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Premiumisation to drive earnings in medium term... %@f@
About the stock: Radico Khaitan (earlier Rampur Distillery Company) is among the Radico Khaitan Limited )
largest manufacturers of Indian made foreign liquor (IMFL) in India. The company is m _g
also a supplier of Indian made Indian liquor (IMIL) and bulk alcohol in India. o
Particulars Amount D
e IMFL segment comprises ~80% of consolidated revenues. The rest is Market Capitalisation (% cr) 12674 é
contributed by IMIL and bulk alcohol Total Debt FY22  cr) 190 g
e P&A volumes contribute 30% to overall IMFL volumes (rest by popular) Cash & Investments FY22 (X cr) 110 g
EV (% cr) 12754 (&b
Q1FY23 Results: Radico’s QoQ margins rebounded. 52 \_N%k I-_I'gh /Low R) 1294723
Equity Capital (% cr) 27
e Revenues de-grew 7% QoQ to X 757 crore (IMFL volume de-grew 7% QoQ) Face Value (Z cr) 20

e However, EBITDA grew 16% to ¥ 93 crore with margins at 12.2% (240 bps

QoQ expansion) Shareholding pattern
e Subsequently, PAT grew 24% to 62 crore (in%) Sep-21 Dec21 Mar-22 Jun-22
Promoter  40.3  40.3 40.3  40.3
What should investors do? Radico fared well against the rising inflationary trends Others 50.7 597 597 59.7

in Q1 compared to its peers (which saw contraction in margins). Going forward, the
management intends to capitalise on the momentum by pushing its premium

volumes and also securing its raw material requirement, thereby exuding resilience 1400 30000
in medium to long term 1200 25000
1000 20000
e We remain positive on the stock and maintain our BUY recommendation ggg 15000
. . ) 400 10000
Target Price & Valuation: We value the stock at % 1100 i.e. 38x P/E on FY24E EPS 200 _I 5000
o . . . Lo
Key triggers for future price performance: Newer capacities would ensure 5 3 3 3 3
enough availability of grain based ENA to address Radico’s higher growth Radi BSE 500
aaico E—

expectations (expect margins to remain at elevated levels).

e Pan-India launch of new super premium spirits and gaining favourable Recent event & key risks

foothold in the fast growing segment ] .
e De-bottlenecking and expansion

e Continued launches in premium whisky space of Radico facilities

e Backend integration for premium products (FY24 onwards) e Key Risk: (i) Higher inflation in

ENA and glass prices, (ii) State

Alternate Stock Idea: Besides Radico Khaitan, we remain positive on United Spirits. ot aleviirs

e United Spirits (USL) is India’s leading alcoholic beverage company and Research Analyst

subsidiary of global leader Diageo plc. It manufactures, sells premium liquor Bharat Chhoda
brands such as Johnnie Walker, Black Dog, Black & White, Vat 69, Antiquity, bharat.chhoda@icicisecurities.com
Signature, Royal Challenge, McDowell’s No 1, Smirnoff and Captain Morgan
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Harshal Mehta
harshal.mehta@icicisecurities.com

e We have a BUY rating on the stock, with a target price of ¥ 920

Key Financial Summary

X crore FY20 FY21 FY22E 5 Years CAGR (%) FY23E FY24E 2 Year CAGR (%)
Net Sales 2,421.0 2,418.1 2,868.0 11.3% 3,330.4 3,890.3 17.2%
EBITDA 371.8 409.0 402.2 13.7% 482.9 622.4 15.0%
PAT 229.1 271.2 263.2 26.8% 278.0 390.6 12.1%
P/E (x) 55.3 45.7 48.1 45.6 324
M.Cap/Sales (x) 5.2 5.2 4.4 3.8 33
RoCE (%) 16.1 17.3 15.1 13.4 171
RoE (%) 16.4 15.5 13.2 12.5 15.2

Source: Company, ICICI Direct Research
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Key takeaways

Q1FY23 Results: Margin expected to be normalised via price hikes, backend
integration (Rampur in Q3) and premium launches

Radico took a 3% price hike price hike in the IMFL segment. The hike was
taken in a few states like Uttar Pradesh, Madhya Pradesh, Uttarakhand,
Assam, Rajasthan and Jharkhand

The management is witnessing softening in certain commodities (paper,

PET, etc) on the back of a normal rainfall. However, the overall COGS
situation continues to stay volatile in the near term

Net debt was at % 163 crore in Q1FY23 vs. % 116 crore in FY22

Q1FY23 Earnings Conference Call highlights

8 PM Black has been launched in 19 states and clocked 2 million cases in
FY22. Royal Ranthambore has also been launched in six states. The
management expects to expand its reach in more states

Newer products now comprise 10% of Radico’s overall volume

The commencement date for both plants (Rampur and Sitapur) is Q3FY23
and beginning of Q1FY24

The management expects to revert back to mid-teen margins in the medium
term

Gross margins (GMs) are expected to remain subdued in the near term. For
FY23E, the company expects a mix of value engineering of packaging
materials, back-end integration, price hikes (in some states) and
premiumisation (leading to better product mix) to kick in normalisation of
GMs

In the medium to long term, the management expects mid-teen double digit
growth in the P&A segment and double digit growth in the popular segment

The management expects the UP based IMIL business to graduate towards
economy IMFL business due to the state’s policy of converting existing IMIL
volumes to grain based
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Financial Summary

ICICI Direct Research

Exhibit 1: Profit and loss statement I crore Exhibit 2: Cash flow statement I crore
(Year-end March)/ (% crore) FY21 FY22E FY23E FY24E (Year-end March) (% crore) FY21 FY22E FY23E FY24E
Total Operating Income 2,418.1 2,868.0 3,330.4 3,890.3 Profit/(Loss) after taxation 271.2 263.2 278.0 390.6
Growth (%) -0.4 18.6 16.1 16.8 Add: Depreciation & Amortization 53.9 64.9 103.8 109.8
COGS 1,202.4 1,577.4 1,815.1 2,061.8 Add: Interest Paid 22.0 13.1 41.5 21.9
Gross Profit 1,215.7 1,290.6 1,515.3 1,828.4 Net Increase in Current Assets -90.9 -6.8  -216.9  -257.1
Gross Profit Margins (%) 50.3 45.0 455 47.0 Net Increase in Current Liabilities 101.1 -70.9 64.2 64.9
Employee Expenses 176.3 141.3 166.5 194.5 Others 13.8 9.0 0.0 0.0
SG&A 316.5 313.7 366.3 421.9 CF from Operating activities 371.0 221.2 270.6 336.1
Other Expenditure 313.9 433.5 499.6 583.5 (Purchase)/Sale of Fixed Assets -108.8 -67.0  -700.0 80.0
Total Operating Expenditure 2,009.2 12,4658 2,847.5 3,267.8 Long term Loans & Advances 0.0 0.0 0.0 0.0
EBITDA 409.0 402.2 482.9 622.4 Investments 0.3 47.6 100.0  -200.0
Growth (%) 10.0 -1.7 20.1 28.9 Others -79.9 9.0 0.0 0.0
Interest 22.0 13.1 41.5 21.9 CF from Investing activities -19.7 -99.7 -598.8  -118.7
Depreciation 53.9 64.9 103.8 109.8 (inc)/Dec in Loan -126.8 -82.2 420.0  -200.0
Other Income 20.1 1.4 13.3 15.6 Dividend & Dividend tax -36.8 -46.0 -46.0 -46.0
PBT before Exceptional ltems 353.1 331.6 350.9 500.3 Less: Interest Paid -22.0 -13.1 -41.5 -21.9
Less: Exceptional ltems 0.0 0.0 0.0 0.0 Other 0.0 0.0 0.0 0.0
PBT after Exceptional ltems 353.1 331.6 350.9 500.3 CF from Financing activities -185.6  -141.3 3325 -273.9
Total Tax 82.5 83.1 88.3 125.9 Net Cash Flow 11.7 -19.8 4.3 -56.5
PAT 270.6 248.5 262.6 374.4 Cash and Cash Equivalent at the 18.2 130.0 110.1 114.5
Profit from Associates 6.6 14.7 15.4 16.2 Cash 130.0 110.1 114.5 58.0
Adjusted PAT 2717.2 263.2 278.0 390.6 Source: Company, ICICI Direct Research
EPS Growth (%) 21.0 -5.0 5.6 40.5
EPS (Adjusted) 20.8 19.7 20.8 29.3
Source: Company, ICICI Direct Research
(Year-end March) FY21 FY22E FY23E FY24E (Year-end March) FY21 FY22E FY23E FY24E
Per share data (%)
Equity Capital 26.7 26.7 26.7 26.7 Reported EPS 20.8 19.7 20.8 29.3
Reserve and Surplus 1,766.2  1,971.1  2,203.1  2,547.7 BV per share 134.4 149.8 167.1 193.0
Total Shareholders funds 1,792.9 1,997.8 2,229.8 2,574.4 Cash per Share 9.7 8.3 8.6 4.3
Minority Interest 0.0 0.0 0.0 0.0 Dividend per share 2.8 3.5 3.5 3.5
Total Debt 272.1 189.9 609.9 409.9 Operating Ratios (%)
Deferred Tax Liability 80.3 76.9 80.7 84.8 Gross Profit Margins 50.3 45.0 45.5 47.0
Long-Term Provisions 10.3 1.1 11.3 11.6 EBITDA margins 16.9 14.0 14.5 16.0
Other Non Current Liabilities 11.6 0.1 0.1 0.1 PAT Margins 11.5 9.2 8.3 10.0
Source of Funds 2,167.1  2,275.8 2,931.9  3,080.7 Inventory days 73.8 68.3 55.0 55.0
Gross Block - Fixed Assets 1,034.8 11,1304 1,730.4 1,830.4 Debtor days 105.3 96.2 110.0 110.0
Accumulated Depreciation 244.9 309.8 413.6 523.4 Creditor days 39.5 38.7 40.0 40.0
Net Block 789.9 820.6 1,316.8 1,307.0 Asset Turnover 2.3 2.5 1.9 2.1
Capital WIP 37.8 30.3 130.3 -49.7 Return Ratios (%)
Fixed Assets 821.7 850.9 1,447.1 1,257.2 RoE 15.5 13.2 12.5 15.2
Investments 194.1 146.5 46.5 246.5 RoCE 17.3 15.1 13.4 171
Goodwill on Consolidation 0.0 0.0 0.0 0.0 RolC 17.8 15.8 14.1 16.7
Deferred Tax Assets 0.0 0.0 0.0 0.0 Valuation Ratios (x)
Other non-Current Assets 67.8 143.1 146.0 148.9 P/E 45.7 48.1 45.6 32.4
Inventory 489.1 536.9 501.8 586.2 EV / EBITDA 31.3 31.7 21.3 20.9
Debtors 697.5 755.8 1,003.7 1,172.4 EV / Net Sales 5.3 4.4 4.0 33
Loans and Advances 45.7 24.4 24.6 24.9 Market Cap / Sales 5.2 4.4 3.8 3.3
Other Current Assets 262.5 184.6 188.3 192.0 Price to Book Value 7.1 6.3 5.7 4.9
Cash 130.0 110.1 114.5 58.0 Solvency Ratios
Total Current Assets 1,624.7 1,611.7 1,832.9 2,033.5 Debt / EBITDA 0.7 0.5 1.3 0.7
Creditors 261.9 304.3 365.0 426.3 Debt / Equity 0.2 0.1 0.3 0.2
Provisions 100.4 17.3 17.7 18.0 Current Ratio 2.7 3.2 3.2 3.3
Other Current Liabilities 184.9 154.7 157.8 161.0 Source: Company, ICICI Direct Research
Total Current Liabilities 547.2 476.3 540.5 605.3
Net Current Assets 1,077.5 1,1354 1,292.4 1,428.1
Application of Funds 2,167.1  2,275.9 2,931.9 3,080.7

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according -to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
ICICI direct u,\x::} INO 1 ‘
In.cu«vvrvu'o‘::rul Fingertips | BHQE{ER \ ;
ICICI Securities Ltd. FISTARMINE ¥ 1
‘ @l‘;‘awst»\-.wa'd 2012 A/
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

|/We, Bharat Chhoda, MBA, Harshal Mehta MTech (Biotech), Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect ou
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. It is also confirmed tha
above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companie

mentioned in the 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 is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stoc
broker. ICICI Securities is a 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, ventur

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 i might have ir banking and other business relationshi|

with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to ysts and their relatives are g lly prohibited from maintaining a financie

interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, a

Our proprietary trading and investment busil may make i decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may ¢

may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

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 selecte:
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 woul:
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICIC
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, il

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 herei
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 customer
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, accountin
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, whi
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 an’
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 n
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 understan:

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 public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the pas

twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or othe
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict ¢

interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries coll ly or R h 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 publicatiol

of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one percent or more or other materic

conflict of interest various companies including the subject company/companies mentioned in this report.
ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities
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