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Key changes in this note
2 Raise target price to Rs3,650 from Rs2,500.
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Raymond Ltd

Multi-pronged value unlocking at play

= The first leg of demerger starts soon, with the record date fixed on 11 Jul 2024,
post which Raymond will trade ex-RLL, which should get listed by Aug-Sep.

= Management’s focus on running three pure play businesses under a separate
professional-led leadership indicates scope for improvement across verticals.

= Retain ADD rating with a higher TP of Rs3,650 based on Mar 2026F SOTP.
We value RLL/RRL/Raymond at Rs1,982/1,086/499 per share, respectively.

First leg of demerger commences; second leg to further unlock value
The first leg of the demerger will commence soon, with the record date fixed on 11 Jul
2024, after which Raymond will trade ex-lifestyle business. By the end of Aug-early Sep
2024, the shares of the lifestyle business are expected to list separately as Raymond
Lifestyle (RLL; 4:5 share swap ratio). The announcement of the demerger of the real estate
business is expected to take 12-15 months to fructify (1:1 share swap ratio). By the end of
12-15 months, there will be three pure play Raymond entities listed on stock exchanges.

Real estate biz is now sizeable; focus shifts to drive further scale

Raymond’s realty arm started operations in FY20 and has posted a CAGR of 73% to garner
Rs15.9bn revenue in FY24 (18% of the group’s sales). It currently has six projects (on 40
acres; 4m sqft under construction) on its Thane land parcel and four projects under the
asset-light JDA model (2m sqft under development). From 6m sqft under construction
currently, the company can reach 8-10m sqft over 3-4 years, topping Rs40bn in revenue.
The business is debt-free with a cash surplus of Rs5bn and a strong project pipeline.

Building pure play businesses — all eyes on engineering biz next

Raymond’s management stated that once its businesses reach a certain scale, they will
be made into pure-play entities. The next value unlocking initiative is expected under the
engineering division, after the acquisition of Maini Precision Products (MPPL) for
Rs6.82bn, which will be split into two subsidiaries, one housing the aerospace & defence
(A&D) business of MPPL and the rest consolidated under a single entity. The Raymond
group aims to double the A&D business, which currently garners ~Rs2.7bn in revenue over
3-4 years led by aircraft components business & targets to retain 25-26% EBITDA margin.

Outlook remains promising; raise target price to Rs3,650

We raise our target price to Rs3,650 based on our Mar 2026F SOTP valuation and maintain
our ADD rating on Raymond on account of the strong traction in real estate business, aided
by new JDAs beyond the Thane land parcel and value unlocking of the engineering
business. As per our SOTP valuation, we value the lifestyle business at Rs1,982, the realty
business at Rs1,086 & Rs499 per share for the engineering business. As per the first leg
of the demerger, we expect Raymond/RLL to have a fair value of Rs1,586/Rs1,982,
respectively (refer Fig. 4). We believe any mispricing of Raymond after the first demerger
(post 11 Jul 2024), below our estimated fair value, would present a buying opportunity.

Financial Summary Mar-22A Mar-23A Mar-24A Mar-25F Mar-26F
Revenue (Rsm) 61,785 82,147 90,195 110,156 125,651
Operating EBITDA (Rsm) 7,111 11,994 13,091 16,555 19,941
Net Profit (Rsm) 2,604 5,289 16,378 7,609 10,711
Core EPS (Rs) 63.7 95.6 2525 114.3 160.9
Core EPS Growth (240.7%) 50.1% 164.3% (54.7%) 40.8%
FD Core P/E (x) 82.04 40.38 13.04 28.07 19.94
DPS (Rs) 3.0 3.0 0.0 5.0 6.0
Dividend Yield 0.09% 0.09% 0.00% 0.16% 0.19%
EV/EBITDA (x) 31.07 18.02 16.60 12.48 10.00
P/FCFE (x) 68.85 136.71 30.34 161.10 24.16
Net Gearing 72.1% 60.4% 57.4% 3L.7% 16.4%
P/BV (x) 9.05 7.37 4.63 4.00 3.36
ROE 19.0% 24.2% 44.7% 15.3% 18.3%
% Change In Core EPS Estimates (3.59%) 6.75%

InCred Research/Consensus EPS (x)
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Multi-pronged value unlocking at play
Highlights

Summary of demergers announced so far »

First phase: The NCLT approved the demerger of the lifestyle business into
Raymond Lifestyle (RLL) based on a swap ratio of four shares of RLL for every
five shares held in Raymond. The record date is set at 11 Jul 2024, post which
Raymond would trade ex-lifestyle businesses. By Aug-Sep 2024, RLL &
Raymond will trade on the stock exchanges independent of each other.
Second phase: Raymond’s board approved the demerger of the real estate
business from Raymond with a 1:1 swap ratio, which is expected to take 12-
15 months to fructify, post which RLL (lifestyle business), RRL (real estate
business) and Raymond (engineering business) will trade on the stock
exchanges separately.
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Figure 1: Overview of the Raymond group post second phase of demerger

RAYMOND GROUP

3 Distinct Vectors of Growth

RRL X i Raymond Ltd. h
T, . (Existing Listed Company)
o be a listed Real Extate Company

L3 Roa Estato | T3 Enginaoring Business:

~¥1,600 Cr. ~¥1,800 Cr.
Sales in FY24 Proforma Revenue in FY24

Company 1 ‘JL’cnm pany 2

JK Files, Auto
RPAL, and MPPL
Auto Business

+ Thane land Development
- #25000 Cr+ Revenue Potential

+ JDA Iin MMR Reglon:
- 4 Joint Development Projects
- 7,000 Cr+ Revenue Potential

Ml INVICTUS -
O TENX | (o
NG & AQUA o

ABrospace aind

I
I
: Defense Business
1
1

L

SOURCE: INCRED RESEARCH, COMPANY REPORTS

Other highlights »

Debt level & working capital: Post demerger, all entities will remain net debt-
free. The lifestyle business (RLL) is expected to have a net cash of Rs2bn while
the real estate business is likely to have cash of Rs5bn. In terms of working
capital requirements, RLL will require working capital of Rs12bn, RRL will
require Rs5bn while the engineering division will require Rs3.5bn.

Real estate segment: Out of the Rs250bn revenue potential of the Thane land
parcel, the company has booked Rs35bn in revenue so far. Including the JDAs
(Rs70bn potential), the execution period is 7-8 years for the current Rs320bn
potential. The ongoing JDAs are expected to be launched by 1HFY26F. Over
the next 3-5 years, management expects the realty business to clock revenue
greater than Rs40bn (with a 20-25% EBITDA margin).

Engineering business: The A&W business will be separated into another
subsidiary going ahead, with the rest of MPPPL + Raymond Engineering
housed under one entity. The A&W business has been growing at a rate of 25-
30% while the automobile/engineering businesses have been growing at 12-
15%/8-12%, respectively. Over the next 4-5 years, the company aims to double
the revenue of the engineering division.
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Figure 2: Strong pipeline of projects across both Thane land as well as JDA model present a revenue potential of Rs320bn
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Figure 3: SOTP valuation based on FY26F estimates

SOTP Valuation (FY26F) Metrics (Rs m)| Multiple x)[ EV (Rs m)|EV Per share |EV Mix (%)
Branded textiles EBITDA 8,178 10 81,776 1,228 34%
Branded apparel EBITDA 2,304 14 32,250 484 14%
High value cotton shirting EBITDA 1,177 8 9,414 141 4%
Garmenting EBITDA 1,067 8 8,535 128 4%
Engineering EBITDA 3,342 15 33,238 499 14%
Real estate EBITDA 6,026 12 72,312 1,086 30%
Total 22,093 11 2,37,525
Cash & Investments 25,795
Total Debt 20,375
Intrinsic Market Cap 2,42,945
Outstanding Shares (m) 66.6
Fair Value Per Share (Rs) 3,650

SOURCE: INCRED RESEARCH, COMPANY REPORTS
Figure 4: Snapshot of the first leg of demerger
First Phase of Demerger Entity Name FV (Rs/share) [Implied market cap (Rs m)
Lifestyle Raymond Lifestyle 1,982 1,20,734
Real_ Estqte Raymond Realty 1,586 1,05,550
Engineering Raymond

SOURCES: INCRED RESEARCH, COMPANY REPORTS

Figure 5: Snapshot post complete demerger

Particulars Entity name FV (Rs/share) |No of shares (m)
Lifestyle Raymond Lifestyle 1,982 61
Real Estate Raymond Realty 1,086 67
Engineering Raymond 499 67

SOURCE: INCRED RESEARCH, COMPANY REPORTS
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BY THE NUMBERS

P/BV vs ROE 12-mth Fwd FD Core P/E vs FD
8.00 010 Core EPS Growth 300
6.00 40 30 200
4.00 “. H pr 30 20 _ 'r 100
200 | miiflel Yoo 20 |10 m 0
0009000g008 "
0.00 T T T T 10 0t T T T T -100
Apr-21 Apr-22 Apr-23 Apr-24 Apr-25 Apr-21  Apr-22 Apr-23 Apr-24 Apr-25
Rolling P/BV (x) (Ihs) ROE (rhs) 12-mth Fwd Rolling FD Core P/E (x) (Ihs)
Profit & Loss
(Rs mn) Mar-22A Mar-23A Mar-24A Mar-25F Mar-26F
Total Net Revenues 61,785 82,147 90,195 110,156 125,651
Gross Profit 39,380 52,164 64,445 71,271 79,788
Operating EBITDA 7,111 11,994 13,091 16,555 19,941
Depreciation And Amortisation (2,398) (2,354) (2,837) (3,411) (3,543)
Operating EBIT 4,713 9,641 10,254 13,143 16,397
Financial Income/(Expense) (2,277) (2,573) (3,758) (4,097) (2,929)
Pretax Income/(Loss) from Assoc. (64) 154 9,932
Non-Operating Income/(Expense) 1,695 1,223 2,661 1,824 1,833
Profit Before Tax (pre-El) 4,068 8,445 19,089 10,870 15,302
Exceptional Items
Pre-tax Profit 4,068 8,445 19,089 10,870 15,302
Taxation 219 (2,004) (2,227) (3,261) (4,590)
Exceptional Income - post-tax (1,636) (1,072) (432)
Profit After Tax 2,651 5,370 16,431 7,609 10,711
Minority Interests (48) (80) (53)
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 2,604 5,289 16,378 7,609 10,711
Recurring Net Profit 4,239 6,361 16,810 7,609 10,711
Fully Diluted Recurring Net Profit 4,239 6,361 16,810 7,609 10,711
Cash Flow
(Rs mn) Mar-22A Mar-23A Mar-24A Mar-25F Mar-26F
EBITDA 7,111 11,994 13,091 16,555 19,941
Cash Flow from Invt. & Assoc.
Change In Working Capital 46 (3,862) (7,551) 1,589 (3,142)
(Incr)/Decr in Total Provisions
Other Non-Cash (Income)/Expense (1,636) (1,072) (432)
Other Operating Cashflow 1,695 1,223 2,661 1,824 1,833
Net Interest (Paid)/Received (458) (487) (1,037) (1,824) (1,833)
Tax Paid (344) (724) (770) (3,261) (4,590)
Cashflow From Operations 6,415 7,072 5,962 14,882 12,208
Capex (317) (1,023) (1,960) (1,500) (3,500)
Disposals Of FAs/subsidiaries
Acg. Of Subsidiaries/investments
Other Investing Cashflow (3,932) (3,735) (8,456) 1,824 1,833
Cash Flow From Investing (4,249) (4,758) (10,416) 324 (1,667)
Debt Raised/(repaid) 937 (752) 11,494 (13,880) (1,700)
Proceeds From Issue Of Shares
Shares Repurchased
Dividends Paid (96) (201) (201) (333) (399)
Preferred Dividends
Other Financing Cashflow (4,113) (2,237) (6,270) (4,164) (3,009)
Cash Flow From Financing (3,272) (3,189) 5,023 (18,377) (5,108)
Total Cash Generated (1,106) (875) 569 (3,171) 5,433
Free Cashflow To Equity 3,103 1,562 7,040 1,326 8,841
Free Cashflow To Firm 2,624 2,801 (3,417) 17,030 12,374
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BY THE NUMBERS...cont’d

Balance Sheet

(Rs mn) Mar-22A Mar-23A Mar-24A Mar-25F Mar-26F
Total Cash And Equivalents 3,363 3,258 5,256 2,085 7,518
Total Debtors 8,731 7,443 14,072 15,090 17,212
Inventories 20,113 24,966 35,142 39,233 44,752
Total Other Current Assets 7,606 7,348 10,124 12,306 14,000
Total Current Assets 39,813 43,015 64,593 68,714 83,482
Fixed Assets 18,769 19,327 32,101 30,190 30,147
Total Investments 10,998 16,391 29,682 29,682 29,682
Intangible Assets 256 370 3,638 3,638 3,638
Total Other Non-Current Assets
Total Non-current Assets 30,023 36,089 65,421 63,510 63,466
Short-term Debt 9,305 11,367 10,579 10,467 9,767
Current Portion of Long-Term Debt
Total Creditors 17,169 16,919 20,640 24,144 26,163
Other Current Liabilities 10,314 12,072 22,994 28,083 32,033
Total Current Liabilities 36,788 40,358 54,213 62,694 67,964
Total Long-term Debt 11,612 9,907 23,676 9,907 8,907
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities
Total Non-current Liabilities 11,612 9,907 23,676 9,907 8,907
Total Provisions (2,928) (1,001) 1,572 1,860 2,083
Total Liabilities 45,473 49,264 79,461 74,461 78,954
Shareholders Equity 23,591 28,990 46,174 53,383 63,615
Minority Interests 772 850 4,379 4,379 4,379
Total Equity 24,363 29,840 50,553 57,763 67,994
Key Ratios

Mar-22A Mar-23A Mar-24A Mar-25F Mar-26F
Revenue Growth 79.3% 33.0% 9.8% 22.1% 14.1%
Operating EBITDA Growth (1,173.9%) 68.7% 9.1% 26.5% 20.5%
Operating EBITDA Margin 11.5% 14.6% 14.5% 15.0% 15.9%
Net Cash Per Share (Rs) (263.70) (270.65) (435.62) (274.74) (167.59)
BVPS (Rs) 354.38 435.48 693.61 801.91 955.61
Gross Interest Cover 2.07 3.75 2.73 3.21 5.60
Effective Tax Rate 23.7% 11.7% 30.0% 30.0%
Net Dividend Payout Ratio 4.7% 3.1% 4.4% 3.7%
Accounts Receivables Days 54.09 35.93 43.53 48.31 46.92
Inventory Days 296.91 274.38 425.99 349.07 334.20
Accounts Payables Days 234.65 207.49 266.19 210.18 200.18
ROIC (%) 17.7% 24.0% 15.1% 19.1% 22.3%
ROCE (%) 11.9% 21.3% 15.3% 16.1% 19.8%
Return On Average Assets 10.0% 11.3% 18.8% 8.0% 9.1%
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