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Rejuvenating the Brand

Raymond is among the most established
apparel brands in India, resonating with
consumers seeking premium apparel wear.
However, despite its rich heritage, the brand’s
market penetration has remained significantly
underexplored. In the last two to three years,
the company has revitalized its position
through several initiatives in four critical
domains: a.) Strengthening the senior
leadership team throughout various
management tiers (see exhibit 1). b.)
Committing to technological advancements
and instilling financial prudence, leadingto a
21% reduction in Net Working Capital (NWC)
over the past three years, bringing it down to
69 days. This strategic approach has facilitated
the reduction of net debt by 60% over the last
three to four years c.) Undertaking a
comprehensive restructuring of the group’s
structure by divesting the FMCG biz and
announcingthe demerger of lifestyle business.
d.) Leveraging the brand and scale in each
category to drive quality of growth. These
efforts are expected to be the key growth
drivers in the coming years.
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Rejuvenating the Brand
Rebranding a legacy with financial discipline! | Initiate coverage with a BUY

Raymond is an established apparel brand in India that resonates with consumers
seeking premium apparel wear. However, despite its rich heritage, the brand’s market

penetration has remained significantly underexplored. Over the last two to three years,
the company has revitalized its standing through strategic initiatives such as: a)
strengthening the senior leadership team across various management tiers (see exhibit
1); b) committing to technological advancements and instilling financial prudence with
a healthy 21% reduction in Net Working Capital (NWC) over FY19-23 and turning net
cash from peak net debt of INR16b; c) undertaking a comprehensive restructuring of
the group’s structure by divesting the FMCG business and announcing the demerger of
lifestyle business and real estate; and d) leveraging the brand and scale in each
category to drive the quality of growth. These efforts are likely to be the key growth
drivers going forward. We expect consolidated revenue/PAT growth of 10%/19% over
FY23-25.

Demerger and promoter’s capital infusion are the key drivers

Raymond announced three key steps to restructure the group and reinforce
promoter’s focus onthe business. Firstly, it sold the FMCG business operated by
Raymond Consumer Care Ltd (RCCL; owned 48% by Raymond and 50% by
promoter)inan all cash deal of INR28b to GCPL (4.5x EV/Sales). Secondly, it
announced the hive off of its Lifestyle business into RCCL; se parating the
consumer apparel business from the rest of the unrelated businesses viz., real
estate and engineering. Thirdly, itinfused cash of INR22b (adjusted for Tax),
including the promoter’s stake in RCCL, into the Group. All these steps have
helpedin:a) deleveraging the balance sheet and creating healthy cash to drive
growth, b) cleaning up the operating structure of respective businesses and c)
reinforcing promoter’s confidence throughiits cash infusion of INR11b at a price
of “INR1,500/share.

Multiple growth leversin place

Raymond has a legacy collection of well-established brands, but yetit has
remained under penetrated. It has now laid out a comprehensive strategy to
leverage the full potential of brands withinits portfolio: a) the branded apparel
segment has undergone arestructuring process, with the company downsizing its
loss-making EBOs and implementing tighter control over MBO channel sales. Ata
revenue base of INR13b (16% of revenue), we expect 20% revenue CAGR over
FY23-27 by adding net 150 EBOs annually (currently, at 311 stores) with afocus
on capex-light franchisee model for Raymond, Park Avenue, ColorPlus, Ethnix,
and product extensions (such as Park Avenue casual and athleisure wear); b) the
cash cow ‘branded textile business’ is expected to registerarevenue/EBITDA
CAGR at a moderate 7%/6% over FY23-27. The business demonstrates significant
potential asthe company addresses pricing gapsin the shirting segment through
innovative designs; and c) the garment segment holds a strategic advantage with
China+1 strategy, as most apparel brands seek to diversify. We expect 10%
revenue CAGRoverFY23-27, supported by new capacity expansion.
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Ethnix by Raymond — It has
apresence across 75 stores

andrevenue contribution of

INR550m

Real estate- Scaled up the
annual pre-sales runratein
Thane to INR16b and
expected to riseto INR20b

by FY25

Bringingbalancesheet
discipline-NWCdays
reduced to 69 from 110
days; Net debt declined to
INR6b in FY23 from INR16b

inFY20

Raymond

Ethnix by Raymond — Aiming to expand its wedding reach

Historically, Raymond has held a prominent position as awedding wear brand for
western wear category. However, with the prominence of new consumertrendsin
the Indian wear market, it has launched a new format known as Ethnix. It has passed
theinitial trial phase, addressing product designs, store inventory and store
economics. Presently, it has presence across 75 stores, contributing arevenue of
INR550m, cateringto both occasion and casual ethnicwear. It targetsto add 100
stores annually, which could achieve arevenue potential of INR3.5b by FY27E. The
format garners a healthy mid-60% margin, butitis yet to achieve profitability due to
its aggressive store expansion and high ad spends. Given the large unorganized
market, there is a sizeable opportunity for growth.

Real estate: A key focus area and growth driver

Raymond’s realty business has kicked off, demonstrating steady execution with a
cumulative pre-sale of INR42b since its launchin FY19. Furthermore, it has delivered
900 units across three towers in the first phase of TenX Habitat, two years ahead of
RERA date. Throughits multi-brand strategy, the company has scaled up annual pre-
salesrun-rate in Thane to INR16b and is expectedto furtherincrease it to INR20b by
FY25. The company plansto drive growth, by targeting markets outside of Thane
within MMR. Raymond has already signed up one projectin Bandra (expected to
launchin FY24), andit islookingtoadd more with an aim of doublingits pre-sales to
INR30-35b over the nextthree to fouryears. We believethe large opportunity size,
healthy balance sheet, strong cash flow potential, and emphasis on capital allocation
should aidin achieving the annual project addition targets of INR25-30b.

Bringing Balance Sheet discipline

Historically, Raymond’s key concern has revolved around its weak balance sheet, a
factor that has hindered its growth potential. In the last two to three years, it has
taken strong measures to reduce receivables, particularly in the branded textile and
apparel business and lower its leverage. The NWC days reduced to 69 from 110 days
with the lifestyle segment seeing adecline to below 2 months of NWC from nearly
3.5months. Raymond has used this along with other operational cash, and land sale
value toreduce its net debt (excluding lease liability) from INR16bin FY20 to INR6b
in FY23. With the recent FMCG transaction, it can now become net cash. Going
forward, the company plans to: a) utilize capex prudently through an asset-light
franchisee model, with atargeted total capex of INR2b; this outlay isintended to be
internally funded and b) grow without bloating WC by ensuring disciplined
managementof inventory and receivables. Subsequently, we expect cumulative OCF
of INR13b overFY23-25. Afteradjusting for cumulative capex of INR4b, it should
generate a healthy cumulative FCF of INR9b over FY24-25E.

Improving earnings trajectory

Raymond’s consolidated EBITDA margins have improved by 6.6pp over FY20-23 on
the back of a.) cost-saving measures and closure of loss-making stores and b.)
seamless price increases to the tune of 6-9% across lifestyle segmentsandc.)
improved contribution of margin-accretive real estate business at 26% EBITDA
margin with 22% EBITDA mix. We expectanimprovementin overall EBITDA margin,
projecting a40bp increase to 15% over FY23-27E. Thisimprovementis primarily led
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Compellingvaluations-
tradingat P/E of 15x and
EV/EBITDA of 9x on FY25E;
should garner ROE of
20%/17% in FY24/FY25

Raymond

by a 210bp margin expansion within the branded apparel segment, garmenting
division, and real estate business over the period. The company hasimplemented
measures to enhance economies of scale and has commenced its margin-accretive
operationsin Ethiopia. We expect revenue/EBITDA CAGR of 11%/12% over FY23-
27E, while operating leverage should drive 17% PAT CAGR with 190bp margin
improvement. The FY23 ROE/ROCE figures stood at 24/18%. We anticipate the
company to sustain these healthy levels going forward.

Compelling valuations | Initiate with a BUY

Though the stock has doubledinthe lastone year, itis tradingat a P/E and
EV/EBITDA of 15x and 9x on FY25E, respectively. Thisis significantly lowerthan the
valuation of our Coverage Universe and otherretail, discretionary companies, which
are valued at ~45-50x on a one-year forward basis. While the company enjoys a
robust brand affinity, its valuation has beenimpeded by sluggish executioninthe
past, evident from volatile PAT growth over FY11-20. However, the optimization of
costs and WC, coupled with efforts to strengthen balancesheet and transitiontoa
net cash position, have resulted in a robust capacity to generate substantial cash
flow. Raymond should garneran ROE of 20%/17% in FY24/FY25. The real estate
business, which has recentlybeen incubated onthe company’sland parcelin Thane,
has seen strong execution.

Our SOTP-based model values the real estate business at FY25E EV/EBITDA of 5x on
embedded EBITDA, assuming pre-sales of INR20b and 25% EBITDA margin, and
arrives at a valuation of INR25b (i.e., INR380/share). Adjusting for the same, Lifestyle
businessistradingata P/E of 15x. Subsequently, we assign a P/E of 22x on FY25E to
Lifestyle business, arriving at a value of INR2,070/share. Engineering business is
valued at EV/EBITDA of 7x on FY25E, arrivingata value of INR150/share. The
combine value of Real estate, Engineering and Lifestyle business works out to be
INR2,600/share. We initiate coverage on the stock with a BUY rating.

Financial snapshot of retail companies under coverage

Company Name Revenue (INR b) CAGR EBITDA margin (%) PAT (INR b) PAT CAGR
FY23 FY24E FY25E FY23-25 (%) FY23 FY24E  FY25E FY23 FY24E FY25E FY23-25 (%)
Apparel
Raymond 82.1 89.3 99.6 10 14.6 14.5 14.7 5.2 7.7 8.9 31
Trent 82.4 117.6 153.1 36 13.0 13.5 13.5 3.9 7.5 9.9 58
ABFRL 124.2 141.5 165.4 15 12.0 11.5 12.3 -0.7 -2.8 -2.4 90
VMART 24.6 29.0 34.6 18 10.9 8.8 13.2 -0.1 -0.4 1.1 N.M
Shoppers Stop 40.0 43.9 50.2 12 17.5 18.1 18.3 1.2 1.5 2.0 29
Vedant Fashions 13.5 15.2 18.5 17 50.5 49.8 50.3 43 4.9 5.9 18
Footwear
Metro Brands 21.3 24.9 30.3 19 31.9 29.5 31.8 3.6 3.7 5.0 18
Campus Activewear 14.8 16.4 19.7 15 17.1 18.9 19.9 1.2 1.6 2.0 31
Relaxo 27.8 321 38.6 18 12.1 14.9 16.5 1.5 2.5 3.5 51
Bata India 34,5 37.0 415 10 12.4 13.6 15.7 3.2 3.8 4.9 23
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Return profile and valuation of companies under coverage
Mcap CMP ROE (%) RoCE (%) PE (x) EV/EBITDA (x)

Company Name Reco (INRb) (INR) FY23 FY24E FY25E | FY23 FY24E FY25E FY23 FY24E FY25E | FY23 FY24E FY25E
Apparel

Raymond Buy 131 1,974 239 203 174 175 158 142 209 171 148 119 10.6 8.9
Trent Buy 721 1,289 16.0 252 25.7 7.9 13,5 139 1823 965 73.0 70.2 48.1 373
ABFRL Buy 208 219 -2.2 -7.1 -5.5 4.8 2.4 33 -313.6 -794 -922 | 179 166 141
VMART Buy 44 2,232 NM NM 12.4 3.2 2.7 9.7 NM NM 38.8 | 203 212 11.7
DMART Buy 2,429 3,750 160 164 184 157 161 181  102.1 845 63.1 66.6 526 39.6
Shoppers Stop Neutral 80 727 734 48.7 416 | 11.5 116 120 50.1 40.7 304 147 128 11.0
Vedant Fashions Buy 301 1,250 346 316 317 296 276 279 70.7 622 51.1 @ 457 39.8 33.0
Footwear

Metro Brands Buy 284 966 257 220 258 184 155 175 786 69.0 56.8 429 364 303
Campus Activewear Buy 92 310 212 222 220 182 194 199 785 582 459 375 299 234
Relaxo Neutral 232 930 8.5 129 16.2 8.4 12.2 151 1499 919 655 | 686 48.0 358
Bata India Neutral 213 1,657 199 23.1 237 | 144 159 172  66.0 56.6 436 278 243 206
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STORY IN CHARTS

Textiles — Expect revenue toregister a CAGR of 7% and
margin to hover around 20%

Revenue =—O=— EBITDA margin (%)
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18
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Garmenting- Expect revenue growth of 10%

Revenue =—O— EBITDA margin
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Real estate revenue to clock a 17% CAGR
over FY23-26

Revenue (INR b)

Raymond

Apparels- Expect revenue to register a CAGR of 20% with
100bp margin improvement every year

Revenue —=O=— EBITDA margin (%)
11 10 11 12 13

16.5 16.2 4.6 8.9|| : |[13.3|: |25:9): [19.1|: [22.9} [27.5

FY19 FY20 FY21 FY22 FY23 FY24E FY25E FY26E FY27E

High value Shirting- Expect revenue growth of 10%

Revenue —O— EBITDA margin
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Margin to sustain at 25%+ with a gradual increase
by FY26
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Segment-wise EBIT and RoCE - FY23

Raymond

Expect increase in FCF, led by EBITDA, efficient WC
management, and an asset-light approach

89% EBIT ORoCE OCF FCF less interest
(@)
59% <
. iy
30% 27% o ~ < g N =
11% o o) =] N 0 &
6.3 005 07 0.6 1.0 2.8 5 % e |2 8 X 2
n N~ n < ™~ < n
_ ~ ) < < < o )
g 0 5 ¥ 2 8
% b © E= 3 ™
& = g g -<¢§ g— ) g Y
< < g & o 5 ‘\,“ '
8 wn O o
S FY19 FY20 FY21 FY22 FY23  FY24E FY25E
'_
WC days improved Expect the company to become net cash by FY25
Inventory Receivable Payables =O=—WC days NetDebt (INRm) =—O= Interest Coverage (RHS)
200 24,000
5.6x
4.8x  4.7x
150 16,000
2 5x 3.0x
100 8,000 1.4x
-0.6:
8 * X
0 -8,000
EY19 EY20 FY21 FY22 FY23 FY19 FY20 FY21 FY22 FY23 FY24E FY25E
*Raymond Group is net cashbyINR16b post FMCG sale
Segment wise valuation
Segment Lifestyle Real estate/ others Consol
INR m FY23 FY25 FY23 FY25 FY23 FY25
Revenue 65,540 80,341 19,797 24,125 82,147 99,619
EBITDA 7,890 9,488 4,104 5,160 11,994 14,648
PAT 3,132 6,297 3,070 3,860 6,287 8,885
EV 1,11,035 1,11,035 31,262 31,262 1,42,298 1,42,298
Marketcap 96,147 96,147 35,262 35,262 1,31,409 1,31,409
PE Ratio 30.7x 15.3x 11.5x 9.1x 20.9x 14.8x
EV/EBITDA multiple 14.1x 11.7x 7.6x 6.1x 11.9x 9.7x
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Five marquee brands —
Raymond, Park Avenue,
Color Plus, Parx and Ethnix

Rejuvenating the group

Raymond

Raymond isamong the oldestapparel brandsin India, resonating with consumers
seeking premium clothing. The company operates within two distinct segments: The
Branded fabricbusiness, offering suiting and shirting fabrics underthe Raymond

brand and the Branded apparel business, encompassing five marquee brands —
Raymond, Park Avenue, Color Plus, Parx and Ethnix. Despite strong brand
recognition, its portfolio remains significantly underpenetrated in the market
comparedto its peers.

In the last few years, the company has rejuvenated its position with strong efforts
in four key areas:

Investing in technology
advancements and
bringing balance sheet
discipline by reducing
net debt by >60% over
the last three to four
years and also NWC days
from 110days to 69 days

Professionalizing and
strengthening the
senior leadership

team across the
management tiers

Leveraging the brand
Restructuring the and scale in each
group by selling category and
FMCG biz and investing in
announcing the technology to drive
demerger of its the quality of growth;
lifestyle business these efforts are
expected to
reinvigorate growth.

Strengthening the leadership team

® Inthelastthree years, Raymond has undertaken asignificantdrive to
professionalize and reinforce its board and senior management. These efforts
have been extended to bolsteringthe second tier of business leadership as well.
It has appointed Mr. Sunil Kataria—the new CEO, Lifestyle, whois ex Godrej
Consumer. He has come with a clearfocus and mandate to a.) Revive growthiin
the company, b.) Strengthen the systems and processes and governance
structures to improve the pace of decision-making and reinvigorate the growth
orientation of the company.

m  Similarly, the second-level leadershipteamisalso being strengthened forthe
Apparel segment. New members, including brand heads, the supply chain lead,
and othervertical heads, have joined to furtherenhance the team’s capabilities.
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Raymond

Exhibit 1: Leadership Team - Majority of the personnel joined post 2020

. . Joined Total . .
Name Designation . . Prior companies worked
Raymond in experience

Sunil Kataria CEO-Lifestyle 2022 27 years % Ex-GodrejConsumer Products

Dhruva Singh Chauhan CBO- Suitings 2021 26 years % Ex- G.ra sim Textiles, Re Il.ance Textiles, Morarjee Brembana
Textiles, Jayashree Textiles

. - . < Ex- OCM India (MD, CEO) 13 years, Vardhman Textiles Ltd,

Vikram Mahaldar CBO- Shirting Business 2022 24 years e Gl A e i i

Debdeep Sinha CBO Apparel 2023 31 years < E.x— Bel iance Retail, Satyam Computers, RIL, Lloyds Finance
Limited, NTPC

Manish Bharati CBO - Ga_rmentlng & 2021 32 years % Ex-Ultimaltalia /Bhartiya International, Li & Fung, Busana

International Business Apparel group
< Ex-Raymond (Apparels), Vardhman, Godfrey Phillips,

Bidyut Bhanjdeo CBO Ethnix 2014 28 years u . (App ) v s
General Mills

Vinod Salvi CBO- Homes 2023 23 years L3 E;;GCPL, Aditya BirlaFinandal services, RCC, Sesa Care Pvt

Harmohan Sahni CEO-Reality 2021 28 years % Ex-ECL Finance Gecorp Developers

Jatin Khanna Head —Corporate 2021 23 years % Ex-MaxFinancialServices

Development
Amit Agrawal Group CFO 2020 32years % Ex-JSW,JetAirways, Essar Group

Strengthening leadership

team, systems and

processes

* All retaildepartment heads will report to Mr Sunil Kataria; Source: Company, MOFSL

Strengthening systems and processes

In orderto build a robust system with swiftturnaround, crucial in the realm of
fashion, the strategy involves upgrading the SAP framework through the
integration of the S/4HANA project module across the Retail, Textile, and
Garmenting sectors. This endeavor, conducted in collaboration with IBM, is
likely to be completed inthe next 18-24 months. This could greatly amplify
enterprise modules such as B&M, production planning, and vendor
management. Furthermore, itaims to streamlineand automate various
operational processes.

It has migrated from the previous POS system to the advanced Dynamic 365 POS
across all 1,400 of its stores by 1QFY24. This transition enables the acquisition of
real-time dataand facilitates comprehensive analysis of information sourced
fromthe company’s diverse array of stores. Moreover, this data hasbeen
integratedintoits supply chain.

The company hasimplemented the above system toimprove the OTIF across
supply chainto track inventory orders and support auto replenishmentsin retail
stores. All these things have helped improvetracking frequency of operational
and salesKPlIs.

Onthefrontend,itissettingup an independent e-com and omni-channel team
withinthe business vertical. The company has initiated the process of upgrading
itsomni-channel systemtoinclude the capability of accessinginventory
seamlessly across the network, known as “endlessisles”. This should be fully
operational in the next two to three quarters.

In summary, these projects are focused on a.) Upgrading the enterprise core,
and b.) Establishing multiple omni-channels tointegrate supply chain-enabled
digital strategies. This should enhance data visibility, driving operating
efficiency. Secondly, these advancements should facilitate consumer data
analytics, aiding in targeted micro-marketinginitiatives toward pricing
strategies, sales upgrades, adoption of value-driveninitiatives, and resultingin
average bill size improvement, among other objectives.

September 2023
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Net debt reduced from

INR16b in FY20 to INR6b in

FY23

Raymond

Driving leaner balance sheet

m  Similarly, this hasinstilled a sense of discipline in managing working capital and
leverage, resultinginanimprovementin the company’s liquidity situation.
Historically, the receivables forthe lifestyle business was extended and this was
furtherincreased to over 100 days duringthe COVID pandemic. Now, it has
streamlined gradually to below 60 days.

m  Thesurplusliquidity was utilized to reduce net debt (excluding lease liability),
which came down from INR16b to merely INR6b in March’23. Postthe FMCG biz
sale, the group became net cash. The managementis now conscious of the
rational approach toward capex, and therefore, plansto drive the lifestyle
business expansion on the franchisee model.

Exhibit 2: Debt internal position

Debt INR m
External gross debt as of FY23 21,275
add: companywill issue NCD to RCCL 17,000
less: repayment of external debt (10,290)
Gross debt position 27,985
--Internal debt (to RCCL) 17,000
--External debt 10,985

Source: Company, MOFSL

Exhibit 3: WC days improved, led by reduction in receivables

and inventory days

Exhibit 4: Expect the company to become net cash by FY25

Inventory Receivable Payables —O—WC days Net Debt (INRm)  =O=Interest Coverage (RHS)
200 24,000
5.6x
145 48x  4.7x
150 16,000
96 105 o5 3.0x
100 .
0 -8,000
FY19 FY20 FY21 FY22 Fy23 FYI9  FY20 FY21 FY22 FY23 FY24E FY25E

*Raymond Group is net cashbyINR16b post FMCG sale
Source: Company, MOFSL

Source: Company, MOFSL

Exhibit 5: Debt reduction, led by FCF generation and certain sales (INR b)

20
16

X ]

-7

-15

-22 -16
-25

FY19 Net debt FCF: FY19-23 Land Sale: FY20 FMCG Sale: FY23 Net Debt

Source: Company, MOFSL
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Sold FMCG and received a
cashamount of INR22b

Raymond

Restructuring the group by selling FMCG biz and announcing the demerger
of lifestyle business

The Raymond group has long been operating as a conglomerate with many
unrelated businesses. In April'23, the company made two important decisions-

a.)

Exhibit 6: FMCG business sold at 4.5x

Raymond Consumer Care Ltd (RCCL), a 49% associate company, sold its FMCG
businessto Godrej Consumer Products Ltd (GCPL) for INR28.3b. The entity was
majorly owned by the promoter. Consequently, upon sale, the promoter
deployed the entire proceeds toward the Lifestyle business, valuingitat
INR1500. Subsequently, the company received a cash amount of INR22b (net of
tax). Theinjection of fundsis anticipated to elevate the company’s net cash
positionto INR16b presently.

Furthermore, the company announced its plan to demerge the Lifestyle business
into RCCL. This strategicdecision aimsto establish alisted entity solely
concentrated on B2C-focused Lifestyle Business, characterized by anet cash
status. Simultaneously, the Realty Business willremain a part of listed entity,
alongwithinvestmentsin Engineering and Denim businesses. Theseactions are
setto simplify the company’s operational structure, addressing along-standing
complexity. Secondly, the separation is expected to strengthen the company’s
balance sheet, thereby enhancing growth opportunities.

Exhibit 7: Amount infused by Promoters and company (INR b)

Particulars

Cash from selling FMCG vertical
FMCG Sales- FY23
EV to Sales (x)

Recd from Infused in
INR m Shareholders of RCCL %
28,250 FMCG sale Raymond
Promoter 49.7 135 11.0
6,220
Raymond Itd 47.7 13.0 11.0
45 public 2.7 0.7 0.0
Source:Companydata, MOFSL Total 27.3 22.0
Net debt -6.0
Cash surplus 16.0

Source: Companydata, MOFSL

Two pure-play Listed Entities

1.

Lifestyle and Real estate business- The apparel-related businesses will be
demergedintoaseparate entity —RCCL, while Raymond Ltd will be a pure play
real-estate and engineering company. Both the companies will be listed entities
with significant liquidity surplus (Raymond Group has INR16b cash) for growth.
Swap ratio 4:5- Post the demerger, thereisachange inthe shareholding
structure. Each shareholder of Raymond Ltd will receive four shares of RCCLfor
everyfive sharesthey currently hold.

Exhibit 9: Amount infused by Promotersand company at 4:5

Exhibit 8: Promoter fund infusion in RCCL ratio (m)
Particul INR -
articu a'js m RCCL shareholding Pre-Deal  New SH (%)

Amountinfused by promoters ~11,000 Shares  shares

No of shares issued to promoters (m) 7.3 Raymond Ltd 66.6 60.6 99

RCCL business value ~91,763 Promoters 32.7 26.2 43

Pershare value (INR) ~1,500 t—Newshatresm RCCL NA 73 12

Source: Companydata, MOFSL O promoters

-Public (Raymond) 33.9 27.1 45
Public (RCCL) 0.4 0.4 1
Total 60.9 100

Source: Companydata, MOFSL
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Exhibit 10: Demerger of Lifestyle Business - Two pure-play listed net debt free companies

Raymond Group

Raymond Ltd. N (Two Listed Entities) e RCCL
(Existing Listed Company) (To be a listed Lifestyle Company)
* To be predominantly a Real Estate company | * Branded Textile
+ Along with investments in: » Branded Apparel

Engineering
Denim (JV Co.)

RAYMONd TEN

* Garmenting

* High Value Cotton Shirting m
a --( )
AR, 53, e

Qgg RAymMond PARK AVENUE'

o . :
THEADDRESS T E N Raym(mh (ﬂ%&%ﬁ%

GS BRANDS BRANDS

HABITAT

Source: Company, MOFSL
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Focusingon branded
apparel, branded textiles

Raymond

Multiple growth levers in place

Raymond possesses a portfolio of well-recognized brands. We see aclear strategy to
unlock the full potential of these brands, signifying its commitment to focused
growth.

a)

and garmenting b)

Overhaul of the branded apparel segment, which includes downsizing the loss-
making EBOs and closing down its unprofitable MBO operations. Ata revenue
base of INR13b (16% of revenue), itcan now registera CAGR of 20% by adding
150 EBOs annually (currently, at merely 311 stores) with focus on capex-light
franchisee modelfor Raymond, Park Avenue, ColorPlus, Ethnix; product
category extension like Park Avenue casual and athleisure wear.

The cash cow branded textile business is expected to registera CAGR of 7%
overFY23-27. This growthis anticipated to be driven primarily by the shirting
segment, whichis expected to see steady growth with increased emphasis on
innovative designs.

The garment segment holds a strategicadvantage with China+1strategy. This
approach aligns with the preferences of leading apparel brands seeking to
diversify their supply chains. Leveragingits existing relationships, the company
aimsto achieve a 10% revenue growth target. This growth is expected to be
supported by new capacity expansion.

In the past, the company has faced challenges as consumer preferences shifted
toward the ready-to-wearsegment, whileasignificant portion of its business was
centered around fabrics. The companyis now focusing on both a.) branded apparel,
which has fourmarquee brands and b.) Branded Fabric, which has seen moderate

growth.
Exhibit 11: Segment-wise revenue and margins —FY23 Exhibit 12: Segment-wise EBIT and RoCE — FY23
0,
Revenue O EBITDA margin 26% 89% EBIT ORoCE
21% (©) O
e) 59%
14% 47% o
11% 11%
o o 8% © 30%  27% S
o) 11% o 0
33.6 7.6 13.3 11.0 8.6 11.2 6.3 005 07 0.6 1.0 2.8
g 2 Tz g @z -
b ‘E © E=] P=q + x 2 a "E < 7
(4] — Q. c 1] (4] = a
= & 2 g T g 2 = b7 2 g T E =
— © O o] E © 8 ]
© “» O o« © I~
P P
Source: Company, MOFSL Source: Company, MOFSL
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Exhibit 13: Revenue mix of the segments Exhibit 14: EBITDA mix of the segments
Lifestyle Real estate/ Eng Lifestyle Real estate/ Eng
24 5
20 4
6
80 1
62 66 10 12
6
FY19 FY23 FY25E FY19 FY23 FY25E
Source: Companydata, MOFSL Source: Companydata, MOFSL
Exhibit 15: Revenue mix inclining toward Apparel Exhibit 16: EBITDA mix inclining toward Apparel
Textile Apparel Garmenting B2B Shirting Textile Apparel Garmenting B2B Shirting
1
9 1
1
6 8 13 1 b
8 11 1
19 "
16 13
1
7 8
32 34 = 4
FY19 FY23 FY25E FY19 FY23 FY25E
Source: Companydata, MOFSL Source: Companydata, MOFSL

Branded Apparel segment to drive strong EBO-led growth

Raymond has a portfolio of four existing strong brands (Park Avenue (PA), Raymond
(RRTW), Colorplus (CP) and Parx) and started with an Indian wear brand called
‘Ethnix’. Despitethe strength of the brands, the company currently operates only
311 stores, indicating under penetration compared to peers. Over the last five years,
revenue from branded apparel has remained stagnant due to a) slow expansion of
own retail footprints, b) limited product portfolio concentrated on formal wearc.)
Dependence on MBO channel.

Exhibit 17: Apparels - Expect revenue to register a CAGR of Exhibit 18: Apparels - Expect EBO to register a CAGR of 27%

20% with 100bp margin improvement every year (500 net store add in FY23-27)
Revenue =—O— EBITDA margin (%) EBO —O—YoY (%)
1% 10% 11% 12% 13% 47%

32%

4% 2% 5%
’ 12% 16%  14%

16.5 (16.2 4.6 89 133 159 19.1 229 275 335 436 349 261 316 466 616 716 816
FY19 FY20 FY21 FY22 FY23 FY24E FY25E FY26E FY27E FY19 FY20 FY21 FY22 FY23 FY24E FY25E FY26E FY27E
Source: Companydata, MOFSL Source: Companydata, MOFSL
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Exhibit 19: Apparel —distribution network - FY23

Raymond

Exhibit 20: Apparel —Brand-wise sales - FY23

Others
17%

LFS
14%

MBO
19%

New
;5; Offerings
) 11% Park
Avenue
33%
RTW
20%
EBO ColorPlus
23% 19% Parx

17%

Deepening network,
widening product portfolio
andaggressive marketing

Source: Companydata, MOFSL Source: Companydata, MOFSL
It is now focusing on three-pronged strategies: a.) Deepening network, b.)
Widening product portfolio and c.) Aggressive marketing.

a.) Deepening network: The companyis planningto double the footprints to 800
EBOs by FY27 and expectstoadd 300 EBOs inthe nexttwoyears, implying 40%
CAGR overFY23-25 and 27% CAGR over FY23-27. Giventhe underpenetrated
store counts, we expectthatthe company’s expansion efforts to primarily target
Tier1 and 2 cities. The emphasis willbe on consolidatingits presence inthe top
12 citiesto achieve greaterdensity. The EBO-focused brands would be- a) Park
Avenue, b) Raymond, c) Colorplus, and d) Ethnix, while Parx will be the
MBO/Online format focused brand. These brands are underleveraged since the
number of stores stand at merely a) 90 for PA, b) 35 for RRTW, c) 100 for CP,
and d) 61 for Ethnix.

Exhibit 21: Brand-wise EBO revenue; no. of stores and productivity (INR m)

Brands No of EBO Revenue/ Store Revenue/
Stores Revenues store Size Sqft (INR)
Park Avenue 90 876 9.7 1000 9,736
ColorPlus 100 1,135 11.4 900 12,612
RTW 32 398 12.5 1300 9,574
Ethnix 61 550 9.0 1500 6,011
Total 316 3,053 9.7 991 9,752

*No of stores are of Mar’'23; Rev/sqft calculated using EOP stores Source: Company, MOFSL

b.) Widening product portfolio

In orderto create appeal amongyounger consumers, it plans to widen the portfolio.
It plansto add Casuals/ Athleisure/ Sports/ Innerwear portfolioin Park Avenue with
new designsto create an all-purposelifestyle brand. It targets to increase the
revenue scale of Park Avenue by increasing the casual wear mix to 25% from 10-
12%. Within the Raymond brand, the formal product line will be maintained, while
introducing new semi-formal segments such as Bamboo Shirts and Linen products.
On the otherhand, CP and Parx will continue to concentrate on their existing casual
portfolios.

c.) Aggressive marketing: The Company hasincreased advertisement expenses to
increase product awareness. Management plansto spend an additional INR600-
800m in advertisementforBranded apparel.
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Park Avenue to lead the mantle

It is one of the strongest Raymond brands, accounting for 33% of the Branded

Apparel business with arevenue of “INR4.5b. Despite its strength, it remains highly

underpenetrated with only 90 EBOs. It primarily serves the formal wear market,

which constitutes 90% of its offerings. It targets to post double-digit growth over the
nextthree tofour years, driven by a) channel expansion and b) category expansion.

m  Channel expansion- The Company plansto expand both EBO and MBO
footprints. It plans majority its store adds through an asset-light franchisee-led
EBO model. The franchisee gets ~39% margin and makes net ~9% store margin
afteradjustingforcosts. With such a highly underpenetrated network, the focus
isto densifythe T1 citiesand towns.

m Improving productivity of the stores: It also plansto increase the product
portfolio, streamline old stores, and close loss-making stores toimprove the
overall EBO network productivity. The expansion of product portfolioincludes
the introduction of casuals and athleisure categories, both of which have seen
strong customerresponseinrecent times.

Exhibit 22: Park Avenue FOFO store economics- Mature stores (+3 years)

INRm per month per year per sqft (INR)
Revenue 1,083 13.0 13,000
Franchisee commission 412 4.9 4,940
less:

Rent 190 2.3 2,280
Employee 83 1.0 1,000
Other 65 0.8 780
Total expenses 338 4.1 4,060
EBITDA 73 0.9 880
margin 18% 18% 18%
Depreciation 26 0.3 313
PBT 47 0.6 567
less: Tax 12 0.1 142
PAT 35 0.4 425
margin 9% 9% 9%
CFO 62 0.7 738
Capex 2.5 2,500
RoCE 30%

Source: Company, MOFSL

Ethnix by Raymond holds a promise

Although alate entrantin the Indian Men’s celebration and ethnic market, Raymond

islookingto deepenits network significantly inthe segment. Raymond has beena

key playerinthe wedding wear market, but has historically focused onthe western

wear market. It has now launched Ethnix, which caterstothe Men’s ethnicwear

market— both Celebration as well as casual wear (~7% of revenue). It plans to focus

on tech-enabled supply chain infrastructure to manage inventory.

®  Channel expansion- The company owns 61/75 EBO in FY23/1QFY24 and targets
to reach 150 EBOs by FY24 and then add 100 EBOs perannum. Apart from the
EBO presence, the Ethnicwearline has established its presence in a) top 100
TRS through SIS, and b) SISin MBO channels. It targets to establish storesin
prominent high streetlocations and capture a significant market shareinthe
wedding wearsegment.

m  Price point and collection- The company is operating at price points similarto
that of Manyavaar. Product pricing ranges from INR18k to INR25k for Sherwanis
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and INR12-15k for Indo-western outfits. Similarto other participantsin the
Indian ethnicwear market, itadherestoa non-discount sales approach.

m Designing capability- The company usesits own fabricand also sources a variety
of fabrics from various parts of the country such as a) Silk Fabricfrom Banaras,

b) Jakarta from Surat and c) Chikankari work from Lucknow. Designing capability
are in-house and manufacturedin India.

m  Store economics- Itis following COFO (majority of the case), COCO, and FOFO
models forstore expansion. Raymond bears the inventory risk across all models,
regardless of the operational framework. Operating at 68% gross margin, the
store EBITDAM typically stands at ~30% over the longterm. Thistranslatestoa
payback period of 2.5-3 years. Franchisee marginsin COFO stores are between
18% and 23%, while FOFO stores exhibit higher margins, falling within the range
of 35-38%.

Exhibit 23: Ethnix store economics: COCO; FOFO; COFO (Mature stores of +3 years)

COCO MODE COFO MODE

M T M e e lwan e P
Revenue 1500 18.0 12000 |Revenue 1500 18.0 12000 | Revenue 1500 18.0 12000
GP 1020 12.2 8160 Franchisee 570 6.8 4560 Franchisee 285 3.4 2280
less: less: less:

Rent 300 3.6 2400 Rent 300 3.6 2400 Rent 0 0.0 0
Employee 117.5 14 940 Employee 98 1.2 780 Employee 98 1.2 780
Other 120 1.4 960 Other 75 0.9 600 Other 75 0.9 600
Total exp. 538 6.5 4300 |Total exp. 473 5.7 3780 Total exp. 173 2.1 1380
EBITDA 483 5.8 3860 |EBITDA 97.5 1.2 780 EBITDA 1125 14 900
margin 32% 32% 32% margin 17%  17% 17% margin 39%  39% 39%
Depreciation 42 0.5 333 Depreciation 42 0.5 333 Depreciation 42 0.5 333
PBT 441 5.3 3527 PBT 56 0.7 447 PBT 71 0.9 567
less: Tax 110 1.3 882 less: Tax 14 0.2 112 less: Tax 18 0.2 142
PAT 331 4.0 2645 PAT 42 0.5 335 PAT 53 0.6 425
margin 22% 22% 22% margin 7% 7% 7% margin 19% 19% 19%
CFO 3723 45 2978 |CFO 84 1.0 668 CFO 94.8 11 758
Capex 3.8 2500 Capex 3.8 2500 Capex-SD 3.8 2500
Inventory 3.0 Inventory 0 Inventory 0

Total Capex 6.8 Total Capex 3.8 Total Capex 3.8

RoCE 66% RoCE 27% RoCE 30%

Source: Company, MOFSL

Other brands (Raymond Ready to Wear, ColorPlus, and Parx)

®  Parx: In the past, the product design and pricing was enhanced, and therefore,
the offtake slowed, possibly because the product become more expensive or
underwent changes. It has now sharpened pricing to INR1500-1800, corrected
the merchandise, and started selling at full price with good responsein the last
SS season. The company will be addressing the target customers through online
and MBO channel and limiting the EBO channel expansion here.

m  Raymond Ready to wear: Raymond brand has mostly focused on the fabric
business, while the Ready-to-wear category has remained very small with
merely INR2.7b revenue and alimited presence of 32 stores. But along with Park
Avenue, it plansto expandreach by growing through the EBO model.

September 2023 18



MoTiLAL OSwWAL

Raymond

Exhibit 24: Apparel —Brand positioning Exhibit 25: Apparel- Store

LUXURY

ili
<g> R0
ol ealies

PREMIUM sthni -
"‘]’.JJ_\L} PARK AVENUE

MASS

VALUE

CLASSIC CONTEMPORARY EDGY

Offerings across
a spectrum

of consumer
preferences

ACCESSORIES
GROOMING

Source: Companydata, MOFSL Source: Companydata, MOFSL

Branded Fabric — Cash Cow business

Constitutingaround 40% of .

Raymond’s total revenue
and 49% of EBITDA in FY23

This segment comprises Suiting (79%), Shirting (20%), and MTM (1%). The
company holds a dominant position in the Worsted suiting fabricindustry, with
a marketshare exceeding 65%. This segment stands out as the primary
contributorto both revenue and EBITDA, constituting around 40% of Raymond’s
total revenue and 49% of Raymond’s EBITDA for FY23. On a steady state basis,
the segmentis generating ~20% EBITDA marginand +30% RoCE. But the
segmentgrowth has beenslow overthe lastfive years, witnessinga 3% CAGR
and that too led by ASP growth (volume growth was almost flat). The slow
growth was due to a) formal wear-led focus (not casualization), b) flat footprints
expansion in MBO/ Wholesalerchannels and c) low productivity in TRS. Overall,
we expectthe segmenttoregistera CAGR of 7% over FY23-27, driven by
premiumization efforts and volume expansion.

Exhibit 26: Textiles — Expect revenue toregister a CAGR of

7% and margin to remain at ~20%

Revenue =—O— EBITDA margin (%)

21
18

10

315 29.2 157 279 33.6 36.1 387 415 446

Exhibit 27: Textiles

20 20 20

FY19 FY20 FY21 FY22 FY23 FY24E FY25E FY26E FY27E

Exhibit 28: Textiles — distribution network- FY23 Exhibit 29: Textiles — Shirting to drive growth
Suiting Shirting MTM
Ot;;f/rs Wholesale
(1]
36% 1% 1%
20% 24%
MBO 79% 75%
159
% TRS
23%
FY23 FY27
Source: Companydata, MOFSL Source: Companydata, MOFSL
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Suiting Segment: In orderto boostsales, the company has taken several strategic
steps:a.) Diversified casual portfolio by introducing arange of jackets b) enhanced
product mix, with a keen eye on the premium segment (ASP of +INR1.5k per meter);
and d) strengthened retailnetwork by adding more retailers toits distribution
channelsandalsoincreasing the shelf space dedicated toits products. Since it
already has a substantial market share in the suiting space, we believe going
forward, the growth would be in mid-single digits, led by acombination of pricing
increase and volume growth.

B2C Shirting category: There is ample opportunity toincrease marketshare inthe
Shirting segment, which has seen modest growthinrecentyears. The Raymond
market share improvedto 19% in FY23 from 13% in FY22. The company is focusing
on thissegment by a) expanding the product range (Linen, etc.), b) emphasizing
casualwearwithinthe Shirting segment, and c) maximizing the potential of its stores
by incorporating the shirt category. We expect the segmenttoregistera CAGR of
12% overFY23-27.

Exhibit 30: Textiles — Suiting grew by premiumization Exhibit 31: Textiles — Shirting grew by premiumization
Sale volume (mn meters) =—O=—ASP (INR/piece) Sale volume (mn meters) =—O=—ASP (INR/piece)

443 475 314 354

390 400 395
274 250
229
63.0 59.0 33.0 51.0 56.0 23.0 21.0 11.0 16.0 19.0
FY19 FY20 FY21 FY22 FY23 FY19 FY20 FY21 FY22 FY23
Source: Companydata, MOFSL Source: Companydata, MOFSL

B2B segments Garmenting and fabric biz - Benefiting from strategic

advantage

m  Thissegmentcontributes 13% of Raymond revenue and 6% of EBITDA (before
inter-segment elimination) for FY23. The company has reported 10% revenue
CAGR for FY18-23, predominantly attributabletoan increase in ASP (~9%) and
~1% growth achieved throughincreased volumes and enhancementsin product
composition. EBITDA reported 19% CAGR over FY18-23, led by better
productivity and the margins are around 6.5-7.5%.

m  The efficientsupply chain managementand line capacity expansionin Indian
and Ethiopian facilities should enable margin expansion, driven by optimization
of capacity utilization and the application of operating leverage principles. We
expect 10%/19% revenue/EBITDA CAGR over FY23-27.

m Capacity expansion- It has five manufacturing unitsina) India (four) with 6.3m
pieces capacity and b) Ethiopia (one) with 2.2m pieces capacity. The company is
investing INR1.8b of capex forinstalling 19 lines, which generates INR4b of the
revenue,i.e., ~“2xassetturnoverratio. Assuming EBITDAM of 8.5%, it can
generate INR340mincremental EBITDA with 17% incremental RoCE post-tax.
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m Category expansion and better product mix- The Company is expandinginto
the Shirting category. By optimizing the product mix, there is a potential for
revenue increase of INR2.5b.

Exhibit 32: Garmenting- Expect revenue growth of 10%

Exhibit 33: Garmenting- Growth largely led by ASPs

Revenue =—O=—EBITDA margin o
10% 11%
10%

9%
8%

7%
5%

7.8

8.4

55 72 110 121 133 146 16.1

FY19 FY20 FY21 FY22 FY23 FY24E FY25E FY26E FY27E

Sale volume (mn pieces) =—=O=ASP (INR/piece)

2,112

2,076
1,726

1,622
1,367

5.7

5.2

2.6 4.2 5.3

FY19 FY20 FY21 FY22 FY23

Source: Companydata, MOFSL

Exhibit 34: Garmenting- Capacity utilization at 62%

Source: Companydata, MOFSL

Exhibit 35: HVCS - Capacity utilization at 78%

Capacity in- mn pieces Capacity in- mn pieces
1. India 6.3 1. Kolhapur 28.6
2. Ethopia 2.2 2. Amravati 5.3
Total 8.5 Total 33.9
Sales volume 53 Salesvolume 26.6
Capacity utilization 62% Capacity utilization 78%

Source: Companydata, MOFSL

Source: Companydata, MOFSL

High value cotton shirting:

m  Thissegmentoperatessimilartothe garmenting business; here, Raymond
supplies cotton and linen fabricto domesticand international brands. In the last
five years, segment revenue has clocked a 6% CAGR, led by pricing, while the
volumes were flat. However, EBITDA clocked an 8% CAGR over FY18-23, led by
betterproductivity and the margins are at around 11%. We expect the segment
revenue to grow by around 10%, led by the growth in Apparel businessand

strategicadvantage.

Exhibit 36: B2B Shirting- Expect revenue growth of 10%

Exhibit 37: B2B Shirting- Growth led by volumes and ASP

Revenue =O=— EBITDA margin

14% 14%

11% 11% 11% 11%

10% 11%
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Source: Companydata, MOFSL

Source: Companydata, MOFSL
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Industry growth to remain robust

B The men’s western wear market is expected to clock a CAGR of 20.5% from INR1,702b in
FY22t0INR4,317b by FY27.The growth is expected to remain broad-based with the
formal wear segment expected to register a CAGR of 18% from INR925b to INR2,500
over the same period.

B The healthy growth within the men’s wear segment is likely to be driven by factors
such as a) Positive consumer demographics, b) Transition from Need-based to
Lifestyle-based purchase with improved disposable income, c) Multi-channel Retail
Outreach and d) Deeper penetration and improved demand within Tier 2 & Tier 3
cities, among others.

, ) Indian men’s apparel category presents a strong opportunity
Men’s wear category is
expected to register 20.5% The Indian Apparel market size is expected to clock a CAGR of ~21.0% over FY22-27,
CAGR to reach INR4.3t by fromINR4,118b (USD 51.5b) to INR10,683b (USD 133.5b). Within this, the men’s
FY27 wear category, which constitutes ~41% of the overall marketatINR1,702b, is
expectedtoregistera CAGR of 20.5% to reach INR4,317b by FY27.

Exhibit 38: Men’s segment to register a CAGR of 20.5% over FY22-27 within the Indian
apparel segment (INR b)

Men Women Kids 10,683
4,478 4,118
2,775
4,317
1,158 1,833 1,702
FY15 FY20 FY22 FY27P

Source: MOFSL, Technopal Analysis

The Indian men’s western market, valued at INR1,594b in FY22 (94% of Men’s wear)
isexpectedtoregistera CAGR of 20.5% for the next five yearstoreach INR4,051b by
FY27. The growthis expectedto be broad-based across the formal and casual wear
category, where the formal wear segmentis projected to clock a CAGR of 18%, while
the casual wearis expectedtoregistera CAGR of ~22% over FY22-27.

This growthis expected tobe on the back of factorssuch as

B Positive consumerdemographics

m  Transitionfrom Need-based to Lifestyle-based purchase with improved
disposableincome

m  Multi-channel Retail Outreach

m Deeperpenetrationandimproved demand within Tier2& Tier 3 cities
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Exhibit 39: Men’s western wear category toregister a CAGR  Exhibit 40: ....with broad-based growth across casual and

of 20% over FY22-25 (INR b) formal (INR b)
Western Wear Ethnic Casual Formal
1,080 1,832
1,832 1,800
1,292
1,292 4,051
2,500
1,706
1,081 Lk 925
FY15 FY20 FY22 FY27P FY22 FY27P
Source: MOFSL, Technopal Analysis Source: MOFSL, Technopal Analysis

Men’s apparel space sees entry of prominent players

With a healthy run-way of growth being witnessed within the space, coupled with a
low penetration (45% organized share as on FY22), the men’s wearsegment has
seen entry of various playersinthe recent times. Unlike earlier, where brands
cateredto a specificproduct need such as formal wear, casual wear, and denims,
they are now evolvingintoacomprehensivelifestyle brands that caterto entire
wardrobes. Forinstance, Louis Phillip and Van Heusen, known fortheirformal wear
offerings, now have nearly 50% of its share in the men’s non-formal wear segment.
It now offers products, including semi-casuals, athleisure, innerwear, accessories,
and women’swear.

Raymond’s brand reputation, particularly inthe suitingand shirting segment, is
expectedto establish arobust competitive advantage and attract customers,
particularly as the market transitions fromthe unorganized to the organized
segment. With merely 316 stores, the company possesses significant growth
potential to expandits presence, aligningitselfwith competitorsinthe playersand
capitalizingon economies of scale.

Exhibit 41: Men’s western wear category to register a CAGR of 20% over FY22-25 (INR b)

Retail players (INR m) Revenue E.BITDA No of
Margins (%) EBO/Doors

Lifestyle (ABFRL) 66,080 16.6 3,546
- Retail 33,470 N.A 2,650

Raymond 65,540 15.5 316
Kewal Kiran*** 2,354 19.5 356
Arrow** 6,500 2.0 226
USPA** 17,500 11.5 405
IndianTerrain 5,008 12.2 236
Zodiac* 1,267 -14.6 82

*FY22 figures, ** Estimated financialsas indicated by mgmt, ***includesonlyshirts and trouser
segment; Source: MOFSL, Companyfilings
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Real Estate: A key focus area and growth engine
Aims to double pre-sales by FY26 | Targets 50-50% contributionfrom Thane and
Non-Thane over four-five years

B Since its launch in FY19, Raymond’s real estate vertical has achieved many milestones
in sales and execution: 1) cumulative bookings of INR42b, 2) ~70% of launched units
already sold out, and 3) 900 units delivered two years ahead of the RERA timeline.

B The company’s consumer-like multi-brand approach in the real estate business has
meant limited cannibalization of products at one location and has led to an increase in
its annual pre-sales run rate to INR16b, with each brand contributing INR7-9b of pre-
sales.

B Raymond’s Thane operation is now largely streamlined, with 40acres out of 100acre
land already under execution and plans underway to unlock more from the remaining
60acre potential. We expect pre-sales contribution from Thane to further increase to
INR20b by FY26 as the company introduced one more high-end luxury brand ‘Invictus’.

B The management is now focusing on non-Thane markets in MMR. The company has
tied up a JDA project in Bandra, which will drive further growth. With its healthy

balance sheet, strong cash flow potential, and well-defined capital allocation strategy,
the company targets to acquire INR25-30b of new projects every year to achieve its
target of doubling its pre-sales to INR35b over the next four-five years, with 50% of
pre-sales coming from the non-Thane markets in MMR.

Group’s 100acrelandat  Creating value through development of ~100acre group land in Thane

Thane islocatedatwell-  m Raymondenteredthe real estate businessin Feb’19asitlaunchedits first
establishedresidential residential project on the group’s ~100acre land with an aim of creatingvalue
catchment with social through the development of land rather than monetization.

amenities ret#ir::ll::crz m  Thelandislocated at one of the key micro-markets of Pokhran Road, Thane,
with a well-established residential catchment due toits connectivity to
suburban (Eastern express highway) and national (NH848) highways and
upcoming metro services.
m  Thelandisalsosurrounded by top-ranked (Singhania) schools, hospitals, large
malls, and commercial areas, which add to the attractiveness of the location.

Key timelines graphic

Clocked

Clocked Delivered

Launchec.| b°°“"§$ of first three towers bookings of
Ten X - Habitat, INR7b in the of Ten X two years INR16b, up
its first project first year of ahead of 67% YoY

in Thane operations RERA date

FEB'19 0oCT'19 NOV'21 DEC'22 FEB'23 JuL'23

Launched ) Launched the
next phase of
luxury project 'The
address by GS -
Phase Il and
nvictus by GS.

Launched
a premium project
'The Address by
GS' in Thane

Sold 20
acre land to
Xander for

INR350m/acre

aspirational project
en X Era and received
00 bookings withi
seven days

of launch

Source: Company, MOFSL
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Thane is the second largest

micro-market among top-7 u
cities with a steady

absorptionand comfortable =
inventory position

Key milestones graphic

Raymond

Achieved several milestones in a short span of time

Since the launchin FY19, the company has already taken up 40 acres out of its
100-acre group land underdevelopment with a carpet area potential of ~4.0msf.
It has so farlaunched ~4,600 units spread across 40 acres of development with
~3.0msf of carpetarea. It has already sold ~70% of the launched inventory,
leadingto a cumulative booking value of INR43b.

In Dec’22, the company deliveredits first three towers, consisting of ~¥900 units
inits project Ten X Habitat within three years of the launch and two years ahead
of the schedule.

With timely delivery, value offering (large club house, loaded amenities, large
open area) and superior construction quality, the company has created a niche
foritselfinahealthy supply market.

40 acres (4msf)
under

development

Delivered 900
units two

years ahead
of RERA

Source: Company, MOFSL

Exposure to second largest micro-market among top-7 cities....

As highlighted earlier, the availability of the vast 100-acre land in one of the
country’slargest micro-marketsisthe key advantage forthe company.

As perindustry sources, Thane isthe second largest micro-marketin terms of
absorption (CY22) after Pune and surprisingly it clocks highersales than the
island city of Mumbai.

Exhibit 42: Thane is the second largest micro-market among top-7 cities
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Source: Industrydata, MOSL
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Exhibit 43: Thane has seen steady absorption in last decade

Raymond

... With a steady absorption trend and declining inventory

OverCY10-20, the Thane micro-market saw a steady residential absorption of
50,000-60,000 units, and the absorption hasincreasedto 93,000 unitsin CY23,
the highestever.

While supply exceeded demand during CY10-19, it has been under control for
the last three years, allowing inventory to decline to acomfortable level.

At ~140,000 units, Thane has the highestinventoryinthe top-7 micro-markets
inIndiaand it accounts for 19% of total inventory. However, a healthy
absorption meansthat the overhangis just 18 months, whichis not a concern.

Exhibit 44: Inventory overhang eases to 18 months
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Exhibit 45: Pre-sales run rate has scaled up to INR16b

Source: Industry data, MOSL

Source: Industrydata, MOSL

Scaling up sales velocity through diversified product offerings

Raymond clocked bookings of “INR7bin the firstfull year of operationsin FY20,
whichincreasedto INR16b in FY23, registering a CAGR of 33%.

Operations commenced with the launch of a mid-income project offering 1-
2BHK units. The company gradually expanded into aspirational luxury and
premium projects with the launch of two more phases onits 100-acre land
parcel.

This multi-brand approach meant limited cannibalization of product offerings,
resultingin highersalesvelocity in the same location.

Exhibit 46: With each brand contributing INR7-9b of pre-sale

Booking value (INR b)

—O— Area sold (carpet area, msf)

Ten X Habitat Address by GS Ten X Era
0.8
2.0
7.4
4.0
54 6.8 4.0 9.6 16.1 28 40 5.6 6.6
_ 2.4 :

FY19 FY20 FY21 FY22 FY23 FY19 FY20 FY21 FY22 FY23

Source: Company, MOFSL Source: Company, MOFSL
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Raymond

Aspirational luxury, premium, high-end premium offerings under one roof

Raymond offers aspirational
luxury, premium, and high-
end premium brand at

Thane

Taking forward the legacy of its lifestyle business, the company has also adopted
a multi-brand approachinitsreal estate vertical and diversified its product
offerings with aspirational luxury and high-end premium products available
underone roof.

Ten X - Itisan aspirational luxury brand that was launched with 1BHK-2BHK
unitsinits first phase ‘Habitat’. The company now also offers compact 3BHK
unitsinits latest phase ‘Era’. It has launched ~4,000 units underthe Ten X brand
so far, of which, 70% units have been sold out. Ten X clocks an annualized pre-
salesrun rate of INR9-10b.

The Address by GS — With increasing preferenceforlargerhomes, the company
launched apremium brand, The Address by GS, in Nov’21, which offers 3-5BHK
and above units. With 87% of ~550 unitsalready sold out as of Jun’23, the
company launched the second phase, The Address by GS — Season 2, inJul’23.
The company’s premium brand clocked pre-sales of INR7.4bin FY23.

Invictus — Raymond has recently launched its third brand, Invictus, which offers
102 spacious 4BHK units with a carpet area of ~2,200-2,400sqft, whichislarger
than that offered by its The Address by GS brand.

Exhibit 47: Consumer-like multi-brand approach has ensured no cannibalization of products

Aspirational luxury brand Premium Brand Monogram Residences
(1BHK/2BHK/3BHK) (3BHK, 4BHK, 5BHK, >5BHK) (4.5 BHK)

HABITAT

=Y DYAN

THE ADDRESS INVICTUS
GS e
% GS
'IHh-}[;\é)RtSS
— SEASON 2 —

Source: Company, MOSL

Balance 60 acres in Thane indicate 10-12 years of consistent contribution

The company hasadopted a disciplined approach in launching successive phases
on itsThane land by keeping 80% sales at the existing project as the threshold
for triggering new launch.

Despite stronger-than-expected absorption run rate, itensured thatthe sales
traction remainedintact with consistent new launches once old inventory was
exhausted.

Currently, the companyis planningtwoyears in advance to fully leverage the
untapped potential of the remaining 60acres in Thane, ensuringits readiness
for launchwhenrequired.

It will also evaluate acommercial development considering availability, but
assets will be builtin partnership with a capital partner.
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Contribution from the
group’s Thane landis
expected to stabilizeat

INR15b+

Raymond

Exhibit 48: The remaining 60 acres of the group’s Thane land will be unlocked in the future

THANE LAND: (-100 Acre”)

AREA UNDER FURTHER POTENTIAL
Development Development
~40 Acre ~60 Acre
~4.0 mn sq.ft .RERA ~7.4" mn sq.ft .RERA
Approved Carpet Area Approved Carpet Area
Estimated Revenue Potential Revenue
| ¥9,000Cr+ | | ¥16,000Cr. +

Source: Company, MOFSL

m  Asoflun’23, the company had balance inventory of INR20-22b from already
launched phases at Thane. It launched anotherphase inJul’23 with a 1.0msf
carpet areaand a sales potential of INR24-25b.

®  Theremaining 60-acre land at Thane is estimated to have a carpet area
potential of 7.4msf and a sales potential of over INR160b at the current
realization rate.

m  The company reported cumulative bookings of INR16b, with two brands (Ten X
and The Address by GS) individually clocking INR7-9b of pre-sales. With the
addition of anotherhigh-end luxury brand, Invictus, we expect pre-sales from
Thane to scale up furtherto INR20b and sustainthereon.

® |nthe mediumterm,the company intendsto achieve 50% sales from Thane and
expects the remaining 50% to come from the non-Thane portfolio, which s
goingto be a key growth driverforthe company’sreal estate vertical.

Exhibit 49: Raymond expects pre-sales run rate in Thane to sustain at INR15b+

Thane pre-sales run-rate (INR b) 17

16 16
15

10

Fy21 FY22 FY23 FY24E FY25E FY26E

Source: Company, MOSL

Building organizational capability to scale up business

B Raymond’sreal estate vertical isheaded by adedicated team of professionals,
consisting of CEO Harmohan Sahni, COO Sandeep Maheshwari, CFO Ankur
Jindal, and Chief Sales and Marketing Officer Vishal Sharma.
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Raymond is focusingon
non-Thane markets in MMR
to drivefurther growth and

targets to annuallyadd

INR25-30b of projects

Raymond

®  Overthelast twoyears, the employee count has increased to 250 from 60-70
and is expected toreach 400 byyear end. It also has a separate teamfor
business development.

m  For designingand contracting, the company has partnered with experienced
professionals like Hafeez Contractorand Capacite Infraprojects, respectively.

Management profile of real estate vertical

Harmohan Sahni, Chief Executive Officer

m  Harmohan Sahnihasan experience of 29 yearsinreal estate and core sectors.
His previous two stints were at ECL Finance Limited (Edelweiss Group) and
GCorp Developers Pvt. Ltd. He has rich and versatile expertise with luxury and
affordable housing, and commercial and retail properties. He is a Chartered
Accountant by profession.

Sandeep Maheshwari, Chief Operating Officer

m  Sandeep Maheshwari, an Engineerand MBA by qualification, hasbeen
associated with Raymond group for 32+ years, playing a pivotal role in delivering
projects forthe group, including state-of-the-art manufacturing plants, housing
& its infrastructure, schools and offices. As COO of Raymond Realty, he manages
operations fromstartto end, including operation Strategies, Regulatory Affairs
& Statutory Approvals, Design, Procurement & Contracting, Quality & Safety and
Environment Management.

Ankur Jindal, Chief Financial officer

m  Ankurlindal has a career spanning 24 years across real estate, automotive,and
IT. Aftera decade-long stint at L&T, he joined Raymondin 2017. During his
career, he has successfully handled the development of various projects like
shopping malls, five-star hotels, and commercial and residential spaces.

Vishal Sharma, Chief Sales & Marketing officer
® In his21 yearslongcareer, he hasworked across industries such as real estate,
aviationand media, while overseeing multiple geographies in South Asia.

Targets non-Thane markets in MMR as key growth driver

® InJan’22, Raymondsigneditsfirst JDA redevelopment projectin Bandra, inline
withits growth strategy to expandits operations beyond Thane. The project has
a sales potential of overINR20b and itis expected to be launchedintwo-three
months.

®  Anadditional contribution from the Bandra project will scale up the company’s
pre-salesto INR20b by FY25. With the company sustainingits full pre-sales
potential at the existinglocationin Thane, the managementis now focusingon
non-Thane markets to achieve its target of doubling the pre-sales to INR35b
overthe nextthree-fouryears.

m  Recognizingasignificant opportunity within the MMR, the company has no
intentionsto expandits operations beyond this geographical area. However, it
remains opento evaluating potential deals within various micro-markets,
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provided they align with the threshold criteria. The company aimsto add three-
fournew projects every year with a cumulative GDV of INR25-30b.

Exhibit 50: Including contribution from non-Thane projects, pre-sales are expected to
reach INR20b by FY25

Thane 1 Non-Thane "Total -

soo 1221
oo | 201 ---!
| 181
1 P
116} 1 5 6
1!
(]
Y 16 17 15 16
oot 10
4
FY21 FY22 FY23 FY24E FY25E FY26E

Source:Company, MOSL

With 14b of expected ~ Healthy balance sheet and cash flows to aid new project investments
surplus fromongoing m As perthe management, Raymond’s real estate vertical currently has INR4b of
projeczs'the company 1s netcash on its balance sheet.
ted t te OCF o . . . . .
expecte ogen_era € m Additionally, its ongoing projectsin Thane, e.g., Ten X Habitat, The Address by
of INR 3-4b, which should
aid new projectadditions GS and Ten X Era, are expected to generate INR14b of OCF overthe nextthree-
fouryears, leadingto an annual run rate of INR3-4b.
m  New projects will further boostthe annual OCF run rate beyond FY26.

Exhibit 51: Collections expected to rise to INR15b by FY25 Exhibit 52: Company will generate INR3b of OCF annually
Collections (INR b) OCF
21 3.3
3.1
15
13 13
7
0.7
3
FY21 FY22 FY23 FY24E FY25E FY26E FY24E FY25E FY26E
Source: Company, MOFSL Source: Company, MOFSL

Disciplined capital allocation policyin place for business development

m Despite ahealthy balance sheetand cash flows, the management wants to
follow adisciplined capital allocation process for new project acquisitionsin the
real estate vertical.

m [tisclearlynotlooking atoutrightland acquisitions but prefersto do asset-light
JDAs withinitial investments of INR1.5-2.0b and peak investments of INR3-3.5b,
which indicates thatthe company can sign at least four deals usingits cash
balance.

B Anynew project opportunities will be considered on the basis of defined
profitability and minimum 25% EBITDA margin. An absolute two-fold return on
its peakinvestments couldlead to IRR of over 25%.

September 2023 30



MoTiLAL OSwWAL

Raymond

Real estate vertical to report 17% CAGR in Revenue over FY23-FY26

Revenue from Raymond’s real estatevertical increased 58% YoY to INR11b in
FY23, while EBITDA nearly doubled to INR3b as marginincreased 500bp YoY to
26%. Margin improvementwas led by operating leverage as fixed costs were
apportionedto higherrevenue.

Important to note that the company recognizes revenue and direct costs of real
estate onthe basis of the percentage completion method, while overheads
related to sales, marketing, and administration are accounted for on an accrual
basis.

As the company makes progress on constructionin ongoingand upcoming
projects, revenue recognitionis expectedtoincrease and will lead toa 17%
CAGR inreal estate revenue to INR18b by FY26.

EBITDA marginis expectedtodecline overthe nexttwo years by ~200bp as the
company will have higherinitial spending on new launches. EBITDA margin will
recoverto 27% in FY26, leadingtoa CAGR of 18% in EBITDA to INR5b by FY26.

Exhibit 53: Real estate revenue to clock 17% CAGR over Exhibit 54: Margin to sustain at 25%+ with gradual increase

FY23-26

by FY26

2 1

Revenue (INR b) EBITDA —O—EBITDA margin
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Source: Company, MOFSL Source: Company, MOFSL

Valuation

Raymond has established itselfas key playerin Thane marketandis now aiming
to diversifyits presence across different markets in MMR

Company has already signed up forone projectin Bandra, itis aimingtoadd
more projectsin non-Thane markets. A healthy balance sheet and resilient cash
flows provide Raymond with the financial flexibility to be aggressive on project
additions.

Further, the management’s well-defined capital allocation strategy, coupled
with a huge opportunity size, provide better growth visibility. While NPV of the
existing project pipeline is estimated at INR20b, we believe the company’s
focused business development strategy will lead to additional growth, hence
warranting a premium over NPV

The real estate business at FY25E EV/EBITDA of 5x on embedded EBITDA
assuming pre-sales of INR20b and 25% EBITDA margin, and arrives at a valuation
of INR25b, with a per share value of INR380.
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WC improved; net cash free
at Group level

Raymond

Driving leaner balance sheet

Margin trajectory likely to improve

Raymond’s EBITDA margin has improved by 6.6pp overFY20-23 on the back of cost

savingsand price increases to the tune of 7-9%. Goingforward, we expect the

overall EBITDA marginto reach 15% in FY27 vs 14.6% in FY23E. Thisis on the back of

a.) Margin improvementinthe branded apparel segment by 210bp over FY23-27E,
giventhe scale and discipline.

b.) Similarly, the garmentsegment should see marginimprovement, driven by
margin-accretive Ethiopia capacity.

c.) theBranded textiles segment should maintainits margin as the margin dilution
inthe low margin Shirting segment should be offset by the premium suiting
segmentand operatingleverage.

WC improvement

The company has successfully reduced its working capital days from 110 in FY20 to
69 in FY23 owingtoa reductionin receivable days, efficientinventory management
and efficient production turnover. Receivable days declined from 65in FY20 to 33 in
FY23, dueto strict collection policies throughoutits dealer and franchisee network.
While inventory days have come down from 124 in FY20 to 111 in FY23, led by both
Lifestyle and engineeringinventory.

Exhibit 55: WC days improved, led by reduction in
receivable and inventory days

Exhibit 56: Lifestyle segment WC days

Inventory Receivable Payables —O=— WC days =<0 =- Lifestyle business ~ ==O== Consol
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Source: Company, MOFSL Source: Company, MOFSL

Bringing balance sheet discipline

Historically, Raymond’s key concern has beenits weak balance sheet, which has

adverselyimpacted its growth potential. Inthe last two to three years, it has

focused on cost optimization and effective working capital management, leading to

FCF generation.

m [t has generated INR7b FCF over FY19-FY23

m  RealizedINR3.5bfromalandsalein Dec’ 19

m  |NR28.5b from the sale of its FMCG business with estimated after-tax realization
of INR22b in May’23
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Exhibit 58: Expect Raymond to become net cash by FY25

Raymond
Exhibit 57: Debt reduction, led by FCF generation and certain sales (INR b)
20
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z ]
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-22 -16
-25
FY19 Net debt FCF: FY19-23 Land Sale: FY20 FMCG Sale: FY23 Net Debt

Source: Company, MOFSL

This has helpedthe companyreduce its netdebtto INR6b in FY23 from INR16b in
FY20. With the FMCG business sale proceeds of INR28.25b (Post tax - INR22b), it has
achieved netdebt free status atthe group level. Going forward, the company plans
to do capexjudiciously through an asset-light franchisee modelwith an overall
capex of INR1b (fundedinternally) and grow without bloating WC by ensuring
disciplineoninventory and receivables.

Exhibit 59: Expect increase in FCF, led by EBITDA, optimum

WC management, and an asset-light approach
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Raymond Group is net cash by INR16b post FMCG sale Source: Company, MOFSL
Source: Company, MOFSL
Exhibit 60: Segment-wise CF position in FY24 Exhibit 61: Return ratios
INRm - FY24 data Lifestyle Garmenting I_‘E &_ Consol === ROE =O=— ROCE
Engineering 30.0
Revenue 72,493 12,104 21,649 89,295 '
EBITDA 10,985 1,041 4,358 12,931 15.0
margin 15.2% 8.6% 20.1% 14.5% '
less: Working capital -3,334 -121 1,210 -2,124 0.0
days 50 40 65 ’
less:Ind AS adjustments 1,772 0 0 1,772
-15.0
less: Tax (2,178) (206) (864) (2,564)
OCF 7,245 714 4,704 10,015 300
less: capex (1,200) (800) - (2,000) )
FCF 6,045 (86) 4,704 8,015 FY19 FY20 FY21 FY22 FY23 FY24E FY25E

Source: Company, MOFSL

Source: Company, MOFSL
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Compellingvaluations-
tradingat P/E of 15x and
EV/EBITDA of 9xon FY25E

Raymond

Valuation and view

Historical performance weighs on valuation, trading below peers

In the last one year, the stock has doubled, yetitistrading at P/E and EV/EBITDA of
15x and 9x on FY25E. Thisiis significantly lower than the valuation of our coverage
universe and other retail and discretionary companies valued at ~45-50x on the one-
yearforward basis.

Lifestyle business

The company has a strong brand affinity, but sluggish executioninthe past(volatile
PAT growth over FY11-20) has weighed onits valuation. However, as the company
continuesto exhibitanincreasingly positive growth trajectory, characterized by a
consolidated revenue/PAT growth of 10/19%, led by 20% CAGR in revenue/EBITDA
for the lifestyle business over FY23-25E. Consequently, the company could garnera
bettervaluation.

Strengthening balance sheet warrants bettervaluation

In the last couple of years, Raymond’s improving leverage and working capital, along
with EBITDA growth, have led to healthy ROCEin the Lifestyleand real estate
businesses. Leaner working capital and net cash position should aid in stronger cash
generation. Itshould garner ROCE of 14-16% in FY24/FY25. This has decreased from
FY23 level, due to the sale of FMCG business, which hasincreased the networth.
Adjusting both, ROIC (adjusting cash) for FY24/25 is expect to remain at ~17-18%.

Real estate valuation

Raymond’s real estate business has kicked off on both the key parameters, i.e., sales
and execution, creatingagood brand perception. The company now plansto
replicate itssuccessin Thane inthe rest of MMR markets. While the company has
already signed up forone projectin Bandra, itis aimingto add more projectsinnon-
Thane markets. A healthy balance sheetand resilient cash flows provide Raymond
with the financial flexibility to be aggressive on project additions. Further, the
management’s well-defined capital allocation strategy, coupled with ahuge
opportunity size, provide better growth visibility. While NPV of the existing project
pipelineis estimated at INR20b, we believethe company’s focused business
development strategy will lead to additional growth, hence warrantinga premium
overNPV.

SOTP based valuation

B Inour SOTP-based model, the Lifestyle businessis currently trading ata P/E
ratio of 15x. We assign P/E of 22x to the Lifestylebusinesstoarrive ata TP of
INR2,070. Thisimplies a 12x EV/EBITDA to the overall Lifestyle business.

m  Thereal estate business at FY25E EV/EBITDA of 5x on embedded EBITDA
assuming pre-sales of INR20b and 25% EBITDA margin, and arrives at a valuation
of INR25b, with a per share value of INR380

® Engineeringbusinessisvalued at EV/EBITDA of 7x on FY25E, arrivingat a value
of INR150/share.

m  The combined value of Real estate, Engineering and Lifestyle business works
out INR2,600/share. Subsequently, we initiate coverage on the stock with a
BUY rating.
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Exhibit 62: Lifestyle business- Valuation on FY25 (INR m)

Raymond

Exhibit 63: Real estate business- Valuation on FY25 (INR m)

INR FY25E INRm FY25E
EBITDA 9,488 Pre-sales 20,162
PAT 6,297 Margin 25%
EPS 95 EV/EBITDA 5.0x
PE Ratio 22 EV=Equity 25,203
Persharevalue 2,070 Noofshares 67

Source: Company, MOFSL Persharevalue 380

Exhibit 64: Engineering business - Valuation on FY25 (INR m)

Source: Company, MOFSL

Exhibit 65: Valuation on FY25 (INR)

INRm FY25E INR Valuation
EBITDA 1,418 Lifestyle Valuation 2,070
EV/EBITDA 7.0x Realestate Valuation 380
EV=Equity 9,927 Engineering Valuation 150
No of shares 67 Consolvalue 2,600
Persharevalue 150 CMP 1,974

Source: Company, MOFSL Upside

Exhibit 66: Segment wise valuation

32%

Source: Company, MOFSL

Segment Lifestyle Real estate/ others Consol
INR m FY23 FY25 FY23 FY25 FY23 FY25
Revenue 65,540 80,341 19,797 24,125 82,147 99,619
EBITDA 7,890 9,488 4,104 5,160 11,994 14,648
PAT 3,132 6,297 3,070 3,860 6,287 8,885
EV 1,11,035 1,11,035 31,262 31,262 1,42,298 1,42,298
Marketcap 96,147 96,147 35,262 35,262 1,31,409 1,31,409
PE Ratio 30.7x 15.3x 11.5x 9.1x 20.9x 14.8x
EV/EBITDA multiple 14.1x 11.7x 7.6x 6.1x 11.9x 9.7x
Exhibit 67: Revenue breakup

FY19 FY20 FY21 FY22 FY23 FY24E FY25E
Branded Textile 31,530 29,167 15,716 27,894 33,641 36,076 38,689
Growth (%) 8.2 -7.5 -46.1 77.5 20.6 7.2 7.2
% of gross 46.0 43.3 44.7 43.9 40.3 39.4 38.0
Branded Apparel 16,470 16,186 4,566 8,909 13,276 15,931 19,117
Growth (%) 15.7 -1.7 -71.8 95.1 49.0 20.0 20.0
% of gross 24.0 24.1 13.0 14.0 15.9 17.4 18.8
Garmenting 7,790 8,432 5,491 7,250 11,003 12,104 13,314
Growth (%) 13 8 -35 32 52 10.0 10.0
% of gross 11.4 12.5 15.6 11.4 13.2 13.2 13.1
B2B Shirting 6,480 6,218 2,578 5,718 7,620 8,382 9,220
Growth (%) 12.7 -4.0 -58.5 121.8 33.3 10.0 10.0
% of gross 9.5 9.2 7.3 9.0 9.1 9.2 9.1
Real estate 200 1,762 1,411 7,075 11,151 12,571 14,412
Growth (%) 780.8 -19.9 401.5 57.6 12.7 14.6
% of gross 0.3 2.6 4.0 11.1 13.4 13.7 14.2
Gross Revenues 68,503 67,290 35,177 63,476 83,376 91,502 1,01,826
Intersegment 2,680 2,467 712 1,691 1,229 2,206 2,206
as a % of gross 3.9 3.7 2.0 2.7 1.5 1.5 1.5
Total revenues 65,823 64,824 34,465 61,785 82,147 89,295 99,619
Growth QoQ (%) 11.4 -1.5 -46.8 79.3 33.0 8.7 11.6
Growth YoY (%) 11.4 -1.5 -46.8 79.3 33.0 8.7 11.6

Source:Company, MOSL
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Exhibit 68: EBITDA breakup

EBITDA Margins FY19 FY20 FY21 FY22 FY23 FY24E FY25E
Branded Textile 4,350 4,353 1,638 4,918 7,026 7,396 7,738
Margin (%) 13.8 14.9 10.4 17.6 20.9 20.5 20.0
Mix (%) 59.9 65.0 98.3 55.8 53.0 49.8 46.0
Branded Apparel 610 294 (1,251) 427 1,444 1,593 2,103
Margin (%) 3.7 1.8 -27.4 4.8 10.9 10.0 11.0
Mix (%) 8.4 4.4 -75.0 4.8 10.9 10.7 12.5
Garmenting 401 327 190 474 841 1,041 1,265
Margin (%) 5.1 3.9 35 6.5 7.6 8.6 9.5
Mix (%) 5.5 4.9 114 5.4 6.3 7.0 7.5
Shirting 890 854 41 598 852 956 1,051
Margin (%) 13.7 13.7 1.6 10.5 11.2 11.4 11.4
Mix (%) 12.3 12.8 2.5 6.8 6.4 6.4 6.2
Real estate 128 220 1,469 2,873 3,032 3,742
Margin (%) 7.3 15.6 20.8 25.8 24.1 26.0
Mix (%) 1.9 13.2 16.7 21.7 20.4 22.2
Total 7,261 6,694 1,667 8,811 13,257 14,863 16,837
Gross EBITDA growth (%) 11.1 -7.8 -75.1 428.6 50.5 12.1 13.3
EBITDA margin (on gross, %) 10.6 9.9 4.7 13.9 15.9 16.2 16.5
Elimination 1,493 1,535 2,329 1,700 1,263 1,932 2,189
as a % of EBITDA 20.6 22.9 139.7 19.3 9.5 13.0 13.0
EBITDA 5,768 5,158 (662) 7,111 11,994 12,931 14,648
EBITDA margin (on net, %) 8.8 8.0 -1.9 115 14.6 14.5 14.7

Source: Company, MOSL
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Key risks

Key risks to our call include: a) risinginput costs, b) unexpected attritionin
leadership, which couldlead to changesinits core strategy, and c) competition
from existing playersin Apparels.

Branded Textiles

B Intheshort tomediumterm, risinginput costs and inflationary pressure may
hurt demand.

® Dueto a lack of formal training prospects and the low social status associated
with it, fewerpeople are pursuing careersin tailoring, which hasledtoa
collapseintheindustry.

Branded Apparel

m Inthe past several years, many brands have grown significantly, whereas
Raymond lagged behind its expansion efforts. With growing competition and
fashion evolving ata fast pace, it may take some time for Raymond to shorten
its product cycle.

m  Highinflux of existing fashion brands could intensify competition through value-

based retail formats.

Garmenting and HVCS

m  Margin effects could result from changesinforeign exchange rates.

® Intermittentdisruptionsinthe global supply chainand rising freight costs could
adverselyimpact performance.

m [nflationary pressure on cotton prices could affect profit margins.

Real estate

m Elevatedinterestrates have caused arise in borrowing costs for potential

homebuyers, afactorthat could potentially dampen overalldemandin the
housing market.
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ESG, CSR, and diversity

Environment and sustainability initiatives

In FY23, capital investmentin energy conservation equipment stood at
INR22.7m for the Vapi plantand INR6m in Jalgaon.

The Vapi plantis doing rainwater harvesting and saving 60,000 kiloliters of water
annually.

The Kolhapur plantreduced water consumption by recycling generated effluent
from 50% to 75%.

In its denim plant, recovery of backwash & rinsing water from water softening
process to reduce the impact of wastewaterload at ETP and to reduce the
freshwater consumption.

In Amravati, underthe EnMS (Energy management system), different energy
conservation projects were implemented, which saved total 78,587 units of
power. Above-mentioned initiatives have helped reduce carbon footprints (CO2
emission reduced by 64.44 MT) significantly.

Governance pointers

The promoter representation on the board is moderate — two out of eight
directors (25%).

More than 50% of the board members (five out of eight members)are
independentdirectors.

The board comprised of 7 Directors, 4 of them are Non-Executive Independent
Directors (Including One Independent Woman Director), 2are Non-Executive
Directors (Including One Promoter Woman Director) and 1 Executive Promoter
Director. Subsequent to yearend, one additional Independent Director was
appointed, increasing the strength of the board to 8.

25% of the board members (two out of eight members) are women directors.
Total remuneration to Mr Gautam Hari Singhaniafor FY23 was around
~INR160m (~1.5% of employee costs).

CSR initiatives

Raymond has been trying to enrich the tailoring ecosystem through multiple
initiatives. Centres are located at Lucknow and Kolkata.

The CSR Committee isled by Mrs. Nawaz Gautam Singhania.

The company hasincurredlossesin FY21 and FY22. Accordingly, average net
profit forthe last three years was negative. Hence, CSR was not applicable in
FY23.

The Raymond CSR focus areas:

Eradicating hunger, poverty and malnutrition; Promotion of healthcare including
preventive healthcare; Promotion of education and employment-enhancing
vocational skills; Ensuring environmental sustainability and animal welfare
including measures for reducinginequalities faced by socially & economically
backward groups.
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Bull and Bear Case

Bull Case

™ Inour Bull Case, we assume a 13% revenue CAGR over FY23-25 vs. 10% in our
Base Case. We expectrevenueto be driven by Branded Apparel (22% CAGR) and
Real estate (14% CAGR).

M We also expectthat highthroughputinBranded Apparel will lead to higher
EBITDAM. Hence, we buildina 14% Consol EBITDA CAGR vs. 11% in our Base
case.

™ Assumingatarget multipleof 12xin our Bull Case, we arrive at a TP of
INR3,180/share (61% upside) vs. our Base Case TP of INR2,600/share (32%
upside), based on FY25E EBITDA.

Bear Case

™ In our BearCase, we assume a 10% CAGR overFY23-25, led by lowersalesinthe
Lifestyle segment. We expecta 17% CAGR in Branded Apparel anda 5% CAGRin
Branded Textiles.

M With weakerthroughputinBranded Apparel, we expectadecline in margins by
200-300bp.

M Assumingatarget multiple of 8xinour Bear Case vs. 10x in our Base Case, we
arrive at a Bear Case TP of INR1,765/share (11% downside) vs. our Base Case TP
of INR2,600/share (32% upside), based on FY25E EBITDA.

Scenario analysis: Bull case | Base case | Bear case

INR m Bull Base Bear
Scenario Analysis FY23 FY24E FY25E FY23 FY24E FY25E FY23 FY24E FY25E
Revenue 82,147 92,731 1,04,042 82,147 89,295 99,619 82,147 90,789 1,00,124
YoY growth (%) 33 13 12 33 9 12 33 11 10
EBITDA 11,994 13,754 15,677 11,994 12,931 14,648 11,994 11,363 12,584
Margins (%) 14.6 14.8 15.1 14.6 14.5 14.7 14.6 12.5 12.6
EV/EBITDA (x) 12 10 8
EV 1,88,126 1,50,397 94,383
less:netdebt/(cash) -23,336 -23,336 -23,336
Equityvalue 2,11,461 1,73,733 1,17,719
TP 3,180 2,600 1,765
CMP 1,974 1,974 1,974
Return (%) 61 32 -11
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Key management personnel

Mr. Gautam Hari Singhania, Chairman and MD

m  Mr. Singhaniawas appointed as a Whole-time Director on the Board of
Raymond Ltd in 1990. He was elevated to the position of Chairman & Managing
Directorin 2000. He has steered the group’s aggressive foray into the ready-to-
wearapparel segment, men's toiletries, and more recently into the real estate
space with the launch of Raymond Realty.

Mr. S L Pokharna, Director

B Mr Pokharnahas 40+ years of rich experience infinance, sales, marketingand
commercial functions. Earlier he was responsiblefor the sales and marketing
functionsin Cement, Engineering, and Textile (including Retail) businesses.
Presently, he is headingthe corporate commercial and logistics division, and is
responsible for outsourcing of materials and services, procurement of capex for
group companies and strategizing policies of group commercial and logistics
function.

Mr. Sunil Kataria, CEO - Lifestyle

m  Mr. Kataria has 27+ years of experience in leadership roles and driving
transformation across leading consumer companies. Priorto thisrole, he was
the CEO of Godrej Consumer Products. He also worked in Marico, Idea cellular
and VIP Industries.

Mr. Harmohan Sahni, CEO — Reality

®  Mr Sahni has 31+ years of experience in Real Estate and core sectors. Prior to
thisrole, he wasthe COO of Real Estate group in Edelweiss Financial, and
Executive Directorin ECLFinance GCorp Developers. He is a Chartered
Accountantand has worked in large- to medium-sized organizations.

Mr. Amit Agarwal — Group CFO

®  Mr. Agarwal has 32+ years of rich experience in steel, aviation and energy
sectors. He isa Chartered Accountant. Priorto this role, he worked asthe CEO in
JSW, Deputy CEO and CFOin Jet Airways, and CFO and Directorin Essar Group.
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Financials and valuation

Consolidated - Income Statement (INR m)
Y/E March FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E
Revenue from Operations 59,064 65,823 64,824 34,465 61,785 82,147 89,295 99,619

Change (%) 10 11 -2 -47 79 33 9 12
Raw Materials 25,057 28,062 28,001 16,434 22,405 29,983 32,146 35,863
Manufacturing & opex 7,906 8,339 7,740 4,162 7,460 9,099 10,269 11,954
Employee Costs 8,353 9,348 9,963 6,736 8,796 10,242 11,608 13,449
Development of property cost 1,051 870 1,851 1,327 7,265 9,030 7,589 8,654
SG&A 12,418 13,436 12,110 6,469 8,748 11,799 14,752 15,052
Total Expenditure 54,785 60,055 59,665 35,127 54,674 70,153 76,365 84,971

% of Sales 92.8 91.2 92.0 101.9 88.5 85.4 85.5 85.3
EBITDA 4,279 5,768 5,158 -662 7,111 11,994 12,931 14,648

Margin (%) 7.2 8.8 8.0 -1.9 11.5 14.6 14.5 14.7
Depreciation 1,703 1,965 3,398 3,142 2,398 2,354 2,154 2,334
EBIT 2,576 3,803 1,760 -3,804 4,713 9,641 10,777 12,314

Margin (%) 4.4 5.8 2.7 -11.0 7.6 11.7 12 12
Finance costs 1,838 2,326 3,027 2,760 2,277 2,573 2,745 2,642
Otherlncome 1,185 1,254 959 2,014 1,695 1,223 2,206 2,206
Exceptionalltems | oss (gain) -210 47 -381 0 1,636 1,072 0 0
PBT bef. EO Exp. 2,132 2,684 73 -4,551 2,495 7,219 10,238 11,879
Total Tax -666 -856 428 1,609 219 -2,004 -2,564 -2,993

TaxRate (%) 31.2 31.9 -584.0 35.4 -8.8 27.8 25.0 25.2
PAT 1,466 1,828 502 -2,942 2,714 5,215 7,674 8,885
Minority Interest -69 -68 -56 66 -48 -80 -59 0
Share of Profitin Associated Companies -50 -80 1,516 -95 -64 154 9,904 0
PAT after MI 1,346 1,680 1,961 -2,970 2,603 5,289 17,520 8,885
Adjusted PAT 1,256 1,874 121 -2,942 4,350 6,287 7,674 8,885

Change (%) 393 49.2 -93.6 -2,538.5 -247.9 44.5 22.1 15.8

Margin (%) 2.1 2.8 0.2 -8.5 7.0 7.7 8.6 8.9
Consolidated - Balance Sheet (INR m)
Y/E March FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E
EquityShare Capital 614 614 647 666 666 666 666 666
Total Reserves 17,507 18,924 23,112 20,308 22,925 28,324 45,844 54,729
Net Worth 18,120 19,538 23,759 20,974 23,591 28,990 46,510 55,395
Minority Interest 762 830 885 819 772 850 850 850
Total Loans 18,141 21,429 21,725 20,759 20,663 21,275 26,985 25,985
Lease Liability 0 0 5,459 3,369 2,609 4,020 3,827 3,692
Capital Employed 37,024 41,797 51,828 45,920 47,635 55,135 78,172 85,922
Fixed Assets 20,120 20,493 24,812 20,651 19,025 19,697 20,543 21,209
Total Investments 5,104 4,113 2,448 1,557 6,989 11,999 11,999 11,999
InvestmentinAssodate/JV 1,252 1,285 3,528 3,447 4,008 4,393 14,297 14,297
Curr. Assets, Loans&Adv. 30,592 37,418 41,939 36,286 37,859 41,096 54,813 64,018
Inventory 16,113 19,015 22,011 16,338 20,113 24,966 27,400 30,022
Account Receivables 10,859 12,595 11,595 9,580 8,731 7,443 8,563 9,553
Cash andBankBalance 868 1,261 3,276 5,521 3,363 3,258 13,420 19,014
LoansandAdvances 2,752 4,547 5,057 4,846 5,652 5,430 5,430 5,430
Curr. Liability & Prov. 22,943 24,020 24,892 20,688 25,112 26,231 27,661 29,782
Account Payables 11,259 13,520 14,056 11,638 17,169 16,919 18,348 20,470
Other Current Liabilities 11,090 9,811 10,125 8,333 7,017 8,438 8,438 8,438
Provisions 595 689 712 717 925 875 875 875
Net Current Assets 7,649 13,398 17,047 15,598 12,747 14,865 27,152 34,236
Deferred Taxassets 1,278 1,144 2,300 3,617 4,232 2,859 2,859 2,859
OtherAssets 1,621 1,363 1,693 1,050 632 1,322 1,322 1,322
Appl. of Funds 37,024 41,797 51,828 45,920 47,635 55,134 78,172 85,922

September 2023 41



MoTiLAL OSwWAL Raymond

Financials and valuation

Ratios

Y/E March FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E
Basic (INR)

EPS 20.5 30.5 1.9 -44.2 65.3 94.4 115.3 133.5
Cash EPS 48.2 62.5 54.4 3.0 101.4 129.8 147.6 168.5
BV/Share 295.2 318.3 367.1 315.1 354.4 435.5 698.7 832.1
DPS 3.0 3.0 0.0 0.0 3.0 3.0 0.0 0.0
Payout (%) 14.7 9.8 0.0 0.0 4.6 3.2 0.0 0.0
Valuation (x)

P/E 96.4 64.6 1,059.0 -44.7 30.2 20.9 17.1 14.8
Cash P/E 40.9 31.6 36.3 656.8 19.5 15.2 13.4 11.7
P/BV 6.7 6.2 5.4 6.3 5.6 4.5 2.8 2.4
EV/Sales 2.4 2.3 2.4 4.3 2.3 1.7 1.5 1.3
EV/EBITDA 33.7 25.7 29.8 -225.4 20.4 11.9 10.6 8.9
DividendYield (%) 0.2 0.2 0.0 0.0 0.2 0.2 0.0 0.0
FCF pershare -47.3 -37.7 -12.3 68.8 66.2 71.6 52.5 83.0
Return Ratios (%)

RoE 6.9 10.0 0.6 -13.2 19.5 23.9 20.3 17.4
RoCE 8.5 10.9 6.9 -0.4 14.4 17.5 15.8 14.2
RolC 53 8.9 5.4 -5.3 13.2 20.2 18.1 17.6
Working Capital Ratios

Fixed Asset Turnover (x) 2.9 3.2 2.6 1.7 3.2 4.2 43 4.7
Asset Turnover (x) 1.6 1.6 1.3 0.8 1.3 1.5 1.1 1.2
Inventory (Days) 100 105 124 173 119 111 112 110
Debtor(Days) 67 70 65 101 52 33 35 35
Creditor (Days) 70 75 79 123 101 75 75 75
WC (Days) 97 100 110 151 69 69 72 70
Leverage Ratio (x)

CurrentRatio 1.3 1.6 1.7 1.8 15 1.6 2.0 2.1
Interest Cover Ratio 1.4 1.6 0.6 -1.4 2.1 3.7 3.9 4.7
Net Debt/Equity 0.7 0.8 0.9 0.8 0.5 0.3 0.1 0.0
Consolidated - Cash Flow Statement (INR m)
Y/E March FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E
OP/(Loss) before Tax 1,872 2,651 1,208 -4,646 4,068 8,445 10,238 11,879
Depreciation 1,703 1,965 3,398 3,142 2,398 2,354 2,154 2,334
Interest & Finance Charges 1,838 2,326 3,027 2,760 2,277 2,573 2,745 2,642
Others -678 -805 -610 -495 -458 -487 -2,206 -2,206
Direct Taxes Paid -389 -707 -397 232 -344 -724 -2,564 -2,993
(Inc)/Decin WC 94 -2,350 -1,729 6,712 46 -3,862 -2,124 -1,491
CF from Operating 3,947 2,507 3,729 7,037 6,774 8,053 8,243 10,164
(Inc)/Decin FA -4,962 -2,410 -1,925 -16 -317 -1,023 -2,000 -2,000
Free Cash Flow -1,015 97 1,804 7,021 6,457 7,030 6,243 8,164
(Pur)/Sale of Investments 204 387 130 186 -4,407 -4,203 0 0
Others 673 797 601 475 475 469 2,206 2,206
CF from Investments -4,085 -1,226 -1,194 644 -4,248 -4,758 206 206
Issue ofShares 0 0 3,500 0 0 0 -59 0
Inc/(Dec) in Debt 2,276 1,143 -1,980 -4,244 -1,084 -724 -12,483 -2,135
Inc/(Dec) in Internal Debt 0 0 0 0 0 0 17,000 0
Interest Paid -1,888 -2,412 -2,597 -2,438 -2,053 -2,265 -2,745 -2,642
Dividend -91 -220 -222 -1 -96 -201 0 0
CF from Fin. Activity 296 -1,488 -1,299 -6,683 -3,232 -3,189 1,714 -4,777
Inc/Dec of Cash 94 -248 1,126 998 -706 106 10,163 5,593
OpeningBalance 352 446 198 1,325 2,323 1,617 3,258 13,420
Otherbankbalance 422 1,062 1,952 3,198 1,746 1,534 0 0
Closing Balance 868 1,261 3,276 5,521 3,363 3,258 13,420 19,014
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Explanation of Investment Rating

Investment Rating Expected return (over 12-month)
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