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Legacy brand in crowded IMFL market...

Type of Issue Issue size Rs. Mn company Overview:

Fresh Issue 10000 |, Ajlied Blenders aka Officer’s Choice is a major player in India Indian-made foreign liquor (IMFL) industry.

Offer for sale 5,000
Total 15000 | ° In sales volume terms, they hold a market share of 11.8% and 8.2% in the Indian Whiskey market and overall

. IMFL market in FY23. Over FY21-23, the total sales volume has grown at a CAGR of 12.4%.

Post issue mkt cap* 78,596

Lot si e Revenues from domestic market contributed 98% while exports contributed rest.

ot size 53 shares

*At Upper Price Band e The company specializes in Whisky segment with spirits contributing over 96% of their revenue from operations.
Issue Break-Up . . . . ‘ . , . . . . , .

e Their whiskey product portfolio comprises of “Officer’s Choice Whiskey (flagship brand), Officer’s Choice Blue,

Reservation for % of Issue . i . ”
Sterling Reserve and ICONiQ Whiskey.

QB 50%
NI 15% e The company’s whisky brands include blends of Scotch malts from the Highland, Lowland and Speyside regions.
Retail 35% o As of December 31, 2023, their product portfolio comprised of 16 major brands of IMFL across whisky, brandy,

100%

cronal ____________10%___ mandvodka.
Bid/Offer Opening Date 25Jun, 2024 | ° They have one of the largest PAN-India sales distribution footprints. As of March 31, 2023, their products were
Bid/Offer Closing Date 27 Jun, 2024 retailed across 79,329 outlets across 30 States and Union Territories in India.
Finalization of the Basis of Allotment 28Jun, 2024 | e In-house distillation capacity of Extra Neutral Alcohol (ENA) stood at 60mn liters per year. Also, production tar-
Credit of shares 01Jul, 2024 gets are met through owned bottling facilities (75.8% of revenue) and third party (21.5% of revenue) facilities.
Listing Date 021u, 2024 | | Forayed into Gin category with the launch of Zoya Special Batch Premium Gin in January 2024.
Use of Proceeds Rs. Mn .
Valuation and Outlook:

Payment towards borrowings 7,200

At an upper price band of Rs 281/sh, the IPO is valued at P/S (not PE as D/E quotient is high) of 2.3x on annualized
FY24 basis vs 5.4x peers’ average. The company’s revenue grew at a CAGR of 15.8% over FY21-23 basis. However,
EBITDA/APAT de-grew by 2.3/20.1%, respectively over the same period. Out of net proceeds, Rs 7,200mn will be
utilized for debt prepayment. This is expected to strengthen balance sheet and aid FCF. Long-term growth outlook
Registrar Link Intime India remains robust on back of (1) lower per capita alcohol consumption vs global average, (2) increase in disposable
income and need for premium quality products, and (3) Improved consumption trends among youth and women.

Manager Nuvama Wealth Management,

Onkar Kelji Kartikey Kashyape ) ) i i )

Research Analyst Research Associate However over the medium term, We believe, company’s premium mix and better acceptance of its product should
onkark@jindsec.co.in kartikeyk@indsec.co.in drive volume growth ahead. We thus assign “Subscribe for Long Term” rating on the IPO.
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Allied Blenders and Distillers Limited

Key Risks:

e  Whiskey sales contribute more than 95% to the revenue. Also, its flagship brand Officer’s Choice constitutes ~75% of sales volume. Any increase in compe-

tition in whiskey segment could materially affect results from operations and cash flow.
e  Contingent liabilities constitute 47% of the Net Worth as on December 31st, 2023.

e Top ten consumers contributes over 50% to revenue. Any disruption among these consumers could adversely affect revenue from operations, balance

sheet and cash flow.

e Change in regulations including taxation and excise policies might affect the financial performance of the company.

Vs Peers

FY21-23 FY24
Revenue
CAGR EBITDA CAGR| PAT CAGR ROCE P/S(x)

Allied Blenders & Distillers 15.8% -2.3% -20.1% 5.5% 39.1%* 0.8%*
Listed Peers

United Spirits 14.2% 15.6% 76.4% 21.7% 28.7% 13.6% 8.3
United Breweries 33.0% 27.2% 63.6% 10.1% 13.5% 6.2% 6.8
Radico Khaitan 14.9% -6.3% -13.2% 11.3% 13.2% 6.6% 6.0
Piccadily Agro 10.7% 9.2% 10.6% 30.7% 29.6% 13.2% 9.0
Tilaknagar Industries 45.6% 59.3% NA 25.0% 22.3% 13.8% 3.6
Som Distilleries & Breweries 67.4% NA NA 18.5% 19.4% 8.3% 1.7
G M Breweries 32.2% 24.9% 11.8% 19.6% 23.5% 17.5% 2.5

*Return ratios are calculated on 9MFY24 basis.

Source: RHP




Allied Blenders and Distillers Limited

Key financial summary
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Pre-issue and post-issue holding structure

Revenue 23,484 | 26,857 | 31,466 | 23,757 | 25,603 Shareholding pattern _ _
Holding (%) Holding (%)
EBITDA 1,940 1,963 1,850 1,354 1,824
P ter &
EBITDA margin (%) 83% | 73% | 5.9% | 57% | 7.1% romoter 100.0 80.9
Promoter Group
Adj. PAT 25 15 16 29 42
Public 0.0 19.1
Adj. PAT margin (%) 01% | 01% | 0.1% | 0.1% | 0.2%
EPS (Adj for issue) 0.1 0.1 0.1 0.4* | 0.2% Total 100.0 100.0
* on an Annualized Basis * At upper price band
% of Pre-issue No of shares Rs in Mn
Promoter Selling Shareholders No of Shares| % of OFS . Particulars
Size Floor Cap Floor Cap
Fresh Issue 3,74,53,184 (3,55,87,189| 10,000 10,000
Bina Kishore Chhabria 1,33,45,196 75.0% 5.5%
Offer for Sale (OFS) 1,77,93,594 (1,77,93,594 4,751 5,000
Net Offer 5,52,46,778 |5,33,80,783 14,751 15,000
Reshma Chhabria Jeetendra Hemdev | 44,48,399 25.0% 1.8%
QIB (50% of Offer) 2,76,23,389 (2,66,90,391 7,375 7,500
NIl (15% of Offer) 82,87,017 | 80,07,117 2,213 2,250
Total 1,77,93,595 - - .
Retail (35% of Offer) 1,93,36,372 (1,86,83,274 5,163 5,250

Source: RHP
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Allied Blenders and Distillers Limited

Competitive Strengths:

One of the largest IMFL company in India: The company is the 3rd largest
IMFL company in India in terms of sales volume between FY14-2022. In FY23,
its IMFL volume market shares stood at 8.2%. Four of its brands, namely,
Officer’s Choice Whisky, Sterling Reserve, Officer’s Choice Blue and ICONiIQ
Whisky are ‘Millionaire Brands' i.e., over million cases are sold annually.

Strong Brand recognition: Officer’s Choice Whisky is the market leader in the
mass premium segment with a market share of 20.9% in terms of annual sales
volumes in Fiscal 2023. Also, their Sterling Reserve Blend 10 and Sterling
Reserve Blend 7 are available in premium and semi-premium whisky segments.
This has not only enabled the company to gain cater at different price pints but

also gain on volume sales.

Access to extensive PAN-India distribution Network: Indian Alco-Bev industry
is highly regulated in terms of production and distribution. The regulation var-
ies across states. Through owned and third-party bottling facilities across
states, they had placed their products in 79,329 retail outlets across 30 States
and Union Territories in India. This already established network and high entry
barrier industry norms adds to its strength to achieve high volume sales.

Well positioned to capture Industry Growth tailwind: India’s per-capita
alcohol consumption in 2023 is 3.2 liters significantly lower compared to global
average of 5 liters. Additionally, India’s higher demographics of young
workforce, greater social acceptance for drinking among women all bodes well
for Industry growth. IMFL is the largest segment of India’s alco-bev market.
Being one of the established and largest IMFL company in India, Alliend
Blenders is well poised to capitalize on this growth trend.

INDSEC

i

Business Strategies:

Increase market share of Officer’s Choice Whisky across regions: In FY23, sale
of whisky accounted for 64% of IMFL sales by volume and 68% by value in India.
Mass premium segment constitutes 37% of the total IMFL market in India in
FY22. The company’s “Officer’s Choice Whisky” is the market leader in the mass
premium segment with a market share of 20.9% in terms of annual sales
volumes in FY23. Management intends to place the brand for younger
generation and improve its penetration.

Introduce more premium products: Prestige segment, aka the deluxe segment
contributes 51% of the whisky market by volume in India at 124 million cases in
FY23. Further semi-premium segment is also expected to post fast growth. They
have already forayed into premium gin category with the launch of Zoya Special
Batch Premium Gin in January 2024. Management intends to introduce more
products in premium and semi-premium and deluxe segment to improve
company’s profitability and margins.

Enhance brand awareness and engagement through digital marketing:
Increasing data connectivity in the country offers many players great
opportunity to digitally market their products. In line with this, the company
also intends to leverage digital marketing to enhance its brand awareness and

customer engagement.

Evaluate growth opportunities through selective acquisitions: In 2017,
company acquired the distillery located in Telangana by demerging the bottling
and distillery business from Tracstar Investment Private Limited, one of their
group companies. To further improve backward integration capabilities, they
intend to acquire or build additional distilleries across India. This is expected to

rationalize cost and improve margins.

Source: RHP
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Allied Blenders and Distillers Limited
Revenue from operations (Rs. Mn) Gross Profit (Rs. Mn) and Gross Margin (%)
35,000 - 31,466 - 18%
14,000 - - 42%
30,000 — 26,857 - 17% 12 000 11,726
, 40%
25,000 - 23,484 ) 0
- 16% 10,000 389%
20,000 - ’
L 15% 8,000
15,000 6 000 36%
14% - 14% ' 34%
10,000 4,000 6
5,000 - [ 3% 2,000 32%
0 - 12% 0 30%
FY21 FY22 FY23 FY21 FY22 FY23
B Revenue from Operations *==YoY Growth BN Gross Profit Gross Margin (%)
EBITDA (Rs. Mn) and OPM (%) PAT (Rs. Mn) and PAT Margin (%)
2,000 - 10% 30 - - 0.20%
8% 1,963
1,950 - 1,940 7% - 8%
5 6 - 0.15%
6%
1,900 - e - 6%
1850 B 0.10%
1,850 T L 4%
- 0.05%
1,800 - 2%
1,750 T T - 0% T 0.00%
Fy21 FY22 FY23 Fy21 FY22 FY23
NN EBITDA == EBITDA Margin BN pAT === PAT Margin

Source: RHP Page §



Allied Blenders and Distillers Limited

_’_

INDSEC

W

Revenue Trend of Whisky (Constitutes >95% of Sales)

Whiskey Sales Volume (Cases in Mn)

90,000 - 357
30.6
80,000 30 - 275
| +12% 69,734 28%g7 771 246
70000 7 63 246 ¥ 25 - : 233 230
} 55,758
60,000 51,604 20
50,000 -
40,000 15
30,000 - 10
20,000 -
5 -
10,000 A
O T O T T T T T
FY21 FY22 FY23 9MFY23 9IMFY24 Fy21 FY22 FY23 9MFY23 9IMFY24
Net Revenue from Operations from Bottling Facilities Cost of Extra Neutral Alcohol (ENA)
100% - 9,000
90% - 8,000 7,712
0, -
i 7,000 6,092
70% T 5,904 5,816
6,000 5,455
60% -
50% T 5,000
40% 4,000
30% T 3,000
20% 7 2,000
10% 1
% 1,000
0% . . ;
Fy21 FY22 FY23 9MFY23 9MFY24 -
™ Owned ™ Third Party Fy21 FY22 FY23 9IMFY23 9IMFY24
Source: RHP
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Allied Blenders and Distillers Limited

Product Portfolio
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World Per Capita Consumption of Pure Alcohol (in Liters) - 2023

Indian Alco-bev Market Size of Pure Alcohol (in Mn Litres)
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Allied Blenders and Distillers Limited

Industry PAT Margin

Companies Fy21 FY22 FY23

PAT | Margin | PAT | Margin| PAT | Margin
United Spirits 362 4.5% 811 83% | 1,126 | 10.6%
Pernod Ricard India 1,070 | 13.3% | 1,459 | 14.8% | 1,343 | 11.3%
Radico Khaitan 264 11.0% 249 8.7% 204 6.5%
Jagatjit Industries 2 0.5% 1 0.2% 7 1.3%
John Distilleries 44 5.2% 28 2.8% -9 -0.8%
Allied Blenders 3 0.1% 1 0.1% 2 0.1%
Tilaknagar Industries -38 -7.0% 45 5.8% 72 6.2%

Globus Industries 144 11.7% 187 11.9% 122 5.8%

== INDSEC
-
Industry ROE

Companies FY21 FY22 FY23
United Spirits 8.9% 16.6% 18.8%
Pernod Ricard India 32.5% 40.0% 30.9%
Radico Khaitan 14.7% 12.3% 9.3%
Jagatjit Industries 4.2% 1.5% 10.3%
John Distilleries 17.0% 9.8% -3.2%
Allied Blenders 0.7% 0.4% 0.4%
Tilaknagar Industries 68.9% 33.8% 14.9%
Globus Industries 24.4% 24.2% 13.8%

IMFL State-wise Market Share in India

IMFL Market Share in India
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Source: RHP
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INDSEC Rating Distribution

BUY : Expected total return of over 15% within the next 12-18 months.
HOLD : Expected total return between 0% to 15% within the next 12-18 months.
SELL : Expected total return is negative within the next 12-18 months.

NEUTRAL: No investment opinion, stock under review.

DISCLOSURE

DISCLOSURE
BUSINESS ACTIVITIES:

Indsec Securities and Finance Limited (ISFL) is a corporate member of BSE (Equity, WDM segment), of NSEIL (Equity, WDM, Futures & Options and Currency Derivative segments) and has also secured membership of the MSEI Exchange (Currency
Derivative Segment) vide registration No. INZ000236731. ISFL is an AMFI Registered Mutual Fund Advisor (MRMFA) vide Registration Number 9194. ISFL is also a Depository Participant of the National Securities Depository Limited (NSDL) and a
SEBI registered Portfolio Manager. With this setup ISFL is in a position to offer all types of services in the securities industry.

Since inception company’s focus has been on research. In view of its research capabilities ISFL focused mainly on institutional business and is today empaneled with most of the local financial institutions, insurance companies, banks and mutual
funds. ISFL has grown from being a medium size broking outfit to become one of the largest capitalized Indian broking company offering the complete range of broking services.

ISFL was incorporated on 28th July 1993 and doesn’t have any associates/ subsidiaries. ISFL is a registered Portfolio Manager under SEBI (Portfolio Managers) Regulations, 1993 vide registration No. INPO00001892.
DISCIPLINARY HISTORY:

(] No material penalties / directions have been issued by the SEBI under the securities laws, SEBI Act or Rules or Regulations made there under
®  No penalties have been imposed for any economic offence by any authority.
(] No material deficiencies in the systems and operations of the Company have been observed by any regulatory agency.

®  There are no pending material litigations or legal proceedings, findings of inspections or investigations for which action has been taken or initiated by any regulatory authority against the Company or its Directors, principal officers or em-
ployees or any person directly or indirectly connected with the Company.

DECLARATION:

(] ISFL/Research Analysts or their associates or their relatives do not have any financial interest in the subject company (ies);

. ISFL/Research Analysts or their associates or their relatives do not have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] Directors may have actual or beneficial ownership of 1 % or more in the subject company (ies);

(] ISFL/Research Analysts or their associates or their relatives do not have any material conflict of interest in the subject company(ies) at the time of publication of this document;

(] ISFL has not received any compensation from the subject company (ies) in the past twelve months;

(] ISFL has not managed or co-managed public offering of securities for the subject company (ies) in the past twelve months;

(] ISFL has not received any compensation for investment banking or merchant banking or brokerage services or any other service from the subject company (ies) in the past twelve months;
(] ISFL has not received any compensation or other benefits from the subject company (ies) or third party in connection with this document;

(] None of the research analysts have served as an officer, director or employee of the subject company (ies);

(] ISFL has not been engaged in the market making activity for the subject company (ies);
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GENERAL TERMS AND CONDITION/ DISCLAIMERS:
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This document has been issued by ISFL and is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of security.

This document has been prepared and issued on the basis of publicly available information, internally developed data and other sources believed to be reliable. However, we do not guarantee its accuracy and the information may be incomplete
and condensed. Note however that, we have taken meticulous care to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any other employee of our company is in any way responsible for
its contents. The Company’s research department has received assistance from the subject company (ies) referred to in this document including, but not limited to, discussions with management of the subject company (ies). All opinions, projec-
tions and estimates constitute the judgment of the author as of the date of this document and these, including any other information contained in this document, are subject to change without notice. Prices and availability of financial instru-
ments also are subject to change without notice. While we would endeavor to update the information herein on reasonable basis, we are under no obligation to update or keep the information current. Also, there may be regulatory, compli-
ance, or other reasons that may prevent us from doing so.

Securities recommended in this document are subject to investment risks, including the possible loss of the principal amount invested. Any decision to purchase/sale securities mentioned in this document must take into account existing public
information on such security or any registered prospectus. The appropriateness of a particular investment, decision or strategy will depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies dis-
cussed in this document may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Each recipient of this document 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 (including the merits and risks involved).

This document 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 the company to any registration or licensing requirement within such jurisdiction. Further, this document is not directed or intended for distribution to the US taxpayers covered under
US Foreign Account Tax Compliance Act (FATCA) provisions. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction

This is just a suggestion and the company will not be responsible for any profit or loss arising out of the decision taken by the reader of this document. Any comments or statements made herein are those of the analyst and do not necessarily
reflect those of the company. No matter contained in this document may be reproduced or copied without the consent of the company. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prose-

cution. The information contained in this document is intended solely for the recipient and may not be further distributed by the recipient. The Company accepts no liability whatsoever for the actions of third parties.

The research analyst(s) of this document certifies that all of the views expressed in this document accurately reflect their personal views about those issuer(s) or securities. Analyst’s holding in the stocks mentioned in the Report:-NIL
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