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Resilient Performance; Maintain Accumulate 
 Nestlé’s Q4CY20 revenues came in line with our estimates with 10% 

volume and mix growth in the domestic market. 

 In-house consumption brands witnessed double digit growth – 
supported by improved supply situation. Out of home categories 
continues to report sequential improvement.  

 E-com business (3.7% contribution) witnessed strong acceleration with 
111% growth. Exports decreased 7.7% YoY. 

 We have marginally tweaked our CY21E and CY22E EPS estimates at Rs 
259 (-2.0%), Rs 290 (-1.5%) respectively to factor in Q4 performance. 
Considering niche play and unique positioning in multiple categories, 
we believe that the stock would continue to command higher premium 
compared to peers. Valuing the stock at 60x CY22E EPS, we have 
arrived at TP of Rs 17,667. Maintain Accumulate. Buy on dips. 

Revenues in line; APAT was a miss 
Net Sales stood at Rs 34.3bn, up 9.0% YoY in Q4CY20. EBITDA increased by 
12.0% YoY to Rs 7.8bn. EBITDA margin expanded by 60bps to 22.6% as 
230bps expansion in GM was partially offset by 150/20bps increase in 
employee cast/other expenses. RM costs decline can be largely attributed 
to benign dairy prices. Increase in employee cost is attributed to higher 
incentives in view of COVID and finalisation of long-term compensation 
arrangements for most factory employees. Other expenses remained 
stable due to reduction in overheads with restricted operations. APAT 
increased 2.3% YoY to Rs 4.8bn – below our estimates.  

Double digit growth continues in domestic market 
During Q4CY20, domestic business posted 10.1% increase driven by 
volume and mix growth. Though Out of Home categories continued to 
witness headwinds, higher sales of MAGGI Noodles, MAGGI Sauces, 
KITKAT, NESCAFÉ CLASSIC & NESCAFÉ SUNRISE boost overall sales. With 
increasing contribution of e-com, overall portfolio is expected to gain 
traction. Further, the company plans to invest Rs 26bn in existing facilities 
and greenfield facility in Sanand over 3-4 years likely to strengthen supply. 
We believe that this would help the company to boost production to 
maintain consistent growth in coming years 
 
Q4CY20 Result (Rs Mn) 

Particulars Q4CY20 Q4CY19 YoY (%) Q3CY20 QoQ (%) 

Revenue 34,326 31,493 9.0 35,417 (3.1) 

Total Expense 26,555 24,552 8.2 26,581 (0.1) 

EBITDA 7,770 6,941 12.0 8,836 (12.1) 

Depreciation 955 936 2.1 911 4.8 

EBIT 6,815 6,005 13.5 7,925 (14.0) 

Other Income 306 447 (31.5) 345 (11.2) 

Interest 420 311 34.9 405 3.8 

EBT 6,702 6,141 9.1 7,865 (14.8) 

Tax 1,869 1,415 32.1 1,994 (6.3) 

RPAT 4,833 4,726 2.3 5,871 (17.7) 

APAT 4,833 4,726 2.3 5,871 (17.7) 

   (bps)  (bps) 

Gross Margin (%) 59.1 56.8 231 58.1 99 

EBITDA Margin (%) 22.6 22.0 60 24.9 (231) 

NPM (%) 14.1 15.0 (93) 16.6 (250) 

Tax Rate (%) 27.9 23.0 485 25.4 253 

EBIT Margin (%) 19.9 19.1 79 22.4 (252) 
 

 

CMP Rs 17,217 

Target / Upside Rs 17,667 / 3% 

NIFTY 15,314 

Scrip Details  

Equity / FV Rs 964mn / Rs 10 

Market Cap Rs 1,660bn  

 USD 23bn 

52-week High/Low Rs 18,844/ 12,200 

Avg. Volume (no) 141,287 

Bloom Code NEST IN 

Price Performance 1M 3M 12M 

Absolute (%) (3) 2 5 

Rel to NIFTY (%) (3) 2 12 
 

Shareholding Pattern 

 Jun'20 Sep'20 Dec'20 

Promoters 62.8 62.8 62.8 

MF/Banks/FIs 8.7 8.7 7.7 

FIIs 12.1 12.1 12.8 

Public / Others 16.4 16.4 16.7 
 

Valuation (x) 

 CY20A CY21E CY22E 

P/E 79.7 66.5 59.4 

EV/EBITDA 51.1 43.5 39.1 

ROE (%) 105.4 108.4 92.5 

RoACE (%) 110.2 113.5 97.3 
 

Estimates (Rs mn) 

 CY20A CY21E CY22E 

Revenue 133,500 149,564 164,785 

EBITDA 32,014 37,480 41,444 

PAT 20,824 24,979 27,953 

EPS (Rs.) 216.0 259.1 289.9 
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 Actual V/s DART estimate 

Rs mn Actual Estimates Variance (%) Comments 

 Revenue  34,326 34,604 (0.8)  

 EBITDA  7,770 8,492 (8.5)  

 EBITDA margin %  22.6 24.5 (190) Employee and other expenses 
were higher than estimates 

 APAT  4,833 5,643 (14.3) Cascading effect of lower than 
expected EBITDA 

Source: Company, DART 

 Change in estimates 
 CY21E CY22E 
 New Old Change % New Old Change % 

Revenue 149,564  149,923             (0.2) 164,785  165,181             (0.2) 
EBITDA 37,480  37,569             (0.2) 41,444  41,528             (0.2) 
EBITDA Margin 25.1  25.1   0 bps  25.2  25.1   0 bps  
PAT 24,979  25,489             (2.0) 27,953  28,385             (1.5) 
EPS (Rs) 259.1  264.4             (2.0) 290.0  294.5             (1.5) 

Source: Company, DART 

 
 Net Sales and Growth Trend   EBITDA and EBITDA Growth Trend 

 

 

 
Source: Company, DART  Source: Company, DART 

 
 Gross margin (%)   EBITDA margin (%) 

 

 

 
Source: Company, DART  Source: Company, DART 
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 Net Profit and Growth Trend   Revenue Breakup (CY19) 

 

 

 
Source: Company, DART  Source: Company, DART 
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Profit and Loss Account     

(Rs Mn) CY19A CY20A CY21E CY22E 

Revenue 123,689 133,500 149,564 164,785 

Total Expense 94,430 101,485 112,084 123,340 

COGS 52,239 56,739 62,300 68,841 

Employees Cost 12,582 15,010 16,811 18,155 

Other expenses 29,609 29,737 32,974 36,344 

EBIDTA 29,259 32,014 37,480 41,444 

Depreciation 3,702 3,704 3,970 4,031 

EBIT 25,557 28,311 33,510 37,413 

Interest 1,291 1,642 1,806 1,987 

Other Income 2,469 1,459 1,677 1,929 

Exc. / E.O. items 0 0 0 0 

EBT 26,735 28,127 33,381 37,355 

Tax 7,050 7,304 8,402 9,402 

RPAT 19,684 20,824 24,979 27,953 

Minority Interest 0 0 0 0 

Profit/Loss share of associates 0 0 0 0 

APAT 19,684 20,824 24,979 27,953 

     

Balance Sheet     

(Rs Mn) CY19A CY20A CY21E CY22E 

Sources of Funds     

Equity Capital 964 964 964 964 

Minority Interest 0 0 0 0 

Reserves & Surplus 18,358 19,229 24,928 33,601 

Net Worth 19,323 20,193 25,892 34,565 

Total Debt 531 348 348 348 

Net Deferred Tax Liability 180 199 199 199 

Total Capital Employed 20,034 20,740 26,439 35,112 

     

Applications of Funds     

Net Block 22,267 23,264 21,294 21,263 

CWIP 1,433 1,685 4,685 7,685 

Investments 7,436 7,408 7,408 7,408 

Current Assets, Loans & Advances 38,641 42,313 47,848 58,618 

Inventories 12,831 14,164 15,502 17,080 

Receivables 1,243 1,649 1,632 1,798 

Cash and Bank Balances 13,081 17,699 21,912 30,938 

Loans and Advances 594 597 597 597 

Other Current Assets 818 975 975 975 

     

Less: Current Liabilities & Provisions 49,744 53,930 54,795 59,861 

Payables 14,947 15,165 14,279 15,732 

Other Current Liabilities 34,797 38,765 40,517 44,129 

sub total     

Net Current Assets (11,103) (11,617) (6,948) (1,243) 

Total Assets 20,034 20,740 26,439 35,112 

E – Estimates 
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Important Ratios     

Particulars CY19A CY20A CY21E CY22E 

(A) Margins (%)     

Gross Profit Margin 57.8 57.5 58.3 58.2 

EBIDTA Margin 23.7 24.0 25.1 25.2 

EBIT Margin 20.7 21.2 22.4 22.7 

Tax rate 26.4 26.0 25.2 25.2 

Net Profit Margin 15.9 15.6 16.7 17.0 

(B) As Percentage of Net Sales (%)     

COGS 42.2 42.5 41.7 41.8 

Employee 10.2 11.2 11.2 11.0 

Other 23.9 22.3 22.0 22.1 

(C) Measure of Financial Status     

Gross Debt / Equity 0.0 0.0 0.0 0.0 

Interest Coverage 19.8 17.2 18.6 18.8 

Inventory days 38 39 38 38 

Debtors days 4 5 4 4 

Average Cost of Debt 292.5 373.4 519.0 570.9 

Payable days 44 41 35 35 

Working Capital days (33) (32) (17) (3) 

FA T/O 5.6 5.7 7.0 7.7 

(D) Measures of Investment     

AEPS (Rs) 204.2 216.0 259.1 289.9 

CEPS (Rs) 242.5 254.4 300.2 331.7 

DPS (Rs) 368.8 196.0 200.0 200.0 

Dividend Payout (%) 180.7 90.7 77.2 69.0 

BVPS (Rs) 200.4 209.4 268.5 358.5 

RoANW (%) 70.2 105.4 108.4 92.5 

RoACE (%) 72.7 110.2 113.5 97.3 

RoAIC (%) 179.2 566.5 885.5 859.9 

(E) Valuation Ratios     

CMP (Rs) 17217 17217 17217 17217 

P/E 84.3 79.7 66.5 59.4 

Mcap (Rs Mn) 1,660,092 1,660,092 1,660,092 1,660,092 

MCap/ Sales 13.4 12.4 11.1 10.1 

EV 1,637,468 1,635,512 1,631,298 1,622,273 

EV/Sales 13.2 12.3 10.9 9.8 

EV/EBITDA 56.0 51.1 43.5 39.1 

P/BV 85.9 82.2 64.1 48.0 

Dividend Yield (%) 2.1 1.1 1.2 1.2 

(F) Growth Rate (%)     

Revenue 9.5 7.9 12.0 10.2 

EBITDA 11.3 9.4 17.1 10.6 

EBIT 12.0 10.8 18.4 11.6 

PBT 10.1 5.2 18.7 11.9 

APAT 22.5 5.8 20.0 11.9 

EPS 22.5 5.8 20.0 11.9 

     
Cash Flow     

(Rs Mn) CY19A CY20A CY21E CY22E 

CFO 27,168 26,834 28,493 35,306 

CFI 6,731 (2,080) (5,000) (7,000) 

CFF (35,417) (19,214) (19,280) (19,280) 

FCFF 24,825 21,882 23,493 28,306 

Opening Cash 16,101 13,081 17,699 21,912 

Closing Cash 13,081 17,699 21,912 30,938 

E – Estimates



 

 

 

   
 

 
DART RATING MATRIX  

Total Return Expectation (12 Months)  

Buy > 20% 

Accumulate 10 to 20% 

Reduce 0 to 10% 

Sell < 0% 

 
 

Rating and Target Price History 

 

 

 Month Rating TP (Rs.) Price (Rs.) 

Jul-20 Reduce 16,813 16,598 

Oct-20 Accumulate 17,667 15,865 

    

    

    

    

    

    

    

    

    

    
*Price as on recommendation date 

   

DART Team 
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Amit Khurana, CFA Head of Equities amit@dolatcapital.com +9122 4096 9745 

CONTACT DETAILS 

Equity Sales Designation E-mail Direct Lines 
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Equity Trading Designation E-mail  
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