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Stock data 

No. of shares : 62 mn 
Market cap  : Rs 63.9 bn 
52 week high/low : Rs 1,138/ Rs 683 
Avg. daily vol. (6mth) : 127,600 shares 
Bloomberg code : TT IB 
Reuters code : TTTE. BO 
 
Shareholding (%)  Mar‐10 QoQ chg 

Promoters : 35.4 0.1  
FIIs : 8.0 (0.1) 
MFs / UTI : 9.4 (0.1) 
Banks / FIs : 26.2 0.3  
Others : 21.0 (0.3)  
 
 

 

 EARNINGS TO SWING ON EASING COST PRESSURE 
Tata Tea Ltd (TT) reported consolidated net revenue of Rs 58 bn 
( 20% YoY), EBITDA of Rs 7.2 bn ( 10% YoY) and adjusted PAT of
Rs 3.7 bn ( 37% YoY) in FY10.   

Key highlights  
 Highest revenue growth (15% organic) in the last 3 years was 

achieved by a combination of price hike, geographical expansion
of tea portfolio into other regions and rise in value market share.
TT has now overtaken HUL to become the largest branded tea 
company in India with 21.6% value mkt. share.  

 Gross margin of TT has declined by 640 bps over the last 2 years
to 54%, due to severe RM cost pressure. Despite the price hikes 
and rationalization of cost, operating margin was impacted by
380 bps. We believe, a decline in commodity cost will remain the 
key swing factor in earnings going ahead. Against an 11% 
revenue growth, we forecast 23% EBITDA growth in FY11E. 

 Lower interest burden: TT has reduced its debt burden from Rs 
24 bn in FY09 to Rs 18 bn in FY10. Healthy operating cash flows of
Rs 5 bn p.a. give adequate financial flexibility.   

Easing cost pressure: The return of normal weather patterns, in the 
major producing regions, has brought the 1st sign of relief to the 
tight global tea market situation. Key tea producing regions have 
shown sharp improvement in production (refer graph) during Jan‐
March’10. This should begin to alleviate the pressure on world tea 
prices in 2010. World tea prices are down by 17% from its peak in 
Sept’09.   

Earnings Upgraded by 9% for FY11 & FY12. Maintain Outperformer 
At CMP of Rs 1,033, the stock is trading below its historical 1‐yr fwd. 
P/E median of 15x. We expect earnings to grow by 26% CAGR over 
the next 2 years– led by decline in tea cost, operating leverage from 
rising value growth and lower interest burden. Our 1‐year price 
target of Rs 1,260 is based on 13x FY12E.     

Financial Summary 
 
Y/E Mar 

Sales 
(Rs mn) 

Adj .PAT  
(Rs mn) 

Consensus 
EPS* (Rs)

Adj. EPS 
(Rs.)

Change
YoY (%)

P/E 
(x)

RoE 
(%)

RoCE  
(%) 

EV/EBITDA 
(x)

DPS 
(Rs.)

2009  48,479   2,750  ‐  44.6   (2) ‐  6.0   10.9  ‐ 17.5 

2010E  58,209   3,742  61.1  60.7   36  17.0  7.8   11.6  12.0 20.0 

2011E  64,661   5,033  72.4  81.6   34  12.7  9.9   14.2  9.5 25.0 

2012E  71,611   5,979  79.8  97.0   19  10.6  11.0   15.9  7.9 30.0 

Source: *Consensus broker estimates, Company ENAM estimates.  

Hemant Patel  
Executive Director – Consumer 
Email: hemantp@enam.com 
Tel: 9122 6754 7617 

Yash Jhaveri 
Asst VP – Consumer 
Email: yash.jhaveri@enam.com 
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Results Update 
 12 months ended 

(Rs  mn) Mar‐10 Mar‐09 % YoY Chg Mar‐11E % YoY Chg 
Net Sales 58,209 48,479 20.1 64,661  11.1 

EBITDA 7,217 6,574 9.8 8,855  22.7 

Other income 1,809 2,134 (15.2) 1,750  (3.3) 

PBIDT 9,026 8,708 3.6 10,605  17.5 

Depreciation 1,029 987 4.3 1,090  5.9 

Interest 1,748 2,101 (16.8) 1,414  (19.1) 

PBT 6,249 5,620 11.2 8,101  29.7 

Tax  2,477 1,557 59.1 3,079  24.3 

Minority Interest 30 1,314 (97.7) (10) (132.0) 

Adjusted PAT 3,742 2,750 36.1 5,033  34.5 

Extra ordinary income/ (exp.) 161 4,256 (96.2) ‐  ‐ 

Reported PAT 3,903 7,005 (44.3) 5,033  28.9 

No. of shares (mn) 62 62  ‐ 62  ‐ 

EBITDA margin (%) 12.4 13.6 ‐ 13.7  ‐ 

PBIDT margins (%) 15.5 18.0 ‐ 16.4  ‐ 

EPS ‐ annualized (Rs.) 60.7 44.5 36.5 81.6  ‐ 
Source: Company, ENAM Research  

TT Consolidated: Revenue & growth trends  TT Consolidated: EBIT^ & margin trends 
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Tea price trend (YoY) Coffee price trend (YoY) 
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Tata Tea (Standalone) * 
(Rs mn) FY10 FY09 Change YoY 

Revenue 16,979 13,615 25 %

RM 9,807 7,718 27 %

   ‐ % of revenue 57.8 56.7 (107) bps

Other cost 5,435 4,549 19 %

  ‐ % of revenue 32.0 33.4 104 bps

EBITDA 1,738 1,348 29 %

  ‐ % of revenue 10.2 9.9 30 bps

EBIT (exc. OI) 1,614 1,214 30 %

  ‐ % of revenue 9.1 9.5 (39)  bps

Source: Company, ENAM Research: *Note: TT standalone 
contributed ~29% of consol revenue and 25% of 
consolidated EBITDA in FY10 

 Tata Coffee Ltd. (57.5% subsidiary) * 
(Rs mn) FY10 FY09 Change YoY

Revenue 12,861 11,142 15 %

RM 4,201 3,447 22 % 

‐ % of revenue 32.7 30.9 (173) bps

Other cost 6,226 5,943 5 %

‐ % of revenue 48.4 53.3 485 bps

EBITDA 2,434 1,761 38 %

‐ % of revenue 18.9 15.8 312 bps

EBIT (exc. OI) 2,069 1,408 47 %

‐ % of revenue 16.1 12.6 345 bps

Source: Company, ENAM Research  * Note: Tata coffee contributed 
~22% of consol revenue and ~37% of consolidated EBITDA in 
FY10 

Production in Key Black Tea Markets TT – 1 year forward P/E 
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Source: ENAM Research, Bloomberg , Vanrees, Media Reports;  ^NoteMalawi is from Jan‐Apr 2010 

 
This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this 
document should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to 
buy or sell the securities of companies referred to in this document. The intent of this document is not in recommendary nature 

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), and should consult its own advisors to determine the merits and risks of 
such an investment. The investment discussed or views expressed may not be suitable for all investors 

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express 
or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of 
the views expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and 
alternations to this statement as may be required from time to time without any prior approval 

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or 
deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or 
solicit investment banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent 
of each other. The recipient should take this into account before interpreting the document 

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM 
Securities Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein 

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other 
person or published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to 
U.S.Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident 
thereof. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform 
themselves about, and observe, any such restrictions 

Neither the Firm, not 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 profits that may arise from or in connection with the use of the information. 

Copyright in this document vests exclusively with ENAM Securities Private Limited. 


