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52-Week Range Rs999.70-523.20
Sh out, dil, curr (mn) 888
Mkt cap, curr (mn) Rs787,067
EV, curr (mn) Rs780,944
Avg daily trading value (mn) Rs1,733

Fiscal Year EndingFiscal Year Ending 03/1803/18 03/19e03/19e 03/20e03/20e 03/21e03/21e

ModelWare EPS (Rs) 13.77 17.96 22.80 28.64
Prior ModelWare EPS
(Rs)

- - - -

Consensus EPS (Rs)§ 12.72 17.13 21.37 26.00
Revenue, net (Rs mn) 156,21

3
192,57

0
231,66

8
276,80

0
EBITDA (Rs mn) 17,333 22,743 28,727 35,780
ModelWare net inc (Rs
mn)

12,224 15,941 20,243 25,426

P/E 67.3 49.4 38.9 31.0
P/BV 15.8 12.5 10.5 8.9
RNOA (%) 29.8 30.3 33.5 37.0
ROE (%) 28.3 30.7 32.1 33.8
EV/EBITDA 47.1 34.2 26.9 21.5
Div yld (%) 0.3 0.6 1.0 1.6
FCF yld ratio (%)** 0.1 1.1 1.6 2.1
Leverage (EOP) (%) (11.8) (16.2) (20.1) (21.6)

Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare
framework
§ = Consensus data is provided by Thomson Reuters Estimates
** = Based on consensus methodology
e = Morgan Stanley Research estimates
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Titan Industries LtdTitan Industries Ltd

1QF19: Market Share Gains in
Jewellery Continue but Weak
Reported Revenues

We present quick highlights from management's comments on
Titan's 1QF19 performance.

General management commentary on YTD C18: The overall jewellery industry in

India was weak over January-May 2018. However, market share gains for Titan's

jewellery business have continued and management is putting in place plans to

achieve its guidance of Rs500bn in consumer sales, implying Rs340bn in

reported revenues for the jewellery business (adjusting for cumulative tax,

commissions, and discounts of 15%) in F23. Company initiatives towards realigning

the watch and eyewear businesses have begun to yield positive results in 1Q.

Update on Jewellery division: The division reported muted revenue growth,

which was also below management expectations for the quarter. According to

Titan, this reflected:

Per Titan, the gold exchange program continues to do well and is now a major

contributor to new customer acquisition combined with the Golden Harvest

scheme. The company added 10 new Tanishq stores in 1Q, with a net increase of

24k sq. ft. of retail space.

1QF19 expectations – jewellery segment to report weak revenues: We forecast

10% revenue growth (marginally negative SSSG) and 29% EBIT growth for the

jewellery business. The watch segment is likely to report 10% revenue growth

and 24% EBIT growth. Overall, we estimate revenue, operating profit, and

adjusted net profit growth of 11%, 29%, and 27%,, respectively, for Titan in 1QF19.

(Continued in following section)

Titan Company Ltd ( TITN.NS, TTAN IN ) 

Exhibit 1: Titan: 1QF19 Expectations
Rs mn

Jun-18e Jun-17 YoY % Jun-18e Jun-17 YoY % Jun-18e Jun-17 YoY %
Titan 43,366 39,099 11% 5,006 3,888 29% 3,486 2,741 27%

Adjusted PATRevenue Operating Profit

Source: Company data, Morgan Stanley Research estimates (e)

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As a
result, investors should be aware that the firm may have a
conflict of interest that could affect the objectivity of
Morgan Stanley Research. Investors should consider
Morgan Stanley Research as only a single factor in making
their investment decision.
For analyst certification and other important disclosures,
refer to the Disclosure Section, located at the end of this
report.
+= Analysts employed by non-U.S. affiliates are not registered with
FINRA, may not be associated persons of the member and may not
be subject to NASD/NYSE restrictions on communications with a
subject company, public appearances and trading securities held by
a research analyst account.

1. Weak consumer sentiment during the quarter (except for Akshaya Tritiya)

led to a YoY decline in sales. We had highlighted the presence of Adhik

Maas – an inauspicious period for consumer demand in 1QF19 – in our

report here.

2. Strong base quarter, especially owing to advancement of customer

purchases (Rs2.5bn) ahead of implementation of Goods and Services Tax

into 1QF18.
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1QF19 Expectations (cont'd)

Watch division: The division performed well, driven by good retail growth in the modern

retail and e-commerce channels in 1QF19. However, optically revenues will look weak

owing to the GST transition impact in the base quarter.

Eyewear: According to management, prescription eyewear and sunglasses both reported

a pickup in demand, driven by improved assortment of products, product innovations,

and competitive pricing. However, similar to the watches business, reported revenue

growth will be muted.

Other businesses: Skinn perfumes within fragrances continue to do well in their existing

channels. Taneira, pilot for Titan's women's ethnic wear format, saw healthy levels of

repeat customers and referrals.
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Valuation Methodology and Risks

TITN.NS

Our price target of Rs1,080 is derived from a probability-weighted residual income

model.

Weightings – 35% bull case, 60% base case, 5% bear case: In the current volatile macro

environment, we expect investors to pay a premium for growth visibility. To factor this

in, and the expected market share gains from the unorganized jewellery segment

following the currency replacement program and implementation of GST, we assign a

35% weighting to our bull case. Our bear case weighting is 5%, since we see a low

probability of any further adverse government intervention or market share loss for the

business.

Key assumptions in the RI model: Cost of equity – 12.8% (beta – 0.8, risk-free rate – 8%,

market premium – 6%), PAT CAGR (F17-27e) – 25%, terminal ROE –70%, and terminal

growth – 6%.

Key downside risks to our price target:

1. Further government policy action that has an adverse impact on Titan’s business

model.

2. Further slowdown in the macroeconomic environment.

3. Deteriorating product mix.
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COVERAGE UNIVERSE INVESTMENT BANKING CLIENTS (IBC) OTHER MATERIAL
INVESTMENT SERVICES

CLIENTS (MISC)
STOCK RATING
CATEGORY

COUNT % OF
TOTAL

COUNT % OF
TOTAL IBC

% OF
RATING

CATEGORY

COUNT % OF
TOTAL

OTHER
MISC

Overweight/Buy 1170 38% 292 39% 25% 550 39%
Equal-weight/Hold 1343 43% 363 49% 27% 645 46%
Not-Rated/Hold 50 2% 5 1% 10% 7 0%
Underweight/Sell 544 18% 81 11% 15% 211 15%
TOTAL 3,107 741 1413

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received investment
banking compensation in the last 12 months. Due to rounding off of decimals, the percentages provided in the "% of total" column may not add up to exactly
100 percent.
Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, on a
risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage universe,
on a risk-adjusted basis, over the next 12-18 months.
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Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage universe, on a
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Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad
market benchmark, as indicated below.
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Stock Price, Price Target and Rating History (See Rating Definitions)
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INDUSTRY COVERAGE: India Consumer

COMPANY (TICKER) RATING (AS OF) PRICE* (07/04/2018)

Nillai Shah
Asian Paints (ASPN.NS) O (09/21/2016) Rs1,289.80
Coffee Day Enterprises (CODE.NS) O (11/29/2015) Rs259.45
Colgate-Palmolive India (COLG.NS) U (01/25/2013) Rs1,166.20
Dabur India (DABU.NS) O (05/31/2018) Rs379.75
Future Consumer Ltd (FTRE.NS) O (12/08/2017) Rs49.20
Future Retail (FRTL.NS) O (02/28/2017) Rs559.15
Godrej Consumer Products Limited (GOCP.NS) O (05/31/2018) Rs1,263.80
Hindustan Unilever (HLL.NS) U (09/21/2016) Rs1,676.00
ITC Ltd. (ITC.NS) O (09/27/2017) Rs264.40
Jubilant Foodworks Ltd (JUBI.NS) O (10/06/2017) Rs1,428.90
Marico Limited (MRCO.NS) E (05/31/2018) Rs343.85
Nestle India (NEST.NS) U (10/15/2015) Rs9,862.70
Tata Global Beverages Ltd (TAGL.NS) U (06/11/2014) Rs277.30
Titan Company Ltd (TITN.NS) O (07/02/2018) Rs886.55
United Spirits Ltd (UNSP.NS) E (01/17/2018) Rs666.90

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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