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Britannia Industries (Britannia) posted weak numbers in Q2FY2022 as raw material inflation dragged 
down PAT by 23% y-o-y. Consolidated revenue grew by 5.5% y-o-y to Rs. 3,607.4 crore. Domestic volume 
grew by 2% (two-year CAGR of 5%). Input cost inflation of 14% dragged down gross margins by 502 bps to 
37.5% and OPM by 428 bps to 15.5%. Operating profit decreased by 17% y-o-y to Rs. 558.3 crore and PAT 
decreased by 23% y-o-y to Rs. 381.6 crore. Near-term focus will be on mitigating raw material pressure 
through price hikes and efficiencies. The company is banking on market share gains, expanding reach in 
rural India and strong traction to innovations.

Key positives

 � The company continues to gain market share in the biscuits category; gap with large competitor 
improved in H1FY2022.

 � Growth in channels (including modern trade) stood at 1.09x to pre-COVID levels.

 � Other businesses are gaining momentum with a healthy double-digit growth in dairy segment while on 
international front Nepal continued to grow in high double digits.

Key negatives

 � Domestic volume grew by 2% lower as compared to expectation of 4-5%.

 � Raw material inflation led to a 502 bps y-o-y and 119 bps q-o-q decline in gross margins.

Management Commentary

 � The company has hiked prices by 10% (3% actual price hike and 7% in the form of reducing grammage), 
which will help mitigate raw material inflation. The company expects OPM to recover to pre-covid level 
of 16-17% by Q4.

 � Volume growth is expected to be stay moderate at 2-3% in the coming quarters, but still be ahead of 
industry growth. Market share gains, expanding reach in rural India and strong traction to innovations 
would help volume growth trajectory to improve ahead.

 � Globally, Nepal will continue to grow in double digits, a change in distributor in Middle the East will 
help the business revamp; expansion in African region by entering into manufacturing contracts.

 � Inter-corporate deposits increased to Rs. 505 crore in Q2FY2022 from Rs. 470 crore in Q1.

Revision in estimates – We have revised downwards our earnings for FY2022/23/24 to factor in the lower 
than earlier estimated volume growth (especially in FY2022) and OPM.

Our Call

Outlook: Maintain Buy with revised price target of Rs. 4,375 -  With sustained market share gains, product 
launches and higher traction on new channels (including e-Commerce), we expect Britannia’s core biscuit 
category to grow ahead of industry growth in the medium term. This along with a scale-up in revenues 
of adjacent categories and efficiencies would help Britannia to achieve double-digit earnings growth over 
FY2021-24E (barring FY2022). The stock has underperformed the broader indices in the last one year and 
is trading at discounted valuation of 42.4x/36.0x its FY2023/24E EPS. Leadership position in the biscuits 
category and focus on becoming a large domestic food company through scaling up the adjacent categories 
would drive the earnings growth in long run. Britannia remains a good portfolio pick from long-term 
perspective and we maintain our Buy recommendation on stock with a revised price target of Rs. 4,375. 

Key Risks

Any slowdown in sales of key categories or significant increase in key input prices from the current level 
would act as a key risk our earnings estimates in the near term.

Summary

 � Britannia Industries (Britannia) posted weak numbers in Q2FY2022 with muted volume growth of 2%, 
while input cost inflation dragged down margins by 428 bps y-o-y, thus resulting in a 23% decline in 
PAT.

 � The company has hiked prices by 10% to mitigate the impact of input cost inflation. OPM will 
sequentially improve in the quarters ahead. 

 � Volume growth to stay moderate at low single digit in the next 1-2 quarters. Market share gains, 
expanding reach in rural India and strong traction to innovation would help volume growth trajectory 
to improve ahead.

 � The stock has underperformed broader indices and is trading at 42.4x/36x its FY2023/24E earnings. 
We maintain a Buy recommendation on the stock with revised price target of Rs. 4,375.
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Company details

Market cap: Rs. 87,250 cr

52-week high/low: Rs. 4,152 / 3,318

NSE volume:  
(No of shares)

4.2 lakh

BSE code: 500825

NSE code: BRITANNIA

Free float:  
(No of shares)

11.9 cr

Valuation (Consolidated) Rs cr

Particulars FY21 FY22E FY23E FY24E

Revenue 13,136 14,007 15,731 17,502

OPM (%) 19.1 16.4 17.3 18.1

Adjusted PAT 1,850 1,685 2,057 2,427

% YoY growth 31.2 -8.9 22.1 18.0

Adjusted EPS (Rs.) 76.8 70.0 85.4 100.8

P/E (x) 47.2 51.8 42.4 36.0

P/B (x) 24.6 21.7 17.9 14.3

EV/EBIDTA (x) 35.7 38.3 32.1 27.2

RoNW (%) 46.5 44.5 46.2 44.2

RoCE (%) 31.3 29.9 34.6 35.6
Source: Company; Sharekhan estimates

Britannia Industries Ltd
Weak Q2; steps undertaken to mitigate input cost pressure 

Consumer Goods Sharekhan code: BRITANNIA

Reco/View: Buy  CMP: Rs. 3,622 Price Target: Rs. 4,375 â

á Upgrade  Maintain â Downgrade

Source: Morningstar

ESG Disclosure Score
 ESG RISK RATING 31.02
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Consolidated revenue grew by 5.5% y-o-y on a high base; OPM decreased by 428 bps y-o-y:

Revenue grew by 5.5% y-o-y and 6% q-o-q to Rs. 3,607.4 crore largely in line with our expectation of Rs. 

3,663.7 crore and slightly better than consensus estimates of Rs. 3,560 crore. Volume growth stood at 2% 

versus expectation of 4-5%. Revenue growth was moderated considering the high base of Q2FY21. Revenue 

growth on a two-year CAGR basis stood at 18% (volume growth of 5%). With raw material inflation of ~14% in 

Q2, gross margins dipped by 502 bps y-o-y and 119 bps q-o-q to 37.5%. Palm oil, industrial fuel and packaging 

material inflation stood at 54%, 35% and 30%, respectively. The company partially mitigated the impact 

through strategic covers, cost efficiency and price hikes in portfolio. Sharp decline in the gross margins led to 

428 bps y-o-y and 79 bps q-o-q decline in OPM to 15.5% (lower than our as well street expectation of 16.7%). 

Operating profit declined by 17.3% y-o-y to Rs. 558.3 crore. This along with lower other income and high 

interest expenses led to 23% y-o-y decrease in the adjusted PAT to Rs. 381.6 crore; below our expectation 

of Rs. 430 crore and street expectation of Rs. 455 crore. On a two-year CAGR basis, PAT declined by 5%. 

Q2FY20 includes Rs. 35 crore income tax benefit pertaining to Q1FY20 on account of retrospective Income 

tax rate reduction, the two-year PAT growth after adjusting for the same is at 4%.

Key conference call highlights

 � Raw material inflation stood at 14% in Q2; likely to remain firm: With COVID-19 cases receding during the 

quarter, economic activity started picking up which led to revival in demand. However, inflationary trends 

continued around the globe and across sectors impacting profitability. Palm oil was up by 54%, industrial 

fuel was higher by 35% and packaging materials were up by 30%. Diesel prices were up by 20%, laminate 

cost up by 19% and corrugated box price higher by 46%. The company’s key raw materials also witnessed 

inflation, with milk prices up by 15% and refined palm oil inflation at 46% (market inflation at 54%). Britannia 

witnessed deflation in flour and sugar of 7% and 2% respectively against market inflation as the company 

bought these raw materials at the right price. Overall, raw material inflation for the quarter stood at 14%. 

The company expects the inflation to remain firm in the quarters ahead.

 � Price hike of 10% to mitigate the impact of input cost inflation: The company plans to mitigate the impact 

of input cost pressure through price increases, focus on cost reduction and reduction in discretionary 

spends. The company undertook price increase of 1% in Q1 and 10% in Q2.  As per the management, one-

third of the price increase is undertaken through MRP changes and 2/3rd through grammage reduction. 

MRP increases are comparatively easy to implement and hence have been already reflected while 

grammage reduction requires a transition of SKUs that takes some time and the company expects to 

implement the same over the next few quarters. Thus entire price increase of 10% will be reflected by 

Q4FY022. The company has undertaken various programmes such as zero-based budgeting, saving from 

reduced wastages, improvement in productivity and reducing distance to market. The cost efficiencies 

from these programmes came in at Rs. 250 crore. 

 � Innovation will contribute ~5% to revenues: Due to COVID-led disruptions, the company had slowed 

down its pace of innovation but with a revival in demand, the company targets innovation to be at 5% of 

its revenue. During the quarter, the company launched Milk Bikis classic in Tamil Nadu to celebrate the 

40th anniversary of the brand and expanded the presence of Britannia 5050 Potazos, across the country. 

This quarter also saw the pan-India launch of Treat Stix with commercialization of wafers facility in Tamil 

Nadu and launch of marble cake in the Eastern region, which will be extended to rest of India to create 

excitement in wafers and cake categories. The management has guided that going ahead, the company 

will be aggressive on innovation and on its non-biscuit portfolio. 
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 � Focus on expanding reach in rural markets: The company continued its focus on increasing direct 

distribution and improving its rural footprint. The company now has 25,000 rural distributors against 

19,000 distributors as of March 2020 while the direct distribution is at 21.5 lakh outlets up from 19.7 lakh 

in March 2020. The modern trade channel has also delivered good growth of 9% over Q2FY2020. The 

growth of the focus states is higher by 33% as compared to the rest of India. Majority of the focus states is 

rural thus reinforcing the company’s aim to grow its rural footprint.

 � Continues to gain market share in the domestic market: Britannia continued to witness market share 

gains as compared its competitors (sixth consecutive year of leadership positioning). The company gained 

2.5x market share in the rural market vs the urban market over FY20. As per the management, apart from 

the market share gains in the biscuits portfolio, the market share gains have extended to the non-biscuit 

portfolio as well. As a result, the company significantly reinforced its market leadership. Currently the 

company’s market share in rural markets is 70% of its overall domestic market share. It is focusing on 

improving the rural market share close to urban market share over the next two to three years.

 � Adjacencies are gaining momentum: With respect to its other businesses, the company delivered a 

healthy double digit growth in the dairy portfolio led by the growth in milkshakes, witnessed consistent 

increase in market share coupled with Tamil Nadu plant commercialization and launch of Treat Stix. 

 � Focus on scaling up international business: On the international front, in Nepal the company recently 

crossed the 100-crore mark with growth in high double digits. The company has seen good traction for its 

products in the country. In the Middle East, the company has taken a step back and changed its master 

distributor in UAE. This has aided the company as it had led to market share gains and the company 

is slowly reaching its earlier high levels of market shares. In Africa, the company has set up contract 

manufacturing plants in Egypt and Uganda and plans to set up one more plant in the near term. 

 � Other highlights

 � Britannia released its first sustainability report during this quarter. The ESG milestones that it set out for 

itself have been tied up across the organisation and the team is confident of achieving the same. 

 � Inter-corporate deposits to group companies (Bombay Dyeing and Bombay Burmah) came in at Rs. 505  

crore in Q2 against Rs. 470  crore in Q1. 
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Results (Consolidated) Rs cr

Particulars Q2FY22 Q2FY21 y-o-y % Q1FY22 q-o-q %

Total revenues 3,607.4 3,419.1 5.5 3,403.5 6.0

Raw material cost 2,254.3 1,965.1 14.7 2,086.5 8.0

Employee cost 153.6 134.5 14.2 139.3 10.3

Other expenses 641.1 644.1 -0.5 623.9 2.8

Total operating expenses 3,049.0 2,743.7 11.1 2,849.7 7.0

Operating Profit 558.3 675.4 -17.3 553.8 0.8

Other income 53.4 73.5 -27.3 60.5 -11.7

Interest expenses 39.0 29.8 30.7 34.2 13.9

Depreciation 50.2 48.5 3.4 49.1 2.2

Profit before tax 522.6 670.6 -22.1 531.0 -1.6

Tax charges 141.0 175.0 -19.4 144.2 -2.2

Adjusted PAT 381.6 495.6 -23.0 386.8 -1.3

Share of profit from associates 0.2 0.0 - 0.2 4.8

Reported PAT 381.8 495.6 -23.0 387.0 -1.3

EPS (Rs.) 15.9 20.6 -23.0 16.1 -1.3

   BPS  BPS

GPM (%) 37.5 42.5 -502 38.7 -119

OPM (%) 15.5 19.8 -428 16.3 -79

NPM (%) 10.6 14.5 -392 11.4 -79

Tax rate (%) 27.0 26.1 89 27.2 -17
Source: Company; Sharekhan Research

Result snapshot (Standalone) Rs cr

Particulars Q2FY22 Q2FY21 y-o-y % Q1FY22 q-o-q %

Total revenues 3425.3 3227.6 6.1 3236.2 5.8

Operating Profit 530.9 620.9 -14.5 523.7 1.4

Other income 51.0 71.2 -28.4 152.0 -66.5

Profit Before Tax 503.2 624.8 -19.5 602.7 -16.5

Reported PAT 367.3 462.3 -20.5 465.9 -21.2

   BPS  BPS

Gross margins (%) 36.1 40.5 -443 37.2 -105

OPM (%) 15.5 19.2 -374 16.2 -68

NPM (%) 10.7 14.3 -360 14.4 -367

Tax rate (%) 27.0 26.0  22.7  
Source: Company; Sharekhan Research

Subsidiaries performance* Rs cr

Particulars Q2FY22 Q2FY21 y-o-y % Q1FY22 q-o-q %

Total revenues 182.1 191.5 -4.9 167.3 8.8

Operating Profit 27.4 54.5 -49.7 30.1 -8.9

Reported PAT 14.5 33.3 -56.4 -78.9 -118.4

   BPS  BPS

OPM (%) 15.0 28.4 - 18.0 -293

NPM(%) 8.0 17.4  -47.1  
Source: Company; Sharekhan Research; * Difference between consolidated and standalone
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Outlook and Valuation 

n Sector view – Medium term growth remains intact

After second wave disruption in April-May 2021, companies witnessed a faster recovery in performance in June-July 
2021. With improving mobility the demand for out-of-home categories such as colour cosmetics, beverages and juices, 
deodorants and hair colour. Rural demand has softened a bit in past few weeks due to higher inflationary pressure 
but is expected to come back with better agri production and government support. Thus, we expect consumer goods 
companies to post better sales volume in the quarters ahead. Raw material inflation would sustain in the medium 
term and would put pressure on the margins of consumer goods companies. However, improving revenue mix and 
better operational efficiencies would help in mitigating the inflationary pressures. Lower penetration in key categories, 
improving per capita income, shift to branded products and improving penetration in the rural India are some of the key 
growth drivers for the company in the medium term.   

n Company outlook – Focus on achieving close to low double-digit volume growth in the medium term

Britannia is focusing on achieving an 8-10% volume growth in the medium term (volume growth to remain in low single 
digit in short span). This will be done through market share gains, distribution expansion, improved penetration in the 
Hindi-speaking belt and product launches. The company has a strong pipeline of new products and will launch relevant 
new products in the backdrop of a normal demand environment. New product launches will be largely in the health 
and wellness and premium categories. Raw-material inflation is 14% (including fuel inflation). The company is focusing 
on mitigating it through cost efficiencies (leading to saving of 200-300 bps) and price hike of ~10%. Further, with a focus 
on gaining more efficiencies in the coming years, the company has launched three new digital programmes – S4 HANA 
(core ERP programme), Arteria (dealer management), and vendor management. The company is targeting OPM of 16-
17% in FY2022, which will continue to improve in the subsequent years.

n Valuation - Maintain Buy with revised price target of Rs. 4,375

With sustained market share gains, product launches and higher traction on new channels (including e-Commerce), we 
expect Britannia’s core biscuit category to grow ahead of industry growth in the medium term. This along with a scale-up 
in revenues of adjacent categories and efficiencies would help Britannia to achieve double-digit earnings growth over 
FY2021-24E (barring FY2022). The stock has underperformed the broader indices in the last one year and is trading 
at discounted valuation of 42.4x/36.0x its FY2023/24E EPS. Leadership position in the biscuits category and focus on 
become large domestic food company through scaling up the adjacent categories would drive the earnings growth in 
long run. Britannia remains a good portfolio pick from long-term perspective and we maintain our Buy recommendation 
on stock with a revised price target of Rs. 4,375.
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Peer Comparison

Particulars
P/E (x) EV/EBITDA (x) RoCE (%)

FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY22E

Hindustan Unilever 70.2 60.2 50.2 50.0 43.6 36.5 36.5 26.1 31.1

Nestle India 87.6 77.2 63.3 56.5 50.3 42.7 136.4 137.5 148.8

Britannia 47.2 51.8 42.4 35.7 38.3 32.1 31.3 29.9 34.6
Source: Company, Sharekhan estimates
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About company

Britannia is one of India’s leading packaged food companies with a 100-year legacy and annual revenue in 
excess of Rs. 13,000  crore. The company is among the most trusted food brands and manufactures well-
known brands such as Good Day, Tiger, NutriChoice, Milk Bikis and Marie Gold, which are household names in 
India. Britannia’s product portfolio includes biscuits, bread, cakes, rusk and dairy products, including cheese, 
beverages, milk and yoghurt. The company is the market leader in the biscuit category, with close to 34% 
market share in the domestic market. The dairy business contributes 5% of overall revenue. 

Investment theme

Britannia is a strong brand with market leadership in the domestic biscuit market. Sustained new launches 
and entry into healthier and premium variants helped it gain market share and beat category growth. The 
company is also focusing on growing its adjacent categories such as dairy and bakery. Revenue performance 
in FY2022 will be boosted by market share gains, distribution expansion, improved penetration in the Hindi 
speaking belt, and new product launches. Operating efficiencies and stable raw material prices would help 
OPM expansion to sustain, which is expected to reach ~19% by FY2022 from 17.3% in FY2020.

Key Risks

 � Regular lockdown in some of the key domestic markets would act as an obstacle to the strong growth 
momentum and will consequently have an impact on earnings growth. 

 � Dismal performance by some of the new ventures would affect the company’s overall performance in the 
near to medium term.

Additional Data

Key management personnel 

Nusli N Wadia Chairman

Varun Berry Managing Director

N Venkataraman Chief Financial Officer

T V Thulsidass Company Secretary
Source: Company Website

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Life Insurance Corp of India 5.94

2 JP Morgan Chase & Co 2.22

3 General Insurance Corp of India 1.80

4 Dowbiggin Enterprises PTE Ltd 1.73

5 NACUPA Enterprises PTE Ltd 1.73

6 Valletort Enterprises PTE Ltd 1.73

7 Spargo Enterprises PTE Ltd 1.73

8 Bannatyne Enterprises PTE Ltd 1.73

9 Vanguard Group Inc 1.67

10 Airsaig Parteners Asia Pte Ltd 1.51
Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.


