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Story of the stock

Bata India (BATIND)

• Bata India is a major player in the Indian footwear market with a presence

across men’s, women’s and kid’s footwear segment with price points ranging

from the mass market to the premium category. It has a pan-India presence

with the largest network of retail stores in the footwear industry with ~1420

stores. Bata has set its vision to open 500 franchisee stores by 2023. It has

constantly undertaken efforts towards transforming its brand image from a

mass brand to a premium brand through launch of new trendy collections,

investing in marketing spends and redesigning existing store models

• In a bid to strengthen its wholesale distribution channel (~12% of revenues)

Bata has significantly ramped up its touch-points with Bata now

servicing~30,000 multi-branded outlets. This enables the company to leverage

its brand strength in newer towns. Also, Bata has rolled out a full suite of

Omni-channel solutions, allowing home delivery across 900+ stores (vs. 400

stores in FY19) in 1300 cites. Newly-launched digitally-enabled channels like

Bata ChatShop, Bata Home Delivery and Bata Store on Wheels now contribute

over 15% of overall sales (3x of last year). Aligning with the current demand

scenario, Bata has tweaked its product portfolio by launch of new collections

such as fitness-at-home, Easy-wash & Work-from-Home

• Bata has a robust balance sheet having healthy cash and bank balance worth

| 800 crore (as on H1FY21) negative working capital cycle and generating

RoCE of 23%+. We believe with its strong brand patronage and pan-India

retail reach, Bata India should be able to revive its revenue growth trajectory

as and when the impact of the Covid19 is phased out

Trent Ltd (TRENT)

• Trent, a leading retailer with a presence across various consumer

categories. Over the years, Trent’s Westside division (~80% of revenue)

has delivered a healthy performance with consistent same store sales

growth (8-10% over the last seven years) and higher share of private label

portfolio (industry best: 99%) yielding superior gross margins. Westside

has a presence with 174 stores across more than 70 cities and online reach

across India with exclusive listing through Tata CLiQ and its own website

(5% revenue growth)

• Trent’s new value fashion brand Zudio, has grown multi-fold from | 144

crore in FY18 to | 507 crore as on FY20, translating into robust CAGR of

88%. The company continues to aggressively add Zudio stores given

scalability of brand (average store size ~6000 sq ft, one-third of Westside

store) and given its shaper price points offerings (two-third of products

priced < | 500). It has added nearly 100 stores in FY20-21 (total store

count: 133)

• Trent was one of the fastest growing companies (30%+ growth) before

pandemic derailed the revenue trajectory. Inherent strength of brands

(Westside, Zudio, Star, Zara) and proven business model has enabled

Trent to revive its revenue’s in Q4FY21 itself. Liquidity position remains

healthy with cash & investments worth | 752 crore which will enable it to

tide over the current situation better than peers

(| crore) FY20 FY21E FY22E FY23E

Net Sales (| crore) 3053.5 1810.1 3243.7 3747.7

EBITDA 829.8 231.7 883.9 1062.5

EPS 25.4 -2.6 31.3 40.0

P/E (x) 60.5 - 49.2 38.5

P/B (x) 10.4 10.9 9.5 8.3

RoNW (%) 17.2 -1.8 19.2 21.6

RoCE (%) 28.2 -2.3 28.2 31.2

(| crore) FY20 FY21A FY22E FY23E

Net Sales (| crore) 3486.0 2593.0 4027.7 5234.7

EBITDA 544.0 171.9 616.2 848.0

EPS 3.5 -4.1 4.7 8.8

EV/Sales (x) 8.4 11.3 7.3 5.6

EV/EBITDA (x) 53.9 171.1 47.9 34.7

RoNW (%) 5.1 -6.3 6.8 11.8

RoCE (%) 15.9 4.3 16.5 22.1
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Story of the stock

Berger Paints (BERPAI)

• Berger Paints is the second largest paint company in India with a presence

both in decorative and industrial paint. The decorative paints contributes 80%

to the annual topline. With ~ 6 lakh metric tonnes of annual manufacturing

capacity, Berger has a presence across all categories of premium, budget and

economy products. Berger Paints commands 17% market share in the

organised decorative market paints category

• With strong R&D expenditure and launch of innovative products Berger has

improved its gross margin profile by 350 bps over the last 10 years. It

witnessed a strong performance revenue, earning CAGR of 11%, 16%,

respectively, in the last six years, supported by strong EBITDA margin

expansion of 425 bps. The company sees a strong growth opportunity in the

water proofing segment and is looking to expand its product portfolio in the

said segment in the next two to three years. The Indian water proofing

industry is pegged at | 6000 crore currently compared to China wherein the

size is pegged at US$22 billion

• We believe, given its strong semi urban and rural reach (higher than industry

leader) along with government thrust on Housing for All & infrastructure

development, Berger’s volume growth will be in line with the market leader

(~14% in FY21-23E). On the balance sheet front, despite heavy capital

expenditure, Berger’s balance sheet remained lean with strong return ratios

(RoCE: 26%, RoE: 25%)

Abbott India (ABBIND)

• Abbott India is one of the fastest growing listed MNC pharma companies. It

has outperformed the industry growth on a consistent basis in its key

segments. The company’s top five brands including (Duphaston–

gynaecological, Thyronorm– thyroid, Udiliv, Duphalac– both GI and Vertin-

CNS) together posted revenue CAGR of ~13% in March 2017-21 (MAT

basis). Thus, revenue growth has been driven by top brands (power brands).

Additionally, continuous new launches and line extension in existing and

new segments is also driving growth. We expect future launches of new

products from key divisions, along with brand extensions and access to

innovative molecules from global parent to drive growth

• EBITDA margins have recovered from lows of 11.8% in FY14 to 21.4% in

FY21. Core margins of the company could have been even better after

excluding Novo Nordisk diabetic portfolio. Apart from this, erstwhile tax

amendments have had the effect of reducing its tax rate from 36% in FY19

to 25-26% from FY20 onwards. Continued new product launches, volume

led growth in Abbott India’s top brands and intermittent price hikes in its

portfolio provide comfort on overall financials. The company has also

declared a | 275 dividend (final: | 120 + special:| 155) per share for FY21

• Covid-19 related disturbances notwithstanding, companies from the pharma

MNC staple like Abbott continue to generate investor’s interest with robust

and sustainable business model backed by stable growth, debt-free b/s,

favourable market dynamics with doctor prescription stickiness and lower

perceived risk factor

(| crore) FY20 FY21E FY22E FY23E

Revenue 6,366            6,584            8,373            9,785            

EBITDA 1,061.0         1,171.9         1,427.6         1,752.4         

Net Profit 656.1            738.4            944.3            1,201.0         

EPS (|) 6.8                7.6                9.7                12.4              

P/E (x) 156.8            118.9            105.6            82.6              

RoE (%) 20.1              24.7              23.4              26.0              

RoCE (%) 26.2              26.6              26.1              30.0              

FY20 FY21 FY22E FY23E

Revenues 4093.1 4310.0 4922.7 5513.5

EBITDA 756.4 921.5 1078.8 1254.0

EBITDA margins (%) 18.5 21.4 21.9 22.7

Net Profit 592.9 690.7 878.2 1021.9

EPS (|) 279.0 325.0 413.3 480.9

PE (x) 57.7 49.5 39.0 33.5

RoCE (%) 30.7 33.8 38.7 36.6

ROE 24.4 26.5 30.3 28.4
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Story of the stock

Tata Consumer Product  (TATGLO)

• Tata Consumer (TCPL) is the market leader in the branded tea market by

volume and second-largest in terms of value in India’s | 30000 crore tea

market, which is 50% organised. Its steady growth in the category has been

well supported by increase in tea consumption, brand strength with an

established distribution network and new premium segment launches. The

company has a strong portfolio of brands including Tata Tea, Tetley, Eight

O’Clock Coffee and Good Earth. With the merger of Tata chemical’s consumer

business (Tata Salt, Tata Sammpan), the product portfolio has increased. It

also has JVs with Starbucks to operate cafes in India

• TCPL’s focus has shifted from base products to valued added products in each

category, which would not only drive revenues but also expand margins

upwards. It has launched black Tata Tea variants , Tata Sampann Poha (thin) &

Quick chai (RTD tea) in India. We believe consumption shift from loose to

branded packaged food would drive volumes in Tea and pulses categories. We

expect 10.9% revenue CAGR during FY21-23E backed by volume growth in

tea, pulses, Premiumisation in salt and considerable increase in new products

launches in last few quarters

• With merger of food business, the product portfolio has presence of high

growing categories like pulses & spice. We believe the growth prospects

largely depend on converting loose or semi branded consumption to branded

given tea, pulses, spices have a very large unorganised market. We also see

margins expansion possibility in the long run with low raw material price

volatility (current times are exception)

(| crore) FY20 FY21 FY22E FY23E

Net Sales 9637.4 11602.0 13149.9 14274.6

EBITDA 1292.2 1543.8 1797.0 2027.8

EBITDA Margin % 13.4 13.3 13.7 14.2

Adjusted Net Profit 641.8 932.6 1144.0 1335.9

EPS (|) 5.0 10.1 12.4 14.5

P/E 132.0 65.3 53.1 45.5

RoNW % 4.6 6.4 7.6 8.5

RoCE (%) 6.9 8.0 9.1 10.0
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ICICI Direct Research Desk,

ICICI Securities Limited,

1st Floor, Akruti Trade Centre,

Road No 7, MIDC

Andheri (East)

Mumbai – 400 093

research@icicidirect.com
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Disclaimer

ANALYST CERTIFICATION

I/We, Pankaj Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our

views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s)

or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in

the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial

products. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with

Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research

Analyst SEBI Registration Number – INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank

which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance,

venture capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might

have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities

generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the

analysts cover

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as

opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view

the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The

views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is

strictly confidential and meant 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 prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis,

ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities

from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable

regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.
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Disclaimer

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or

completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of

offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this

report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal,

accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions

expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions

and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate

the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts

no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors

are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set

forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject

company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the

date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or

other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates

or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research

report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report

as of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies

including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities and affiliates 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 document may come are required to inform themselves of and to observe such restriction.


