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Century Textiles & Industries Ltd. witnessing strong demand

Call: BUY at cmvr 833

Target Price: 1,245 (upside 49%)

and realization momentum

Q4FY22 Result Update

Boost in residential sales booking; a resurgence in paper and textile!!

v

In Q4FY22, Century Textiles and Industries Ltd (CTIL) reported revenues of INR 11,862mn, up
45% YoY basis and an Ebitda of INR 1,330mn, up 66% on a YoY basis. The operating growth was
driven by robust performance in the ‘paper’ and ‘textile’ segments, up by 46% and 54%,
respectively. We continue to remain optimistic about the Company on the back of strong
domestic outlook on real estate and paper industry. Short to medium-term outlook appears
positive, owing to demand recovery and realization growth. Hence, we expect CTIL revenues to
grow at a CAGR of 15% between FY22 and FY23E.

Birla Estates, the company’s real estate segment has ~6.4mn sqgft under construction. The
company clocked a robust booking worth of INR 19.1bn in FY22, up 2.1x YoY which was majorly
led by INR ~12bn clocked by the flagship project in Worli-Birla Niyaara. Additionally, the
company has entered into an agreements for the joint development of a 52-acre land parcel in
North Bengaluru with M.S. Ramaiah Realty on a profit-sharing basis. The potential revenue
from the land parcel is “INR 30bn and the company is in discussion for ten new projects. We
believe the segment has tremendous potential in FY22-23E, owing to record-low home loan
rates and growing homeownership sentiment.

The company achieved its highest capacity utilization rate of 97% in the 'pulp & paper'
segment, while overall revenues increased by 13% on a sequential basis. This segment has
continued to witness a significant turnaround in demand and realization due to (1) Reopening
of offices & schools (2) Packaging boards for e-commerce, FMCG, pharmaceutical sectors, and
(3) Increased awareness concerning hygiene, resulting in strong order flows for the 'board and
tissue' segment. Going forward, the Indian paper industry is expected to grow in parallel with
the country’s economy.

The company's 'textile' segment achieved a capacity utilization rate of 97% up from 92 % in
Q4FY21, as it posted its best-ever turnover in a financial year, contributing to 26% of total
revenue. Overall segmental sales grew by 17% QoQ basis, largely driven by the apparel fabric
division. In order to boost sales, the company is focusing its efforts on expanding its
geographical footprint and product range/innovation.

CTIU's financial risk profile continues to remain healthy, as indicated by sound capital structure
and debt protection metrics. The company has a D/E ratio of 0.34x. We expect the D/E to
remain below 0.45x, despite the additional capex initiatives in FY23 onwards.

Valuation: Robust demand and profitability matrix expected ahead

v

Financial Snapshot

We value the stock at a target price of INR 1,245 based on the SOTP method. We assign 5.8x
EV/EBITDA and 5x EV/EBITDA for the paper and textile businesses—in contrast, valuing the
annuity leasing segments of Birla Estate at an 8% cap. We believe the real estate segment to
perform exponentially alongside a solid recovery in its paper and textile segment.
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Figures (in mn) Q4FY22  Q4FY21  Y-0-Y(%)  Q3FY22 Q-0-Q(%) FY22A FY23E FY24E
Revenues 12,107 8,394 44.2 10,648 13.7 41,316 46,707 54,229
EBITDA 1,254 703 78.4 1,002 25.1 4,450 6,072 9,219
EBITDA Margins % 10.4 84  200bps 9.4  100bps 10.8 13.0 17.0
PAT 861 -84 NA 142 508 1,548 1,804 3,682
PAT Margins % 7.1 -1.0 NA 13 580bps 3.7 3.9 6.8
EPS 7.7 -0.8 NA 1.3 492 13.9 16.2 32.9
BVPS 333 346 372

Source: Company, ULJK Research
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Exhibit 1: Revenue Mix (%)
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Exhibit 2: 15% revenue CAGR over FY22-FY24E (INR mn)  Exhibit 3: EBITDA to remain strong
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Company Overview

Century Textiles & Industries Ltd, an Aditya Birla Group company incorporated in 1897, has grown into a commercial
powerhouse with operations in various industries. With over 3,200 employees, CTIL’'s management comprises
industry veterans in its BOD under the leadership of Mr. B. K. Birla. The company is a pioneer in multiple sectors viz.
Pulp & Paper, Cotton Textiles, and Real Estate.

Century Pulp and Paper (CPP) is one of the largest manufacturers of tissue, board, paper, and pulp in India. In a 400-
acre facility, the company produces high-quality writing and printing paper, making it one of the India's biggest
integrated single-site production plant for Pulp & Paper.

Birla Century is one of India’s major textile companies, providing tailored solutions in the personal clothing and
home textile sector. With over 100,000 spindles, 300 looms, and a manufacturing capacity of 37mn meter per
annum, the company supplies high-quality products to top global brands. The company caters to consumers
worldwide in shirting, bottom-weight, finer fabrics, and so on. Furthermore, the company is world’s 2" and India’s
15t LEED V4 certified textile manufacturing company.

Birla Estates, founded in 2016, is a prominent player in the premium building sector. The company sold 1mn sq. ft
cumulatively in less than two years. With 5 planned launches in MMR, NCR, and Bengaluru, the firm has ~3.4+mn
square feet under development across three projects.

Industry Overview

On the domestic front, Indian paper and board prices will be highly dependent on aggressive Chinese buying, given
that environmental regulations have restricted Chinese pulp manufacturing. This year saw an increase in its offering
of value-added products such as tissue and paperboard, a trend that will continue going forward. While rising
consumer consciousness for health and hygiene led to higher demand for tissues, the demand for pharmaceutical
products raised the need for paperboard. Given the agility of operations, the business was able to make the
necessary changes to shift to paperboard manufacturing with greater focus. Companies catering to this segment
were thus able to sustain higher utilization levels and even undertake planned expansion for tissue manufacturing to
cater to the increased demand.

India is embarking on a series of significant efforts aimed at boosting its technical textile industry. The government is
assisting the industry by providing funds and sponsoring machinery. The sector's leading companies achieve
sustainability in their goods by making textiles from naturally recyclable materials.

The Indian textiles sector continues to have a bright future, driven by both local and foreign demand. With rising
consumerism and disposable money, the retail sector has grown rapidly over the last decade, owing to the arrival of
numerous foreign firms into the Indian market, including Marks & Spencer, Guess, and Next.

Economic expansion has resulted in an increase in disposable income. This has increased demand for items, resulting
in @ massive domestic market. The textiles industry has seen a boom in investment during the previous five years.
Between April 2000 and March 2021, the sector (including dyed and printed) attracted an FDI of USS 3.75bn. The
production-linked incentive (PLI) program for man-made fiber and technical textiles will boost manufacturing,
expand exports, and attract investment to the industry.

Key Concall Highlights-Q4FY22

v' FY23 is predicted to be more profitable, owing to capacity expansion in the board segment (by 20k tonnes per
year) and writing paper (by 10-15k tonnes per annum)

v’ CENT launched its flagship project (Birla Niyaara) in 4QFY22, contributing to 93% of sales bookings.
v’ For FY22, CENT increased sales bookings by 208% YoY to INR19.1bn and collections by 129% YoY to INR3.5 bn.

v/ The apparel fabric business has predominantly fueled textile growth. However, the Home Textiles market
remained sluggish, owing primarily to logistical difficulties.

ULJK research reports are available on Bloomberg (ULJK <Go>)



//j U|Jk Institutional Research | CENT:IN

ULJK’s Performance Tracker

ULJK's Average Returns - Sector wise
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ULJK returns compared to peers

Source: Bloomberg

Outperformance compared to
Period (months) ULJK Average Return % Peers Average Return % peers
1 3.4% 2.2% 54.3%
3 2.1% 1.4% 52.9%
6 9.3% 5.8% 59.8%
12 34.0% 29.6%! 14.8%!
24 36.7% 26.9%! 36.4%
36 59.4% 39.9%! 48.7%
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Total Calls review: Closed Calls: 142 ; Average return: 64%; Average period:
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187 days
Stocks Sector Type Call Date Call Price | Target | Exit Date |No of Days|Total Return %
TATA Motors DVR IAutomotive & Ancillary BUY 8/3/2020 37 225 |10/13/2021 436 508%
. 9/30/2021 341%
JSW energy Energy, Oil & Petroleum BUY 4/9/2021 88 388 174
TATA Motors |Automotive & Ancillary BUY 7/7/2020 103 448 |10/13/2021 463 335%
SAIL Ltd Metals & Mining BUY 7/9/2020 35 140 4/30/2021 295 300%
ndustrial Machinery & 1 266%
Dynamatic Technologies  [Products 2/16/2021 5 - 209
IRCT Others 6/2021 225%
CTC ’/ 352
021 209Y
Nelco Ltd 253 09%
it . ‘ ’ t 6/3/2021
First source solutio - 150, 297 177%
—
. 9/16/2021 175%
Eclerx Services 262
Tata Chemicals Chemicals ell/ 0 352 949 10/5/2021 320 170%
i BFSI 8/20/2020 64 170 |10/18/2021 166%
Indian Bank BUY /20/ /18/ 424 b
136 2/2/2021
/Ashok Leyland IAutomotive & Ancillary BUY 6/27/2020 52 220 162%
. BUY
State Bank of India BFSI 7/7/2020 185 470 9/17/2021 437 154%
BUY 10/14/2021 151%
Mindtree T 3/15/2021 1935 agsy |10/ 213 5
NMDC limited Metals & Mining BUY 7/1/2020 81 203 5/12/2021 315 151%
. . 99 3/5/2021
Mangalore Chemicals Chemicals BUY 12/9/2020 42
ndustrial Machinery & BUY 4/2/2
HEG Itd Products 12/23/2020 865 2010
Zee Entertainment 1 I\ )‘V
Enterprises Limited Media BUY 8/4/202Q 4 ‘ k a9 P 021 414 126%
N P
) . ndustrial Machinery & ] ¥y 1¢ 121%
Graphite India Products 3/ 020 4{“ 01
®
1391 9/2021 119%
Tata steel MVetals @FTY in 1\ ‘WM 53 D8 / 213 5
1159
Stove Krafg It§ \‘ 45. “! !! 591412021 137 >%
s K\u
ONGC Energy, Oil & Petr, 10/19/2020 11/5/2021 382 114%
Wockhardt Pharmaceuticals Aﬂ(—e“ 685 | 5/19/2021 181 106%
Metals & Minin, 7/9/2020 36 74 5/7/2021 106%
NALCO ining BUY /9/ /7/ 302
8/3/2021 102%
Eveready Industries India  [Others BUY 1/11/2021 199 401 /3/ 204 °
Triveni .Engineering & 5/10/2021 96%
Industries Ltd. Sugar BUY 10/9/2020 78 153 213
imi Chemical 9/7/2020 164 7/15/2021 94%
GHCL Limited emicals A /7/ 318 /15/ 311 6
11/8/2021 89%
SRF limited Chemicals BUY 4/26/2021 6205 11723 18/ 196 °
11/1/2021 85%
Minda Corp /Automotive & Ancillary BUY 1/5/2021 92 170 /1 300 ?
Welspun India Limited Textiles BUY 8/28/2020 57 105 7/6/2021 312 84%
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General Disclaimer

This report has been prepared by the research department of ULJK Research, is for information purposes only. This report is not
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. For full disclaimer please log on to https://www.uljk.in/disclaimer.html

Contact Tel: 022 - 6651

Research Analyst Registration INH00000651

Analyst Certification

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 or indirectly related to the specific
recommendations or views expressed in this research report.

General Disclaimer

This report has been prepared by the research department of ULJK Research, is for information purposes only. This report is not
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.
We have exercised due diligence in checking the correctness and authenticity of the information contained herein, so far as it
relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are
cautioned that any forward looking statement are not predictions and are subject to change without prior notice.

ULJK Research or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to
any person from any inadvertent error in the information contained in this report. ULJK Research or any of its affiliates or
employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report,
including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The
recipients of this report should rely on their own investigations. The above Research Report is meant for internal circulation for
ULJK Research.

ULJK Research and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities
mentioned in this report. 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.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in
any locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or
regulation or would subject to ULJK Research or any of its affiliates to any registration or licensing requirement within such
jurisdiction.
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