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United Spirits Limited

United Spirits Limited (USL), a prominent Indian alcoholic beverage company, has recently reported a robust 12.2%
rebased revenue growth on a YoY basis in its Q2 results, despite a dip in volume growth. This revenue surge is attributed
to a strategic emphasis on premiumization, with the Prestige & Above segment contributing significantly-accounting
for 88.0% of net sales and experiencing a noteworthy 12.8% YoY growth in the second quarter of fiscal 2024.During this
period, the company also noted a gain of INR 307 million from the final tranche of income related to the slump sale.
Despite grappling with challenges such as fluctuations in raw material prices and demand pressure, USL effectively
upheld and expanded its margins by fully realizing the advantages of implemented price hikes. Furthermore, the recent
decision within the UK-India Free Trade Agreement to reduce import duties is expected to lead to a reduction in the
Maximum Retail Price (MRP) of BIO brands, potentially exerting a positive impact on selling prices. Apart from this, the
company is maintaining its futuristic approach and launched global Tequila trademark Don Julio in India. Taking into
account these factors, we recommend holding USL as an investment.

November 15, 2023 RESULT UPDATE - Q2FY24

Nifty: 19675 CMP: INR 1,046 Target Price: INR 1,100

Revenue expanded despite a modest increase in volume:
In Q2FY24, United Spirits Limited (USL) reported a Net Sales Value
(NSV) of INR 2,865 crore, with Prestige & Above products
contributing significantly at 88%. The overall NSV witnessed a
robust growth of 12.2%, while Prestige &Above NSV exhibited a
higher growth rate of 12.8% on a rebased prior-year comparison.
However, the Prestige & Above volume growth slowed to 4% YoY,
and the popular segment experienced a volume decline of 11% YoY
despite a 1% YoY revenue growth, attributed to consumer impact
from inflation and duty increases. The EBITDA for the quarter was
INR 470 crore, with a margin of 16.4%, and the company declared
a dividend of Rs. 4 per share.

Expanding Margins:
The company's financial report highlights a robust performance
with a gross margin increase to 43.4%, up by 278 basis points
from the previous year, driven by a favorable product mix,
premiumization efforts, and implemented price hikes. The
advertising and promotional reinvestment rate at 8.4% of sales
reflects strategic investments ahead of the festive quarter and
cricket world cup. EBITDA saw a significant uptick of 20.9% to

INR 470 Cr., with a corresponding increase in the EBITDA margin
by 118 basis points to 16.4%. Despite a 24.8% rise in interest
costs to INR 26 Cr., attributed to custom duty, the company
reported an exceptional gain of INR 31 Cr. from the final tranche
of income related to a slump sale, contributing to a Profit After
Tax of INR 341 Cr. and a net profit margin of 11.9%.

Outlook:
Despite uncertainties surrounding government policies and
interventions in the alcohol industry, as well as the prevailing
inflationary and demand pressures in the near to medium term,
our outlook on United Spirits Limited (USL) remains positive.
The company's ongoing efforts to revamp its premium portfolio,
introduce new brands, control costs, and negotiate price hikes
from states are expected to yield favourable results.
USL's debt-free status, double-digit return ratios, and strong cash
generation further contribute to our positive stance. The strategic
revamping and focus on premiumization are anticipated to drive
higher margins in the upcoming quarters. Considering these
factors, we recommend toHold rating on USL and set a target price
of Rs. 1,100/-.
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Board of Directors

Name Designation

Ms. Hina Nagarajan Managing Director and CEO

Mr. Pradeep Jain Executive Director & Chief Financial Officer

Mr. Jitendra Mahajan Chief Supply & Sustainability Officer

Mr. Jagbir Singh Sidhu Corporate Relations Director

Mr. Prathmesh Mishra Chief Commercial Officer

Ms. Deepika Warrier Chief Marketing Officer

(In Cr) FY22 FY23 FY24E FY25E
Net Revenue 9,712.40 10,611.60 11,196.90 12,718.90
Growth (%) 9% 6% 14%
PAT 828.6 1143.8 1096.9 1345.9
PAT Margin (%) 9% 11% 10% 11%
EPS 11.2 15.5 15.1 18.5
P/E 67.5 48.77 50.07 40.86
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Particulars (Amount in Lakhs) Sep-22 Dec-22 Mar-23 Jun-23 Sep-23

Sa les 2,911 2,779 2,503 2,668 2,867

Expenses 2,474 2,407 2,268 1,955 2,401

Operating Profit 437 372 235 713 466

OPM % 15% 13% 9% 27% 16%

Other Income 389 -127 0 5 71

Interest 21 24 36 4 26

Depreciation 66 65 69 74 65

Profit before tax 739 155 130 639 446

Tax % 26% -38% 21% 25% 24%

Net Profit 548 214 103 477 339

EPS in Rs 7.61 2.95 1.41 6.55 4.66



3

Breweries & Distilleries

Income Statement

Y/E (INR mn) FY22 FY23 FY24E FY25E

Total operating Income 9,712.40 10,611.60 11,196.90 12,718.90

Growth (%) 19.4 9% 6% 14%

Cost of materials consumed 5,291.50 6,064.10 6,214.30 6,931.80

Employee benefit expense 653.1 610.00 649.40 737.70

Advertisement&Promo 694.9 921.80 1007.70 1144.70

Other Expenses 1,464.80 1,598.80 1,623.50 1,844.20

EBITDA 1,608.10 1,416.90 1,701.90 2,060.50

Growth (%) 52.8 -11.9 20.10 21.1

Depreciation 303.8 282.5 312.00 337

EBIT 1,304.30 1,134.40 1,389.90 1,723.50

Interest 88 103.9 0.50 0.5

Other Income 35.5 73.1 76.4 75.6

Exceptional Item -165.2 176.4 0 0

PBT 1,086.60 1,280.00 1,465.90 1,798.60

Tax 276 152.8 369 452.7

Reported PAT 810.6 1,127.20 1,096.90 1,345.90

Adjustments 18 16.6 0 0

Adjusted PAT 828.6 1,143.80 1,096.90 1,345.90

EPS 11.2 15.50 15.10 18.50

Balance Sheet

Y/E  (INR mn) FY22 FY23 FY24E FY25E

Source of Funds

Equity Capital 145.3 145.5 145.3 145.3

Reserves & Surplus 4,808.40 5,854.00 6,523.50 7,356.50

Shareholder's Fund 4,953.70 5,999.50 6,668.80 7,501.80

Minority Interest -78.9 0 0 0

Loan Funds 341.7 1.1 1.1 1.1

Provisions 48.3 45.1 49.6 54.6

Other Liabilities 263.7 182.2 200.4 220.5

Total Current Liabilities 3,382.80 3,533.60 3,136.00 3,253.00

Total 8,911.30 9,761.50 10,055.90 11,030.90

Application of Funds

Gross Block 2,250.20 2,295.80 2,495.80 2,695.80

Less: Acc. Depreciation 1,035.00 1,317.50 1,629.50 1,966.50

Net Block 1,215.20 978.3 866.3 729.4

Intangible Assets 358 356.7 356.7 356.7

Capital WIP 95.7 82.8 86.9 91.3

Goodwill 21 1.3 1.3 1.3

Non-Current Investments 0 55.4 655.40 1,255.40

Deferred Tax Assets (net) 147.8 157.3 0 0

Long term loans & advances 1,261.40 1,335.60 1,402.40 1,472.50

Other Non-current assets 648.8 559.5 531.5 504.9

Current Investments 222.1 255.8 255.8 255.8

Inventories 2,156.70 2,230.00 2,300.70 2,613.50

Debtor 2,373.60 2,434.00 2,760.90 3,136.20

Cash 60.3 883.3 384.9 138.3

Loan & Advance, Other CA 350.7 431.5 453.1 475.7

Total Current assets 5,163.40 6,234.60 6,155.40 6,619.40

Total 8,911.30 9,761.50 10,055.90 11,030.90

Financials

Cash Flow

Y/E FY22 FY23 FY24E FY25E

Profit after Tax 828.6 1,143.801,096.90 1,345.90

Add: Depreciation 303.8 282.5 312 337

Add: Interest paid 88 103.9 0.5 0.5

Cash Profit 1,132.40 1,426.301,408.90 1,682.90

Increase/(Decrease) in CL -51.2 150.8 -397.6 117

(Increase)/Decrease in CA -384 -248.2 -419.2 -710.7

Others 103.3 -751.1 0 0

CF from Operating Activities 888.5 681.7 592.60 1,089.60

Purchase of Fixed Assets -77.8 -110.1 -204.1 -204.3

(Inc)/Dec in Investments -155.4 -129.6 -666.8 -670.1

Others -55.9 825.3 208 51.6

CF from Investing Activities -289.1 585.6 -662.9 -822.9

Inc/(Dec) in Loan Funds -535 -340.6 0 0

Inc/ (Dec) in Sh. Cap. & Res. 0 0.2 -0.2 0

Less: Interest paid -88 -103.9 -0.5 -0.5

Others 0 0 -427.4 -512.9

CF from financing activities -623 -444.3 -428.1 -513.4

Op. Cash and cash Eq. 83.9 60.3 883.3 384.9
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