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United Breweries
Telangana price hike to add to seasonal upswing; retaining a Buy

Telangana (15% of UB’s revenue) announced a 15% price hike for beer,
marking the first hike since FY20. This and strong seasonal demand (on
alower base), cost-saving steps and consistent capability building efforts
augur well for the future. We introduce FY27e and raise FY26e EPS 7%
to factor in the Telangana price hike, reducing FY25e EPS 9% on front-
loading costs as part of cost-saving measures. We retain our Buy, with a
higher 12-mth Rs2,610 TP, 65x FY27e (Rs2,350 earlier, on 75x FY27e
EPS).

Telangana market price hike to drive revenue, margin upturn. Telangana
announced a 15% price hike effective immediately, with stocks at depots and
in transit being sold at the higher prices. United Breweries enjoys a 70% market
share in the Telangana beer market and generates ~15% of revenue from that
state. We expect revenue,/ margins to tise ~2%/200bps due to this price hike.
Besides, the government has started clearing pending dues; media reports
suggest RS1.3bn paid in the last 40 days, the rest to be settled in instalments.

Seasonal uptick ahead. With initial reports indicating a hot summer, we
expect a strong start to seasonal sales. Multiple election phases last year hurt
sales of beer and alcoholic beverages. This won’t be the case this time, helping
better capture seasonal demand. We build in an 11.5% revenue CAGR over
FY25-27.

Building a hefty 300bps jump in EBITDA margins for FY26. United
Breweries is undertaking cost-saving initiatives (with some associated costs
being front-loaded in FY25), which would yield an annualised 1.5-3% fixed
cost savings. Thus, factoring in the above and the Telangana price hike, we
expect a 380bp EBITDA-margin expansion, driving a 36% earnings CAGR
over FY25-27.

Valuation. The stock quotes at 92x/60x/51x FY25¢/26e/27¢ EPS. Key risks:
Keener competition, adverse state regulations, persistently high input costs.

Key financials (YE Mar) FY23 FY24 FY25e FY26e FY27e
Sales (Rs m) 74,999 81,227 90,171 1,01,345 1,112,177
Net profit (Rs m) 3,378 4,109 5,819 8,884 10,616
EPS (Rs) 12.8 15.5 22.0 33.6 40.1
PIE (x) 158.6 130.4 92.1 60.3 50.5
EV/EBITDA (x) 86.3 76.8 55.6 38.6 328
P/BV (x) 13.5 12.8 124 11.5 10.6
ROE (%) 85 98 134 19.0 209
RoCE (%) 8.7 10.2 13.7 19.7 218
Dividend yield (%) 04 05 0.8 1.0 1.2
Net debt / equity (x) 0.1 -0.0 -0.2 0.2 0.2

Source: Company, Anand Rathi Research
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Key data UBBL IN / UBBW.BO
52-week high / low Rs2300 / 1646
Sensex / Nifty 76294 /23072
3-m average volume $5.5m
Market cap Rs.535bn / $6161.1m
Shares outstanding 264m
Shareholding pattern (%) Dec'24 Sep'24 Jun'24
Promoters 708 708 70.8

- of which, Pledged 124 124 124
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Estimates revision (%) FY25 FY26
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Quick Glance - Financials and Valuations

Fig 1 — Income statement (Rs m)

Fig 2 - Balance sheet (Rs m)

Year-end: Mar FY23  FY24  FY25e  FY26e  FY27e  Year-end: Mar FY23  FY24  FY25e  FY26e _ FY27e
Net revenues 74,999 81,227 90,171 1,01,345 1,12,177  Share capital 264 264 264 264 264
Growth (%) 28 8 1 12 11 Networth 39649 41783 43364 46688 50,685
Debt - 774 774 774 774
Direct costs 42654 46524 50313 53832 58,801  Minoriy interest 46 %2 B0 B8 7
Gross profit 32346 34703 3985 47513 537 o (ASSEl) 40 9 S 58 5K
Gross margins (%) 431 47 42 469 476 ool employed 39245 42,080 43669 47,000 51,006
Other expenses 26,183 27,741 30,362 33847 37,320 Net tangible assets 18324 17,569 18234 19,035 19,956
EBITDA 6162 6962 949 13,666 16,056  Netintangible assets 122 122 122 122 122
EBITDA margins (%) 8.2 8.6 10.5 13.5 14.3 Goodwill 65 65 65 65 65
- Depreciation 2106 2,119 2335 2449 2579
Other income 494 737 750 825 900  CWIP (tang. & intang.) 771 1,727 1300 1,350 1,400
Interest expenses 46 69 80 85 90 Investments (strategic) 81 80 150 150 150
PBT 4504 5511 7,831 11957 14287  Investments (financial) - - - - -
Effective tax rates (%) 25.0 255 257 25.7 257 Current assets (excl. cash) 40,242 49,788 44,720 48,827 53,731
+ Associates / (Minorities) 7 8 8 8 9 Cash — 3953 2142 8458 9414 10744
Net income 3378 4109 5819 8884 10616 Current liabilities 24,312 29,412 29,380 31,963 35,162
! ! ! : : Working capital 15,930 20,376 15,340 16,865 18,569
WANS %4 264 264 264 264 ooital deployed 39245 42,080 43,669 47,000 51,006
FDEPS (Rs) 128 155 22.0 33.6 40.1
Fig 3 - Cash-flow statement (Rs m) Fig 4 - Ratio analysis
Year-end: Mar FY23 FY24 FY25e  FY26e _ FY27e Year-end: Mar FY23  FY24 FY25¢  FY26e FY27e
PBT 4173 5511 7,831 11,957 14,287 PIE (x) 1586 1304 92.1 60.3 50.5
+ Non-cash items 2,189 -1816 -1665 -1,709 -1,769 EV/EBITDA (x) 863 768 556 386 328
Oper. profit before WC 6,362 7,327 9,496 13,666 16,056 EV/ Sales (x) 71 6.6 5.9 5.2 47
- Incr. / (decr.) in WC 6,160 5245 5036 -1525 -1,705  P/B(x) 135 128 124 115 106
Others incl. taxes 1397 1,388 2013 3073 3672  RoE (%) 85 98 134 190 209
Operating cash-flow -1,196 695 12,520 9,069 10,680 RoCE (%) - after tax 87 102 137 197 218
- Capex (tang. + intang.) -1,543 1,907 -2,573 -3,300 -3,550 RolC (%) - after tax 10.5 11.1 15.6 246 274
Free cash-flow 2,739 1212 9947 5769 7,130  DPS(Rs) 75 100 160 210 250
Acquisitions Dividend yield (%) 04 0.5 0.8 1.0 1.2
- Div. (incl. buyback & taxes) 2,779 1985 4230 5552 6,610  Dividend payout (%) - incl. DDT 587 644 727 625 623
+ Equity raised - - - - Net debt / equity (x) 0.1 -0.0 -0.2 -0.2 0.2
+ Debt raised -100 774 - - Receivables (days) 68.5 104.0 64.2 63.1 62.8
- Fin investments 1 10 70 - - Inventory (days) 695 615 637 596 589
- Misc. (CFI + CFF) 290  -426  -670  -740  -810  Payables (days) 349 426 364 342 338
Net cash-flow 5,327 -2,007 6,316 956 1,330  CFO:PAT (%) 354 169 2152 1021  100.6
Source: Company, Anand Rathi Research Source: Company, Anand Rathi Research
Fig 5 - Price movement Fig 6 — Volume-growth trend
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I Valuation

Telangana market price hike, strong seasonal demand (on a lower base),
cost-saving steps and consistent capability building efforts augur well for the
future. We continue to see steady demand growth for UB as it partially
recoups margins to low teens over the next 2-3 years. We believe the new
management’s consumet-centricity, growth and capacity focus would yield
steady revenue growth and expand margins.

We introduce FY27e¢ and raise FY26e EPS 7% to factor in the Telangana
price increase, while reducing FY25e EPS 9% on front-loading costs as part
of the cost-saving initiative. We maintain our Buy on the stock, with a higher
12-mth Rs2,610 TP, 65x FY27¢ (Rs2,350 eatlier, based on 75x FY27¢ EPS).
The stock quotes at 92x/60x/51x FY25e/26e/27e EPS.

Fig 7 - Change in estimates
| od | Reiss | crangew |

(Rs m) FY25e FY26e FY25e FY26e FY25 FY26
Sales 90,475 1,00,165 90,171 1,01,345 -0.3 12
EBITDA 10,126 12,757 9,496 13,666 -6.2 7.1
PAT 6,364 8,287 5,819 8,884 -8.6 7.2

Source: Anand Rathi Research

Fig 8 — One-year-forward PE chart
250

200

150

+8D

Wmcan
-SD

Jan-20
May-20
Sep-20
Jan-21
May-21
Sep-21
Jan-22
May-22
Sep-22
Jan-23
May-23
Sep-23
Jan-24
May-24
Sep-24
Jan-25

Source: BSE, Anand Rathi Research

Risks
B Keener competition
B Adverse state regulations

B Persistently high input costs.
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compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research analyst(s)
in this report. The research analysts are bound by stringent internal regulations and also legal and statutory requirements of the Securities and Exchange Board of
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