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Ladies and gentlemen good day and weicome to the March quarter ended FY16 Eamings
Coenference Call of Banswarz Syntex Limited. This conference call may contain forward
looking statements about the company which are bused an the belief, opinions and
expectations of the company as on the date of this call. These statements are nol the guarantees
of future performance and involve Hsks and uncertainties that are dilficuit 1o predict. As a
reminder all participant lines will be in the tisten-only mode. There will be an opportunity for
you o ask questions afler the presentation concludes. Should yeu need assistance during the
conference, please signal an operator by pressing *** and then *0” on your touchtone telephone.
Please nole that this ecnference is being recorded. 1 now hand the conference over 1o Mr.
Ravindra K Toshniwal- Managing Director of Banswara Synlex Lid. Thank you und over to

you sir.

Good afterncon ladies and gentlemen, very warm welcome to our quarter 4 FY 16 Earnings
call. Please call me Ravi if you need to for the rest of the conversation. Along with me on this
call T have Mr. J, K. Jain our Chief Finaneial Officer, and SGA our Investor Relations

Advisors, So let me start with a brief intraduction about our company.

We have been a verlieally integrated Textile Mill since 1977, we started with yarm and we will
be completing 40 years in 2017. We have moved and evolved into weaving, finishing and
garments, and even in different segments of the business that is the synthetics business, the
woolen worsted business, the cotton business and some technical fubrics. And we also have
evolved into men’s wear and women’s wear, So we are very well diversified and have gained

experience in several different segments.

Now | will give you a quick update on the industry in general, the textile industry in India
seeins to be doing better now and the cotton segment is performing well, in the woolen sectar
a5 well some ol the companies have begun (o perform well. Synthetics is also showing some

signs of impravement, Qur 3 primary segmenls are;

One is yarn and in yam we are the single largest {iber-dyed spun synthetic spinning Mill in the
world because there ore no other mills that do all dyed yarn with o capacity of 2400 tons per
month. And we are producing primarily a jot of yarn which are fancy and highly value added
yams, so this is not only commadity spinning company: this is really a mere specialty spinning

company. The same is true for our worsted spinning which we staried only in 2008,

Then we have our fabrie division and our fabric division conlributes 40% of our revenue, We
are the feaders in stretch suiting in Poly viscose Iycra, we have done stretch fabric which is
equal to aimost 30% of the tetal fabric we produce and it is growing and everybody knows us
well for the foel that we make Lycra blends, we are g INVISTA Lycra partner and we get
cerlification from them for the Lycra brand. We have many prominent customers all over the

world. US, UK, Eurepe and even Japan now. In our technical fabrics, we make some
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specialty fabrics although this business remsains quite small and we have stili got o long way (o
go. We have a large eapacily in weaving: we are doing almost 3 million meters or about 30
lakhs meters per month of fabric weaving which is about a total of 36 million meters in a year,
And going forward our strategy is to increase the market presence for our vitlue added fabrics,

both in Stretck, in Jacquard and new products like specialty Denims,

tn our garmenting division which contributes about 16% of our revenue and we are growing
well. except for not as much growth last vesr but in general it kas been growing well. We are
more in the formal suit and trouser space, but have also moved into sporiswear in a big way.
When [ ssy sportswear, ] mean sport casuals, dress up clothing but not formal, So this is the
new trend which seems o be growing very well. We have design studios which are located in
India and Paris, we have full time design people in France working with us and we have
invested in marketing teams all over the world (o heip our penetration in US, Europe, UK as
well as in Japan. We are looking at the evolve markets and we remain primarily very small in

The Middle East market as far as exports is concerned.

As far as CAPEX is concerned, niost of our CAPEX is afready done and we have a host of
inmovative products that lies in the company waiting to be marketed in good way and we want
to find ways to do this well and that remaing the challenge with us to lry and deliver belter
resulis out of that, So as visible in our financials ond on our operaling parameters, we have
begun to show much better results compared to last vear and we are witnessing a good
response {o our product range and we think we are moving in the right direction. Qur exports
in the year FY'16, was 46% ol our sales and have gone up from 43%in FY15.To give vou more
details en the financial performance of the company, T weuld like to now hand over to Mr. LK,

Jain. Thank you.

Thank you Mr Toshniwai. Afler the briel about the comparny !will just take this opportunity to
brief you aboul the working performance of the company during the quarter 4 and for the
{inancial year 15/16. The results are already with you, the revenue for the quarter 4 a was Rs.
348 croves up hy 14% over the last Q4 FY14/15, The EBITDA for this quarter hus increased
by 31% over the last year. During this quarler the financial expenses are lower by about 16%,
the company has paid about Rs. 77 crores of the secured debts during this last financial year,
The company is also getting lie interest rebate that is 3% interest equalization rebate fiom the
govemment effective from 1% April 2015.The nel profit for the quarter was at Rs. E1.6 crores
as against the last year Rs. 1.7 crores Joss. The PAT is ahout 3% for this quarter. 1f vou lock at
the whaole performance for the year 13/16, the total revenue was R, 1263 crores, the EBITDA
was Rs. 171 crores, margin of 13.5%. The net prolit for ihis financial year was Rs. 27 crores as
agninst Rs. 8 crores during FY14/13 thus it has inereased by about 240%. The opernting
performance has increased; the return on equily is [1% during this year as against 4% last
year. The return on capital employed is also 22% as against 18% during FY14/13. So with all
these summarize resulis and the performance already with you, I now open the Noor for

questions.
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Thank you very much Sir. Ladies and Gentlemen, we will now begin the question and answer
session. We have the first question from the line of Ujwal Shah of Quest Investment Advisors.

Please go ahead.

Just needed your outloal on the eotlon season panning out and how do you see cotlon yam

scenarie evelving in terms of prices glabally?

Sec the cotlon business is always the biggest business in India in textite and so your question is
very relevant because cotlon is reatly the big sector. At this point one sees an increase in cotlon
prices, the averall outlook looks good and many of the companies like Vardhman have done
very well in the cotton business and 1 think that the cotton scenario looks interesting for India.

Overall the celton businesses in most segments should do fairly well,

And in terms of yarn prices internationaliy how do you see those panning out for the year

ahead?

See the whole scenario is a little bit troubled or murky because ol a little bit demand slowdown
at retail and this little bit demand slowdoewn at retail is seen globally. And this is a challenge.
I China, the situation right now is depending on how much China chooses to import yvam
[rom India. Which will deterniine what the prices of the yarn will be because iF you loal at the
tndian seenario today, we have produced o It more yam than we produce fabric and we
produce & lot more abric than we produce garment. And this is typical of India as cempared o
many other countries which produce more parments, less fabric and less yam. So reaily we are

reverse in terms of the value addition overall.

[ will just clarily one thing that Banswara Synlex is mainly into synthetic spun yarn, we are

Just not spinning the cotton yarn, we are producing the colton fabric out of the varm bought out

from other mills,

So you know, for us we are preily neutral and nol sensitive Lo these commodity fluctuations.
That was the fact Lhat we are going to be making more value sdded products downsiream, so it
is not really signiticant, from aur perspective whether the markel remains a little bullish ar

little wealk is not going Lo make a difference.

And Sir you said you are vertically integrated and looking at your presentations slide 13, a lot
of internal usage of yarn to fabric and from fabric to garmenting happens, can you quantify at
what percentage of yarn that you manufaclure goes into fabric and how much of your fabric

goes into your garmenting?

Yes, we produce about 2400 tons of yare per month roughly and we consume about 800. So

roughly one third of vur yam produce goes inlo our fabric. And as far as the fabric part is
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concerned, we produce roughly around 2.7 to 3 million meters a month and we consume in our

garmenling overall maybe about 0.5-0.6 million meters,
It is about 22%, 23%,

And Sir in terms of the fabric business all in all, so is it a printed fabric that we look, is it
processed fubric, how do you see fabric business in India panning out and for YOUr COMpany

especialiy?

These are 2 different questions. One is for me (o just comment on the stalus of overall Industry
in fabrics which is a general interest but specific interest for Bunswarn, really if you want me
to define what fabric space we are in? We are in the fabric spage that caters 1o formal dress
clothing and sportswear dress-up clothing. So we are nat in the casual segmeni, we are not in
the segment that deals with knits or with T-shirts |, ete. We are talking aboul fabric for dress
panis, for chinos, for more upper end chiros and higher vale added Jacquard type fabries, So
we are talking about, the kind of fabrie that Raymand’s does. We are catering to international
global {rends and global brands whether in India or abroad and we are catering to the new
business which is evolving, which is called Fast Fashion. So typically the fabrics thal would be

used by companies like of Zara, UNTIQLO, H&M those are the fubrics we will be making.
And what pereentage of our fabric business is exporls Sir?

Out of the total fabric business, a roughly Rs. 600 crores that we do, I think almost 80%is

exporis,
Thank you. Our next question is from the line of Ashok Lodha of Max Future, please po ahead.

Regarding this quarter results we have noticed 2 things sir; one power and fuel cost has come
dowa by Rs, 6 erores compared last year. It was Rs. 26 crores last year but this quarter it is Rs.
20 crores only. So sincs we are having this captive power plant, can we expecl similar type of

savings in coming quarter?

You see the power cost has come down mainly due to the quality of conl that we have
consumed and second thing s the reduclion in the coal prices. Both these things have
contributed; we have starled consuming different combinations of coal this was tried out
during Q3 also during Q4 the ecnsumption taken was well established and this coal mix had
given a substantial savings in terms of power cost, Second factor was the reduction in the price
of fuel which is normally linked 1o the erude oil prices. This is all about the Q4. Now you
have asked another question, will we continue fo get the similar benefit in the next guarlers
also. Of course this will continue but the price benelit which we had during Q4 will slightly get
muled because the prices have started increasing. So the next gain will rot be to the extent we

had in Q4 but definitely there will be savings on this account.
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Right sir, another sense which was finanee cost, which was Rs. 13.80 crore in last quarter, in
this quarter it has gone up to Rs. 16.6 crore, although your overall long term borrowing and
short term borrowing has reduced, just I wanted to know whelher it s one time bank charges,

LC charges have been done?

I got your point, you see I explained you in my preliminary note also that the company has
received 3% interest equalization benefit on iis fabrie and garmeni export borrowings: this was
announced by the government or the Reserve Bank of India in quarler 3 oaly. When this was
announced in quarter 3 the company has received the benefits starting from 1* April 2015 o
31% December 2015 for 9 months in Q3 only. So, all the benefits which was pertaining 1o 9
months has been taken into account in Q3 that is why the expenses are less. In Q4 we were
accounted for only one quarter benefit (hat is why the expenses have inereased. Comparalive

{erms showing an increase.
9 months benefit you have debited in Pecerber and then ..

We have received Rs. 6.3 crore [ult year, out of this 3 quarlers benefit has gone to Q3 and one

quarter benefit has gone o Q4 that is the reason for increase.

This tax expenses have also gone upto 16.6, I believe there is some deferred taxes is included

in these?

Yes. deferred tax is included, definitely.

Although your debt equity ratio is still quite high about 2.5 but you have managed to reduce
the logns, short term ond fong term barrowings by Rs. 70 crores this year, can we cxpecl

further reduction of loans in coming years, since no CAPEX is lhere. as you have referred in

intreducing paragraph, so can we...

Yes. last year we repaid about Rs. 63 crores of the term loan, during this current financisl year
16/17 elso the repayment is almast the same. Se definitety the finance cost is going to be lower

and borrowings will get reduced.

Okay sir last question on the joint venture with Treves S.A.. France automotive textile that is

Joint venture company we are holding 30%, is Banswara Syntex holding 50% in this?
Correct.
What is the size of this joint venture company sir?

It is very smail.
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Equity is Rs. 7.2 crores, Banswars contributed Rs. 3.6 crores.

Ttis a small company what I understand from the presentation that you have gof some approval
from automotive manutactures for this fabric and further you are likely to get some approvals,
indicated in this quarter presentation or yearly presentation so that approval of the vendor of

the automotive fabric, it is being done in Banswara Syn(ex or Jjoint venture company?
Joint Venture,
Banswara Syntex is not manufacturing automotive lextile?

We are making it in the foint venture which we are 30% partner. See, what happens typically
in the aulomotive industry, is that whoever is the final (HEM he has to approach the final brand,
so like | say we have biggest business with Renault at this momenl because we are with a
French company and they have a greal relationship with Renaull, so Renault we are selling for
the Kwid car and many other cars that Renault makes. So for each model of the car we have Lo
gel our fabric approved and qualilied asd as long as that model remains in production the
fabric they will buy will only be from us. So, every breskthrough that we get in our adoption of
our fabric for each model is like sccuring & long-ierm order for as long as that car is being

manufactured.

Thank you. Our next question is rom the line of Darshit Shal of Nirvana Capital. Please go

ahead.

b would like to know some past details about the company since 2011-12/15 we did a
significant CAPEX nround Rs. 425 odd erores, so can you run through what was the logic
behind such a huge CAPEX and working on almost lot of it was debt funded at ose point we
had almost debt of around Rs. 560 crores versus Rs, 160crores equily, so what has changed

now post all of this CAPEX that has done on the last 5 years?

Yes, so il you Took at Rs. 425 crores that we spent between FY 10-13, we spent about Rs. 200
crores in spinning, we spent Rs. 132 crores in fabrie; we spent around Rs. 40 crores in
garmenting and spent aboul Rs. 50 crores in the power unit. That is more or less the breakup.
The power unit setup you can well understand that was a Rs. 50 crore expense which was
magle for the power unit. Garmenting as well you uvnderstand because garmenting is growth
area which we needed to fund, The expansion that we made of about Rs. 3350 crores in
spinning and fabric that was in worsted spinning and expanding the spinning capacity us well
as in the fabric capacity expansion and processing expansion. So, at that time when we made
the expansion we had a joint venture geing with Carreman of France. We were doing very high
value added business with the company called Coach and we had moved in to lot other
businesses in Europe so with women’s wear fashion with Carceman and growth prospect

loeked really encouraging for us, s¢ we wenl out quite bullish thinking that we will expand in
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all these areas and we will be able to use these new capacities. Unfortunately, the worsied
spinning took some time lo establish, as worsted spinning s a very dilficult thing to get
peneteaton that took a fittle bit time as well as we also had the chalienge of Carreman wanlting
to leave Indin and go to China and that for different reasons. 1 have explained this in many
other calls which we had about the story, ete.. but rather than to get in to that past, we can say
that we actually have evolved, learni and through ol of these investments that we made, now
stand {0 be inte a position that is much more stronger for us will much more diverse product
miix at a larger turnover to get back to the ERITDA margin that we used o have in 2010 and

1had remains our focused objective.

And sir obviously so last 3-4 years if you look our revenues have slmost not grown in single
digit from sround Rs. 1,113 crores, for FY 13 currently around Rs. 1,27Dcrares, so now since
everything has been streamlined what kind of revenue growth do you see, now we are entering
territories like Japan and all, where you see good future potential, so can vou just throw some

light on that?

So, this scenario globally for growth at retail remain very grim and this is a challenge but in
situation where there is an oversupply in commodities and commudily prices in general are
falling. purticularly in synthetics the prices seems to fall becouse the prices of crude having
dropped os well as when you see an oversupply siuation of many commadities and a
slowdewn in retail space in India, in the overall textile part with a ot of people having lost
money in ecommerce it was being finded through shareholders who we were puying for a lot
of the shopping, so this situation has made challenging to increase turmover and still make
money, you can increase turnover but not make money. So, increasing with topline has not
been our focus, increasing the bottom line is our focus and this is where we remain very {ix
because whether we improve topline or not, 1 do not know but [ knaw for sure we will improve
the bottom line consistently and this is possible for us because we are doing a lot of innovation
and what we have done in terms of our investment. allows us {o sell products that can

comrmand the premium from customers, even if we produce less,

Got i, 50 sir I assume that the margins certainly which we are seeing would graduaily improve
and will be inching towards 16-17% that is the aim what we ad in FY10-11, so do you think

the prices af crude impact us er it would sot to this extent at this point of time?

No. see | wanted you to understund and for other investors as well because the thing is that
when you look at the {act that we have a higher employce cost than afl our peer group and we
have n higher finance cost than afl our peer group and if you look at the overall expenses that
we have maybe in terms of the everall CAPEX also which has been alsa fairly large and the
turnover being small, yel we manage to get an ERITDA that is 13.5% and so it is anyway we
are in terms of the row material percentage compared o the finished goods product that we are
making, we are gelting o higher margin than others and therefore we are value adding in

compatison to others, We need to value add a little bit more and increase the topline also, both
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are impertant and we are focusing exactly on that because the challenge is in being able to
segment and create new marketing operations, we can still extract value from the customer and
this requires very focused segmented markeling teams and that has been the software challenge
Lo be able 1o rell out those teams, create those praduct lines and have those differentiations and
attract those customers but that is happening now. So, we have always been getting a very
good response from customers and we continue to get (hat aand lot of support from our
customers and they are very encouraging to us because we have innavation and we just have (o
find ways to convert that support inte actual sales in a way that is going to happen by
strearelining our product mix and finding ways to deliver it at a faster response time because
fashion has changed, fashion has become fast fashion and fashion has become one where they

vaiue innavation but they value innovation at speed and drive.

So, even if that kind of growth would have been somewhere 40-30, even if inches up, 1 do not

think at this point of time it is not going to impact us much?
No, in that way we are preily anti fragile, we are robust in that sense.
Our next question is Irom the fine Chitrangda Kapoor of Samilksha Capital. Please go ahead.

Sir | just wanted to understand very interestingly your CAPEX is the past 5 years you have
given u data and your sales in accordance has also inereased by about 2x in the last 3 years, If [
have to look at your long-term, you know, scenario, so lor the next 3 years, how do you view

your company now, where do you want to reach?

Next five years is rather a long horizon in that sense but iet say if you are looking at the
immediate 2 ar 3 years, we want Lo increase of about 10% to 15% every year on our turnover
but we would like o improve the bottom line, much more significantly. So the improvements
could be 40%, 50% improvements in the bottom line and like with the 10% turnover, because
we are thinking of doing more value-added products and at some point within the next 2 to 3
years, we are revolving cur strategy to be overall much more globally present and that means
that we have to look af opportunity that may arise for us in Vietnan, in Ethiopia, in other
countries where we can possibly heve manufacturing bases which can do some of the
specialized products that we malke here so that our customers can gel delivery of those goods at
ditferent locations in the world. Right now, we have one location to deliver goods globally. We
need to have multiple focations. because this is the way the waerld is gelting to be so we wanl fo
be a premium supplier to the best of brands or garments or fabric in a way that allows people
to get value retalers and brands and for that we are providing the products which are going to
fielp thers to be ia the fashion business, so we want to be a key player in that and that could
mean that the turnovers can be really huge bul we have to leverage it with multiple dilferent
operalions not jusl based in Banswara. The growih in Banswara is limited as (he location and

we have lo find new locations and new areas to expand, Banswara has been a great cender for

Page 9 of 19



Chitrangda Kapoor:

Ravindra K Tashniwal:

Chitrangda Kapoor:

Ravindra K Toshniwal:

Chitrangda Kapoor:

Ravindra K Toshniwal:

Chitrangds Kapoor:

Ravindra K Toshniwal:

Chitrangda Kapoor:

Ravindra K Toshniwal:

Chitrangda Kapoor:

Ravindra K Toshniwal:

Chitrangda Kapeor;

Ravindra K Toshaiwal:

Banswara Syntex Ltd.
May 27, 2016

being able to develop different technologies, we have alt of these innavation developed and we

have to scale it up in different locations.

Great. sir follow up on this. Since you have mentioned that most of the CAPEX is already
done, sir il you are looking at a 10% kind of an increase in your wimover going forward for the
next 2 to 3 years that means you are expecting your asset tumns to imgarove o almost 4x

considesing your 4x is calculated based on your 425 CAPEX figure that you have mentioned,

50 is that a correct assumption or arc you planning to do more CAPEX.

No, see we are just deing fittle modemization, not more CAPEX as such, little bit is there but
we are doing about 33 1o 40 creres of iavestments every year, that will continue, buf in terms
of the overall loan we will be repaying back abuul 70 to 80 crores. so we will still be reducing
the debt by about 30 to 40 crores every year.

70 to 84 crores ol debt you witl be reducing every year is that what you said?

It is a repayment, talking about the repayment of the secured creditors.

Okay, so my second question then sir is that on your yarn production, it is currently at 35,000
tons, sir which is as per my caleulation has increased by 5% this year, so any CAPEX done

there,

Na.

Okay, so it is basically efficiency improvement?

Yes, efficiency improvement or even value-added produets.

Okay. so what is the utilization right now of that capacity we have?
Yarn, it will be around 90%, but most mills run at 95% in yarn,
Right, so yeu will have to undergo a CAPEX then going forward?

P mean we have a margin to increase 5%-10% turnover without incressing CAPEX, even in

_\'m'n.
Olaay, sir you have told me the production of tabric, not the capacity of fabric.
Yes, again in capacily terms, we are at this moment ulilizing only about 80% of our capacity in

fabrics and we have still 1 scope Lo go up to 95% Lo $7% utilization and plus there is always

Jjob worl: possible outside for the commodity kind of production.
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Yes, | have noticed some purchases which is there.

So. there is job work which we want to do outside and we want to leverage outside capacities

to be abie to get turnover also.

Sir final question is on your FY16 if'[ fook at your inventory days have actually decreased, so
whal has resulted to that efficiency | mean why has inventory days decreased, it is a
booklkeeping question,

LK, what is your assessment of that.

ftis [rom 100 days it has come down to 83 days.

There are lwo impacts, one is the overall reduction in the inventory that has caused all these,
because in the last quarter alone if you look at there is a reduetion of about 30 crores in the
stock in process and {inished goods,

Finished goods inventory, okay,

So once the inventory reduces, overall inventory days will go dowa definitely.

Understoed but why was there a pile up of the finished zoods inventory in the first place.

Yes this is because of the diversity of our product mix, sometime we are left over with stock.
And sometimes we do have stocks that land up in different diverse product mix lying with us

and so il we leep cleaning up the stock, we will have betler inventory turns,

So this was normal business operation, not a one-ofT that is what you say?

Yes, it is normal and it will continue.

Aboul 83 days is the standard inventery days for you?

It could be better.

Our next question is from the line of Abhishel: Shah of Nirvana Capital. Please go shead.

Yes, 1 have just two questions. One is that tax rate is slightly higher than the 33%, can yaou just

explain that fully for us.

i could nedt [isten the question,
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Tax rate he is saying is higher at 35% compared to the 33% nonmal, so why is our lax rate

higher than others,

You see there are tax implications of direct tax and second is deferred tax linbility, so during
this financial yesr, we have done one rectification and the deferred tax liabifity which used to
be caleulated considering this thermal power plant as temporary di [ference because of the 80-
1A benefit. now that correction has taken place and that accounting has been done. 1T you laok
at the tax percentage of last year or until the last quarter it used to be even higher and all these
corrections that were needed have been done and the tax rate is now around 35% and in future

aiso it will continue to be around 34% to 35% which is the normal tax rate for the companies.
Sure sir and sir what will be the impact of TPP on us if at all.

TPP is basically tor the US buyers and for the one's in the TPI? country 1o trade with each other
and our sales to the US may be about 150 crores altogether but it is such specinlized products
50 they don’t normally get manufactured in the TP countrics. So we do not see an impact to a
farge extent due to TPP but we are exploring opportunities in Vietnam and in Ethiopia and
other places beceuse we see long term growth in the natural fiber business which say wool or
cottors will be {ine 10 be in India and TFP does not have any impact. But in (he synthetic,
TPP's impact will improve and increase as time goes by and the TPP kicks in, that point [or
synthetics we should have locations outside of this country in TPP areas to take advantage of

that.

Okary sir, at some point in the future vou will fook at some capacity outside India,

Carrect, that is just strategic beeause in terms of global supply chain logistics and all of this

protectionist policies that most countries have, it is important to look at that,

Sure, and sir as per the nominal CAPEX is concerned around 35-40 erores you mentioned. If
we Jook at the cash flow, if we just add the process for this year and the depreciation that we
have around 60 odd crores that itself should be mare than sutficient to take care of our CAPEX
next year, so would we make to take any more debt to fund that CAPEX because that is very

normal and small amount of CAPEX compare Lo aur past?

Yes s0 we are nol going Lo take too much I mean it is going 1o be very smail amounts of debt

that we lake, overali there wilt be a reduction in the long term debt continuously.

You see there are two impact; one is if we borrow for the fabric manufacturing and garmenting
business there we get the benefit of TUFs and if we increase Whis capacily Lhen there is an
inlerest equalization rebale as well and considering the fact that we are zetting the finance at a
lower sate il is betler to borrow right now: it we do the CAPEX and borrow for this fabric and

garment business that would be cheaper than utilizing the internal resources for the CAPEX
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and then wtilizing it for the working capital, it s better Lo utilize for (he working capital than to

do utilize that margin money or the earned capital for the fabrie and garment investment.
So reduce the short term borrowing,
Yes that is more benelicial for the company.

Reduce the shori-term borrowing with the retained earnings and lake the long term loan at a

TUT end and tower interest rate.
Our next question is from the line of Deepak Paddar of Sapphire Capital. Please go ahead.

Sir you mentioned that you are looking 1o reduce debt by about 60-63 crores within FY17, so

what kind of interest run rate we are looking at on n quarterly basis?

Actually on these loans the average rale of interest that we are paying is about 8% on these
ferm leans because these are the loans which were borrowed under TUF sa the repayment

would cover 8% annualized cost.

3o basically our net debt as of now stands at abont 540 crores may be at 60 crores if we repay
s0 by year end we would be at about 480 crores kind of a rough cul number. So on an average
if we had sbout 300 crares at 8% would only stand at about 40-50 crores but your interest cost

is much higher than that right at 70 crores,

Yes all these loans are not at the 8% because there are certain working capital borrowings as |
explained is al around rate of interest of 11.3% also. term loans under TUF are around 8% and
the working capital borrowings for export of fabric and garmenl is at around 7.5% but rest of

the things are arcund 11-11.5%,

Okay. so what | was trying to understand is that 17 crores that interest cost we dig in this

quarter s is that the going lorward rale or we can see some decline on that?

1owill decline definilely,

Okury, it will decline, okay sure.

If we can {mprove the credit rating of our company we have a significant advantage to gain in
lerms of the averall inlerest rate and that is our endeavor. We want (o move into a betler rating,

which can be achicved either by petting more equity into the system or by retaining the

earmnings and not borrowing more.
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Right, T understood and my second queslion is on your margins® front dike In this quarter we
had about 13.6% EBITDA margin right, so going forward do you think it is sustainable given

the crude prices are going up and you mentioned that power cosl beneflt also might go down?

Not only is it sustainable it has to be improved and we will do everything possible to imprave
it because we were at 17.1% EBITDA margin iz 2010-11. So we have achieved that with the
same company and there is no reason why we cannot come back to that similar margin. We
undersiand how to do that but we just have to da it at a bigger scale, and | think all of the
directions we are taking and the strategic iniliatives we have (xken hiring the design team, the
marketing teanl, we are sperding a lol of money in the fael that we are paying a very high
employee cost to really develop this market in the way we want to, that will begin to show

results und we will start to improve our EBITDA niargin.
So if you have to identily 2-3 key factors which wouid drive that, what would that ba?

Being in the business of fashion and altowing your customers lo make money, if you allow
your eustomers lo make money and give them innovative products that they can sell al higher
prices they will pay you. I mean if there is nobody wha pays you they do not imake money out
of you, but we fortunately have the innovation 1o be able 1o give them that space, and that is
what we want to exploit, it is not just about us buying the cheap commodity and therefore
riding the commodity cycle, but it is that we are in the space of being able Lo continuously
learn and innovate because we have the customers all over the world and a globsl experience
of knowing where trends are going and then positioning our products to deliver the value that

the customers need.
Right but it would ot be casy to increase prices with these customers?

Well T mean you see, when you talk abowt innovation, innovation is alsc cost innovation, You
have to do innovation and priee as this because everybody it a retail space will look at a
multiplier and s0 we worlk backwards from the multiplier and then we engineer the preduct 1o
be at the cost price the custormer wants but yet lo deliver the kind of fashion contest or esthelic

thal {he customer needs. That is the skill sel we have developed.

Our next question is from the Jine of Kalpesh Melita of KSM securities. Please go ahead.

I would like Lo ask that as you said globally the trend is more of garmen! making as compared
to fabric and yarn production. What is our campany’s vision (o have garment turnover as a

percentage of the total turnover in next 3-5 years’ time?

Yes, but we were little bil disappointed this year with our garment results because the garment
growth that we were expecting did not happen and it happened in exports but it did not happen

domestically, In fact, domestically if you compare our garment exporls last year to this year,
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last year we did 122 croves and this year it was about 99crores. We dropped our garment
exports by about 23 erores, and this was primarily because the domestic brands in India went
through 1his terrible cycle because of E-commerce and also the mpsket was changing quite
dramatically in Indin and the whole retail scenario in India is still just evolving and
consolidating. 1t is not yet consolidated in a very goad way, 50 we have now undersiood what
i takes in terms of growing in exports, in exporls we actually grew and we increased the
turnover by about 15 crores or so aboutl 108 erores went to 115crores, but overall because we
lost 22 crores in the gamment space in the domeslic we did not growy, Othenwvise we see about a
25% yeur-on-year growth in the garment space which we were achieving und this year we
think we will get back there and we will want to continue to make investments in garments, we
will also wanl to continue 1o have strategic supply chain parinerships with garment makers so
that we ean supply the fabric and then advise our clients who are retailers or brands who use
different garment makers and have the supply chain management control for them. We come
right [rom the yarn 1o the fabric to the garment and we bring lot of capability in terms of how
they can use our skill sets 1o be able to develop fashion and we can suggest to take our yamn,
use this weaving, finish it there and make the garment there and you will be fine. And we
increase value-added yamn sales in that case or we are siying take our fabric, make the garment
there, we do not actually huve to make the investments in all areas. We can increase value

addition in yarn,

We have not begun to report segmental EBIDTA margins as vet because we would sec that we
will have to be transparent about it in the fulure, we are considering how we will reveal those
numbers because it i3 all mixed up in our accounting right now. Butl we want to censider that
possibility because we think that we have a large strength in our yarn business and our
EBITDA margins in yarn are probably better than most yarn companies, but we have not yet
revealed those figures out right and when we look at our fabric EBITDA margins our cost
structures in fabric is high right now but the overall EBITDA margins can be interesting and
will evolve and contimuie to improve and if we ook purely at CMT point of view from the
garment you would not get the valve, because CMT does not make that kind of EBITDA
margin. But we are able to s1ill make the margin but we have Lo then consider what is the
transler price o the garments division and then if the fabric transfer price to the garment
division is something which gives the normal Fabrie profitability then the parment division will
muke a lot of money. So those are the issues which we have to grapple with but essentially
talking about the overall EBITDA margin, the overall EBITDA margin will continue 1o

imprave, hecause we have many ways Lo push this.

So now as you said you have a design cenler in Frunce and you have been focusing on
innovation. So the innovation and all this design center is towards the garment business or it is

towards the other segment of (he business also?

We atways look at everything from a ganment perspective and o retail perspeclive. But then it

goes backwards, for this retnil rend what should be the yarn that suppors it. What will be the
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labric that supports it, what should be the lead time and what should be the supply chain. And
then we have (o position that at the varn stage, what innavation we need, whal fabric

innovation we need and then what garment growth can be antieipated or partnerships made.
Our next question is from the line of Chitrangda Kapoor of Samiksha Capitat. Please go ahead,

Sir, I have a follow up on this fabric division you mention that right now the capacily
utilizution is about 80%, correct, so that means about a 3.75 million meters is being

manufactured per month.
Finished per month yes but weaving is less.

Correct me if I am wrong, because my caleulations suggest that from 5 million metric melers

of fabric production capacity in a month,

That is a process house capacity you are talking about, we have 5 million melers every month
processing capacity, when Mr. Toshniwal was saying he was talking about the weaving
capacity.

Olkay so processing capacily is separate [rom this weaving capacity.

Processing capacity in our company is higher than the weaving capacity.

And processing capacity we atilize it for [ mean [ am sorry i you can just explain me that?

At this moment we are ever doing some job finishing for others. So if we were to use that

capacily for ourselves for more value-added products that is a simple way to increase tumover.
Olkay. sir you doing job: finishing for certain clients whicl you have mentioned in your slide?

No, job lnishing we are doing for other people who need cxtra finishing eapacity of the kind

and quality that we con deliver,

Sir, how do you monetize that?

That only goes into finishing charges. That comes as job wouk finishing charges for (he
finishing house, bul suppose that product was being bought by us and sold by us it would come
as turnover increase fur the entire fabric, Okay, so that is lilke gelting labor charges.

Okay this is contractual in nature than would probably every year.

I have 1o answer your question Chitrangda the mair issue is like if you are talking abaut

CAPEX you are worried about how much investment we need to be able to increase gur
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turnover in CAPEX, we do not need a lot beeause we have a [ot of capacity stifl availabie in

the whole fabric division.
Okay so this 80% is already utilized.

80% is already utilized but the question is what is it utilized doing anc how much of that 80%

we can sub-contract outside and increase valuc-added sales inside.
Okay so how nwich is that sub-contracting that you do eutside currently,

At this moment we have started doing something, but we are going to increase that sub-

contracling and we are going to increase the amount of value-ndded inside.

So if you can quantily as a percentage of your production how much is the Jjob work that you

abserves?

It is seasonal, it is month to month it varies and it is difficult for me to quantify, that depends

on the requirement.

Is it okay if ! take it oflline with you ther with this because 1 need 1o really understand this

CAPEX sir {or all the scgments.
What is your intension behind understanding this in more detail.

My intension behind is that 1 want to model it into my financia) model and we have some

investment in your company already, it is a small fund that we have,

Olkay {ine, so you can lalk to J K separately on,

Yes, | um always there we can discuss.

Next question is from the fine of Gaurav Goel from BQS Advisors. Please go ahead.

How much of your turmover is commeodity and how much of it is value-added and what is the

ideal mix which you would target, practically or theoretically.

That is a good question and T do not have a numbers answer far it, may be JK does. But
continuously | strive and ask that question to each of cur divisions whether it is yarn, whether
it is fabric or whether it is garments, What percentage of inerease can you deliver to me in
value added goods and we pre aiways looking out for that part and that is the only way we see
ol being able (o increase the EBITDA margin in the market which is very dilficult, because we

increase it only through the commodity part of the business it still will not deliver a better
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EBITDA margin right so the numbers | will aslk JIC to quantily and may be if he has those he

can share it now or he can share it with you later.

We can wait here because that could require some better understanding on what we call as
commodity and what we call as value added in that and then I refine these data and we will

send it to them.

Mr. Goel to answer your question in a different way we could say like for example if we are
saying we want to achieve an overall EBITDA of 17% lel say, so we would call value added
anything that is more than 15% margin in yarn or an EBITDA of more than 17% in fabric or
an EBITDA of more than 20% in garment and then we could define what percentage of cach

of the segments we are achieving with value-added and which not.

Yes, | mean il you can put that is a slide or you can share that could be great at least it would
help us. Just gel in touch with s, because 1 think what vou are irying te say is that cvery year

passing by your gross margin will increase that is whal our intention in this, so if you could

just quantify this in a slide or samewhere, and sir.

Yes, pood suggestion, we wiil iry and do thal.

I do not know whether that is possible but il you could rank say in lerms of EBITDA marging
all the lour segments which would be the highest could be recognized something like that or it

depcnds o the ramp up and flor you it is not done,

It is kind of challenging doing that in eur company bul we will work on it and come back with

what we can be transparently sharing and which will still be accurate.

And when you foresee the next level of growth wherein you might again need 1o do some
CAPEX, do you have a profitability figure in your mind that will stay Lo reach 17% kind of
EBITDA margin go and again match or is it based on revenue what is thal would, what is the

threshold that you would again think of investing into the business again and not deleveraging.

So we will wait for our net profitability to reach almost about 60 or 70 crores and then think of

larger products,
And by when do you think this is possibie?

You know this is anybedy’s game, but we are going fo try to make it happen os soon as

possible. May be couple of years, may be 3 years.

Iwould like to hand aver the conference to the management for their closing comments.
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Olkay, thank you everyone for listening in and for alt your questions. It always helps us to get
your questions and makes us think harder about what we need to do. 1 take this opportunily to
thanic everyone. 1 hope we have been ubie to address all your queries and some of them we will
need to come back Lo you. We have slarted to see the resulls of our strategy to focus on higher
value-added fabric and garments and yarn and the past few quarters begin 1o show some [ruil.
But we do believe that the efforts are yet to show their full potential only in the coming years.
For any further information please get in fouch with Mr, 1K, Jain or me or with the SGA

Group, our invesior and relations advisors. Thank you all.
Thanks a lot, thask you everyone,

Thank you on behalf of Banswara Syntex Limiled that concludes this conference, thank you

for joining us and you may now discennect your lines.
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