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Britannia rides not just the consumption theme, but within that the large food segment and within 
that a Premium image. Britannia is a powerful brand in this space. As an organization, BIL has 
recovered completely from the poor performance in 2010. Under a new leadership it is reinventing 
itself across marketing as well as operations. After many good initiatives in biscuits, the focus is on 
the high potential dairy products. The market conditions have been challenging in 2014-15, but even 
so, BIL has performed excellently so far. We expect the demand to look up in the next few years, and 
BIL to be a multi-year outperformer for investors.  
Investors may buy the stock, for a Mar’17 target of Rs 3168, a 47.3% appreciation. 

Britannia Industries – Description and Profile  
 Britannia Industries (BIL) is a Bangalore based, bakery and dairy products firm, started in 1892. 

 Revenue in FY14 was Rs 6,912 crores and PAT 396 cr, a growth of 52.3% from FY13.  

 Revenues have grown 17% (CAGR) over the last 6 years. Market Cap is 25,300 cr., ranked 2nd in India 

in the food processing industry by market cap. It has about 2340 employees. 

 BIL operates in foods segments of (i) Bakery products – biscuit, bread, cake & rusk and (ii) Dairy 

products – milk, butter, cheese, ghee, dahi, milk-based ready to drink beverages & dairy whitener.  

 The biscuit market is worth 24,000 cr. and BIL has 27-30% market share in India. The dairy segment 

is much larger at 75,000 cr. but BIL has a very small share here. For segment break up, see Fig 1. 

 The shareholding % is: Promoter 50.8, FII 19.5, Retail/HNI 17.2, DI-5.2, MFs 4 and Corporates 3.3%.  

 Key executives are: Chairman Nusli Wadia, Director Ness Wadia and MD Varun Berry.  

 
Fig 1 - Business Segments of BIL 
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Industry and Category Notes 
Industry Notes 
 Accounting for about 32% of the country’s total food market, the food processing industry is ranked 

fifth in terms of production, consumption, export and expected growth.  

 The total food production in India is likely to double in the next 10 years with the country’s domestic 

food market estimated to reach US$ 258 billion by end of 2015. 

Bakery – Biscuits  
 BIL has 13 biscuit brands, but has identified five power brands—Good Day, NutriChoice, Tiger, 50:50 

and Marie Gold—around which the company will lead its innovation and marketing efforts. (Fig 2). 

 Biscuit is the largest ready to eat food business in India growing at 12%-14% over 3 years. 

 Despite its large size, per capita consumption of biscuits in India has been low when compared to 

even our Asian counter-parts. Thus, increased consumption and upgrade across the rungs of the 

price ladder will be the primary source of growth for biscuits. 

Dairy Products 
 Dairy Products are Cheese, Butter, Dahi fresh, Milk, Tiger zor badam milk, Tiger zor coco milk, dairy 

whitener, ghee, masala chass, gourmet, actmind, etc. Cheese shared largest proportion of sales 

generated by dairy products. 

 Dairy products continue to benefit from an array of factors including increased per capita income, 

economic activity on the rise in the metro cities and the emergence of modern format retail with 

increased emphasis on cold chain infrastructure.  

Cakes, Breads and Rusks 
 The major products are Daily Fresh, Britannia Bread, Veg. cakes and baked cake items by BIL’s 

wholly owned subsidiary called Daily Bread. 

 Cake and Rusk are comparatively less developed categories since a majority of the players are local 

entrepreneurs and the products are more basic than biscuits. BIL continues to be the largest and in 

many parts of the country the only national player. 

 Bread on account of its relatively low shelf life is a category with localized production reaching the 

proximate market. BIL while being the largest national player typically encounters local competition. 

Business Notes, Recent Events and Strategies 
Corporate, Marketing and Distribution 
 In the longer-term BIL expects the industry growth to track back to 12-15% level from currently 8-

10%, because BIL expects the virtuous cycle of “higher disposable income - higher aspiration - higher 

consumption - higher job creation higher disposable income” to be restored. 

 BIL expects that its corporate strategy of competitive superior product, delivered consistently, at the 

right value, across India; will help it to be faster than market, and have profitable growth. 

 BIL had 14 brands and 25 SKUs. They have chosen to focus investments on five big brands, in terms 

of marketing as well as tweaking their product recipes, to improve quality and offer greater value. 

 Biscuits and Dairy products dominate with 80% of revenues; others are cakes, rusks, bread etc. 

 Subsidiaries in India, Mauritius and Dubai have income of 949 cr. but 87% of revenues are domestic.  

 BIL’s products are high volume food products. It is delivering products in over 5 categories through 

35 lakh retail outlets to more than half the Indian population. 
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 BIL is the first biscuit company in the country to leverage e-commerce for brand promotions, ahead 

of competitors such as Parle Products and Mondelez.   

 BIL is setting up modern production lines and is opening a 50 cr. R&D centre which will enable faster 

innovations and new launches. It is also looking at major expansions in the 75,000 cr. dairy segment. 

 BIL bagged The Platinum Award (Packaged Foods category) in the Reader's Digest Trusted Brand 

Awards 2014 and also won The Most Attractive Brand 2013 (F & B- Diversified Category) in the TRA- 

India’s Most Attractive Brands Survey 2013.  

 
Fig 2 – Key Brands 

 BIL has increased sales in rural regions by increasing rural distributors from 4,000 to 7,000, and 

improved product affordability with small packs for several brands to boost volumes.  

 BIL has increased direct distribution reach and it has increased from 5.5 lakh (FY13) to 7.25 lakh 

(FY14) and will reach 10 lakh by FY15. Rural distributors have increased by 50%. BIL is increasing split 

route distribution. It is targeting to cover 25 urban centres under this scheme by FY15 and 50 

centres by FY16. Split route distribution has boosted throughput by 25% where it has been adopted. 

Manufacturing 
 BIL is investing Rs 400 cr to include 12 new production lines. The improved capacity will enhance 

topographical spread, empower flexible manufacturing, decrease power and energy utilization,  

build labour productivity, empower launch of innovative products and increase in‐house production 

capacity to 60‐65%. 

 New manufacturing units are being set up in Bihar, Gujarat, Karnataka and Tamil Nadu that will 

enhance the geographical spread in a broader perspective.  

 Location near the consumption clusters has reduced the total distance travelled from 650 km 

(during FY13) to a target of 480 km (FY15). Subsequently the freight costs as a percentage of sales 

have declined by 0.4%, and they expect further reduction in the upcoming years. 

Competition and Challenges 
 In its recent aggressive push into other categories such as milk, cheese and ready-to-eat foods, it 

faces stiff competition from MTR Foods Pvt. Ltd and PepsiCo among others.  

http://jainmatrix.com/
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 High costs and increasing competition pose significant challenges for the firm. In biscuits, where the 

company has held its own, competitors include Parle Products Ltd and ITC Ltd, besides new entrants 

such as Kraft Foods Group Inc.’s Oreo and United Biscuits Holdings’s McVities. 

 Although BIL is the leading player in cookies, ITC is the largest player in creams. Parle Products, the 

number two in both creams and cookies, takes the top spot when the two segments are combined. 

 Known for its volume play, Parle has ramped up its premium brands with 18 launches in 24 months. 

 Mondelez, world’s largest biscuit manufacturers is all set to bring more biscuit offerings into India. 

Also brands such as Nabisco (which has crackers and wafers), Ritz, Belvita, Barni and Mikado could 

find their way into the Indian market, as the US major ramps up its snacks portfolio. 

Future Plan of Action 
BIL will continue to focus on technology and ingredients led innovations to create different, better and 
special products experiences. With those specificities, it will be much more difficult for the competitors 
to copy these differentiated products.  

Stock Evaluation, Performance and Returns 
 The price and dividend history is detailed in in Fig 3. There was a split in Face Value (10 to 2) in 2010.  

 Investors in BIL over the last 7 years have seen a return on 42.5% CAGR on the share price. In the 

past 1 year itself, the share has appreciated over 170%.  

 
Fig 3 - Price History (JainMatrix Investments) 

 The revenue growth in FY14 was 12%, but profits grew much faster at 69.6% to 533 crores.  

 The Revenue, EBITDA and PAT have grown at 17.2%, 17.9% and 17% (CAGR) over the past 6 years. 

 The all-time high of 2,377 was hit very recently on April 2015. The stock is trading 9.5% below this.   

 The EPS has increased by 17% CAGR over the last 6 years – See Fig 4. In recent times, BIL financials 

have picked up momentum with both volumes growth and better margins.  

 The operating and the PAT margins have an improving trend, and volume growth has resulted in the 

EPS surging upwards.  

 The cash flow from operations is impressive, as it has been positive for the last 6 years, and 

increasing. See Fig 5. On the other hand, BIL’s investments are increasing due to the ramp up of 

production capacities and R&D. This is a positive over the longer term.  

 BIL has a rich history of paying dividends to its shareholders. It paid 600% in FY14. 

http://jainmatrix.com/
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 BIL has also increased investments in advertising and sales promotion, another positive. 

 
Fig 4 - Quarterly Financial 

 
Fig 5 - Cash Flow, Dividend and A&SP Send 

 In Fig 6, we present the 5 year historical average of PE to be 35 times, and the range for PE as 25-45 

times. Given this, we can see the BIL is today at the upper end of this range.  

 The PE ratio has risen, along with the Market price to new highs.  

 We can see in Fig 7 that the market price appears to be tracking the recent surge in EPS. Post 2010, 

the EPS has been in a rising channel indicated in the chart, a very positive sign. 

 Beta of the stock is 0.48 (Reuters) indicating low volatility.  

 Dividend yield is 0.58%, which is good for the consumer products sector.  

 PEG as per our projections is 1.17 times, which indicates fair value.  

http://jainmatrix.com/
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Fig 6 - Price and PE Chart  

 
Fig 7 - Price and EPS Chart 

We have mapped the key financial metrics:   

 ROCE and RONW are 66.2% and 43.3%, both excellent numbers. The rising margins and profitability 

has gradually boosted the RoCE.  

 D/E fell from FY10 to FY14, indicating an improved Balance Sheet, financials and cash flows.  

 The Interest Coverage ratio is one of the best and Inventory Turnover is also good.  
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Fig 8 – Financial Metrics 

Benchmarking and Financial Estimates  
 In the benchmarking exercise we have compared BIL with competitors like Nestle foods, Glaxo Smith 

Kline, Marico and Jubilant Food. See Exhibit 9.  

 
Exhibit 9 - Financial Benchmarking  

 We can see that the P/E of BIL is relatively lower than the peers making it attractively valued. 

 While sales growth is average, profitability and RoCE and RoE are in leadership positions. Inventory 

turnover is also high. This relates to the series of manufacturing and organizational improvements 

that BIL has made recently.  

 In a financial projections exercise, we project out for 3 years. 

 
 We expect the high growth rates of the last 3 years to moderate. However, an excellent high base 

has been built.  

Britannia Nestle GSK Marico Jubliant Food

PE (x) 41.0 58.1 47.3 47.0 88.2

Price to Book Value (x) 34.8 24.2 14.6 19.1 19.0

Dividend Yield (%) 0.5 0.7 0.7 0.9 0.0

3 Yr CAGR Sales (%) 14.5 13.3 28.3 14.3 36.8

3 Yr CAGR Profit (%) 47.5 10.4 31.3 23.4 18.0

Return on Capital Employed (%) 59.7 39.8 48.1 29.5 36.2

Return on Equity (%) 58.3 53.6 34.0 29.9 24.1

Debt to Equity Ratio (x) 0.4 0.5 0.0 0.5 0.0

Inventory Turnover Ratio (x) 17.7 12.7 10.6 5.7 60.8

Mar '12 Mar '13 Mar '14 Mar '15 E Mar '16 E Mar '17 E

Sales Turnover - crores 4,974       5,918      6,913      7,726      9,030      10,380    

EBITDA - crores 300          408         653         864         1,085      1,345      

Net Profit - crores 187          243         396         630         760         950         

Earnings Per Share - Rs/share 15.6         20.3        33.0        52.5        63.4        79.2        

PE (at current Price) 65.2        41.0        33.9        27.2        
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 The incremental new business (in dairy products) may not have such high margins, but the synergy 

with the existing business is high.  

Risks 
 Entry of international brands + ecommerce. A number of foreign brands are entering the Indian 

market.  In addition, the ecommerce sector is booming in India, which actually allows easier entry.  

o BIL has already stepped into ecommerce with a tie up with Amazon India.  

 An increase in input and raw material costs can impact profitability 

o This year the trend is a fall in the prices of key agricultural raw materials. 

 With the efficiency gains at BIL resulting in profitability growth in FY15 and FY15, it may be difficult 

to sustain the growth in profits. 

o Growth in future profits will come from an increase in own manufacture of products 
from 50% to 60%, and from new product lines.  

Opinion, Outlook and Recommendation 
 The consumption theme in India is very powerful, and will play out over the next few decades as 

income and education levels improve. Within this overall consumption theme, the food segment 

stands out as both a daily essential as well as an aspirational category.  

 Britannia is a strong brand in this space. It has a long history, and the brand also has an international 

feel to it. In the last 2 years, BIL has certainly enhanced its appeal and product suite.  

 As an organization, BIL has recovered completely from the poor performance in 2010. Under the 

leadership of CEO Varun Berry (and team) it is reinventing itself across the marketing, human 

resource, manufacturing, procurement and exports departments, and gained efficiencies on the 

operations side and built on the volumes and Premiumisation aspects on the marketing side.  

 The premium consumption theme is a big value creator with parallels in Page Industries, Jubilant 

Foodworks and Eicher Motors.  

 The market conditions have been challenging in 2014-15, but even so, BIL has performed excellently 

so far, year on year. We expect the markets to look up in the next few years, and BIL to be a multi-

year outperformer for investors.  

 Investors may buy the stock, for a Mar’17 target of Rs 3168, a 47.3% appreciation from CMP.  

 The basis for the price projections is the financial projections above and a target P/E of 40 times, an 

increase from the 5 year historical average P/E of 35 times.  

Disclosure & Disclaimer 
This document has been prepared by JainMatrix Investments Bangalore (JM), and is meant for use by the recipient only as information and is 
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JM nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and 
opinion given, made available or expressed herein or for any omission therein. Recipients of this report should be aware that  past performance 
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