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BUY

Target Price: Rs 284

CMP : Rs.239
Potential Upside :19%
MARKET DATA

No. of Shares (Cr) : 13.30

Market Cap (Rs Cr)  : 3093

C C I_ P rOd U C'I'S | N d iq I_'I'd Z:::Z?I;vol (6mth) 5758?09

52-w High / low : Rs 306 /Rs 225
Bloomberg : CCIPIN
Tea & Coffee Promoter holding : 45.28%

A Hot Brew...

Price performance

150
100
50 4 T :
May-18 Jan-19 Sep-19
e==Sensex === CCL Products
Financial Summary Shareholding pattern
Y/E Sales EBITDA Mar-19  Q-0-Q Change
March (Rs Cr) (Rs Cr)
Promoters 45.28 -
FY18 1138 239 148 11.1 10.1 25 21.7 18.8 2.5
FY19 1081 245 155 1.6 45 245 196 17 35 s 25.84 (6.04]
FY20E 1252 293 170 12.8 9.9 187 188 177 32  Dis 2.61 401
FY21E 1464 350 222 16.7 30.6 14.3 21.2 20.1 4.2 Public (Others) 26.27 (1.61)
Source: Company, Axis Securities, CMP as on 9 Sep 2019
AAXIS SECURITIES Tanvi Shetty — Asst. Manager - Research Suvarna Joshi - Sr. Manager - Research
| B4 tanvi.shetty@axissecurities.in | 7 (+91 22 4267 1758) | B4 suvarna.joshi@axissecurities.com | 78 (+91 22 4267 1740)
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Investment Rationale

Steady growth in

Coffee Consumption

Asia to lead growth of
Instant Coffee market

09 SEP 2019 Company Report

CCL Products India Ltd
Sector: Tea & Coffee

CCLP largest exporter

In B2B segment

World coffee industry is a USD
100bn market growing at a
rate of 5.5% over 2015-19

As per ICO, coffee volumes
(consumption)  estimated  to
grow at a stable 3% CAGR
over next 5 years the same as
2015-19

European Union (EU) & United
States  (>40% of world
consumption) are the largest
consumers, having grown at
1.4%/2.9% CAGR over coffee
year 2015 -19 respectively

South & East Asia offers next
leg of growth. These regions
grew fastest with 6% CAGR vs
2% CAGR for Rest of World

over Coffee Year 2015 - 2019/

I‘AXIS SECURITIES

Instant coffee (IC) or Soluble
coffee is USD 28bn market
(Qlakh  MTPA)  projected to
grow at 4.5% CAGR over
2018-2024E. Indian IC market
growing at +15% p.a. Factors
driving consumption growth:
v' Shifting consumption to IC from
tea owing to ICs convenience

v" Growing affordability

v Rising millennial population

¢+ Asia is the largest consumer of

instant coffee with >40% share

with huge potential to grow led

by

v' Easy availability of RM (green
coffee beans)

v Rising disposable income

v low per capita consumption at
less than 2kg per year

Europe is the 2 largest
consumer of Instant Coffee with
9% share followed by Russia

( 5%). Americas too is amongy

the major consumer of IC

~40% of global IC market
(~3.7lakh MT) is constituted by
regional brand owners and
private labels

Currently, CCLP has ~10%
market share in the global
(private  label) IC  market
growing at ~6-7% p.a.

CCLP operates as a B2B player
has 35,000MTPA (28% share
of Indian IC capacity) making it
the largest exporters  to
B2B/private  label  coffee
manufacturers

CCLP (37% market share of
Indian IC exports) positioned at
the cusp of a huge growth
opportunity coming from

v" Deepening existing relationship

v" Higher share of value added
products (small packs, blends)

High Entry Barriers
Leads to economic moat

Expertise in developing
customized coffee blends is
achieved over 25 vyears
experience in coffee conversion;
difficult to  replicate by
competition

long standing and diversified
client base with >50% sticky
order book led by expertise in
customising blends and offering
further value addition as cost
competitive prices

Offers low operating costs
versus peers given superior
technology (ability to convert
low grade green coffee to most
premium blend), economies of
scale and duty & tax incentives

Immune from volatility in RM
(green coffee) prices due to
backto-back  contracts  with
customers
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Investment Rationale

Vietnam plant

strategically positioned

Capacity Additions,
valve added products

09 SEP 2019 Company Report

CCL Products India Ltd
Sector: Tea & Coffee

Foray into high margin

Branded Retuail business

Easy access to green coffee
beans allows enough
procurement benefit. CCLP’s
plant located at Dak Lok
province (main coffee growing
region) of Vietnam, world’s 2"d
largest coffee producing nation

Immense Llogistic cost savings
given  proximity to end
consumer markets of Japan,
China and emerging ASEAN

countries

Tax & duty benefits accrue to
CCLP because of:

v" Reduced or NIL duty owing to
most favored nation status to
Vietnam by most countries;

v" NIL tax for CCLP over lifetime
at its Vietnam operations if it
meets stipulated conditions

Enables to cater to Japanese
market demand for premium

freeze  concentrated |iquy

coffee variety

I‘AXIS SECURITIES

-to expand margins

Freeze Dried Coffee (FDC),
being a value added product,
enjoys higher margins (~1.5x
vs Spray Dried Coffee)

Commissioning of 5,000MT
FDC capacity in Q1FY20 to
help expand margins in wake
of rising demand for premium

coffee in USA

Incremental volume growth to
be supported by 3,500MT
Vietnam plant expansion

Growing pie of higher margin
Small packs segment. Small
packs fetches ~5% higher
realization vs bulk packaging.
Growing customer’s demand
aided capacity addition plans
(packing &  agglomeration
facility in Sullurpet, India) for

small packs /

‘Continental Coffee’ launched
by CCLP as its brand to
capitalize on domestic instant
coffee market (growing at 15%
CAGR|) opportunity

By 2021 Continental Coffee to
be a pan India Instant Coffee
brand. 1 launched in South
India in 2014 a traditional

coffee consuming region

FY20 A&SP investments guided
to be Rs. 30cr (50% higher
YoY; FY19 it spent Rs. 20cr)

Branded B2C segment
revenues to double in FY20 at

Rs. 70cr as per management

Overall Domestic  business

revenues to stand at 15% by

FY21 as per management

Healthy Financial

& Valuation

¢+ We expect, CCL Products to

post Revenue/EBITDA/PAT
CAGR of 16%/19%/20% over
FY19-21E driven by

v" Volume growth (capacity
additions at India & Vietnam)

v" Transition to higher margin
value added products (FDC,
Small Packs)

EBITDA Margin expansion of
120 bps to 23.9% in FY21E
over FY19 aided by value

added products and B2C
business

ROE to further improve from
19.6% in FY19 to 21.2% in
FY21E

¢+ We initiate coverage on CCL

Products with "BUY* rating with
a 15-18 months target price of

Rs.284/share valuing it at 17x
FY21 P/E

4
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CCL Products India Ltd
Growth in Coffee Consumption Sector: Tea & Coffee
Brewing World Coffee Consumption World Coffee Consumption Breakup

¢ World coffee industry is a USD 100bn market growing at 5.5% bl Indonesia
CAGR over 201519 dn, | Coreda Ty

¢ As per ICO, coffee consumption (volumes) growth expected to Brazil Japan ) R;f,/si" Vigt;cm
maintain 3% CAGR over coffee year 2019-20 (same as coffee 14% o ; Ethiopia
year 2015 up to 2019) at 168 million bags : 2%

¢+ Key drivers for world coffee consumption: Umrfigmes C2h'/n °

Korea South

v Improved standard of living leading to growing coffee culture
2%

European Union
28%

v Rising demand from millennials (growing food outlets & café culture)

Mexico
v Switching consumption to coffee from other beverages (growing 1%
rate of coffee vending machines across Corporate Institutions &
Offices)
Rising World Coffee Consumption ¢ European Union (EU) & United States are the key coffee
consuming nations globally (>40% of world consumption)
v Both regions reported volume CAGR of 1.4%/2.9% respectively
170,000 - o a6k 163,887 over last 5 coffee years
160,000 159,460 v Value growth expected to be 7.8%/8.1% CAGR over 2019-24,

highlighting shift to premium coffee
v Over 50% coffee is imported by EU & US followed by Japan and
Russia

153,839

152,729
150,000 - 145,637

(In '000 60Kg bags)

140,000

CCILP at the cusp of huge growth opporfunity

130,000

201415 201516 201617 2017-18 201819 a"’s’ngfrom growing developedmarkefs

Source: ICO (International Coffee Organization), US Dept. of Agriculture, Axis Securities

I‘AXIS SECURITIES 5
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CCL Products India Ltd
South & East Asia- Next leg of growth in coffee consumption Sector: Tea & Coffee
South & Eust Asian nations reported 6% CAGR in coffee Vietnam being the second largest green coffee producer globally
consumption (ROW CAGR at 2% ) over CY* 2015-19 South & East Asia
accounting for ~30% of
¢ Green coffee exporters reported higher CAGR (8-10%) production
including countries like Vietnam, Indonesia, Philippines etc. /N = Brazil
19% Vi
¢+ Coffee importers reported 7-8% CAGR including markets like 7% .I jmqm,
Taiwan, China, South Korea etc. 4% '|”d°”es'°
H India
Key drivers for growth of IC consumption in ASEAN = Colombia
+ Llow average per capita consumption (less than 2kg) against = Honduras
matured western markets of over 10kg = Ethiopia
= Uganda
+ Shifting consumer preference towards coffee from tea Pegru
¢+ Rising disposable incomes in emerging markets " Mexico
- T h
¢ Cost efficient and easy availability of green coffee Others
(Robusta**) beans (30% of world’s share comes from South . . . .
& East Asian countries) Robusta capital of the world — Vietnam leads in production
i ion i i i H Dominated by South & East ™ V'™
Low per capita consumption in Asian countries huge growth potential e
= 16 India
g 12 u Malaysia
5 Thailand
% ° ) Philippi
g- 4 [ | i ines
B Brazil
g 0
9 2 2§ ¢ 8 ¥ § 2T g 2 2 " donee
g 0 O o g > g el 3 = _g m Cote dchr(39)Ivoire
o £ ® 0 = © 'S S (@ =
£ t _-'E‘ é’ > TE -g Tanzania
u;) 2 - u Others
Note: ROW  Rest of World; *CY: Coffee Year i.e.. Oct-Sept Source: US Dept . of Agriculiure, Axis Securities **Robusta is the cheaper variety of coffee bean vs Arabica bean; its harsher taste profile makes it more suitable

for instant coffee production

I‘AXIS SECURITIES 6
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CCL Products India Ltd
Instant Coffee Market —-Huge Potential for growth Sector: Tea & Coffee

Global Instant Coffee market value is USD28bn with size of 9lakh Rising Asian consumption of instant coffee to hoost CCLP ‘s revenues

MT; projected to grow at 4.6% CAGR over 2018-2024E

¢ Main drivers for Instant Coffee consumption include:

2008 2018

v : o :
Convenience and ease of preparation in the fast paced lifestyle %.
v’ Preference of younger generation towards ready-to-drink/premix 5% %
coffee 5
I _— , , . 9% E
v Switching from tea drinking (China, Russia and Turkey) to instant 1%
coffee over vanilla roast and ground coffee
6% 5%
. 04%
¢+ Asia is the largest consumer of instant coffee with Philippines, 39 5% 2% 59 oe O
China, South Korea, India being the major consumers m Philippines = China ® Japan 2% m Indonesia
® India ®m Malaysia ® Thailand m Vietham
. . . Mexico H Brazil = Colombia Canada
¢+ Asian consumption increased at a healthy rate of ~10-12% p.a. United States European Union Russia Others

in Vietnam, China, Indonesia, Philippines and India led by: . e el .
PP 4 Considerable scope to grow IC consumption in China & India
v Ability of instant coffee to be tailored to local tastes & preferences

v Easy availability of Robusta beans which is cheaper and more 25
suitable for instant coffee production along with favorable
government incentives has led to expansion of instant coffee market 2.0
in the region. -
§ 1.5
¢ India and China world’s most populous countries offer immense g 10
scope to improve per capita Instant Coffee consumption which at =
<0.5kg over 20032017, is much below 2kg consumed in other 03
Asian nations ]
0.0 . ) . . X South I
China India Indonesia:  Taiwan Vietnam Korea Philippines
¢+ European Union is the 2" largest consumer of IC driven by
countries SUCh as P0|Gnd Ond BUlgGrIG' Glong Slde Russia WhICh Source: ICO and Euromonitor International - Hot Drinks, 2018 edition (ICO calculations over 2003 — 2017 for

witnessed sh'ong demand population aged 15 and above) , US Dept of Agriculture, Axis Securities

I‘AXIS SECURITIES 7
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CCL Products India Ltd
Growing instant coffee market in India Sector: Tea & Coffee
Indian Instant Coffee exports grew at ~7% CAGR over Consistently rising Instant coffee exports from India
2015-2018 owing to
160,000 - 7.2% CAGR
v' Duty free imports of green coffee world over for re-exporting
120,000 - 105,468 115,258 116,702

in MT

v Availability of cheaper green coffee; India accounts for ~4% of 94,652
world green coffee production (70% of which constitutes Robusta)
80,000
v' Lower cost of production and cheap labor :
40,000 -
v" CCLP has largest share (37%) in Indian Instant Coffee exports— as
it provides low cost value added products (duty free) to customers 0

in 85' countries - across Asia, USA & Europe against peers CY 2015 CY 2016 CY 2017 CY 2018
countries like Brazil

Domestic (India) IC market growth at 15% p.a. highest across Russian Federation is higgest customer of Indian Coffee
world

v" With Rs. 2,000cr size, Indian Instant coffee market is growing at
the fastest pace with 15% p.a. 1%  12%

10%

1%
1%
1%

v Nestle & Bru (~90% share) dominate Indian Instant Coffee market
currently. CCLP emerging as the 34 largest branded player
domestically

v' CCLP’s domestic revenues 7% (FY19 revenues) offers huge scope 0%

for revenues growth driven by deepening penetration from B2C
branded products (Continental Coffee Pvt Ltd), Private Label,

. mOthers mRussia mTurkey ®Indonesia mPoland = Malaysia
Institutional (army orders) segments

Spain Belgium = Germany m ltaly Jordan

Source: Coffee Board of India, Axis Securities

I‘AXIS SECURITIES 8
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CCL Products India Ltd: Company Brief

¢ Established in 1995, CCL Products (CCLP) is one of the largest
suppliers of instant coffee (IC) in the world with long standing
relationships with private labels players globally

¢ largest manufacturer & exporter of IC in India. FY19
Exports/Domestic Revenue share stood at 93%/7% resp.

¢ With 35k MTPA capacity CCLP has the largest manufacturing
capacity in India. Besides, it has 100% owned subsidiaries -

v’ Vietnam - Ngon Coffee Company (to cater to ASEAN market)

v Switzerland - Grandsaugreen SA (agglomeration unit to
penetrate in Europe)

v India - Continental Coffee Pvt Ltd (own domestic coffee brand)

¢ Manufactures following broad categories of Instant Coffee:

v Spray dried coffee (SDC): Relatively cheaper product owing to
loss of flavor and aroma during manufacturing process. Most
commonly exported variety of instant coffee

v' Agglomerated coffee: More appealing & granularized form of
SDC. It fetches ~5% higher realization against SDC

v Freeze dried coffee (FDC): Most premium variety of coffee. It
fetches 1.5x higher margins vs SDC, due to superior aroma
recovery

v 3-in-1 Premix Coffee: Mixture of IC, creamer and sugar

v liquid coffee: Procured on coffee extraction/by-product,
produced specifically for Japanese clients

09 SEP 2019 Company Report

CCL Products India Ltd
Sector: Tea & Coffee

CCLP is the largest Instant Coffee Mfg. in India with 28% share

Capacity Details India Vietnam
i Chmr Pk

Spray Dried 14,000 10,000

Freeze Dried 6,000 5,000

Total Manufacturing Capacity 20,000 5,000 10,000

Source: Company, Coffee Board of India, Axis Securities

With 37% volume market share, CCLP is largest exporter of Instant
Coffee in India

120000 - - 40%

80000 - - 38%
s
£

40000 - - 36%

O T T T 34%

CY 2015 CY 2016 Cy 2017 Cy 2018

Jd Others mmmmm CCLP's share in India's IC Exports === CCL Products Share in Exports (%)

I‘AXIS SECURITIES
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CCL Products India Ltd
CCLP ably positioned in a growing B2B Market Sector: Tea & Coffee
USD100bn market;
USD10 bn Con;verters - CCFIL P'\rxduc:'ts,&DEK, Super, Olcrr] have dominated by large
market uge scope for iviargin DAUS 2Pl brand owners like Nestle, JDE, Strauss
N\
\ a2 7
mﬁ‘ : 1 5 —Lh'h'"" %
[ {] : A=Ad
COFFEE BEAN PRODUCTION e \ COFFEE BEAN PROCESSING 1% PACKAGING me AETAIL & FOOD SERVICE
® ~ 7 4
¢ Final (Retail) price of coffee significantly higher than vanilla CCLP enjoys ~10% market share in global IC private label market

production activity owing to higher value addition throughout
the value chain
v ~48% of profits in the value chain enjoyed by branded Retail
businesses like Nestle, Jacobs Douwe Egberts (JDE), Strauss etc.

growing at ~6-7% p.a.

v Regional brand owners & Private labels (~40% of global IC
market in tfonnes) growing @ ~6-7% p.a. which is faster than
branded retail players growing at 3-4% p.a.

¢ Brand owners & Private Labels procure coffee from converters
like CCLP due to :
v" +250 varieties of coffee blends portfolio - high entry barrier
v Cost competitive value added product (small packs) offerings & Retail Brand Owners - Nesfle, Strauss, JDE

v' Stringent quality standards in line with international norms
Source: Axis Securities, various industry reports

 Private Lable & Regional Players

I‘AXIS SECURITIES 10
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CCL Products India Ltd
Strong business moat with resilient margins Sector: Tea & Coffee

Expertise in blends & Cost efficient business model -Key strengths Cost efficiency led to reducing gap between EBITDA % & GM

¢+ Expertise in blends — giving competitive edge

50.0% - 44.8% 43.9% ° o
v Creating customized coffee blends requires expertise, as tastes & 39.3% 41.3% 38.2% 40.7%
preferences vary with region and culture. 40.0% - \/\._/0
v Rich experience in the Instant coffee industry (over 25 years) along 30.0% -

with significant investments in R&D enabled CCLP to excel in

customized blend creation 20.0% 23.6%
v Ability to source the right mix of coffee beans across the globe (as 22.0% oF 20w 227%

taste depends on origin of the coffee beans) enables it create 10.0% 1 146% 15.0%
international quality based blend customization 0.0%
¢+ Cost efficient business model aids margin sustainability: FY14 FY15 FY16 FY17 FY18 FY19
v Largest single location plant (Duggirala plant) in India producing all ——EBITDA (%) ——Gross Margins (%)

four varieties of coffee (SDC, FDC, Premix and Agglomerated)
enables to cater to customers with varieties of products under one
roof CCLP has industry leading operating margins versus domestic peers

v Technological prowess to convert even lower grade green coffee
beans to premium quality coffee accepted internationally

CCL Tata SIN** Indus Vayhan

Particulars

Products Coffee Coffee** Coffee**

v Enjoys scale benefits being one of the largest manufacturers

v" Natural hedge against currency volatility as most of the operations Revenue 1,081 1,804 325 137 139
are export & import related which are dollar denominated (USD)
R R EBITDA 245 243 5 29 9
¢+ Long standing sticky client relationships
EBITDA in 22.70% 13.50% 1.40% 21.00% .70%
v Capability of blend customization at competitive prices Margin 70% 3.50% 0% ol 6.70%
v Sticky order book (~50% of repeat orders) as customers get PAT 155 107 3 14 0
habituated to a particular blend /taste PAT Margin 1430%  590%  1.00%  10.10% 0.00%

v Has over 250 proprietary blends in its portfolio with clients spread

. (Rs in Crs) FY19 consolidated financials
across 85 countries **EY18 Financials for unlisted companies SLN, Indus Coffee & Vayhan Coffee

Source: Company, Axis Securities

I‘AXIS SECURITIES 11
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CCL Products India Ltd
CCL Products rich basket of over +250 coffee blends Sector: Tea & Coffee
CCLP only company to offer all coffee varieties under one roof Some of CCLP ‘s marquee clients

IJDE — B
Coffee Liquid Coffee Dried Coffee >
Sbmuss :

COFFEE

SOLUBLE COFFEE

INCORPORATED

Export clients

D-Mart
HIG BALMAR

Ty
Reliance

JEE T L

Far = ER T e S T RN T

. Premix Coffee .
Spray Dried . al: Freeze Dried
Coffee Granules (3 in 1: instant coffee, Coffee
creamer and sugar)

D’ aromas

offee & tea

Domestic Clients

Source: Company, Axis Securities

I‘AXIS SECURITIES 12
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CCL Products India Ltd
Immune to volatility in RM prices leads to stable Gross Margins Sector: Tea & Coffee

GM:s relatively stable vs Coffee Bean Prices (RM)
2.50 - - 46%

¢ CCIP protected from volatility in green coffee prices owing to its
Cost Plus model of revenue operations

¢+ Immunity to RM price volatility allows CCLP to maintain steady
GM s that ranged between 37% - 42% over FY14-19

¢+ Sticky and long standing client relationships allow CCLP to work
on Fixed Margins and deepen its relationship with existing 1.50

2.00 44%

42%

customers (expanded product offerings to small packs & FDC) g 40%
¢+ World coffee prices had been showing a declining trend (15% *1.00 .
lower YoY from $2.28/kg in 2016/17 to $1.93/kg in 38%
2017/18 prices) lead by excess production in major coffee 0.50 36%
producing countries i.e. Brazil & Vietnam fuelled by
depreciation of Brazilian currency 0.00 34%
¢ Management guided for no major volatility in RM prices during FYi4 15 Fi6 17 FYi8 P9
FY20 === Gross Margin (%) —#=—Coffee Prices
Global Robusta Coffee Prices Global Arabica Coffee Prices
300 . 8.00 -
2.50 - 6.00 -
3200 Q’A-OO
s -
1.50 - 2.00 -
]-00 T T T T T T T T T T T T T T 0.00 T T T T T T T T T T T T T T
3388g=2T T2 o222z 885882 -9 2320
2332333333333 3 33 2 2 2 2 3 3 3 2 2 2 3 3 3 32 2

Source: World Bank,

>

xis Securities

I‘AXIS SECURITIES 13
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CCL Products India Ltd
Strategic location of Vietnam Plant Sector: Tea & Coffee
Vietnam Ops further strengthens CCLPs low cost producer tag Rising EBITDA Margins of Vietnam Subsidiary
¢+ Vietnam, most cost competitive market for Instant Coffee (IC) 400 - - 40%
v" 2nd largest green coffee producer 297
300 - 30%
v Is Robust bean capital of world o
O i o
v" Most cost competitive market for IC production globally < 200 20%
¢ 2012, CCL Products commercialized Vietnam Plant having total 2 100 - 10%
capacity of 10,000MTPA. By FY20, Vietnam Plant to have total
capacity of 13.5k MT driven by 3.5K brown field expansion 0 - 0%
¢ As of FY19, ‘Ngon Coffee’ subsidiary of CCLP contributes 24% of Fyi4 FYl5  Fle FI17  FYI18  FY19
consolidated revenues == Vietham Revenues = =—#=Vietnam EBITDA %
Vietnam Plant — Advantage CCL Products Op. Margin expands post Vietnam plant commercialization in FY14
¢+ Easy accessibility to RM (green coffee bean)
v" CCLP’s plant located at Dak-Lak province (largest green coffee bean 40.0% -
: C g 32.6%
producing region in Vietnam)
v’ Logistical proximity to RM source and fast growing markets allows 30.0% - . 26.3% 25.5% 213%/‘
significant cost savings and margin expansion 21.8%
¢ Reduced or NIL Duty structures owing to Vietnam’s most favored 20.0% 1 15.5% 23.6% .
nation status with many countries across the globe 22.0% % 21.0% 227%
¢ NIL Tax over lifetime of CCLP's operations in Vietnam as it adheres 10.0% < 14.6% 15.0%
to the country’s stipulated conditions on job creation and
environmental protection 0.0% . . . . . .
¢+ De-risking business (geographic) concentration risk FY14  FY15 FY16  FY17  FY18 FY19
v' Proximity to ASEAN nations reporting 8-10% CAGR in IC market
v Supplies highest margin Freeze Concentrated Liquid Coffee to —4—Vietnam EBITDA %  —#=—Consolidated EBITDA %

Japanese clients (most quality conscious)

Source: Company, Axis Securities

l‘AXIS SECURITIES 14
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Capacity Additions to propel growth

Consistent volume growth over FY14-19 fuelled by capex

¢ CCIP has increased its capacity by ~10x from 3.6k MT since
inception in 1995 to 35k at present. CCLP is one of the very few
companies globally that have successfully scaled up its business

¢+ Vietnam plant capacity to be further augmented by 3.5k MT for
a total investment of USD 8mn

¢ Inline with capacity expansion (7% CAGR), CCLP’s volumes
consistently reported 11% CAGR over FY14-19. Expect, CCLP to
report healthy volume growth at 15% CAGR over FY19-21E (led
by capex in FDC & SDC, small packs, B2C business growth)

Small Packs allows growing wallet share from existing customers

¢ CCIP provides its customers a one stop shop for coffee

requirements by offerings
v Bulk Coffee packaging; Small Packs (value add)

v" Small packs an advantage for clients as it enables them lower their
cost of operations

¢ For CCLP, small packs fetches 5% higher realization versus bulk

¢ Plans to further add automated packing and agglomeration
facility by ~5k MT in Sullurpet, India entailing a capex of
USD12mn aiding improved realization and thus margins

¢ Small Packs expected to contribute to 30% of total revenues by

FY22E as against 10% in FY19

Source: Company, Axis Securities

09 SEP 2019 Company Report

CCL Products India Ltd
Sector: Tea & Coffee

Volume growth consistently outpaced capacity expansions

50000 -
40000 -
E 30000 -
£ 20000
10000

0

FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E

® Production Volumes ~ m Total Installed Capacity

Capacity expansion in a prudent manner (whenever utilization
at its plants hit >80%) ensures volume growth trajectory

e ————

l‘AXIS SECURITIES
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CCL Products India Ltd
Freeze Dried Coffee (FDC) capacity addition to expand margins Sector: Tea & Coffee

EBITDA/Kg expected to rise aided by superior portfolio mix

<*

1% to install Freeze Dried Coffee (premium coffee) plant in India

¢ Current FDC capacity of 11,000 MT is split between Duggirala, 300 110
AP (6,000MT) & Chittoor, TN (5,000MTPA) 105
200
¢ Ahead of the competitive curve in assessing high business 100
growth in FDC segment driven by mature US market 100 95
¢ FDC Margins 1.5x of Spray Dried Coffee 0 0
FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E
¢+ Key advantages to CCL from greenfield Chittoor unit: == EBITDA (in Crs)  —e—EBITDA/Kg (Rs)
v Significant margin expansion opportunity given growing Significant capacity addition in high margin FDC Capacity
demand (expect capacity utilization of over 50% by FY20) 30,000 -
24,000 24,000
v’ Logistic cost savings (proximity to Chennai port) 25,000 -
20,000 -
v Tax Benefits owing to unit located in SEZ region 5
‘:]5,000 .
v Incremental capex required to double capacity is only ~60% 10,000 - 6.000
of the $50 mn spent initially owing to 130 acres land 5,000 -
availability and basic infrastructure 0 -

FY18 FY19
m Spray Dried Capacity ~ m Freeze Dried Capacity

Source: Company, Axis Securities

I‘AXIS SECURITIES 16
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CCL Products India Ltd
Foray into high margin Branded Retail business Sector: Tea & Coffee
¢ ‘Continental Coffee’ CCLP's own brand for domestic market y Brands under 'Continental Coffee’ A

launched in 2014
v" Marks CCLPs foray into domestic B2C market

v" Domestic IC market growing at 15% p.a. with an approximate
size of 85-90k MT annually

v Launched in southern markets initioll?]/ (learning from past launch
pan India in 1997). Southern states have ~80% share

¢ To expand operations, A&SP on branded business to increase fo
Rs. 30cr in FY20 from 20cr in FY19

Continental Speciale

Continenil Black { Pure Instant coffee }

¢+ Continental Coffee revenues to be doubled by FY20E to Rs. 70cr { premium FD coffee }
from Rs. 35crin FY19

¢ Domestic Revenue contribution to be 15% by FY22E (7% in FY19)

Continental Coffee Revenue growth

Malgudi
{ Filter coffee brand }

80 - .
. 60 - a1 &
O
£ 40 -
| m M
0 . . ; . ,
FY17 FY18 FY19 FY20E Continental Xira Premix

{ Instant coffee with chicory mix } { 3-in-1 coffee }
® Revenue from Continental Coffee

Source: Company, Axis Securities

l‘AXIS SECURITIES 17



AAXlS DIRECT 09 SEP 2019 Company Report

CCL Products India Ltd
Porters five forces Analysis Sector: Tea & Coffee

Bargaining power of suppliers: Low

. ¢ Green Coffee procured from farmers by traders
who in-turn sell to processors leave lower
bargaining power with supplier

¢ Processors like CCLP follow a cost pass-through
model, where fluctuations in green coffee Competitive intensity: Medium
prices are passed on to customers at the time
of contract. Resultantly, bargaining power of
green coffee suppliers is low

¢ Largest exporter in Indian IC market with
37% share in volume terms ensures CCLP
maintains its competitive edge

Bargaining power of buyers: Medium

¢ CCLP with a portfolio of proprietary blends
enjoys high margins, as consumers get
habituated to a particular blend, taste efc
leading to sticky order book.

¢ CCLPs B2C business faces relatively higher
competitive intensity given presence of
established brands like Nescafe & BRU

¢ Bulk sales to new customers may not have CCL ¢ Uneconomical operations in developed
high margins. But quality conscious brands countries  reduces  competition  for
offer higher margins for proprietary blends processors like CCLP in emerging markets
Threat of subsitution: Low PRODUCTS Barriers to entry : High

¢ Sticky relationships owing to longstanding

¢ Coffee a common beverage consumed at industry experience, technological prowess

breakfast is difficult to be substituted (perfect blends) and cost effective prices is
difficult to replicate by competition

¢ Growing health awareness causing a move .
by customers from sweetened carbonated
drinks to hot beverages like coffee

Export based operations with order
bookings leads to long working capital
cycle (inventory and  debtor  days
management are crucial).

Source: Company, Axis Securities
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Q1FY20 Result Update

Quarterly Performance

% Change
QI1FY20 Q4FY19 (QoQ) QIFY19

Total Revenue 273
GM% 47.5
Expenditure

COGS 143
Employee expenses 15
Other Exp 45
Total Expenditure 204
EBIDTA 69
EBITDA Margin (%) 25.4
Depreciation 11
EBIT 58
Interest 4
Oth. Inc. 1
PBT 54
Tax 20
Effective Tax Rate(%) 36
PAT 35
PAT Margin (%) 12.7
EPS (Rs.) 2.6

262
454

143
15
50
208
54
20.6

49

47
12
25
36
13.6
2.7

42
211.7

0.2
1.5
(2.5)
(2.1)
28.4
477.8
133.2
8.3
70.1
(26.5)
147
67.3

(2.7]
(90.5)
2.7)

294
40.1

176
13
42

231
64

21.6

54

52
13
24
39
13
3.0

% Change
(YoY)

7.2
739.9

(18.7)
19.0
8.5

(11.7)
9.0

377.5
17.0
7.6
85.1

674
4.4
55.6

(12.1)
(71.0)
(12.1)

Source: Company, Axis Securities
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CCL Products India Ltd
Sector: Tea & Coffee

¢+ QIFY20 Revenues was lower by 7.2% YoY due to deferring of higher
margin order (~150 tonne order from Vietnam unit to Q2FY20)

¢ Despite revenue decline, EBITDA Margin expanded by 377bps YoY led
by better product mix (higher margin Freeze Dried Coffee contributed)

¢ Higher depreciation (commercialized Chittoor FDC unit) and higher tax
outgo (deferred taxes) put pressure on recurring PAT which reported a
12% de-growth on YoY basis.

¢ The FDC unit in SEZ (Chittoorr) commercialized in Q1FY20, which
contributed ~400 tonnes of FDC for the quarter, management
maintained its guidance of achieving 50% utilization in FY20 its 1¢ year
of operations.

¢+ Continental Coffee Brand (B2C business division) achieved a top line

growth of 66% YoY at Rs 15 Crs in Q1FY20. Overall Domestic Sales
guidance for FY20 is Rs. 110cr versus Rs 80cr in FY19, up ~38% YoY.

Key Q1FY20 Con call Takeaways:

¢ Maintained Volume/EBITDA guidance of 15-20% for FY20E

*

Small Packs revenue share to rise from current 10% to 30% by FY22E
¢+ Vietnam capex (3,500 tonnes) to be funded through internal accruals

¢ No major volatility to be seen in Green Coffee prices (key RM) given
sufficient supply against the demand for coffee

¢+ Driven by Food Safety Modernization Act (FSMA) in USA, management
expects 20-25% growth in off take from US during FY20

l‘AXIS SECURITIES
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Financial Commentary

120bps EBITDA Margin expansion expected over FY19-21E

400 - - 30%
22 0% 23.6% 1 0% 2279 23.4% 23.9%
300 4 19.4% ’
20%
200 -
100 - 1%
0- 0%
FY15 FY16 FY17 FY18 FY19 FY20E FY21E
=== EBIDTA (Rs Crs) —e—EBITDA Margins (%)
Profit growth trajectory expected to continue at 20% CAGR
over FY19-21E
250 - 222 - 50%
200 40%
150 30%
100 20%
50 10%
0 0%

FY15 FY16 FY17 FY18

FY19 FY20E FY21E
=1 PAT (Rs Crs) ——=% YoY Growth

Source: Company, Axis Securities
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CCL Products India Ltd
Sector: Tea & Coffee

Volumes to drive 16% Revenue CAGR over FY19-21E

2,000 - - 30%
1,138 1,252 1,464
1,500 20%
1,000 10%
500 0%
0 -10%

FY15 FY16 FY17 FY18

FY19 FY20E FY21E

== Revenue (Rs Crs) —o—% YoY Growth

¢+ We expect CCLP’s robust volume growth (15% CAGR FY19-FY21E) &
higher realizations (led by value added products) to drive revenue at
16% CAGR over FY19-FY21E. However any steep decline in green
coffee prices could restrict the revenue growth.

¢+ Consistently improving portfolio mix (rising share of value added FDC &
small packs) along rising volumes to aid robust EBITDA growth estimated
at 19% CAGR over FY19-FY21E. We expect EBITDA Margin to expand
significantly by 120bps from 22.7% to 23.9% over FY19-FY21E.

¢+ We expect PAT to grow at a CAGR of 20% over FY19-FY21E (growth
expected to be restricted by higher depreciation & deferred tax costs

owing to commercialization of SEZ unit)

I‘AXIS SECURITIES
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Financial Commentary

Comfortably maintained D/E over FY14-19

0.50 -
0.44 0.42 0.45 041
0.40 -

0.30 -
0.20 -

0.10 -

0.00 -

FY15 FY16 FY17 FY18 FY19 FY20E FY2I1E
m D/E

Stabilizing Debtor & Inventory days to drive WC efficiency

150 - - 200

100 - 190

- 100

50 - | 5o
0 - - 0

FY15 FY16 FY17 FY18 FY19 FY20E FY21E

== Debtors Days == Payable Days

k== Inventory Days —4—Net Working Capital Cycle

Source: Company, Axis Securities
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CCL Products India Ltd
Sector: Tea & Coffee

Improving ROE given healthy earnings trajectory

250 - 26% - 30%
24% %
24%

200

20% 19%
20%
150 - 0%

100 - 10%

50 -

0 - 0%

FY15 FY16 FY17 FY18 FY19 FY20E FY21E
= PAT  —o—ROE (%)

¢+ We expect robust earnings growth (20% CAGR FY19-FY21E) to
augment return ratios. We expect ROE to improve from 19.6% in
FY19 to 21.2% by FY21.

¢ Maintained D/E ratio of less than 0.5x over FY14-19, despite
continued capacity expansion (grew at 7% CAGR over FY14-19)
owing fo management philosophy of funding capex via internal
accruals

¢ Expect Net Working Capital Cycle to reduce to 125 days by
FY21 from 167 days in FY19 with efficient inventory (>70% RM
imported) and receivables (?3% export sales) management

I‘AXIS SECURITIES
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CCL Products India Ltd

Valuation Sector: Tea & Coffee

PE Band Valuation

35 - ¢ We expect CCL Products to post Revenue/EBITDA/PAT CAGR of

o N/"\VA 16%/19%/20% over FY19:21E driven by 15% Volume CAGR,

20 - /\/'\II\IE\[I \Q’T higher share of value added products (FDC & Small Packs)

}g 14 ¢ EBITDA Margin of 23.9% by FY21E expansion of 120 bps over
5 22.7% in FY19 owing to scale benefits and higher margin
0 T T T T T T T T T T T T T T T prodUCfs

T 220200 OO o o :

s T 3 a T L a T L e T L AT LR ¢ ROE to expand to 21.2% in FY21E over 19.6% in FY19 owing fo
(9] O O (] O O (3] O O (3] O O [}] O O [9]

A S I - CE > CE D i robust 20% earnings CAGR

—PE ——Mean Mean+1Stdev  ———Mean-1Stdev ¢ We initiate coverage on CCL Products Lid with "BUY“ rating &
target price of Rs. 284/share; upside 19% over 15-18 months

valuing it at 17x on FY21E earnings

12mth fwd P/E (x)
500 -
400 - Key Risks and Concerns
300 1 P ¢+ Slower than expected growth of the private label players
200 7\;3"“\/
¢ Unfavourable changes in duty structure in the countries
100 — : : : : : :
conducting business operations (India & Vietnam) could impact
0 4 0 0 b © © © N NIKN © © © 06 0 O CCLP’s price competitiveness
§' 5 & §' E & §' § ) §' E 5 §' § & d>% ¢ Failure to capture market share by its brand ‘Continental Coffee’
= = = = = could impact growth prospects in domestic B2C business
Price Bx 1ox 24x 32x ¢+ Abrupt weather changes affecting green coffee yield

Source: Company, Axis Securities
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Financials (Consolidated)
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CCL Products India Ltd
Sector: Tea & Coffee

Company Report

Profit & Loss (Rs Cr) Balance Sheet (Rs Cr)
Income statement FY17 FY18 FY19 FY20E FY21E Balance Sheet FY17 FY18 FYI9 FY20E FY21E
Total Net Sales 983 1,138 1,081 1,252 1,464 Share Capital 27 7 27 7 27
% Change 55% 157% -50% 157% 17.0% Reserves & Surplus 602 713 812 940 1,107
Total Raw material Consumption 552 691 597 686 799 Net Worth 628 740 839 967 1,133
Staff costs 40 47 590 66 73 Total Loan funds 101 308 376 401 336
Deferred Tax Liability 38 39 43 43 43
Other Expenditure 159 161 180 206 242 Long Term Provisions 0 0 0 0 0
Other Long Term Liability 0 0 0 0 0
Total Expenditure 751 899 836 959 1,114 Capital Employed 768 1,087 1,258 1,411 1,512
% Change 13.4% 29% 27% 19.4% 19.5% Less: Depreciation 29 63 100 143 189
EBITDA Margin % 23.6% 21.0% 22.7% 23.4% 23.9% N 393 71 283 - -
Depreciation 333 341 317 435 462 et Bloc
EBIT 199 205 214 249 304 Investments 4 5 5 o) 7
% Change 128% 3.0% 4.3% 167% 21.8% Sundry Debtors 163 182 235 189 221
EBIT Margin % 202% 18.0% 19.8% 19.9% 20.7% Cash & Bank Bal 17 44 97 195 222
Interest 11 8 8 10 8 Loans & Advances 0 0 0 0 0]
Other Income 1 5 3 4 5 |nventory 183 183 202 182 210
(s % of PB) 1% 2% 2% 2% 2% Other Current Assefs 52 85 37 43 51
PBT 189 202 209 243 300 Total Current Assets 414 494 571 609 703
Tax 54 54 54 73 78
Curr Liab & Prov 81 46 164 68 75
Tax Rafe % 28.8% 26.6% 25.8% 30.0% 26.0%
APAT 135 148 155 170 222 Net Current Assets 333 448 407 541 628
% Change 102% 10.1% 4.5% 99% 30.6% Total Assets 768 1,087 1,258 1,411 1,512
Source: Company, Axis Securities
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Financials (Consolidated)
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Company Report

CCL Products India Ltd
Sector: Tea & Coffee

Cash Flow (Rs Cr) Ratio Analysis (%)
Cash Flow FY17 FY18 FY19 FY20E FY21E Key Ratios FY17  FY18 FY19 FY20E FY21E
PBT 189 202 209 243 300 Growth (%)
Depreciation & Amortization 33 34 32 44 46 Net Sales 55% 157% -5.0% 157% 17.0%
Provision for Taxes 0 0 0 10 8 EBITDA 13.4% 2.9% 27% 19.4% 19.5%
Chg in Deferred fax . 0 15 0 APAT 102% 10.1% 45% 99%  30.6%
Chg in Working cap -68 -33 -36 -37% -61 Per Share Data (Rs.)
Direct tax paid 53 57 57 73 78 Adj. EPS 101 111 116 128 167
Cash flow from operations 102 146 162 187 216 BVPS 472 556 631 72.7 85.2
Profitability (%)
Chg in Gross Block 18 233 941 60 40 EBITDA Margin 23.6% 21.0% 227% 23.4% 23.9%
Chg in Investments 0 0 0 0 0 Adj. PAT Margin 13.7% 13.0% 14.3% 13.6% 152%
Cho n W o oo o 0 | o men 27% Nosn 165k 2.4
Cash flow from investing -18 223 233 -60 -60 o B e E 0 Al A e
Valuations (X)
sl (Repayment) of Short 16 08 - g 0 PER 33.8 250 245 18.7 14.3
Term Borrowings (Net) P/BV 7.2 5.0 4.5 3.3 2.8
Eepoyment of Long Term 59 141 49 0 0 EV / EBITDA 20.0 16.6 16.6 11.6 9.4
orrowings EV / Net Sales 4.7 3.5 3.8 2.7 2.3
Loans 0] 0 0 25 -65 Turnover Days
Finance Cost paid 0 0 0 -10 -8 Asset Turnover 1.2 1.1 0.8 0.9 1.0
Dividends paid -13 -33 -33 -43 -56 Inventory days 109.6 967 117.6 1022 89.6
Dividend Distribution Tax paid -3 -7 -7 0 0 Debtors days 540 553 70.4 61.8 51.0
Cash flow from financing -84 129 66 29 -129 Creditors days 7.8 6.0 20.6 242 15.7
Chg in cash 2 27 53 98 27 Working Capital Days 1557 146.0 167.5 139.9 1249
Cash at start 18 16 44 97 195 Gearing Ratio
Cash at end 16 44 96 195 222 Debt to Equity 0.2 0.4 0.4 0.4 0.3
Source: Company, Axis Securities
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CCL Products India Ltd
Key Milestones - CCL Products India Ltd Sector: Tea & Coffee
Set up a subsidiary in
Set up its first freeze- Singapore Jayanti Pte
dried capacity in to explore foreign Vietnam plant was
India expansion P commercialized

! ! 1
1995 {2004 2007 {2008 {2000 {2012
!

! !

CCL products was CCL Products enters Switzerland
established into JVA with Jyothy agglomeration
4 Laboratories project was started COL
> - %
PRODUCTS
Announced setting up of Automatic Expanded Capacity Challa Srishant
agglomeration and packing unit in Duggirala becomes MD

o o o

! ! !
: 3 :

Commercialized Appointed Praveen Continental Coffee
production of FD unit in Jaipuriar as CEO of started to focus on
Chittoor Confinental Coffee domestics business

o o o

Source: Company, Axis Securities
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Company Leadership & Management

09 SEP 2019 Company Report

CCL Products India Ltd
Sector: Tea & Coffee

Executive Chairman

Promoter & Founder of
CCL Products with more
than 30 years of
experience in
international coffee
industry. Mr.. Rajendra
Prasad is reckoned as
the pioneer and first
generation entrepreneur
in India to have placed
Indian Soluble (Instant)
Coffee across the global
markets. Mr.. Prasad
was the 1t Promoter
Managing Director of
Asian Coffee which was
later sold to Tata Coffee.

Managing Director

Lawyer by qualification
Mr.. Challa Srishant has
more than 10 years of
experience in the coffee
industry. He  was
appointed as MD of
CCL Products in 2014.

He GISO serves as a

director in  several
national and
international

companies.

Chief Operating Officer

Mr.. K.V.L.LN Sarma has
a total experience of
over 40 years. He has
been associated with
CCL Products for more
than 16 vyears. Took
charge as COO of CCL
Products in 2019. He is
a Certified
Management
Accountant.

Chief Financial Officer

Chartered  Accountant
by  profession  Mr.
Narayana has over
30+years of experience
in the field of finance
He was appointed as
CFO of CCL Products in
2019.

Mr. Challa Rajendra Prasad Mr. Challa Srishant Mr. K.V.L.N. Sarma V Lakshmi Narayana

Source: Company, Axis Securities
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Continental Brands vs Peers Brand Comparison

¢ Given CCl's low cost

in -house

manufacturing

capabilities &
expertise in business
we believe CCL s
capable to sell instant
coffee at competitive

prices vs its peers.

the consumer

¢ With

offers sales

and

promotion activists it

is well placed to

carve a market share

for itself in the

branded

domestic

retail market over the

medium term.

I‘AXIS SECURITIES
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CCL Products India Ltd
Sector: Tea & Coffee

Brand Name

| Company

Features

Offers

SKU MRP

Nestle Nescafe Gold Freeze Dried Coffee 50gm  Rs 290
Premium
Coffee Continental Black
CCL Products E;;(l)r;en arlac Freeze Dried Coffee 50gm  Rs 200
Nestle Nescafe Classic 100% Pure Coffee-Robusta only 50gm  Rs140
Pure Coffee Bru-HUL Bru Gold 100% Pure Coffee :blend of the best 50gm Rs 135
Arabica and Robusta
CCL Products Continental Speciale  100% Pure Coffee 50gm  Rs 135
Nestle Nescafe Sunrise Blgnd of Arabica, Robusta beans and 50 gm Rs 90
chicory
Chicory mix Bru-HUL Bru Instant Chicory mix instant coffee 50gm  Rs90
coffee
CCL Products Continental XTRA 70% Coffee & 30% Chicory 259M  5h9m Rs 99
coffee free
Bru-HUL Bru Green Label Filter Coffee:53% coffee & 47% 200gm Rs70
chicory
Filter Coffee Fros Alr
CCL Products Continental Malgudi F||.ter Coffee :80% Coffee & 20% tight 200gm Rs 100
Chicory .
container
Note: MRP as on August 2019 as displayed in E-Commerce and MT stores. List is non-exhaustive and prices are indicative only
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Disclaimer Sector: Tea & Coffee

Disclosures:

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

1. Axis Securities Ltd. (ASL) is a SEBI Registered Research Analyst having registration no. INHO00000297. ASL, the Research Entity (RE) as defined in the Regulations, is engaged in the business of
providing Stock broking services, Depository parficipant services & distribution of various financial products. ASL is a subsidiary company of Axis Bank Ltd. Axis Bank Lid. is a listed public
company and one of India’s largest private sector bank and has its various subsidiaries engaged in businesses of Asset management, NBFC, Merchant Banking, Trusteeship, Venture Capital,
Stock Broking, the details in respect of which are available on www.axisbank.com.

2. ASL is registered with the Securities & Exchange Board of India (SEBI) for its stock broking & Depository participant business activities and with the Association of Mutual Funds of India (AMFI) for
distribution of financial products and also registered with IRDA as a corporate agent for insurance business activity.

3. ASL has no material adverse disciplinary history as on the date of publication of this report.

4. 1/We, Tanvi Shetty— AM, Research, PGDM (Finance) & Suvarna Joshi — SM, Research, MBA (Finance), author/s and the name/s subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect my/our views about the subject issuer(s) or securities. |/We (Research Analyst) also certify that no part of my/our compensation was, is, or will
be directly or indirectly related to the specific recommendation(s) or view(s) in this report. I/we or my/our relative or ASL does not have any financial interest in the subject company. Also I/we or
my/our relative or ASL or its Associates may have beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of the
Research Report. Since associates of ASL are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report. I/we or my/our relative or ASL or its associate does not have any material conflict of interest. I/we have not served as director / officer, efc. in the
subject company in the last 12-month period.

Any holding in stock - No
5. ASL has not received any compensation from the subject company in the past twelve months. ASL has not been engaged in market making activity for the subject company.

6. In the last 12-month period ending on the last day of the month immediately preceding the date of publication of this research report, ASL or any of its associates may have:

i. Received compensation for investment banking, merchant banking or stock broking services or for any other services from the subject company of this research report and / or;
ii. Managed or co-managed public offering of the securities from the subject company of this research report and / or;
iii. Received compensation for products or services other than investment banking, merchant banking or stock broking services from the subject company of this research report;

ASL or any of its associates have not received compensation or other benefits from the subject company of this research report or any other third-party in connection with this report.

Term& Conditions:

This report has been prepared by ASL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly confidential and may not be altered in
any way, transmitted to, copied or distributed, in part or in whole, fo any other person or to the media or reproduced in any form, without prior written consent of ASL. The report is based on the
facts, figures and information that are considered true, correct, reliable and accurate. The infent of this report is not recommendatory in nature. The information is obtained from publicly available
media or other sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy,
completeness or correctness. All such information and opinions are subject to change without notice. The report is prepared solely for informational purpose and does not constitute an offer document
or solicitation of offer to buy or sell or subscribe for securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all customers may receive this
report at the same time. ASL will not treat recipients as customers by virtue of their receiving this report.
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Disclaimer Sector: Tea & Coffee

DEFINITION OF RATINGS

Ratings Expected absolute returns over 12-18 months
BUY More than 10%
HOLD Between 10% and -10%
SELL Less than -10%
NOT RATED We have forward looking estimates for the stock but we refrain from assigning valuation and recommendation
UNDER REVIEW We will revisit our recommendation, valuation and estimates on the stock following recent events
NO STANCE We do not have any forward looking estimates, valuation or recommendation for the stock

Disclaimer:

Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to the recipient’s specific circumstances. The securities and strategies
discussed and opinions expressed, if any, in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific
recipient.

This report may not be taken in substitution for the exercise of independent judgment by any recipient. Each recipient of this report should make such investigations as it deems necessary to arrive at an independent evaluation of
an investment in the securities of companies referred to in this report (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an investment. Certain transactions,
including those involving futures, options and other derivatives as well as non-investment grade securities involve substantial risk and are not suitable for all investors. ASL, its directors, analysts or employees do not take any
responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds,
changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc. Past performance is not necessarily a guide to future performance. Investors are advice necessarily a guide to future performance.
Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements
are not predictions and may be subject to change without notice.

ASL and its affiliated companies, their directors and employees may; (a) from time to time, have long or short position(s) in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other
transaction involving such securities or 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 investment banker,
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. Each of these entities functions as a separate, distinct
and independent of each other. The recipient should take this into account before interpreting this document.

ASL and / or its offiliates 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 ASL 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. ASL may have issued other reports
that are inconsistent with and reach different conclusion from the information presented in this report.

Neither this report nor any copy of it may be taken or transmitted into the United State (to U.S. Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in
Japan or to any resident thereof. If this report is inadvertently sent or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. This report is not directed 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, regulation or which would subject ASL to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or fo certain category of
investors.

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. The Company reserves the right
to make modifications and alternations to this document as may be required from time to time without any prior notice. The views expressed are those of the analyst(s) and the Company may or may not subscribe to all the views
expressed therein.
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