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Morning Insight 

Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been prepared by the Private Client Group. 

    
News Highlights 
 Post US sanctions on Iran, India is exploring new geographies to meet 

its energy needs. This includes an interest in Guyana’s oilfields that are 
being hailed as one of the world’s largest oil finds in recent times. (ET) 

 Business activity in India’s manufacturing sector further slowed in April, 
but still held in the expansion zone. The Nikkei India Manufacturing 
Purchasing Managers’ Index (PMI) declined from 52.6 in March to 51.8 
in April. (Mint) 

 Cumulative sales of the top six manufacturers of two-wheelers fell to 
1.58 million units in April 2019, from 1.88 million in the same month a 
year before,as manufacturers pared dispatches to reduce stock piling 
up at their dealerships. (BS) 

 The National Company Law Appellate Tribunal on Thursday allowed the 
banks to declare the accounts of IL&FS and its subsidiaries that have 
defaulted on payments as non-performing assets. (BS) 

 DLF has transferred a retail mall in Noida to one of its subsidiaries for 
Rs 29.5 bn. The value was derived on the basis of the valuation report 
of an independent valuer. (ET) 

 RBI approved extension of tenure of Brahm Dutt as Part-Time Chairman 
of Yes Bank till January 10,2022. (BL) 

 Queensland government rejects Adani Enterprise plan to protect a rare 
species of finch “because it does not meet the requirements of the 
company’s environmental authority. (BS) 

 Promoter Standard Life (Mauritius Holdings) 2006 will sell up to 36 
million shares, or 1.78 percent stake in the open market in HDFC Life. 
The floor price is set to Rs 390 per share. (Mint) 

 Ircon International received an order worth $91.27 million from the Sri 
Lankan Government for upgradation of railway tracks. (BS) 

 Andhra Bank board approved increasing authorised capital from Rs 30 
bn to Rs 60 bn. (BS)  

 Persistent Systems joined Siemens partner program to bring industrial 
digital solutions to the market. (BL) 

 Grasim said its brownfield expansion of 45 TPD value-added specialty 
fibre capacity at Gujarat Plant has been fully commissioned and the 
commercial productions has commenced from May 1. (BS) 

 Coal India a near monopoly supplier to the country’s thermal power 
plants, would raise dispatches about 9% to 530 million tonnes in FY20, 
an enhanced target analysts say should help soften power prices and 
substitute the solid fuel’s imports. (ET) 

 JSW Paints will rely on captive consumption from JSW Steel colour 
coated business to generate initial demand for the newly created 
venture that aims to earn Rs 20 bn worth revenue in the next three years. 
(BS) 

What’s Inside 
 Result Update: Zensar Technologies Ltd 

 Company Visit Note: Kewal Kiran Clothing Ltd (KKCL) 

Source: ET = Economic Times, BS = Business Standard, FE = Financial Express, IE = Indian 
Express, BL = Business Line, BQ = BloombergQuint, ToI: Times of India, BSE = Bombay 
Stock Exchange, MC = Moneycontrol  

 
2-May 1 Day 1 Mth 3 Mths

Indian Indices 
SENSEX Index 38,981 (0.1)      0.3        6.9           
NIFTY Index 11,725 (0.2)      0.5        7.6           
NSEBANK Index 29,709 (0.2)      (2.0)      9.7           
NIFTY 500 Index 9,638 (0.3)      (0.7)      6.4           
CNXMcap Index 17,461 (0.6)      (4.8)      2.8           
BSESMCAP Index 14,593 (0.2)      (3.6)      4.6           
World Indices
Dow Jones 26,308 (0.5)      0.3        5.0           
Nasdaq 8,037 (0.2)      1.8        10.6        
FTSE 7,351 (0.5)      (0.9)      4.7           
NIKKEI 22,308 0.5        5.0        7.7           
Hangseng 29,944 0.8        (0.8)      6.5           
Shanghai 3,062 (0.8)      (2.9)      17.6        

Value traded (Rs cr)
Cash BSE (56.9)       
Cash NSE (12.6)       
Derivatives 87.0        

Net inflows (Rs cr) 30-Apr MTD YTD

FII (912) 10,729 68,221
Mutual Fund 826 (4,920) (2,982)

Nifty Gainers & Losers Price Chg Vol
2-May (Rs) (%) (mn)

Gainers
Yes Bank Ltd 174      3.4        124.2      
Bharti Infra 271      3.2        5.5           
Power Grid 190      2.0        5.0           
Losers
Britannia Ind 2,783   (3.9)      1.4           
Zee Entertainment 418      (3.3)      3.2           
Tata Motors 207      (3.3)      22.0        

Advances / Declines (BSE)
2-May A B T Total  % total

Advances 183   395         37         615      100         
Declines 276   566         76         918      149         
Unchanged 2        29            13         44         7              

Commodity
2-May 1 Day 1 Mth 3 Mths

Crude (US$/BBL) 70.5        (0.3)      1.7        12.4        
Gold   (US$/OZ) 1,270.6   (0.5)      (1.4)      (3.5)         
Silver  (US$/OZ) 14.6        (0.3)      (3.4)      (8.1)         

Debt / Forex Market 2-May 1 Day 1 Mth 3 Mths

10 yr G-Sec yield % 7.4           7.4        7.3        7.4           
Re/US$ 69.4        69.6     68.7     71.8        

Nifty

Source: Bloomberg
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ZENSAR TECHNOLOGIES LTD (ZENSAR) 
PRICE RS.248 TARGET RS.267 ADD 
Zensar’s Q4FY19 revenue grew by 4.5% qoq in USD terms to USD150mn 
(18.5% yoy), marginally above our estimate of USD148mn. In FY19, revenue 
grew by 17.6% yoy to USD 566.9 mn. Digital services contributed 46.4% of 
Q4FY19 revenues and was at 44.7% of FY19 revenues. PAT has increased 
by 50% qoq and 14% yoy to Rs.827 mn supported by meaningful jump in 
other income and strong operating performance.  

Key Highlights 

 Digital is the key focus area for the company which showed a steady growth 
rate of 8.1% qoq and 35.6% yoy. Within Application Services and IMS the 
growth driver has been digital services, contributing 41.1% and 5.3% of 
revenue, respectively. Digital now contributes 46.4% in Q4FY19 v/s 44.9% in 
previous quarter of the overall revenue. The company has filed few more 
patents with 5 being granted for Digital & Blockchain–strong push towards 
innovation continues.  

 All of Zensar’s acquisitions (all digital in nature) had strong growth over the 
year with Cynosure leading in the last quarter. Digital & Application Services 
grew 18.9% yoy owing to the strong growth of 33.8% in Digital Services. 
Cloud & Infrastructure services grew at 10.9% in FY19. Cloud, Digital led next 
Gen CIS however grew at 77.3% due to to Vinci, Zensar’s ROD NeXT based 
Cloud platform. 

 Steady inflow of large transformational deals: Zensar has signed USD 150 
mn TCV of deals in Q4FY19, taking the deal wins to USD 750mn+ in FY19. 
The company has highlighted that strong demand environment persists and 
trend of slightly smaller size deals with increased deal volume in the recent 
past. Large deals ratio (TCV over $10m) has improved to 60% in Q4FY19 v/s 
55% in Q3FY19. The company indicated that the pipeline continues to be 
robust with a good mix of Application and Cloud deals. Digital (including 
RoDand RoDNeXT) seeing tremendous traction across all markets which is 
helping create niche for Zensar. 

 Core Business performance: Zensar has more than $100 mn bookings in the 
Cloud & Infrastructure space on a trailing twelve months basis. Impressively, 
top 20 accounts grew 19.3% yoy & top 10 grew at 20.1% yoy. Account 
management continues to be robust. 10M+ accounts grew to 9, 2% qoq and 
5% yoy. Insurance had a slightly soft quarter, however there was healthy 
increase in deal wins especially in the Guidewire space. Europe continued 
its steep growth with both Farming & Hunting engines faring well. BFSI 
continued its growth momentum, growing at a yearly rate of 30.1% while Hi-
Tech grew by 22.8% in Q4. 

 Zensar had acquired four companies in the last two years. The acquisitions 
have also been an integral part of new deal wins. All entities reported 
sequential growth - 1) Foolproof – Quarterly revenue growth of 10.2%. Good 
cross sell helping UK region growth, 2) Keystone Logic–Quarterly revenue 
growth of 16.1%, 3) Cynosure–Quarterly revenue growth of 18.3%. Multiple 
deal wins in the last quarter & 4) Indigo Slate–Growth of 6.5% sequentially. 
Combined GTM in place.  

  

Result Update 

Stock Details   
Market cap (Rs mn)  : 55435 
52-wk Hi/Lo (Rs) : 352 / 196 
Face Value (Rs) : 2 
3M Avg. daily vol (Nos) : 157,636 
Shares o/s (mn)  : 225 

Source: Bloomberg   

Financial Summary  
Y/E Mar (Rs mn) FY19   FY20E FY21E 

Revenue 39,663 45,346 51,403 
Growth (%) 28 14 13 
EBITDA 4,875 5,839 6,890 
EBITDA margin (%) 12.3% 12.9% 13.4% 

PAT 3,136 3,759 4,465 
EPS 13.9 16.7 19.8 
EPS Growth (%) 2% 20% 19% 

BV (Rs/share) 85 98 114 
Dividend/share (Rs)  2.8   3.2   3.7  
ROE (%) 17.6 18.2 18.7 
ROCE (%) 18.4 18.4 18.9 

P/E (x) 17.8 14.9 12.5 
EV/EBITDA (x) 11.3 9.2 7.6 
P/BV (x) 2.9 2.5 2.2 

Source: Company, Kotak Securities - PCG 

Shareholding Pattern (%)   
(%) Mar 19 Dec-18 Sep-18  

Promoters 48.9 48.9 48.9 
FII 16.9 16.9 7.5 
DII 2.4 2.4 11.4 
Others 31.9 31.9 32.3  

Source: Bloomberg    

Price Performance (%)   
(%) 1M 3M 6M 

Zensar Tech  5.7   8.7   (4.9) 
Nifty  5.3   1.1   (17.8) 

Source: Bloomberg    

Price chart (Rs) 

 
Source: Bloomberg 
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Valuation & outlook 
We are introducing FY21E earnings and roll-forward our valuation on FY21E 
earnings. We expect Zensar to report an EPS of Rs.16.7/share (earlier Rs.16.5/-
) in FY20E and an EPS of Rs. 19.8/share in FY21E supported by strong deal 
pipeline. Revenue outlook remains strong on the back of the deal momentum of 
recent quarters. We maintain ADD with a revised target price of Rs.267 (Rs.239 
earlier). 

Quarterly result update 

P&L A/C (Rs. Mn)  Mar-19 Mar-18 YoY (%) QoQ (%) 

Revenue (US$ Mn)  150 127 18.5 4.5 
Currency (INR/US$)  70.45 64.31 9.5 (2.3) 
Revenue  10,574 8,147 29.8 2.1 
Total Expenditure  9,304 7,186 29.5 0.6 
EBIDTA  1,269 962 32.0 14.9 
Depreciation  251 139 80.9 5.9 
EBIT  1,018 823 23.7 17.4 
Other income  279 268 4.1 1,017.6 
Interest-net  110 50 118.6 1.2 
PBT  1,187 1,040 14.1 51.5 
Tax  355 300 18.5 62.8 
Current Tax  355 300 18.5 62.8 
PAT  832 741 12.3 47.1 
Less: Minority Interest  4 14 (67.9) (63.6) 
Adj PAT (post MI)  827 727 13.8 49.6 
EPS (Rs.Share)  3.67 3.23 13.7 49.6 

Source: company 

Margin details   

  Mar-19 Mar-18 YoY (ppts) QoQ (ppts) 

EBITDA Margin (%)  12.0 11.8 0.2 1.3 
EBIT Margin (%)  9.6 10.1 (0.5) 1.3 
Adj PAT Margin (%)  7.8 8.9 (1.1) 2.5 
Other Income/PBT (%)  23.5 25.7 (2.3) 20.3 
Tax/PBT (%)  29.9 28.8 1.1 2.1 

Source: company 

Client Concentration 

Revenue from top clients   Q1 FY 18 Q2 FY 18 Q3 FY 18 Q4 FY 18 FY 18 Q1 FY 19 Q2 FY 19 Q3 FY 19 Q4 FY 19 FY 19 

 Revenue- top 5 clients   34.9% 35.3% 36.2% 38.6% 36.3% 37.6% 38.2% 39.1% 37.6% 37.6% 
 Revenue- top 10 clients   43.1% 43.6% 44.8% 47.7% 44.8% 45.7% 46.7% 49.5% 48.4% 46.5% 
 Revenue- top 20 clients   54.5% 56.1% 56.0% 59.3% 56.1% 57.1% 57.6% 60.2% 59.7% 57.1% 

Source: company 

Quarterly result analysis  
 Revenue in US dollar terms: Zensar’s Q4FY19 consolidated revenue 

increased by 4.5% qoq (+18.5% yoy) to US$ 150mn (as against our 
expectation of US$ 148 mn). Core revenue stood at US$142.4 mn–a growth 
of 5.2% qoq and 22.3%yoy. 

 Business growth was broad based with all business segments reported 
growth, led by Digital and Next Gen Cloud & Infrastructure capabilities and 
backed by several large deal wins. 
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 The company has highlighted that it will continue to invest in market 
winning ROD NeXT suite of digital platforms & solutions that help in 
delivering enterprise wide digital transformation programs for its clients. 

 Revenue (Rupee terms): Consolidated revenues increased by 2% qoq to 
Rs.10.57 bn (+29.8% yoy).  

 Cost of revenue: Employee cost decreased by 0.2% qoq to Rs.7.56 bn in 
Q4FY19. 

 Sales and marketing expenses: The Company’s SG&A expenses increased 
by 2% qoq to Rs.731 mn (+40% yoy). In Q4FY19, SG&A expenses as a 
percent of revenues decreased by 10 bps qoq to 6.9%.  

 General and administration expenses: The Company’s G&A expenses 
increased by 6% qoq to Rs.1.01 bn (+11% yoy). In Q4FY19, G&A expenses as 
a percent of revenues increased by 35 bps qoq to 9.57%.  

 Operating profit (Rs. Mn): Zensar reported meaningful increase in EBIDTA 
to Rs.1.3 bn in Q4FY19 (14.9% qoq and 32% yoy). Operating profit growth 
was broad-based with all regions & Service lines seeing margin 
improvement in FY19. 

 Operating margin (%): EBITDA margin increased to 12% (130 bps qoq and 
20 bps yoy) due to efficient resource optimization, cost management and 
robust internal systems & processes. Core Business EBITDA was at 14.1% 
for Q4 and 14.1% for FY19. 

 Depreciation charge: Depreciation has increased 5.9% qoq to Rs.251 mn. 
Depreciation as a percentage of revenue stands at 2.4% in Q4FY19 v/s 2.3% 
in Q3FY19.  

 Forex loss (Other income): Zensar reported a forex loss of Rs.18 mn during 
the quarter vs 169 mn loss in Q3FY19.  

 Profit before tax (PBT): Zensar’s PBT increased 51.5% qoq to Rs.1.2 bn in 
Q4FY19 (+14% yoy) supported by higher operating income and significantly 
higher other income.  

 PAT: Zensar’s PAT has increased 49.6% qoq to Rs.827 mn (+13.8% yoy) due 
to higher PBT. Effective tax rate (ETR) increased to 29.9% from 27.8% in 
Q3FY19. In Q4FY19, the company reported PAT of USD 11.7 mn, a 
sequential growth of 53.1% and in FY19, PAT grew by 20.2% to $45.0 mn. 

Maintain ADD 
We are introducing FY21E earnings and roll-forward our valuation on FY21E 
earnings. We expect Zensar to report an EPS of Rs.16.7/share (earlier Rs.16.5/-
) in FY20E and an EPS of Rs. 19.8/share in FY21E supported by strong deal 
pipeline. Revenue outlook remains strong on the back of the deal momentum of 
recent quarters. We maintain ADD with a revised target price of Rs.267 (Rs.239 
earlier). 

Company Background 
Zensar is a leading digital solutions and technology services company that 
specifies in partnership with global organizations across industries on their 
Digital Transformation journey. The company has complete technology services 
portfolio which includes Applications, Infrastructure, Digital and Industry 
specific solutions lineage. Zensar is a part of the USD $3bn RPG Enterprises and 
the US $40bn APAX portfolio of companies. Digital business is 34% of Zensar 
revenue and has shown strong growth. 
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Financials: Consolidated 

 
  

Profit and Loss Statement (Rs mn)    
(Year-end Mar) FY18 FY19 FY20E FY21E 

Revenues 31,077 39,663 45,346 51,403 
% change YoY 0.9 27.6 14.3 13.4 
EBITDA 3,700 4,875 5,839 6,890 
% change YoY -5.9 31.8 19.8 18.0 
Other Income 695 844 844 800 
Depreciation  650 894 1,008 1,137 
EBIT 3,745 4,825 5,676 6,553 
% change YoY 4.1 28.8 17.6 15.5 
Net interest 228 373 386 195 
Profit before tax 3,517 4,453 5,290 6,358 
% change YoY 0.2 26.6 18.8 20.2 
Tax 1,052 1,268 1,481 1,844 
as % of PBT 29.9% 28.5% 28.0% 29.0% 
Profit after tax 2,465 3,185 3,809 4,514 
Minority interest 50 49 49 49 
Share of profit of associates 0 0 0 0 
Net income 2,416 3,136 3,759 4,465 
% change YoY 1.9 29.8 19.9 18.8 
Shares outstanding (m) 225 225 225 225 
EPS (reported) (Rs) 10.7 13.9 16.7 19.8 
CEPS  (Rs) 13.6 17.9 21.2 24.9 
DPS (Rs) 2.4 2.8 3.2 3.7 
Source: Company, Kotak Securities – Private Client Research 
    

Cash flow Statement (Rs mn)    
(Year-end Mar) FY18 FY19 FY20E FY21E 

EBIT  3,745   4,825   5,676   6,553  
Depreciation  650   894   1,008   1,137  
Change in working capital  (46)  (2,007)  (1,138)  (1,902) 
Chgs in other net assets  -     -     -     -    
Operating cash flow  4,349   3,713   5,545   5,788  
Interest  (228)  (373)  (386)  (195) 
Taxes paid  (1,052)  (1,268)  (1,481)  (1,844) 
Cash flow from operations  3,069   2,073   3,678   3,749  
Capex  (2,119)  (4,536)  (1,208)  (1,337) 
(Inc)/dec in investments  (319)  1,595   -     -    
Cash flow from investments  (2,438)  (2,941)  (1,208)  (1,337) 
Others  4   265   49   49  
Increase/(decrease) in debt  (1,246)  2,519   (1,297)  (1,002) 
Proceeds from share premium  -     -     -     -    
Dividends  (621)  (725)  (883)  (1,003) 
Cash flow from financing  (1,863)  2,059   (2,131)  (1,956) 
Opening cash  3,301   2,069   3,259   3,599  
Closing cash  2,069   3,259   3,599   4,055 
Source: Company, Kotak Securities – Private Client Research 
 
    
 

Balance sheet (Rs mn)     
(Year-end Mar) FY18 FY19 FY20E FY21E 

Cash and cash equivalents 2,069 3,259 3,599 4,055 
Accounts receivable 6,423 8,762 9,566 10,844 
Inventories 1,060 985 1,126 1,276 
Loans and Adv & Others 4,382 6,676 7,632 8,652 
Current assets 13,933 19,681 21,923 24,827 
Misc exp. 0 0 0 0 
LT investments 2,746 1,152 1,152 1,152 
Net fixed assets 5,976 9,617 9,817 10,017 
Total assets 22,655 30,450 32,892 35,996 
     
     
Payables 1,839 3,010 3,051 3,155 
Others 2,838 3,977 4,547 4,883 
Current liabilities 4,677 6,987 7,598 8,038 
Provisions 782 1,131 1,233 1,290 
     
LT debt 60 2,578 1,281 279 
Min. int and Others  447 331 430 529 
Equity 450 450 450 450 
Reserves 16,239 18,973 21,899 25,410 
Total liabilities 22,655 30,450 32,892 35,996 
BVPS (Rs) 73 85 98 114 
Source: Company, Kotak Securities – Private Client Research 
    

Ratio Analysis    
(Year-end Mar) FY18 FY19 FY20E FY21E 

EBITDA margin (%)  11.9   12.3   12.9   13.4  
EBIT margin (%)  12.1   12.2   12.5   12.7  
Net profit margin (%)  7.8   7.9   8.3   8.7  
     
Receivables (days)  75.4   80.6   77.0   77.0  
Inventory (days)  12.4   9.1   9.1   9.1  
Sales/gross assets(x)  1.9   2.0   2.0   2.0  
Interest coverage (x)  13.4   10.7   12.5   29.5  
     
Debt/equity ratio(x)  0.0   0.1   0.1   0.0  
     
ROE (%)  15.5   17.6   18.2   18.7  
ROCE (%)  16.4   18.4   18.4   18.9  
     
EV/ Sales  1.7   1.4   1.2   1.0  
EV/EBITDA  14.6   11.3   9.2   7.6  
Price to earnings (P/E)  23.1   17.8   14.9   12.5  
Price to book value (P/B)  3.4   2.9   2.5   2.2 
Source: Company, Kotak Securities – Private Client Research 
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KEWAL KIRAN CLOTHING LTD (KKCL) 
PRICE RS.1328  NOT RATED 
We recently met the management of Kewal Kiran Clothing Ltd (KKCL) and 
had also attended the tradeshow organized by the company. KKCL designs, 
manufactures and sells wide range of products such as jeans, shirts, 
trouser, T-shirts, shoes and other fashion accessories under its own brand 
name Killer, LawmanPg3, Integriti and Easies largely catering to men’s 
segment. The company has strong sales and distribution network spread 
across 209 cities in 25 states. It has over 100 distributors and has a strong 
retail presence through 325 owned and franchised stores through its EBOs 
and retail stores under brand name K-Lounge. KKCL is targeting to expand 
into women’s wear segment and has recently acquired Desi Belle brand 
catering to women’s segment. The company has track record of generating 
strong EBITDA margins of over 20% with robust cash flows and net cash 
balance sheet, as it has discouraged high discounts and Sale or return (SoR) 
model.    

Outlook & Valuation 
KKCL targets to maintain single digit growth rate in revenue with strong margin 
of over 20%, but we believe that aggressive approach towards some of the 
brands and increase in geographical penetration may result in rise in working 
capital. At CMP, the stock is trading at PE of 20.6x based TTM EPS of Rs 64.6. 
We do not have any rating on the stock.     

Key risk 
 Increased competition from other domestic and foreign brands  

 Sharp volatility in Raw material prices 

 Increase in working capital 

Strong portfolio of home grown brands targeted at various segment 
In the last 30 years, KKCL has created strong portfolio of own brands catering 
to customers across wide profile. The company offers diverse range of products 
under brand names Killer, LawmanPg3, Integriti and Easies. Its flagship brand, 
Killer caters to premium men's wear segment in the price range of Rs 2399-3299 
for jeans and competes against brands like Levis, Pepe Jeans, Spykar, etc. Killer 
contributed over 50% revenue in the past 4-5 years and grew at a CAGR of 6.4% 
in FY14-18. The brand grew at 13% on yoy basis in 9MFY19. Integriti which is 
targeted at masses contributed over 20% to KKCL’s revenue and grew at 5.4% 
CAGR in FY14-18, with 13.3% yoy growth in 9MFY19. The brand is priced in the 
range of Rs 1799-2099 and offers fine-quality casual, semiformal and formal 
wear. Easies, targeted at 25-40 years age group, grew at fastest pace on a low 
base at a CAGR of 16.4% yoy in FY14-18 and 20.8% in 9MFY19.  The company 
is targeting to revive growth in Lawman Pg3 brand which has been a laggard in 
the past 1-2 years with 0.9% CAGR in FY14-18 and declined by 17% in 9MFY19. 
It has added wide variety of new collections with design patents. The company 
has also reduced prices for certain categories in order to compete against other 
brands. The management is hopeful on growth in Lawman Pg3 in future.  

 

 

Company Visit Note 

Stock Details   
Market cap (Rs mn)  : 16374 
52-wk Hi/Lo (Rs) : 1617 / 1100 
Face Value (Rs) : 10 
3M Avg. daily vol (nos) : 620 
Shares o/s (mn)  : 12 

Source: Bloomberg   

Financial Summary - Standalone 
Y/E Mar (Rs mn) FY16 FY17   FY18 

Revenue 4668 4665 4603 
Growth (%) 12.0 (0.1) (1.3) 
EBITDA 1040 989 982 
EBITDA margin (%) 22.3 21.2 21.3 

PAT 680 746 733 
EPS 55.1 60.5 59.4 
EPS Growth (%) 2.6  9.8  (1.8) 

Book value (Rs/share) 242.3 303.7 324.1 
Dividend per share (Rs) 60.0 17.5 31.5 
ROE (%) 22.0 22.2 18.9 
ROCE (%) 29.2 24.7 21.2 

P/E (x) 24.1 22.0 22.3 
P/BV (x) 5.5 4.4 4.9 
EV/EBITDA (x) 15.8 16.3 16.5 

Source: Company, Capitaline  

Shareholding Pattern (%)   
(%) Mar 19 Dec-18 Sep-18  

Promoters 74.3 74.3 74.3 
FII 11.9 12.0 12.0 
DII 9.5 9.5 9.4 
Others 4.4 4.2 4.3  

Source: Bloomberg    

Price Performance (%)   
(%) 1M 3M 6M 

Kewal Kiran Clothing  1.7   10.0   (1.0) 
Nifty  0.5   7.6   13.0 

Source: Bloomberg    

Price chart (Rs) 

 
Source: Bloomberg 
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Brand mix in 5 years Product mix in 5 years 

 
Source: Company Source: Company 

Brands profile  

Brands Details 

 It is the flagship brand of the company with powerful 
international feel and a unique style quotient. 
Launched in 1989, the brand is focussed on premium 
men's wear segment. The brand is targeted at youth 
with age group 16-25 years and is trendy, vibrant and 
dynamic. 

 Launched in 1998, “Lawman” is targeted to the 
customers between the age group of 18 to 28 years, 
with a focus on denim and party / club wear. 
“Lawman” is positioned as a fashion brand. 

 Launched in 2002, “Integriti” is positioned as a brand 
for the masses and is largely distributed through 
MBOs. The brand ensures a complete package of fine-
quality casual, semiformal and formal wear. 

 Launched in 1998, “Easies” is targeted to the 
customers between the age group of 25 to 40 years, 
mostly corporate executives. The brand offers semi-
formals, to polo-tees; from smart trousers to 
comfortable three-fourths 

 K-Lounge is company’s own retail brand which sells 
KKCL’s brands, these stores are operated through own 
as well as franchisee route  

Source: Company, Kotak Securities - Private Client Research 

Strong distribution across geographies 
KKCL has wide distribution network with presence across 209 cities in 25 
states. The company sells its products through different channels with MBOs 
contributing to 51% of its revenue in FY18, followed by retail with 21%, national 
chain stores 13%, etc. These MBOs are catered by its distributors spread across 
regions. The company is very strong in eastern region which contributed 40% of 
its revenue in FY18 while it had lower contribution from northern market with 
16% revenue from the region in FY18. As per management, northern market is 
largely SoR based, while the company follows outright sale based distribution 
and discourages SoR model. Even in case of large format stores which is 
normally SoR driven, the company derives one third revenue through outright 
sales.  
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Channel wise breakup (FY18) Geographical breakup (FY18) 

    
Source: Company  Source: Company 

Expanding to women fashion wear through Desi Belle 
KKCL is targeting to expand into women’s fashion wear segment. The company 
has recently acquired Desi Belle brand catering to women’s segment. The 
company is offering both Indian and western wear under the brand. As per 
management, there is very large market for women wear which is mostly 
unorganized or non-branded and is growing at a faster pace. The company is 
targeting to grab market share in the space. There will be separate distribution 
for the women’s wear brand. The company has priced denim in the range of Rs 
1699-1999, Kurti in the range of Rs 399-1999 and dresses in the range of Rs 
1999-2499 and festive collections in the range of Rs 2599-5000.  

Organised Exhibition to showcase all brands under one roof 
The company had organized exhibition/tradeshow in Goa where it displayed all 
its brands under one roof.  The company displayed all its leading brands Killer, 
Integriti, LawmanPg3, Easies and recently acquired Desi Belle. This gave 
opportunity to the company to showcase all its brands and product categories 
under one roof to its distributors and channel partners. This also helped the 
channel partners in placing orders from wide collections for Autumn Winter 
season 2019.    

KKCL’s Goa exhibition 2019 
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Source: Company 

Focus on profitability and cash flows  
The company has track record of generating strong EBITDA margins of over 20% 
with robust cash flows. The company has discouraged discounts and SoR 
model. As per management, KKCL follows SoR only in case of few large format 
stores while in case of MBOs and franchisee EBOs, it has outright sale. This 
distribution model also helps company to generate robust cash flows and 
returns ratios. The company has been generating positive OCF, FCF with RoCE 
of over 20% in the last 5 years (FY14-18). 

RoCE & EBITDA Margins trend 

 
Source: Company, Capitaline 

Poised to resume sales trajectory with sustainable margin 
In FY14-18, KKCL’s sales grew at a CAGR of 5.9% driven by 3.9% CAGR in volume 
and 3.2% CAGR in average selling price (ASP) with EBITDA margins maintained 
at over 20%. The company has track record of generating strong cashflows with 
20% plus RoCE based on strong margin and lower working capital. The company 
is targeting to resume its growth trajectory based on sharpening segmentation 
of its brands, increasing its reach through expansion in new locations, wide 
distribution network and aggression in pricing on selective basis, etc. In 9M 
FY19, sales in value terms grew by 8.5% driven by 9.8% growth in volume and 
1.2% decline in ASP with EBITDA margins at 23%.  
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Sales volume and realization 

 
Source: Company 

Opportunity in fashion wear segment 
The organised apparel market in India is expected to grow at a CAGR of more 
than 13% over a 10-year period (Source, IBEF). The men’s casualwear market is 
expected to grow at a CAGR of 18% (2015-2022) and reach USD 12 bn by 2022 
(Source: Arvind Fashions, Feb 2019 PPT). The growth is driven by increasing 
preference towards brands, favorable demographics led by large young 
population, increasing urbanization, entry of international brands, etc. Globally, 
the fashion industry witnessed disproportionate growth once per capita GDP 
crosses over USD 2000 (as witnessed in case of China and Russia) (Source: 
Arvind Fashions, Feb 2019 PPT). India’s per capita GDP is inching closer to USD 
2000 and going by global trend, there is indication of positive future growth 
outlook for Indian fashion apparel industry. According to World Bank, urban 
population accounts for ~33 per cent of the total population of India and rising 
incomes have been a key determinant for increasing brand preference and 
results in upward push on demand. Increasing urbanization, growing middle 
class, and rise in per capita income is expected to support growth of branded 
players.  

Indian Apparel market  

 
Source: Arvind Fashions PPT 
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Company Background 
Kewal Kiran Clothing Limited (KKCL), founded in 1992, is one of the largest 
branded apparel manufacturers in India. The company designs, manufactures 
and markets branded denim wear and is also present in semiformal and casual 
wear. The company sells wide range of products such as jeans, shirts, trouser, 
T-shirts, shoes and other fashion accessories under brand name Killer, 
LawmanPg3, Integriti and Easies. 65% of KKCL’s revenue was contributed by 
jeans with Killer brand contributed 53% of total revenue in FY18. The company 
has strong sales and distribution network spread across 209 cities in 25 states.  
It also has over 100 distributors and has a strong retail presence through 325 
stores which includes, 204 K-lounge, 120 EBOs and 1 factory outlet. The 
company has its own retail stores under the brand name “K-Lounge” which sells 
company’s own brands and are operated through both own as well as franchisee 
route. The company is also present in international market with presence in 
geographies like Asia, Middle East, and CIS nations with exports contributing 5% 
of company’s sales in FY18.   

Outlook & Valuation 
Going forward, the company targets to maintain single digit growth rate in 
revenue with strong margin of over 20%. We believe that aggressive approach 
towards some of the brands and increase in geographical penetration may 
result in rise in working capital. At CMP, the stock is trading at PE of 20.6x based 
TTM EPS of Rs 64.6. We do not have any rating on the stock.     

Revenue trend PAT Trend  

   
Source: Company, Capitaline Source: Company, Capitaline 
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Disclosure/Disclaimer 
Kotak Securities Limited established in 1994, is a subsidiary of Kotak Mahindra Bank Limited. Kotak Securities is one of India's largest brokerage and distribution 
house.  
Kotak Securities Limited is a corporate trading and clearing member of BSE Limited (BSE), National Stock Exchange of India Limited (NSE), Metropolitan Stock 
Exchange of India Limited (MSE), National Commodity and Derivatives Exchange (NCDEX) and Multi Commodity Exchange (MCX). Our businesses include stock 
broking, services rendered in connection with distribution of primary market issues and financial products like mutual funds and fixed deposits, depository services 
and Portfolio Management.  
Kotak Securities Limited is also a depository participant with National Securities Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL). 
Kotak Securities Limited is also registered with Insurance Regulatory and Development Authority as Corporate Agent for Kotak Mahindra Old Mutual Life Insurance 
Limited and is also a Mutual Fund Advisor registered with Association of Mutual Funds in India (AMFI). We are registered as a Research Analyst under SEBI (Research 
Analyst) Regulations, 2014. 
We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years. 
However SEBI, Exchanges and Depositories have conducted the routine inspection and based on their observations have issued advise/warning/deficiency letters/ or 
levied minor penalty on KSL for certain operational deviations. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; 
nor has our certificate of registration been cancelled by SEBI at any point of time.  
We offer our research services to clients as well as our prospects. 
This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. 
Persons into whose possession this document may come are required to observe these restrictions. 
This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed as an 
offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of 
clients of Kotak Securities Ltd. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or 
needs of individual clients. 
We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness cannot be 
guaranteed. Neither Kotak Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The recipients of this 
material should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in this material may go up or 
down. Past performance is not a guide for future performance. Certain transactions -including those involving futures, options and other derivatives as well as non-
investment grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centers on studying charts of a stock's 
price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals. 
Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information 
discussed in this material, there may be regulatory, compliance or other reasons that prevent us from doing so. Prospective investors and others are cautioned that 
any forward-looking statements are not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may make 
investment decisions that are inconsistent with the recommendations expressed herein. 
Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been prepared by the Private 
Client Group.  
We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide may: (a) from time to time, have long or short 
positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn 
brokerage or other compensation or act as a market maker in the financial instruments of the subject company/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 
at the time of publication of Research Report or at the time of public appearance. Kotak Securities Limited (KSL) may have proprietary long/short position in the above 
mentioned scrip(s) and therefore may be considered as interested. The views provided herein are general in nature and does not consider risk appetite or investment 
objective of particular investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation 
to do business with KSL. Kotak Securities Limited is also a Portfolio Manager. Portfolio Management Team (PMS) takes its investment decisions independent of the 
PCG research and accordingly PMS may have positions contrary to the PCG research recommendation. Kotak Securities Limited does not provide any promise or 
assurance of favourable view for a particular industry or sector or business group in any manner. The investor is requested to take into consideration all the risk factors 
including their financial condition, suitability to risk return profile and take professional advice before investing. 
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies 
and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this 
report. 
No part of this material may be duplicated in any form and/or redistributed without Kotak Securities' prior written consent. 
Details of Associates are available on www.kotak.com 
1. “Note that the research analysts contributing to the research report may not be registered/qualified as research analysts with FINRA; and  
2. Such research analysts may not be associated persons of Kotak Mahindra Inc and therefore, may not be subject to NASD Rule 2711 restrictions on communications 

with a subject company, public appearances and trading securities held by a research analyst account 
Any U.S. recipients of the research who wish to effect transactions in any security covered by the report should do so with or through Kotak Mahindra Inc. (Member 
FINRA/SIPC) and (ii) any transactions in the securities covered by the research by U.S. recipients must be effected only through Kotak Mahindra Inc. (Member 
FINRA/SIPC)at 369 Lexington Avenue 28th Floor NY NY 10017 USA (Tel:+1 212-600-8850). 
Kotak Securities Limited and its non US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates 
to non US issuers, prior to or immediately following its publication. This material should not be construed as an offer to sell or the solicitation of an offer to buy any 
security in any jurisdiction where such an offer or solicitation would be illegal. This research report and its respective contents do not constitute an offer or invitation 
to purchase or subscribe for any securities or solicitation of any investments or investment services. Accordingly, any brokerage and investment services including 
the products and services described are not available to or intended for Canadian persons or US persons.” 
Research Analyst has served as an officer, director or employee of subject company(ies): No 
We or our associates may have received compensation from the subject company(ies) in the past 12 months.  
We or our associates have managed or co-managed public offering of securities for the subject company(ies) in the past 12 months: No 
We or our associates may have received compensation for investment banking or merchant banking or brokerage services from the subject company(ies) in the past 
12 months. We or our associates may have received any compensation for products or services other than investment banking or merchant banking or brokerage 
services from the subject company(ies) in the past 12 months. We or our associates may have received compensation or other benefits from the subject company(ies) 
or third party in connection with the research report. Our associates may have financial interest in the subject company(ies). 
Research Analyst or his/her relative's financial interest in the subject company(ies): No 
Kotak Securities Limited has financial interest in the subject company(ies) at the end of the month immediately preceding the date of publication of Research Report: 
No 
Nature of financial interest is holding of equity shares or derivatives of the subject company. 
Our associates may have actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of 
publication of Research Report. 
Research Analyst or his/her relatives has actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately 
preceding the date of publication of Research Report: No.  
Kotak Securities Limited has actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date 
of publication of Research Report: No  
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By referring to any particular sector, Kotak Securities Limited does not provide any promise or assurance of favourable view for a particular industry or sector or 
business group in any manner. The investor is requested to take into consideration all the risk factors including their financial condition, suitability to risk return profile 
and take professional advice before investing. Such representations are not indicative of future results. 
Subject company(ies) may have been client during twelve months preceding the date of distribution of the research report. 
"A graph of daily closing prices of securities is available at https://www.nseindia.com/ChartApp/install/charts/mainpage.jsp  
and http://economictimes.indiatimes.com/markets/stocks/stock-quotes. (Choose a company from the list on the browser and select the "three years" icon in the price 
chart)." 
Kotak Securities Limited. Registered Office: 27 BKC, C 27, G Block, Bandra Kurla Complex, Bandra (E), Mumbai 400051. CIN: U99999MH1994PLC134051, Telephone 
No.: +22 43360000, Fax No.: +22 67132430. Website: www.kotak.com/www.kotaksecurities.com. Correspondence Address: Infinity IT Park, Bldg. No 21, Opp. Film City 
Road, A K Vaidya Marg, Malad (East), Mumbai 400097. Telephone No: 42856825. SEBI Registration No: INZ000200137 (Member of NSE, BSE, MSE, MCX & NCDEX), 
AMFI ARN 0164, PMS INP000000258 and Research Analyst INH000000586. NSDL/CDSL: IN-DP-NSDL-23-97. Our research should not be considered as an 
advertisement or advice, professional or otherwise. The investor is requested to take into consideration all the risk factors including their financial condition, suitability 
to risk return profile and the like and take professional advice before investing. Investments in securities market are subject to market risks, read all the related 
documents carefully before investing. Derivatives are a sophisticated investment device. The investor is requested to take into consideration all the risk factors before 
actually trading in derivative contracts. Compliance Officer Details: Mr. Manoj Agarwal. Call: 022 - 4285 8484, or Email: ks.compliance@kotak.com.  
In case you require any clarification or have any concern, kindly write to us at below email ids: 
 Level 1: For Trading related queries, contact our customer service at 'service.securities@kotak.com' and for demat account related queries contact us at 

ks.demat@kotak.com or call us on: Toll free numbers 18002099191 / 1860 266 9191 
 Level 2: If you do not receive a satisfactory response at Level 1 within 3 working days, you may write to us at ks.escalation@kotak.com or call us on 022-42858445 

and if you feel you are still unheard, write to our customer service HOD at ks.servicehead@kotak.com or call us on 022-42858208. 
 Level 3: If you still have not received a satisfactory response at Level 2 within 3 working days, you may contact our Compliance Officer (Mr. Manoj Agarwal) at 

ks.compliance@kotak.com or call on 91- (022) 4285 8484. 
 Level 4: If you have not received a satisfactory response at Level 3 within 7 working days, you may also approach CEO (Mr. Kamlesh Rao) at ceo.ks@kotak.com or 

call on 91- (022) 4285 8301.  
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