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Key Stock Data

TP Rs 380

ITC

CMP Rs 350  Bloomberg/Reuters ITCIN /ITC.BO
In-line result Potential upside/downside 9%  Sector FMCG
Previous Rating BUY  shares o/s (mn) 12,404
Summar
Y Price Performance (%) Market cap. (Rs mn) 4,337,632
ITC Limited (ITC) reported in-line result. Revenue continues to grow at high T om | 3-mdaily average value (Rsmn)  240.5
double digit across all operating segments. Volume growth in cigarette business Absolute 47 173 418 52-week high/low Rs 350 / 207
remained strong at c. 22%+ driven by market share gains from illicit trade. FMCG Rel to Sensex 50 104 452  Sensex/Nifty 59,203 / 17,564
revenue growth accelerated to 14% 3 year CAGR (vs 7-9% CAGR over previous 5-
H ()
6 quarters) driven by recovery in discretionary, OOH and ESPB. Revenue from TG TG R (b
Hotel segment grew 8% 3-year revenue driven by above pre-pandemic ARR and EPS (Rs) FY23E FY24E  Promoters 0.0
. . o o IDBI Capital 13.6 153 Fl 12.7
occupancy. Agri and Paperboard business reports healthy 15% and 13% 3-year-
Consensus 14.3 15.8 DIl 38.9
revenue-CAGR. Operating profit margins remained stable due to cost savings % difference (4.6) (35  Public 48.4
and operating leverage. We maintain our EPS estimates. At current price our
rating stands at HOLD with target price of Rs 380. Financial snapshot (Rs mn)
. . . Year FY20 FY21 FY22 FY23E FY24E
Key Highlights and Investment Rationale Revenue 456,197 451,764 563,413 606,396 669,799
¥ Growth momentum continues: Revenue grew 27%YoY driven by 23% YoY Change (yoy, %) (0) (1) 25 8 10
growth in Cigarette and 21%YoY in FMCG Branded foods & Others. Agri EBITDA 179,044 154,227 189,337 225,421 254,487
0,
business revenue grew 44%YoY driven by strong export demand for wheat, Change (yoy, _A) 3 (14) 23 19 13
i ] ) EBITDA Margin(%) 39.2 34.1 33.6 37.2 38.0
rice and leaf tobacco. Paperboard and packaging grew 25%YoY led by higher Adj.PAT 151,362 129,475 150,578 167,241 188,381
volumes and realization. Hotel business revenue grew 8% 3-year-CAGR (ARR EPS (Rs) 12.3 10.5 12.2 13.6 15.3
and Occupancy surpassed pre-covid level) Change (yoy, %) 21.1 (14.6) 16.2 111 12.6
PE(x) 28.4 33.2 28.6 25.8 22.9
B Stable margins: Contraction in gross margin moderated to 23bp YoY YoY (10" Dividend Yield (%) 1.6 4.3 3.1 3.2 3.6
consecutive quarter) to 57%. However, EBITDA margin expanded marginally EV/EBITDA (x) 23.6 27.7 22.6 19.1 16.8
0,
11 bp YoY at 36.4% led by cost efficiencies. APAT grew 21%YoY to Rs 45bn. ROE (%) 24.8 21.0 250 26.6 28.5
RoCE (%) 25.9 21.7 27.6 31.8 34.3

B HOLD: We broadly maintain our estimates for FY23-24E. At current price, our
rating is revised to HOLD. We value ITC on SOTP basis. Our target price stands
at Rs 380.

Source: IDBI Capital Research

October 21, 2022
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Exhibit 1: Standalone Quarterly Snapshot

(INR m) Q2FY23
Revenues 161,299
COGS 69,380
Gross profit 91,919
Gross Margin (%) 57.0
Employee expenses 9,364
% of net sales 5.8
Other Expenses 23,912
% of net sales 14.8
EBITDA 58,643
EBITDA Margin (%) 36.4
Depreciation 4,220
EBIT 54,423
Other Income 5,069
Interest Expenses 107
PBT 59,385
Taxes 14,725
Adjusted PAT 44,661
Extra-ordinary items 0
Reported PAT 44,661
EPS 3.62

Source: Company; IDBI Capital Research

Q2FY22
127,310
54,462
72,848
57.2
7,532
5.9
19,166
15.1
46,150
36.3
4,015
42,136
6,770
105
48,801
11,829
36,972
0
36,972
3.00

YoY (%)

26.7
27.4
26.2
-23 bps
24.3
-11 bps
24.8
-23 bps
27.1
11 bps
5.1
29.2
-25.1
2.1
21.7
24.5
20.8

20.8
20.8

Q1FY23
172,897
84,768
88,128
51.0
8,621
5.0
23,032
13.3
56,475
32.7
4,115
52,360
3,127
91
55,396
13,702
41,694
0
41,694
3.38

-6.7
-18.2
4.3

601 bps
8.6

82 bps
3.8

150 bps
3.8

369 bps
2.5
3.94
62.1
16.9
7.2

7.5

7.1

7.1
7.1

QoQ (%) YTDFY23 YTDFY22  YoY (%)

334,196 249,481 34.0
154,148 112,323 37.2
180,048 137,158 31.3
53.9 55.0 -110 bps
17,985 14,873 20.9
5.4 6.0  -58 bps
46,944 36,214 29.6
14.0 145  -47 bps
115,119 86,072 33.7
34.4 34.5 -5 bps
8,336 7,969 4.6
106,783 78,103 36.7
8,196 11,060 -25.9
198 208 4.7
114,781 88,955 29.0
28,427 21,848 30.1
86,354 67,107 28.7

0 0
86,354 67,107 28.7
7.0 5.4 28.6



ITC | Q2FY23 Result Review

@1DBI capital

Exhibit 2: Standalone Quarterly Snapshot

Segmental Revenue Q2FY23
FMCG: Cigarette 69,538
FMCG: Others 48,848
Hotels 5,360
Agri business 39,970
E:EI(e;Zizagrd, paper & 22.876
Total 186,591
Ir.ssz.nllrjter segment 16,879
Total revenue 169,712
Segmental EBIT Q2FY23
FMCG: Cigarette 44,293
FMCG: Others 3,206
Hotels 840
Agri business 3,452

Segmental Margins

FMCG: Cigarette 63.7%
FMCG: Others 6.6%
Hotels 15.7%
Agri business 8.6%

Source: Company; IDBI Capital Research

Q2FY22
56,417
40,364

2,947
27,761

18,297
145,787
12,225

133,562

Q2FY22
35,832
2,719
-480
2,961

4,090

Q2FY23 Q2FY22

63.5%
6.7%
-16.3%
10.7%

22.4%

YoY (%)
23.3 66,090
21.0 44,514
81.8 5,550
44.0 74,730
25.0 22,672
28.0 213,555
31,920
27.1 181,636

YoY (%)
23.6 41,889
17.9 2,039
-275.1 1,122
16.6 2,840
54.0 6,130

YoY (%)
18 bps 63.4%
-17 bps 4.6%
3195 bps  20.2%
-203 bps 3.8%
518bps  27.0%

5.2
9.7
-3.4
-46.5

0.9

-12.6

-6.6

5.7
57.2
-25.1
21.5

2.7

31 bps
198 bps
-454 bps
484 bps

49 bps

Q1FY23 QoQ(%) YTDFY23 YTDFY22 YoY (%)

135,628 107,639 26.0
93,362 77,620 20.3
10,909 4,220 158.5

114,700 68,674 67.0
45,548 34,124 33.5

400,146 292,276 36.9

48,799 29,870

351,347 262,406 33.9

Q1FY23 QoQ(%) YTDFY23 YTDFY22 YoY (%)

86,183 68,041 26.7
5,245 4,454 17.8
1,962 -1,994  -198.4
6,292 4,919 27.9

12,428 8,019 55.0

Q1FY23 QoQ(%) YTDFY22 YTDFY22 YoY (%)

63.5% 63.2% 33 bps

5.6% 5.7%  -12 bps
18.0%  -47.3% 6524 bps
5.5% 7.2% -168 bps

27.3% 23.5% 379 bps
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Exhibit 3: Actual vs. Estimates (Rs mn)

Particulars Actual IDBI Estimate % variation

IDBI

Revenue 161,299 173,291 -7%

EBITDA 58,643 60,354 -3%
Margin (%) 36% 35%

PAT 44,661 44,840 0%

Source: Company; IDBI Capital Research

Exhibit 4: Change in estimates

(%) Chg (%)Chg
Revenue (Rs mn) 604,291 606,396  0.3% 667470 669,799  0.3%
EBITDA (Rs mn) 214,252 225421  52% 244134 254,487  4.2%
EBITDA margin (%) 35.5% 37.2%  4.8% 36.58% 38.0%  3.9%
Net profit (Rs mn) 168,178 167,241  -0.6% 190142 188381  -0.9%
EPS (Rs) 136 136  -0.6% 15 153  -0.9%

Source: Company; IDBI Capital Research
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Exhibit 5: Revenue growth trend (% YoY) Exhibit 6: Segmental revenue growth trend
P
. Revenue ~ FMCG: FMCG: .~ Agri a":r:‘:::‘dé
o & X & e (%YoY)  Cigarette Others business Rap .
S LN s = © k
2 2 s S M om e N packaging
S0 % e e M\SIAS Q2FY21 -4%  15% -81%  13% 7%
S/—J"7"0¥YS Q3FY21 4% 13% -57%  18% -5%
2N e U 7 14% 16% -38%  79% 14%
Q1FY22 33% 10% 464% 9% 54%
31213 2RKIRNRNN|N| NN NN N[N SN Q2FY22 10% 6% 260% 7% 25%
|||l || ||| || || ||| 0 0 0 0 o
RS E R SRR EEEEEE Q3FY22 14% 9% 101%  100% 39%
dldldig|claldld|d|dlalo\alalOld|TIT] | qapv22 10% 12% 35%  30% 32%
FY19 FY20 Fy21 Fy22 FY23 Q1FY23 29% 19% 336% 83% 43%
Q2FY23 23%  21% 82% 44% 25%
Source: Company; IDBI Capital Research Source: Company; IDBI Capital Research
Exhibit 7: Gross Margin (% ) Exhibit 8: Gross Margin ( YoY in bp)
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EBITDA Margin ( YoY in bp)

Exhibit 10

EBITDA Margin (% )

Exhibit 9
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Net profit Margin (%)

Exhibit 12

: EPS trend

Exhibit 11

%8¢
%t
%LC
%9¢C
%6¢C
%S¢
%8¢
%TE
%6¢
%9¢C
%SE
%SE
%SE
%8¢
%6¢
%8¢
%LT
%9¢T

9't
vt
v'e
v'e

o't

9'¢
e
£'c

€CA4T0
€CA4TO
[44E)/40)
TTAIED
[44%140)
TTATO
TZA4YD
TZA4ED
TZA4TO
TZAITO
0CTA4YD
0ZA4€0
0CA4Z0
0CA4TO
6TAIYO
6TAJED
6TA4ZO
6TA4TO

€CA4TO
€CAATO
[44X)40)
TTA4ED
[44 ¥4}
TZAITO
TZA4YD
TZA4E0
TZA4TO
TZAATO
0ZAdY0
0CTA4ED
0TA4TO
0ZA4TO
6TA4YD
6TAJED
6TA4CO
6TA4TO

Source: Company; IDBI Capital Research

Source: Company; IDBI Capital Research



ITC | Q2FY23 Result Review

(@ 1DBI capital

Financial Summary

Profit & Loss Account

Year-end: March
Net sales
Change (yoy, %)
Operating expenses
EBITDA
Change (yoy, %)
Margin (%)
Depreciation
EBIT
Interest paid
Other income
Pre-tax profit
Tax
Effective tax rate (%)
Minority Interest
Net profit
Exceptional items
Adjusted net profit
Change (yoy, %)
EPS
Dividend per sh
Dividend Payout %

FY19
457,844
3.3
(284,789)
173,055
11.4
37.8
(13,117)
159,938
(342)
24,845
184,442
(59,798)
32.4

124,643
124,643
11.1
10.2

5

50

FY20
456,197
(0.4)
(277,153)
179,044
3.5

39.2
(15,633)
163,411
(557)
30,137
192,990
(40,308)
20.9
152,683
1,321
151,362
21.4
12.3

6

47

Fy21
451,764
(1.0)
(297,538)
154,227
-13.9
34.1
(15,596)
138,631
(475)
32,497
170,654
(41,179)
24.1

129,475
129,475
(14.5)
10.5

15

144

FY22
563,413
24.7
(374,076)
189,337
22.8
33.6
(16,522)
172,815
(420)
25,900
198,295
(47,717)
24.1

150,578
150,578
16.3
12.2

11

90

FY23E
606,396
7.6
(380,975)
225,421
19.1
37.2
(18,457)
206,964
(545)
17,165
223,584
(56,343)
25.2

167,241
167,241
11.1
13.6

11

82

(Rs mn)
FY24E
669,799
10.5
(415,312)
254,487
12.9
38.0
(20,092)
234,395
(573)
18,023
251,846
(63,465)
25.2

188,381
188,381
12.6
15.3

13

82
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Balance Sheet
Year-end: March
Shareholders' funds
Share capital
Reserves & surplus
Total Debt
Other liabilities
Curr Liab & prov

Current liabilities
Provisions
Total liabilities

Total equity & liabilities

Net fixed assets
Investments

Other non-curr assets
Current assets

Inventories

Sundry Debtors

Cash and Bank

Loans and advances

Total assets

FY19
579,498
12,259
567,239
79
22,187
96,216
95,963
252
118,481
697,979

218,878
140,715
42,698
295,690
75,872
36,462
37,687

697,979

FY20
640,292
12,292
627,999
56
21,112
90,894
89,715
1,179
112,062
752,354

222,322
138,410
26,553
365,069
80,381
20,920
68,433

752,354

FY21
590,046
12,309
577,737
53
23,965
101,742
100,051
1,691
125,760
715,805

244,049
133,269
20,333
318,154
94,709
20,904
40,015

715,805

FY22
613,996
12,323
601,672
53
22,103
114,774
114,218
556
136,929
750,925

246,098
160,215
35,192
309,420
99,978
19,525
38,779

750,925

FY23E
644,099
12,323
631,776
45
23,359
111,248
109,557
1,691
134,653
778,752

251,899
160,215
35,192
294,516
104,167
26,582
12,629

778,752

(Rs mn)
FY24E
678,008
12,323
665,684
45
21,739
115,938
114,247
1,691
137,723
815,730

259,058
160,215
35,192
324,336
115,059
29,361
28,778

815,730
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Cash Flow Statement
Year-end: March
Pre-tax profit
Depreciation
Tax paid
Chg in working capital

Other operating activities

Cash flow from operations (a)

Capital expenditure
Chg in investments
Other investing activities

Cash flow from investing (b)

Equity raised/(repaid)
Debt raised/(repaid)
Dividend (incl. tax)

Chg in minorities

Other financing activities

Cash flow from financing (c)

Net chg in cash (a+b+c)

FY19
184,442
13,117
(54,859)
(4,997)
(20,213)
117,491

(27,686)
(38,419)

15,288
(50,818)

9,691
(69)
(62,852)
(12,776)
(66,006)

667

FY20
191,669
13,344
(46,501)
4,180
(24,630)
138,062

(21,404)
(39,275)

5,511
(55,167)

6,253

(70,487)

(14,675)
(78,909)

3,986

Fy21
170,654
15,596
(39,566)
(3,948)
(27,795)
114,940

(15,821)
88,039
(7,239)
64,979

2,907

(4)
(186,293)

(399)
(183,789)

(3,870)

(Rs mn)

FY22 FY23E FY24E
198,295 223,584 251,846
16,522 18,457 20,092
(18,621)  (56,343)  (63,465)
1,841 (8,624) (8,981)
(49,959) 545 573
148,078 177,620 200,065

(18,120)  (24,259)  (27,251)
(15,255) - -

18,204 - -
(15,171)  (24,259)  (27,251)

2,918 - -

(4) (7) -

(135,471)  (137,137) (154,472)

(814) 711 (2,193)
(133,370)  (136,434) (156,665)

(463) 16,927 16,149



ITC | Q2FY23 Result Review

@1DBI capital

Financial Ratios

Year-end: March FY19
Book Value (Rs) 47
Adj EPS (Rs) 10.2
Adj EPS growth (%) 10.4
EBITDA margin (%) 37.8
Pre-tax margin (%) 40.3
Net Debt/Equity (x) (0.1)
ROCE (%) 28.1
ROE (%) 22.8
DuPont Analysis
Asset turnover (x) 0.7
Leverage factor (x) 1.2
Net margin (%) 27.2
Working Capital & Liquidity ratio
Inventory days 60
Receivable days 29
Payable days 43
Valuations

Year-end: March

FY20 Fy21 FY22 FY23E FY24E

52 48 50
12.3 10.5 12.2
21.1 (14.6) 16.2
39.2 34.1 33.6
42.3 37.8 35.2
(0.1) (0.1) (0.1)
25.9 21.7 27.6
24.8 21.0 25.0

0.6 0.6 0.8

1.2 1.2 1.2
33.2 28.7 26.7

64 77 65

17 17 13

45 51 41

52
13.6
11.1
37.2
36.9
(0.0)
31.8
26.6

0.8
1.2
27.6

63
16
43

FY23E

55
15.3
12.6
38.0
37.6
(0.0)
34.3
28.5

0.9
1.2
28.1

63
16
44

PER (x) 34.4
Price/Book value (x) 7.4
EV/Net sales (x) 9.3
EV/EBITDA (x) 24.6
Dividend Yield (%) 1.5

Source: Company; IDBI Capital Research

28.4 33.2 28.6
6.7 7.3 7.0
9.3 9.4 7.6

23.6 27.7 22.6
1.6 4.3 3.1

25.8
6.7
7.1

19.1
3.2

22.9
6.4
6.4

16.8
3.6

10
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Dealing (91-22) 6836 1111 dealing@idbicapital.com

Key to Ratings Stocks:
BUY: 15%+; HOLD: -5% to 15%; SELL:-5% and below.

IDBI Capital Markets & Securities Ltd.

Equity Research Desk
6th Floor, IDBI Tower, WTC Complex, Cuffe Parade, Colaba, Mumbai — 400 005. Phones: (91-22) 2217 1700; Fax: (91-22) 2215 1787; Email: info@idbicapital.com

SEBI Registration: BSE & NSE (Cash & FO) —INZ000007237, NSDL — IN-DP-NSDL-12-96, Research — INH000002459, CIN — U65990MH1993G0I1075578
Compliance Officer: Christina D’souza; Email: compliance@idbicapital.com; Telephone: (91-22) 2217 1907

Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd.(hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for solely for the selected recipient and may not be altered in any way, transmitted to copied
or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

This report is not directed 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, regulation or
which would subject IDBI Capital and associates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this report

may come are required to inform themselves of and to observe such restriction.
E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.
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