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Britannia Industries Ltd. - BRITANNIA

Rating: BUY

Ticker: BRITANNIA 2QFY19 Result Update

CMP: Rs. 2986

Target: Rs.3427 The Company reported good set of 2QFY19 numbers on all
Upside: 15% counts on a yearly as well as on a quarterly basis. The topline of

the company grew by 12% Y-o-Y and 13% Q-0-Q to Rs.2,913 Crs

k
S e in 2QFY19 as against Rs.2596 Crs in 2QFY18. EBITDA for the

Sector FMCG .
quarter grew by 16% both on a sequential as well as on a yearly
No. of shares 12 Crs . . . .
PV (Rs) ) basis to Rs. 498 Crs in 2QFY19 as against Rs.428 Crs in 2QFY18.
PAT for the quarter grew by 17% Q-0-Q and 16% Y-o-Y to Rs. 303
MCAP (Rs) 71,817 Crs
Crs in 2QFY19 as against Rs. 261 Crs in 2QFY18. EBITDA Margin
MCAP ($) 20 Crs

increased by 43bps Q-0-Q to 17% as against 16.50% in 2QFY18.
PAT Margin increased by 35 bps Y-o-Y to 10.40% in 2QFY19 as
against 10.05% in 2QFY18.

Key Financials (Rs. in Crs)

Y/E March FY18A | FY19E | FY20E Strong Volume Growth

Revenue 10,156 | 11,375 | 12,853 The strong volume growth is primarily driven by positive
EBITDA 1667 1820 2185 momentum in the market. The jump in the top-line is owing to
PAT 1003 1137 1285 the jump of 12% Y-o-Y growth in its volume. Britannia for the 4"
EPS /sh. 83.65 94.79 | 107.11 consecutive quarter reported a volume growth in double digits.
BV /sh. 283 312 358 We feel on account of the premiumisation of products portfolio
P/BV (x) 21.04 19.13 | 16.63 and continuation of strong demand both in the rural and urban
PE  (x) 71.39 63 55.75 area will lead to continuation of double digit volume growth in
ROE 29% 30% 30% the upcoming quarters.

Outlook & Valuations

Shareholding Pattern
BRITANNIA has been one of the most stable performers and has

Promoters °0.60% been growing at a CAGR of above 20% on a bottom-line over a
Fils 18.05% period of 5 years from FY14-18. Britannia has a good distribution
Dlls 5.96% network which helps it outperform the industry. Currently the
Others 25.3% stock is trading at a PE multiple of 55x on an FY20 E basis. On
account of its track record of maintaining stable performance
BRITANNIA and various new product launches, we would like to allot a PE
4,000 multiple of 64x on an FY20E basis to bring it to a target price of
e Rs. 3427.
2,000
m Quarterly Financial Highlight Table (Rs. In Crs)
09 D P S S PP S DS S Particulars ~ 2QFy19  1QFY19  2QFY18 a/Q Y/Y FY2018
e gy Revenue 2913 2585 2596 13% 12% 10156
EBITDA 498 431 428 16% 16% 1667
PAT 303 258 261 17% 16% 1003
Research Analyst EPS 25.22 21.51 21.73 17% 16% 83.65
:::2.::2';:@indiabulls.com EBITDAM 17.11% 16:68% 16:50% 43 bps 61 bps 17%
PAT M 10.40% 9.98% 10.05% 42 bps 35 bps 10%
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Investment Rationale
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o | - % period of 5 years. The top-line has been consistently growing
N _ _ _ _ = at a CAGR of 11% over a period of 5 years from FY13-18. Its
201 2015 2016 2017 2018 bottom-line has been growing at a CAGR of good 31% over the

[ Revenue == Revenue Growth same period of 5 years from FY13-18. The core reason for this

sustainable growth is due to continuation of highly innovated
products, efficiently maintaining its cost and good distribution
network. We believe Britannia will continue to maintain its
CAGR in the coming years as well on account of the

1800 o - 18% introduction of new products.
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- 8% Though there is a marginal rise in the raw-material prices,

I z: Britannia’s margin expanded due to low-priced inventory and

I ;: a better product mix. We believe the margin expansion will

2014 2015 2016 2007 2018 continue, on account of price hikes, its accelerated cost-saving
[ ESTDA ST EBTDAM programs, premiumisation and a higher share of its

international business. Management aims to increase in-house
manufacture to 65% from currently 55% which will further
expand margins.

3. New launches underway

1200 - r 1% The company is looking to launch more than 25 new products
10% . . .

1000 - o % 9% - 10% over the next two vyears. This also includes enhancing

200 - L% innovation in categories such as Sandwich cream biscuit which

6% will bridge the gap between biscuit and chocolate. The

company is also evaluating Karachi biscuits—traditionally the
forte of regional players. Britannia believes the key is to have
six months’ shelf life along with an affordable price to capture
market share from unorganized players. Other launches in the
pipeline which are being evaluated are chocolate coated Marie
biscuits, mango flavoured Tiger biscuits, granola bars, protein-
filed biscuits and multiple variants of cheese.
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Britannia is the value leader in the
biscuit category and is a 100 year old
brand in India

Britannia is focused on driving growth
through its 7 power brands — GoodDay,
Tiger, Marie, Milk Bikis, 50:50, Treat
and Nutri Choice

Rural slowdown is also a major risk which
the company will have to face

Rise in inflation will lead to increase in the
raw material prices

The company is aiming at reducing the
gap with parle and is able to do so by
its innovative products which will lead
to increase in its market share

On account of its track record of
maintaining stable performance and
various new product launches, we
would like to allot a PE multiple of 64x
on an FY20E basis to bring it to a target
price of Rs. 3427.

Britannia is the value leader in the biscuit category and is
a 100 year old brand in India. Britannia has a presence in
the biscuit, bread, cakes, rusk and dairy segment. In
biscuits the company has brands like Good Day, Crackers,
Nutrichoice, Marie Gold, Tiger, Milk Bikis, Jim Jam,
Bourbon, Little Hearts, Pure Magic and Nice Time. These
brands are present in close to 3.6mn outlets. Britannia is
focused on driving growth through its 7 power brands —
GoodDay, Tiger, Marie, Milk Bikis, 50:50, Treat and Nutri
Choice. Britannia is present in dairy with value added
products like cheese, yogurt, flavoured milk, butter etc
and plans to go for full integration of this business.

Risk & Concerns

1. Rise in inflation will lead to increase in the raw
material prices like wheat, flour, milk which can lead
to pressure on the gross margins.

2. Rural slowdown is also a major risk which the
company will have to face. Biscuits are highly
penetrated category and any slowdown in the rural
demand can be a risk to the company. rural areas, will
lead to slowing of the category growth rates

Outlook & Valuations

BRITANNIA has been one of the most stable
performers and has been growing at a CAGR of above
20% on a bottom-line over a period of 5 years from
FY14-18. Britannia is not only launching new products
but also revamping its old brands. Britannia has a good
distribution network which helps it outperform the
industry. The company is aiming at reducing the gap
with parle and is able to do so by its innovative
products which will lead to increase in its market
share. Currently the stock is trading at a PE multiple of
55x on an FY20 E basis. On account of its track record
of maintaining stable performance and various new
product launches, we would like to allot a PE multiple
of 64x on an FY20E basis to bring it to a target price of
Rs. 3427.
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Analyst Stock Rating
Ratings Expected absolute returns over 12 months
BUY >15%

HOLD 10- 15%
REDUCE <10%

Research Analyst:
Foram Parekh — Fundamental Analyst — Equity Email: foram.parekh@indiabulls.com

Indiabulls Ventures Limited is a SEBI Registered Research Analyst having registration number: INH100004906

Disclosure:
We /I,Foram Parekh, Mba author(s) hereby certify that all of the views expressed in this research report accurately reflect my/our views about the subject issuer(s) or
securities. We/l, also certify that no part of our/my compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

Research Analyst or his/her relative or Indiabulls Ventures Limited does not have any financial interest in the subject company. Also Research Analyst or his relative or
Indiabulls Ventures Limited or its Associate may have beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding the date
of publication of the Research Report. Further Research Analyst or his relative Indiabulls Ventures Limited or its associate does not have any material conflict of interest.

Disclaimer:

This document has been prepared by Indiabulls Ventures Limited (IVL), for use by the recipient as information only and is not for circulation or public distribution.
This document is published in accordance with Regulation 18 of the SEBI (Research Analysts) Regulations, 2014 & IVL research analysts have adhered to the code
of conduct under Regulation 24 (2) of the SEBI (Research Analysts) Regulations, 2014. IVL researches, aggregates and faithfully reproduces information available in
public domain and other sources, considered to be reliable and makes them available for the recipient through this document. However, IVL make no
representations or warranties of any kind, express or implied, about the completeness, accuracy, reliability, suitability or availability, error, omissions with respect
to the information contained in this document. Recipients should be aware that past performance is not necessarily a guide for future performance & value of
securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such
securities/financial instruments. Nothing in this document constitutes investment, legal, accounting and/or tax advice or a representation that any investment or
strategy is suitable or appropriate to recipients’ specific circumstances. Anything contained in, not contained in, assumed to be implied, warranted, excluded from
being warranted or vaguely alluded to shall not be attributed to, blamed upon, or otherwise associated with IVL nor IVL shall be responsible, accountable,
discountable, or in presence or absence thereof for any liability arising from the use of this document. IVL, its directors and/or employees doesn’t accepts any
liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this
research.

IVL directors/employees and its clients may have holdings in the stocks mentioned in the document. This report is based on technical, fundamental and derivative analysis
on studying charts of a stock's price movement, outstanding positions and trading volume, as opposed to focusing on a company's fundamentals and, as such, may not
match with a report on a company's fundamentals.
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