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Safari Industries i Lk

Ccmp UEVEEN  Bloomberg / Reuters  SIIIN / SAFA.BO
RESUlt beat; Upgrade to BUY Potential upside / downside  +28% [ty Other Apparels & Accessories
Shares o/s (mn) 22
Summary Market cap. (Rs mn) 15,487
EPS (Rs) FY22E FY23E  Market cap. (USS mn) 208
Safari Industries reported better than expected Q1FY22 result. Its sales/ EBIDTA were DBl Capital 54 132  3-mdaily average value (Rs mn) 18.9
significantly above our estimates. Safari Industries’ net sales increased by 5x YoY to Consensus 67 214 52-weekhigh/low Rs841 / 350
Rs1,202 mn on a very weak base of Q1FY21. Even EBIDTA improved to Rs71 mn % difference (19.4) (38.2) Sensex/Nifty 54,526 / 16,282
compared to loss in Q1FY21 and interest cost fell 49% YoY to Rs10 mn. Hence, net profit
improved to Rs25 mn (loss ?f Rs193 mn m. Q.1FY21), but fell 60% QoQ as restriction in P E——
travel affected not only top-line but also logistics costs.
Promoters 50.4 2400
We raise our FY22/FY23 sales/EBITDA estimate by 23%/17% as we anticipate the Fll 16.2 2150 A
improvement in travel and tourism which in turn should lead to higher luggage sales. DIl 20 1900 -
Hence, our FY22/FY23 EBITDA forecasts are higher by 34%/17%. We raise our target Public 31.4 1650 1
PER multiple to value Safari stock as we foresee market share gains, strong 140.0 4
improvement in sales and higher profitability over coming two-three years. We now 1:2'2 1
value the stock at a PER of 40x (earlier 32x) FY23 EPS to derive a target price of Rs888 1m 3m -12m SSR838383RA3RSIART
(earlier Rs557) and upgrade the stock to a BUY from HOLD earlier. Absolute 04 157 916 £5373858&83588553°2
Key Highlights and Investment Rationale ReltoSensex  (37) 56 487 e industres e
®  Safari remains focused on cost cutting measures: Although Q1FY22 was impacted by Financial snapshot (Rs mn)
lockdowns across regions, Safari’s sales fell only 10% QoQ. It likely gained market LD e FY20 Fy21 FY22E FY23E
share in the quarter as per our channel checks. Although its EBITDA fell 47% QoQ to Revenue >,726 6,859 3,280 4,962 6,451
Rs71 due to fall in sales, it reported a net profit of Rs25 mn in a quarter which was EBITDA 219 720 (59) 266 853
o ) EBITDA (%) 9.1 10.5 (1.8) 5.4 13.2
marred down due to severe restrictions in travel and tourism. Adj. PAT - P (209) - o
B Upgrade to BUY: Over the past 4 quarters, Safari has continued to gain market share EPS (Rs) 121 13.8 (9.4) 1.7 22.2
despite industry headwinds. Also, its cash management has been prudent in the past EPS Growth (%) 27.2 13.6 - - 1,2306
one year. We remain structurally positive on the growth prospects of luggage PE (x) 57.2 50.3 - 414.5 31.2
industry, although we believe near-term sales/earnings are likely to remain weak. We Dividend Yield (%) ol L1 . 0 0.1
applaud management’s ability to outperform industry sales growth and also cost EZI/EE(ZIDA ) ii; ii‘: (26(2'2; 5?'2 12';
cutting measures (including improving balance sheet). Hence, we upgrade the stock : : : : :
RoCE (%) 16.5 15.6 (8.2) 1.9 18.3

to a BUY from a HOLD earlier. Source: IDBI Capital Research;
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Exhibit 1: Quarterly Snapshot (Standalone)
Year-end: March
Net sales
Expenditure
EBITDA
EBITDA margin (%)
Interest
Depreciation
PBT
Tax
Net income

Diluted EPS (Rs)

Source: Company; IDBI Capital Research

Exhibit 2: Actual vs. Estimates

Net sales

EBTIDA

Margin (%)

Net profit

Adj. diluted EPS (Rs)

Source: Company; IDBI Capital Research

Q1FY22
1,202
1,130

71

5.9

Q4FY21

1,329
1,195
134
10.1
7

47

Q1FY22E

QoQ (%)

(9.6)
(5.4)
(47.0)
-418bps
56.2
(5.3)
(58.7)
(56.2)
(59.6)
(59.6)

Q1FY21

201
392
-191
(94.8)
20

53
(252)
(59)
(193)
(8.7)

(Rs mn)

YoY (%)

497.3
188.5
(137.3)
NA
(48.9)
(15.8)
NA

NA

NA

NA

(Rs mn)

Variance (%)

275.7
NA
38bps
NA
NA

N
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Exhibit 3: Change in estimates

(%) Chg (%) Chg
Revenue (Rs mn) 4,021 4,962 23.4 5,502 6,451 17.2
EBITDA (Rs mn) 199 266 33.7 731 853 16.7
EBITDA margin (%) 4.9 5.4 41bps 13.3 13.2 -6bps
Net profit (Rs mn) -58 37 nm 395 495 25.3
EPS (Rs) -2.6 1.7 nm 17.7 22.2 25.5

Source: Company; IDBI Capital Research
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Financial Summary

Profit & Loss Account (Rs mn) Cash Flow Statement (Rs mn)
Year-end: March FY20 FY21  FY22E  FY23E Year-end: March FY20 FY21 FY22E  FY23E
Net sales 6,859 3,280 4,962 6,451 Pre-tax profit 402 (288) 80 662
Growth (%) 19.8  (52.2) 51.3 30.0 Depreciation (225) (204) (204) (212)
Operating expenses (6,139)  (3,339) (4,696) (5,598) Tax paid (111) (8) (42) (167)
EBITDA 720 (59) 266 853 Chg in working capital 138 1,116 (241) (355)
Growth (%) 38.6 - - 220.5 Other operating activities 261 61 (27) (37)
Depreciation (225) (204) (204) (212) Cash flow from operations (a) 776 925 (27) 314
EBIT 495 (264) 62 641 Capital expenditure (465) (43) (250) (250)
Interest paid (102) (58) (22) (25) Chg in investments - - (34) -
Other income 10 33 40 46 Other investing activities - - - -
Pre-tax profit 402 (288) 80 662 Cash flow from investing (b) (465) (43) (284) (250)
Tax (96) 80 (42) (167) Equity raised/(repaid) 0 0 (0) -
Effective tax rate (%) 23.8 27.6 53.2 25.2 Debt raised/(repaid) (290) (692) 100 -
Minority interest - - - - Dividend (incl. tax) (13) - (22) (22)
Net profit 307 (209) 37 495 Chg in minorities - - - -
Adjusted net profit 307 (209) 37 495 Other financing activities - - - -
Growth (%) 13.6 (168.0) (117.8) 1,230.6 Cash flow from financing (c) (303) (692) 78 (22)
Shares o/s (mn) 22 22 22 22 Net chg in cash (a+b+c) 9 189 (234) 42
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Balance Sheet

Year-end: March FY20

Net fixed assets 667

Investments

Other non-curr assets 105

Current assets 3,259
Inventories 1,600
Sundry Debtors 1,475
Cash and Bank 16

Loans and advances

Total assets 4,031
Shareholders’ funds 2,306
Share capital 45
Reserves & surplus 2,261
Total Debt 746
Secured loans 746

Unsecured loans

Other liabilities 256
Curr Liab & prov 723
Current liabilities 711
Provisions 12
Total liabilities 1,725
Total equity & liabilities 4,031
Book Value (Rs) 103

Source: Company; IDBI Capital Research

Financial Ratios

Year-end: March

Adj. EPS (Rs)

Adj. EPS growth (%)

EBITDA margin (%)

Pre-tax margin (%)

ROE (%)

ROCE (%)

Turnover & Leverage ratios (x)
Asset turnover (x)

Leverage factor (x)

Net margin (%)

Net Debt/Equity (x)

Working Capital & Liquidity ratio
Inventory days

Receivable days

Payable days

Valuation

Year-end: March
P/E (x)

Price / Book value (x)
PCE (x)

EV / Net sales (x)

EV / EBITDA (x)
Dividend Yield (%)

FY20

13.8

13.6

10.5
5.9
14.2

15.6

1.7
1.8
4.5
0.3

85
78
36

FY20
50.3
6.7
29.0
24
22.5
0.1

FY21

(9.4)
(1.8)
(8.8)
(8.2)
(8.2)

0.8
1.6
(6.4)
0.0

127
101
76

FY21

5.5

4.7

FY22E

1.7

5.4
1.6
1.3
1.9

13
1.4
0.7
0.0

80
75
41

FY22E

414.5

5.5

64.0

31

58.2
0.1

FY23E

22.2
1,230.6
13.2
10.3
16.3
18.3

15
14
7.7
0.0

79
70
45

FY23E

31.2

4.7

21.8

2.4

18.1

0.1
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