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Company Background

Kattali Textile Limited (KTL) is a 100% export oriented company engaged in manufacturing,
sewing, cutting and finishing of different types of garment products. The company mainly
produces woven garments of various specifications, compositions, color and qualities,
which in total generate 100% of the total revenue. The company does not sell any product
in the domestic market.

The company commenced commercial operation in March 2004 and was converted to a
public limited company in October 2016. The company does not have any subsidiary,
associates company, joint venture or holding company.

As of June 2017, the installed capacity of the company was 404,250 pcs of garments and
woven products per month with an actual capacity utilization rate of 86.9%. According to the
management of the company, over the next three years, the overall installed capacity and
actual capacity utilization rate is going to be increased at a CAGR of approximately 12.1%
and 0.2% respectively as the total market of the garments and woven products and the
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market share of KTL in this market is increasing. Major shareholders of the company are Mn BDT 2014 201510M 2016 2017 9M 2018*
individuals and sponsors & directors with 45.4% and 30.3% of post-IPO shares Turnover 561.6  564.4 486.3 595.3 490.5
respectively. Currently, the company has around 1,235 full-time employees. Cost of Goods Sold -451.1 -459.0  -376.5 -459.3 -372.2
IPO Details Gross Profit 110.5 105.4 109.8 135.9 118.2
. ) . _ R o _ R Operating Expenses -24.1 -23.6 -193  -244 -18.3
Kattali Textile Limited will raise BDT 340.0 million as IPO proceeds through fixed price Operating Income 86.4 818 904 1115 09.9
method by offering 34.0 million ordinary shares of BDT 10.0 each. Proceeds from initial ‘p ) 9 : : ! ! :
public offering (IPO) will be used for the construction of a factory building and dormitory, ~Financial Expenses -3.0 4.5 88 58 -6.0
acquisition of new machinery, electric installation of transformer and generator, bank loan  Net Operating Profit 83.3 77.3 81.7 105.7 93.9
repayment and IPO expenses. The break down of IPO proceeds is shown below: Other Income 2.7 2.1 14 13 1.1
Use of IPO Proceeds Mn BDT % of Proceed Profit Before WPPF 86.0 79.4 83.1  107.0 95.0
Construction of a Factory Building Expansion Unit 172.8 50.8% Frovision for WPPF 0.0 0.0 0.0 0.0 45
Construction of Dormitory for employee 25.3 7.4% EBT 86.0 79.4 831 107.0 90.5
Acquisition of New Machinery for Expansion Unit 89.8 26.4% Income Tax Expenses 178 119 252 01 -10.9
Electric Installation of Transformer & Generator 8.0 2.4% NPA_T 68.2 67.5 57.9 106.9 79.6
Bank Loan Repayment (One Bank Limited) 25.0 7.49, BasicEPS 27 12 20 21 15
PO Expenses 19.1 5.6% *10 months from August 2015 to June 2016; **9 months from July 2017 to March 2018
Total 340.0 100.0% Balance Sheet
Key Points Mn BDT 2014 2015 10M2016* 2017 9M 2018**
o Kattali Textile Limited has reported a top line CAGR of 3.6% over the last 5 years Fixed Assets: ) 559.4  571.4 5941 776.9 745.7
from 2013-2017 with an average gross profit margin of 24.4%. The bottom line FoPerty: Plant and Equipment 5594 5714 5684 7115 6769
CAGR was 12.3% with an average net profit margin of 13.4%. The increase in  Capital Work in Progress 0.0 0.0 257 654 68.8
bottom line CAGR is due to the increase in the efficiency of its operations. Current Assets 270.6 319.3 442.8 485.2 593.0
®  KTL is raising IPO proceeds primarily for the construction of a factory building and ~ 'nventories 924 967 1377 1611 2019
acquisition of brand new machinery and equipment. These ventures are to be Accounts Receivable 151.5 1931 2245 2547 3123
implemented within 24 months of receiving the IPO proceeds and expected to have  Advances, Deposits & Prepayments ~ 23.5  27.7 785 69.0 729
a positive impact on the revenue and the company’s manufacturing line. The Cash & Cash Equivalent 32 18 21 03 59
company will also use BDT 25 million from the IPO proceed for repayment of bank as ash kquivalents : : ’ ’ :
loan, which will reduce the company’'s financial expenses. According to the Total Assets 830.0 890.7 1037.0 1262.0 13387
management, the company is trying to mitigate the dependency on debt financing  Share Holders' Equity: 390.2 457.7  543.5 11264 1206.1
and focus on equity financing. Share Capital 5.0 5.0 100.0  550.0 550.0
®  In the budget of FY 2018-19, the Government has proposed a reduction in the Retained Earnings 385.2 4527 4435 5764  656.1
corporate tax rate for the listed export-oriented textile companies from 15% to Non-Current Liabilities: 2231 2325 3066 331 33.8
12.5%. This is going to impact the NPAT margin of KTL positively. Share Money Deposit 203.6 203.6 264.4 0.0
®  The company mainly serves products in the North American and European Deferred Tax Liability 195 257 396 309 326
markets. In 2017, Regatta Limited contributed ~27.1% of the total turnover of KTL, Long Term Loan 0.0 3.1 27 23 1.2
followed by Norwest Industries Limited (22.7%), JCORP INC (13.7%), White Wave Current Liability: 216.6 200.5 186.8 102.4 98.8
Sportswear Inc. (12.2%) and Onia LLC (12.0%). The company also has buyers like  Bank Draft 262 232 279 323 30.8
Wal-Mart, Gran Inc., Calvin Klein, Weatherproof, Kohls and JC Penney. As the top Accounts Payable 6.0 49 34 39 31
five buyers of the company generate ~88% of the total revenue, losing any of these c Portion of Long Term L. 0'0 0'0 0'4 0'4 0'8
buyers will impact the top line significantly. urrent Portion of Long Term Loan - - - - -
. i ) ) ) Liabilities For Expenses 21.0 27.2 37.9 394 48.6
The fTetxtlle and tA?par:elh lndL:_\’stryd |r|\1/I Earg}ladesft] compfrls?s ovi’r 5,000 Short Term Loan 1633 1452 1173 26.4 1.0
manufacturers, most of which are Ready Made Garments manufacturers. However, . .
among the listed companies in the textile sector, only 6 companies are considered Total Equity and Liabilities 830.0 890.7 1037.0 12620 1338.7
as major competitors of KTL among which C&A Textile Limited (CNATEX) has the *10 months from August 2015 to June 2016; **9 months from July 2017 to March 2018
highest market share of 24.7% with a turnover of BDT 1.9 billion followed by Cash Flow Statement
Zahintex Industries Limited (ZAHINTEX) (16.9%) with a turnover of 1.3 billion, Alltex " -
Industries Limited (ALLTEX) (14.5%) with a turnover of BDT 1.2 billion and HWA Mn BDT 2014 201510M2016"  20179M 2018
Well Textiles (BD) Limited (HWAWELLTEX) (14.3%) with a turnover of BDT 1.1  Operating Activities 928 780 24  116.2 37.2
billion in 2017. The o?her tw_o co_mpe_tit(_)rs are Regent Te)§ti|e Mills Limited Investing Activities 1717  -56.9 587 -210.9 8.1
(REGENTTEX) and Rahim Textile Mills Limited (RAHIMTEXT) with a market share . o
of 13.3% and 9.0% and turnover of BDT 1.1 billion and BDT 0.7 billion in 2017 ~ Financing Activities 719 224 566 930  -236
respectively. Kattali Textiles Limited had a turnover of BDT 595.3 million in 2017. Net Cash Flow -7.0 1.4 0.3 -1.8 5.6
° *10 months from August 2015 to June 2016; **9 months from July 2017 to March 2018

The major raw materials for KTL is garment and accessories. Most of the raw
materials of KTL are imported; mainly from China (67.3%) and Taiwan (10.2%).
Additionally, KTL procures a good amount of packaging and carton materials from
local suppliers as well. As the company imports most of the raw materials,
fluctuations in the related foreign currency rates may adversely affect the
company’s liquidity and profitability. Therefore, the company is exposed to
exchange rate risks.

Comparable & Trading Multiples

Trailing P/E multiples of other listed comparable stocks in the textiles sector are given
below:

DSE Ticker Market Cap * TTM Earnings* PIE
HWAWELLTEX 2178.4 131.6 16.3x
ZAHINTEX 1186.5 59.7 20.3x
REGENTTEX 2587.2 135.1 19.6x
RAHIMTEXT 3011.5 60.4 51.1x

Ratios

2014 201510M 2016* 2017 9M 2018**
Gross Profit Margin 19.7% 18.7% 22.6% 22.8% 24.1%
Operating Profit margin 15.4% 14.5% 18.6% 18.7% 20.4%
Net Profit Margin 121% 12.0% 11.9% 18.0% 16.2%
Revenue Growth 8.5% 0.5% N/A  22.4% N/A
Gross Profit Growth 16.5% -4.6% N/A  23.9% N/A
Operating Profit Growth 15.5% -7.2% N/A  29.5% N/A
NPAT Growth 1.4% -1.1% N/A  84.7% N/A
Debt to Asset 19.7% 16.7% 11.6% 2.3% 1.0%
Net Debt to Equity 41.0% 32.0% 21.7% 2.6% 0.6%
Return on Asset 9.0% 7.9% 70%  5.0% 8.2%
Return on Equity 18.9% 16.1% 13.5% 6.9% 9.2%
Effective Tax Rate 20.7% 15.0% 30.3% 0.1% 12.0%

*in BDT Million

*10 months from August 2015 to June 2016; **9 months from July 2017 to March 2018
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IMPORTANT DISCLOSURES

Analyst Certification: Each research analyst and research associate who authored this document and
whose name appears herein certifies that the recommendations and opinions expressed in the research report
accurately reflect their personal views about any and all of the securities or issuers discussed therein that are
within the coverage universe.

Disclaimer: Estimates and projections herein are our own and are based on assumptions that we believe
to be reasonable. Information presented herein, while obtained from sources we believe to be reliable, is not
guaranteed either as to accuracy or completeness. Neither the information nor any opinion expressed herein
constitutes a solicitation of the purchase or sale of any security. As it acts for public companies from time to time,
BRAC-EPL may have a relationship with the above mentioned company(s). This report is intended for distribution
in only those jurisdictions in which BRAC-EPL is registered and any distribution outside those jurisdictions is
strictly prohibited.

Compensation of Analysts: The compensation of research analysts is intended to reflect the value of the
services they provide to the clients of BRAC-EPL. As with most other employees, the compensation of research
analysts is impacted by the overall profitability of the firm, which may include revenues from corporate finance
activities of the firm's Corporate Finance department. However, Research analysts' compensation is not directly
related to specific corporate finance transaction.

General Risk Factors: BRAC-EPL will conduct a comprehensive risk assessment for each company under
coverage at the time of initiating research coverage and also revisit this assessment when subsequent update
reports are published or material company events occur. Following are some general risks that can impact future
operational and financial performance: (1) Industry fundamentals with respect to customer demand or product /
service pricing could change expected revenues and earnings; (2) Issues relating to major competitors or market
shares or new product expectations could change investor attitudes; (3) Unforeseen developments with respect
to the management, financial condition or accounting policies alter the prospective valuation; or (4) Interest rates,
currency or major segments of the economy could alter investor confidence and investment prospects.

BRAC EPL Stock Brokerage Limited

Research

Ayaz Mahmud, CFA Deputy Head of Research ayaz.mahmud@bracepl.com 01708 805 221
Md. Sakib Chowdhury Research Analyst sakib.chowdhury@bracepl.com 01709 641 247
S. M. Samiuzzaman Research Analyst sm.samiuzzaman@bracepl.com 01708 805 224
Sadman Sakib Research Associate sadman.sakib@bracepl.com 01730 727 939
Ahmed Zaki Khan Research Associate zaki.khan@bracepl.com 01708 805 211
Md. Rafiqul Islam Research Associate mrafiqulislam@bracepl.com 01708 805 229

International Trade and Sales

Head of International Trade
Ahsanur Rahman Bappi & Sal bappi@bracepl.com 01730 357 991
ales

BRAC EPL Research
www.bracepl.com
Symphony, Plot No.: S.E.(F) — 9(3rd Floor), Road No.: 142

Gulshan Avenue, Dhaka — 1212
Phone: + (880)-2-9852446-50
Fax: + (880)-2-9852451-52



http://www.bracepl.com/

