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Welspun India Ltd (WIL) reported very encouraging numbers for 2Q/1HFY15. Not only have revenues 
grown margins too have expanded. 
 
While 2QFY15 consolidated net sales at Rs14.13b (including other operating income of 
Rs1.56b) is up 21.96% YoY, EBITDA at Rs3.17b is up 24.7%, PBT at Rs1.91b shows substantial 
improvement compared to a loss of Rs2.92b last year in the corresponding quarter; PAT at Rs1.29b 
(loss of Rs1.89b) 
 
Margins have improved on YoY basis. While EBITDA margin at 22.41% (21.92%) is higher by 49bp PAT 
margin is at 9.14% (-16.31%). 
 
On equity capital of Rs1.04b (FV Rs10) 2QFY15 EPS stands at Rs12.87 as against (Rs18.87) posted by 
the company in the corresponding quarter in the previous year (equity Rs1.02b FV Rs10. 
 
In 1HFY15 the company has posted net sales of Rs25.91b (including other operating income of 
Rs2.90m) up 22.45%, EBITDA at Rs5.90b is up 28.02%, PBT is at Rs3.56b (against a loss of Rs1.66b) 
PAT is at Rs2.35b against a loss of Rs991.7m.  
 
On equity capital of Rs 1.04b (FV Rs10) 1HFY15 EPS stands at Rs23.39.   
 
 
No Slowdown: 
The company continues to do well as communicated by the management (Mr Rajesh Mandawewala, 
MD) in its concall, post results. Contrary to general perception that the ongoing slowdown in USA & 
Euro zone may impact company's sales the management reiterated that WIL will grow at least high 
double digit high teens in the next foreseeable future, slow down or no slow down. US markets, which 
contribute about 62% to total sales, are likely to post a 17% growth in the next two years at least. 
Similarly Europe, which contributes about 19% to total sales, is likely to chart out a growth of north of 
25%. Similarly ROW (Rest Of The World), which contributes about 15% to total sales is also likely to 
grow at about 25%. Mr Mandawewala said that Indian markets, which contribute a lowly 5% as of now 
to sales, are likely to post a scorching 40% growth going forward. It has also increased its focus on 
Japan, which currently contributes about 1% to sales. 
 
Interim Dividend 
WIL declared Rs3/share as interim dividend. 
 
 
Capex On Track; 
WIL’s capex plan is on track having already spent about Rs15b till end of September 2014. It has put in 
place 1,70,000 spindles, all of which are operational. Balance Rs13b capex will be completed by March 
2016 and will be targeted at modernizing its Vapi plant, increasing capacities and technology 
upgradation.       
 
 
Strong brands: 
The company relaunched its Spaces brand in the domestic market, which is said to have done very 
well. It is also planning to launch the Christy brand in India by test launching it in Mumbai. It owns two 
other well known brands, Hygrocotton & Wellhome.    

 
 

  
  Capacities in place for growth till FY16 

 
WIL’s terry towel capacity has increased from 43,800 tons in FY13 to 60,000 tons in FY15 
and will further increase to 60,000 tons in FY16 (current capacity utilization 95%). Its bed linen 
capacity has increased from 52,000 Mtrs in FY13 to 60,000 Mtrs in FY15 and is further expected to 
rise to 72,000 Mtrs by the end of FY16 (current capacity utilization 91%). Its rugs/carpet capacity 
has increased from 10,151 tons in FY13 to 15,000 tons in FY15 and is further expected to increase to 
20,000 in FY16 (current capacity utilization 52%). 

 
 
 
 
 
 
 

 
 Rating BUY 

 CMP 
                    Rs 

357 
 Target Price             550   
 Upside % 54 
 Sensex 27900 

 
 Key  Data  
 Bloomberg Code WLSI IN Equity 
 Reuters Code WLSP.BO 
 NSE Code WELSPUNIND 
 Current Share o/s (mn) 100.34 
 Diluted Share o/s (mn) 100.34 
 Mkt Cap (Rs bn/$ mn) 35.9/583.4 
 52 WK H/L (Rs) 360/62 

 
Daily Vol. (6M NSE 
Avg) 159295 

 Face Value (Rs) 10 
 1 USD/ Rs 61.54 

 
 Shareholding Pattern (%) 
 Promoters 73.3 
 FII 1.7 
 Others 25 

 
 Price Performance (%) 
  1M 6M 1yr 
 Welspun India 17.6 61.9 443 
 Nifty 6.8 8.6 39.5 

 
 Financials (Rs bn) FY14 FY15E FY16E 
 Sales 44.95 50.0 62.0 
 Growth % 23.2   11.2 24.0 
 EBITDA 9.21 11.4 14.2 
 Margin (%) 20.5 22.8 22.8 
 Net Profit 0.92 4.50 5.58 

Margin (%) 2.05 9.0  9.00
 EPS 9.19 44.8 55.6 
 ROE (%) 8.30 30.0 28.2 
 ROCE (%) 5.43 17.8 20.9 
 EV/EBITDA 7.10   5.8 4.6 
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(Rs bn)  FY12  FY13 FY14 FY15E FY16E

 Equity capital   0.89  1.00 1.04 1.04 1.04

 Reserves & surplus   6.54  8.90 10.06 13.96 18.74

 Shareholders' funds   7.43  9.90 11.10 15.00 19.78

Total Borrowings   19.62  20.28 30.29 30.30 29.00

 Other Liabilities & Provisions   0.31  0.33 1.87 2.50 2.40

 Capital Employed       27.36  30.51 43.26 47.80 51.18

 Non Current Assets Incl Net Fixed 
Assets  

19.81  21.57 27.86 31.90 36.99

 Cash & Cash Eq.   1.48  1.72 2.33 0.50 0.46

 Net other Current Assets   6.36  8.20 12.38 15.21 18.40

 Investments   1.21  0.93 1.11 1.25 0.75

Net Deffered Tax   (1.50)  (1.92) (0.44) (1.06) (5.42)

 Total assets   27.36  30.51 43.26 47.80 51.18

  
 
 
 
 
 
(Rsbn)  2QFY15  2QFY14  YoY (%)  1QFY15  QoQ (%) 1HFY15 1HFY14 YoY (%)

Net Sales  14.14  11.59  22  11.77  25.23 25.91 18.87 37.3

EBIDTA  3.17  2.54  24.8  2.73  16.12 5.9 4.61 27.98

Margin %  22.41  21.92  49 bps  23.16   (75 
bps) 

22.76 21.78 98 bps

Other 
Income 

0.19  0.25  ‐24  0.32  ‐40.63 0.51 0.41 24.39

Interest  0.73  0.59  23.73  0.71  2.82 1.44 1.15 25.22

Depreciat
ion 

0.72  5.11  ‐85.91  0.69  4.35 1.4 5.52 ‐74.64

PBT  1.91  ‐2.92  ‐  1.65  15.76 3.56 ‐1.66 314.46

Tax  0.59  ‐0.996  11.2  0.62  ‐0.03 1.21 0.59 105.08

Rate %  30.92  ‐  (280) 
bps 

37.58  (664 
bps) 

33.98 35.52 (154)bps

Reported 
PAT 

1.29  ‐1.89  ‐  1.06  21.698 2.35 ‐0.99 337.37

EPS (Rs)  12.87  ‐18.86  ‐  10.55  10.55 23.39 ‐9.9 336.26

 
 
 

 Valuations Not Expensive. Higher PE Multiple Likely  
 

We had recommended the stock at Rs133 in our report dated 20th May giving target price of Rs293, 
which has been achieved. However we continue to be positive on the company’s business and 
therefore the stock. Between FY14 & FY16 while WIL’s sales are likely to grow at 17.44% CAGR to 
Rs62.0b PAT is expected to grow at 146.28% CAGR to Rs5.58b. FY16(E) EPS is likely to increase to 
Rs55.6. We believe the market will further rerate the stock given its strong growth strategy, debt 
reduction plan, better return ratios, high promoter holding and higher dividend payouts. We maintain 
our Buy recommendation on the stock with a new target price of Rs550. At this price the stock will 
trade at 9.9XFY16E EPS of Rs55.6.   
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Disclaimer: This document has been prepared by Networth Stock Broking Ltd. (NSBL). NSBL is a full service, integrated investment banking, 
portfolio management and brokerage group. Our research analysts and sales persons provide important input into our investment banking 
activities. This document 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, but we 
do not represent that it is accurate or complete and it should not be relied on as such. NSBL or any of its affiliates 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. This 
document 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 document 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. The investment discussed 
or views expressed may not be suitable for all investors. We and our affiliates, officers, directors, and employees 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 advisor or lender / borrower to such company (ies) or 
have other potential conflict of interest with respect to any recommendation and related information and opinions. 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 NSBL and 
affiliates to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be 
restricted by law, and persons in whose possession this document comes, should inform themselves about and observe, any such restrictions. 
The information given in this document 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. NSBL reserves the right to make modifications 
and alterations to this statement as may be required from time to time. However, NSBL is under no obligation to update or keep the information 
current. Nevertheless, NSBL is committed to providing independent and transparent recommendation to its client and would be happy to provide 
any information in response to specific client queries. Neither NSBL nor any of its affiliates, directors, employees, agents or representatives shall 
be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in 
connection with the use of the information. 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. Analyst holding in stock: Yes. 
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