Titan Company Ltd.

2QFY24 Result Update | Retail

Margins disappoint ; 2H outlook positive

Titan consol jewellery division posted a topline growth of
15% (27% ex-bullion) but EBIT saw a degrowth of 20% (486
bps drop in EBIT margin on YoY basis) due to one-time
reduction in custom duty prices & lower studded sales.
Standalone Jewellery EBIT margin ex bullion excluding
impact of one time custom duty came in it at 11.4%. Also
margin drop was attributed to pressure on large-carat stone
demand due to price uncertainty in global.The jewellery
margin was affected by rising gold prices and shifts in the
product mix between studded jewelry and gold coins.

FY25 jewellery EBIT margin guidance is expected to be
between 11% and 11.5%. ; 2HFY25 to see Rs.2.8bn of custom
duty impact & have better jewellery EBIT margins compared
to THFY25.FY26 is expected to be a "blockbuster year" for
Taniera.

Revenues at ¥145.34Bn,16.1%Y0Y/9.6%QoQ

Revenues (Ex-Bullion Sales) at
¥135.38Bn,26.4%YoY/10.4%QoQ

EBITDA (excl Ol) at ¥12.36Bn,-12.5%Y0Y/-0.9%QoQ
Adj PAT at 27.04Bn,-23.1%YoY/-1.6%QoQ
Adj EPS at ¥7.92 vs 10.29 YoY / 8.04 QoQ
Jewellery EBIT (Ex-Bull) 29.74Bn,-20%YoY/-11.7%QoQ
Jewellery EBITM Ex-Bull (%) came in at 8.3% vs 13.2%
YoY/10.2% QoQ

Outlook:

Management is committed to defending market share in an
increasingly competitive landscape, prioritizing revenue growth
over margins in the near term.

At CMP of Rs.3,183 the stock trades at 62x/49x FY26/FY27e EPS
of Rs.52/65. We maintain our HOLD rating with a target price of
Rs.3,188, applying a 55x 12-month forward PE multiple & we roll
over to Sept’26 eps of Rs.58

[Reason: we believe stock will trade below 12 month fwd 5
year average PE].
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Source: BSE
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Y/E Mar (Rs mn) FY21 FY22 FY23 FY24 FY25e  FY26e  FY27e
Net sales 216450 287,990 4,05750  5,13,180 5,77,970 6,76,166 7,91,097 Bhavya Gandhi
EBIDTA 17,250 33,410 48,790 55260 58351 77,293 92,330 +91 22 67141438
Margins (%) 8.0 11.6 12.0 10.8 10.1 114 1 ¥havya.gandhi@dalal-broacha.com
Adjusted net profit 9,740 22,270 32,500 34900 32403 45918 57,704
EPS (Rs) 10.9 25.0 365 39.2 36.4 516 64.8
P/E (x) 290.9 127.2 872 81.2 87.4 61.7 49.1
EV/EBITDA (x) 163.1 84.8 58.1 52.4 49.7 374 316
RoCE (%) 15.1 263 279 254 239 283 29.4
ROE (%) 13.0 23.9 274 3756 28.1 31.1 307

Source: Company

Please refer to our disclaimer given at the last page.
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Titan Company Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

Conference Call Highlights

Guidance

FY25 jewellery EBIT margin guidance is expected to be
between 11% and 11.5%. ; 2HFY25 to see Rs.2.8bn of custom
duty impact & have better jewellery EBIT margins compared
to THFY25

FY26 is expected to be a "blockbuster year" for Taniera.

EBIT Margin

Standalone Jewellery EBIT margin ex bullion excluding impact
of one time custom duty came in it at 11.4%.Also margin
drop was attributed to pressure on large-carat stone demand
due to price uncertainty in global.

The jewellery margin was affected by rising gold prices and
shifts in the product mix between studded jewelry and gold
coins.

Demand situation

Demand for studded jewelry has been healthy, with buyer
growth in healthy double digits across price bands, including
the sub Rs.1 lakh price band. The non-solitaire side of the
demand is very good and healthy.

Demand for large-carat Solitaire stones has been under
pressure due to price uncertainty, with consumers holding
back on purchases, waiting for prices to settle down.

Wedding jewelry demand started picking up post the custom
duty reduction announcement, and is expected to continue to
be strong in the next two quarters, particularly during the
festive period.

Lower price bands in diamonds have done very well, whether
in Carat Lane, Tanishq, or Mia.

The ticket size in studded was impacted partly on account of
solitaire and partly on account of a delayed launch from our
side in certain price bands.

The customer interest significantly falls when lab-grown
jewellery goes beyond Rs.1 lakh.

Caratlane

CaratLane's product pricing is in the sub-Rs.50k segment,
with a maximum price point of Rs.30k to Rs.50k.

Pricing dynamics

The company opted for a strategic approach by spreading
discount payouts across making charges, gold rates, and
other festive offers.
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Gold prices

The company offered a discount on exchange of old gold,
which made the exchange more attractive to customers and
led to increased activity

The company opted for a strategic approach by spreading
discount payouts across making charges, gold rates, and
other festive offers.

Store openings
Tanishq [till date] : 33 stores ; Target : 40-50 stores
Mia likely to reach 250 stores

Caratlane has crossed milestone of 300 stores ; Target : 320
stores

Other KTAs

Launched differentiated version of golden harvest scheme in
which customers can fix gold prices

Valuation & Outlook

Titan management is focused on defending their market share in
increasing competitive scenario.Management is ready to choose
revenue growth over margins for near term.We believe this could
weigh on the overall profitability in near to mid term.

At CMP of Rs.3,183 the stock trades at 62x/49x FY26/FY27e EPS
of Rs.52/65. We maintain our HOLD rating with a target price of
Rs.3,188, applying a 55x 12-month forward PE multiple & we roll
over to Sept’26 eps of Rs.58

[Reason: we believe stock will trade below 12 month fwd 5
year average PE].
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12 Month Forward PE Multiple Chart
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Titan Company Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

Quarterly Financials

YoY QoQ
Particulars (Rs Mns) 2QFY25 2QFY24 Growth (%) 1QFY24 Growth (%)
Sale of products/services 1,34,730 1,07,080 25.8% 1,22,230 10.2%
Other operating revenues 10,610 18,210 -41.7% 10,430 1.7%
Total Operating Revenues 1,45,340 1,25,290 16.0% 1,32,660 9.6%
Other income 1,220 1,240 -1.6% 1,200 1.7%
Total Income 1,46,560 1,26,530 15.8% 1,33,860 9.5%
Total RM Cost 1,15,220 95,990 20.0% 1,03,360 11.5%
RMto Op Revenue 79.28% 76.61% 77.91%
Employee benefits expense 5,190 4,630 12.1% 5,230 -0.8%
Advertising 3,270 2,680 22.0% 2,900 12.8%
Ad Spends to OP Revenue 2.25% 2.14% 2.19%
Other expenses 9,300 7,880 18.0% 8,700 6.9%
O. Exps to Op Revenue 6.40% 6.29% 6.56%
EBITDA (exc. Ol) 12,360 14,110 -12.4% 12,470 -0.9%
EBITDA Margin 8.50% 11.26% 9.40%
Depreciation 1,710 1,440 18.8% 1,640 4.3%
PBIT 11,870 13,910 -14.7% 12,030 -1.3%
Interest 2,400 1,400 71.4% 2,300 4.3%
PBT 9470 12,510 -24.3% 9,730 -2.7%
Total Tax 2440 3,360 -27.4% 2,580 -5.4%
Tax Rate 25.8% 26.9% 26.5%
PAT 7040 9,160 -23.1% 7,150 -1.5%
Exceptional item
Share of profit from JV/ Associate 10.00 10 -
Minority Interest 0 10 -100.0% - 0.0%
Adjusted PAT 7040 9,150 -23.1% 7,150 -1.5%
NPM 4.80% 7.23% 5.34%
Equity 890 890 890
FVv 1 1 1
EPS 7.91 10.28 -23.1% 8.03 -1.5%
Segmental Revenues
Watches 13,040 10,920 19.4% 10,230 27.5%
% to Operating Income 8.9% 8.6% 7.6%
Jewllery 1,27,710 1,10,810 15.3% 1,18,080 8.2%
% to Operating Income 87.1% 87.6% 88.2%
Eyeware 2,020 1,890 6.9% 2,100 -3.8%
% to Operating Income 1.4% 1.5% 1.6%
Others 3,010 2,180 38.1% 2,770 8.7%
% to Operating Income 21% 1.7% 21%
Corporate (unallocated) 780 730 6.8% 680 14.7%
% to Operating Income 0.5% 0.6% 0.5%
Total 1,46,560 1,26,530 15.8% 1,33,860 9.5%
PBIT Margins:
Watches 15.0% 14.65% 10.85%
Jewellery 7.6% 10.98% 9.33%
Eyeware 10.9% 13.23% 9.05%
Others -1.3% -0.92% -5.42%

Source : Company
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Titan Company Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

Financials

‘P&L(Rsmn) U FY21 FY22  FY23 | FY24 | FY25e | FY26e FY27e |
Net Sales 2,16,450 2,87,990 4,05,750 5,13,180 5,77,970 6,76,166 7,91,097
| Operating Expenses (1,64,140)  (2,16,410) (3,03,550) (3,94,320) (4,46,771) (515914) (6,03,607)]
: Employee Cost (10,650)  (13,490)  (16,470)  (18,640)  (22,368)  (25723)  (29,582)]
| Other Expenses (24410)  (24,680)  (36,940)  (44,960)  (50,480)  (57,235)  (65,579)!
Operating Profit 17,250 33,410 48,790 55,260 58,351 77,293 92,330
! Depreciation (3,750) (3,990) (4,410) (5,840) (6,476) (6,833) (7,191)|
PBIT 13,500 29,420 44,380 49,420 51,875 70,459 85,139
Other income 1,860 2,340 3,080 2,990 390 328 1,660
! Interest (2,030) (2,180) (3,000) (6,190) (8,963) (9,425) (9,685)|
PBT 13,330 29,580 44,460 46,220 43,303 61,363 77,114
i Profit before tax (post
iexceptional) 13,330 29,580 44,460 46,220 43,303 61,363 77,114
! Provision for tax (3,530) (7,060)  (11,730)  (11270)  (10,899)  (15445)  (19,410)!
i Reported PAT 9,800 22,520 32,730 34,950 32,403 45918 57,704
LM (10) (250) (240) (40) (28) (20) (14)!
Net Profit 9,790 22,270 32,490 34,910 32,375 45,898 57,691
! Adjusted Profit ( excl é
iExceptionaIs) 9,740 22,270 32,500 34,900 32,403 45918 57,704
! Balance Sheet T FY21 Fv22 T FY23 Fr24 FY25e | Fr26e | FY27e |
Equity capital 890 890 890 890 890 890 890
Reserves 74,080 92,140 1,17,620 91,828 1,14,482 1,46,605 1,86,984
Net worth 74,970 93,030 1,18,510 92,718 1,15,372 1,47,495 1,87,874
M 50 300 530 - 28 48 61
iNon Current Liabilites 12,350 13,490 18,550 56,190 56,409 56,646 56,902
iCurrent Liabilites 77,150 1,05,120 1,32,640 1,65,280 1,97,092 2,18,338 2,57,052
TOTAL LIABILITIES 1,64,520 2,11,940 2,70,230 3,14,188 3,68,901 4,22,527 5,01,889
iNon Current Assets 32,550 37,400 46,160 57,780 62,521 66,114 69,290
iFixed Assets 24,320 25,060 30,190 35,190 39,190 41,440 43,690
Goodwill 1,230 1,230 1,230 1,230 1,230 1,230 1,230
iNon Current Investments 190 2,790 3,510 6,790 6,790 6,790 6,790
iDeferred TaxAsset 1,050 1,870 1,580 1,870 1,870 1,870 1,870
iLong Term Loans and

iAdvanceS 430 420 540 720 828 952 1,095
Other Non Current Assets 5,330 6,030 9,110 11,980 12,613 13,832 14,615
iCurrent Assets 1,31,970 1,74,540 2,24,070 2,56,408 3,06,381 3,56,413 4,32,599
iCurrentinvestments 28,050 150 21,640 16,660 16,660 16,660 16
iInventories 84,080 1,36,090 1,65,840 1,90,510 2,44,087 2,81,862 3,79,293
iTrade Receivables 3,660 5,650 6,740 10,180 9,601 11,232 13,141
iCaSh and Bank Balances 5,600 15,730 13,430 15,588 9,347 16,903 6,970
iShort Term Loans and

iAdvances 760 4,230 1,350 2,810 3,091 3,400 3,740
iOther Current Assets 9,820 12,690 15,070 20,660 23,596 26,355 29,438
TOTAL ASSETS 1,64,520 2,11,940 2,70,230 3,14,188 3,68,901 4,22,527 5,01,889
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Titan Company Ltd.

DALAL & BROACHA STOCK BROKING PVT LTD

i Cash Flow St. (Rs. mn) FY21 FY22 FY23 FY24 FY25e FY26e FY27e
i Net Profit 9,740 22,270 32,500 34,900 32,403 45,918 57,704 |
{ Add: Dep. & Amort. 3,750 3,990 4,410 5,840 6,476 6,833 7,191 ¢
i Cash profits 13,490 26,260 36,910 40,740 38,879 52,751 64,895 |
i (Inc)/Dec in
| -Sundry debtors (545) (1,990) (1,090) (3,440) 579 (1,631) (1,909)}
| -lnventories (3,050) (52,010) (29,750) (24,670) (53,577) (37,776) (97,431);
| _Loans/advances 906 (3,460) 2,760 (1,640) (389) (433) (483)]
! - Other Current Assets 382 (3,410) (5,320) (7,840) (3,569) (3,978) (3,866)]
i "-Current Liab and
iProvisions (2,084) 7,710 12,490 6,710 5,193 5,716 6,291 i
Sundry Creditors 1,923 5,050 (800) 1,960 3,768 2,765 3,507 :
i Change in working
| capital (2,467) (48,110) (21,710) (28,920) (47,994) (35,337) (93,891)]
i CF from Oper.
{activities 11,023 (21,850) 15,200 11,820 (9,115) 17,414 (28,996)!
i CF from Inv. activities (29,444) 20,560 (31,750) (9,140) (10,466) (9,083) 7,203 ;
i CF from Fin. activities 20,210 11,410 14,250 (522) 13,349 (774) 11,860 |
i Cash :
 generatedi(utilised) 1,789 10,120 (2,300) 2,158 (6,231) 7,557 (9,933);
i Cash at start of the
iyear 3,811 5,600 15,730 13,430 15,588 9,347 16,903 |
5,600 15,720 13,430 15,588 9,347 16,893 6,960 |

Cash atend of the year
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Titan Company Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

: Ratios FY21 FY22 FY23 FY24 FY25e FY26e FY27e

{ OPM 8.0 116 12.0 10.8 10.1 114 1.7
{ NPM 4.46 7.67 7.95 6.76 5.60 6.79 7.28
| Taxrate (26.5) (23.9) (26.4) (24.4) (25.2) (25.2) (25.2);

| Growth Ratios (%) ;
| Net Sales 2.8 33.1 40.9 26.5 126 17.0 170 |

! Operating Profit (30.1) 93.7 46.0 13.3 5.6 325 195 !
: PBIT (36.3) 117.9 50.8 114 5.0 35.8 208 :

| PAT (35.1) 128.7 45.9 74 (7.2) 417 257

Per Share (Rs.) :
i Net Earnings (EPS) 11 25 37 39 36 52 65 :

| Cash Eamings (CPS) 15.2 295 415 458 43.7 59.3 729 |
| Dividend 38 75 10.0 11.8 10.9 15.5 195 |
| Book Value 84.2 104.5 133.2 104.2 129.6 165.7 2111 |
| Free Cash Flow 113 (25.2) 127 95 (5.7) 26.6 (25.2);

Valuation Ratios :
i PIE(x) 290.9 127.2 87.2 81.2 87.4 61.7 49.1 !

{ PIB(X) 37.8 305 23.9 306 246 19.2 151 |
{ EVIEBIDTA(X) 163.1 84.8 58.1 52.4 49.7 37.4 316
: Div. Yield(%) 0.1 0.2 03 0.4 03 05 06 :
| FCF Yield(%) 0.4 (0.8) 0.4 03 (0.2) 0.8 (0.8)}

Return Ratios (%) :
ROE 13% 24% 27% 38% 28% 31% 31%§
ROCE 15% 26% 28% 25% 24% 28% 29%§

Source: Dalal & Broacha Research, Company
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Titan Company Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186) was
established in 1997 and is an integrated financial services player offering an extensive range of financial
solutions and services to a wide spectrum of customers with varied needs ranging from equities to mutual
funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India
Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and is
engaged in the securities businesses including stock broking (Institutional and retail), depository participant,
portfolio management and services rendered in connection with distribution of primary market issues and
financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e.
www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI
(Research Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any
stock exchange with whom it is registered in any time in the past. It has not been debarred from doing
business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been
cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued
advice letters or levied minor penalty on D&B for certain operational deviations in routine course of business.
D&B offers research services to clients as well as prospects. The analyst for this report certifies that all of the
views expressed in this report accurately reflect his or her personal views about the subject company or
companies and its or their securities, and no part of his or her compensation was, is or will be, directly or
indirectly related to specific recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst)
Regulations, 2014 with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject
company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at
the end of the month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% | No
or more securities of the subject company at the end of the month immediately
preceding the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject | No
company.
Whether the research Analyst has served as officer, director or employee of the subject | No
company
Whether the Research Analyst has received any compensation from the subject | No
company in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of | No
securities for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking | No
or merchant banking or brokerage services from the subject company in the past
twelve months

Whether the Research Analyst has received any compensation for products or services | No
other than investment banking or merchant banking or brokerage services from the
subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits from | No
the subject company or third party in connection with the research report
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Titan Company Ltd. DALAL & BROACHA STOCK BROKING PVT LTD

|
D&B and/or its affiliates may seek investment banking or other business from the company or companies that
are the subject of this material. Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions
expressed herein, and our proprietary trading and investing businesses may make investment decisions that
may be inconsistent with the recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may
give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally,
other important information regarding our relationships with the company or companies that are the subject of
this material is provided herein. This report is not directed to, or intended for distribution to or use by, any
person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction
where such distribution, publication, availability or use would be contrary to law or regulation or which would
subject D&B or its group companies to any registration or licensing requirement within such jurisdiction.
Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or
sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless
otherwise stated, this message should not be construed as official confirmation of any transaction. No part of
this document may be distributed in Canada or used by private customers in United Kingdom. All material
presented in this report, unless specifically indicated otherwise, is under copyright to D&B. None of the
material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to
any other party, without the prior express written permission of D&B . All trademarks, service marks and logos
used in this report are trademarks or registered trademarks of D&B or its Group Companies. The information
contained herein is not intended for publication or distribution or circulation in any manner whatsoever and
any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless
otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital
Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in
Indian Securities Market. In so far as this report includes current or historic information, it is believed to be
reliable, although its accuracy and completeness cannot be guaranteed.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992 | E-mail: equity.research@dalal-broacha.com

07 Nov. 24 | 10 |


mailto:equity.research@dalal-broacha.com

