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Rating: NR | CMP: Rs668 | TP: RsNA 

Restructuring to pay off in long term only 

We met the Mgt of Arvind Fashions to get a glimpse of corporate strategy as 

a branded player and improve profitability in coming years. FY20 is likely to 

be a year of consolidation with little focus on driving sales and more on 

balance sheet and cash flows. Unlimited will see store closures in North and 

AFL will exit 4 emerging brands. We believe that the strategy to focus on 

fewer brands and categories like Innerwear, Kids wear and Beauty augur well 

for growth in the coming years. We believe that tangible improvement in 

earnings would start reflecting from FY21 only given significant restructuring 

and change in business strategy of the company. NOT RATED  

 FY20 to be a year of consolidation: Arvind Fashion is focusing on 

improvement in balance sheet and moving away from slow moving brands. 

FY20 will have low growth due to 1) discontinuation of several brands 2) 

reduced sales to distributors with poor payment record and 3) store closures in 

UNLIMITED. It is looking at higher margins in Power brands, breakeven in 

specialty retail and lower working capital to improve cash flows and debt levels. 

 AFL identifies focus categories: AFL has identified Innerwear, Kids wear and 

Beauty as key focus category to drive growth in future. The focus on innerwear 

will be through US Polo while Tommy and Calvin Klein will remain niche 

brands. Kids wear will focus through US Polo Kids, Tommy Hilfiger, GAP and 

TCP (girls). Distribution will be driven by LFS while US Polo will also be pushed 

through MBO and EBO’s. Sephora (Beauty business) will grow, both in private 

labels and premium brands like Bobbi Brown, MAC, Steve madden etc.  

 US Polo and Arrow remain cornerstone of growth strategy: US Polo 

remains corner stone of power brands (60% of sales) with sales exceeding 

Rs10bn. US Polo has created a distinct niche in premium segment and will 

sustain growth across segments. Arrow remains a key brand in premium shirts, 

T Shirts and Trousers and will be able to sustain its position. Flying machine 

will retain focus on Denim and Tommy will retain its multi category focus 

 Specialty retail: Unlimited under pressure, Sephora to extend to tier2/3 

cities: Unlimited (Value retail format, 107 stores) is making losses due to 25% 

poor performing stores in north. It has private brands like Excalibur and  

Ruggers for Men while Cherokee and Karigiri are in ethnic women wear. It 

competes with Westside, Pantaloons, Max and FBB. AFL plans to close down 

loss making stores and focus on South India and Maharashtra (Excluding 

Mumbai) to achieve break even by FY20. GAP is turning around led by higher 

local sourcing, focus on SIS and LFS (EBO’s only for GAP kids). Sephora 

(Beauty segment) holds immense potential and success in tier2/3 cities will 

determine the growth trajectory in coming years.  

 Emerging brands: Plans to exit 4 brands, selective focus likely: AFL plans 

to exit from 4 brands with a view to focus on fewer brands. Except for Calvin 

Klein EBO expansion in all other brands have been stopped with focus on 

wholesale channel growth. Hanes is unlikely to see any renewed push from the 

company. 
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Key Financials - Consolidated 

Y/e Mar       2016 2017 2018 2019 

Sales (Rs. m) 26,780 33,360 42,189 46,439 

EBITDA (Rs. m) 1,210 1,570 2,293 2,881 

  Margin (%) 4.5 4.7 5.4 6.2 

PAT (Rs. m) (400) (190) 129 215 

EPS (Rs.) (3.5) (1.6) 1.1 1.9 

  Gr. (%) NA NA NA 66.3 

DPS (Rs.) - - - - 

   Yield (%) - - - - 

RoE (%) - - 1.4 1.8 

RoCE (%) 2.3 3.2 4.8 6.7 

EV/Sales (x) 1.5 1.2 1.1 1.0 

EV/EBITDA (x) 33.8 25.6 20.0 16.1 

PE (x) - - 599.0 360.3 

P/BV (x) 22.6 11.1 6.7 6.3 

Key Data ARVF.BO | ARVINDFA IN 

52-W High / Low Rs. 1,090 /  Rs. 591 

Sensex / Nifty  38,557 / 11,499 

Market Cap Rs.39.1 bn/ $ 572 m 

Shares Outstanding 115.85 m 

3M Avg. Daily Value Rs.66.5 m 

Shareholding Pattern (%) 

Promoter’s 36.00   

Foreign 18.01   

Domestic Institution 13.09   

Public & Others 32.90  

Promoter Pledge (Rs bn) 0.56   

Stock Performance (%) 

 1M 6M 12M 

Absolute (12.6) NA NA 

Relative (8.7) NA NA 
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 Slow growth of 1.5% in 4Q, FY19 growth at 10.1% 

Y/e March (Rsmn) 3Q18 4Q18 3Q19 4Q19 FY18 FY19 

Revenues 10,739 11,513 12,590 11,690 42,189 46,439 

    YoY Change (%)     17.2 1.5   10.1 

Gross Profit  5,857 5,855 6,186 6,225 22,400 23,551 

Gross margin % 54.5 50.9 49.1 53.2 53.1 50.7 

Other Expenses 5,181 5,102 5,360 5,373 20,106 20,670 

% of Sales 48.2 44.3 42.6 46.0 47.7 44.5 

EBITDA 675 753 827 852 2,294 2,881 

   Growth %     22.4 13.2   25.6% 

    Margins (%) 6.3 6.5 6.6 7.3 5.4 6.2 

Depreciation 382 362 344 441 1,389 1,532 

Interest 231 204 346 350 913 1,262 

Other Income 19 82 13 0 124 41 

PBT 81 268 150 61 116 129 

Tax 39 33 66 -152 -14 -86 

    Rate (%) 48.0 12.4 44.1 -249.8 -11.7 -66.8 

Adjusted PAT 42 235 84 213 129 215 

    YoY Change (%)     98.3 -9.2   66.3% 

Exceptional 0 0 0 0 0 0 

Reported PAT 42 235 84 213 129 215 

 Source: Company, PL 

 Segment wise break up 

Segment Brands 
Revenue 

Contribution 
EBITDA Margin % 

Power Brands  US Polo, Arrow, Flying Machine, Tommy Hilfiger 60.2% 12.3% 

Emerging Brands 
Calvin Klein, Aeropostale, Nautica, Hanes, Gant, Ed Hardy, 
Izod, The Children’s Place, Elle 

23.9% -4.5% 

Speciality Retail 
1. Unlimited (Cherokee, Colt, Karigari, Sugr, Excalibur & Bronz)  
2. GAP (Athleta, Banana Republic, GAP, Old Navy, Piperlime) 
3. Sephora 

15.9% -3.9% 

Source: Company, PL 

 FY19 Performance Snapshot 

 

Source: Company, PL 



 Arvind Fashions 

 July 11, 2019 3 

 Power brands have 12.3% margins, Specialty retail and Emerging brands in loss 

 

Source: Company, PL 

 AFL is undertaking extensive store restructuring 

 

Source: Company, PL 
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 AFL to focus on 4 Power brands and a few emerging brands 

 

Source: Company, PL 

 AFL has identified three focus segments 

 

Source: Company, PL 
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Analyst Coverage Universe 

Sr. No. Company Name Rating TP (Rs) Share Price (Rs) 

1 Asian Paints Accumulate 1,433 1,360 

2 Avenue Supermarts HOLD 1,338 1,433 

3 Britannia Industries Accumulate 3,145 2,841 

4 Colgate Palmolive Hold 1,220 1,152 

5 Crompton Greaves Consumer Electricals BUY 284 234 

6 Dabur India Hold 430 403 

7 Emami Accumulate 475 308 

8 Future Retail BUY 554 471 

9 GlaxoSmithKline Consumer Healthcare Hold 7,744 7,805 

10 Hindustan Unilever Hold 1,753 1,794 

11 ITC  BUY 369 278 

12 Jubilant FoodWorks BUY 1,541 1,259 

13 Kansai Nerolac Paints Accumulate 464 442 

14 Marico  Hold 351 374 

15 Nestle India Accumulate 10,656 11,884 

16 Pidilite Industries Accumulate 1,184 1,227 

17 Titan Company BUY 1,267 1,290 

18 Voltas  Accumulate 584 635 

 

PL’s Recommendation Nomenclature (Absolute Performance) 

Buy  : >15% 

Accumulate : 5% to 15% 

Hold : +5% to -5% 

Reduce : -5% to -15% 

Sell : < -15% 

Not Rated (NR) : No specific call on the stock 

Under Review (UR) : Rating likely to change shortly 
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 ANALYST CERTIFICATION 

(Indian Clients) 

We/I, Mr. Amnish Aggarwal- MBA, CFA, Mr. Darsh Gada- MBA  Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in 
this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our 
compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. 

(US Clients) 

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately 
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific 
recommendation or views expressed in this research report. 

DISCLAIMER 

Indian Clients 

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for 
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking, 
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com. 

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported 
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness 
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made 
available or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or 
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions 
of securities of companies referred to in this report and they may have used the research material prior to publication. 

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document. 

PL is in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014 

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities. 

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.  

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month 
immediately preceding the date of publication of the research report.  

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report. 

PL or its associates might have received compensation from the subject company in the past twelve months. 

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any 
other assignment in the past twelve months.    

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months. 

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject 
company in the past twelve months 

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report. 

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or 
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest 
at the time of publication of this report. 

It is confirmed that  Mr. Amnish Aggarwal- MBA, CFA, Mr. Darsh Gada- MBA   Research Analysts of this report have not received any compensation from the companies mentioned 
in the report in the preceding twelve months 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

The Research analysts 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. 

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity 
for the subject company 

Our sales people, 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, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed 
herein. In reviewing these materials, you should be aware that any or all o the foregoing, among other things, may give rise to real or potential conflicts of interest.  

PL and its associates, their directors and employees may  (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company 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 or act as an 
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. 

US Clients 

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) 
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are 
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or 
regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account. 

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major 
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted 
onward to any U.S. person, which is not the Major Institutional Investor.  

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major 
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").  

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer. 

Prabhudas Lilladher Pvt. Ltd. 
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209 

www.plindia.com | Bloomberg Research Page: PRLD <GO> 
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