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Long term prospects remain encouraging

Nestle held an analyst call to provide a business update. Here are the key

takeaways:
Stock Info m  Strong double-digit growth across all portfolios in 9MCY23: NEST delivered
Bloomberg NEST IN 15.1% YoY growth in domestic sales during the 9MCY23, complemented by a
Equity Shares (m) 96 0 . e
M.Cap.(INRb)/(USDb) 23393/ 28.1 remarkable 30% surge in the out-of-home category. Key product segments,
52-Week Range (INR) 24745 / 17880 including milk products and nutrition, prepared dishes, cooking aids,
1,6, 12 Rel. Per (%) 10/10/11 confectionery, and beverages, experienced notable growth rates of 15.3%,
iZM:Vgtv(a/')('NR M) 13378; 10.7%, 21.4%, and 18.6% YoY, respectively, in the same period. The
ree float (% .
cumulative 4-year domestic sales and volume CAGR for CY18-22 reached
Financials Snapshot (INR b) 11.3% and 6.7%, reflecting NEST's sustained momentum in achieving positive
Y/E Dec CY22 FY24E FY25E ] i ]
Sales 1690 2462 2290 volume-driven revenue growth and expanding market penetration.
Sales Gr. (%) 146 457 -7.0 W Expansive Reach and Rural Growth: NEST's distribution network has
EBITDA 371 574 546 witnessed an expansion, reaching a total of 5.2mn outlets, including a direct
Margin (%) 220 233 239 presence in 1.6mn outlets. The company has successfully extended its
Adj. PAT 23.9 38.0 35.5 . ]
i coverage to almost 107,000 villages, a substantial increase from the 61,000
Adj. EPS (INR)  247.9 298.3 367.7 ) ) ’ _ ) j
EPS Gr. (%) 31 203 233 villages in CY21. NEST aims to further augment its rural footprint, targeting
BV/Sh.(INR) 255.0 253.4 281.1 120,000 villages by CY24. The implementation of a strategic Rurban (semi-
Ratios urban and rural) approach has proven effective in deploying more personnel
ROE (%) 1052 155.0 137.6 on the ground, improving in-shop visibility, and boosting HAAT activations.
RoCE (% 98.6 1448 1293 . . . .
P:you(tz?y) 847 1006 925 Currently addressing an ~487mn people in India, NEST aspires to reach a
(] . . .
Valuations staggering 700mn by the year 2030.
P/E (x) 978 813 659 M NPD sales remain healthy: New product sales for NEST have consistently
P/BV (x) 951 957 863 shown a performance, hovering around the 6% mark. The company envisions
EV/EBITDA(x) 622 402 423 these innovative offerings to constitute 10% of its total sales in the long term,
Div. Yield (%) 0.9 1.2 1.4 . . .
*Note: FY24 is 15-month period as aligning with the dynamic demands of consumers. Over the past seven years,
the company changed its accounting NEST has introduced an impressive lineup of 125 new products, and the
year-end from December to March momentum continues with 10 additional innovative products currently in the
Shareholding pattern (%) pipeline for the year.
As On Sep-23 Jun-23 Sep-22 m Nestle's R&D Initiatives: Nestle's R&D endeavors are dedicated to crafting
Promoter 628 628 6238 product offerings that prioritize both consumer well-being and environmental
Ellll 192'31 192'14 182'91 sustainability. The emphasis on accelerated time-to-market, achieved
Others 158 158 1623 through distinct science and technology-driven innovations, reinforces the
Fil Includes depository receipts foundation for future product developments.
B Investment Focus: NEST has committed ~INR50bn in investments of CY23-25,
Stock Performance (1-year) . ) o . o
Nestle India with an allocation of INR 9bn specifically earmarked for cutting-edge facilities
Nifty - Rebased in Odisha. In the preceding period of CY20-23, the company reinforced its
25,000 J manufacturing and supply-chain capabilities through substantial investments
23,000 ,f‘r?" v/ totalling INR 26bn.
21,000 m  Sustainability initiatives in packaging, responsible procurement, renewable
19,000 w energy, water usage reduction, and equal employment opportunities are all
17,000 S encouraging. NEST has made 6x higher investments in sustainability in CY23
S T T 2 9 vs. CY20 and has 60 people engaged in sustainability.
s = & = &
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Input cost inflation, if sustained, could pose a significant challenge to earnings.
We believe that the company has done a stellar job in terms of double-digit
volume-led revenue growth, new product launches, higher ad spends compared
to the past, and ongoing distribution expansion. Nevertheless, it is true that
largely benign commodity costs have been a tailwind for NEST in recent years. If
the ongoing input cost inflation remains at elevated levels, then it could impact
either NEST’s volume growth or its earnings.

Valuation view

There is no material change to our FY24* and FY25 EPS estimates.

The long-term narratives for NEST's revenue and earnings growth are highly
attractive. India’s Packaged Foods segment offers strong growth opportunities.
This is particularly true for NEST, which has a strong pedigree and distribution
strength. The successful implementation of the company’s volume-led growth
strategy in recent years provides confidence in its execution as well.

NEST’s distribution expansion and its ability to sustain a high proportion of NPD
sales are also encouraging.

However, at 81.3x/65.9x FY24E/25E EPS, the stock’s valuations are expensive.
We value the stock at 65x FY25E EPS to arrive at a TP of INR23,900. We maintain
our Neutral stance.

Key takeaways

Nestle Global has identified India as one of its fastest-growing markets. The
company, renowned for its commitment to cutting-edge technology, has
established six high-end, automated facilities globally, including one in Odisha.
In pursuit of innovation and excellence, Nestle Global invests significantly in
research and development. With an expenditure of USD1.2bn, its focus areas
include nutrition, product quality and life-cycle sustainability of products,
contributing to a broad and impactful product base.

Nestle India is poised for a balanced future, harmonizing growth and
profitability. With a committed investment of INR50bn during CY2023-25, with
INR9bnN dedicated to high-tech facilities in Odisha. Investments of INR26bn
during CY20-23 fortified its manufacturing and supply chain capabilities.

NEST’s current addressable market is ~487m people in India and it targets to
reach ~700m by 2030.

The company is actively seeking M&A opportunities that align with its long-term
strategy, focusing on value addition and reasonable valuations.

NEST has implemented price hikes across its portfolio. However, it is challenging
to roll back prices due to the upward trend in green coffee and milk prices.

The pet care category, particularly cat food, is gaining attention, prompting the
management to concentrate on its growth in India.

While Espresso holds promise, regulatory and duty-related issues in India need
to be resolved before its launch.

Certain categories, such as noodles and coffee, are experiencing high consumer
attraction, but the nutrition category might take some time to gain significant
attention.

The company faces competition in hyper-local categories like noodles and
coffee. Noodle entrants contend with quality and safety sensitivity. In the coffee
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segment, local players struggle due to soaring coffee bean prices, making
sustainability challenging.

®  The competition has been seen from the smaller and regional players, but NEST
has enough capabilities to compete with them. The company has won consumer
trust through its taste and quality.

m  The premium portfolio saw 2-2.5x higher growth than the other portfolio and
also saw growth in the smaller parts in India.

m  NEST reported a domestic sale volume CAGR of 6.7% and a domestic sales CAGR
of 11.3% over CY18-22.

Exhibit 1: NEST roadmap is focusing on 5Ps and growth model

PRAND SALIENCE

PARTNERSHIPS

Source: Company, MOFSL

Distribution and consumer clusters

m  NEST’s distribution reach has increased to 5.2m outlets, with a direct reach of
1.6m.

m  The RURBAN strategy aims to expand its presence in underpenetrated small
towns and large villages. It has increased the feet on streets, enhance in-shop
visibility and increased HAAT activation.

m  NEST now covers nearly 107,844 villages (vs. 40,739 in CY20) and targets to
reach 120,000 villages by CY24.

m  NEST has more than 2,000 distributors strategically fostering long-term
partnerships, boasting around 360 distributors with over two decades of
association.

® [|ts Swabhimaan Project to empower and encourage rural women has over 1,600
women entrepreneurs in 14 states, who generate business of ~INR80mn.

m  NEST has more than 4,500 suppliers and has strong long-term relationships with
them. More than 3,000 suppliers have been associated with NEST for over 10
years.

m  There are 700+ One Nestle kiosks with 12m+ footfalls.
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Exhibit 2: NEST has notably strengthened its distribution reach in recent years
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Exhibit 3: NEST aims to reach 120,000 villages by CY24
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Exhibit 4: RURBAN feet on street

Exhibit 5: RURBAN smart stores

Source: Company, MOFSL

Exhibit 6: HAAT activity as consumer
engagement

Feet on the street
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Source: Company, MOFSL

Source: Company, MOFSL

Source: Company, MOFSL
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E-commerce and Innovation
m  NEST saw 20% growth in E-commerce in 9MCY23 vs. 9MCY22, with quick
commerce leading the surge with an impressive 50% growth.

Exhibit 7: E-commerce continues to grow, contributing to 6.6% of 9MCY23 sales
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Source: Company, MOFSL

m  NEST has launched over 125 new products in the last seven years and currently
has 10 new projects in the pipeline. It plans to focus on innovations in both core
and niche categories.

B Innovation currently contributes to over 6% of sales, with a target to reach 10%
in the long term. This reflects its commitment to staying at the forefront of
evolving consumer needs.

Exhibit 8: Innovation shows improvement, contributing over 6% of 9MCY23 sales
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Source: Company, MOFSL

Nestle's R&D Initiatives

m  NEST’s global R&D network plays a crucial role in accelerating innovation-led
growth across markets.

m  R&D efforts focus on creating product propositions that are not only beneficial
for consumers, but are also environmentally sustainable.

m  Significant improvements in the innovation process have led to a speed-to-
market enhancement, decreasing the average time for new product launches by
nearly 60% from CY16 to CY22.
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m  The focus on innovation over renovation has resulted in a 10% increase, with
both contributing to approximately 30% of sales.

B Product launches have seen a substantial 23% increase in CY22 vs. CY20.

m  NEST files over 500 patents annually, with 90% of them filed in the last year,
indicating a continuous commitment to pioneering.

m  The innovation focus includes the introduction of nutritious and tasty millet-
based propositions. A proprietary millet transformation process ensures
stability, taste, and convenience without preservatives.

m  NEST places a strong emphasis on sustainability, with initiatives to reduce
packaging, carbon footprint, and drive process efficiencies.

m Efforts are made to engineer high-performing and environmentally friendly
packaging.

m A pilot project in Andhra Pradesh focuses on regenerative agriculture to restore
barren land, aligning with the company’s commitment to sustainability.

m  These R&D initiatives showcase NEST’s commitment to innovation,
sustainability, and creating products that align with evolving consumer
preferences.

m [ts global R&D network also supports innovation-led growth. It transformed its
innovation process, which led to a significant improvement in speed-to-market
and product differentiation.

Exhibit 9: Transformation in the innovation process

Increasing speed-to-market Increasing differentiation
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Source: Company, MOFSL

Financial highlights

m  Domestic sales grew 15.1% YoY in 9MCY23, with strong double-digit growth
across all products.

m  NEST reported a domestic volume CAGR of 6.7% and a domestic sales CAGR of
11.3% over CY18-22.

m  Milk products and nutrition/Prepared dishes & cooking aids/out of
home/confectionary/beverages grew 15.3%/10.7%/30%/21.4%/18.6% YoY in
9MCY23.

m  Commodity costs continued to see sharp inflation over the years. However, in
3QCY23, it saw an expansion in gross margin, driven by improved realization and
softening input costs.

m  NEST has set up its 10" factory in Odisha with a capex of ~INR9bn.
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B [tis consistently increasing media spending — 1.4x in CY22 vs. base level in
CY17. The shift toward digital is prominent, with digital spending varying from
20% to 60% across categories.

Exhibit 10: Input costs continue to see high inflation
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Source: Company, MOFSL

Exhibit 11: Double-digit growth across all products groups

Prepared Dishes And Out of Home
Cooking Aids
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Source: Company, MOFSL
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Exhibit 12: A&P spends grew at a CAGR of 6.6% over CY17-

22 Exhibit 13: Asset turnover up YoY
A&P (INR b)
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Source: Company, MOFSL Source: Company, MOFSL

®m [tis no coincidence that NEST witnessed its highest ad spend increase and
highest ad spend to sales ever in CY18, when its gross margin was also at the
highest level. Since then, the company’s ad spends have reduced by 230bp in
CY22. It disclosed ad-spends at 1.3x higher in 9MCY23 vs. the base year CY17 but
did not share the absolute amount.

Exhibit 14: NEST’s A&P as a percentage of sales peaked in CY18 which coincided with its
highest-ever reported gross margin

Gross margin (%) =—O=—A&P (as a % of net sales)
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Source: Company, MOFSL
Exhibit 15: Domestic sales saw 11.3% CAGR over CY18-22... Exhibit 16: ...with 6.7% CAGR in domestic sales volume
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Exhibit 17: EBITDA saw 8% CAGR over CY18-22... Exhibit 18: ...with 8.6% CAGR in Adj. PAT
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ESG initiatives and commitments

NEST has made 6x higher investment in sustainability in CY23 vs. CY20 and has
60 people engaged in sustainability.

It aims to use coal-free manufacturing locations by mid CY24 and fossil fuel-free
by CY25. Stubble briquettes will be used in Moga factory to reduce stubble
burning.

It manages plastic responsibly and all their brands have been plastic-neutral for
the past three years.

The company takes multiple interventions to reduce GHGE in dairy value chain.
Around 100k dairy farmers are engaged and ~340mn kg milk collected last year.
About 55% of coffee is procured sustainably with engagement of ~5,000 coffee
farmers.

It committed to sustainable agriculture in spices by ~100% traceability of cumin,
coriander, chilly and turmeric and engaging ~1,250 spice farmers across 8 states.
Over the last 15 years, NEST has reduced its direct GHG emissions by 52%, water
usage by 51%, wastewater generation by 38% and its energy usage by 36%.
Efficiency in transport: NEST increased payload from 90% to 94% in the last 3
years. Also, it is increasingly using railways to 6% from 0.2% in last 3 years. It
introduced LNG fleet and is using high CHG and electric vehicles.

Women account for over 60% of the company’s workforce in the new Sanand
mega plant. Overall 25% of employees are women vs. 16% in 2016, and 12
people with disabilities work on the production line.
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Exhibit 19: Facets of sustainable journey

Nestlé India

Climate

Packaging

Responsible sourcing

Source: Company, MOFSL
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Diverse workforce Empowered women - charting Nestlé's future New parental leave policy

+  50% of the Board of Directors are +  Women are key part of the management, salesforce and factories 26 weeks leave for primary

Women *  Empowerment with safer and hygienic choices for women in the field caregiver
= Multi-generational workforce +  Travel assistance for women in their third trimester and flexi warking for 4 weeks leave for secondary
*  (Over 25% of the employees are retumning mothers caregiver

women

Source: Company, MOFSL
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Exhibit 21: NEST’s segment-wise performance

2013 2014 2015 2016* 2017 2018 2019 2020 2021 2022
Volume (MT)*
Milk Products 138,772 135,591 131,980 128,751 130,796 137,066 138,941 1,38,402 1,34,669 1,34,034
Beverages 27,717 24,673 22,130 22,092 24,423 27,013 26,380 20,772 24,507 28,020
Prepared Dishes & Cooking Aids 245,443 254,553 103,138 176,871 210,427 240,879 264,072 2,81,392 3,29,567 3,48,225
Chocolate & Confectionery 46,718 41,080 33,083 35,289 36,803 42,197 49,033 50,358 55,648 62,401
Total 458,650 455,897 290,331 363,003 402,449 447,155 478,426 4,90,924 5,44,391 5,72,680
Volume (as a % of total)*
Milk Products (MT) 30% 30% 45% 35% 33% 31% 29% 28% 25% 23%
Beverages (MT) 6% 5% 8% 6% 6% 6% 6% 1% 5% 5%
Prepared Dishes & Cooking Aids (MT) 54% 56% 36% 49% 52% 54% 55% 57% 61% 61%
Chocolate & Confectionery 10% 9% 11% 10% 9% 9% 10% 10% 10% 11%
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Volume Growth (%)*
Milk Products -1.1% -2.3% -2.7% -2.4% 1.6% 4.8% 1.4% -0.4% -2.7% -0.5%
Beverages 9.3% -11.0% -10.3% -0.2% 10.6% 10.6% -23% -21.3% 18.0% 14.3%
Prepared Dishes & Cooking Aids 3.8% 3.7% -59.5% 71.5% 19.0% 14.5% 9.6% 6.6% 17.1% 5.7%
Chocolate & Confectionery -22% -12.1%  -19.5% 6.7% 4.3% 14.7% 16.2% 2.7% 10.5% 12.1%
Total 1.9% -0.6% -36.3% 25.0% 10.9% 11.1% 7.0% 2.6% 10.9% 5.2%
Weighted average volume growth“ 2.0% -0.3% -25.3% 34.6% 11.5% 11.3% 7.2% 3.0% 11.6% 5.4%
Price (INR/Kg)"
Milk Products 293 337 354 360 368 378 407 444 465 509
Beverages 478 543 604 582 568 564 569 711 690 720
Prepared Dishes & Cooking Aids 110 116 127 131 129 129 132 139 139 152
Chocolate & Confectionery 275 305 336 332 332 332 335 348 382 425
Total 205 222 290 259 252 251 257 271 269 293
Price Growth (%)”
Milk Products 6.7% 15.0% 4.9% 1.8% 2.4% 2.7% 7.5% 9.2% 4.8% 9.2%
Beverages 7.9% 13.7% 11.2% -3.6% -2.4% -0.7% 1.0% 24.8% -2.9% 4.4%
Prepared Dishes & Cooking Aids 7.0% 5.8% 9.5% 2.8% -1.8% 0.2% 2.8% 4.9% 0.0% 9.5%
Chocolate & Confectionery 12.4% 10.8% 10.1% -1.2% 0.0% 0.0% 1.0% 3.9% 9.5% 11.5%
Total 7.2% 8.6% 30.7% -10.7% -2.8% -0.4% 2.5% 5.3% -0.5% 8.8%
Weighted-average price growth” 7.7% 11.6% 7.3% 0.9% 0.3% 1.2% 4.5% 9.0% 3.1% 9.1%
Gross Sales (INR m)
Milk Products 40,712 45,752 46,694 46,350 48,196 51,876 56,518 61,488 62,686 68,157
Beverages 13,241 13,398 13,360 12,861 13,870 15,226 15,018 14,763 16,918 20,188
Prepared Dishes & Cooking Aids 26,982 29,613 13,141 23,176 27,071 31,053 34,982 39,108 45,813 53,006
Chocolate & Confectionery 12,864 12,532 11,109 11,709 12,214 14,007 16,435 17,543 21,231 26,545
Total 93,799 101,295 84,304 94,096 101,351 112,162 122,953 1,32,902 1,46,649 1,67,895
Gross Sales (as a % of total)
Milk Products 43% 45% 55% 49% 48% 46% 46% 46% 43% 41%
Beverages 14% 13% 16% 14% 14% 14% 12% 11% 12% 12%
Prepared Dishes & Cooking Aids 29% 29% 16% 25% 27% 28% 28% 29% 31% 32%
Chocolate & Confectionery 14% 12% 13% 12% 12% 12% 13% 13% 14% 16%
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Gross Sales Growth (%)
Milk Products 5.5% 12.4% 2.1% -0.7% 4.0% 7.6% 8.9% 8.8% 1.9% 8.7%
Beverages 17.9% 1.2% -0.3% -3.7% 7.8% 9.8% -1.4% -1.7% 14.6% 19.3%
Prepared Dishes & Cooking Aids 11.0% 9.7%  -55.6% 76.4% 16.8% 14.7% 12.7% 11.8% 17.1% 15.7%
Chocolate & Confectionery 10.0% -2.6% -11.4% 5.4% 4.3% 14.7% 17.3% 6.7% 21.0% 25.0%
Total 9.3% 8.0% -16.8% 11.6% 7.7% 10.7% 9.6% 8.1% 10.3% 14.5%

* Slight impact of implementation of Goods and Services Tax (GST) on the CY16 financial statements

Source: Company, MOFSL
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Story in charts

Nestlé India

Exhibit 22: Segmental volume contribution

Exhibit 23: Segmental sales contribution
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Source: Company, MOFSL

Exhibit 24: Milk Products sales up 8.7% in CY22...

Source: Company, MOFSL

Exhibit 25: ...led by price growth of 9.2% in CY22
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Exhibit 26: Beverages up 19.3% YoY in CY22...

Source: Company, MOFSL

Exhibit 27: ...with price up 14.3% and volume by 4.4% in
CY22
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Exhibit 28: Prepared dishes up 15.7% YoY in CY22...

Source: Company, MOFSL

Exhibit 29: ...with price up 9.5% and volume by 5.7% in CY22
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Exhibit 31: ...led by volume/price growth of 12.1%/11.5% in

Exhibit 30: Confectionery up 25% YoY in CY22... CY22
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Exhibit 32: NEST RoE/RoCE improved continuously over the period

ROE (%) RoCE (%)

106.5
107.2
113.0
109.4
105.2

56.4
37.5
47.9
39.2
40.9
40.7
39.1
40.8
40.3
41.7
48.5
50.2
69.7
71.9
98.6

Ccvy13 Cy14 CY15 CY1ie cy17 Cy18 CY19 Cy20 Cy21 Ccy22

Source: Company, MOFSL

Exhibit 33: NEST P/E (x) Exhibit 34: Consumer P/E (x)
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Financials and valuations

Income Statement

Y/E December CY17 CY18 CY19 CY20 Cy21 CY22 FY24* FY25
Net Sales 100.1 112.9 123.7 133.5 147.4 169.0 246.2 229.0
Change (%) 9.5 12.8 9.5 7.9 10.4 14.6 45.7 -7.0
Gross Profit 56.8 67.0 71.4 76.8 83.9 91.5 137.8 131.0
Margin (%) 56.8 59.4 57.8 57.5 56.9 54.1 56.0 57.2
Other Expenditure 34.6 39.7 42.4 44.6 48.3 54.3 80.4 76.3
EBITDA 22.2 27.3 29.1 32.2 35.7 37.1 57.4 54.6
Change (%) 9.4 23.0 6.3 10.7 10.9 4.1 54.6 -4.8
Margin (%) 22.2 24.2 23.5 24.1 24.2 22.0 23.3 23.9
Depreciation 3.4 3.4 3.7 3.7 3.9 4.0 5.6 6.3
Int. and Fin. Ch. 0.9 1.1 1.3 1.6 2.0 1.5 1.9 1.8
Other Inc.- Rec. 1.8 2.6 2.5 1.5 1.2 1.0 1.6 1.3
PBT 19.6 25.4 26.5 28.3 30.9 32.6 51.5 47.8
Change (%) 13.1 29.5 4.3 6.6 9.4 5.2 58.1 -7.0
Margin (%) 19.6 22.5 21.4 21.2 21.0 19.3 20.9 20.9
Tax 6.1 8.2 7.1 7.3 7.7 8.7 13.5 12,392
Tax Rate (%) 31.3 323 26.6 25.8 25.0 26.6 26.2 25.9
Adjusted PAT 13.5 17.2 19.5 21.0 23.2 23.9 38.0 35.5
Change (%) 13.2 27.5 13.1 7.6 10.6 3.1 58.9 -6.7
Margin (%) 13.5 15.2 15.7 15.7 15.7 14.1 15.4 15.5
Non-rec. (Exp)/Inc. 1.2 1.1 0.2 0.1 2.0 0.0 0.0 0.0
Reported PAT 12.3 16.1 19.2 20.8 21.2 23.9 38.0 35.5

Balance Sheet

Y/E December 2017 2018 2019 2020 2021 2022 2023E FY25
Share Capital 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Reserves 33.2 35.8 18.2 19.2 19.9 23.6 23.5 26.1
Net Worth 34.2 36.7 19.2 20.2 20.8 24.6 24.4 27.1
Loans 0.4 0.4 0.5 1.5 2.7 2.7 2.7 2.7
Capital Employed 34.6 37.1 19.7 21.7 23.5 27.3 27.1 29.8
Gross Block 33.6 349 349 40.0 51.2 54.7 67.7 86.7
Less: Accum. Depn. 7.4 10.8 13.8 18.2 21.2 24.3 29.2 35.5
Net Fixed Assets 26.2 24.0 21.1 21.8 29.9 30.4 38.5 51.3
Capital WIP 0.9 1.1 1.4 6.4 2.5 3.6 3.6 3.6
Investments 19.8 26.6 18.3 15.5 22.2 22.2 22.8 19.8

Current 13.9 19.3 10.1 7.2 0.6 2.2 2.4 1.4

Non-current 5.9 7.3 8.2 8.3 21.6 20.1 20.5 18.4
Curr. Assets, L&A 26.7 29.2 30.9 35.1 27.2 33.3 31.0 33.5
Inventory 9.0 9.7 12.8 14.2 15.8 19.3 17.2 20.3
Account Receivables 0.9 1.2 1.2 1.6 1.7 1.9 1.6 1.9
Cash and Bank Balance 14.6 16.1 13.1 17.7 7.4 9.5 8.9 7.7
Others 2.2 2.2 3.7 1.6 2.4 2.6 3.4 3.6
Curr. Liab. and Prov. 37.8 43.2 51.9 57.3 58.6 62.5 69.1 78.6
Account Payables 9.8 12.4 14.9 15.2 17.3 19.3 23.5 26.6
Other Liabilities 4.2 4.6 7.0 8.4 7.0 9.5 7.7 9.1
Provisions 23.8 26.2 29.9 33.7 34.2 33.7 37.9 43.0
Net Curr. Assets -11.1 -14.0 -21.0 -22.2 -31.4 -29.2 -38.1 -45.2
Def. Tax Liability -1.2 -0.6 -0.1 0.2 0.3 0.3 0.3 0.3
Appl. of Funds 34.6 37.1 19.7 21.7 23.5 27.3 27.1 29.8

E: MOFSL Estimates
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Financials and valuations

Ratios

Y/E December 2017 2018 2019 2020 2021 2022 2023E FY25
Basic (INR)

EPS 140.0 178.6 202.0 217.4 240.6 247.9 298.3 367.7
Cash EPS 175.5 213.4 240.4 255.8 281.1 289.7 349.1 432.6
BV/Share 354.8 381.0 199.0 209.4 216.2 255.0 253.4 281.1
DPS 86.0 115.0 342.0 200.0 200.0 210.0 300.0 340.0
Payout (%) 61.4 64.4 169.3 92.0 83.1 84.7 100.6 92.5
Valuation (x)

P/E 173.2 135.8 120.0 111.5 100.8 97.8 81.3 65.9
Cash P/E 138.2 113.6 100.9 94.8 86.3 83.7 69.5 56.1
EV/Sales 23.0 20.3 18.7 17.3 15.7 13.7 9.4 10.1
EV/EBITDA 103.7 84.0 79.4 71.7 64.8 62.2 40.2 42.3
P/BV 68.4 63.6 121.8 115.8 112.2 95.1 95.7 86.3
Dividend Yield (%) 0.4 0.5 14 0.8 0.8 0.9 1.2 1.4
Return Ratios (%)

RoE 40.3 48.5 69.7 106.5 113.0 105.2 155.0 137.6
RoCE 41.7 50.2 71.9 107.2 109.4 98.6 144.8 129.3
Working Capital Ratios

Debtor (Days) 3.2 4.1 3.7 4.5 4.1 4.2 3.0 3.0
Asset Turnover (x) 2.8 3.1 4.3 6.5 6.6 6.7 7.2 8.1
Leverage Ratio

Debt/Equity (x) 0.0 0.0 0.0 0.1 0.1 0.1 0.1 0.1
Cash Flow Statement (INR b)
Y/E December 2017 2018 2019 2020 2021 2022 2023E FY25
OP/(loss) before Tax 18.4 24.3 26.7 28.1 28.8 32.6 38.6 47.8
Int./Div. Received 1.4 2.5 2.4 1.4 1.2 0.5 1.2 1.3
Depn. and Amort. 3.4 3.4 3.7 3.7 3.9 4.0 4.9 6.3
Interest Paid 0.0 0.0 0.0 0.2 0.0 0.0 1.7 1.8
Direct Taxes Paid 6.0 8.8 6.7 7.0 7.3 8.4 9.8 12.4
Incrin WC 3.7 4.1 1.6 1.0 -1.5 -0.3 8.3 5.9
CF from Operations 18.2 20.5 23.0 24.5 22.7 27.4 42.4 48.2
Others 0.6 -2.6 11.7 4.4 -5.6 2.5 1.2 1.3
Incrin FA 2.0 1.6 1.5 4.7 7.3 5.4 13.0 19.0
Free Cash Flow 16.2 18.9 214 19.8 15.4 22.0 29.4 29.2
Pur of Investments 1.1 1.6 0.2 0.0 0.0 1.2 0.6 -3.0
CF from Invest. -24 -5.8 10.0 -0.4 -12.9 -4.0 -12.4 -14.7
Incr in Debt 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Dividend Paid 8.3 10.9 29.5 18.9 19.3 20.2 28.9 32.8
Others -1.7 -2.3 -6.5 -0.7 -0.9 -1.0 -1.7 -1.8
CF from Fin. Activity -10.0 -13.2 -36.0 -19.6 -20.2 -21.2 -30.6 -34.6
Incr/Decr of Cash 5.8 1.5 -3.0 4.6 -10.3 2.1 -0.6 -1.2
Add: Opening Balance 8.8 14.6 16.1 13.1 17.7 7.4 9.5 8.9
Closing Balance 14.6 16.1 13.1 17.7 7.4 9.5 8.9 7.7

E: MOFSL Estimates

Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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