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Successful transformation into a global beverages player 
Starting off as a tea plantation company, TGB is now an integrated beverage player. It has 
established itself as a global beverage company through several acquisitions across geographies in 
the tea, coffee & water categories. Thereby, TGB has a robust portfolio of global & regional brands 
including Tata Tea, Tetley, Eight O’Clock & Himalayan. In FY17, branded business contributed 
88% to the total revenues. Notably, about 60% of the consolidated revenues come from markets 
outside India such as UK, USA, Canada etc. In India, TGB continues to maintain leadership 
position in the packaged tea segment (No. 2 in world). While tea (tea portfolio includes black, 
green, herbal and fruit ones) is the mainstay of TGB with 71% of revenue coming from branded tea 
sales, it has growing interests in other businesses including coffee & water. We expect tea revenues 
to grow at ~6% CAGR over FY17-20E led by strong innovative premium product portfolio coupled 
with increasing awareness about health and wellness. 

Focus on non-black tea portfolio – the next growth engine   

While black tea consumption is on a decline in some developed markets, green tea and specialty 
tea (fruit & herbal tea) are witnessing robust growth across the geographies. Notably, green tea 
and fruit and herbal tea (F&H) segment comprises ~ 27% and ~16% respectively of the global tea 
market. Globally, the green tea and fruit/herbal tea is expected to witness a CAGR of ~9% & 7% 
respectively over the next five years. With 37 flavoured green tea, 27 specialty tea and 180 herbal 
blends in portfolio, TGB has enhanced its focus on green and herbal tea categories to offset the 
decline in the black tea category. Importantly, the green and herbal tea categories enjoy higher 
margins when compared to the conventional black tea. TGB has adopted disruptive innovative 
strategies to launch new products & its key focus areas are 1) health & wellness, 2) indulgence and 
3) ready to Drink (RTD).  
Rejig in strategy to put the company on the growth path 
TGB has put in-place a new strategy to drive growth and improve profitability that involves a) 
strengthening its position in the core business b) focusing on growth in incubatory businesses - 
Starbucks and Nourishco JVs and c) restructuring operations of loss making 
businesses/geographies. Under the core business rejuvenation, the company while focusing on the 
power brands (Tata Tea & Tetley) will expand its product offerings in premium and non-black 
categories. It is also planning to foray in large tea consuming Asian markets such as Singapore, 
Malaysia and China. On the other hand, to renew Nourishco, the company launched several new 
products/variants under Tata Gluco Plus and Himalayan water brands leading to sharp 
improvement in operating performance. It is further exploring options to launch Himalayan water 
in the US. Besides, TGB is looking to further increase store count at Starbucks and extending 
availability of tea range in stores to improve growth. Moreover, the company is also undertaking 
business restructuring like exiting from loss making geographies and pruning losses from stressed 
markets to improve profitability.  
Valuations: We expect TGB to gain market share across geographies led by its innovative 
premium product offerings. As a result, revenue/PAT is estimated to grow at ~6%/23% CAGR 
over FY17-20E. Given the company’s focus on reviving growth and profitability, we factor 220bps  
increase in overall EBITDA margin over FY17-20E. We initiate TGB with a ‘BUY’ rating with a TP  
of Rs. 308 at 27x FY20E EPS. 
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Tata Global Beverages Ltd.  
Rating as per Large Cap                                        12 month period Beverages   

BSE CODE: 500800 NSE CODE: TATAGLOBAL  
CMP Rs. 280   TARGET Rs. 308 RETURN 10% 

Bloomberg CODE: TGBL:IN SENSEX:  34,083  

Company Data 

Market Cap (cr) Rs. 17,678 

Enterprise Value (cr) Rs. 17,587 

Outstanding Shares (cr) 63.1 

Free Float 64% 

Dividend Yield 0.8% 

52 week high  Rs. 329 

52 week low  Rs. 137 

6m average volume (cr) 0.2 

Beta 0.9 

Face value Rs. 1 

Shareholding  % Q1 FY18 Q2 FY18 Q3 FY18 

Promoters 35.6 35.6 35.6 

FII’s 15.9 15.5 18.8 

MFs/Insti 19.1 18.9 17.4 

Public 24.5 24.6 23.4 

Others 4.9 5.4 4.8 

Total 100.0 100.0 100.0 

Price Performance 3mth 6mth 1 Year 

Absolute Return 24% 63% 98% 

Absolute Sensex 2% 6% 21% 

Relative Return* 22% 57% 77% 
*over or under performance to benchmark index 

 

Y.E Mar (Rs cr) FY18E FY19E FY20E 

Sales  7,030   7,544   8,114  

Growth (%) 3.7% 7.3% 7.6% 

EBITDA  950   1,034   1,132  

Margin(%) 13.5 13.7 13.9 

PAT Adj  566   638   720  

Growth (%) 47.5% 12.7% 12.7% 

Adj.EPS  9.0   10.1   11.4  

Growth (%) 47.5% 12.7% 12.7% 

P/E 31.2 27.7 24.6 

P/B 2.7 2.5 2.3 

EV/EBITDA 19.3 17.5 15.7 

RoE (%) 8.8 9.3 9.8 

D/E 0.1 0.1 0.0 

COMPANY INITIATING REPORT 

 

BUY 

The perfect brew…  
Tata Global Beverages (TGB) is an integrated natural beverage company that derives ~70% of 
revenue from branded tea business. It is a global player with about 60% of the consolidated 
revenue coming from markets outside India such as UK, US, Canada etc. Some of its key 
brands are Tata Tea, Tetley and Eight O’Clock Coffee & Himalayan. 

• Given TGB’s sharp focus on the green & herbal tea category coupled with strong innovative 
premium product portfolio, we expect tea revenues to grow at a CAGR of ~6% in FY17-20E. 

• The company is expanding its presence in the beverages segment by focusing on water 
category (Nourishco) & coffee retailing through JV with Starbucks in India. 

• To improve profitability in existing businesses and trim losses in JV’s the company is 
undertaking cost optimization, exiting loss making geographies and restructuring operations. 

• TGB enjoys a strong balance sheet with healthy free cash flows and negligible debt levels. We 
expect RoE to improve from 6.1% in FY17 to 9.8% in FY20E led by EBITDA margin expansion 
to 13.9% in FY20E from 11.7% in FY17. 

• We initiate TGB with a ‘BUY’ rating valuing the stock at 27x FY20E EPS & arriving at a target 
price (TP) of Rs. 308. 

 



 
 

 

 

Valuations 
At CMP, the stock is quoting at a P/E multiple of 24.6x 
FY20E earnings. Over the past three years, the stock has 
traded in a broad range between 15.5-32x one-year 
forward earnings, whilst its three-year average is 22x. 
We assign a target multiple of 27x to FY20E EPS of Rs. 
11.4 and arrive at a target price of Rs. 308. We are 
upbeat on the stock owing to various factors: a) robust 
product portfolio with branded products contributing 
~90% to the total revenues, b) commands leadership 
position in Indian tea branded space with a market 
share of 25% (No. 2 in the global tea market), c) 
enhancing its presence in water category d) foraying 
into coffee retailing in India through JV with Starbucks, 
e) focus on improving profitability in existing 
businesses & trimming losses in JV’s f) robust earnings 
CAGR of 23% over FY17-20E g) healthy free cash flow 
generation and sharp improvement in RoE from 6.1% in 
FY17 to 9.8% in FY20E. 
 

 

P/E one year forward  

 
 

Source: Bloomberg, Geojit Research; Note: SD is Standard Deviation 
 
 

Peer comparison 

Company Sales (cr) EBITDA Margin % 

 FY18E FY19E FY20E FY18E FY19E FY20E 

TGB 7,030 7,544 8,114 13.5 13.7 13.9 

GCPL 10,111 11,423 12,982 20.6 21.1 21.1 

Dabur 7,979 9,159 10,298 20.2 20.2 20.5 
 

Company P/E ROE% 

 FY18E FY19E FY20E FY18E FY19E FY20E 

TGB 31.2 27.7 24.6 8.8 9.3 9.8 

GCPL 46.6 39.3 33.6 25.6 25.6 25.3 

Dabur 43.4 37.5 32.6 26.2 25.9 26.1 
Source: Bloomberg, Geojit Research 
 
Investment Rationale 
Successful transformation into a global beverages 
player 
 

Starting off as a tea plantation company, TGB is now an 
integrated beverage player. It has established itself as a 

global beverage company through several acquisitions 
across geographies in the tea, coffee & water categories. 
Thereby, TGB has a robust portfolio of global & regional 
brands including Tata Tea, Tetley, Eight O’Clock Coffee, 
Good Earth, Jemca, Vitax & Himalayan. Notably, about 
60% of the consolidated revenues coming from markets 
outside India such as UK, USA, Canada etc. TGB’s 
operations are divided mainly into four regions: South 
Asia (revenue contribution @46%), Canada, Australia & 
Americas (27%), Europe, Middle East & Africa (26%) 
and Others (1%). 
  

Growing beyond Tea… 
While tea (tea portfolio includes black, green, herbal 
and fruit ones) is the mainstay of TGB with 80% of 
revenue coming from branded tea sales, the integrated 
structure helps the company to focus on its ‘good for 
you’ beverage strategy that aims to tap the rising 
demand of consumers for health beverages (mineral 
water, RTD). The coffee business has also witnessed 
traction over the years with branded coffee contribution 
rising to 16% of TGB’s consolidated sales in FY17. 
Besides, it has invested in companies and JVs to expand 
its product range. TGB has a 50:50 JV with PepsiCo—
NourishCo Beverages—to focus on health and wellness 
beverage products. TGB is marketing the Himalayan 
mineral water brand in India under NourishCo. 
Similarly, TGB has a 50:50 JV with Starbucks Coffee 
Company named Tata Starbucks Ltd to own and 
operate Starbucks Cafes in India. 
 

TGB’s Brand Portfolio                                                     

Region 

Brand 

Tea Coffee Water 

North America 

& Canada 

Tetley, Teapigs, Tata 

Tea, Good Earth 

Eight 

O’clock 
- 

Europe, Russia 

& Middle East 

Tetley, Jemca, Vitax, 

Tata Tea, Teapigs 
Grand - 

Africa Tetley, Joekels - - 

Australia Tetley, Teapigs Map - 

India Tetley, Tata Tea 

Tata 

Coffee 

Grand 

Tata Gluco+,Tata 

Water Plus, 

Himalayan 
 

Source: Company, Geojit Research 
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TGB has broadened its product portfolio through key 
acquisitions & JVs                                                     

Year Target Country 

2000 Tetley UK 

2005 Good Earth USA 

2006 Eight O' Clock Coffee USA 

2006 Jemca Czech Republic 

2007 Mount Everest Mineral Water India 

2007 Vitax  Poland 

2009 Grand Russia 

2011 JV with PepsiCo India India 

2012 JV with Starbucks  India 

2014 Bronksi Eleven Australia 

 

Source: Company, Geojit Research 

 

Expansion of non-black tea portfolio to aid 
growth 
TGB is the second-largest branded tea player in the 
world after Unilever. Notably, in India, it is a market 
leader in tea segment with a 25% share. While black tea 
consumption is on a decline in some developed 
markets, green tea and specialty tea (fruit & herbal tea) 
are witnessing robust growth across the geographies. 
Notably, green tea comprises ~ 27% of the global tea 
market. Likewise, the fruit and herbal tea (F&H) 
segment constitutes ~16% of the global tea market. 
Globally, the green tea and fruit/herbal tea is expected 
to witness a CAGR of ~9% & 7% respectively over the 
next five years. With 37 flavoured green tea, 27 specialty 
tea and 180 herbal blends in portfolio, TGB has 
enhanced its focus on green and herbal tea categories to 
offset the decline in the black tea category. Importantly, 
the green and herbal tea categories enjoy higher 
margins when compared to the conventional black tea. 

 
Constant innovation has been the forte for TGB 
TGB has adopted a disruptive innovation strategy for 
new product launches & its key focus areas are 1) health 
& wellness, 2) indulgence and 3) ready to Drink (RTD). 
During 2015, TGB launched a range of Tetley Super 
Green Teas in UK in various flavors to tap growing 
demand for green tea. Likewise, in 2015, a premium line 
of specialty teas, called the Tetley Signature collection 
was launched in Canada. Similarly, in the UK market, 
Tetley recently launched teas fortified with vitamins & 
are called functional teas. TGB has also launched them 

in Canada & India. Under Ayurved platform, TGB has 
launched Tata Tea Teaveda & Tetley Balance in India & 
Canada respectively. The company has also launched 
Tetley Super Green Tea (fortified with vitamins) was 
launched in India under the health and wellness 
portfolio following a successful launch in the UK. TGB 
has also launched Tata Tea Fruski & herbal iced tea 
range in North India & Canada respectively. With sharp 
focus on the green & herbal tea category, we expect tea 
revenues to grow at a CAGR of ~6% in FY17-20E led by 
strong innovative premium product portfolio coupled 
with increasing awareness about health and wellness. 

 
Coffee business to grow at a CAGR of 5% over 
FY17-20E 
Coffee segment, the second highest contributor to the 
total revenues, derives revenue mainly from branded 
coffee & coffee plantations. Tata Coffee is the listed 
subsidiary of TGB in which it owns 57.48% stake. Tata 
Coffee has one of the largest integrated coffee 
plantations in the world & is involved in every aspect of 
the coffee-making process—from growing and curing of 
coffee & tea manufacturing & marketing of value-added 
coffee products. Tata Coffee owns 19 coffee estates and 
seven tea estates in southern India. Tata Coffee derives 
most of its revenue from its US operation through the 
subsidiary, Eight O’Clock Coffee, which is amongst the 
leading coffee brand in US. Further, in Australia & 
Russia, it sells coffee under the MAP & Grand brand 
respectively. Moreover, it has also recently launched its 
first instant coffee, TATA Coffee Grand, in the Indian 
coffee market. Similarly, in the US market the company 
recently launched premium coffee range “Infusions” 
under Eight O’ Clock brand. The product is available in 
two variants- Alert and Relax. Hence, we expect 
branded coffee segment to grow at a CAGR of 5% over 
FY17-20E. 
 

Starbucks JV - Potential to become a significant 
value driver for TGB    

Tata Starbucks Pvt. Ltd., the 50:50 JV between TGBL 
and Starbucks Coffee International Inc US, was formed 
in 2012, owns and operates Starbucks stores in India. In 
the first year alone, the JV opened 12 stores across 
Mumbai & Delhi. As of Sep’17, Tata Starbucks operates 
100 stores in leading Indian cities such as Mumbai, 
Delhi, Bengaluru, Chennai, Pune & Hyderabad. 
Starbucks posted a robust revenue growth of 14% in 
FY17 led by good in-store performance and increase in 
stores. TGB is looking to further increase store count at 
Starbucks and extending availability of tea range in 



 
 

 

stores to improve growth. The coffee retail market has 
huge potential in India due to multiple factors including 
rising disposable income, young working population 
and increasing pace of westernization. So far, TGB has 
invested Rs190cr in this JV. Tata Starbucks JV is still in 
investment phase and has been incurring losses. 
However, the losses have been narrowed to Rs. 32 cr in 
FY17 from Rs. 40 cr in FY16. The company’s focus on 
further store expansion and improving profitability will 
augur well for the company going ahead.  

 
Betting big on water business 

NourishCo, the 50:50 JV with PepsiCo India, produces 
and markets Tata Water Plus (India’s 1st nutrient water) 
and Tata Gluco Plus (glucose-based flavoured drink). 
Further, Himalayan brand (mineral water) is marketed 
through this JV. While Himalayan brand has a pan-
India presence, Tata Gluco Plus has been rolled out in 
some states including Tamil Nadu, Andhra Pradesh, 
Maharashtra, Karnataka, Gujarat and Kerala. Tata 
Water Plus sold mainly in Tamil Nadu and Andhra 
Pradesh. Moreover, Himalayan is now also available at 
some mainstream super-markets in Singapore and TGB 
is also evaluating options for scale up in other 
international markets. In Q4FY17, it launched 
Himalayan Sparkling and Flavoured Himalayan water. 
The business reported a strong revenue growth of 29% 
in FY17 driven by the company’s focus on new product 
launches and stellar performance of Tata Gluco plus 
brand. Besides, it has also launched new variants of Tata 
Gluco Plus (Jeera & Rose). Further it has launched 
several new products/variants under Tata Gluco Plus 
brand. It is further exploring options to launch 
Himalayan water in the US. 

  
Restructuring to aid growth 

As part of the restructuring drive the company has 
undertaken various activities to reduce losses across 
loss making verticals and geographies. As part of its 
overall strategy to focus on branded business in key 
geographies, the company recently sold its loss-making 
unit in Russia to Skodnya Grand LLC under licensing 
terms and the latter will pay royalties for using the 
company’s brands. The company’s Russian business 
generated a turnover of Rs 266 cr and reported loss after 
tax of Rs 29 cr in FY17. Likewise, TGBL also divested its 
stake in Chinese joint venture - Zhejiang Tata Tea 
Extraction. Additionally, the company has disposed its 
entire 31.85% stake in its Sri Lankan joint venture, Estate 
Management Services Pvt. Ltd, for a consideration of 

about Rs. 120 cr. The company is also mulling option of 
restructuring its eastern Europe business.  

Apart from this, the company is also selling its stake in 
groups companies. In September 2017, the company has 
sold 4.11% of stake in Tata Chemicals to Tata Sons. 
TGBL is looking at divesting its stake in tea plantation 
business.  

We believe the company’s restructuring drive will 
improve the financial health of the company going 
ahead. 
 
 
 
 

Financials 
Changing product mix to aid revenue growth 

We expect TGB to grow at a CAGR of ~6% over FY17-
20E on account of rising share of premium products 
including green tea/herbal tea across the geographies. 
Moreover, overall revenue growth would get a boost 
from higher contribution from coffee & water segments. 
 
Overall revenue to grow at ~6% CAGR during FY17-20E 

 

Source: Company, Geojit Research 

                 

EBITDA margin to remain healthy 

We expect EBITDA margin to expand from 11.7% in 
FY17 to 13.9% in FY20E led by increasing share of high 
margin premium products, coupled with the benefit of 
its restructuring drive and operational efficiency. With 
enhanced focus on brand building, we expect 
premiumisation to gain traction supporting margins for 
the company. 
 

EBITDA to witness 13% CAGR over FY17-20E 

 

Source: Company, Geojit Research 

 



 
 

 

PAT margin to improve by 320bps 
We expect Adj. PAT to witness a CAGR of 23% largely 
in-line with EBITDA growth. Further, lower interest 
cost would support earnings growth. 
 

PAT to grow at 23% CAGR over FY17-20E 

 

Source: Company, Geojit Research 
 
 
 
 

Comfortable balance sheet 
 

TGB enjoys a strong balance sheet with healthy free 
cash flows and negligible debt levels. Despite annual 
capex requirement of ~Rs200cr over FY13-17, the 
company continued to generate healthy FCF to the tune 
of ~Rs945cr during the period.  Further, we expect the 
cashflows to strengthen going ahead led by healthy 
profitability (FCF of ~Rs1,450cr over FY17-20E). 
Notably, the working capital days has improved from 
90 days in FY16 to 79 days in FY17. Moreover, we 
expect RoE to improve from 6.1% in FY17 to 9.8% in 
FY20E led by improving margins. Likewise, RoCE is 
expected to rise sharply from 10.5% in FY17 to 14.4% in 
FY20E.  
 

Return ratios to improve led by strong free cash flow 
generation 

 

Source: Company, Geojit Research 
 

Tata Global Beverages Ltd: Business overview 
Tata Global Beverages (TGB) is the second-largest 
branded tea company in the world. In FY17, TGB 
derived 71% of its turnover from branded tea sales. TGB 
has transformed itself from being a mere tea player to a 

global beverage giant through acquisitions and strategic 
alliances with global brands like Pepsi and Starbucks. 
Its brands have presence in over 40 countries. It is a 
global natural beverage player with ~60% of the 
consolidated revenues coming from markets outside 
India such as UK, USA, Canada etc. Notably, Tata 
Coffee is a 57.48% subsidiary of TGB. TGB’s operations 
are divided mainly into four regions: South Asia 
(revenue contribution @46%), Canada, Australia & 
Americas (27%), Europe, Middle East & Africa (26%) 
and Others (1%). Likewise, in terms of brand-wise sales 
mix, 45% of its sales come from Indian tea, 29% come 
from Tetley, 14% come from Eight O’ Clock and 12% 
come from Others. 
 

Segment-wise Sales mix  

 

Source: Company, Geojit Research 
 

Brand-wise Sales mix                                                     

 

Source: Company, Geojit Research 

 
Key Risks 

• Rise in the prices of green tea leaf could put 
pressure on the gross profit margins. 

• Forex volatility could impact the realisations 
negatively. 

• Heightened competitive intensity in the industry 
may deteriorate the margins. 

 
 
 
 



 
 

 

Consolidated Financials 
 
 

Profit & Loss Account 
 

Y.E March (Rs cr) FY16A FY17A FY18E FY19E FY20E 

Sales  6,637   6,780   7,030   7,544   8,114  

% change -17.0% 2.2% 3.7% 7.3% 7.6% 

EBITDA  654   791   950   1,034   1,132  

% change -15.6% 20.9% 20.0% 8.9% 9.4% 

Depreciation  117   126   123   132   141  

EBIT  538   665   827   902   991  

Interest  117   92   57   37   17  

Other Income  82   83   89   95   102  

PBT  503   657   859   960   1,076  

% change -20.2% 30.6% 30.8% 11.8% 12.0% 

Tax  200   198   259   290   325  

Tax Rate (%) 39.8% 30.2% 30.2% 30.2% 30.2% 

Reported PAT  (6)  389   547   638   720  

Adj*  (333)  5   (19)  -     -    

Adj PAT  327   384   566   638   720  

% change -13.4% 17.3% 47.5% 12.7% 12.7% 

No. of shares (cr)  63.1   63.1   63.1   63.1   63.1  

Adj EPS (Rs)  5.2   6.1   9.0   10.1   11.4  

% change -13.4% 17.3% 47.5% 12.7% 12.7% 

DPS (Rs)  2.2   2.2   2.4   2.6   3.0  

 
 
 

 
Cash flow 

 
Y.E March (Rs cr) FY16A FY17A FY18E FY19E FY20E 

 Pre-tax profit  170   662   894   999   1,118  

Depreciation  117   126   123   132   141  

 Changes in W.C   (272)  153   (47)  (121)  (117) 

Others   364   11   (32)  (58)  (85) 

Tax paid  (262)  (211)  (259)  (290)  (325) 

 C.F.O   116   741   678   661   732  

 Capital exp.  (154)  (138)  (200)  (200)  (200) 

 Change in inv.  124   (14)  -     -     -    

 Other invest.CF   151   377   89   95   102  

 C.F - investing   121   225   (111)  (105)  (98) 

 Issue of equity   -     -     0   -     -    

 Issue/repay debt   (80)  (485)  (200)  (200)  (200) 

 Dividends paid   (187)  (189)  (182)  (197)  (227) 

 Other finance.CF   (15)  (142)  (57)  (37)  (17) 

 C.F - Financing   (282)  (816)  (439)  (434)  (444) 

 Chg. in cash    (45)  150   128   123   190  

 Closing cash    501   575   703   825   1,015  

 
 
 
 
 
Note: FY16 onwards financials are as per Ind AS norms 

 
 

 
 
 

Balance Sheet 
 
Y.E March (Rs cr) FY16A FY17A FY18E FY19E FY20E 

Cash  501   575   703   825   1,015  

Accounts Receivable  592   592   614   659   709  

Inventories  1,629   1,453   1,495   1,606   1,708  

Other Cur. Assets  905   634   661   702   747  

Investments  1,296   1,451   1,451   1,451   1,451  

Gross Fixed Assets  2,475   2,443   2,666   2,866   3,066  

Net Fixed Assets  1,022   1,075   1,175   1,243   1,302  

CWIP  39   63   40   40   40  

Intangible Assets  3,710   3,498   3,498   3,498   3,498  

Def. Tax (Net)  (79)  (145)  (145)  (145)  (145) 

Other Assets  200   182   182   182   182  

Total Assets  9,816   9,378   9,674   10,061   10,507  

Current Liabilities  1,495   1,207   1,250   1,326   1,405  

Provisions  -     -     -     -     -    

Debt Funds  913   770   570   370   170  

Other Liabilities  299   216   216   216   216  

Equity Capital  63   63   63   63   63  

Reserves and 

Surplus 
 6,184   6,202   6,587   7,028   7,521  

Shareholder’s Fund  6,247   6,266   6,650   7,091   7,584  

 Minority Interest  862   920   987   1,058   1,132  

Total Liabilities  9,816   9,378   9,674   10,061   10,507  

BVPS (Rs)  99.0   99.3   105.4   112.4   120.2  

 
Ratios 
 

Y.E March  FY16A FY17A FY18E FY19E FY20E 

Profitab. & Return      
EBITDA margin (%) 9.9 11.7 13.5 13.7 13.9 

EBIT margin (%) 9.3 11.0 13.0 13.2 13.5 

Net profit mgn.(%) 4.9 5.7 8.1 8.5 8.9 

ROE (%) 5.6 6.1 8.8 9.3 9.8 

ROCE (%) 8.9 10.5 12.8 13.6 14.4 

W.C & Liquidity           

Receivables (days) 33 32 32 32 32 

Inventory (days) 164 149 149 149 149 

Payables (days) 41 45 45 45 45 

Current ratio (x) 2.5 2.8 2.9 3.0 3.1 

Quick ratio (x) 1.5 1.6 1.7 1.8 1.9 

Turnover &Levg.           

Gross asset T.O (x) 2.7 2.8 2.8 2.7 2.7 

Total asset T.O (x) 0.7 0.7 0.7 0.7 0.8 

Adj. debt/equity (x) 0.1 0.1 0.1 0.1 0.0 

Valuation ratios           

EV/Net Sales (x) 2.8 2.7 2.6 2.4 2.2 

EV/EBITDA (x) 28.7 23.5 19.3 17.5 15.7 

P/E (x) 54.0 46.0 31.2 27.7 24.6 

P/BV (x) 2.8 2.8 2.7 2.5 2.3 

 
 
 
 
 



 
 

 

 

Recommendation Summary 
 

Dates Rating Target 

 

 7-Feb-2018 BUY 308 
    

    

    

    

    

    

    

    

    

    

    

    

Source: Bloomberg, Geojit Research       
 

   

Large Cap Stocks;  Mid Cap and Small Cap; 

 Buy  - Upside is above 10%. 
 Hold  - Upside is between 0% - 10%. 
 Reduce      - Downside is more than 0%. 

 

Buy  - Upside is above 15%. 
Accumulate - Upside is between 10% - 15%. 
Hold  - Upside is between 0% - 10%. 
Reduce/Sell - Downside is more than 0%. 
To satisfy regulatory requirements, we attribute 
‘Accumulate’ as Buy and ‘Reduce’ as Sell. 

The recommendations are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return basis. It is 
possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. 
For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. Please note that the stock always carries the risk of being 
upgraded to BUY or downgraded to a HOLD, REDUCE or SELL. 

 

Geojit Financial Services Limited has outsourced the preparation of this research report to DION Global Solutions Limited whose relevant disclosures are 

available hereunder. However, Geojit’s research desk has reviewed this report for any untrue statement of material fact or any false or misleading 

information. 

 

General Disclosures and Disclaimers 

CERTIFICATION 
 

I, Abhijit Kumar Das, employee of Dion Global Solutions Limited (Dion) is engaged in preparation of this report and hereby certify that all the views 

expressed in this research report (report) reflect my personal views about any or all of the subject issuer or securities.  

Disclaimer 

This report has been prepared by Dion and the report & its contents are the exclusive property of the Dion and the client cannot tamper with the report or 

its contents in any manner and the said report, shall in no case, be further distributed to any third party for commercial use, with or without consideration.  

Geojit Financial Services Limited has outsourced the assignment of preparation of this report to Dion.  

Recipient shall not further distribute the report to a third party for a commercial consideration as this report is being furnished to the recipient solely for the 

purpose of information.  

Dion has taken steps to ensure that facts in this report are based on reliable information but cannot testify, nor make any representation or warranty, express 

or implied, to the accuracy, contents or data contained within this report. It is hereby confirmed that wherever Dion has employed a rating system in this 

report, the rating system has been clearly defined including the time horizon and benchmarks on which the rating is based.   

Descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this report is not, and should not be 

construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments. Dion has not taken any steps to ensure that the 

securities referred to in this report are suitable for any particular investor. This report is not to be relied upon in substitution for the exercise of independent 

judgment. Opinions or estimates expressed are current opinions as of the original publication date appearing on this report and the information, including 

the opinions and estimates contained herein, are subject to change without notice. Dion is under no duty to update this report from time to time.  

Dion or its associates including employees engaged in preparation of this report and its directors do not take any responsibility, financial or otherwise, of 

the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the 

prices of securities, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.  

The investments or services contained or referred to in this report may not be suitable for all equally and it is recommended that an independent investment 

advisor be consulted. In addition, nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or 

strategy is suitable or appropriate to individual circumstances or otherwise constitutes a personal recommendation of Dion. 
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Geojit Financial Services Ltd. (formerly known as Geojit BNP Paribas Financial Services Ltd.), Registered Office: 34/659-P, Civil Line Road, Padivattom, 
Kochi-682024, Kerala, India. Phone: +91 484-2901000, Fax: +91 484-2979695, Website: geojit.com. For investor queries: customercare@geojit.com, For 
grievances: grievances@geojit.com, For compliance officer: compliance@geojit.com.  

Corporate Identity Number: L67120KL1994PLC008403, SEBI Regn.Nos.: NSE: INB/INF/INE231337230 I BSE:INB011337236 & INF011337237 | MSEI: 
INE261337230, INB261337233 & INF261337233, Research Entity SEBI Reg No: INH200000345, Investment Adviser SEBI Reg No: INA200002817, Portfolio 
Manager:INP000003203, NSDL: IN-DP-NSDL-24-97, CDSL: IN-DP-CDSL-648-2012, ARN Regn.Nos:0098, IRDA Corporate Agent (Composite) No.: CA0226. 
Research Entity SEBI Registration Number: INH200000345 

Dion is engaged in the business of developing software solutions for the global financial services industry across the entire transaction lifecycle and inter-

alia provides research and information services essential for business intelligence to global companies and financial institutions. Dion is listed on BSE 

Limited (BSE) and is also registered under the SEBI (Research Analyst) Regulations, 2014 (SEBI Regulations) as a Research Analyst vide Registration No. 

INH100002771. Dion’s activities were neither suspended nor has it defaulted with requirements under the Listing Agreement and / or SEBI (Listing 

Obligations and Disclosure Requirements) Regulations, 2015 with the BSE in the last five years. Dion has not been debarred from doing business by BSE / 

SEBI or any other authority.  

In the context of the SEBI Regulations, we affirm that we are a SEBI registered Research Analyst and in the course of our business, we issue research reports 

/research analysis etc that are prepared by our Research Analysts. We also affirm and undertake that no disciplinary action has been taken against us or our 

Analysts in connection with our business activities.   

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader 

before making an investment decision:  

1.  Disclosures regarding Ownership  

Dion confirms that: 

(i) It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein at the time of 

publication of this report. 

(ii) It/its associates have no actual / beneficial ownership of 1% or more securities of the subject company (ies) covered herein at the end of the 

month immediately preceding the date of publication of this report. 

Further, the Research Analyst confirms that: 

(i) He, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material conflict 

in the subject company at the time of publication of this report. 

(ii)   He, his associates and his relatives have no actual/beneficial ownership of 1% or more securities of the subject company (ies) covered herein at the 

end of the month immediately preceding the date of publication of this report.    

2.  Disclosures regarding Compensation:   

During the past 12 months, Dion or its Associates: 

(a) Have not managed or co-managed public offering of securities for the subject company (b) Have not received any compensation for investment banking 

or merchant banking or brokerage services from the subject company (c) May have received any compensation for products or services other than 

investment banking or merchant banking or brokerage services from the subject (d) Have not received any compensation or other benefits from the subject 

company or third party in connection with this report  

3.  Disclosure regarding the Research Analyst’s connection with the subject company: 

It is affirmed that I, Abhijit Kumar Das employed as Research Analyst by Dion and engaged in the preparation of this report have not served as an officer, 

director or employee of the subject company  

4.  Disclosure regarding Market Making activity: 

Neither Dion /its Research Analysts have engaged in market making activities for the subject company. 

Copyright in this report vests exclusively with Dion. 
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