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Shareholding (%) 

Promoters   28.9 

FII’s   37.1 

MFs   8.9 

Insurance Co.  9.0 

Others   16.1 

 

 

Share price performance 

52-week high/low (Rs) 99/50  

 -1m       -3m       -12m       

Abs (%)                    13.9      -7.7       -25.9   

Rel* (%)                     2.3     -6.2       -38.7 
*to Nifty 
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Delivering on its capex  
Alok Industries Ltd’s (Alok) strong performance for Q4FY07 is 
indicative of the fact that it has started delivering on the capex 
undertaken in the past few quarters. Topline and bottomline 
(excluding extra-ordinary gains) for Q4FY07 grew by 41% and 
31% respectively. Alok has completed a large part of its capex, 
with phase II expansion being wrapped-up and phase III 
expansion underway. As a result, we expect exponential growth 
in revenue and profit to continue over the next two years, in line 
with our expectations. Fabric, home textile and the garment 
divisions would continue to be key growth drivers. 

Alok continues to be one of the cheapest picks in the textile 
sector, trading at 8.2x and 5.7x our FY07 and FY08 EPS 
estimates respectively. We continue to maintain ‘Buy’ on the 
stock. 

 During Q4FY07, Alok registered topline growth of 40.8% 
YoY to Rs5.74bn, marginally above our expectation. Home 
textiles and POY division continued to be major 
contributors to its topline, with 24% and 54% growth over 
its Q4FY06 numbers respectively. Apparel fabric, which 
forms 41% of total revenue, registered a steady 5.3% YoY 
growth. Garment sales also gained momentum, clocking 
79.9% growth; though on a lower base. 

 Alok’s operating margin saw an improvement of 150bps for 
Q4FY07, while margin for the full year improved by 330bps. 
The improvement in margin is on account of strong growth 
in value added products, such as processed fabrics, home 
textiles and garments increasing their share in the overall 
revenue. The share of low margin products, such as POY, 
reduced sharply to 28% of revenue in FY07 from 37% in 
FY06. 

 During the quarter, Alok had a one-time forex gain of 
Rs334mn from repayment of ECB of JPY11.8bn. This boosted 
Q4 bottomline to Rs787mn. Adjusting for this gain, net 
profit has grown 30.6% YoY to Rs453mn. Net margin 
declined marginally on account of higher capital costs 
incurred on new capacities. Utilisation rates for these 
capacities would pick up gradually over the next few 
quarters. 

 Alok has completed a large part of its expansion, with 
phase I and phase II of the capex being completed. The rise 
in utilisation for these capacities would drive revenue and 
profit growth for Alok over the next two years. 
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Phase III of the capex, involving expansion of its fabric and home textile 
capacities, is currently underway and expected to be completed by March 
2008. 

 Alok has covered its foreign exchange receivables for the next 3-4 months; and 
hence would not be affected by appreciation of the rupee. However, 
realisations from its export business would be marginally affected, if a strong 
rupee continues with its forward march. Exports contributed to about 46% of 
revenue in FY07. 

 Alok remains to be one of the cheapest stocks in the textile sector, trading at 
8.2x and 5.7x our FY07 and FY08 EPS estimates. On fully diluted basis, the 
stock trades at 9.6x and 6.6x its FY07 and FY08 EPS. Completion of a major 
part of the capex plan and strong results for the quarter, are indicators of 
strong growth in the coming quarters and provide better visibility to our 
estimates. Hence, we continue to maintain ‘Buy’ on the stock. 

 

Table 1. Quarterly result table 

Rs mn Q4FY07 Q3FY07 QoQ (%) Q4FY06 YoY (%)
Net sales from operations 5,740.8 4,799.2 19.6 4,077.4 40.8 
 
Total expenses 4,420.2 3,725.9 18.6 3,201.5 38.1 

% of net sales  77.0 77.6 78.5 
(Increase) / Decrease in stock 10.1 (24.6) (652.5)
Raw material consumed  3,289.6 2,839.4 15.9 2,972.9 10.7 

% of net sales  57.5 58.7 56.9 
Employee cost 167.8 129.1 30.0 98.2 70.9 

% of net sales  2.9 2.7 2.4 
Other expenses 952.7 782.0 21.8 782.9 21.7 

% of net sales  16.6 16.3 19.2 
EBITDA 1,320.6 1,073.3 23.0 875.9 50.8 

% of net sales  23.0 22.4 21.5 
Depreciation 354.2 325.3 8.9 215.7 64.2 
EBIT 966.4 748.0 29.2 660.2 46.4 

% of net sales  16.8 15.6 16.2 
Interest 268.5 241.5 11.2 172.6 55.6 
Other income 19.1 32.3 (40.9) 15.0 27.3 
PBT 717.0 538.8 33.1 502.6 42.7 
Provision for tax (including 
deferred tax) (264.1) (168.2) (155.7)
Net profit 452.9 370.6 22.2 346.9 30.6 

NP margin % 7.9 7.7 8.5 
Equity 1,703.7 1,703.7 1,574.7 
EPS 2.7 2.2 22.2 2.2 20.7 

Source: IISL research, company 
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Disclaimer Clause 
 
This report has been prepared by the Research Department of IL&FS Investsmart Securities Limited (IISL). The information and opinions contained herein have 
been compiled or arrived at based upon information obtained in good faith from sources believed to be reliable. Such information has not been independently 
verified and no guaranty, representation of warranty, express or implied is made as to its accuracy, completeness or correctness. All such information and opinions 
are subject to change without notice. This report has been produced independently of the company, and forward looking statements, opinions and expectations 
contained herein are entirely those of IISL and given as part of its normal research activity and not as a Manager or Underwriter or any Offering or as an agent of 
the Company or any other person. Accordingly, if the Company should at any time commence an Offering of securities, any decision to invest in any such Offer or 
invitation to subscribe for or acquire securities of the Company must be based wholly on the information contained in the Final Prospectus issued or to be issued 
by the Company in connection with any such Offer or invitation and not on the contents hereof. This document is for information purpose only. Descriptions of any 
company or companies or their securities mentioned herein are not intended to be complete and this document is not, and should not be construed as an offer or 
solicitation of an offer, to buy or sell any securities or other financial instruments. IISL, its directors, analysts or employees do not take any responsibility financial or 
otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not restricted to, 
fluctuation in the prices of the shares and bonds, changes in the currency rates, diminution in the NAVs reduction in the dividend or income, etc 
IISL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in 
the report or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations 
described in this report. 
This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person or entity who is a citizen or 
resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law 
or regulation or what would subject IISL or its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently send or has 
reached any individual in such country, especially, USA the same may be ignored and brought to the attention of the sender. This document may not be 
reproduced, distributed or published for any purpose without prior written approval of IISL. 
Foreign currency denominated securities, if any, wherever mentioned are subject to exchange rate fluctuations which could have an adverse effect on their value 
or price, or the income derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively 
assume currency risk. 


