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Launched in 1998, Mufti brand is owned by Credo Brands Marketing Ltd. It is a leading
wardrobe solution provider for the menswear category led by Kamal Khushlani with a
vision to redefine menswear. Credo has evolved its product offerings over the past
few years from only shirts, t-shirts and trousers in the initial years to wide range of
products including sweatshirts, jeans, cargos, chinos, jackets, blazers and sweaters in
relaxed holiday casuals, authentic daily casuals to urban casuals, party wear and also
athleisure categories as on date. It has adopted asset light business model where it is
engaged in the sale of garments and accessories and it has outsourced its

Y N el manufacturing operations. It mainly focuses on the design of the products while
Price ensuring multi-level checks to achieve desired quality. Additionally, Credo does not

Number of Shares 53
Minimum

Application Money

Discount to retail

Payment Mode

Rs. 14840

ASBA

Consolidated *
Financials (Rs Cr) FY22 FY23

have any store which is situated on properties owned by them.

Details of the Issue:

e Total issue of Rs 500 Cr, consists of offer for sale by its promoters and other selling
shareholders

Further, company expects enhanced visibility and brand image with a proposed
listing of equity shares

Total Income 341 498 Investment Rationale:
EBITDA 95 164 e Strong brand equity with presence across categories
Adj PAT 36 78 ®  Multi-channel pan-India distribution network
e Scalable asset light model
Valuations (FY23) . . . . . . . .
Band CEM e  Strong in-house design competencies to deliver innovative and high-quality
Market Cap (Rs Cr) 1,710 1,800 products
Adj EPS 12.05 1205 ° Strong industry outlook backed by increase in urbanization and social
connectivity
PE 22 23
EV/ EBITDA 10 1 Valuation and Recommendation:-
_ Credo Brands Marketing has delivered a lower topline growth of 3.5% between FY20-
f::ir:;r'se Value 1,719 1809 23 when compared with its peers. However, it has delivered a healthy profits with a
. growth at ~70% during the same period led by expansion in operating margins from
~10% in FY20 to 33% in FY23. Company has witnessed muted performance in Q1FY24
Promoters 55.4%  due to seasonality; however, one can expect healthy growth in FY24. The issue is
Public/Other 44.6% Vvalued at 11x to FY23 EV/EBITDA which is at discount when compared to its peers.
B T T — Thus, we recommend SUBSCRIBE to the issue.
QIB (Including Mutual Fund) BBl Financials Y21 FY22 | FY23 Q1FY24
Non-Institutional 15%  Net Revenues 245 341 498 118
Retail 35% Growth (%) -45.6% 39.4% 46.0% NA
EBITDA 48 95 164 30
Post Issue Equity (Rs. in cr) 129 EBITDA Margin (%) 19.8% 27.9% 32.9% 25.5%
Issue Size (Rs in cr) 550 PBT 4 48 104 11
Face Value (Rs) 2 Adjusted PAT 3 36 78 9
EPS 0.54 5.56 12.05 1.33
;2:::21 f_\';zfyiifmkar ROCE 10.0% 25.2% 41.7% 22.2%
o o T EV/Sales 7.4 5.3 3.6 3.8*
priyanka.g@nirmalbang.com EV/EBITDA 37.3 19.0 11.0 15.0*
P/E 523.2 50.4 23.2 52.5%

Source: RHP, NBRR
*On Annualised Basis
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Company Background

Launched in 1998, Mufti brand is owned by Credo Brands Marketing Ltd. It is a leading wardrobe solution provider for the
menswear category led by Kamal Khushlani with a vision to redefine menswear. Credo has evolved its product offerings over the
past few years from only shirts, t-shirts and trousers in the initial years to wide range of products including sweatshirts, jeans,
cargos, chinos, jackets, blazers and sweaters in relaxed holiday casuals, authentic daily casuals to urban casuals, party wear and
also athleisure categories as on date. It has adopted asset light business model where it is engaged in the sale of garments and
accessories and it has outsourced its manufacturing operations. It mainly focuses on the design of the products while ensuring
multi-level checks to achieve desired quality. Additionally, Credo does not have any store which is situated on properties owned

by them.

IPO NOTE

As on Sep’23, the brand has a presence across India with 1,807 touchpoints including 404 EBQ's, 71 LFS's, and 1,332 MBO's
extending their reach from major metros to Tier 3 cities. The company also has an online channel presence through its website
and various e-commerce marketplaces. Credo has a longstanding association with its partners across supply, distribution and
manufacturing and the top name includes Arvind Limited, NSL Textiles, RSWM Limited and Birla Century.

Break-down of our product category wise revenue

Particulars FY21 Reoc’e‘:‘fue FY22 Re‘f’e‘:‘fue FY23 Re%’e‘:‘fue Q1FY24 Re‘:/;’e‘:‘fue
Shirt 95.01 38.8%  127.113  37.3% 191.22 38.4% 53.03 44.8%
Bottom 97.39 30.8%  141.178  414% | 212129 42.6% 46.259 39.0%
T-shirt 27.01 11.0% 38.758 11.4% 52.355 10.5% 13.859 11.7%
Outerwear 15.755 6.4% 19.551 5.7% 22.056 4.4% 0.024 0.0%
Miscellaneous** 9.661 3.9% 14.572 4.3% 20.422 4.1% 5.318 4.5%
Total 244826 = 100.0% 341172 = 100.0%  498.182 = 100.0% 11849 | 100.0%

Source: RHP, NBRR

Product wise quantity sold FY21 FY22 FY23 Q1FY24
Shirt 1,127,546 1,289,589 1,731,116 456,900
Bottom 701,190 868,156 1,198,160 250,178
T-shirt 398,329 466,366 523,345 157,911
Outerwear 71,146 79,667 91,051 512

Source: RHP, NBRR
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Financial Performance Metrics:
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Topline Performance EBITDA Performance
27.9%  32.9%
298 19.8% 25.5%
450 = .
341
9.7%
245 >
B I s & kil
._ FY20 Fy21 FY22 FY23 Q1FY24
FY20 Fy21 FY22 Fy23  QlFy24 s EBITDA  —&— EBITDA margin (%)
Source: RHP, NBRR
Net Profit Trend

15.6%

7.2%
. :
FY20 Fy21 Fy23 Q1FY24
m PAT  —o— Net Margin (%)
Source: RHP, NBRR
Return Ratios:
Return on Capital Employed Return on Equity
27.55%
25.39%
16.04% 15.16%
12.50% 13.31%* 11.83%*
8.22%
6.05%
. 1.79%
T T T - T T
FY20 FY21 FY22 FY23 Q1FY24 FY20 FY21 FY22 FY23 Q1FY24

Source: RHP, NBRR
*Q1FY24 Annualised Figures

Source: RHP, NBRR
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Investment Rationale
Strong brand equity with presence across categories

Credo Brands has only one brand named as ‘Mufti’ which was launched in 1998. It has a wide range of product offerings with a
prominent focus on casual wear that caters to mid premium and premium price range. Company’s design team is constantly
focusing on expanding product range to meet a varied range of consumer needs. As a step toward brand building, it has launched
“Muftisphere” in 2014, a customer loyalty programme, to provide benefits to its loyal customers for shopping the brand thereby
increasing their stickiness with the brand. It has a database of over 2 mn customers on Muftisphere.

IPO NOTE

Company’s strong brand has helped it to maintain their longstanding relationship with partners across its manufacturing, supply
and distribution network with some of these partners are associated since inception of the brand. As on Sep’23, it had a network
of 48 fabric and accessories suppliers and 48 manufacturing partners with the top five raw material suppliers and manufacturing
partners being associated with an average of eight years each.

The key competitors of Mufi’s products include brands such as Jack & Jones, Levi’s, Pepe Jeans and U.S. Polo Assn.
Multi-channel pan-India distribution network

Credo Brands has a pan India presence which extends from Major Metros to tier 3 cities. Company’s offline channels are
complemented by online presence through its website, ‘www.muftijeans.in’, and various ecommerce marketplaces.

Revenue from different format Number of Touchpoints (1,807) Tier-wise store split of EBOs
of stores (FY23 - Rs. 498 cr)

Others Top
Online* 5§/ .t\'NO
LFSs_ 5% ¥ Tier 3, cities*
3% 106 47/ +top six
\ cities**
MBOs MBOs
30% 1,332
& Tier 2,
138
Source: RHP, NBRR
* Includes sales through our website and e-commerce marketplaces
# Includes sale of trims (such as fabric, buttons, labels, tags, zippers, etc.) and odd lot sale
The zone-wise details of EBOs, MBOs and LFS as on Sep’23:
Channel Central East North South West Total
EBO 44 76 117 61 106 404
MBO 188 431 278 182 253 1,332
LFS 5 12 11 17 26 71
Total 237 519 406 260 385 1,807

Source: RHP, NBRR
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Scalable asset light model

Credo mainly focuses on designing products in line with global fashion trends in casual wear and has outsourced its manufacturing
operations in order to build an asset light business model with respect to property, plant and equipment. It allows them to build
a longstanding relationship with their sourcing partners while allowing them to increase or decrease supply based on the
prevailing market demand from various channels. It has continued to maintain quality checks at every stage with centralized
ordering of fabric and accessories to meet timelines for each stage of production by manufacturing partners.

IPO NOTE

Particulars FY21 FY22 FY23 Q1FY24

Number of manufacturing partners
Source: RHP, NBRR

Company’s asset light model also covers all selling points with different formats (EBOs, MBOs, LFSs and online); however, no store
is being situated on properties owned by Credo Brands.

Number of EBO stores under the category of COCO, COFO and FOFO:

EBO store category FY21 FY22 FY23 Jﬁ:‘;r; SAe ';?Zn?’
COCO EBOs 96 94 119 124 130
COFO EBOs 136 142 159 163 168
FOFO EBOs 74 85 95 99 106
EBOs 306 321 373 386 404
Source: RHP, NBRR

Number of EBO stores closed FY21 FY22 FY23 Q1FY24 Q2FY24
gzr:et;;ar of EBOs closed (including closure of relocated )8 30 15 3 6
Number of EBOs relocated 5 8 6 2 4

Source: RHP, NBRR
Strong in-house design competencies to deliver innovative and high-quality products

As company’s core operation to maintain its market positioning through its key focus on expressiveness and boldness in its
designs. It has built his own team which takes care of its product designing in line with the market trends. It has an in- house
textile print and pattern team of 17 members consists of experienced graphic designers, illustrators, textile designers, and
technicians. It has produced more than 682 designs during H1FY24.

Over the last few years, it has introduced meaningful capsular collections under the categories of relaxed holiday casuals,
authentic daily casuals to urban casuals, party wear and also athleisure. Further, focus on providing a complete look with a
strategic manner by way of introducing new product category that compliments products from other categories has helped Credo
Brands to expand in to sub categories. Similarly, it has helped it to fulfill consumers’ changing demand that builds the brand loyalty
and stickiness.

Strong industry outlook backed by increase in urbanization and social connectivity

As per the Technopak Report, the market share of organized men’s apparel industry is expected to increase from 45% in FY22 to
60% in FY27E. Men's western wear market contributes ~94% of the total Indian men’s apparel market and rest ~6% of the market
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is contributed by Indian men’s ethnic wear. The casual led men’s western wear are likely to outpace the growth of formal led
men’s western wear growing at 22% v/s 18% between FY22-27E.

Key factors contributing to India’s growth towards casual wear in recent years are - i) urbanization and ii) Social media
connectivity, iii) growth and influence of mobile internet, iv) increased buying propensity amongst consumers and v) the concept
of Friday dressing (casual Fridays) in the corporate world. Due to its comfort and easy to maintain and wear, casual wear has
become more preferred lifestyle choice. As a result, the categories such as denim, activewear, casual shirts, athleisure, and
loungewear are growing at a CAGR greater than 20%.

IPO NOTE

Risks and concerns

e Company’s business is subject to seasonality. Lower sales may affect company’s business, financial condition and result of
operations.

e Anyinventory damage or change in the fashion trend can lead to obsolete inventory which will lead to loss of inventory which
is expected to impact company’s financial result negatively.

e Company is part of industry having intense competition with fast changing environment, its ability to meet required expertise
and keep the pace with the prevailing industry environment may lead to affect business operations.
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Valuation and Recommendation

Credo Brands Marketing has delivered a lower topline growth of 3.5% between FY20-23 when compared with its peers. However,
it has delivered a healthy profits with a growth at ~70% during the same period led by expansion in operating margins from ~10%
in FY20 to 33% in FY23. Company has witnessed muted performance in Q1FY24 due to seasonality; however, one can expect
healthy growth in FY24. The issue is valued at 11x to FY23 EV/EBITDA which is at discount when compared to its peers. Thus,
we recommend SUBSCRIBE to the issue.

IPO NOTE

Listed Peers

FY23 Figures Aditya Birla Arvind Kewal Kiran = Go Fashion Trent* Average* Credo
Fashion Fashions Clothing (India) Brands
and Retail Marketing
Revenue 12,418 4,421 779 665 8,242 4,571 498
CAGR (FY20-23) 12.2% 6.9% 13.7% 19.3% 33.2% 13.0% 3.5%
EBITDA Margin 12.5% 10.6% 19.5% 31.9% 13.5% 18.6% 32.9%
Asset Turns (x) 0.7 1.4 1.0 0.7 1.0 0.9 0.9
Wkg Cap Days 2 31 188 178 56 100 141
ROCE (%) 9.4% 20.5% 28.3% 0.3% 32.3% 14.6% 25.4%
ROE (%) -2.2% 10.8% 23.2% 0.2% 15.9% 8.0% 27.6%
Debt/Equity 0.8 0.7 0.1 0.7 0.2 0.6 0.6
EV/EBITDA 20.6 13.8 30.1 34.1 100.2 24.7 11.0
P/E NM 145.8 39.8 84.7 240.2 90.1 23.2

Source: RHP, NBRR
*Excludes Trent from average peer valuation
NM-Not Meaningful
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Lu Financials
I_ P&L (Rs. Cr) FY21 FY22 FY23 Q1FY24|]Balance Sheet (Rs. Cr) FY21 FY22 FY23 Q1FY24
O Net Revenue 245 341 498 118 Share Capital 3 3 3 13
Z % Growth -46%  39%  46% NA  Other Equity 189 233 278 277
Purchases of stock in trade 125 147 212 52 Minority Interest
O % of Revenues 51.1% 43.1% 42.5% 43.8% Networth 192 236 281 290
Employee Cost 22 29 27 9 Total Loans 15 13 10 11
D_ % of Revenues 89% 8.6% 5.4% 7.7% Other non-curr liab. 137 146 191 206
f— Other expenses 49 70 96 27 Trade payable 35 37 42 27
% of Revenues 20.2% 20.5% 19.2% 23.0% Other Current Liab 38 44 50 59
EBITDA 48 95 164 30 Total Equity & Liab. 417 476 574 592
EBITDA Margin 19.8% 27.9% 32.9% 25.5% Property, Plant and Equipment 39 40 62 66
Depreciation 44 46 53 15 CwIP 0 1 0 0
Other Income 16 14 11 1 Other Intangible assets / Right of u 128 139 175 188
Interest 17 15 18 5 Non Currrent Financial assets 16 15 13 16
Exceptional item 0 0 0 0 Other non Curr. assets 21 29 37 39
PBT 4 48 104 11 Inventories 59 66 113 112
Tax 1 12 26 3 cash and cash equivalents 26 51 9 2
Tax rate 14%  25%  25% 24% Investments+loans 1 3 8 5
Adj. PAT (norm. Tax) 3 36 78 9 Trade receivables(debtor) 122 124 137 147
% Growth -78% 939% 117% '#DIV/O! Other Current assets 5 8 20 17
EPS (Post Issue) 0.54 5.56 12.05 1.33 Total Assets 417 476 574 592
Ratios & Others FY21 FY22 FY23 Q1FY24 ] Cash Flow (Rs. Cr) FY21 FY22 FY23 Q1FY24
Debt / Equity 0.6 0.5 0.6 0.6 Profit Before Tax 4 48 104 11
EBITDA Margin (%) 19.8% 27.9% 32.9% 25.5% Provisions & Others 46 61 64 19
PAT Margin (%) 1.4% 105% 15.6% 7.2% Op. profit before WC 50 109 168 30
ROE (%) 1.8% 152% 27.6% 11.8% Changein WC 45 -11 -65 -12
ROCE (%) 6.0% 16.0% 25.4% 13.3% Less: Tax -0 -20 -31 -5
CF from operations 96 78 72 14
Turnover Ratios A PERN AT RN AP EN kA% XY Purchase/Sale of fixed assets -6 -15 -34 -9
Debtors Days 183 132 101 113 Sale/Purchase of Investments 0 0 0 0
Inventory Days 87 70 83 86 Interest, dividend and other inc -0 -13 15 0
Creditor Days 52 39 31 21 CF from Investing -6 -28 -19 -9
Asset Turnover (x) 0.6 0.7 0.9 0.8 Repayment towards Lease Liab -34 -34 -43 -12
Repayment of Borrowings -29 -2 -3 -1
(Repayment)/ proc current debt 1 0 0 2
Valuation Ratios DA APV AVEREIAPLY interest & div paid -4 -3 -35 -1
Price/Earnings (x) 5232 504 232 52.5 CF from Financing -66 -39 -82 -12
EV/EBITDA (x) 373 19.0 110 15.0 Net Change in cash 24 11 (29) (6)
EV/Sales (x) 7.4 53 3.6 3.8 Cash & Bank at beginning 1 25 36 8
Price/BV (x) 9.4 7.6 6.4 6.2 Cash & Bank at end 25 36 8 1

Source: Company Data, NBRR
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Disclosure:

Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are for
private circulation only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having
Registration no. INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India
Limited, BSE Limited ,Metropolitan Stock Exchange of India Limited , Multi Commodity Exchange of India Limited , National
Commodity and Derivative Exchange Limited and Indian Commodity Exchange Limited in cash and Equity and
Commodities derivatives segments.

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing /
dealing in securities Market. NBSPL, its associates or analyst or his relatives do not hold any financial interest (Except
Investment) in the subject company. NBSPL or its associates or Analyst do not have any conflict or material conflict of
interest at the time of publication of the research report with the subject company. NBSPL or its associates or Analyst or his
relatives may or may not hold beneficial ownership of 1% or more in the subject company at the end of the month immediately
preceding the date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities
of the company covered by Analyst during the past twelve months. NBSPL or its associates have not received any
compensation or other benefits from the company covered by Analyst or third party in connection with the research report.
Analyst has not served as an officer, director or employee of Subject Company. NBSPL / analyst has not been engaged in
market making activity of the subject company.

Analyst Certification: The research analysts and authors of these reports, hereby certify that the views expressed in this
research report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or
industries. It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related
to the inclusion of specific recommendations or views in this research. The analyst(s) principally responsible for the
preparation of this research report and has taken
reasonable care to achieve and maintain independence and objectivity in making any recommendations.
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Disclaimer:

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation
advice to you. NBSPL is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or
sell any security or product, or to engage in or refrain from engaging in any such transaction. In preparing this research, we did not take
into account the investment objectives, financial situation and particular needs of the reader.

This research has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the
information in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this
report at the same time. NBSPL will not treat recipients as customers by virtue of their receiving this report. This report is not directed
or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject NBSPL & its group companies to registration
or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty
that it is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the
information or opinions in it. NBSPL or any of its affiliates 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 in this report. NBSPL or any of its affiliates or employees
do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without
limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report
should rely on their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to providing independent
and transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.
Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an
adviser, whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are
risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even become valueless.
International investors are reminded of the additional risks inherent in international investments, such as currency fluctuations and
international stock market or economic conditions, which may adversely affect the value of the investment. Opinions expressed are
subject to change without any notice. Neither the company nor the director or the employees of NBSPL accept any liability whatsoever
for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this
research. Here it may be noted that neither NBSPL, nor its directors, employees, agents or representatives shall be liable for any
damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in
connection with the use of the information contained in this report.

IPO NOTE

Copyright of this document vests exclusively with NBSPL.

Our reports are also available on our website www.nirmalbang.com .

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd.)

B-2, 301/302, Marathon Innova,
Opp. Peninsula Corporate Park
Off. Ganpatrao Kadam Marg

Lower Parel (w), Mumbai-400013

Board No. : 91 22 6723 8000/8001
Fax.:022 6723 8010
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