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Target: Rs.1,663 CMP Rs.1,124 (30.4x CY23 P/E)                                             BUY 
 

 

Index Details Varun Beverage Limited (VBL) is the second largest franchisee in the world 

(outside US) of carbonated soft drinks (“CSDs”) and non-carbonated 

beverages (“NCBs”) sold under PepsiCo’s trademarks. While the 2nd wave 

of COVID has impacted sales, we expect a strong recovery, once the 

unlock is initiated. With adequate capacity to cater to future growth, no 

major capex is expected in the near term. We expect significant net debt 

reduction from the internal cash generation and improved profitability. 

 

We initiate coverage with a BUY for a price target of Rs 1,663 (45x CY23E 

EPS) representing an upside of 48% over the next 18 months. 

 

Our optimism stems from the following: 

 

Revenues to grow at a CAGR of 19.6% over CY20-23E to Rs 11,025.0 crores 

driven by: 

 

 18.0% CAGR in volumes of CSD business to 50.6 crore cases. 

 29.6% CAGR in volumes of NCB business to 5.9 crore cases. 

 23.3% CAGR in volumes of packaged drinking water to 16.9 crore 

cases. 

 

 

We expect VBL EBITDA margins to improve by ~200bps to 20.6% by CY23E  

due to the impact of the operating leverage from the improvement in the 

domestic franchisee share to +85% (~51% in CY18). 

 

With no major capex on the anvil (except a probable Tropicana expansion) 

given the spare capacity, we expect reduction of net debt to ~Rs 1,200 

crores in CY23 from ~Rs 3,000 crores in CY20. This should help lower 

interest burden over CY20-23 leading to a 48.0% CAGR in net earnings over 

CY20-23 to Rs 1,066.9 crores in CY23. 

 

 

 

 

Sensex 52,328 

Nifty 15,751 

  

Industry Consumer 

 

Scrip Details 

Mkt Cap (Rs Cr) 32,449 

O/S Share (Cr) 28.9 

3 M Avg Vol (000) 388.7 

52 Wk H/L (Rs) 1143.0/585.0 

Div Yield (%) 0.0 

FVPS (Rs) 10.0 

 

Shareholding Pattern 

Shareholder                   %              

Promoters 66.40 

Institutional 26.18 

Others 7.42 

Total 100.00 

 

VBL vs. Sensex 

    

 

 

 

Better EBITDA margins coupled with debt reduction should result in higher 

return ratios in the future. We expect RoE, RoCE and RoIC to improve by 

600/650/850 bps over CY20-23E to 15.4/17.4/19.7% by CY23E. 

s 

 20,000

 30,000

 40,000

 50,000

 60,000

 450

 650

 850

 1,050

 1,250

M
a

y-
18

Ja
n

-1
9

Se
p

-1
9

M
a

y-
20

Ja
n

-2
1

VBL-LHS Sensex-RHS

 

Varun Beverages Ltd 

S
T

O
C

K
 P

O
IN

T
E

R
 

  Sales EBITDA Net Profit 
EBITDA  

(%) 
Net Profit  

(%) 
EPS 
₹ 

BV 
₹ 

RoE 
(%) 

RoCE 
(%) 

P/E  
(x) 

P/BV  
(x) 

EV/EBITDA 
(x) 

CY19 7129.6 1447.7 469.0 20.3 6.6 16.8 119.4 14.1 15.6 66.8 9.4 24.7 

CY20 6450.1 1201.9 329.0 18.6 5.1 11.4 122.1 9.3 10.8 98.6 9.2 29.5 

CY21E 7454.1 1492.1 527.6 20.0 7.1 18.3 140.3 13.0 14.6 61.5 8.0 23.5 

CY22E 9736.3 2000.6 853.4 20.5 8.8 29.6 169.9 17.4 19.1 38.0 6.6 17.2 

CY23E 11025.0 2268.2 1066.9 20.6 9.7 37.0 206.9 17.9 19.7 30.4 5.4 14.8 

 

Key Financials (in ₹ crores) 
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                                                        Source: Bloomberg, Ventura Research 
 

                      Valuations look reasonable compared to peers 

 
 

                                                        Source: Bloomberg, Ventura Research 
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                                                                                 Peer comparison 

 
Source: Bloomberg, Ventura Research 
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    Source: Company, Ventura Research 
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                   VBL board comprises people who have been with the company for at least a decade 

Key Person Designation Details 

Ravi Kant 
Jaipuria 

Promoter and 
Chairman 

He is the promoter of the company with over three decades of experience in 
conceptualizing, executing, developing and expanding food, beverages and 
dairy business in South Asia and Africa.  

Varun 
Jaipuria 

Whole time director 

He attended Mill field School, Somerset, England and has 10 years of 
experience in the soft drinks industry. He has been with the Company for 10 
years and has been responsible for the development of new business initiatives 
that includes implementation of sales automation tools. 

Raj Pal 
Gandhi 

Whole time director 

He is a commerce graduate from University of Delhi, qualified chartered 
accountant, and has over three decades of rich experience in the field of 
finance, strategy, legal and M&A. He has been with the Group since 1993 and 
has been instrumental in strategizing its diversification, expansion, mergers 
and acquisitions, capex funding and institutional relationship. 

Kapil 
Agarwal 

Whole time director & 
CEO 

He is a commerce graduate from Lucknow University and holds a post-
graduate diploma in business management from the Institute of Management 
Technology, Ghaziabad. He has been with the Group since 1991 and currently 
heads the operations and management as CEO. He has nearly three decades of 
experience in sales and marketing. 

Rajinder 
Jeet Singh 
Bagga 

Whole time director 

He completed his Post Graduation in Mechanical Engineering from IIT Kanpur 
in 1987. Joined this group as Plant Head of Jaipur in 1996. He is heading 
technical operations for Group since 2003. He possesses nearly three decades 
of experience in Managing Technical Operations and Execution of Projects.  

 

       Source: Company, Ventura Research 
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Largest bottler of Pepsico in India and handles over 80% of the cola giant’s 

India business. 

 

VBL has a pure monopoly in Pepsico’s India business and manufactures, 

sells, bottles and distributes products under the trademarks and brands 

owned by PepsiCo in India, Nepal, Sri Lanka, Morocco, Zambia and 

Zimbabwe. In India, the company is the largest (80%+ volumes) bottler for 

Pepsico and has the franchisee rights in all Indian states (barring Andhra 

Pradeshand, Ladakh & J&K).  

 

          VBL has franchisee rights all over India except AP, Ladakh and J&K  

 
                                                              Source : Company, Ventura Research 
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VBL products 

Carbonated Soft Drinks 
  

 

 
Non carbonated Beverages 

 
Packaged Drinking Water 

 
Source : Company, Ventura Research 
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VBL has now slowly been increasing its presence in the international 
territories also after tasting success in India. We believe that VBL can replicate 
its success in international territories given its expertise in manufacturing & 
managing distribution.  Overall, VBL has seen its international volumes grow 
at 22.5% CAGR over CY14-20 from 2.6 crore cases to 8.8 crore cases in CY20. 

 

India volumes have grown by 15.2% CAGR while international volumes have 
grown by 22.5% CAGR over CY14-20 

 
                                              Source: Company, Ventura Research 
 
 

Robust manufacturing and distributor base to aid growth   

 
In terms of manufacturing network, VBL has ~30 manufacturing plants in India 
and 6 manufacturing plants in international geographies (two in Nepal and one 
each in Sri Lanka, Morocco, Zambia and Zimbabwe).  
 
As regards to distribution, over the years VBL has been steadily increasing its 
primary distributor base from 1,186 in CY16 to +1,500 distributors in CY20 
which helps to tap even the remote areas and is a key parameter for consumer 
companies in growing their businesses.  
 
Strong cash flow generation to help reduce debt with no major capex in sight 

 

VBL is expected to generate ~4,300 crores from operating activities over CY21-
23E. With no major capex in sight due to unutilised capacity, we expect the 
company to use these cash proceeds for reduction of net debt to ~Rs 1,200  
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crores in CY23 from ~Rs 3,000 crores in CY20. It is to be noted that VBL has 
generated cash to the tune of Rs 3,300 crores over CY17-20 from operations. 

 

 
Key Risks and Concern areas 
 

 Shift towards healthy consumption drinks can impact demand: 
Increasing, trend of consumers to avoid carbonated drinks due to sugar 
content can impact demand. While some amount of volume reduction 
due to the same is already baked in our forecasts, any acceleration of 
the trend can hamper growth numbers. 

 

 Sole dependence on Pepsi: Entire business is solely dependent on its 
relationship with PepsiCo and hence any changes in contractual 
agreement with Pepsi can significantly hamper growth. 

 

 Loss in market share: As per news report, regional brands like Bovonto, 
Jayanti Cola, Sosyo, Runner and Kashmira put together grew more than 
twice the rate of national players like Coca-Cola and PepsiCo in CY19. 
These regional brands put together had already surpassed the market 
share of Pepsi in CY19.  

 
Also, market leader Coco Cola has plans to boost ad spend and double 
sales by volume in India over the next 4-5 years. Coca Cola India 
margins are already higher than Pepsi in India and hence VBL margins 
can come at risk if management of Pepsi goes aggressive on margin 
expansion. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

https://economictimes.indiatimes.com/industry/cons-products/fmcg/regional-drink-brands-grew-at-twice-the-rate-of-pepsi-coca-cola/articleshow/74218961.cms?from=mdr
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                                                                      Quarterly Performance 

 
Source: Company, Ventura Research 
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                                                                             Financial Projections 

 
Source: Company, Ventura Research 
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Disclosures and Disclaimer  
 

Ventura Securities Limited (VSL) is a SEBI registered intermediary offering broking, depository and portfolio management services to clients. VSL is member 
of BSE, NSE and MCX-SX. VSL is a depository participant of NSDL. VSL states that no disciplinary action whatsoever has been taken by SEBI against it in 
last five years except administrative warning issued in connection with technical and venial lapses observed while inspection of books of accounts and records. 
Ventura Commodities Limited, Ventura Guaranty Limited, Ventura Insurance Brokers Limited and Ventura Allied Services Private Limited are associates of 
VSL. Research Analyst (RA) involved in the preparation of this research report and VSL disclose that neither RA nor VSL nor its associates (i) have any 
financial interest in the company which is the subject matter of this research report (ii) holds ownership of one percent or more in the securities of subject 
company (iii)  have any material conflict of interest at the time of publication of this research report (iv) have received any compensation from the subject 
company in the past twelve months (v) have managed or co-managed public offering of securities for the subject company in past twelve months (vi) have 
received any compensation for investment banking merchant banking or brokerage services from the subject company in the past twelve months (vii) have 
received any compensation for product or services from the subject company in the past twelve months (viii) have received any compensation or other benefits 
from the subject company or third party in connection with the research report. RA involved in the preparation of this research report discloses that he / she 
has not served as an officer, director or employee of the subject company. RA involved in the preparation of this research report and VSL discloses that they 
have not been engaged in the market making activity for the subject company. Our sales people, dealers, traders and other professionals may provide oral or 
written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein. We may have earlier 
issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those made in this report. 
In reviewing this document, you should be aware that any or all of the foregoing, among other things, may give rise to or potential conflicts of interest. We may 
rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other areas, units, groups 
or affiliates of VSL. This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an 
offer to buy, purchase or subscribe to any securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in 
connection with any contract or commitment whatsoever. This document does not solicit any action based on the material contained herein. It is for the general 
information of the clients / prospective clients of VSL. VSL will not treat recipients as clients by virtue of their receiving this report. It does not constitute a 
personal recommendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients. Similarly, this 
document does not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person who 
may receive this document. The securities discussed in this report may not be suitable for all investors. The appropriateness of a particular investment or 
strategy will depend on an investor's individual circumstances and objectives. Persons who may receive this document should consider and independently 
evaluate whether it is suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice. And such person shall be 
responsible for conducting his/her/their own investigation and analysis of the information contained or referred to in this document and of evaluating the merits 
and risks involved in the securities forming the subject matter of this document. The projections and forecasts described in this report were based upon a 
number of estimates and assumptions and are inherently subject to significant uncertainties and contingencies. Projections and forecasts are necessarily 
speculative in nature, and it can be expected that one or more of the estimates on which the projections and forecasts were based will not materialize or will 
vary significantly from actual results, and such variances will likely increase over time. All projections and forecasts described in this report have been prepared 
solely by the authors of this report independently of the Company. These projections and forecasts were not prepared with a view toward compliance with 
published guidelines or generally accepted accounting principles. No independent accountants have expressed an opinion or any other form of assurance on 
these projections or forecasts. You should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by VSL, 
its associates, the authors of this report or any other person that these projections or forecasts or their underlying assumptions will be achieved. For these 
reasons, you should only consider the projections and forecasts described in this report after carefully evaluating all of the information in this report, including 
the assumptions underlying such projections and forecasts. The price and value of the investments referred to in this document/material and the income from 
them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future performance. Future returns 
are not guaranteed and a loss of original capital may occur. Actual results may differ materially from those set forth in projections. Forward-looking statements 
are not predictions and may be subject to change without notice. We do not provide tax advice to our clients, and all investors are strongly advised to consult 
regarding any potential investment. VSL, the RA involved in the preparation of this research report and its associates accept no liabilities for any loss or 
damage of any kind arising out of the use of this report. This report/document has been prepared by VSL, based upon information available to the public and 
sources, believed to be reliable. No representation or warranty, express or implied is made that it is accurate or complete. VSL has reviewed the report and, 
in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. The opinions 
expressed in this document/material are subject to change without notice and have no obligation to tell you when opinions or information in this report change. 
This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media 
and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may 
not be distributed to the public used by the public media without the express written consent of VSL. This report or any portion hereof may not be printed, sold 
or distributed without the written consent of VSL. This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities 
and neither this document nor anything contained herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential 
and is being furnished to you solely for your information, may not be distributed to the press or other media and may not be reproduced or redistributed to any 
other person. The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of VSL and 
are given as of this date and are subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report and 
there can be no assurance that future results or events will be consistent with any such opinions, estimate or projection. This document has not been prepared 
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