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Nifty Vardhman Textiles

One year Price Chart 

Vardhman textiles Ltd (erstwhile Mahavir Spinning), a large textile conglomerate 

with a presence across the textile value chain, was incorporated in 1973. The 

company and its subsidiaries have 20 manufacturing facilities across India and 

employ ~25,000 people. The group has one of the largest spinning capacity in 

India (9, 60,000 spindles including 4,488 rotors) and is among the largest 

domestic yarn producers with a market share of 3.5%. Vardhman Textiles is one 

of the leading manufacturer & exporter of cotton yarn in India and one of the 

leading producers of sewing threads and hand knitting yarn in India. The 

company has ~60% of total income coming from yarn products; within the yarn 

products the focus is on non-commoditized products. 

 

Investor’s Rationale  

 Having benefitted from strong export demand and capacity expansion, 

Vardhman textiles recorded a top-line CAGR of ~15.8% during FY’09-FY’14 driven 

by healthy growth in the Yarn and Fabric business.  While the management accepts 

that FY’14 was an exceptional year, it has guided for relatively subdued growth 

over the short to medium term. We thereby expect revenues to grow by ~16% in 

FY’15E. 
 

 The company showcased a robust performance in FY’14 with a triple digit 

growth in its net profit at `6,518.8 mn, up by 101.4% YoY backed by a rise in other 

income by 41.2% YoY to `105.2 mn. Net sales registered a decent increase by 

24.32% YoY at `52,253.7 mn driven by a 38.4% and 20.5% YoY rise in revenue from 

its Fabric and Yarn businesses, respectively. Going forward, we expect the 

company’s yarn segment to witness lower growth due to reduction in exports, 

while the fabric segment is likely to continue to grow owing to growing demand for 

processed fabric. 
 

 Despite of the fact that the neighboring countries such as China, Pakistan 

and Bangladesh are facing structural challenges, which has hit the textile 

companies’ export competitiveness, Vardhman Textiles remains optimistic for 

continuing growth in demand in FY’15 considering the fact that the US economy is 

on a revival mode, which could boost Indian exports to that country. Moreover, 

exports to Europe have also been rising which could receive a further boost if the 

India-EU free trade agreement is signed, which is currently under negotiation. 
 

 Despite the ongoing capex over the years, the company has managed to 

bring down the debt/equity ratio. The fact that the company has curtailed the 

debt/equity ratio is commendable considering the capital intensive nature of the 

business. Over the next two to three years, the company has not announced any 

significant capex. We, therefore expect the cash to be used to retire debt. This will 

also aid the company to improve the normalised return ratios, going forward. 

 

 

    

Rating BUY 

CMP (`) 373.2 

Target (`) 440 

Potential Upside ~18% 

Duration Long Term 

Face Value (`) 10.0 

52 week H/L (`) 425.0/243.0 

Adj. all time High (`) 414.6 

Decline from 52WH (%) 12.2 

Rise from 52WL (%) 53.6 

Beta 0.4 

Mkt. Cap (`bn) 23.3 

Enterprise Value (`bn) 31.320 

 

Promoters 61.8 61.8 - 

FII 7.8 6.6 1.2 

DII 15.6 17.2 (1.6) 

Others 14.8 14.4 0.4 

 

Shareholding Pattern 

 

Mar’14 Dec’13 Diff. 

 

Market Data 

Y/E  FY13A FY14A FY15E FY16E 

Revenue (`bn) 49.7 62.4 72.4 82.5 

22.4 EBITDA (`bn) 9.7 15.4 17.1 19.4 

Net Profit (`bn) 3.6 7.2 7.8 9.3 

Adj EPS (`)  57.0   114.9   125.4   149.5  

P/E (x)  6.5   3.2   3.0   2.5  

P/BV (x)  0.9   0.7   0.6   0.5  

EV/EBITDA (x)  4.9   3.1   2.6   2.3  

ROCE (%) 13.9 20.4 20.5 21.8 

ROE (%) 14.2 22.9 20.4 20.6 

     

 

Fiscal Year Ended 

 
May 30, 2014 
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Vardhman Textiles Ltd - one of the largest listed, integrated textile 

manufacturing companies in India  
 

Vardhman textiles Ltd, one of the leading textile companies in India, is a part of Vardhman 

Group. Having a revenue of `52.3 bn (as in March 2014), the company is one of the pioneers in 

textile industry with operations in six segments, namely, yarn, sewing thread, steel, fabric, fibre 

and garments. Vardhman Textiles has over 24 manufacturing facilities in five states across India. 

It offers a range of specialized greige and dyed yarns in cotton, polyester, acrylic and varieties of 

blends. 
 

Vardhman Textiles enjoys a strong presence in markets like the EEC, Canada, China, Japan, 

Korea, Mexico, Brazil, Mauritius and Middle East and exports its products to more than 25 

countries. Also, the company is a preferred supplier to global garment makers like Tommy 

Hifiger, Esprit, Gap (including brands such as Old Navy), Zara, H&M, Mango, Benetton and 

Arrow. 
 

Driven by improved business and consumer sentiment globally, India’s leading textile 

conglomerate Vardhman Textiles continued its remarkable financial performance in the year 

ended March 2014. The company showcased a healthy performance as it posted the highest 

ever net profit during the financial year, registering a triple digit growth of 101.4% YoY at `3.2 

bn. Revenue from the company witnessed a 24.2% YoY increase and stood at `52.3 bn. EBITDA 

showed a growth of 50.2% at `13.1 bn during the year. 
 

Looking forward to cater to its ever increasing customer base, the company is expanding its 

existing spinning capacities with installation of additional spindles at Budhni and Satlapur. Apart 

from these expansions, the company continues to modernize its capacities, as and when 

required. The company is also focusing on process improvements, diversification of products, 

rationalization of costs, improving efficiencies and building a strong customer base. 

 

 

 

 

Vardhman textiles is one of 

the pioneers in textile 

industry with operations in 

six segments, namely, yarn, 

sewing thread, steel, fabric, 

fibre and garments. 

 

The company is a preferred 

supplier to global garment 

makers like Tommy Hifiger, 

Esprit, Gap (including brands 

such as Old Navy), Zara, 

H&M, Mango, Benetton and 

Arrow. 

 

Vardhman Textiles posted 

highest ever revenue in FY’14 

at `3.2 bn, reflecting a 

101.4% YoY increase. 

 

 

 

 

Business Overview 

Vardhman Textiles Ltd 

Vardhman 

Textile’s stake 

Vardhman Yarns and 

Threads Ltd (VYTL) 

Vardhman Acrylics 

Limited (VAL) 

VMT Spinning Co. 

Limited (VMT) 

VSS Ltd VNG Co. Ltd. 

Business 

Collaborations 

Market Status 

51% 

RMG / Industrial / 

Speciality Threads 

A&E, USA 

Unlisted 

69% 

Acrylic Staple Fibre 

- 

Listed on NSE  

73% 

Unlisted 

100% Cotton Yarn 

Marubeni & Toho 

Rayon, Japan 

31% 51% 

Special Steels Garments 

- Nisshinbo, Japan 

Listed on BSE & NSE Unlisted 



 

 

 
  

Revenue to grow by ~16% in FY’15E, on expectations of lower exports 

 

Net profit surged 101.4% YoY, while revenue grew by 24.2% YoY: The integrated textile 

manufacturer witnessed a substantial increase in its net profit by 101.4% YoY to `6,518.8 mn 

for the year ended March 2014 as against `3,237.2 mn in the corresponding period a year ago 

driven primarily by a 41.2% YoY rise in other income at `105.2 mn during the period.  
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FY'09 FY'10 FY'11 FY'12 FY'13 FY'14

Yarn Fabric

in `mn Q4FY’14 Q4FY’13 YoY (%) FY’14 FY’13 YoY (%) 

Net Revenue 12,922.0 11,463.3 12.7 52,253.7 42,071.6 24.2 

EBITDA 3,355.8 2,682.8 25.1 13,148.2 8,755.9 50.2 

EBITDA Margin (%) 26.0 23.4 257bps 25.2 20.8 435bps 

Other Income - -  - 105.2 74.5 41.2 

Depreciation 854.8 630.5 35.6 2,941.3 2,538.6 15.9 

Interest 442.8 428.7 3.3 1,518.3 1,743.5 (12.9) 

PBT 2,058.2 1,623.6 26.8 8,793.8 4,548.3 93.3 

Tax 515.0 471.1 9.3 2,275.0 1,311.1 73.5 

PAT 1,543.2 1,152.5 33.9 6,518.8 3,237.2 101.4 

PAT Margin % 11.9 10.1 189bps 12.5 7.7 478bps 

EPS (`) 24.3 18.1 33.9 102.4 50.9 101.4 

 

Witnessed a robust performance in FY’14; net profit surged 101.4% YoY 

 

 

Net sales registered a 24.2% YoY rise at `52,253.7 mn as against `42,071.6 mn in the same 

period a year earlier. This was mainly on account of a strong performance by the company on 

segment front as revenue from its Fabric business and Yarn business grew by 38.4% and 20.5% 

YoY to `19,431.8 mn and `43,347.4 mn respectively. 

 

 

 

During FY’14, net Profit grew 

massively by 101.4% YoY on the 

back of higher other income. 

Revenue grew by 24.32% YoY 

led by Fabric business. 

Segment revenue Trend  Revenue Mix 
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Revenue from its Fabric 

business grew by 38.4% YoY to 

`19,431.8 mn in FY’14. 
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The company exported ~40-50% 

of yarn to China in the financial 

year ended March 2014, making 

it the largest consumer and 

importer of yarn in the fiscal. 

 

EBITDA margin expanded by 435bps YoY on lower raw material cost and higher exports: 

There has been a spurt in margins over the corresponding period last year essentially due to 

favourable conditions both in respect of availability of raw material at reasonable cost and 

the rise of exports to China from India. EBITDA margin grew by 435bps YoY to 25.2% in FY’14 

as against 20.8% in FY’13. It was reported that raw material cost declined significantly by 

175bps YoY to 48.1% from 49.8% in FY’13. Power&Fuel cost as well as employee cost also 

declined by 60bps and 25bps YoY to 10.4% and 6.1% from 11.0% and 6.4%, respectively. The 

company exported ~40-50% of yarn to China in FY’14, showing a robust growth in exports to 

China by the company. 
 

Owing to the healthy demand for processed fabric, we expect the fabric segments margin 

to be maintained, however, spinning segment is likely to witness a decline in margins as 

the share of exports may reduce due to unfavorable Chinese policy change. 

 
 

Showcased decent numbers in Q4FY’14 : During the quarter ended March 2014, the 

company showcased a decent performance with 33.9% YoY increase in net profit at `1,543.2 

mn against `1,152.5 mn in the same period a year ago. Net sales for the company grew by 

12.7% YoY to `12,922.0 mn on the back of growth in revenue from its Fabric business by 

28.4% YoY to `5196.6 mn from `4046.4 mn. 
 

Going forward, we expect the revenue to grow by ~16% in FY’15E as the unfavourable 

Chinese policy will have a little impact on the company’s exports.  Net profit is expected to 

grow by ~9% in FY’15E and by ~19% in FY’16E, respectively. 
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Vardhman remains hopeful to come out of the seasonal drop in exports 

caused by unfavourable Chinese Policy 
 

Vardhman Textiles has woven its best performance in FY’14 driven by higher margins in 

exports of yarn to China along with other favourable factors like devaluation of the rupee 

and increase in demand in the domestic market. The company exported ~40-50% of yarn to 

China in the financial year ended March 2014, making it the largest consumer and importer 

of yarn in the fiscal. 

 

 

 

EBITDA margin grew by 

435bps YoY to 25.2% in FY’14 

as against 20.8% in FY’13 led 

by favourable conditions i.e. 

availability of raw material at 

reasonable cost and rise of 

exports to China from India. 

 

Going forward, we expect the 

revenue to grow by ~16% in 

FY’15E as the unfavourable 

Chinese policy will have a little 

impact on the company’s 

exports.  Net profit is expected 

to grow by ~9% in FY’15E and 

by ~19% in FY’16E, 

respectively. 

Fabric business performed well; revenue grew by 28.4% YoY 
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The cotton-spinning companies in China are currently unprofitable as a result of a 

contraction in overseas demand. In addition, China's cotton spinning mills now face high 

taxation as well as financing difficulties. In April 2014, China has reduced its cotton yarn 

import volumes from India, which has put Indian yarn exporters like Vardhman Textiles 

under pressure. The recent step taken by Chinese government to cut down its spinning 

capacity could have a significant impact on the company as it can result in squeeze in 

margins in yarn exports in FY’15.  
 

However, the management seems confident that the revenue will not get impacted as most 

of the buyers in China are long term clients. Moreover, we believe that there is no reason 

for the company to worry about a drop in exports as it will only be a seasonal drop and will 

improve soon.  

 

Full benefits of capacity expansion to accrue  
 

Vardhman Textiles has spent ~`22 bn towards capacity expansion over the last five years 

from FY’09 to FY’14. During the period, the company has almost doubled the number of 

spindles to reach over 1 mn and added over 400 looms. During FY’14, Vardhman added 

20,000 spindles and 200 looms. It has also completed the expansion of the processing house 

in FY’13. As of now, all the announced capacity expansion is complete and the full benefits 

of the same will accrue in FY’15E. 
 

While the capacity expansion work has been completed over the last few years, the 

company is now looking at consolidating its position. We expect an increase in profitability 

going forward, as the company is likely to benefit from expanded capacities. 

 

Comfortable leverage; situation likely to further improve 
 

Despite the ongoing capacity expansion, Vardhman has managed to curtail the debt/equity 

which is a commendable achievement considering that the textile space, especially spinning, 

is a capital intensive business. Some of its peers in the same business have high debt, which 

further impacts profitability. Vardhman has not announced any major capex. Hence, we 

expect debt levels to further reduce. We expect the debt/equity to fall significantly by FY16E 

(unless the company announces new expansion plans). This will also aid in improvement of 

return ratios, going forward. 

 

Industry outlook augurs well for the company 
 

Indian textile industry which contributes ~14% to industrial production, 4% to the country’s 

GDP and 17% to exports earnings is expected to grow by a CAGR of 10% to USD 31 bn by 

2020, as per India Brand Equity Foundation (IBEF). The industry has shown a strong growth, 

sustained by robust domestic consumption and it plays a vital role through its contribution 

to industrial output, employment generation, and the export earnings of the country.  
 

Looking at the investment front, Indian textile industry is an emerging area for investments 

with good growth opportunities and has witnessed a spurt in investments over the past five 

years. The industry (including dyed and printed) attracted foreign direct investments (FDI) 

worth `64.28 bn (USD 1.03 bn) during April 2000 to November 2013. Also, due to policy 

measures initiated by the Government in the recent past, the Indian textiles industry is in a 

stronger position than it was in the last six decades. The industry which was growing at 3-4% 

during the last six decades has now accelerated to an annual growth rate of 8-9% in value 

terms. 

 

 

The management seems 

confident that the revenue will 

not get impacted as most of the 

buyers in China are long term 

clients. 

 

 

 

 

 

 

 

While the capacity expansion 

work has been completed over 

the last few years, the company 

is now looking at consolidating 

its position. We expect an 

increase in profitability going 

forward, as the company is likely 

to benefit from expanded 

capacities. 

 

 

 

We expect the debt/equity to 

fall from 1.0x in FY14 to 0.5x by 

FY16E (unless the company 

announces new expansion 

plans). This will also aid in 

improvement of return ratios, 

going forward. 

 

The Indian textile industry which 

was growing at 3-4% during the 

last six decades has now 

accelerated to an annual growth 

rate of 8-9% in value terms. 

 

 

 

 

 



 

 

 

  

 

 

The Government has also allowed 100% FDI in the sector through the automatic route and in 

the 12
th

 Five Year Plan (2012-17), the government plans to spend USD 9.1 bn on textiles as 

against USD 4 bn in the 11th Plan. With the increase in investments coupled with the 

positive initiatives taken by the government, and the positivity observed by the textile 

sector, we remain bullish on Vardhman textiles. Since the company possesses a leadership 

position in the market, we believe that the above mentioned developments will further 

enhance its market share in the domestic market. 

 

Key Concerns  
 

 The textile business, like other businesses, is susceptible to various risks. The primary 

risk factor is raw material prices, mainly cotton, which is the largest component of 

cost. Since cotton is an agriculture produce, it suffers from climatic volatility in the 

major cotton producing countries. This in turn creates uncertainties for textile 

manufacturers. 
 

 The availability of good quality power at reasonable prices is critical for sustainability 

of the industry. Cost of power has been increasing continuously adding to input cost 

pressure in the industry. 
 

 The non-availability of skilled manpower along with high labour cost prevailing in the 

country is a concern for textile industry. 
 

 Imports of technicals and raw materials bring the risk of foreign exchange rate 

fluctuations. This can also impact the revenues in future. 
 

 Withdrawal or dilution of Textile upgradation fund could lead to higher cost of 

borrowings and issues in getting more debt. 
 

However, the company is making all efforts to cope up with the challenges through 

continuous cost reduction, process improvements, diversification of products, 

rationalization of costs, training the workforce on the continued basis, improving 

efficiencies and creating a strong customer oriented approach. 

 

 

 

 

 

With the increase in 

investments, the positive 

initiatives taken by the 

government, and the positivity 

observed by the textile sector, 

we remain positive on 

Vardhman Textiles. 

 

 

 

 

The company is making all 

efforts to cope up with the 

challenges through continuous 

cost reduction, process 

improvements, diversification 

of products, rationalization of 

costs, training the workforce on 

the continued basis, improving 

efficiencies and creating a 

strong customer oriented 

approach. 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Y/E (`mn) FY13A FY14A FY15E FY16E 

Equity Capital 625.2  625.2  625.2  625.2  

Minority interest 3,554.8  3,963.5  3,963.5  3,963.5  

Reserve and 

surplus 
24,439.6  30,695.0  37,847.7  44,660.0  

Total Long term 

debt 
21,101.1  20,677.1  18,633.2  16,795.6  

Deferred tax 

liabilities 
2,552.1  2,924.0  2,924.0  2,924.0  

Long term 

provisions 
60.3  60.2  60.2  60.2  

Current liabilities 15,554.1  19,702.7  19,032.5  18,275.8  

Total Equity & 

Liability 
67,887.2  78,647.7  83,086.3  87,304.3  

Fixed Assets 29,145.5  32,349.8  33,967.3  35,665.7  

Non-current 

Investments 
1,095.2  3,714.3  1,485.7  1,485.7  

Goodwill 29.3  132.6  132.6  132.6  

Long term loans 

& advances 
1,469.5  874.3  874.3  874.3  

Other non-

current assets 
500.3  302.9  302.9  302.9  

Current assets 35,647.3  41,273.8  46,323.5  48,843.1  

Total Assets 67,887.2  78,647.7  83,086.3  87,304.3  

 

Y/E (`mn) FY13A FY14A FY15E FY16E 

Total Income 49,720.7 62,403.5 72,388.1 82,522.4 

Operating 

Expense 
39,974.4 47,031.8 55,267.1 63,143.3 

EBITDA 9,746.3 15,371.7 17,121.0 19,379.1 

Depreciation 2,953.1 3,354.8 3,992.2 4,311.6 

EBIT 7,298.8 12,016.9 13,128.8 15,067.5 

Interest 1,770.9 1,511.2 1,254.3 1,041.1 

Other income 505.5 0.0 0.0 0.0 

Profit Before 

Tax 
5,527.8 10,505.7 11,874.5 14,026.4 

Tax 1,682.2 2,821.0 3,562.3 4,207.9 

PAT 3,845.6 7,684.7 8,312.1 9,818.5 

MI/Share of 

Profit & Loss of 

Associates 

281.8 442.2 471.7 471.7 

Net Profit 3,563.8 7,183.5 7,840.4 9,346.8 

 

Y/E    FY13A FY14A FY15E FY16E 

EBITDA Margin (%)  19.6   24.6   23.7   23.5  

EBIT Margin (%)  14.7   19.3   18.1   18.3  

NPM (%)  7.2   11.5   10.8   11.3  

ROCE (%) 13.9 20.4 20.5 21.8 

ROE (%) 14.2 22.9 20.4 20.6 

EPS (`)  57.0   114.9   125.4   149.5  

P/E (x)  6.5   3.2   3.0   2.5  

BVPS (`)  400.9   501.0   615.4   724.3  

P/BVPS (x)  0.9   0.7   0.6   0.5  

EV/Operating Income (x)  4.6   3.1   2.6   2.3  

EV/EBITDA (x)  4.9   3.1   2.6   2.3  

 

Key Ratios (Consolidated) 

Profit & Loss Account (Consolidated) 

 

Balance Sheet (Consolidated) 

 

Valuation and view 

Vardhman Textiles registered an exceptionally well 

performance in FY’14 with strong top-line and bottomline 

growth supported by strong exports. While the same is unlikely 

to continue, we remain positive on Vardhman Textiles owing to 

the strong balance sheet and its leadership position in the 

market. Further, with the completion of capacity expansion by 

the company, the benefits are likely to accrue in the coming 

year. Hence, we believe that in the near term, we will see 

further improvement in the company’s profitability. 

At a current market price (CMP) of `373.2, the stock trades at 

2.6x FY15E and of 2.3x FY16E, EV/EBITDA. We recommend 

‘BUY’ with a target price of `440.0, which implies potential 

upside of ~18% to the CMP from long term (1 year) 

perspective. 
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