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Y/E March (Rs cr) 1QFY2011 1QFY2010 
% chg 
(yoy) 

4QFY2010 
% chg 
(qoq) 

Net Sales 1253 883 41.9 1,311 (4.5) 

Operating Profit 111.3 79.4 40.2 100.5 10.8 

OPM (%) 8.9 9.0 
 

7.7 
 

Net profit 81.3 46.0 76.5 75.2 8.0 
 

 
For 1QFY2011, Titan Industries (Titan) reported stellar performance, which was 
above our expectations. The company reported top-line growth of 41.9% yoy to 
Rs1,253cr backed by robust performance by the jewellery and watches segment, 
which grew by 49.6% yoy and 21.8% yoy, respectively. For the quarter, EBITDA 
and PAT registered yoy growth of 40.2% to Rs111.3cr (Rs79.4cr) and 76.5% to 
Rs81.3cr (Rs46cr), respectively. Operating margins stood at 8.9% (9%) during the 
quarter. Owing to expensive valuations, we maintain a Neutral on the stock. 

Healthy growth in jewellery and watches segment improves performance: During 
the quarter, Titan’s jewellery segment witnessed a stellar growth of 49.6% yoy in 
revenues to Rs951cr (Rs636cr). Higher off-take of studded jewellery resulted in 
volumes surging up by ~30%. The jewellery segment also witnessed a surge in 
EBIT margins by ~380bp yoy to 7.2%. The watches segment revenues witnessed a 
growth of 21.8% yoy to Rs254cr (Rs208.6cr) on improved sales of high-margin 
medium/high end watches. EBIT margins of the watches segment improved by 
230bp yoy to 16.4% (14.1%). The growth in jewellery and watches segment was 
driven by a good wedding season in 1QFY2011. Revenue of the company’s other 
businesses: eyeware and precision engineering grew by 37.5% yoy and reported 
EBIT of Rs1.7cr in 1QFY2011 as compared to a loss of Rs6.7cr in 1QFY2010. 

Outlook and Valuation: Although we remain positive on the company’s growth 
prospects, we believe that at 30.4x FY2012E earnings, it discounts the same fairly 
well.  Hence, we maintain our Neutral rating on the stock. 

 
Key Financials  
Y/E March (Rs cr) FY2009 FY2010 FY2011E FY2012E 

Net Sales       3,833        4,678        5,716        7,031  

% chg            27.9             22.1             22.2             23.0  

Net Profit          163.9           251.0           322.0           408.6  

% chg            13.3             53.1             28.3             26.9  

EBITDA Margin (%)              7.9               8.5               8.6               8.7  

EPS (Rs)            36.9             56.5             72.5             92.0  

P/E (x)            75.9             49.6             38.6             30.4  

P/BV (x)            22.3             17.0             13.1             10.1  

RoE (%)            32.7             38.9             38.3             37.5  

RoCE (%)            36.7             39.1             42.3             44.4  

EV / Sales (x)              3.3               2.7               2.2               1.8  

EV/EBITDA (x)            41.3             31.6             25.4             20.4  
 
 

Source: Company, Angel Research 
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Exhibit 1: 1QFY2011 Performance 
Y/E March (Rs cr) 1QFY11 1QFY10 % chg FY2010 FY2009 % chg 

Net Sales 1,253 883 41.9 4,678 3,833 22.1 

Consumption of RM 741.9 517.3 43.4 3,030.8 2,429.0 24.8 

(% of sales) 59.2 58.6 
 

64.8 63.4 
 

Staff Costs 77.9 61.6 26.4 277.9 236.5 17.5 

(% to sales) 6.2 7.0 
 

5.9 6.2 
 

Finished Goods purchased 178.4 84.5 111.0 412.2 349.6 17.9 

(% to sales) 14.2 9.6 
 

8.8 9.1 
 

Selling and Admin Exp 63.0 44.5 41.7 211.2 181.4 16.4 

(% to sales) 5.0 5.0 
 

4.5 4.7 
 

Other expenses 80.3 95.6 (16.0) 349.2 332.4 5.1 

(% to sales) 6.4 10.8 
 

7.5 8.7 
 

Total Expenditure 1,141.5 803.5 42.1 4,281.2 3,528.8 21.3 

Operating Profit 111.3 79.4 40.2 396.7 303.9 30.5 

OPM (%) 8.9 9.0 
 

8.5 7.9 
 

Interest 2.5 7.6 (66.7) 25.4 28.8 (11.8) 

Depreciation 8.2 9.0 (8.6) 60.7 42.4 43.3 

Other Income 8.0 0.9 811.4 12.0 5.3 126.6 

PBT (excl. Extr. Items) 108.6 63.7 70.5 322.6 238.0 35.5 

Extr. Income/(Expense) - - 
 

24.0 46.6 
 

PBT (incl. Extr. Items) 108.6 63.7 70.5 346.6 284.6 21.8 

(% of Sales) 8.7 7.2 
 

7.4 7.4 
 

Provision for Taxation 27.4 17.7 54.6 71.6 74.1 (3.4) 

(% of PBT) 25.2 27.8 
 

22.2 31.1 
 

Reported PAT 81.3 46.0 76.5 275.0 210.5 30.6 

Adjusted PAT 81.3 46.0 76.5 251.0 163.9 53.1 

PATM (%) 6.5 5.2 
 

5.9 5.5 
 

Equity shares (cr) 44.4 44.4 
 

44.4 44.4 
 

EPS (Rs) 18.3 10.4 76.5 56.5 36.9 53.1 
 

 Source: Company, Angel Research 

Jewellery segment witnesses volume growth, Sales up 49.6%: Titan’s jewellery 
segment witnessed a rise of 49.6% yoy in revenues during the quarter on the back 
of higher off-take of studded jewellery and 22% rise in gold prices yoy. Volumes 
are estimated to have grown by ~30% during the quarter. The continuation of 
growth in volumes provides a clear indication of consumers adapting to the higher 
gold prices. Moreover, a good wedding season in 1QFY2011 also contributed to 
the volume growth during the quarter. The EBIT margins have also improved by 
380bp yoy to 7.2% during 1QFY2011 post adjustment of the inventory valuation 
method last year 
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Exhibit 2: Jewellery segment  - Sales growth trend and margins 

 

 Source: Company, Angel Research 

Watches segment revenues up 21.8%, margins improve: The watches segment 
posted a decent growth of 21.8% on a yoy basis to Rs254cr (Rs208.6cr). Factors 
like good wedding season during 1QFY2011 and higher off-take of high-margin 
medium/high-end watches resulted in revenue growth and margin expansion. On 
the EBIT front, the company witnessed a growth of 41.9% yoy, with margins 
improving by 230bp to 16.4% (14.1%) in 1QFY2011. 

Exhibit 3:  Watches segment  - Sales growth Trend and margins 

 Source: Company, Angel Research 

Other businesses (eyewear and precision engineering combined) report marginal 
profit at EBIT level: The other businesses segment comprising eyewear and 
precision engineering reported sales growth of 37.5% to Rs53.8c (Rs39.1cr) during 
the quarter. The new eyewear business has grown its retail presence through Titan 
Eye+ stores to over 40 towns and introduced many innovative products in frames, 
lenses and sunglasses. The precision engineering division recorded a growth of 
59% in sales income as overseas orders showed signs of revival. On the back of 
improving dynamics, the segment witnessed EBIT of Rs1.7cr during 1QFY2011 as 
compared to a loss of Rs6.7cr in 1QFY2010. We expect the performance of the 
segment to improve in the ensuing quarters.   
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Investment Arguments 

Organised national player in watch and jewellery segment  

Titan Watches enjoys more than 65% market share in the organised watch 
segment and 41% market share in organised jewellery retailing. Titan's leadership 
position enables it to bargain hard with its vendors for bulk discounts resulting in 
lower cost structure as compared to other regional players. We estimate that this 
bargaining power of Titan, coupled with its pan-India presence, will enable it to 
expand its EBITDA margins to 8.7% in FY2012E from 8.5% in FY2008 and PAT 
margins to 5.8% in FY2012E from 5.4% in FY2010. 

Easily scalable franchisee model 

Titan operates 85-90% of its stores through the franchisee model, which provides 
scalability to its business. Titan's strong positioning in the respective segments has 
aided it to attract and scale up its business through the franchisee model. It also 
has built a strong retailing network (nearly 500 own stores besides 
dealers/franchisee arrangements) which is unmatched in the area of specialty 
retailing. On the back of its further expansion plans and strong demand outlook, 
we estimate Titan's top-line, EBITDA and adjusted PAT to witness a CAGR of 
22.6%, 24.3% and 27.6% over FY2010-12E, respectively. 

Robust return ratios 

Over the years, Titan has consistently posted robust RoE and RoCE, which has also 
been the highest in industry. Titan has consistently delivered RoE of 35% and 
above, and we estimate it to maintain RoE of 38.3% and 37.5% in FY2011E and 
FY2012E respectively, as well on account of high asset-turnover ratio. Titan has a 
history of operating at a leverage below 1, which has given it high RoCE. We 
estimate Titan to deliver RoCE of 42.3% and 44.4% in FY2011E and FY2012E, 
respectively. 

Outlook and Valuation 

Considering the improving volume trend in the jewellery and watches segments 
coupled with the company’s expansion plans, we expect the company to witness 
better times going ahead.  Although we remain positive on the company’s growth 
prospects, we believe that at 30.4x FY2012E earnings, it discounts the same fairly 
well.  Hence, we maintain our Neutral rating on the stock. 
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Exhibit 4: One-year forward P/E band 

 Source: Company, Angel Research 

 

Exhibit 5: Key Assumptions- Jewellery Segment 
Jewellery Division FY2007 FY2008 FY2009 FY2010 FY2011E FY2012E 

No. of pieces sold ('000) 8961 10289 10125 10810 11720 12716 

Price per piece (Rs) 14325 15032 17903 16850 16754 16203 

No. of coins sold ('000) 1,925 1,017 920 1,012 1,113 1,225 

Price per piece (Rs) 1343 3080 3660 3,445 3,425 3,312 
 

 Source: Company, Angel research 

Exhibit 6: Key Assumptions- Watches Segment 
Watches Division FY2007 FY2008 FY2009 FY2010 FY2011E FY2012E 

Watches sold ('000) 8964 10286 10110 10680 11720 12657.6 

Avg Price/piece(Rs) 819 845 897 928 961 995 
 

 Source: Company, Angel Research 

 

Exhibit 7: Peer Valuation 

 
Mcap P/E (x) P/B (x) EV/Sales (x) EV/EBITDA (x) RoE (%) RoCE (%) 

 
(Rs cr) FY11E FY12E FY11E FY12E FY11E FY12E FY11E FY12E FY11E FY12E FY11E FY12E 

Pantaloon  Retail 9,456 29.5 22.5 2.9 2.6 1.3 1.0 12.1 10.2 10.4 12.2 13.2 14.7 

Shoppers Stop 2,270 37.5 31.8 7.2 5.0 1.4 1.1 17.0 12.9 20.9 19.4 20.9 22.8 

Titan Ind 12,439 38.8 30.4 13.1 10.1 2.2 1.8 25.4 20.4 38.3 37.5 42.3 44.4 
 

 Source: Company, Angel Research 
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Profit & Loss Statement 
Y/E March FY2007 FY2008 FY2009 FY2010 FY2011E FY2012E 

Net Sales 2,091 2,997 3,833 4,678 5,716 7,031 

Other operating income - - - - - - 

Total operating income 2,091 2,997 3,833 4,678 5,716 7,031 

% chg 11.9 43.3 27.9 22.1 22.2 23.0 

Total Expenditure 1,900.0 2,756.9 3,528.8 4,281.2 5,223.1 6,418.0 

Net Raw Materials 1,368.7 2,129.3 2,778.5 3,443.0 4,101.4 5,030.6 

Other Mfg costs 361.6 430.6 513.8 560.4 775.2 953.5 

Personnel 169.7 197.1 236.5 277.9 346.5 434.0 

Other - - - - - - 

EBITDA 190.7 240.0 303.9 396.7 493.1 612.9 

% chg 30.0 25.9 26.6 30.5 24.3 24.3 

(% of Net Sales) 9.1 8.0 7.9 8.5 8.6 8.7 

Depreciation& Amortisation 26.0 33.3 42.4 60.7 42.0 47.0 

EBIT 164.7 206.6 261.5 336.0 451.1 565.9 

% chg 44.2 25.5 26.6 28.5 34.3 25.4 

(% of Net Sales) 7.9 6.9 6.8 7.2 7.9 8.0 

Interest & other Charges 21.2 20.8 28.8 25.4 15.3 11.5 

Other Income 6.0 3.4 5.3 12.0 5.3 5.3 

(% of PBT) 4.0 1.8 2.2 3.7 1.2 0.9 

Recurring PBT 149.4 189.2 238.0 322.6 441.1 559.7 

% chg 86.2 26.6 25.8 35.5 36.7 26.9 

Extraordinary Income/(Exp.) - - 46.60 24.00 
  

PBT (reported) 149.4 189.2 284.6 346.6 441.1 559.7 

Tax 37.7 44.6 74.1 71.6 119.1 151.1 

(% of PBT) 25.2 23.6 26.0 20.7 27.0 27.0 

PAT (reported) 111.7 144.6 210.5 275.0 322.0 408.6 

ADJ. PAT 111.7 144.6 163.9 251.0 322.0 408.6 

% chg 115.8 29.5 13.3 53.1 28.3 26.9 

(% of Net Sales) 5.3 4.8 4.3 5.4 5.6 5.8 

Basic EPS (Rs) 25.2 32.6 36.9 56.5 72.5 92.0 

Fully Diluted  EPS (Rs) 25.2 32.6 36.9 56.5 72.5 92.0 

% chg 1,692.1 29.5 13.3 53.1 28.3 26.9 
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Balance Sheet 
Y/E March FY2007 FY2008 FY2009 FY2010 FY2011E FY2012E 

SOURCES OF FUNDS 
      

Equity Share Capital 44.4 44.4 44.4 44.4 44.4 44.4 

Preference Capital - - - - - - 

Reserves& Surplus 292.7 401.4 513.5 686.8 905.0 1,183.7 

Shareholders Funds 337.1 445.8 557.9 731.2 949.4 1,228.1 

Total Loans 247.8 210.3 166.6 220.0 170.0 120.0 

Deferred Tax Liability 18.1 25.2 18.7 25.8 35.3 44.8 

Total Liabilities 603.0 681.3 743.2 977.0 1,154.7 1,392.9 

APPLICATION OF FUNDS 
      

Gross Block 525.8 573.1 605.9 677.0 760.9 856.6 

Less: Acc. Depreciation 270.5 295.4 325.9 386.6 428.6 475.6 

Net Block 255.3 277.7 280.0 290.5 332.4 381.0 

Capital Work-in-Progress 16.4 10.0 19.5 22.0 25.0 30.0 

Goodwill - - - - - - 

Investments 31.6 2.3 1.6 1.6 1.6 1.6 

Current Assets 891.2 1,303.2 1,482.3 1,817.1 2,288.3 2,825.2 

Cash 51.0 55.1 56.4 116.3 67.2 79.5 

Loans & Advances 63.5 104.9 115.0 141.1 231.4 284.6 

Other 776.7 1,143.3 1,310.9 1,559.7 1,989.6 2,461.1 

Current liabilities 595.9 913.3 1,040.2 1,154.2 1,492.5 1,844.9 

Net Current Assets 295.4 389.9 442.1 663.0 795.7 980.3 

Mis. Exp. not written off 4.2 1.3 - - - - 

Total Assets 603.0 681.3 743.2 977.0 1,154.7 1,392.9 
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Cash Flow Statement 
Y/E March FY2007 FY2008 FY2009 FY2010 FY2011E FY2012E 

Profit before tax 149.4 189.2 284.6 346.6 441.1 559.7 

Depreciation 26.0 33.3 42.4 60.7 42.0 47.0 

Change in Working Capital (310.2) (366.6) (167.6) (248.9) (429.9) (471.4) 

Less: Other income 6.0 3.4 5.3 12.0 5.3 5.3 

Direct taxes paid 37.7 44.6 74.1 71.6 119.1 151.1 

Cash Flow from Operations (178.5) (192.0) 80.0 74.8 (71.1) (21.2) 

(Inc)./ Dec in Fixed Assets (111.0) (48.8) (31.8) (52.0) (130.9) (103.6) 

(Inc)./ Dec in Investments (3.6) 29.3 0.8 - - - 

(Inc)/ Dec in loans and advances 74.2 (41.4) (10.1) (26.1) (90.3) (53.2) 

Other income 6.0 3.4 5.3 12.0 5.3 5.3 

Cash Flow from Investing (34.5) (57.5) (35.9) (66.1) (215.9) (151.6) 

Issue of Equity 2.1 - - - - - 

Inc./(Dec.) in loans (21.6) (37.5) (43.7) 53.4 (50.0) (50.0) 

Dividend Paid (Incl. Tax) (22.2) (35.5) (44.4) (66.6) (88.8) (111.0) 

Others 267.0 326.6 45.3 64.4 376.8 346.0 

Cash Flow from Financing 225.3 253.6 (42.8) 51.2 238.0 185.0 

Inc./(Dec.) in Cash 12.4 4.1 1.3 59.9 (49.1) 12.3 

Opening Cash balances 38.6 51.0 55.1 56.4 116.3 67.2 

Closing Cash balances 51.0 55.1 56.4 116.3 67.2 79.5 
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Key Ratios       
Y/E March FY2007 FY2008 FY2009 FY2010 FY2011E FY2012E 

Valuation Ratio (x) 
      

P/E (on FDEPS) 111.4 86.0 75.9 49.6 38.6 30.4 

P/CEPS 90.3 69.9 60.3 39.9 34.2 27.3 

P/BV 36.9 27.9 22.3 17.0 13.1 10.1 

Dividend yield (%) 0.2 0.3 0.4 0.5 0.7 0.9 

EV/Sales 6.0 4.2 3.3 2.7 2.2 1.8 

EV/EBITDA 66.3 52.5 41.3 31.6 25.4 20.4 

EV / Total Assets 21.0 18.5 16.9 12.8 10.9 9.0 

Per Share Data (Rs) 
      

EPS (Basic) 25.2 32.6 36.9 56.5 72.5 92.0 

EPS (fully diluted) 25.2 32.6 36.9 56.5 72.5 92.0 

Cash EPS 31.0 40.1 46.5 70.2 82.0 102.6 

DPS 5.0 8.0 10.0 15.0 20.0 25.0 

Book Value 75.9 100.4 125.7 164.7 213.9 276.7 

Dupont Analysis 
      

EBIT margin 7.9 6.9 6.8 7.2 7.9 8.0 

Tax retention ratio 74.8 76.4 74.0 79.3 73.0 73.0 

Asset turnover (x) 3.5 4.4 5.2 4.8 5.0 5.0 

ROIC (Post-tax) 20.4 23.2 26.0 27.3 28.5 29.7 

Cost of Debt (Post Tax) 6.1 6.9 11.3 10.4 5.7 5.8 

Leverage (x) 0.7 0.4 0.3 0.2 0.1 0.1 

Operating ROE 31.1 30.5 29.9 30.1 31.3 31.2 

Returns (%) 
      

ROCE (Pre-tax) 29.1 32.2 36.7 39.1 42.3 44.4 

Angel ROIC (Pre-tax) 30.7 33.5 39.2 40.1 42.5 44.1 

ROE 38.9 36.9 32.7 38.9 38.3 37.5 

Turnover ratios (x) 
      

Asset Turnover (Gross Block) 4.4 5.5 6.5 7.3 8.0 8.7 

Inventory / Sales (days) 92.1 104.9 107.1 103.3 104.1 105.6 

Receivables (days) 16.4 12.0 9.8 8.7 9.2 9.9 

Payables (days) 92.1 99.9 101.0 93.5 92.5 94.9 
Working capital cycle (ex-
cash) (days) 

42.4 35.3 34.3 36.4 40.7 42.3 

Solvency ratios (x) 
      

Net debt to equity 0.6 0.3 0.2 0.1 0.1 0.0 

Net debt to EBITDA 1.0 0.6 0.4 0.3 0.2 0.1 
Interest Coverage (EBIT / 
Interest) 

7.8 9.9 9.1 13.2 29.5 49.2 
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