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Key financial forecast

Mar-24F Mar-25F Mar-26F

Net Profit (Rsm) 1,344 2,902 3,816
Core EPS (Rs) 46.66 100.77 132.49
Core EPS Growth  10.0% 116.0% 31.5%
FD Core P/E 16.94 7.84 5.97
Recurring ROE 14.1% 25.2% 25.9%
P/BV (X) 2.25 1.76 1.37
DPS (Rs)

Dividend Yield 0.35% 051% 0.67%

—— Price Close

Relative to SENSEX (RHS)

SOURCE: BLOOMBERG

Price performance M 3M 12M
Absolute (%) (10.2) (6.8) 0.7
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Globus Spirits Ltd
All set for Rajasthan bonanza in FY25F

m The Rajasthan government has come out with its excise policy for FY25,

which has introduced major changes that will impact IMIL & RML segments.

m Around 20% revenue of Globus Spirits comes from IMIL & RML segments

when it comes to Rajasthan. Hence, it is set to reap the benefits to the fullest.

m We have an ADD rating on the stock with a target price of Rs2,519.

Changes in Rajasthan’s excise policy for IMIL & RML segments

The Rajasthan government has made changes in its excise policy for FY25F.

The changes in the excise policy have increased the rate per case of IMIL (Indian Made
Indian liquor) and RML (Rajasthan Made Liquor).

The clause leading to dominance of state-owned IMIL/RML makers has been modified
to bring in fair competition and growth of these segments, which is. the compulsory
purchase of a higher percentage of state-owned companies’ IMIL/RML products.

Reasons attributed for changes in state excise policy

As regards price hike, higher ENA (extra neutral alcohol) prices seem to be the sole
reason.

The move towards fair play in IMI/RML segments seems to be motivated by policy
failure, with the earlier policy meant to increase the dominance of state-owned
distilleries. However, such a measure had halted the overall growth of the industry.

Positive impact on Globus Spirits

The overall contribution from IMIL/SML segments accounts for ~30% of the total revenue
of Globus Spirits or GSL. Currently, Rajasthan market’s contribution in respect of
IMIL/RML segments accounts for ~20% of its total sales.

IMIL/RML sales in Rajasthan have their highest contribution when it comes to the
EBITDA margin compared to all other segments of GSL.

The current IMIL/SML segment’s price per case is ~Rs555 and if we consider the latest
announcement regarding the changes in Rajasthan’s excise policy, it increases to
~Rs570 for FY25F & FY26F and would lead to NS/EBITDA/EBITDAM/PAT changes of
0.8%/3.4%/+36bp/4% in FY25F and 0.7%/3.0%/+34bp/3.4% in FY26F.

GSL’s Rajasthan volume has been stagnant over the past few years but the industry as
well as GSL, in our view, should start witnessing volume growth in IMIL/RML segments
from FY25F.

Valuation and outlook

We currently have an ADD rating on GSL with a target price of Rs2,519 or 25x FY25F
EPS.

We have not incorporated the Rajasthan government’s excise policy changes in our
earnings estimates for GSL as we await its management’s commentary on the same
during the 3QFY?24 results, which are scheduled to be declared on 9 Feb 2024.

Figure 1: Increase in IMIL (40*UP) & RML (25*UP) segments’ prices per case
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Profit & Loss

Balance Sheet

(Rs mn) Mar-23A  Mar-24F  Mar-25F  Mar-26F (Rs mn) Mar-23A  Mar-24F Mar-25F Mar-26F
Total Net Revenues 21,091 25,861 33,371 39,131 Total Cash And Equivalents 352 258 358 2,827
Gross Profit 8,677 10,051 14,818 17,897 Total Debtors 2,113 2,591 3,343 3,920
Operating EBITDA 2,456 2,553 4,639 5,962 Inventories 1,578 1,935 2,496 2,927
Depreciation And Amortisation (563) (604) (623) (723) Total Other Current Assets 1,052 259 334 391
Operating EBIT 1,893 1,949 4,016 5,239 Total Current Assets 5,094 5,042 6,531 10,066
Financial Income/(Expense) (92) (141) (94) (82) Fixed Assets 9,242 10,138 12,015 12,292
Pretax Income/(Loss) from Assoc. Total Investments
Non-Operating Income/(Expense) Intangible Assets 7 6 6 6
Profit Before Tax (pre-El) 1,801 1,808 3,922 5,156 Total Other Non-Current Assets 1,568 388 501 587
Exceptional Items Total Non-current Assets 10,817 10,532 12,522 12,885
Pre-tax Profit 1,801 1,808 3,922 5,156 Short-term Debt 1,643 1,443 1,443 1,193
Taxation (579) (465) (1,020) (1,341) Current Portion of Long-Term Debt
Exceptional Income - post-tax Total Creditors 2,845 3,334 4,103 4,693
Profit After Tax 1,222 1,344 2,902 3,816 Other Current Liabilities
Minority Interests Total Current Liabilities 4,488 4,777 5,546 5,886
Preferred Dividends Total Long-term Debt 1,109 492 392 270
FX Gain/(Loss) - post tax Hybrid Debt - Debt Component
Other Adjustments - post-tax Total Other Non-Current Liabilities 1,285
Net Profit 1,222 1,344 2,902 3,816 Total Non-current Liabilities 2,394 492 392 270
Recurring Net Profit 1,222 1,344 2,902 3,816 Total Provisions 161 176 199 217
Fully Diluted Recurring Net 1,222 1,344 2,902 3,816 Total Liabilities 7,044 5,445 6,137 6,372
Profit Shareholders Equity 8,866 10,129 12,916 16,579

Minority Interests

Total Equity 8,866 10,129 12,916 16,579
Cash Flow Key Ratios
(Rs mn) Mar-23A Mar-24F Mar-25F Mar-26F Mar-23A Mar-24F Mar-25F Mar-26F
EBITDA 2,456 2,553 4,639 5,962 Revenue Growth 33.6% 22.6% 29.0% 17.3%
Cash Flow from Invt. & Assoc. Operating EBITDA Growth (25.3%) 3.9% 81.7% 28.5%
Change In Working Capital (1,387) 1,641 (710) (544) Operating EBITDA Margin 11.6% 9.9% 13.9% 15.2%
(Incr)/Decr in Total Provisions Net Cash Per Share (Rs) (83.36) (58.24) (51.30) 47.39
Other Non-Cash (791) BVPS (Rs) 307.87 351.72 448.47 575.66
(Income)/Expense Gross Interest Cover 11.13 9.99 42.61 63.55
Other Operating Cashflow Effective Tax Rate 32.1% 25.7% 26.0% 26.0%
Net Interest (Paid)/Received 78 61 40 28 | | Net Dividend Payout Ratio 6.0% 6.0% 4.0% 4.0%
Tax Paid (579) (465)  (1,020)  (1,341) | ] Accounts Receivables Days 28.50 33.19 32.45 33.88
Cashflow From Operations (223) 3,791 2,950 4,105 Inventory Days 39.15 40.55 43.59 46.62
Capex (2135)  (1,499)  (2,500)  (1,000) | |} Accounts Payables Days 53.94 55.51 59.68 63.82
Disposals Of FAs/subsidiaries ROIC (%) 19.4% 15.3% 33.5% 35.9%
Acq. Of Subsidiaries/investments ROCE (%) 17.9% 16.8% 29.7% 31.8%
Other Investing Cashflow Return On Average Assets 9.3% 9.4% 17.3% 18.6%
Cash Flow From Investing (2,135) (1,499) (2,500) (1,000)
Debt Raised/(repaid) 1,012 (817) (100) (373)
Proceeds From Issue Of Shares
Shares Repurchased
Dividends Paid 73 81 116 153
Preferred Dividends
Other Financing Cashflow 2,021 (2,297) (194) (455)
Cash Flow From Financing 3,107 (3,033) (178) (676)
Total Cash Generated 749 (742) 272 2,429
Free Cashflow To Equity (1,346) 1,475 350 2,732
Free Cashflow To Firm (2,358) 2,292 450 3,105

40
30
20
10

0

Apr-19

12-mth Fwd Rolling FD Core P/E

(x)

Apr-20

Apr-21

Apr-22

e ]2-mth Fwd Rolling FD Core P/E (x)(lhs)




Equities

Agribusiness | India
Globus Spirits Ltd | February 08, 2024

DISCLAIMER
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