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Current Previous
FY22E FY23E FY22E FY23E
Rating ACCUMULATE ACCUMULATE
Target Price 384 333
Sales (Rs. m) 15,032 18,047 16,444 19,193
% Chng. (8.6) (6.0)
EBITDA (Rs. m) 2,556 3,573 2,804 3,551
% Chng. (8.9) 0.6
EPS (Rs.) 7.9 13.7 8.8 13.3
% Chng. (10.4) 3.0
Key Financials - Consolidated
Y/e Mar FY20 FY21E FY22E FY23E
Sales (Rs. m) 17,183 6,406 15,032 18,047
EBITDA (Rs. m) 2,913  (844) 2,556 3,573
Margin (%) 17.0 (13.2) 17.0 19.8
PAT (Rs. m) 1,602 (1,291) 1,119 1,937
EPS (Rs.) 113 (9.1) 7.9 13.7
Gr. (%) 10.3 NA NA 73.1
DPS (Rs.) 3.2 3.0 3.0
Yield (%) 0.9 0.9 0.9
RoE (%) 18.6 NA 20.3 27.6
RoCE (%) 32.3 NA 231 36.1
EV/Sales (x) 2.9 7.5 353 2.7
EV/EBITDA (x) 17.1 NA 19.4 13.5
PE (x) 29.7 NA 42.6 24.6
P/BV (x) 7.8 9.9 8.6 6.8
Key Data VIPI.BO | VIP IN

52-W High / Low
Sensex / Nifty

Rs.520/ Rs.188
44,077 / 12,926

Market Cap Rs.48bn/ $ 643m
Shares Outstanding 141m
3M Avg. Daily Value Rs.379.52m
Shareholding Pattern (%)

Promoter’s 53.46
Foreign 2.48
Domestic Institution 15.64
Public & Others 28.42
Promoter Pledge (Rs bn) -
Stock Performance (%)

iM 6M 12M

Absolute 21.1 55.3 (21.8)
Relative 11.8 8.1 (28.4)
Jinesh Joshi

jineshjoshi@plindia.com | 91-22-66322238

V.L.P. Industries (VIP IN)

Rating: ACCUMULATE | CMP: Rs337 | TP: Rs384

Recovery in sight; cost reduction to aid profits

In a group call we hosted recently, management of VIP Industries highlighted
1) timeline of ~12-18 months for sales to revert to pre-COVID levels 2) plans
to reduce cost by ~1.8bn in FY21E (~50% of the reduction is expected to be
sustainable in nature) and 3) pressure on GM in FY21 (replica of 1HFY21)
given higher discounts and reduction in share of Bangladesh operations.
Amid indications of slightly back-ended recovery we cut our sales estimates
by 5%/9%/6% for FY21/FY22/FY23 respectively. While we expect EBITDA loss
to widen in FY21E to Rs844mn (Rs719mn earlier) and cut our FY22E EBITDA
estimates by 9% due to realignment in our sales/GM estimates, our FY23E
EBITDA estimates are broadly intact as we expect 280 bps margin expansion
over 3 years because of permanent reset in cost base. We believe early signs
of green-shoots are evident given 1) 34% MoM rise in domestic passenger
traffic in October with daily departures at ~51-52% of pre-COVID capacity and
2) gradual unlocking of the economy. Consequently, we raise our target P/E
multiple to 28x (earlier 25x; 5/10 years average at 29x/28x respectively) and
increase our TP to Rs384 (Rs333 earlier). Retain ACCUMULATE.

Full recovery to take ~12-18 months: Sales for Oct month were ~50% of pre-
COVID levels. While there has been sequential recovery (corresponding sales
figure stood at ~7% and ~25% of pre-COVID levels in 1QFY21 and 2QFY21
respectively) sustainability is difficult to predict given the uncertain environment.
Management highlighted that it would take ~12-18 months for sales to claw-back to
pre-COVID levels.

GM to be at 52.8% by FY23E: In 1HFY21, GM stood at 40.5% (53.1% in FY20)
due to 1) higher discounts and 2) reduction in share of Bangladesh operations. We
expect similar trend to prevail in 2HFY21 given higher channel inventory (results in
discounting) and gradual recovery in Bangladesh operations (demand environment
is sluggish).

Cost reduction program to result in operating leverage benefit: Management
is targeting cost savings of ~Rs1.8bn in FY21E (fixed cost has been brought down
from Rs400mn per month to Rs240mn per month). We expect EBITDA margin
expansion of 280 bps over 3 years due to permanent reset in cost base (operating
leverage to play out once sales revert to pre-COVID levels).

Group call highlights: 1) Borrowed money has not been utilized and the BS has
net cash of ~Rs300mn 2) Hard Luggage (HL) is growing at a faster pace than Soft
Luggage (SL). Presently, HL margins are slightly better. VIP is exploring options to
produce HL in Bangladesh 3) CSD contribution is ~20% and the share can rise as
going ahead products produced in India only will be sold via the channel
(Atmanirbhar campaign) 4) Caprese clocked ~Rsl.4bn in sales during FYZ20.
Backpacks & Handbags contributed ~22% to the top-line in FY20. Contribution can
be easily above 25%+ levels in the next 3 years 5) There is an import duty
advantage (~16-20%) which lowers the cost of production in Bangladesh 6) On a
steady state basis, e-com’s contribution in channel mix can be ~20%. 7) Out of 250
EBOs, 100 are shut accounting ~10% of sales. Cost reduction from closure of EBOs
is ~Rs200mn 8) Exposure to Big Bazaar is Rs350mn odd and management exuded
confidence that recovery will happen soon.
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V.I.P. Industries

Exhibit 1: Cut in rent & manpower; store closures led to cost rationalization

Particulars (Rs mn) 20Q0FY21 2QFY20 YoYgr. 1QFY21 QoQagr.
Job work charges 8 50 -84.0% 3 166.7%
Electricity, Power & Fuel 19 47 -59.6% 12 58.3%
Rent 22 19 15.8% 9 144.4%
Repairs 23 27 -14.8% 20 15.0%
Insurance 9 13 -30.8% 10 -10.0%
Rates & Taxes 4 11 -63.6% 100.0%
Travelling expenses 50 -88.0% 200.0%
Payment to auditors 1 1 0.0% 1 0.0%
Professional Fees 15 17 -11.8% 10 50.0%
Communication expenses 5 9 -44.4% 4 25.0%
A&P spends 41 230 -82.2% 31 32.3%
Freight, Handling & Octroi 81 227 -64.3% 37 118.9%
Provisions 0 -2 NM 86 -100.0%
Human resource procurement 55 150 -63.3% 76 -27.6%
Miscellaneous expenses 32 95 -66.3% 33 -3.0%
Total 321 944 -66.0% 336 -4.5%
Source: Company, PL

Exhibit 2: Sales & profitability profile of Bangladesh operations

:’;:m‘“s 1019 2019 3Q19 4Q19 1Q'20 20'20 3Q20* 4Q20 1Q21 2Q21 FY17 FY18 FY19 FY20 FY21E FY22E FY23E

Sales 252 259 389 392 430 513 657 720 - 182 490 570 1,292 2,320 696 2,506 3,007

PAT 40 27 61 47 40 57 83 160  (103) (24) 83 95 175 340 3 401 481

PAT margin 15.9% 104% 157% 120% 9.3% 11.1% 126% 22.2% NM NM 16.9% 16.7% 13.5% 14.7% 0.5% 16.0% 16.0%

Bangladeshs salesa 4 g0 649  9.0% 9.0% 7.6% 124% 152% 23.1%  NM| 17.0% 3.9% 40% 7.2% 135% 103% 152% 167%

% of total sales

Standalone PAT# 599 310 196 184 860 302 266 NM  (417)  (223) 764 1,186 1,288 887

;?faa[’gcl.’rf’o”ep AT 11e% 7% 45%  42% 152% 7.3% 61%  NM NM NM  61% 84% 7.% 52%

Source: Company, PL  # PAT for 1QFY20 is adjusted for exceptional loss of Rs485.0 mn

* Figures for 3QFY20 were not shared

Exhibit 3: Gross & EBITDA margin trends are volatile due to fluctuation in currency & raw material prices

Particulars 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20* 2QFY20* 3QFY20* 4QFY20* 1QFY21* 2QFY21*
Gross margin 455%  482%  51.0% 546% 503% 508% 47.7%  47.5% 50.4% 53.3% 53.3% 57.6% 42.3% 38.7%
EBITDA margin 153% 11.8% 122% 150% 18.6%  12.7% 8.8% 9.1% 19.2% 12.1% 11.7% 4.7% NM NM
Source: Company, PL *Ind-AS adjusted EBITDA margin
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V.I.P. Industries

Financials
Income Statement (Rs m) Balance Sheet Abstract (Rs m)
Y/e Mar FY20 FY21E FY22E FY23E Y/e Mar FY20 FY21E FY22E FY23E
Net Revenues 17,183 6,406 15,032 18,047 Non-Current Assets
YoY gr. (%) (3.7) (62.7) 134.6 20.1
Cost of Goods Sold 8,059 3,783 7,396 8,518 Gross Block 4,332 4,164 4,673 5,182
Gross Profit 9,124 2,623 7,637 9,529 Tangibles 4,253 4,076 4,576 5,076
Margin (%) 53.1 41.0 50.8 52.8 Intangibles 79 88 97 106
Employee Cost 2,105 1,364 1,849 2,166
Other Expenses 4,106 2,103 3,232 3,790 Acc: Dep / Amortization 693 1,491 2,302 3,169
Tangibles 653 1,435 2,230 3,079
EBITDA 2,913 (844) 2,556 3,573 Intangibles 40 56 72 89
YoY gr. (%) 29.6 NA NA 39.8
Margin (%) 17.0 NA 17.0 19.8 Net fixed assets 3,640 2,673 2,371 2,013
Tangibles 3,601 2,641 2,345 1,997
Depreciation and Amortization 839 798 812 866 Intangibles 39 32 25 17
EBIT 2,074 (1,642) 1,744 2,707 Capital Work In Progress 28 25 25 25
Margin (%) 12.1 NA 11.6 15.0 Goodwill - - - -
Non-Current Investments 223 199 233 242
Net Interest 230 329 413 208 Net Deferred tax assets 67 301 301 301
Other Income 125 296 165 180 Other Non-Current Assets 87 83 90 90
Profit Before Tax 1,484 (1,675) 1,496 2,590 Current Assets
Margin (%) 8.6 NA 9.9 14.4 Investments 404 1,096 1,096 1,096
Inventories 4,514 2,106 4,118 4,944
Total Tax 367 (384) 377 653 Trade receivables 2,674 1,141 2,389 2,818
Effective tax rate (%) 24.7 22.9 25.2 25.2 Cash & Bank Balance 108 2,053 883 443
Other Current Assets 505 513 601 722
Profit after tax 1,117 (1,291) 1,119 1,937 Total Assets 12,447 10,312 12,249 12,810
Minority interest - - - -
Share Profit from Associate - - - - Equity
Equity Share Capital 283 283 283 283
Adjusted PAT 1,602  (1,291) 1,119 1,937 Other Equity 5,819 4,530 5,225 6,738
YoY gr. (%) 10.3 NA NA 73.1 Total Networth 6,101 4,813 5,507 7,021
Margin (%) 9.3 NA 7.4 10.7
Extra Ord. Income / (Exp) (485) - R R Non-Current Liabilities
Long Term borrowings 1,799 3,013 3,013 2,013
Reported PAT 1,117 (1,291) 1,119 1,937 Provisions 125 128 135 144
YoY gr. (%) (23.1) NA NA 73.1 Other non current liabilities 1 1 2 2
Margin (%) 6.5 (20.1) 7.4 10.7
Current Liabilities
Other Comprehensive Income 20 2 - - ST Debt / Current of LT Debt 895 849 849 299
Total Comprehensive Income 1,137 (1,289) 1,119 1,937 Trade payables 2,920 965 2,265 2,571
Equity Shares O/s (m) 141 141 141 141 Other current liabilities 571 510 440 717
EPS (Rs) 11.3 9.1) 7.9 13.7 Total Equity & Liabilities 12,447 10,312 12,249 12,810
Source: Company Data, PL Research Source: Company Data, PL Research
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Cash Flow (Rs m)

Key Financial Metrics

Y/e Mar FY20 FY21E FY22E FY23E Y/e Mar FY20 FY21E FY22E FY23E
PBT 1,484 (1,675) 1,496 2,590 Per Share(Rs)
Add. Depreciation 839 798 812 866 EPS 113 (9.1) 7.9 13.7
Add. Interest 230 329 413 298 CEPS 17.3 (3.5) 13.7 19.8
Less Financial Other Income 125 296 165 180 BVPS 43.2 34.1 39.0 49.7
Add. Other 233 - - - FCF 17.5 9.5 (2.3 12.9
Op. profit before WC changes 2,785 (548) 2,721 3,754 DPS 3.2 - 3.0 3.0
Net Changes-WC 539 1,954  (2,167) (778) Return Ratio(%)
Direct tax (404) 234 (377) (653) RoCE 32.3 NA 23.1 36.1
Net cash from Op. activities 2,921 1,640 177 2,323 ROIC 23.4 NA 20.9 27.9
Capital expenditures (443) (300) (500) (500) RoE 18.6 NA 20.3 27.6
Interest / Dividend Income 2 - - - Balance Sheet
Others (410) (233) (10) 9 Net Debt : Equity (x) 0.4 0.1 0.3 0.1
Net Cash from Invt. activities (851) (533) (510) (491) Net Working Capital (Days) 91 130 103 105
Issue of share cap. / premium - - N - Valuation(x)
Debt changes (540) 1,717 - (1,550) PER 29.7 NA 42.6 24.6
Dividend paid (861) - (424) (424) P/B 7.8 9.9 8.6 6.8
Interest paid 27) (329) (413) (298) P/CEPS 195 NA 24.7 17.0
Others (682) (548) - - EV/EBITDA 17.1 NA 19.4 13.5
Net cash from Fin. activities (2,109) 839 837) (2,272) EV/Sales 2.9 7.5 3.3 2.7
Net change in cash (40) 1,946  (1,170) (440) Dividend Yield (%) 0.9 - 0.9 0.9
Free Cash Flow 2,468 1,340 (323) 1,823 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m)
Y/e Mar Q3FY20 Q4FY20 QI1FY21 Q2FY21
Net Revenue 4,324 3,113 403 1,028

YoY gr. (%) 0.5 (28.4) (92.9) (75.1)
Raw Material Expenses 2,018 1,321 233 630
Gross Profit 2,306 1,793 170 398

Margin (%) 53.3 57.6 423 38.7
EBITDA 680 319 (554) (221)

YoY gr. (%) 80.3 (19.4) NA NA

Margin (%) 15.7 10.2 NA NA
Depreciation / Depletion 217 218 231 186
EBIT 463 101 (785) (408)

Margin (%) 10.7 3.2 NA NA
Net Interest 56 51 65 78
Other Income 18 55 177 51
Profit before Tax 425 105 (674) (435)

Margin (%) 9.8 34 NA NA
Total Tax 83 9 (161) (81)

Effective tax rate (%) 19.5 8.9 23.8 18.6
Profit after Tax 342 95 (513) (354)
Minority interest - - - -
Share Profit from Associates - - - -
Adjusted PAT 342 95 (513) (354)

YoY gr. (%) 436 (62.3) NA NA

Margin (%) 7.9 3.1 NA NA
Extra Ord. Income / (Exp) - - - -
Reported PAT 342 95 (513) (354)

YoY gr. (%) 436 (62.3) NA NA
Margin (%) 7.9 3.1 NA NA
Other Comprehensive Income 2) 20 14 (11)
Total Comprehensive Income 340 116 (500) (365)
Avg. Shares O/s (m) 141 141 141 141
EPS (Rs) 2.4 0.7 (3.6) (2.5)
Source: Company Data, PL Research
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Price Chart Recommendation History

R No. Date Rating TP (Rs.) Share Price (Rs.)
650 1 10-Nov-20  Accumulate 333 292
o 2 09-Oct-20  Hold 288 291
3 06-Aug-20 Hold 240 262
20 4 08-Jul-20  Hold 255 258
314 5 27-May-20 Hold 229 215
6 16-Apr-20  Hold 334 241
o S 3 £ 3’. g Q Q 7 25-Feb-20 Hold 472 451
g g g § é g é 8 12-Feb-20 Hold 472 486
9 03-Jan-20 BUY 501 440
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 DishTVinda  NR .74
2 Entertainment Network (India) Accumulate 185 146
3 Indian Railway Catering and Tourism Corporation BUY 1,629 1,380
4 Inox Leisure BUY 322 267
5 Music Broadcast Hold 20 21
6 Navneet Education Accumulate 93 79
7 PVR Accumulate 1,435 1,255
8 S Chand and Company BUY 86 65
9 V.I.P. Industries Accumulate 333 292
PL’s Recommendation Nomenclature (Absolute Performance)
Buy o > 15%
Accumulate : 5% to 15%
Hold : +5% to -5%
Reduce : -5% to -15%
Sell T <-15%
Not Rated (NR) : No specific call on the stock
Under Review (UR) : Rating likely to change shortly
November 24, 2020 5
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Jinesh Joshi- MS(Finance) and CFA Research Analysts, authors and the names subscribed to 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. Jinesh Joshi- MS(Finance) and CFA 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 of 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
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