Pick of the Week

B In an ever-changing business environment, some of our investment ideas seem more convincing than

others due to better earning visibility and/or attractive valuation. Every Monday, we bring you such

fundamental stock ideas through our “Pick of the Week” report.
O Investment Horizon: Though the ideal investment horizon for such ideas remain 6-9 months, our picks may provide some
profit-making opportunities even to short-term investors.

O Risk-Return Profile: Pick of the week ideas are the best high return research ideas at this point in time.

Mcap CMP Target Potential

<[ (Rs Cr) (Rs) Price * Upside (%) Reco

Britannia Industries Ltd. 89,170 3,700 4,170 13% BUY

* Note: Investment horizon Approx. 6-9 months., CMP as on 16™ April, 2021
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Britannia Industries (BRIT), a Wadia Group company is one of the largest food brands. It’s brands like
Good Day, Tiger, Nutri Choice, Milk Bikis, Marie Gold, 50:50 etc are popular in the biscuits segment. BRIT
manufactures and sells biscuits, bread, rusk, cakes and dairy products in the domestic and international
markets. BRIT enjoys an estimated market share of ~33% in the Indian biscuits industry.

Investment Rationale
O Demand momentum seeing improved traction: While in H2FY21 demand momentum moderated vs H1IFY21, we believe recent
lockdowns across various states augurs well for the biscuits category given likely improvement in the in-home consumption trend.
Biscuits/Rusks are reporting healthy performance with Rusks doing better than biscuits. Dairy and international portfolio excluding
drinks is doing well. Down trading is visible in the market, but Britannia has not lost market share. Management also mentioned that

as biscuits are the cheapest snacking option there could be a possibility of share gains from other snacking categories.

O Robust distribution channel: In the current scenario general trade has done well mainly in rural regions against Modern Trade (MT)
which was adversely hit by lockdown restrictions and limited hours of store operations. BRIT likely gained share across channels and
strong growth in GT/E-com is expected to continue. Further, GT/E-com will be the key focus area to drive growth in the near term.
Direct reach increased to 22.9 lakh outlets vs 19.7 lakh in Q4FY20 with rural distribution upbeat with 23k rural preferred distributors in
Dec 2020 as against 19k in March 2020. Hindi heartland reported double-digit growth with UP growing the fastest at 1.6x YTD 2020-
21 vs 1xin 2017-18 period.

a Capex: With manufacturing constraints being reported in current times, BRIT is looking to augment its capacity at Odisha and
Ranjangaon (MH) plants by putting additional lines. It plans to set up new manufacturing facilities in Tamil Nadu (largest state sales-
wise), UP (UP now is 2nd largest market for BRIT), and Bihar. Company targets to achieve Rs 1500 cr capex by FY23 and will gain
an incentive of 110% from the Maharashtra government towards the same. We do think with growing distribution network, penetration

into the rural regions esp hindi heartland BRIT is likely to report steady growth over FY21-23E.

a Werecommend BUY with Target Price of Rs. 4,170/-.

Financial Summary (Consolidated)

Y/E Sales EBITDA PAT EBS Change P/E RoE RoCE
March (Rs Cr) (Rs Cr) (Rs Cr) (Rs) (Y o Y%) (x) (%) (%)

2020 11,444 1,843 1,410 58.6 20.7 63.0 33% 29%
2021E 12,990 2,467 1,853 77.1 32.9 48.0 37% 32%
2022E 14,152 2,468 1,845 76.7 -1 48.2 31% 29%
2023E 15,324 2,739 2,052 85.3 11.2 43.3 30% 29%

Source: Axis Securities
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earlier method of calculating the strike rate for last 9 months. The performance under the revised methodology is as above.
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