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I nvest oelight Sapgam India Ltd. ( SIL) oBUY 0o 26t November ,20 15
Standalone - Financial Summary (Rs. cr ores ) CMP Rs. 276. 60

Particular s FY14 FY15 FY16E FY17E FY18E

Revenues 1,433 1,469 1,633 2,069 2,409 Target Price Rs. 497

Growth (%) - 2.3 11.1 26.6 16.4

EBITDA 202 220 277 360 424 Upside 80 %

OPM (%) 13.96 14.9 16.7 17.3 17.5

PAT 40.5 51.6 82 140 163 Time horizon 1 year

PAT (%) 2.80 3.48 4.94 6.7 6.7

EPS (Rs.) 10.27 13.08 20.84 8515 41.44 Basis of FY18 Estimated

P/E (x) 27 21 13 8 7 valuation Financials

Equity cap. (Rs. cr) 39.42 39.42 39.42 39.42 39.42

Networth (Rs. cr) 331.4 371.7 436 567 721 Beta vs Sensex 0.80

Book Value (Rs.) 84 94 111 144 183

Price/Book (x) 3.29 2.86 2.43 1.87 1.47 BSE Code 514234

Total Debt (Rs. cr) 590 615 726 785 674

D/E (X) 1.78 1.65 1.66 1.38 0.94 Bloomberg Code SNGM. IN

ROE (%) 12.22 13.87 18.81 24.67 22.66
Source: Company, Ajcon Researc  h Reuters Code SANG .BO
Strong background
Established in 1984, Sangam India Ltd. is the flagship company of 52 Week Rs. 290 /Rs. 68
Sangam Group a Rs. 4,000 crores + business conglomerate having High /low ' '
diverse business interests across textiles, steel, infrastructure, power
and energy sectors. Mr. RP Soni, Chairman & First Generation Face Value Rs. 10

entrepreneur, leads the Group. S
players in Indian textiles sector with presence in PV (polyester
viscose), dyed yarn and fabrics. One of market leaders in PV dyed
yarn with 25% share. Today, SIL

angam ranks among the leading

is a leading manufacturer of PV yarn

Share Capital

Total Debt

Rs. 39 .4 crores (FY15)

Rs. 615 cr (FY 15)

in India.  The company is al so present in the Indian synthetic blended
fabric and denim segments with brands such as Sangam Suitings and
Sangam Denim. Sangam also has garnered respectable market i Market Rs. 1089 cr
share in denim segment within three years of commencement of Capitalization C
production. Sangam was pro moted as a fabric manufacturing unit,
under the name of Arun Synthetics Pvt. Ltd, by Mr. R.P. Soni and Mr. Rs. 1045 per share as
S.N. Modani. The company took a strategic decision to backward Book Value on H1EY15
integrate and forayed into spinning in 1995 by installing 17,280
spindles for manufact uring PV dyed yarn. Sangamd6s manuf a :
facilities are located in Bhilwara, Rajasthan. As of FY15, the company Shareholding Ason Sep 201 5
has a spinning capacity of 211,296 spindles and 3,128 rotors; Pattern (%)
weaving capacity of 437 looms; and processing capacity of 53 mn
meters P.A. Promoters 47.35
Largest largest producer of PV dyed yarn Flls 3.00
SIL is the largest producer of PV dyed yarn in Asia at Single location.
SIL is a forerunner in manufacturing ready to stitch Fabric with the Dlls 203
annual capacity to produce 24 million meters of fabric and 32 million '
mete rs of denim.
Others 45.62
Marquee clients
The companyos client base includes Ray | price Performance (%)
Syntex, Donear, Siyaram and Grasim. It has a network of 100 dealers
and 1,000 retailers across India. IM: 9.7% , 3M: 38% , 6M: 134% , 12M: 247%
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Domestic Clientele : Raymonds, Siyaram Silk Mills, Grasim Bhiwani Textile, BSL Ltd., Donear Industries, S. Kumar Nationwide,
Shri. Dinesh Mills, RSWM.

Overseas Cientele . Bossa Ticaret Ve Sanayi Islatmeleri (Turkey i PV Dyed Yarn), Oguz Textil (Turkey i PV Dyed Yarn), Baekart
(USA 1 PV Dyed Yarn), TBM Textil beze  ro De Menezes (Brazil i PV Grey Yarn), Vanden Berghe Roger NV (Belgium i Carpet Yarn),
EDPA (USA i Cotton Yarn, Knitted fabric), Melmar Knit Wear Company (Egypt i Cotton Yarn)

Foray in Seamless Wear garment segment to improve margins

Recently,  SIL has forayed into seamless garments for women under Channel Nine brand. For this segment, the
Company has latest world class seamless technology imported from lItaly. Having established its presence across
the value chain, its foray into branded seamless garments not only will enable it to extend its value proposition

directly to consumer segments through its own brand; but more importantly pave way for improving margins going

forward. Given the explosion of dem and in the women -wear segment, Channel Nine would offer diverse range at
affordable price across customer segments. Channel Nine range comprises an exquisite range of seamless garments

for women including Intimate wear (seamless bra and panties) , Active we ar (seamless sports bra and leggings)

Yoga wear  (Yoga T shirt, Yoga Legging , Yoga Track Pant) Shape wear  (low compression and high compression) ,
Casual wear  (leggings and tanktop) , Outwear, products for fitness, shaping and technical products. Apparels wi th

performance features like odour resistance and moisture management find loyalty with customers. The rising per
capita income and change in lifestyle has increased demand for quality products. However, with the increasing

exposure to international fashio n trends, the Indian consumer today wants more than just need i based clothing. In
addition to old parameters like basic functionality, comfort and price, better look, perfect fit and trendiness have
also become key purchase parameters. Innovations in casu al wear products are primarily related to product design,

color selection options and fiber mix.

SIL is also leveraging its existing channels of distribution as well as initiating newer channels (online) to capture

the market share in Rs.15,000 crore domestic apparel industry. SIL has introduced seamless garment
manufacturing facility with 36 seamless knitting machines with current  capacity to produce 3.6 mn pieces per
annum  which will eventually scale up to 10.8 mn units by FY18. The steady increase in the operating margin
percentage is mainly due to the higher margins in the seamless garments business. Key clients in Seamless

Garments include Nike, Urban Yoga, JC Penny and many other reputed players.

INTIMATE WEAR YOGA WEAR
i)
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Competition Mapping (Product & Price)

Brand Sports Inner Casual Shape Night Swim Me n 6 s| Seamless Pricing
Wear Wear Wear Wear Wear range range
Wear
Channel K K K K - - - K Rs. 299
Nine onwards
Enamo r K K - K K - - - Rs. 199
onwards
Amante - K - K K - - - Rs. 395
onwards
Zivame K K K K K K - K Rs. 400
onwards
Adidas K - - - - - K K Rs. 800
onwards
Nike K - - - - - K K Rs. 800
onwards

Source: Company, Ajcon Research
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Successful backward integration

The company has successfully modified their capacities, thereby resulting in better integration and efficiency in the

value chain. Today, its denim fabrics and seamless garments rely minimally on the externally sourced raw materials.

In the past four years, their in -house consumption of PV yarn has grown from 5% in 2010 -11to 18% in 2014 -15. At
the same time, they consume about 50% of the cotton yarn captively, despite nearly doubled capacit ies in the past
four years. SIL is initiating further investments in yarn and fabric capacities to ensure compl ete integration of the
textile value chain in the coming years. Investments in capacities lead to scale. However, they have continued to

focus on reducing controllable costs to improve their profitability, despite regular expansion.

Impressive financial performance and strong cashflows

Sangam has witnessed a topline compounded annual growth rate (CAGR) of 11% in its revenues and 25% in its net

profits over the last five years. In the same period, it has invested close to Rs300 crore in capex (forward and
backward integration) but reduced its debt/equity ratio to 1.43x in FY2015 from over 3.6x in FY2010 due to focus

on cash inflows. The return ratios have also improved consistently with return on equity (RoE) and return on capital
employed (RoCE) at over 1 5% in FY2015 from less than 10% in FY2010. The significant improvement and
consistency in its financial performance is driven by its efforts to continuously move in backward -forward
integration.

Stock Price Movement

Dec 14 Jan 13 Feb 15 Mar 153 Aprl5 May13  Jun13 Jul 15 Aug 15 Sep 13 QOct 15 Nov 15

Recommendation & Valuation

Sangam being probably the only Company which has all the segments of textiles industry including seamless women

which has value addition. With due consideration to factors like a) Company managed by very well qualified,
experienced and dedicated profession al management, b) a fully corporate governance compliant Company with full
transparency, c) diversified product mix with market leadership in most of its products, c¢) foray into seamless

female garments segment with its own brand of fi C h a nliradd|trenténdous valuentdr thecGompaniy,

d) impressive financial performance with strong cash flows, e) prudent debt management i debt/equity to improve

to 0.94x by FY18E from current 1.65x in FY15 inspite of expansions for capacity additions, f) ROE set t 0 improve
from 1 3.87% to 24.67% in FY17E, g) st ock attractively trading at cheap valuations of 7x at estimated FY18 EPS,
hence we recommend a fi B U Y. We value the stock at Rs. 497 (by assign ing a multiple of 12x (which is appropriate
considering the stren gths of the Company an d its market lea dership) at FY18E EPS o fRs. 41.44
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360 degree Birdbébs eye view of Sangam

Particulars Yarn Fabric

Revenue share PV Yarn i 45% PV Fabric 7 18%

Cotton Yarn 1 12% Denim 1 19%

Geographic presence Domestic 1 78% Domestic T 75%

(by revenue share) Exports T 22% Exports T 25%

(Asia, Latin America, Europe, (Asia, Latin America, Europe,
Middle East) Middle East)

Market position ~25% share in the Indian Fast growing branded player
dyed PV yarn market as in a highly fragmented
indicated by management industry with a large number

of unorganized players

Industry growth Blended yarn: 5.5 -6.6% Domestic RMG segment: 5 -

expectations Cotton Yarn: 3.5 -4.5% 6% CAGR

(in volumes) for 2012 -13

to 2017 -18E

End market Synthetic and cotton fabric Synthetic  garments  and
manufacturers apparel manufacturers

Sales growth PVYarn i 1.7% PV Fabric: 9.3 %

(FY11 -15 CAGR) Cotton Yarn 1T 10.7 % (due to Denim: 19.1% CAGR
higher internal consumption) Total Fabric:13.9 %

Total Yarn: 3.2 %

Margin drivers Demand conditions Cost of raw  material,
Cost of raw material, PSF Backward integration: Yarn
and VSF produced in i house meets
Cost of substitute, cotton the entire requirement for
yarn denim fabric

Key risks Fashion and behavioural Recent entrant in the
changes branded fabric space. As a
Volatility in prices of PSF and result, it faces stiff
VSF competition from established
High dependence on key brands.
vendors for PSF and VSF
reguirements

Source: Company, Ajcon Research
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Investment Rationale

1) Strong Q2 FY16 result and FY15 performance

(REX)) Q2FY16 Q2FY15 %yoy Q1FY16 %qoq

Total Income from Operations 401.0 370.8 8.2 366.6 9.4

Material costs (235.8) (226.4) 42| (196.3) 20.2

Changes in inventory 17.2 16.6 4.0 1.8 842.1

Power and Fuel (44.1) (42.4) (40.4)

Empolyee benefit expenses (35.4) (30.0) 18.1 (33.1) 7.1

Other expenditure (41.2) (34.9) 17.9 (36.8) 11.8

Operating profit 61.7 53.7 15.0 61.9 (0.2)

OPM (%) 15.4 14.5 91.9 16.9 (8.8)

Depreciation (19.3) (19.2) 0.6 (20.4) (5.4)

Interest (16.3) (16.3) 0.3 (17.6) (6.9)

Other income 1.9 0.5 289.8 2.1 (9.5)

PBT 28.0 18.7 49.7 26.1 7.6

Tax (9.4) (6.8) 38.6 (8.9) 5.6

Effective tax rate (%) 33.4 36.1 34.0 (1.8)

Other provisions / minority etc ) ) )

Adjusted PAT 18.7 12.0 56.0 17.2 8.5

Adj. PAT margin (%) 47 3.2 142.7 4.7 (0.8)

Equity capital 39.4 39.4 01 39.4 0.1

FV 10.0 10.0 i 10.0 i

No. of equity shares (cr) 3.9 3.9 01 3.9 01

EPS for the quarter 4.74 3.04 55.9 4.37 8.5

Source: Company, Ajcon Research

Commenting on the results, Mr. R.P. Soni, Chairman, SIL said il am happy to pre
another robust quarterly performance for our Company. Commodity prices continue to soften globally
over the last couple of months and yet we ha ve managed to contain its impact on our revenues. f
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According to the management, its strategy to increase focus on exports seems to be yielding better -
than-ex pect ed r esul taverall exporthrep&ting & sharp jump of 46% YoY and 49% QoQ.

What is even more encouraging is that this growth was witnessed in all three categories; with Yarn

exports registering a growth of 18% YoY (72% QoQ), Denim exports reporting a growth of 1250% YoY
(40% QoQ) & PV Fabric exports reporting a growth of 15% YoY (29% QoQ).

These results are in line with our strategy to increase the export of value added products in lieu of
lower margin yarn export. Going fo rward our focus will continue on increased i ntegration and higher
export, enabl ing further margin improvement, said Mr. R.P Soni, Chairman.

The management is delighted to have receive d an encouraging response to its recent foray into
seamless garmenting (July 2015). What enthuses is that this resp onse is despite the fact that SIL is yet

to fully roll out its brand and marketing campaigns. Till date , it has already appointed 600 MBOs (Multi
Brand Outlets) all over India and intend taking this network to 1,000 by the end of this financial year.
As als o, the Company is on track to set up 8 -10 EBOs (Exclusive Brand Outlets) by the en d of this
financial year. The Company is hopeful of a much higher revenue contribution & better operating

margin from this segment going forward.

The management remain s com mitted to steer the Company t owards higher profitability. Its efforts are
to see that the Company steadily migrates to newer, value added, product segments. While the
Company has already started benefitting from th e move into specialty denims, SIL intend s to make
aggressive inroads into the domestic lingerie retail market through its  brand Channel Nine

As a Company, it has al ways been our endeavor to grow
concluded Mr. R.P. Soni, Chairman.

FY15 Performance

2014-15was al so the first full year of operations post Sl L
decision to exit the unrelated business was painful momentarily I then resulting in the loss of earnings

and subsequently hitting its profitability. But it a Iso enabled it to focus more intensively on its area of

expertise. The Company witnessed a 2.5% increase in net revenues, from Rs. 1432.61 crore in 2013 -

14 to Rs. 1468.66 crore in 2014 -15. The company reported a net profit of Rs. 51.57 crore, accounting

for an increase of 27.3% against Rs. 40.50 crore in 2013 -14. The EBIDTA of the company also
improved by 11.1% to Rs. 217.39 crore in 2014  -15 against Rs. 195.74 crore in 2013 -14.

The company has managed t o reduce the debt burden during the year under review ; the impact of

which is going to be visible in the coming year. In addition, the company also forayed into branded

seamless garment segment. This segment of fers a huge potential, angi ven
integrated business model coupled with high d emand in the woman intimate wear as well as active

wear segments

Expansion in FY15

The Company successfully implemented its project of Rs. 76.50 crores for installation of 36 nos.
Machines for manufacturing of seamless garment, 10080 spindles for manufacturing  of cotton yarn and
56 weaving machines for denim fabric weaving.
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Planned Capex  to drive growth..

The Company is executing an expansion project having outlay of Rs. 198 crores upto June 2016 being

part funded by Term Loans of Rs. 157.50 cror es and balance from internal accruals. The project
envisages installation of 26,736 spindles on P/V Dyed Yarns, 74 Imported Airjet Shuttleless Weaving
Machines, One Denim Line and 2 mw Solar Power Plant. The Project activities are in progress as per
schedule .

Break up of Capex:

Location Type of capex Amount (Rs. cr)
Biliya Kalan, Bhilwara One Denim Processing Line 19.12
Biliya Kalan, Bhilwara One Air Texturizing machine 6.41
and other balancing machines
Biliya Kalan, Bhilwara One Denim Processing Line 15.9
Sareri , Bhilwara 4 Knitting Machines and other 6.47
balancing machines
Soniyana, Chittorgarh Installation of 26,736 Spindles 116
for PV Dyed Yarn
Atun, Bhilwara Weaving 1 74 machines 46.75

Source: Company, Ajcon Research
2) Presence across the value chain T from yarn to branded garments

The company has progressively invested in its capacities across product segments and ensured
better integration. Currently, the company produces 32 million meters of its denims mainly through
captive consumptio n of its cottona nd PV yarns.

3) Wide product range

The company offers a wide variety of yarns i from cotton to PV  to textured. At the same time, the
company has indigenously developed ability to deliver large quantities with virtually any shade of
colour. It has a colour bank of more than 5,000 shades and produces 6 -50 counts of yarns. It offers
single ply, double ply, grindle, roving grindle, core spun, slub and other fancy yarns, making it a one -
stop shop for fabric manufacturers. The company has also pa rtnered various brands to introduce new
varieties of man -made fibres, adding considerable value to its products.

4) Established global footprints

S| L fascinat ion for quality has enabled it to even meet the requirements of most demanding clients
across relevant markets - evident by their continued improvement in export revenues. They have
established footprints across key markets including Turkey, Portugal, Egypt, China, Poland, Brazil,

Germany, Belgium, Chile, Italy, Australia, Japan, UK, USA UAE, South Africa, etc.

These associations have also enabled them to gain traction for newer products and thereby optimise
their distribution costs. At home, they have traditionally enjoyed longstanding relationships with their
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dealers and retailers.  The Company h as a robust network of 100 dealers and 1 ,000 retailers 1 giving
them access to majority of Indian consumers.

This has also become the foundation for their newly launched consumer -facing product brand 1 Channel

Nine. Most of the credible retailers have pos ed immense faith in their product quality and enabled them

create initial buzz for the brand at much lesser cost. They, on the other hand, have also played a crucial

role in the pre -development stage for the brand T offering them vital inputs and understand ing of the
evolving consumer s, whi ch i s i nstr umanongahe target audigmees. Inr and 6 s
the coming years, they expect to launch more consumer brands and product lines by marrying their

understanding of product, processes, quality fasc ination and the intelligence bestowed upon them by

their credible distribution network.

5) Quality Research & Development

Sangambés hall mark of of f erisevigentanfthe neremded rhayket ghare,d u ¢ the repeat
clientele and the customer loyalt y that its products =~ command. The company has not only invested in
state ofthe art machines offering latest technology; but continued to expand its dedicated and fully

equipped quality control depart ment over the years. I'n addi peadavith, Sar
world -class and advanced quality testing equipment like Uster tester, evenness tester and hairiness

tester T all of them ensure that the yarn produced is free of neps and other faults like low strength,

colour -fading, low strength, unevenness in ¢ olour, etc. Owing to its ability to offer consistent quality,

the companyds yarns command a premium at key markets. The
across its units including colour fastness test, light fastness test, rubbing fastness test, pilling test,

residual shrinkage test, checking of cloth construction parameters and the comparison of the finished

fabric with the custo®dmandamépeceseanmthonsams constantly t
value -added products and introduce colo ur shades to suit the end use of its customers. The units are

equipped with worldclass labs, advanced equipment and qualified professionals to ensure fast

turnaround of new products.

6) Overall good performance of all the segments

Yarn division

Yarn Division:  The flagship division, Sangam Spinners is one of the largest manufacturers of polyester
viscose dyed yarn in South Asia. An ISO 9001: 2008 organization is reckoned as market leader in PV
dyed yarn segment. The company today has more than 200,000 spindles and 4,000 rotors to produce
polyester, viscose dyed and its blended yarn and 100% cotton Yarn which gives annual production of
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73,000 M tons. Major part of the total yarn production consists of all varieties of P/V dyed yarns used in
the manufactu re of suiting, shirting, knitting and carpet. The division is also known for producing and

exporting high quality cotton from S -6 Quality. Equipped with the latest technology and driven by a
dedicated team of professionals, the Company has been maintaining its leadership position since over a
decade.

Exporting to Major Countries: SIL exports to Argentina, Bangladesh, Belgium, Brazil, Colombia,

Chile, Egypt, Germany, Iran, Italy, Nepal, Poland, Portugal, Romania, South Africa, Spain, Switzerland,
Turkey, Uk raine, USA, Morocco, New York, Peru, Philippines, Syria, Canada, Egypt, Slovenia and Sri
Lanka.

Global Edge:
1) Catering to more than 28 countries
2) 3 star export house status
3) One of the largest PV Dyed yarn manufacturer in Asia.
4) Vertically Integrated Composite Mill leads to complete textile solution
5) Among India 's Top 500 Global Organizations

Product Range & Capacity:

Product Range Count Production
Capacity
Per Annum
Dyed Yarn Polyester/ Viscose, Polyester 100%, Viscose 100% dyed yarn. From 10s to 42,000 M Ton
Knitting yarn, Weaving yarn, Slub yarn Elitwist yarn, Sewing 50s in single
thread and Carpet yarn. Jumbo winding Machine to produce and double.
package up to 5 kg. yarn with Spandex/ Lycra.
Raw White Polyester/ Viscose, Polyester 100%, Viscose 100% raw white From 30s to 6,000 M Ton
yarn. Knitting yarn, Weaving yarn, Elitwist yarn, Sewing thread 40s in single
& Slub yarn in raw white. and double.
Cotton 100% cotton yarn by using only Shankar -6 cotton. Knitting 30s to 40s in 7,000 M Ton
Yarn(Ring yarn, Weaving yarn,  Elitwist yarn, Compact yarn & Slub yarn. combed
spg)
Cotton 100% Cotton OE yarn. Produce on ACO -8 (SE20) machine. From 6s to 20s 18,000 M Ton
Yarn(Open in carded
End)
Knitted Single Jersey, RIB and Interlock with and without Lycra. 18 Machines 3,000 M Ton
Fabric
PV Yarn segment: The Companyds yarn production st toashlesastood&t0, 921

34,161 MTPA. Inter division stood at 16.5% of production up from 5.4% in FY11. FY15 topline from PV
Yarn stood at Rs. 682.08 cror es. With increasing applications (earlier used predominantly for
bottomwear) in  summer suits, carpets, socks and knitted fabrics would drive demand for this product

The Company targets to increase in -house consumption (up from 15% currently, to 30% in the year).
Forward integration to value added fabric is the way forward for the Company in this segment to
improve realizations and thereby improving margins from PV segment.
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Cotton Yarn segment : The Co mp gamypéoduction stood at 17,925 MTPA and actu al sales stood
at 9,568 MTPA. Inter division stood at 46.6 % of production. Buoyancy in domestic demand, increased
usage in readymade garments, increased consumption of denim fabric, growing income level and
urbanization and penetration of organized retail will drive the demand for this segment.

Fabric division

The fabric division of Sangam is equipped with latest technology and state of art computerised
designing looms like high speed Air Jet looms (Models includes Somet Mythos, Toyota Tappet &
Jacquard, Picanol & Tsudakoma), P7100 Sulzer Tappet & jacquard Looms and Dornier Jacquard Looms

to produce one of the finest fabric in Polyester/ Viscose, Polyester/ cotton, Pure Cotton, PV Lycra and
Polyester woollen segment. The division has 251 LOOMS wi th Annual production of 30 Million meter
fabric.

The Product range includes:
1 Polyester/ Viscose
Polyester/ cotton
PV Lycra
Polyester woollen

[t et I et B wnt

Processing:  Sangam Processors holds significant market share in processing PV, PC and cotton fabric.
The division is equipped with latest machinery like Automatic Jigger, Cold Pad batch machine, Jet
Dyeing & Beam Dyeing machines and Kier decatising and Super Finish machine. The division has annual
production capacity of 54 Million Meter Fabric.

There is virtually no  shade, tint or hue that isn't enhanced by Sangam Processors, a vast range from
the softest pastels to the most vibrant hues. Sangam processors has also introduced many specialized
finishing like Teflon Finish, Chiller Finish, Enzyme Finish & Perfume Finis h.
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PV Fabric:  For FY15, Fabric production stood at 22.747 Million Mtrs. Per annum (MMPA) and actual

sales stood at Rs. 22.153 MMPA. FY 15 revenues from PV Fabric stood at Rs. 216.52 crores. Increasing

use in summer suits, women bottom wear, knitted fabric s would result in increased demand for PV

fabri c. The Companyb6s strategy going ahead would be to i
exports.

Denim Segment

The modernized plant of denim with the annual production of 40 million meter fabric is equipped with
latest sheet dyeing ranges & finishing ranges. The plant is well equipped to produce fabric like SBIT,
IBST, Indigo of any caste, Pure Indigo shade of 0.5% to 4.5% & sulphur dyeing.

The plant has a facility to produce over -dyed fabric as we |l as finishes like Flat finish or required hand
feel.

The fabric is available from 5 Ozs to 15 Ozs and contains OE slub, Ring slub, Silkies, Mix count, multi
count, stretch, and poly weft - all in international quality standards with well experienced &
kn owledgeable technical team.

Denim Fabric: At present, the Company has a Denim Capacity of 32 mn mtrs p.a as against Arvind
108 mn mtrs p.a, Nandam Denim (110 mn mtrs p.a post expansion) and other global peers like
Vicunha Textiles (230 mn mtrs. P.a.), ISK O (200 mn. Mtrs. P.a) and Tavex (160 mn. Mtrs. P.a.)

Denim plant heads does not see any bottlenecks in Denim plant with regards to production, availability
of raw material, labour unrest etc.

SIL believes Denim to be at the forefront of their growth strategy. The management is firming up their
plans to expand the capacity in the denim segment.

The Management expects growth coming from Denim segment especially interior of India (i.e rural
area s) as its affordable, longer durability and value for money.

In addition, given their demonstrated expertise in product innovation, they are expanding the product
range to include variety of finishes, processes and value -added products. Having received initial success
at the exports arena, they also intend to increa se their exposure to exports. In addition, post Channel
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Nine, they are gearing up to introduce denim garments under their in -house brand, which will further
establish their leadership in the attractive segment going forward.

Indian Denim Sector

India is the second -largest producers of denims after China. Denim is of the most promising category in

I ndi ads apparel mar ket . In 2013, t h e R$.e13,5000 Crnwhichkaecounts f I nd
for 5 percent of the total apparel market of the country. The market is projected to grow at a CAGR of

15 percent to become  Rs. 27,200 Cr. market in 2018.

The denim mar ket in India is skewed towards mends segmel
from it. Womenbs denim segment cont r andthe keds se@nerm thereseht t o t
percent . The womenés and kidbés denim segments are expect

their lower base and increasing focus of brands and retailers on those segments.

The value share of denim market is skewed in favour of mega metros and metros, which account for
almost half of the total denim market at a share of 49 percent. Though the markets of other urban

areas and rural India contribute high in volume terms, their combined share in market value is only 51
per cent.

In India unbranded denim products dominate the market with around 60 percent share of the market.

The share of brands in ~ denim market stands at 40 percent. Most of the unbranded players operate on

the lower price segment of the market where awareness of quality of fabric, finishing and washes,
design and fit are relatively low.

The emergence of semi  -urban clusters, areas having less number of farming communities, across the
country has opened a plethora of opportunities for regional brands a nd retailers. A typical denim
consumer of the semi  -urban cluster demonstrates a blend of the characteristics of urban and rural
consumers; like an urban consumer he or she shows awareness of brand and product quality and like a
rural consumer pricing and a ffordability plays a crucial role in his or her purchase decisions.

Denim market - Key demand driving factors

1) An aspiration youth (15 -29 year olds) with higher spending power than previous generations,
which make 26 percent of the consuming population.

2) A wide range of consumer segment that consider denim as an apparel of choice owing to its
comfort and style.

3) Favoured preference for denim amongst youth owing to its versatile association.

4) Increasing usage of denim products by women and youth in smaller cit ies and rural India.
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Key trends

1) In India most of the denim manufacturers focus on the domestic markets as the value
realisation remains higher in domestic market than in export markets.

2) In the recent times the industry has witnessed entrance of new fabric manufacturers which
is expected to make the market for denim fabric more price competitive in the coming
years.

3) Cotton remains the fibre of choice in denim apparel. In blended denim fabrics polyester is
being used as weft threads.

4) The demand for stretch denim is growing at a faster rate in India market due to its comfort
and fit characteristics.

5) The colour of denim jeans is no longer limited to traditional blue colours. Indian youth has

started accepting denim in different colours including green , red, yellow etc.
Seamless Garments Division

a) Seamless Garments capacity T 9,000 p ieces capacities per day

b) The Seamless Garment division has 36 machines imported from lItaly which requires
minimal man power and is fully computerized. The designs are feeded into the system by
the designer. Workforce is trained to handle the complexity of the equipments.

c) Key raw material T Nylon 6.6 yarn (superior to Nylon 6 and polyester) is imported from
Thylon and Dupont. At present there are no major producers in In dia for Nylon 6 .6.
Recently, Sarla Performance Fibers has set up Nylon 6.6 pilot plant.

d Atpresent, Seamless garments wunder the brand AChann
T Brand Outlets (MBOSs).

e) The Company plans to have 10 stores (Exclusive Brand Out lets) in the state of

Maharashtra, Gujarat Karnataka and Andhra Pradesh to create Brand Awareness as
customers can feel the high quality product.

f) The Company had consulted a PR agency for signing a brand ambassador but the PR
agency suggested the Company t o take a yearodés time to smoothen
Company expects to develop the brand in next two years. According to the Management,
once the stability is achieved, the Company may sign a brand ambassador.

g) One store would be ideally have an area of 350 -800 sq. ft.

h) Capital Expenditure of one store would be around Rs. 50 lakhs

i) The Company plans to produce 3 mn pieces by FY16 and expects a growth rate of 100%
for initial 3 years. Post 3 years, the Company expects to witness a growth rate of 18 -20%
in Seamless garments segment.
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Seamless technology benefits

Seamless Garment technology is advancement in apparel industry which eliminates the fabric
laying, cutting and sewing process.

By eliminating the cutting and sewing process, complete garment knitting provides a variety of
advantages in knitting production such as saving in cost and time, higher productivity, quick
response production, homogeneity and other advantage.

a)
b)
c)
d)
e)
f)

9)
h)
i)
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Reduce d labour costs

Fewer machines

Smaller work space

Lower energy costs

Reduce yarn and fabric inventory

Quicker samples

Production of complete garment

Engineered features like compression, ventilation
Just in time production

Appearance

performance

Comfort . Design, flexi
& Benefits bility &
durability styling

Better fit &
support
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A new aspirational briamelo AlChamankde d N
1) Foray i nt o t lbrandedappael 6is intimate, active & casual wear category.
2) Innovative first -of-its-ki nd O6seamless technology6é introduced i

3) Present manufacturing capacity of 3.6 min units p.a.
4) Latest world class seamless technology imported from lItaly.
5) Leveraging 6made in Indiad to tap export markets

Brand Story

Channel nine clothing is designed to provide the woman of today, ultimate freedom of movement,
comfort, fit and an enhanced fashion quotient, as she rushes about her daily business.

A) Target group
Channel Nine Woman is independent.
She is always onthe  move

1
1
1 Fashion and fitness are her way of life
9 Her clothes are effortless
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B) Consumer Preference

a) Change in the lifestyle

b) Performance features like odour resistance & moisture management
c) Not very price sensitive

d) Better look, perfect fit, trendiness are key purchase parameters

C) Selection Criteria

9 Fit, Quality, Style, Emotional Connect, Price

Proposed Marketing Activities for Seamless garments
Promotional / mass media ATL

a) Display ads

b) PPC

c) Social media paid ads
d) Contexts

Online, digital & social media

a) Mainline dailies

b) Lifestyle magazines
¢) Radio

d TVvC

City specific promotions

a) OOH

b) Ground activations
c) Local FM

d) Messages/ whatsapp

In store branding/ visual merchandising
a) Special offers

b) Promotions
c) Sponsored ads
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4 Pronged Strateg y for Seamless Garments Division

=

Private

Label Commerce

1) Exclusive Brand Outlets

a) 10 Exclusive outlets targeted to be launched by March 2016.
b) Asset light, franchisee model to be adopted.

2) Multi Brand Outlets

a) 400 Multi Brand outlets across 24 states
b) 1,000 stores targeted

c) Tie up with Central (Future Retail)

d) In discussions with other large retailers

3) Private Label
a) In discussions with overseas retailers
b) In Licensing opportunities via JVs, being explored from Poland, USA and Australia

4) E T Commerce

a) Company portal

b) Tieupswith E 1 Commerce majors like Flipkart, Amazon, ebay, Sanpdeal, Paytm,
Fashiontech, Belletouch.
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7) Prudent Financial Management

FY05 FY06 FYO07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 TOTAL

PAT (RS. 14 25 27 5 -16 17 57 17 51 41 52 290
Crs.)

CFO (Rs. 20 16 -20 59 110 64 75 209 155 163 136 987
Crs.)

CFO/PAT 1 1 -1 11 -7 4 1 12 3 4 3 3

*)

Prudent cash flow management

> Aids in deleveraging é

FY05 FY06 FYO7 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15

Eq 78 137 188 193 177 190 240 252 298 331 372
(rs.
Crs.)
Debt 185 312 645 730 693 693 718 652 564 498 535
(rs.
Crs.)
D/E 2 2 3 4 4 4 3 3 2 2 1
Ratio
)
Despite addition in gross |

FY05 FY06 FYO7 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15

Gross 269 354 528 705 877 891 924 1059 1087 1114 1218
Block

(Rs.

Crs.)
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Industry Overview - Domestic apparel

Domestic Apparel

a) Indian domestic apparel market garners $41 bin

b) 9% CAGR over 2013E 1 2023E

¢) Highly fragmented with only 19% of sales coming from organized sector

d Womenbés wear market is |l argely dominated by unorgani z
e) Womenbés tops and shirts market is expected to post a

f) Whi | e wo mshirt ang casual wear is expected to post 15 % CAGR.

Indian inner wear

a) One of the high growth categories in the apparel market

b) Category growth is an impressive 12% CAGR

c) Present size: Rs. 15,870 crore ( US$2.9b n)

d) Expected size: Rs. 27,900 crore ( US$5.1 b n)

e) The womends innerwear segment contributes 60% to th

Indian active wear

1) Indi adés mar ket for sps$r.8lswear garners
2) Itis expected to have grown @33% p.a. between 2010 -2014
3) Some of the few trends supporting this growth are :

a) Increased media coverage of sports

b) Success of top Indian athletes

c) Investment into sports infrastructure
d) Participation from women
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Products

PV Blended Cotton Spun Cotton Open

Dyed/Grey Yarn Yarn End Yarn Texturised Yarn

Synthetic Seamless
Blended Fabric garments

Product 71 wise Revenues (FY15)

m PV Yarn mCotton Yarn m Woven Fabric & Processin m Denim Fabric m Others
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Locations

Sangam (India)
Ltd., Bhilwara

Weaving, Processing
and Seamless
Garment Plant (Atun )

Denim Plant (Biliya
Kalan)

Spinning Plant Unit -
I (Biliya Kalan)

Spinning Plant Unit -
Il (Sareri)

Current Capacities

a) Spindles - 211,296/55000 MTPA

b) Open End Rotors - 3,128/14000 MTPA
¢) Knitting Machine - 18/3000 MTPA

d) Texturising Machines - 3/7200 MTPA
e) Weaving Machines - 437/50 MMPA

f) Process House - 53 MMPA

g) Seamless Garment Knitting Machines - 36 mn pcs. p.a
h) Coal Based Captive Thermal Power Plants T 31 MW

i) Captive Solar Power Plants 1 1 MW

i) Wind Power Plants at Jaisalmer T 5MW
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