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Tata Global Beverages Ltd. (TGBL) Price



Price Target



Growing beyond tea; initiate with BUY



Rs. 132



Rs. 183



We initiate coverage on Tata Global Beverages Ltd with a BUY rating and a price target of Rs.183 implying 39% upside. We expect TGBL to drive its revenue/ earnings CAGR at 6%/30% respectively over FY15FY18e. We expect TGBL to grow faster on the back of changing product mix, product innovations as per consumers choice, increasing revenue contributions from coffee and, and increasing high margin premium product.



Bloomberg Code



Share Holding (%)



As on 30th September 2015



Promoters



34.4



FII



12.53



DIIs



19.92



Stock Data Nifty



7,613



Sensex



25,036



52 week high/low



168/109



Maket Cap (Rs. bn)
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Firming up coffee and water business: the Company has growing interests in other business like coffee and water. Coffee and water accounts for 25% and 1% in total revenue contribution respectively. Coffee segment contribution has increased from 20% in FY12 to 25% in FY15 due to growing consumption in India(growing at 20%p.a) as well as around the world. We believe, growing coffee consumption in India and around the world would fuel the demand for coffee which will have positive impact on the revenue growth. We expect, the contribution from coffee and water will grow at a CAGR of 8.3%/17% over FY15-18e respectively and the coffee business contribution will reach from 25% to 27% and water will reach to 2% as against 1% by FY18e.



Reuters Code TAGL.NS



Jan-15



Increasing network of Starbuck outlet to make strong footprint in premium segment: TGBL has a joint venture with the US-based coffee chain Starbucks and currently it has a network of 76 Starbucks stores across 6 cities — Mumbai, Delhi, Bengaluru, Chennai, Pune and Hyderabad in India. The store count of the Company is growing and added 26 stores from 2012 to 2015. We expect, that Company would reach more than 100 stores count in next 2-3 years. Average sales per day of Starbucks is higher than the other competitors on the back of premium service, differentiated and customized products.



39%
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Growth to be maintained with a portfolio of vital brands in Tea: TGBL has maintained new and innovative flavors across product offerings. Which helped drive revenues for the company. Tea accounts for 74% in total revenue & recorded growth a CAGR of ~6.6% in FY11-15. We expect, tea revenues to grow at a CAGR ~5% in FY15-18E led by wide product portfolio, premiumization, health and wellness trends combined with changing consumer behavior. TGBL’s growing tea market share backed by strong demand in domestic tea market as Indian tea brand sales contribution increased from 29% in FY11 to 36% in FY15. We expect India would be the highest contributor in total revenue with a contribution of ~44%, followed by the US & Canada at ~24%, the UK at 14% and ~19% from other geographies.



Up/Down (%)



BSE Sensex



Source:-Bloomberg



Valuation: At CMP Rs.132, the stock is trading at around 22x FY15 PE. We expect that Company’s revenue/ EBITDA to grow at ~6%/~10% CAGR respectively over FY15-FY18e. We initiate coverage on Tata Global Beverages Ltd. with BUY rating & have valued the stock at 21x FY18e PE with target price Rs.183 (39% upside). Exhibit 1: Financial summary (Rs.mn) Year end: March Net sales Growth (%) Operating margin (%) PAT Adjusted PAT EPS (Rs) P/E(x) ROE (%) ROCE (%) Debt/equity (x)



FY14 77376 5.3 9.7 4805 3918 6.3 20.8 7.4 5.9 0.2



FY15 79934 3.3 9.7 2478 3778 6.1 21.6 6.7 5.2 0.2



FY16e 83291 4.2 10.4 4333 4333 7.0 18.8 7.6 5.9 0.2



FY17e 87955 5.6 10.5 4653 4653 7.5 17.5 7.8 6.1 0.2



FY18e 94112 7.0 11.1 5395 5395 8.7 15.1 9.0 6.9 0.2



Source: Company, BOBCAPSe
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Industry Outlook



India is the 2nd largest producer, 2nd largest consumer and 4th largest exporter of tea with a 23% share in global production, a 12% share in world



Tea IndustryTea is globally one of the most popular beverages with major production centers in India, China, Kenya, Sri Lanka, Turkey & Vietnam. The tea industry is one of the oldest organized industries in India with a large network of tea producers, retailers, distributors, auctioneers, exporters and packers. Tea is the 2nd most widely consumed beverage worldwide, in 2014, global tea production amounted to about 5.03 million metric tons. China, India, Kenya, Sri Lanka, and Indonesia ranged among the main tea producers in 2014, based on production volume. China produced about 40% of total tea production with 1.98 MN metric tons that year. India is the 2nd largest producer, 2nd largest consumer and 4th largest exporter of tea with a 23% share in global production, a 12% share in world tea exports and a per capita consumption of about 725 grams (2013-14 figures). India exports its Tea to more than 60 countries globally with Russia, UK, CIS countries, UAE and Iran being major markets. Asia-Pacific dominates the global market and accounts for 40% of the total demand in the tea market. The maximum production of tea and the largest areas under tea plantation belong to India and China respectively. Key Markets: During 2014–15, India exported 199 MN kg of tea. CIS countries are the largest importers of Indian tea. In 2014–15, CIS countries’ share of India tea exports was at 22.4%, followed by Iran, the US, the UK, the UAE, and Germany was around 12.5%, 9.1%, 8.8%, 7% and 5.6%, respectively.



India is 6th largest producer of the coffee, and exports more than 80% of its coffee presently with a rising domestic demand at 7%p.a



Coffee IndustryIndia’s coffee industry can trace its roots back to the 18th century. The southern states, such as Karnataka, Kerala and Tamilnadu have subsequently grown to become the most dominant coffee producers in India. The two main varieties of coffee viz., Arabica and Robusta are grown in India. Arabica is mild coffee, but the beans being more aromatic, it has higher market value compared to Robusta beans. India is 6th largest producer of the coffee in the world, accounting for over 4% of world coffee production, India has created a niche for its Coffee in the international market especially in Europe. India exports more than 80% of its coffee presently but a rising domestic demand at 7%p.a may change this scenario completely over the next decade. According to International Coffee Organization (ICO) the Asia pacific region will register a high growth in consumption of coffee in the years to come and will constitute almost 50% of global coffee consumption by 2020. Globally, Coffee is also getting very popular in countries like Russia & China fueling demand for this commodity. The global production for 2014 is estimated at 142 MN bags and consumption at 149mn bags. Over 2.25bn cups of coffee are consumed in the world every day. Total consumption grew at the rate of 1.5% in the year 2014. The strongest growth over this time (between 2011 and 2014) has been found in emerging markets, averaging 4.6% since 2011, with particularly strong demand in Russia, South Korea, Algeria and Turkey. The consumption in the exporting countries continues to increase significantly. The total consumption grew at the rate of 2.7% in the year 2014-15. In terms of the geographical distribution of coffee consumption, Africa and Asia have been recording the most dynamic growth, of 5% and 4.5%, respectively, although they account for only 7% and 19% of the world total consumption. The Coffee Board of India has estimated consumption in India to be around 125,000 tonnes for 2013. Domestic consumption is growing at a rate of 5-6 per cent annually since 2010. Key Markets and Export Destinations  The country accounts for 3.9% of the global coffee production. The Arabica and Robusta



varieties accounted for 30%(98,000 MT) and 70%(229,000 MT) of India’s overall coffee production, respectively, in 2014–15.
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 Of the total coffee produced in India,~70% is exported and~30% is consumed domestically. In



2014, overall coffee consumption in India was 115.02mn kg.  In 2014–15, India's coffee export volume was 286,545metric tones and value was US$810mn.



Key drivers of future demand for tea and coffee in India: Volume Growth



Premiumization



Rising incomes & middle class growth



Emerging café culture



Strong growth remains in traditional tea driven marketIndia is the 2nd largest producer of tea and one of the largest consumer and consume ~25% of the tea produced worldwide. The all-India per capita tea consumption is 0.8 kg while it is 1.5 kg in Kerala. The value of the domestic tea market is estimated at Rs.150-200 bn. The trend towards health awareness would further drive growth for new product like green tea, fruit flavor/herbal tea in the next 5 years, which will drive industry demand. The number of coffee retail chains in India is likely to go up to 5000 by the end of 2017. Coffee consumption in India has increased by a 40% to 90 grams over the last decade



Rising young and working population moving towards western culture By 2020, India is set to become the world’s youngest country with 64% of its population in the working age group. Key drive which has given a boost to the Indian coffee retail market is the increase in café culture, increasing westernization and increased disposable income. The number of coffee retail chains in India is likely to go up to 5000 by the end of 2017. Per capita coffee consumption in India has increased by a 40% to 90 grams over the last decade however, is still below the European average of 4 kg a person a year. Exhibit 2: Top 10 largest hot drinks market by value and growth 2014 Country
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Exhibit 3: Top 10 largest hot drinks market by value and growth 2014
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There is potential to increase this in the next few years. Now, the Indian middle class consumers in metropolitan city as well as Tier II and III cities are ready to spend more on global lifestyle and culture. This trend will drive the café culture in India.
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Increasing premiumizationThe fast-growing domestic market driven by rising consumer incomes, rapid urbanization, product innovations, promotions, branding, and technology has caused tremendous growth and change in demand patterns for Indian cafe chains as well.
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Investment rationale TGBL’s growing tea market is backed by strong demand in domestic tea market as the company’s Indian tea brand sales contribution increased from 29% in FY11 to 36% in FY15.



Growth to be maintained with a wide portfolio of vital brands in Tea TGBL has maintained new and innovative flavors across product offerings. Which helped drive revenues for the company. Tea accounts for 74% in total revenue & recorded growth a CAGR of ~6.6% in FY11-15. We expect, tea revenues to grow at a CAGR ~5% in FY15-18E led by wide product portfolio, premiumization, health and wellness trends combined with changing consumer behavior. We believe, TGBL is poised for robust growth in India as well as in global market going forward. The tea market would continue to move toward premiumisation, as tea drinkers become more focused on quality and bold flavors like herbal & fruit flavor. TGBL continues to strengthen its focus on the green tea category. Currently, the company has green tea brands in its portfolio across consumer segments in India, namely Tetley Green Tea and Tata Tea Acti Green. We expect, Tata tea’s to continue as a market leader in domestic market. Brand Wise Sales (FY15) Others & speciality brands, 16%



Brand Wise Sales (FY15) Tetley, 34%



Indian Tea Brands, 29%



Eight O'clock, 14% Indian Tea Brands, 36%



Source: Company, BOBCAPSe



Tetley is the world's 2nd largest manufacturer and distributor of tea and largest tea company in the UK & Canada and the 2nd largest in the US by volume.



Tetley, 39%



Eight O'clock, 17%



Others & speciality brands, 15%



Source: Company, BOBCAPSe



In the UK, niche for high-quality products with exclusive flavor is driving growth. As demand for black tea is declining due to increasing healthy life style. The company launched a range of Tetley Super Green Teas in various flavors to tap growing green tea market. Tetley is the world's 2nd largest manufacturer and distributor of tea. It is a largest tea company in the UK and the 2nd largest in the US & Canada by volume. It is a wholly owned subsidiary of Tata Global Beverages. In the UK, Tetley is the brand leader in decaffeinated tea, and Tetley Green is the fastest-growing green tea brand. Tea market is taking shape in the US & Canada mainly due to increasing popularity of green tea. Tetley is the 2nd biggest-selling tea brand in the US and the leading player in tea, with a 31% share of retail value sales in 2014 in. We expect, tea would be continued to create opportunities for growth as green tea and fruit/herbal tea enjoyed greater demand. According to geographic break-up of revenues, we expect India would be the highest contributor in total revenue with a contribution of ~44%, followed by the US & Canada at ~24%, the UK at 14% and ~18% from Australia, Czech Republic, Poland, Russia and South Africa. Therefore, we expect tea revenues across geographies would grow at a faster pace supported by increasing consumption of tea such as green tea is considered as a healthy energy alternative, sophisticated & new flavors launches and premium positioned packaging. Increasing network of Starbucks outlet to make strong footprint in premium segment: TGBL has a joint venture with the US-based coffee chain Starbucks and currently it has a network of 76 Starbucks stores across 6 cities — Mumbai, Delhi, Bengaluru, Chennai, Pune and Hyderabad in India. Starbucks has emerged as an aspirational brand in India and also has a big presence globally. The store count of the Company is growing and has added 26 stores from 2012 to 2015. Average sales per day of Starbucks is highest than the other competitors on account of premium service and differentiated products.
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Exhibit 4: Peer Group comparison Brand Starbucks Dunkin Donuts Coffee Day Barista Costa Coffee



Avg. Cost/ person (Rs.) 175-200 150-175 125-150 150-175 170-190



Sales/day (Rs. (‘000) 60-65 45-50 15-20 15-20 21-25



Food sale (%) 47 72 39 32 35



Beverages sale (%) 53 28 61 68 65



Source: Coffee Day RHP, BOBCAPS



The company’s all stores of Starbucks are profitable and have intend to add more stores going forward



The company’s all stores of Starbucks are profitable and have intend to add more stores going forward at a same pace on strategically identified locations to make strong footprint in premium segment. We expect, that Company would reach more than 100 stores count in next 2-3 years. We believe, Starbucks is in a better position to capture the benefits of rising middle class income levels, the Company’s global recognized brand and heritage in coffee, comfortable store environment for socialization and globally standardized service would fuel the average sales per day. We expect, increasing Starbucks presence would drive the growth of TGBL. Strategic alliances: To further drive business The Company has done strategic alliance with several global brand to become global beverage company. Around 250mn servings of beverages are consumed every day across the world. The Company has a strong portfolio of brands which includes various brands in different-2 like tea, coffee and water.  For Tea: TGBL tea under the major brands Tata Tea, Tetley, Good Earth Teas and JEMCA.



Tata Tea is the biggest-selling tea brand in India, Tetley is the biggest-selling tea brand in Canada and the second biggest-selling in the United Kingdom and the United States and JEMCA is the biggest-selling tea brand in the Czech Republic.  For Coffee: The Company entered in premium beverages segment in India through the joint



venture with Starbucks. And also Tata Coffee sources and roasts coffee to supply to Tata Starbucks Limited and to export to Starbucks Coffee Company. The company presented in the high-growth segment 'single-serve' business in the USA through an agreement with Green Mountain Coffee Roasters’ Keurig single-serve machines for Eight O'Clock Coffee and other brands are like MAP Coffee (in Australia), and Grand Coffee.  For others: The Company has a joint venture with PepsiCo named Nourish Co (Nourish Co



produces and markets Tata Water Plus which is India’s 1 st nutrient water) and Tata Gluco Plus (glucose-based flavoured drink). Himalayan water is also marketed and distributed through Nourish Co.  The increasing contribution of the other business has improved margins of the company.



Coffee’s revenue grew at a CAGR of 7.7% whereas tea’s revenue grew at a CAGR of 6.6% over FY11-15. We expect coffee’s contribution would increase to ~27% by FY18e, from current contribution ~25%, which will drive the margins growth going ahead. We believe, changing TGBL’s revenue mix will improve margins of the Company.



Firming up coffee and water businessDomestic per capita consumption of coffee is at 90 gm p.a., with a growth rate of ~7%.
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The Company is the 2nd largest player in the world in beverages segment with the brand presence in over 40 countries. Now, the Company has growing interests in other business segments like coffee and water. Coffee and water accounts for 25% and 1% in total revenue contribution respectively. Coffee segment contribution has increased from 20% in FY12 to 25% in FY15 due to growing consumption in India as well as around the world. Domestic per capita consumption of coffee is at 90g a year and rising domestic demand at 7% annually may change this scenario completely over the next decade. If the consumption goes up to 270g per person a year, the country will turn a net importer the next decade.
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According to International Coffee Organization (ICO) the Asia pacific region will register a high growth in consumption of coffee in the years to come and will constitute almost 50% of global coffee consumption by 2020. Globally, Coffee is also getting very popular in countries like Russia & China fueling demand. We believe, growing coffee consumption in India and around the world would fuel the demand for coffee which will positively impact to the revenue growth. We expect, the contribution from coffee and water will grow at a CAGR of 8.3%/17% over FY15-18e respectively and the coffee business contribution will reach from 25% to 27% and water will reach to 2% as against 1% by FY18e. TGBL is crafting its products and adding new flavor as per consumer preference to drive the market.



The global market for RTD tea and coffee is likely to reach $125bn by 2017 with a growth rate of 11p.a%.



Creating Unique Blends of tea to drive market The buying habits of consumer preference have changed over the last 10 years and will continue to evolve further across geographies. TGBL is crafting its products and adding new flavor as per consumer preference to drive the market. The market for green tea comprises 27% of the global tea market and is estimated to grow at a CAGR of 10% in next 5 years. In India it is valued at Rs.1292mn with the TGBL leading with a 60% increase in market share. Tata Tea is the biggestselling tea brand in India, Tetley is the biggest-selling tea brand in Canada and the second biggest-selling in the United Kingdom and the United States and JEMČA is the biggest-selling tea brand in the Czech Republic. Ready to Drink (RTD) Tea and Coffee Market is growing in India and Globally Better standards of living and wider awareness about health benefits in emerging markets will drive the demand for beverages. The global market for RTD tea and coffee is likely to reach $125bn by 2017 with a growth rate of 11p.a%. According to The Indian Beverage Association (IBA), the consumption of non-alcoholic beverages (comprising carbonated drinks, juices, packaged drinking water, milk, ready-to-drink tea, tea, coffee and sports drinks) in India could grow between 16.5% & 19% over the next 3 years, as more people are now shifting towards packaged drinks. We believe, evolution of consumer’s preferences would drive the RTD segment which will drive the Company’s revenue growth. Strong support from parent (TATAs) TGBL is a Tata Group company. Tata Group is an Indian conglomerate and one of the most trust worthy brand in India, founded in 1868. It gained international recognition after purchasing several global companies. TGBL, with over 200 years of history in the beverage market and a heritage of innovation and development maintaining a strong focus on consumer brands with more than 90% of turnover is delivered by its branded products. Having a big support from Tata Group is very beneficial for TGBL at global level as well as domestic level. The company is broadening its product portfolio and geographies through organic growth, joint ventures, partnerships and acquisitions.



TGBL’s revenues from the UK led by its major tea brand Tetley
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Making the beverage business better across geographies  United Kingdom: changing consumers preference The United Kingdom is one of the world's largest tea consumer. TGBL’s revenues from the UK is led by its major tea brand Tetley. Total revenue from UK grew at a CAGR ~2% over FY1115. We expect that revenue will be little flatter in near term due to decline in consumption of black tea because of healthy lifestyle changes in consumer’s preferences over the recent past.
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Exhibit 5: Trend of black tea consumption in UK



Source: Industry, BOBCAPS



To capture Growing demand for herbal and fruit teas, the Company has launched Super Green tea with added vitamins and premium natural flavours. We believe, going forward, change in the product mix and increasing contribution of premium offerings (highest growth in green tea segment) would increase the market share of the Company in premium segment. The Company acquired Teapigs brand to expand its share in premium tea segment in the UK.  US: Growing K-cups:



The new product formats (K-Cups) is helping TGBL increase its share and it has gained ~7% market share in the single-serve market.



The US is the largest consumer of coffee ($30bn) in the world. TGBL owns and operates 3rd largest coffee brand in the US in terms of volume brand Eight O'Clock Coffee and a niche tea brand Good Earth. The company entered in the US by the acquisition of Eight O'Clock Coffee in 2006. The Company derives ~25% of its overall revenues from coffee which includes ~18% from Eight O'Clock alone. The Company has tied up with coffee-machine makers Green Mountain Roasters, owners of Keurig, largest single-serve machine operator in the nearly ~$12bn in-home coffee market in the US. It has a 72% share of the market. The tie-up with Keurig allows the company to push products such as packaged Eight O'Clock branded coffee pods for Keurig machines (popularly called K-Cups). The new product formats (K-Cups) is helping TGBL increase its share and currently the Company has gained ~7% market share in the single-serve market. Sales volume of coffee are likely to increase by 4% over FY19, to reach 829,717 tonnes in the US as per study. We believe, coffee pods will continue to be the key growth driver in the US coffee market, which is expected to grow by 25% which would increase the Company presence through Keuring machines and also fuel the Eight O’clock coffee brand growth and further drive the company’s revenue growth.  Canada: Growing green/herbal tea market



To tap the growing green tea /herbal tea market, TGBL launched Tetley Green Tea Plus



Tetley is the leading player in tea in Canada, with a 31% share of retail value sales in 2014. The company remains the leader in black tea, with a 35% retail value share. Tea continued to create opportunities for growth as green tea and fruit/herbal tea are in big demand. TGBL launched Tetley Green Tea Plus (contains green tea with herbs) in Canada, to expand their range and grow its market share in green tea and fruit/herbal tea. Tea market is likely to grow a 4% CAGR over 2014-19e to reach $657mn in 2019. We believe, the higher contribution of sophisticated flavours like green/herbal teas would drive the company’s revenue growth. Revenue from US &Canada grew at a ~4% p.a and we expect it to grow at a CAGR of ~3% over FY15-18e.  Other geographies: Firming its presence



TGBL have partnered with many brands across the world in the beverages category. Such as in India, Tata Tea Gold, Tata Tea Premium, Kannan Devan, Chakra Gold, Agni and Gemini and consolidation of market share in rest of the World like Grand is one of Russia’s leading
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beverage brands, known for its coffee and tea products. While Vitax is a well-established and well-recognized brand in Poland popular for its flavored fruit and herbal teas. Exhibit 6: Product portfolio of TGBL Geographies



Brand Tea



Africa



Tetley, Jemca, Vitax, Tata Tea, Teapigs Tetley, Laager



Australia



Tetley, Teapigs



Europe, Russia & Middle East



Coffee Grand



Map



Source: Company, BOBCAPS



 In Australia, the Company got entry into the coffee market through the acquisition of MAP



brand. There is a significant growth in green tea & single serve segment. In Russia, despite of slowing down of growth in macro-economic, there is a pricing led improvement in performance. The market is further impacted by a rapid decline in traditional channels and de-growth in spray and agglomerated coffees.  In Middle East, market is swelling and sales aided through distribution improvement,



expansion of the Tetley range and new product launches.  In other markets such as France, Poland and Czech Republic, the Company’s topline is



impacted adversely due to decline in the black tea market, however, green tea has significantly grown in France. We expect, demand for premium product to grow continuously as result of increasing awareness about health and wellness. TGBL would expand its market share through its innovative premium product like green tea, super green teas, decaf coffees, fortified mineral water and natural mineral water across geographies. We expect revenue from other geography to grow at a CAGR of ~3% over FY15-18e.
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Key risk Currency risk - Around 62% of TGBL’s revenue comes from outside India. Therefore it has a currency risk. Although the company has a good hedging policy, strengthening in INR could create a negative impact whereas and vice versa. Changing consumer preference - The Company’s revenue is negatively impacted in some geographies due to decline in black tea category. In developed markets as significant part of company’s operations is dependent on the black tea category. Economic uncertainties - There are economic uncertainties in some markets like Russia, China which may pose challenges.
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Valuation: At CMP of Rs.132, the stock is trading at around 22x FY15 PE. We expect that Company’s revenue/ EBITDA to grow at ~6%/~10% CAGR respectively over FY15-FY18e. We initiate coverage on The Global Beverages Ltd. with BUY rating & have valued the stock at 22x FY18e PE with target price Rs.183 (39% upside). Exhibit 7: One year forward PE
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Financial Summary Changing product mix to drive revenue growth: TGBL has grown at a CAGR of 6% over FY11-15. We expect the Company to maintain its growth at a CAGR of ~6% over FY15-18e. The reason for the growth would be increasing interest in other business like increasing revenue contribution from coffee and water. And also changing product mix like increase market share in high margin premium product like green tea/herbal tea across geography in the world.
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Exhibit 8: Stable revenues
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EBITDA/PAT margin to improve by ~138/264 bps: We expect EBITDA/PAT margin to improve by ~138/250 bps over FY15-18e, led by increasing high margin premium products, optimum capacity utilization, and operational efficiency.
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Exhibit 11: ROE & ROCE
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Return ratios to improve: TGBL’s overall improvement in the operational efficiency will improve its ROE and ROCE.
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Company Profile Tata Global Beverages Ltd. (TGBL) is a global natural beverage business with brand presence in over 40 countries. The Company is the 2nd largest in branded tea player in the world and has growing interests in tea, coffee and water. The Company has a strong brand portfolio including Tata Tea, Tetley, Jemča, Vitax, Eight O’Clock Coffee, Himalayan, Grand Coffee and Joekels and ~250mn servings of products are consumed every day. Tata Global Beverages has grown through innovation, strategic alliances and acquisitions, and organic growth and now employs nearly 3,000 people. TGBL is involved in the making, marketing, and distribution of tea, coffee, water, and other beverage products. The company with its subsidiaries, joint ventures, and associate has branded beverage business operations in several countries which include India, UK, Poland, Czech Republic, Kenya, UAE, Australia, Canada, and US.



The Company functions in three divisions: Tea: The Company is involved in buying/blending, marketing, sale and distribution of tea in value added form, and cultivation and manufacture of black tea and instant tea. Coffee: The Company is also involved in cultivation of coffee, other minor crops like pepper and conversion of coffee into products, such as roast and ground coffee and instant coffee. Others: In this segment, TGBL is involved in sale of natural mineral water, fortified water, Glucose drinks. Exhibit 12: The Company’s journey: 1964 1976 1983 1991 1993 2000 2005 2006 2007 2009 2010 2011 2012 2014



Tata Formed (Tata made alliance with James Finlay — the tea giant) Tata takes over the production & marketing of James Finlay Tata tea was born (James Finlay is bought out) Tata tea enters the business of brands Established Tata Tetley Acquired Tetley Group Ltd. Tetley Group acquired Good Earth- USA’s famous tea brand Acquired- (Eight O’clock Coffee, USA - the popular coffee brand, Tetley Group acquired JEMČA, the Czech Republic-based tea brand and 33% share in JOEKELS TEA, South Africa TGBL Invested in Mount Everest Mineral Water (MEMW), which owns HIMALAYAN WATER & Tetley Group acquired VITAX- the well-known Polish tea brand Acquired- Grand Coffee, the well-known coffee brand of Russia Became the Corporate Brand- Tata Global Beverages Limited Joint venture with PepsiCo India Joint venture with Starbucks & Eight O’clock Coffee signed agreement with Green Mountain Coffee Roasters Inc. Acquired MAP Coffee, Australia’s famous coffee brand



Source: Company, BOBCAPS



Exhibit 13: Management details Mr. Cyrus P. Mistry Mr. Ajoy K. Misra Mr. Harish Bhat Mr. Darius Pandole Mr. S. Santhanakrishnan Mr. V. Leeladhar Ms. Mallika Srinivasan Mr. Analjit Singh Ms. Ranjana Kumar Mr. L. Krishnakumar Ms. Ireena Vittal



Chairman – Non Executive Managing Director & CEO Non-Executive Director Independent Director Non-Executive Director Independent Director Independent Director Independent Director Independent Director Executive Director Independent Director



Source: Company, BOBCAPS
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Financial Exhibit 14: Income Statement Y/E Mar (Rsmn) Net sales growth (%) COGS Staff cost



FY14
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FY16e



FY17e



FY18e



77,376



79,934



83,291



87,955



94,112



5.3



3.3



4.2



5.6



7.0



35,281



36,251



37,774



39,801



42,587



7,925



8,577



8,937



9,437



10,098



Change in invesntories



(1,142)



(513)



(534)



(564)



(603)



SG&A Cost EBITDA



27,793 7,519



27,870 7,748



28,484 8,630



30,079 9,202



31,610 10,420



Depreciation



1,291



1,331



1,418



1,514



1,612



EBIT



6,228



6,417



7,212



7,688



8,808



Other income



818



700



708



717



725



Interest paid Extraordinary/Exceptional items



865



819



762



736



707



888



(1,300)



-



-



-



PBT



7,069



4,999



7,159



7,668



8,826



Tax



1,845



2,155



2,450



2,624



3,020



Minority interest PAT



290 4,805



257 2,478



267 4,333



282 4,653



302 5,395



Non-recurring items Adjusted PAT



(888) 3,918



1,300 3,778



4,333



4,653



5,395



Source: Company, BOBCAPS



Exhibit 15: Balance Sheet Y/E Mar (Rsmn)



FY14



FY15



FY16e



FY17e



FY18e



Cash & Bank balances
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5,442
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Net fixed assets
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50,431



Other non-current assets Total assets



2,340 99,984



2,895 95,118



3,716 99,564



4,605 101,739



4,567 103,843



Borrowings



14,013



12,660



11,785



11,386



10,932



Other Current assets Investments



Other non-current liabilities Current/Non current liabilities Share capital Reserves & surplus Minority Interest Shareholders' funds Total liabilities



3,517



3,814
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4,811
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33,608
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618



618



618



618
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59,261
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9,312
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67,729 99,984
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69,191 101,739



70,235 103,843



Source: Company, BOBCAPS
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Exhibit 16: Cash Flow Statement Y/E Mar (Rsmn)
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Profit after tax
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Depreciation
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(7,495.5)
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(243.5)
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-



-
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Net Extra-ordinary income



(888)



1,300



-



-



-



Cash flow from operations



(1,043)



5,650



2,745



6,996



6,790



Capital expenditure



(3,570)



(1,228)



(1,810)



(1,852)



(1,704)



(330)



(111)



(30)



(14)



-



(5,901) (9,802)



2,961 1,623



(1,840)



(1,866)



(1,704)



Free cash flow



(10,845)



7,273



905



5,129



5,086



Issue of shares



-



-



-



-



-



Chg in working capital Deferred tax paid



Change in investments Acquisition of Goodwill Cash flow from investments



Net inc/dec in debt Dividend (incl. tax) Other financing activities Net Extra-ordinary income Cash flow from financing Inc/(Dec) in Cash & Bank bal.



3,845



(1,354)



(875)



(398)



(454)



(1,535)



(1,632)



(1,665)



(1,698)



(1,732)



7,923



(4,797)



2,773



(2,352)



(2,622)



888



(1,300)



-



-



-



10,233 275



(7,783) (1,810)



233 1,138



(4,449) 681



(4,808) 279



Exhibit 17: Ratio analysis Y/E Mar
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Net margins



5.1



4.7
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17.5



15.1



1.4
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1.4
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1.1



1.0
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0.8
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5.9



5.2



5.9
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BV Profitability ratios (%) Gross margins



Valuation ratios (x) PE P/BV EV/EBITDA
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