Conference Call Transcript

VIP Industries
Q3FY19 Results
February 08, 2019 | 3:30 p.m. IST

Corporate Participants
Mr Dilip Piramal
Chairman And Managing Director
Ms Radhika Piramal
Vice Chairperson & Executive Director
Mr. Sudip Ghose
CEO
Mr Jogendra Sethi
CFO

Conference Call Transcript | VIP Industries Limited
Q3FY19 Results February 08, 2019 | Conference Call

January 21, 2008
Questions and Answers
Moderator: Ladies and gentlemen, good day and welcome to the VIP Industries
Q3 FY2019 earnings conference call, hosted by Edelweiss Securities Limited. As
a reminder all participant lines will be in the listen only mode. There will be an
opportunity for you to ask the questions after the presentation concludes.
Should you need assistance during the conference call please signal an operator
by pressing ‘*’ then ‘0” on your touchtone phone. Please note that this
conference is being recorded. I now hand the conference over to Ms. Shraddha
Sheth from Edelweiss Securities. Thank you and over to you Madam!
Shraddha Sheth: Thanks Aman. On behalf of Edelweiss, let me welcome you
all to the Q3 FY2019 Earnings call of VIP Industries. From the management
today we have Mr. Dilip Piramal – the CMD, Ms. Radhika Piramal – Vice
Chairperson & Executive Director, Mr. Sudip Ghose – CEO and Mr. Jogendra
Sethi, the CFO. So without any further ado, I will hand-over the call to Mr.
Piramal for initial comments post which we will open the floor for Q&A. Thank
you and over to you Sir!
Dilip Piramal: Good afternoon ladies and gentlemen. I thank you all for joining
our quarterly conference call. During the third quarter of FY 2018-19, the
company achieved income from operations worth Rs. 430 Crores against Rs.
338 Crores in the corresponding quarter of the previous year, registering a
growth of about 27%. All our figures are consolidated figures because all our
subsidiaries are 100% subsidiaries. Hence, we share consolidated numbers.
For nine months ended December 31, 2018, the company achieved income from
operations of about Rs.1350 Crores against Rs.1054 Crores in the corresponding
period of the previous year, registering a growth of about 28%. We say “about”
because the decimal points are not given that is quite accurate.
During quarter, e-commerce, modern trade and institutional businesses have
grown very well. General trade channel has also grown well in spite of the high
base. International business has also shown growth during the quarter. Sales
growth is mainly volume growth. In fact, the volume growth is slightly higher
because the sales mix has moved towards smaller items and also towards
slightly lower end products.
Now I would like to talk about brands. Aristocrat, Skybags, VIP and Carlton are
doing very well. Skybags is also the leading brand for backpacks. New backpack
collection under Skybags brand has been very well received by customers.
Festival collections have also been very well received by the customers. The
new collection of Caprese handbags have been launched, which has been very
well received by consumers. Caprese has also grown well with good margins.
Now, I would like to talk about profitability and I will be referring to
consolidated numbers. Our EBITDA was at Rs. 40.6 Crores for Q3FY19 against
Rs. 43.1 Crores in the corresponding quarter of the previous year. Our EBITDA
was at 9.4% as compared to 12.7% in Q3 of last year. Our EBITDA was at Rs.
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191.5 Crores for nine months ended December 31, 2018 against Rs.146 Crores
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in the same period of the previous year, growth of 31%. Our EBITDA for nine
months ended December was at 14.2% as compared to 13.9% during the same
period of last year. The rupee depreciated against USD dollar by about 11.4%
during the third quarter, which has affected gross contribution and profitability
for the quarter.
Our profit after tax for third quarter was at Rs. 23.8 Crores against 26.9 Crores
during the third quarter last year. PAT for nine months ended December 31,
2018 was at Rs.120 Crores up from Rs.91.7 Crores, growth of about 31%. Fixed
overheads are well under control.
I will now give you an update on VIP Bangladesh operations. Income from
operations from VIP Bangladesh for third quarter FY 2019 were at Rs. 38.9
Crores against Rs. 18.4 Crores, a growth of 111%. Income for nine-month for
Bangladesh operations were at Rs. 90 Crores against Rs. 37.1 Crores in the
corresponding period of the previous year, a growth of 143%.
Profit after tax for VIP Bangladesh operations for third quarter was at Rs. 6.1
Crores as compared to Rs. 3.9 Crores during third quarter of last year, a growth
of 56%. Profit after tax of VIP Bangladesh operations for nine months were at
Rs. 12.7 Crores as compared to Rs. 7.2 Crores during the corresponding period
of previous year, a growth of 76%.
With that, I turn over to the questions, which will be answered by Radhika
Piramal and Sudip Ghose. Thank you. Over to you please!
Radhika Piramal: Before we get into Q&A, I would just like to add to overall
comments to explain the results as our EBITDA margins went down. Gross
margins have declined primarily due to rupee depreciation and also increased
import duty. As everybody may recall, in our last call although our H1 results
were very good, we had sounded a note of caution on the gross margins. Our
margins were not declined in Q2 despite depreciation of the rupee because
there is a little lag in inventory as we keep about three months of stocks.
Hence, rupee depreciation impact has been reflected in Q3. We took some small
price increase on some of our ranges but not in all channels. Hence, the
combination of limited price increase as well as higher rupee depreciation has
resulted in lower gross margin.
We will strive to get back some of these margins. The question is whether it will
take one or two quarters. We will be taking price increase. We have seen some
improvement in our buying costs from China because Chinese Yuan has also
depreciated against dollar. We buy in dollars and we have negotiated with
Chinese factories to reduce the price in dollars but that will benefit in Q1. In VIP
Bangladesh, we would see that the sales has doubled but the profits have not
and that is also because we continue to expand and invest our capacity in
Bangladesh and when we are putting up a new plant, operating expenses begin
before the revenue start happening. In longer timeframe, we do expect to see
VIP Bangladesh profitability should go back to higher profits in next 6 to 12
months’ time.
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That is an overall comment on the gross margins and EBITDA. I now turn over
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the questions!
Moderator: Thank you very much. Ladies and gentlemen, we will now begin
the question and answer session. The first question is from the line of Tejas
Shah from Spark Capital. Please go ahead.
Tejas Shah: Thanks for the opportunity. First question pertains to on the
revenue line item, so if you can help us with volume and value breakup for the
quarter?
Sudip Ghose: Value growth was about 27% growth while volume growth was
around 30%.
Tejas Shah: So, essentially you are saying that volume was higher than the
value growth?
Sudip Ghose: Yes. It was. The volume was higher than the value growth.
Tejas Shah: Okay. But we also mentioned that we have taken price hike so
was it not across the product range or it was across the consolidated product
range?
Sudip Ghose: As Radhika mentioned, it was across selective product ranges
and not all and it was for certain channels.
Dilip Piramal: Volume growth was higher because we sold more backpacks,
which are low in value per piece and our sales has grown in Aristocrat brand.
Unit price of Aristocrat is lower than unit price of Skybags, Carlton and VIP
brand products. Hence, weighted average has come down.
Tejas Shah: Now Sir coming to gross margin, you called the impact of dollar
appreciation in the numbers, but at the same time we are seeing that product
mix is also changing in favor of lower price units and brands within the portfolio,
so what percentage or what share of the current pressure you will attribute to
product mix change as well on margins?
Sudip Ghose: Impact on Gross margin would be mainly due to rupee
depreciation.
Tejas Shah: Sir lastly as the peak dollar inventory hit the P&L in this quarter or
it is till the part of it’s yet to come in fourth quarter?
Sudip Ghose: It continues. We still have some inventory of material bought in
third quarter.
Radhika Piramal: USD is around Rs 72 today. Hence, there is no peak to the
rupee.
Tejas Shah: No, in between we had some relief so I was just wondering?
Radhika Piramal: Rupee has been between 70 and 72 per USD over three or
four months.
Tejas Shah: And with our aggregate pricing action for nine months would be
how much?
Radhika Piramal: The changes in brand mix are such that the volume growth
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for the nine months is same as sales growth, so there has not been an increase
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in pricing for units sold and the reason for the change in brand mix is that our
Aristocrat brand is doing very well. Aristocrat is growing at rate higher than
overall sales growth due to heavy competition and opportunities at the entry
level price points. With the beginning of GST, all the companies have rushed
with very good products at aggressive price points to attract unorganized
customers, which is an opportunity for volume growth, but economics at that
price point is difficult. Goals of the management at this point would be to get
back to sustainable margins even at the affordable brands. We want to bring
Aristocrat’s gross margins to an acceptable level. We have to work on the
products and the costing to get better margins and continue our sales growth
and bring margins back.
Tejas Shah: Sure. That is it from now. My all the questions have been
answered. I will come in the queue. Thanks.
Moderator: Thank you. The next question is from the line of Ronak Raichura
from Asian Markets. Please go ahead.
Ronak Raichura: Sir my question is regarding our hedging policy because if
dollar is creating such a big impact on our margins, do we have a conscious
policy to hedge that is one and the second is you just mentioned or Madam just
mentioned that we are trying to improve the realizations on the Aristocrat but it
is supposed to be a highly competitive category so what is the strategy there,
how do we increase the realizations in Aristocrat brand?
Radhika Piramal: We only hedge our near term payables. Our company tries
to keep gross margins at a certain percentage. The last time we had this kind of
results in FY 2011-12, which was again when the rupee depreciated sharply
around 10% or 12% within three months. That was on the hedging side. On the
second question, I will ask Sudip to answer.
Sudip Ghose: There are two things where Radhika very clearly said that there
is an opportunity at the price point and it is going to be very foolish for anybody
to let that opportunity go and the other question as you rightly said how do I
increase the gross contribution? We could negotiate our buying rates with our
vendors in China primarily because RMB was also loose at that point of time. We
have tried to price new launches at decent gross margins and I think that it will
help us to improve the contributions.
Ronak Raichura: No, so the new products are at a higher price point and
therefore the increased margins, or this is the costing, has improved?
Sudip Ghose: Price points are same while COGS is expected to go down.
Ronak Raichura: Okay and what percentage of our total raw materials would
be imported Sir, last one?
Radhika Piramal: 40%.
Sudip Ghose: 40%.
Ronak Raichura: 40%. Okay.
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Radhika Piramal: Because we manufacture hard luggage products in our
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factories in India. We also have some soft luggage vendors in India. We also get
soft luggage from VIP Bangladesh factories which are not included in this.
Ronak Raichura: Okay, So though Bangladesh is imported technically?
Radhika Piramal: Yes, that is why I was clarifying.
Ronak Raichura: Correct, so this 40% is effectively from China is what you are
saying?
Radhika Piramal: Yes.
Ronak Raichura: Okay. Thank you. I will wait in the queue.
Moderator: The next question is from the line of Sadyan Ketwani from
Frontline Capital. Please go ahead.
Sadyan Ketwani: Thank you Sir. Thank you for giving the opportunity and
congratulations for good revenue growth. I just want to know as you said that
this gross margin came down due to be the rupee depreciation as well as import
duty hike to get in September to by 5% and we are not able to raise the price,
so can we expect that whatever this 47% gross margin was going on, we
continued for another two to three quarters?
Radhika Piramal: Certainly not two to three quarter
Sudip Ghose: Two to three quarters for sure.
Radhika Piramal: Definitely one or two.
Sudip Ghose: There would be pressure in current quarter definitely.
Sadyan Ketwani: Current quarters?
Sudip Ghose: Current quarter, which is quarter four.
Sadyan Ketwani: Okay. Another question from just I wanted to know this
purchase in the stock trade 214 Crores does we have only China and
Bangladesh buying?
Jogendra Sethi: It has China, Bangladesh and India sourcing.
Sadyan Ketwani: India sourcing also. One other thing, there is a good hike in
the other expenses as well as price expensive, somewhere around 13 to 14
Crores?
Sudip Ghose: Yes, other expenses includes freight and warehouse rents. As
there is volume growths, we are also expanding in terms of infrastructure,
which we are doing for future growth. Hence, it is slightly higher.
Sadyan Ketwani: So can we expect that such type of growth rate will continue
in coming quarters or it has been done?
Sudip Ghose: No. We do not open warehouses every quarter. As I said, it is
building up of certain infrastructure.
Sadyan Ketwani: Thank you for right now Sir. I will come again into the
queue.
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Moderator: Thank you. The next question is from the line of Ravi Naredi from
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Naredi Investments. Please go ahead. Mr. Naredi, your line is unmated; you
may please go ahead with the questions. It seems there is no response from the
line, will move to the next question that is from the line of Jinesh Joshi from
Prabhudas Lilladher. Please go ahead.
Jinesh Joshi: Thanks for the opportunity. I have a couple of questions. First I
just wanted to understand with changes in the e-com, do we expect the growth
rate in this particular channel slow down a bit?
Sudip Ghose: There is lot of confusion in that particular channel. We have been
in the constant touch with the two big players i.e. Amazon and Flipkart and they
are talking to the government. As of now, they are confident that they would be
able to find a way with the government. As of now, there is no impact on their
offtake with us while there was some impact for a couple of days but they have
sorted it out.
Jinesh Joshi: Secondly on the e-com platform, do we sell products via any
particular vendor wherein we have any kind of equity interest in them or is it
directly through a third party seller?
Sudip Ghose: They are all third party sellers. We do not have any equity in any
of the sellers.
Jinesh Joshi: Secondly I just wanted to get a better understanding of the
competitive intensity in the ladies handbag market, so while Caprese has scaled
about 100 Crores in revenues over five years and we have a strong presence in
modern trade, EBOs and e-com what I want to know is how are our tiers like
say for example Lavie bag and Esbeda? How are we placed with respect to peers
in terms of size and distribution network if you can just highlight bit about
them?
Sudip Ghose: We are probably the last entrant in this field. Therefore, I think
that we are the fastest growing and we are definitely in the top two luggage
brands of the country today. In terms of distribution, we are much widely
distributed as compared to Baggit or Espeda because they do not have much
presence in trade as we have. We sell through military channel, modern trade
(which are Shoppers Stop, Pantaloons and Lifestyles), general trade and hyper
stores. We also sell through company run stores. I do not think Esbeda or
Baggit would have that kind of distribution. Lavie may have. As of now, we
would definitely be in top two brands in this category.
Jinesh Joshi: Okay, and is it fair to assume that the in the organized ladies
handbag market, Caprese is the largest brand in terms of size, absolute
revenues?
Sudip Ghose: As I said, in the top two brands definitely.
Jinesh Joshi: Okay Sir. Thanks a lot.
Moderator: Thank you. The next question is from the line of Dhanish Jain from
Assie Capital. Please go ahead.
Dhanish Jain: I have two questions. My first question, Sir how was company
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Radhika Piramal: We do not share specific channel wise details, but it is less
than 10%.
Dhanish Jain: Okay in the second question is madam, how much company is
getting revenue from the in-house manufacturing as well as from outsourcing
side?
Radhika Piramal: Our hard luggage would be about 25% of our sales and all
hard luggage are manufactured in house. Soft luggage, which is about 75% of
our sales, is either imported or bought from Indian suppliers.
Dhanish Jain: My last question is recently the government had announced the
tax saving measures and all, so are you seeing any opportunity from this tax
and all for middle class people.
Radhika Piramal: We are comfortable with the demand growth in the
economy. We are not seeing any significant slowdown in demand, which is a
good point. Our major issues are costing pressures and gross margins.
Dhanish Jain: One more last question, from the results in this quarters three
and the company has mentioned due to this change in inventory of the finished
goods, which has increased from 17 Crores to 73 Crores in this quarter, can you
through some more light on it, so what is the inventory of finished goods?
Sudip Ghose: The finished good is primarily build up for the quarter to come
and there has been a little increase in the inventory, which we are working on.
Dhanish Jain: Thanks.
Moderator: Thank you. Next question is from the line of Sahil Desai from
Hornbill Capital. Please go ahead.
Sahil Desai: Thanks. I just wanted to check on the employee cost, both in Q2
and in Q3 we have seen rise in the employee cost, so can you give us some
thoughts on what is happening there?
Radhika Piramal: Fastest growing channel is hypermarket and fastest growing
brand is Aristocrat and in both of these stores are added. In stores, we have to
add promoters and they have a certain cost. Cost of salaried employee is same
whether they sell Aristocrat or they sell Skybags. Hence, hypermarket are
amongst less profitable channels and they are growing fastest and they have
high employee cost.
Sudip Ghose: Yes. In terms of percentage to sales, it is same and it has not
increased.
Sahil Desai: Yes. You are right but ideally that should be lot of leverage, but I
get the point that Radhika is making, I just wanted to check whether, so is
there any buildup in the sales force ahead of revenues, so do you think this sort
of evening out or is it volume linked and will continue to remain this say?
Radhika Piramal: It more depends on the channel mix. If we can slightly
improve the revenue growth in those channels that do not have promoters,
which are general trade channel and e-com and it will improve the operating
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Sahil Desai: Got it and just lastly does it have anything to do with the product
mix also in the sense that if you see higher growth in your more prestige
brands, does this come down?
Radhika Piramal: The product mix issue is being reflected in the cost of good
sold and the channel mix issue is being reflected in the employee cost. If we can
improve growth rate of VIP, Skybags and Carlton brands versus Aristocrat brand
and if we take growth rate in e-commerce or general trade, where we do not
have sales promoters, sales would improve along with profitability.
Sahil Desai: Got it. Thanks for the questions.
Moderator: Thank you. The next question is from the line of Amnish Agarwal
from Prabhudas Lilladher. Please go ahead.
Amnish Agarwal: Thanks for the questions. Sir if you look at our profit
margins for the first nine months, our EBITDA margins 13.7%, which is same as
it was in FY2018, but in the past whenever there has been currency issue or raw
material issue, would have taken us quite a while to come back to increasing
our margins, now given the current scenario where our mix is deteriorating, the
channels where the costs are higher growing faster, how confident are you
coming back on marginal and how quickly the margins can come back?
Dilip Piramal: Mix is not deteriorating. Our sales is growing and part of
additional sales is from the lower end.
Radhika Piramal: We can expect continued pressure in the current quarter.
This is the first time, it has happened in five or six years. The question is how
quickly we can come back to the same margins we enjoyed in H1 of FY 201819. We are trying to get back to profit growths in Q1.
Sudip Ghose: I would also like to add that in the product mix, we are selling
more of the smaller items like backpacks. We were hardly selling any backpack
about five years ago. In fact, one of the successes of the company has been by
achieving high market share in backpack and we are getting a lot of share from
the unorganized sector in the backpack. Backpacks is obviously a much cheaper
item as compared to a suitcase. Backpacks averages at about Rs.1000 to
Rs.1500 at the retail price, as against Rs.3000 upwards for the suitcase. It is
very wrong conception to think that it is a deterioration. In fact, it is a very
positive addition to our product mix.
Amnish Agarwal: My second question is at now with the two fast growing
items, one is your backpacks and one is Caprese and we are growing well, I
think above our overall leverage growth rates, so how is that profitability in
these, is it in line with the overall company profitability and what is the scope to
increase margins, more so in Caprese?
Radhika Piramal: Backpack is a much larger segment of the two. Backpack
margins are in line with the company and we expect the growth to continue to
be high. While Caprese is growing faster, it is smaller. Caprese margins are
better as compared to overall company average but the base is small. Hence, it
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Amnish Agarwal: Okay, but so it means that if I have to look at say gross
margins if that company level say for example 45 Caprese would be say at least
5% or 10% more than that?
Radhika Piramal: Yes.
Sudip Ghose: Roughly like this.
Radhika Piramal: For the company margins to improve, VIP and Skybags
growth is important. Secondly, the percentage contribution that we have in
Aristocrat brand is important. If these two things happen, gross margins of the
company will improve.
Amnish Agarwal: Thanks a lot.
Moderator: Thank you. The next question is from the line of Saket Bansal from
Stock Axis. Please go ahead.
Saket Bansal: It is a continuation of the same question, like if you are thinking
about the gross margin improvement in Aristocrat, what kind of a contribution
should it be in total revenue that overall gross margins up by what it was in H1
FY2018-2019?
Radhika Piramal: Skybags and VIP have the same gross margins as the
company. Aristocrat is about 5% less and Caprese and Carlton are about 5%
more. The ultimate goal is to bridge the gap between Aristocrat, VIP and
Skybags.
Saket Bansal: Okay and there are other companies like Safari, how is the
competition in there?
Radhika Piramal: Aristocrat, Kamiliant and Safari are at the entry-level price
point. So, those price points are required in order to attract the consumer up
from unorganized. These brands are partly fueling volume growth. We may be
slightly increasing the prices as much as competition in this segment allows, to
get back the margins.
Saket Bansal: So would it be easy for VIP to increase the contribution from
Aristocrat when this other competitors are also there in the same price points?
Radhika Piramal: It is not easy, but it is necessary.
Sudip Ghose: I think that I answered the same question to some other
gentleman sometime back. We are working on and there is a specific plan to it.
Saket Bansal: That is like negotiating the costing?
Sudip Ghose: We have already done that.
Saket Bansal: Okay. Thank you. That is all from side.
Moderator: Thank you. The next question is from the line of Ganesh from Ithought Financial. Please go ahead.
Ganesh S: So I just look at the previous concall for the previous quarter, so
where you had mentioned that you will be concentrating on the Caprese
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strategy actually worked out like you said for where your strategy working
similarly for the Aristocrat brand, so is the same is working out for the Caprese
brand as well and how much of the actually we have made for the quarter and
with respect to Caprese brand?
Sudip Ghose: We have just launched value segment of Caprese. The value
segment of Caprese has high potential. Major challenges for Caprese is to
grow. As Radhika rightly said that as soon as Caprese becomes a sizeable
business like backpacks, it would have positive impact on bottom line of the
Company because Caprese margins are 5% more than the overall company
average margin.
Ganesh S: Okay and how much have we made for the quarter Sir on Caprese?
Sudip Ghose: We do not share brand wise details. Hence, I will not able to
answer the question.
Ganesh: So we just recently crossed the 100 Crores margins and we are
growing at a CAGR of around 47% since 2013 is what I gather, so would we be
able to maintain a similar growth rate or what would be our growth rate?
Radhika Piramal: Growth rate will continue.
Sudip Ghose: The growth rate will continue.
Ganesh S: Right. Thank you. That is it from my side. Thank you Sir.
Moderator: Thank you. The next question is from the line of Kamlesh Kotak
from Asian Markets Securities. Please go ahead.
Kamlesh Kotak: I just wanted to understand as you mentioned, is it that the
brands' Caprese, Aristocrat and backpacks have grown above the company’s
growth and the other segment have grown at a lower pace, is it the
understanding right?
Sudip Ghose: Yes.
Kamlesh Kotak: Second thing just wanted to understand do you get some
details about how many number of SKUs we would be having in, any new
addition collection that we may have every festive seasons or may be at every
level, how it works?
Sudip Ghose: Are you are asking about SKUs?
Kamlesh Kotak: Yes.
Radhika Piramal: We do not increase the number of SKUs from one year to
next year. Our company would have about 1500 SKUs.
Kamlesh Kotak: 1500?
Radhika Piramal: Four categories with backpacks and handbags.
Sudip Ghose: Caprese replace full range twice a year.
Kamlesh Kotak: Secondly can you just help us to understand, how has been
the sell across the different channels, it may not give exact number, but can
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Sudip Ghose: All channels have done well except canteen department because
there has been government restrictions on that particular channel, so that is the
only channel where we have little bit of struggle which is across the industry
and not limited to us.
Kamlesh Kotak: Sir Canteen stores has degrown and what percentage it would
constitute to the total business?
Radhika Piramal: It is flat. It has not de-grown.
Kamlesh Kotak: Lastly I wanted to understand you mentioned about this high
inventory at the end of the quarter, it has been unprecedentedly high so it is
something that is high cost inventory we may have the holding on that is where
you said at Q4 also will be soft in terms of margin?
Radhika Piramal: Yes.
Kamlesh Kotak: That 84 Crores of increase in inventories what I was just
referring to, so it is something that is not unprecedented in terms of the
quarterly run rate, which we maintain?
Radhika Piramal: It is bit higher than planned. Few reasons for it. We had
planned higher for Q3 and thus we build up for new season. We launched new
backpack collection in January and we have to buy new collection for the
quarter before new launches.
Moderator: Thank you Mr. Kotak. May we request you to join the question for
any follow up? We have the next question from the line of Mandeep Singh from
Ambit Capital. Please go ahead.
Mandeep Singh: Sir secondly it is fair to say that gross margins are all
moderated sequentially because of cash back schemes, so the certain channel
partners pointed out that VIP had a cash back scheme in December on purchase
made for Rs.5000 or more?
Radhika Piramal: No.
Mandeep Singh: Okay. Thank you.
Moderator: Thank you. The next question is from the line of Ankit Babel from
Shubhkam Ventures. Please go ahead.
Ankit Babel: Couple of questions. Sir your growth rate has been very healthy
in the first nine months at around about 28% plus and it seems you will be
ending the year with at 25% plus kind of a growth rate, I just wanted to
understand on this high base, we will be able to grow at 20% in FY2020 as well?
Radhika Piramal: We feel good about channel health. Domestic aviation
should also grow. We see decent demand.
Ankit Babel: Great and Sir my question is I just heard that you said that you
will take around three, four quarters to go back to the 15%-16% kind of
margins, so why a such high, one was the high inventory, any other reason for
that?
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Radhika Piramal: It is not three or four quarters. We said one or two quarters
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to come back.
Ankit Dhakal: Okay, I mean the fourth quarter PAT can we witness any growth
or not?
Radhika Piramal: Let we clarify what I meant by earlier comments. In a very
good quarter, we have 15% EBITDA. In a medium quarter, we have 12% to
13% EBITDA. In not a great quarter, we have 9%-10% EBIDTA. Getting back to
12% to 13% should be in one or two quarters.
Ankit Dhakal: That is helpful. Thank you so much.
Moderator: Thank you. The next question is from the line of Dhaval Dama from
Equirus Securities. Please go ahead.
Dhaval Dama: Just wanted to know like say there would be any specific trends
in terms of A&P, so during the current quarter, would the A&P be lower as
compared to the previous quarter or during Q2 and last year also, any broader
indication on that?
Radhika Piramal: We would like to continue on A&P. We would like to work on
our gross margins and continue the trend on A&P as per historical levels.
Dhaval Dama: Any rough idea on how much would Bangladesh is contributing
in terms of total volumes today?
Radhika Piramal: It is still only around 10% and it is just about that. We are
trying to work towards building it but it takes time. It is operationally quite
challenging.
Dhaval Dama: Right and another thing is that historically if we have seen that
post that there is some revision in terms of labour rates in China, so any
comments on that aspect whether you see the prices of some of your products
going up because of that or basically because of currency you see some
headroom in terms of getting it down, what is your view on that?
Radhika Piramal: We do a very robust round of pricing negotiations with
Chinese factories. I do not expect too much pressure. We do not do the price
negotiations very frequently. It is once or twice a year.
Dhaval Dama: Okay. Sure. Thanks a lot. That is it from my side.
Moderator: Thank you. The next question is from the line of Ankit Kanodia
from Smart Sync Services. Please go ahead.
Ankit Kanodia: Thank you for taking my questions. In the last concall you
mentioned that it was difficult to balance between price increase and
maintaining market shares, but today we are guiding for some pipe hikes, I
mean, Q1 of the next year, so how do you think it will play out in one of our
market share?
Radhika Piramal: If we were tilting towards market share in Q3, it resulted in
decline in margin and management is not happy with the same. We would like
to increase prices a bit and do not expect to lose market share due to strong
brand equity and strong distribution.
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Moderator: Thank you. Next question is from the line of Tejas Shah from Spark
Capital. Please go ahead.
Tejas Shah: Followup, the pricing action that we took more than that industry
level also the same response or industry is still going very hard game on
pricing?
Radhika Piramal: It is still a hard game.
Tejas Shah: Okay, so organized players are participating in this price hike
action or they have also not there, there are two competitors you are formerly
affected?
Sudip Ghose: No. They are not participating in the price increase. I would like
to see their numbers and I do not think that they can sustain this because they
also import from the same country.
Tejas Shah: Second hearing from many other sectors that liquidity has
tightened up a bit on cash rotation part and lot of distribution especially the
wholesalers are finding a difficulty to churn cash, and that is also taking toil on
growth for many other sectors, so are you feeing that kind of pressure and are
you seeing any stress on receivable days also?
Radhika Piramal: Actually, I am surprised as Q3 volume growth has been very
good. We do not see any concern in demand.
Sudip Ghose: We also have a very strict credit policy. We stopped supplying to
our biggest customers, if there has been any deviation. We are very strict about
our credit policy.
Radhika Piramal: Our stock rotation with our customers is high and they do
not have stocks for more than one or two months, so it keeps the system going.
We have been strict on that.
Dilip Piramal: But where is the question of slower sales?
Radhika Piramal: If dealer or distributor has high stock, we always encourage
to bring down their stocks.
Moderator: Thank you. The next question is from the line of Kamlesh Kotak
from Asian Markets Securities. Please go ahead.
Kamlesh Kotak: Just one clarification I wanted to have. We understand there
is some Chinese players also have entered the fray with some excessive pricing
and very high marketing kind of strategy, so any take on that is that something
which you are seeing in terms of the competition getting into the price from new
players?
Sudip Ghose: India is probably the only country where our nearest competitor,
which happens to be world number one luggage Company, is far behind. Now, if
they cannot do anything to us, do you really think a Chinese competitor can do?
India believes in VIP. Our brands are very strong..
Kamlesh Kotak: Xiaomi has come significantly with some aggressive pricing

Conference Call Transcript | VIP Industries Limited
Q3FY19 Results February 08, 2019 | Conference Call

strategy and online sales channel is what we hear so just wanted to have some
January 21, 2008
clarification on that.
Sudip Ghose: Answer to your question is no.
Kamlesh Kotak: Okay. Fine. Thank you.
Moderator: Thank you. Ladies and gentlemen that would be the last question;
I now had the conference over to the management for their closing comments.
Thank you and over to you!
Sudip Ghose: As Radhika started by saying, we had an okay quarter. Not a
usual one from the profitability point of view. There is a particular reason and
we are working on it. Current quarter could also be under little bit of stress but
we are sure that in coming next quarters, we will be able to safeguard them and
it should be good. These are temporary hiccups and I am sure for a very strong
organization like ours, this should not put us off in any way. That is all that I
have to say.
Moderator: Thank you very much. Ladies and gentlemen on behalf of
Edelweiss Securities that concludes this conference call. Thank you for joining
us. You may now disconnect your lines.

Conference Call Transcript | VIP Industries Limited
Q3FY19 Results February 08, 2019 | Conference Call

Aditya
Narain,
of Research, aditya.narain@edelweissfin.com
January
21,Head
2008

DISCLAIMER
Edelweiss Securities Limited (“ESL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is
licensed to carry on the business of broking, depository services and related activities. The business of ESL and its Associates (list
available on www.edelweissfin.com) are organized around five broad business groups – Credit including Housing and SME Finance,
Commodities, Financial Markets, Asset Management and Life Insurance.
This Report has been prepared by Edelweiss Securities Limited in the capacity of a Research Analyst having SEBI Registration
No.INH200000121 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or solicitation
for the purchase or sale of any financial instrument or as an official confirmation of any transaction. Securities as defined in clause (h) of
section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency Derivatives. The information
contained herein is from publicly available data or other sources believed to be reliable. This report is provided for assistance only and is not
intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this
information. Each recipient of this report should make such investigation as it deems necessary to arrive at an independent evaluation of an
investment in Securities referred to in this document (including the merits and risks involved), and should consult his own advisors to
determine the merits and risks of such investment. The investment discussed or views expressed may not be suitable for all investors.
This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced
or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose.
This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or
which would subject ESL and associates / group companies to any registration or licensing requirements within such jurisdiction. The
distribution of this report in certain jurisdictions may be restricted by law, and persons in whose possession this report comes, should
observe, any such restrictions. The information given in this report is as of the date of this report and there can be no assurance that future
results or events will be consistent with this information. This information is subject to change without any prior notice. ESL reserves the
right to make modifications and alterations to this statement as may be required from time to time. ESL or any of its associates / group
companies 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. ESL is committed to providing independent and transparent recommendation to its clients. Neither ESL
nor any of its associates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct,
indirect, special or consequential including loss of revenue or lost profits that may arise from or in connection with the use of the
information. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. Past performance is not necessarily a guide to future performance .The disclosures of interest
statements incorporated in this report are provided solely to enhance the transparency and should not be treated as endorsement of the
views expressed in the report. The information provided in these reports remains, unless otherwise stated, the copyright of ESL. All layout,
design, original artwork, concepts and other Intellectual Properties, remains the property and copyright of ESL and may not be used in any
form or for any purpose whatsoever by any party without the express written permission of the copyright holders.
ESL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including
network (Internet) reasons or snags in the system, break down of the system or any other equipment, server breakdown, maintenance
shutdown, breakdown of communication services or inability of the ESL to present the data. In no event shall ESL be liable for any
damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in
connection with the data presented by the ESL through this report.
We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not
all customers may receive this report at the same time. We will not treat recipients as customers by virtue of their receiving this report.
ESL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to time, have
long or short positions in, and buy or sell the Securities, mentioned herein or (b) be engaged in any other transaction involving such
Securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject
company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other potential/material
conflict of interest with respect to any recommendation and related information and opinions at the time of publication of research
report or at the time of public appearance. ESL may have proprietary long/short position in the above mentioned scrip(s) and therefore
should be considered as interested. The views provided herein are general in nature and do not consider risk appetite or investment
objective of any particular investor; readers are requested to take independent professional advice before investing. This should not be
construed as invitation or solicitation to do business with ESL.

Conference Call Transcript | VIP Industries Limited
Q3FY19 Results February 08, 2019 | Conference Call
ESL or its associates may have received compensation from the subject company in the past 12 months. ESL or its associates may have
managed21,
or 2008
co-managed public offering of securities for the subject company in the past 12 months. ESL or its associates may have
January
received compensation for investment banking or merchant banking or brokerage services from the subject company in the past 12
months. ESL or its associates may have received any compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company in the past 12 months. ESL or its associates have not received any compensation
or other benefits from the Subject Company or third party in connection with the research report. Research analyst or his/her relative or
ESL’s associates may have financial interest in the subject company. ESL and/or its Group Companies, their Directors, affiliates and/or
employees may have interests/ positions, financial or otherwise in the Securities/Currencies and other investment products mentioned in
this report. ESL, its associates, research analyst and his/her relative may have other potential/material conflict of interest with respect to
any recommendation and related information and opinions at the time of publication of research report or at the time of public
appearance.
Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange rates can
be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by numerous market factors, including world
and national economic, political and regulatory events, events in equity and debt markets and changes in interest rates; and (iii)
currencies may be subject to devaluation or government imposed exchange controls which could affect the value of the currency.
Investors in securities such as ADRs and Currency Derivatives, whose values are affected by the currency of an underlying security,
effectively assume currency risk.
Research analyst has served as an officer, director or employee of subject Company: No
ESL has financial interest in the subject companies: No
ESL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of research report.
Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of the
month immediately preceding the date of publication of research report: No
ESL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the
date of publication of research report: No
Subject company may have been client during twelve months preceding the date of distribution of the research report.
There were no instances of non-compliance by ESL on any matter related to the capital markets, resulting in significant and material
disciplinary action during the last three years except that ESL had submitted an offer of settlement with Securities and Exchange
commission, USA (SEC) and the same has been accepted by SEC without admitting or denying the findings in relation to their charges of
non registration as a broker dealer.
A graph of daily closing prices of the securities is also available at www.nseindia.com
Analyst Certification:
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the
subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly
related to specific recommendations or views expressed in this report.
Additional Disclaimers
Disclaimer for U.S. Persons
This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has prepared the
research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. brokerdealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules
or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by
a research analyst account.
This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule 15a6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange
Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above,
then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or
transmitted onward to any U.S. person, which is not the Major Institutional Investor.

Conference Call Transcript | VIP Industries Limited
Q3FY19 Results February 08, 2019 | Conference Call

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in
order to conduct
certain business with Major Institutional Investors, Edelweiss Securities Limited has entered into an agreement with a
January
21, 2008
U.S. registered broker-dealer, Edelweiss Financial Services Inc. ("EFSI"). Transactions in securities discussed in this research report should
be effected through Edelweiss Financial Services Inc.
Disclaimer for U.K. Persons
The contents of this research report have not been approved by an authorised person within the meaning of the Financial Services and
Markets Act 2000 ("FSMA").
In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the “Order”); (b)
persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated associations); and (c)
any other persons to whom it may otherwise lawfully be communicated (all such persons together being referred to as “relevant
persons”).
This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to
which this research report relates is available only to relevant persons and will be engaged in only with relevant persons. Any person who
is not a relevant person should not act or rely on this research report or any of its contents. This research report must not be distributed,
published, reproduced or disclosed (in whole or in part) by recipients to any other person.
Disclaimer for Canadian Persons
This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have
prepared the research report. The research analysts preparing the research report are resident outside the Canada and are not
associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by a
Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario Securities
Commission, other Canadian provincial securities regulators, the Investment Industry Regulatory Organization of Canada and are not
required to otherwise comply with Canadian rules or regulations regarding, among other things, the research analysts' business or
relationship with a subject company or trading of securities by a research analyst.
This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103")) who
are resident in the Province of Ontario, Canada (an "Ontario Permitted Client"). If the recipient of this report is not an Ontario Permitted
Client, as specified above, then the recipient should not act upon this report and should return the report to the sender. Further, this
report may not be copied, duplicated and/or transmitted onward to any Canadian person.
ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain
international advisers and/or dealers. Please be advised that (i) ESL is not registered in the Province of Ontario to trade in securities nor
is it registered in the Province of Ontario to provide advice with respect to securities; (ii) ESL's head office or principal place of business is
located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv) there may be difficulty enforcing legal
rights against ESL because of the above; and (v) the name and address of the ESL's agent for service of process in the Province of Ontario
is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada.
Disclaimer for Singapore Persons
In Singapore, this report is being distributed by Edelweiss Investment Advisors Private Limited ("EIAPL") (Co. Reg. No. 201016306H) which
is a holder of a capital markets services license and an exempt financial adviser in Singapore and (ii) solely to persons who qualify as
"institutional investors" or "accredited investors" as defined in section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore
("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers Regulations ("FAR"), sections 25, 27 and 36 of the
Financial Advisers Act, Chapter 110 of Singapore shall not apply to EIAPL when providing any financial advisory services to an accredited
investor (as defined in regulation 36 of the FAR. Persons in Singapore should contact EIAPL in respect of any matter arising from, or in
connection with this publication/communication. This report is not suitable for private investors.
Copyright 2009 Edelweiss Research (Edelweiss Securities Ltd). All rights reserved

