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   Narnolia Financial Advisors Ltd.

4QFY20 Result Update
 Britannia’s numbers for 4QFY20 was better than our expectation, sales grew by 2%

YoY to Rs 2868 cr( vs our expectation of Rs 2743 cr) impacted by Covid-19 related
lock down .

 As per Feb20, the company’s Direct Reach went up to 22.2 lakh outlets (from 21.7
lakh in 3QFY20) while Rural distribution remained to 21000 RPD’s.

 The company witnessed better demand growth in Jan and Feb as compared to last 9
months with better traction form rural market but last 10 days of March has impacted
the company’s sales and PAT by 7-10%.

 Inflation in key commodities like Palm oil(up by 18%) and milk prices(up by ~50%) led
to deterioration in gross margin by 152 bps YoY to 39.67 % while EBITDA margin
improved by 24 bps YoY to 15.8% led by lower other expenses by 212 bps YoY. The
company has accelerated its cost saving initiatives. Company has reduced total
distance travelled from 370 km to 280 km in last 3 months.

 The company has reported PAT growth of 27% YoY to Rs372 cr (Vs our expectation
of Rs 315 cr) on the back of higher other income(Rs 79 cr vs Rs 62 cr in 4QFY19) and
lower provisioning of taxes( Rs 85 cr vs Rs 156 cr in 4QFY19) .

View and Valuation

Britannia has posted numbers better than our expectations. Positive for the quarter was
EBITDA margin expansion in spite of inflation in key raw materials prices. Proactive
measures of the management to overcome covid-19 related issues, has resulted in
market share gain for the company. The company accelerated its cost efficiency
measures with reduction in promotion and trade spends. Going forwards, we expect
Britannia to do relatively better as company has made a lead by dealing Covid-19
situation better than most of the other players in the same space.We remain positive on
Britannia, but as company has sharp run up in last few months we see little upside for
it.Hence, we have changed our rating from Hold to Neutral while maintaining previous
target price of Rs 3230.

Key Risks to our rating and target

 Sharp decline in input prices.

 Spurt in demand.



4QFY20  Results

Better than expectation        
Fig in Rs Cr

Financials 4QFY19 1QFY20 2QFY20 3QFY20 4QFY20 YoY % QoQ% FY19 FY20 YoY %

Net Sales       2,799       2,700       3,049       2,983       2,868 2.5% -3.9%     11,055     11,600 4.9%

Other Income             62             67             68             65             79 27.2% 20.6%          206          279 35.3%

COGS       1,646       1,609       1,824       1,764       1,730 5.1% -1.9%       6,561       6,927 5.6%

Gross Margin 41% 40% 40% 41% 40% -1.5% -1.2% 41% 40% -0.4%

Empl. Exp.          108          121          124          122          121 11.7% -0.6%          442          487 10.2%

Other Exp.          608          576          609          595          563 -7.5% -5.4%       2,318       2,342 1.0%

EBITDA          437          395          492          502          454 4.1% -9.5%       1,733       1,843 6.3%

EBITDA Mar. 16% 15% 16% 17% 16% 0.2% -1.0% 16% 16% 0.2%

Depreciation             47             45             45             47             48 3.3% 3.8%          162          185 14.2%

EBIT          390          350          447          455          406 4.1% -10.9%       1,572       1,658 5.5%

Interest               1             10             16             24             27 2059.2% 14.0%               9             77 746.0%

PBT          450          407          499          497          457 1.6% -7.9%       1,769       1,861 5.2%

Exceptional 

Item

             -               16               1              -                 0 - -              -             (17) -

Tax          156          143             96          127             85 -45.4% -33.3%          612          451 -26.4%

PAT          294          249          403          370          372 26.5% 0.7%       1,155       1,394 20.6%

PAT Margin 11% 9% 13% 12% 13% 2.5% 0.6% 10% 12% 1.6%

BRITANNIA
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Concall Highlights
 The company witnessed demand acceleration in the month of Jan & Feb. and started seeing

rural demand revival before the Covid related lock down.
 Revenue and PAT growth was impacted by 7-10% in the last 10 days of March.
 For tackling the production related bottlenecks, the company concentrated to those 20% of

products and SKU’s which generated 80 % of company’s sales.
 Company has reduced total distance travelled from 370 km to 280 km in last 3 months.
 The company continue to witnessed market share gain in Hindi belt.
 As per Feb20, the company’s Direct Reach went up to 22.2 lakh outlets (from 21.7 lakh in

3QFY20) while Rural distribution remained to 21000 RPD’s.
 Bread business posted a high single digit growth with improvement in profitability in 4QFY20.
 Dairy maintained its profitability despite surge in milk prices.
 International business: Middle East continues to face challenges while rest of International

business is growing at high double digits.
 Strategic position in Commodities helped in managing inflation at the levels of ~4%. Palm oil

and Milk witnessed inflation of 18% and 50% respectively in 4QFY20.
 Currently all factories and distributors are operational for the company.
 ICD: ICD is in the same level as in previous year(~Rs 600 cr).
 Loans: Incremental increase in loans from sept, was due to ICD to non group companies like

Bajaj, Hdfc extra.
 Break up of borrowings: Bonus debenture: Rs 720 cr, commercial paper borrowings: Rs 500

cr(largely for buying commodities). Borrowings in the subsidiaries of Britannia: Rs 280
cr(weighted average borrowing rate~2%).

 Proactive measures taken by the company led to consolidated revenue growth of 24% in the
first 2 months of 1QFY21.

 Retail offtake is largely the same than the primary sales numbers, may be 2-3% stock build
up at distributors point.

 Last year capex: Rs~225 cr; normal capex is ~Rs 200-300 cr provided there won’t be new
project.

 The company has launched Winking Cow yogurt lassi in the East and parts of North which is
doing well.

 Margin outlook: things are looking better with declining trend in Palm oil and milk prices.



Exhibit: Direct Reach Exhibit: Rural Reach 

Exhibit: Sales and Sales Growth Exhibit: Gross and EBITDA Margin

    

Exhibit: COGS and other expenses Exhibit:  PAT and PAT Growth
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BRITANNIA

The company continues to expand its direct reach, it went to 

2.22 mn outlets in 4QFY20.  

Britannia’s rural reach in terms of Rural Preferred Dealers 

(RPD) is growing consistently.    

The company’s revenue was impacted due to lock down

related to Covid-19.

Inflation in key inputs led to deterioration in gross margin

while tight control on cost boosted EBITDA margin.

Company continues to save cost at accelerated speed.other

expenses were down by 212 bps YoY.

Improvement in EBITDA margin, higher other income &

lower provisioning of taxes led to strong profits growth.   
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Balance Sheet Fig in Rs Cr

Y/E March FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E

24            24            24            24            24            24            24            24            

770          1,218       2,068       2,672       3,382       4,229       4,379       5,089       

794          1,242       2,092       2,696       3,406       4,253       4,403       5,113       

148          140          124          116          178          138          1,514       952          

32            26            7               8               9               15            26            13            

942          1,382       2,215       2,812       3,584       4,391       5,917       6,065       

848          782          924          1,047       1,405       1,644       1,764       1,660       

35            77            371          310          220          725          1,883       1,225       

178          262          217          312          237          245          201          201          

1,061       1,120       1,770       1,770       2,037       2,715       4,167       3,405       

420          404          441          661          653          781          741          991          

109          136          171          179          305          394          320          531          

109          226          65            56            130          60            81            244          

408          907          416          175          857          750          1,009       1,500       

1,046       1,673       1,724       2,339       3,151       3,526       3,675       4,917       

557          703          769          757          994          1,141       1,116       1,381       

328          417          175          182          179          197          191          213          

242          259          91            92            89            95            150          167          

1,126       1,380       1,244       1,261       1,554       1,775       1,817       2,161       

(80)           293          480          1,078       1,597       1,751       1,858       2,756       

2,107       2,794       3,494       4,109       5,188       6,242       7,842       8,322       

Income Statement Fig in Rs Cr

Y/E March FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E

       6,913        7,858        8,397        9,054        9,914      11,055      11,600      12,920 

12% 14% 7% 8% 9% 12% 5% 11%

           627            864        1,214        1,278        1,502        1,733        1,843        2,148 

49% 38% 41% 5% 17% 15% 6% 17%

9% 11% 14% 14% 15% 16% 16% 17%

             83            144            113            119            142            162            185            199 

           544            719        1,101        1,159        1,360        1,572        1,658        1,949 

               8                4                5                5                8                9              77              98 

             34              88            124            151            166            206            279            305 

           569            804        1,220        1,304        1,518        1,769        1,861        2,157 

              -              146               -                 -                 -                 -              (17)               -   

           174            261            396            420            514            612            451            543 

               0                0               -                 -                 -                 -                 -                 -   

           396            689            825            885        1,004        1,155        1,394        1,614 

           396            590            825            885        1,004        1,155        1,406        1,614 

52% 74% 20% 7% 13% 15% 21% 16%
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Non Current Assets

BRITANNIA

Financial Details

Share Capital

Reserves

Networth

Debt

Other Non Current Liab

Total Capital Employed

Net Fixed Assets (incl CWIP)

Non Current Investments

Other Non Current Assets

Revenue from Operation

Inventory

Debtors

Cash & Bank

Other Current Assets

Current Assets

Creditors

Provisions

Other Current Liabilities

Curr Liabilities

Net Current Assets

Total Assets

Tax

  Change (%)

EBITDA

  Change (%)

  Margin (%)

Depr & Amor.

EBIT

Int. & other fin. Cost

Other Income

EBT

Exp Item

Narnolia Financial Advisors Ltd.

Minority Int & P/L share of Ass.

Reported PAT

Adjusted PAT

  Change (%)

  Margin(%)



Key Ratios 

Y/E March FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E

50% 55% 39% 33% 29% 27% 32% 32%

66% 56% 52% 42% 39% 36% 32% 33%

              3               3               2               2               2               2               1                 2 

              6               6               7               7             11             13             10              15 

            22             19             19             27             24             26             23              28 

            29             33             33             31             37             38             35              39 

            66          186          226          213          179          173             22              20 

            16             17             39             51             67             58             60              51 

              8             10             15             17             20             16             19              16 

              5               7             13             18             22             39             46              39 

            47             43             59               7             69             31             52              63 

5% 3% 0% 1% 1% 0% 0% 1%

Cash Flow Statement Fig in Rs Cr

Y/E March FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E

PBT          569          950       1,220       1,304       1,518       1,769       1,844         2,157 

(inc)/Dec in Working Capital          226             25          133         (451)          228             (2)          127           (299)

Non Cash Op Exp             74             (9)             77             70             95          113          116            199 

Int Paid (+)               8               4               5               5               8               9             77              98 

Tax Paid         (186)         (301)         (403)         (397)         (496)         (596)         (503)           (543)

others           (14)           (41)           (72)           (90)         (104)         (137)         (177)                -   

CF from Op. Activities          677          628          959          441       1,249       1,156       1,485         1,613 

(inc)/Dec in FA & CWIP         (110)         (118)         (251)         (360)         (423)         (401)         (244)             (95)

Free Cashflow          567          510          708             82          826          755       1,240         1,518 

(Pur)/Sale of Inv           (74)         (113)         (210)          367         (536)         (332)     (1,326)           (491)

others           (62)         (220)         (245)         (157)               2         (122)             38            658 

CF from Inv. Activities         (246)         (450)         (705)         (150)         (956)         (856)     (1,532)              72 

inc/(dec) in NW             14              -                -                -               15             30             24                -   

inc/(dec) in Debt         (243)             17              -                -                -                -            641                -   

Int. Paid             (9)             (3)             (5)             (6)             (7)             (9)              -               (98)

Div Paid (inc tax)         (119)         (168)         (231)         (288)         (317)         (354)         (433)           (904)

others              -             (27)           (10)             (1)             78           (42)              -             (562)

CF from Fin. Activities         (357)         (181)         (246)         (295)         (232)         (353)             58       (1,564)

Inc(Dec) in Cash             74             (4)               8             (4)             61           (53)             11            121 

Add: Opening Balance             22             90             43             51             47          108             59            123 

Closing Balance             96             86             51             47          108             59             75            244 

Debtor Days
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Div Yield
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