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Disclaimer  

● Personally invested in KRBL Ltd.  

● Can exit in future without prior notification.  

● This is NOT a stock recommendation. Kindly do 

your own due diligence and/or consult a 

registered investment advisor before making any 

investment decisions.  
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Mr. Market’s Prejudices for the Business 

● Cyclical Business 

 

● High Debt 

 

● High Inventory 

 

● Low FCF 

 

● Single Product Company 

 

● Management Integrity 
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Business Intricacies 

● Basmati Grown Only Once a Year 
○ Paddy procurement limited to the period between Oct-Dec 

 

● Basmati Rice Aging 
○ Aged Basmati Rice is premium product because of its better taste, flavour, and aroma 

○ Only grain in the world which when cooked can elongate 3-4 times of its original length 

○ Aging is essential for Basmati as it is for Wine or Scotch/Whiskey 

 

● Farmers behavior similar to Real-Estate and Shipping industry players 

 

● GI Indication tag for Indian Basmati Rice 
○ Recognition allows Basmati Rice to grow in the Indo-Gangetic plains 
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Farmer’s Thought Process Before Selecting Crop 

● Parmal Rice is the second best alternative for farmers after Basmati 

 

● Farmer just looks for higher “income per acre”  

 

 

 

 

● It costs more to grow Parmal than Basmati 

 

● Government announces Parmal MSP before sowing season 

  

 

Type of Paddy Sown Production Per Acre Realization/KG Total Income Per Acre 

Parmal ~3000 kg Rs. 18 (Current MSP) Rs. 54,000 

Basmati ~2000 kg Rs. 33 (Current Price) Rs. 66,000 

Source: FY19Q3 KRBL Earnings Call 
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Historical Grade A Paddy MSP Price 

Source: https://www.ceicdata.com/en/india/minimum-support-price/minimum-support-price-kharif-crop-paddy-grade-a 
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Flat Top-line But Improved Margins 

Source: Screener.in 7 



Margins Driven by ~2 year Aged Rice Inventory 

Source: KRBL historical Annual Reports & Quarterly Earnings con-calls 
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Shift in Focus Since FY17 Resulting in 

Improved Margins: 

- No private label 

- Very Less non-basmati exports 

- 100% focus on IG Brand and Premium 

Realization. 

Low paddy prices & Large Iran Bulk Tender 

Order Suppressed Realization and Margins. 



Premium Price for Aged Basmati  

● Management Claims 
○ Aged inventory always has premium pricing which supports realization when prices are down 

○ Falling paddy price works to their benefit 

Source: KRBL historical Annual Reports & Quarterly Earnings con-calls 

Volatile Paddy Prices 

Stable Realization 
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Paddy price down 42%  

Realization down only 14%  



Why Falling Paddy Prices Works to KRBL’s Benefit? 

● “Insider Information!” 
○ KRBL sells ~35% of overall seeds for Basmati production 

 

● Management prepares for Paddy Purchase Season based on the “Insider 

Information” 
○ Greedy when prices are down to irrational levels 

○ Fearful when prices are high to irrational levels  

Source: KRBL historical Annual Reports & Quarterly Earnings con-calls 
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Rational Behaviour of Fearful & Greedy 

Fearful in FY14 per kg  Greedy in FY16  
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http://www.youtube.com/watch?v=1bxKZzYxM1c
http://www.youtube.com/watch?v=yLSZ2TaBxew


Efficient Working Capital Management Inv Inc 

INR Mar-11 Mar-19 Increase 

WC (cr) 329 1851 1522 

Net Debt (cr) 888 1402 514 

WC funded through internal accrual in last 8 years (cr) 1008 
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“Moat” Widens with Increasing Inventory 

Net Debt starts rising with the commencement of procurement of paddy in H2 every year and becomes insignificantly low by end of 

H1 of next fin year. This is a cyclical phenomenon which results in near zero debt at the end of H1 every year for the company. - 

Source: FY19Q4 Earnings Corporate Presentation 

~4x 

~2x 



Consistently Better Export Realization 
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● Domestic demand is price elastic. 

● Middle East demand is price inelastic. 



Respectable ROIC from Agri Business  
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Asset light business. But intensive WC requirement to grow the business.  

 

Branding & Pricing power helping to generate healthy return ratios from core Agri business. 

“We like companies which buy a commodity and sell a brand.” - Warren Buffett  

 

Amit Rupani
Sticky Note
Total PPE - Energy FA932-660 = 272



India Gate - Undisputed Brand Leader in India 

KRBL’s Domestic & Exports Market Share has been 30% and 25% every year from FY11 to FY15 

according to their Annual Reports or Corporate Presentations. 
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Source: KRBL historical Annual Reports, AC Neilsen MAT March, 2018 



India Gate - #1 Brand in Several Countries  
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Not Easy to Thrive in this Business 

● HLL, ITC, PepsiCo Foods exited Basmati Rice business in India 

● Existing competition is debt laden and generating very low return ratios 
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Focussed Approach  

● Management fully focused on Basmati as their main product 

 

● Kept distance from foraying into Atta, Dal, Pulses, etc. 

 

● No interest in competitive low margin business 
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Structural Basmati Demand  

Source: KRBL historical Annual Reports & Quarterly Earnings con-calls 

Source: http://agriexchange.apeda.gov.in/product_profile/exp_f_india.aspx?categorycode=0601 
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Domestic Opportunity with Longevity 

● Enough headroom for branded players to enhance MS in Basmati consumer 

pack 
○ Branded - 800k MT (KRBL’s MS is 35%) 

○ Unbranded - 1200k MT (~75% sold in loose form) 

 

● Current consumption in India is 3% Basmati and 97% non-basmati 
○ Increasing disposable income of growing Indian middle class should increase demand 

 

● Launched premium non-basmati rice varieties with better margins 
○ Jeera Rice 

○ Kolam Rice 

○ Idli Rava Rice 
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How Do You Compete with Leading Branded Basmati Producer in the World? 

● Decades of Basmati Rice Business Experience is MUST 

 

● Fully Integrated Operations with role in every aspect of Basmati value chain 

○ Seed Development 

○ Contact Farming 

○ Procurement of Paddy 

○ Processing & Aging 

○ Branding & Marketing 

 

● Milling Capacity 

○ Build milling capacity that would have to be better than world’s #1 capacity of KRBL to gain 

similar economies of scale and operating leverage 
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How Do You Compete with Leading Branded Basmati Producer in the World? 

● Financial Muscle to Buy Basmati Inventory 

○ Have capability to Age ~3000cr of basmati inventory  

○ Ability to bear the pain if basmati prices fall 

○ Ability to buy the falling knife if paddy prices collapse 

 

● Massive International & Domestic Distribution Network 

○ 82 countries across the world 

○ 484 distributors all over India 

 

● Build a Global Basmati Brand (‘India Gate’ has 76% MS in the ‘premium’ category in GCC markets) 

 

● Lastly need a leader like Mr. Anil Kumar Mittal, Chairman & MD 
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Must Watch Video  
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KRBL - The God of Grains 

http://www.youtube.com/watch?v=ftO8luxERI0


Risks 

● Lower Realization 

 

● Single Product Concentration 

 

● Climate Dependency 

 

● Foreign Currency Fluctuations 

 

● International Trade Wars 

 

● Consumption Pattern Changes 

 

● Tax claim of Rs. 1268cr + interest by IT (currently under protest by KRBL) 

 

● Many Other Risks that are Unknown Today But can Hit from Blindside in Future 24 



Thank you for listening!  

Any Questions? 
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