Titan Company Ltd. C‘) DALAL & BROACHA

Q4FY23 Result Update | Retail eEquity Research Desk

Strong performance continues May 4, 2023
Rating TP (Rs) Up/Dn (%)
ACCUMULATE 3,065 15

Titan posted stable set of numbers with strong revenue
growth but miss on EBIT margins. Management maintains Market data

revenue guidance of 19-20% with EBIT margin of 12-13% in Current price Rs 2,654
Jewellery business. Market Cap (Rs.Bn) (Rs Bn) 2,356
Market Cap (US$ Mn) (US$ Mn) 28,773
Face Value Rs 1
Revenue at %1,03,600 Mn vs %77,960 Mn (+33% YoY) vs 52Weeks H_‘gh/LOW Rs  2,791/1,825
21,16,090 Mn (-11% QoQ) || || Revenue excluding bullion sales :;:ré‘gz Daily Volume (000) 5007]4]‘:
ode
at 210,550 Mn vs 540 Mn (+20% YoY) Bloomberg TTANN
EBITDA at 210,890 Mn vs %7,940 Mn (+37% YoY) vs ¥13,47(Q  Source:Bloomberg
Mn (-19% QoQ)
EBITDA Margin at 10.51% vs 10.18% (YoY) vs 11.6% (QoQ) One Year Performance
Adj PAT at 27,300 Mn vs %5,640 Mn (+40% YoY) vs 39,130 Mn 130 1
(-20% QoQ) 1209
110 A
EPS at 8.2 vs %6.3 (YoY) vs 10.2 (QoQ) 100 |
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Jewellery: (87% of Income) 70 . . . .
Revenues grew by 33.3% YoY to Rs 91,200 mn, May-22 Aug-22  Oct22  Jan-23  Apr-23
Titan Co Ltd Nifty Index

EBIT margins 11.01% vs 11.21% YoY and 11.9% QoQ
Stores +31 in Q4FY23 || Total 763
Watches (8.4% of Income)

Source: Bloomberg

% Shareholding Mar-23 Dec-22

Promoters 52.90 52.90
Revenues grew by 41.3 % YoY to Rs 8,830 mn Public 47.10 47.10
EBIT margins 12 % v/s -5.6 % YoY and 10.11% QoQ Total 100 100
Stores (fasttrack+WOT+Helios) +52 in Q4FY23 || Total S°U°*BSE
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EyeWear (1.6% of Income)
Revenue grew by 23.1% YoY to Rs 1,650 mn,

EBIT margins 1.21% v/s-5.22% YoY and 18.39% QoQ
Total 896 stores

Others (3% of Income)
Revenue grew by 13% YoY to Rs 3,060 mn

Kunal Bhatia

Financial Summary +91 22 67141442
Y/E Mar (Rs mn) Fy21 FY22 FY23 FY24E FY25E kunal.bhatia@dalal-broacha.com
Net sales 216,450 287,990 405,750 487,694 583,425
EBIDTA 17,250 33,410 48,790 59,368 72,436 Harsh K Shah
Margins (%) 8.0 11.6 12.0 12.2 12.4 +91 22 67141496
Adjusted net profit 9,740 22,270 32,500 40,030 49,606 harsh.shah@dalal-broacha.com
EPS (Rs) 10.9 25.0 36.5 45.0 55.7
P/E () 2425 106.1 72.7 59.0 47.6
EV/IEBITDA (X) 135.8 70.7 48.5 39.7 325
RoCE (%) 15.1 26.3 27.9 29.0 30.1
ROE (%) 13.0 23.9 27.4 27.3 27.4

Source: Company
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Titan Company Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

Conference Call Highlights

A. Jewellery Division (87% of revenue) :
Changes in franchisee agreement to have minimum impact
on Titan’s margins as well as franchisee operators
profitability
The original structure in place was 15 years old which is

now been altered and going forward the product mix will
decide the profitability to the franchisee

Reduction in mark up on Gold
Titan does not follow One nation One price policy on gold
and prices are fixed as per regional competition
19% LFL aided by 10 to 11% buyer growth (aim to maintain
double digit LFL growth)
Overall buyer growth was 16%
New : Repeat customers contribution to sales at 50:50
31 stores added across Tanishqg, Mia, Zoya in the quarter.
Aim to add 100 stores in next 2/3 years in top 20 cities
EBIT margins to sustain in the range of 12.5% to 13%
Gold exchange 30-33% contribution from non Tanishqg and 9
to 10% from Tanishqg customers

Wedding jewellery contribution to sales was down by 100 bps
(19%) for the full year. Target is to increase beyond 20% going
forward with focus on select markets. Expect a good season
in FY24

Bullion sales was higher (~10.55 bn) on account of higher
import of gold from UAE in the last 4 months. This was done
to take advantage of lower custom duties on imports from
UAE under the trade agreement. Bullion sales ensured better
capital efficiency

Mia recorded Rs ~7 bn in revenue and aims to double it in
FY24

B. Watches & Wearables Division (8.4% of revenue)
EBIT margins should sustain in the range of 12 to 13%

Wearables segment achieved a product sales milestone of
Imillion+smart watches sold for FY23.

Premium brands continued their strong performance with
brand Titan and brands in Helios stores, both achieving
sizeable double-digit growths.

Wearables contributed 10% for FY23. Wearables margins as of
now are lower than traditional watches
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C. Eyewear (1.6% of income)
The dip in margins was mainly due to certain onetime
expenses such as the 8 crs payments to franchisee partners,
revamping of the inventory at the franchisee operator level
and 22 stores were shut down so the entire impact was taken
in this quarter.
Expect the EBIT margins to be in Mid-teens going forward

April’23 recorded the best month in their history in terms of
eyewear sales.

Valuation & Outlook

Management maintains revenue guidance of 19-20% with EBIT
margin of 12-13% in jewellery business. There could be near term
head winds in terms of demand due to volatile gold prices.
However management is confident of a similar growth trajectory
going forward aided by focus on wedding jewellery and
continuing the strong store openings. We believe the margins
should improve going forward especially in other business on
account of the efforts taken.

Considering only ~7% market share in Jewellery segment (market
size of ~4 lac crores) the runway for growth for Titan is massive
and it should reach double digits in the next 5 years. As the
economy expands and the GDP per capita rises the discretionary
spends are bound to increase and Titan is well placed to take
advantage of it. It has an excellent track record which surpasses
its peers and based on the opportunities ahead, the premium
valuation is justified in our opinion.

Valuations @ Rs 2,654: 59x FY24E EPS of Rs.45 and 48x FY25E
EPS of Rs.56, we maintain ACCUMULATE on the stock for a
target price of Rs.3,065 valuing the company at 55x FY25E
EPS of Rs.56.
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Titan Company Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

Quarterly Financials

YoY QoQ
Particulars (Rs Mns) Q4FY23 Q4FY22 Growth (%) Q3FY23 Growth (%)
Sale of products/services 92,150 72,670 26.8 111,670 (17.5)
Other operating revenues 11,450 5,290 116.4 4,420 159.0
Total Operating Revenues 103,600 77,960 329 116,090 (10.8)
Otherincome 1,140 760 50.0 890 28.1
Total Income 104,740 78,720 33.1 116,980 (10.5)
Total RM Cost 78,470 58,270 347 88,400 (11.2)
RMto Op Revenue 75.74% 74.74% 76.15%
Employee benefits expense 4,570 3,950 15.7 4,110 11.2
Advertising 2,510 1,980 26.8 2,730 (8.1)
Ad Spends to OP Revenue 2.42% 2.54% 2.35%
Other expenses 7,160 5,820 23.0 7,380 (3.0)
O. Exps to Op Revenue 6.91% 7.47% 6.36%
EBITDA (exc. Ol) 10,890 7,940 37.2 13,470 (19.2)
EBITDA Margin 10.51% 10.18% 11.60%
Depreciation 1,190 1,020 16.7 1,130 5.3
PBIT 10,840 7,680 41.1 13,230 (18.1)
Interest 960 610 57.4 790 215
PBT 9,880 7,070 39.7 12,440 (20.6)
Total Tax 2,520 1,260 100.0 3,320 (24.1)
Tax Rate 25.5% 17.8% 26.7%
PAT 7,360 5,270 39.7 9,130 (19.4)
Exceptional item 540
Share of profit from JV/ Associate - 10
Minority Interest 170 (100.0) 90 (200.0)
Adjusted PAT 7,300 5,640 294 9,040 (19.2)
NPM 6.97% 7.16% 7.73%
Equity 890 890 890
FV 1 1 1
EPS 8.2 6.3 294 10.2 (19.2)
Segmental Revenues
Watches 8,830 6,250 41.3 8,110 8.9
% to Operating Income 8.5% 7.9% 6.9%
Jewllery 91,200 68,430 33.3 104,460 12.7)
% to Operating Income 88.0% 86.9% 89.3%
Eyeware 1,650 1,340 231 1,740 (5.2)
% to Operating Income 1.6% 1.7% 1.5%
Others 2,510 2,290 9.6 2,140 17.3
% to Operating Income 2.4% 2.9% 1.8%
Corporate (unallocated) 550 410 34.1 530 3.8
% to Operating Income 0.5% 0.5% 0.5%
Total 104,740 78,720 33.1 116,980 (10.5)
PBIT Margins:
Watches 12.00% -5.60% 10.11%
Jewellery 11.01% 11.21% 11.90%
Eyeware 1.21% -5.22% 18.39%
Others -5.58% 0.87% -7.48%
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Titan Company Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

Financials
P&L (Rs mn) Fr21 Fy22 Fy23 FY24E FY25E
Net Sales 2,16,450 2,87,990 4,05,750 4,87,694 5,83,425
Operating Expenses (1,64,140) (2,16,410) (3,03,550) (3,64,795) (4,34,652)
Employee Cost (10,650) (13,490) (16,470) (19,764) (23,717)
Other Expenses (24,410) (24,680) (36,940) (43,766) (52,621)
Operating Profit 17,250 33,410 48,790 59,368 72,436
Depreciation (3,750) (3,990) (4,410) (5,062) (5,715)
PBIT 13,500 29,420 44,380 54,306 66,721
Other income 1,860 2,340 3,080 2,702 3,068
Interest (2,030) (2,180) (3,000) (3,275) (3,497)
PBT 13,330 29,580 44,460 53,733 66,292
Profit before tax (post
exceptional) 13,330 29,580 44,460 53,733 66,292
Provision for tax (3,530) (7,060) (11,730) (13,525) (16,686)
Reported PAT 9,800 22,520 32,730 40,208 49,606
M (20) (250) (240) (168) (118)
Net Profit 9,790 22,270 32,490 40,040 49,489
Adjusted Profit
(excl Exceptionals) 9,740 22,270 32,500 40,030 49,606
" Balance Sheet Fy21 FY22 Fy23 FY24E FY25E
Equity capital 890 890 890 890 890
Reserves 74,080 92,140 1,17,620 1,45,641 1,80,248
Net worth 74,970 93,030 1,18,510 1,46,531 1,81,138
M 50 300 530 698 816
Non Current Liabilites 12,350 13,490 18,550 18,742 18,949
Current Liabilites 77,150 1,05,120 1,32,640 1,50,562 1,70,979
TOTAL LIABILITIES 1,64,520 2,11,940 2,70,230 3,16,533 3,71,882
Non Current Assets 32,550 37,400 46,144 50,094 55,733
Fixed Assets 24,320 25,060 30,174 34,174 38,174
Goodwill 1,230 1,230 1,230 1,230 1,230
Non Current Investments 190 2,790 3,510 3,510 3,510
Deferred Tax Asset 1,050 1,870 1,580 1,580 1,580
Long Term Loans and
Advances 430 420 540 621 714
Other Non Current Assets 5,330 6,030 9,110 8,979 10,525
Current Assets 1,31,970 1,74,540 2,24,086 2,66,439 3,16,149
Currentinvestments 28,050 150 21,640 21,640 21,640
Inventories 84,080 1,36,090 1,65,840 1,99,300 2,37,466
Trade Receivables 3,660 5,650 6,740 8,101 9,691
Cash and Bank Balances 5,600 15,730 13,446 18,683 26,014
Short Term Loans and
Advances 760 4,230 1,350 1,485 1,634
Other Current Assets 9,820 12,690 15,070 17,230 19,704
- TOTAL ASSETS 1,64,520 2,11,940 2,70,230 3,16,533 3,71,882
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Cash How St. (Rs. mn) Fy21 FY22 FY23 FY24E FY25E
Net Profit 9,740 22,270 32,500 40,030 49,606
Add: Dep. & Amort. 3,750 3,990 4,410 5,062 5,715
Cash profits 13,490 26,260 36,910 45,093 55,321
(Inc)/Dec in
-Sundry debtors (545) (1,990) (1,090) (1,361) (1,590)
-Inventories (3,050) (52,010) (29,750) (33,460) (38,165)
-Loans/advances 906 (3,460) 2,760 (216) (242)
- Other Current Assets 382 (3,410) (5,320) (2,029) (4,019)
'-Current Liab and
Provisions (2,084) 7,710 12,490 4,548 5,009
Sundry Creditors 1,923 5,050 (800) 2,449 2,794
Change in working
capital (2,467) (48,110) (21,710) (30,069) (36,214)
CFfrom Oper.
activities 11,023 (21,850) 15,200 15,024 19,107
CFfrom Inv. activities (29,444) 20,560 (31,734) (9,062) (9,705)
CFfrom Fin. activities 20,210 11,410 14,250 (725) (2,061)
Cash
generated/(utilised) 1,789 10,120 (2,284) 5,237 7,342
Cash at start of the
year 3,811 5,600 15,730 13,446 18,683
Cash at end of the year 5,600 15,720 13,446 18,683 26,014
Source: Dalal & Broacha Research, Company
Ratios Fy21 FY22 FY23 FY24E FY25E
OPM 8.0 11.6 12.0 12.2 124
NPM 4.46 7.67 7.95 8.16 8.46
Taxrate (26.5) (23.9) (26.4) (25.2) (25.2)

Growth Ratios (%)

Net Sales 2.8 33.1 40.9 20.2 19.6
Operating Profit (30.1) 93.7 46.0 21.7 22.0
PBIT (36.3) 117.9 50.8 224 22.9
PAT (35.1) 128.7 45.9 23.2 23.9

Per Share (Rs.)

Net Earnings (EPS) 11 25 37 45 56
Cash Earnings (CPS) 15.2 29.5 415 50.7 62.2
Dividend 3.8 7.5 10.0 13.5 16.7
Book Value 84.2 104.5 133.2 164.6 2035
Free Cash Flow 113 (25.2) 14.4 14.8 194

Valuation Ratios

P/E(X) 2425 106.1 727 59.0 47.6
P/B(X) 315 25.4 19.9 16.1 13.0
EV/IEBIDTA(X) 135.8 70.7 485 39.7 325
Div. Yield(%) 0.1 0.3 0.4 0.5 0.6
FCF Yield(%) 0.4 (0.9) 0.5 0.6 0.7

Return Ratios (%)
ROE 13% 24% 27% 27% 27%
ROCE 15% 26% 28% 29% 30%
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186) was
established in 1997 and is an integrated financial services player offering an extensive range of financial
solutions and services to a wide spectrum of customers with varied needs ranging from equities to mutual
funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India
Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and is
engaged in the securities businesses including stock broking (Institutional and retail), depository participant,
portfolio management and services rendered in connection with distribution of primary market issues and
financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e.
www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI
(Research Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any
stock exchange with whom it is registered in any time in the past. It has not been debarred from doing
business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been
cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued
advice letters or levied minor penalty on D&B for certain operational deviations in routine course of business.
D&B offers research services to clients as well as prospects. 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.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst)
Regulations, 2014 with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject
company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at
the end of the month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% | No
or more securities of the subject company at the end of the month immediately
preceding the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject | No
company.
Whether the research Analyst has served as officer, director or employee of the subject | No
company
Whether the Research Analyst has received any compensation from the subject | No
company in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of | No
securities for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking | No
or merchant banking or brokerage services from the subject company in the past
twelve months

Whether the Research Analyst has received any compensation for products or services | No
other than investment banking or merchant banking or brokerage services from the
subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits from | No
the subject company or third party in connection with the research report
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D&B and/or its affiliates may seek investment banking or other business from the company or companies that
are the subject of this material. Our salespeople, traders, and other professionals 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
may be 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 including but not limited to those stated herein. Additionally,
other important information regarding our relationships with the company or companies that are the subject of
this material is provided herein. This report is not directed to, or intended for distribution to or use by, any
person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction
where such distribution, publication, availability or use would be contrary to law or regulation or which would
subject D&B or its group companies to any registration or licensing requirement within such jurisdiction.
Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or
sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless
otherwise stated, this message should not be construed as official confirmation of any transaction. No part of
this document may be distributed in Canada or used by private customers in United Kingdom. All material
presented in this report, unless specifically indicated otherwise, is under copyright to D&B. None of the
material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to
any other party, without the prior express written permission of D&B . All trademarks, service marks and logos
used in this report are trademarks or registered trademarks of D&B or its Group Companies. The information
contained herein is not intended for publication or distribution or circulation in any manner whatsoever and
any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless
otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital
Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in
Indian Securities Market. In so far as this report includes current or historic information, it is believed to be
reliable, although its accuracy and completeness cannot be guaranteed.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992 | E-mail: equity.research@dalal-broacha.com
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