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IT C B U Y TP Key Stock Data
CMP Bloomberg / Reuters ITCIN /ITC.BO
Below expected Potential upside / downside  +30%  Sector FMCG
Shares o/s (mn) 12,309
Summa ry V/s Consensus Market cap. (Rs mn) 2,613,783
ITC Limited (ITC) reported below expected numbers due to higher than expected raw- EPS (Rs) FY22E  FY23E  Market cap. (USS mn) 35,127
material inflation. Overall recovery in cigarette business, which reached nearly pre- IDBI Capital 12.2 14.0  3-mdaily average value (Rs mn) 2,896.9
covid levels during 4QFY21, was significantly impacted (13%QoQ revenue decline) due Consensus 12.8 14.1  52-week high / low Rs239/163
to restrictions on store operation during the 2nd wave. Progressive recovery in Hotel % difference (4.9) (0.5)  sensex / Nifty 52,976 / 15,856
business witnessed severe impact (44% QoQ revenue decline). Positively, demand in
FMCG and Agri Business remained resilient. Inflationary raw material prices contributed Shareholding Pattern (%) Relative to Sensex (%)
towards gross margin contraction but operating profit remained healthy due to cost Promoters 0.0
savings and judicious price hikes. We have marginally trimmed our EPS estimates by c. il 11'7 1700 1
5% in FY22E. We maintain FY23E estimates. Our TP stands at Rs 275 with BUY rating. ol 38.9 1550 1
. 1400 -
Key Highlights and Investment Rationale Public 49.4 1250 -
B Business recovery supported by FMCG and Agri Business 110.0 -
Revenue grew 37%YoY on a lower base (1QFY21 revenue declined 21%YoY). Revenue Price Performance (%) 5.0 1
from cigarettes grew 33% YoY while declined 13%QoQ due to 2" wave led Am 3m  -12m 800 2 8 8 8 8 8 8 8 2 a. : a. : a. &. &.
H i —_— [o) 1 L>C3%ﬂ&ﬁ>8g.ﬁ;“%§3
jl.f,rupnt())ns. Rever:jue fror; fFMCG Ojchler Zegment grew 19%YoY ol: comz;rabIeFI':\)/Tég Absolute m 3.4 6.3 3553735858858555853
riven by strong demand for essentials. E-commerce now contributes to
4 'g . i 0 Rel to Sensex 3.9 (7.2) (32.6) ITC Ltd Sensex
Other segment’s total revenue. Agri Business reported revenue growth of 9%YoY
(4%YoY in 1QFY21) driven by zero-disruption in supplies to key customers despite Financial snapshot (Rs mn)
significant operational challenge. Paperboard and packaging also reported healthy Year FY19 FY20 FY21 FY22E EY23E
top line growth at 9%YoY. Hotel segment was most impacted (-56% QoQ) due to Revenue 457,844 456,197 451,764 527,584 580,426
restrictions on mobility. EBITDA 173,055 179,044 154,616 185244 216,303
B Inflation impacts gross margin; operating profit remains healthy EBITDA (%) 37.8 39.2 34.2 35.1 37.3
Gross Margin contracted 307bp YoY to 53% due to inflation in raw material prices. Adj. PAT 124,643 151,362 129,864 149,587 172,859
EBITDA margin expanded 298bp to 32.7% due to cost savings and price hikes. EPS EPS (Rs) 10.2 123 10.6 12.2 14.0
grew 29%YoY to Rs 2.45. EPS Growth (%) 104 21.1 (14.3) 15.2 15.6
. . .. . PE (x) 19.9 16.5 19.2 16.7 144
B Trim EPS estimate to factor-in inflation o )
. . . . . . Dividend Yield (%) 2.5 2.8 7.5 4.9 5.7
We have factored in the impact of above expected inflation in our estimates.
Accordingly, we have trimmed our EPS estimate for FY22E by 5%. We maintain FY23E EV/EBITDA ) - 135 159 132 12
ceor gyé _ de at BUY with SOTP based y >7%. £ Rs 275 imolvi RoE (%) 22.8 24.8 21.1 24.8 27.3
estimates. Our ratings stands at wit ased target price of Rs implying RoCE (%) )8.1 25.9 )18 26.7 300

a P/E mUItiple of 20x on FY23EPS. Source: Company; IDBI Capital Research
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Exhibit 1: Standalone Quarterly Snapshot

(INR m) Q1FY22 Q1FY21 YoY (%) Q4FY21 QoQ (%) FY21 FY20 YoY (%)
Revenues 122,171 89,113 37.1 132,947 -8.1 4,51,764 4,56,197 -1.0
COGS 57,861 39,469 46.6 60,762 -4.8 1,97,731 1,72,351 14.7
Gross profit 64,310 49,644 29.5 72,185 -10.9 2,54,034 2,83,845 -10.5
Gross Margin (%) 52.6 55.7 -307 bps 54.3 -166 bps 56.2 62.2 -599 bps
Employee expenses 7,341 6,969 5.3 7,356 -0.2 28,136 26,582 5.8
% of net sales 6.0 7.8 -181 bps 5.5 48 bps 6.2 5.8 40 bps
Other Expenses 17,048 16,209 52 20,099 -15.2 71,282 78,220 -8.9
% of net sales 14.0 18.2 -424 bps 15.1 -116 bps 15.8 17.1 -137 bps
EBITDA 39,922 26,466 50.8 44,730 -10.8 1,54,616 1,79,044 -13.6
EBITDA Margin (%) 32.7 29.7 298 bps 33.6 -97 bps 34.2 39.2 -502 bps
Depreciation 3,955 3,982 -0.7 3,880 1.9 15,596 15,633 -0.2
EBIT 35,967 22,484 60.0 40,851 -11.96 1,39,020 1,63,411 -14.9
Other Income 4,290 8,968 -52.2 7,720 -44.4 32,497 30,137 7.8
Interest Expenses 103 168 -38.5 31 228.7 475 557 -14.8
PBT 40,154 31,284 28.3 48,539 -17.3 1,71,043 1,92,990 -11.4
Taxes 10,019 7,857 11,055 41,179 40,308

Adjusted PAT 30,135 23,428 28.6 37,484 -19.6 1,29,864 1,52,683 -14.9
Extra-ordinary items 0 0 0 0 -1,321

Reported PAT 30,135 23,428 28.6 37,484 -19.6 1,29,864 1,51,362 -14.2
EPS 2.45 1.91 28.5 3.05 -19.6 10.6 12.3 -14.3

Source: Company; IDBI Capital Research
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Exhibit 2: Standalone Quarterly Snapshot

Segmental Revenue Q1FY22 Q1FY21 YoY (%) Q4FY21 QoQ (%) FY21 FY20 YoY (%)
FMCG: Cigarette 51,222 38,538 32.9 58,596 -12.6  2,03,331  2,12,017 -4.1
FMCG: Others 37,256 33,746 10.4 36,875 1.0 1,44,189 1,28,442 12.3
Hotels 1,272 226 463.5 2,878 -55.8 6,275 18,373 -65.8
Agri business 40,913 37,463 9.2 33,689 21.4 1,25,822 1,02,407 22.9
Paperboard, paper &packaging 15,827 10,264 54.2 16,559 -4.4 56,181 61,072 -8.0
Total 146,489 120,237 21.8 148,597 -1.4  5,35,799  5,22,312 2.6
Less: Inter segment revenue 17,645 25,881 8,363 57,377 59,074

Total revenue 128,845 94,356 36.6 140,234 -8.1 4,78,422  4,63,237 3.3
Segmental EBIT Q1FY22  QlFY21 YoY (%) Q4FY21  QoQ (%) FY21 FY20 YoY (%)
FMCG: Cigarette 32,209 23,564 36.7 36,665 -12.2  1,27,204  1,48,526 -14.4
FMCG: Others 1,734 1,254 38.3 1,886 -8.1 7,741 4,231 83.0
Hotels -1,515 -2,426 -37.6 -401 277.7 -5,349 1,578 -439.1
Agri business 1,957 1,787 9.5 1,899 3.1 8,207 7,889 4.0
Paperboard, paper &packaging 3,928 1,601 145.3 3,233 21.5 10,987 13,053 -15.8
Segmental Margins Q1FY22 Q1FY21 YoY (%) Q4FY21 QoQ (%) FY21 FY20 YoY (%)
FMCG: Cigarette 62.9% 61.1% 174 bps 62.6% 31 bps 62.6% 70.1% -749 bps
FMCG: Others 4.7% 3.7% 94 bps 5.1% -46 bps 5.4% 3.3% 207 bps
Hotels -119.0% -1074.3% NA -13.9% NA -85.2% 8.6% -9383 bps
Agri business 4.8% 4.8% 1 bps 5.6% -85 bps 6.5% 7.7% -118 bps
Paperboard, paper &packaging 24.8% 15.6% 922 bps 19.5% 530 bps 19.6% 21.4% -182 bps

Source: Company; IDBI Capital Research
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(Rs mn)

Exhibit 3: Actual vs. Estimates

% variation

Particulars Actual IDBI Estimate DB
Revenue 122,171 117,726 4
EBITDA 39,922 39,085 2
Margin (%) 33 33

PAT 30,135 31,979 -6

Source: Company; IDBI Capital Research

Exhibit 4: Change in estimates

(%) Chg (%) Chg
Revenue (Rs mn) 527,584 527,584 0.0 580,426 580,426 0.0
EBITDA (Rs mn) 195,796 185,244 -5.4 216,303 216,303 0.0
EBITDA margin (%) 37.1 35.1 -5.4 37.3 37.3 0.0
Net profit (Rs mn) 157,430 149,587 -5.0 172,809 172,859 0.0
EPS (Rs) 12.8 12.2 -5.0 14.0 14.0 0.0

Source: Company; IDBI Capital Research
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Exhibit 5: Revenue growth trend (% YoY) Exhibit 6: Segmental revenue growth trend
37% Revenue ~ FMCG:  FMCG: Agri- Pap:"::’aa:‘t
(CA)9] Cigarette Others business — -
23% packaging
15% 15% 139 Q1FY20 6% 7%  15% 15% 13%
4% 3% 3% 2o 0% Q2FY20 6% 4%  18% 19% 10%
= 0
" L =HE— T Q3FY20 5% 3%  22% 9% 1%
'21}! -21% Q4FY20 6% 3% 9% -10% 5%
Q1FY21 -29% 10%  -94% 4% -33%
2|22l |g|e|S|8|F|F|d|F|Q Q2FY21 -4% 15% -81% 13% 7%
[N L w w o [Fi w [V w o [ w [N
gl e!1813&1318313|13131318|3|3 Q3FY21 4% 8% -57% 18% -5%
FY19 EY20 FY21 FY22 Q4FY21 14% 16% -38% 79% 14%
Q1FY22 33% 10% 464% 9% 54%
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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Financial Summary

Profit & Loss Account (Rs mn) Cash Flow Statement (Rs mn)
Year-end: March FY20 FY21 FY22E FY23E Year-end: March FY20 FY21 FY22E FY23E ‘
Net sales 456,197 451,764 527,584 580,426 Pre-tax profit 191,669 171,043 199,983 231,095
growth (%) (0.4) (1.0) 16.8 10.0 Depreciation 13,344 15,558 17,989 19,571
Operating expenses (277,153) (297,148)  (342,340) (364,124) Tax paid (46,501)  (39,566) (50,396)  (58,236)
EBITDA 179,044 154616 185244 216,303 Chg in working capital 4,180  (3,948) (312)  (7,485)
growth (%) 35 -13.6 19.8 16.8 Other operating activities (24,630)  (28,147) 498 523
Depreciation 15, 15,596 17,989 19,571 |

P (15,633) ( ) ( ) ( ) Cash flow from operations (a) 138,062 114,940 167,762 185,469

EBIT 163,411 139,020 167,256 196,732
Capital expenditure (21,404) (15,821) (29,427) (25,119)

Interest paid (557) (475) (498) (523)
Chg in investments (39,275) 88,039 - -

Other income 30,137 32,497 33,226 34,887
Other investing activities 5,511 (7,239) - -

Pre-tax profit 192,990 171,043 199,983 231,095
Cash flow from investing (b) (55,167) 64,979 (29,427) (25,119)

Tax (40,308) (41,179) (50,396)  (58,236)
Equity raised/(repaid) 6,253 2,907 - -

Effective tax rate (%) 20.9 24.1 25.2 25.2
Debt raised/(repaid) - (4) 4 _

Minority Interest - - - -
) Dividend (incl. tax) (70,487) (186,293) (122,661) (141,744)

Net profit 152,683 129,864 149,587 172,859
. . Chg in monorities - - - -

Exceptional items 1,321 - - -
Adjusted net profit 151,362 129,864 149,587 172,859 Other financing activities (14,675) (399)  (2,251) (523)
growth (%) 21.4 (14.2) 15.2 15.6 Cash flow from financing (c)  (78,909) (183,789) (124,909) (142,268)

Shares o/s (mn nos) 12,292 12,309 12,309 12,309 Net chg in cash (a+b+c) 3,986  (3,871) 13,426 18,082
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Balance Sheet

Year-end: March FY20 Fy21
Net fixed assets 222,322 244,049
Investments 138,410 133,269
Other non-curr assets 26,553 20,333
Current assets 365,069 318,154
Inventories 80,381 94,709
Sundry Debtors 20,920 20,904
Cash and Bank 68,433 40,015
Total assets 752,354 715,805
Shareholders' funds 640,292 590,046
Share capital 12,292 12,309
Reserves & surplus 627,999 577,737
Total Debt 56 53
Secured loans 56 53

Unsecured Loans - -

Other Liabilities 21,112 23,965
Curr Liab & prov 90,894 101,742
Current liabilities 89,715 100,051
Provisions 1,179 1,691
Total liabilities 112,062 125,760
Total equity & liab. 752,354 715,805
Book Value (Rs) 52 48

Source: Company; IDBI Capital Research

(Rs mn)

FY22E FY23E
255,487 261,035
133,269 133,269
20,333 20,333
327,793 356,758
90,629 99,706
23,127 25,443
51,510 69,081

736,882 771,395

616,971 648,086
12,309 12,309
604,663 635,777
56 56

56 56

22,212 22,212
97,642 101,040
95,952 99,861
1,691 1,179
119,911 123,309
736,882 771,395

50 53

Financial Ratios

Year-end: March FY20 FY21 FY22E FY23E ‘
Adj. EPS (Rs) 12.3 10.6 12.2 14.0
Adj. EPS growth (%) 211 (14.3) 15.2 15.6
EBITDA margin (%) 39.2 34.2 35.1 37.3
Pre-tax margin (%) 42.3 37.9 37.9 39.8
ROE (%) 24.8 21.1 24.8 27.3
ROCE (%) 25.9 21.8 26.7 30.0

Turnover & Leverage ratios (x)

Asset turnover (x) 0.6 0.6 0.7 0.8
Leverage factor (x) 1.2 1.2 1.2 1.2
Net margin (%) 33.2 28.7 28.4 29.8
Net Debt/Equity (x) (0.1) (0.1) (0.1) (0.1)

Working Capital & Liquidity ratio

Inventory days 64 77 63 63
Receivable days 17 17 16 16
Payable days 45 51 42 43
Valuation
Year-end: March FY20 FY21 FY22E FY23E ‘
P/E (x) 16.5 19.2 16.7 14.4
Price / Book value (x) 3.9 4.2 4.0 3.8
PCE (x) 14.9 17.1 14.9 13.0
EV / Net sales (x) 5.3 5.4 4.6 4.2
EV / EBITDA (x) 135 15.9 13.2 11.2
Dividend Yield (%) 2.8 7.5 4.9 57
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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 beenpublished 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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Other Disclosure

IDBI Capital Markets & Securities Ltd.(hereinafter referred to as “IDBI Capital”) was incorporated in the year 1993 under Companies Act, 1956 and is a wholly owned subsidiary of IDBI Bank Limited. IDBI Capital is one of India’s leading securities firm which offers a full suite of
products and services to individual, institutional and corporate clients namely Stock broking (Institutional and Retail) , Distribution of financial products, Merchant Banking, Corporate Advisory Services, Debt Arranging & Underwriting, Portfolio Manager Services and providing
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