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BUY @ CMP INR 239 Target: INR 502 in 24 months

Focused Expansion in Tier 2 & 3 Cities to Drive Growth

Cantabil India Ltd is set for rapid retail expansion. In our September 2022 Industry Retail/Apparel
coverage, we projected revenue/EBITDA/net profit at INR 734 cr/INR 206 cr/
INR 96.2 cr for FY24. However, due to softer consumer demand in the apparel

. ) Scrip Details
and retail sector and a weaker festive season, the company has

underperformed relative to these forecasts. We now anticipate growth of Face Value (INR) 2.0
17.5%/15.5%/9.3% in revenue/EBITDA/net profit, reaching INR 986 cr/INR Market Cap (INR Cr) 1,996
279 cr/INR 102 cr by FY27E. Price (INR) 243
No of Sh O/S (Cr) 8.4
The company's expansion in Tier 2 & 3 cities is the primary growth driver. 3M Avg Vol (000) 417.2
Consumption patter|.15 in th?se regions are c.avolvmg,.wnh an increasing 52W H/L (INR) 852/400
preference for organized retail channels. Additionally, higher penetration of . )
retail consumption financing has driven greater demand for premium Dividend Yield (%) 1.22
products. Cantabil, with its mid-premium brand positioning, is well-positioned
to capitalize on this premiumization trend. Shareholding (%) Jun 2024
Promoter 74.1
Cantabil's aggressive retail expansion strategy is evident in its store openings, Institution 45
with 58, 69, and 86 stores added in FY22, FY23, and FY24, respectively. The Public 214

company plans to further expand, targeting approximately 650 stores by FY25,
700 stores by FY26, and 775 stores by FY27. Currently, the store ownership TOTAL 100.0
split is 75% company-owned-company-operated (COCO) and 25% franchisee-
owned-franchisee-operated (FOFO). In future we expect more COCO stores
being opened by the company, taking the COCO/FOFO split to 80:20.

Additionally, Cantabil is focusing on opening larger stores, ~1600 sq. ft from = Cabtabil Sensex
an earlier average of 1200 sq.ft. 350 - r 90000
300 4 - 80000
Ecommerce sales contributed 7.5% of total sales in FY24. The company aims 70000
for 8-10% of its sales to come from online by FY27, especially as e-commerce 250 1 60000
penetration grows in Tier 2 and Tier 3 cities, where demand for organized retail 200 - 50000
channels is increasing. 150 4 40000
- 30000
100 . . 20000

With the stated growth drivers, we initiate a BUY recommendation, targeting
a price of INR 502 (41X FY27E P/E), representing an upside of 106.6% over 24
to 30 months.

Oct-21 Oct-22 Oct-23 Oct-24

Key consolidated financial data (INR Cr, unless specified)

Net ; EBITDA Net EPS RoE PIE EV/EBITDA
EBITDA  Net Profit BVPS (%) RoIC (%)
AR (%) (%) ® (%) ) (X)
FY23 553 164 64 29.6 11.6 7.7 26.5 304 46.5 311 12.3
FY24 616 163 60 26.4 9.8 7.2 39.1 19.1 339 33.0 12.1
FY25E 754 218 79 28.9 10.5 9.5 47.6 19.9 44.2 25.2 8.7
FY26E 866 246 89 284 10.3 10.7 57.2 18.7 44.2 224 75
FY27E 986 279 102 28.3 10.3 12.2 67.9 17.9 46.8 19.6 6.4
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Fig in INR cr, unless specified
FCFF

Discount Factor @ 12.4% WACC

Discounted FCFF
Total of Discounted FCFF
Terminal Value @ 3% growth

Present Value of Terminal Value

Enterprise Value
Net Debt

Intrinsic Value -
Per Share Price (INR) 502
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DCF valuation methodology

Cantabil India Retail Ltd consistently generates stable cash flows with minimal capex.
Consequently, we have applied the DCF methodology to calculate the intrinsic value for FY27.

Using the DCF methodology, we have arrived at the FY27 final valuation of INR 502 per
share (41X FY27 P/E).

FY27 FY28 FY29 FY30 FY31 FY32 FY33 FY34 FY35
227 254 280 332 365 391 421 451 477
1.00 0.89 0.79 0.70 0.63 0.56 0.49 0.44 0.39
227 226 221 234 228 218 209 198 187
5207
2038

3986

For any further query, please email us on research@venturasecurities.com
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Our Bull and Bear Case Scenarios

We have prepared likely Bull and Bear case scenarios for the FY27 price, based on revenue
growth and EBITDA margins.

e Bull Case: We have assumed revenue of INR 1,065 cr (FY24-27E CAGR of 20.0%) and a
EBITDA margin of 30%, which will result in a "Bull Case” price target of INR 568 per share
(an upside of 138% from the CMP).

e Bear Case: We have assumed revenue of INR 913 cr (FY24-27E CAGR of 15.0%) and a
EBITDA margin of 25%, which will result in a “Bear Case” price target of INR 427 per
share (an upside of 79% from the CMP).

Bull & Bear Case Scenario

Bull Case Price
INR 568 per share

Revenue of INR 1,065 cr, EBITDA margin
of 30%

28% INR 502 per share

Bear Case Price
INR 427 per share

Revenue of INR 913 cr, EBITDA margin of
25%

Revenue of INR 986 cr, EBITDA margin of @ <4+— Target Price

Current Price
BSE INR 239 per share

Source: BSE & Ventura Research
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Strong growth outlook, improving profitability and healthy balance sheet could re-rate the valuation
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Cantabil's Price to Sales Chart
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Cantabil Retail is undervalued, and re-rating is
expected guided by strong top-line growth
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Source: Ventura Research
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Valuation and comparable metrics of domestic and global companies

PEC PEE (X EVISales (X EVIEBIDTA (X) ROE (%) RolC (%) EBITDA Margin (%) Net Margin (%)

2025 2026 2021 2025 2026 2027 2025 2026 2021 2025 2026 2027 2025 2026 2027 2025 2026 2027 2025 2026 2027 2025 2026 2021

Domestic Peers (fig in INR cr, unless specified)

Cantabil Retail India Ltd. 1,996.0 2390 09 25.2 224 19.6 25 21 18 87 75 6.4 19.9 18.7 17.9 44.2 42 46.8 754 866 986 289 284 283 105 103 10.3
Arvind Fashions Ltd 7,635.9 5721 26 66.0 426 329 15 14 12 138 115 10.0 111 152 170 214 320 347 4720 5268 5860 12.7 136 140 26 36 42
Rupa & Co Ltd 22144 2860 00 230 183 16.7 17 15 14 156 131 119 103 119 119 15.2 16.8 169 1422 1623 1785 110 115 115 74 8.2 8.2
Vedant Fashions Ltd 315514 12989 35 21 60.0 522 214 179 154 449 373 316 240 246 246 56.3 61.3 69.7 1499 1714 2,054 476 481 486 302 309 307
Go Fashions Ltd. 70536 13060 22 69.8 534 473 8.0 6.8 59 249 208 180 147 16.8 164 176 184 178 95 1078 1253 322 329 31 111 122 11.9
Kewal Kiran Clothing 4,038.6 6554 25 254 215 213 46 41 37 216 18.8 184 19.4 18.6 154 154 14.0 119 992 1150 1317 213 218 20.3 16.6 17.0 149
Page Industries Ltd 46,2328 414500 31 733 60.7 526 94 8.1 72 481 402 350 36.2 382 388 67.2 738 746 5069 5846 6,592 195 202 205 12.9 135 138
Aditya Birla Fashion and Retail ~ 35,657.8 3330 00 (921) (1982 3721 26 22 19 215 17.2 140 9.7) (4.6) 24 24 49 116 16081 1835 20,996 12.0 130 133 (25) (10) 05
Shoppers Stop Ltd (India) 8,658.6 7873 10 116.1 (61 428 24 22 19 146 12.6 124 198  (266.2) 29.9 114 123 158 4841 5856 6670 16.7 17.3 15.0 17 (262) 43
Trent Ltd 261,4006 73533 29 1467 1129 844 15.0 111 8.8 977 737 549 315 87 29.1 281 315 300 18206 24,393 30,747 153 151 16.1 10.1 9.8

Avenue Supermarts Ltd 3082880 47376 26 1037 82.6 67.7 5.6 46 38 66.6 533 837 149 158 16.2 211 233 252 61,057 73884 88651 84 87 838 54 5.6

V-Mart Retail Ltd 88193 44572 00 (382.7) 1511 780 24 21 18 218 17.0 14.1 (2.8) 6.5 115 11.0 22.2 32 3259 3790 4,344 111 124 12.7 (0.6) 14

Glohal Peers (fig in USD mn, unless specified)

Deckers Outdoor 23904.7 1568 12 303 284 254 5.1 44 39 207 203 176 36.3 326 308 1082 1442 1672 4288 4814  533% 245 217 221 17.7 16.8

Levi Strauss 7,7194 194 03 16.0 14.0 125 14 13 12 105 92 82 228 224 215 232 243 245 6317 6625 7,061 131 138 143 79 8.6

Ralph Lauren Cor 11917.8 1924 11 178 16.0 149 19 17 16 9.7 102 9.3 210 288 210 230 340 38 6631 6760 7,052 19.2 16.8 175 9.7 10.6

Urban Outfitter 33085 %9 03 118 9.8 95 07 0.7 07 5.0 70 6.6 137 134 12.3 154 14.2 135 5153 5465 5758 143 101 101 5.6 6.3 6.2
Guess Inc 9873 192 156 50 73 65 0.6 04 04 33 43 39 29.8 250 25.3 18.6 218 291 2777 3085 3200 19.2 94 9.9 71 44 47
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Revenue growth and margin expansion deserves re-rating in valuation
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Cantabil’s Financial Summary

Figin INR Cr (unless specified) FY23 FY24 FY25E FY27E FY28E FY29E FY31E FY32E FY33E FY34E
Revenue from operations 2519 383.2 5528 | 6165 754.0 866.1 9856 | 11052 12248 13443 14639 15834 17030 18226 19421
YoY Growth (%) (55 521 m2l 115 23 14.9 138 : 121 108 98 89 82 76 70 6.6
Raw Material Cost 81.7 128.0 1607 § 1955 226.2 259.8 257 1 3316 3674 4033 439.2 475.0 510.9 546.8 582.6
RM Cost to Sales (%) 348 334 291 : 317 300 300 300 : 300 30.0 300 300 300 30.0 300 300
Employee Cost 438 62.0 95 1187 1310 162.0 1852 1 209.1 2330 256.9 280.8 304.7 3286 352.6 376.5
Employee Cost to Sales (%) 16.6 162 176 1 192 182 187 188 : 189 190 191 192 192 193 193 194
Other Expenses 629 83.1 1310 : 1396 1725 1982 2551 259 2803 307.6 335.0 3623 389.7 417.0 444.4
Other Expenses to Sales (%) 250 217 2371 27 229 22.9 229 : 229 29 22.9 229 229 29 229 229
EBITDA 594 110.2 163.6 : 162.7 218.2 246.1 2792 | 3117 344.1 376.5 408.9 4413 4738 506.2 538.6
EBITDA Margin (%) 236 287 296 1 264 289 284 831 22 28.1 280 27.9 279 278 27.8 2.7
PAT 9.7 38.1 67.2 : 62.2 793 89.2 1016 : 1153 129.5 1239 1318 152.6 161.2 169.9 183.2
PAT Margin (%) 38 9.9 1221 101 10.5 103 1031 104 10.6 9.2 9.0 9.6 9.5 9.3 94
Net Profit 9.7 38.1 612 | 62.2 793 89.2 1016 : 1153 1295 1239 1318 152.6 161.2 169.9 183.2
Net Margin (%) 38 9.9 122 : 101 105 103 103 : 104 106 9.2 9.0 9.6 9.5 9.3 94
|
Adjusted EPS 12 46 8.0 : 14 9.5 10.7 122 : 138 15.5 14.8 15.8 18.2 193 203 21.9
P/E(X) 206.4 524 2.7 1 321 252 24 196 : 173 154 161 151 131 124 11.7 109
Adjusted BVPS 148 19.1 26.5 : 39.1 47.6 572 679 1 80.0 9.7 105.5 1181 132.7 148.1 164.4 1819
P/BV (X) 161 125 90 1 6.1 5.0 42 35 : 30 25 23 20 18 16 15 13
Enterprise Value 2,0007 19915  2,016.6 : 1993 19029 1849 17838 | 17046 16184 15272 14288 13312 12289 11232 10177
EV/EBITDA (X) 337 181 123 1 121 87 75 6.4 : 55 47 4.1 35 30 26 22 19
: I
Net Worth 124.0 160.1 214 3265 397.8 4781 5675 1 669.0 7829 882.1 975 11096 12385 13745 15210
Return on Equity (%) 78 238 304 : 19.1 19.9 187 17.9 : 172 165 140 133 137 130 124 120
Capital Employed 1384 160.1 247 3362 409.7 4918 5831 1 6865 802.3 9033 10107 11346 12654 14033 15517
Return on Capital Employed (%) 116 272 348 : 246 4.7 28 214 : 20.1 188 182 174 175 165 156 149
Invested Capital 130.1 156.8 2433 1 3011 306.0 3383 3567 1 3788 406.6 414.6 421.6 446.1 4721 502.9 544.0
Return on Invested Capital (%) 156 435 4651 339 4.2 4.2 46.8 : 487 49.5 530 55.8 59.5 59.1 580 56.9
: I
Cash Flow from Operations 66.5 %03 510 1267 113.1 119.7 1342 1 149.9 164.6 1875 203.0 2134 21.2 240.1 250.7
Cash Flow from Investing (1.0) (41.0) (349) : (51.6) (4.8) (27.6) (1501 (213) (293) (12.0) (137) (179 (3.0) (29.6) (379
Cash Flow from Financing (552)  (544)  (428)1 (44)  (396)  (23)  (462) : @74 (472)  (824)  (890)  (960)  (1000)  (1029)  (1055)
Net Cash Flow 43 (5.9) (1.8): 37 68.6 498 BOp 812 88.1 93.1 1003 995 104.2 1076 1074
Free Cash Flow 782 60.3 623 96.7 150.8 184.1 wal 502 279.6 3323 364.8 3913 214 450.6 4712
FCF to Revenue (%) 310 157 113 : 157 200 213 231 I 230 2.8 247 249 2.7 247 4.7 24.6
FCF to EBITDA (%) 1316 547 81 594 69.1 74.8 s14 1 816 812 88.3 89.2 88.7 89.0 89.0 88.6
FCF to Net Profit (%) 809.3 158.3 926 1 1553 190.3 206.4 2238 : 2205 2159 268.2 276.7 256.5 2615 2652 2604
FCF to Net Worth (%) 63.0 376 28.1 i 296 379 385 40101 380 357 377 36.9 353 340 328 314
! !
Total Debt 14 0 3 I 10 12 14 16 1 17 19 pil 3 25 27 29 3
Net Debt 6 ) 2l () @ (40 (@) : (900 (%)  (468)  (566)  (664)  (166)  (872)  (977)
Net Debt to Equity (X) 0.0 (0.0) 0.1 : (0.1) (0.2) (0.3) 04y (04) (0.5) (0.5) (0.6) (0.6) (0.6) (0.6) (0.6)
Net Debt to EBITDA (X) 0.1 (0.0) 0o1n (02 (0.4) (0.6) (0.8) : (0.9 (11) (12) (14) (15) (L6) (17) (18)
Interest Coverage Ratio (X) 08 28 4.0 : 32 4.0 43 4.6 : 5.2 6.0 37 36 39 4.0 4.1 44
|
Fundamental scores | :
Altman Z Score 12 51 41 : 44 42 42 419 41 42 31 30 29 29 28 28
Piotroski F-score 6.0 10 10| 5.0 8.0 10 701 10 10 4.0 5.0 6.0 5.0 6.0 10
Beneish M-score 27) (L9) (0.5) L _ (l7)_ _ _(11) . (ls)_ _ _(13) : (18) (L8) (19) (2.0) (19) (L9) (L9) (19)

Source: ACE Equity, Company Reports & Ventura Research

9|Page (4'" Oct 2024) For any further query, please email us on research@venturasecurities.com



& ventura

A

CANTABIL

onal Clothing

Cantabil Retail India Ltd SWOT Analysis

Cantabil Retail India Ltd

Growth Drivers

The company is opening
stores in Tier 2 and 3 cities,
targeting the growing middle
class to enhance sales
performance.

By optimalizing operations
and reducing raw material
costs, the company is
expected to achieve higher
margins in the future.

In-house brands offer value
for money, higher margins,
and potential to develop into
self-sustaining brands,
strengthening Cantabil’s
competitive edge.

10| Page (4t Oct 2024)

Key Challenges

Fluctuating input costs like
raw material and power costs
can impact profitability of the
company.

With ~130 inventory days,
significant capital is stuck in
inventory, posing a challenge
to manage working capital.

Expanding store presence
involves challenges in
securing prime locations,
getting space at reasonable
rent, and executing timely
legal processes.

New Trends

Expansion into adjacent
categories like women’s wear,
kidswear, and innerwear
offers new growth avenues
and product diversification

Increasing consumer
preference for premium
products supports Cantabil’s
strategy to enhance average
price realization per item.

Customers seek one-stop
solutions for apparel needs,
driving demand for exclusive
brand outlets offering diverse
product categories.

Increased internet and mobile
penetration drives more
consumers to fulfill their
apparel needs through online
channels.

Investment

Themes

Cantabil has capacity to
produce 1.5 million garments
annually, aims to further
increase output within
existing infrastructure.

Online sales more than
doubled in FY24; targeting 8-
10% of total sales from e-
commerce channels within
the next two years.

Cantabil focuses on Retail
expansion, largely in the
Company Owned Company
Operated (COCO) format,
taking the store count to 700
by FY26

For any further query, please email us on reasech@venturasecurities.com
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Why didn’t Cantabil perform as per our forecast?

In our September 2022 forecast, we projected revenue/EBITDA/net profit
at INR 734 cr/INR 206 cr/INR 96.2 cr for FY24. The FY24 actual figures
reported were INR 616 cr/INR 164 cr/INR 62 cr.

Retail Footprint: Cantabil opened 533 stores in FY24, falling short of the
expected 560. Despite fewer stores, the total floor area expanded to 6.6
lakh sq.ft., surpassing the forecast of 6.4 lakh sq.ft., indicating a strategy
of larger stores. Revenue per store dropped to 1.26, below the expected
1.45, and sales per square foot declined to INR 9,341 from the anticipated
INR 12,650. This was also a decrease from the previous years’ levels of
around INR 10,000/sq.ft.

Revenues: The apparel sector faced subdued growth in FY24, mainly due to
weak consumer demand, impacted by factors like the National Elections,
heat waves, and fewer wedding dates, which reduced footfall both online
and offline.

Expenses: EBITDA margins were forecasted at 28.1% but underperformed
by 140 bps at 26.7%, primarily due to higher employee costs, which
reached 19.2% of sales, above the expected 16.8%. Additionally,
commissions were higher than anticipated, at 7% of sales versus the 6%
forecast. Depreciation exceeded projections by approximately INR 40 cr,
driven by increased write-offs of right-of-use assets.

What does the company plan to change?

The company intends to revamp its retail expansion strategy, targeting the
addition of 70 to 80 stores annually, with the goal of reaching 700 stores
by FY26, and 775 stores by FY27. It also plans to open larger stores,
averaging 1,600 sq.ft., to enhance customer experience and optimize store
performance.

Using FY23 as a benchmark, the company aims for an EBITDA margin of
28% to 30%, driven by lower material costs and improved operational
efficiency. While projecting 15% volume growth, the company has no plans
to add additional capacity in the near term, thereby focusing on
maximizing the utilization of its current capacity to boost free cash flow.

For any further query, please email us on research@venturasecurities.com
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Category-Wise Split -
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The company has demonstrated a focus on expanding its Women's Wear and Kids' Wear offerings by
opening more stores dedicated to these segments. This diversification in its product line is aimed at
providing customers with a "One Stop Solution” for all family needs. By catering to a broader range of
customers, the company expects to significantly boost its Average Bill Value, enhancing overall revenue per
customer and driving growth across its retail portfolio.

Focus on Opening Ladies & Kids Stores

250 - EFY21 Fy22

200 A

150 A
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80

Men's StoreMen's & LadiesFamily Store Ladies & Kids Ladies Store

Store Expansion

100 -

Women's wear, Kids Wear, Accessories contributing
higher % of Total Revenue

HFY21 FY22 FY23 FY24
86 87 86 83
9 9 910
3334 2223
T . T — T — 1
Men's Wear Women's Wear  Accessories Kids Wear

The company currently operates 533 stores. It plans to open 700 stores by FY26, and 775 stores by FY27.
We expect the company to open ~70 to 80 stores every year.

INR 1000 Cr Revenue by FY27E

I Revenue YoY Growth (%)
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FY19 FY20 FY21 FY22 FY23 FY24 FY25EFY26E FY27E
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Revenue per store expected to increase y-o-y

. COCO FOFO Revenue Per Store

FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
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1.30
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0.90

0.70
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COCO Stores to be ~80% of total floor area
m COCO FOFO

100

FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E

Opening 1600 sq ft. stores going forward

N Floor area (sq ft) Average area per store

1,200,000 - - 1,600
1,000,000 - - 1,400
L 1,200
800,000 - L 1,000
600,000 - L 800
400,000 - - 600
L 400
200,000 - L 200
0 L o

9 O N D D A & & A

N o N
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Profitability

e The company's profitability is expected to improve,
supported by increasing gross margins due to lower
material costs.

e EBITDA margins are projected to rise by 160 bps,
from 26.7% to 28.3% by FY27E, driven by reduced
advertising expenditure. The company plans to cap
its advertising budget at 1.5% of sales going forward.

e Net Profit Margins are anticipated to remain steady
at around 10% through FY27, reflecting consistent
performance in line with the company’'s financial
outlook.

13|Page (4'" Oct 2024)
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COCO based expansion

The company currently operates around 400 Company
Owned Company Operated (COCO) stores, maintaining a
75:25 COCO/FOFO split.

Going forward, it aims to expand primarily through the COCO
model, with plans to open approximately 150 new COCO
stores, bringing the total to 560 by FY27. This expansion will
result in a revised COCO/FOFO ratio of 80:20.

Larger stores

The company is focused on opening larger stores, believing
that these stores provide greater utility by offering a wider
range of products under one roof, serving as a one-stop
solution for customers. Future stores will average 1,600 sq.ft.

Volume growth

We expect ~15% to 18% volume growth y-o-y. The company
currently produces 60 lakh pieces per annum as of FY24, and
plans to produce ~90 lakh pieces by FY27.

Efficient Operation maintaining profitability

I EBITDA Net Profit
300 T r 40
EBITDA Margin (%) Net Margin (%)

250 A
- . - 30

200 A
150 - I - 20

100 -
- 10

50 - .

0 - - 0

FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
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Cash Flows FCFF expected to increase backed by strong
. ) profitability
e With robust sales growth and stable margins, cash = CFO FCFF
flows are expected to increase in the coming years.
CFO to EBITDA (%) FCFF to Net Profit (%)
e As a zero-debt company, interest outflows are
minimal, limited to only short-term borrowings. 250 - - 1,000
e The company maintains a dividend payout policy of 200 - - 800
10-12% through FY27, thereby controlling its cash 150 - | 600
outflow.
¢ 100 ‘ - 400
e Supported by strong year-over-year profit growth
and minimal CAPEX plans for capacity expansion, the >0 1 . . l l [ 200
e lon, =t | |
company is projected to generate substantial cash o MEmT EHUBD =T =l
flow, enhancing its financial flexibility and liquidity FY19 FY20 FY21 FY22 FY23 FY24 FY25EFY26E FY27E
position.

Working Capital
Working Capital Cycle to be ~100 days

e Working capital trends are expected to remain
mmmm Payable Days Inventory Days consistent, with the company maintaining a 100-day
working capital cycle as per guidance.

Receivable Days Net Working to Sales (%)
200 - - 40 e The company follows a strict credit control policy,
keeping receivable days at just 11 days in FY24.
150 - - 30 Receivables turnover is expected to stay within the
range of 8-11 days going forward.
100 A - 20

e The company completes approximately three
50 A L 10 inventory cycles per year and is expected to continue

this trend. However, there is potential for
0 J I I I I I I 0 improvement in inventory management, as peers

achieve a 4X inventory turnover.

FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
e Payable days have been steadily decreasing, from 56
days in FY21 to 32 days in FY24. The company
expects payable days to remain stable and not
decline further in the future.

CAPEX Fixed Asset Turnover to increase backed by

higher incremental sales over CAPEX
e The company operates a manufacturing facility

spanning 2 lakh sq. ft. in Bahadurgarh, Haryana. BN Gross Block Fixed Asset Turnover
e It plans to enhance both output and capacity within 350 - -7
the same plant through FY27, indicating minimal 300 - L 6
CAPEX plans until that time. 250 - _ L 5
e With robust cash flow generation, the company 200 - -4
intends to fund its entire CAPEX from internal 150 + -3
accruals, maintaining its zero-debt strategy and 100 - -2
avoiding any new borrowing. 50 A -1
0 - -0

FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
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Strong profitability driving higher return ratios Return Ratios
s Net Worth Invested Capital Supported .by robust prgfitability and strong 'equity,. ipternal
accruals will be the primary source of capital, driving an
ROE (%) RolC (%) upward trend in return ratios going forward.
600 1 _ [0 e Return onInvested Capital (ROIC) is projected to improve
500 L a0 significantly by 1300 bps, increasing from 34% in FY24 to
400 - 30 47% by FY27E.
300 - ‘ I
200 - - 20 e Return on Equity (ROE) is expected to remain stable at
L 10 approximately 19% in the coming vyears, reflecting
100 - ™~ consistent performance and effective capital utilization.
0 -+ - 0

FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
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We analysed the FY24 annual report of Cantabil Retail India Ltd. and our key

observations are as follows:

Key takeaways

Retail Expansion in New Markets: The company is opening stores in Tier 2 and 3
cities, targeting untapped markets and new customer segments, particularly the
growing middle class, to enhance sales performance.

E-commerce Growth: With India's e-commerce sector expanding rapidly, Cantabil
is capitalizing on this by strengthening its online platform and omnichannel
strategy to cater to tech-savvy consumers. Continued investment in e-commerce
infrastructure and digital marketing will support online sales growth.

Omnichannel Strategy: Cantabil focuses on providing a seamless shopping
experience, blending online and offline channels. Customers can shop at their
convenience with access to a wide range of products both in stores and online.

Website Optimization: The company has improved its website's functionality,
ensuring a smoother user experience and more effective engagement with online
customers.

Brand Awareness: Cantabil has built a strong brand in the Indian retail market,
offering quality products, trendy designs, and affordable pricing. Increased brand
recognition is expected to lead to higher footfall in stores and increased sales.

Customer Loyalty Programs: Customer retention is a key focus, with investments
in personalized engagement, loyalty rewards, and other initiatives aimed at
fostering long-term relationships and ensuring repeat business.

Board members

Except for FY24, the board members has been consistent since the past 4 years, which
shows their confidence in the company and its management.

Board members

Name FY21

Mr. Vijay Bansal
Mr. Deepak Bansal
Mr. Basant Goyal
Mr. Rajeev Sharma
Mr. Lalit Kumar
Mrs. Arpana Jain

FY22 FY23 FY24

Chairman and Managing Director ~ Chairman and Managing Director ~ Chairman and Managing Director ~ Chairman and Managing Director
Whole Time Director
Whole Time Director
Non-Exec Independent Director ~ Non-Exec Independent Director ~ Non-Exec Independent Director ~ Non-Exec Independent Director

Whole Time Director
Whole Time Director

Whole Time Director
Whole Time Director

Whole Time Director
Whole Time Director

Non-Exec Independent Director
Non-Exec Independent Director

Mr. Balvinder Singh Ahluwalia ~ Non-Exec Independent Director ~ Non-Exec Independent Director ~ Non-Exec Independent Director

Mrs. Renu Jagdish
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Non-Exec Independent Director ~ Non-Exec Independent Director ~ Non-Exec Independent Director
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Ventura Business Quality Score

Key Criteria Score Risk Comments

Management & Leadership

Management Quality 7 Low The management is fairly experienced in the Retail/Apparel industry.

Promoters Holding Pledge 9 Low The promoter holding stands at 74.1% and there is no pledge against this holding.
Board of Directors Profile 7 Low The directors have significant experience in their respective sectors and are experts in

their areas

Industry Consideration

The Retail sector is expected to grow significantly in India, especially in Tier 2 and Tier

Industry Growth 8 Low 3 cities and Online Shopping (eCommerce).
Regulatory Environment or Risk 8 Low There is no direct regulation or policy related to Retail/Apparel Industry.
Entry Barriers / Competition 3 High Although Cantabil positions itself as a mid-premium brand, entry barriers aren't very

significant in this sector, and price based competition is likely.
Business Prospects

Cantabil plans to expand into Tier 2 & Tier 3 cities, and promote growth through the

New Business / Client Potential 8 Low .
online channel. Both areas are under-penetrated.
. . ee L. . Although Cantabil plans to expand into Women's Wear, Kids Wear, and Accessories, all
Business Diversification 4 Medium .. .
of them can be prey to muted conumer demand due to macro-economic situations.
. The company can gain significant market share in the less penetrated tier 2 and tier 3
Market Share Potential 8 Low pany 8 & P
towns.
Full price sell-throughs (lower discounting), lower raw material cost through supplier
. . . . negotiations, and lower employee cost through higher floor area per employee can
Margin Expansion Potential 5 Maedium g . . . P y . &1 1ig . L .p Py
result in possible margin expansion. One major concern is the inability of the company
to achieve margins as per guidance.
. Incremental sales, lower raw material costs and lower advertising costs are the only
Earnings Growth 7 Low

factors to drive earnings growth
Valuation and Risk

Balance Sheet Strength 8 Low Lower debt is a positive, but the company can improve its inventory turnover.
Debt Profile 9 Low Company has zero long term debt, and negligible short term borrowings.
L r requirements an mfortabl rkin ital cyclei nerating stron
ECE Generation 8 Low ower capex requirements and a comfortable working capital cycle is generating strong
free cash flow.
Dividend Policy 7 Low Considering Low CAPEX requirements and no repayment of debt, we believe the

company should distribute higher dividends to its shareholders than a 12% DPR.

Total Score . . . . . .
The overall risk profile of the company is good and we consider it as a LOW risk

company for investments

Ventura Score (%)

Source: Company Reports & Ventura Research
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Management Team

Name Designation Experience

He has extensive experience in the apparel and retail business. Founded and launched the
Cantabil brand in 2000. Awarded the "Delhi Udyog Ratan Award" in 2008.
A mathematics graduate from Delhi University with deep expertise in the retail apparel

Mr. Vijay Bansal Chairman & Managing Director

Deepak Bansal Whole Time Director . . . . .
industry. Oversees marketing strategy and retail expansion across India.
. . Holds a degree in Business Studies from Delhi University. He is responsible for managin
Basant Goyal Whole Time Director . g . . y P Eing
production and overall company administration.
. . . . . A commerce graduate and Chartered Accountant with experience in finance, accounts,
Mr. Shivendra Nigam Chief Financial Officer (FCA) & . . . . P R
and regulatory compliance. Manages financial reporting and compliance.
Holds a Master's degree in Commerce and is a law graduate. Specializes in corporate law,
Ms. Poonam Chahal Company Secretary

securities, foreign exchange, and IPR, heading the legal and compliance department.

Source: Company Reports

Key Risks & Concerns

e Global Competition: Low-cost manufacturers from countries like Bangladesh, Indonesia,
and Vietnam pose a considerable threat, driving down prices and increasing competition
in the apparel sector.

e Weak Consumer Demand: In a price-sensitive and elastic market like apparel, sluggish
consumer demand can significantly impact turnover and disrupt sales growth.

e Competitive Discounting: Aggressive discounting by retail competitors may lead to
customer attrition, resulting in reduced sales for Cantabil and potential inventory
buildup.
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Cantabil’s quarterly and annual performance

Figin INR Cr (unless specified)
Revenue from operations
YoY Growth (%)

Raw Material Cost

RM Cost to Sales (%)
Employee Cost

Employee Cost to Sales (%)
Other Expenses

Other Expenses to Sales (%)
EBITDA

EBITDA Margin (%)

PAT

PAT Margin (%)

Net Profit

Net Margin (%)

Adjusted EPS
P/E (X)

Adjusted BVPS
P/BV (X)
Enterprise Value
EV/EBITDA (X)

Net Worth

Return on Equity (%)

Capital Employed

Return on Capital Employed (%)
Invested Capital

Return on Invested Capital (%)

Cash Flow from Operations
Cash Flow from Investing
Cash Flow from Financing
Net Cash Flow

Free Cash Flow

FCF to Revenue (%)

FCF to EBITDA (%)

FCF to Net Profit (%)

FCF to Net Worth (%)

Total Debt

Net Debt

Net Debt to Equity (X)

Net Debt to EBITDA (X)
Interest Coverage Ratio (X)

Fundamental scores
Altman Z Score
Piotroski F-score
Beneish M-score

Fy21

2519
(25.5)
87.7
34.8
418
166
62.9
250
59.4
236
9.7
38
9.7
38

12
206.4
14.8
16.1
2,000.7
337

124.0
7.8
1384
11.6
130.1
156

66.5

(7.0)

(55.2)
43
782
31.0
1316
809.3
63.0

14
6
0.0
01
0.8

12
6.0
(27)

FY22

383.2
52.1
128.0
334
62.0
16.2
83.1
21.7
110.2
28.7
38.1
9.9
38.1
9.9

4.6
524
19.1
125

1,991.5

18.1

160.1
238
160.1
27.2
156.8
435

90.3
(41.0)
(54.4)
(5.1)
60.3
15.7
54.7

158.3

37.6

(3)
(0.0)
(0.0)
28

5.1
70
(19)

Fy23

552.8
44.2
160.7
29.1
97.5
17.6
131.0
23.7
163.6
29.6
67.2
122
67.2
122

8.0
29.7
26.5

9.0

2,016.6
12.3

214
304
244.7
34.8
2433
46.5

751
(34.1)
(42.8)
(1.8)
623
113
381
926
281

23
22
0.1
01
4.0

41
70
(0.5)

Q1FY24

111.8
10.9
233
20.9
26.8
24.0

0.0

0.0
61.6
55.1
123
11.0
123
11.0

15

Q2FY24

135.1
16.5
46.1
341
28.1
20.8

0.0
0.0
60.9
45.1
15
5.6
15
5.6

0.9

Q3FY24

1745
7.0
49.3
282
313
17.9
0.0
0.0
93.9
538
24.1
138
24.1
138

29

194.1
11.6
758
39.0
325
16.7

0.0
0.0
85.9
44.2
184
9.5
18.4
9.5

2.2

Q4FY24 FY24

616.5
115
195.5
317
118.7
19.2
139.6
22.7
162.7
26.4
62.2
10.1
62.2
10.1

14
321
39.1

6.1

1,969.3
121

326.5
19.1
336.2
24.6
301.1
339

126.7
(51.6)
(41.4)
33.7
96.7
157
59.4

1553
29.6

10
(25)
(0.1)
(0.2)
3.2

44
5.0
(17)

Q1FY25
127.9
144
25.0
195
322
25.2
314
245
394
308
114
89
114
89

14

FY25E

754.0
22.3
226.2
300
137.0
182
1725
22.9
218.2
28.9
793
105
793
10.5

9.5
25.2
47.6

5.0

1,902.9

87

397.8
19.9
409.7
24.7
306.0
44.2

1131
(4.8)
(39.6)
68.6
150.8
20.0
69.1
190.3
37.9

12
(92)
(0.2)
(0.4)
40

42
8.0
(18)

FY26E

866.1
14.9
259.8
30.0
162.0
187
198.2
22.9
246.1
284
89.2
10.3
89.2
103

10.7
224
57.2
4.2
1,854.9
7.5

478.1
18.7
491.8
228
3383
44.2

119.7
(27.6)
(423)
498

184.1
213
748

206.4
385

14
(140)
(03)
(0.6)
43

42
70
(18)

FY27E
985.6
138
295.7
300
185.2
188
225.5
22.9
279.2
28.3
101.6
10.3
101.6
103

12.2
196
67.9
35
1,783.8
6.4

567.5
17.9
583.1
214
356.7
46.8

1342
(15.0)
(46.2)
73.0

274
231
814

2238
401

16
(211)
(0.4)
(0.8)
46

41
70
(18)

Source: ACE Equity, Company Reports & Ventura Research
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Cantabil’s consolidated financials & projections

Figin INR Cr (unless specified)
Income Statement
Revenue

YoY Growth (%)

Raw Material Cost

RM Cost to Sales (%)
Employee Cost
Employee Cost to Sales (%)
Other Expenses

Other Exp to Sales (%)
EBITDA

Margin (%)

YoY Growth (%)
Depreciation & Amortization
EBIT

Margin (%)

YoY Growth (%)

Other Income

Finance Costs

Fin Charges Coverage (X)
Exceptional Item

PBT

Margin (%)

YoY Growth (%)

Tax Expense

Tax Rate (%)

PAT

Margin (%)

YoY Growth (%)

Min Int/Sh of Assoc

Net Profit

Margin (%)

YoY Growth (%)

Balance Sheet

Share Capital

Total Reserves

Shareholders Fund

Long Term Borrowings
Deferred Tax Assets / Liabilities
Other Long Term Liabilities
Long Term Trade Payabhles

Long Term Provisions

Total Liabilities

Net Block

Capital Work in Progress
Intangible assets under development
Non Current Investments

Long Term Loans & Advances
Other Non Current Assets

Net Current Assets

Total Assets

FY21

2519
(25.5)
817
348
138
166
629
250
59.4
2.6
(299)
3.1
23
81
(49.9)
167
u8

08
00
123
49
(439)
26
212
97
38
(41.2)
00
97
38
(412)

163
107.7
1240

0.0
(18.7)
207.5

0.0

35
3164

55.5

23

0.0

01

163

33
2390
3164

FY22

383.2
52.1
1280
334
62.0
16.2
8.1
217
1102
287
854
433
66.9
174
229.1
155
4.1
28
0.0
583
152
3753
215
370
36.7
9.6
280.1
0.0
36.7
9.6
280.1

163
1438
160.1

0.0
(13.9)
291

0.0

43
379.6

94.3

09

0.0

0.1

16.0

36
264.8
3796

FY23

552.8
42
160.7
29.1
91.5
176
1310
237
163.6
29.6
485
53.5
1100
19.9
64.6
44
282
39
0.0
86.3
156
481
20
255
64.2
116
749
0.0
64.2
116
74.9

163
205.0
214

0.0
(16.7)
2440
0.0
5.9
4546
105.5
120
0.0
0.1
158
13
3199
454.6

FY24

6165
115
1955
317
1187
192
1396
27
1627
2%4
(0.5)
62.4
1003
163
(8.8)
47
314
32
15
75.1
122
(13.0)
1456
194
605

(59)
00
605
9.8
(59)

167
309.7
3265

0.0
(229)
3004
0.0
16
6116
120.6
352
0.0
01
192
14
435.1
6116

FY25E

7540
23
26.2
30,0
137.0
182
1725
229
2182
289
34.1
8.1
135.1
179
34.7
47
339
40
0.0
105.9
141
41.1
26.7
25.2
793
105
311
0.0
793
105
311

167
3811
397.8

0.0
(229)
3214
0.0
88
705.2
156.4
0.0
0.0
0.1
35
17
5234
705.2

FY26E

866.1
149
259.8
30,0
162.0
187
198.2
229
26.1
284
128
96.4
149.6
173
10.7
48
352
43
0.0
1192
138
125
30.0
25.2
89.2
103
125
0.0
89.2
103
125

167
4614
478.1

0.0
(229)
3235
0.0

104
789.2
1715

0.0
0.0
0.1
210
20
588.5
789.2

FY27E

985.6
138
295.7
30.0
185.2
188
255
229
2192
283
135
1124
166.8
16.9
115
49
359
46
0.0
1358
138
139
342
252
101.6
103
139
0.0
1016
103
139

16.7
550.8
567.5

0.0
(229)
3190

0.0

119
8756
166.1

0.0

0.0

0.1

30.7

23
6763
8756

Figin INR Cr (unless specified)

Per share data & Yields
Adjusted EPS (INR)

Adjusted Cash EPS (INR)
Adjusted BVPS (INR)
Adjusted CFO per share (INR)
CFO Yield (%)

Adjusted FCF per share (INR)
FCF Yield (%)

Solvency Ratio (X)
Total Debt to Equity
Net Debt to Equity
Net Debt to EBITDA

Return Ratios (%)

Return on Equity

Return on Capital Employed
Return on Invested Capital

Working Capital Ratios
Payable Days (Nos)
Inventory Days (Nos)
Receivable Days (Nos)

Net Working Capital Days (Nos)
Net Working Capital to Sales (%)

Valuation (X)
P/E

P/BV
EV/EBITDA
EV/Sales

Cash Flow Statement

PBT

Adjustments

Change in Working Capital
Less: Tax Paid

Cash Flow from Operations
Net Capital Expenditure
Change in Investments
Cash Flow from Investing
Change in Borrowings
Less: Finance Cost
Proceeds from Equity
Buyback of Shares
Dividend Paid

Cash flow from Financing
Net Cash Flow

Forex Effect

Opening Balance of Cash
Closing Balance of Cash

FY21

12
58
148
8.0
33
94
39

0.1
0.0
0.1

18
116
15.6

56
179

129
353

206.4
16.1
337

19

123
516
52
(2.6)
665
(7.9)
08
(7.0)
(212)
(248)
00
00
(33)
(55.2)
43
00
a1
83

FY22

44
9.6
191
106
45
12
30

00
(00)
(00)

2338
212
435

]
140

95
26.1

543
125
18.1

5.2

583
632
(109)
(215)
889
(454)
44
(41.0)
(286)
(24)
00
00
(L.6)
(54.4)
(64)
00
83
19

FY23

11
141
26,5

8.6

36

14

31

0.1
0.1
0.1

304
348
46.5

37
143

114
312

311
9.0
123
36

863
803
(129)
(220)
71
(38.)
(00)
(38.)
(9.0)
(282)
00
00
(57)
(428)
(438)
00
32
(L6)

FY24  FY2SE  FY26E

12 9.5 107
147 194 222
391 476 512
149 135 143

63 5.7 6.0
116 180 220
48 16 9.2
0.0 0.0 0.0

0 02 (03
(02 (04  (0f)

191 199 187
6 U1 18
39 M2 42

EY) EY) 2
136 136 136
1 1 1
115 115 115

316 316 316

B B2 4
61 50 42
21 81 75
25
751 1059 1192
g2 T3 660
(28 (5 (355)
(146) (267 (30.0)
1249 1131 1197
(555) (518) (368)
39 469 92
(5L6)  (48) (276)
(530 22 18
(14 (339 (352
4 00 00
00 00 00
4 (19 69
(414) (396 (423)
39 686 498
00 00 00
14 31 1037
B4 1037 1535

FY27E

122
256
67.9
16.1

6.7
212
114

00
(04)
08

179
214
46.8

2
136
1
115
316

196
35
6.4
18

1358
704
(373)
(34.2)
1342
(203)
53
(15.0)
19
(35.9)
0.0
00
(122)
(462)
730
0.0
1535
2264

Source: Company Reports & Ventura Research
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Disclosures and Disclaimer

Ventura Securities Limited (VSL) is a SEBI registered intermediary offering broking, depository and portfolio management services to clients. VSL is member of BSE, NSE
and MCX-SX. VSL is a depository participant of NSDL. VSL states that no disciplinary action whatsoever has been taken by SEBI against it in last five years except
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