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United Spirits’ (USL) Q4FY14 revenue and core PAT (loss of INR379mn in 

core business) were lower than our estimate due to overall industry 

slowdown and cost pressure in molasses (price up 10% YoY). The 

company reported exceptional loss of INR53bn on account of provision 

for doubtful advances and impairment loss of goodwill of Whyte & 

Mackay (W&M). Volume growth is likely to remain soft in FY15, but may 

recover post that. Margins are likely to reel under pressure as price hikes 

remain muted. Q1FY15 is likely to benefit from realisation of sale of 

W&M’s assets (to reduce debt burden) and increase in other operating 

income riding commission from sale of Diageo’s brands. We expect 

Diageo’s control to bring in better focus and lead to steady sales and 

margin improvement over the long term. Maintain ‘BUY’ from long-term 

perspective. 

 

Write offs higher than expectations; but largely done 

USL reported one-time exceptional loss of INR53bn comprising: (i) INR10.1bn for 

doubtful debts/advances/deposits given to third parties/other UB Group companies; 

and (ii) INR43.2bn due to intra-USL Group loan (for W&M) and provision for diminution 

in value of investments. Of the INR14bn loan given to UB Group companies, USL has 

provided INR4.3bn (included in point i); though management expects to recover the 

balance amount (not provided for), in our view there is possibility of some part of 

this amount being written off later. USL will have to file under Section 23 of the Sick 

Industrial Companies Act, 1985, as accumulated losses amount to ~52% of net worth. 

 

Margin under pressure due to lack of operating leverage 

The company’s gross margin declined 45bps YoY on account of higher ENA prices. Core 

EBITDA margin plummeted 553bps YoY as staff costs and other expenses surged 

325bps and 192bps YoY, respectively.  

 

Outlook and valuations: Improvement underway; maintain ‘BUY’ 

Though we expect USL’s volumes and margins to be under pressure in the ensuing 

quarters due to fresh initiatives by the new management, consolidation and regulatory 

issues, we remain upbeat from the long-term perspective. We maintain ‘BUY/SP’. 

 
 

 

 

 RESULT UPDATE 

UNITED SPIRITS 
Uncertainty largely behind; growth to be gradual 
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Financials (INR mn)

Year to March Q4FY14 Q4FY13 % change Q3FY14 % change FY14 FY15E FY16E

Net rev. 19,433 18,714 3.8 23,086 (15.8) 106,154 90,159 106,204

EBITDA 1,166 2,159 (46.0) 2,221 (47.5) 9,856 10,803 14,178

Core profit (379) 700 NM 840 NM (6,937) 4,358 7,298

Dil. EPS (INR) (2.6) 5.4 NM 5.8 NM (47.7) 30.0 50.2

Diluted P/E (x) 218.0 (47.8) 76.1

EV/Sales (x) 3.5 3.8 3.9

ROAE (%) 2.9 (17.7) 13.5

Quarterly are standalone; Annual numbers are consolidated
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Other key developments 

Pernod Ricard India outperforms peers with double digit growth 

Pernod Ricard’s FY14 (June ending financial year) sales grew 17% YoY and outperformed the 

industry, which grew ~2% YoY. The brands it acquired from Seagram posted double digit 

growth particularly led by Imperial Blue’s strong performance. Imperial Blue and Blender’s 

Pride also gained market shares. 100 Pipers posted a robust double-digit growth driven by 

buoyancy in the standard scotch segment as well as significant market share gains. Chivas 

and The Glenlivet brands also clocked double digit growth.  

 

Kerala government to ban sale of liquor  

Kerala’s Congress-led United Democratic Front (UDF) government has further hardened its 

anti-liquor stance by resolving to make the state alcohol free in 10 years. The government 

will now grant bar licences only to 5-star hotels from FY16 and shut down ~700 liquor bars. 

Licences of hotels below the 5-star category will not be renewed. Also, licences of 312 bars 

will not be renewed post FY15. Also, the government has decided to declare Sundays as dry 

day. The state government’s logic behind this anti-liquor policy is to reduce crime against 

women. Kerala has the highest per capita consumption of liquor in India at 8.3lts (double 

the national average) and contributes ~7% to overall IMFL sales in the country. Bar owners 

are planning to challenge the government’s decision in court. Kerala government could 

progressively start losing part of ~INR80bn revenue (23% of total tax collection and ~16% of 

total revenue) annually from the liquor industry. With 2 more years to state election, 

potentially 20% of the outlets are likely to shut down, post which the policy is likely to be 

evaluated by the new government. However, the policy is subject to any legal recourse that 

bars/retail players may take. 

 

Anand Kripalu elevated to board 

USL has appointed its CEO, Mr. Anand Kripalu, as the MD and CEO for five years. Earlier, Mr. 

Kripalu was elevated to Diageo’s global executive committee. Before joining USL, he was 

President, India and South Asia, at Mondelez International. He has also worked for Unilever 

for 22 years.  

 

Losing market share  

As per news articles, USL is losing market share to liquor companies including players like 

Pernod Ricard, ABD etc. Most of the share ceded has been gained by Pernod Ricard and 

ABD, which have clocked volume growth of ~15% and 27-29%, respectively, in Q1FY15. 

USL’s volumes, on the other hand, declined ~4% (as per news articles). Overall industry 

volumes grew 3-4% in Q1FY15 aided by elections.  

 

Buys JP Impex to enhance manufacturing capacity  

USL has entered into an agreement to buy JP Impex’s Karnataka-based assets for INR115mn 

to increase its manufacturing capacity in Karnataka. This purchase will help enhance the 

production capacity, which will be used by USL for tetra pack production and availing 

logistical advantage.  

 

Sells W&M to Emperador; proceeds to be used for debt repayment 

USL sold off W&M to Philippines-based Emperador in May 2014. Enterprise value (EV) for 

the sale was GBP430mn, at 19.3x normalised FY14 EBITDA of W&M. As per the deal, 
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Emperador will supply scotch whisky to USL for 3 years. Proceeds of the deal will be used 

for repayment of refinanced acquisition facility and the associated costs of the proposed 

transaction. This will result in reduction of USL’s consolidated gross debt by ~GBP370mn 

and will result in improvement of gross debt to EBITDA ratio to 3.40 from 6.61. The 

repayment will result in significant saving of interest which stood at INR3,328mn due to the 

refinanced facility. The balance will be insufficient to repay the intra-USL group loan 

standing at INR47,930mn as at FY14 end. After taking into account this loan and writing 

back of foreign currency translation reserves of INR9,639mn, the company’s net worth will 

dip to INR36,903mn. 

 

Outlook and valuations: Improvement underway; maintain ‘BUY’ 

Though we expect USL’s volumes and margins to be under pressure in the ensuing quarters 

due to fresh initiatives by the new management, consolidation and regulatory issues, we 

remain upbeat from the longer term perspective. USL remains the best play on India’s 

liquor industry (in listed space) due to its strong market share and benefits from 

management control of Diageo. Diageo control will provide respite to the burgeoning 

interest costs. We expect Diageo to be aggressive in premium end (as seen in recent price 

cuts) and the company will also increase surrogate advertising (Sports drink, sports gear 

under Royal Challenge, natural mineral water endorsed by Akshay Kumar under 

Signature, soda and karaoke app campaign with M.S.Dhoni and Chris Gayle under 

McDowell’s No1) as USL has been under investing in the past few years. We expect 

Diageo’s control to bring in better focus and lead to sales and margin improvement over the 

long term. 

 

Due to divestment of W&M (contributing ~18% to consolidated sales) and slowdown in 

alcohol industry volume growth (slowdown in discretionary spends further impacted by 

regulatory hurdles like ban on alcohol in Kerala, Tamil Nadu issues) we cut our FY15 and 

FY16 sales by 28.1% and 25.1% YoY respectively. We marginally reduce our gross margin 

assumptions by 100bps in FY15 as the ENA prices continue to put pressure (up 7-8% YoY).  

 

We assign a multiple of 4x to USL (3x earlier) as overhang of W&M is over (68% of FY14 loss 

was due to W&M) to arrive at a target price of INR2,748. We maintain ‘BUY/Sector 

Performer’ recommendation/rating on the stock. 

 

Key highlights from USL Q4FY14 result update 

• Total consideration agreed upon for Whyte & Mackay (W&M) sale is ~GBP429.15mn 

which will be adjusted for changes in the working capital, net debt and cash of W&M 

occurring between signing and completion of the sale agreement. This amount is also 

subject to GBP19.2mn related to defined pension scheme deficit and pension 

contributions for the period after April 1, 2014. 

 

• Net proceeds from W&M will not be sufficient to repay the intra USL Group, as a result 

USL has made a provision of INR36142.4mn against intra group loan and has also made 

a provision of INR22mn for diminution in the value of the investment in USL Holding. 

Also, the company has made a provision related to diminution in the value of 

investments of INR6917.8mn and INR133.9mn for Palmer Investment Group and 

Montrose International, respectively. Thus, total provisions and write off related to the 

above items booked in exception items in the P/L stood at INR43216.3mn in the 

standalone result.  
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• In the consolidated statement, total exceptional item recognised is INR32357.3mn 

related to the provision for doubtful advances and diminution in the value of 

investments and goodwill of W&M. 

 

• W&M contributed 18% to USL's overall revenues and its loss stood at INR30478mn for 

FY14 accounted for as discontinuing operations.  

 

• USL has also made a provision related to bad and doubtful debt of INR10127.5mn. Of 

this, INR6495.5mn is related to debtors who owe certain amount to USL, but refuse to 

pay the same because they had advanced money to the UB Group entity which they are 

trying to offset against the money taken from USL. USL is making full enquiry into the 

claims of these debtors and management believes that these parties are not entitled to 

withhold the amount due to USL. Management also believes that no further provisions 

will be required in respect of the same.  

 

• INR13374mn was recorded as unsecured loan to United Breweries (Holding) (UBHL) by 

way of agreement entered into by USL with UBHL on July 3, 2013. The interest rate 

agreed upon for this loan transaction is 9.5% per annum, which is to be paid after every 

6 months starting at the end of 18 months from the effective date of the agreement. 

The term of this loan is 8 years, which is payable in 3 annual installments commencing 

after 6 years from the date of agreement.  

 

• Since UBHL was a guarantor for the loan taken by Kingfisher Airlines (KFA), some 

lenders have filed a petition against UBHL for the same. As a result, USL has made a 

provision of INR3303.2mn in relation to the principal given to UBHL and has also not 

recognized interest of INR963.1mn. However, the company believes that it will be able 

to recover the balance amount of INR14223.1mn.  

 

• There is a claim against USL of INR2bn in relation to KFA. USL management came to 

know about this matter for the first time on May 5, 2014 (lien agreement for KFA loan 

was done in December 2011 and January 2012). Management, based on legal experts' 

advice, does not expect this liability to arise.  

 

• The credit facility given by some bankers to USL is expiring on September 30, 2014. The 

total working capital limit from the bank stands at INR3750mn and management 

believes that it is in a position to meet the funding requirement.  

 

• USL prepaid INR6280mn (including INR40mn prepayment penalty) which the bank has 

not agreed upon and has charged interest of INR276mn to USL. The matter is under 

dispute with the Karnataka High Court.  

 

• Since USL's accumulated loss stood at 52% of its peak net worth in the previous 4 

financial years, the company is required to file under the Sick Industrial Companies Act, 

1985. 

 
 

 

 

 

 



 

 

 

United Spirits 

5  Edelweiss Securities Limited 

Table 1: Balance sheet 

 

Source: Company, Edelweiss research 

 

 

 

As on 31st March 2014 FY14 FY13 % change Y-o-Y

Sources of funds

  Share capital 1,453                1,259                15.5                       

  Reserves and surplus 28,869              46,614              (38.1)                      

Net worth 30,323              47,873              (36.7)                      

Minority interest 8                        111                   (93.2)                      

  Long term borrowings 9,967                46,755              (78.7)                      

  Other long term liabil ities 1,868                2,287                (18.3)                      

  Long term provisions 2,152                2,035                5.7                         

Non-current l iabil ities 13,987              51,077              (72.6)                      

  Short term borrowings 70,391              24,110              192.0                     

  Trade payables 18,446              18,886              (2.3)                        

  Other current l iabil ities 11,433              20,996              (45.5)                      

  Short term provisions 3,989                1,777                124.5                     

Current liabil ities 104,259           65,769              58.5                       

Total sources of funds 148,576           164,830           (9.9)                        

Uses of funds

Fixed assets 29,081              27,957              4.0                         

Goodwill  on consolidation 29,019              52,046              (44.2)                      

Investment 2,380                2,179                9.2                         

Deferred tax asset (net) 967                   589                   64.1                       

Other non-current assets 1                        1,774                (99.9)                      

Long term loans and advances 18,510              20,301              (8.8)                        

  Inventories 29,351              25,112              16.9                       

  Sundry debtors 22,653              24,171              (6.3)                        

  Cash and bank balances 7,047                2,816                150.2                     

  Other current assets 140                   441                   (68.2)                      

  Loans and advances 9,427                7,445                26.6                       

Total current assets 68,618              59,984              14.4                       

Total uses of funds 148,576           164,830           (9.9)                        
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Financial snapshot        (INR mn) 

 Year to March    Q4FY14   Q4FY13   % change   Q3FY14    % change   FY14   FY15E   FY16E  

Net revenues  19,170   18,662   2.7   22,784   (15.9)   105,009   90,159   106,204  

Other operating income  264   52   403.6   302   (12.6)   1,145   1,102   1,191  

Total operating income  19,433   18,714   3.8   23,086   (15.8)   106,154   91,262   107,394  

Cost of goods sold  11,196   10,697   4.7   13,995   (20.0)   57,894   51,158   58,465  

Gross profit  8,238   8,018   2.7   9,091   (9.4)   48,261   40,103   48,929  

Staff costs  1,461   798   83.0   1,555   (6.1)   8,602   6,511   7,650  

Advt. sales & promotions  1,980   1,925   2.9   2,338   (15.3)   13,004   11,162   13,660  

Other expenses  3,630   3,136   15.8   2,977   21.9   16,799   11,627   13,442  

Total exp. (excl. cogs)  7,071   5,859   20.7   6,870   2.9   38,405   29,300   34,751  

EBITDA  1,166   2,159   (46.0)   2,221   (47.5)   9,856   10,803   14,178  

Depreciation  310   195   59.0   183   69.6   2,026   1,350   1,785  

EBIT  857   1,964   (56.4)   2,038   (58.0)   7,830   9,454   12,393  

Other income  (197)   594   NA   619   NA   1,221   1,844   2,029  

EBIT including other income  660   2,558   (74.2)   2,657   (75.2)   9,051   11,298   14,422  

Interest  1,666   1,570   6.1   1,505   10.7   13,226   5,246   3,996  

PBT before exceptionals  (1,007)   988   NA   1,153   NA   (4,174)   6,052   10,426  

Provision for taxes  (628)   288   NA   313   NA   2,762   1,695   3,128  

Core profit  (379)   700   NA   840   NA   (6,937)   4,358   7,298  

Exceptionals  (53,422)   (140)   NA   (191)   NA   (37,951)        

Net profit  (53,801)   560   NA   649   NA   (44,891)   4,358   7,298  

Diluted EPS (INR)  (2.6)   5.4   NA  5.8   NA   (47.7)  30.0   50.2  

         

As % of net revenues         

COGS  57.6   57.2     60.6     54.5   56.1   54.4  

Employee cost  7.5   4.3     6.7     8.1   7.1   7.1  

Adv. & sales promotions  10.2   10.3     10.1     12.2   12.2   12.7  

Other expenditure  18.7   16.8     12.9     15.8   12.7   12.5  

EBITDA 6.0   11.5     9.6     9.3   11.8   13.2  

EBIT  4.4   10.5     8.8     7.4   10.4   11.5  

EBIT incl. other income  3.4   13.7     11.5     8.5   12.4   13.4  

PBT  (5.2)   5.3    5.0     (3.9)   6.6   9.7  

Adjusted net profit  (1.9)   3.7     3.6     (6.5)   4.8   6.8  

Tax rate  62.4   29.2     27.2     (66.2)  28.0  30.0  
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Change in Estimates 

 FY15E FY16E  

 New Old % change New Old % change Comments 

Net Revenue 90,159 125,428 (28.1) 106,204 141,866 (25.1) Due to divestment of W&M 

(contributing ~18% to consolidated 

sales) and slowdown in alcohol 

industry volume growth) 

EBITDA 10,803 15,797 (31.6) 14,178 18,253 (22.3) Reduce gross margin by 100bps in 

FY15 as the ENA prices continue to 

put pressure (up 7-8% YoY) 

EBITDA Margin 11.8 12.5  13.2 12.8   

Core profit 4,358 7,527 (42.1) 7,298 9,252 (21.1)  

PAT Margin 4.8 5.9  6.8 6.5   

Capex 5,000 4,550 9.9 7,000 4,501 55.5 Expect management to step up  

investment in back end 
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Company Description 

USL is the largest spirits company in the branded spirits market in India and is the second 

largest spirits group in the world. It has leading brands across all categories and price 

segments. It has 22 millionaire brands of the nearly 140 brands that company owns. It 

enjoys a market share of ~55% with over 120 mn cases of liquor sold in India. It has 

manufacturing and bottling presence in every state in India supported by a vast distribution 

and marketing network across the country. It has an aggressive acquisition strategy. It 

acquired the second largest Indian liquor manufacturer Shaw Wallace, French winemaker 

Bouvet Ladubay, and, the fourth largest Scotch whisky player in the world, Whyte & 

Mackay. Recently Diageo increased its stake in the company via open offer to 54.78%. USL 

sold off Whyte and Mackay to Emperador for GBP430mn.  

 

 

Investment Theme 

We believe USL is a secular play on favorable demographics. It has achieved unparalleled 

dominance in the IMFL industry, holding ~50% market share in terms of volume. It is present 

across all five segments, viz. whisky, rum, gin, brandy and vodka and has also entered the 

fast growing wine segment. Pan-India manufacturing presence and robust distribution 

network confer high bargaining power to the company in negotiating with vendors. We 

expect consumer uptrading and USL’s focus on main-line brands to help it register high 

volume growth over longer term. Diageo’s control to bring in better focus and lead to steady 

sales and margin improvement over the long term. 

 

Its nearest competitor is one-fifth of USL, in sales and market share. Product portfolio 

spanning all segments of IMFL, presence across price segments, 23 millionaire brands (sales 

greater than 1 mn cases per annum) and pan-Indian manufacturing facilities lend 

unmatched leadership to USL and high bargaining power with vendors, suppliers and 

distributors. 

 

 

Key Risks 

There is a risk of write-off (intra group loans) in ensuing quarters. 

 

USL is exposed to changes in pricing by state governments. Nearly 50% of sales volumes are 

generated from regions where state governments control prices. Increase in taxes, changes 

in the distribution structure, prohibition of liquor in any state could hit USL. 

 

Any further increase in prices of molasses, ENA and glass prices can impact profit margins. 
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United Spirits 

Financial Statements 

    
 
 

Income statement    (INR mn) 

Year to March FY13 FY14 FY15E FY16E 

Net revenue 104,115 105,009 90,159 106,204 

Other Operating Income 871 1,145 1,102 1,191 

Total operating income 104,986 106,154 91,262 107,394 

Materials costs 57,896 57,894 51,158 58,465 

Gross profit 47,090 48,261 40,103 48,929 

Employee costs 7,529 8,602 6,511 7,650 

Other Expenses 15,782 16,799 11,627 13,442 

Advertisement & sales costs 10,611 13,004 11,162 13,660 

EBITDA 13,169 9,856 10,803 14,178 

Depreciation & Amortization 1,784 2,026 1,350 1,785 

EBIT 11,385 7,830 9,454 12,393 

Other income 1,563 1,221 1,844 2,029 

EBIT incl. other income 12,948 9,051 11,298 14,422 

Interest expenses 9,849 13,226 5,246 3,996 

Exceptionals (2,368) (37,951) - - 

Profit before tax 3,099 (4,174) 6,052 10,426 

Provision for tax 1,781 2,762 1,695 3,128 

Net profit 1,318 (6,937) 4,358 7,298 

Minority interest (38) 3 - - 

Profit after minority interest (1,012) (44,891) 4,358 7,298 

Basic EPS (INR) 10.5 (47.7) 30.0 50.2 

Shares outstanding (mn) 126 145 145 145 

Diluted EPS (INR) 10.5 (47.7) 30.0 50.2 

CEPS (INR) 24.6 (33.8) 39.3 62.5 

Dividend per share (INR) 2.6 - 3.0 4.0 

Dividend payout (%) 24.1 - 10.0 8.0 

     
 

Common size metrics     

Year to March FY13 FY14 FY15E FY16E 

Materials costs 55.1 54.5 56.1 54.4 

Employee expenses 7.2 8.1 7.1 7.1 

Advertising & sales costs 10.1 12.2 12.2 12.7 

Other expenses 15.0 15.8 12.7 12.5 

Interest expenditure 9.4 12.5 5.7 3.7 

EBITDA margins 12.5 9.3 11.8 13.2 

Net profit margins 1.3 (6.5) 4.8 6.8 

     
 

Growth ratios (%)     

Year to March FY13 FY14 FY15E FY16E 

Revenues 14.3 1.1 (14.0) 17.7 

EBITDA 24.2 (25.2) 9.6 31.2 

Net profit (16.7) NM NM 67.5 

EPS (16.7) NM NM 67.5 

     
 

 

Key Assumptions     

Year to March FY13 FY14E FY15E FY16E 

Macro      

 GDP(Y-o-Y %) 5.0 4.8 5.4 6.3 

 Inflation (Avg) 7.4 6.2 5.5 6.0 

 Repo rate (exit rate) 7.5 8.0 7.8 7.3 

 USD/INR (Avg) 54.5 60.5 58.0 56.0 

Company      

 Revenue growth (Y-o-Y %)     

 Volume growth (standalone) 3.0 (5) (1) 5.0 

 Pricing change (standalone) 6.3 6.4 9.3 12.8 

 Excise Duties as a % of Gross sales (standalone) 57.6 61.1 61.0 60.0 

 EBITDA margin assumptions     

 COGS as % of sales (standalone) 59.2 58.8 55.0 53.5 

 Staff costs as % of sales (standalone) 5.2 6.6 7.0 7.0 

 A&P as a % of sales (standalone) 9.0 10.0 12.0 12.5 

 Financial assumptions     

 Tax rate (standalone) 38.2 (1.5) 33.0 33.0 

 Capex (INR mn) 1,183 4,238 5,000 7,000 

 Debtor days 36 35 35 35 

 Inventory days 166 185 175 165 

 Payable days 133 125 123 120 

 Cash conversion cycle (days) 69 95 87 80 
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Peer comparison valuation 

  Market cap Diluted PE (X) EV/EBITDA (X) ROAE (%) 

Name (USD mn) FY15E FY16E FY15E FY16E FY15E FY16E 

United Spirits 5,491 76.1 45.5 33.3 25.5 13.5 19.5 

Asian Paints 10,271 41.6 34.2 25.4 21.1 34.4 34.4 

Colgate 3,500 38.2 32.8 26.4 22.7 87.3 91.1 

Dabur 6,568 37.8 31.6 28.6 23.7 35.0 33.5 

Godrej Consumer 5,717 39.7 31.7 27.4 22.6 21.4 23.2 

Hindustan Unilever 26,266 38.4 34.6 28.0 25.1 106.2 99.3 

ITC 46,253 27.4 23.9 17.7 15.4 35.5 36.4 

AVERAGE - 40.8 32.7 26.3 21.8 42.7 42.5 

Source: Edelweiss research 

Cash flow metrics     

Year to March FY13 FY14E FY15E FY16E 

Operating cash flow 10,091 3,713 14,494 9,928 

Investing cash flow (488) 18,789 35,000 (7,000) 

Financing cash flow (10,361) (17,211) (45,756) (4,679) 

Net cash flow (758) 5,291 3,738 (1,751) 

Capex (1,183) (4,238) (5,000) (7,000) 

Dividends paid (383) - (510) (683) 

     
 

Profitability & efficiency ratios     

Year to March FY13 FY14E FY15E FY16E 

ROAE (%) 2.9 (17.7) 13.5 19.5 

ROACE (%) 8.9 6.6 10.4 16.2 

Inventory day 166 185 175 165 

Debtors days 36 35 35 35 

Payable days 133 125 123 120 

Cash conversion cycle (days) 69 95 87 80 

Current ratio 2.6 2.2 2.0 2.0 

Debt/EBITDA 6.3 8.1 3.7 2.8 

Debt/Equity 1.7 2.6 1.2 1.0 

Adjusted debt/equity 1.7 2.6 1.2 1.0 

Interest coverage 1.2 0.6 1.8 3.1 

     
 

Operating ratios     

Year to March FY13 FY14E FY15E FY16E 

Total asset turnover 0.8 0.9 1.0 1.4 

Fixed asset turnover 3.9 3.8 3.0 3.1 

Equity turnover 2.2 2.7 2.8 2.9 

     
 

Valuation parameters     

Year to March FY13 FY14E FY15E FY16E 

Diluted EPS (INR) 10.5 (47.7) 30.0 50.2 

Y-o-Y growth (%) (16.7) (555.8) (162.8) 67.5 

CEPS (INR) 24.6 (33.8) 39.3 62.5 

Diluted PE (x) 218.0 (47.8) 76.1 45.5 

Price/BV (x) 6.0 10.9 9.7 8.1 

EV/Sales (x) 3.5 3.8 3.9 3.4 

EV/EBITDA (x) 27.9 41.0 33.3 25.5 

Dividend yield (%) 0.1 - 0.1 0.2 
 

 

Balance sheet    (INR mn) 

As on 31st March FY13 FY14E FY15E FY16E 

Equity capital 1,259 1,453 1,453 1,453 

Reserves & surplus 46,614 28,869 32,717 39,332 

Shareholders funds 47,873 30,323 34,170 40,785 

Minority interest (BS) 111 7 7 7 

Borrowings 82,459 79,959 39,959 39,959 

Deferred tax liability 1,062 1,062 1,062 1,062 

Sources of funds 131,505 111,352 75,199 81,814 

Total net fixed assets 27,957 30,169 33,819 39,034 

Goodwill on consolidation 52,045 29,019 1,019 1,019 

Cash and equivalents 2,434 7,725 11,463 9,712 

Inventories 25,112 29,343 24,528 26,430 

Sundry debtors 24,170 22,157 20,845 24,076 

Loans and advances 26,764 28,764 16,764 16,764 

Other current assets 2,597 2,597 2,597 2,597 

Total current assets (ex cash) 78,644 82,862 64,734 69,867 

Trade payable 22,210 19,827 17,240 19,222 

Others current liabilities 9,544 20,776 20,776 20,776 

Total current liabilities & 31,755 40,603 38,016 39,997 

Net current assets (ex cash) 46,889 42,259 26,719 29,869 

Uses of funds 131,505 111,352 75,199 81,814 

Book value per share (INR) 380.3 208.7 235.1 280.6 

     
 

Free cash flow    (INR mn) 

Year to March FY13 FY14E FY15E FY16E 

Net profit (1,012) (44,891) 4,358 7,298 

Add : Non cash charge 13,963 53,206 6,595 5,781 

Gross cash flow 12,951 8,315 10,953 13,079 

Less: Changes in WC 1,739 4,602 (3,541) 3,151 

Operating cash flow 11,212 3,713 14,494 9,928 

Less: Capex 1,183 4,238 5,000 7,000 

Free cash flow 10,029 (524) 9,494 2,928 
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Holding - Top 10

Perc. Holding Perc. Holding

Carmignac Gestion 4.12                      Capital World Investors 1.81                      

Morgan Stanley Asia/Singapore 1.64                      Fidelity Management & Research 1.54                      

Merrill Lynch Capital Markets Es 1.49                      Vanguard Group Inc 1.18                      

Blackrock Fund Advisors 0.71                      Reliance Capital Trustee Co Ltd 0.61                      

Platinum Investment Mgmt Ltd 0.40                      Birla Sun Life Asset Management 0.40                      

*as per last available data

Insider Trades 
 Reporting Data   Acquired / Seller   B/S   Qty Traded  

19 Aug 2014 United Breweries (Holdings) Limited Sell 3629985.00 

04 Jul 2014 Relay B.V. Buy 37785214.00 

25 Jun 2014 Kingfisher Finvest India Limited Sell 1748000.00 

06 May 2014 United Breweries (Holdings) Limited Sell 135400.00 
 

*in last one year 

 

Bulk Deals 
 Data   Acquired / Seller   B/S   Qty Traded   Price  

31 Jan 2014 Relay Bv Buy 3500000 2474.45 

31 Jan 2014 Oppenheimer Funds Inc Sell 3642045 2474.25 

26 Nov 2013 Relay Bv Buy 1967940 2400.00 

26 Nov 2013 Morgan Stanley Asia (Singapore) Pte Sell 3918652 2406.51 

     
 

*in last one year 

 

Additional Data 

Directors Data 

Dr. Vijay Mallya Non Executive Chairman Mr. S.R. Gupte Non Executive Vice Chairman 

Mr. Ashok Capoor Executive / Managing Director Mr. M.R. Doraiswamy Iyengar Independent Non Executive Director 

Mr. B.M. Labroo Independent Non Executive Director Mr. Sreedhara Menon Independent Non Executive Director 

Mr. Sudhindar Krishan Khanna Independent Non Executive Director Mr. G.N. Bajpai Independent Non Executive Director 
 

 

  Auditors -  BSR 

*as per last annual report 
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Company Absolute 

reco 

Relative 

reco 

Relative 

risk 

Company Absolute 

reco 

Relative 

reco 

Relative 

Risk 

Asian Paints BUY SO M Bajaj Corp HOLD SU H 

Colgate HOLD SP M Dabur BUY SO M 

Emami BUY SO H GlaxoSmithKline Consumer 

Healthcare 

HOLD SP M 

Godrej Consumer  BUY SP H Hindustan Unilever REDUCE SU L 

ITC BUY SO L Marico BUY SO M 

Nestle Ltd HOLD SU L Pidilite Industries BUY SO M 

United Spirits BUY SP H     
 

RATING & INTERPRETATION 

ABSOLUTE RATING 

Ratings Expected absolute returns over 12 months

Buy More than 15%

Hold Between 15% and - 5%

Reduce Less than -5%

RELATIVE RETURNS RATING 

Ratings Criteria

Sector Outperformer (SO) Stock return > 1.25 x Sector return

Sector Performer (SP) Stock return > 0.75 x Sector return

Stock return < 1.25 x Sector return

Sector Underperformer (SU) Stock return < 0.75 x Sector return

Sector return is market cap weighted average return for the coverage universe                      

within the sector

RELATIVE RISK RATING 

Ratings Criteria

Low (L) Bottom 1/3rd percentile in the sector

Medium (M) Middle 1/3rd percentile in the sector

High (H) Top 1/3rd percentile in the sector

Risk ratings are based on Edelweiss risk model

SECTOR RATING 

Ratings Criteria

Overweight (OW) Sector return > 1.25 x Nifty return

Equalweight (EW) Sector return > 0.75 x Nifty return

Sector return < 1.25 x Nifty return

Underweight (UW) Sector return < 0.75 x Nifty return
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Edelweiss Securities Limited, Edelweiss House, off C.S.T. Road, Kalina, Mumbai – 400 098. 

Board: (91-22) 4009 4400, Email: research@edelweissfin.com 

Vikas Khemani  Head   Institutional Equities  vikas.khemani@edelweissfin.com +91 22 2286 4206 

Nischal Maheshwari Co-Head  Institutional Equities & Head   Research nischal.maheshwari@edelweissfin.com  +91 22 4063 5476 

Nirav Sheth Head   Sales  nirav.sheth@edelweissfin.com +91 22 4040 7499 

Coverage group(s) of stocks by primary analyst(s): Consumer Goods 

Asian Paints, Bajaj Corp, Colgate, Dabur, Godrej Consumer, Emami, Hindustan Unilever, ITC, Marico, Nestle Ltd, Pidilite Industries, GlaxoSmithKline 

Consumer Healthcare, United Spirits 

 

Distribution of Ratings / Market Cap 

Edelweiss Research Coverage Universe  

 

Rating Distribution* 151 44 9 205 

* 1 stocks under review 

 

Market Cap (INR) 144 56 5 

Date Company Title Price (INR) Recos 

 

Recent Research 

27-Aug-14 Asian Paints Indonesia, the new 

international destination;  

Company Update 

608 Buy 

22-Aug-14 Consumer 

Goods 

God’s own country tips 

tipplers’ woes; EdelFlash 

  

18-Aug-14 Consumer 

Goods 

Pricing power increases;  

Q1FY15 Result Review 

  

 

 > 50bn Between 10bn and 50 bn < 10bn 

 Buy Hold Reduce Total 

Rating Interpretation 

  

 

Buy appreciate more than 15% over a 12-month period 

Hold appreciate up to 15% over a 12-month period 

Reduce depreciate more than 5% over a 12-month period 

Rating Expected to 
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DISCLAIMER  

 

General Disclaimer: 

This report has been prepared by Edelweiss Securities Limited (Edelweiss). Edelweiss, its holding company and associate 

companies are a full service, integrated investment banking, portfolio management and brokerage group. Our research analysts 

and sales persons provide important input into our investment banking activities. This report does not constitute an offer or 

solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information 

contained herein is from publicly available data or other sources believed to be reliable, but we do not represent that it is 

accurate or complete and it should not be relied on as such. Edelweiss or any of its affiliates/ group companies shall not be in any 

way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in 

this report. This report is provided for assistance only and is not intended to be and must not alone be taken as the basis for an 

investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this report should 

make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of 

companies referred to in this report (including the merits and risks involved), and should consult his own advisors to determine 

the merits and risks of such investment. The investment discussed or views expressed may not be suitable for all investors. We 

and our affiliates, group companies, officers, directors, and employees may: (a) from time to time, have long or short positions in, 

and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such 

securities and earn brokerage or other compensation or act as advisor or lender/borrower to such company (ies) or have other 

potential conflict of interest with respect to any recommendation and related information and opinions. This information is 

strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or 

redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any 

purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or 

located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be 

contrary to law, regulation or which would subject Edelweiss and affiliates/ group companies to any registration or licensing 

requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons 

in whose possession this report comes, should inform themselves about and observe, any such restrictions. The information given 

in this report is as of the date of this report and there can be no assurance that future results or events will be consistent with this 

information. This information is subject to change without any prior notice. Edelweiss reserves the right to make modifications 

and alterations to this statement as may be required from time to time. However, Edelweiss is under no obligation to update or 

keep the information current. Nevertheless, Edelweiss is committed to providing independent and transparent recommendation 

to its client and would be happy to provide any information in response to specific client queries. Neither Edelweiss nor any of its 

affiliates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, 

indirect, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the 

information. Past performance is not necessarily a guide to future performance. The disclosures of interest statements 

incorporated in this report are provided solely to enhance the transparency and should not be treated as endorsement of the 

views expressed in the report. Edelweiss Securities Limited generally prohibits its analysts, persons reporting to analysts and their 

dependents from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The 

information provided in these reports remains, unless otherwise stated, the copyright of Edelweiss. All layout, design, original 

artwork, concepts and other Intellectual Properties, remains the property and copyright Edelweiss and may not be used in any 

form or for any purpose whatsoever by any party without the express written permission of the copyright holders.  

 

Analyst Certification: 

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about 

the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or 

indirectly related to specific recommendations or views expressed in this report.  

 

Analyst holding in the stock: No. 

 

Edelweiss shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason 

including network (Internet) reasons or snags in the system, break down of the system or any other equipment, server 

breakdown, maintenance shutdown, breakdown of communication services or inability of the Edelweiss to present the data. In no 

event shall the Edelweiss be liable for any damages, including without limitation direct or indirect, special, incidental, or 

consequential damages, losses or expenses arising in connection with the data presented by the Edelweiss through this 

presentation. 
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Access the entire repository of Edelweiss Research on www.edelresearch.com 

Disclaimer for U.S. Persons 

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has 

prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States 

(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to 

supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required 

to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public 

appearances and trading securities held by a research analyst account. 

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule 

15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and 

Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as 

specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, 

duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.  

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC 

in order to conduct certain business with Major Institutional Investors, Edelweiss Securities Limited has entered into an 

agreement with a U.S. registered broker-dealer, Enclave Capital, LLC ("Enclave").  

Transactions in securities discussed in this research report should be effected through Enclave Capital, LLC. 

Disclaimer for U.K. Persons 

The contents of this research report have not been approved by an authorised person within the meaning of the Financial 

Services and Markets Act 2000 ("FSMA").  

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional 

experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the 

“Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated 

associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being 

referred to as “relevant persons”). 

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment 

activity to which this research report relates is available only to relevant persons and will be engaged in only with relevant 

persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This 

research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other 

person.  

Disclaimer for Canadian Persons 

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have 

prepared the research report.  The research analysts preparing the research report are resident outside the Canada and are not 

associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by 

a Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario 

Securities Commission, other Canadian provincial securities regulators, the Investment Industry Regulatory Organization of 

Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research 

analysts' business or relationship with a subject company or trading of securities by a research analyst. 

This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103")) 

who are resident in the Province of Ontario, Canada (an "Ontario Permitted Client").  If the recipient of this report is not an 

Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the report to 

the sender.  Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person. 

ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain 

international advisers and/or dealers.  Please be advised that (i) ESL is not registered in the Province of Ontario to trade in 

securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (ii) ESL's head office or 

principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv) 

there may be difficulty enforcing legal rights against ESL because of the above; and (v) the name and address of the ESL's agent for 

service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada. 
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