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Tata Global Beverages Ltd (TGB) is an emerging player in the global
beverage market. Established in 1983, the company has made a strategic
shift from being a local tea company to a global beverage company
through various acquisitions and strategic partnerships with global
beverage giants like PepsiCo and Starbucks, thereby strengthening its
position among the top 10 global companies in the beverage Industry.
TGBL today owns a vast portfolio of leading global brands like Tetley,
Eight O’ Clock and local brands like Tata Tea.

Investor’s Rationale

Net profit fell by 10.9%YoY in Q3FY’12
TGB, one of the leading tea companies in the world posted 10.9% decline in
its consolidated net profit for the third quarter on YoY basis at 0.6 billion,
hurt by exceptional losses and volatile coffee prices, apart from increased
ad spends. Net profit of 0.7 billion stood in the third quarter last fiscal.

Volume growth and forex translation gains led 12.2% sales growth
The Company has reported 12.2% increase in the consolidated revenue at
318.0 billion. The net sales growth comprises of about 3-3.5% of volume
growth, 5% forex translation gains and remaining as price growth. The rise
in sales also supported by 9% revenue growth in its major Tea business at
$13.0 billion while the coffee and other product business grew 23% to 4.9
billion.

Regional performance in Q3FY’12

On region wise sales break up, USA, Canada and Australia (CAA markets)
constituted 5.1 billion of sales, up by about 8% y.o.y basis, was impacted
by higher marketing and advertisement costs as company spent to secure
future volume growth while the EMEA region which is the Europe, Middle
East, UK and Africa market constituted about Z6.4 biilion of sales which was
up by about 15%YoY basis, as Tetley grew well in volume terms in UK but
once again higher promotion spends impacted profitability. South Asian
markets, the sales stood at 5.0 billion, up by about 10% YoY basis, as new
products launched in earlier months are also gaining momentum.

Bleak Eight O’Clock performance, affected the operating margin

The operating profit of the company de-grew by 1.7% at 1.8 billion.
Consequently, on account of poor coffee performance particularly from
Eight O Clock brand in US affected the operating profit margin (OPM) by
140bps at 10.0%. Further, the company incurred exceptional expenses of
0.2 billion which largely pertain to staff redundancy costs and costs on
new investments and projects, resulted in lower net profit margin (NPM) by
90bps to 3.5%.
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Market Data
CMP ) 112
Target Price 128
Stop Loss 106
Duration Mid-term
52-week High-Low () 128.7/80.0
Rise from 52WL (%) 13.0
Correction from 52WH (%) 40.0
Beta 1.41
1 year Average Volume (mn) 38.8
3M- 24.6
Stock Return (%) 6M- 31.0
9M- 20.5
Market Cap (Tbn) 69.5
Enterprise Value (3bn) 82.7
Shareholding Pattern
Dec’11 Sep’1l Chg
Promoters (%) 35.2 35.2 -
Fll (%) 9.9 9.2 0.7
DIl (%) 30.4 314 (2.0)
Public & Others (%) 24.5 24.2 0.3
Quarterly Performance
bn) Q3 Q3 Q2 %Y-0-Y %Q-0-Q
FY'12 FY'11 FY'12 Change Change
Net sales 18.0 16.1 16.3 12.2 10.6
Op. exp 16.2 14.2 15.0 14.0 8.5
EBITDA 1.8 1.8 1.4 (1.7) 33.7
OPM 10.0 11.5 8.3 (140bps) 170bps
Net profit 0.6 0.7 0.8 (10.9) (16.8)
NPM (%) 3.5 4.5 4.7 (90bps)  (110bps)
EPS 1.0 1.2 1.2 (10.3) (16.1)
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This report and Information contained in this report is solely for information purpose and may not be used as an offer document or solicitation
of offer to buy or sell or subscribe for securities or other financial instruments. The investment as mentioned and opinions expressed in this
report may not be suitable for all investors. In rendering this information, we assumed and relied upon, without independent verification, the
accuracy and completeness of all information that was publicly available to us. The information has been obtained from the sources that we
believe to be reliable as to the accuracy or completeness. While every effort is made to ensure the accuracy and completeness of information
contained, Indbank Limited and its affiliates take no guarantee and assume no liability for any errors or omissions of the information. This
information is given in good faith and we make no representations or warranties, express or implied as to the accuracy or completeness of the
information. No one can use the information as the basis for any claim, demand or cause of action.

Indbank and its affiliates shall not be liable for any direct or indirect losses or damage of any kind arising from the use thereof. Opinion
expressed is our current opinion as of the date appearing in this report only and are subject to change without any notice.

Recipients of this report must make their own investment decisions, based on their own investment objectives, financial positions and needs of
the specific recipient. The recipient should independently evaluate the investment risks and 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 document and should
consult their advisors to determine the merits and risks of such investment.

The report and information contained herein is strictly confidential and meant solely for the selected recipient and is not meant for public
distribution. This document should not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or

to the media or reproduced, duplicated or sold in any form.
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