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Ring Shine Textiles Ltd. (RSTL) is engaged in manufacturing and marketing of gray and finished
fleece fabrics of various qualities and dyed yarn to the garment industry of Bangladesh. Ring
Shine Textiles Ltd. was incorporated on December 28, 1997 as a private limited company. The
company started its commercial operation in August 1998. It was converted into a public limited
company on June 08, 2017. The registered office and factory of Ring Shine are situated at Dhaka
EPZ, Savar. The corporate office is located at Gulshan, Dhaka. RSTL is a single entity and it has
neither any holding company nor any subsidiary.

Mr. Sung Jye Min, Mr. Sung Yau Min, Ms. Hang Siew Lai, and Ms. Goh Geok Sian are the
sponsors of the company. Mr. Sung Yau Min and Ms. Goh Geok Sian transferred all their shares
to the two remaining directors and resigned from their posts in March 2002. Mr. Sung Jye Min is
serving as the chairman of the company and Mr. Sung Wey Min is the Managing Director of the
company. They hold 3.42% and 4.27% of the shares (Post-IPO) respectively. All of the directors
except for the independent directors are relatives.

Ring Shine’s product wise revenue contribution is provided below:

Particulars Yarn Polar Fleece

Revenue Contribution 70.9% 29.1%

Ring Shine’s production capacity and utilization in FY 2018 are provided below:
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Income Statement

Mn BDT
Revenue

Cost of Goods Sold

2014A 2015A 2016A* 2017A 2018A

7,930.3 8233.0 4,261.8 88125 99953
(7,036.0) (7,212.5) (3,755.0) (7,759.9) (8,879.

inotalled Ganacity Actual Producti Canacit Gross profit 894.3 1,020.5 506.7 1,052.6 1,115.8

nstalled Capacity Actual Production apacity ’

Product Name (M. Kg) (Mil. Kg) Utilization Operatl_ng Expeflses (156.7) (165.6) (68.9) (137.6) (141.9)
Dyed yamn 27.5 25 g1.gy, Operating Profit 737.5 8550 4378 9150 974.0
Spinning 51 50 97 5% Flnarglal Expenses (333.6) (311.0) (164.9) (322.1) (329.4)
Fleece fabric knitting 12.2 94 76.9% :"”P p‘:ra“”? '“C:me 16.1 77 74 8.8 8.9
Fleece fabric dyeing & finishing 13.0 9.0 69.00 et Profit before Tax 4201 5516 280.4 6017 6535

Income Tax Expenses (64.7) (83.6) (31.1) (91.6) (99.3)
IPO Details Net Profit after tax 3553 468.0 249.2 5101 554.2
Diluted EPS (BDT|
Ring Shine Textiles Ltd. will raise BDT 1,500 Mn as initial public offering (IPO) through fixed price I . ( ) 1.2 1.6 0.9 1.8 1.9
method by offering 150 million ordinary shares of BDT 10.0 each. The fund raised through |PO Diluted EPS—Post IPO (BDT) 0.8 11 0.6 1.2 13
will be used for the acquisition of machinery & equipment for a denim fabric manufacturing
project, loan repayment, and IPO expenses. Balance Sheet
The proposed project will install 17.6 million meter production capacity of denim fabric knitting, Mn BDT 2014A  2015A 2016A" 2017A 2018A
dyeing, and finishing. The total cost of the project is BDT 964 million which will be completely Non-Current Assets 6,491.9 6,320.7 6,256.9 6,136.4 6,145.8
financed by IPO. Property, Plant & Equipment 6,419.7 6,245.7 6,144.7 6,057.0 6,067.7
The loan repayment consists of partial repayment of BDT 280 million of Dhaka Bank and BDT Investment 72.2 75.0 76.8 79.5 78.1
220 million of Woori Bank. Capital work-in-progress - - 35.4 - -
The breakdown of the IPO proceeds is shown below: Current Assets 3,862.1 4,314.4 4,876.8 5,059.1 5,932.6
Inventories 1,830.3 2,093.5 2,456.3 2,675.6 2,935.4
o
Use of IPO Proceeds Mn BDT % of Proceed - sunts receivable 1,819.3 2,054.2 2,280.2 2,228.7 2,854.1
— — - S
Acquisition of Machineries & Equipment 964 64.3°A: Advance, Deposits and Payments ~ 112.4 83.1 83.4 66.9 527
Loan Repayment 500 33.3% Advance Income Tax 67.8 46.2 25.2 63.9 66.0
o
Sub Total 1,464 976% Gash & Cash Equivalent 323 375 316 242 244
IPO Expenses 36 24%  1otal Assets 10,354.0 10,635.1 11,133.711,195.512,078.4
o
Grand Total 1,500 100.0%  ghareholders’ Equity 2,083.6 2,551.6 2,788.9 3,299.3 6,604.6
Key Points Share Capital 99.2 99.2 99.2 99.5 2,850.5
Retained earning 1,984.4 24524 2,689.7 3,199.8 3,754.0
(] The primary textile sector (PTS) is producing yarn gnd fabric peeded for the rea.dymade Share Money Deposit 2,670.5 2,670.5 2,670.5 2,670.2
garment sector (RMG). PTS is the backbone of clothing industries because it provides the . 4496 4830 6548 5912 5329
backward linkage for both the woven and the knit sector. The outlook of the textile sector is Non-Current Liabilities : : - - :
closely linked with the outlook of the RMG sector. Currently, the outlook of the RMG sector Long Term Loan - - 1622 76.5 -
can be considered positive. Bangladesh has been maintaining a stable global market share P, 4496 4830 4926 5148 532.9
of ~6.4% in RMG export. Outlook for Bangladesh seems positive as lots of orders are Deferred TaX.L.Ia.blhtleS ’ ' ’ ’ )
expected to move to Bangladesh from China due to US-China trade war. The country’s Current Liabilities 5,150.4 4,930.0 5,019.5 4,634.8 4,940.9
apparel exports to USA in the first half of 2019 registered the highest growth among its Current Portion of Term Loan - - - 70.4 -
competitors. The RMG sector of our country enjoys export incentives. Moreover, with
minimum wage being increased and compliance being ensured by accord & alliance the Accounts Payable 1,569.1 1527.3 1,441.4 1,1309 9291
outlook for this sector looks promising. Short Term Borrowings 3,494.6 3,267.0 3,447.5 3,263.8 3,797.5
®  As Ring Shine is situated in EPZ, it enjoys a lot of extra benefits and has to follow Provision for Income Tax 215 502 335 694 811
compliances set by the authority. The new project proposed by the company will allow it to Outstanding Liabilities 65.1 85.6 97.1 1003 1331
gain additional revenue from new customers as it is introducing a new product line. With a  Total Equity and Liabilities 10,354.0 10,635.1 11,133.711,195.512,078.4
positive industry prospect, the sales outlook of the company seems promising. But the
company’s spinning product facility is almost fully utilized. So, no sales growth can be Cash Flow Statement
captured from that product category.
] ) ) . . Mn BDT 2014A 2015A 2016A* 2017A 2018A

[ ] Ring Sthn}ef1 Net Debt tg Equ;ty atntd Refturn do? Eﬁunty deg:ele:lsilrli |;1h2018f asr:he \Aéhole Operating Activities (172.5) 566.2 (170.1) 548.9 13.4

amount of share money deposit got transferred to share capital. All other ratios have been . L

relatively constant throughout the past five years. Even with respect to its peers, all the nvesting Activities (39.9) (333.5) (178.5) (357.4) (480.9)

ratios are similar. Financing Activities 151.1 (227.6) 342.7 (199.0) 467.6
(] RSTL’s business model absolves itself from being dependent on any single supplier. The Net Cash Flow (61.3) 51 (58 (7.9 0.2

utility requirements are of significant importance for the company. But as the company is }

situated in DEPZ, utility disruption is unlikely. Ring shine has a captive power station as a Ratios

contingency plan in case of any disruption. 2014A 2015A 2016A* 2017A  2018A
o Ring Shine’s 24% of total revenue comes from Shine Fashion Co. (Pvt.) Ltd. and Avant Gross Profit Margin 11.3% 12.4% 11.9% 11.9% 11.2%

Garde Fashion Ltd. A few members of the board of directors of RSTL also sit in the board of . o o 0 o 0

these two companies as well. So, in addition to the concentration risk, RSTL faces concerns Op. me.'t marg.m 9.3% 10.4% 10.3% 10.4% 9.7%

over unfair pricing as well. Net Profit Margin 4.5% 5.7% 5.8% 5.8% 5.5%

Revenue Growth 1.7% 3.8% 3.5% 3.4% 13.4%

c ble & Trading Multiol NPAT growth -104%  31.7%  65%  23%  87%

—~omparable % Tracing Mutiples Receivable Turnover 5.1x 4.3x 2.0x 3.9x 3.9x
Trailing P/E multiples of other listed comparable stocks in the Textile sector are given: Inventory Turnover 4.3x 3.7x 1.7x 3.0x 3.2x
DSE Ticker Market Cap (BDT Mn)* LTM Earnings (BDT Mn)* LTMP/E Debt to Asset 0.3x 0.3x 0.3x 0.3x 0.3x
QUEENSOUTH 3,360.0 216.4 15.5x  Net Debt to Equity 1.7x 1.3x 1.3x 1.0x 0.6x
HWAWELLTEX 2,122.4 139.7 15.2x Return on Asset 3.5% 4.5% 4.6% 4.6% 4.8%
SHEPHERD 5,041.5 165.7 30.4x  Return on Equity 20.6% 202% 18.7%  16.8%  11.2%
MLDYEING 5,543.8 312.9 17.7x  Effective Tax Rate 15.4% 15.2% 11.1% 15.2% 15.2%

*Source: DSE, BEPL Research

*2016 data is for Jan-Jun 2016. Before 2016 year end was December

The ratio for 2016 is calculated on annualized basis.
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IMPORTANT DISCLOSURES

Analyst Certification: Each research analyst and research associate who authored this document and whose
name appears herein certifies that the recommendations and opinions expressed in the research report
accurately reflect their personal views about any and all of the securities or issuers discussed therein that are
within the coverage universe.

Disclaimer: Estimates and projections herein are our own and are based on assumptions that we believe to be
reasonable. Information presented herein, while obtained from sources we believe to be reliable, is not
guaranteed either as to accuracy or completeness. Neither the information nor any opinion expressed herein
constitutes a solicitation of the purchase or sale of any security. As it acts for public companies from time to time,
BRAC-EPL may have a relationship with the above mentioned company(s). This report is intended for distribution
in only those jurisdictions in which BRAC-EPL is registered and any distribution outside those jurisdictions is
strictly prohibited.

Compensation of Analysts: The compensation of research analysts is intended to reflect the value of the
services they provide to the clients of BRAC-EPL. As with most other employees, the compensation of research
analysts is impacted by the overall profitability of the firm, which may include revenues from corporate finance
activities of the firm's Corporate Finance department. However, Research analysts' compensation is not directly
related to specific corporate finance transaction.

General Risk Factors: BRAC-EPL will conduct a comprehensive risk assessment for each company under
coverage at the time of initiating research coverage and also revisit this assessment when subsequent update
reports are published or material company events occur. Following are some general risks that can impact future
operational and financial performance: (1) Industry fundamentals with respect to customer demand or product /
service pricing could change expected revenues and earnings; (2) Issues relating to major competitors or market
shares or new product expectations could change investor attitudes; (3) Unforeseen developments with respect
to the management, financial condition or accounting policies alter the prospective valuation; or (4) Interest rates,
currency or major segments of the economy could alter investor confidence and investment prospects.
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