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Rating:             Conviction Rating: 
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Price: 365 

 

Surge Capital Focuses on Six Key Attributes of Long-Term Earnings Growth 

Strong Business Model 

Innovation & Pivot 

Change & External Trend 

Optionalities 

Leadership & Edge 

Stellar Management Execution 



Dollar Industries is one of the leading innerwear brands in India. 

Traditional players like Dollar have historically worked under a wholesale distribution model which 

is a push-based model with multiple challenges like no visibility on retail sales, poor economics in 

distribution chain and high receivables. 

Dollar through is Lakshya Project is revamping is distribution model to a direct (pull-based) 

distribution channel wherein it has visibility over retail sales, improved economics & incentives of 

distribution chain and low receivables. 

We have received a very good feedback from our interactions with company’s distributors under this 

new project. And we believe that once this project is rolled out to cover majority of company’s 

distributor network, company will realize substantial benefits in form of better sales growth, improved 

margins, better receivables and higher ROCEs. 

Brief Thesis 

Indicates attributes present in the stock 
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Innerwear Industry- Some Insights 

Indian men innerwear industry is estimated at ~$2 billion; including women innerwear the market size is 

over ~$6 billion. The overall industry is growing at ~10-12%, with women segment (much more unorganized) 

growing at a higher rate. Further, the premium end of the industry is growing at much higher rate than the 

economy-mass segments. 
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Industry Landscape

Traditional Players- Lux, 

Dollar, Rupa, Amul, Dixcy

Deals primarily in Men's 

mass/economy products through 

Traditional retail channel

Page Industries- Jockey

Deals in premium products across 

men's & women's innerwear and 

Athleisure.

Strong presence across traditional 

& modern retail channel

Apparel Companies & D2C 

Start-ups

Van Heusen, XYXX, UCB etc

Deals primarily in premium & 

super premium men's innerwear 

products through modern retail & 

online channels
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Page Industries- How is it Different vs Traditional Players? 

Since its launch in 1996, Jockey has outpaced the industry & traditional players to emerge as the largest 

player in the industry (>2x the size of nearest peer). This outperformance of the company was on the back 

of its- Brand Positioning and Distribution Model. 

 

A. Brand Positioning 

Jockey single handedly led & captured the premiumization trend in the innerwear industry in India. It 

positioned itself as a premium & aspirational brand that allowed the company to capture the demand that 

came as consumers looked to up-trade; traditional players where non-existent in the premium segments 

and thus missed this entire up-trading by the consumers. 

Further, Page Industries focused on one mother brand-Jockey across its product portfolio & segments. 

Traditional players on the other hand created multiple brands for different product segments resulting in a 

poor overall brand recall of the mother brand and higher & inefficient A&P spends. 

Brands Page Industries Dollar Lux Rupa 

Men’s Innerwear- 

Mass & Economy 
- 

Big Boss, Lehar, J-

Class, Comfort, 

Commando 

Lux Venus, Lux 

Cozi, GenX 

Jon, Frontline, 

Rupa, Euro 

Men’s Innerwear- 

Premium 
Jockey 

Force NXT, Pepe 

(licensed JV) 

ONN, One8, Lux 

Premium 

Macroman, FCUK, 

Torrido 

Women’s Innerwear Jockey (Woman) Missy 
Lyra, Lux Karishma, 

Lux Cozi Her 
Softline, Femorra 

Kidswear Jockey (Juniors) Champion 
Lux Blommers, Kids 

Lux Cozi 
Bumchums 

A&P Spends % of 

Revenues 
3-4% 8-9% 7-8% 7-8% 

 

This strong recall of the mother brand also allowed Jockey to leverage the same into additional segments 

of women & kids, whereas traditional players found it difficult to leverage their mother brand and thus had 

to create another new brand for these segments resulting in less diversification from core men’s innerwear 

segment. 

Revenue Mix% Page Industries Dollar Lux Rupa 

Men’s Innerwear 40% 79% 66% 70% 

Women’s 

Innerwear 
20% 8% 14% 10% 

Athleisure & others 40% 13% 20% 20% 
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B. Distribution Model 

Traditional players historically & till date follow a wholesale distribution model wherein the company sells 

its products to wholesalers/distributors who then sell it semi-wholesalers. 

 

There are couple of major challenges with a wholesale distribution model- 

     

 

In summary, Wholesale is a push-based model wherein everyone pushes products down the distribution 

chain resulting in poor economics for everyone in the distribution chain and this poor economics eventually 

flows back to the company in form of poor offtake and bloated receivables. 

 

 

 

 

 

01. No Visibility on Retail Level 

 

-In wholesale model, the 

business is essentially a B2B2C 

business. 

-Company’s business model 

revolves around selling to 

wholesalers/distributors that’s 

it. 

-There is no visibility or say in 

what happens to it products 

beyond that. 

-Without any visibility & say 

beyond wholesaler/distributor 

level, it is very difficult & 

inefficient for the company to 

generate a demand pull at the 

retail level either by brand 

promotion or introduction of 

newer products. 

 

 

 

02. Poor Business Economics 

for Distributors 
 

- Under wholesale model, 

every wholesaler/distributor 

can essentially sell to anyone 

at their own prices. 

-This leads to unhealthy 

competition wherein everyone 

tries to undercut each other in 

prices, resulting in poor 

margins for everyone. 

- And these poor economics 

results in lack of motivation for 

wholesalers & distributors to 

sell new & premium products. 

 

 

 

03. Large Receivables 

 

- In wholesale model, everyone 

has poor bargaining power with 

people below them. 

- Distributors/wholesalers have 

low bargaining power with 

retailers/semi-wholesalers as 

they can buy from anyone. 

- Company has poor bargaining 

power with wholesalers as 

company is essentially pushing 

its products to them asking 

them to sell it while working 

with poor business economics 

- As a result, receivable cycle 

within the entire distribution 

chain is high. 
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Page Industries on the other hand created a Direct Distribution Model wherein it enabled- 

     

 

Company

Distributor/Wholesaler

Semi-Wholesaler

Retailer

 

01. High & Ensured ROIs for 

Distributors 

 

- Appointed exclusive 

distributors for different 

cities/areas. 

- Each distributor has 

exclusive access to sales made 

in that city/area, removing un-

healthy competition. 

- Provided fixed margins on 

each sale made by distributor. 

 

 

 

 

 

02. Reach & Visibility at Retail 

Level 

 

- Mapped retail outlets in areas 

allocated to each distributor. 

- Linked mapped retailers to 

respective distributor’s DMS 

(distributor management system) 

- This allowed full visibility of 

sales being made at retailer level. 

- Created demand pull for its 

products by appointing sales 

team that reaches out to retailers 

at regular intervals. 

 

 

 

 

 

 

 

03. Reduced Receivables 

 

- High ROIs of distributors 

allowed better bargaining 

power & control over them. 

- Leveraged the same for 

better payment terms. 

 

 

 

 

 

 
Interestingly, as Page entered more categories, it segregated its distributors based on product categories as well, 

such that a particular area will have multiple distributors of Jockey; each selling certain product categories. (Page 

has ~8 product categories across men’s innerwear, women’s innerwear, outwear and kids) 

This allowed Page to create better demand pull for each product category as each retailer would be approached 

by different distributors for their respective product categories, rather than a single distributor; resulting in a more 

focused sales push for each product category. 

 

PUSH 

PUSH 

PUSH 

▪ Company cannot generate demand pull at 

retailer level given non-access & visibility of 

retailers. 

 

▪ Wholesalers/Semi-Wholesalers lacks incentive 

to generate demand pull at retail level given 

lack of exclusivity. 

Wholesale Distribution Model 

Product

s 
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In essence, Page created a Pull based model wherein it could create demand pull at the end retailer level 

while ensuring good business economics for everyone in the distribution chain. 

 

 
 

On the back of superior Brand Positioning and Distribution Model, Page stands-out among its peers- 

 Page Industries Dollar Lux Rupa 

Revenue Growth (10-Year) 19% 12% 15% * 8% 

EBITDA Margins 21-22% 11-13% 14-15% 13-14% 

Receivable Days ~20 Days ~100 days ~100 days ~100 days 

ROCE% >60% ~25% >30% ~25% 
 

*Lux has merged few group companies in 2020-2021 and thus had some one-time revenue boost. 

 

Dollar Industries 

Dollar Industries was started by Mr. Dindayal Gupta in 1972 in Kolkata and is one of the leading brands in 

the Indian hosiery industry. The business is currently run by 2nd & 3rd generation of Gupta Family. 

 

Company

Distributor

Retailer

79%

8%
1%

12%

Revenue Mix

Men's Innewear

Women's Innerwear

Kids

Athlesiure & Others

Direct Distribution Model 

▪ Company generates demand pull at retailer level 

given access & visibility of retailers. 

 

▪ Distributor also generates demand pull at retailer level 

given exclusivity & aligned incentives. 

PULL 

PULL 
Products Demand 
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Company’s performance in the past has been similar to its traditional peers- low double digit growth, 

expanding margins and deteriorating receivables. 

 

 

 

 

529
653

724 758

886 926
1029

967
1037

1350

FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22

Revenues (Rs Crore)

8%
7%

8%
9%

11%

13% 13%

11%

13%

16%

FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22

EBIDTA Margins

76 79

93 93 93

107

123

136

116
109

FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22

Receivable Days
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Project Lakshya 

In 2019, Dollar with the help of Vector Consulting initiated work on Project Lakshya, through which the 

company is looking to revamp its entire distribution model to a pull based (direct distribution) model from 

existing push based (wholesale distribution). 

 

 

Benefits of Project Lakshya  

1. Improved Economics for Distributors 

By allocating exclusive areas & retailers to each distributor, the company has eliminated the situation of 

under-cutting, resulting in fixed & assured margins to distributors; thus, improving their overall ROIs. 

Each retailer is also mapped with their respective distributor’s DMS (distributor management system) such 

that only if the retailer bills through that particular distributor is when it will receive loyalty points on that 

purchase; curtailing the incentive for retailer to bypass its allocated distributor. 

Snippet Q3FY23 Concall- 

 

15% 15%

18% 18%

22%
24%

22%

15%

19%

27%

FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22

ROCE %

Key Changes Being Implemented Under Project Lakshya 

▪ Rationalization of distributors with allocation of exclusive territories to each distributor. 

▪ Mapping of retailers in each geography allocated to Lakshya distributors. 

▪ Fixed margins for distributors on each sale made to retailers. 

▪ Loyalty scheme under which distributors & retailers get certain loyalty points on each purchase. 

▪ Establishing a centralized call center and on-ground sales force. 
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2. Visibility & Ability to Generate Demand Pull at Retail Level 

With mapping of retailers and access to distributor’s data (sales & inventory) through the DMS, the company 

now has visibility on sales being made at retail level. And it can generate demand pull at retailer level which 

would eventually flow back to the company. 

This generation of demand at retailer level is being done in three ways- 

a. Company has established a tele-calling system through which the company is directly reaching out 

to retailers on a weekly basis. 

b. On-ground sales team has been appointed to engage with retailers. 

c. Distributors are also engaging with their retailers as their incentives are now aligned to do so. 

 

Snippet Q3FY23 Concall- 

 

 

3. Improved Sales Traction & Better Product Mix 

With loyalty points to both retailers & distributors and improved business economics of distributors, the 

company has aligned the incentive of everyone in the distribution chain to drive higher sales. This increased 

incentive is even higher for premium & newer product categories wherein the company is offering much 

higher margins & loyalty points to both retailers & distributors. 

     

 

110000

200000

Dollar Lux

Retail Reach (outlets)

In direct distribution model company can 

increase its penetration by reaching out to 

additional retail touch points which were 

earlier not addressed by semi-

wholesalers/wholesalers. 

 

And there is substantial scope for the same. 
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4. Improved Receivables 

Under Lakshya scheme, Dollar has implemented a strict credit policy for both retailers & distributors; credit 

period at retailer level is 30 days and at distributor level it is 45 days. 

Further, company has implemented channel financing through ICICI Bank; for distributors under channel 

financing, the receivables are just 11-12 days. 

 

Snippet Q2FY22 Concall- 

 
 

Snippet Q3FY23 Concall- 
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As of Q3FY23, Dollar has rolled out Lakshya project to 203 distributors out of its 1100+ total distributors. And 

there are initial signs of relative strong performance of distributors under Lakshya project. 

     

 

   

61

91

115

142

174
189

203

Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23

Distributors Under Project Lakshya

55

150
160

205

245

Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23

Distributors Under Channel Finance

6%
7%

9%

14%

16%
17%

6M-FY22 9M-FY22 FY22 Q1FY23 6M-FY23 9M-FY23

Lakshya Revenues % of Total Domestic Revenues

43%

19%

10%

-6%

6M-FY23 9M-FY23

Lakshay Volume Growth Overall Volume Growth

Lakshya Distributors are 

outperforming overall 

company significantly 

 

(Note: Lakshya growth is calculated 

after including total sale in an area 

before Lakshya project was 

implemented in that area, in the base 

period numbers.) 
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15%

-5%

7%

-11%

Q2FY23 Q3FY23

Lakshay Like-for-Like Volume Growth Page Industries Volume Growth

Lakshya Distributors are 

outperforming even 

Page Industries in 

recent difficult periods 

 

(Note: Lakshya like-for-like numbers 

represents growth for distributors 

which were present in Lakshya 

scheme last year as of Q2 & Q3 end) 

Distributors Feedback on Lakshya Project 

We have crosschecked management’s commentary with company’s distributors across multiple cities 

and the feedback has been very encouraging. All distributors we spoke to were enthusiastic on prospects 

of the project. Some notable comments from our interaction with distributors- 

▪ Earlier there were 15 distributors in Jaipur; under Lakshya scheme the company has only appointed 9 

distributors and has allocated areas & retailers. 

▪ Earlier used to sell primarily to semi-wholesalers, there was no concept of retailers. Semi-wholesalers 

are not company appointed & works with multiple brands. 

▪ Earlier we could sell to anyone in the state and thus there was under-cutting of prices. Used to work 

at 2-3% margins. Now the margins are fixed at 6% for basic products and 10% for premium products. 

▪ Billing to retailers is now done through company’s system at the price determined by the company, 

which ensures that each distributor gets the same margins as fixed by the company, not less & not 

more. 

▪ Earlier we used to make payments in 70-100 days, now there is a clear payment policy of 45 days with 

cash discounts of 3% for early payments. 

▪ Company has stopped dumping products on us. 

▪ Recently there was a separate distributor meet of only Lakshya distributors in Thailand. ~190 

distributors were present. Everyone said that their sales have increased after coming into the new 

scheme. Vector’s team was present at the meet seeking feedback on DMS (distributor management 

system). 

▪ Company produces 800-900 products, we used to sell only 40-50 basic products that are high volume 

items. We were not interested in selling premium products, but under new scheme we get very high 

margins and high rewards in premium products and so we are trying to sell premium products. 

Athleisure is seeing good traction, Force NXT not so much. 

▪ 85-90% of company’s sales come from basic products. Focus of company on premium products have 

come up only since last 2-years as new generation (all foreign educated) have come into company. 

▪ Earlier there were no reward points. 

▪ Retailers are now looking to sell Dollar products over Rupa & Lux on account of reward points. 
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We believe that overtime as the project gets rolled out to cover majority of company’s distribution network, 

we would see the underlying benefits & on-ground traction of the project reflect in overall numbers of the 

company in form of better sales growth, improving product mix, increasing margins, reducing receivable 

cycle and higher ROCEs. 

 

Rollout Targets for Project Lakshya- 

 

 

    

18%
25%

50%

70%

Q3FY23 (Current) FY23 FY24 FY25

Lakshya Rollout Targets (% of total distributors)

22%

60%

100%

Q3FY23 (Current) FY25 Long Run

Channel Finance Rollout Targets (% of total distributors)

120000

200000

400000

Current FY25 Long Run

Retail Reach Target (outlets)

100

Current FY25

Active Retailers per Distributor Target

150-200
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Reasons for Slower Roll-Out & Lack of Improvements in Overall Numbers? 

 

A. Bottom-Up Rollout Strategy 

Even though the company has rolled out the project to ~18% of its distributors by count, these distributors 

represent a much lower share of Dollar’s revenue pool; because in rolling out Project Lakshya, the company 

has followed a bottoms-up approach wherein it has started the rollout from smaller cities & towns and is 

then progressing upwards to larger cities/areas/distributors. 
 

Snippet Q2FY22 Concall- 

 

Our on-ground feedback has also confirmed this; in the state of Rajasthan the rollout has been happening 

for last 2-years and only after completing the roll-out is most of Rajasthan is when the company has in last 

few months rolled-out the scheme in the capital city of Jaipur. 

 

B. Disruption In the Industry 

Entire hosiery industry in India is currently facing dual challenges of poor growth and margins disruption. 

Like most commodities, Cotton also saw sharp increase post Covid which coupled with some pent-up 

demand resulted in higher volumes, higher realization and inventory gains for everyone in the industry; 

resulting in super normal profitability. 

Now with sharp correction in cotton prices and demand slowdown, companies are facing below normal 

profitability. 



 

 

16th February 2023 

 

DOLLAR INDUSTRIES 

 

 

 Q1FY22 Q2FY22 Q3FY22 Q4FY22  Q1FY23 Q2FY23 Q3FY23 

Revenue Growth-   

Page 76% 46% 28% 26% 167% 16% 3% 

Lux 31% 25% 23% -2% 36% 2% -30% 

Dollar 28% 52% 23% 21% 77% -12% -25% 

 
  

Volume Growth- 

Page 70% 43% 24% 9% 150% 7% -11% 

Lux 9.0% 2% 6M 6% 9M -1% 12M 14% 3% 6M -14% 9M 

Dollar 7% 21% 11% -1.5-2% 52% -16% -32% 

 
  

EBITDA % 

Page 7% 22% 21% 24% 22% 19% 16% 

Lux 21% 22% 21% 18% 13% 10% 7% 

Dollar 17% 17% 17% 15% 10% 9% 7% 

 
High Profitability Period 

Poor Profitability & Demand 

Slowdown 

 

All companies have indicated that they have exhausted high price inventory, and with softer base (Q4FY22 

was a soft quarter for everyone) & stable cotton prices, we expect sequential recovery for the industry in 

coming quarters. 
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Brand Revamp 

Along with revamp of its distribution model, Dollar has also revamped its brand identity in 2020 by 

introducing a new brand logo & architecture, wherein it has consolidated its various brands under sub-

categories of a single mother brand of Dollar. 

 

 

This brand consolidation will allow the company to improve overall brand recall as the main brand- Dollar 

would be common & fungible across various segments and it would also help the company to rationalize 

its A&P spends. 
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Expectations Going Ahead 

We believe that the transformation projects being undertake by the company on- Brand & Distribution will 

have substantial positive impact on company’s overall business; the positive impacts are already visible at 

the ground level. 

Dollar’s management has a target of Rs2000 crores topline with 17% EBITDA margins by FY25. We believe 

even if management is able to achieve these targets a year or so later than targeted, then also there is 

substantial upside to company’s earnings from current levels. 

The external environment is also conducive for Dollar as its biggest peer Lux is facing internal challenges. 

Our distributor interactions have confirmed that there has been a split between Lux’s promoters with some 

segregation of brands/segments and each of the two brothers are appointing additional distributors as well. 

We have bought Dollar at a market cap of ~2100 crores, which is <20x company’s normalized earnings. 

(Current TTM EBITDA margins at ~10% is lower than company’s normal margins of ~13% due to ongoing 

disruption at industry level) 

With improved growth, increased margins, improving working capital and higher ROCEs, we believe there is 

a sound case for valuations re-rating here. 

 

Risks 

A. Brand Risk 

The ownership of Dollar brand does not lies with the listed company, but with a private company of 

promoters- Dollar Brand Pvt Ltd.  

This kind of brand risk is something that has existed in most of India’s traditional businesses wherein 

business was setup as sole proprietorships with trademarks being registered in the name of promoters. And 

then decades later when the companies got listed and the need for ownership of the brand with the main 

company arises, it is very difficult to transfer the same given that there are large implications of stamp duty 

& income tax on the promoters for the sale. 

Dollar’s management has stated that they are working to get the brands transferred to the main company, 

wherein they have converted the erstwhile sole proprietorship- Bhawani Textiles into a private limited 

company- Dollar Brand Pvt Ltd and in next 2-3 years will look to merge Dollar Brand Pvt Ltd with Dollar 

Industries. 

But this non-ownership of brand continues to be a Tail Risk here. We have seen in the recent case of Vadilal, 

how the promoters can demand unreasonable sums of money for the brand. 
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B. Future Promoters Disputes 

Another risk associated with 2nd & 3rd generation run traditional family businesses in India is the eventual 

disputes between family members. And there are countless examples of such disputes between 2nd & 3rd 

generation brothers, including the recent example of peer Lux Industries. 

The risk is much higher wherein the family has just one core business, as that makes it difficult to have a 

proper separation between disputing family members. 

In case of Dollar, the business is currently run by four 2nd generation brothers and 3rd generation has also 

entered the business. Currently there are no disputes between the family members, but any future disputes 

is a tail risk here. 
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Note: Above chart indicates ratings assigned (including changes) over the period of coverage of stock.  
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Rating History

Dollar Industries Stock Price

Ratings Explanation: 

Buy: Expected total return (price appreciation plus dividend yield) of more than 10% over next 12 months. 

Hold: Expected total return (price appreciation plus dividend yield) of +/- 10% over next 12 months. 

Exit: No Further Coverage/Update on the stock. 

 

Conviction Rating: 

Conviction rating reflects our understanding of return:risk ratio of the underlying stock for next 12 

months. The rating is given within a range of 1-5 stars, wherein each higher star reflects a higher return:risk 

ratio; so, 1 star indicates a low return:risk ratio and 5 star indicates a high return:risk ratio. 

The rating is based on our qualitative understanding of how the four factors of- Price Action, Earnings 

Growth, Valuations & Perception will play out over next 12 months for the stock. 

Conviction ratings are to be read along with Buy & Hold ratings and no conviction rating is assigned for 

stocks with Exit rating. 

 

Note: Ratings are valid till changed. 

BUY  



 

 

16th February 2023 

 

DOLLAR INDUSTRIES 

 

 

Disclaimer & Disclosure 

Surge Capital is a trade/brand name used by Ankush Agrawal (Individual SEBI Registered Research Analyst 

INH000008941) to provide equity research services in the Indian Equity Markets. 

This report is for the personal information of the authorized recipient and does not construe to be any investment, 

legal or taxation advice to you. Ankush Agrawal/Surge Capital is not soliciting any action based upon it. This report 
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