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Mrs. Bector’s Food Specialities Ltd. IPO Analyst Meet Takeaways
We attended the virtual Brokers/Analyst Meet of Mrs. Bector’s Food Specialities Ltd.’s (MBFSL)
forthcoming initial public offering (IPO). The management was represented by Mr. Anoop Bector
(MD), Mr. Ishaan Bector (WTD), Mr. Parveen Kumar Goel (CFO) and Mr. Deepak Kumar Jain
(Head - Finance & Strategy), who spoke about the journey of MBFSL till date and shared details
about the IPO.

Background: MBFSL is in the business of manufacturing and marketing a range of biscuits (including
cookies, creams, crackers, digestives and glucose) and bakery products in savory and sweet categories
(including breads, buns, pizza bases & cakes) to its retail & institutional clients. Operations are divided into:
1) Biscuits — domestic (37% of FY20 revenue), 2) Biscuits — exports (22% of FY20 revenue), 3) Branded
breads & bakery products (17% of FY20 revenue), 4) Institutional Bakery (17% of FY20 revenue) and 5)
Others - Contract Manufacturing (6% of FY20 revenue). The biscuits portfolio is sold under the company’s
flagship brand ‘Mrs. Bector’s Cremica’ whereas the bakery products are sold to retail customers under the
brand name ‘English Oven’. The company manufactures and sells a variety of bakery & frozen products such
as buns, kulchas, pizzas and cakes to its institutional clientele, including QSRs with a pan-India presence,
cloud kitchens, multiplexes as well as certain hotels, restaurants and cafés. MBFSL is the sole supplier of
burger buns and pan muffins (frozen) to Connaught Plaza Restaurants Pvt. Ltd. (associated since 1995) and
it is a preferred supplier to leading players such as Hardcastle Restaurants, Yum! Restaurants, Rebel Foods
and PVR. For its contract manufacturing business, MBFSL manufactures ‘Oreo’ biscuits and ‘Chocobakes’
cookies for Mondelez India Foods Pvt. Ltd. As on FY20, MBFSL supplied its products to retail consumers in
26 states in India, besides institutional customers pan-India and to 64 countries across six continents.
Segment specific commentary: The Domestic Biscuit business has grown at a CAGR of 7.5% over
FY18-FY20 despite capacity constraints in FY18 and some part of FY19. The company has a strong
presence in North India (4.5% of the premium and mid-premium biscuits market in North India in FY20),
which it intends to leverage to expand presence in the other regions of India. It is present at 458k retail
outlets across India, which are serviced through an in-house sales team of 250+ personnel. It is also one of
the largest suppliers of biscuits to the CSDs, supplying in 33 locations across India. Within the Biscuit
(Exports) business, the company has realigned its focus on developed markets and emerging markets such
as Asia, Australia, Europe, MENA region and North America due to geo-political and socio-economic
reasons in certain African markets. Post this realignment, the exports segment has grown by 39% YoY in
1HFY21. As per Technopak, MBFSL's market share in the Indian biscuit export market is ~12%. The
Branded Breads business has grown at a CAGR of 29% over FY18-20 with realization improving from
Rs18.50/pack in FY18 to Rs22.10/pack in 1HFY21. It is the largest selling brand in Delhi NCR, Mumbai and
Bangaluru. Going forward, growth will be based on product distribution and product innovation. For the
branded breads & bakery products, the company will focus on metro and Tier 1 cities, where consumption is
higher and the premiumization can play out. Within the Institutional business, MBFSL has the capacity to
produce ~1.2mn burger buns/day. It has also started producing value-added products, including garlic
breads, calzones etc. Despite a 61% YoY decline in 1HFY21 (sales to QSRs were affected due to Covid-19
related lockdown), the management is very confident about its institutional business given the fact that the
QSR market is likely to grow by 22.7% over FY20-FY25E.

Infrastructure and capex: The company started its capex journey in 2017 and has invested ~Rs2.6bn
between FY18 and Sept'2020 — (i) In 2017, it expanded capacities at its Greater Noida facility (ii) in 2018, the
company made a greenfield investment in its Rajpura facility, introduced a new bread line at its Greater
Noida facility, established new production line for breads at the Bengaluru facility and acquired land at Dhar,
Madhya Pradesh for further expansion (jii) In 2020, the company has proposed expansion of the Rajpura
manufacturing facility (utilizing the proceeds of the IPO), which is likely to get commercialized by the end of
2022 and will add ~14,000 tons of additional capacity for biscuits. The capacity utilization for biscuits, which
stood at 93% in FY18, decreased to 72% in FY20 post the aforementioned capacity expansion. Going
forward, the company is likely to invest Rs1bn (from internal accruals) for a new facility in Dhar, Madhya
Pradesh, which will start production in FY24 and will cater to the West, South and East markets of India.
Product innovations and recent launches: As mentioned above, MBFSL has already invested Rs2.6bn
between FY18 and Sept'2020 to build capacities with superior capabilities and its plants are equipped with
the best technology with capability to produce international quality products. As on 1HFY21, MBFSL's
product portfolio consisted of 384 SKUs in the biscuits category and 118 SKUs in the bakery category.
Recent launches in the biscuits segment include ‘Trufills’, ‘Premium Sugar and Classic Crackers’, ‘Pista
Almond Cookies’, ‘Choco Chip Cookies’ and ‘Honey Oatmeal Cookies'. Recent launches, for retail as well as
institutional customers, include sub-breads, pizzas, garlic breads, cheese garlic bun fills and frozen cookies.
Objects of the offer: The offer comprises of a fresh issue aggregating up to Rs405.4mn and an offer for
sale of up to Rs5bn by the selling shareholders. The proceeds of the fresh issue are proposed to be utilized
for financing the project cost towards expansion of the Rajpura manufacturing facility by establishing a new
production line for biscuits.
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Exhibit 1: Financial summary

Y/E March (Rsmn) FY18 FY19 FY20 1HFY21
Net revenues 6,906 7,837 7,621 4,310
YoY growth (%) - 13.5 2.7 18.2
EBITDA 854.9 960.8 928.2 7214
EBITDA margin (%) 12.4 12.3 12.2 16.7
PAT 359 332 304 389
EPS (Rs) 6.3 5.8 53 6.8
YoY growth (%) - -18.6 -5.8 282.2
RoCE (post-tax) (%) - 10.1 9.8 20.0
RoE (%) - 11.8 9.9 235

Source: MBFSL RHP, Nirmal Bang Institutional Equities Research
Note: Return ratios for 1THFY21 are annualized; Growth in THFY21 is over 1HFY20

Exhibit 2: Key issue details

Sector FMCG

Price band (Rs) 286-288

Face Value (Rs) 10

Issue size (Rsbn) Fresh issue of Rs 405.4mn and offer for sale aggregating up to Rs5bn by selling shareholders
Anchor Book 14t Dec’ 20

Offer Opens on 15t Dec’ 20

Issue Closes on 17t Dec’ 20

Source: MBFSL RHP, Nirmal Bang Institutional Equities Research

About the company

= As on FY20, MBFSL supplied its products to retail consumers in 26 states in India, besides to institutional
customers pan-India and to clients in 64 countries across six continents.

= As per Technopak’s report, ‘Mrs. Bector’s Cremica’ is one of the leading biscuit brands (within top 2) in the
premium & mid-premium segment in Punjab, Himachal Pradesh, Jammu & Kashmir and Ladakh. ‘English Oven’is
one of the largest selling brands in the premium bakery segment in Delhi NCR, Mumbai and Bengaluru.

= The company is the largest supplier of buns in India to reputed QSR chains such as Burger King India Ltd.,
Connaught Plaza Restaurants Pvt. Ltd, Hardcastle Restaurants Pvt. Ltd. and Yum! Restaurants (India) Pvt. Ltd.

= During FY20, MBFSL had a market share of 4.5% in the mid premium & premium segments in North India.

= Within biscuits, the company is primarily in the mid premium & premium segments with barely 4% revenue coming
from glucose and other mass segment products.

= The company has various certifications in place, which ensure stringent quality controls. The management also
believes that great systems and certifications will help it to improve volume as consumers have become more
health & hygiene conscious.

Commentary on operational metrics & financial performance

= Due to focus on high margin/premium products, overall gross margins have increased from 44% in FY18 to 47%
in FY20. If not for lost sales in the domestic business, exports business and provision of Rs70mn made for
exports receivables, the operating margin in FY20 would have been higher than the reported 12%.

=  Dividend payout ratio has ranged ~15-18% in the last 3 years.
= Return ratios have fallen over FY18-FY20 due to capex investments.

] Management believes that 1HFY21 sales are sustainable, as despite 3 months of lost CSD sales and QSR
business taking a hit, the company manged to post 18% overall topline growth.

= Collection period for export business ranges between 50 days and 60 days.

= There is no fixed timing of implementing price hikes; it will be dependent on inflation and will be taken either
through grammage reduction or increase in absolute price.

=  The company does not procure directly from the farmer and has both long-term and short-term contracts for
commaodities.
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Product/segment specific other commentary

= MBFSL is looking to roll out new products soon (allied, frozen etc.) and as per the management, the company
always has 5-7 products in the pipeline.

= Share of non-white breads, which is a faster growing category, is larger than white breads.
= The company has recently launched ‘English Oven’in Mumbai.

Distribution

=  Ason 1HFY21, the company distributed its biscuits across 23 states in India through a network of 196 super-
stockists and 748 distributors, supplying to 458,000 retail outlets (400,000 in North India).

= |t also supplies to CSDs in 33 locations across India and is an approved & listed supplier for Indian Railways,
having presence across Railway Station Canteens & their stores in North India.

= For its bakery products sold under ‘English Oven’, the company has 191 distributors, supplying to over 14,000
retail outlets situated in Delhi NCR, Mumbai, Pune and Bengaluru under modern trade and general trade
channels, direct sales to supermarkets, departmental stores or indirect sales through wholesalers and distributors.

= Sales through CPOs (Cremica Preferred Outlets) are 5-6x of a normal outlet. The company is adding CPOs on a
continuous basis.

= Within modern trade, MBFSL is introducing larger and mid-sized packs of existing high selling products based on
buying patterns and regional preferences.

= The e-commerce business is very small and the company started selling through this channel only after the onset
of the Covid-19 pandemic.

Strategies

= As per the management, innovation, premiumization, supply chain efficiencies, institutional business, significantly
high capacities, market leadership in many English Oven products (footlong, panini) and large market share in
exports tend to provide competitive edge.

= 95-96% of retail domestic sales come from North India while the balance ~5% come from Maharashtra and
Madhya Pradesh. The company is also looking to grow further in markets like Rajasthan, Uttar Pradesh etc.

= The company aims to become a major player by adding more outlets and selling more products in existing outlets.

Automation & Technology
=  MBFSL has sourced equipment from Denmark, Germany, USA and Italy for manufacturing of its various products.

=  PERI (the company's automated tool to track distribution channel on real time) enables it to track real time
coverage and has helped it to increase efficiency of the sales team by providing access to critical information of
sales & products and strategic information about sales trends.

= Dealer management system will be rolled out shortly.
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Financials (Consolidated)

Exhibit 3: Income statement Exhibit 4: Cash flow
Y/E March (Rsmn) FY18 FY19 FY20 1HFY21 Y/E March (Rsmn) FY18 FY19 FY20 1HFY21
Net Sales 6,906 7,837 7,621 4,310 PAT 373 363 268 455
% YoY Growth - 13.5 2.7 18.2 Depreciation 283 352 415 222
COGS 3,828 4,240 4,075 2,248 (Inc.)/dec. in working capital -259 -339 210 -28
Staff costs 913 1,097 1,179 621  Others 68 165 201 31
Other expenses 1,311 1,538 1,440 720 Cash flow from operations 465 540 1,095 680
Total expenses 6051 6876 6,693 3589  Capital expenditure (-) 1,176 613 -410 -361
EBITDA 855 961 928 oy Net cash after capex -1 73 685 318
% growth . 124 34 85.1 'anscs;gtds”) ininvestments and other 105 65 73 101
EBITDA margin (%) 124 123 122 167 Cash from investing activities 1,072 -547 -337 -261
Other income 18 24 29 76 Dividends paid (-) 42 -63 52 0
Interest costs 61 127 150 55 Inc./(dec.) in share 0 0 0 0
Depreciation 283 352 415 222 Inc.(dec.) in borrowings 689 271 -291 -88
Profit before tax 528 506 39 521 Others 69 -139 -168 62
Tax 169 175 88 133 Cash from financial activities 578 69 511 -150
PAT before MCI/NI 359 331 304 388 Opening cash balance 136 59 55 207
Share of profit from Subs /NCI 0 1 0 1 Closing cash balance 107 120 302 477
PAT 359 332 304 389 Change in cash balance -29 62 247 270
PAT margin (%) 5.2 4.2 4.0 8.9 Source: MBFSL RHP, Nirmal Bang Institutional Equities Research
% Growth - (18.6) (5.8 282.2
Source: MBFSL RHP, Nirmal Bang Institutional Equities Research Exhibit 6: Key ratios
Exhibit 5: Balance sheet Y/E March FY18 FY19 FY20 1HFY21
Per share (Rs)
YIE March (Rsmn) FY18 FY19 FY20 1HFY21 EPS 63 58 53 68
Share capital 573 573 573 573 Book value 466 515 55.8 625
Reserves 2,093 2,375 2,620 3,005 DPS 0.9 0.9 09 0.0
Net worth 2,666 2,948 3,193 3,578 Return ratios (%)
Lease liabilities 56 42 27 19 RoCE ) 104 938 200
Other Long Term Liabilities 137 149 131 17 RoE ) 118 9.9 235
Borrowings 1,210 1,399 1,037 1,012 RolC ) 106 9.4 245
DTL (et) 65 122 & 88 Profitability ratios (%)
Total liabilities 4,134 4,660 4,467 4,813 Gross margin 446 459 465 478
Net block 2,611 3,626 3,537 3,422 EBITDA margin 124 123 122 167
Capital work-in-progress 921 156 67 289 EBIT margin 83 78 67 16
Investments 39 38 38 39 PAT margin 59 49 40 8.9
Other LTA 139 120 252 290 Liquidity ratios (%)
Inventories 353 353 434 544 Current ratio 14 16 15 16
Debtors 694 1,003 750 729 Quick ratio 11 13 11 12
Cash 107 120 302 477 Solvency ratio (%)
Other current assets 246 355 276 297 Debt to Equity ratio 0.4 0.4 0.2 0.1
Total current assets 1,401 1,831 1,763 2,047 Turnover ratios
gzﬁglrtzjsrrent labilities & 3% 488 470 616 Total asset turnover ratio (x) 1.7 1.7 1.7 0.0
provisions 587 623 720 658 Fixed asset turnover ratio (x) 26 22 22 1.3
Total current liabilities 977 1,111 1,190 1,274 Inventory days - 16 19 20
Net current assets 424 720 573 773 Debtors days - 40 42 34
Total assets 4,134 4,660 4,467 4,813 Creditor days - 20 23 22
Source: MBFSL RHP, Nirmal Bang Institutional Equities Research Source: MBFSL RHP, Nirmal Bang Institutional Equities Research

Note: Return ratios for THFY21 are annualized
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation. NBEPL is a
registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INH000001436. NBEPL is also
a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, have
different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in
securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. NBEPL or
its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the research report with the
subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject
company at the end of the month immediately preceding the date of publication of this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of the
company covered by Analyst during the past twelve months. NBEPL or its associates have not received any compensation or other
benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not served as an
officer, director or employee of Subject Company and NBEPL / analyst has not been engaged in market making activity of the subject
company.

Analyst Certification: |/We, Mr. Vishal Punmiya, the research analyst and Ms. Videesha Sheth, the research associate and author(s)
of this report, hereby certify that the views expressed in this research report accurately reflects my/our personal views about the subject
securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of the analyst was, is, or will be
directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst is principally responsible
for the preparation of this research report and has taken reasonable care to achieve and maintain independence and objectivity in
making any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY >15%

ACCUMULATE -5% t015%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is not
soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain
from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and particular needs
of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or redistributed to
any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though disseminated
to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as customers by virtue of their
receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where
such distribution, publication, availability or use would be contrary to law, regulation or which would subject NBEPL & its group companies to registration or
licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any of its
affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained
in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to
this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report
should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications and
alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its clients, and
would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the advice
is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of
securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the
investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept any liability
whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it
may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special
or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information contained in this report.

Copyright of this document vests exclusively with NBEPL.

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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