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Operator:

Thank you for standing by and welcome to the analgnd investors for Q3 Arvind
Limited conference call presented by Mr. JayesthSha

At this time, all participants are in a listen-omtyode. There will be a presentation
followed by a question and answer session at wtioh if you wish to ask a question
please press *1 on your telephone. Please beeatltliss conference is being recorded
today.

I would like to hand the conference over to Mr.eltyShah. Over to you, sir.
Mr. Jayesh Shah:
Good morning everyone and thank you for coming deethe call.

| trust you would have all got the information abthe Q3 results. It was a 19% growth
in the top line and we had a very healthy margimiog, thanks to both brands and retalil
business as well as textile business margins ingonewnts, the margin was 15%. We had
some good amount of land sale taking place, ini®m@going activity which took place
where we are selling some parcels of land to aat yenture with TATA and some other
pieces of land, and we had very high amount oftadsss of about 38 crores that we had
to write off. As a result our profit grew by ab@#o in a sense non-comparable basis, on
a comparable basis where we exclude VF sale, w drg about 14%. We have this
quarter as reported earlier an extraordinary incofreoout 191 crores. We actually had
257 crores of revenue and after knocking off takility the net gain was 191 crores, that
has significantly augmented our net worth in thusrger. Again, there is a merger which
took place, though it doesn’t change the numbearswe merged our subsidiary Arvind
Products. So, to the extent of minority interesivrthere would be a small change, but
otherwise there is no significant change in our bers. Our capital will go up in Q4 by
1.41% when we issue the shares to the minorityeshalder.

As you would have seen our textile business top ¢irew by 21% and brands grew by
32%, it is the brand and retail business actuallly extremely well during Diwali and
after Diwali but slowed down afterwards. What wewd have expected the business to
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grow by about 36-37%, actually grew by 32%, ashihhginess as you would have noticed
that the retail sales all over India slowed dowrd aur business also slowed down in the
last month of the Q3. Having said that, the bussnkas in general done well. Our
brands and retail business grew by 32%, our likdiki sale, which possibly as you
would have seen in most companies that have rapthte results in this quarter, most
companies have either shown flat or a degrowthkmtb like sales, whilst our company
recorded 11% like to like growth, about 16% in lbwrand about 5% in our retalil
business. So, which was a very healthy thinghbapened, like to like growth gives you
straight additional margin which is what happenedur case.

As far as some of the key ratios are concernedusecae got a substantial amount of
cash flows our debt fell, from September levelas Hallen by about 300 crores, though
from March level it doesn’'t show a significant drdmwever, from September level the
debt has come down sharply. Our debt to EBIDTA rstands at 2.7, if | take the 9
month period. Our ROCE for 9 months is about 1t quarter of course was 17%,
and return on equity now is at 12.4 compared toirB#he previous. Our expectation is
that we would be looking at about 18% top line gitoor the year which would mean
that our Q4 will be practically flat compared to atht was last year. | wanted to just
highlight a few things that Q4 of last year waseaneptional quarter, it was a exceptional
quarter where we had a 59% top line growth, it exseptional because it was a period in
which cotton prices were going up practically evday by about 1000 rupees. So, the
end result was that there was hurried activity fitbm buyers to buy fabrics, and we were
able to kind of sell from the inventory and makghar margins, we were able to sell
more volume because all the customers feared priceases and kept on buying, that of
course gave us some impact in the subsequent gframe Q2 and Q3 of current were
not as rosy as far as volumes are concerned. aSoyéar Q4 was exceptional, next year
we think that Q4 of this year would be more or |8as with a marginal drop in the
EBIDTA margin because we had dropped selling priaed in line with the current
cotton prices where the inventory would be at anéigevels. But that is a temporary
phenomenon of about one quarter, we may have R&/ddrop in our EBIDTA margin.
We are continuing with our objective of achievin@AGR of about 18% in next 3 years.
Our business plans for the next year are underiwvégrms of preparation, but we think
that we should be looking at a CAGR growth of abbbitto 20% in next 2-3 years. |
don’'t want to give guidelines for the next yearcdese we have still not prepared
business plan and we are also not sure of the levets because of the cotton fluctuation
and excise fluctuation that may impact the valu#, the business or the profit but the
values.

So, with that | would like to thank you once agamd | will want to take any questions
that you might have.

Operator:
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Okay. At this time, participants if you wish tokas questions, please press *1 on your
telephone keypad and wait for your name to be amcexl

The first question comes from Mr. Manish from AmturYou may go ahead.
Mr. Manish:

Yes sir, good morning. Good set of numbers. &ityally | wanted some clarity on the
loan funds, currently it is at 2174 crores, sol siranted to know how much of it is the
foreign debt?

Mr. Jayesh Shah:

17% is foreign currency.

Mr. Manish:

One-seven?

Mr. Jayesh Shah:

Yes.

Mr. Manish:

Okay, and sir what are the interest rates you haiged these loans?

Mr. Jayesh Shah:

You mean the foreign currency loan?

Mr. Manish:

Yes sir.

Mr. Jayesh Shah:

Foreign currency loan is at average of 4.5%.

Mr. Manish:

And sir what is your current hedging strategy agait?

Mr. Jayesh Shah:
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Currently we are honoring on a dynamic basis weticoa to hedge about anything
between 30 — 50% of our 12 months sale, dependoogp whe view that our treasury
would take, that is what they would do.

Mr. Manish:

Sir, no hedging on the loan part sir?

Mr. Jayesh Shah:

We take the loans on | mean we hedge the net esgaasuloans gets accounted for.

Mr. Manish:

Okay sir, that was the question from my side. Il win the queue.

Mr. Jayesh Shah:

Thank you.

Operator:

Thank you sir. Next question comes from Ms. Prerviau may go ahead please.

Ms. Prerna:

Good morning sir and congratulations on good setunhbers. Sir, first question would
be on the volumes, you have seen a marginal growtlolumes this quarter and price
realizations have dropped also marginally, but et likely to behave going forward
for you as well as for the industry as a wholehldfot denim and shirting segment?

Mr. Jayesh Shah:

Prerna, like for example we had our denim volumeabbut 23 odd million, we are
looking at higher about 5-10% increase in the va@wompared to Q3 for Q4 as far as
denim is concerned. However, it will not be as mas Q4 of last year, because it was an
exceptional quarter. As far as shirting volumes @ncerned, we think that because of
our capacity enhancement has now been completediotume is likely to grow, it was

about 16.5 million, it should be at least about08&1higher for Q4.

As far as prices are concerned, they would dreypuldn’t want to give a number, but |
think they will drop by at least 5 — 10 rupees.
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Ms. Prerna:

Okay, for both the segments?

Mr. Jayesh Shah:

That is right.

Ms. Prerna:

But how is the demand scenario right now?
Mr. Jayesh Shah:

As far as exports are concerned, the demand is. gé¢el continue to witness higher off
take from our customers globally. As far as domeasarket is concerned, the brands in
India the growth rates of these companies has slayesvn ever since December, and
there is a sluggishness, so the growth that we wgsecting of about 25 to 30% is lower
than that right now. On the whole our volumesliéedy to be higher.

Ms. Prerna:

Okay, sir we attended the conference calls of vari@tail companies and they said that
the demand is there for the domestic business tbhaitgaven price point. If the price is
called and the demand must be faster. So, whgbddahink like can it reach 2009 levels
or it has to be higher than FY11 levels, because very difficult to call for us to take
one pricing and demand looking at the volatile scienin the consumer behavior.

Mr. Jayesh Shah:

You know the situation was at some time last ydas time when the budget got
announced, the excise duty came in, and subseguttigile was a significant cotton
increase, so all the brands and retail they wereetbto increase retail prices of their
product. Now, when that started actually hittingrket some time in July-August the
demand for the product started to kind of becomse than what we would have liked it
to be. Now with the cotton prices having come dogweryone have started dropping the
prices and we have also dropped the prices. Nasvatseparate matter that some of our
inventory would still be of the old prices as aule®ur margins would drop, but that
would be for say 3 or 4 months, but as we haveestairopping the prices we are seeing
the traction back in the market, so to say thattidrethe demand at a particular price
point whether it would go back to what it shoulddyel what should be the pricing, that
is a very-very difficult call, as you very rightbaid it is very difficult and we are also in a
sense experimenting at different price points ® what kind of consumer demand that
we could generate, but one thing is certain as rgedesopping prices consumers are

-® -




Arvind Limited

buying more. But where it is going to be now bessayou know the end of season is just
getting over, and the fresh goods are going tordram next week, so we will know only
after that as to at new price points how is theashrgoing to behave.

Ms. Prerna:

Okay. Sir, what is your expanded capacities in dewim and shirting segment?

Mr. Jayesh Shah:

Our capacity in denim continues to be about 108aniimeters, and our shirting capacity
would be now 84 million meters.

Ms. Prerna:
Okay, any plans for further capex in any of thensegts now?
Mr. Jayesh Shah:

As of now for the next year we have the room fotaisitilize the capacity fully, so we
wouldn’t add anything for selling in the next year.

Ms. Prerna:

Okay, and Bangladesh capacity addition that yoleveseing has been halted or it is as
earlier or there is fresh improvement in that?

Mr. Jayesh Shah:
We are not looking at producing in Bangladesh iarrieture.
Ms. Prerna:

Okay, and sir why has your interest cost be sodrighmean this is something which is
beyond expectation, so just wanted a clarity ot tha

Mr. Jayesh Shah:

Total interest if you were to compare taking owd tbreign exchange cost, the losses on
both sides, there was a gain in the comparableeuand there was a loss here. If you
were to then remove everything and compare ourastecost is about 15 or 17 crores
higher compared to the Q3 of last year, and theareavhy that is higher is that because
whole of this period our working capital needs haignificantly shot up because of
higher inventory costs on account of higher cotoces. Now that it has come down,
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first of all the inventories have come down, sedpnithe prices have come down, thirdly,

we have got our debt reduction in place becausprejaid some of the term loans, at the
end of course interest rate has gone up in the |aesstone year whole of last year total
interest rates that we witnessed 3% increase irborrowing cost, now that has started
coming down, a, because primarily not because asterates have started falling but
because our ratings have improved, possibly youwktioat we get three notches

improvement in last 6-8 months, so our interest has now started coming down, in fact
| think it has already come down by about on array® 1% in last one month.

Ms. Prerna:

Sir, what is your average cost of interest now?

Mr. Jayesh Shah:

11%.

Ms. Prerna:

And these are floating?

Mr. Jayesh Shah:

Yes.

Ms. Prerna:

Okay, so as soon as the interest rates cut stapehéng, you might see the benefit of it
going forward.

Mr. Jayesh Shah:
Yes.
Ms. Prerna:

Okay sir, | will come back in case of any follow wuestion, thanks a lot and
congratulations on good set of results.

Mr. Jayesh Shah:
Thank you.

Operator:
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Is the question answered sir?

Mr. Jayesh Shah:

Yes | have.

Operator:

Next question comes from Mr. Riken Gopani fromnidi You may go ahead.

Mr. Riken Gopani:

Hello.

Mr. Jayesh Shah:

Yes.

Mr. Riken Gopani:

Hi, sir. Congratulations for a good result. 8nstly, | wanted to understand within your
costing for cotton that you have given this quartieere seems to be a sequential though
marginal but increase in the cotton cost, can yelp lus understand as to why would
have increased if cotton prices have come down?

Mr. Jayesh Shah:

This is an old inventory that we used. So, thahgletely gone of course from, we used
up in October, November, December, the old inventtiat we had bought in the
previous season, so that is the cost. Whatewbeiactual cost we spent on that. So, you
will see a significant drop in Q4.

Mr. Riken Gopani:

Alright sir, the average cotton cost should comemdbecause realizations have already
come down, but cotton cost seems to have increaseithat needs to get reversed in the
next quarter is it?

Mr. Jayesh Shah:

Yes.

Mr. Riken Gopani:




Arvind Limited

Okay, and secondly sir if you could help understeunéit could have been our average
realization in | mean dollar conversation what veblidve been for Q3?

Mr. Jayesh Shah:
Q3 dollar would be around an average at about 48.
Mr. Riken Gopani:

Okay. Because there seems to be a good grossmigmgiovement this quarter, so is it
purely because of dollar-rupee or is there anytkisg to it, if you could explain?

Mr. Jayesh Shah:

The gross margin improvement is on account of @hbigher dollar realization helps, but
apart from that our shirting business is with ahleigmargin. Now as and when we see
increase in volumes there you will see the margm®ovement taking place, so that is
the reason why you will see the gross margin imgnoent because our volumes there are
now rising. The other is of course our brand aetir business this is the quarter,
because this quarter is the Diwali season quartdrtlat is where our growth on this
business at the highest and since we sell significalumes and the values beyond break
even margin significantly shoots up, you will skattthe margins there as compared to
last year there is an improvement of about 1%.

Mr. Riken Gopani:

But still | mean that being a small portion and ymow when cotton cost has gone up
more than what your denim realization has come doyyractually is this kind of a gross
margin sustainable or what do you envisage thi®dpbecause other than your raw
material cost there seems to be a sharp escatatiatl your other cost items, so that has
helped you this quarter, but wanted to understahdrev exactly these margins at the
gross level sustainable?

Mr. Jayesh Shah:

| think the margin for textile business anythindvieen 16.5 to 17.5 is a good number to
take for our business. This quarter was about 18%17.5 — 16.5 in that range is a good
number to take.

Mr. Riken Gopani:

Okay. On the brands business, specifically for ALBwanted to understand what is
contributing to this kind of a strong growth, | mea a quarter where all the other
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retailers would have seen softness you seem to tlame quite well, so if you could

highlight key brands or key drivers for this growdind also it seems that the retail
expansion in terms of square foot there you hawie@duite a lot, | think that is even
more than what you had earlier guided, so anytimnigrms of strategy over there?

Mr. Jayesh Shah:

Nothing, | think our key brands in our portfoliceaArrow, US Polo, and Flying Machine,

across the board there has been a growth of agytletween 25 and 40%, the highest
growth of course is in US Polo where the growth wéd%. | think the brands we have
got the traction and | think the product rangeaistéstic, their distribution is good, the
brand image is good, and that is where | think veailel continue to do well, and there

our pricing also seems to be working in our favoterms of consumers liking of our

price points at which we are offering these prosluds far as retail distribution set up is
concerned, we haven't really done significantlyfetént, in fact we have slowed down in
fact if you ask me on retall....

Mr. Riken Gopani:

Not on retail, on brands, that is why | specifigakked for ALBL, | mean there you have
added some 35,000 — 36,000 sq.ft. this quarteretisso there seems to be | mean ......

Mr. Jayesh Shah:

Actually if you ask me personally also | mean thasiness so far has been ahead of our
own internal targets, as far as brands are condear& particularly our brand US Polo
where the growth rates are where we had internatlyeted about 35% growth, we are
currently doing over 40-45% growth, so that reqaiue to also increase the foot print as
we have grown. The reverse is true in retail. f@tail has been not doing as well as we
had thought, the reason is the price point, argbatone asked me, Prerna asked me just
some time back as to about because it is a vatadimg price increases beyond a point
has halt the growth, so we have brought down tleegrwe are going to take a hit on the
margin in Q4 and bring back the growth to levels the wanted it to be, so that is where
we are.

Mr. Riken Gopani:
Okay. Is there any number as to what portion bfha&lse brands which we report under
ALBL, the sale comes through these Megamart formatfhere an increasing proportion

of sales happening through those formats?

Mr. Jayesh Shah:
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It cannot, because it is a value retailing. Allr darands are not classified in value
retailing, so it wont really sell much, | think tisale it will be less than 5 or 7 or 10% at
max that would get sold from Megamart. Whatevefoisnd surplus that are left, not
beyond that.

Mr. Riken Gopani:

Okay, alright. Sir other question was mainly yowow on the balance sheet part, from
whatever improvement we have seen this quarter sggaential basis, some loan funds
have come down by about 355 crores, now what podfdhis is reduction in term loans
versus working capital?

Mr. Jayesh Shah:

It is about 230 crores is reduction in term loans.

Mr. Riken Gopani:

Okay, and this would be from whatever money we ivecefrom the sale is what we
would have used to repay this term loan?

Mr. Jayesh Shah:

That is correct.

Mr. Riken Gopani:

Okay, because you know if | adjust on a sequehtals between Q2 and Q3 the interest
cost for the forex amount, there still seems toaheincrease in the interest cost on a
sequential basis | am saying. So, is it that weehrapaid the money towards the end and
therefore the entire impacts will be visible in Q4...

Mr. Jayesh Shah:

That is absolutely correct, because the funds one time ..., we repaid some time in

November mid, and also you know the interest rasese actually gone up in terms of

percentages in the month of October, now it hasecdawn again in December after the

rating improvement, but in October we actually sawate increase.

Mr. Riken Gopani:

But sir directionally will Q4 look at least say lewinterest cost for you, because of....

Mr. Jayesh Shah:
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It should.

Mr. Riken Gopani:

Okay, and capex also should not be much, is whatye trying to say right?
Mr. Jayesh Shah:

That is correct, | think our expansion programdar shirting or the woven fabric is over,
so we don't have currently any projects underwdneothan normal capex.

Mr. Riken Gopani:

Okay, sir just last one thing, | was a bit surptibg the kind of gas cost increase that you
saw this quarter. Anything that you would likehighlight what is happening?

Mr. Jayesh Shah:

The gas cost increase is directly proportionah® dollar rupee rate, because you know
there the currency it is denominated in dollarsjfgbe dollar rate for that quarter was
very high as you know, so that is the reason.

Mr. Riken Gopani:

Okay, so that would again look lower in the nexarger.

Mr. Jayesh Shah:

It should.

Mr. Riken Gopani:

Alright, that is it right now. Thanks sir.

Mr. Jayesh Shah:

Thank you.

Operator:

Thank you sir. Next question comes from Mr. Nité3bdani from Span Capital. You
may go ahead.
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Mr. K. C. Suri:

Good morning, this is K. C. Suri here. Just a te@b questions. Could you throw some
more light on your real estate portfolio in termidhow much land we have, how much is
sold and what you are developing?

Mr. Jayesh Shah:

Yeah, actually it is part of our presentation ie ffast you would see it in our web site in
general, but | don’t have right now all the detailish me; however, in general we have
about 400 acres of land that we are trying to seli about 150 acres of land is right now
under development in partnership with some of tramanies including two partnerships
with one with TATA group and one with Safal group.

Mr. K. C. Suri:

Okay, and your press release mentions about fogusim advanced materials and
technical textile segment as a new growth engioeldcyou help us with some more light
on that.

Mr. Jayesh Shah:

Yes, you know these are technical fabrics we hawestments in a small way and
experimenting on some of the industrial fabricsne®f the functional fabrics, which go
for things like fire retardant fabrics or bulletopf fabrics, those are the technical fabrics.
We are also looking at we have signed a joint ventand which was announced | think
two months back, for making fabric out of glas=filwhich is primarily used for making
wind blades, which the wind mill blades are beingde out of glass fabrics, so we have
tied up with one German company and where we havan8l they have 49, and we are
going to commence production in a small way sometimApril. So in nutshell we are
looking at several industrial and technical anditabwhich are the woven category, we
are also studying currently a project of non-wovalbrics, which are used for making
tissues and other things, which is currently undgrim terms of study. We are looking
at this as a next one extra area of growth for us.

Mr. K. C. Suri:

I mean by when do you see these segments contrijpatsignificant sum in terms of how
long do you think so that will be?

Mr. Jayesh Shah:

Our plan is that this business should become ahdbtee years time about 500 crores.
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Mr. K. C. Suri:

Okay, right. Thanks a lot.
Mr. Jayesh Shah:

Thank you.

Operator:

Thank you sir. Next question comes from Ms Grist8hah from Envision. You may go
ahead.

Ms. Grishma Shah:

Good morning sir.

Mr. Jayesh Shah:

Good morning Grishma.

Ms. Grishma Shah:

Sir, you have mentioned a forex loss.
Mr. Jayesh Shah:

Sorry.

Ms. Grishma Shah:

The forex loss during the quarter that you mention@re there any likelihood of some
parts getting reversed in Q4?

Mr. Jayesh Shah:
Small portion may get reversed if the rupee remainare it is right now.
Ms. Grishma Shah:

And post the price correction that you would haateet during this Q4, have you seen
the domestic volume growth pick up in the denirmsexgt?

Mr. Jayesh Shah:
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Denim segment in the domestic segment — No.

Ms. Grishma Shah:

So compared to Q3, is it flat?

Mr. Jayesh Shah:

Compared to Q3 it will be always higher, becausetypically you know Q2 for the
denim is high, Q4 for denim is high. Q3 is the :inmption quarter, in a sense that
actually retailers sell rather than produce. Syttio not buy so much of fabrics in Q3.
They actually buy in Q2 for Diwali in Q3 and theynybnow in Q4 for the spring,
summer, the new collection that would come. Séaass demand in India is concerned
across the board it is sluggish.

Ms. Grishma Shah:

So, what is the sense that you get for thedlf of this year. High single digit in terms of
growth?

Mr. Jayesh Shah:

In coming year, you mean?

Ms. Grishma Shah:

Yeah, for FY13.

Mr. Jayesh Shah:

For Arvind?

Ms. Grishma Shah:

Yeabh, for Arvind, for denim.

Mr. Jayesh Shah:

| think for us, we are gunning for and we have capacity or head room for another 10%
growth in denim volumes. That would take us taladtilized. And we would gun for 8

to 10% growth next year.

Ms. Grishma Shah:
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Okay. And what would be your maintenance capesergthat we do ....

Mr. Jayesh Shah:

In the next year, we are still not ready for owscdissions on next year, our budgets are
not ready, but it will be as a company as a whiodtuiding for growth, including some of
the brands and retail business, it may be a caaf€0 crores.

Ms. Grishma Shah:

Okay. May be we will clarity in Q4 results.

Mr. Jayesh Shah:

That is correct. Absolutely.

Ms. Grishma Shah:

Thank you and good luck.

Mr. Jayesh Shah:

Thank you.

Operator:

Thank you sir. Next question comes from Mr Rajesm HDFC. You may go ahead.
Mr. Rajesh:

Yeah, good morning.

Mr. Jayesh Shah:

Good morning, Rajesh.

Mr. Rajesh:

This other operating income is negative this tirdast wanted to understand what it is?

Mr. Jayesh Shah:
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That actually should be ignored, and | will telluyahy, because typically when we do
hedging, we sell in forward market the dollars tmifge our exposure in for that given
period. Now typically all those hedges we cangehayiven date, because they are they
are done in a lump sum amount, one million dothag million dollar, and actual exports
happen at the market rates on a given prevailitgy r&o the exports got booked at a
higher rate in the sales and the losses on foreigphange cancellation in this quarter
because of the rupee moved, got booked as othe¥dosSo sum total of that is what we
realized in dollar terms.

Mr. Rajesh:

Okay. So these are hedging losses basically.

Mr. Jayesh Shah:

Yeah, these are hedging losses, but compensatéiybgr dollar realization which got
booked in sales.

Mr. Rajesh:

Okay. So what is the net realization of the ddibaryou?

Mr. Jayesh Shah:

48.

Mr. Rajesh:

48 is the net. Okay. And what it would have bkesh year same quarter?
Mr. Jayesh Shah:

47 something.

Mr. Rajesh:

Okay. It has not really moved up so much. Andtihzhe 9 months volume growth for
you in the textile business?

Mr. Jayesh Shah:
Nine months would be about 7 or 8%.

Mr. Rajesh:
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The rest of it would be price growth.

Mr. Jayesh Shah:

In textiles, yes. Brand and retail business wddde grown by about 15%.
Mr. Rajesh:

15% in volume terms.

Mr. Jayesh Shah:

Yeah.

Mr. Rajesh:

Okay. And what would be the capex now, current y@al next year, if | missed the
figure?

Mr. Jayesh Shah:

This year total capex we would end up with abol@ 8res, which included about 200
crores investment in our capacity expansion intisigirousiness. Next year, we do not
have the numbers as yet, but may be couple of dfieés

Mr. Rajesh:

And tax rate for the current year as well as nexry

Mr. Jayesh Shah:

This year, we do not have taxes. Next year, itccbe about on book profit, if | were to
simplify and tell you, about 5 to 7%.

Mr. Rajesh:

And next year where do we see the volume growthirgrimtom other than shirting, and
what it will be like?

Mr. Jayesh Shah:

We expect about 10% to 12% growth in volumes bottieinim and shirting put together.

-19 -




Arvind Limited

Mr. Rajesh:

That is the textile business.
Mr. Jayesh Shah:

That is right.

Mr. Rajesh:

Okay. Thank you so much.
Mr. Jayesh Shah:

Yes.

Operator:

Thank you sir. Next question comes from Mr Nikdpadhey from Eugirus. You may
go ahead.

Mr. Moulick:

Sir, I am Moulick sir.
Mr. Jayesh Shah:
Hi, Moulick

Mr. Moulick:

Sir | have couple of questions. Can you say whgbur average hedge rate right now on
the forward, at what rate you have hedged?

Mr. Jayesh Shah:
Around 49+
Mr. Moulick:

Okay, that is one. And sir in last quarter we warpposed to launch our Tata JV, if you
can highlight that.....

Mr. Jayesh Shah:
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We are expecting it to be done end of the month.

Mr. Moulick:

End of this month?

Mr. Jayesh Shah:

Yeah.

Mr. Moulick:

Okay. Sir, you mentioned about in your earliersiiom that we looking at around 10%
of volume growth in textile next year. | understahat because this woven capacity or
shirting capacity expanded in the second half hsd probably will take a full year and
next year.

Mr. Jayesh Shah:

That is correct.

Mr. Moulick:

So large part of that, but are you seeing like amgrovement in volume in denim?
Because denim we are running almost at around If@P4city utilization.

Mr. Jayesh Shah:

Actually we are not. We are at about 91 or 92%.
Mr. Moulick:

Okay, so we can go till 100% capacity utilization.
Mr. Jayesh Shah:

That is correct.

Mr. Moulick:

And sir on this gas cost, | think, it is on one iyeantract with GAIL and every year we
revise the prices?
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Mr. Jayesh Shah:

No, prices get revised every month.

Mr. Moulick:

That | understand. So it is linked with dollar.

Mr. Jayesh Shah:

Apart from that there is a RLNG prices which getldeed every month.
Mr. Moulick:

Okay, | understand that sir. So every month yoll sde little bit increase in dollar
pricing.

Mr. Jayesh Shah:

Yes, that is correct.

Mr. Moulick:

That | understand sir. | think that is all sirhahk you.
Mr. Jayesh Shah:

Thank you.

Operator:

Thank you sir. Next question comes from Vineet bare. You may go ahead.
Mr. Vineet Tambare:

Good morning sir. This is Vineet from DSP BlackcRo
Mr. Jayesh Shah:

Hi, Vineet.

Mr. Vineet Tambare:
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Sir, just a clarification on what you mentioned abthe margins. Sir you said that you
are taking some price drops now and since you haye cost inventory, there will be
some impact on the margins. So my question igissapplicable to the denim business
or it is also applicable to the shirting business?

Mr. Jayesh Shah:

The inventories gets valued on a weighted averagelmsis. So it would apply across
the board.

Mr. Vineet Tambare:

So this will have an impact even on the brandedhgat segment?

Mr. Jayesh Shah:

Actually it would be not too much in textiles, btutwould be higher in retail business,
because in retail the inventories are in the wars@pinventories which we have ordered
and goods are yet to come, and inventories whieh iarthe store. All of those
inventories when you take up price correction, lds year we took up a price correction
which helped us significantly on margin improvementQ4 of last year. The reverse
will happen in at least in one quarter which is @ of this year, coming year, | mean
this quarter.

Mr. Vineet Tambare:

Yeah, so we will see impact on the EBIT margins@er in the branded garments more
than the textiles segment. Is that correct?

Mr. Jayesh Shah:
That is correct.
Mr. Vineet Tambare:

Okay. And is this process already on as in haue aleeady seen some impact if{ 3
quarter?

Mr. Jayesh Shah:
We have planned that. We have done that.

Mr. Vineet Tambare:
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But if I look at 3 quarter EBIT margin as is...

Mr. Jayesh Shah:

3 quarter you mean, | am sorry. It 8 duarter. | am sorry.

Mr. Vineet Tambare:

Large part of it will come in"3 quarter.

Mr. Jayesh Shah:

Absolutely yes in % quarter. Not in 8 quarter. There was no change in Q3.
Mr. Vineet Tambare:

Okay. And textile business margins which is abt8i5%, EBIT margin | am talking

Mr. Jayesh Shah:

18%

Mr. Vineet Tambare:

18.4%, so what is the thought there that will alsmain similar levels or will that also...
Mr. Jayesh Shah:

Q4, | would think that it may drop marginally, mbg by less than a percentage point.
Mr. Vineet Tambare:

Okay. And you feel that Q4 lot of this inventorjinsh we hold....

Mr. Jayesh Shah:

Practically all of that.

Mr. Vineet Tambare:

That will be cleared.

Mr. Jayesh Shah:
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Yeah, because 3 months is the lot of inventory.

Mr. Vineet Tambare:

First quarter onwards probably we will start afrasid then we can look at.....

Mr. Jayesh Shah:

Absolutely.

Mr. Vineet Tambare:

But then that will also depend upon how the cotidoes are moving. So what is the.....
Mr. Jayesh Shah:

We know now for what is going to happen to cotton@®1. We have hedged some of the
positions already.

Mr. Vineet Tambare:

Okay. That is it from my side. Thank you.
Mr. Jayesh Shah:

Thanks Vineet.

Operator:

Thank you sir. Next question comes from Mr. JignEsamani from Nirmal. You may
go ahead.

Mr. Jignesh Kamani:

Congratulations for good set of numbers sir.
Mr. Jayesh Shah:

Thank you.

Mr. Jignesh Kamani:
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Sir, | just wanted to know about how is the workicapital cycle particularly in brand
and the retail business and the way we are plaroigg aggressively, how the working
capital with business will step up?

Mr. Jayesh Shah:

You mean working capital cycle?

Mr. Jignesh Kamani:

Yeah, in brand both in a absolute term and cyolérand and our retail venture.
Mr. Jayesh Shah:

As far as brand and retail business is concernedar& on a model where we buy ready
goods. Since last six months we have stopped fufgbrics and buying trims and
getting job work done. We nominate vendor from mehgome of our garment suppliers
buy fabric trims etc., but we buy entirely readyckege through our design, and we
generally have about inventory in warehouse andtanes of about 5 months, and we
typically get about two and a half to three morghsredit.

Mr. Jignesh Kamani:
So net-net around two and half months to three hsont
Mr. Jayesh Shah:

About two and two and half to three months, two hall would be more appropriate not
three.

Mr. Jignesh Kamani:
Okay. It will be higher than our textile business?
Mr. Jayesh Shah:

Textile business typically changes based on th&tsitn on cotton. So in some years
where like last year when cotton was running awayerms of prices, the inventory
levels went up and practically till the end of Novser we had that inventory levels.
However, on a long-term basis say if | take twaloee years stand, prices, our textile
business net inventory would be about one and rhaliths and our debtors would be
about one and half months.

Mr. Jignesh Kamani:
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Okay. So my question is right now where the in@etal volume and revenue will come
from the brand and retail, so we will see that @ensolidated working capital
requirement may go up over a period of time, ebeugh.....

Mr. Jayesh Shah:

In terms of, you mean the inventory levels in absoterms?

Mr. Jignesh Kamani:

Inventory cycle | am talking about.

Mr. Jayesh Shah:

No, it is actually you know there are lot of thinghkich are being done. This is like for
example one of the key change which we made whiah buying ready goods, which
was not the case last year. Now we are lookingepienishment model where we are
looking at buying every 15 days instead of buyimgein two months. So there are lot
of changes which are being planned at our brandgetail business to kind of improve
the inventory turns.

Mr. Jignesh Kamani:

So currently from two and half months what levetah go down say two years down the
line in brand and retail business.

Mr. Jayesh Shah:

We are hoping to bring it down to at a net workaagital level at 1.5 months. At a gross
level, it will be 4 months.

Mr. Jignesh Kamani:

Okay. Sir currently what kind of capex you arenpliag in the retail business since it is
not moving in line which we are expected.

Mr. Jayesh Shah:
Brand and retail business typically is taking al@ito 80 crores annually.

Mr. Jignesh Kamani:
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Okay. Then sir currently out of Megamart storehadd, how much are making loss and
profitability.

Mr. Jayesh Shah:
| did not get you, sorry.
Mr. Jignesh Kamani:

Out of Megamart stores we hold, how much are makiag since they are opened in one
to one half years only.

Mr. Jayesh Shah:

How many of them are making losses?

Mr. Jignesh Kamani:

Yeah.

Mr. Jayesh Shah:

At the store level EBIDTA not more than 10% of gteres would be negative.
Mr. Jignesh Kamani:

Okay sir, 90% have run into positive right now.
Mr. Jayesh Shah:

Yes.

Mr. Jignesh Kamani:

Okay. Thanks a lot sir.

Mr. Jayesh Shah:

Yeah.

Operator:

Thank you sir. Next question comes from Mr RahbbBgria from Lucky Securities.
You may go ahead.
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Mr. Rahul Bhangria:

Thank you for taking my question sir. | am soffrthis has been answered, but out of the
forex losses that you have declared, how much isfactually already realized and how
much is still on the books in terms of marked takatior something.

Mr. Jayesh Shah:

As at the end of, | think, about 40% would be mdrtemarket.

Mr. Rahul Bhangria:

And the remaining is realized already.

Mr. Jayesh Shah:

That is correct.

Mr. Rahul Bhangria:

And sir you also mentioned that your denim voluiy@s are not exactly seeing uptake, is
it.....

Mr. Jayesh Shah:

In India.

Mr. Rahul Bhangria:

Yeah, in India. So is it reflecting....

Mr. Jayesh Shah:

Now it is increasing, yeabh.

Mr. Rahul Bhangria:

And you also mentioned, you also explained theecytlthe way it works, in the sense
that you sell more in December quarter so yourasust would buy more in the
September quarter. Is it also, this quarter’s sttmwn in up take is also a reflection of

what the customers are expecting on the retail feidéhe next six months probably? Is
that the way to look at it?
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Mr. Jayesh Shah:

No, the way to look at it would be that in gendtare has been typically for most, |
mean, we are an exception honestly as far as @mdbrbusiness is concerned, but for
most brands and most retailers have not done w&)3. So obviously they are holding
more inventory. They would take an inventory cotimn. So that is the reason why the
Q4 in India is looking sluggish. But, | mean wvere to say compared to Q3 will we sell
more in India in Q4, the answer is yes. But whetheould be significantly more and
would it be as much as what we did in last year,ahswer is no.

Mr. Rahul Bhangria:

Okay, and sir finally on the export side with dlist Yuan appreciation and talk about
Chinese cost effectiveness and all, do you actsaéysomething on the ground? Do you
see you getting market share against Chinese?

Mr. Jayesh Shah:
Absolutely.
Mr. Rahul Bhangria:

So, how do you think your exports are going to pahover the next two, three, four
years? How do you look at them in that scenario?

Mr. Jayesh Shah:

Well, we do not really look at exports and Indiaisidepending upon where we see the
market growth coming and our firm view is that kdimarket will see an exponential
growth. It is just a slow down for some short pdriof time, and we would want to
continue focusing on Indian market because in Iadliahe international brands that we
are currently catering to, all of them have startedhing into India, and all of them
because we have been selling to them globally #llelyave wanting to buy from us in
India. So we would like to in fact take that mar&ad not let that go and eventually try
and capture more market share in the more domestised. It is again an aberration of
some sort where rupee has been so weak right hevireénd again over a period of next
two or three years one would say that rupee woplarexiate. Having said that, we
would like to focus on Indian market rather thaoking at export market. But right now
export markets are doing brilliantly.

Mr. Rahul Bhangria:

Okay. Thank you for those answers. Thank you gom
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Operator:

Thank you sir. Next question comes from Mr Rikeop@&ni form Infinia. You may go
ahead.

Mr. Riken Gopani:

Hello.

Mr. Jayesh Shah:

Hi.

Mr. Riken Gopani:

Thanks for the opportunity again. Sir one thingdnted to understand what would be
the impact on the consolidated numbers, becausewfVF Corp numbers not being
present, if you could give the EBIDTA and the sddée®Il?

Mr. Jayesh Shah:

You have our quarterly review notes with you?

Mr. Riken Gopani:

Yes sir, | have it.

Mr. Jayesh Shah:

Please turn to page 4. We have given for the @3eoable numbers excluding VF.

Mr. Riken Gopani:

Okay comparable excluding VF you have given sir.

Mr. Jayesh Shah:

| think that is the way you should look.

Mr. Riken Gopani:

Alright. Sir secondly directionally from hereon the end of next quarter and may be by

second quarter of next year, do you see furthexatezh in your term loans, what is the
outlook over there?
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Mr. Jayesh Shah:

| do not want to say term loans, but | would s&agltdebt. So we are looking at reducing
debt for sure, in fact by March also.

Mr. Riken Gopani:

Okay. This is mainly because even cotton priceslavave now come down and so
your requirements for working capital would comevd@

Mr. Jayesh Shah:

That has already happened actually by December,obet and above that we also
currently our investment program is over. So obsip our cash flows would go
towards, | told you we have surplus cash, we haenlinvesting in capex till December.

Mr. Riken Gopani:

Okay. 1 just missed on this number. This mergethts company which you have
Arvind Products Limited, what kind of dilution dogsnake?

Mr. Jayesh Shah:

Again if you go to slide #3 of our review notehas given a number, 3.41 crores capital,
S0 1.41% of dilution.

Mr. Riken Gopani:

1.41% of dilution. Okay. And in terms of minorityterest, there is actually nothing, |
mean is there any incremental profit that comeaaount of this merger or nothing?

Mr. Jayesh Shah:

Not much, it was a small company, but critical doir operations.
Mr. Riken Gopani:

Okay. There is no debt from those books? Or iethay?

Mr. Jayesh Shah:

It has already been consolidated..
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Mr. Riken Gopani:

Yeah, already been consolidated, alright. Yeahithia Thanks.
Operator:

Excuse me sir, question answered?

Mr. Riken Gopani:

Yeah.

Operator:

Okay. Next question comes from Mr Yudhvir from Ar€inance. You may go ahead.
Mr. Yudhvir:

Good morning sir.

Mr. Jayesh Shah:

Good morning.

Mr. Yudhvir:

First | would like to congratulate you for good séhumbers.
Mr. Jayesh Shah:

Thank you.

Mr. Yudhvir:

Sir, Actually | would you like to please throw sotight on your raw material prices like
cotton or cotton yarn Q on Q?

Mr. Jayesh Shah:
What kind of, throw light means, | did not get you.
Mr. Yudhvir:

Like some idea about that, what was the cost dbnotarn.
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Mr. Jayesh Shah:
I will not be able to give you because we buy s@®@ varieties of yarn.
Mr. Yudhvir:

Okay. Sir just 10 to 15 minutes ago you were tejkabout technical textiles. Arvind
Limited just wanted to commence them by April. Anght sir?

Mr. Jayesh Shah:

?

Mr. Yudhvir:

Sir, Arvind Limited is just going to commence aifiig in technical textile.
Mr. Jayesh Shah:

That is correct.

Mr. Yudhvir:

Sir what sort of applications of this fabrics usedndustries, like this will be used in the
auto fabric industry or?

Mr. Jayesh Shah:

See we make different kinds of fabrics, all of thara very small right now because we
are just beginning. But fabrics which are usedniaking say fire retardant fabrics, then
there are some fabrics which are used for deferfdehwis for making bullet proof
fabrics, then we make industrial fabrics for makounveyor belts that is conveyor belt
fabric, then they are used in making filters, theering fabrics, and we are looking at
making glass fabrics, but right now we are not mgkt.

Mr. Yudhvir:
Okay. Sir with which company Arvind Limited tieg?
Mr. Jayesh Shah:

There is a company called PD Glass Industry of Gegnwhere we have formed a joint
venture.
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Mr. Yudhvir:

Okay. Thank you sir, that is all from my side.
Mr. Jayesh Shah:

Thank you.

Operator:

Thank you sir. Next question comes from Ms. Predhanjhunwala from HSBC
Investments. You may go ahead.

Ms. Prerna Jhunjhunwala:

Thank you for giving me an opportunity again. Tehare two more clarifications | would
like to know. One is on the other income portiohickh has more than doubled this
guarter as compared to the previous quarter.

Mr. Jayesh Shah:

Correct.

Ms. Prerna Jhunjhunwala:

And as part of this question only, on the extrawady item of 197 crores, there is some
missing figure of 6 crores, would it be land satetion which is included here or what
would that be. That is the first question.

Mr. Jayesh Shah:

Where did you see 197 crores, | did not get?

Ms. Prerna Jhunjhunwala:

Extraordinary item of sale of JV.

Mr. Jayesh Shah:

Yeah, it is 191 cores on consolidated basis.

Ms. Prerna Jhunjhunwala:
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Okay191 crores on consolidated basis, wherein yaue leported earlier in November
that was 257 crores the deal that you have feteppdoximately. So if | just remove 53
crores of tax from this.....

Mr. Jayesh Shah:

Okay, | will explain to you. See if you look atettigure of difference between 197 or
whatever number you have and 191, typically it mrenof an accounting issue because
for 7 months of the current financial year we hakiet profit at EBIDTA level and net
level of the VF joint venture in our accounts. Exk and Q2 we had reported the profits,
it was consolidated. Since that company off olat@e sheet now, these profits that we
had booked in the Q1 and Q2 to the extent of Iktlincrores or something, we have
removed it from the profit that we are reporting sale of those shares, because it will
otherwise amount to double accounting.

Ms. Prerna Jhunjhunwala:

Okay. That is one thing, and the other income?

Mr. Jayesh Shah:

Other Income is 29 crores out of this is sale afllavhich we have done. Now this land
sale is part of our some of the contract that weehentered in the past where we are
selling those land parcel as and when they areyreadsales. This is the high number,
you do not expect such high number happening 31 of the next financial year.

Ms. Prerna Jhunjhunwala:

Okay. Sir this contract meaning with Tata or S&sbup or it is something else?

Mr. Jayesh Shah:

These two groups and there is some other landadigzh we have sold but very small, so
they are not any groups, other small pieces of thatl we have contracted to sell. But
mainly this is to these two groups.

Ms. Prerna Jhunjhunwala:

Okay. And sir my second question would be on campa of your standalone and
consolidated numbers, at the net profit level ystandalone and net profit are almost
same at 52 crores, which means may be at the vadts |getail business is not earning in

this quarter as compared to the last year’s quarténe previous quarter Q2. Could you
please throw some light on that front, if | am tighcomparison at all.
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Mr. Jayesh Shah:

If you look at it at a PBT level, the differenceliwliook higher, because what has
happened is that practically the entire profit that brand and retail business made, we
ended up making a provision for tax in the curigumrter. So when you look at the PBT
level and PAT level, last year for example and fl@ar, | mean even at both levels you
will find that there is a 7 crores of tax provisiom standalone company we have not tax,
it is entirely paid by our brands and retail busme So, it so happens that some of the
even because the brand and retail business der Itieéin what we had thought, we ended
up making a provision for tax and we are hopind thare would not be any significant
tax this year. So it is partially also some taability of the past two quarters which has
come in.

Ms. Prerna Jhunjhunwala:

Okay. It is not pertaining to majorly this quarter

Mr. Jayesh Shah:

No, so 7 crores we have made a provision of tdramds business in this quarter.

Ms. Prerna Jhunjhunwala:

Okay. And sir then at the net level what wouldike brand and retail, can we just find
out that through the numbers or it will be diffictdr me to find out.

Mr. Jayesh Shah:

We do not want to specifically give separate nuspbut only then | can say that they
are paying taxes.

Ms. Prerna Jhunjhunwala:

Okay fine. That is it from my side. Thank you
Mr. Jayesh Shah:

Thank you.

Operator:

Thank you sir. At this time, there are no furtheestions from the participants. | would
like to hand floor back to Mr. Jayesh Shah for fireanarks. Over to you, sir.
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Mr. Jayesh Shah:

Thank you very much for all of you for coming over the call, and looking forward to
talking to you soon. Bye, bye.

Operator:

That does conclude the conference for today. Theankfor participating on Reliance
Conference Bridge. You may all disconnect now.
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