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Entering new locations with new launches… 

Prabhat Dairy (Prabhat) is all set to enter new geographies (various 

northern, eastern, western and central Indian markets), primarily in the 

tier II and tier III towns with new value-added dairy products (VADPs). 

This is in line with the company’s strategy to increase the B2C share from 

30% in FY17 to 50% by FY20E. This would help the company increase its 

capacity utilisation substantially, mainly in the VADP category. We 

continue to maintain our revenue CAGR estimate of 16.0% over FY17-19E 

with EBITDA margin of 9.4% in FY19E. 

Increasing focus on VADPs and B2C business to aid growth 

Prabhat aims to double its retail revenue (from current | 500 crore) in the 

next two years through introducing new products and entering newer 

geographical locations. The company already has the required 

infrastructure - depots, dealers and distributor network – in place. Prabhat 

recently unveiled its new logo and is in the process of launching new 

VADPs such as cheese, paneer, shrikhand, curd, ice-cream, flavoured and 

ultra-heat treated milk pan India. It has reorganised its product portfolio 

under four categories - a) Health, b) Taste, c) Health Plus and d) Taste 

Plus. The ‘Health’ and ‘Taste’ categories would include milk, curd, lassi, 

chhaas, paneer, ghee & shrikhand. Further, as the name suggests ‘Health 

Plus’ category would have fortified UHT products focussing on enhancing 

the health offerings. On the flip side, the ‘Taste Plus’ category would cater 

to the indulgence category with ice creams and milk shakes portfolio. 

 

We continue to believe that with focus on a) the brand proposition, b) 

penetration in new markets (various tier II, tier III cities) and c) increase in 

utilisation levels of newly entered, high margin categories like cheese, ice 

cream, flavoured milk, curd and UHT, Prabhat would clock healthy 

revenue. We maintain our revenue CAGR estimate of 16.0% CAGR over 

FY17-19E to | 1898.4 crore in FY20E. Further, we believe that utilisation of 

newly entered categories like cheese, shrikhand & paneer, ice cream, 

flavoured milk, curd and UHT would improve to 45%, 65%, 65%, 60% 

and 55%, respectively, by FY19E. 

Lower milk procurement prices – short term relief 

The milk procurement price has come down by 11% over the past two 

months on account of peak supply (the peak cow milk supply season 

begins late- August or early-September). The price reduction has 

happened over three tranches and current procurement price stands at  

| 24/litre against | 27/litre in Q1FY18. We believe this would provide the 

company short-term relief and would aid in reporting better profitability. 

Additionally, the company is continuously working with farmers to bring 

down their cost by promoting use of maize silage as cattle feed. 

Maintain BUY; raise target price to | 165/share 

We maintain our estimates for Prabhat and expect revenues to grow at a 

CAGR of 16.0% with EBITDA margin of 9.4% in FY19E. Aided by a) no 

substantial increase in the interest cost (with completion of investment 

phase) and b) cumulative Indirect tax (GST / VAT) refund of ~42 cores in 

FY18E and FY19E, adjusted PAT is estimated to clock 43.8% CAGR over 

the same period. The recent updates about the company further give 

confidence. Hence, we raise our target price to | 165/share based on 

triangulated valuation. 
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 Rating matrix 

Rating : Buy

Target : | 165

Target Period : 12 months

Potential Upside : 23%
 

 

 What’s Changed? 

Target Changed from | 145 to | 165

EPS FY17E Unchanged

EPS FY18E Unchanged

Rating Unchanged
 

 
 

 Key financials 

| Crore FY16 FY17 FY18E FY19E

Sales 1,167.7 1,409.9 1,672.3 1,898.4

EBITDA 115.3 126.8 142.5 178.2

Net Profit 23.2 46.9 61.5 90.4

EPS (|) 2.4 3.6 4.9 7.4
 

 

 Valuation summary 

FY16 FY17 FY18E FY19E

P/E 56.6 27.9 21.3 14.5

Target P/E 69.4 34.2 26.1 17.8

Mcap/Sales 1.1 0.9 0.8 0.7

RoNW (%) 3.6 5.1 6.7 9.6

RoCE (%) 9.5 8.0 9.2 11.6
 

 
 

 Stock data 

Particular Amount

Market Capitalization (| Crore) 1,311.3

Total Debt (FY17) (| Crore) 319.3

Cash and Investments (FY17)  (| Crore) 165.6

EV (| Crore) 1,465.0

52 week H/L 150 / 91

Equity capital | 97.7 crore

Face value | 10
 

 

Price performance 

1M 3M 6M 12M

Prabhat Dairy (1.4)         (0.3)         7.0          7.8          

Parag Milk Foods 2.1          8.5          1.3          (17.0)       

Heritage 9.2          46.9        50.3        81.8        

Hatsun 18.3        16.3        39.7        118.9      

Kwality (13.1)       (31.8)       (36.6)       (32.8)       
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Recommendation history vs. Consensus 
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Source: Bloomberg, Company, ICICIdirect.com Research 

 

 

Top 10 Shareholders  Shareholding Pattern 

Rank Name Latest Filing Date % O/S Position (m) Change (m)

1 Nirmal Family Trust 30-Jun-17 45.5 44.4 0.0

2 Rabo Equity Advisors 30-Jun-17 14.4 14.0 0.0

3 Societe de Promotion et de Participation pour la Cooperation Economique 30-Jun-17 8.7 8.5 0.0

4 Vistra ITCL India, Ltd. 30-Jun-17 7.6 7.4 0.0

5 DSP BlackRock Investment Managers Pvt. Ltd. 30-Jun-17 3.5 3.4 0.5

6 Wasatch Advisors, Inc. 30-Jun-17 2.5 2.5 0.2

7 Styrax Commodities, Ltd. 30-Jun-17 1.9 1.8 0.0

8 Alternative Investment Management, LLC 30-Jun-17 1.2 1.1 1.1

9 Nirmal (Vivek Sarangdhar) 30-Jun-17 1.2 1.1 0.0

10 Nirmal (Sarangdhar Ramchandra) 30-Jun-17 1.2 1.1 0.0
 

 (in %) Jun-16 Sep-16 Dec-16 Mar-17 Jun-17

Promoter 44.2 44.4 44.4 48.9 48.9

FII 28.2 26.5 26.3 26.1 3.8

DII 3.5 3.3 2.9 3.9 3.6

Others 24.1 25.9 26.4 21.1 43.7
 

Source: Reuters, ICICIdirect.com Research 

 

Recent Activity 

Investor name Value Shares Investor name Value Shares

Alternative Investment Management, LLC 2.3m 1.13m HDFC Asset Management Co., Ltd. 0.23m 0.11m

DSP BlackRock Investment Managers Pvt. Ltd. 0.96m 0.48m

Wasatch Advisors, Inc. 0.4m 0.2m

Alquity Investment Management Ltd. 0.23m 0.11m

Van Eck Associates Corporation 0.01m 0m

Buys Sells

 

Source: Reuters, ICICIdirect.com Research 
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Financial summary 

 

Profit and loss statement | Crore 

 FY16 FY17 FY18E FY19E

Total operating Income 1167.7 1409.9 1672.3 1898.4

Growth (%) 16.3 20.7 18.6 13.5

Raw Material Expenses 928.3 1135.8 1319.1 1482.9

Employee Expenses 28.3 34.7 48.5 47.5

Other expenses 95.8 112.6 162.2 189.8

Total Operating Expenditure 1052.4 1283.1 1529.8 1720.2

EBITDA 115.3 126.8 142.5 178.2

Growth (%) 11.0 10.0 12.4 25.0

Depreciation 39.6 43.2 45.5 48.1

Interest 40.5 29.4 36.3 35.9

Other Income 1.5 1.3 4.6 3.6

PBT 36.6 55.4 65.3 97.8

Exceptional item 0 18.9 17.8 24.4

Total Tax 13.5 27.4 21.6 31.8

PAT 23.2 46.9 61.5 90.4

Growth (%) -11.7 51.2 38.1 49.7

EPS (|) 2.4 4.8 6.3 9.3

Adj. PAT 23.2 35.0 48.3 72.4

Adj. EPS (|) 2.4 3.6 4.9 7.4
 

Source: Company, ICICIdirect.com Research 

 

 

  Cash flow statement | Crore 

(Year-end March) FY16 FY17E FY18E FY19E

Profit After Tax 23.1 46.9 61.5 90.4

Add: Depreciation 39.9 43.2 45.5 48.1

(Inc)/dec in Current Assets 30.5 -79.4 -90.9 -75.6

Inc/(dec) in CL and Provisions -11.4 7.3 17.5 11.5

CF from operating activities 28.7 42.6 33.6 74.5

(Inc)/dec in Investments 0.0 0.8 0.0 0.0

(Inc)/dec in LT loans & advances 0.0 0.0 0.0 0.0

(Inc)/dec in Fixed Assets -32.2 -47.1 -55.0 -25.0

Others 2.2 0.0 0.0 0.0

CF from investing activities -24.3 -40.9 -21.4 -25.0

Issue/(Buy back) of Equity 300.0 0.0 0.0 0.0

Inc/(dec) in loan funds -253.2 200.1 5.0 15.0

Dividend paid & dividend tax -0.00567 -18.8 -30.7 -54.3

Inc/(dec) in Sec. premium

Others -59.8 -29.4 -36.3 -35.9

CF from financing activities -13.0 151.9 -62.0 -75.2

Net Cash flow -8.6 153.6 -49.8 -25.7

Opening Cash 20.3 12.0 165.6 115.8

Closing Cash 12.0 165.6 115.8 90.1
 

Source: Company, ICICIdirect.com Research 

 

 

 

 

Balance sheet | Crore 

(Year-end March) FY16 FY17 FY18E FY19E

Liabilities

Equity Capital 97.7 97.7 97.7 97.7

Reserve and Surplus 548.0 590.5 621.3 657.5

Total Shareholders funds 645.6 688.2 719.0 755.2

LT Borrowings & Provisions 119.3 319.3 329.3 349.3

Deferred Tax Liability 38.4 38.6 33.6 28.6

Others Non-current Liabilities 0.0 0.0 0.0 0.0

Total Liabilities 810.6 1063.4 1099.1 1150.3

Assets

Gross Block 545.9 590.9 632.5 687.5

Less: Acc Depreciation 132.7 175.9 221.5 269.6

Net Block 413.2 415.0 411.0 417.9

Capital WIP 24.5 26.5 40.0 10.0

Non-current Investments 0.0 0.0 0.0 0.0

LT loans & advances 75.0 80.8 91.6 104.0

Current Assets

Inventory 87.9 133.3 174.1 218.4

Debtors 226.3 271.1 343.6 395.3

Loans and Advances 75.0 80.8 91.6 104.0

Other Current Assets 7.0 19.9 22.9 26.0

Cash 12.0 165.6 115.8 90.1

Deferred Tax Assests 3.6 2.8 2.8 2.8

Current Liabilities

Creditors 52.1 53.8 68.7 78.0

Provisions 0.5 0.5 0.5 0.6

Short term debt & other CL 7.9 13.5 16.0 18.2

Application of Funds 810.6 1,063.4 1,099.1 1,150.3
 

Source: Company, ICICIdirect.com Research 

 

 

  Key ratios 

(Year-end March) FY16 FY17 FY18E FY19E

Per share data (|)

EPS 2.4 4.8 6.3 9.3

Cash EPS 6.4 9.2 11.0 14.2

BV 66.1 70.5 73.6 77.3

DPS 0.5 1.9 3.1 5.6

Cash Per Share 1.2 17.0 11.9 9.2

Operating Ratios (%)

EBITDA Margin 9.9 9.0 8.5 9.4

PBT / Total Operating income 3.1 3.9 3.9 5.2

PAT Margin 2.0 3.3 3.7 4.8

Inventory days 27.5 34.5 38.0 42.0

Debtor days 70.7 70.2 75.0 76.0

Creditor days 16.3 13.9 15.0 15.0

Return Ratios (%)

RoE 3.6 5.1 6.7 9.6

RoCE 9.5 8.0 9.2 11.6

Valuation Ratios (x)

P/E 56.6 27.9 21.3 14.5

EV / EBITDA 12.6 11.9 10.9 9.0

EV / Net Sales 1.2 1.1 0.9 0.8

Market Cap / Sales 1.1 0.9 0.8 0.7

Price to Book Value 2.0 1.9 1.8 1.7

Solvency Ratios

Debt/EBITDA 1.4 2.8 2.5 2.1

Debt / Equity 0.2 0.5 0.5 0.5

Current Ratio 6.6 7.5 7.4 7.7

Quick Ratio 5.1 5.5 5.4 5.4
 

Source: Company, ICICIdirect.com Research 
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RATING RATIONALE 

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICIdirect.com assigns ratings to its stocks according 

to their notional target price vs. current market price and then categorises them as Strong Buy, Buy, Hold and Sell. The performance 

horizon is two years unless specified and the notional target price is defined as the analysts' valuation for a stock. 

 

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction; 

Buy: >10%/15% for large caps/midcaps, respectively; 

Hold: Up to +/-10%; 

Sell: -10% or more; 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

  

ICICIdirect.com Research Desk, 
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Mumbai – 400 093 
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We /I, Sanjay Manyal, MBA (Finance) and Tejashwini Kumari, MBA (Finance), Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our 

views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.  

 

Terms & conditions and other disclosures: 

 

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a Sebi registered Research 

Analyst with Sebi Registration Number – INH000000990. ICICI Securities is a wholly-owned subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset 

management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com. 

 

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship with a 

significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or 

derivatives of any companies that the analysts cover. 

 

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected recipient 

and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to 

update the information herein on a reasonable basis, ICICI Securitiesis under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. 

Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might 

be acting in an advisory capacity to this company, or in certain other circumstances. 

 

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein is solely 

for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial 

instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this 

report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may 

not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of 

independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI 

Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to 

understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. 

 

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.  

 

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-managing 
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ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the 

research report.  

 

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this report. 

It is confirmed that Sanjay Manyal, MBA (Finance) and Tejashwini Kumari, MBA (Finance), Research Analysts do not serve as an officer, director or employee of the companies mentioned in the report. 
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