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RESULT REPORT Q4 FY21 | Sector: Consumer Staples

CCL Products (India) Ltd

BUY CMP Rs312

Set to deliver on growth and margin objectives

Target Rs382

v" Result summary - Overall performance ahead of estimates led by a strong recovery
in India operations despite softness in Vietnam; revenue/EBITDA/PAT growth of
25%/21%/17% respectively.

v" Topline - Revenue growth of 25% yoy to Rs 3.3bn - India business grew 33%
(helped by shipments of orders deferred from 3Q), subsidiaries grew 12% with
Vietnam business muted while India branded and Switzerland saw strong growth.

v' Margins - EBITDA margin dipped only 100bps to 25.7% with standalone margins
increasing 240bps to all-time highs of 30.2% given higher small pack sales and
subsidiaries margins declining 890bps to 16.1% mainly due to higher freight costs.

v" Balance sheet - While debtor days were broadly stable, inventory increased from
83 to 94 days on account of green coffee inventory build-up FY22 orderbook.

Valuation and view -CCL was able to manage logistics issues by optimizing incoming
containers and therefore was able to ship most orders deferred from 3Q, driving
strong volume growth. Vietnam had a soft quarter but a strong FY21 with full
utilization while the India branded business grew a strong 65%. Despite the low base
for FY21 when FDC volumes were impacted, the management has given a
conservative 10-15% volume growth guidance for FY22 which has a high probability
of being upgraded during the year if the pandemic subsides given strong order
visibility and upcoming additional capacity in Vietnam. Margins should also improve
in FY22 with a recovery in FDC volumes, enhanced small pack capacity coming
onstream, India branded business expected to break-even and accumulated MEIS
benefits expected to be realized.

We continue to like the company given its cost and market leadership in private label
instant coffee processing, successful product and market development initiatives in
developed markets, strong traction in the India branded business, strong balance
sheet and a capacity expansion led growth story for the next 3-4 years. Despite losing
out on MEIS benefits, there are multiple margin levers like further enhancement of
product mix, higher FDC sales and more sales in small packs. The company has a
medium-term aspiration of reaching a capacity of 55,000-60,000mt from 35,000mt
currently, given it already has infrastructure available in both India and Vietham. We
fine-tune our EPS estimates to factor in lower growth but better margins and reiterate
our BUY rating on the company with a PT of Rs 382 based on 20x FY23E earnings.
We are factoring in a 14%/16%/18% growth in revenue/EBITDA/PAT over FY21-
23E with 20% average ROCE.

Exhibit 1: Result table

(Rs mn) Q4FY21 Q4FY20 % yoy Q3FY21 % qoq
Net sales 3,316 2,646 25.3% 2,995 10.7%
EBITDA 852 707 20.5% 721 18.1%
EBITDAM (%) 25.7% 26.7% 24.1%

Depreciation 117 115 2.1% 125 -6.6%
Interest 47 45 4.9% 38 22.4%
Other income 30 29 2.8% 3 890.4%
PBT 718 577 24.5% 561 28.0%
Tax 226 155 45.9% 90 152.1%
Adjusted PAT 492 422 16.6% 471 4.4%
Exceptional item 0 0 0

Reported PAT 492 422 16.6% 471 4.4%
PATM (%) 14.8% 15.9% 15.7%

EPS (Rs) 3.7 3.2 3.5
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INSTITUTIONAL EQUITIES

CONCALL TAKEAWAYS

v

FY22 Guidance - 10-15% volume growth guidance for FY22 dependent upon pandemic,
lockdown strictness and other uncontrollable factors; margins should increase given higher
FDC and small pack sales.

Logistics - Rs 50-60cr sales deferred last quarter due to container unavailability; optimized
transportation helped dispatches, no accretion to inventory, were able to dispose most old
shipments.

MEIS subsidy - Rs 28cr is outstanding, did not receive any payments in 4Q but should realize
that in FY22, RoDTEP scheme not applicable to EOU and SEZ - detailed modalties yet to
come out.

Russia business - Continued recovery from 3Q onwards driving improvement in shipments
and margins

Vietnam softness - Higher freight costs and inferior mix in 4Q but FY21 very strong;
enhanced capacity via debottlenecking to drive growth in FY22; PAT should improve due to
product mix, lower working capital requirement, old plant will get fully depreciated in next
2-3 years, targeting to double the capacity soon.

Capacity utilization - 61% for India FDC, 75% for India SDC and 95% for Vietnam for FY21.

India domestic business - Ended FY21 with revenue of Rs 150crs vs 90 crs (100crs under
Continental brand and Rs 50crs is bulk, institutional and private label), PAT saw a loss of Rs
5 cr due to higher input prices; given the pandemic impact, expect 25-30% growth now in
FY22 vs 30-40% earlier; have reached 5% market share with direct reach of 95k outlets
which should expand to 150k in FY22; Target to reach Rs 250crs with positive EBITDA by
FY23.

Coffee price outlook - While Arabica prices have moved up due to water shortage issues in
Brazil, Robusta supplies remain unaffected, hence expect stable prices for the year.

Geography mix - Did 10% sales from US which should reach 15%; 25% from Europe, 25%
from Russia and CIS, others - Africa and Asia.

Vietnam capex - Capacity enhancement via line balancing delayed due to travel restrictions,
now expected to come onstream from 1 July 2021; Evaluating doubling Vietnam capacity,
already building order book for that, might start next round of capex by September 2021,
should take 9-12 months for completion.

Small pack capacity - Strong small pack visibility for various markets, expect commissioning
of new small pack capacity in September 2021; currently do 5500MT small pack volumes,
now taking it upto 12,000MT, which should get optimally utilized in FY23.

Subsidiaries FY21 performance - Vietnam did Rs 375crs sales and PAT of 85 crs for FY21,
Switzerland did Rs 180crs sales and PAT of 7 crs with value addition of 25crs.

Capex for FY22 - Conclusion of packing plant and Vietnam line balancing to cost Rs 55-
60crs this year; USD 8-10mn additional advance payments can happen if company decides
to go ahead with next round of Vietnam expansion.

Sharp rise in Short Term debt - Company has a policy of covering raw material on back to
back basis irrespective of delivery schedule; green coffee inventory has gone up given
conclusion of orders for FY22 providing strong revenue visibility for FY22.

Medium term aspiration - By FY24 target to reach 55,000-60,000 mt capacity with 50,000
sales volume, and Rs 130-135 Ebitda/kg; have infra in both India (FDC) and Vietnam (SDC)
for next round of expansion.
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CHARTS

Exhibit 2: Robust revenue growth led by strong recovery Exhibit 3: Gross margin at record levels indicating

in India operations superior mix
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Exhibit 4: ... Although EBITDA margin inched down YoY Exhibit 5: SGA gradually inching higher on account of

owing to fall in subsidiary margins higher packaging and freight costs
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Exhibit 6: Earnings growth lower due to higher taxes Exhibit 7: Currently trading at 19x one-yr fwd earnings
during 4Q
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Exhibit 8: Consolidated financial summary

Y/E Mar (Rs. mn) 1QFY20 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21 3QFY21 4QFY21
Revenue 2,732 2,987 3,027 2,646 2,892 3,221 2,995 3,316
yoy growth -7.2% 2.7% 29.3% 0.9% 5.9% 7.9% -1.0% 25.3%
Gross margin 1,298 1,394 1,548 1,557 1,310 1,603 1,663 1,947
Gross margin (%) 47.5% 46.7% 51.1% 58.8% 45.3% 49.8% 55.5% 58.7%
EBITDA 694 616 842 707 629 775 721 852
EBITDA margin 25.4% 20.6% 27.8% 26.7% 21.7% 24.1% 24.1% 25.7%
PAT 347 421 470 422 385 475 471 492
yoy growth -12.2% -10.8% 44.0% 18.3% 11.0% 12.8% 0.2% 16.6%
Source: Company, YES Sec - Research
Exhibit 9: Standalone financial summary
Y/E Mar (Rs. mn) 1QFY20 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21 3QFY21 4QFY21
Revenue 2,061 2,223 2,240 1,702 1,759 2,049 1,886 2,257
yoy growth -5.7% 3.9% 23.8% -13.0% -14.7% -7.8% -15.8% 32.6%
Gross margin 987 1,006 1,213 1,132 825 1,019 1,078 1,455
Gross margin (%) 47.9% 45.3% 54.1% 66.5% 46.9% 49.8% 57.1% 64.5%
EBITDA 534 381 681 471 350 432 403 682
EBITDA margin 25.9% 17.1% 30.4% 27.7% 19.9% 21.1% 21.3% 30.2%
PAT 822 242 361 964 168 197 218 1,004
yoy growth 240.9% -14.1% 51.4% 95.6% -79.5% -18.7% -39.6% 4.1%
Source: Company, YES Sec - Research
Exhibit 10: Subsidiary financial summary
Y/E Mar (Rs. mn) 1QFY20 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21 3QFY21 4QFY21
Revenue 671 764 787 943 1,133 1,173 1,110 1,058
yoy growth -11.7% -0.6% 48.2% 42.2% 68.9% 53.6% 41.0% 12.2%
Gross margin 311 388 335 425 485 583 585 492
Gross margin (%) 46.4% 50.8% 42.6% 45.0% 42.8% 49.7% 52.7% 46.5%
EBITDA 160 235 160 236 279 343 319 170
EBITDA margin 23.9% 30.7% 20.4% 25.0% 24.6% 29.3% 28.7% 16.1%
PAT (476) 179 109 (543) 217 278 253 (512)
yoy growth -410.0% -6.0% 24.1% 297.5% -145.5% 55.4% 132.1% -5.6%
Source: Company, YES Sec - Research
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FINANCIALS

Exhibit 11: Balance sheet

Y/e 31 Mar (Rs mn) FY19 FY20 FY21 FY22E FY23E
Equity capital 266 266 266 266 266
Reserves 8,123 9,018 10,607 11,858 13,333
Net worth 8,389 9,284 10,873 12,124 13,599
Debt 3,761 3,922 4,746 3,746 3,246
Deferred tax liab (net) 396 462 490 490 490
Other non current liabilities 33 91 63 70 77
Total liabilities 12,579 13,759 16,172 16,429 17,411
Fixed Asset 8,071 8,238 9,473 9,814 9,911
Investments 15 15 0 0 0
Other Non-current Assets 486 482 498 548 603
Net Working Capital 3,042 4,637 4,997 4,849 5,473
Inventories 2,019 2,604 3,197 2,912 3,286
Sundry debtors 2,352 2,681 2,986 2,912 3,286
Loans and Advances 308 687 525 582 657
Sundry creditors 571 246 198 388 438
Other current liabilities 1,066 1,089 1,509 1,165 1,315
Cash & equivalents 965 387 1,204 1,218 1,424
Total Assets 12,579 13,759 16,172 16,429 17,411

Exhibit 12: Income statement

Y/e 31 Mar (Rs mn) FY19 FY20 FY21 FY22E FY23E
Revenue 10,814 11,392 12,425 14,170 15,993
Operating profit 2,455 2,859 2,978 3,531 4,035
Depreciation 317 471 494 659 703
Interest expense 85 180 170 150 130
Other income 33 45 34 45 49
Profit before tax 2,086 2,253 2,348 2,767 3,252
Taxes 537 594 525 609 712
Adj. PAT 1,549 1,659 1,823 2,157 2,540
Exceptional loss - - - - -
Net profit _ 1,549 1,659 1,823 2,157 2,540

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 13: Cash flow statement

Y/e 31 Mar (Rs mn) FY19 FY20 FY21 FY22E FY23E
PBIT 2,171 2,433 2,517 2,917 3,381
Depreciation 317 471 494 659 703
Tax paid (537) (594) (525) (609) (712)
Working capital A 1,025 (1,595) (360) 148 (624)
Other operating items
Operating cashflow 2,975 715 2,127 3,114 2,749
Capital expenditure (2,413) (638) (1,729) (1,000) (800)
Free cash flow 562 77 398 2,114 1,949
Equity raised (1) 33 405 - 3
Investments - (0) 15 - =
Debt financing/disposal 651 161 824 (1,000) (500)
Interest Paid (85) (180) (170) (150) (130)
Dividends paid (559) (798) (638) (906) (1,068)
Other items (47) 128 (17) (43) (48)
Net A in cash 523 (578) 817 15 206
Exhibit 14: Du-pont analysis
Y/e 31 Mar (Rs mn) FY19 FY20 FY21 FY22E FY23E
Tax burden (x) 0.7 0.7 0.8 0.8 0.8
Interest burden (x) 1.0 0.9 0.9 0.9 1.0
EBIT margin (x) 0.2 0.2 0.2 0.2 0.2
Asset turnover (x) 0.8 0.8 0.8 0.8 0.9
Financial leverage (x) 1.6 1.7 1.6 1.6 14
RoE (%) 19.6 18.8 18.1 18.8 19.7
Exhibit 15: Ratio analysis
Y/e 31 Mar FY19 FY20 FY21 FY22E FY23E
Growth matrix (%)
Revenue growth (5.0) 5.3 9.1 14.0 12.9
Op profit growth 2.8 16.5 4.2 18.6 14.3
EBIT growth 3.6 12.1 3.5 15.9 15.9
Net profit growth 4.6 7.1 9.8 18.4 17.7
Profitability ratios (%)
OPM 22.7 25.1 24.0 24.9 25.2
EBIT margin 20.1 21.4 20.3 20.6 21.1
Net profit margin 14.3 14.6 14.7 15.2 15.9
RoCE 19.2 19.2 17.5 18.5 20.7
RoNW 19.6 18.8 18.1 18.8 19.7
RoA 12.1 11.3 11.1 12.0 13.7
Per share ratios
EPS 11.6 12.5 13.7 16.2 19.1
Dividend per share 3.5 5.0 4.8 6.8 8.0
Cash EPS 14.0 16.0 17.4 21.2 24.4
Book value per share 63.1 69.8 81.7 91.1 102.2
Valuation ratios
P/E 21.0 19.6 17.9 15.1 12.8
P/CEPS 17.5 15.3 14.1 11.6 10.0
P/B 3.9 35 3.0 2.7 24
EV/EBIDTA 14.4 12.6 12.1 9.9 8.5
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Y/e 31 Mar FY19
Payout (%)

Dividend payout 36.1
Tax payout 25.8
Liquidity ratios

Debtor days 79.4
Inventory days 68.2
Creditor days 19.3

FY20

48.1
264

85.9
83.4
7.9

FY21

35.0
224

87.7
93.9
5.8

FY22E

42.0
22.0

75.0
75.0
10.0

FY23E

42.0
21.9

75.0
75.0
10.0
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. 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 YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

DISCLOSURE OF INTEREST

Name of the Research Analyst : Himanshu Nayyar, Ankit Mahajan

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.
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No.
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Research Analyst or his/her relative or YSL's
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Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or
employee of the subject company(ies)

YSL has received any compensation from the subject

company in the past twelve months No

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

YSL has received any compensation for products or
services other than investment banking or merchant
banking or brokerage services from the subject company
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8 the subject company or third party in connection with the No
research report
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Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
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managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL”) is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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