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Tilaknagar Industries
Imperial Blue getting apt support

We maintain BUY, with a Sep-27 TP of INR700, on 35x P/E. In our meeting,

management reiterated its focus on strengthening the Imperial Blue franchise in

FY27E, which will bolster pan-India presence — a critical enabler for upcoming

launches and for achieving mid-teen volume growth over FY28-30E (we estimate

low-teen growth, in the absence of visibility on new launches). On margins, while
the acquisition is initially dilutive, several initiatives are underway to drive
improvement. Management’s 16-18% margin guidance for FY29E factors in
synergies, productivity gains, new launches, and scale benefits. With a ballooned
payout structure on borrowings, management may explore creeping acquisitions in
disruptive craft businesses to balance bandwidth and funding needs, further
reinforcing its positioning in the luxury segment. Near-term catalysts include
potential price hikes in Telangana and relaxed rules for national brands in Tamil

Nadu — neither of which is factored into our estimate or management guidance.

*  Ground checks indicate improving growth for Imperial Blue: Our ground checks
indicate that Tilaknagar is addressing state-specific requirements effectively to
strengthen the Imperial Blue franchise. Karnataka remains a key growth market,
where the brand has seen its strongest traction, supported by agile price cuts
implemented immediately after-tax changes. This has been followed by share
gains in Andhra Pradesh, Uttarakhand, and Rajasthan. Tilaknagar has also
improved SKU availability and broadened market supplies. These progressive
actions should help absorb pressure in Maharashtra and West Bengal (following
the discontinuation of the low-priced SKU). On the supply side, the company is
engaging with local bottlers to enhance market availability, while Scotch
requirements are secured through a long-term renewable contract with Chivas. It
has launched Imperial Black, positioned between the low and mid-prestige price
segments.

* Premiumization efforts with new actions: To tap the opportunity in luxury
segments, the company has expanded its organic portfolio with Monarch Legacy
Brandy and Seven Island. Through strategic investments, it is steadily widening its
luxury and super-premium presence — supported by the Spaceman portfolio
(current stake 21.36%, expected to rise to ~51% over the next 2-3 years, offering
premium play across gin, vodka and rum) and Black Tiger Distilleries (where it
has taken a 30% strategic stake, providing a foothold in tequila). Management
remains open to additional partnerships. As Imperial Blue progresses on its
market-share rebuild, we expect it to broaden its category and portfolio
participation. Given the rapid growth in the vodka segment, we also see scope for
incubating an organic vodka brand.

* Improving leverage position to aid rerating; Tamil Nadu opening can boost
prospects: Tilaknagar’s net debt stood at INR21bn as of Jun-26, largely due to the
Imperial Blue acquisition. We expect net debt to moderate to INR17bn by Mar-27,
supported by internal cash generation and promoter conversion of warrants.
Management aims to bring net-debt-to-EBITDA below 1x, which we believe is
achievable by FY29E. Any opening up of Tamil Nadu to national brands could
materially enhance its prospects and strengthen its financial position. Key risks
include adverse regulatory actions in core states that could affect its already-
leveraged profile.

Annual financial summary

YE Mar (INR mn) FY24 FY25 FY26 FY27E FY28E FY29E
Revenue 13,940 13,805 23,456 45,222 50,972 57,403
EBITDA 1,854 2,549 4,192 6,993 8,265 9,966
APAT 1,410 2,296 2,528 3,014 4,545 5,548
Adj. EPS (INR) 7.3 11.8 10.2 11.9 17.9 21.8
P/E (x) 74 46 53 46 30 25
EV /EBITDA (x) 57 41 37 23 19 15
RoE (%) 24.8 29.9 13.1 9.4 12.6 13.7
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Exhibit 1: Tilaknagar industry’s one-year forward P/E
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Source: Bloomberg, Company, HSIE Research

Exhibit 2: HSIE estimates vs consensus estimates

HSIE estimates Consensus estimates HSIE vs Consensus estimates

(INR mn) FY27E FY28E FY29E FY27E FY28E FY29E FY27E FY28E FY29E
Revenue 45,222 50,972 57,403 45,672 50,822 56,634 (1.0%) 0.3% 1.4%
growth (%) 92.8% 12.7% 12.6% 94.7% 11.3% 11.4%
EBITDA 6,993 8,265 9,966 7,000 8,098 9,435 (0.1%) 2.1% 5.6%
growth (%) 66.8% 18.2% 20.6% 67.0% 15.7% 16.5%
EBITDA margin (%) 15.5% 16.2% 17.4% 15.3% 15.9% 16.7%
Adj. PAT 3,014 4,545 5,548 2,970 4,291 5,758 1.5% 5.9% (3.6%)
growth (%) 19.2% 50.8% 22.1% 17.5% 44.5% 34.2%
Adj. EPS (INR/Share) 11.9 17.9 21.8 11.7 17.0 229 1.4% 5.2% (4.8%)
Source: Bloomberg, HSIE Research
Exhibit 3: Key assumptions

FY23 FY24 FY25 FY26 FY27E FY28E FY29E
P&L assumptions
Revenue growth 48.6% 19.7% (1.0%) 69.9% 92.8% 12.7% 12.6%
EBITDA growth 22.4% 35.2% 37.4% 64.5% 66.8% 18.2% 20.6%
Adj PAT growth 125.7% 95.3% 62.9% 10.1% 19.2% 50.8% 22.1%
Gross margin 47.1% 49.2% 47.3% 46.5% 45.0% 45.5% 46.5%
EBITDA margin 11.8% 13.3% 18.5% 17.9% 15.5% 16.2% 17.4%
Adj EPS (INR/share) 4.1 7.3 11.8 10.2 119 17.9 21.8
DPS (INR/Share) 0.3 0.5 1.0 1.0 0.9 1.8 3.3
Balance sheet
Avg. RoE 23.4% 24.8% 29.9% 13.1% 9.4% 12.6% 13.7%
Avg. ROCE 13.2% 18.7% 24.7% 10.4% 9.0% 10.5% 12.4%
Inventory days 36 26 44 63 44 44 44
Receivable days 90 99 110 131 128 125 120
Payable days 40 32 39 52 38 36 35
Source: Company, HSIE Research
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YE March (INR mn) FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E
Revenues 7,834 11,644 13,940 13,805 23,456 45,222 50,972 57,403
Growth (%) 48.6 19.7 (1.0) 69.9 92.8 12.7 12.6
Material Expenses 3,824 6,163 7,088 7,272 12,548 24,872 27,780 30,711
Employee Expense 321 376 468 550 969 1,890 2,155 2,457
Other Expenses 2,568 3,733 4,529 3,435 5,746 11,467 12,773 14,270
EBITDA 1,121 1,372 1,854 2,549 4,192 6,993 8,265 9,966
EBITDA Growth (%) 224 35.2 374 64.5 66.8 18.2 20.6
EBITDA Margin (%) 14.3 11.8 13.3 18.5 17.9 15.5 16.2 17.4
Depreciation 327 323 319 305 797 1,854 1,892 1,946
EBIT 794 1,048 1,536 2,244 3,395 5,139 6,373 8,020
Other Income (Including EO Items) 145 75 141 176 261 469 704 915
Interest 619 402 267 122 1,131 2,600 2,542 2,426
PBT before extraordinary items 320 722 1,410 2,298 2,525 3,009 4,535 6,509
Extraordinary items 132 777 (29) - (2,320) (600) - -
Total Tax - - - - - - - 976
Share of loss of Joint Venture & Associates - - - ) 3 5 10 15
RPAT after MI 452 1,499 1,380 2,296 209 2,414 4,545 5,548
Adjusted PAT 320 722 1,410 2,296 2,528 3,014 4,545 5,548
APAT Growth (%) 125.7 95.3 62.9 10.1 19.2 50.8 22.1
EPS 22 4.1 7.3 11.8 10.2 11.9 17.9 21.8
EPS Growth (%) 89.1 77.3 61.6 (13.4) 15.9 50.8 22.1
Source: Company, HSIE Research
Balance Sheet (Consolidated)
YE March (INR mn) FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E
SOURCES OF FUNDS
Share Capital - Equity 1,586 1,853 1,927 1,936 2,472 2,543 2,543 2,543
Other Equity (251) 2,976 4,612 6,886 27,345 31,447 35,537 40,253
Total Shareholders’ Funds 1,335 4,829 6,539 8,822 29,817 33,989 38,080 42,795
Total Debt 6,446 3,239 1,804 978 25,706 24,844 24,988 23,140
TOTAL CAPITAL EMPLOYED 7,781 8,068 8,343 9,800 55,523 58,833 63,068 65,936
APPLICATION OF FUNDS
Net block 4,388 4,175 3,941 3,679 4,934 4,980 5,688 6,342
CWIP 1,002 1 3 34 603 603 603 603
Other Non-Current Assets 543 424 538 962 34,160 32,723 31,378 30,036
Total Non-current Assets 5,933 4,601 4,482 4,676 39,696 38,305 37,668 36,980
Current Investments - 221 10 86 0 0 0 0
Inventories 723 1,162 1,008 1,652 4,019 5,467 6,162 6,940
Debtors 2,368 3,388 4,185 4,105 12,718 15,859 17,456 18,872
Cash & Equivalents 706 442 385 1,028 3,604 5113 8,071 9,973
Other Current Assets 403 302 264 580 1,563 1,641 1,724 1,810
Total Current Assets 4,200 5,515 5,852 7,452 21,904 28,080 33,413 37,595
Creditors 1,713 1,292 1,207 1,478 3,369 4,708 5,027 5,504
Other Current Liabilities & Provns 638 756 784 850 2,709 2,844 2,986 3,136
Total Current Liabilities 2,351 2,047 1,991 2,328 6,078 7,552 8,014 8,640
Net Current Assets 1,849 3,468 3,861 5,124 15,827 20,528 25,400 28,955
TOTAL APPLICATION OF FUNDS 7,781 8,068 8,343 9,800 55,523 58,833 63,068 65,936
Source: Company, HSIE Research
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Cash Flow (Consolidated)

YE March (INR mn) FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E
Reported PBT 412 1,499 1,380 2,298 206 2,409 4,535 6,509
Depreciation 327 323 319 305 797 1,854 1,892 1,946
Working Capital Change (676) (728) (777) (988) (6,490) (3,055) (1,768) (1,502)
Tax Paid 47 (12) (11) 4 37) - - (976)
Interest/Dividend received 601 381 250 87 1,028 2,131 1,838 1,511
Other items 72 26 (15) 79 169 5 10 15
Extraordinary items (132) (777) 29 - (119) - - -
OPERATING CASH FLOW (a) 651 713 1,175 1,784 (4,446) 3,343 6,506 7,503
Capex - - (82) (69) (35,334) (500) (1,200) (1,200)
Free Cash Flow (FCF) 651 713 1,093 1,716 (39,780) 2,843 5,306 6,303
Others (259) (118) (67) (701) (368) 507 649 858
INVESTING CASH FLOW (b) (259) (118) (149) (769) (35,702) 7 (551) (342)
Debt Issuance/(Repaid) (750) (2,267) (1,316) (803) 22,343 (1,000) - (2,000)
Interest Expenses (584) (373) (247) (100) (884) (2,600) (2,542) (2,426)
FCFE 485 (1,181) 23 1,013 (16,552) 4,443 7,848 6,729
Change in net worth 922 1,982 324 55 20,907 2,000 - -
Dividend 1) (16) (48) (96) (193) (241) (454) (832)
FINANCING CASH FLOW (c¢) (413) (674) (1,287) (944) 42,173 (1,841) (2,997) (5,258)
NET CASH FLOW (at+b+c) (21) (79) (262) 71 2,025 1,509 2,959 1,902
Add: Beginning balance 449 427 348 87 157 2,182 3,691 6,650
Closing Cash & Equivalents 427 348 86 157 2,182 3,691 6,650 8,551

Source: Company, HSIE Research

Key Ratios

Year End (March) FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E
PROFITABILITY (%)

GPM 51.2 471 49.2 47.3 46.5 45.0 45.5 46.5
EBITDA Margin (%) 143 11.8 13.3 18.5 17.9 155 16.2 17.4
EBIT Margin 10.1 9.0 11.0 16.3 14.5 114 125 14.0
PBT Margin 41 6.2 10.1 16.6 10.8 6.7 8.9 11.3
APAT Margin 41 6.2 10.1 16.6 10.8 6.7 8.9 9.7
RoE 23.9 23.4 24.8 29.9 13.1 9.4 12.6 13.7
RolIC (or Core RoCE) 11.2 14.5 20.0 27.0 11.2 9.7 11.7 12.3
RoCE 10.2 13.2 18.7 24.7 10.4 9.0 10.5 124
EFFICIENCY

Tax Rate (%) - - - - - - - 15.0
Fixed Asset Turnover (x) 1.0 14 1.7 1.7 24 44 4.4 4.5
Inventory (days) 34 36 26 44 63 44 44 44
Debtors (days) 110 106 110 109 198 128 125 120
Other Current Assets (days) 19 9 7 15 24 13 12 12
Payables (days) 80 40 32 39 52 38 36 35
Other Current Liab & Provns (days) 30 24 21 22 42 23 21 20
Cash Conversion Cycle (days) 53 88 91 106 190 124 124 121
Net D/E (x) 43 0.6 0.2 (0.0) 0.7 0.6 0.4 0.3
Interest Coverage (x) 1.3 2.6 5.7 18.4 3.0 2.0 243 3.3
PER SHARE DATA (Rs)

EPS 22 41 7.3 11.8 10.2 11.9 17.9 21.8
CEPS 44 6.0 9.0 134 13.5 19.1 25.3 29.5
Dividend 0.1 0.3 0.5 1.0 1.0 0.9 1.8 3.3
Book Value 9.1 27.6 33.9 454 120.6 133.7 149.7 168.3
VALUATION

P/E (x) 248.9 131.6 74.2 46.0 53.0 45.8 30.4 249
P/BV (x) 59.6 19.7 16.0 12.0 45 41 3.6 3.2
EV/EBITDA (x) 76.1 71.1 57.2 41.3 373 22.6 18.7 15.2
EV/Revenues (x) 10.9 84 7.6 7.6 6.7 3.5 3.0 2.6
OCF/EV (%) 0.8 0.7 1.1 1.7 (2.8) 2.1 42 5.0
FCF/EV (%) 0.8 0.7 1.0 1.6 (25.5) 1.8 34 42
FCFE/Mkt Cap (%) 0.6 1.2) 0.0 1.0 (12.3) 3.2 5.7 4.9
Dividend Yield (%) 0.0 0.0 0.1 0.2 0.2 0.2 0.3 0.6

Source: Company, HSIE Research
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