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 Rupa & Company 
Disappointing Q1; new credit terms might slowdown the growth

Consumer Discretionary Sharekhan code: RUPA

Reco/View: Neutral â CMP: Rs. 340 Upside potential: 10% â

á Upgrade  Maintain â Downgrade

Powered by the Sharekhan 3R Research Philosophy

Summary

 � Rupa & Co (Rupa) registered disappointing numbers for Q1FY2023 with flat revenues (mid-teens volume 
decline); higher ad spends and lower operating leverage led to sharp decline in the EBIDTA margins, 
dragged down PAT by 60%.

 � Company has changed credit terms for trade channels in key states of Bihar, Uttar Pradesh and 
Rajasthan, which along with lower demand affected sales in Q1. We expect recovery in these key states 
will take some time.

 � Rupa has maintained medium-term guidance of high double digit revenue growth aided by strong 
expansion in new towns, doubling of modern trade/exports and good traction in new launches/
segments.

 � In view of the expected slow recovery in the performance due to near term headwinds we downgrade our 
view on the stock to Neutral from Positive and expect an upside of 10%. The stock trades at 14.8x/12.0x 
its FY2023E and FY2024E earnings.

Valuation (Consolidated) Rs cr

Particulars FY21 FY22 FY23E FY24E

Revenue 1,313 1,474 1,652 1,943

EBITDA Margin (%) 19.6 18.2 16.3 16.6

Adjusted PAT 175 192 183 226

Adjusted EPS (Rs.) 22.0 24.1 23.0 28.4

P/E (x) 15.4 14.1 14.8 12.0

P/B (x) 3.7 0.3 0.3 0.2

EV/EBITDA (x) 10.9 1.8 1.0 0.8

RoNW (%) 26.8 23.8 19.4 20.8

RoCE (%) 27.4 23.7 21.6 24.9

Source: Company; Sharekhan estimates

Rupa & Co posted disappointing numbers in Q1FY2023 on account of tightening of credit terms in some 
of its key markets such as Rajasthan, Uttar Pradesh and Bihar along with lower demand in the domestic 
market. The company lost market share due to a change in the credit terms in these key states.  The 
company’s revenues stood flat at Rs. 214.7 crore with sales volume decline stood at mid-teens while price 
hikes of 17-18% resulted in flat sales. The price hikes aided the company to post 401 bps y-o-y increase in 
gross margin to 70% (improved sequentially from 54.3%). However higher advertisement spends (stood at 
10% in Q1) and lower operating leverage led to sharp decline in the EBIDTA margins. EBIDTA decreased 
by 56.1% y-o-y to Rs. 18.5 crore and PAT decreased by 54% y-o-y to Rs. 12.4 crore.

Key positives

 � Women’s wear registered a growth of 27% y-o-y.

 � Key growth levers such as X factors (grew by 31% y-o-y) and Modern trade/exports grew by 140%/122% 
y-o-y during the quarter.

 � A significant price hike of 17-18% helped mitigate raw material price inflation, driving up gross margins 
by 401 bps y-o-y.

Key negatives

 � Change in credit terms in key states led to mid-teens volume decline.

 � Higher ad and media spends and lower operating leverage led to sharp decline in the EBIDTA margins.

 � Higher inventories drove up working capital to Rs. 900 crore from Rs. 650 crore in Q1FY2022.

Management Commentary

 � A change in the credit terms of various channels in key markets such as Rajasthan, UP and Bihar resulted 
in the lower sales in the Q1. The management expects revenue performance to recover in the coming 
quarters and working capital to improve as credit terms changes will help in reducing debtors in the 
coming quarters.

 � Company expects the new pillars to register 55% y-o-y growth in FY2023 and grow by 5x over the next 
three years led by focused strategies of new launches and expansion of reach.

 � New media campaigns led to ad-spends as a percentage to sales standing at 10% in Q1FY2023. 
Management expects the figure to be at 6-7% of sales in the near term.

 � EBIDTA margins would stay low in FY2023 due to inflated raw material prices and higher ad-spends. 
However, the same is expected to improve in FY2024.

 � Working capital increased by Rs. 250 crore on y-o-y basis due to higher inventory of raw materials. With 
revised credit terms and declining prices of cotton and yarn, the working capital is expected to reduce 
in the coming years.

Revision in estimates – We have reduced our earnings estimates for FY2023 and FY2024 to factor in lower 
than expected performance in Q1FY2023 and lower EBIDTA margins than earlier expected.

Our Call

View: Downgrade to Neutral; expect 10% upside: Rupa registered disappointing numbers in Q1FY2023. 
We expect the recovery in the operating performance will take some time. However, in the medium term the 
management has maintained its guidance of higher teen revenues growth and improvement in profitability 
due to improved mix and better operating leverage. The stock has corrected by 28% in the past six months 
due to the exit of CEO/CFO and dismal performance for the past two quarters. The stock is currently trading 
at 14.8x and 12.0x its FY2023E and FY2024E earnings. In view of near term headwinds, we revise downwards 
our view on the stock to neutral with an upside of 10%. Any significant and consistent improvement in the 
operating performance in the coming quarters would act as a re-rating trigger for the stock.

Key Risks

Any quick recovery in the performance in the coming quarters and strengthening of balance sheet with 
reduction in working capital will act as a key risk to our recent rating downgrade.
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Company details

Market cap: Rs. 2,704 cr

52-week high/low: Rs. 585/300

NSE volume:  
(No of shares)

6.6 lakh

BSE code: 533552

NSE code: RUPA

Free float:  
(No of shares)

2.1 cr

Source: Morningstar
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Weak Q1; Marginal revenue decline due to over ~15% decline in volume

Rupa & Company (Rupa) revenue marginally declined by 1.5% y-o-y on a low base of Q1FY2022 to Rs. 214.7 
crore, lower than our expectations of Rs. 287.6 crore. Volumes declined by more than 15% during the quarter 
due to lack of demand and implementation of tight credit policy in major states of Bihar, UP and Rajasthan. 
Womenswear delivered 27% y-o-y growth in value terms, with volume remaining flat. On a sequential basis, 
revenue was down by 52.9%. Gross margin grew by 401 bps y-o-y to 70%, while EBITDA margins sharply 
declined by 1,072 bps y-o-y to 8.7% impacted by lower revenue coupled with higher advertisement expenses. 
EBITDA margins were lower than our expectation of 16.0%. EBITDA declined by 56.1% y-o-y to Rs. 18.5 crore. 
This coupled with higher interest charges led to 60.1% y-o-y decline in reported PAT to Rs. 12.4 crore, lower 
than our expectation of Rs. 28.1 crore.

Key pillars grew by over 30% y-o-y

Revenue from x-factor areas (regions where the company has a strong presence) grew by 31% y-o-y in 
Q1FY2023 to Rs. 34 crore. The company expects these areas to register 45% y-o-y growth in FY2023 and 
grow by 3x over the next four years with a focus on building a complete ecosystem of team marketing, retail, 
and distribution network. Revenue from the modern trade channel came in at Rs. 13 crore, up 140% y-o-y. For 
FY2023, the company targets 60% revenue growth in modern trade with a 4x growth expected over the three 
years through 1) Focus on e-commerce via partnerships with Amazon, Flipkart, and other online retailers; 2) 
Driving direct sales from own website; and 3) focus on EBO expansion and growing in select LFS. Revenue 
from exports grew by 122% y-o-y in Q1FY2023 to Rs. 11 crore. International business is gaining good traction, 
and the company expects export revenue to grow by 70% y-o-y in FY2023 and by 5x in the next three years 
with a focus on Middle East, Bangladesh, Africa, and Russia. The government business registered 33% y-o-y 
growth to Rs. 3 crore, led by higher volume from introduction of new products. The company expects this 
business to register 55% y-o-y growth in FY2023 and grow by 5x over the next three years backed by new 
launches.

Continued to expand the physical and online presence

Rupa currently has 23 exclusive brand outlets (EBOs) and it plans to expand its pan-India presence with 150 
EBOs in the next 2-3 years (plans to add over 50 stores in FY2023) by establishing franchise model within 
the top 50 cities. In Q1FY2023, Rupa launched its flagship store of 1,000 sq ft in Kolkata. In case of modern 
trade, the company currently has store count of more than 150 stores and the company aims to double the 
store count in Regional Large Format Stores such as Pothy’s, Lulu, Sarvana, Jayachandra, and Chennai Silks. 
Rupa’s aim is to increase its brand presence across more than 1,000 point of sales in the next two years. 
Rupa is currently present on all e-commerce sites and the company plans to launch Rupa in the global online 
market of UAE via Amazon.

Key conference call highlights

 � Revenues declined as volumes slumped: In Q1FY2023, revenues declined by 1.5% y-o-y on the back 
of a more than 15% decline in volumes that in turn fell due to lower demand for products and also due 
to implementation of a tight credit policy in few of the major states like UP, Bihar and Rajasthan. The 
management has indicated that the change in credit policy will be beneficial for the company in the long 
run.

 � Price hike to mitigate higher input cost pressures: The company undertook calibrated price hike of 4-5% 
in Q1FY2023 to mitigate the impact of higher raw material prices. On a yearly basis, price hike is 17-18% as 
compared to last year.

 � Profit hit by various factors: Net margins declined by 669 bps y-o-y to 8.7% in Q1FY2023 as multiple factors 
affected profitability. Higher employee cost had an impact of ~141 bps, higher rent expenses impacted 
margin by ~536 bps, higher other expenses (includes advertisement cost) and interest cost led to ~796 bps 
and ~122 bps decline in margins. Higher other income (up by ~169 bps) and lower tax (down by ~354 bps) 
partially mitigated the impact.
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Results (Standalone) Rs cr

Particulars Q1FY23 Q1FY22 y-o-y (%) Q4FY22 q-o-q (%)

Total revenue 214.7 218.0 -1.5 455.5 -52.9

Cost of goods sold 64.5 74.2 -13.1 208.0 -69.0

Employee cost 17.2 14.4 19.5 21.6 -20.4

Rent Expenses 69.9 59.3 17.9 90.8 -23.0

Other expenditure 44.6 28.0 59.6 60.8 -26.7

Total expenditure 196.2 175.8 11.6 381.3 -48.5

EBITDA 18.5 42.1 -56.1 74.2 -75.1

Other income 5.6 2.0 - 3.6 57.3

Interest & other financial cost 5.8 3.2 79.5 6.2 -6.1

Depreciation 3.3 3.4 -3.5 3.4 -1.5

PBT 15.0 37.5 -60.1 68.2 -78.1

Tax 2.5 10.3 -75.4 18.9 -86.6

Adjusted PAT 12.4 27.2 -54.3 49.3 -74.8

EPS (Rs. ) 1.6 3.4 -54.3 6.2 -74.8

   bps  bps

GPM (%) 70.0 65.9 401 54.3 -

EBITDA Margin (%) 8.7 19.4 - 16.4 -768

NPM (%) 5.8 12.5 -668 10.9 -502

Tax rate (%) 16.9 27.4 - 27.7 -

Source: Company, Sharekhan Research

 � Investment on brands to continue: Advertisement & marketing expenses in Q1FY2023 are high as the 
company conducted multiple campaigns on national level in Q1FY2023 and also endorsed a new celebrity 
ambassador. Q1 advertisement/marketing spends were high at 10% of revenue due to lower revenue and 
higher spends. The company plan to keep ad spends at 6-7% of revenue going ahead.

 � Working capital days to stabilise in FY2023: In Q1FY2023, working capital stood higher at Rs. 900 crore 
up from Rs. 650 crore in Q1FY2022 affected by stocking of semi-finished goods. Working capital days 
came in at 212 days in Q1FY2023 with inventory days at 149 days & debtor days at 107 days. Overall, the 
company is targeting working capital days of 155-160 days for FY2023.
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One-year forward P/E (x) band

Source: Sharekhan Research 

Outlook and Valuation

n Sector view - Innerwear market gaining traction due to multiple drivers
Innerwear, which was earlier depicted as a mere essential, has transformed itself into a fashion statement in 
the past few years. It is expected to post an ~11% CAGR in the next decade to reach ~Rs. 89,700 crore by 2028E 
from ~Rs. 32,000 crore in 2018. Growth in this industry will be aided by factors such as emergence of purpose-
specific innerwear (sporty, casual, and fashionable), increasing income levels, high spending power, and growth in 
penetration of organised retail among others. Women’s innerwear segment, which accounts for ~66% of the total 
innerwear market, is expected to grow at a faster pace of 12.5% CAGR over 2018-2028, while the men’s innerwear 
segment is expected to post a 7% CAGR during the same period. Another segment, which is gaining traction, is 
athleisure, as customers are getting comfortable with the idea of wearing premium and easy-to-wear casual wear.

n Company outlook - recovery will take time in near term; medium term growth levers intact
Rupa & Co posted disappointing numbers in Q1FY2023 led by tightening of credit terms in some of the key states 
of business such as Rajasthan, Uttar Pradesh and Bihar along with lower demand in the domestic market. The 
company lost market share due to change in the credit terms in these key states. On the other hand, management 
has maintained its guidance of achieving a 15-18% revenue growth over the next two years with volume growth at 
8-10% and the rest will be driven by realisation growth (due to better mix and price hikes). Key growth pillars are 
expected to grow at 40-50% (exports to grow 5x over the next four years, thermal wear will be a Rs. 200  crore 
segment over the next two years, and women wear to grow at 25% p.a.). With raw-material prices remaining high 
and higher ad-spends, management has guided for lower EBIDTA margins y-o-y.

n Valuation - Downgrade to Neutral with an upside of 10%: 
Rupa registered disappointing numbers in Q1FY2023. We expect the recovery in the operating performance 
will take some time. However, in the medium term the management has maintained its guidance of higher teen 
revenues growth and improvement in profitability due to improved mix and better operating leverage. The stock 
has corrected by 28% in the past six months due to the exit of CEO/CFO and dismal performance for the past two 
quarters. The stock is currently trading at 14.8x and 12.0x its FY2023E and FY2024E earnings. In view of near 
term headwinds, we revise downwards our view on the stock to neutral with an upside of 10%. Any significant and 
consistent improvement in the operating performance in the coming quarters would act as a re-rating trigger for 
the stock.     

Peer Comparison

Companies
P/E (x) EV/EBITDA (x) RoCE (%)

FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E

Page Industries - 74.2 62.3 70.2 50.6 42.7 66.1 69.0 64.2

Dollar Industries 16.6 13.9 11.0 14.4 10.0 8.4 26.3 24.9 24.3

Rupa & Company 14.1 14.8 12.0 1.8 1.0 0.8 23.7 21.6 24.9
Source: Company, Sharekhan estimates
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About company

Rupa is one of the leading knitwear brands in India, covering the entire range of knitted garments from innerwear 
to casual wear. Rupa has a broad and unparalleled product portfolio of innerwear, thermal wear, and casual and 
athleisure wear. The company has a bouquet of brands across all price segments — economy, mid-premium, 
premium as well as super-premium across men, women, and kids. The company has four state-of-the-art 
manufacturing facilities in Domjur (West Bengal), Tirupur (Tamil Nadu), Bengaluru (Karnataka), and Ghaziabad 
(NCR) with a capacity of 7,00,000 finished goods per day. The company has pan-India presence with over 1,500 
dealers and over 1,50,000 retail touchpoints.

Investment theme

Rupa is the leading knitwear brand in India with a diversified product portfolio from innerwear to casual wear. The 
company has a market share of 16% in the domestic innerwear market in India. To maintain its strong position in the 
knitwear market, the company is focusing on improving its position in categories such as athleisure, womenswear 
and thermal wear and is expanding its presence in low penetrated markets such as south and west India. Strong 
focus on improving mix through increased presence in premium categories, efficient business model, and expanding 
distribution reach through direct distribution aided the company to post strong margin improvement in the past 
few years.
 
Key Risks

 � Volatility in raw-material prices: Cotton yarn and fabric account for approximately 70% of the total raw-material 
cost. Any inability to pass on the impact of rise in raw-material prices may negatively affect earnings.

 � Entry of Foreign Players: With markets being global and digital, it is becoming easier for foreign brands to 
penetrate into Indian domestic markets; thus, creating stiff competition for existing players in the organised 
sector.

 � Changing customer behaviour and spending capacity: Rapid change in customer preferences is a risk as it 
may lead to loss of business to its competitors. In addition, any downward deviation in economic growth will 
affect the consumers’ discretionary spends, thereby, negatively affecting the company’s earnings potential.

Additional Data

Key management personnel

Prahlad Rai Agarwala Chairman

Kunj Bihari Agarwal Managing Director

Ramesh Agarwal Chief Executive Officer

Dinesh Lodha Chief Executive Officer

Manish Agarwal Company Secretary & Compliance Officer
Source: Company

Top 8 shareholders

Sr. No. Holder Name Holding (%)

1 Ziyan Developers LLP 2.51

2 Abakkus Emer OPP Fund1 2.04

3 Abakkus Growth Fund 2 1.14

4 Grantham Mayo Van Otterloo & Co LLC 0.70

5 Matt Fiorita 0.65

6 MD Financial Management Inc 0.33

7 Samsung Life Insurance 0.19

8 Dimensional Fund Advisors LP 0.08
Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.



Understanding the Sharekhan 3R Matrix

Right Sector

Positive Strong industry fundamentals (favorable demand-supply scenario, consistent 

industry growth), increasing investments, higher entry barrier, and favorable 

government policies  

Neutral Stagnancy in the industry growth due to macro factors and lower incremental 

investments by Government/private companies

Negative Unable to recover from low in the stable economic environment, adverse 

government policies affecting the business fundamentals and global challenges 

(currency headwinds and unfavorable policies implemented by global industrial 

institutions) and any significant increase in commodity prices affecting profitability.

Right Quality

Positive Sector leader, Strong management bandwidth, Strong financial track-record, 

Healthy Balance sheet/cash flows, differentiated product/service portfolio and 

Good corporate governance.

Neutral Macro slowdown affecting near term growth profile, Untoward events such as 

natural calamities resulting in near term uncertainty, Company specific events 

such as factory shutdown, lack of positive triggers/events in near term, raw 

material price movement turning unfavourable

Negative Weakening growth trend led by led by external/internal factors, reshuffling of 

key management personal, questionable corporate governance, high commodity 

prices/weak realisation environment resulting in margin pressure and detoriating 

balance sheet

Right Valuation

Positive Strong earnings growth expectation and improving return ratios but valuations 

are trading at discount to industry leaders/historical average multiples, Expansion 

in valuation multiple due to expected outperformance amongst its peers and 

Industry up-cycle with conducive business environment.

Neutral Trading at par to historical valuations and having limited scope of expansion in 

valuation multiples.

Negative Trading at premium valuations but earnings outlook are weak; Emergence of 

roadblocks such as corporate governance issue, adverse government policies 

and bleak global macro environment etc warranting for lower than historical 

valuation multiple.
Source: Sharekhan Research 
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