 Cr, up 4.54% YoY and down 18.96%
QoQ.

Op margins for Q4FY24 came at 22.64%, -153 bps YoY and -821 bps QoQ.
PAT for Q4FY24 stood at X18.35 Cr, up 8.7% YoY and down 23.87% QoQ.

. MANAGEMENT COMMENTARY:

Management retained its target of reaching the revenue mark of Rs1000 cr
by mid FY2027 and aggressive long term expansion plans.

SEGMENTAL ANALYSIS:

Q4FY24 Revenue Breakup: Men’s wear (83%), Women’s wear (11%), and
Accessories (4%), Kids wear (2%).

Q4FY24 Geographical Revenue Breakup: North India (59%), West India
(29.0%), East India (6%), Central India (6%), South India (1%).

CONCALL SUMMARY

For Q4FY24, the Co registered a revenue growth of 11.6% YoY

For Q4FY24, the Company registered a PAT growth of 8.7% YoY
Inventory Days reduced from 144 days in FY23 to 136 days in FY24. One-
time Inventory adjustment provision of Rs 2.64cr is made in Q4 FY24.
Management has set a target of 6-7% SSSG in the coming year.

Net addition of 86 stores in FY24, taking the total to 533. Target of ~700+
stores in the next 2 years, with a shift towards company owned stores.
Revenue from online sales more than doubled in FY24, reaching Rs 33cr.
Target online revenue of Rs 50cr in FY25.

Marketing & Advertising spend target is ~ 2% of revenue.

Capital work in progress increased by Rs23 cr in FY24.

Company raised Rs 50.4cr from investors in Q4 FY24.

Bahadurgarh plant expansion expected to be operational this month.

RECOMMENDATION - BUY

CMP - 213
TARGET - 266 (25%)

Industry Textiles
NSE CODE CANTABIL
BSE CODE 533267
Market Cap (X Cr) 1785
Shares Outstanding (in Cr) 8.36
52 wk High/Low (%) 279 /181
P/E 29.2
P/BV 5.47
Face Value (X) 2.00
Book Value (X) 39.03
EPS (FY24) () 7.60
Dividend Yield (%) 0.42
Debt / Equity 1.03
Interest Coverage 3.53

SHAREHOLDING PATTERN

Mar24 Dec23 Sep23
Promoters 73.28 74.97 74.97
MF/ DIl 0.00 0.00 0.00
FlII/FPI 4.46 2.15 0.03
Retail & Others 22.26 22.88 25
Promoter
Pledging 0.00 0.00 0.00

FINANCIAL SNAPSHOT (X Cr)

= Continued focus on maintaining gross margins at ~55-56% Y/E March  2024A 2025E 2026E
5. FUTURE OUTLOOK: Crore
Sales 616.48 724.36 854.75
= Discretionary spending is expected to improve with expectation of a normal Sales Gr. 175 18.00
o . .
monsoon season. (%) 11.5
= Online channel expected to contribute 6-7% of overall revenue in FY25, EBITDA 162.74 196.30 235.91
. 5 EBITDA % 26.40 27.1 27.6
with a long term target of 8-10%.
= Planned expansion in Tier 2 & Tier 3 cities with increased focus on exclusive PAT 62.22 73.07 9.70
N A EPS (%) 7.60 8.74 11.57
women & kid wear stores. - , , , , EPSGr. (%)  -7.76 15.00 32.38
= Planning to embark on its international journey with the inauguration of its Ratios
first exclusive brand outlet in Nepal. RoE (%) 22.7 2235 29.57
RoCE (%) 36.7 28.58 35.45
6. VALUATION AND OUTLOOK: Valuation
P/E (x) 29.2 24.37 18.41
= We expect strong growth momentum to resume from FY2025. Robust store
expansion plans, entry into footwear & athleisure segment and improving
consumer §ent|ment in Tier 2 & 3 cities are fexpected to drive growth. Sharp Historical & Industrial Val Ratios
correction in the stock offers good entry point. Historical P/E 338
=  We initiate BUY rating on the stock and value the scrip at 23x FY26E EPS to :
. . Industry P/E 28.6
arrive at a target price of X 266. - -
Historical P/B 6.9
Industry P/B 2.15
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REVENUE SPLIT (Q4 FY24)

Business Mix (Q4 FY24) Geography Mix (Q4 FY24)
4.0% _2.0% 6.0% -1.0% .
11.0% 6.0%’_ H North India
i Men’s wear H West India
H Women's wear
i Accessories “ East India
H Kids wear H Central India
i South India
QUARTERLY PERFORMANCE (CONSOLIDATED) (X Cr)
Y/E March FY23 FY24 FY25E*
FY24 FY25E*
Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1
Net sales 116 162 174 112 135 176 194 129.92 616.48 724.36
YoY change (%) 29.45% 23.23% 30.74% 10.98% 16.47% 8.29% 11.61% 16.00% 11.74%  17.5%
Total Expenditures 85 107 132 77 106 122 150 89.64 453.74 528.06
EBITDA 31 55 42 34 30 54 44 40.28 162.74 196.30
Margins (%) 27% 34% 24% 31% 22% 31% 23% 31% 26.40%  27.1%
Other income 1 1 1 1 3 1 4.68 4.40
Interest 7 7 7 8 8 8 29.77 30.97
Depreciation 13 14 14 13 14 17 17 17 62.35 72.30
PBT 12 36 22 15 9 31 22 16.28 76.79 97.43
Rate (%) 26% 25% 23% 19% 15% 22% 16% 22% 19.36%  25.00%
Adjusted PAT 27 17 12 8 24 18 12.70 62.22 73.07
EPS in Rs 1.14 3.3 2.07 1.5 0.92 2.95 2.19 1.52 7.60 8.74
Key Performance Indicators
Gross Margin (%) 65.6%  59% 48% 65% 53% 60% 50%
No. of stores 419 439 447 461 482 513 533
Retail Space( lac sq ft ) 4.9 5.2 5.3 5.5 5.9 6.3 6.6
Men’s wear share 87% 84% 86% 83% 84% 82% 83%

Source: Company, Hem Securities Research.
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INDUSTRY OVERVIEW

The Indian retail apparel market is estimated to be valued at
approximately $60-70 billion USD, solidifying its position as one of
the largest apparel markets globally.

Online sales of apparel and accessories have been a notable
contributor to the market's growth, accounting for roughly 30-35%
of total retail sales in this category.

The organized retail sector, consisting of branded outlets and retail
chains, represents about 35-40% of the overall apparel market,
while the unorganized sector, including local shops and markets,
holds the majority share.

Peer group in textile

Company

960

B 259

industry

. 616
Cantabil L 1,773

TCNS Clothing

. 763
Go Fashion _ 5,545

* The Indian retail apparel market boasts a diverse mix of domestic Shoppers 4,317
and international brands, with domestic labels commanding Stop 8,207
roughly 60-65% of the market share.
=  E-commerce platforms have witnessed remarkable growth in 9,020
. . Raymond
apparel sales, capturing approximately 20-25% of total apparel 14,912
sales in India.
=  On average, Indian consumers allocate around $150-200 USD per
capita annually for apparel and fashion accessories, with higher Revenues B M.cap
spending observed in urban centers compared to rural areas.
=  The industry is a significant contributor to employment generation
in India, providing livelihoods to millions of people, particularly in
rural and semi-urban areas.
PEER PERFORMANCE (X Cr)
Particulars Shoppers
Cantabil TCNS Clothing Go Fashion Stop Raymond
Market Cap 1,773 2,896 5,545 8,207 14,912
Net Sales 616 960 763 4317 9020
EBITDA 163 (185) 242 717 1309
PAT 62 (289) 83 77 1643
EPS(X) 7.44 (45.6) 15.33 7.03 246.01
EBITDA MARGIN % 26% (19%) 32% 17% 15%
PAT MARGIN % 10.06% (30.10%) 10.88% 1.78% 18.22%
ROCE % 23% (28.7%) 15.4% 11.9% 31%
ROE % 37% (63.1%) 14.7% 32.3% 44.6%
P/ETTM 29 NA 67 100 8.89
P/BTTM 5.43 9.54 9.21 27.3 3.18
EV/EBITDA 12.4 (20.3) 22.4 14.2 7.23
Dividend Yield % 0.43% 0.00% 0.00% 0.00% 0.13%
MCap/ Sales TTM 2.88 3.02 7.27 1.90 1.65

Source: Company, Hem Securities Research.
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STORY IN CHARTS

EBITDA & EBITDA Margin

Revenue
Revenues === Revenue Growth (YoY) EBITDA e EBITDA Margin (%)
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175 20% 42 44 30%
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INVESTMENT RATIONALE:

®=  The management has maintained its goal of achieving revenue milestone of Rs1000 crore by mid FY27, along with ambitious long-term
expansion strategies.

= Cantabil has entered the online retail space through collaborations with prominent e-commerce platforms. Online channel is expected
to contribute 6-7% of overall revenue in FY25, with a long-term target of 8-10%

= Company is aiming to establish over 700 stores within the next two years, with a focus on transitioning towards company-owned
outlets.

=  The management recognizes substantial opportunities in Tier 2 and Tier 3 cities. Cantabil has purposefully implemented a strategy to
penetrate these markets. In these smaller urban centers, there is a burgeoning population of aspirational consumers desiring brand
association. Unlike many international and prestigious brands, which often prioritize larger cities and arrive at smaller towns later,
Cantabil has proactively expanded into these regions over the last few years.

= CRIL anticipates a shift to positive SSSG starting from FY2025. This uptick in SSSG is projected to bolster store productivity and
streamline operations, leading to margin enhancements. Additionally, CRIL intends to augment cash discounts on purchases and
engage in more favorable negotiations with suppliers to mitigate raw material expenses.

=  We anticipate a resurgence in robust growth momentum beginning in FY2025. The impetus behind this growth will stem from
ambitious store expansion initiatives, forays into the footwear and athleisure segments, and a positive shift in consumer sentiment
within Tier 2 and Tier 3 cities. The substantial correction in the stock presents an opportune entry point.

RISK / NEGATIVE FACTORS:

= Cotton is key raw material for the company. Any significant change in global cotton prices could directly impact its operating margins.

=  Company depends on third parties for significant portion of their sales and for management of their retail outlets. Disruption in such
third parties operations could adversely affect the business.

= |nability to identify evolving fashion trends and create new designs may adversely affect business.

= |ncreased competition from rival brands, particularly in Tier 2 and Tier 3 markets, could potentially result in our forecasts falling short
of expectations.

= Focusing primarily on serving a mid-premium market that is sensitive to pricing, the company might face challenges passing on
significant rises in raw material costs to its customers, potentially impacting its profitability adversely.

COMPANY RECAP

= Cantabil Retail Limited, established in 2000, stands as a prominent figure in India's apparel retail sector. Recognized for its blend of
trendy yet affordable clothing catering to men, women, and children, Cantabil has secured a robust nationwide presence.

= Offering a diverse array of products spanning formal wear, casual attire, and accessories, Cantabil ensures its appeal to a broad
consumer base. Through an extensive network of exclusive brand outlets, franchise stores, and online platforms, the company
ensures widespread accessibility to its offerings.

= By employing efficient supply chain and cost-effective sourcing strategies, Cantabil maintains competitive pricing without
compromising on quality. Its commitment to innovation allows it to adapt swiftly to changing fashion trends and consumer
preferences, ensuring continued relevance in the market.

= Despite market fluctuations, Cantabil has demonstrated consistent profitability, showcasing resilience and adept financial
management. Moreover, the company upholds corporate governance and sustainability standards, emphasizing ethical practices and
environmental responsibility.

= With its strong market presence, growth potential, and commitment to ethical business practices, Cantabil Retail Limited remains a
significant player in India's apparel retail landscape.

=  The Cantabil brand offers the complete range of formal-wear, party-wear, casuals & ultracasual clothing for Men and Women in
the middle to high income group.

. In the last 23 years, Cantabil has become a complete family wear brand with addition of women's wear segment in 2007 and Kid's
wear in 2019.

Hem Securities Research 5
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ANNUAL PERFORMANCE

Financials & Valuations

Income Statement (XCr)
Y/E March 2020 2021 2022 2023 2024 2025E 2026E
Revenue from operations 338.04 251.89 383.24 551.72 616.48  724.36 854.75
Growth YoY (%) 17.15 -25.48 52.14 43.96 11.74 17.5 18.00
Total Expenditure 253.30 192.48 271.75 386.19 453.74  528.06 618.84
(%) of sales 74.93 76.42 70.91 70.00 73.60 72.90 72.40
EBITDA 84.73 59.40 111.49 165.53 162.74 196.30 235.91
EBITDA Growth (%) 164.58 -14.36 66.75 33.84 -1.69 20.62 20.18
EBITDA Margin (%) 26.30 30.23 33.13 30.80 26.40 27.1 27.6
Depreciation 44.19 39.09 43.30 52.50 62.35 72.30 81.30
EBIT 44.72 37.05 83.68 117.44 105.07 128.4 159.31
EBIT Growth (%) 80.96 -17.14 125.82 40.35 -10.53 22.20 24.07
Net Interest Expenses 20.71 24.80 24.09 28.16 29.77 30.97 30.37
Other Income 4.18 16.74 15.48 4.41 4.68 4.40 4.70
Earnings before Taxes 24.01 12.26 59.59 89.27 76.79 97.43 128.94
EBT Margin (%) 7.10 4.87 15.55 16.18 12.21 13.45 1509
Tax-Total 7.58 2.59 21.53 22.04 14.58 24.36 32.24
Rate of tax (%) 31.56 21.16 36.13 24.69 19.36 25.00 25.00
Net Profit 16.43 9.66 38.06 67.24 62.22 73.07 96.70
PAT Growth (%) 31.44 -41.18 293.79 76.68 -9.70 17.44 32.34
PAT Margin (%) 4.86 3.84 9.93 12.19 10.09 10.08 11.31
Minority Interest 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Adjusted PAT 16.43 9.66 38.06 67.24 62.22 73.07 96.70
EPS 2.01 1.18 4.66 8.24 7.60 8.74 11.57
EPS Growth (%) 31.44 -41.18 293.79 76.68 -7.77 15.00 32.38

Balance Sheet

Y/E March 2020 2021 2022 2023 2024
Equity Capital 16 16 16 16 17

Reserves 102 108 144 205 310
Borrowings 263 235 246 286 336
Other Liabilities 67 70 89 103 112
Total Liabilities & Equity 448 429 496 611 774
Fixed Assets 262 241 300 323 402
CWIP 1 2 1 12 35

Investments 0 0 0 0 0

Other Assets 185 185 194 275 337
Total Assets 448 429 496 611 774

Source: Company, Hem Securities Research.
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Ratios

Y/E March (Basic (INR) 2020 2021 2022 2023 2024
Profitability and return ratios

Net profit margin (%) 4.86 3.84 9.93 12.19 10.09
EBITDA margin (%) 26.30 30.23 33.13 30.80 26.4
EBIT margin (%) 13.23 14.71 21.83 21.29 17.29
ROE (%) 14.14 7.98 26.79 35.25 22.7
ROCE (%) 28.69 25.18 56.07 58.02 36.7
Working Capital & liquidity ratios

Payables (Days) 118 161 145 129 99
Inventory (Days) 393 514 419 498 429
Receivables (Days) 5 6.09 3.63 6 11
Current Ratio (x) 1.43 1.56 1.50 1.60 2.10
Valuations Ratios

EV/sales (x) 1.78 1.07 2.48 3.91 3.39
EV/EBITDA (x) 15.30 4.07 8.19 11.79 12.5
P/E (x) 38.01 19.98 63.89 39.41 29.2
P/BV (x) 4.16 2.78 4.98 9.37 5.47
Dividend Yield (%) 0.00 0.50 0.26 0.27 0.42
Return on Assets (%) 6.46 5.09 2.29 8.38 8.0
Leverage Ratio

Debt/Equity (x) 0.36 0.32 0.12 0.00 1.03

Cash Flow Statement

Y/E March 2020 2021 2022 2023 2024
CF from Operating activities (A) 62 67 90 75 127
CF from Investing Activities (B) -13 -7 -41 -34 -52
CF from Financing Activities (C) -48 -55 -54 -43 -41
Net Cash Flow 1 4 -5 -2 34
Add: Opening Bal. 2.57 4.05 8.32 3.23 1.23
Closing Balance 3.57 8.05 3.32 1.23 35.23

Source: Company, Hem Securities Research.
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RATING CRITERIA

INVESTMENT RATING EXPECTED RETURN
BUY >=15%
ACCUMULATE 5% to 15%

HOLD 0to 5%

REDUCE -5%to 0

SELL <-5%

RECOMMENDATION SUMMARY

DATE RATING TARGET
21 May 2024 Buy 266

DISCLAIMER

HEM Securities Limited (“Research Entity or HSL”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the
business of broking, depository services and other related activities. Broking services offered by HEM Securities Limited are under SEBI Registration
No.: INZ000168034.

This Report has been prepared by HEM Securities Limited in the capacity of a Research Analyst having SEBI Registration No. INH100002250 and
distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or solicitation for the purchase or sale of any
financial instrument or as an official confirmation of any transaction. The information contained herein is from publicly available data or other
sources believed to be reliable. This report is provided for assistance only and is not intended to be and must not alone be taken as the basis for an
investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this report should make such
investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this
document (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. This
should not be construed as invitation or solicitation to do business with HSL. The investment discussed or views expressed may not be suitable for
all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or
redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. This
report is not directed 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, regulation or which would subject
HSL and associates / group companies to any registration or licensing requirements within such jurisdiction. The distribution of this report in
certain jurisdictions may be restricted by law, and persons in whose possession this report comes, should observe, any such restrictions. The
information given in this report is as of the date of this report and there can be no assurance that future results or events will be consistent with
this information. This information is subject to change without any prior notice. HSL reserves the right to make modifications and alterations to this
statement as may be required from time to time. HSL or any of its associates / group companies 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. HSL is committed to providing
independent and transparent recommendation to its clients. Neither HSL nor any of its associates, group companies, directors, employees, agents
or representatives shall be liable for any damages whether direct, indirect, special or consequential including loss of revenue or lost profits that
may arise from or in connection with the use of the information. Our proprietary trading and investment businesses may make investment
decisions that are inconsistent with the recommendations expressed herein. Past performance is not necessarily a guide to future performance
.The disclosures of interest statements incorporated in this report are provided solely to enhance the transparency and should not be treated as
endorsement of the views expressed in the report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all
customers may receive this report at the same time. We will not treat recipients as customers by virtue of their receiving this report.
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HSL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to
time, have long or short positions in, and buy or sell the securities thereof, of company(ies), mentioned herein or (b) be engaged in
any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or
have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the
time of publication of research report or at the time of public appearance.

Investments in securities market are subject to market risks, read all the related documents carefully before investing.

ANALYST CERTIFICATION/ DISCLOSURE OF INTEREST

Name of the Research Analyst: ABHISHEK DIXIT

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.

SN Particulars Yes/No
1. Research Analyst or his/her relative’s or HSL’s financial interest in the subject company(ies) No
2. Research Analyst or his/her relative or HSL’s actual/beneficial ownership of 1% or more securities of the subject No

company(ies) at the end of the month immediately preceding the date of publication of the Research Report

3. Research Analyst or his/her relative or HSL has any other material conflict of interest at the time of publication No
of the Research Report

4, Research Analyst has served as an officer, director or employee of the subject company(ies) No

5. HSL has received any compensation from the subject company in the past twelve months No

6. HSL has received any compensation for investment banking or merchant banking or brokerage services from the No

subject company in the past twelve months

7. HSL has received any compensation for products or services other than investment banking or merchant No
banking or brokerage services from the subject company in the past twelve months

8. HSL has received any compensation or other benefits from the subject company or third party in connection No
with the research report

9. HSL has managed or co-managed public offering of securities for the subject company in the past twelve months  No

10. Research Analyst or HSL has been engaged in market making activity for the subject company(ies) No

Since HSL and its associates are engaged in various businesses in the financial services industry, they may have financial interest or may have
received compensation for investment banking or merchant banking or brokerage services or for any other product or services of whatsoever
nature from the subject company(ies) in the past twelve months. Associates of HSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.

There were no instances of non-compliance by HSL on any matter related to the capital markets, resulting in significant and material disciplinary
action during the last three years.
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