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Nestle India: Driving Innovation and Growth in the Food
Industry

Leading FMCG Player: Nestle India, a subsidiary of Nestle S.A., holds a
prominent position in India's food sector, boasting renowned brands such as
NESCAFE, MAGGI, and KIT KAT. With a diversified portfolio spanning milk
products, beverages, prepared dishes, and confectionery, Nestle India is a
key player in each of these segments, enjoying a significant market share and
avast distribution network comprising over 10,000 distributors and 5.2 million
outlets.

Revenue Breakdown: In the first nine months of 2023, Nestle India's revenue
distribution showcased the strength of its product portfolio. Milk products
and nutrition accounted for 40%, followed by prepared dishes and cooking
aids at 32%, confectionery at 17%, and beverages at 11%.

Strategic Expansion: Nestle India is strategically expanding its
manufacturing capabilities, with plans to establish its 10th manufacturing
facility in Odisha. The company has made substantial investments to bolster
its production capacity, committing Rs 5000 Cr between 2023 and 2025.
Notably, the Odisha facility alone represents an investment of Rs 900 to Rs
1000Cr.

Diversification and Innovation: With a focus on diversification and
innovation, Nestle India has introduced 130 new products in the last seven
years. Recent launches such as MAGGI Korean noodles, MAGGI Oats Noodles
with Millet Magic, and GERBER Puffs reflect the company's commitment to
meeting evolving consumer preferences and dietary trends.

Embracing Millet-Based Products: Recognizing the growing demand for
healthier options, Nestle India has embarked on collaborations to explore the
benefits of millets. Through partnerships with institutions like Nutrihub and
ICAR-Institute of Millet Research, Nestle has introduced products like Nestlé
a+ Masala Millet, CEREGROW Grain Selection with ragi, and Nestlé MILO
Cocoa Malt with bajra, catering to health-conscious consumers.

Innovative Initiatives: In addition to product diversification, Nestle India has
embarked on innovative initiatives such as launching its first-ever direct-to-
consumer platform, mynestle.in. This platform provides consumers with easy
access to Nestle's products manufactured in India, further strengthening its
presence in the digital space.

Strategic Divestment: In a strategic move, Nestle India has approved the
slump sale of its Nestlé Business Services Division to Purina PetCare India
Private Limited. This divestment aligns with the company's focus on
streamlining operations and optimizing resources.

Conclusion: Nestle India's relentless pursuit of innovation, strategic
expansion, and commitment to healthier product offerings position it as a
formidable playerin India's food industry.
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Q3 FY 24 Result Update

Q2 FY24 Result Comparison (In Rs Cr)

Q3 FYau Q2 Fy2u Q3 FY23 Q0Q YOY
Sales 4,600 5,037 4,257 -8.68 8.06
EBITDA 1,018 1,364 1,003 -25.37 1.50
EBIT 909 1,253 90k -2745 0.55
Net Profit 656 908 628 -27.75 446
EPS 6.80 oL2 6.51 -27.81 L.45

Result Highlights

Quarterly Financial Fluctuations:

Seasonal Dips in Sales Performance: The data reveals a notable dip in sales from the second to the third quarter of
FY2u4, dropping from 5,037 crore to 4,600 crore. Despite this quarterly dip, a YOY comparison shows a positive trend,
with sales up by 8.06% from the same quarter in the previous fiscal year. This suggests that while the company may
experience seasonal variances, the overall trajectory is one of growth.

Operational Efficiency Pressures: Earnings before interest, taxes, depreciation, and amortization (EBITDA) have
seen a significant decrease of 25.37% on a QOQ basis, falling from 1,364 crore in Q2 to 1,018 crore in Q3. However,
when viewed through the lens of YOY performance, EBITDA has risen slightly by 1.50%. This indicates that the company
may have encountered operational efficiency challenges in the most recent quarter, despite maintaining a slight
growth YOY.

Impact on Profitability: Operating profit, or EBIT, also suffered a sharp quarterly decline of 27.45%, plummeting from
1,253 crore to 909 crore. Compared to the same quarter in the previous year, this represents a modest increase of
0.55%. This suggests that, although there is resilience in YOY growth, the company is likely facing higher operational
costs or reduced margins more recently.

Net Profit and Shareholder Value:Net profit took a significant hit, decreasing by 27.75% from 908 crore in Q2 to 656
crore in Q3. This indicates a contraction in profitability that is slightly more pronounced than the operational declines,
hinting at possible additional factors affecting the bottom line. Moreover, when compared year over year, the net profit
slightly decreased by 4.46%, which could raise concerns among stakeholders about the company's profitability
sustainability.

Earnings Per Share Insights: Earnings Per Share (EPS) is a crucial indicator for investors, and it has seen a decrease of
27.81% quarter-over-quarter, from 942 to 6.80. Despite the quarterly fall, EPS has improved by 445% YOY. The
quarterly decline might be attributed to the aforementioned factors that affected net profit, whereas the annual
improvement in EPS points to along-term positive outlook for shareholders.

Conclusion: In summary, while the company is navigating through a challenging quarter with declines in key financial
metrics compared to the previous quarter, it is essential to note the positive YOY growth figures. These suggest that
while there may be short-term headwinds, the overall health of the company remains stable with an upward trend.
Investors and analysts would likely be keen on understanding the reasons behind the quarterly figures and the
company's strategy moving forward.
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Highlights

Strengthening Ties: Celebrating Distributor Loyalty: Our network is both expansive and experienced, with a
remarkable total of more than 2,000 distributors. These relationships form the backbone of our distribution strategy,
ensuring that our products and services have an impressive reach. Highlighting our commitment to nurturing long-
term partnerships, nearly 470 of these distributors have been part of our journey for over a decade, reflecting mutual
growth and trust. Furthermore, the enduring loyalty is showcased by approximately 360 distributors who have
surpassed a 20-year milestone with us, a testament to the lasting bonds and deep-seated trust we have cultivated.
This long-standing network exemplifies our dedication to stability and the sustained support we pledge to our
partners.

Driving Towards a Greener Future: The company showcases its strong commitment to eco-friendly practices in
logistics, underlined by a series of impressive sustainable initiatives. They have significantly increased the use of
railways for transport, jumping from a mere 0.2% to 6% in the last 3 years, which is a clear shift towards more
sustainable shipping methods. Enhancing efficiency, they've also improved payload utilization from 90.3% to 94% in
the same period, optimizing capacity and reducing the number of trips required. In an effort to reduce their carbon
footprint, the introduction of a Liquified Natural Gas (LNG) fleet marks a forward step in adopting cleaner energy
sources. This strategic move is aimed at cutting down CO2 emissions inherent in their logistics operations.
Complementing this, there's a noted increase in the usage of Compressed Natural Gas (CNG) and electric vehicles,
which aligns with global environmental goals and demonstrates a modern approach to corporate responsibility in
reducing greenhouse gases. These actions collectively signify the company's dedication to sustainable logistics and
its role in fostering a healthier planet.

Empowerment through Enterprise: The Swabhimaan Story The Swabhimaan network stands as a beacon of
empowerment, fostering entrepreneurial spirit among more than 1,600 women across India. This initiative transcends
mere business, as it contributes significantly to the socio-economic fabric by generating business worth over INR 80
million. Spreading its impact over 14 states, the network not only nurtures individual relationships with these women
entrepreneurs but also cultivates a sense of self-worth and community. Through this platform, these businesswomen
gain financial independence and become vital contributors to their local economies, enhancing the overall prosperity
of their regions. The Swabhimaan network is a shining example of how inclusive growth and gender equality can be
effectively achieved through conscious corporate outreach and support.

Building Foundations: A Decade of Supplier Partnership Our supplier network is the cornerstone of our operations,
encompassing over 4,500 diverse suppliers who are integral to our supply chain. This vast network is underpinned by
relationships that are not only extensive but also enduring. Remarkably, more than 3,000 of these suppliers have been
with us for over a decade. Such long-term associations hig5hlight the trust and mutual growth we foster, providing a
stable and reliable base from which we can innovate and expand. Our commitment to these partnerships is reflected in
the consistency and quality of our products and services. The longevity of these relationships speaks volumes about
our collaborative approach and dedication to mutual success.

Fostering Collaborative Growth with Cutting-Edge Tech: The company is at the forefront of incorporating
technology to enhance its partner relationships, ensuring that growth and efficiency go hand in hand. They have
introduced systems for simplification and consolidation, making the management of operations more streamlined and
effective. By integrating marketing and consumer insights, they enable partners to make informed decisions that
resonate with market demands. Furthermore, the launch of the 'Nesmitra' application marks a significant stride in
autonomy, allowing retailers to place orders directly and manage their inventories with greater agility. This digital
empowerment reflects the company's dedication to modernizing traditional supply chains and nurturing relationships
through innovative solutions. These technological advancements exemplify the company's pursuit of building a
synergistic ecosystem where each stakeholder is equipped with the tools for success.

A Decade of Sales Success: Scaling New Heights in the Domestic Market: Starting from 84 billion INRin 2013, there
has been a consistent upward trend, with only a slight dip in 2015. This setback was quickly overcome, with a
remarkable recovery to 88 billion INR in 2016, reflecting resilience and a successful turnaround strategy. The upward
trajectory continued, culminating in 161 billion INR in 2022, marked by a notable 14.8% growth rate. The last two
reported years have been particularly impressive. The 9-month (9M) figures show a significant year-on-year increase,
with sales reaching 139 billion INRin 9M 2023 from 120 billion INR in 9M 2022, equating to over 15% growth.
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Strengthening Ties: Celebrating Distributor Loyalty: Our network is both expansive and experienced, with a
remarkable total of more than 2,000 distributors. Highlighting our commitment to nurturing long-term partnerships,
nearly 470 of these distributors have been part of our journey for over a decade, reflecting mutual growth and trust.
Furthermore, the enduring loyalty is showcased by approximately 360 distributors who have surpassed a 20-year
milestone with us, a testament to the lasting bonds and deep-seated trust we have cultivated.

Consistent Upward Trajectory in Product Volume Sales: The company has experienced a steady increase in
product volume sales over the last five years. Starting from 424,000 tonnes in 2018 to 550,000 tonnes in 2022. This
progression demonstrates a CAGR of 6.7% from 2018 to 2022, showcasing the company’s ability to expand its market
share and product reach consistently. Furthermore, the 9-month comparison between 2022 and 2023 illustrates the
company's growth momentum, with a rise from 423,000 tonnes to 430,000 tonnes.

Value Growth: A Story of Consistent Advancement: The period between 2018 to 2024 witnessed the company's
sales rising from 105 billion INR to 161 billion INR. The steady climb in sales value is punctuated by an impressive CAGR
of 11.3%, signaling strong performance and strategic market expansion. Additionally, the 9-month (9M) comparison
between 2022 and 2023 further emphasizes the company's robust growth, with sales scaling from 120 billion INR to 139
billion INR. The consistency in growth, reflected in the 15% increase YOY, showcases the company's ability to not only
maintain but also enhance its market presence and value proposition in a competitive landscape.

Urban Growth Surge: Nestlé India's Rising Graph: In Mega Cities, there has been a steady increase in sales, as
evidenced by the 3-year Compound Annual Growth Rate (CAGR) of 15.4%.. On the other hand, sales in Metro areas
have experienced a more pronounced surge, reflected by an even higher 3-year CAGR of 21.0%. The data from Q4 2021
to Q32023 suggests that Nestlé India has successfully expanded its footprint and increased its market penetration.

Diverse Growth Across the Urban-Rural Divide: Remarkably, the most significant growth is seen in 'Villages', where
a high CAGR of 26.6% has been attained. This substantial growth in rural areas signifies a successful expansion into
less urbanized markets, likely due to tailored marketing strategies and product offerings that resonate with rural
consumers. The overall picture painted by these metrics is one of a balanced growth strategy that leverages both
urban sophistication and rural outreach, highlighting Nestlé India's adaptive approach in catering to the diverse
Indian market.

Robust Growth Across the Board: Milk Products and Nutrition lead the pack with a substantial 40.5% contribution to
sales and a growth rate of 15.3%. This is followed closely by Prepared Dishes and Cooking Aids, which have contributed
31.6% to overall sales and have grown by 10.7%. The segment, which includes products like NESCAFE, has shown an
exceptional growth rate of 30%, indicating a strong revival and growing consumer demand. The Confectionery
segment, has also performed well with a 16.8% sales contribution and a 21.4% growth. Lastly, Powdered and Liquid
Beverages have made a solid 11.1% sales contribution, achieving an impressive 18.6% growth.

Expansive Growth: Nestlé's Rural Market Penetration: In villages with populations over 2,000, coverage has grown
from 40,739 in 2020 to 107,844 by the 9-month mark in 2023. Overall, total village coverage surged from 68,578 in
2020 to 191,395 by 9M 2023. Nestlé's ambition is to reach 120,000 villages by 2024, indicating a strategic focus on
rural markets to drive future growth.

Amplifying Distribution Reach: The company has expanded its distribution touchpoints considerably from 2020 to
the 9-month mark in 2023. Wholesale hubs have grown from 3,301 to 8,013, re-distributors from 6,901 to 8,218, and
cash distributors from 685 to 835. This strategic enhancement in distribution infrastructure is crucial to Nestlé’s deeper
market penetration, ensuring their products are readily available across the diverse rural & urban landscape.

Nestlé's Strategic Mastery Over Cost and Profit Hurdles: Nestlé confronts rising costs across its commodity
spectrum, with notable increases in milk (60%), skimmed milk powder (72%), edible oils (89%), wheat (31%), green
coffee (47%), and packaging (25%). Despite these pressures, the company has successfully navigated the financial
turbulence, as evidenced by a steady Compound Annual Growth Rate (CAGR) of 10.4% in net profit from 2018 to 2022,
culminating in a significant net profit upswing to 23.4 billion INR in the first nine months of 2023. This resilience
underscores Nestlé's adept cost management and sustained profitability in a challenging economic landscape.
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Technical Outlook
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The chart for Nestle India Ltd. on a weekly timeframe shows a consistent uptrend within a rising channel pattern. There have
been notable pullbacks, represented by rectangles, followed by recoveries. Volume spikes accompany some price
movements. Overall, the trend is bullish with higher highs and higher lows over the observed period, indicating a strong
market for Nestle India shares during this time.

The Simple Moving Averages (SMA) and Exponential Moving Averages (EMA) for Nestle India Ltd are presented for various
periods. Both SMA and EMA values increase with shorter time frames, indicating an uptrend.

The Relative Strength Index (RSI) shows values of 56.18 on a daily basis and 62.61 weekly, suggesting a moderate to strong
price momentum with neither overbought nor oversold conditions indicated.

Moving Averages Days Simple Moving Average Exponential Moving Average

5 2586.8 2586.2
10 2571.8 2579.7
20 2576.7 2571.9
50 2533.2 2549.2
100 2520.8 2502.8
200 2398.1 24001.1
R12624.63 $125614.53 .
R22663.67 Pivot2603.57 S2 254347 Strength
R3 26814.73 $3 2501443 indegt2Sl
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Disclaimer: This report has been prepared by the research department of Invasset, is for information purposes only. This report is
not construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or
solicitation would be illegal. Invasset have exercised due diligence in checking the correctness and authenticity of the information
contained herein, so far as it relates to current and historical information, but do not guarantee its accuracy or completeness. This
Document may contain confidential and/or privileged material and is not for any type of circulation and any review, retransmission,
orany other useis strictly prohibited. This Document is subject to changes without prior notice.

The opinions expressed are our current opinions as of the date appearing in the material and may be subject to change from time to
time. Prospective investors are cautioned that any forward looking statement are not predictions and are subject to change without
prior notice. Recipients of this material should rely on their own investigations and take their own professional advice. Invasset 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. Invasset. 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.

Invasset and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities mentioned in
this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavour to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that
prevent us from doing so. This reportis not directed to or intended for display, downloading, printing, reproducing or for distribution
to or use by any person in any locality, state and country or other jurisdiction where such distribution, publication or use would be
contrary to the law or regulation or would subject to Invasset or any of its affiliates to any registration or licensing requirement
within such jurisdiction. Invasset may or may not hold any securities discussed in the article in its portfolios. Invasset may or may not
take decisions based on the information contained in the article while curating portfolios for its clients. Without limiting any of the
foregoing, in no event shall Invasset, any of its affiliates or any third party involved in, or related to, computing or compiling the
information have any liability for any damages of any kind.

This research has been done by the

Core Fundamental Research Team of InvAsset PMS Desk.

Anirudh Garg Harshal Dasani Bhavik Joshi
anirudhgarg@invasset.com | harshaldasani@invasset.com | bhavikjoshi@invasset.com
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