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Understanding ‘Bisleri’ and the Beverages industry

We recently hosted Mr. Angelo George, CEOQ, Bisleri International Pvt Ltd, at our virtual investor conference
to get deeper insights into the Beverages business. The size of the organized Bottled Water industry (~40%
of the overall industry) is pegged at ~Rs160-200bn; of which, the company is a market leader with ~32%
market share. One big segment i.e. the Home Consumption segment (not considered in any research data),
which includes Gallons, Jars etc, constitutes ~30% of the company’s revenue. In terms of demand, FY23 was
a good year for the Beverages industry, both in terms of volume as well as profitability considering that
growth in most other FMCG categories was value-led. While the summer season was intense, an extended
monsoon had some adverse impact on the overall FMCG industry.

Industry points

=  The industry is expected to grow at a descent pace due to the following catalysts: (i) A large part of the country
has contaminated ground water (i) Only ~47% of the urban households have piped water connections (iii)
Higher penetration opportunities.

= The Premium segment, which is driven by on-premise consumption, is growing at 2x the non-premium
segment on the back of activation of right consumption locations (eg: making products available at the right
restaurants).

=  Logistic cost, being one of the important aspect of the business, is a function of managing network strength in
an efficient manner and generating sufficient asset turns. Proximity to the target market is very important in this
industry; having a large plant will not be a good proposition if the same is far away from the target market. An
ideal distance between the plant and the suppliers should be ~100kms.

= On-trade/Institutional mix is 15-20%. Corporates are still running at ~50% capacity and if some demand
momentum is seen in that segment, the mix is likely to move to 23-25%.

=  Energy Drinks have gained some good traction in the last year as the Tourine and Caffeine formulation is
available at an affordable price. Bisleri is not looking at entering this segment in the immediate future.

= Implementing price increases in the bottled mineral water industry is not easy at the consumer level.

Consumption areas

=  On-premise consumption has increased as travel & tourism has recovered well post covid-19. Air travel has
also seen a good traction.

= The recently concluded Soccer World Cup in 3QFY23 also created good consumption opportunities.

=  The Corporate segment is one area where consumption has not reached its optimum level because of ‘work
from home’ policies implemented by the corporates.

Company specific

= The company has registered good growth this year so far and has done better than the ~20% revenue CAGR
that it had achieved over FY15-FY20.

= Currently, it is looking at capturing the upside that the Corporate segment represents.

= Carbonated Soft Drinks is a small part of the company’s business.

= |t has a strong presence with over 120 operational plants and an extensive distribution network of 6,000+
distributors & 7,500 distribution trucks across India & the neighbouring countries. It has significant dependence
on co-packers in its business.

= |t is present across the country but there are certain geographies where the company feels it needs to
strengthen its distribution network.

=  Bisleri recently entered the Hygiene segment as it noticed that hand purifiers saw good traction during covid-
19. However, post covid-19, this category has not been able to maintain its momentum. This was more of an
experiment for the company and might not be a long term proposition.

Plastic as a raw material

=  The management believes that there is certain amount of misunderstanding with regards to plastic as a
material.

= ~02% of Polyethylene Terephthalate (PET), which is commonly used to make plastic products, is recycled into
higher value products (Eg: Shirts, bags, efc).

= There is a need to handle post-use plastic in an efficient manner, for which the company is running a
programme called ‘Bottles for Change’, which aims to create awareness among citizens about the importance
of plastic recycling.

=  Earlier, Bisleri packs were available in glass bottles, but because of reasons like affordability, transportability,
etc plastic bottles were introduced.

= No other RM is as scalable and cost effective as plastic. It cannot be completely banned/replaced as there is
no other viable alternative that can replace plastic.
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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: I/We, NBIE Research, the research analyst, 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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