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BSE SENSEX S&P CNX . . 0
39,110 11,738 CMP: INR42 TP: INR57 (+35%) Buy
Bloomberg FCONIN QOperating results in line; Gross margin expansion to pick up in FY20

Equity Shares (m) 1902y 4QFY19 net sales grew 27.9% YoY to INR10.4b (our est. INR10.2b). EBITDA
M.Cap.(INRb)/(USDb) 81.1/1.2 . i
52-Week Range (INR) 59/35 was up 73.7% YoY to INR287m (our est. INR288m). Adj. Loss for the quarter
1, 6, 12 Rel. Per (%) -3/-26/-37 stood at INR103m (our est. loss of INR41m).
12M Avg Val (INR M) 131 m Consolidated gross margin declined (-80bp YoY to 12.7% v/s our est.
Free float (%) 53.7 12.9%). EBITDA margin expanded 70bp YoY to 2.8% (our est. 2.8%).
m During the year, the holding company reassessed the deferred tax asset on
Financials & Valuations (INR b) unutilized tax losses based on probability of future taxable income, and
Y/€ Mar 2019 2070t 2071F ized net deferred t t of INR186.75m during the quarter. Th
Net Sales 388 517 682 recognized net deferred tax asset o .75m during the quarter. Thus,
EBITDA 1.0 23 a1 reported PAT stood at INR78m v/s loss of INR36m in base quarter.
NP 0.2 1.0 2.4 W FY19 consol. performance: Sales/EBITDA grew 29%/86%. EBITDA margin
EPS (INR) -0.1 0.6 15 expanded 80bp YoY to 2.6%.
EPS Gr. (%) 9.0 -5042 1550 w FY19 segmental performance: Centre of Plate (51% of sales) grew 22% YoY
6.0 6.6 8.1 . . . .
ivés(r;)“NR) 54 57 202 with volume growth of 27%. Deflationary environment in the pulses
OE (% -2. . . . . L .
ROCE (%) 43 105 167 portfolio is expected to have impacted realization in the segment. Growth in
P/E (x) 2942 728 286 the Fresh business (24% of sales) was 60% YoY. Processed foods (14% of
EV/Sales (x) 2.0 1.5 1.1 sales) and Home & Personal Care (7% of sales) portfolio grew 14% and 37%,
respectively.
Estimate change l m Valuation & view: Company delivered 29% revenue growth for FY19; we
TP change - believe this growth will continue at current or even higher pace for the next
Rating change - few years (we are building revenue CAGR of ~¥32% over FY19-22), given the
tremendous growth opportunity. Gross margin expansion is slower than
expected, but company is delivering on operating levels. As the company is
expected to be profitable at consolidated net level only in FY20, we believe
near-term P/E multiples are likely to appear extremely expensive on a one-
year forward basis. Thus, we continue to value the company on an EV/sales
basis, assigning a multiple of 1.5x to arrive at a target price of INR57.
Consolidated - Quarterly Earning Model (INR M)
Y/E March FY18 FY19 FY18 FY19  FY19 Variance
1Q 2Q 3qQ 4Q 1Q 2Q 3Q 4Q 4QE (%)
Sales 6,626 7,510 7,847 8,112 8,409 10,111 9,915 10,374 30,075 38,806 10,169 2.0
YoY Change (%) 419 332 423 521 269 346 264 279 421 290 259
Gross Profit 922 1,038 1,071 1,097 1,182 1,331 1,314 1,318 4,224 5246 1,310
Margins (%) 139 138 137 135 141 132 133 127 140 135 129
EBITDA 86 128 166 165 201 251 271 287 543 1,008 288 -04
YoY Change (%) 949.1 318.3 420.1 5342 1334 96.0 63.4 73.7 460.7 85.7 71.9
Margins (%) 1.3 1.7 2.1 2.0 2.4 2.5 2.7 2.8 1.8 2.6 2.8
Depreciation 90 113 106 146 123 127 139 143 455 532 148
Interest 128 122 136 140 159 172 195 209 526 735 208
Other Income 58 52 45 165 83 89 69 72 323 314 77
PBT before EO expense -74 -55 -31 45 2 40 5 8 -115 55 10 -23.0
Extra-Ord expense 0 0 0 0 0 0 -2 -187 0 -189 0
Tax 0 0 0 -25 0 10 5 6 -25 21 -13
MI & Profit/Loss of Asso. Cos. 28 33 16 106 61 60 55 111 170 287 64
Reported PAT -102 -88 -47 -36 -59 -30 -52 78 -260 -64 -41
Adj PAT -102 -88 -47 -36 -59 -30 -53 -103 -260 -237 -41
Margins (%) -15 -12 06 -04 -07 -03 05 -10 -09 06 -04
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Key quarterly charts
Exhibit 1: 4QFY19 consol. net sales up 27.9% YoY to INR Exhibit 2: 4QFY19 consol. gross margin down 80bp YoY to
10.4b 12.7%
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m  Consol. gross margin declined (-80bp YoY to 12.7% v/s our est. 12.9%) while
standalone business gross margins were up 20bp YoY to 13.9%.

m  Lower other expenses as % of sales (-50bp YoY) and staff cost as % of sales (-
100bp YoY) led to EBITDA margin expansion of 70bp YoY to 2.8% (our est. 2.8%).
Standalone business EBITDA margin was up 210bp YoY to 3.8%.

Exhibit 3: As % of sales, employee cost down 100bp YoY and  Exhibit 4: EBITDA grew 73.7% YoY to INR287m in 4QFY19 v/s
other expenses down 50bp YoY in 4QFY19 INR165m in the base quarter...

As a % of sales Employee cost Other expenses EBITDA (INR m)
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Exhibit 5: ..leading to EBITDA margin expansion of 70bp YoY  Exhibit 6: Consol. loss at Adj. PAT level increased to
to 2.8% in 4QFY19 INR103m in 4QFY19 v/s loss of INR36m in base quarter
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Valuation and view

Company delivered 29% revenue growth for FY19; we believe this growth will
continue at current or even higher pace for the next few years (we are building
revenue CAGR of ~32% over FY19-22), given the tremendous growth
opportunity.

Gross margin expansion is slower than expected but company is delivering on
operating levels.

As the company is expected to be profitable at the consolidated net level only in
FY20, we believe near-term P/E multiples are likely to appear extremely
expensive on a one-year forward basis.

Thus, we continue to value the company on an EV/sales basis, assigning a
multiple of 1.5x to arrive at a target price of INR57.

Exhibit 7: There is no major change at EBITDA level but lower other income (v/s earlier estimates) meant that there is a cut of
15.7%/8.9% in FY20/FY21 at Adj. PAT level

Old New Change (%)
INR (m) FY20E FY21E FY20E FY21E FY20E FY21E
Revenue 51,731 68,743 51,665 68,211 (0.1) (0.8)
EBITDA 2,279 4,119 2,284 4,065 0.2 (1.3)
Adj. PAT 1,134 2,676 956 2,438 (15.7) (8.9)

Source: Company, MOFSL
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Financials and valuations

Future Consumer

Consolidated - Income Statement (INR M)
Y/E March FY15 FY16 FY17 FY18 FY19 FY20E FY21E FY22E
Total Income from Operations 13,126 17,030 21,158 30,075 38,806 51,665 68,211 89,453
Change (%) 59.6 29.7 24.2 42.1 29.0 33.1 32.0 31.1
Gross Profit 1,724 2,562 2,886 4,224 5,246 7,750 11,255 15,654
Margin (%) 13.1 15.0 13.6 14.0 13.5 15.0 16.5 17.5
EBITDA -646 -164 97 543 1,008 2,284 4,065 6,491
Change (%) -24.4 -74.6 -159.1 460.7 85.7 126.7 78.0 59.7
Margin (%) -4.9 -1.0 0.5 1.8 2.6 4.4 6.0 7.3
Depreciation 475 284 326 455 532 580 627 681
EBIT -1,120 -447 -229 88 476 1,705 3,438 5,809
Int. and Finance Charges 319 702 449 526 735 759 778 612
Other Income 352 273 250 323 314 413 546 716
PBT bef. EO Exp. -1,088 -876 -427 -115 55 1,359 3,206 5,913
EO Items 0 0 0 0 189 0 0 0
Total Tax 6 -2 9 -25 21 115 481 887
Tax Rate (%) -0.5 0.2 -2.1 21.7 8.6 8.5 15.0 15.0
Minority Interest -66 202 218 170 287 287 287 287
Reported PAT -1,028 -1,076 -654 -260 -64 956 2,438 4,739
Adjusted PAT -1,028 -1,076 -654 -260 -237 956 2,438 4,739
Change (%) 1,381.1 4.7 -39.2 -60.3 LP -504.2 155.0 94.4
Margin (%) -7.8 -6.3 3.1 -0.9 -0.6 1.9 3.6 5.3
Consolidated - Balance Sheet (INR M)
Y/E March FY15 FY16 FY17 FY18 FY19 FY20E FY21E FY22E
Equity Share Capital 9,943 9,876 9,884 11,413 11,443 11,443 11,443 11,443
Total Reserves -2,247 -4,331 -999 -1,460 -1,541 -585 1,853 6,592
Net Worth 7,696 5,545 8,885 9,953 9,902 10,858 13,296 18,035
Minority Interest 338 122 78 42 -24 0 0 0
Total Loans 6,734 5,391 4,714 6,177 7,594 8,394 7,994 4,894
Deferred Tax Liabilities 0 433 440 410 223 223 223 223
Capital Employed 14,768 11,491 14,117 16,582 17,696 19,476 21,514 23,153
Gross Block 5,577 6,767 7,769 8,834 9,978 10,723 11,672 12,662
Net Fixed Assets 3,399 6,197 6,764 7,419 8,031 8,196 8,518 8,826
Goodwill on Consolidation 5,483 1,677 1,677 1,677 1,423 1,423 1,423 1,423
Capital WIP 505 368 895 695 306 561 612 622
Total Investments 1,116 861 404 430 729 802 882 970
Curr. Assets, Loans&Adv. 5,965 4,220 7,178 10,001 12,014 15,428 19,136 23,976
Inventory 1,115 1,101 1,757 2,242 2,468 3,382 4,218 5,228
Account Receivables 1,546 1,650 3,242 4,930 6,747 8,210 10,839 13,724
Cash and Bank Balance 433 170 475 448 684 220 260 283
Loans and Advances 2,872 1,299 1,703 2,382 2,115 3,617 3,820 4,741
Curr. Liability & Prov. 1,700 1,831 2,800 3,640 4,807 6,935 9,058 12,666
Account Payables 1,298 1,085 1,912 2,672 3,003 4,600 5,975 7,728
Other Current Liabilities 293 655 735 769 1,602 2,067 2,728 4,473
Provisions 109 91 153 198 202 269 355 465
Net Current Assets 4,265 2,389 4,378 6,361 7,207 8,493 10,078 11,310
Appl. of Funds 14,768 11,491 14,117 16,582 17,696 19,476 21,513 23,152
E: MOFSL Estimates
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Ratios
Y/E March FY15 FY16 FY17 FY18 FY19 FY20E FY21E FY22E
Basic (INR)
EPS -0.6 -0.7 -0.4 -0.2 -0.1 0.6 1.5 2.9
BV/Share 4.7 3.4 5.4 6.0 6.0 6.6 8.1 10.9
Valuation (x)
P/E -67.7 -64.7 -106.4 -267.8 -294.2 72.8 28.6 14.7
Cash P/E -125.8 -87.8 -212.0 357.0 235.9 45.3 22.7 12.8
P/BV 9.0 12.6 7.8 7.0 7.0 6.4 5.2 3.9
EV/Sales 5.8 4.4 3.5 2.5 2.0 1.5 1.1 0.8
EV/EBITDA -117.6 -456.5 762.8 138.8 75.9 34.0 19.0 11.4
Return Ratios (%)
RoE -13.1 -16.3 9.1 -2.8 -2.4 9.2 20.2 30.3
RoCE -6.6 -1.4 0.2 2.2 4.3 10.5 16.7 25.1
RolC -11.0 -3.9 -2.1 0.5 2.8 9.2 15.5 24.1
Working Capital Ratios
Fixed Asset Turnover (x) 2.4 2.5 2.7 3.4 3.9 4.8 5.8 7.1
Asset Turnover (x) 0.9 1.5 1.5 1.8 2.2 2.7 3.2 3.9
Inventory (Days) 31 24 30 27 23 24 23 21
Debtor (Days) 43 35 56 60 63 58 58 56
Creditor (Days) 36 23 33 32 28 32 32 32
Leverage Ratio (x)
Current Ratio 3.5 23 2.6 2.7 2.5 2.2 2.1 1.9
Net Debt/Equity 0.7 0.8 0.4 0.5 0.6 0.7 0.5 0.2
Consolidated - Cash Flow Statement (INR M)
Y/E March FY15 FY16 FY17 FY18 FY19 FY20E FY21E FY22E
OP/(Loss) before Tax -1,088 -1,110 -646 -331 55 1,359 3,206 5,913
Depreciation 490 284 326 455 532 580 627 681
Interest & Finance Charges 37 519 308 399 421 346 233 -103
Direct Taxes Paid -64 -32 124 -77 -21 -115 -481 -887
(Inc)/Dec in WC -1,872 847 -1,235 -1,600 -609 -1,750 -1,545 -1,209
CF from Operations -2,497 508 -1,123 -1,155 378 418 2,040 4,395
Others 66 287 311 217 0 0 0 0
CF from Operating incl EO -2,431 795 -812 -938 378 418 2,040 4,395
(Inc)/Dec in FA -592 -685 -1,236 -846 -502 -1,000 -1,000 -1,000
Free Cash Flow -3,023 110 -2,048 -1,783 -124 -582 1,040 3,395
(Pur)/Sale of Investments -2,721 802 169 -113 -299 -73 -80 -88
Others 1,440 269 -400 -292 314 413 546 716
CF from Investments -1,873 385 -1,467 -1,250 -487 -660 -534 -373
Issue of Shares 80 2 4,380 115 30 0 0 0
Inc/(Dec) in Debt 4,867 -838 -1,273 1,997 1,418 800 -400 -3,100
Interest Paid -320 -607 -394 -447 -735 -759 -778 -612
Others 0 0 -130 503 -287 -287 -287 -287
CF from Fin. Activity 4,627 -1,443 2,584 2,168 426 -246 -1,465 -3,999
Inc/Dec of Cash 323 -263 305 -21 317 -488 40 23
Opening Balance 110 433 170 468 448 764 277 317
Closing Balance 433 170 475 448 764 277 317 340
E: MOFSL Estimates
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Corporate profile

Future Consumer

Company description

Future Consumer Limited operates as a food
company. The Company focuses on branding,
marketing, sourcing, manufacturing, and
distribution of basic foods, ready to eat meals,
snacks, beverages, and personal hygiene and home
care products. The company has around 27 brands
in over 65 categories; FCL is continuously working
on expanding its portfolio. Future Consumer also
has agri-sourcing operations in India.

Exhibit 1: Sensex rebased

Future Consumer

Sensex - Rebased

70

60

50

40

30
o0 o] o0 )] [e)]
— — — — —
> oo > o) >
© S o (5} ©
= < z w- =

Source: MOFSL/Bloomberg

Exhibit 2: Shareholding pattern (%)

Exhibit 3: Top holders

Mar-19 Dec-18 Mar-18 Holder Name % Holding
Promoter 46.3 45.7 43.7 Black River Food 2 Pte. Ltd. 7.6
DIl 2.0 2.1 1.0 Verlinvest SA 7.3
Fil 17.3 16.6 20.5 Arisaig India Fund Limited 7.0
Others 34.4 35.6 349 Bennett, Coleman and Company Limited 4.8
Note: Fll Includes depository receipts Source: Capitaline International Finance Corporation 3.0

Exhibit 4: Top management

Exhibit 5: Directors

Source: Capitaline

Name Designation Name Name
G N Bajpai Chairman & Independent Director Frederic De Mevius Adhiraj Harish
Kishore Biyani Vice Chairman Krishan Kant Rathi Deepak Malik

Ashni Biyani

Manoj Gagvani

Managing Director

Company Secretary

Narendra Baheti

Harminder Sahni

Exhibit 6: Auditors

Source: Capitaline

Exhibit 7: MOFSL forecast v/s consensus

*Independent

Name

Type

SRBC&ColLlLP

Sanjay Dholakia & Associates

Statutory

Secretarial Audit

Source: Capitaline

EPS MOFSL Consensus Variation
(INR) forecast forecast (%)
FY20 0.6 0.4 68.5
Fy21 1.5 0.9 64.5

Source: Bloomberg
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Explanation of Investment Rating

Investment Rating Expected return (over 12-month)

BUY >=15%

SELL <-10%

NEUTRAL <-10% to 15%

UNDER REVIEW Rating may undergo a change

NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation

*In case the recommendation given by the Research Analyst is inconsistent with the investment rating legend for a continuous period of 30 days, the Research Analyst shall within
following 30 days take appropriate measures to make the recommendation consistent with the investment rating legend.

Disclosures

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations).

Motilal Oswal Financial Services Ltd. (MOFSL) is a SEBI Registered Research Analyst having registration no. INH000000412. MOFSL, the Research Entity (RE) as defined in the
Regulations, is engaged in the business of providing Stock broking services, Investment Advisory Services, Depository participant services & distribution of various financial
products. MOFSL is a subsidiary company of Passionate Investment Management Pvt. Ltd.. (PIMPL). MOFSL is a listed public company, the details in respect of which are
available on www.motilaloswal.com. MOFSL (erstwhile Motilal Oswal Securities Limited - MOFSL) is registered with the Securities & Exchange Board of India (SEBI) and is a
registered Trading Member with National Stock Exchange of India Ltd. (NSE) and Bombay Stock Exchange Limited (BSE), Multi Commodity Exchange of India Limited (MCX) and
National Commodity & Derivatives Exchange Limited (NCDEX) for its stock broking activities & is Depository participant with Central Depository Services Limited (CDSL) National
Securities Depository Limited (NSDL),NERL, COMRIS and CCRL and is member of Association of Mutual Funds of India (AMFI) for distribution of financial products and Insurance
Regulatory & Development Authority of India (IRDA) as Corporate Agent for insurance products. Details of associate entities of Motilal Oswal Financial Services Limited are
available on the website at http:/onlinereports.motilaloswal.com/Dormant/documents/List%200f%20Associate%20companies.pdf

MOFSL and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and
buy or sell the securities or derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have
any other potential conflict of interests with respect to any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the
specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the associates of MOFSL even
though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report

MOFSL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the recipients of this report
should be aware that MOFSL may have a potential conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not based on any specific
merchant banking, investment banking or brokerage service transactions. Details of pending Enquiry Proceedings of Motilal Oswal Financial Services Limited are available on the
website at https:/galaxy.motilaloswal.com/ResearchAnalyst/PublishViewLitigation.aspx

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may vary based on Fundamental
research and Technical Research. Proprietary trading desk of MOFSL or its associates maintains arm’s length distance with Research Team as all the activities are segregated
from MOFSL research activity and therefore it can have an independent view with regards to Subject Company for which Research Team have expressed their views.

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability
or use would be contrary to law, regulation or which would subject MOFSL & its group companies to registration or licensing requirements within such jurisdictions.

For Hong Kong:

This report is distributed in Hong Kong by Motilal Oswal capital Markets (Hong Kong) Private Limited, a licensed corporation (CE AYY-301) licensed and regulated by the Hong
Kong Securities and Futures Commission (SFC) pursuant to the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) “SFO”. As per SEBI (Research Analyst
Regulations) 2014 Motilal Oswal Securities (SEBI Reg No. INH000000412) has an agreement with Motilal Oswal capital Markets (Hong Kong) Private Limited for distribution of
research report in Hong Kong. This report is intended for distribution only to “Professional Investors” as defined in Part | of Schedule 1 to SFO. Any investment or investment activity
to which this document relates is only available to professional investor and will be engaged only with professional investors.” Nothing here is an offer or solicitation of these
securities, products and services in any jurisdiction where their offer or sale is not qualified or exempt from registration. The Indian Analyst(s) who compile this report is/are not
located in Hong Kong & are not conducting Research Analysis in Hong Kong.

For US.

Motilal Oswal Financial Services Limited (MOFSL) is not a registered broker - dealer under the U.S. Securities Exchange Act of 1934, as amended (the"1934 act") and under
applicable state laws in the United States. In addition MOFSL is not a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers
Act" and together with the 1934 Act, the "Acts), and under applicable state laws in the United States. Accordingly, in the absence of specific exemption under the Acts, any
brokerage and investment services provided by MOFSL , including the products and services described herein are not available to or intended for U.S. persons. This report is
intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the Exchange Act and interpretations thereof by SEC (henceforth referred to as
"major institutional investors"). This document must not be acted on or relied on by persons who are not major institutional investors. Any investment or investment activity to which
this document relates is only available to major institutional investors and will be engaged in only with major institutional investors. In reliance on the exemption from registration
provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the "Exchange Act") and interpretations thereof by the U.S. Securities and Exchange
Commission ("SEC") in order to conduct business with Institutional Investors based in the U.S., MOFSL has entered into a chaperoning agreement with a U.S. registered broker-
dealer, Motilal Oswal Securities International Private Limited. ("MOSIPL"). Any business interaction pursuant to this report will have to be executed within the provisions of this
chaperoning agreement.

The Research Analysts contributing to the report may not be registered /qualified as research analyst with FINRA. Such research analyst may not be associated persons of the U.S.
registered broker-dealer, MOSIPL, and therefore, may not be subject to NASD rule 2711 and NYSE Rule 472 restrictions on communication with a subject company, public
appearances and trading securities held by a research analyst account.

For Singapore

In Singapore, this report is being distributed by Motilal Oswal Capital Markets Singapore Pte Ltd (“MOCMSPL") (Co.Reg. NO. 201129401Z) which is a holder of a capital markets
services license and an exempt financial adviser in Singapore.As per the approved agreement under Paragraph 9 of Third Schedule of Securities and Futures Act (CAP 289) and
Paragraph 11 of First Schedule of Financial Advisors Act (CAP 110) provided to MOCMSPL by Monetary Authority of Singapore. Persons in Singapore should contact MOCMSPL
in respect of any matter arising from, or in connection with this report/publication/communication. This report is distributed solely to persons who qualify as “Institutional Investors”,
of which some of whom may consist of "accredited” institutional investors as defined in section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore (“the

SFA”). Accordingly, if a Singapore person is not or ceases to be such an institutional investor, such Singapore Person must immediately discontinue any use of this Report and
inform MOCMSPL.

Specific Disclosures

MOFSL, Research Analyst and/or his relatives does not have financial interest in the subject company, as they do not have equity holdings in the subject company.

MOFSL, Research Analyst and/or his relatives do not have actual/beneficial ownership of 1% or more securities in the subject company

MOFSL, Research Analyst and/or his relatives have not received compensation/other benefits from the subject company in the past 12 months

MOFSL, Research Analyst and/or his relatives do not have material conflict of interest in the subject company at the time of publication of research report
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MOFSL has not received compensation for investment banking/ merchant banking/brokerage services from the subject company in the past 12 months
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