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Result Snapshot

Amt.inRs.Crs. | Q4FY20 | Q3FY20 | Q-0-Q(%) | Q4FY19 | Y-0-Y(%)
Revenue 264.57 302.71 -12.60% 262.13 0.93%
Other Income 2.88 0.65 0.75
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EBITDA | wom | saas | aseew | seor | so7e%
EBIDTA (%) 26.73% 27.81% 20.63%

EBIT 59.24 72.14 -17.88% 49.34 20.06%
PBT 57.66 68.71 -16.08% 47.49 21.43%

18.35%
PAT% 15.94% 15.52% 13.60%

Result / Con-call Highlights:

1) Result Update:
CCL Products reported a topline of Rs. 267 cr in Q4 FY20 up 1% Y-0-Y basis with no impact of Covid-19. The
company reported EBITDA of Rs.70 cr with EBITDA margin of 26.73%. EBITDA margin improved y 610 bps on
Y-0-Y basis mainly on account of favorable product mix. Net profit for CCL Products rose 18.35% to Rs. 42.18
cr in the quarter ended March 2020 as against Rs. 35.64 cr reported in the quarter ended March 2019.

For the year ended March 2020, CCL Products reported a topline of Rs. 1,143 cr with an EBITDA of Rs. 286 cr
and EBITDA margin of 25.09% and PAT of Rs. 166 cr.

2) Business Update:

. Product  Capacity | Utilisation

Spray Dried .
CCL Duggirala Coffee _ 14,000 tpa 90-95% 15,0QO tonne_s of3in1l g%%r(t)ly_/rg')b\mg:) ?g%?gw
Plant, India Freeze Dried premix blending ’ .

Coffee 6,000 tpa Capacity

: : Commenced
CS:ICE:IZ_ LIJ:;I;I B Efﬁe;: Dried 5,000 tpa | 50-52% operations in April
’ 2019

Ngon Coffee, Spray Dried N0 5,000 tpa granulation Adding 3500 tpa
Vietnam Coffee 10,000 tpa | 65-70% capacity capacity in FY21
ggpfggegfl NA NA NA 3,000 tpa of granulation
Switzerland capacity
Total Capacity | Coffee 35,000 tpa

B2B business accounts for ~ 93% of the FY20 revenue. Around 50% of the sales come’s from brand owners
and rest 50% comes from re-packers and labelers. Newly commissioned CCL unit Il freeze dried coffee plant
help aid the gross margins at ~60% and EBITDA margins at ~26% in Q4 FY20. The plant was operating at
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50% utilisation levels in Q3 and Q4 leading to better productivity mix and lower input cost. The management
expects to maintain current level of Gross and EBITDA margins going forward as it maintains the standard
process of procuring raw material only after it receives the order.

B2C business revenue was at Rs. 90 cr (~7% of FY20 revenue) with a loss of Rs. 3 cr. Around ~Rs 55 cr
comes from the in-house brand (Continental) rest is split evenly between bulk and private labels. CCL has
direct reach to around ~60,000 outlets and is targeting to reach ~75,000 outlets by this fiscal end. The
company focuses majorly on southern India with market share of ~4% and is slowly building up infrastructure to
expand across other regions of India. The branded business is expected to gain further traction due to the
advertising and brand building exercise undertaken by the company. The branded coffee business is a duopoly
market of approx ~Rs. 2000 cr and is dominated by Nestle and HUL.

3) Other Highlights
* The company’s topline faces challenges with falling green coffee prices (~70% of sales) due to healthy coffee
production in Brazil the world’s largest green coffee producers. CCL on the other side is ramping up production
of its newly commissioned freeze dried facility. The products from the freeze dry facility command a blended
premium of around 20% in comparison to the products obtained from the spray dry facility. The revenue
contribution from the CCL Unit Il — SEZ is expected to be in the range of ~Rs. 270-300 cr at peak utilisation
levels given the current coffee prices which is expected to reach in next 2 years.

« Additional 3,500 tpa spray dried coffee capacity in Vietnam with a CAPEX of $8 mn is expected to be
operational from Q3 FY21.

* Plant wise break-up - The Vietnam subsidiary reported a topline of Rs. 268 cr and a PAT of Rs. 66 cr in FY20.
The capacity currently runs at 90-95% of optimal capacity utilisation and did not face any downtime in the
month of April and May. The Switzerland subsidiary reported a topline of Rs. 135 cr with PAT of Rs. 3.75 crin
FY20. This facility was set up to help CCL products to cater to the European market with short lead time.

* Q1 FY21 is expected to be a normal quarter as inventory pile up from Q4 FY20 has spilled over in Q1 with no
impact on demand. Company expects to increase EBITDA by 10% in FY21.

4) Outlook:
CCL Products continued focus of increasing in-house brand will have fruitful result over the long term. For the
short term growth company is increasing its capacity in Vietnam plant where it enjoys tax break (0% tax).
Focus on volume growth, branded business and better product mix will aid profitability and EBITDA margins in
FY21. However, falling green coffee prices would affect the topline and should be tracked closely. CCL
Products trades at 19x FY20 earnings of Rs. 166 cr which is fairly valued. We opine to Buy on Dips as the
business fundamental remains strong with the company sailing through the Covid-19 situation with ease.
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