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Early signs of recovery but normalisation still couple of quarters away

Page Industries’ (PAG) reported lower than expected revenue growth while
operating performance was marginally above our expectations. Company reported
revenue/ EBITDA/ PAT growth of 3.9%/ 2%/ 4.3% YoY respectively. Volume grew
2.6% to 57.4 mn pieces. Growth in consumption and demand remained subdued in
Q1 however early signs of recovery are now visible. Gross margin expanded 90 bps
to 54.1%. Stable raw material costs have contributed to healthy margins. Operating
margin contracted 36 bps to 19% impacted due to higher investments on marketing
and technology. PAT grew 4.3% to Rs 1,652 mn. Other key highlights were 32%
growth in the online channel, reduction in the MBO count led by network
consolidation and rationalization, and healthier inventory availability at
distribution network giving impetus to secondary sales and higher return on
investment. Company announced interim dividend of Rs 300 per share for FY25.

Despite recent demand softness which is making the company run a tight ship on
costs, it still intends to increase essential spends on marketing, distribution
especially on D2C, EBOs and product innovation, given still low penetration rates
across segments and markets. Soft RM prices should also drive some volume and
margin recovery as there is no imminent need of a price hike. Inventory health and
ROIs of channel partners should improve further in FY25 after a 6 days
improvement since the implementation of auto replenishment system helping
control distributor attrition. We continue to believe in the long-term growth
potential of the business and do not think the structural moats have been
impacted. Given the near-term growth outlook and improvement in inventory
levels at distributor level through ARS, we have build in revenue/ EBITDA/ PAT
CAGR of 15%/ 20%/ 21% over FY24-FY26E. We maintain our HOLD rating with a
revised TP of Rs 41,102 (Rs 36,800 earlier) based on 55x FY26E earnings, a 10%
discount to PAG’s long-term valuation multiple.

Sales growth at 3.9% and volume at 2.6%: 1Q sales grew 3.9% YoY, led by volume
growth of 2.6% YoY to 57.4mn pieces. Growth in consumption and demand remained
subdued in Q1, though there are early signs of recovery. Brand campaign during
cricket T20 world cup significantly contributed to enhance brand recall and consumer
awareness. There was encouraging consumer response to new outerwear product
launches. There are early positive signs, such as the uptick in rural consumption
which is expected to provide an impetus to overall consumption in coming quarters.
Company is now seeing better footfalls and revival in demand. Secondary and
tertiary demand has been ahead of primary, with better numbers at point of sale
compared to which was realized in primary, due to inventory holding in the channel.
Implementation of Auto Replenishment System (ARS) is helping improve distributor
inventory levels and freshness. Inventory levels have come down by c. 6 days since
the implementation of auto replenishment as a process for primary billing to
distributors. At the distributor level, more than 10 days of inventory has been
reduced, particularly for athleisure products. Company has launched products at
tight price points, especially in the athleisure category, to address value-seeking
consumers. Company expects to see healthy growth from 2HFY25 led by healthy
macros. We believe the company can return to double-digit growth in FY25 backed
by better inventory health and a richer product portfolio. We estimate 15% CAGR in
revenue over FY24-26E. Gradual change in sales mix favoring premium products
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across segments and sustained growth in women’s wear and ecommerce sales
remain key growth drivers.

Stable input costs support GM; OPM impacted by higher investments on marketing
and technology: Gross margin expanded 90 bps to 54.1%. Stable raw material costs
have contributed to healthy margins. Input costs especially for fabric and yarn are
not expected to create pressure. Cotton prices too are stable on the lower side.
Operating margin contracted 36 bps to 19% impacted due to higher investments on
marketing and technology. Ad spends should sustain at normalized levels of 4%-5%
of sales going forward. Management expects operating margin to remain in the
range of 18-21% on an annual basis. PAT grew 4.3% to Rs 1,652 mn. After rising to
19% in FY24, we expect margins to further move up gradually to 19.5% in FY25E and
20.7% in FY26E.

Strong market coverage across channels: PAG has an MBO coverage of 1,04,696
while EBOs stand at 1,395 of which 39 are exclusive women stores and 61 are
exclusive juniors stores. Company operates 18 factory outlets. The EBO presence is
spread across 485 cities while MBOs are present in 2,713 cities. Given that EBOs are
present in less number of cities vs MBOs, the opportunity remains large, which
should ensure a run-rate of 150-200 EBOs per annum. Over last three quarters, Tier
Il & IV towns have grown ahead of Tier 1 & Il. Online saw a robust growth of 32% in
Q1. The company would focus on increasing its product range in the online space,
existing MBOs and LFS doors.

Outlook and valuation: The innerwear market continues to have robust long-term
potential, with penetration of ~18% in men’s wear, 5-6% in women’s wear, 6-8% in
athleisure and 2% in kidswear. Despite near-term headwinds which has reduced the
pace of capacity expansion, PAG remains positive on the long-term outlook and
continues to work on expanding capacity and expanding its product portfolio, while
ramping up its distribution reach. After a really weak FY24, we estimate 15%/21%
revenue/EPS CAGR over FY24-26E, and maintain our HOLD rating on the stock, with a
TP of Rs 41,102 based on 55x FY26E earnings. We suggest waiting for some tangible
signs of an improvement in demand conditions before entering the stock.
Unexpected issues arising from attrition in management and distribution, increasing
competition from private labels and/or consumer downtrading could pose downside
risks to our estimates.
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Exhibit 1: Quarterly performance

YE March (Rs mn) Q1FY25 Q1FY24 Q4FY24 YoY (%) QoQ (%)
Net Revenues 12,775 12,291 9,925 3.9 28.7
RM Costs 4,515 4,069 2,970 11.0 52.0
(% of sales) 35.3 33.1 29.9

Purchase of traded goods 1,342 1,677 1,393 (20.0) (3.7)
(% of sales) 10.5 13.6 14.0

Employee cost 2,013 2,087 1,935 (3.6) 4.0
(% of sales) 15.8 17.0 19.5

Others 2,472 2,072 1,983 19.3 24.6
(% of sales) 19.3 16.9 20.0

EBITDA 2,433 2,385 1,643 2.0 48.1
EBITDA margin (%) 19.0 19.4 16.6

Other income 129 52 137 146.6 (6.1)
PBIDT 2,562 2,438 1,781 5.1 43.9
Depreciation 221 210 226 5.2 (2.1)
Interest 117 127 105 (8.2) 11.7
PBT 2,225 2,100 1,450 5.9 53.4
Tax 572 517 368 10.8

ETR (%) 25.7 24.6 25.4

Adjusted PAT 1,652 1,584 1,082 4.3 52.7
PATAMI margin 12.9 12.9 10.9

Extraordinary income/ (exp.) 0 0 0

Reported PAT 1,652 1,584 1,082 4.3 52.7
No. of shares (mn) 11.2 11.2 11.2

Adj EPS (Rs) 148.1 142.0 97.0

Source: Company, Systematix Institutional Research

Exhibit 2: Change in Estimates (Rs mn)

New Estimates

Old Estimates

Variation (%)

FY25E FY26E

FY25E FY26E

FY25E FY26E

Net Sales 51,825 60,787 51,694 60,463 0.3% 0.5%
EBITDA 10,128 12,544 10,054 12,387 0.7% 1.3%
EBITDA Margin 19.5% 20.6% 19.4% 20.5%

Adj. PAT 6,609 8,335 6,553 8,209 0.8% 1.5%

Source: Company, Systematix Institutional Research
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Conference call takeaways

Demand environment — Operating environment in Q1 remained stable and broadly
consistent with the preceding quarters, with no significant improvement in
consumption. However there are early positive signs, such the uptick in rural
consumption which is expected to provide an impetus to overall consumption in
coming quarters. Company is now seeing better footfalls and revival in demand.
Secondary and tertiary demand has been ahead of primary, with better numbers at
point of sale compared to what was realized in primary, due to inventory holding in
the channel. The company has launched products at tight price points, especially in
the athleisure category, to address value-seeking consumers.

Pricing action - Discounting in the industry has come down substantially in the
2HFY24 and was not seen in 1QFY25. Last price hike was taken by the company in
July 2022. There are no plans to drop prices in the foreseeable future, as the
company does not anticipate adverse reactions to the product at current pricing.

Gross margins and input cost — Input costs especially for fabric and yarn are not
expected to create pressure. Cotton prices too are stable on the lower side. Stable
raw material costs have contributed to healthy margins. Favorable input cost
reductions have enabled the brand to launch products at tight price points without
compromising on quality or consumer experience.

Operating margins - Company expects operating margin to remain in the range of
18-21% on an annual basis. Margins in B2B ecommerce are similar to the offline
business. However, margins for B2C segments are marginally lower due to higher
marketing investments for customer acquisitions and higher delivery costs in the
marketplace.

Inventory - Year on year inventory days stood at 72 compared to 93 days at the end
of FY24, indicating focus on healthy inventory in the distribution network. The
company has maintained optimum level of inventory. Inventory levels have come
down by c. 6 days since the implementation of auto replenishment as a process for
primary billing to distributors. At the distributor level, more than 10 days of
inventory has been reduced, particularly for athleisure products. The number of
inventory days has come down but the absolute inventory is expected to remain
similar. Inventory holding in the value chain has contributed to better secondary and
tertiary numbers compared to primary. Company has healthy inventory levels for
certain SKUs imported from Bangladesh. Inventory health improvement is expected
to drive healthy sales growth.

Competition - Company believes the gap with its competitors as reduced. Jockey has
not resorted to price hikes since last 2 years. The company benchmarks itself against
its competitors in terms of their product offering and price points. Women’s
innerwear market is considered more competitive due to larger number of credible
players in the branded space compared to men’s innerwear market. Company
currently hold’s 17% market share.

Supply chain - Company has made sure that no critical product has only one vendor,
instead having multiple vendor sources, both geographically, as a risk mitigation
plan. Company does not foresee any risk related to supply chain disruptions due to
Bangladesh issue. The Odisha plant is expected to be completed by Q4FY25E.

Systematix Research is also available on Bloomberg SSSL <Go>, Thomson & Reuters Systematix Shares and Stocks (India) Limited 4
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Exhibit 3: Volumes grew 2.6% YoY Exhibit 4: Revenue grew 3.9% YoY on subdued demand
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Exhibit 5: GMs improved 90 bps YoY Exhibit 6: EBITDA margin contracted 36bps
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Exhibit 7: SGA and employee expenses declined Exhibit 8: Earnings grew 4.3% YoY
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Exhibit 9: Rationalization continued in the MBO channel Exhibit 10: EBO network at 1395
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Exhibit 11: LFS partner count stands at 13 Exhibit 12: Strong network expansion across the product portfolio
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Exhibit 13: Currently trading at 62.8x one year forward P/E
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FINANCIALS

Profit & Loss Statement Balance Sheet

YE: Mar (Rs mn) FY22 FY23 FY24 FY25E FY26E YE: Mar (Rs mn) FY22 FY23 FY24 FY25E FY26E
Revenue 38,865 47,886 45,817 51,825 60,787 Equity capital 112 112 112 112 112
Gross profit 21,775 26,207 24,971 29,022 34,345 Reserves 10,775 13,599 15,858 17,054 18,563
GP margin (%) 56.0% 54.7% 54.5% 56.0% 56.5% Debt - 2,482 - - -
Operating profit 7,855 8,627 8,723 10,128 12,544 Deferred tax liab (net) - - - - -
OP margin (%) 20.2%  18.0% 19.0% 19.5% 20.6% Other non current liabilities 820 1,282 1,475 1,551 1,632
Depreciation 655 781 908 1,089 1,207 Total liabilities 11,706 17,474 17,444 18,717 20,306
EBIT 7,200 7,847 7,814 9,040 11,337 Fixed Asset 3,766 4,905 5,590 5,790 6,584
Interest expense 322 413 449 447 465 Investments - - - - -
Other income 210 147 200 220 241 Other Non-current Assets 3,069 4,529 4,736 5,024 5,439
Profit before tax 7,088 7,581 7,565 8,812 11,114 Inventories 9,749 15,953 11,703 12,779 14,989
Taxes 1,722 1,869 1,858 2,203 2,778 Sundry debtors 1,651 1,461 1,586 1,846 2,165
Tax rate (%) 24.3%  24.6% 24.6% 25.0% 25.0% Cash & equivalents 2,835 81 3,210 3,811 3,462
Adj. PAT 5,365 5,712 5,707 6,609 8,335 Loans and Advances - - - - -
Exceptional loss - - - - - Sundry creditors 3,628 2,876 2,200 3,124 3,664
Net profit 5,365 5,712 5,707 6,609 8,335 Other current liabilities 5,735 6,578 7,182 7,409 8,668
EPS 481 512 512 593 747 Total Assets 11,706 17,474 17,444 18,717 20,306
Source: Company, Systematix Institutional Research Source: Company, Systematix Institutional Research

Cash Flow Ratios

YE: Mar (Rs mn) FY22 FY23 FY24 FY25E FY26E YE: Mar FY22 FY23 FY24 FY25E FY26E
PBIT 7,410 7,994 8,014 9,259 11,579 Revenue growth (%) 37.2 23.2 -4.3 13.1 17.3
Depreciation 655 781 908 1,089 1,207 Op profit growth (%) 49.2 9.8 1.1 16.1 23.9
Tax paid (1,722) (1,869) (1,858) (2,203) (2,778) Net profit growth (%) 57.5 6.5 -0.1 15.8 26.1
Working capital A (2,238) (5,923) 4,052 (184) (730) OPM (%) 20.2 18.0 19.0 19.5 20.6
Other operating items - - - - - Net profit margin (%) 13.8 11.9 12.5 12.8 13.7
Operating cashflow 4,104 983 11,116 7,961 9,277 RoCE (%) 75.1 59.0 49.8 55.9 64.6
Capital expenditure (1,256) (1,920) (1,593) (1,289) (2,000) RoNW (%) 54.4 46.4 38.5 39.9 46.5
Free cash flow 2,848 (937) 9,523 6,671 7,277 EPS (Rs) 481.0 512.2 511.6 592.5 747.3
Equity raised 1,501 1,790 1,381 0 - DPS (Rs) 432.9 419.5 432.9 485.3 612.0
Investments - - - - - BVPS (Rs) 976.0 1229.2 1431.7 1539.0 1674.2
Debt financing/disposal (0) 2,482  (2,482) - - Debtor days 16 11 13 13 13
Interest Paid (322) (413) (449) (447) (465) Inventory days 92 122 93 90 90
Dividends paid (4,829) (4,679) (4,829) (5,413) (6,827) Creditor days 34 22 18 22 22
Other items (713) (998) (15) (211) (334) P/E (x) 84.5 79.4 79.5 68.6 54.4
Net A in cash (1,515) (2,754) 3,129 600 (348) P/B (x) 41.7 33.1 28.4 26.4 24.3
Source: Company, Systematix Institutional Research EV/EBITDA (x) 57.4 52.8 51.6 44.4 35.9

Source: Company, Systematix Institutional Research
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DISCLOSURES/APPENDIX
I.  ANALYST CERTIFICATION

I, Himanshu Nayyar, Chetan Mahadik; hereby certify that (1) views expressed in this research report accurately reflect my/our personal views about any or all of the subject securities or
issuers referred to in this research report, (2) no part of my/our compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this
research report by Systematix Shares and Stocks (India) Limited (SSSIL) or its group/associate companies, (3) reasonable care is taken to achieve and maintain independence and
objectivity in making any recommendations.

Disclosure of Interest Statement Update
Analyst holding in the stock No
Served as an officer, director or employee No

I ISSUER SPECIFIC REGULATORY DISCLOSURES, unless specifically mentioned in point no. 9 below:
1. The research analyst(s), SSSIL, associates or relatives do not have any financial interest in the company(ies) covered in this report.

2. The research analyst(s), SSSIL, associates or relatives collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of the end of the
month immediately preceding the distribution of the research report.

3. The research analyst(s), SSSIL, associates or relatives did not have any other material conflict of interest at the time of publication of this research report.

4. The research analyst, SSSIL and its associates have not received compensation for investment banking or merchant banking or brokerage services or any other products or
services from the company(ies) covered in this report in the past twelve months.

5. The research analyst, SSSIL or its associates have not managed or co-managed a private or public offering of securities for the company(ies) covered in this report in the previous
twelve months.

6. SSSIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party in connection with this research
report.

7. The research analyst has not served as an officer, director or employee of the company(ies) covered in this research report.
8. The research analyst and SSSIL have not been engaged in market making activity for the company(ies) covered in this research report.

9. Details of SSSIL, research analyst and its associates pertaining to the companies covered in this research report:

;L" Particulars YSZ./
1 Whether compensation was received from the company(ies) covered in the research report in the past 12 months for investment banking transaction by SSSIL. No
2 Whether research analyst, SSSIL or its associates and relatives collectively hold more than 1% of the company(ies) covered in the research report. No
3 Whether compensation has been received by SSSIL or its associates from the company(ies) covered in the research report. No

Whether SSSIL or its affiliates have managed or co-managed a private or public offering of securities for the company(ies) covered in the research report in the

R No
previous twelve months.

Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant banking or brokerage services or any other

X . . . No
products or services from the company(ies) covered in the research report in the last twelve months.

10. There is no material disciplinary action taken by any regulatory authority that impacts the equity research analysis activities.
STOCK RATINGS

BUY (B): The stock's total return is expected to exceed 15% over the next 12 months.

HOLD (H): The stock's total return is expected to be within -15% to +15% over the next 12 months.

SELL (S): The stock's total return is expected to give negative returns of more than 15% over the next 12 months.
NOT RATED (NR): The analyst has no recommendation on the stock under review.

INDUSTRY VIEWS

ATTRACTIVE (AT): Fundamentals/valuations of the sector are expected to be attractive over the next 12-18 months.
NEUTRAL (NL): Fundamentals/valuations of the sector are expected to neither improve nor deteriorate over the next 12-18 months.
CAUTIOUS (CS): Fundamentals/valuations of the sector are expected to deteriorate over the next 12-18 months.

1. DISCLAIMER

The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from sources believed to be reliable. Such information
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy completeness or correctness.

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should exercise
due caution while acting on it. Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be construed as an
offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are not guaranteed and
a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for
distribution to institutional investors.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or
its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially USA, the same
may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or
Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication,
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redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing to a third party a link,
is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further distributed by the recipient to any
third party.

SSSIL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover. Additionally, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of
any companies that they cover. Our salespeople, 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. Our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. The views expressed in this research report reflect the personal views of the analyst(s) about the subject securities or issues and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The
compensation of the analyst who prepared this document is determined exclusively by SSSIL; however, compensation may relate to the revenues of the Systematix Group as a whole, of
which investment banking, sales and trading are a part. Research analysts and sales persons of SSSIL may provide important inputs to its affiliated company(ies).

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations which could have an adverse effect on their value or price or the income
derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume currency risk. SSSIL, its directors, analysts
or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on the basis of this report
including but not restricted to fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

SSSIL and its affiliates, officers, directors, and employees subject to the information given in the disclosures 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 (financial interest)
or act as a market maker in the financial instruments of the 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. The views expressed are those of the analyst and the company may or may not subscribe
to the views expressed therein.

SSSIL, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness,
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall SSSIL, any of its affiliates or any third
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. The company accepts no liability whatsoever for the actions of
third parties. The report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of the company, the
company has not reviewed the linked site. Accessing such website or following such link through the report or the website of the company shall be at your own risk and the company
shall have no liability arising out of, or in connection with, any such referenced website.

SSSIL will not be liable for any delay or any other interruption which may occur in presenting the data due to any technical glitch to present the data. In no event shall SSSIL be liable for
any damages, including without limitation, direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by SSSIL
through this presentation.

SSSIL or any of its other group companies or associates will not be responsible for any decisions taken on the basis of this report. Investors are advised to consult their investment
and tax consultants before taking any investment decisions based on this report.

Registration granted by SEBI to SSSIL and certification from NISM to the analyst in no way guarantee performance of SSSIL or to provide any assurance of returns to investors.
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