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Trident Ltd

BUY

Bloomberg Code: TRID IN

India Research - Stock Broking

One of the Largest Integrated Home Textile
Players

Recommendation (Rs.)
CMP (as on Apr 28, 2017)

83

Upside (%)

18

Increased Capacity Utilization in Towel and Bed Linen
Segment: Trident Ltd is the largest manufacturer of terry towels

Target Price

in the world. The company is capable of producing 88,775 metric
tonnes of towels per annum at optimum utilisation with a balanced
product mix with net realization of Rs. 470 per kg.

Stock Information
Mkt Cap (Rs.Mn/US$ Mn)

42422 / 660

Over the total revenue for 9MFY17, the revenue contribution
from Bed and Bath Linen is at ~49.0% and 34.0%. The capacity
utilization for Yarn is at ~92% and with the increased capacity Bath
& Bed Linen recorded ~29% & 49% of utilization. Management
guided that by changing sales mix towards higher margin business
of terry towel and bed linen, the company could able to achieve the
utilization level of ~65% & 50% by FY18E.

3M Avg.daily volume (Mn)

1.7

No further capex plan; Cash flows to be utilized to repay
debt: With the completion of the capacity expansion in terry towel

FIIs

90 / 42

Beta (x)

1.2

Sensex/Nifty

29918 / 9304

O/S Shares(mn)

509.6

Face Value (Rs.)

10.0

Shareholding Pattern (%)
Promoters

67.8

0.0

DIIs

3.7

Others

28.5

Stock Performance (%)
1M 3M 6M 12M
Absolute

(5)

Relative to Sensex

(6)

23
14

42

56

32

34

Source: Bloomberg

Relative Performance*

Apr-17

Jan-17

Mar-17

Oct-16

Dec-16

Trident Ltd

Nov-16

Sep-16

Jul-16

Aug-16

Jun-16

175
155
135
115
95
75

Apr-16

The revenue is expected to grow at 17.5% CAGR over FY16-FY19E
to Rs. 59714 Mn owing to superior volume growth in home textiles.
Management pointed that EBITDA margins could be at a range of
~18.0-22.0% in FY18E & FY19E which could possible with the higher
share of value added products, rising captive consumption of yarn,
rising share of high-margin home textiles and increase in utilisation.

52-wk High/Low (Rs.)

May-16

facility and commissioning of the bed linen plant, the company has
completed its ongoing capex plans and does not have any further
expansion. The company made debt repayment of Rs. 4,450 Mn
in FY17E. This includes prepayment of high cost debt of Rs. 2,295
Mn, which led to significant decline in the Net Debt to Equity ratio,
at 1.4x by Q3FY17 against 1.9x as on FY16. The company is
expected to make the debt repayment of Rs. 4,000 Mn per year
going forward. We expect this will lead to a stronger balance sheet
and reduce the financial leverage risks of the company.

98

Sensex

Source: Bloomberg; *Index 100

Valuation Summary
YE Mar (Rs. Mn)

FY15

FY16

FY17E

FY18E

FY19E

37553

36840

46913

52891

59714

EBITDA

6608

7189

9556

11243

12957

EBITDA Margin (%)

16.7

18.7

19.7

20.6

21.1

Adj. Net Profit

1179

2291

3329

4450

5720

EPS (Rs.)

2.5

4.5

6.5

8.7

11.2

RoE (%)

10.1

14.2

17.4

20.0

21.7

9.3

11.5

13.3

9.6

7.4

Net Sales

PE (x)*

Source: Bloomberg, Karvy Research, *Represents multiples for FY15, FY16 & FY17E are based on historic market price
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Company Background
Headquartered in Ludhiana (Punjab), the company operates in two major business segments like textiles and
paper with manufacturing facilities located in Punjab and Madhya Pradesh. Keeping in view the increasing
requirements of continuously expanding operations, the company has manufacturing capacities of Terry towels
with 688 looms, bed sheets with an operating capacity of 500 looms, yarn capacity of ~0.56 Mn spindles and
5504 rotors. Trident is generating captive power to meet the demands of the industry with the production capacity
of 50 MW. The company has a customer presence in more than 75 countries spread across six continents. The
company’s prominent international customers include nine of ten largest American retailers, six leading European
retailers and five of the seven largest Australia and New Zealand-based retailers.

Valuation and Outlook
Considering rising share of high-margin home textiles, increase utilization, increasing revenue from Bed Linen
project, economies of scale and debt repayment plan for the next two years, we continue to maintain our positive
outlook on Trident and we maintain our “BUY” rating with a target price of Rs. 98, based on 8.8x P/E FY19E,
representing an upside potential of 18%.

Key Risks
yyIncrease in cotton prices may have bearing impact on the company’s profitability.
yyMajority of the company’s revenue is generated by exporting products to developed economies namely USA,
UK and EU. Demand crunch in these economies would impact the company’s order book in any given year.
yySignificant changes in the currency exchange rates could affect the financial performance of the company.
yyThe company faces a regular competition from China and ASEAN countries in the cotton yarn and home
textiles segments while catering to multi-brand retail chain stores and overseas producers.

TRIDENT: Technical View

Trident is in a secular uptrend, forming higher highs and higher lows on all the time frames. The rally started in
the counter after clocking low of Rs. 6, made on 1st August, 2013. In less than 4 years, the stock has gained
15 times, when it clocked a high of Rs.90.35 on 24th March, 2017. The stock has witnessed profit booking
from the higher levels, falling towards Rs.80 levels from the life highs of Rs.90.35, correcting more than 10%
in a span of 10 trading sessions. The dip in the counter can be used as an opportunity to go long in the stock
as it is expected to continue its northward journey in the coming months as well. Any dip towards Rs.68-70
levels may be used as an opportunity to add further. The long term supports for the stock is seen to be around
Rs.60 levels while the stock the likely to trade in the uncharted territory towards Rs.120-140 levels.
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Stock Ratings
Buy

:

Sell

:

Hold

:

Absolute Returns
> 15%

5-15%
<5%

Disclaimer
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Analyst certification: The following analyst(s), Jagannadham Thunuguntla & J K Jain who is (are) primarily responsible for this report
and whose name(s) is/are mentioned therein, certify (ies) that the views expressed herein accurately reflect his (their) personal view(s) about
the subject security (ies) and issuer(s) and that no part of his (their) compensation was, is or will be directly or indirectly related to the specific
recommendation(s) or views contained in this research report.
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Disclaimer: Karvy Stock Broking Limited [KSBL] is registered as a research analyst with SEBI (Registration No INH200003265). KSBL is
also a SEBI registered Stock Broker, Depository Participant, Portfolio Manager and also distributes financial products. The subsidiaries and
group companies including associates of KSBL provide services as Registrars and Share Transfer Agents, Commodity Broker, Currency
and forex broker, merchant banker and underwriter, Investment Advisory services, insurance repository services, financial consultancy and
advisory services, realty services, data management, data analytics, market research, solar power, film distribution and production, profiling
and related services. Therefore associates of KSBL are likely to have business relations with most of the companies whose securities are
traded on the exchange platform. The information and views presented in this report are prepared by Karvy Stock Broking Limited and
are subject to change without any notice. This report is based on information obtained from public sources , the respective corporate
under coverage and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be
altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form,
without prior written consent of KSBL. While we would endeavor to update the information herein on a reasonable basis, KSBL is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent KSBL
from doing so. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other
reason. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document
or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. KSBL will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment
or strategy is suitable or appropriate to your specific circumstances. This material is for personal information and we are not responsible for
any loss incurred based upon it. The investments discussed or recommended in this report may not be suitable for all investors. Investors
must make their own investment decisions based on their specific investment objectives and financial position and using such independent
advice, as they believe necessary. While acting upon any information or analysis mentioned in this report, investors may please note that
neither KSBL nor any associate companies of KSBL accepts any liability arising from the use of information and views mentioned in this
report. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets.
Past performance is not necessarily a guide to future performance. Forward-looking statements are not predictions and may be subject to
change without notice. Actual results may differ materially from those set forth in projections.
Associates of KSBL might have managed or co-managed public offering of securities for the subject company or might have been mandated
by the subject company for any other assignment in the past twelve months.
Associates of KSBL might have received compensation from the subject company mentioned in the report during the period preceding
twelve months from the date of this report for investment banking or merchant banking or brokerage services from the subject company
in the past twelve months or for services rendered as Registrar and Share Transfer Agent, Commodity Broker, Currency and forex broker,
merchant banker and underwriter, Investment Advisory services, insurance repository services, consultancy and advisory services, realty
services, data processing, profiling and related services or in any other capacity.
KSBL encourages independence in research report preparation and strives to minimize conflict in preparation of research report.
Compensation of KSBL’s Research Analyst(s) is not based on any specific merchant banking, investment banking or brokerage service
transactions.
KSBL generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or
derivatives of any companies that the analysts cover.
KSBL or its associates collectively or Research Analysts do not own 1% or more of the equity securities of the Company mentioned in the
report as of the last day of the month preceding the publication of the research report.
KSBL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in
connection with preparation of the research report and have no financial interest in the subject company mentioned in this report.
Accordingly, neither KSBL nor Research Analysts have any material conflict of interest at the time of publication of this report.
It is confirmed that KSBL and Research Analysts, primarily responsible for this report and whose name(s) is/ are mentioned therein of this
report have not received any compensation from the subject company mentioned in the report in the preceding twelve months.
It is confirmed that Jagannadham Thunuguntla & J K Jain, Research Analysts did not serve as an officer, director or employee of the
companies mentioned in the report.
KSBL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Neither the Research Analysts nor KSBL have been engaged in market making activity for the companies mentioned in the report.
We submit that no material disciplinary action has been taken on KSBL by any Regulatory Authority impacting Equity Research Analyst
activities.
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