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Year of robust growth. 

The growth trajectory of Nestle India Limited remained intact in the fourth 

quarter of CY07 as well; the Company reported consistent 20% plus growth 

in net sales for the fourth consecutive quarter of CY07. Net sales grew by 

21.6% yoy and 24.4% yoy for Q4’07 and CY07 respectively.  

 

Nestle has become an aggressive player in the market place, with 

continuous introduction of new products and increasing advertisement and 

promotion spends. The strategy is helping the Company to drive the top-line 

growth, which in turn helped the Company to maintain its net profit margins 

by achieving scale efficiencies.  

 

Our analysis of the Company’s quarterly results does not call for a change in 

rating. Currently, Nestle is trading at P/E of 30.2x for CY08E and 27.2x for 

CY09E. The effect of impressive results is fully factored in and hence we 

expect limited upside. 

 

Result Highlights 

 

On back of judicious price hikes taken during Q3’07, Nestlé’s recorded a 

growth of 21.6% for Q4’07 and 24.4% for CY’07 in net sales. In spite of 

appreciation in Indian Rupee, export sales for CY07 grew                                     

at decent 17.9%; however the main driver for top-line growth was staggering 

24.5% growth in domestic sales.  

 

 

 

 

 

 

 

 

Nestle India Limited HoldRESULTS REVIEW
Share Data

Market Cap Rs. 148.3 bn

Price Rs. 1,538.30

BSE Sensex 15,757.08

Reuters NEST.BO

Bloomberg NEST IN

Avg. Volume (52 Week) 0.05 mn

52-Week High/Low (BSE) Rs. 1,675.75 / 956

Shares Outstanding 96.4 mn

Valuation Ratios

Year to December 2008E 2009E

EPS (Rs.) 51.0 56.5

+/- (%) 13.9% 10.9%

PER (x) 30.2x 27.2x

EV/ Sales (x) 3.6x 3.1x

EV/ EBITDA (x) 18.7x 16.9x

Shareholding Pattern (%)

Promoters 62

FIIs 8

Institutions 12

Public & Others 19

Relative Performance
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Nestle Rebased BSE Index
Key Figures 
Quarterly Data Q4'06 Q3'07 Q4'07 YoY% QoQ% CY'06 CY'07 YoY%
(Figures in Rs. mn, except per share data)

Net Sales 7,363     9,067     8,957     21.6% (1.2)% 28,161    35,044 24.4%

Adj. EBITDA 1,211     1,916     1,576     30.1% (17.7)% 5,415      6,963   28.6%

Adj. Net Profit 730        1,133     887        21.7% (21.7)% 3,094      4,059   31.2%

Margins(%)

EBITDA 16.5% 21.1% 17.6% 19.2% 19.9%

NPM 9.9% 12.5% 9.9% 11.0% 11.6%

Per Share Data (Rs.)
Adj. EPS 7.6         11.8       9.2         21.6% (21.7)% 32           42        31.2%
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Adjusted EBITDA for the quarter registered a steep rise of 30.1% yoy to  

Rs. 1.6 bn. However adjusted EBITDA margins improved by only 110 bps 

yoy to 17.6% for the quarter as the gains from 200 bps yoy dip in other 

expenditure and 30 bps yoy decline in employee cost as a percentage of net 

sales was partially offset by increase in raw material prices. 

 

Adjusted net profit for the fourth quarter also rose by 21.6% yoy to  

Rs. 887.5 mn, but an increase of 58.6% yoy in taxation forced the Company 

to report a flat net profit margin  

 

Key Events 

 

• Board of Directors recommended a final dividend of Rs. 2.50 per equity 

share. This is in addition to the two interim dividends for 2007, of Rs. 

6.50 and Rs. 24.00 per equity share, paid in March 2007 and December 

2007 respectively. 

 

•  The Company launched new variants of its existing brands such as 

KitKat chunky, KitKat mini, Nescafe Mild, and Maggi Cuppa Mania 

instant noodles. 

 

Outlook  
 

FMCG and in particular food processing space in India looks exciting due to 

shift in consumption pattern towards packaged food and increasing 

disposable income. Nestlé’s focus has been on nutrition, health and 

wellness products and with its strong product portfolio in processed food and 

milk based products backed by its parent Company; Nestle is well equipped 

to exploit the opportunity.  

 

Despite continuous rising raw material cost, the Company has been 

successful in maintaining its net profit margins. Going forward we expect the 

Continuous product innovation 
and expanding product mix  

 

    



4 

                   Please see the end of the report for disclaimer and disclosures.        
 -3- 

 

          NESTLE INDIA LIMITED 

                        RESEARCH 

EQUITY RESEARCH                                   April 7, 2008  

  

Company to sustain its margins as Nestle enjoys limited competition and 

has a strong pricing power in categories which are major contributors to top-

line (like infant nutrition, coffee, instant noodles) 
 

 

We expect Nestle to report revenue CAGR of 16.1% to Rs. 47 bn over 

CY07-09E, we expect the Company would able to mange the cost efficiently 

thus, net profit is expected to grow at a CAGR of 12.4%. However, we feel 

that currently stock is trading at P/E of 30.2x for CY08E and 27.2x for 

CY09E is fairly priced and we maintain Hold rating.  
 

 

 
 
 
 

Key Figures

Year to December CY'05 CY'06 CY'07 CY'08E CY'09E CAGR (%)

(Figures in Rs. mn, except per share data) (CY07-09E)

Net Sales 24,769   28,161 35,044   40,903  47,238   16.1%

Adj. EBITDA 5,221 5,415 6,963 7,894 8,739 12.0%

Adj. Net Profit 3,293 3,300 4,313 4,914 5,449 12.4%

Margins(%)

EBITDA 21.1% 19.2% 19.9% 19.3% 18.5%

NPM 13.3% 11.7% 12.3% 12.0% 11.5%

Per Share Data (Rs.)
Adj. EPS 32.1 32.7 44.7 51.0 56.5 12.4%

PER (x) 29.2x 34.8x 33.5x 30.2x 27.2x
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Disclaimer 
 
This report is not for public distribution and is only for private circulation and use. The Report should not be reproduced 
or redistributed to any other person or person(s) in any form. No action is solicited on the basis of the contents of this 
report. 
  
This material is for the general information of the authorized recipient, and we are not soliciting any action based upon 
it. This report is not to be considered as an offer to sell or the solicitation of an offer to buy any stock or derivative in any 
jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Indiabulls 
Securities Limited. It does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of individual clients. You are advised to independently evaluate the investments 
and strategies discussed herein and also seek the advice of your financial adviser. 
 
Past performance is not a guide for future performance. The value of, and income from investments may vary because 
of changes in the macro and micro economic conditions. Past performance is not necessarily a guide to future 
performance. 
 
This report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, 
and it should not be relied upon as such. Any opinions expressed here in reflect judgments at this date and are subject 
to change without notice. Indiabulls Securities Limited (ISL) and any/all of its group companies or directors or 
employees reserves its right to suspend the publication of this Report and are not under any obligation to tell you when 
opinions or information in this report change. In addition, ISL has no obligation to continue to publish reports on all the 
stocks currently under its coverage or to notify you in the event it terminates its coverage. Neither Indiabulls Securities 
Limited nor any of its affiliates, associates, directors or employees shall in any way be responsible for any loss or 
damage that may arise to any person from any error in the information contained in this report. 
 
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal 
views about the subject stock and no part of his or her compensation was, is or will be, directly or indirectly related to 
specific recommendations or views expressed in this report. No part of this material may be duplicated in any form 
and/or redistributed without Indiabulls Securities Limited prior written consent.  
 
The information given herein should be treated as only factor, while making investment decision. The report does not 
provide individually tailor-made investment advice. Indiabulls Securities Limited recommends that investors 
independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial 
adviser. Indiabulls Securities Limited shall not be responsible for any transaction conducted based on the information 
given in this report, which is in violation of rules and regulations of National Stock Exchange or Bombay Stock 
Exchange. 
 

 


