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SELL 
Price: Rs348 

Target Price: Rs310 
Forecast return: -11% 

 

 Sapphire Foods 
Weak demand conditions cut KFC SSSG by 8% 

Financial and valuation summary 

Sapphire Foods’ Q2 print was in-line with our estimates; consol. revenue grew 8.3%, while 
EBITDA/PAT declined at 8.5%/65.9%. KFC revenue grew at 8.7%, yet SSSG cut by 8%. PH’s 
revenue grew 2.8% with 3.0% decline in SSSG. Sri Lanka revenues/SSSG grew by 19%/9% 
led by stable macros. In Q2 SF added 19/1/1 KFC/PH/Sri Lanka stores taking stores count to 
909. SF committed to revive PH store metrics with value offerings and lower pace of store 
expansion. Gross margins at 68.8% (+8bp), led by KFC at 68.3% (+40bp) and PH at 76.5% 
(+40bp). Higher employee cost (+9.1%) and other expenses (+13.5%) saw decline in EBITDA 
margins to 16.1% (-295bp). SF took prudent decision to book impairment loss of Rs114mn 
on Maldives business. To rejuvenate brands and SSSG management’s focus driven by, (1) 
building lunch occasion by expanding KFC portfolio, chicken rolls/Zinger Burger/Snackers, 
(2) develop consumption occasions across all day parts, (3) improving brand salience, (4) 
augment marketing investments, and (5) calibrated store expansion. With sequential 
improvement in PH/Sri Lanka business, we tweak our earnings and retain SELL rating, with 
a revised DCF-based TP of Rs310 (implying EV/EBITDA of 12.5x Sept’27E). 
Weakness in demand coupled with higher vegetarian days  cut KFC SSSG by 8.0% 
SF reported consol. revenue at Rs7.0bn (+8.3%) YoY driven by continued weakness in consumer 
dictionary spending coupled with higher vegetarian days in Q2. With 11.7% increase in store, 
KFC revenue grew at 8.7%, yet SSSG cut by 8%. PH’s revenue grew 2.8% with 3.0% decline in 
SSSG. Sri Lanka revenues/SSSG grew by 19%/9% led by stable to improving macros. In Q2 SF 
added 19/1/1 KFC/PH/Sri Lanka stores taking stores count to 909 (KFC/PH/Sri Lanka at 
461/323/125). SF committed to revive PH store metrics with value offerings and lower pace 
of store expansion. SF increased marketing investments behind Melts in last 6 months and 
also launched exciting MOMO MIA pizza range starting at Rs299. To rejuvenate brands and 
SSSG management’s focus driven by, (1) building lunch occasion by expanding KFC portfolio, 
chicken rolls/Zinger Burger/Snackers, (2) develop consumption occasion across all day parts, 
(3) improving brand salience, (4) augment marketing investments, and (5) calibrated store 
expansion. With sequential improvement in PH/Sri Lanka business, despite demand remained 
softer in Q2, management held store expansion guidance to double store count for KFC ~3 
years (base Dec’21) expecting sharp improvement around festive season - Diwali.            
Gross margins remained stable at 68.8% (+8bp), yet EBITDA margin cut to 16.1% (-295bp) 
Gross margins remained stable at 68.8% (+8bp), with KFC at 68.3% (+40bp) and PH at 76.5% 
(+40bp). However higher employee cost (+9.1%) and other expenses (+13.5%) led to decline 
in EBITDA margins to 16.1% (-295bp). SF took prudent decision to book impairment loss of 
Rs114mn on Maldives business which struggled in past one year as sales cut by 57%. 
Nonetheless PAT declined by 65.9% to Rs52.0mn. SF guided for operating margin improvement 
led by lowering input costs and pace of store expansion for PH to lift SSSG.  
Valuation and risks 
As argued in our QSR Thematic report, with strong management, besides sharp improvement 
in its execution capabilities we expect turnaround in SF’s performance. However weak 
consumption demand, incremental competition in chicken QSR, and lower discretionary 
spending pose short term challenges in our view. We reckon SF’s management has reworked 
store expansion strategy and also took initiatives to build consumption occasions using 
innovations/LTO could ensure margin trajectory. Despite sequential improvement in PH and Sri 
Lanka business, with lower 1HFY25 we cut earnings for FY25E/ FY26E by 23.1%/16.8% and retain 
SELL with a revised DCF-based TP of Rs310 (implying EV/EBITDA of 12.5x Sept’27E). Key risks: 
prolonged weakness in demand, severe competition from organized/ unorganized players. 

 Market Data  

Bloomberg: SAPPHIRE IN 

52 week H/L: 401/243 

Market cap: Rs109.5bn 

Shares Outstanding: 319.8mn 

Free float: 59.8% 

Avg. daily vol. 3mth: 12,65,211 
Source: Bloomberg 

Changes in the report 

Rating: Unchanged 

Target price: Rs310 from Rs323 

EPS: 
FY25E: Rs2.9;  
FY26E: Rs5.3;     

Source: Centrum Broking 

Shareholding pattern 

 Sep-24 Jun-24 Mar-24 Dec-23 

Promoter 26.2 30.8 30.8 31.3 

FIIs 31.5 31.5 30.0 30.0 

DIIs 37.1 31.5 32.4 31.7 

Public/other 5.2 6.2 6.8 7.0 

Source: BSE 

Centrum estimates vs Actual results 

YE Mar 
(Rs mn) 

Centrum 
Q2FY25 

Actual 
Q2FY25 

Variance 
(%) 

Revenue 7,019 6,957 -0.9 

EBITDA 1,144 1,120 -2.1 

EBITDA margin % 16.3 16.1 -20 bps 

Other Income 78 85 8.6 

Interest 287 271 -5.7 

Depreciation 917 881 -4.0 

PBT 17 53 206.2 

Tax 4 1 -73.6 

Rep. PAT 13 (62) -585.7 

Adj. PAT 13 52 303.4 

Source: Bloomberg, Centrum Broking 

YE Mar (Rs mn)     2QFY25A 2QFY24A YoY (%) 1QFY25A QoQ (%) FY25E FY26E FY27E 

Revenues 6,940 6,414 8.2 7,165 (3.1) 29,693 35,413 41,824 
EBITDA 1,120 1,151 (2.7) 1,242 (9.8) 5,271 6,463 7,929 
EBITDA margin (%) 16.1 17.9 (295bp) 17.3 (6.9) 17.8 18.3 19.0 

Adj. Net profit 52 152 (65.9) 82 (36.7) 913 1,696 2,727 
Adj. EPS (Rs) (0.1) 0.2 (65.9) 0.1 (36.7) 2.9 5.3 8.6 
EPS growth (%)           75.8 85.7 60.8 

PE (x)           120.3 64.8 40.3 
EV/EBITDA (x)           20.1 15.7 12.0 

PBV (x)           7.7 6.9 5.9 
RoE (%)           6.6 11.2 15.7 
RoCE (%)           13.5 18.2 22.5 
Source: Company, Centrum Broking 

https://centrumbroking.com/documents/Thematic_India_QSR_Sector_Centrum_20032023.pdf
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Thesis Snapshot 

Estimate revision  Valuations 

YE Mar (Rs mn) 
FY25E 
New 

FY25E 
Old 

% chg 
FY26E 
New 

FY26E 
Old 

% chg 

Revenue 29,693 30,111 (1.4) 35,413 35,688 (0.8) 

EBITDA 5,271 5,597 (5.8) 6,463 6,873 (6.0) 

EBITDA margin % 17.8 18.6 (84bp) 18.3 19.3 (101bp) 

Adj. PAT 913 1,188 (23.1) 1,696 2,040 (16.8) 

Diluted EPS (Rs) 2.9 3.7 (23.1) 5.3 6.4 (16.8) 

Source: Centrum Broking 

Sapphire Foods versus NIFTY Midcap 100 
 1m 6m 1 year 

SAPPHIRE IN (8.2) 26.2  32.5  

NIFTY Midcap 100 (7.7) 9.6  44.0  

Source: Bloomberg, NSE 

Key assumptions 
Y/E Mar FY25E FY26E 

No. of store 981 1106 

Gross Margin% 68.1 68.4 

Store Margin (%) (Pre-INDAS) 16.0 16.5 

Store Margin (%) (Post-INDAS) 23.3 23.8 

EBITDA (%) (Pre-INDAS) 10.5 11.0 

EBITDA (%) (Post-INDAS) 17.8 18.3 
Source: Centrum Broking 

 

 As argued in our QSR Thematic report, with strong management, besides 
sharp improvement in its execution capabilities we expect turnaround in 
SF’s performance. However weak consumption demand, incremental 
competition in chicken QSR, and lower discretionary spending pose short 
term challenges in our view. We reckon SF’s management has reworked 
store expansion strategy and also took initiatives to build consumption 
occasions using innovations/LTO could ensure margin trajectory. Despite 
sequential improvement in PH and Sri Lanka business, with lower 1HFY25 
we cut earnings for FY25E/ FY26E by 23.1%/16.8% and retain SELL with a 
revised DCF-based TP of Rs310 (implying EV/EBITDA of 12.5x Sept’27E). Key 
risks: prolonged weakness in demand, severe competition from organized/ 
unorganized players. 

Valuations Rs/share 

DCF-based target price Rs310 

WACC (%) 11.8 

Terminal growth (%) 5.2 

  

P/E mean and standard deviation  

 
Source: Bloomberg, Centrum Broking 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
Peer comparison 

Source: Company, Centrum Broking
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Company 
Mkt Cap CAGR (FY24-26E) EV/EBITDA(x) Pre-INDAS EV/EBITDA (x) - Post RoE(%) 

(Rs Bn) Sales EBITDA EPS FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E 

Jubilant Foods 436.7 17.1 22.9 43.9 44.2 33.6 27.8 29.2 23.5 19.8 18.3 22.0 22.8 

Devyani International 230.2 22.1 23.3 39.2 41.6 31.7 25.2 21.9 17.8 14.8 11.7 15.0 16.8 

Westlife Foodworld 137.2 14.1 15.0 51.2 51.3 40.6 32.2 36.5 29.6 25.2 14.9 22.4 27.8 

Sapphire Foods 115.5 17.3 19.8 73.8 34.1 26.1 19.6 20.1 15.7 12.0 6.6 11.2 15.7 

RBA 61.3 21.6 29.1 N/A 33.2 24.0 18.3 14.7 11.3 8.9 (1.7) 1.1 2.3 

https://centrumbroking.com/documents/Thematic_India_QSR_Sector_Centrum_20032023.pdf


Sapphire Foods 28 October, 2024 

Centrum Institutional Research 3 

 

Exhibit 1: Key conference call takeaways and metrics 

Centrum Quarterly Monitor Q1FY25 Q2FY25 Our Comments 

Demand environment 
Consumer discretionary spends 
remained subdued during Q1 
coupled with Navratra in April 

Subdue demand environment 
coupled with higher vegetarian days 
cut down sales for KFC 

Multiple headwinds and external factors 

affecting discretionary spending, yet 

easing of sticky food inflation is expected 

to improve consumer sentiments and 

improve out of home consumption 

Outlook and guidance 

Management guided for muted store 
expansion in FY25 in PH format while 
continued its guidance for doubling 
KFC restaurants count in ~3 years 
(base Dec’21) 

Management remained cautious on 
store expansion plan yet maintain 
guidance on KFC  

Though operating environment would 
improve, SF expects to take price hike post 
2HFY25 if RM prices stabilize 

Key interventions 

KFC launched KFC Zinger’s “best 
burger credentials” with launch of 6 
sauce variants & new veg Paneer 
Zinger and expanded KFC Chicken 
Rolls range with launch of 3 sauce 
variants 

Company increased marketing 
investments behind Melts from Apr-
Sep and have now launched in 
October the exciting MOMO MIA! 
range of pizzas and appetizers. 

Introduction of value layer is likely to drive 
footfall, yet premiumization and entering 
into high margin chicken categories 
expected to lift AOV 

On margins and exceptional items 

Gross margins inched up to 68.6% 

(+9bp), EBITDA margins at 17.3% (-

141bp) 

Gross margins inched up to 68.8% 

(+8bp), EBITDA margins at 16.1% (-

295bp). 

With deflationary raw material prices 
gross margin expected to remain stable 
yet elevated ad spend might check 
operating margins 

Source: Centrum Broking 
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Conference call highlights 

Demand 

 Consol. revenues grew at 8.3% to Rs7.0bn, India restaurant sales grew 7.0% YoY as 
consumer discretionary spends remained subdued during Q2 

 KFC sales grew by 8.7%, while SSSG declined by 8%, ADS declined by 11.2 % to Rs111K, 
sales were impacted due to seasonally weak consumption in Q2 for non-vegetarian 
food 

 Pizza Hut sales grew  by 2.8%, though SSSG declined by 3.0%, ADS declined by 2.1% to 
Rs47K, SF increased marketing investments behind Melts from Apr-Sep and have 
launched MOMO Mia pizza range with limited time offer (Rs299 meal) in October and 
appetizer 

 Sapphire added 19 KFC and 3 PH stores in India and one in Sri Lanka in Q2 taking store 
count to 909 

 SSSG was negative due to deleverage of the business owing by muted demand 
conditions 

 Management expects 20-25/75-80 new store for PH/KFC in FY25 

 Management would continue to invest behind marketing on Melt along with new offer 
MOMO MIA! Pizza range starting at Rs299 

 Management pointed out that delivery has been fairly resilient while dip in dine-in due 
to late night store open for delivery along with lower footfall at mall 

 Management believe Geopolitical tension has impacted while gradual improvement 
would have been visible  

KFC India 

 KFC sales grew by 8.7%, while SSSG declined by 8%, ADS declined by 11.2 % to Rs111K 

 SSSG declined majorly dropped in transaction while ticket size down by 1%  

 KFC’s gross margin stood at 68.3% (+40bp) while restaurant EBITDA declined by 270bp 
to 16.5% 

 To revive SSSG and boost occasions of consumption company remained focused on 
VFM, product innovation (Chicken Rolls variants, Zinger Burger variants, Snackers), 
focus on day parts (lunch, late night, Wednesdays) and driving value across individual 
and group meal occasions  

 Higher competition has observed in Fried Chicken Category, major competition comes 
from small players 

 Major store expansion has happened +1mn population in last couple of years where 
20% comes under new market 

 Management expects KFC store count would reach 500 by Dec 24, post that 
management would revisit the expansion strategy 

PH India 

 Pizza Hut sales grew  by 2.8%, though SSSG declined by 3.0%, ADS declined by 2.1% to 
Rs47K,  

 PH’s gross margin stood at 76.5% (+40bp) whereas restaurant EBITDA cut by 350bp to 
4.1% 

 To improve the performance management has added specific menus, value offerings 
and lunch advertising which is expected to give benefit in the upcoming quarters 

 Management has guided not to aggressively open new store until meeting the below 
criteria: (1) Positive SSSG, (2) ADS>Rs50k and (3) minimum Restaurant EBITDA margin 
of 8-10% and planning to open 15-20 stores for FY25 

 Management expects double digit margin with the help of >Rs55k ADS 
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Sri Lanka Business 

 Srilanka – Sales increased by 19.0% to Rs1024.0mn, with +9% SSSG, though ADS grew 
by 5.3% to Rs92k 

 Srilanka gross Margin stood at 61.1% (-110bp) whereas Restaurant EBITDA stood at 
15.5% (+20bp) 

Margin 

 Overall company’s gross margins inched up to 68.8% (+8bp) on the back of lower input 
RM/PM 

 Overall company EBITDA declined by 8.5% resulting in EBITDA margin at 16.1% (-295bp) 
due to higher other expenses (+13.5%) and employee cost (+9.1%) 

 Consol. Restaurant EBITDA declined 8%, while India restaurant EBITDA margin at 13.6% 
(-280bp) 

 Pre –INDAS EBITDA/Reported EBITDA came at 8.5%/16.1% lower by 210bp/295bp 
respectively 

 Adjusted PAT declined by 65.9% to Rs52.0mn  on the back of higher depreciation & 
interest cost by 14.7%/10.8% respectively 

 Management guided 100bps change in channel sales (from Dine-in Delivery) would 
have 10-15bps negative impact in operating margin 

 Maldives business (KFC:2 and PH:2) which contributed 0.4% of consol. revenues has 
struggled in the past one year and sales cut by 57%. With continued geo political 
situation SF took prudent approach by booking impairment (non-cash) of Rs114mn in 
Q2FY25 

Exhibit 2: Quarterly consol. net revenue growth – YoY 

 
Source: Company Data, Centrum Broking 
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Exhibit 3: Quarterly Store Growth trend 

 
Source: Company Data, Centrum Broking 

 

Exhibit 4: Brand wise SSSG on a declining trend 

 
Source: Company Data, Centrum Broking 

 

Exhibit 5: Brand wise Gross Margin – PH on higher side while KFC expanded steadily  

 
Source: Company Data, Centrum Broking  
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Exhibit 6: EBITDA margin trend , Employee & Other expenses as a % on sales 

 
Source: Company Data, Centrum Broking 

 

Exhibit 7: Restaurant EBITDA trend YoY  

 
Source: Company Data, Centrum Broking 

 

Exhibit 8: KFC brand priorities  

 
Source: Company 
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Exhibit 9: KFC operational metrics  

 
Source: Company 

 

Exhibit 10: Pizza hut action plan  

 
Source: Company 

 

 

Exhibit 11: Pizza hut brand priorities – Build Brand Salience 

 
Source: Company 
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Exhibit 12: Pizza hut operational metrics  

 
Source: Company 

 

Exhibit 13: Sri Lanka brand innovation 

 
Source: Company 

 

Exhibit 14: Sri Lanka store metrics  

 
Source: Company  
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Exhibit 15: Quarterly financials 

Particulars (Rs mn)  Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 

 Net Sales  5,436 5,604 5,939 5,592          6,526           6413           6,643  6,297 7,165 6,940 

Other Operating Income 27 24 23 12               18                13                13  20 18 17 

Total Income 5,463 5,628 5,961 5,604          6,544           6,426           6,656  6,317 7,183 6,957 

Cost of materials 1,756 1,890 1,964 1,797          2,061           2,010           2,072  1,966 2,256 2171 

Gross Profit 3,707 3,737 3,998 3,807          4,483           4,417           4,583  4,351 4,927 4786 

Employee Expenses 684 747 731 767             850              875              874  857 949 954 

Other Exp 1,909 1,959 2,100 2,059          2,418           2,391           2,492  2,464 2,736 2712 

Operating Profit (Core EBITDA) 1,114 1,032 1,167 981          1,214           1,151           1,217  1,029 1,242 1120 

Depreciation 609 628 681 724             727              768              874  870 904 881 

EBIT 505 404 486 258             487              384              344  159 338 239 

Interest 197 206 217 249             226              245              263  275 273 271 

Other Income 49 71 67 114               75                75                60  124 53 85 

Profit Before Tax 356 269 336 123             336              214              140  8 118 53 

Tax (25) 1 9 (1,232)               88                62                42  (12) 36 1 

Tax rate (%) (7.1) 0.3 2.6 (1,003)            26.0             28.9            30.0  -143.0 30.8 2.2 

Profit After Tax 382 269 327 1,355             249              152                98  20 82 52 

            

Margin (%)            

Gross Margin 67.9 66.4 67.1 67.9 68.5 67.9            68.9  68.9 68.6 68.8 

EBITDA 20.4 18.3 19.6 17.5 18.6 17.9            18.3  16.3 17.3 16.1 

EBIT 9.2 7.2 8.2 4.6 7.4 6.0              5.2  2.5 4.7 3.4 

Adj. PAT  7.0 4.8 5.5 24.2 3.8 2.4              1.5  0.3 1.1 0.7 

Source:  Company, Centrum Broking 
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Exhibit 16: Brand financials 

Particulars (Rs mn)  Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 

KFC           

ADS (Rs. in 000’) 144000 134000 136000 127000 138000 125000 125000 1,14,000 1,22,000 1,11,000 

SSSG 65% 15% 3% 2% 0% 0% -2% -3.0% -6.0% -8.0% 

Restaurant Sales 3537 3491 3810 3691 4286 4165 4421 4,285 4,770 4,527 

Total Restaurant  281   301   325   341              358              381              406  429 442 461 

Gross Margin 67.3% 65.6% 66.5% 66.8% 68.1% 67.9% 68.4% 63.8% 68.2% 68.3% 

Restaurant EBITDA –Pre 20.3% 17.9% 20.2% 19.1% 20.8% 19.2% 20.1% 18.7% 18.8% 16.5% 

           

PH           

ADS (Rs. in 000’) 61000 64000 58000 50000 52000 48000 45000 41,000 48,000 47,000 

SSSG 47% 23% -4% -4% -9% --20% -19% -15.0% -7.0% -3.0% 

Restaurant Sales 1219 1410 1364 1221 1362 1330 1305 1,188 1,397 1,367 

Total Restaurant  235   249   274   286              302              311              319  319 320 323 

Gross Margin 75.3% 74.7% 74.4% 74.3% 75.1% 76.1% 75.7% 75.5% 76.1% 76.5% 

Restaurant EBITDA –Pre 14.8% 15.1% 14.1% 8.6% 9.0% 7.6% 4.6% -2.7% 4.6% 4.1% 

           

Srilanka           

ADS (Rs. in 000’) 75000 73000 75000 65000 81000 81000 81000 75,000 90,804 92,460 

SSSG 53% 37% 18% -3% 0% 1% 1% 4.0% 11.0% 9.0% 

Restaurant Sales 650 669 731 667 825 864 892 816 978 1,024 

Total Restaurant  98   106   114   114  114 118             121  120 120 121 

Gross Margin 58.8% 55.4% 57.3% 61.0% 60.5% 62.2% 61.8% 61.9% 60.6% 61.1% 

Restaurant EBITDA –Pre 15.5% 15.0% 14.6% 14.2% 13.0% 15.3% 14.2% 12.3% 13.2% 15.5% 

Source:  Company, Centrum Broking 
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P&L 
YE Mar (Rs mn)       FY23A FY24A FY25E FY26E FY27E 

Revenues 22,656 25,943 29,693 35,413 41,824 

Operating Expense 7,407 8,109 10,988 13,005 15,301 

Employee cost 2,929 3,456 4,043 4,730 5,440 

Others 8,036 9,765 9,391 11,214 13,155 

EBITDA 4,284 4,613 5,271 6,463 7,929 

Depreciation & Amortisation 2,642 3,239 3,523 3,769 4,017 

EBIT 1,642 1,374 1,748 2,694 3,912 

Interest expenses 869 1,009 1,101 1,214 1,327 

Other income 311 334 368 405 445 

PBT 1,084 699 1,015 1,885 3,030 

Taxes (1,248) 180 101 188 303 

Effective tax rate (%) 115.1 25.7 10.0 10.0 10.0 

PAT 2,332 520 913 1,696 2,727 

Minority/Associates 0 0 0 0 0 

Recurring PAT 2,332 520 913 1,696 2,727 

Extraordinary items 0 0 0 0 0 

Reported PAT 2,332 520 913 1,696 2,727 

Ratios 
YE Mar       FY23A FY24A FY25E FY26E FY27E 

Growth (%)      

Revenue 31.6 14.5 14.5 19.3 18.1 

EBITDA 40.4 7.7 14.3 22.6 22.7 

Adj. EPS (4.7) (77.7) 75.8 85.7 60.8 

Margins (%)      

Gross 67.3 68.7 68.1 68.4 68.5 

EBITDA 18.9 17.8 17.8 18.3 19.0 

EBIT 7.2 5.3 5.9 7.6 9.4 

Adjusted PAT 10.3 2.0 3.1 4.8 6.5 

Returns (%)      

ROE 20.6 4.0 6.6 11.2 15.7 

ROCE 14.9 9.5 13.5 18.2 22.5 

ROIC (1.5) 5.0 7.2 11.7 18.6 

Turnover (days)      

Gross block turnover ratio (x) 0.8 0.7 0.8 0.9 1.0 

Debtors 3 4 3 2 2 

Inventory 41 44 40 40 40 

Creditors 103 101 99 102 103 

Net working capital (1) 3 30 66 102 

Solvency (x)      

Net debt-equity (0.1) (0.1) (0.3) (0.5) (0.8) 

Interest coverage ratio 4.9 4.6 4.8 5.3 6.0 

Net debt/EBITDA (0.4) (0.3) (0.8) (1.3) (1.8) 

Per share (Rs)      

Adjusted EPS 7.3 1.6 2.9 5.3 8.6 

BVPS 39.5 42.1 45.0 50.4 58.9 

CEPS 15.7 11.8 14.0 17.2 21.2 

DPS 0.0 0.0 0.0 0.0 0.0 

Dividend payout (%) 0.0 0.0 0.0 0.0 0.0 

Valuation (x)      

P/E 47.1 211.6 120.3 64.8 40.3 

P/BV 8.8 8.2 7.7 6.9 5.9 

EV/EBITDA 25.2 23.5 20.1 15.7 12.0 

Dividend yield (%) 0.0 0.0 0.0 0.0 0.0 

Source: Company, Centrum Broking 

 

 Balance sheet 
YE Mar (Rs mn)      FY23A FY24A FY25E FY26E FY27E 

Equity share capital 635 637 637 637 637 

Reserves & surplus 11,924 12,754 13,668 15,364 18,091 

Shareholders fund 12,559 13,391 14,305 16,001 18,728 

Minority Interest (20) 7 7 7 7 

Total debt 443 276 196 116 36 

Non Current Liabilities 7,713 10,249 11,274 12,402 13,642 

Def tax liab. (net) 36 35 38 42 46 

Total liabilities 20,730 23,958 25,820 28,568 32,459 

Gross block 29,671 36,240 38,668 41,248 43,808 

Less: acc. Depreciation (11,217) (13,783) (17,306) (21,074) (25,091) 

Net block 18,454 21,784 21,362 20,174 18,717 

Capital WIP 550 673 680 687 694 

Net fixed assets 18,454 22,458 22,043 20,861 19,411 

Non Current Assets 450 167 184 202 222 

Investments 659 0 0 0 0 

Inventories 993 969 1,109 1,322 1,562 

Sundry debtors 179 344 163 194 229 

Cash & Cash Equivalents 2,204 1,676 4,308 8,663 14,484 

Loans & advances 1,578 1,490 1,930 2,199 2,497 

Other current assets 203 169 163 194 229 

Trade payables 2,170 2,308 2,844 3,392 4,006 

Other current liab. 2,864 1,914 2,115 2,523 2,979 

Provisions 177 220 249 282 319 

Net current assets (53) 205 2,465 6,376 11,697 

Total assets 20,730 23,958 25,820 28,568 32,459 

Cashflow 
YE Mar (Rs mn)         FY23A FY24A FY25E FY26E FY27E 

Profit Before Tax 1,084 699 1,015 1,885 3,030 

Depreciation & Amortisation 2,642 3,239 3,523 3,769 4,017 

Net Interest 869 1,009 1,101 1,214 1,327 

Net Change – WC (669) (317) 359 429 484 

Direct taxes (21) (20) (101) (188) (303) 

Net cash from operations 3,904 4,610 5,897 7,109 8,554 

Capital expenditure (3,825) (3,850) (3,108) (2,587) (2,567) 

Acquisitions, net 0 0 0 0 0 

Investments 1,656 1,829 0 0 0 

Others 133 151 0 0 0 

Net cash from investing (2,035) (1,869) (3,108) (2,587) (2,567) 

FCF 1,869 2,741 2,788 4,522 5,987 

Issue of share capital 0 83 1,025 1,127 1,240 

Increase/(decrease) in debt (1,084) (1,203) (80) (80) (80) 

Dividend paid 0 0 0 0 0 

Interest paid (864) (1,005) (1,101) (1,214) (1,327) 

Others 0 0 0 0 0 

Net cash from financing (1,948) (2,125) (156) (167) (167) 

Net change in Cash (80) 616 2,632 4,355 5,821 

Source: Company, Centrum Broking 
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Disclaimer 

Centrum Broking Limited (“Centrum”) is a full-service, Stock Broking Company and a member of The Stock Exchange, Mumbai (BSE) and National Stock 
Exchange of India Ltd. (NSE). Our holding company, Centrum Capital Ltd, is an investment banker and an underwriter of securities. As a group Centrum has 
Investment Banking, Advisory and other business relationships with a significant percentage of the companies covered by our Research Group.  Our research 
professionals provide important inputs into the Group's Investment Banking and other business selection processes. 
Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project finance or other businesses 
and may receive commission, brokerage, fees or other compensation from the company or companies that are the subject of this material/report.  Our 
Company and Group companies and their officers, directors and employees, including the analysts and others involved in the preparation or issuance of this 
material and their dependants, may on the date of this report or from, time to time have "long" or "short" positions in, act as principal in, and buy or sell the 
securities or derivatives thereof of companies mentioned herein. Centrum or its affiliates do not own 1% or more in the equity of this 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, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with 
the recommendations 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 and our Group 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 Centrum.  Centrum or its affiliates do not make a market in 
the security of the company for which this report or any report was written.  Further, Centrum or its affiliates did not make a market in the subject company’s 
securities at the time that the research report was published.  
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 of Centrum. Though disseminated to clients simultaneously, not all clients may receive this report at the same time.  Centrum 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 individual 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 securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which 
the companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other 
countries.   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. Any 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 or on behalf of the Company, Centrum, 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. Centrum does not provide tax advice to its clients, and all investors are strongly advised to consult regarding any potential investment.  Centrum and 
its affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report.  Foreign currencies denominated securities are subject 
to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the investment. In addition, investors in 
securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. Certain transactions including those involving 
futures, options, and other derivatives as well as non-investment-grade securities give rise to substantial risk and are not suitable for all investors. Please 
ensure that you have read and understood the current risk disclosure documents before entering into any derivative transactions.  
This report/document has been prepared by Centrum, 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.  Centrum 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 Centrum. This report or any portion hereof may not be 
printed, sold or distributed without the written consent of Centrum. 
The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform 
themselves about, and observe, any such restrictions. Neither Centrum nor its directors, employees, agents or representatives shall be liable for any damages 
whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the 
information.   
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 distribution of this 
report in other jurisdictions may be restricted by law and persons into whose possession this report comes should inform themselves about, and observe any 
such restrictions. By accepting this report, you agree to be bound by the fore going limitations. No representation is made that this report is accurate or 
complete. 
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The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of Centrum Broking 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 by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its 
directors or any other person. Information in this document must not be relied upon as having been authorized or approved by the company or its directors 
or any other person. Any opinions and projections contained herein are entirely those of the authors. None of the company or its directors or any other person 
accepts any liability whatsoever for any loss arising from any use of this document or its contents or otherwise arising in connection therewith. 
Centrum and its affiliates have not managed or co-managed a public offering for the subject company in the preceding twelve months.  Centrum and affiliates 
have not received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for 
service in respect of public offerings, corporate finance, debt restructuring, investment banking or other advisory services in a merger/acquisition or some 
other sort of  specific transaction.   
As per the declarations given by them, Mr. Shirish Pardeshi, Mr. Soham Samanta, Mr. Nikhil Kamble, research analyst and and/or any of their family members 
do not serve as an officer, director or any way connected to the company/companies mentioned in this report. Further, as declared by them, they were not 
received any compensation from the above companies in the preceding twelve months. They do not hold any shares by them or through their relatives or in 
case if holds the shares then will not to do any transactions in the said scrip for 30 days from the date of release such report. Our entire research professionals 
are our employees and are paid a salary.  They do not have any other material conflict of interest of the research analyst or member of which the research 
analyst knows of has reason to know at the time of publication of the research report or at the time of the public appearance. 
While we would endeavour to update the information herein on a reasonable basis, Centrum, its associated companies, their directors and employees are 
under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Centrum from 
doing so. 
Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable 
regulations and/or Centrum policies, in circumstances where Centrum is acting in an advisory capacity to this company, or any certain other circumstances. 
This report is not directed to, 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 or regulation or which would subject Centrum 
Broking Limited or its group companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an 
offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person 
unless otherwise stated, this message should not be construed as official confirmation of any transaction. No part of this document may be distributed in 
Canada or used by private customers in United Kingdom. The information contained herein is not intended for publication or distribution or circulation in any 
manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly 
authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and 
Exchange Board of India before investing in Indian Securities Market. 

 

Ratings definitions 

Our ratings denote the following 12-month forecast returns:  

Buy – The stock is expected to return above 15%. 

Add – The stock is expected to return 5-15%.  

Reduce – The stock is expected to deliver -5-+5% returns.  

Sell – The stock is expected to deliver <-5% returns. 
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Source: Bloomberg 
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4 Whether Research analyst’s or relatives’ have any financial interest in the subject company and nature of such financial interest No 

5 Whether Research analyst or relatives have actual / beneficial ownership of 1% or more in securities of the subject company at the end of the month 
immediately preceding the date of publication of the document. 

No 

6 Whether the research analyst or his relatives has any other material conflict of interest No 

7 Whether research analyst has received any compensation from the subject company in the past 12 months and nature of products / services for which 
such compensation is received 

No 

8 Whether the Research Analyst has received any compensation or any other benefits from the subject company or third party in connection with the 
research report 

No 

9 Whether Research Analysts has served as an officer, director or employee of the subject company No 

10 Whether the Research Analyst has been engaged in market making activity of the subject company. No 

11 Whether it or its associates have managed or co-managed public offering of securities for the subject company in the past twelve months; No 

12 
Whether it or its associates have received any compensation for investment banking or merchant banking or brokerage services from the subject company 
in the past twelve months; 

No 

13 
Whether it or its associates have received any compensation for products or services other than investment banking or merchant banking or brokerage 
services from the subject company in the past twelve months; 

No 
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