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On expected lines

Britannia's Dec-Q earnings were broadly inline with our estimates with a tad better-than-
expected topline, though still soft. Volumes grew ¢.5% with pricing down 2-2.5% yoy during
the quarter after the steep pricing growth seen from end-FY22 to early-FY24. Management
commented that demand scenario is progressively recovering, but rural demand was
generally subdued and challenges relating to heightened competition remained. Gross
margin continued to expand well and surprised positively again (50bps beat vs our forecast) -
up yoy and also goq despite the price-cuts undertaken during the quarter - a rather benign
input-costs environment helped in this regard. Staff costs were significantly above recent run-
rate but the impact from the same was partly offset by very well-controlled ‘Other Expenses’
which rose just 1.4% - likely helped by some rationalisation in ad-spends as well. We expect
Britannia’s topline and profit growth to remain soft over the near-term.

=  Revenue performance tad better than expected; market context remains challenging:
Britannia’s 3QFY24 consolidated sales grew 2.2% to INR 41.9bn while EBITDA and
adjusted net profit were broadly flattish at INR 8.2bn and INR 5.6bn respectively.
Standalone sales growth was tad higher at 3.1% - likely helped by some re-classification
with some part of Dairy sales moving to the standalone entity; on the other hand,
consolidated figures have some impact of the Cheese business now being accounted as
‘share of profits from JV and associates’ vs a line-by-line consolidation earlier. Revenue for
the quarter was a tad better than we expected — with volume growth of c.5% vs our
forecast of 4% - Britannia’s 4yr volume CAGR has been in the 4-4.5% ballpark over the
past three quarters. Volume growth for the quarter was offset by lower realisations —
down 2-2.5% yoy - owing to anniversarisation plus some reversals of the steep price-
hikes taken during FY23 — these were necessary to improve price-value equation given
higher competitive intensity in the space; management had earlier alluded to pricing-
activity by competition in certain categories in response to which the company did some
strategic pricing corrections in some of its key brands and SKUs. While rural demand
remained subdued, Britannia’s focus markets outperformed other regions led by its
initiatives around expanding direct reach in these markets.

m Better gross margin delivery and strong control on overheads helped profitability
performance: Britannia’s gross margin performance surprised positively yet again -
consolidated gross margin expanded 66bps yoy to 43% (50bps higher vs our
expectation), led by softer input-costs environment (palm-oil, laminates). Interestingly,
gross margin expanded by a further 94bps qoq despite price-corrections of ¢.2-2.5%
taken to help improve price-value equation given the rise in competitive intensity in the
space. Steep rise in staff costs (11% higher yoy and 24% higher gog) was a surprise but
impact of the same was offset by better gross margin and savings in Other Expenses
which grew by just 1.4% yoy (2.4% lower qoq) — possibly helped by some rationalisation
in A&P spends as well. Other operating income was 32% lower yoy as base quarter
benefitted from bunched-up PLI incentives. As a result, reported EBITDA margin was
35bps lower yoy at 19.6% (vs JMFe:19.8%); on an intrinsic basis, however, margin was
c.51bps higher vs year-ago level, as per our workings.

Financial Summary (INR mn)
Y/E March FY22A FY23A FY24E FY25E FY26E
Net Sales 139,447 159,849 166,012 180,096 198,313
Sales Growth (%) 8.2 14.6 3.9 8.5 10.1
EBITDA 22,015 28,309 32,022 34,292 38,625
EBITDA Margin (%) 15.6 17.4 19.0 18.8 19.2
Adjusted Net Profit 15,255 19,462 21,986 23,709 27,004
Diluted EPS (INR) 63.3 80.8 91.3 98.4 112.1
Diluted EPS Growth (%) -18.2 27.6 13.0 7.8 13.9
ROIC (%) 74.1 87.2 85.3 84.2 93.9
ROE (%) 50.0 63.9 58.4 55.1 53.2
P/E (x) 79.1 62.0 54.9 50.9 44.7
P/B (x) 47.2 34.1 30.2 26.2 21.8
EV/EBITDA (x) 54.7 42.2 37.3 34.6 30.5
Dividend Yield (%) 1.4 1.4 1.5 1.5 1.7

Source: Company data, JM Financial. Note: Valuations as of 06/Feb/2024
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Exhibit 1. 3QFY24 result snapshot — Overall performance largely inline with our expectations (INR mn)
CONSOLIDATED FINANCIALS PARENT COMPANY

3QFY24 3QFY23 YoY growth 3QFY24E % var 3QFY24 3QFY23 YoY growth
Net Sales 41,918 41,015 2.2% 41,568 0.8% 40,314 39,114 3.1%
Other Operating Income 645 953 -32.3% 850 -24.1% 710 998 -28.9%
Gross Profit 18,028 17,368 3.8% 18,520 -2.7% 17,341 16,922 2.5%
Gross Profit Margin - % of Net Sales 43.0% 42.3% 66 bps 42.5% 50 bps 41.3% 40.7% 54 bps
Staff Cost 1,985 1,782 11.3% 1,600 24.0% 1,632 1,415 15.3%
Other Expenses 8,477 8,363 1.4% 8,683 -2.4% 7,781 7,609 2.3%
EBITDA 8,211 8,176 0.4% 8,237 -0.3% 7,929 7,898 0.4%
EBITDA margin - % of Net Sales 19.6% 19.9% -35 bps 19.8% -23 bps 19.7% 20.2% -53 bps
Depreciation 781 580 34.7% 727 7.3% 707 500 41.4%
EBIT 7,430 7,596 -2.2% 7,510 -1.1% 7,222 7,398 -2.4%
Interest Expense 311 381 -18.5% 450 -30.9% 292 354 -17.5%
Other Income 506 508 -0.4% 540 -6.4% 496 484 2.5%
PBT before exceptional items 7,625 7,722 -1.3% 7,600 0.3% 7.425 7.528 -1.4%
PBT after exceptional items 7,596 11,478 -33.8% 7,600 -0.1% 7,396 9,806 -24.6%
Reported Net Profit 5,564 9,324 -40.3% 5,645 -1.4% 5,384 7,669 -29.8%
Adjusted Net Profit 5,586 5,568 0.3% 5,645 -1.1% 5,405 5,392 0.2%
Source: Company, JM Financial
Exhibit 2. Costs breakdown (%)

CONSOLIDATED FINANCIALS PARENT COMPANY

% of sales 3QFY24 3QFY23 3QFY24E 3QFY24 3QFY23
Cost of Goods Sold 57.0% 57.7% 57.5% 58.7% 59.3%
Staff Cost 4.7% 4.3% 3.9% 4.0% 3.6%
Other Expenses 20.2% 20.4% 20.9% 19.3% 19.5%
Depreciation 1.9% 1.4% 1.8% 1.8% 1.3%

Source: Company, JM Financial

Exhibit 3. Subsidiaries performance snapshot — subsidiaries’ financials remained impacted due to Cheese getting accounted as ‘share of profits
from JV’. As per management, international business performed well with double-digit growths across key markets
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Exhibit 4. Drop in other op income and higher staff costs were partially offset by GPM
expansion and lower other expenses, resulting in reported OPM compression of 35bps

21% +66bps -79bps
19.9% - n
39bps 17hps 19.6%
18%
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6% ; ; ;
OPM - 3QFY23 Gross Margin Other Op Income Staff Costs Other Expenses OPM - 3QFY24
Source: Company, JM Financial
Exhibit 5. SG&A grew by 3% overall during 3Q
SG&A - % YoY Chg ! Staff Costs +11.3% !
! Other Exp +1.4% !
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Exhibit 6. Volumes improved to mid-single-digit during the quarter Exhibit 7. Standalone sales grew 3% yoy
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Exhibit 8. Consolidated sales growth was fairly muted at 2% with
mid-single-digit volume growth offset by lower pricing
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Exhibit 9. Bottomline was flat during the quarter

Consolidated Adj Net Profit - YoY Growth - %
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Source: Company, JM Financial

Exhibit 10. GPM expanded 66bps yoy and 94bps qoq Exhibit 11. Reported EBITDA margin down 35bps yoy but c.50bps

Consolidated Gross Margin % higher on intrinsic basis
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43% A 42%

40% -

3% 4

34% A

31%

1QFY21 3QFY21

1QFY22

3QFY22 1QFY23 3QFY23 1QFY24 3QFY24

Source: Company, JM Financial

2% 7 21.2%

18%

16.6% 16.5%
15.7%

16.4%

1535 157%

14%

10%

1QFY21 3QFY21 1QFY22 3QFY22 1QFY23 3QFY23 1QFY24 3QFY24

Source: Company, JM Financial

Exhibit 12. Britannia one-year forward PE
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Financial Tables (Consolidated)

Profit & Loss Statement (INR mn) Balance Sheet (INR mn)
Year-ended March FY22A FY23A FY24E FY25E FY26E Year-ended March FY22A FY23A FY24E FY25E FY26E
Sales (net of taxes) 139,447 159,849 166,012 180,096 198,313 Shareholders' Fund 25,581 35,343 39,984 46,105 55,326
Sales Growth 8.2% 14.6% 3.9% 8.5% 10.1% Share capital 241 241 241 241 241
Other Operating Income 1,916 3,157 2,560 2,777 3,058 Reserves & Surplus 25,340 35,102 39,743 45,864 55,085
Total Revenue 141,363 163,006 168,572 182,873 201,372 Preference Share Capital 0 0 0 0 0
Cost of Goods Sold/Op. Exp. 87,603 95,913 95,546 104,480 114,874 Minority Interest 275 302 258 235 248
Personnel cost 5,423 6,584 7,305 7,888 8,587 Total Loans 24,655 29,805 25,336 15,597 15,597
Other expenses 26,322 32,200 33,699 36,212 39,286 Def. Tax Liab / Assets (-) -509 -554 -478 -396 -302
EBITDA 22,015 28,309 32,022 34,292 38,625 Total - Equity & Liab 50,003 64,896 65,101 61,541 70,869
EBITDA (%) 15.6% 17.4% 19.0% 18.8% 19.2% Net Fixed Assets 22,732 27,434 31,294 32,332 34,608
EBITDA Growth (%) -12.3% 28.6% 13.1% 7.1% 12.6% Gross Fixed Assets 28,073 40,183 45,578 51,161 57,012
Depn & Amort 2,005 2,259 2,980 3,241 3,570 Intangible Assets 1,396 1,282 1,282 1,282 1,282
EBIT 20,010 26,050 29,041 31,052 35,055 Less: Depn. & Amort. 11,937 14,926 17,907 21,147 24,717
Other Income 2,228 2,159 2,303 2,083 2,225 Capital WIP & Net lease assets 5,201 895 2,341 1,036 1,032
Finance Cost 1,443 1,691 1,730 1,286 982 Investments 25,604 40,342 30,257 25,718 27,004
PBT before Excep & Forex 20,795 26,518 29,614 31,848 36,298 Current Assets 26,265 25,010 32,600 35,451 44,208
Excep & forex Inc/Loss(-) -10 3,756 0 0 0 Inventories 13,675 11,933 13,645 14,309 15,213
PBT 20,785 30,274 29,614 31,848 36,298 Sundry Debtors 3,319 3,289 3,303 3,459 3,809
Taxes 5,624 7,165 7,702 8,283 9,440 Cash & Bank Balances 1,849 1,980 7,513 8,948 15,716
Extraordinary Inc/Loss(-) 0 0 0 0 0 Loans & Advances 5,048 5,192 5,392 5,849 6,441
Assoc. Profit/Min. Int.(-) 86 109 74 144 146 Other Current Assets 2,374 2,617 2,747 2,885 3,029
Reported Net profit 15,248 23,218 21,986 23,709 27,004 Current Liab. & Prov. 24,598 27,890 29,050 31,960 34,951
Adjusted Net Profit 15,255 19,462 21,986 23,709 27,004 Current Liabilities 19,001 21,815 22,489 24,878 27,250
Net Margin (%) 10.9% 12.2% 13.2% 13.2% 13.6% Provisions & Others 5,597 6,075 6,561 7,082 7,701
Diluted share capital (mn) 2409 240.9 240.9 2409 240.9 Net Current Assets 1,667 -2,880 3,549 3,491 9,257
Diluted EPS (Rs) 63.3 80.8 91.3 98.4 1121 Application of Funds 50,003 64,896 65,101 61,541 70,869
Diluted EPS Growth -18.2% 27.6% 13.0% 7.8% 13.9% Source: Company, JM Financial

Total Dividend + Tax 16,622 17,345 17,589 17,782 20,253

Dividend Per Share (Rs) 69.0 72.0 73.0 73.8 84.1

Source: Company, JM Financial

Cash Flow Statement (INR mn) Dupont Analysis

Year-ended March FY22A FY23A FY24E FY25E FY26E Y/E March FY22A FY23A FY24E FY25E FY26E
Profit before Tax 20,785 30,274 29,614 31,848 36,298 Net Margin 10.9% 12.2% 13.2% 13.2% 13.6%
Depn. & Amort. 2,005 2,259 2,980 3,241 3,570 Asset Turnover (x) 2.6 2.8 2.6 28 3.0
Net Interest Exp. / Inc. (-) -785 -468 -573 -796 -1,243 Leverage Factor (x) 1.8 1.9 1.7 1.5 1.3
Inc (-) / Dec in WCap. -3,273 4,057 -935 1,440 892 RoE 50.0% 63.9% 58.4% 55.1% 53.2%
Others 131 -3,602 0 0 0 Key Ratios

Taxes Paid -5,869 -7,258 -7,586 -8,146 -9,238 Year-ended March FY22A FY23A FY24E FY25E FY26E
Operating Cash Flow 12,995 25,262 23,500 27,586 30,278 BV/Share (INR) 106.2 146.7 166.0 191.4 229.7
Capex -5,470 -6,330 -6,845 -4,283 -5,850 ROIC (%) 74.1% 87.2% 85.3% 84.2% 93.9%
Free Cash Flow 7,525 18,932 16,655 23,303 24,428 ROE (%) 50.0% 63.9% 58.4% 55.1% 53.2%
-Inc/dec in investments 10,480 -10,249 10,086 4,539 -1,286 Net Debt-equity ratio (x) 0.3 0.6 0.0 -0.1 -0.2
Other current assets 4,099 1,408 2,333 2,203 2,384 PER 79.1 62.0 54.9 50.9 447
Investing Cash Flow 9,109 -15,171 5,573 2,459 -4,752 PBV 47.2 341 30.2 26.2 21.8
Inc/(dec) in capital 0 0 0 0 0 EV/EBITDA 54.7 42.2 373 34.6 30.5
Dividend+Tax Thereon -24,849 -13,592 -17,345 -17,589 -17,782 EV/Net Sales 8.6 7.5 7.2 6.6 5.9
Inc/dec in loans 3,599 5,182 -4,470 -9,739 0 Debtor days 9 8 7 7 7
Other assets -1,208 -1,874 -1,725 -1,282 -977 Inventory days 36 27 30 29 28
Financing Cash Flow -22,458 -10,284 -23,540 -28,609 -18,759 Creditor days 17 16 18 17 17
Inc / Dec (-) in Cash -354 -192 5,533 1,435 6,767 Source: Company, JM Financial

Opening cash balance 2,203 2,172 1,980 7,513 8,948

Closing cash balance 1,849 1,980 7,513 8,948 15,716

Source: Company, JM Financial
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History of Recommendation and Target Price Recommendation History
Date Recommendation Target Price % Chg. Britannia Industries
2-Jun-20 Buy 3,500 583D
8-Jul-20 Buy 3,490 -0.3
17-Jul-20 Buy 3,870 10.9
8-Oct-20 Buy 3,870 0.0
19-Oct-20 Buy 3,970 2.6
1-Jan-21 Buy 4,105 3.4
5-Feb-21 Buy 4,095 -0.2
27-Apr-21 Buy 4,095 0.0 T T 1
T By 2830 o Fen-21 g2t Fen-22  Augd?  Feb?l Augdd  Feb 4
8-Nov-21 Buy 3,980 3.9
TengeZ Prige: Prige
29-Jan-22 Buy 3,850 -3.3
3-May-22 Buy 3,850 0.0
5-Aug-22 Buy 4,120 7.0
7-Oct-22 Buy 4,200 1.9
5-Nov-22 Buy 4,210 0.2
1-Feb-23 Buy 4,620 9.7
6-May-23 Buy 5,190 12.3
4-Aug-23 Buy 5,270 15
2-Nov-23 Buy 4,925 -6.5
8-Jan-24 Buy 5,190 54
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Securities and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be
eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of
and to observe such restrictions.

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial
Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the
United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of
1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6").

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for
purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule
15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report and are
not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JM
Financial Institutional Securities or to JM Financial Securities.

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The
research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered
broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing
requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst account.

Any U.S. person who is recipient of this report that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this
report, must contact, and deal directly through a U.S. registered representative affiliated with a broker-dealer registered with the SEC and a member of FINRA. In
the U.S., JM Financial Institutional Securities has an affiliate, JM Financial Securities, Inc. located at 1325 Avenue of the Americas, 28th Floor, Office No. 2821,
New York, New York 10019. Telephone +1 (332) 900 4958 which is registered with the SEC and is a member of FINRA and SIPC.

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the
Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii)
are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are outside
the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial
Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be
communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or
relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will
be engaged in only with relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the
securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as
a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an
exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable
securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or
sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or
similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities
described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your
representation that you are an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as
such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the
information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the
needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized
agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the
information contained herein.
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