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o Britannia Industries Ltd (BIL) is one of the leading food companies in India which has a 130-year legacy of creating snacks. It has a

wide product portfolio that caters to Biscuits, Snacking, Breads, Cakes, Rusk and Dairy products and its operations are spread

across ~80 countries. Good Day, Tiger, NutriChoice, Milk Bikis and Marie Gold are some of its key brands.

Innovation and marketing to remain key growth drivers: BIL expects growth from its new categories (Wafers, Croissants, Snacking
and Drinks) and new product launches. During FY23, the company brought 24 innovations considering consumers’ needs. It
entered into i) a new category of crackers by launching the BisCafe, potazos, ii) NutriChoice launched 3 new products- Nutrichoice

Seeds, Herbs and Protein Cookies, iii) forayed into the western snacking space with the launch of all new Treat Croissant (a popular
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European Snack made available to Indian consumers), iv) Winkin’ Cow brand released a new advertisement for its Thick Shakes
products, iv) Britannia’s JV with Bel SA would enable the company to offer its cheese products to Indian consumers, the same
would be produced at its plant located at Ranjangaon, Maharashtra. In terms of marketing, it continued to focus on its core brands
with advertising campaigns such as Good Day, Bourbon, Pure Magic. Also, it has been doing campaigns on key brands like Marie,
Milk Bikis, 50-50, Treat Croissant and milkshakes. Overall advertising expenses were increased from ~3% in FY22 to 4%-4.2% in

FY23 which is expected to be in the same range in FY24.

Emerging adjacent businesses driving the overall momentum: BIL has delivered robust growth in its adjacent businesses i.e.
Bakery, Dairy (Nov‘22- formed JV with Bel SA), Croissant (2018- formed JV with Chipita) and its International markets. Its ‘Winkin
Cow’ brand for beverages continues to grow backed by distribution and it has further launched “Britannia the Laughing Cow”
Cheese in dairy segment during Q1FY24. In Bakery segment, it has observed profitable growth in Breads while growth recovery in
Rusk led by strengthened portfolio in regional markets and Cakes with innovation. In FY23, it has entered into new geographies
such as Egypt, Kenya, Uganda and Nepal to expand its international presence. Kenya business is being stabilized where it has
acquired 51% stake in Kenya based Kenafric Biscuits Limited in July’22. Middle East & Africa, Nepal and Egypt has delivered high
double digit growth with improved margins in FY23 while Rest of India business grew by double digit profitable growth.
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» Front-runner in market share driven by strengthened distribution: Britannia Industries has gained market share since FY17 and
remained a leader when compared with its largest and 2" largest competitors despite increased competition. Distribution
expansion remained a key strategy for company’s overall growth where it mainly focused to develop its deep rural presence. So far,
it has reached rural market with 28.2K rural preferred dealers (~7x in 10 years). Also, it has expanded its direct coverage with 26.7
lakh direct outlets (~4x in 10 years). In terms of states, it is focusing on Rajasthan, Gujarat, Madhya Pradesh & Uttar Pradesh as a

part of its growth strategy where it is growing faster compared to growth witnessed in rest of India.

> Emphasis on bringing cost efficiencies resulted into improved profitability: During FY23, BIL has further expanded its in-house
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manufacturing capacity by adding manufacturing lines of Biscuit and Rusk in Khurda and Ranjangaon factories. BIL's own
manufacturing has increased from 35% in 2012-13 to 65% in 2022-23 with the addition of 9 manufacturing units across India and
one in Nepal. It has commissioned two large greenfield factories in Tirunelveli, TN and Barabanki, UP. In order to expand its
International Business, BIL commenced its local manufacturing operations in Kenya with the aim to cater Eastern Africa region.
Egypt saw an upsurge in revenues through local contract manufacturing operations and it further aims to scale up the volumes.

The strategy was in execution since a decade ago as a structural shift towards bringing cost efficiencies.

In continuation to this, BIL has initiated several cost reduction initiatives through improvements in supply chain operations,
material sourcing etc. The company has set a target to achieve 7x cost reduction compared to FY14 levels which was reported at 5x

in FY21. As a result, operating margins have seen substantial improvement from 10%-11% in FY14-15 to 17%-19% in FY23.

»-Valuation: A market leader in the food segment and its ability to compete in the domestic as well as international market, makes
BIL a prominent player in the industry. Revenue / Adj PAT grew by 12% / 11% CAGR between FY20-23 which reported at Rs. 16,301
cr / Rs. 1,941 cr, respectively. FY23 Operating margins improved at 17% (+179 bps yoy) and ROE stood at 76% vs 50% in FY22.
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E Recently, the stock price has seen correction of ~16% from its peak levels. BIL has delivered muted performance in Q1FY24 this
@) was largely due to i) flat volumes amid sluggish demand, ii) reduction in input costs intensified competition from local players, iii)
o
% sequential margins contraction of ~250 bps due to company’s correction in product prices and grammage addition during the
N guarter end. Company’s profitability improved on yoy basis on account of company’s cost saving initiatives and decline in
- commodity prices.
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healthy profits. We value the stock at 52x PE to FY25E EPS to ——BIL PE(x) = Average SD+1 SD-1
arrive at a target of Rs. 5,473 /share with an upside of 21.9%. Source: Ace Equity, NirmalBang Equity Research
Figures in Rs Cr
Year Revenues Growth EBITDA Margin  Adj. PAT Growth EPS PE ROE
FY22 14,136 7.6% 2,202 15.6% 1,517 -18.1% 62.97 50.9 59.60%
FY23 16,301 15.3% 3,263 20.0% 1,941 27.9% 80.56 53.7 65.70%
FY24E 17,570 7.8% 3,092 17.6% 2,196 13.2% 91.17 49.2 56.54%

FY25E 19,502 11.0% 3,530 18.1% 2,535 15.4% 105.24 42.6 56.15%
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Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are for
private circulation only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having
Registration no. INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India Limited, BSE
Limited, Metropolitan Stock Exchange of India Limited, Multi Commodity Exchange of India Limited and , National Commodity
and Derivative Exchange Limited in Capital Market , Equity and Commodities derivatives segments and Currency Derivatives
Segment .

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times,
have different or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in
securities Market since last 20 years. NBSPL, its associates or analyst or his relatives do not hold any financial interest (Except
Investment) in the subject company. NBSPL or its associates or Analyst do not have any conflict or material conflict of interest
at the time of publication of the research report with the subject company. NBSPL or its associates or Analyst or his relatives
may or may not hold beneficial ownership of 1% or more in the subject company at the end of the month immediately
preceding the date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of
the company covered by Analyst during the past twelve months. NBSPL or its associates have not received any compensation or
other benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not
served as an officer, director or employee of Subject Company. NBSPL / analyst has not been engaged in market making
activity of the subject company.

Analyst Certification: The research analysts and authors of these reports, hereby certify that the views expressed in this
research report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or industries.
It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the
inclusion of specific recommendations or views in this research. The analyst(s) principally responsible for the preparation of
this research report and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.
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The Research Report is for the personal information of the authorized recipient and does not construe to be any investment,
legal or taxation advice. NBSPL is not soliciting any action based upon it. Nothing in the research report shall be construed as
a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any such transaction. In
preparing the research report, we did not take into account the investment objectives, financial situation and particular
needs of the reader.

The research report has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or
in part, or distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use
or disclose the information in the research report in any way. Though disseminated to all the customers simultaneously, not
all customers may receive the research report at the same time. NBSPL will not treat recipients as customers by virtue of
their receiving the research report. The research report is not directed or intended for distribution to or use by any person or
entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be
contrary to law, regulation or which would subject NBSPL & its group companies to registration or licensing requirements
within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation
or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to
correct or update the information or opinions in it. NBSPL or any of its affiliates or employees shall not be in any way
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in
the research report. NBSPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty
of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of
merchantability, fitness for a particular purpose, and non-infringement. The recipients of the research report should rely on
their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or
refrain from making modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to
providing independent and transparent recommendations to its clients, and would be happy to provide information in
response to specific client queries.
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Before making an investment decision on the basis of research report, the reader needs to consider, with or without the
assistance of an adviser, whether the advice is appropriate in light of their particular investment needs, objectives and
financial circumstances. There are risks involved in securities trading. The price of securities can and does fluctuate, and an
individual security may even become valueless. International investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations and international stock market or economic conditions, which may
adversely affect the value of the investment. Opinions expressed are subject to change without any notice. Neither the
company nor the director or the employees of NBSPL accept any liability whatsoever for any direct, indirect, consequential or
other loss arising from any use of the research report and/or further communication in relation to the research report. Here it
may be noted that neither NBSPL, nor its directors, employees, agents or representatives shall be liable for any damages
whether direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in
connection with the use of the information contained in the research report.

Copyright of this document vests exclusively with NBSPL

Our reports are also available on our website www.nirmalbang.com

Registration granted by SEBI and certification from NISM in no way guarantee performance of NBSPL or provide any assurance
of returns to investors.
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