Technical
textiles’
contribution to
total revenues
will increase
from 25 per cent
to 35 per centin
two years

Shishir Jaipuria,
managing director,
Ginni Filaments

trading at 3.59 times its FY12 earnings Spiﬂning gI'OWth

(See table: Surging ahead). Abhishek of
Ashika Stock Broking says, “Given that
the company is the market leader and
its technical textiles business has re- Rser

surged, the stock should be valued at 5  ggjes
times its FY12 earnings. We have a tar- 3
get price of Rs 356.” Change (%)
EBITDA
Ginni Filaments: Well spun Change (%)
Ginni Filaments operates in the tex- e
tile value/¢hain, producing cotton yarn, Net Profit

knitting ‘fabrics and garments. Its ex- EpS
pansion to non-woven fabric in FY08
was far-sighted in the light of rising
costs of its main raw material - cotton.
Besides, intense competition, both in domestic and inter-
national markets, meant less scope for margin expansion.
However, the non-woven fabric foray allowed the company
to minimise its exposure to the highly commoditised cot-
ton yarn business. Also, it presented an opportunity to seize
the rapidly growing medical textiles segment of the non-wo-
ven market.

Non-woven textiles contrast with traditional textiles in two
aspects. Using non-woven technology, the raw material fi-
bre can be directly converted into fabric. But conventional
textiles that.are made by weaving or knitting require con-
verting the fibre to yarn before it can be turned into fabric.
Besides, raw material used in non-woven textiles is large-
ly polyester, minimising the use of cotton and, thereby, re-
ducing input costs. The textiles thus produced are not only
a cheap replacement for cotton textiles but also more ver-
satile. Since medical disposables and wound-care products
are produced on machines, they are untouched by human
hands and, therefore, more ideal and safe for use. The grow-
ing awareness of such applications and government’s keen-
ness to encourage their use should serve as drivers for the
company’s business.
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Ginni’s foray into non-woven textiles
will alter company’s growth trajectory
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The induction of non-woven textiles
into its product mix has already im-
proved the topline and bottomline. The
contribution of technical textiles to
sales took a big jump from a mere 4.78
per cent in FY08 to 25 per cent in FY10.
During this period, the company also

4 34 8 saw operating profit margins improv-
21 25 63 ing from 4.6 per cent to 12.3 per cent.
-36 91 149 This, coupled with the contraction in
debt from Rs 363 crore in FY09 to Rs 279

-18 -32 9 crore inFY10 resulted in a net profit of
552 0.67 Rs4.88crorecomparedwith alossof Rs

31.6 crore in the previous year (See ta-

ble: Spinning growth). Buoyed by the

growth in non-woven textiles, the com-
pany is doubling its capacity to 24,000 metric tonne per an-
num. The new supplies are expected to come onstream in
third quarter by FY12. Shishir Jaipuria, managing direc-
tor, expects technical textiles contribution to revenues to in-
crease from 25 per cent in FY10 to 35 per cent in two years.
While the company expects a turnover of Rs 142 crore in
technical textiles this year, new capacities could boost the
number to Rs 800 crore in two years. However, the company
has to clean up its books. The debt to equity ratio at 5 times
in FY09 is already too high and will increase further as debt
is used to fund the capacity expansion. But growing cash
profits could provide some relief. The company reported a
cash profit of Rs 36 crore in FY10 and that could increase as
yuan appreciation makes Chinese exports uncompetitive,
more so since the company generates 75 per cent of its rev-
enues from exports.

The markets have reacted well to the company’s turn-
around story following profits of Rs 5 crore in the first quarter
as against a loss Rs 2.5 crore in the year-ago period. Though
the stock is up 18 per cent over the past one month at Rs
16, analysts believe the bullish outlook for the cotton yarn
business will keep the counter on the boil. O



