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Strengthening presence in South Africa

Varun Beverages’ (VBL) has announced acquisition of 100% equity stake in Twizza Proprietary
Limited, South Africa for an EV of INR 11.2bn, implying 1.24x FY25 EV/sales and c.7-8x
EV/EBITDA. The acquisition is inline with VBL's ambition to tap the large and attractive Africa
opportunity. We believe the acquisition will: a) further strengthen Bevco’s position in terms of
pricing/promotional intensity in the largest soft drink market as combined entity will have c.20%
market share and b) provide additional capacities which can be utilised by Bevco’s portfolio
thereby enabling faster scale up and market share gains. While revenue CAGR in CC terms
(c.4% over FY23-25) of entity is weak, we believe VBL's execution capabilities can help
accelerate the same. We expect VBL to focus on the PepsiCo portfolio and gain share from
Coca-Cola and local brands in South Africa. Deal valuations are broadly similar to Bevco and
Tanzania (which didn’t go through) acquisition. Maintain BUY rating on the stock.

m  Strengthening presence in South Africa through acquisition of Twizza Proprietary Limited
(“Twizza”), South Africa: VBL in an exchange filing has informed that board has approved
acquisition of 100% equity stake in the business conducted by Twizza through its subsidiary
company in South Africa i.e. The Beverages Company Proprietary Limited (“Bevco”), subject to
regulatory approvals. Twizza is engaged in the business of manufacturing and distribution of
own-branded non-alcoholic beverages. It operates through 3 manufacturing facilities (all
backward integrated) at Cape Town, Queenstown and Middelburg having a combined annual
production capacity of ¢.100 mn (8oz) cases. The portfolio comprises of wide range of
carbonated soft drinks (c.98% of its overall volumes), energy drinks (0.9% of volumes) and
functional drinks & mixers (1.4% of volumes). The brand has presence in South Africa, as well as
Lesotho, Eswatini, Botswana and Namibia.

m  South Africa - Large and attractive opportunity for Pepsico: As per our checks, South Africa
is largest soft drink market in Africa with an industry size of 1.25bn cases (which is about 50%
of India market), favourable demographics (population of 70mn, median age 28 and 70%
urbanisation) and high per capita CSD consumption of 244 (8oz or ~250 ml). In terms of industry
structure, global brands account for 50-55% of the market (predominantly Coca-Cola as
Pepsico’s market share is in low-mid single digit) while balance 45-50% is with the regional
brands. Post-acquisition the combined entity will have ¢.20% market share in South Africa.

m  Contours of the Deal: VBL will acquire 100% stake at an EV of INR 11.2bn. This translates to
EV/sales multiple of 1.24x FY25 and EV/EBITDA of c.7-8x. Over last 3 years sales have grown
at a CAGR of 4% to ZAR 1.7bn (equivalent to INR 9.02bn i.e. c.4-5% of VBL's consolidated
sales) and as per our checks, entity has tad better EBITDA margins (c.15%) vs. Bevco. We
reckon that Bevco acquisition happened at c.0.8x EV/sales and c.7-8x EV/EBITDA. The SBC
Tanzania acquisition (which didn’t go through) was also valued at c.1.2x EV/sales and c.7-7.5x
EV/EBITDA. The deal is expected to close on or before June, 2026.

m  Rationale for the deal: The strategy behind acquisition is to further strengthen presence in the
largest soft drinks market of Africa. With increased share, the consolidation will help rationalise
promotional intensity and improve pricing power for the combined entity. Moreover, with Bevco
facilities largely utilised, the additional capacity of Twizza can be used for Bevco’s portfolio
(including Pepsico) and enable faster scale up going ahead. The annual capacity for backward
integration lines is sufficient for current and next season.

Financial Summary (INR mn)
Y/E March CY23A CY24A CY25E CY26E CY27E
Net Sales 1,55,903 195,327 2,10,051 2,38,928 2,69,043
Sales Growth (%) 20.6 253 7.5 13.7 12.6
EBITDA 36,095 47,111 50,103 56,259 62,236
EBITDA Margin (%) 225 235 233 23.0 22.7
Adjusted Net Profit 20,559 25,946 29,226 33,948 38,400
Diluted EPS (INR) 6.3 7.7 8.6 10.0 114
Diluted EPS Growth (%) 373 21.2 12.6 16.2 13.1
ROIC (%) 22.0 20.3 16.8 17.7 19.0
ROE (%) 34.2 22.0 16.3 16.4 16.1
P/E (x) 74.1 61.1 54.3 46.7 413
P/B (x) 22.0 95 83 7.2 6.2
EV/EBITDA (x) 436 323 30.2 26.5 235
Dividend Yield (%) 0.1 0.2 0.2 0.2 0.3

Source: Company data, JM Financial. Note: Valuations as of 19/Dec/2025
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Recommendation and Price Target

Current Reco. BUY
Previous Reco. BUY
Current Price Target (12M) 570
Upside/(Downside) 21.4%
Previous Price Target 570
Change 0.0%
Key Data - VBL IN
Current Market Price INR469
Market cap (bn) INR1,587.5/US$17.8
Free Float 37%
Shares in issue (mn) 3,248.0
Diluted share (mn) 3,381.5
3-mon avg daily val (mn) INR2,731.9/US$30.6
52-week range 664/419
Sensex/Nifty 84,929/25,966
INR/USS 89.3
Price Performance
% M 6M 12M
Absolute 4.0 2.1 -23.4
Relative* 43 -0.9 -29.6
* To the BSE Sensex
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Exhibit 1. Transaction details of 100% acquisition of Bevco and Twizza

.

Volume (mn cases) 117 71
Net sales (INR bn) 15.9 9.0
EV 133 11.2
EV/sales 0.8x 1.2x
EV/EBITDA 7.0x 7-8x

Source: Company, JM Financial. Note: Financial data for FY24 represents July'23-June’24 and for FY25 represents July’24-June’25.

Exhibit 2. Market size and opportunity in South Africa remains large and attractive

Largest Soft Drinks Market in Africa.... ....along with one of the highest per capita consumption

Industry Volume 5yr CAGR (mn 8oz) 262 Per capita consumption of CSD (8oz serving)
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Favorable demographics and rapid urbanization Soft Drinks Industry

South Africa population is about 70mn with median age of ~28
years and urbanization is about 70%.
South African currency, Rand appreciated by about 20% vs INR

since VBL's entry in South Africa in March, 2024,

+ Steady oil prices, low inflation (3% — 4%) and benign interest rates

are helping drive consumer confidence.

+ The beverage industry is dominated by B-brands

with @ market share of slightly under 50% by

volume.

+ Product portfolio innovation with thrust on Go To
Market strategy with focus on newer categories

like energy drinks shall drive the lateral growth.

Source: Company Estimates

Source: Company, JM Financial

Exhibit 3. Manufacturing network post acquisition of Twizza
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Exhibit 4. Portfolio composition of Twizza

FY25 Sales Volumes - 71 mn cases*

Energy
Drink
0.9%

Functional
& Mixers
1.4%

* excludes confract manufacturing volumes of ~8 mn

Source: Company, JM Financial

Source: Company, JM Financial
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Financial Tables (Consolidated)

Income Statement (INR mn)
Y/E March CY23A CY24A CY25E CY26E CY27E
Net Sales 1,565,903 1,95,327 2,10,051 2,38,928 2,69,043
Sales Growth 20.6% 25.3% 7.5% 13.7% 12.6%
Other Operating Income 4,523 4,749 4,987 5,236 5,498
Total Revenue 1,60,426 2,00,077 2,15,038 2,44,164 2,74,541
Cost of Goods Sold/Op. Exp 74,049 89,047 95,800 1,09,080 1,23,266
Personnel Cost 14,466 18,850 21,019 23,963 26,956
Other Expenses 35,816 45,068 48,117 54,861 62,083
EBITDA 36,095 47,111 50,103 56,259 62,236
EBITDA Margin 22.5% 23.5% 23.3% 23.0% 22.7%
EBITDA Growth 29.5% 30.5% 6.4% 12.3% 10.6%
Depn. & Amort. 6,809 9,474 11,987 13,137 14,196
EBIT 29,286 37,637 38,116 43,122 48,040
Other Income 794 1,213 2,053 2,440 3,103
Finance Cost 2,681 4,504 1,606 812 558
PBT before Excep. & Forex 27,398 34,346 38,564 44,750 50,586
Excep. & Forex Inc./Loss(-) 0 0 0 0 0
PBT 27,398 34,346 38,564 44,750 50,586
Taxes 6,375 7,988 9,062 10,516 11,888
Extraordinary Inc./Loss(-) 0 0 0 0 0
Assoc. Profit/Min. Int.(-) 454 382 175 186 198
Reported Net Profit 20,559 25,946 29,226 33,948 38,400
Adjusted Net Profit 20,559 25,946 29,226 33,948 38,400
Net Margin 12.8% 13.0% 13.6% 13.9% 14.0%
Diluted Share Cap. (mn) 3,248.0 3,3815 3,381.5 3,3815 3,381.5
Diluted EPS (INR) 6.3 7.7 8.6 10.0 114
Diluted EPS Growth 37.3% 21.2% 12.6% 16.2% 13.1%
Total Dividend + Tax 2,273 3,248 3,832 3,785 4,336
Dividend Per Share (INR) 0.7 1.0 11 11 13
Source: Company, JM Financial
Cash Flow Statement (INR mn)
Y/E March CY23A CY24A CY25E CY26E CY27E
Profit before Tax 27,394 34,331 38,514 44,700 50,536
Depn. & Amort. 6,809 9,474 11,987 13,137 14,196
Net Interest Exp. / Inc. (-) 1,887 3,291 -447 -1,628 -2,546
Inc (-) / Dec in WCap. -6,735 -6,694 -3,682 -3,358 -1,937
Others 1,232 685 0 0 0
Taxes Paid -6,679 -7,276 -9,062 -10,516 -11,888
Operating Cash Flow 23,908 33,811 37,309 42,335 48,361
Capex -31,939 -43,822 -26,500 -18,000 -18,000
Free Cash Flow -8,031 -10,011 10,809 24,335 30,361
Inc (-) / Dec in Investments -1,180 22 0 0 0
Others 220 631 2,053 2,440 3,103
Investing Cash Flow -32,899 -43,168 -24,447 -15,560 -14,897
Inc / Dec (-) in Capital 48 75,119 0 0 0
Dividend + Tax thereon -2,273 -3,248 -3,832 -3,785 -4,336
Inc/ Dec (-) in Loans 14,769 -37,075 -12,407 -7,236 -2,000
Others -2,694 -5,261 -1,606 -812 -558
Financing Cash Flow 9,849 29,535 -17,845 -11,832 -6,893
Inc/ Dec (-) in Cash 858 20,179 -4,983 14,942 26,572
Opening Cash Balance 3,741 4,322 24,501 19,518 34,460
Closing Cash Balance 4,599 24,501 19,518 34,460 61,032

Source: Company, JM Financial

Balance Sheet (INR mn)
Y/E March CY23A CY24A CY25E CY26E CY27E
Shareholders’ Fund 69,365 1,66,098 1,91,493 2,21,656 2,55,721
Share Capital 6,496 6,763 6,763 6,763 6,763
Reserves & Surplus 62,869 1,569,335 1,84,730 2,14,893 2,48,957
Preference Share Capital 0 0 0 0 0
Minority Interest 1,482 1,298 1,623 1,759 2,007
Total Loans 51,944 23,643 11,236 4,000 2,000
Def. Tax Liab. / Assets (-) 3,430 4,879 4,879 4,879 4,879
Total - Equity & Liab. 1,26,221 1,95,918 2,09,131 2,32,294 2,64,607
Net Fixed Assets 1,03,314 1,45,641 1,60,154 1,65,017 1,68,822
Gross Fixed Assets 1,06,021 1,563,963 1,78,963 1,96,963 2,14,963
Intangible Assets 6,799 16,912 16,912 16,912 16,912
Less: Depn. & Amort. 39,075 50,489 61,670 74,062 87,605
Capital WIP 29,569 25,255 25,949 25,204 24,551
Investments 211 595 2,595 2,595 2,595
Current Assets 48,347 85,203 84,719 1,07,145 1,41,635
Inventories 21,505 27,912 30,000 34,063 38,301
Sundry Debtors 3,594 8,458 8,837 10,034 11,283
Cash & Bank Balances 4,599 24,501 19,518 34,460 61,032
Loans & Advances 13,281 18,756 20,533 22,487 24,637
Other Current Assets 5,368 5576 5,832 6,101 6,383
Current Liab. & Prov. 25,651 35,521 38,338 42,463 48,445
Current Liabilities 10,020 20,271 21,448 23,731 26,114
Provisions & Others 15,631 15,250 16,890 18,732 22,331
Net Current Assets 22,696 49,682 46,382 64,682 93,190
Total - Assets 1,26,221 1,95,918 2,09,131 2,32,294 2,64,607
Source: Company, JM Financial
Dupont Analysis
Y/E March CY23A CY24A CY25E CY26E CY27E
Net Margin 12.8% 13.0% 13.6% 13.9% 14.0%
Asset Turnover (x) 1.2 1.0 0.9 0.9 0.9
Leverage Factor (x) 22 1.6 13 13 1.2
RoE 34.2% 22.0% 16.3% 16.4% 16.1%
Key Ratios
Y/E March CY23A CY24A CY25E CY26E CY27E
BV/Share (INR) 214 491 56.6 65.5 75.6
ROIC 22.0% 20.3% 16.8% 17.7% 19.0%
ROE 34.2% 22.0% 16.3% 16.4% 16.1%
Net Debt/Equity (x) 0.7 0.0 -0.1 -0.1 -0.2
P/E (x) 74.1 61.1 54.3 46.7 413
P/B (x) 22.0 9.5 83 72 6.2
EV/EBITDA (x) 436 323 30.2 265 235
EV/Sales (x) 9.8 76 7.0 6.1 53
Debtor days 8 15 15 15 15
Inventory days 49 51 51 51 51
Creditor days 22 37 37 37 37

Source: Company, JM Financial
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History of Recommendation and Target Price Recommendation History
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

New Rating System: Definition of ratings

Rating Meaning

BUY Expected return >= 15% over the next twelve months.

ADD Expected return >= 5% and < 15% over the next twelve months.
REDUCE Expected return >= -10% and < 5% over the next twelve months.
SELL Expected return < -10% over the next twelve months.

Note: For REITs (Real Estate Investment Trust) and InvIT (Infrastructure Investment Trust) total expected returns include dividends or DPU (distribution per unit)

Previous Rating System: Definition of ratings

Rating Meaning

Total expected returns of more than 10% for stocks with market capitalisation in excess of INR 200 billion and REITs* and more than 15%

BUY . - )
for all other stocks, over the next twelve months. Total expected return includes dividend yields.

Price expected to move in the range of 10% downside to 10% upside from the current market price for stocks with market
HOLD capitalisation in excess of INR 200 billion and REITs* and in the range of 10% downside to 15% upside from the current market price
for all other stocks, over the next twelve months.

SELL Price expected to move downwards by more than 10% from the current market price over the next twelve months.

* REITs refers to Real Estate Investment Trusts.
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Important Disclosures

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the
company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select recipient
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While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or developments
referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may 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
information only and is not an investment advice and must not alone be taken as the basis for an investment decision.

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been prepared
by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro-economic factors. JM Financial Institutional Securities may
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studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the views/recommendations expressed in
such technical research reports could be inconsistent or even contrary to the views contained in this report.

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of
any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to
make modifications and alterations to this statement as they may deem fit from time to time.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction.
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jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject JM Financial Institutional Securities
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such restrictions. Please click here to access our detailed Terms and Conditions, including the Most Important Terms and Conditions.

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,
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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
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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
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