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Incorporated in 2005, Sanathan Textiles Limited is a polyester yarn manufacturer and a global sup-
plier of Cotton Yarn. Company's Promoters i.e., Paresh Vrajlal Dattani, Ajay Vallabhdas Dattani,
Anilkumar Vrajdas Dattani and Dinesh Vrajdas Dattani have experience of 44 years, 27 years, 44 SECTOR TEXTILES
years and 44 years, respectively, in the textile industry.

NSE SYMBOL SANATHAN

. . ISSUE SIZE Rs. 550 Crs.
Business Overview :

e Company's business is divided into three separate yarn business verticals, consisting of: (a) PRICE BAND Rs. 305 - 321

Polyester yarn products; (b) Cotton yarn products; and (c) Yarns for technical textiles and BID SIZE (Nos.) 46
industrial uses. These technical textiles are used in various sectors such as automotive,

healthcare, construction, sports and outdoor activities, and protective clothing. FACE VALUE Rs.10.00
e Based on its operating income, it had a market share of 1.7% in the overall Indian textile MARKET CAP Rs. 2709.37 Crs
yarn industry as of Fiscal 2024. RATING SUBSCRIBE

e  Currently, all the three yarn verticals are housed under a single corporate entity. This has
facilitated its diversification into new segments which in turn has helped the company in
serving a large number of customers across various sectors.

e Ason September 30, 2024, it has more than 3,200 active varieties of yarn products (i.e. yarn
products manufactured by them during the period April 1, 2021 to September 30, 2024) and

more than 45,000 stock keeping units (SKUs), and capability to manufacture a diversified

product portfolio of more than 14,000 varieties of yarn products and more than 190,000

. . . ISSUE OPEN DATE 19TH DEC 2024
SKUs that are used in various forms and for varied end uses.

e The company also has a high share of value-added products such as dope dyed, superfine / ISSUE CLOSE DATE 23RD DEC 2024
micro, functional, industrial and technical yarn, cationic dyeable and specialty yarn which BASIS OF ALLOTMENT  24TH DEC 2024
are produced after extensive in-house research. These value added products are tailor-
made to customer requirements and have properties and characteristics which are distinc- I,{E:ISJ:%N OF 26TH DEC 2024
tive from its other products.

CREDIT OF SHARES 26TH DEC 2024

e Company's products are manufactured at its facility at Silvassa. Over the years, Company
has scaled up its production and as on June 30, 2024, its facility at Silvassa had a total in- LISTING DATE 27TH DEC 2024
stalled capacity of 223,750 MTPA across the three yarn verticals.

e Company manufacture products across all verticals, polyester yarn products continue to be
its largest item of production.

e It manufacture polyester chips using purified terephthalic acid (PTA) and mono ethylene
glycol (MEG) and convert the chips into polyester yarn through various intermediate pro-
cessing to impart specific properties to the yarn.

e The company's clients comprise several multinational, regional and local companies such as
Welspun India Limited, Valson Industries Limited, G.M. Fabrics Private Limited, Premco Glob-
al Limited, Creative Garments Textile Mills Private Limited, Banswara Syntex Limited, AYM
Syntex Limited, Techno Sportswear Private Limited, Haren Textiles Private Limited, Khosla
Profil Private Limited, Tulip Elastics Private Limited and more.

. During June 30, 2024, Fiscal 2024 and Fiscal 2023, company catered to 983, 1,571 and 1,684
customers, respectively.

e As of June 30, 2024, Fiscal 2024, and Fiscal 2023, Sanathan Textiles Limited exported its
products to 14, 27 and 29 countries.

e As of June 30, 2024, the company had more than 925 distributors in 7 countries, including
India, Argentina, Singapore, Germany, Greece, Canada, and Israel.

e Asof]June 30, 2024, Company has installed rooftop solar projects at its Silvassa facility with a
capacity of 2.35 MW.
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. The global yarn industry as well as the demand for yarn products to steadily grow over the next few years. Increasing de-
mand for apparel from the fashion industry coupled with the growth of e-commerce platforms is expected to drive the mar-
ket over the forecast period. Indian textile and apparel industry is also projected to grow at a CAGR of 6.0-7.0% from Fiscal
2024 till Fiscal 2028. During this period, exports are expected to grow at a CAGR of 4.5-5.5% while domestic industry is ex-
pected to grow at slightly higher pace of 7.0-8.0%.

. The future growth in Indian textile and apparel market will be led by various economic factors such as increase in discretion-
ary income, rising urban population. Further, the demand is poised by increase in online retailing, shift from cotton to man-
made fiber, robust growth of technical textiles segment.

. As of June 30, 2024, Company has installed rooftop solar projects at its Silvassa facility with a capacity of 2.35 MW.

. For quarter ended June 30, 2024, Fiscal 2024, Fiscal 2023 and Fiscal 2022, based on company’'s Restated Financial State-
ments: its total revenue from operations were Rs.781.13 crore, Rs. 2957.50 crore, Rs. 3329.21 crore and Rs.3185.32 crore,
respectively. Its EBITDA (i.e., sum of restated profit/loss for the year, tax expense, depreciation expense and finance cost
less other income) was Rs. 76.49 crore, Rs. 226.58 crore, Rs. 259.53 crore and Rs. 537.61 crore, respectively. Its profit after
tax was Rs.50.10 crore, Rs.133.85crore, Rs.152.74 crore and Rs.355.44 crore respectively. Its total debt to equity ratio of 0.49
times, 0.30 times, 0.25 times and 0.38 times, respectively.

(Source— RHP)

STRENGTHS

. The company is one of the few companies (amongst peer group) in India with presence across the polyester, cotton and
technical textile sectors.

. Focus on the product development of new products, through process innovation.

. Fully integrated Yarn manufacturing plant set up at a strategic location with equipment supplied by domestic and globally
renowned players.

. Long standing association with leading consumer brands with a low customer concentration.

. Deep knowledge and understanding of optimal product assortment and strong supplier network enabling procurement at
predicable and competitive pricing, leading to an overall efficient cycle.

. Healthy financial performance.
. Experienced management team with a proven track record. (Source— RHP)

OBJECTS OF THE OFFER

. The Offer for Sale - Company will not receive any proceeds from the Offer for Sale of shares of Rs. 150.00 crores. The Sell-
ing Shareholders will be entitled to their respective portion of the proceeds of the Offer for Sale.

. Fresh Issue - The Company would also raise up to Rs. 400.00 crores by offering fresh shares. Company proposes to utilise
the Net Proceeds from the Fresh Issue towards funding the following objects.
0 Repayment/prepayment, in full or part, of all or certain outstanding borrowings availed by the Company;
0 Investment in its subsidiary viz. Sanathan Polycot Private Limited, for repayment and/ or pre-payment, in full or part,
of certain borrowings availed by its subsidiary viz. Sanathan Polycot Private Limited;
0 General Corporate purposes

. Company is dependent on third party suppliers for certain raw materials. Company do not have long term agreements for
supply of its raw materials.

. If company is unable to gauge the demand of its products accurately and are unable to maintain an optimal level of invento-
ry, its business, results of operations and financial condition may be adversely affected.

. Any variation in the utilization of the Net Proceeds as disclosed in this Red Herring Prospectus shall be subject to certain
compliance requirements, including prior Shareholders’ approval.

. Company's relationship with its distributors is critical to its business.

. Company may not be able to successfully manage the growth of its business if company is not able to effectively implement
its strategies.
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PEER COMPARISION

KPR Mills 1.00 1128.50 23.67 136.95 47.7 8.2 6.7
Vardaman Textiles 2.00 545.20 27.53 325.98 19.8 1.7 1.6
Indo Count Indus 2.00 392.85 15.62 110.99 25.2 3.5 2.1
Filatex India 1.00 66.76 2.61 27.98 25.6 2.4 0.7
Garware Technical Fibres 10.00 4628.30 113.61 565.81 40.7 8.2 6.4
Sanathan Textiles 10.00 321.00 15.86 204.36 20.2 1.6 0.9

(**On upper price band and on FY 2025 annualised EPS)

RECOMMENDATION

At the upper band of offer price of Rs 321, the issue has been priced at P/BV of 1.6 times and P/E of 20.2 times on enhanced equi-
ty. Compared to peer group, average P/BV of 4.8 times and average P/E of 31.8 times, SANATHAN TEXTILES LTD is reasonably valued.

Investors - SUBSCRIBE to SANATHAN TEXTILES LTD - IPO considering fully integrated Yarn manufacturing plant, long standing asso-
ciation with leading consumer brands, one of the few companies in India with presence across the polyester, cotton and technical
textile sectors and consistent financial performance.

PROFIT & LOSS A/C (In Rs. Crore.)

Income

Revenue from operations 3185.32 3329.21 2957.50 781.13
Other income 16.14 15.81 22.30 6.63
Total income 3201.46 3345.02 2979.80 787.76
Expenses

Cost of materials consumed 2063.27 2334.91 2131.72 547.62
Purchases of stock-in-trade 3247 5.23 0.64 0.63
Changes in inventories -72.00 65.15 -0.07 8.99
Employee benefits expense 94.74 88.54 90.60 23.92
Finance costs 32.46 22.42 23.08 5.10
Depreciation and amortisation expense 42.17 43.49 44.39 11.20
Other expenses 529.23 575.86 508.04 123.53
Total expenses 2722.34 3135.59 2798.40 720.99
Profit before tax 479.12 209.43 181.41 66.77
Tax expense

for the period/year 112.71 47.90 42.14 16.15
pertaining to earlier years 2.60 0.43 -0.81 0.00
Deferred tax charge 8.37 8.36 6.23 0.55
Total Tax Expense 123.68 56.69 47.56 16.70
Profit for the period/year 355.44 152.74 133.85 50.07
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BALANCE SHEET (In Rs. Crore.)

Assets

Property, plant and equipment 894.87 948.37 926.47 923.80
Capital work-in-progress 2.39 18.80 140.51 372.31
Intangible assets 0.00 213 2.48 2.23
Goodwill 1.91 1.91 1.91 1.91
Other non-current assets 36.98 133.96 222.99 286.45
Total non-current assets 936.15 1105.16 1294.35 1586.69
Inventories 443.92 401.60 405.50 404.13
Investments 54.84 47.50 106.95 130.00
Trade receivable 136.19 141.74 125.68 157.13
Cash and Bank Balance 7.93 9.02 29.93 18.19
Other financial assets 2.85 0.44 1.60 2.31
Other current assets 143.76 103.89 168.20 177.63
Total current assets 860.32 801.51 909.33 942.84
Total assets 1796.47 1906.67 2203.68 2529.53

Equity and liabilities

Equity share capital 71.94 71.94 71.94 71.94
Other equity 914.70 1068.17 1203.03 1252.94
Total Equity 986.64 1140.11 1274.97 1324.89
Borrowings 280.02 221.64 337.20 607.27
Provisions 6.52 7.00 7.62 8.32
Deferred tax liabilities (net) 62.94 71.21 77.53 78.00
Other non-current liabilities 0.93 0.54 1.01 2.81
Total non-current liabilities 350.41 300.40 423.36 696.40
Borrowings 98.17 59.36 42.68 37.66
Trade payables 337.62 377.32 436.95 432.14
Other financial liabilities 7.32 6.82 7.34 9.09
Other current liabilities 7.42 20.16 14.98 16.13
Provisions 2.84 2.51 2.76 2.85
Current tax liabilities (net) 6.06 0.00 0.65 10.38
Total current liabilities 459.43 466.16 505.35 508.25
Total liabilities 809.83 766.56 928.71 1204.64
Total equity and liabilities 1796.47 1906.67 2203.68 2529.53
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DISCLAIMER

Eureka Stock & Share Broking Services Limited (“Eureka”) is a Research Analyst registered with the Securities and Exchange Board of India (“SEBI") having SEBI Registration No. INH300002910, which registra-
tion is valid till it is suspended or cancelled by the SEBI. Eureka is licensed for Stock Broking, Depository Services, , Commodity derivatives and Currency derivatives Broking and also, through its associate com-
panies, PMS, Mutual Funds Distribution, Insurance Broking, Bonds, and related activities. Eureka, holds trading memberships with Bombay Stock Exchange Ltd. (BSE), National Stock Exchange of India Ltd.
(NSE) and Metropolitan Stock Exchange of India Ltd. (MSEI), Multi Commodity Exchange of India Ltd. (MCX) & National Commodity and Derivatives Exchange (NCDEX). Clients of Eureka are provided online
trading through internet / mobile and also provided off-line Call-on-Trade services.

Every report and / or opinion including market, stock or index specific views, outlooks, technical or fundamental analysis or tech funda, whether related to domestic and/or global markets made available,
published or circulated through any mode or manner by Eureka (hereinafter collectively referred to “Report”), is solely for information of the authorized recipient only. The reports published or disseminated
are exclusive copyright of Eureka and should not be reproduced or redistributed to any other person or in any form whatsoever without Eureka'’s prior permission.

The information provided in the Report is based upon publicly available data, which Eureka believes to be reliable. Eureka has not performed independent verification of such information. While reasonably
adequate efforts have been made to present reliable data in the Report so far as it relates to current and historical information, but Eureka expressly disclaims any assurance as to accuracy or completeness of
the data in the Report. Eureka or any of its connected persons including its directors or subsidiaries or associates or employees shall not be in any way responsible for any loss or damage that may arise to any
person from any inadvertent error in the information contained, views and opinions expressed in this publication and elsewhere.

The report must not be used as basis of any investment decision. The views herein are of a general nature, and discretion of the readers is advised to make independent analysis and evaluation considering
their respective individual risk appetite and other factors. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appro-
priate to the recipient’s specific circumstances. The securities and strategies discussed and opinions expressed, if any, in this report may not be suitable for all investors, who must make their own investment
decisions, based on their own investment objectives, financial positions and needs of specific recipient. merits and risks of such investment / trade. The securities quoted are for illustration only and are not
recommendatory.

Eureka, 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 securities, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc. Past performance is not necessarily a
guide to future performance. Investors are advise necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the
securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. Certain transactions,
including those involving futures, options and other derivatives as well as non-investment grade securities involve substantial risk and are not suitable for all investors

The opinions expressed in the Report are our current opinions as of the date of the Report and may be subject to change from time to time without prior notice. Eureka or any persons connected with it do
not accept any liability arising from the use of 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 Eureka or its affiliates to any registration or licensing
requirement within such jurisdiction. If this report is inadvertently sent or has reached any person in such a country, especially, United States of America, Canada, or Japan the same should be ignored and
brought to the attention of the Eureka as well as the Sender. This document may not be reproduced, distributed or published in whole or in part, directly or indirectly, for any purposes or in any manner
whatsoever.

Foreign currencies denominated securities, 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. It should not be considered to be taken as an offer to sell or a solicitation
to buy any security.

The Report 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. This report should not be construed as an invitation or solicita-
tion to do business with Eureka. Eureka may from time to time solicit from, or perform broking, or other services for, any company mentioned in the Report. However, Eureka, its associates, Research Analysts
and their relatives did not receive any compensation or other benefits from the subject company/ies mentioned in the Report or from a third party in connection with preparation of the Report. Accordingly,
Eureka, its associates, Research Analysts and their relatives do not have any material conflict of interest at the time of publication of the Report.

Eureka has other business segments / divisions / Proprietary Desk separated by 'Chinese walls' and maintains “Arms length” relationship with such divisions and such divisions may have varying objectives, risk
profiles, investment horizon, etc., and therefore, may at times have, different and contrary activities on stocks, sectors and markets.

Eureka and its affiliated company(ies), their directors, research analysts and their relatives may, from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned
in the report, within the framework of all governing statutes / guidelines / policies. Eureka, its associates & related entities, Research Analysts and their relatives Individually do not own (in their proprietary
position) 1% or more of the securities of the subject company/ies mentioned in the report (especially Tech Funda and Fundamental Report) as of the last day of the month preceding the publication of the
research report, without giving adequate disclosures in the Report.

The Research Analyst/s engaged by Eureka or its Associates, in preparation of the Report:-

has not received any compensation from the subject company in the past twelve months;

has not managed or co-managed public offering of securities for the subject company in the past twelve months;

has not received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months;
has not received any compensation or other benefits from the subject company or third party in connection with the research report;

has not served as an officer, director or employee of the subject company;

is not engaged in market making activity for the subject company.

SEBI has not taken any disciplinary action against Eureka in the recent financial years which may have impacted the investment decision making of the investor.

Regd. Office and Corporate Office - 1101, Merlin Infinite, DN - 51, Salt Lake City, Sector - 5, Kolkata - 700 091 (West Bengal, India)
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Associate Companies: by Eureka
o Eureka Portfolio Management Services Private Limited
o Eureka Insurance Broking Private LImited

. N ) ) Empowering India, with
SEBI Single Registration Number: INZ000169839 [NSE-CM, FO, CD, Commodity, WDM; BSE-CM, FO, CD, Commaodity; MSEI-CM, FO, CD, MCX, .
NCDEX] One Investment Solution

PMS SEBI Registration Number: INPO00005740. AMFI registered Mutual Fund Distributor | Mutual Fund ARN: 77441.
Date of initial registration - 03/12/2009 and Current validity of ARN - 05/01/2027 Download Scan QRto

) . Our App Now Know More
Compliance Officer: Debomita Guha Maity

£ Available on the
For grievance redressal contact Customer Care Team Email: grievance@eurekasec.com ' App Store

Investment in securities market are subject to market risks, read all the related documents carefully before investing. xS ggggle Play

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of Invest. Trade. Prosper
returns to investors.
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