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Recommendation: Subscribe for long term

Issue Size (X Cr) 550
Fresh () 400
OFS ) 150
No. of shares offered 1.25Cr
Face Value (X /share) 10
Bid Lot 46
Activity On or about
Finalisation of Basis of Allotment 24-12-2024
Refunds/Unblocking ASBA Fund 26-12-2024
Credit of equity shares to DP A/c  26-12-2024
Trading commences 27-12-2024

Shareholding (No. of shares)

Pre-Issue 71,943,000
Post Issue (Lower price band) 84,404,059
Post Issue (Higher price band) 84,404,059

Promoter:

Pre Issue 97.54%
Post Issue 78.03%
Public - Investor Selling S/h:

Pre Issue 2.46%
Post Issue 1.67%
Public - Others:

Pre Issue 0.00%
Post Issue 20.30%

Issue Breakup

QB 50%
NIB 15%
Retail 35%

Other Details

BRLMs: DAM Capital Advisors, ICICI Securities.

Registrar: KFin Technologies Ltd.
Listing: BSE & NSE

Research Analyst

Rajan Shinde
rajan.shinde@mehtagroup.in
022-61507142

Price Band: X305 - 321
Post Implied Market Cap: - 2,594 - X2,709Cr

About the Company

Sanathan Textiles Limited, established on October 10, 2005, is a prominent Indian manufacturer specializing in a
diverse range of yarn products. The company produces polyester filament yarn, cotton yarn, and yarns for
technical textiles, serving both domestic and international markets. Operating from its registered office in Silvassa,
Dadra & Nagar Haveli, Sanathan Textiles has positioned itself as a key player in the textile industry. The company is
recognized for its commitment to quality and innovation, catering to various sectors within the textile value chain.

Investment Rationales

¢ Sanathan textiles is one of the few companies in India with presence across the polyester, cotton and
technical textile sectors: Sanathan Textiles produces a range of polyester filament yarns, a key material used in
textiles, garments, and industrial applications due to its durability, cost-effectiveness, and versatility. Cotton
yarn is a staple product in the textile sector, serving as the base for fabrics and apparel. Sanathan’s presence in
this segment ensures it captures demand from both domestic and global markets for natural fibres. This
emerging sector includes specialized yarns used in industrial, medical, automotive, and infrastructure
applications. Sanathan expedition into technical textiles allows it to tap into high-growth, value-added markets.
Company also have a high share of value-added products such as dope dyed, superfine / micro, functional,
industrial and technical yarn, cationic dyeable and specialty yarn which are produced after extensive in-house
research.

¢ Focus on the product development of new products, through process innovation: Company is developing new
products that helps the company to penetrate additional markets and customer segments, diversifying its
revenue streams, Improved manufacturing efficiency, Reduction in production costs, Higher yield and quality
consistency. This allows Sanathan to price its products competitively while maintaining healthy margins.
Innovations in production processes can enable the creation of customized yarns and textiles, appealing to
niche markets and higher-margin segments like technical textiles. Markets for technical and functional textiles,
such as flame-resistant or moisture-wicking fabrics, are growing.

¢ Fully integrated Yarn manufacturing plant with equipment supplied by domestic and globally renowned
players: The integration of all stages of yarn production from raw material processing to finished yarn ensures
better control over quality, cost, and timelines. This eliminates reliance on external suppliers for intermediate
processes, reducing delays and enhancing operational efficiency. Vertical integration minimizes logistics costs
and dependency on external vendors, allowing the company to offer competitive pricing in both domestic and
export markets. In-house control ensures consistent quality across all product lines, which is crucial for
customer satisfaction and retention. The plant's location ensures access to raw materials such as polyester and
cotton, reducing procurement costs and transportation time. Advanced machinery reduces wastage, minimizes
downtime, and enables the production of innovative, high-performance yarns. A fully integrated plant equipped
with advanced machinery allows for large-scale production, meeting growing domestic and international
demand efficiently.

¢ Long standing association with leading consumer brands with a low customer concentration: A sustained
relationship with top consumer brands like Welspun India, Techno Sportswear, Page Industries, D'Décor Home
Fabrics, Siyaram Silk Mills etc demonstrates Sanathan Textiles' consistent ability to deliver quality products,
meet delivery timelines, and cater to high standards. These associations often result in repeat business and
long-term contracts, providing a stable revenue base. Leading brands typically operate in premium segments,
offering Sanathan Textiles opportunities to command better pricing and margins for its products. Long-term
relationships with top brands ensure a steady flow of orders, contributing to predictable cash flows. Working
with a diversified set of brands allows the company to focus on premium products, reducing the risk of
competing purely on price. This approach not only demonstrates the company’s operational strength but also
enhances its appeal as a resilient and diversified investment opportunity.

¢ Dependence on commodity prices and volatility in raw materials
e Relationship with the distributors is critical for business
¢ High capital intensity and technological obsolescence

MView

We believe Sanathan Textiles Ltd IPO offer bring investors an opportunity to invest in a prominent Indian
manufacturer specializing in a diverse range of yarn products and presences across the polyester, cotton and
technical textile segment, serving both domestic and international markets. We like company business model with
fully integrated Yarn manufacturing plant with high focus on the product development of new products, through
process innovation. Post ipo Sanathan Textiles is set for new growth from it expansion in Punjab facility, which can
boost production to 1,500 tonnes per day by 2027e and with a diverse product range and advanced capabilities, we
believe Sanathan is well positioned to meet the rising global demand for yarn and textile products. On valuation
parse at the upper price band of X 321/-, the issue is asking for Market cap of 2709 cr. Based on annualized
FY2025 earnings and fully diluted post-IPO paid-up capital, the company is asking for PE of 13.5x which looks
reasonable priced when compared to its peers which are trading above 30x. Hence, looking at all attributes we
recommend investors to “SUBSCRIBE” Sanathan Textiles Ltd IPO for long term perspective only.

The information contained in this report is obtained from reliable sources and is directed at investors. In no circumstances should it be considered as an offer to sell/buy or, a solicitation of any offer to, buy or sell the securities or
commodities mentioned in this report. No representation is made that the transactions undertaken based on the information contained in this report will be profitable, or that they will not result in losses. Mehta Groups and/or its

representatives will not be liable for the recipients’ investment decision based on this report.
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Particulars X (in Cr)

CONSOLIDATED FINANCIAL TABLES

BASIC FINANCIAL DETAILS

As at June’30

2024 (03)

MSEARCH

FINANCIALS

As at March’ 31

2024 (12)

2023 (12)

2022 (12)

Equity Share Capital 71.94 71.94 71.94 71.94
Reserves 1,252.94 1,203.03 1,068.17 914.70
Net Worth 1,324.06 1,273.98 1,140.13 987.39
Total Borrowings 64493 379.88 281.00 378.19
Revenue from Operations 781.13 2,957.50 3,329.21 3,185.32
EBITDA 76.44 226.58 259.53 537.61
Net Profit for the Year 50.07 133.85 152.74 355.44
EPS 23.73 18.6 21.24 49.40
RONW (%) 3.72% 10.42% 13.40% 36.03%
NAV (X) as stated 184.16 177.22 158.47 137.14
ROE (%) 15.41% 11.09% 14.36% 43.95%
ROCE (%) 14.04% 11.80% 15.54% 35.83%

Source: Company RHP

COMPARISON WITH INDUSTRY LISTED PEERS X (IN CR)

Companies

Standalone/
Consolidated

Revenue for
Fiscal 2024

(X in Cr)

Mcap
(Xin Cr)

FV EPS

NAV
(X Per P/B

Share)

Sanathan Textiles Ltd Consolidated 2,957.50 2,709 | 10 | 23.73 |177.22| 1.45 | 13.53|10.42%

K.P.R. Mill Ltd Consolidated 6,059.68 38,112 | 1 |23.56|127.50| 8.14 | 39.7 |18.48%
Vardhman Textiles Ltd Consolidated 9,504.68 15,183 | 2 | 22.20 (314.69| 1.61 | 21.2 | 7.00%
Indo Count Industries Ltd | Consolidated 3,557.07 7,704 | 2 |[17.06|105.48| 3.51 | 22.8 [16.35%

Date as on 31st March 2024, Cline Mcap, PE, PB calculated as on 19-12-2024
SANATHAN TEXTILES LTD, EPS/PE,PB, NAV calculated on annualised basis post money
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This Reportis published by Mehta EquitiesLimited (hereinafter referredto as “MEL”) for registered client circulation only. MEL is a registered Research Analyst underSEBI
(Research Analyst) Regulations, 2014 having Registration no. INHO0000552. MEL is a registered broker with the Securities & Exchange Board of India (SEBI) and registered with
National Stock Exchangeof India Limitedand BSE Limited in cash and derivatives segments, Multi CommodityExchange of India (MCX), NationalCommodity & Derivatives
Exchange Ltd. (NCDEX)for its stockbroking activities & is Depository participant with CentralDepository Services Limited(CDSL), is registered with SEBI for providing PMS
services and distribute third party PMS product and also memberof Association of Mutual Funds of India (AMFI) for distribution of financial products.

MEL a “Research Entity” under SEBI (Research Analyst)Regulations 2014 has independent researchteams working with a Chinesewall rule with other businessdivisions of MEL
as mentioned above.

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

MEL or its associates or Research analyst has not received any compensation / managed or co-managed public offering of securities of the company covered by Research
analyst duringthe past twelvemonths. MEL or its associates have not receivedany compensation or other benefitsfrom the companycovered by Researchanalyst or thirdparty in
connection with the research report. Research Analyst has not served as an officer, director or employee of Subject Company and MEL / Research analyst has not been engaged
in market makingactivity of the subject company.

This report is for the personalinformation of the authorized recipientand does not construe to be any investment, legal or taxationadvice to you. MEL 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 preparedfor the
general use of the clientsof MEL 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. MEL will not treat recipientsas customers by virtue of their receivingthis report. This report is not directedor 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
subjectMEL & 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 shouldnot be relied upon as such. We accept no obligation to correct or update the information or opinions in it. MEL 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 containedin this report. MEL or any of its affiliates or
employees do not provide, at any time, any expressor implied warrantyof any kind, regarding any matter pertaining to this report,including without limitation the implied
warranties of merchantability, fitnessfor a particular purpose, and non-infringement. The recipients of this reportshould rely on their own investigations.

This information is subject to change without any prior notice. MEL reserves its absolute discretion and right to make or refrain from making modifications and alterations to this
statement from time to time. Nevertheless, MEL is committed to providing independent and transparent recommendations to its clients, and would be happy to provide
information in response to specific clientqueries.

Before making an investment decisionon 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. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of
MEL accept any liability whatsoever for any direct,indirect, consequential or other loss arising from any use of this research and/orfurther communication in relation to this
research. Here it may be noted that neither MEL, nor its directors, employees, or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential includinglost revenue or lost profitthat may arise from or in connection with the use of the information containedin this report.

Analyst Certification: Research Analyst the author of this report, hereby certify that the views expressed in this research report accurately reflects my personal views about the
subject securities, issuers, products, sectorsor industries. It is also certified that no part of the compensation of the Researchanalyst was, is, or will be directlyor indirectly
relatedto the inclusion of specificrecommendations or viewsin this research.The Research analystis principally be responsible for the preparation of this researchreport and has
taken reasonable care to achieveand maintain independence and objectivity in making any recommendations.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors
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