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Investment Thesis Stock Data
o United Spirits Limited (USL) produces and distributes around 72 million cases. Market Cap (Rs. Crs) ke AL
'"McDowell's No.1', 'Royal Challenge’, 'Royal Challenge American Pride’, Market Cap ($ Mn) 1265.39
'Signature’, 'Antiquity’, 'Black Dog’, 'Director's Special Black’, "McDowell's :
Rum' & 'McDowell's Brandy' are some of the marquee brands owned by Shares O/S (in Mn) 727
USL. Avg. Volume (3 month) 12,40,850
e Within the segments, the Prestiege & Above (P&A) segment now accounts
for nearly 3/4t of the company’s overall sales. Its net sales grew 6.7% YoY as 52-Week Range (Rs.) 1,530 /981
of FY24, benefitting from premiumisation, ongoing portfolio renovation and
accelerated momentum in states with strong distribution channels, while x
net sales of Popular segment, which accounted for 26.2% of net sales, rose Shareholdlng Pattern
by 1.1%. S 56.68 %
e The company has reduced its debt by a significant 0% from Rs. 5,320 Cr. in .
FY15 fo just Rs. 265 Cr. in Q1FY25, transforming itself towards focusing on Fils 15.09 %
Premium segment. USL's strategic renovation and rebranding of old brands Institutions 14.00 %
like Royal Challenge, Signature and Black Dog evolves around recent )
trends and consumer preferences which will aid in expanding margins. Others (incl. body corporate) 14.23 %

e USL expands into premium whiskey with Godawan Single Malt release in
select regions. USL is aiming for a 30% innovation-driven revenue growth,
emphasizing luxury categories, launching limited editions like Black Dog,
Johnnie Walker Blonde, and Royal Challenge American Pride.

e Innovation and social acceptance fuel this trend, elevating the Prestige &
Above segment to comprise a sizable 88% of net sales in Q1FY25. The Indian TTM PE 74.6x
Alcobev market is witnessing a shift foward premium experiences driven by
aspirational spending and social influence.

e In the Upper prestige segment, the new American Bourbon based IMFL
whiskey ‘Royal Challenge American Pride' is performing well in most of the
markets where it is already launched and rolled out pan India progressively.

Div Yield 0.62%

ROE 17.5%

TTM EPS (Rs.) 19.45 /-

As a shift towards premium spirits, there has been a strong surge in the Stock Performance

demand for high end whiskies including scotches and single malts. Single

Malt whiskies in India have grown by 45% and Blended Scotch by 11% in Performance (%) M 6M 1Yr

CY2022. ABSOLUTE 41% 26.7% 44.3%
F1nanc1als NIFTYMIDCAP 1.3% 10.2% 20.2%

o Asof FY24, the company has shown strong growth by 10.5% in core Net Sales
Value (NSV). The P&A segment grew by 11.9% YoY maintaining a healthy GM

250

of 43.4%. 200
Particulars FY21 FY22  FY23  FY24 FY25E FY26E 150
Revenue (Rs. in Crs) 8131 | 9712 [ 10611 | 11,321 | 11,902 | 13,425 100
EBITDA (Rs. in Crs) 1,092 | 1,643 | 1,490 | 2226 | 1,996 | 2517
Adj. PAT (Rs. in Crs) 362 810 | 1,125| 1,408 | 1,243 | 1,639 >0
Adi. EPS (Rs.) 498 | 1115 1549 | 1937 | 1717 | 2254 P -—
PE Multiple 301x | 134x |  97x 77x | 87x 67x R B I
ROE 9% | 17%| 19%| 20%| 15%| 17% #8223 8832324548322 3

o (S|

NIFTYFMCG



e« Consolidated EBITDA was at Rs. 2,001 Cr., growth of 53.5% YoY. FY24 PAT
was at Rs. 1,408 Cr. Gross margin improved by 190bps YoY to 43.3% and Graphs & Charts

EBITDA margin was up by 290bps YoY to 15.9%. Figure 1: Net Sales Trend (Rs. In Crs)

e QIFY25 Consolidated net sales at Rs. 2,761 Cr., grew by 3.5%. Consolidated 12,000 10612 11,321

EBITDA was at Rs. 713 Cr driven by higher gross margins. Net profit surged 9712
1.7% YoY at Rs. 485 Cr. 10000 9325 '
8,131
Key Business Highlights 000
o United Spirits Ltd. (USL) has sold 32 brands of its Popular segment for a 6,000
remuneration of Rs. 820 Crin a slump sale to Inbrew Beverages Pvt. Ltd. in

Q2FY23, divesting the less value adding brands and creating a focused oo
approach towards the P&A segment. 2,000

e However, USL has retained 2 of its iconic whiskey brands — McDowells and
Director's Special. USL has also got into a Five-Year franchise arrangement
for 11 of its other brands which include Bagpiper, Old Cask and Blue Riband
to an unrelated party.

« USL has launched Single Malt Whiskey - Godawan, a premium whiskey | L Al 80P BFaRe s U EDJEC EIEt B !
which is currently available in Rajasthan, Delhi and Dubai. The move is in 2,500 25%
line with the company’s attempts to premiumize its portfolio in the country.

FY20 Fy21 FY22 FY23 FY24

2,000 0/20%
e Pioneer Distfilleries Limited (PDL), a listed subsidiary of USL got merged with 20%
the Company through the Scheme of Amalgamation and was made 1,500

effective from December 30, 2022.

15%

1,000 10%

e USL also made an investment of Rs. 32 Cr. in Nao Spirits & Beverages Private
Limited and NAO was made an associate Company of the Company. 500
Sovereign Distilleries Limited (SDL) ceased to be subsidiary of USL as the
Company sold all equity shares held in SDL for consideration of Rs. 32 Cr.

5%

0%
FY20  FY21  FY22  FY23  FY24

Valuation s EBITDA = EBITDAM
USL is currently trading atf Rs. 1,460 implying a TTM PE / EBITDA of 75x / 47x as

against the industry PE / EBITDA multiple of 43x / 24x respectively. The company
trades at a premium to its industry multiple, indicating rich valuations. USL is

poised for strong earnings growth in the medium-term driven by price-mix 40% 34%

improvement, premiumization, new launches, improvised execution, RM 35%

softening and as USL benefits from supply-chain agility program, thus justifying | 30% 26% 27%

the premium valuations and strong growth visibility. 25% , 20% 20%
We are ascribing a BUY rating for USL with a Target Price of Rs. 1,750, franslating 20%  17% 19% 17'/I 19%

into an upside of 19.8%. 15%
9%
10%
Risk & Concern 5% I I I
0%
e Price Revisions: The alcoholic beverages sector is kept out of the ambit of FY20 FY21 £Y22 FY23 FY24
the goods and services tax (GST) regime, and as such the state

governments have the freedom to implement their independent price EROE ®ROCE
confrol mechanisms, based on their priorities. This creates variation in the

pricing models and methodologies applied across states. In case of Fi 4: Catego ise YoY-erowth (FY24
calculating the ex-distillery price (EDP) or final price of the products, for BUE L2 eB0n) Tse growth ( )
whisky, the process of fixing EDP differs across states. The recent taxincrease

in the state of Karnataka by 20% had an impact on the MRP of USL’s brands Overall Growth I 20%
and are expected to increase in the range of 14% to 17%. .
Luxury + Premium I 37%

¢ Route to Market Changes (RTM): In the case of Alcohol beverages
distribution, the channels for sales is at sole discretion of the State which is Upper Prestige NN 32%
decided through their excise policies. Any changes in the RTM which are id . .
not in favor of the industry may have an adverse effect on the operations Mid Prestige  INEEG_—G—SN 3%
of the business. Recently, states like Delhi, West Bengal, and several others Low Prestige [ 6%
have undergone RTM changes.

Popular | 1%
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Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and objectivity in
making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material
conflict of interest at the time of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of
securities for the subject company in the past twelve months; (c)have not received any compensation for investment banking or
merchant banking or brokerage services from the subject company in the past twelve months; (d) have not received any compensation
for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past
twelve months; (e) has not received any compensation or other benefits from the subject company or third party in connection with the
Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for
the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is not
for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a professional
investment guide for the readers. Reasonable care has been taken to ensure that information given at the fime believed to be fair and
correct and opinions based thereupon are reasonable, due to the nature of research it cannot be warranted or represented that it is
accurate or complete and it should not be relied upon as such. If this report is inadvertently send or has reached to any individual, same
may be ignored and brought to the attention of the sender. Preparation of this research report does not constitute a personal
recommendation or take info account the particular investment objectives, financial situations, or needs of individual clients. Past
performance is not a guide for future performance. This Report has been prepared on the basis of publicly available information,
internally developed data and other sources believed by Bonanza portfolio Ltd to be reliable. This report should not be taken as the only
base for any market transaction; however this data is representation of one of the support document among other market risk criterion.
The market participant can have an idea of risk involved to use this information as the only source for any market related activity. The
distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this report comes, should observe,
any such restrictions. The revelation of interest statements integrated in this analysis are provided exclusively to improve & enhance the
fransparency and should not be freated as endorsement of the views expressed in the analysis. The price and value of the investments
referred to in this report and the income from them may go down as well as up. Bonanza portfolio Ltd orits directors, employees, affiliates
or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such
information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable,
none of the directors, employees, affiliates or representatives of M/s. Bonanza portfolio Ltd shall be liable. Research report may differ
between M/s. Bonanza portfolio Ltd RAs and other companies on account of differences in, personal judgment and difference in time
horizons for which recommendations are made. Research entity has not been engaged in market making activity for the subject
company. Research analyst has not served as an officer, director or employee of the subject company. Research analyst have not
received any compensation/benefits from the Subject Company or third party in connection with the research report.

M/s. Bonanza Portfolio Ltd at Bonanza House, Plot No. M-2, Cama Industrial Estate. Walbhat Road, Goregaon (E), Mumbai — 400063
Web site: https://www.bonanzaonline.com

Research Analyst Regn No. INH100001666
SEBI Regn. No.: INZ000212137
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