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Macro / Political Commentary 

The Occupational Safety, Health and Working Conditions Code, 2020, the Industrial Relations 
Code 2020 and the Code on Social Security, 2020 were passed by the Lok Sabha. The government 
claims that bills will bring in reforms to ensure easier compliance with labor standards worldwide. 
This, in turn, will help bring in foreign investment. Sixteen states have already increased the 
threshold for closure, lay off and retrenchment in firms with up to 300 workers without 
government permission. The opposition and labor unions contend that the bills make it easier to 
lay off workers and put restrictions on their right to protest. The Industrial Relations Code Bill 
allows companies with up to 300 workers to lay off people without the state government's 
approval. So far only companies employing up to 100 people were allowed to do this. 

Under the same law, no industrial worker is allowed to go on strike without a 60-day notice. So far 
such rules were applicable on only those involved in public utility services like water, electricity, 
natural gas, telephone and other essential services. Workers in essential services are required to 
give a six-week notice before any strike. The Code on Social Security Bill extends social security 
funds only to workers for app-based firms like Uber, Ola, Swiggy and Zomato. But labour unions 
claim more is needed as these workers continue to remain in a legal grey zone. They are often 
treated as independent partners who are not covered under most labour regulations. 

In June last year, the government decided to condense 44 existing labour laws into four codes. 
The move was expected to help foreign companies do business in India -- a process that was 
crucial in view of the economic downturn. The codes involved social security, occupational safety, 
health and working conditions and industrial relations. One of the codes, the Code on Wages Bill, 
2019, has already been passed. 

The Centre passed three Bills — the Farmers’ Produce Trade and Commerce (Promotion and 
Facilitation) Bill, Farmers (Empowerment and Protection) Agreement on Price Assurance and 
Farm Services Bill and Essential Commodities (Amendment) Bill. The government claims the 
legislations will transform the sector and raise farmers’ income. The Centre had promised to 
double farmers’ income by 2022. It says the Bills will make farmers independent of 
government-controlled markets and fetch them a better price for their produce. 

The Bills propose to create a system where farmers and traders can sell and purchase products 
outside ‘mandis’. They also encourage intra-state trade and propose to reduce transportation 
cost. The Bills formulate a framework on agreements that enables farmers to engage with agri -
business companies, exporters and retailers for services and sale of produce while giving the 
farmer access to modern technology. 

They provide benefits for small and marginal farmers with less than five hectares of land.  The 
Bills also provide for removal of items such as cereals and pulses from the list of essential 
commodities and attract FDI. 
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Markets Bleed, Oil & Gas & Metals Remain Big Casualty 
 

Index Value Weekly % 

BSE Oil & Gas 12300.68  (7.2) 

BSE SmallCap 14489.71  (6.0) 

BSE FMCG 10970.85  (2.8) 

BSE Mid Cap 14321.11  (5.5) 

BSE Healthcare 19421.58  (5.9) 

BSE Capital Goods 13487.48  (3.8) 

BSE Bankex 23827.05  (6.0) 

BSE Auto 17324.02  (6.6) 

BSE Power 1615.15  (5.2) 

BSE Sensex 30 37425.11  (4.2) 

BSE IT 19720.92  (1.5) 

BSE Metals 8115.60  (7.2) 

 
IT Stocks Emerge Defensive 
 

Gainers     

Vedanta 137.15 4.7% 

HCL Tech 826.20 1.9% 

Infosys 1012.05 1.0% 

Losers     

Indiabulls Housing 146.25 -18.0% 

IndusInd Bank 515.85 -16.0% 

Tata Motors 127.60 -13.7% 

Bharti Airtel 440.15 -11.0% 

Tata Steel 353.10 -10.7% 
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Currency Value 
Weekly 

% 
 

Commodity INR 
Weekly 

% 
 

GoId 
Bond Yield 

Weekly 
% 

 $/INR 73.61 0.2 
 

Crude (1 barrel) 
          

2,988  -0.8 
 

10-year 6.01 0.2 

 €/INR 85.80 -1.5 
 

Gold (10 gm) 
        

49,812  -3.5 
 

5-year 5.38 -0.7 

 £/INR 93.99 -1.4 
 

Silver (1 kg) 
        

59,368  -13.3 
 

1-year 3.80 2.2 

 ¥*/INR 0.70 0.0 
 

Copper (1 kg) 
              

532  -0.2 
    * per 100 

Yen 

   

Aluminium (1 
kg) 

              
142  -4.1 

    

           Private Equity Firm KKR to invest Rs 5,550 crore in Reliance Retail Ventures 
 
KKR’s second investment with Reliance Industries fuels growth of India’s fastest growing retail 
business and its transformational new commerce model 
 
Reliance Industries Limited and Reliance Retail Ventures Limited announced that global 
investment firm KKR will invest ₹ 5,550 crore into RRVL, a subsidiary of Reliance Industries. This 
investment values Reliance Retail at a pre-money equity value of ₹ 4.21 lakh crore. KKR’s 
investment will translate into a 1.28% equity stake in RRVL on a fully diluted basis. This marks the 
second investment by KKR in a subsidiary of Reliance Industries, following a ₹ 11,367 crore 
investment in Jio Platforms announced earlier this year. Reliance Retail Limited, a subsidiary of 
RRVL, operates India's largest, fastest growing and most profitable retail business serving close to 
640 million footfalls across its ~12,000 stores nationwide.  
 
Founded in 1976, KKR has $222 billion in assets under management as of June 30, 2020 and a long 
history of building leading global enterprises, including many companies at the forefront of 
technology and digital transformation including in areas of consumer retail and eCommerce, such 
as investments in Epic Games, OutSystems, Internet Brands, Go-jek and Voyager Innovations. KKR 
established its first of eight Asia offices in 2005 and the firm currently has approximately $5.1 
billion in private equity investments across more than 15 Indian companies, including Jio 
Platforms, JB Chemicals, Max Healthcare, Eurokids International and Ramky Enviro Engineers. 
 
Sun Pharma Announces the Launch of ILUMYA® (tildrakizumab) for Treatment of Plaque 
Psoriasis in Japan  
 
Sun Pharmaceutical Industries Limited announced that its wholly-owned Japanese subsidiary has 
launched ILUMYA® Subcutaneous Injection 100 mg Syringe (Nonproprietary name: tildrakizumab 
(genetical recombination), “ILUMYA”) in Japan for the treatment of plaque psoriasis in adult 
patients who have an inadequate response to conventional therapies. ILUMYA is a humanized 
lgG1/k monoclonal antibody designed to selectively bind to the p19 subunit of IL23 and inhibit its 
interaction with the IL-23 receptor, leading to inhibition of the release of proinflammatory 
cytokines and chemokines. 
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Sequent Scientific Ltd - Consolidation of shareholding in Provet Veteriner Urunleri San. Ve Tic. A. 
S., Turkey (Provet) and to make Provet a wholly owned subsidiary of the Company 
 
Provet is amongst the top 3 and the largest local Company in veterinary medicines market in 
Turkey having market share of ~10%. The Company through its wholly owned subsidiary Alivira 
Animal Health Limited, Ireland currently holds 60% stake in Provet which was acquired in the year 
2014. The Company will acquire 40% stake in Provet through Alivira Animal Health Limited, 
Ireland, wholly owned subsidiary of the Company. Provet has manufacturing facilities located at 
Polatli Industrial Zone, Ankara, Turkey. The Ankara facility is EUGMP and Turkish GMP approved 
with 8 different manufacturing lines. Provet operates in various dosage forms mainly dominated 
by injectables (solutions / suspensions), oral solutions, pour-on / spot-on, aerosols and 
intrauterine. There are more than 120 product registrations.The products mainly cater to the 
therapeutics such as Antibacterial, Ectop Parasite, Metabolic, Anthelmintic, Antiparasitic, 
Nutritional, etc. The products mostly cater to the ruminant species such as Cattle and Sheep. 
 
Transpek: Investor Presentation Highlights 
 

 Leading global supplier for ‘Chlorinated Products’ to various industry sectors ranging from 
Pharmaceuticals, Agrochemicals and dyes to pigments. 

 The company has a strong experience in manufacturing of products using chlorinated 
chemistry presenting unending opportunities for supply of intermediates and specialty 
chemicals suitable for multiple applications 

 10 years Exclusive contract with a ‘MNC Giant’ 

 Long-term supply agreement commenced from 1st January 2018 

 The company’s plants are multipurpose and multiproduct 

 Supply of ‘Acid Chlorides’ 

 Handle projects for global clients in the areas of pharmaceuticals, agrochemicals and 
specialty chemicals by deploying their expertise in chlorination technology along with 
other core technologies 

 Pioneers in developing in-house ISO Tank station which is well equipped with state-of-the-
art technology 

 
GE Power India Ltd - GE to pursue exit from new build coal power market 
 
GE announced that it intends to exit the new build coal power market, subject to applicable 
consultation requirements. GE’s Steam Power business will work with customers on existing 
obligations as it pursues this exit, which may include divestitures, site closings, job impacts and 
appropriate considerations for publicly held subsidiaries. GE will continue to focus on and invest in 
its core renewable energy and power generation businesses, working to make electricity more 
affordable, reliable, accessible, and sustainable. GE Steam Power will continue to deliver turbine 
islands for the nuclear market and service existing nuclear and coal power plants. Russell Stokes, 
GE Senior Vice President and President & CEO of GE Power Portfolio said, “With the continued 
transformation of GE, we are focused on power generation businesses that have attractive 
economics and a growth trajectory. As we pursue this exit from the new build coal power market, 
we will continue to support our customers, helping them to keep their existing plants running in a 
costeffective and efficient way with best-in-class technology and service expertise. 
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Tata Consultancy Services: Morrisons Expands Strategic Partnership with TCS 
 
Tata Consultancy Services’ Machine First™ Delivery Model to Help Morrisons Drive Enterprise 
Agility, Enhanced Customer Experience and Growth 
 
Tata Consultancy Services has expanded its partnership with Morrisons, a leading supermarket 
chain in the UK, through a five-year contract for application management services, data services 
and cyber security services. The partnership will help accelerate the latter’s plan to simplify and 
modernise its technology to improve the shopping trip, eliminate wasted effort and become more 
popular and accessible to its customers.  
 
Morrisons selected TCS as its Application – Managed Services partner in 2016, to improve the 
customer and employee experience. Since then, TCS has worked closely with the retailer to help 
drive its growth and modernisation agenda across various lines of business, leveraging its 
comprehensive portfolio of business and technology services and solutions.  
 
As part of the expanded partnership, TCS will harness the power of AI and machine learning to 
augment human teams, improving operational resilience and boosting productivity. Additionally, 
adoption of automation and DevOps will increase the speed to market of innovative features that 
enhance customer experience and provide competitive differentiation 
 
Fermenta Biotech Ltd – Investor Presentation Highlights 
 

 Only manufacturer of Vitamin D3 in India 

 Amongst top 3 manufacturers of Vitamin D3 globally 

 Global Presence in 50+ countries 

 Proprietary technology to manufacture Vitamin D3 

 2 Manufacturing Plants registered with US-FDA (FFRM) 

 With a rich history of six decades FBL has evolved as a key global player in manufacturing 
of Vitamin D3 in all its formats and has a non-China dependent supply chain. 

 FBL manufactures a range of Vitamin D3 variants having an optimal mix between human 
and animal feed products which have applications across multiple sectors like: 

 
 Pharmaceuticals 
 Dietary and nutritional supplements 
 Food and beverage fortification 
 Animal feed 
 Veterinary 
 Rodenticides 

 
Airtel onboards Waybeo to its Startup Accelerator Program To enable the cloud analytics 
startup fast-track its growth by leveraging Airtel's global scale cloud stack  
 
As part of its strategy to scale up its cloud offerings, Bharti Airtel announced that it has picked up 
a strategic stake in tech startup Waybeo under the Airtel Startup Accelerator Program. Waybeo, a 
Trivandrum headquartered startup focused on deep Al based analytics for cloud telephony, is the 
fifth startup to join the fast growing Airtel Startup Accelerator Program, which helps promising 
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startups unlock their potential. As per IDC, the public cloud services market in India is likely to 
reach US$7.1 billion by 2024. Within this, the cloud telephony market is seeing rapid growth as 
businesses move processes to cloud based platforms.  
 
Waybeo has built cutting-edge analytics tools for the enterprise cloud telephony segment. Under 
the Airtel Startup Accelerator Program, Waybeo's solutions will get larger distribution reach while 
giving Airtel access to Waybeo's proven as well as emerging technologies. Airtel serves over 2,500 
large enterprises and more than a million emerging businesses with an integrated product 
portfolio, including Airtel Cloud, a multi-cloud product and solutions business. 
 
NIIT Ltd -StackRoute announces programs in Data Engineering to meet the Enterprise Big Data 
requirement of the industry - Offers two new programs targeting Enterprise Big Data 
Engineering skill set - Both the programs build a strong foundation on Big Data, Scala 
Programming and Apache Spark followed by the respective specialization of Spark ML or 
Databricks 
 
StackRouteTM, an NIIT venture announced the launch of programs in Data Engineering. Titled, 
‘Enterprise Big Data Engineering & Machine Learning using Spark’ and ‘Enterprise Big Data 
Engineering using Databricks & Delta Lakes - these programs help enterprises to equip their 
workforce having prior experience in data projects, with steps and tools of designing and solving 
business challenges that fall in the category of Data Analysis and Big Data using modern Data 
Architectures like delta architecture.  
 
While the Enterprise Big Data Engineering & Machine Learning using Spark program will empower 
professionals with the skills to scale Data Science and Machine Learning task on Big Datasets using 
Apache Spark, the Enterprise Big Data engineering using Databricks & Delta Lakes program will 
establish strong foundations in key big data pipeline using Azure Databricks - an Apache Spark 
based analytics platform optimized on Microsoft Azure Cloud. 
 
Tech Mahindra Ltd - Divestment of Company’s stake in Altiostar Networks Inc. 
 
Tech Mahindra (Americas) Inc. — a l00% subsidiary of Tech Mahindra Limited divested its holding 
of 18,518,518 C1 Preferred shares in Altiostar Networks, lne., a Delaware corporation to the 
buyer. As it is a minority investment there is no contribution to tumoverlrevenuefincome and net 
worth by Altiostar Networks, Inc. during the last Financial Year. The buyer is Rakuten USA, Inc 
 
Rakuten Mobile and Tech Mahindra aim to drive innovation by transforming network services and 
enhancing customer experience globally. Based on the agreement, as a preferred partner, Tech 
Mahindra will provide its leading technologies and software capabilities to support the 
development and deployment of mobile networks for global customers of RCP. Through the 
agreement, Tech Mahindra will also provide managed IT, security and network services to Rakuten 
Mobile, and there are also plans to designate Tech Mahindra as an official reseller of RCP. 
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GMR Infrastructure Ltd. announces divestment of Group’s entire stake in Kakinada SEZ Limited  
 

 GMR Group to divest its entire 51% stake in Kakinada SEZ Limited  

 Proceeds will be used majorly to reduce indebtedness of the Group 
 
GMR Infrastructure Ltd announced signing of definitive agreements for the sale of equity owned 
by its wholly owned subsidiary GMR SEZ and Port Holding Limited (“GSPHL”) of its entire 51% 
stake in Kakinada SEZ Limited (“KSEZ”) to Aurobindo Realty and Infrastructure Private Limited 
(“ARIPL”). As part of the proposed transfer of stake of KSEZ, the 100% equity stake of Kakinada 
Gateway Port Limited (“KGPL”) held by KSEZ would also be transferred to Aurobindo Realty.  
 
Total consideration for the sale of equity stake as well as the sub-debt in KSEZ is Rs.2610 crores. 
Out of the total consideration, Rs.1600 crores would be received on the closing date and balance 
1010 crore would be received in next 2 to 3 years which is contingent upon certain agreed 
milestones.  
KSEZ is engaged in the business of implementation of a port based multi-product special economic 
zone project at Kakinada, East Godavari District, Andhra Pradesh and KGPL has the Concession 
granted by the Govt. of Andhra Pradesh to set up a greenfield commercial port in Kona Village of 
the East Godavari Dist., of Andhra Pradesh. 
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Key Data Points 

Industry Plantation- Coffee 

CMP 255.00 

52 Week High/Low 292.20/137 

Shares O/S (Cr) 13.30 

Market Cap (Rs Cr) 3392.21 

EPS 13.04 

P/E 19.56 

P/BV 4.28 

Beta 0.76 

 

Overview 

 Incorporated in 1993, Based at Andhra Pradesh, CCL Products (CCL) is one of the largest 

manufacturer & exporter of instant coffee globally. Company exports instant coffee as private 

label to over 90 countries.  

 CCL Enjoys 10% Market share in Global Instant Coffee private label market size of 350000 TPA. 

CCL has 36% Volume Market Share, thus the largest exporter of instant coffee from India. 

 Company commenced operations with initial capacity of 3600MTPA of spray dried instant 

coffee at Duggirala, Andhra Pradesh. CCL through its 100% wholly owned subsidiaries has 

expanded its operation in other regions i.e. Vietnam & Switzerland in order to cater nearby mar

kets. During 2010, company set up 3000MTPA granulation and packing capacity at 

Switzerland (Grandsaugreen SA). In 2013, company strategicallyinstall a green field plant in 

Vietnam (Ngon Coffee Company Ltd) with a capacity to produce 10,000MTPA of spray dried inst

ant coffee. Over the years, company has successfully enhanced production capacity to 

35000MTPA. Below is the installed capacity as on FY20. 

 

 

 

 

 

 

 

 

 

 

CCL PRODUCTS LTD                                                  BUY 

CMP: 255                    Target: 337 |Upside Potential: 32% | Time Horizon: 12 Months 
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Plant Capacity Uses 

CCL Products (India) Limited Duggirala, Andhra 
Pradesh 

14000 TPA 
Spray Dried 

Coffee 

6000 TPA 
Freeze Dried 

Coffee 

15000 TPA 
3 in 1 pre mix 

blending 

3500 TPA Granulation 

3,000 TPA to be done 
soon 

Cold brew 

CCL Products (India) Limited Unit II – SEZ 5000 TPA 
Freeze Dried 

Coffee 

Ngon Coffee Company Limited, Dak Lak 
Province, Vietnam 

10000 TPA 
Spray Dried 

Coffee 

3500 TPA Granulation 

3000 TPA in FY 21 
Spray Dried 

Coffee 

Continental Coffee SA (formerly Grandsaugreen 
SA) Les Verriers, Canton of Neuchatel, 
Switzerland. 

3000 TPA   

granulation and 
packing capacity 

along with 
trading activity 

 

Product Range: 

 Spray Dried Coffee: Coffee extract is sprayed into hot air, which quickly dries the droplets and 

turns them into fine powder or small pieces. This coffee is cheaper owing to loss of flavor & 

aroma during manufacturing process.  

 Freeze‐dried Coffee: Coffee extract is frozen, which are then dried at a low temperature 

under vacuum conditions. This is the most premium variety of coffee. It fetches highest 

realization due to superior aroma recovery.   

 Agglomerated coffee: This coffee is granulated & shaped like a bubble. Its taste is very mellow, 

smooth & rich in aroma. This coffee fetches high realization as compared to spray dried coffee.  

 Premix coffee: This includes instant coffee, creamer & sugar.   

 

 The company derives its revenue through private label sales through tie ups with modern trade 

like dmart etc, Institutional business like coffee shops, Continental coffee – B2C Business. 

 CCL derives more than 90% of its revenue from overseas market & rest is contributed from 

domestic business.  

 Further, company generates majority of its revenue from repacker/reseller (90%) who buy inbulk 

quantity & they in turn sell to global brand owners in smaller pack forms whereas company  also s

upplies directly to global brand owner in small pack forms & this contributes balance 10% of reven

ue. Some of the CCL global customers includes: Strauss Coffee, JDE Peet, Mokate, MTV 

TNI, LMZ Solube coffee etc.  
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 Over the years, CCL prime focus was to achieve higher volume through bulk supplies.  

 However,in last couple of years, company has been focusing more towards premium & value adde

dproducts like freeze dried coffee, small packs segment, agglomerated coffee, B2C segment to 

drive higher profitable growth in coming  years.  

 Company derives 60% of its sales from large customers who buys more than 1000‐1500 Tonnes 

annually & provides order commitment of 6‐12 months in advance. Further, 20‐25% of its  

 Sales volume is derived from several regional players who buy around ~80‐100 tonnes on fixed 

interval & 15‐20% revenue from clients who normally buy during peak seasons.  

 

Share Holding Pattern as on 30th June 2020  

Particulars Shares ( In Cr) 
Holding 

% 

Promoters   6.10 45.90% 

Mutual Funds 1.37 10.30% 

Other Institutions 0.48 3.60% 

FII 1.78 13.40% 

Public Non Institutional 3.56 26.80% 

Total 13.30 100% 

 

Public holdings more than 1% of the Total No.of Shares   

Name of the Shareholder 
Total Shares 

Held 
Shares as % of Total No. of 

Shares 

Franklin India Smaller Companies Fund 5,342,185 4.02% 

ICICI Pru FMCG Fund 2,575,310 1.94% 

Axis Small Cap Fund 2,189,306 1.65% 

Aditya Birla Pure Value Fund 1,909,691 1.44% 

Government Pension Fund 2,500,000 1.88% 

Valuequest India Moat Fund 2,347,342 1.76% 

Taiyo Greater India Fund 1,810,418 1.36% 

India Whizdom Fund 1,839,429 1.38% 

Malabar India Value Fund 2,132,065 1.60% 

Total  22,645,746 17.03% 
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Industry/Sector outlook:  

 The current instant coffee market in India is growing at an estimate rate of 8% year on 

year. A positive change in consumer lifestyle (specifically driven by western culture), higher 

disposable incomes, and the growing number of young professionals were some of the 

important factors that promoted growth in coffee consumption in India. Additionally, 

increased access to coffee machines in offices and institutions triggered interest in coffee 

among consumers, which indirectly drove sales in households, as people began to acquire 

a taste and in turn consumed coffee at home as well. 

 

 The modern times have witnessed evolution of coffee drinking from an everyday habit to a 

healthy lifestyle choice. Coffee has gained the status of being the most preferred beverage 

worldwide. 

 

 The covid-19 pandemic is likely to have a profound impact on the global coffee sector, 

including production, consumption and international trade. International Coffee 

Organisation (ICO) has conducted an analysis based on a sample of the top 20 coffee 

consuming countries, which represents 71% of global demand, covering the period 1990-

2018. The results show that a one percentage point drop in GDP growth is associated with 

a reduction in the growth of global demand for coffee of 0.95 percentage points or 1.6 

million 60-kg bags. Coffee consumption at Coffee Shops (out of the home) consumption 

will drastically come down because of covid-19 but at home consumption will increase and 

this will have a positive impact on the consumption of instant coffee. 
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 Revenue in the instant coffee segment amounts to US$96 Billion in 2020. The market is 

expected to grow annually by 11.5% (CAGR 2020-2025). In relation to total population 

figures, per person revenues of US$12.88 are generated in 2020. The average per capita 

consumption stands at 0.2 kg in 2020. In the instant coffee segment, volume is expected to 

grow to 1.7 Billion kg by 2025. 

 

 Asia Pacific leading the market share and is expected to remain on top over the next few 

years. The easy preparation of instant coffee, as well as its ability to be tailored to local 

taste preferences, has made it the coffee of choice in most markets in Asia Pacific, where 

coffee consumption is still low. The expanded spotlight on interesting, valid flavours and 

different useful properties of coffee has supported the premium version launches of the 

global instant coffee market. 

 

 The instant coffee segment’s outlook is bright as consumers increasingly value instant 

coffee’s simplicity of preparation. 

 

Key Indicators: 

• SALES Growth: Consolidated 6% (Y-o-Y) Standalone -15% 

• Gross Margin: Consolidated 45% Standalone: 47% 

• EBITDA Margin excluding Other Income: Consolidated 22% Standalone 20% 

• PAT Margin: Consolidated 13% Standalone 10% 

Q1 FY21 Result Update: 
 

 CCL products reported a growth of 6% Y-O-Y to 289.21Cr on consolidated basis & a growth 
of -15% YOY to 175.88 Cr on a Standalone basis.  This was largely due to shut down of 
plants due to the corona Virus Pandemic for operations in India, liquidation of unsold 
inventory & 100 % Capacity utilization in Vietnam.  
 

 Gross Profit Margin stood at 45% on a consolidated basis & 47% on a standalone basis. 
This was below FY20 Margin of 48% on account of 50% Drop in freeze dried coffee volume. 
Whenever the volume of spray dried coffee is high, the Gross margin reduces.   

 
 EBITDA Margins excluding Other Income stood at 22% on a Consolidated Basis & 20% on a 

Standalone Basis.  This was again on account of shutting down of plants in India, lower FDC 
volume and higher utilization of Vietnam capacity.  

 
 Consolidated Net Profit stood at 38.48 Cr, a Y-O-Y rise of 11%. This was on account of 

strong capacity utilization in Vietnam wherein the Tax Rate is Nil.  
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 The management has addressed a key issue arising worldwide i.e low demand for coffee. 
The decline of Ground & Roast coffee has declined worldwide on account of shutting down 
of coffee chains. However, the company has seen a boost in In- House consumption. This 
led to a major growth of Instant coffee & pods.  
 

 The volume for Freeze dried coffee has reduced substantially. There has also been a delay 
in shipment in Russia due to the lockdown which could affect FD volume in the short term. 
However there are no order cancellations.  
 

 On the other hand, CCLP witnessed an increase in spray dried demand, especially due to 
panic buying by consumers across the world. Duggirala Spray Dried capacity reached peak 
utilization in June-20. 
 

 The SEZ unit started operations in July-20 and the Dugggirala FD unit (under maintenance) 
was expected to start in Aug-20. The management expects the company to reach pre-
Covid levels by Aug-20.  
 

 The company aims at increasing production of smaller packs which is now 10-15% as it has 
a greater demand for In-home consumption and results in an additional incremental 
margin of 15-20% on EBITDA. Once the new capacities come online, the company can grow 
the small pack business by 60% in FY 22. 
 

 The company has not lost any clients during the Crona Virus Pandemic. Most of their 
clients place orders at least one year in advance. During unforseen circumstances they 
would postpone the order. The company has accepted the postponement in order to 
maintain the strong relationship with their customers. 

 
 CCL products aim to enter into the Pod/capsule business. Their existing customers have 

been asking them to supply some of these pods as well. Now that the patent has run out, 
they can officially pitch for this business as well. So we are exploring that as well. They are 
looking at doing 100 Tonnes for the first year and going forward, they can easily go up to 
even 5600 tonnes in the next year or two. 
 

 The company is constantly adding more customers. They have recently acquired a US client 
for their Vietnam Plant. It took almost a year of talking to them, building up that 
relationship, the rapport and then doing a lot of production trials in quarter four of last 
year and getting the approval. The acquisition of this client has led to a substantial growth 
in their Vietnam Subsidiary. Vietnam subsidiary reported a revenue of 107 Cr for Q1 FY 21 
with EBITDA of around 30 Cr. 

 
 Capacity utilization: peak utilization for the Duggirala plant, SEZ Plant can be between 65-

75%, Vietnam runs at 100% Utilization. 
 

 The company has deffered orders from Q1 to Q2 as Logistics were restored in May. So 
whatever was produced in May in SEZ , had to be maintained as stock.  
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 The Vietnam plant has infrastructure to add another another 15000 Tonnes in the coming 
years with a total investment of 16-18 Mn USD. In India there is potential for 5000 for FDC. 
So there’s a potential, 20,000 tonnes of enhancement that we can do by just installation of 
equipment.  
 

 However for FY21 company aims to incur 120 crore for the packing and agglomeration 
facility and that $8 million in Vietnam for enhancement by an additional 3,500 tonnes. 
 

 SO far CCL products has a strong order book and has given a guidance of achieving double 
digit growth in their profitibality for FY 21 on account of strong performance in Vietnam 
along with Tax free Status. 

 
 The price of coffee has fallen due to excess supply and lesser consumption. However, CCL 

products agree at a contract price at initiation of the deal with their clients, thus creating 
an automatic hedge against fall in price. This will impact revenues for the coming quarter 
but not the profitability. 
 

Q1 FY21 Results Highlights & Financial Performance  

Profit & Loss Statement for Q1 FY21 

1) Consolidated: 

Particulars Q1 FY21  Q1 FY20  YOY Change 

Total Revenue from Operations 289.21  273.17 6% 

Raw Material Cost 158.20  143.36  10% 

Gross Profit 131.01  129.82  1% 

Employee Cost 16.89  14.94  13% 

Other Expenses 51.25  45.47  13% 

Operating Profit (Excl OI) 62.87  69.40  -9% 

Operating Margin  22% 25%   

Depreciation 12.54 11.04  14% 

PBIT 50.33  58.37  -14% 

Other Income 0.05 0.55    

Interest 4.61 4.43    

PBT 45.77  54.48  -16% 

Provision for Tax 7.29 19.81    

Effective Tax Rate 15.9% 36.4%   

Profit After Tax 38.48  34.67  11% 

Consolidated Net Profit 38.48  34.67  11% 

Margin 13% 13%   

EPS  2.89  2.61    
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2) Standalone: 

Particulars Q1 FY21  Q1 FY20  YOY Change 

Total Revenue from Operations 175.88  206.08 -15% 

Raw Material Cost 93.40  107.37  -13% 

Gross Profit 82.48  98.71  -16% 

Employee Cost 11.05  10.46  6% 

Other Expenses 36.42  34.85  5% 

Operating Profit (Excl OI) 35.01  53.39  -34% 

Operating Margin  20% 26%   

Depreciation 6.64 5.72  16% 

PBIT 28.37  47.67  -40% 

Other Income 0.38 58.78    

Interest 4.52 4.14    

PBT 24.23  102.31  -76% 

Provision for Tax 7.40 20.06    

Effective Tax Rate 30.6% 19.6%   

Profit After Tax 16.83  82.25  -80% 

Standalone Net profit 16.83  82.25  -80% 

Margin 10% 40%   

EPS  1.27  6.18    
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Consolidated Profit & Loss Statement  

Particulars FY18 FY19 FY20 
Total Revenue from Operations 1,138.01  1,081.42  1,139.15  

Raw Material Cost 690.57  597.30  559.41 

Gross Profit 447.43  484.12  579.74  

Employee Cost 47.49  58.95  70.34 
Other Expenses 161.04  179.69  223.51 

Operating Profit (Excl OI) 238.90  245.48  285.89  

Operating Margin  21% 23% 25% 

Depreciation 34.09 31.72 47.11 

PBIT 204.81  213.76  238.78  

Other Income 4.85 3.34 4.50 

Interest 7.83 8.46 17.96 

PBT 201.83  208.64  225.32  

Provision for Tax 53.70 53.75 59.38 
Effective Tax Rate 26.6% 25.8% 26.4% 

Profit After Tax 148.14  154.89  165.94  

Consolidated Net Profit 148.14  154.89  165.94  

Margin 13% 14% 15% 

EPS  11.14  11.65  12.48  

 

Standalone Profit & Loss Statement  

Particulars FY18 FY19 FY20 

Total Revenue from Operations 824.66  809.13  822.65  

Raw Material Cost 497.25  459.49  388.83 

Gross Profit 327.41  349.64  433.82  

Employee Cost 37.26  41.38  50.05 

Other Expenses 125.50  139.53  177.03 

Operating Profit (Excl OI) 164.65  168.73  206.73  

Operating Margin  20% 21% 25% 

Depreciation 11.22 12.21 25.43 

PBIT 153.43  156.51  181.30  

Other Income 4.02 30.18 133.94 

Interest 6.20 8.12 16.91 

PBT 151.25  178.58  298.33  

Provision for Tax 53.50 53.15 59.40 

Effective Tax Rate 35.4% 29.8% 19.9% 

Profit After Tax 97.76  125.43  238.93  

Consolidated Net Profit 97.76  125.43  238.93  

Margin 12% 16% 29% 

EPS  7.35  9.43  17.96  
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Profitability 
Margins 

FY18 
Consolidated 

FY19 
Consolidated 

FY20 
Consolidated 

FY18 
Standalone 

FY19 
Standalone 

FY20 
Standalone 

GP  39% 45% 51% 40% 43% 53% 

EBITDA (Excl 
OI) 21% 23% 25% 20% 21% 25% 

EBIT  18% 20% 21% 19% 19% 22% 

NP 13% 14% 15% 12% 16% 29% 

 

Consolidated Balance Sheet  

Particulars  FY 18  FY 19  FY 20  

Equity Share Capital 26.61 26.61 26.61 

Reserves 713.33 812.31 901.79 

Non Current Liabilities 220.90 235.53 304.77 

Current Liabilities 172.71 347.17 276.21 

Total 1,133.55 1,421.62 1,509.38 

Net Block 371.09 382.98 723.62 

Intangible Assets 0.04 0.02 0.02 

Capital Work in Progress 228.39 424.13 100.18 

Investments 4.77 5.03 7.05 

Other Non current Assets 36.88 38.50 68.71 

Current Assets 494.39 570.96 636.01 

Total 1,135.55 1,421.62 6,806.35 

Current Ratio 2.86 1.64 2.30 

Return on Equity 20% 18% 18% 

Return on Capital Emp  21% 20% 19% 

 

Consolidated Cash Flow Statement:  

Particulars (value in cr)  FY 18  FY 19  FY 20  

Cash from Operating Activity 145.15 161.57 90.66 

Cash from Investing Activity -246.71 -174.74 -88.43 

Cash from Financing Activity 128.93 42.12 -37.24 

Net Cash Flow 27.37 28.95 -35.01 

Cash & Cash Equivalent opening Balance 16.35 43.72 72.67 

Cash & Cash Equivalent closing Balance 43.72 72.67 37.65 
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SWOT ANALYSIS  

Strength & Opportunity Factors: 

 Favorable Product Mix aiding to margin improvement. 

 Strong Traction in domestic Retail Business. 

 Company’s margins are immune from volatility in coffee prices.   

 Deleveraging Balance Sheet. 

 Long Standing Relationship with customers. 

 CCL has aced the process to create the right blend of coffee that suits the clients 

requirements. Company has over 200 coffee blends. 

 Economies of Scale: CCL is the largest instant coffee manufacture and has successfully 

scaled up capacity through increased business. Company has absorbed the cost of 

imported technology from Brazil that helps in using low grade Green Coffee that helps in 

creating instant coffee, thus giving edge in terms of production cost. 

 Recently, India Rating has also upgraded its long term rating to IND AA from IND A+ with 

stable outlook.  

 Vietnam Subsidiary is at 100 % running Capacity and has a tax free status. 

 Available infrastructure for capacity expansion. 

 Demand for in house coffee has increased substantially. Young population is the driving 

force for experimenting with speciality coffees, which opened up new in-house 

consumption segment, where growth is anticipated. 

 Installation of Coffee Machines at home will help in the growth of Roast Coffee as well as 

instant coffee. 

 Pricing advantage as majority of the company import coffee thus paying heavy duties.  

 Introduction of pods/Capsule creates a new dimension for coffee products. 

 

Weakness & Threat Factors: 

 Owing to lockdown in various countries, stoppage of international and local movements 

etc had a severe impact on the logistics and thereby the Company has experienced 

occasional delays in both inbound and outbound shipments. These are likely to be 

continuing since the pandemic is still continuing – with more vigour. 

 Substantial reduction in Institutional requirements. 

 Delay in expansion projects due to logistics issue. 

 The major threat being faced by the instant coffee industry is the creation of huge 

additional capacities in several countries which is resulting in unhealthy competition and 

stress on prices. 
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 Reduced rainfall in some areas is dramatically changing the ecosystem and growing 

conditions which result the quality of the beans used as raw material to produce the 

instant Coffee. It is noticed that changes in weather patterns (drought, unpredictable and 

varied rains, temperature changes) are causing alterations in the appearance and severity 

of newer pests while existing diseases are migrating to ecological zones where they 

previously did not exist. This may affect the quality of the beans grown in the traditional 

regions from where the Company is procuring. 

 Any war between countries, Government / regulatory decisions effecting the change of the 

duty structure on green coffee/instant coffee shall have an impact on the prices of their 

imports/exports. 

 Inability to acquire new clients or retaining existing clients due to competition or quality 

issues will impact the Company’s operations. 

 

Valuation: 

We believe FY 21E revenue to fall by 1.82% to 1118 Cr and FY 22E revenue to grow by 13.18% Y-O-

Y to Rs 1266 Cr. Based on this, the cash profit is expected to be 250 Cr. The CEPS works out to be 

18.71. This when discounted 18 times translates into a target price of 337 implying an upside of 32 

% from current levels. 

  FY20 

  Standalone Switzerland Vietnam Continental Coffee Consol 

Revenue 823 134 267 77 1,139 

EBITDA 341 5 78 (2) 290 

EBITDA Margin 
Including Other Income 

41% 4% 29% -2% 25% 

EBIT 315 4 58 -3 243 

EBIT Margin 38% 3% 22% -3% 21% 

Interest 17 0 0 1 18 

EBT 298 4 58 -4 225 

Tax 59 0 0 0 59 

Tax rate 20% 7% 0% 0% 26% 

PAT 239 4 58 -3 166 

Net Profit Margin 29% 3% 22% -5% 15% 

No of Shares 
    

13.30 

EPS 
    

12.48 
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 FY21 

 
Standalone Switzerland Vietnam 

Continental 
Coffee 

Consol 

Revenue 759 148 281 81 1118 

EBITDA 235 7 90 0 291 

EBITDA Margin 
Including Other 
Income 

31% 5% 32% 0% 26% 

EBIT 213 7 70 -1 268 

EBIT Margin 28% 4% 25% -1% 24% 

Interest 18 0 0 1 19 

EBT 195 7 70 -2 249 

Tax 53 0 0 0 50 

Tax rate 27% 7% 0 0% 20% 

PAT 141 6 70 -2 200 

Net Profit Margin 19% 4% 25% -2% 18% 

No of Shares         13.30 

EPS         15.00 

 

 FY 22 

 
Standalone Switzerland Vietnam 

Continental 
Coffee 

Consol 

Revenue 835 163 314 89 1266 

EBITDA 267 7 101 5 354 

EBITDA Margin 
Including Other 
Income 

32% 4% 32% 6% 28% 

EBIT 242 5 79 3 330 

EBIT Margin 29% 3% 25% 3% 26% 

Interest 18 0 0 1 19 

EBT 224 5 79 2 311 

Tax 61 0 0 0 62 

Tax rate 27% 10% 0% 10% 20% 

PAT 164 4 79 2 250 

Net Profit Margin 20% 3% 25% 2% 20% 

No of Shares         13.30 

EPS         18.78 
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DISCLAIMERS AND DISCLOSURES- 

Latin Manharlal Securities Private Limited (CIN-U67120MH1997PTC110873) and its affiliates are a full-
service, brokerage, investment banking, investment management, and financing group. Latin Manharlal 
Securities Private Limited (LMSPL) along with its affiliates are participants in virtually all securities trading 
markets in India. LMSPL was established in 1997 and is one of India's leading brokerage and distribution 
house. LMSPL is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock 
Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). LMSPL along with its 
subsidiaries offers the most comprehensive avenues for investment sand is engaged in the businesses 
including stock broking (Retail), commodity broking, depository participant, insurance broking and services 
rendered in connection with distribution of primary market issues and financial products like mutual funds, 
fixed deposits.  
 
LMSPL is under the process of seeking registration under SEBI (Research Analysts) Regulations, 2014. 
LMSPL hereby declares that it has not defaulted with any stock exchange nor its activities were suspended 
by any stock exchange with whom it is registered in last five years. 
 
LMSPL offers research services to clients as well as prospects. The analyst for this report certifies that all of 
the views expressed in this report accurately reflect his or her personal views about the subject company or 
companies and its or their securities, and no part of his or her compensation was, is or will be, directly or 
indirectly related to specific recommendations or views expressed in this report. 
 
Other disclosures by Latin Manharlal Securities Private Limited (Research Entity) and its Research 

Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject company(s) 

covered in this report-: 

LMSPL or its associates may have financial interest in the subject company. 
Research Analyst or his/her relative’s financial interest in the subject company. (NO) 
 
LMSPL or its associates and Research Analyst or his/her relative’s does not have any material conflict of 
interest in the subject company. The researches Analyst or research entity (LMSPL) have not been engaged 
in market making activity for the subject company. 
 
LMSPL or its associates may have actual/beneficial ownership of 1% or more securities of the subject 
company at the end of the month immediately preceding the date of publication of Research Report. 
Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the 
subject company at the end of the month immediately preceding the date of publication of Research 
Report:(NO) 
 
LMSPL or its associates may have received any compensation including for investment banking or 
brokerage services from the subject company in the past 12 months. LMSPL or its associates may have 
received compensation for products or services other than investment banking or brokerage services from 
the subject company in the past 12 months. LMSPL or its associates may have received any compensation or 
other benefits from the Subject Company or third party in connection with the research report. Subject 
Company may have been client of LMSPL or its associates during twelve months preceding the date of 
distribution of the research report and LMSPL may have co-managed public offering of securities for the 
subject company in the past twelve months. 
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The research Analyst has served as officer, director or employee of the subject company: (NO) 
 
LMSPL and/or its affiliates may seek investment banking or other business from the company or companies 
that are the subject of this material. Our salespeople, traders, and other professionals may provide oral or 
written market commentary or trading strategies to our clients that reflect opinions that are contrary to the 
opinions expressed herein, and our proprietary trading and investing businesses may make investment 
decisions that may be inconsistent with the recommendations expressed herein. In reviewing these 
materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or 
potential conflicts of interest including but not limited to those stated herein. Additionally, other important 
information regarding our relationships with the company or companies that are the subject of this material 
is provided herein. This report is not directed to, or intended for distribution to or use by, any person or 
entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such 
distribution, publication, availability or use would be contrary to law or regulation or which would subject 
LMSPL or its group companies to any registration or licensing requirement within such jurisdiction. 
Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase 
or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless 
otherwise stated, this message should not be construed as official confirmation of any transaction. No part of 
this document may be distributed in Canada or used by private customers in United Kingdom. All material 
presented in this report, unless specifically indicated otherwise, is under copyright to LMSPL. None of the 
material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed 
to any other party, without the prior express written permission of LMSPL . All trademarks, service marks 
and logos used in this report are trademarks or registered trademarks of LMSPL or its Group Companies. 
The information contained herein is not intended for publication or distribution or circulation in any manner 
whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is 
prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure 
Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of 
India before investing in Indian Securities Market. In so far as this report includes current or historic 
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 
 
 

Registered Office: 124 Viraj, S,V.Road, Khar (W), Mumbai 400 052. 
Tel. (022) 4082 4082, Fax (022) 2649 7997. research@lmspl.com, www.latinmanharlal.com 
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