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COMPANY INFORMATION |

: External auditors:M/s Grant Thornton Anjum
Incorporated in 192 Rahman
CEO: Mr. Najeeb Malik

Public Unlisted Company
Key Shareholders:
N.M Enterprise$ 27.6%
MastePolymer Industries (Pvt) L&d22.1%
N.M Holding (Pvt) Ltd 11.2%
Najeeb Holding (Pvt) Ltd 11.2%
Mr. Nadeem Mali& 11.2%
Mr. Shahzad Mal&6.7%
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Master Textile Mills Ltd

OVERVIEW
OF THE § RATING RATIONAL E
INSTITUTION
Master Textill Master Textile Milldtd. (MTML) is avertically integrated textigetupengaged in th
~ MillsLtdwas  manufacturing andiof yarn, griege cloth, dyed fabdenimfabric and stitchedenim &
incorporated it non.denim garmentgcomprising mainly of bottoms for wewlea). The head office an
Pak_lstarnn 1992‘ factory is situated Manga Mandi, Lahore, PakistsfiTML isa par t of 0
It is a verticall . ~ . . : .
integrate I ndustriesd which has diversified pre
composite uni spring mattresses, engineering, automobiles, chemicals and energy sectors.
comprising

spinning, weavin
denim processir
and appare

Key Rating Drivers

Enhanced Capacities across all segments

Capex during FY2&as incurretb finance expansion across all segmgpiting, garment
and dyeing units. The purpose of expansithin spinning and weavingsvia eliminate the
need to outsource fabric and steer tdsvaomplete #house production of the key inputs
The expansiois planned to be finande63%by debt while the remaining (37#rough
internal cash generation.

Spinningand Weaving Total annual installed capacity of the spinning and weaving se
increased to 44,64pindles and 1T@oms respectiveiyp FY22 The addition&l 0,800 spindle
installedar e expected to be operational by
portfolionowconsists of 133 singd@led ones anmtDdoublesided loomsCapacitytilizaton
for both yarn and weavingere reported &5% (FY21: 96%) and 62% (FY21: 73%) du
FY22

Dyeingd The annuainstlled capacity of dyeing unit increased to 45dnrs at enBY22
reflecting an increase of 27% in relation to the priar@apacity utilization stodalver at
85% (FY21: 9%) during-Y22

Garment® The st it c hiuatian capdcitpleoinéreaseg@to dbldim pcs/annimm
FY22from 8.1 pcs/annunin FY21 Capacity utilization was reporteder at 8% (FY21:
94%) during FY2.

Capacity utilizatiowitnessed a downtielcross all the segmeassactual production did n
increase in the same proportion as installed capasityenhanced capacities coming onli
4Q22 Thereforethe full year impact of the incremental capacity will be visia3n

Business risk profile is supportedy industry wide growth in exports over the last yea
however, recent floods across the country have adversely affected the cotton c
Consequently, margins of textile operators may be effected with projected eleval
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cotton cost. Comfort may be drawnfrom higher likelihood of selling prices being
adjusted against rising input costs largely through PKR devaluation.

Surge in textile exports has continued in FY22 as GOd/tElated restriction are lifted acr
the globe. Over the year, businesseskist®a earned $19.3b from the export of textile
apparel products, an increase of 21%oyegear. Category wise, knitwear was the comn
that contributed the most, followed by remdgle garments and bed wear. The margi
textile companies haleoadly depicted improvement despite the uptick in raw materia
given that the same was offset by exchange rate movement.

However, floods in Sindh and Southern Punjab regions during the recent monsoon se
resulted in serious damage tactitton crop. According to an estimate, around 45% of the
has been washed bearing a total value of more than $2.5b. Consequently, price of ¢
country also surged by more than 30%. The Government has communicated its d
facilitate tetile players in importing raw material to overcome the domestic sk
Nevertheless, in addition to having an impact on profit margins, higher raw material
expected to increase the working capital requirements for the companies im, tvbishdk
likely to weigh negatively on the liquidity profile of textile operators.

Going forward, challenges on the glalmaldomestic front will weigh on the business
profile of textile operators; these includmkeninglemand dynamics internationally,
external account crisis on the domestic .fildimtse may lead to competitive market pricit
the exporters.

Healthy revenuegrowth accounted by volumetric surge with shiftn US marketalong

with higher selling prices. Going forward, full year impact of enhanced capacities, rupe
devaluation and focus towardsale of valueadded productsis expected to bode well fo
the topline of the company

Net Sales revie of the compamosted doubldigit growth o496 in FY22 (FY22: Rs. 25.9k
FY21: Rs.17.4; FY20 Rs.14.4) with growth being a function wblumetric growth isales
volumesglue to shift towards US markethhigher average selling prit&EML has diversified
product range comprising yarn, denim fabgriege cloth and stitched garmemd-Y22,
garmens constituted around 480 of saks followed by dyed fabric at¥#l(Export sales
comprised-86% (FY21: 84%f the total topline of the compaahyring the outgoing year

Geographisalesnix of exports depicts high concentraiioBurope with 45% shaireFY22,
however as a strategiovesales share emanating from US (FY22: 20%; FY21: 6%)

cater enhanced capacitiwgh Europe sales yielding higher margins and USA sales pri
economies of scale due to greater volumetric demand, exports sales mix going

expected t be concentrated in these maiRééent wise concentration risk éensiderec
moderate as the top temerseas clientspresented 37% (FY219Qf the goss sales durin
FY22 Going forwardcompany aims to enharfoeus onNon-Denim Wearwhich currently
constitute 80% of sales nhixabsorb valuadded margins and reap expertise befweditk

wear related garment§oing forward, full year impact of enhanced capacities,

devaluation and focus towards sale of ‘zalded products is expected to bode well fo
topline of the company.
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Profitability profile of the company improved on the back ofefficient inventory
procurement, economies of scale through igher volumetric salesyise in dollar based
selling pricesand enhanced focus on high margin valuadded products.

Gross Marginsf thecompanyhae increased on a timeline basis andrepogted at 2298

(FY21: 17.9%FY20: 181 during FY22attributable toefficient inventory procurement
economies of scale, rise in dollar based selling prieedanded focus drigh margirvalue

added product®istribution costs were reported higaeRs. 1.6b (FY21: Rs. 0.9b; FY20
0.8b) on the back of higher freight charges and greater travelling and conveyanc
however they remain in conjunction with revenue grBumidnce cost increased to Rs. 512
(FY21: Rs. 398.0m; FY20: Rs..912Y due to additional debt drawdown in FY22. De
escalated finance costs and tax expagiker ret profit of Rs. 3(FY21: Rs. 1.2BY20:Rs.
0.0) wasachieved during FYZ2PRrofitability of the company is also supported by divi
income fromasociate ampany Master Wind Energy Limit¢BY22: Rs. 120.3m; FY21:

60.5m).Going forwardmanagement foresees n&rgins to sustait current levelahile
growth inabsolutgrofitability will be a function of volumetric increase in sales

Long Term Investmentsto contribute to bottom line

MTML haslong terminvesinentsworth Rs.1.2h representin§% of thetotal asset basat
endFY22 in subsidiary araksociate companidfastePower Ltd (MPL) is a wholbhwned
subsidiary witlotal coatbasegower generation capacity of 20MW, out of whict2BN is
consumed by MTMifor its operationsWhereas associate compamekideMaster Wind
Energy and Master Green Energy having equity ownership of 15% and 11.38%, re
MTML alschas common directorship with both the associate compéasts: Wind Energ
is a 50MW wind power project that Cor
Energy is anothewind power projecthat commenced operatioims FY2. MTML has
recorded didend income from iexquity investmentd Rs. 120.3m (FY21: Rs. 60.5m) in F
Going forwardgrowthin dividend income is expectacer the next twthree yearwith the
recentinitiation ofanothemwind power project

Liquidity profile of the company is consideredtrong in light of healthy cash flows and
sound debt coverage ratios.

Liquidity profile of the company is consideseghdwith sufficient cash flows in relation
outstandingdebt obligations.In absolute terms, Funds Fro@peratiorFFO amountec
significantly higher at Rs.IB(EY21: Rs. 1.6EY2Q Rs. 1.13hj line with improvement i
profitability However, highecurrent portion of debt profileesulted inDebt Servicing
Coverge (DSCR) being reported lower atX3E¥21: 3.76x; FY20: 2.44x) during FY
Inventory and Trade Debts providongcoverage for shetérm debt obligations whi
current ratio has remained aboxeod a timeline basi$rade delst ageingemainswithin
manageablievels Liquidity indicatorare expected to improve on back of higher proje
revenue and further escalation in profitability.







