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United Breweries Limited  

January 22, 2018 

Summary of rated instruments  

Instrument Previous Rated Amount  
(Rs. crore) 

Current Rated Amount 
(Rs. crore) 

Rating Action 

Term loan – Long Term 130.00 130.00 Upgraded to [ICRA]AA (Stable) 
from [ICRA]AA- (Stable) 

Fund based (inter-
changeable) facilities – Long 
Term 

600.00# 600.00# Upgraded to [ICRA]AA (Stable) 
from [ICRA]AA- (Stable) 

Non-fund based (inter-
changeable) facilities – Long 
Term 

150.00# 150.00# Upgraded to [ICRA]AA (Stable) 
from [ICRA]AA- (Stable) 

Fund based (inter-
changeable) facilities – Short 
Term 

600.00# 600.00# [ICRA]A1+; Reaffirmed 

Non-fund based (inter-
changeable) 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  
 
# 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 

Rating action  

ICRA has upgraded the long term rating outstanding  on the Rs.130.0 crore term loan facilities, the Rs.600.00 crore fund 

based inter-changeable facilities and the Rs.150.00 crore non-fund based inter-changeable facilities of United Breweries 

Limited (UBL/ the company) to [ICRA]AA (pronounced ICRA double A)1 from [ICRA]AA- (pronounced as ICRA double A 

minus). The outlook on the long term rating is Stable. ICRA has also reaffirmed the rating outstanding of [ICRA]A1+ 

(pronounced as ICRA A one plus) on the Rs.600.00 crore fund based inter-changeable facilities and the Rs.150.00 crore 

non-fund based inter-changeable facilities of UBL. ICRA has also reaffirmed the rating outstanding of [ICRA]A1+ 

(pronounced ICRA A one plus) on the Rs.500.00 crore Commercial Paper programme of the company.    

  

                                                                 

1 For complete rating scale and definitions, please refer ICRA’s website (www.icra.in) or other ICRA Rating Publications 

http://www.icra.in/
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Rationale  

The upward revision in long term rating factors sustained improvement in UBL’s financial profile characterized by healthy 

revenue growth of 13.4% during H1 FY2018, substantial improvement in its operating margins to 18.3% during H1 

FY2018 from 14.3% in FY2017 and its robust capitalization and coverage indicators (gearing of 0.2x, TD/OPBDITA of 0.5x) 

as on September 30, 2017. While revenue growth of the company during H1 FY2018 was supported by UBL’s gain in 

market share — reflected by the company’s volume growth of 11% as against industry volume growth of 5%, UBL’s 

margins improved on the back of price increases granted by the various state governments together with continued 

benefits of efficiency measures undertaken by the company. This was despite the implementation of GST from July 01, 

2017 which affected input costs for few items during Q2 FY2018, while the end product beer was kept out of the GST 

ambit. 

Heineken has maintained its shareholding of 43.72% in the company for the last four quarters, while the UB Group 

currently holds stake of 29.63%. Even while the UB group promoter Mr. Vijay Mallya has now ceased to be a part of the 

company’s board, given the significant UB group stake, the ongoing disputes between UB group promoters and certain 

financial institutions have to be monitored. ICRA notes that UBL has a demonstrated track record of operating 

independently from the UB group and as such, does not expect any adverse fallout for the company. Further, UBL has 

not extended any financial support to any of the UB Group entities. Any change in these however would lead to a review 

of the rating. 

The ratings take into account UBL’s sustained market leadership in the domestic beer industry with a share of 51% during 

FY2017 (as against 50% during FY2016), and its strong brand presence and extensive manufacturing and distribution 

network. The ratings also continue to factor UBL’s large scale of operations entailing benefits of scale economics and 

positive long-term demand outlook for beer in the domestic market. While highly regulated nature of the industry with 

extensive Government controls continue to restrict growth to an extent, the same acts as entry barriers for new players 

favoring incumbents such as UBL. Further, while the risk of unfavorable policy changes in key states exits, ICRA believes 

that UBL’s geographically diversified presence across states mitigates the risk to some extent. The  ratings also consider 

the increase in competition with international beer majors expanding their presence in the domestic market. 

Going forward, UBL has outlined capital expenditure requirements in the range of Rs.250-300 crore per annum over the 

next two - three years. Though the stated capital expenditure is expected to be funded through mix of internal accruals 

and debt, ICRA expects UBL’s capital structure and coverage metrics to remain healthy aided by healthy margins and 

consequent accretion to reserves.    

Outlook: Stable  

ICRA believes UBL’s market position will continue to benefit from its strong brand equity; and robust manufacturing & 

distribution network across the country. 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 cash accrual is 

lower than expected, or if any major debt-funded capital expenditure weakens the liquidity and debt indicators of the 

company. 
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Key rating drivers  

Credit strengths 

Strong market position supported by robust manufacturing and distribution infrastructure – UBL has a long track 

record in the industry as the market leader with market share of over 51% during FY2017. This is supported by the 

company’s strong brand name and extensive manufacturing and distribution network; UBL has pan-India manufacturing 

presence with 21 owned facilities and nine contract brewing arrangements and has presence in more than 95% of all the 

alcobev stores in the country 

Robust financial profile – While the company’s revenues grew by about 13.4% during H1 FY2018, the operating margins 

improved on the back of price increases granted by the various state governments together with continued benefits of 

efficiency measures undertaken by the company. UBL’s debt protection metrics remain strong backed by low gearing, 

and TD/OPBDITA; and healthy interest cover (0.2x, 0.5x and 20.1x respectively) as on September 30, 2017. 43.72% stake 

with Heineken, a global beer major, provides further comfort on financial flexibility 

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

and taxes restrict growth to a certain extent; the same creates entry barriers for new players thereby favoring 

incumbents such as UBL. 

Favourable demand outlook – Long term demand outlook for beer in the domestic market remains positive with 

favourable demographics, rising disposable incomes and urbanization expected to drive growth of the Indian beer 

industry. 

Credit challenges 

Highly regulated nature of the industry – Extensive government controls, ban on advertising, varying tax structures from 

state-to-state pose challenges and restrict growth of the industry; demonetization and de-stocking on account of the 

highway ban from April 1, 2017 affected the volumes of both the company and industry during FY2017 and H1 FY2018.  

State-specific events are likely to impact overall financials of the company – Even while UBL continues to maintain 

strong foothold in high-margin states, state-specific events continue to impact the overall performance of the company; 

volumes and margins during Q3 FY2018 are expected to be affected with minimal sales in Maharashtra on account of 

uncertainty in the excise duty structure during October to December 2017.  

Increasing competitive intensity – Expansion plans and improving market share of some international majors in the 

Indian beer market is expected to increase competition in the premium and mainstream segments for the company. 

However, strong market share and consequent scale of economies are expected to benefit UBL. 

Weak financial profile of other key entities in the UB Group – While UBL’s demonstrated track record of operating 

independent of the group provides comfort, the ongoing disputes between UB group Promoters and certain financial 

institutions have to be monitored. 

Analytical approach: For arriving at the ratings, ICRA has applied its rating methodologies as indicated below. 

Links to applicable criteria:   

Corporate Credit Rating Methodology 

https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
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About the company: 

UBL is engaged in the manufacturing, marketing and distribution of beer. UBL continued to remain the market leader 

with a share of 51% of the Indian beer market during FY2017. The company markets its products under various brands, 

including some 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. The company also locally brews 

Heineken in some of the major markets. The company currently owns 21 breweries and has nine contract brewing 

arrangements. UBL is a joint venture between UB Group and Heineken with former holding 29.63% stake and the latter 

holding 43.72% stake.  

Key financial indicators (audited) 

 
FY 2016 FY 2017 

Operating Income (Rs. crore)       4,840.8        4,760.3  
PAT (Rs. crore)           298.7            229.9  
OPBDIT/ OI (%) 15.5% 14.3% 
RoCE (%) 19.4% 14.2% 
   
Total Debt/ TNW (times)                0.4                 0.3  
Total Debt/ OPBDIT (times)                1.1                 0.9  
Interest coverage (times)                9.2              11.6  
NWC/ OI (%) 22.6% 23.0% 

Source: United Breweries Limited 

Status of non-cooperation with previous CRA: Not applicable 

Any other information: None 
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Rating history for last three years: 
 
 

Instrument  

Current Rating (FY2018) 
Chronology of Rating History for the 
past 3 years 

Type  

Amount 
Rated  
(Rs. crore)  

Amount 
Outstanding 
as on March 
31, 2017 

 (Rs Crore) 

Date  & 
Rating  

Date & 
Rating in 
FY2017 

Date & 
Rating in 
FY2016 

Date & 
Rating in 
FY2015 

Jan 2018 Jan 2017 Nov 2016 Dec 2015 

1 Term Loan   Long Term 130.00 382.10 

[ICRA]AA 
(Stable) 

[ICRA]AA- 
(Stable) - - 

2 Fund-based 
 Long Term / 
Short Term 600.00 211.90 

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

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

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

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

4 

Commercial 
Paper  Short Term 500.00 100.00 [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 

  

http://www.icra.in/
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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 FY2020 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 
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+91 22 6114 3408 
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Pavethra Ponniah  
+91 44 4596 4300 
pavethrap@icraindia.com  

 
Mythri Macherla 
+91 80 4332 6407 
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RELATIONSHIP CONTACT 

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

 

 
 

MEDIA AND PUBLIC RELATIONS CONTACT 

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

 

 

Helpline for business queries:  

+91-124-2866928 (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:jayantac@icraindia.com
http://www.icra.in/
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Website: www.icra.in 
 

Registered Office 
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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,  
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Ahmedabad + (91 79) 2658 4924/5049/2008 
Hyderabad + (91 40) 2373 5061/7251 
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