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Gokaldas Exports 

Margins under strain; diversification strategies offer support 

We present key takeaways from our meeting with the senior management of 
Gokaldas Exports (GEXP IN). Our discussions centered around the impact of US 
tariffs, the company’s mitigation strategies, and its long-term growth outlook. 
Management indicated that ~55% of its revenue is directly exposed to US tariffs. 
The company is engaging with its customers to share the financial impact of the 
25% penal tariff. The company might have to absorb 15%-18% of this cost, with the 
customer bearing the remainder. This discount will result in a negative margin of 
approximately 4-6% on the impacted 55% of the business (based on a normal 
margin of 12%). To protect customer relationships and order book visibility, the 
company is absorbing this burden, which could weigh on near-term margins. The 
balance 45% of revenue remains unaffected. Kenya operations are scaling with 
incremental capacities coming onstream in 2HFY26. Management expects the 
business to deliver ~20% RoCE in a year, on higher profitability aided by a) duty-
free US access, b) better labour availability, and c) faster ramp-up. Part of the 
Indian order book is also being shifted to Kenya to mitigate the tariff headwinds. 
Europe revenue has doubled, albeit on a low base, and management is looking to 
double growth over the next two years. The company is also focusing on product 
diversification, particularly synthetics, where it sees strong long-term potential. It 
is exploring subcontracting and asset-light models to add flexibility, while 
expecting to raise prices by 10-15% from Spring 2026 onwards. We have cut FY26E 
EBITDA margin by 200bps to factor in the near term margin squeeze from higher 
tariffs, resulting in 22%/40% cut in EBITDA/PAT. FY27E numbers are retained, as we 
expect the penal tariff to be rescinded before end CY25, with some part of the 
reciprocal tariff likely passed on to the end customer by way of price increases. 
Maintain HOLD with an unchanged target price of Rs 812, based on 25x FY27E 
earnings (unchanged). 

Higher tariffs to have significant near-term impact: Management explained that 
while underlying tariffs of 20-25% across nations would get absorbed into the system 
over the next few quarters, India continues to face a punitive 25% additional penal 
tariff, which creates a significant disadvantage. The company expects to absorb  
15-18% of the impact through discounts. With base operating margins of 12-13%, the 
affected revenues (~55 of total revenues) could have a negative 4-6% bearing on 
profitability. Business is as usual in the remaining 45%. Customers have agreed to 
share part of the burden, but management has decided to absorb the balance to 
protect volumes and ensure customer stickiness. 2H order book is strong, but 
margins could stay under pressure until tariff headwinds ease. 

Company’s strategic response to US penalty tariffs: The company is prioritizing on 
immediately protecting its order book to avoid losing business. Management expects 
punitive tariffs on India to be removed by end CY25; however, if these persist, the 
company could pivot towards other geographies and operating models. To mitigate 
the impact, the company is actively pursuing diversification across Kenya, Sri Lanka, 
and Bangladesh, while evaluating subcontracting and asset-light models. 

Strategically focusing on Kenya operations: Kenya currently contributes ~22% of 
GEXP’s overall revenue. The business is showing strong traction, aided by duty-free 
access, labour availability, and fast ramp-up of new facilities. The company is shifting 
5-10% of Indian orders to Kenya to reduce its tariff exposure. While product 
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Sector: Textiles Rating: HOLD 

CMP: Rs 778 Target Price: Rs 812 

Stock Info   

Sensex/Nifty 81,425/24,973 

Bloomberg GEXP IN 

Equity shares (mn) 71 

52-wk High/Low Rs 1,262/ Rs 668 

Face value Rs 5 

M-Cap  Rs 57bn/ USD 0.6bn 

3-m Avg traded value USD 4.2mn 

Financial Snapshot (Rs mn) 
Y/E Mar FY25 FY26E FY27E 

Net sales 38,642 41,601 47,720 

EBITDA 3,710 4,160 5,249 

PAT 1,585 1,742 2,325 

EPS (Rs) 22.2 24.4 32.5 

PE (x) 36.3 32.9 24.7 

P/B (x) 2.8 2.5 2.3 

EV/EBITDA (x) 17.3 15.4 12.3 

RoE (%) 7.6 7.7 9.3 

RoCE (%) 6.9 6.9 8.5 

D/E (x) 0.41 0.35 0.36 

DPS (Rs) - - - 

OPM (%) 9.6 10.0 11.0 

Shareholding pattern (%) 
 Jun’25 Mar’25 Dec’24 

Promoter 9.2 9.4 9.4 

–Pledged    

FII 24.9 25.8 26.5 

DII 37.2 36.8 37.0 

Others 28.7 28.0 27.1 
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realizations in Kenya are lower than those in India for GEXP, the duty arbitrage 
supports competitiveness, and the management expects this business to deliver 
~20% RoCE within a year. Incremental capacity is expected to come onstream in 
3QFY26. Management has not planned further expansion immediately but would 
wait for the business to scale before making new investment decisions. 

Diversifying manufacturing base: GEXP is looking to diversify its manufacturing base 
beyond India and Kenya. It hopes to leverage neighboring countries like Sri Lanka and 
Bangladesh in a bid to explore subcontracting as a viable tactic to gain flexibility. The 
company's currently does not have any subcontracting business but expects to 
venture into it. Although Bangladesh operations have the potential to deliver ~4% 
higher EBITDA margins than India, the region is more suited for generic products. It 
expects to make the highly customized and embellished products in India. 
Longer term, the company plans to build capacities in other Asian and African 
countries to reduce tariff dependence, though this could take another 12-18 months 
to materialize. 

European market expansion: Europe now contributes ~13% to GEXP’s revenue, 
growing more than 100% YoY on a low base. Management expects this business to 
double over the next two years, supported by strong customer relationships and 
ease in capacity ramp-up. If FTA with the EU materialize, these would provide a 
strong hedge against US tariffs and boost competitiveness. 

Order book and seasonal dynamics: Spring season orders are slated to begin from 
mid-September, with summer orders starting from January. During 1Q and 2Q, the 
company produces for the autumn/winter season, which generates 13-14% margins, 
while 3Q and 4Q focus on spring/summer, during which competition intensifies, with 
margins slipping to 11-12%. Management indicated that it would pass on 10-15% 
price hike from Spring 2026 onwards, which should improve margins. 

Raw material outlook: The import duty benefit on cotton announced by the 
government applies to US long-staple cotton, which is used in premium home textile 
products rather than garments. Management noted that if tariff rebates are 
introduced in garments, these could meaningfully offset the impact of US tariffs for 
apparel players. 

Bombay Rayon transaction update: The acquisition of Bombay Rayon Fashions Ltd 
(BRFL) is expected to close by end-1QFY27. Management expects BRFL to be 
profitable by FY26, generating Rs 12bn topline in FY26 and Rs 18bn by FY28, with 
one-third of the production consumed internally. BRFL’s fabrics are being used for all 
customers, unless customer specifications dictate otherwise. 

Diversification of product and business models: The company continues to explore 
subcontracting and an asset-light model as short-term solutions, though 
management sees limited viability for these in the long run. Focus would remain on 
expanding product and geography diversification, with particular emphasis on 
synthetics. Kenya is already largely producing synthetic apparels, while India has 
~25% share in synthetics. Management believes GEXP is well positioned to capture 
growth in synthetics, given it has similar capabilities as China. 

Productivity gains: Management believes its ongoing productivity measures, 
driven primarily by automation and technology adoption, could result in ~4% CAGR 
in output. 
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FINANCIALS - CONSOLIDATED 

Cash Flow 

YE: Mar (Rs mn) FY23 FY24 FY25 FY26E FY27E 

PBT  1,983   1,590   2,181   2,233   3,100  

Add: Non cash items  597   653   1,477   1,986   1,925  

Cash profit  2,580   2,243   3,657   4,219   5,024  

Add/Less: WC changes  1,108   (4,014)  (3,085)  (1,660)  (1,393) 

Operating cash flow  3,688   (1,771)  572   2,559   3,631  

Less: Capex  (1,264)  (6,880)  (1,880)  (3,000)  (3,500) 

Free cash flow  2,424   (8,650)  (1,308)  (441)  131  

Financing cash flow  (754)  7,532   4,735   (1,339)  125  

Investing cash flow  (2,914)  (5,374)  (4,207)  (1,500)  (3,500) 

Net change in cash  20   388   1,100   (280)  256  

Add: Opening cash  127   147   542   1,662   1,381  

Closing cash  147   542   1,647   1,381   1,638 

Source: Company, Systematix Institutional Research 

Profit & Loss Statement 

YE: Mar (Rs mn) FY23 FY24 FY25 FY26E FY27E 

Net revenues  22,222   23,789   38,642   41,601   47,720  

Revenue growth (%)  24.1   7.1   62.4   7.7   14.7  

 - Op. expenses  19,514   21,249   34,933   37,441   42,471  

EBITDA  2,708   2,540   3,710   4,160   5,249  

EBITDA margins (%)  12.2   10.7   9.6   10.0   11.0  

 - Interest expenses  257   363   774   819   842  

 - Depreciation  718   888   1,284   1,658   1,858  

 + Other income  250   301   529   550   550  

 - Tax  314   280   595   491   775  

Effective tax rate (%)  15.8   17.6   27.3   22.0   25.0  

Adjusted PAT  1,669   1,310   1,585   1,742   2,325  

+/- Extraordinary items  61   -     -     -     -    

Reported PAT  1,730   1,310   1,585   1,742   2,325  

EPS (Rs/share)  28.6   20.7   22.2   24.4   32.5 

Source: Company, Systematix Institutional Research 
 
 

Balance Sheet 

YE: Mar (Rs mn) FY23 FY24 FY25 FY26E FY27E 

Share capital   303   317   357   357   357  

Reserves & Surplus  8,560   12,596   20,449   22,191   24,516  

Networth  8,863   12,913   20,807   22,548   24,873  

Minority interest  -     -     -     -     -    

Total debt   1,544   8,049   8,452   7,932   8,899  

Def. tax liab. (net)  -     -     -     -     -    

Capital employed   10,407   20,962   29,259   30,480   33,772  

Net fixed assets   3,876   12,639   14,159   15,501   17,143  

Investments   3,440   1,591   4,971   3,471   3,471  

Net working capital   2,851   5,459   8,468   10,127   11,521  

Cash and bank balance  240   1,273   1,662   1,381   1,638  

Capital deployed   10,407   20,962   29,259   30,480   33,772  

Net debt  1,304   6,775   6,791   6,550   7,261  

WC (days)  61   126   87   91   91  

DE (x)  0.17   0.62   0.41   0.35   0.36 

Source: Company, Systematix Institutional Research 

Ratios 

YE: Mar  FY23 FY24 FY25 FY26E FY27E 

P/E (x)  12.5   34.3   36.3   32.9   24.7  

P/BV (x)  2.4   3.5   2.8   2.5   2.3  

EV/EBITDA (x)  8.4   20.3   17.3   15.4   12.3  

RoE (%)  19.5   10.1   7.6   7.7   9.3  

RoCE (%)  14.8   6.0   6.9   6.9   8.5  

Fixed asset turnover (x)  4.3   1.6   2.0   2.0   2.1  

DPS (Rs)  1.0   -     -     -     -    

Dividend (%)  20   -     -     -     -    

Dividend yield (%)  0.3   -     -     -     -    

Dividend payout (%)  4   -     -     -     -    

Debtor days  22   54   41   45   45  

Creditor days  16   32   25   25   25  

Inventory days  55   104   71   71   71  

Revenue growth (%)  24   7   62   8   15  

EBITDA growth (%)  32   (6)  46   12   26  

PAT growth (%)  43   (22)  21   10   33 

Source: Company, Systematix Institutional Research 
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DISCLOSURES/APPENDIX 

I. ANALYST CERTIFICATION 

I, Pratik Tholiya, Bhumi Shah; hereby certify that (1) views expressed in this research report accurately reflect my/our personal views about any or all of the subject securities or issuers 
referred to in this research report, (2) no part of my/our compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research 
report by Systematix Shares and Stocks (India) Limited (SSSIL) or its group/associate companies, (3) reasonable care is taken to achieve and maintain independence and objectivity in 
making any recommendations.    

Disclosure of Interest Statement Update 

Analyst holding in the stock No 

Served as an officer, director or employee No 

 
II. ISSUER SPECIFIC REGULATORY DISCLOSURES, unless specifically mentioned in point no. 9 below: 

1. The research analyst(s), SSSIL, associates or relatives do not have any financial interest in the company(ies) covered in this report. 

2.  The research analyst(s), SSSIL, associates or relatives collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of the end of the 
month immediately preceding the distribution of the research report. 

3. The research analyst(s), SSSIL, associates or relatives did not have any other material conflict of interest at the time of publication of this research report. 

4.  The research analyst, SSSIL and its associates have not received compensation for investment banking or merchant banking or brokerage services or any other products or 
services from the company(ies) covered in this report in the past twelve months. 

5.  The research analyst, SSSIL or its associates have not managed or co-managed a private or public offering of securities for the company(ies) covered in this report in the previous 
twelve months. 

6.  SSSIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party in connection with this research 
report. 

7.  The research analyst has not served as an officer, director or employee of the company(ies) covered in this research report. 

8. The research analyst and SSSIL have not been engaged in market making activity for the company(ies) covered in this research report. 

9.  Details of SSSIL, research analyst and its associates pertaining to the companies covered in this research report: 

Sr. 
No. 

Particulars 
Yes / 
No. 

1 Whether compensation was received from the company(ies) covered in the research report in the past 12 months for investment banking transaction by SSSIL. No 
2 Whether research analyst, SSSIL or its associates and relatives collectively hold more than 1% of the company(ies) covered in the research report. No 
3 Whether compensation has been received by SSSIL or its associates from the company(ies) covered in the research report.  No 

4 
Whether SSSIL or its affiliates have managed or co-managed a private or public offering of securities for the company(ies) covered in the research report in the 
previous twelve months. 

No 

5 
Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant banking or brokerage services or any other 
products or services from the company(ies) covered in the research report in the last twelve months. 

No 

 
10. There is no material disciplinary action taken by any regulatory authority that impacts the equity research analysis activities. 

STOCK RATINGS 

BUY (B): The stock's total return is expected to exceed 15% over the next 12 months. 
HOLD (H): The stock's total return is expected to be within -15% to +15% over the next 12 months. 
SELL (S): The stock's total return is expected to give negative returns of more than 15% over the next 12 months. 
NOT RATED (NR): The analyst has no recommendation on the stock under review. 
 

INDUSTRY VIEWS 

ATTRACTIVE (AT): Fundamentals/valuations of the sector are expected to be attractive over the next 12-18 months. 
NEUTRAL (NL): Fundamentals/valuations of the sector are expected to neither improve nor deteriorate over the next 12-18 months. 
CAUTIOUS (CS): Fundamentals/valuations of the sector are expected to deteriorate over the next 12-18 months. 

III. DISCLAIMER 

The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from sources believed to be reliable. Such information 
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy completeness or correctness.  

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should exercise 
due caution while acting on it.  Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be construed as an 
offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are not guaranteed and 
a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information 
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for 
distribution to institutional investors. 

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any 
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or 
its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially USA, the same 
may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or 
Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication, 
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redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing to a third party a link, 
is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further distributed by the recipient to any 
third party.  

SSSIL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any 
companies that the analysts cover. Additionally, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of 
any companies that they cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that 
reflect opinions that are contrary to the opinions expressed herein. Our proprietary trading and investing businesses may make investment decisions that are inconsistent with the 
recommendations expressed herein. The views expressed in this research report reflect the personal views of the analyst(s) about the subject securities or issues and no part of the 
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The 
compensation of the analyst who prepared this document is determined exclusively by SSSIL; however, compensation may relate to the revenues of the Systematix Group as a whole, of 
which investment banking, sales and trading are a part. Research analysts and sales persons of SSSIL may provide important inputs to its affiliated company(ies). 

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations which could have an adverse effect on their value or price or the income 
derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume currency risk. SSSIL, its directors, analysts 
or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on the basis of this report 
including but not restricted to fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc. 

SSSIL and its affiliates, officers, directors, and employees subject to the information given in the disclosures may: (a) from time to time, have long or short positions in, and buy or sell, the 
securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation (financial interest) 
or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential material 
conflict of interest with respect to any recommendation and related information and opinions. The views expressed are those of the analyst and the company may or may not subscribe 
to the views expressed therein.  

SSSIL, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, 
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall SSSIL, any of its affiliates or any third 
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. The company accepts no liability whatsoever for the actions of 
third parties. The report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of the company, the 
company has not reviewed the linked site. Accessing such website or following such link through the report or the website of the company shall be at your own risk and the company 
shall have no liability arising out of, or in connection with, any such referenced website.  

SSSIL will not be liable for any delay or any other interruption which may occur in presenting the data due to any technical glitch to present the data. In no event shall SSSIL be liable for 
any damages, including without limitation, direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by SSSIL 
through this presentation. 

SSSIL or any of its other group companies or associates will not be responsible for any decisions taken on the basis of this report. Investors are advised to consult their investment 
and tax consultants before taking any investment decisions based on this report. 

Registration granted by SEBI to SSSIL and certification from NISM to the analyst in no way guarantee performance of SSSIL or to provide any assurance of returns to investors. 
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