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August 23, 2019 

United Breweries Limited: Ratings reaffirmed 

Summary of rating action  

Instrument* 
Previously Rated 
Amount 
(Rs. crore) 

Current Rated 
Amount 
(Rs. crore) 

Rating Action 

Term Loan – Long Term 130.00 130.00 [ICRA]AA+ (Stable); Reaffirmed 
Fund-based (interchangeable) Facilities – 
Long Term 600.00# 600.00# [ICRA]AA+ (Stable); Reaffirmed 
Non-fund Based (interchangeable) Facilities 
– Long Term 150.00# 150.00# [ICRA]AA+ (Stable); Reaffirmed 
Fund-based (interchangeable) Facilities – 
Short Term 600.00# 600.00# [ICRA]A1+; Reaffirmed 
Non-fund Based (interchangeable) Facilities 
– Short Term 150.00# 150.00# [ICRA]A1+; Reaffirmed 
Commercial Paper – Short Term 500.00 500.00 [ICRA]A1+; Reaffirmed 
Total  1,380.00 1,380.00 

 *Instrument details provided in Annexure-I  

#The Rs.600.00 crore fund based facilities and the Rs.150.00 crore non-fund based facilities may be utilized either as long-term or as 

short-term facilities. Total amount rated by ICRA is Rs. 1,380.00 crore 

Rationale  

The rating reaffirmation factors in United Breweries Limited’s (UBL) strong market position in the domestic beer industry 

supported by its widespread distribution and manufacturing network across the country. The ratings also favourably 

factor in the improvement in UBL’s financial profile, characterised by an increase in operating margins to 17.8% in 

FY2019 (16.2% in FY2018), robust debt metrics (gearing of 0.1x, TD/OPBDITA of 0.2x and interest coverage of 36.9x as on 

March 31, 2019) and healthy RoCE levels (30% in FY2019 compared to 22.8% in FY2018). UBL is also estimated to have 

gained market share in FY2019, aided by its above-industry volume growth of 13% (industry volume growth of 8%). 

Healthy revenue growth of 15.2%, superior brand/state mix, in addition to an improvement in the operating leverage 

and reduction in debt levels, contributed to an improvement in the margins and led to strong debt metrics in FY2019.  

The company operates in a highly regulated industry with state-specific policies, which continue to impact industry 

volumes in some markets. Further, a recent increase in the cost of raw materials such as glass and barley is expected to 

impact UBL’s margins in FY2020. Even though UBL commands a strong share in the domestic market, the presence of 

other large international players continues to impact the overall competitive scenario in the industry. Going forward, UBL 

has outlined significant capital expenditure of ~Rs. 1,200 crore between FY2020 and FY2022, with the same expected to 

be funded entirely through the company’s robust internal accruals.  

ICRA notes that Heineken NV (rated Moody’s Baa1 / Stable / P-2) increased its shareholding in UBL to 46.53% in March 

2019 from 43.73% while the UB Group’s shareholding declined to 11.2% with the Enforcement Directorate cumulatively 

attaching 16.15% of the shares of the company. Even though the UB Group’s promoter, Mr. Vijay Mallya, has ceased to 

be a part of the company’s board, the ongoing disputes between the UB Group’s promoters and certain financial 
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institutions have to be monitored, given the UB Group’s stake. However, ICRA notes that UBL has been operating 

independently, supported by its board of directors, and does not expect any adverse fallout for the company on account 

of the UB Group’s stake in the company. Further, UBL has not extended any financial support to any UB Group entities. 

Any change in this, however, would lead to a review of the rating. 

Outlook: Stable 

ICRA believes UBL’s strong market position and robust manufacturing & distribution network across the country will 

continue to aid its growth. This, in addition to UBL’s presence across states, is expected to mitigate the regulatory risks 

faced by the industry to a certain extent. The outlook may be revised to Positive if substantial growth in revenue and 

profitability strengthens the financial risk profile. The outlook may be revised to Negative if the cash accruals are lower 

than expected or if a major debt drawdown for capital expenditure weakens UBL’s liquidity and debt indicators. 

Key rating drivers 

Credit strengths 

 

Strong market position supported by robust manufacturing & distribution network – UBL has a long track record in the 

Indian alcobev industry and is the market leader with a share of over 50% over the last 10 years. This has been aided by 

the company’s strong brand equity and extensive manufacturing and distribution network – UBL has a pan-India 

manufacturing presence with 21 owned facilities and nine contract brewing arrangements and a presence in more than 

95% of the alcobev stores in the country. 

Improvement in financial profile – UBL’s operating margins improved to 17.8% in FY2019 (16.2% in FY2018) aided by 

healthy volume growth of 13% (compared to industry volume growth of 8%), superior brand/state mix, in addition to 

improving operating leverage. The company’s debt metrics (gearing of 0.1x, TD/OPBDITA of 0.2x and interest coverage of 

36.9x as on March 31, 2019) remained robust on the back of a reduction in debt (despite significant capex of Rs. 436.9 

crore) in FY2019. Further, UBL’s parentage, with a 46.53% stake held by Heineken, a global beer major, provides further 

comfort and financial flexibility. 

High entry barriers – While the highly regulated nature of the industry with extensive Government controls on 

advertising and taxes restricts growth to a certain extent, the same creates entry barriers for new players, thereby 

favouring incumbents such as UBL. 

Favourable demand outlook – The long-term demand outlook for beer in the domestic market remains positive with 

favourable demographics, rising disposable incomes and urbanisation expected to drive the Indian beer industry’s 

growth. This is also supported by the relatively lower per capita consumption of beer in the country, compared to several 

other Asian countries. 

Credit challenges 

Highly regulated nature of industry and state-specific events continue to impact industry volumes – Extensive 

Government controls, ban on advertising, and the varying tax structures in different states pose challenges that restrict 

the growth of the industry. Excise duty hikes in Maharashtra and West Bengal in H2 FY2018 impacted the overall industry 

volumes in FY2019. The excise duty hike in Karnataka (a relatively high-margin state) in Q4 FY2019 is expected to affect 
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industry volumes, to a certain extent, in FY2020. However, ICRA believes that UBL’s geographically diversified presence 

across states mitigates such risks to some extent. That said, UBL’s volumes will remain vulnerable to regulatory events 

such as demonetisation and the highway ban, which affected the volumes of the company as well as the industry in 

FY2017 and to some extent in FY2018.  

Exposure to input cost volatility; rising raw material costs expected to impact margins in FY2020 – The recent increase 

in the cost of key inputs such as glass and barley (which the company may not be able to pass on to the customers 

immediately) is expected to impact UBL’s margins in FY2020. Further, new product launches such as Storm and Amstel 

will lead to a higher proportion of new bottles, which is expected to increase raw material costs over the next two years. 

Increasing competition and options available to the consumer – The expansion plans and significant market share of 

some international majors in the Indian beer market are expected to increase competition in the premium and 

mainstream segments for the company. Further, a spike in the number of microbreweries and craft beer brands across 

major metros is increasing the overall basket of beer options available to the consumer. However, UBL’s strong market 

share and consequent scale of economies are expected to continue supporting its business prospects. 

Potential impact of ongoing disputes between promoters in UB Group – While UBL has been operating independent of 

the UB Group over the past several years, the ongoing disputes between the UB Group’s promoters and certain financial 

institutions have to be monitored. 

Liquidity position 
The company’s liquidity has remained strong with a cash balance of Rs. 46.2 crore as on March 31, 2019 in addition to 

minimal (4.2%) utilisation levels of its Rs. 1,000-crore fund-based limits during the 12-month period ending June 30, 

2019. Despite the relatively high capital expenditure of Rs. 436.9 crore, UBL’s overall debt levels reduced in FY2019 with 

the closing of the long-term debt of Rs. 205.5 crore as on March 31, 2019. While Rs. 130.1 crore of the same is to be 

repaid in FY2020, Rs. 75.1 crore is to be repaid in FY2021. This is comfortable, given the company’s strong cash accruals.  

Going forward, UBL is expected to incur capital expenditure of ~Rs. 1,200 crore during FY2020 to FY2022 towards 

maintenance and capacity augmentation (if required, depending on demand trends) of its breweries. ICRA expects the 

same to be funded entirely through internal accruals. However, if the capex exceeds estimates, the company’s healthy 

financial flexibility will support any incremental borrowings at competitive interest rates, in line with past trends. 

Analytical approach  

Analytical Approach Comments 

Applicable Rating Methodologies Corporate Credit Rating Methodology  

Parent/Group Support NA  

Consolidation/Standalone The ratings are based on the consolidated credit profile of the company 

About the company  

UBL manufactures, markets and distributes beer. It remained the market leader with a share of over 50% of the Indian 

beer market in FY2019. The company markets its products under various brands, including popular brands like Kingfisher 

Ultra, Kingfisher Premium, Kingfisher Strong, Kingfisher Storm, UB Export Lager, London Pilsner, Kalyani Black Label 

Premium and Kalyani Black Label Strong. It also brews Heineken locally in some of the major markets. The company 

currently owns 21 breweries and has nine contract brewing arrangements. UBL is a joint venture between the UB Group 

and Heineken with the former holding a stake of 11.2% and the latter holding 46.53% as on June 30, 2019.  

https://www.icra.in/Rating/ShowMethodologyReport/?id=602
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Key financial indicators 

Parameter FY2018 
FY2019 

Operating Income (Rs. crore) 5,619.0 6,475.4 

PAT (Rs. crore) 394.6 563.3 

OPBDIT/ OI (%) 16.2% 17.8% 

RoCE (%) 22.8% 30.0% 

   

Total Debt/ TNW (times) 0.1 0.1 

Total Debt/ OPBDIT (times) 0.3 0.2 

Interest Coverage (times) 19.1 36.9 
Source: Company, ICRA research; OPBDITA: Operating profit before depreciation, interest and taxes; PAT: Profit after tax; RoCE: Return on capital 
employed; TNW: Tangible net worth 
 

Status of non-cooperation with previous CRA: Not applicable 

Any other information: None 

Rating history for last three years 

 

Instrument  

Current Rating (FY2020) Chronology of Rating History for the Past 3 Years 

Type  

Amount 
Rated  
(Rs. 
crore)  

Amount 
O/S as 
on 
March 
31, 
2018 
 (Rs. 
crore) 

Date &  
Rating 

Date & 
Rating  
FY2019 

Date & 
Rating in 
FY2018 

Date & 
Rating in FY2017 

Aug 
2019 

Jul 
2018 

Jan 
2018 

Jan  
2017 

Nov  
2016 

1 Term Loan Long Term 130.00 205.5 
[ICRA]AA+ 
(Stable) 

[ICRA]AA+ 
(Stable) 

[ICRA]AA 
(Stable) 

[ICRA]AA- 
(Stable) - 

2 Fund Based 
Long Term / 
Short Term 600.00 6.0 

[ICRA]AA+ 
(Stable)/ 
[ICRA]A1+ 

[ICRA]AA+ 
(Stable)/ 
[ICRA]A1+ 

[ICRA]AA 
(Stable)/ 
[ICRA]A1+ 

[ICRA]AA- 
(Stable)/ 
[ICRA]A1+ 

[ICRA]AA- 
(Stable)/ 
[ICRA]A1+ 

3 
Non-fund 
Based 

Long Term / 
Short Term 150.00 - 

[ICRA]AA+ 
(Stable)/ 
[ICRA]A1+ 

[ICRA]AA+ 
(Stable)/ 
[ICRA]A1+ 

[ICRA]AA 
(Stable)/ 
[ICRA]A1+ 

[ICRA]AA- 
(Stable)/ 
[ICRA]A1+ 

[ICRA]AA- 
(Stable)/ 
[ICRA]A1+ 

4 
Commercial 
Paper Short Term 500.00 - [ICRA]A1+ [ICRA]A1+ [ICRA]A1+ [ICRA]A1+ [ICRA]A1+ 

Complexity level of the rated instrument  

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". The 

classification of instruments according to their complexity levels is available on the website www.icra.in 

  

https://www.icra.in/Rating/ShowRatingPolicyReport/?id=1&type=new
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Annexure-1: Instrument details 

ISIN No Instrument Name 

Date of 
Issuance / 
Sanction 

Coupon 
Rate 

Maturity 
Date 

Amount 
Rated 
(Rs. crore) 

Current Rating 
and Outlook 

NA Term Loans 2016 NA FY2021 130.00 [ICRA]AA+ (Stable) 

NA Fund Based 2013 NA NA 600.00 
[ICRA]AA+ (Stable)/ 
[ICRA]A1+ 

NA Non-fund Based 2013 NA NA 150.00 
[ICRA]AA+ (Stable)/ 
[ICRA]A1+ 

NA Commercial Paper -  7-365 days 500.00 [ICRA]A1+ 
Source: United Breweries Limited 

Annexure-2: List of entities considered for consolidated analysis  

Company Name Ownership Consolidation Approach 

Maltex Malsters Limited 51.00% Full Consolidation 
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ANALYST CONTACTS 

Subrata Ray 
+91 22 6114 3408 
subrata@icraindia.com 

Pavethra Ponniah 
+91 44 4596 4314 
pavethrap@icraindia.com 

 
Mythri Macherla 
+91 80 4332 6407 
mythri.macherla@icraindia.com 
 

 

RELATIONSHIP CONTACT 

Jayanta Chatterjee 
+91 80 4332 6401 
jayantac@icraindia.com 
 

 

 

MEDIA AND PUBLIC RELATIONS CONTACT 

Ms. Naznin Prodhani 
Tel: +91 124 4545 860 
communications@icraindia.com   

 

 

Helpline for business queries:  

+91-9354738909 (open Monday to Friday, from 9:30 am to 6 pm) 

info@icraindia.com 

 

 

About ICRA Limited: 

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services 

companies as an independent and professional investment Information and Credit Rating Agency. 

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited 

Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit 

Rating Agency Moody’s Investors Service is ICRA’s largest shareholder. 

For more information, visit www.icra.in  

  

mailto:subrata@icraindia.com
mailto:pavethrap@icraindia.com
mailto:jayantac@icraindia.com
http://www.icra.in/
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ICRA Limited 

Corporate Office 
Building No. 8, 2nd Floor, Tower A; DLF Cyber City, Phase II; Gurgaon 122 002 
Tel: +91 124 4545300 
Email: info@icraindia.com 
Website: www.icra.in 
 

Registered Office 
1105, Kailash Building, 11th Floor; 26 Kasturba Gandhi Marg; New Delhi 110001 
Tel: +91 11 23357940-50 
 

Branches  

Mumbai + (91 22) 24331046/53/62/74/86/87 

Chennai + (91 44) 2434 0043/9659/8080, 2433 0724/ 3293/3294,  
Kolkata + (91 33) 2287 8839 /2287 6617/ 2283 1411/ 2280 0008,  
Bangalore + (91 80) 2559 7401/4049 

Ahmedabad + (91 79) 2658 4924/5049/2008 

Hyderabad + (91 40) 2373 5061/7251 

Pune + (91 20) 2556 0194/ 6606 9999 
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