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Ladies and gentlemen, good day and welcome 1o Banswara Syntex Limited Q3 & 9M
FY2022 Eamings Conference Call. This conference call may conlain Torward-looking
statements about the company which are based on the beliefs, opinions and expectations of
the company as on date of this call. These statements are not guarantecs ol [nfure
performance and involve risks and uncertaintics that are difficult to predict. As a remindet,
all participant fines will be in the listen-only mode and there will be an apportunity for you
lo ask questions afier the presentation concludes. Should you need assistance during the
conference call, pieasc signal an operator by pressing ™% then “07 on your touchlone
phone. Picase note that this conference is being recorded. I now hand the conderence over o
Mr. Ravi Toshniwal — Managing Director of Ranswara Syntex Limited. Thank you and

over to you, Sir.

Thank you. Good afternoon ¢vervene, and welcome afler a long time 10 our Q3 & 9M
FY2022 Earnings Conference Call for Banswara Syntex Limited. | wish that each one of
you and your families are healthy and if you have been through the omicren third wave,

kave recovered guickly without any significant health problems.

i am joined on the call by SGA, our Investor Relations Advisors and 1 hope everyone has
had a chance to go through our updated investor presentation which we uploaded on the

exchange and also on our company websiic.

For the benefit of the audience who are joining our earnings call for the first time, 1 would
like to give you a quick overview of the company followed with a review of the inancial

performance during the quarter and the nine months of the current financial year.

Banswara Syntex is a verlically integrated tfextile company which started in 1977
specializing in three focus areas, The production of yarn - synthetic yarn & poly wool yarn,
fabric and ready-made garments. Our focus has always been on the dress up clothing and on
more vafue-added suiting. Over the years, we have foraved inte many markets in over 50
countrics for exports including the US, UK, Canada, Spain, the developed ceuntries in
ILurope, Germany, lapan, France, UAE and Turkey. We have abways been a product

oriented company with innovation as an inporiant ingredient of our offering,

We have diversified our offerings in textiles looking to the changing choices and the market
conditions. In this respect, we have moved from dress-up clothing to a little more smart
casual and offerings which are based on the fact that a lot of people now are working from

home and require whal is calied as more comloriable clothing. And in spite of our not being
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primarily in the cotlon sector, we have been able 1o achieve within the man-made and poly

wool business a more relevant offering for the present times,

Further we also expanded our echnical fabrics, making automotive fabrics and other
technical fabrics, which are being supplied to the government in defense, Due to a varied
and highly specialized product range, we are able (o service a few very good customers in
1he demestic and international fashion brands and we are also integrating aulomation into
our process as well as SAP software and all latest technologies in our factories 1o produce

the high quality product and ensure speed and reliability for our customars.

Coming 1o the financial and operational performance of the company, this year has been
definitely betier for us, We saw that the third quarter is more or less similar {o our second
quarter. We were expecting fo be betler, but there has been pressure on this operating
margin due (o a substantial increase in our power and fitel cost. This increased by almost

3.5 Crores aver the last quarter.

For the period of nine months ended December 2021, we have been able to inerease our
capacity utilization across all of cur three key segments - yarn, fabric, and garments, Our
production of fabrics and garments increased by 74% YoY and 121% YoV respectively in

OM FY2022 as compared 10 9M Y2021,

Qur total revenues have increased by 34% year-on-year in the nine months of Y2022 to
Rs.833.8 Crores. Our EBITDA has increased by 66.2% year-on-year o Rs.87.6 Crores,
This is primarily due to our higher margins in the garment and fabric business. The current
EBITDA is at about 10.5% of our turnover, The increase in the business ol labric and
garment has helped to partially negate the high impact of our increase in power and tael

cost, which increased significantly in this quarter.

The PAT for nine months FY2022 stoad at Rs.27.3 Crores as against a 10ss of 2.9 Crores in
the nine months of FY2021. For Q3 FY2022, proportion of the value added business, which
includes fabric and garments, has increased to 49% of the total sales as compared to 47% in

Q2 FY2022.

Al presend if vou look at the nine months altogether, we are about 47% of our sales in fabric
and garment and 33% of our sales in yam. The demand from exporl market increased
marginalty during the current quarter. We were expecting a much higher demand however

the third wave dampened that demand from the export (o an extent in Europe and USA,
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The share of exports increased (o 44% in guarter three FY2022 from 40% in quarter two
FY2022; however our EBITDA margins were impacted as mentioned earlier due to the
power and fuel cost. This has been mainty due 1o the coal prices rising exorbitantly. The
PAT for the quarter stood ot Rs 12.2 Crores as against Rs LE7 Crores in the previous

quarfer.

Now coming specifically to this increase in the power and fuel cost. We have a peculiar
situation in that, We are forced o use our own thermal power plant and penergte wp (o
300,000 units internally due 1o the connection that we have from the Rajasthan State
Electricity Board being a 33 KVA connection on a rural feeder and the quality of power not
being stable cnough in that connection. This feads o us having 1o rely on our own
generation of a consistent cnergy through the thermal power, and this was something that
we have been forced (o use and not switch off our power and revert to the state electricity
board until we get a ling which is better and this work is alrcady on and we hope that soon
we will have consistent power available through RSER: however this will take time as the

fine is being worked upon.

In the last quarter how due to the runaway coal prices we had an increase of Rs 13,5 Crores
i power cost alone and in fact, afler this increase also we have been able 10 achieve similar

profits in this quarter, which means that our operating margin was much better.

For your information, traditionally in the past, Banswara has been doing almost 58% of its
turnover in fabric and garments in FY18 & FY19, And so also in FY20, we did 58% of our
turnover in fabric and garments whereas at this moment we are at 47%. So we still have a
gap of almost 10% to 11% from our normal segmental revenue that we get in fabrics and
garments as the fabrics and garments revenue has not increased as much due (o our being in

the formal clothing sector prinvarily.

We believe that the market however continues 1o be good and increased cost to an exten
are being passed on. We arc hopeful that with some coal prices stabilizing the power and
fuel cost will correet sooner or we will move to the RSEB power as soon as the connection
is stabilized. Going shead, we are confident on the industry growth and we believe that
Banswara is best placed to caplure a large pie of the opporlunity arising when (he latent
demand for dress-up clothing is addressed. People are coming back to social gatherings, the
marriages are increasing, ceremonial clothing is back in demand, and we see that the order
book position remains good and the business sentiment and business oullook remains

positive both in the domestic and export markets.
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We have never wavered from our beliel in the kind of fabrics and garments that we produce
and our yarn quality that supports it. The yarn business is experiencing a very, very good
buoyant demand at the moment; however it seems that the fabric and the garment demand is

also coming hack with equal vigor.

The order book visibility is high in fabric and garment and we are focusing on improving
capacity ulitization af these segments, | would Hke 1o say that many of the cost reductions
we have achicved in this COVID peried in the last two years, will be permancnt, and we
have a leaner cost structure. We have reduced significant portion of employees, a higher

productivity per employvee has been achieved.

We agree that our recovery is taking a little longer than many others who have been in the
cotton segment. Primarily in the cotlon business. there has been a boom due 1o the fact that
the Chinese cotton is not preferred in the USA and in many other countries with tlse concern
that they have on human rights violations. This did not happen in synihetics, however the
synthetic demand due 1o the high prices of collon now stand a great opportunizy and we see
that the demand in synthetics is every day increasing and as soon as this third wave parl is

now, which we hope is getting over, we are secing the pickup already in our erder book.

Now, [ think that the recovery for us as compared to the casual sector, hag beer a littie bit
slower, but we expect that this will soon catch up. So, I think that is all  have 1o say for
now and look forward 1o hear from zll of you your guestions and I am happy Lo answer

what ] can. Thank you cveryone,

Thank you very much, We will now begin the question-and-answer session. The first
3 £ ]

question is from the line of Yash Agarwat from IM Financial. Please go ahead.

Hi! Geod afternoon Sir, and congrats on a good sel of numbers, My first question was that
i1 sec quarter~on-quarier, we mentioned that the wilization of fabric and garment went up
from 67% & 351% to 7i% & 34%. Then why there is a guarler-on-quarier decline in

revenues, that is semething which | wanted to understand,

The decline in revenue from the last quarter is very marginal, I mean, we are talking about
the decline from Rs 312 crore to Rs 307 crore. That is hardly significant in that sense
because we had a ol of goods, which are produced and not lified in the fabric and garment
Lusiness due o the third wave. We had a fot of posiponements on delivery, so we could not

transiate it into the actual turmover,
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And what would be the utilization currently of these fabric and garment units, are they

further higher or they are at that level.

So in Q4FY22, the wtilization hag improved even more, and that is why [ was mentioning
that our target is to get to 38-60% of our turnover in fabric and garment, which at present is
at 47%. So this can be achieved when right now our garment utilization is 1 think close to

83% and our fabric utitization is ¢lose to 75%.
And when do you see that happening, the wtilization going up to that level.

This 73% in fabric utilization at the moment is expected (o go up 1o 85-90% from (he next

year onwards, So let us say by FY22-23, we definitely hope to achieve this.

Also given the lact thal ceal and all costs are moving up substantially even as we speak.,
What sort of price increase are we able to take on the value-added scgment and is it

immediate or do you feei there will be a lag in this?

To some extenl we have been able to gel 5-7% increases across our garment and fabric
prices and yarn prices have even been more elastic and we have been able to inercase yarn
prices quite signilicantly. So, we are not sure il the yarn price witl contine 1o be as buoyant
as it has, but definitely now, inflation as a factor in the garment and in the fabric, is being

accepted by most customers and they ave paying higher,

And also, what is the Capex plan for the next 12 to 24 months or we ar¢ just focusing on

reducing our debt even from here.

Yes, the Capex plan we had eartier communicated as well. 1t is about 80 Crores, and this is
a Capex which js really being vsed to make our sustainability initiatives, our power
situation, which will be a combination of the solar power as well as making sure that we
have the SEI3 power available rather than coal. Moving away from coal sustainabilily of all
our initiatives to ensure thal the waler and air quality that we use, the carbon footprint is
reduced. So, there is a lot of investment happening in those areas plus there is a
modernization and a little bit of maintenance Capex. So that is all that we are doing there is
no more Capex planned. Capacity already exists both in the fabric and garment division to
increase turnover. We have only to make sure that our customers when they come back are
happy to take from us, moving 1o the China Plus One strategy Tor a lot of the customers is a

reality now, and the only challenge has been that the demand that they had Tor our kind of
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product both in garments and fabric was fow due 1o this third wave, Onee this clears oul that

demand should increase substantiafly.

And has there been any impact on the domestic demand for garments and fabrics in the

curreat month in the emicron month or it has been relatively at the...

The domestic has been slightly down, but rot much in faet it has been much more robust
than the export demand, And we see that the domestic sentinient towards whatever they
want 1o buy from us all our key customers whether it is the Aditya Birla Group and Madura
or Arvind or Raymond's everyone. All the brands in India are now loeking at increasing

their exposure with us.
Sure. Thank you so much for answering all my questions.

Thank you. The next question is from the line of Bajrang Bafha from Sunidhi Seeuritics and

Finance. Please go ahead.

Congratulations for a good set of numbers Ravi Sir. Just on the couple of questions, one you
rightly pointed out that power was the major issue daring the quarter where we have to lift
the high coal prices and that has impacted our margins and you are already on course 10 go
the cost normalization may be in next couple of months, But you have already indicated that
there is some investments which is going on the solar power side. So 1 just want to
understand from a broader strategy perspective that il we try to compare india to China on
this energy cost side, if we come to the sotar power used to a greal extent, probably will be
more competitive we live in other parts of the world in terms of energy cost utilization. So
when can we expect this solar to be meaningful for our company and will be getting major
chunk of our power requirements of the through sotar, if you could highlight that and what

sott of savings thal you are looking al, it will be really helpful.

1 think you raised a very important point about the competitiveness of India to China and
particularly in the power parl because power is a major cost of cwr textile business. So we
are seeing that now we had fortunately ordered all our solar power for about 4.5 megawalls
just before many of the increases happened in the solar panel cost. Solar panel costs have
gone up, so aclually one now wants to pui up solar power it is a little bit more expensive
than what it was maybe a year ago. However, even now the return on this is signilicantly
good and maybe about 3-3.3 years for afl the money that you put inte solar you get a return
back at the current power prices. We have pul in about 18 Crores currently which we will

be spending up to March 2023 in which we will be getting around 4.3 megawatls of solar
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power and we will continue (o invest to basically see to it 1hat we use a solar power in the
day and in the evening and once the sun is down, we are able to buy cheaper rate clectricity
from the state electricity board. So, the good part about solar is that it is available during the
day when the energy costs are higher and when if is notl available, you can take a lower
pewer cost of the grid. And this is exactly the economy we wish to achieve and move away
from coal. So, most others have been better than us in moving away from coal faster. This
has been a weakness which we acknowledge and we are now on the job (0 make sure that
this weakness is removed mainly because it is much cheaper now and to bay from the SEB
and it is not our business o really produce power, our business is to remain sustainabie and
be able e give customers the kind of product we have withoul an impacl on the
environment. So we have already made a big initiative in using recycled polvester where
Banswara is ahead of most others in this curve and our customers are appreciating that we
are able to pive a high quality product even with recycled fiber and we have sofved muny of
the chaltenges that are associaled with using recycied fiber to produce high guality
products. So I think that sustainability means the solar initiative as well as having a ¢lean
footprinl on your water and other carbon footprint is important and fer this we need to stop

coat.

Se Sir, this 4.5 megawalt I hope it will come by the end of this financial year. Are we going
to further invest in the solar side maybe in FY2023 or in FY2024 w0 get our requirement

maore from solar.

Yes we will, we will continue o invest in that. And as and when panel costs may stabilize
and whenever we see the opportunity we will continue to invest we have enough land
available on our rooflops itsclf. We have enough within a hundred acre complex that we
have in Banswara to be able (o theoretically install a capacity of close Lo 24-25 megawatis

that exists and i we do that then more or less during the day at eight hours, one could

literatly run an solar power.

You said 25 to 30 megawatls wili be sufficient for us to meet the complete requirement for

us.
Absolately but the point is that it only gets used for eight hours a day.
Yes. That T got in the evening you can get that SEB power to...

Correct. So 1hat is a good balance which most mills have done in fact much moze ahead of

us, we have been slow on this curve,

Page 8 of 22



Bajrang Bafna:

Ravi Toshniwal;

Bajrang Bafna:

Ravi Toeshniwal:

" BANSWARA

Banswara Syntex Limited
February 08, 2022

So after this 4.5 megawaft what wilf be the total solar that we will be having or this is the

first ong that we are doing.

This is the first major one we are deing, we have done only abouot 330 kilowaus so far just

as an experiment before.

And my second guestion periains to again on the China side as you also commented on your
opening remarks that on the cotton side that is a complete ban from US because of the those
human rights issues, but the similar thing is not applicable to synthetics yel, but in the
current season there are two things which T want to understand from you. One is that, when
the colton prices have gone significantly higher right now, my understanding is that the
mixing of synthetic fo the cotton is going 1o be higher to minimize the cost impact that most
of the garment manufacturers are facing at this point of time both on the domestic as well ag
on the global side. My second question is that what exactly do you see from 2 broader
strategy perspective for India that we become more and more competitive vis-a-vis China

when we will taik about synthetics especially.

Even in synthetics the targest field of course is [00% polyester filament India and in 100%
poelyester filament, India has become significantly competitive also with large capacities
existing. We have one of the largest polyester fiber capacities also for spun polyester yarn
and spun poly viscose blended yarn. Also we have Grasims which supplies the viscose
which is the largest producer of viscose in the world. So as far as raw materials are
concerned whether i is filament yarn, polyester {iber or viscose fiber, we are very strong,
and this is an advamage for us using, [ mean, there are a few key players in india, Banswara
Syntex being one of the largest units, that is doing fiber dyed yams and fabrics made from
fiber dyed yarns whose main applications are in the suiting business and uniform business
where we have an advantage over picce-dyed goods that China does, when you do piece-
dyed you get color continuity chatlenges and color fastness issues. Qur produet is inherently
superior to the Chinese product in fiber dyed and this is the reason we are trying to use this
as a lever 1o be able 10 20 1o the customers. Traditionally we used 1o be more expensive than
the Chinese when we have now examined our costs afler the COVID and we have reduced
our cost structures become leaner, we find that we arc able (o maich the Chinese prices and
still get an EBITDA margin which is good for fabric and for garment. So we {ind now that
we do not need to do more thas offer the same prices china is offering, offer the lead time
that they are being able 1o do and the customer will come to us. They are giving us the
apportunity of course they would not give us a better price than China and of course they
would not give us any advantage in lead time, they wilt want both from us, And I think we

are able to find a way to reduce and we have reduced our lead times from 60 days 10 43
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days for the fzbric. We are able to as a vertical mili offer a packaged garment from our
Surat and Paman unit and deliver into the Bombay port very guickly within another 30
days. So in 75 days we are able to get a garmenl onlo a ship and moving for our western
markets and even Japan and Korea. So we are able 10 really compete with China cffectively
with a good planning and with material and raw material ‘available, | do not see why, we

will not be a significant competitor o China in the synthetic business.
Bajrang Bafna: Thank you.

Maderator: Thank you, The next question is [rom the line of Pritesh Chheda from Lucky Securities,

Please go ahead.

Pritesh Chheda: Sir, in one of the previous calis in December, we mentioned that we were running at about
140 Crares of revenue per month run rate. [ am just wondering when the quarter numbers

were there,

Ravi Toshniwal: 140 Crores you said.

Pritesh Chheda: Yes.

Ravi Toshniwal: [ do not think we gave 140 Crores anytime during this year you are talking about pre-
COVID.

Pritesh Chheda: No, communication was about a slightly higher revenue run rate in the past quarters

communicalion. So [ am just wondering is there any challenges that we are facing in terms
of the revenue ramp up and second this asset thal we have of yarn is any case 90% plus
wutilized, but combined asset of yarn plus fabric plus garment, what kind of vevenue potential

do you see here, if you could help us understand. When would you achicve that revenue,

Ravi Toshniwal: Yes, [ mean, Rs 140 Crores revenue per month we ¢an probably get in the next guarter but
that will be mare for FY2023: Right now we are thinking of closing al about a revenue of
Rs 130 crore and we have in this financial year 2022 and we are right now at Rs 822 crore.
So, 822 1o 1150 is what we witl achieve in the next quarter. So | think that run rate is
already & little bit better than what tun rate we have been achieving so far or Rs 330 crore
for the quarter as compared te tet us say Rs 310 crore or Rs 307 crore, that we have got in
the last two quarters that is about Rs 110 crores, From Rs 110 crore 10 get 1o Rs 140 crore
like T said right now our fabric divigion is at 753% utilization and the garment is at 80-85%.

This wilt ramp up and we will have our garment ulilization have increasing both in the
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“number of jackets we make and value added product we maske. Even our worsled safes and

type of product we have in fabric is improving. So, the challenge has been that the more
expensive fabrics have been selling less, since we have been selling fess suits. Now we arg
seeing the trend reverse and we are getting more orders for wool and for poly weol and for
more expensive fabrics that are coming inte suits. So, we can see that the revenue ramp up
will improve from the next quarter onwards.

And what happens {o the margin because some years back we were doing 2%, 13%

margin.

Right so. I mean, we expect 1o get back to 13% again for (he next year for sure and then
eventually our targel is to get to 13% in bwo, three years from new. This is thig is where we
romain and continue 1o be focused on our strength in poly viscose and poly wool and
synihetics. The cotlon business is growing a lot, but this is not our ficld, our field remains

with this,

My fast question is, with maintenance Capex only outlined by us and few Capex is like &

solar power, What happens to the debl number over the next three years.

So the debt will continue 10 drop and we are expecting that we will be debt free fo some
extent, { mean, with a minor amount to be given because we are doing some modernization
will be always borrowing. But overall our cost of interest as well as our cost for whatever

[inance we use will continue 1o drop.

So your Capex will be less depreciation you have a Rs 50-35 Crores depreciation number.,
Yes, so Capex is going to be this year 2 little bit more Rs 80 Crores because we are doing
significant amount of power in the solar and whatever cost we have to improve the
infrastruciure. Buif our credit rating already improved and we have now moved (o A- and
that has already improved our interest costs that we are paying and 1 think that more or fess
they will be on par {he depreciation and our investinent.

Rs 80 Crores is for FY22?

FY23 not FY22.

FY22 & FY23 both years put together or FY22 80 Croves and 2023,
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FY2023,
FY2023 is 80 Crorses.

Correct and the initiation will be maybe around 50, 50, 60 something like that it is a littie bit

more.
And Siz, debt number at year end then your opinion should be whal.

About the same Tevel as we are now so it is about R 200-250 Crores or so.

Just one clarification, this power cost impact will continue further right.

It will continue for al least a couple of quarters maybe il the coal price does not go down.
And then it should with & better utilization of the assct you should see...

It is a double benelit, One will be the reduction in the power cost which will equalize us to
the state electricity board cost and we will be where everyone is. Right now, we are getling
a better operating margin but our cost of power being more expensive we are having Lo give
away that, Se this will take about six months to neutralize or if the coal cost goes down we
will be tucky.

So this solar power assets will come when next year.

Solar pewer will also not take care of the fill thing what we have {0 do is move Lo the stale
electricily board power away from our 33 KVA to the 132 KVA connection. That is in
work and it takes a fittle bit time with RSEB to do that,

And what is your total consumption of power at the Banswara complex.

We consume around roughly more or ess 450,600 units a day.

If you have Lo convert inlo megawatt usage per anmm.

The megawatl consumption will be roughly around 25 or 27 MW something like that.

Out of that you are puiting the first 4.5 megawatl,

Page 12 of 22




BANSWARA

Ravi Toshniwal;

Pritesh Chheda:

Ravi Toshniwal:

Pritesh Chheda:

Moderator:

Jainis Chheda:

Ravi Toshniwal:

Jainis Chheda:

Banswara Svatex Limited
February 08, 2022

Correet, So # is just maybe about 20%.

And this sokar power will come in the year end right or next year,

No solar power should start in April, April, May it wili be beginning the 4.5 megawatis.
Thank you very much.

Thank you. The next question is from 1he line of Jainis Chheda from Spark Capital, Please

go ahead,

Good afternoon Sir, T just wanled to get an understanding from the industrial perspective

that China Plus One story which is happening right now in the textiles, s it only for the
cotton yarns or is it benefiting companies like you who are inte synthetic or blended vams

as well.

11 is showing a benefit to us as well in terms of the demand from both the US and Buropean
and customers all over the world, The difference is that there is no particilar ban, so China
continues 1o be a competitor in the synthetic part of the business. However the supply
chains are moving more towards Bangladesh and Sri Lanka and India to sapply the
garments. So this is why we are in a betier position o provide if we can match the price of
the Chinese, the goods from the region of the world, And | think this is going 1o be a
significant game changer where we can see that over this period of time as the treaties are
playing out if we can have a FTA coming in with UK or if we can have something
happening with Australia. So just like already we have an FTA with Japan and with Korea
and we are sceing significant business increasing there because of the FYA already being
operated for so many years and the inlerest moving away from China new. So. I think that
there is it is only a question of maybe a year or two and you can see that the Chinese have
moved out of many of the woolen worsted businesses because their own consumption
domestically has increased and the capacities are not increasing significantly. The Chinese
are nol taking as much of an interest in the overall textile segment as they are in many other
businesses. And [ think there is no reason 1o assume ihat now synthetics is something where

we will not experience the China Plus One working equally.

If it is possible 1o give a number, what is the size of the market that is shifiing out firom

China and how much of that is coming te India,
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Wwell all we need is maybe 2% or 1% of the shift (o0 happen globally and begause China

controls 1 think arcund 36% to 37% of the global trade and we have maybe tess than 3%,
And in terms of value what would it be.

In terms of value, | do not know, but it is significant amount ¢f hillions of dollars, So there
is really no, 1 mean, if we got a 1% shift away from China we would be reatty Noating in

orders.
Okay, thank you so much.,

Thank you. The next question is {rom the line of Nirgj Mansingka from White Pine

Investment Management. Please go ahead.

Hi! Thank you Sir for the opportunity. | just wanted 1o understand the demand of the yarn
which is picked up as well as the fabric and garment. Do you think it is maore on related 1o

pent up or do you think it is more to do with the repular intake of demand.

[ woutd think that see the yarn business has a very good demand and even more so than our
fabric and garment business. Primarily because a lot of end users for yarn now have got
significantly higher demand than before. Like say, for home furnishing, matiresses and
various other applications when people in the pandemic have increased consumption in
those areas. The apparel business has overall gone down, but yet. we are experiencing, so
we have not come back to our original appare] demand pre-pandemic, We have not yel
experienced the pent-up demand. This is just a filling which is happening of the amount of
stores which are pow going emply and they are just wanting to fill back the goods into the

stores the pent-up demand is yet 1o come in my view.

So then what has changed that the utilization is sustained at 90% because pre-COVID the

margins was not as high as it right now, So wanted to understand. ..
So in yarn, this is primarily because a lot of the yarn capacity that is globally there with
China is not working anymore for whatever reason that capacity has been shut. A lot of the

people never went back o work after COVID into the yarn business at all in China.

You are lalking about PV yarn on that you are making right.
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PV, cattan, most of the yarns, even synthetic and poly woaol yarns. The varn capacity

globally there is a shift fn the yarn capacity utitization from China towards other countries.

So then it would imply a very high growth rate in the export orders in the yam side. Is it a

right statement?
It is true,

But India does not have so much capacity. Then how do companies like you, how do you

envisage going forward on that.

So our capacity is almost we are producing 3000 tons ol yarn per month in poly viscose and
we produce about 130 (ons in poly wool and all of it is specially yarns which are dved. So
this is & significant capacity on any global level. So 1 do not see’why we should increase
further capacities right now even though the government is offering (he PLE and all that. At
some point. some of the capacities globally that are not being used at the moment will
revive when the pent-up demand and when all of demand revive, So, we are being cautious
in making sure that we improve the overall margin and type of product and (ype of
customers we want 10 service, If we can do both those things there is without much risk in

further investment, we wiil be able to improve our profitability and wiilization.

If you have to put a number like say utilizing optimaily most of the yarn and the fabric and

garment what can be the revenue number on today's revenues, on today's realization.

We arc talking about Rs 1600 Crores is possible and that Rs 1600 Crores two years from
now, we could have an EBITDA margin of maybe [5% and be at around Rs 240-200

EBITDA.

Can you just share some understanding of the prices of the yarn in the market how has it

moved since end of quarter December and now just if you can give some color on that.

So, 1 think that the prices of yarn have been moving even higher than the raw material price
increases and this is because the demand has been significantly high and there is a shortage
Jike you said the exporl demand also is there and domestic demand is also there. So there is
due 1o the supply chain restrictions and material availability being low, people are willing (o
pay higher prices and I think this higher prices has been almost 1o the extent of 10%
mcrease maybe about Rs.30 o Rs.33 a kilo has been increases which have happened in the

las{ two three months.
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And how much would that fiow. is the full impact already there i the Q3 numbers right

now it will come in the Q4 effectively.

A tot of the impact will come in the Qd because we did not manage (o clear a lot of the
stock of goods i finished products in fabric and garment where the lilling werned slow. So,
ail of that when it gels and we get our stock position down 10 a normal level, we will see

thal improvement in Q4FY22.

So then the margins can be a reasonable improvement in the fourth quarter right because of

1he current scenario.

Yes, because we more or less (he same margin, 1 do not sce the big change between Q4 and
Q3 in margin, but there will be better twrnover overall and therefore the figures for Q4
should be slightly better than what we have had for Q3 for sure, Always we have been best

in the last quarter.

So last question, you do not emphasize yourself adding capacity in any of these products

like fabric or garments say three years or four years down the fine,

We are adding capacity in knifting. And we are doing value-added knits in poly viscose and
poly wool blends and this is where we are making some nvestments bul it is not huge. It
will be maybe Rs.8 or Rs. 10 Crores in this kind of knitling and our finishing should be able
to take care of it. So some additions in finishing equipment, some additions in knitting that
is about what we are talking about. Once, we have achieved the Rs 1600 Crores turnover
then we can think of a new Greenfield investment and we are expanding some capacity in
our garment division. So the garment division we have restructured and we have added
some more capacilies because we see that the garment business will be importlant. And at
that point we are alsa thinking now of making a foray into direct to consumer brands and

wc are looking at some brands that we may wish to acquire.

But was il envisage our larger investment and a huge timeline for that or just your thought

on that.
So, al this point we are not looking at making an aggressive investment with the PLI we are
fooking more atl conselidating our EBITDA margin and making sure that whatever funds

we have are deployed towards making infrastructure very robust.

Gat it Sir. Thank you very much.
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Thank you. The next question is from the Tine of Sumesh Guleria from Green Portlolio.

Please go ahead.

Hi! Sir, my question is on the joinl ventore side. So fast year we seld some 10% stake 1o the
Korean company, the autometive engineer company. and suddenly afler that my revenue
went up from Rs 29 crore o Rs 63 Crores on the FV, So what exactly is happening in that

IV and why exactly did we sell the 10% stake.

Yes, so the 10% siake sclling (o cofon was strategic because it allows us access to the
Korean Chai Ball and ali ol the Korean makers, So it allowed us aceess to Hyundai and Kia
and all of the motors that are being made by the Korean companies. So this is typically how
the automotive industry works wherein they tend to favor certain companics to work with.
So 1 think that is one of the reasons why the turnover we saw was increasing. So now we
have access (o some Luropean as well as the Korean and some of 1e US makers on the
cars. Se, 1 think that the automotive industry the only constraim has been the supply of
chips etherwise our automofive business would have grown even more and within this joint
vcntin'c: we have also opened another unit now in Chennai. So 1 think there will be some

growth happening but for the next 3-4 months, there are headwinds due 1o chip supply.

Historically this JV has not performed that well, T mean, it was most of the years for 7-8
years, i was loss making and last year it made a PAT of around 1.53 Crores. So what
exactly can we expect in (wo, three years will it be contributing significantly to my

significant amount of revenue or PAT.

Not really that significantly. We do see that it helps our capacity wilization and that is why
it is important for us in & peried where in this whole last two years we were struggling to
use capacity in the formal sector. This particular amount of fabric which we were producing

for the automotive business i.it least-kepl us going and it {ills that capacity hole.

So it is a more of an infernal consumption $o we are ;:alcriillg it 1o the IV,

Absolutely.

My next question is on the Daman garment division plan. So, gl time | read somewhere
that you are planning for some larger campus in Daman. So to bring the entire garment

under one roof. So whal will happen to the Surat plant and what kind of Capex outflow we

“an expect over here and whalt is the curtent status of that outflow.,
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See the reason is that, now we are consolidating our garment business for afl of the
compliances and having a factory which is compliant with all regutations when we have to
service customers like Uniglo and Zara. This was (he reason fo shifl a fol of it to the unit in
Daman, And Sural will continue to be an SEZ and as far as the SEZ rules are concerned if
they change, it will help us if we are able to also sell from Surat inlo the domestic market
because sometimes the domestic demand is higher and semetimes export demand is higher
and we never know which one. So, if we can have the exibility if the SEZ rules change
that will be 2 bonus otherwise we continue 1o use the SEZ for the purposes of only export

and domain as a {lexible unit for both exports and donestic suppiy.

Sa any, | mean, significant amount of Capex we are doing (here for the expansion. So can

we guantify that the sumber and what is the current status ol that.

It is only sbout 10 to 13 Crores of money that kas been spent in Daman and Surat, no more
than that. So that is going 1 just allow us 1o get 1o a level where maybe we can gel (o 350

Crores of turnover in our garment business.
So for next year financial year 2023 right.

1 do not know exactly if it will be achieved in 2023 or maybe it will take a little anather

mote six months ar so to be able 1o get the better run rate.

So capacity per s¢ if | may ask like how much capacily will be improved my total capacity

under garment division because of this.

So what we are doing is, we wilt have maybe about 400,000 pants per month and we will
have up to about 70,600 jackets per month, And right now our ratio of jackets has falien and
the pants part is better in utilization so as scon as the value-added jackets part becomes back
to that 60000-70000 figures, we will see that the EBITDA margin will significantly

improve in the coming months.

No Sir, acteally my question was like so this 4000 and 70000, So this is my capacity so
once 1 do that 10, 15 Crores Capex in Daman so then what will be the additional capacity

that I might be using.

Nat much. It will just increase my jacket capacity from maybe 60000 to 90000.
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I have another last question if J may ask. So Unigle, Zara and H&M, vou use the word
strategic partnership especially on the Uniglo side. So what exactly does that strategic mean

and like ¢an you give some insight on that.

What we mean is that when vou are talking about these large customers who arc a billions
of dollars of companices, that there Unigio for example has got a significant presence in
India also which they have planned. We are wanting 1o be adopted as their mother mil] for
certain prodacts in poly wool and poly viscose. And if that happens, we will be a global
supplier to them for this preduct across all of the demand they may have anywhere in the
world, So we are working tewards that with them and trying o replace the Chinese products

with what can come out of India.

And are we doing that with Zara and H&M as of now becanse the same terminology was

used for Zara and H&M also.

No at this moment Uniglo is stronger and Zara and H&M have guil in the pandemic. So we
are trying to revive the relationship after the pandemic they moved back (o furkey in a way
and tried to stay mare closer lo LEurope. Se, they have not yet been engaging in a active
dialogue yel. We ure hoping that they wiil come back post this whole settling down of the

third wave,

And last question, any further JVs because there was tatk like you will be entering into
some strategic JVs with some companies in the pipeline. So any anything happening on

that.

No there is no plan for JVs in fact we are quite confident now that having learnt what we
have from both the French as well as the Portuguese partnerships that we have had. We
understand whal is required be delivering European quality and fo be able to make the kind
of product that the customers want and there is no significant add-on by having a IV with a
European customer we will only be giving away margin. So, we are going to continue on
our own and address (he customers directly and we do not see the need for the name to be

Lzuropean or adding another cost on that {ront.
Okay Sir, thank you. T'hanks a tot.

Thank you. The next question is from the fine of Riken Gopani from Capri Global. Please

go ahead.
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Hit Sir, thank you for the opporiunity. Firstly | wanted to understand if § look at the
sepment-wise revenues historically. Stll your revenues in fabric and ferment would be at
least 30-40% lower than what you have achieved ub al the peak in the pasi. Now given
China Plus story as well as now that the unlock has sort of achieved and the order books
that you have, what visibility vou have in achieving let us say fabric | think bas achieved
600 Crores peak revenue in the past and 300 Crores for garment, What time frame do you

think you would be able to achieve these peak numbers and surpass them going forward.

We would say at the outsel. it will begin to happen in FY23 and by Y24 we should

definitely surpass i,

Okay. So aparl from the fact that you mentioned that it is more to do with alse our presence
more being in the format segment are there any other factors which have also impacted our

ability to reach there, faster there and what other colton players would have seen.

No reaf other reason at all, Itis just that our customers have been mainly the best of the suit
peopie and the one who are more in the dress up clothing and (his has always been

chalienging in the last two years.

While you did mention that you are sort of moving into the categories ke casuals where
there is a higher demand today. What would be the proportion today and ceould it be

possible for you to expand that to a meaningful aumber in the medium-term.

We are moving into more fabrics for pants with streteh and that stretch fabrics for pants and
which go into chinos or into five pocket jeans. So that part is the segment which we have
expanded considerably and maybe it is right now around 25-30% of our overall fabric
production which used to be only maybe sbout 5-10% before. So this has helped us 1o move
into a smart casual category. And 1 think it could go up to maybe 30-40%, but we do not
intend 1o gel out of the suit business we think that {he suit business will come back it is Jjust
a question of time and peaple will be back to dressing up and getting back to work all over
the world the way they used to. This is just a period which has been very unusual for the
last two years in terms of the trends. Then there will be a nostalgia 1o going back 1o the suit

T am sure.

And for you, this segment mix within a fabric or let us say goeing between suits or the smart

casuals, does it change the realization or the marging in any way or is it sort of similar.
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The margins will not change significantly when yeu are talking about very casual clothing
like knits or T-shirfs or shorts and stuff Jike that, there the margins are lower, But as we are

talking about smart casual to dress up and suits there is not significant difference for us.

Understood. | have one question on the export segment that is about 44% of the revenue in
the quarter. Now this also in the past has trended at 46-47% in historical data points so with
the current scenario what is it that sort of coudd drive this number higher are you seeing any
reasons for this 1o fook at 30-30 in the next one or two years if because in the past yo have
commented that turkey's devaluation does impact demand in some JTorm s thal causing any
impact to marketl share or is exports & segment where you are looking forward 1o grow

significantly. What is your owtlook on thal segment,

Yes, [ think the key to this fies in what happens in terms of the FTA'S and preferential
treatment that India gets all over the world as a supplier and it does not depend only on the
treaties that happen, bul also on the fact that strategically whal Europe and what USA and
what Japan and Korea want 1o do in terms of giving a portion of their business away from
China into India as a package. Now we stand uniquely in a position where we can deliver
the whole value chain right from fiber to garment in the value-added product from one
company and this is there are nol many companies like us at all who are able o do this and
al) this within the geography starting from where the raw material is produced like say
viscose is at Nagda which is like about 100 kilometers away from us. Gujaral where most of
the Reliance Fiber from polyester is available and we are able 1o manage within a
geograpiy of 400-300 kifometers, the entire supply chain and managed 1o reach the port. So
it anybody can achieve speed and economies of scale on these kind of formal products we
can and this is a significant area where India has not yet been able 1o grab a significant
share of the world trade. We see that this will happen for us and we continue to try and

make that happen and I think the opportunity has never been better.

Understood and onc last guestion on the pricing you did meniion that given that customers
do appreciate the inflation you have been able to take a 3% 1o 7% price hike in garments
and fabric, Will that sort of take care of the infiation that you continue 1o see in coal and on
the power and fuel cost or will this sort of help you to sort of gel on to the margin trajectory

hat you had expected earlier.

1L will certainty help but not as much because at the end of the day people will pay what is
markel price and not more. And if our cost of power is higher than others then it is not
going te help our margin lo that extent. We have (o reduce our cost of power, we have to

move away and there is no other cheice on that,
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Riken Gopani: Understood. So this switching from the internal consumption 1o SEB consumption will be
sotl of complex you did mention that it does take time but by one de you sort of on a hase

case basis expect that (o be fully executed,

Ravi Toshniwal: 1 am nol sure because there are certain challenges in this location and there is the concerns
of the SEB have to be addressed in terms of the manpower availabiity right now duc o the
pandemic and all. But | cap give you an update again in the next meeting or I can send an
update up in the website as o what would be the situation but I think it is going to 1ake al

least a year,

Riken Gopani: Understood okay. Thank you so much, Sir.
Moderator: Thank you. Ladies and gentlemen due (o time constraint we will take thal as a fasl question.

I would now like (o hand (he conference over (o Mr, Ravi Toshniwal lor closing commenis.

Thank you and over to you, Sir.

Ravi Toshniwal: Thank you everyone. 1t was very interesting for me 1o be back again with you afler
whatever hiatus we had in our time when we were able to talk more regularly and 1 hope to
be meeting with you all on the earnings call every quarler and give vou the updates
required. We are continued as a company (o be improving our core competencies which are
around the kind of fabrics that in poly viscose and poly woel that provide value (o
customers who are looking for solutions in these areas. And this is somewhere where we
will achieve a leadership and we have always had the highest export in these fwo arcas from
India and when somebody comes looking to India for any ol these products they will come
to us and we will find them a solution which works. And while doing this we hope to be
able 1o achieve the margin that we can get on these businesses with given the strengths
India has on the raw materials and all of the cost reductions we have been able to achieve.
The last two years have been really a good learning we bave been able to permanently
reduce certain costs and structures which has been very, very good. The pandemic has been
a blessing in disguise in many ways and we look forward 1o the fact that it has given us the
opportunity to consolidate and refocus ourselves towards future where India will have a
larger role to play and we will be part of that big role for the scgment that we have

identified to be in. Thank you everyone.

Moderator: Thank you. Ladies and gentlemen on behall’ of Banswara Syntex Limited that concludes

this conference call. Thank you [or joining us, and you may new disconnect your lines.
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