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Dodla Dairy
Dairy

Strong growth led by likely sales of SMP; Investments in Maharashtra to increase

Takeaways: (1) VAP sales contribution to total sales increased materially to 39.2% (+1,310bps YoY). Sales of butter
and skimmed milk powder increased YoY; curd sales remained flat. This may have led to limited percolation of strong
growth in revenues to profitability. (2) Lower inventory at Sept'24 balance sheet hints at the possibility of SMP
liquidation during H2FY25. (3) Acquisition of land parcel in Maharashtra indicates that Dodla is progressing well on its
plan to expand business operations in Maharashtra (in-line with its cluster approach). We reckon establishing its
Maharashtra plant may primarily result in operational efficiencies. (4) Milk procurement prices may remain stable in

H2FY25, in our view.

We raise our FY25E/FY26E EPS by 1.3%/3.3% to factor in the strong Q2FY25.
Our DCF-based revised TP stands at INR 1,365 (earlier INR 1,320; implied P/E
of 34x/28x FY26/27E EPS). Retain ADD.

Q2FY25 result review

Dodla reported revenue/EBITDA/PAT growth of 29.9%/37%/45.4%, YoY. Gross
margin contracted 136bps YoY. However, EBITDA margin expanded 50bps
YoY led by operational efficiencies. Standalone revenue/PAT grew
26.2%/48.8% YoY. We believe the company has sold SMP worth INR 1,500mn
in HIFY25.

Segment-wise performance

Revenue from VAP nearly doubled (+93.5% YoY) and its share in total sales
expanded 1,310bps YoY/380bps QoQ. Curd volume was flat YoY (+4.7% YoY)
while it declined QoQ. Average milk procurement grew marginally by 1.5%
YoY, while milk sales (volumes) increased 7.2% YoY. India sales were up 26.2%
YoY while Africa sales reported strong 80.9% growth YoY.

VAP sales scale to record highs

Contribution of VAP sales expanded 1,310bps YoY to 39.2% in Q2FY25,
highest-ever for the company. While VAP sales have reported robust growth,
we note higher sale of butter and skimmed milk powder. With lower revenue
contribution of the margin-accretive curd segment in VAP sale (in our view),
we reckon gross margin contracted YoY.

Financial Summary

Y/E March (INR mn) FY24A FY25E FY26E FY27E
Net Revenue 31,255 36,407 42,198 48,954
EBITDA 2,888 3,622 4,009 4,651
EBITDA Margin (%) 9.2 9.9 95 9.5
Net Profit 1,667 2,383 2,934 3,438
EPS (INR) 28.0 40.0 493 57.8
EPS % Chg YoY 36.4 42.9 232 17.2
P/E (x) 44.9 314 255 218
EV/EBITDA (x) 25.0 18.6 16.2 133
RoCE (%) 135 17.0 158 15.6
RoE (%) 15.8 19.1 19.6 19.2

Aniruddha Joshi
aniruddha.joshi@icicisecurities.com
+91 22 6807 7249

Manoj Menon
manoj.menon@icicisecurities.com
Karan Bhuwania
karan.bhuwania@icicisecurities.com
Nilesh Patil
nilesh.patil@icicisecurities.com

Market Data

Market Cap (INR) 76bn
Market Cap (USD) 903mn
Bloomberg Code DODLAIN
Reuters Code DODL BO
52-week Range (INR) 1,346 /651
Free Float (%) 38.0
ADTV-3M (mn) (USD) 14
Price Performance (%) 3m 6m 12m
Absolute 1.3 26.1 88.0
Relative to Sensex 1.8 175 64.0
ESG Score 2021 2022 Change
ESG score NA NA Na
Environment NA NA NA
Social NA NA NA
Governance NA NA NA

Note - Score ranges from 0 - 100 with a higher
number indicating a higher ESG score.

Source: SES ESG, |-sec research

Earnings Revisions (%) FY25E FY26E
Revenue 0.6 0.6
EBITDA 1.1 0.6
EPS 1.3 3.3

Previous Reports

23-07-2024: Q1FY25 results review
20-05-2024: Q4FY24 results review
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Lower inventory indicate liquidation of SMP inventory

The inventory position on the balance sheet has reduced to INR 2.3bn, at Sep’24 vs
3.9bn at Mar'24. We note liquidation of excess inventory in the system at relatively
higher prices. While the company may keep adequate inventory levels for its captive
consumption, we reckon, it may further liquidate this in coming quarters.

Cluster-based approach - Expanding to peripheral markets

Dodla has acquired a 32.2acre land parcel in Maharashtra. It aims to establish an
integrated manufacturing plant at the Maharashtra. At present, the company
transports the milk procured in Maharashtra to Telangana and Andhra Pradesh. We
reckon, establishing a plant in Maharashtra may result in lower costs.

Milk procurement prices may remain stable in near term

We expect the milk procurement prices may have largely remained stable in Q2FY25
YoY. While the prices dipped at the start of the quarter, it inched up in Sep’24, ruling
out the possibility of a sharp deterioration in the prices QoQ. However, they may have
slipped marginally QoQ. We expect the milk procurement prices trend to remain stable
in the near term.

Maintain ADD

We model Dodla to report revenue and PAT CAGRs of 16.1% and 27.3%, respectively,
over FY24-27E and RoCE of 15.6% in FY27E. Our DCF-based revised TP stands at INR
1,365 (earlier TP: INR 1,320; implied P/E of 34x/28x FY26/27E EPS); retain ADD.

Key risks: Steep increase in input prices and competitive pressures.
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Q2FY25 financial performance (consolidated)

Y/e March INR mn Q2FY25 Q2FY24 YoY % chg. Q1FY25 QoQ % chg. H1FY25 H1FY24 YoY % chg.

Revenue 9,976 7,678 29.9 9,116 9.4 19,092 15,912 20.0
Expenditure

Raw materials 7,436 5,619 323 6,460 15.1 13,896 11,901 16.8
% of revenue 74.5 73.2 70.9 72.8 74.8

Employee cost 397 339 17.0 395 0.6 792 689 15.0
% of revenue 4.0 4.4 4.3 4.1 4.3

Other expenditure 1,181 1,017 16.1 1,210 (2.4) 2,391 2,016 18.6
% of revenue 11.8 13.2 13.3 12.5 12.7

Total expenditure 9,014 6,975 29.2 8,065 11.8 17,078 14,606 16.9
EBITDA 963 702 37.0 1,051 (8.4) 2,014 1,306 54.2
EBITDA margin 9.6 9.1 115 10.5 8.2

Other income 96 67 43.1 69 37.9 165 139 18.6
PBDIT 1,058 769 37.6 1,121 (5.6) 2,179 1,445 50.8
Depreciation 187 172 85 182 2.8 369 337 9.4
PBIT 871 597 46.0 939 (7.2) 1,810 1,108 63.4
Interest 8 4 112.3 11 (20.0) 19 8 148.3
PBT 863 593 455 928 (7.0) 1,791 1,100 62.8
Prov. for tax 229 157 46.0 278 (17.6) 507 314 61.2
% of PBT 26.5 26.5 29.9 28.3 28.6

Adjusted PAT 634 436 45.4 650 (2.5) 1,284 786 63.4
Extra ordinary items 12 3 32 44 10

Reported PAT 646 439 47.1 682 (5.3) 1,328 795 67.0

Source: Company data, I-Sec research

Key performance highlights
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Key indicators — Annual

Revenue and revenue growth
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EBITDA margin trend
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Valuation and risks

We model Dodla to report revenue and PAT CAGRs of 16.1% and 27.3%, respectively,
over FY24-27E with RoCE moving up to 15.6% in FY27E, from 13.5% in FY24. Our DCF-
based revised TP stands at INR 1,365 (earlier INR 1,320), implied P/E works out to
34x/28x FY26/27E EPS.

DCF-based valuation

Particulars

Cost of Equity (%) 11.2%
Terminal growth rate (%) 4.0%
Discounted interim cash flows (INR mn) 31,387
Discounted terminal value (INR mn) 49,802
Total equity value (INR mn) 81,189

1,365

Value per share (INR)

Source: Company data, I-Sec research

Risks

Sharp increase in input prices and competitive pressures
Major increase in milk procurement prices and/or increase in competitive pressures

may result in downside risks to our estimates.

Delays in launch of new plants/products
Any delays in launch of new products and/or plants may result in lower earnings than

estimated.
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Financial Summary

Profit & Loss
(INR mn, year ending March)

Cashflow statement
(INR mn, year ending March)

FY24A FY25E FY26E FY27E
Net Sales 31,255 36,407 42,198 48,954
Operating Expenses 28,366 32,785 38,189 44,303
EBITDA 2,888 3,622 4,009 4,651
EBITDA Margin (%) 9.2 9.9 9.5 9.5
Depreciation & Amortization 701 781 864 949
EBIT 2,188 2,841 3,145 3,702
Interest expenditure 24 43 43 43
Other Non-operating 274 267 672 763
Income
Recurring PBT 2,438 3,064 3,774 4,421
Profit / (Loss) from
Associates ) ) . .
Less: Taxes 771 682 840 984
PAT 1,667 2,383 2,934 3,438
Less: Minority Interest - - - -
Extraordinaries (Net) (1) - - -
Net Income (Reported) 1,666 2,383 2,934 3,438
Net Income (Adjusted) 1,667 2,383 2,934 3,438
Source Company data, I-Sec research
Balance sheet
(INR mn, year ending March)
FY24A FY25E FY26E FY27E
Total Current Assets 5,251 5,941 3,864 4,793
of which cash & cash eqv. 1,034 3,973 1,618 2,224
Toto! (;urrent Liabilities & 2,609 2913 3376 3916
Provisions
Net Current Assets 2,643 3,028 488 877
Investments 2,267 3,867 8,867 11,367
Net Fixed Assets 6,619 6,961 7,197 7,449
ROU Assets - - - -
Capital Work-in-Progress 124 - - -
Total Intangible Assets 516 516 516 516
Other assets - - - -
Deferred Tax assets - - - -
Total Assets 12,168 14,372 17,069 20,209
Liabilities
Borrowings 541 541 541 541
Deferred Tax Liability 239 239 239 239
provisions - - - -
other Liabilities - - - -
Equity Share Capital 595 595 595 595
Reserves & Surplus 10,794 12,998 15,694 18,834
Total Net Worth 11,389 13,593 16,289 19,429
Minority Interest - - - -
Total Liabilities 12,168 14,372 17,069 20,209
Source Company data, I-Sec research
Quarterly trend
(INR mn, year ending March)
Dec’23 Mar’24 Jun’24 Sep’24
Net Sales 7,468 7,874 9,116 9,976
% growth (YOY) 10.6% 8.7% 10.7% 29.9%
EBITDA 828 754 1,051 963
Margin % 11.1 9.6 115 9.6
Other Income 57 78 69 96
Extraordinaries (3) (8) 32 12
Adjusted Net Profit 413 468 650 634

Source Company data, I-Sec research

FY24A FY25E FY26E FY27E
Operating Cashflow 94 5,717 3,983 4,603
Working Capital Changes (2,333) 2,553 185 216
Capital Commitments (1,065) (1,000) (1,100) (1,200)
Free Cashflow (946) 4,717 2,883 3,403
Other investing cashflow 1,256 (1,600) (5,000) (2,500)
Cashflow from Investing
Activities 190 (2,600) (6,100) (3,700)
Issue of Share Capital - - - -
Interest Cost - - - -
Inc (Dec) in Borrowings (3) - - -
Dividend paid - (178) (238) (297)
Others - - - -
Cash flow from Financing
Activities (3) (178) (238) (297)
Chg. in Cash & Bank 281 2939  (2,355) 605
balance
Closing cash & balance 1,034 3,973 1,618 2,224

Source Company data, I-Sec research
Key ratios
(Year ending March)

FY24A FY25E FY26E FY27E
Per Share Data (INR)
Reported EPS 28.0 40.0 493 57.8
Adjusted EPS (Diluted) 28.0 40.0 493 57.8
Cash EPS 39.8 53.2 63.8 73.7
Dividend per share (DPS) - 3.0 4.0 5.0
Book Value per share (BV) 1914 228.5 273.8 326.6
Dividend Payout (%) - 7.5 8.1 8.7
Growth (%)
Net Sales 11.1 16.5 15.9 16.0
EBITDA 51.0 254 10.7 16.0
EPS (INR) 36.4 429 23.2 17.2
Valuation Ratios (x)
P/E 44.9 314 255 218
P/CEPS 316 23.7 19.7 17.1
P/BV 6.6 5.5 46 3.9
EV /EBITDA 25.0 18.6 16.2 13.3
P/ Sales 24 2.1 1.8 15
Dividend Yield (%) - 0.2 0.3 0.4
Operating Ratios
Gross Profit Margins (%) 27.0 275 27.3 27.3
EBITDA Margins (%) 9.2 9.9 9.5 9.5
Effective Tax Rate (%) 316 223 22.3 22.3
Net Profit Margins (%) 5.3 6.5 7.0 7.0
NWC / Total Assets (%) 13.2 (6.6) (6.6) (6.7)
Net Debt / Equity (x) 0.2) (0.5) (0.6) (0.7)
Net Debt / EBITDA (x) (1.0) (2.0) (2.5) (2.8)
Profitability Ratios
RoCE (%) 135 17.0 15.8 15.6
ROE (%) 15.8 19.1 19.6 19.2
RolC (%) 20.4 29.6 38.7 45.2
Fixed Asset Turnover (x) 3.4 3.4 3.6 3.8
Inventory Turnover Days 48 18 18 18
Receivables Days 1 1 1 1
Payables Days 30 29 29 29

Source Company data, I-Sec research

India | Equity Research



Dodla Dairy | Q2FY25 results review | 24 October 2024

This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return
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