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We visited the Sinnar and Gonda plants of Foods & Inns and interacted
with the CFO, Mr. Anand Krishnan, as well as the plant head. Foods & Inns
is engaged in the business of processing and marketing fruit pulps (mainly
mango), concentrates, spray dried fruit & vegetable powders, powder of
various spices, frozen vegetables & snacks.

Demand: The demand for pulp is increasing, with new players like Reliance
entering the market. The company currently fulfills 45% of the mango pulp
requirement for Coke for Maaza.

Capacity: Major capacity expansions have been completed, setting the
current profit margins as a baseline and the company should benefit from
operating leverage.

Revenue Guidance: The target for FY26 is INR 18,000-20,000 million (which
is 2x the FY24 revenue), with a projected PAT of INR 1,000 million or more.
The breakdown includes INR 13,000-14,000 million from mango pulp, INR
2,000 million from tomato pulp, INR 1,000 million from guava pulp, INR
1,500-2,000 million from frozen food, INR 1,000 million from Kusum spices,
and INR 500 million from spray-dried powder.

Capital Infusion: The recent capital infusion of INR 1,000 million working
capital debt will improve the working capital situation, which will lead to
better credit ratings, reduced interest costs, and the ability to negotiate
better advances with customers which will improve the overall inventory
situation what has been shot for FY24.

EBITDA margins: Overall EBITDA margins are likely to improve from current
levels. EBITDA margins are projected to be 12-15% for the Kusum spices
business (35% Gross Margin) and 25% for the spray drying business.

Tetra Recart: The company has recently ventured into the Tetra Recart
business with a recent capacity expansion of INR 300 million, which has a
revenue potential of INR 900 million, with a gross margin of 15%. This can
scale up to 40% gross margin in the next 2-3 years.

Tomato Pulp: The company is adding a tomato processing line at its Nashik
plant, a prime region for tomato pulp production. Additionally, they have
begun exporting tomatoes to Spain and Sri Lanka.

Banana Pulp: Tensions between Russia and Ecuador have opened up an
opportunity for India in the banana pulp market, which is expected to
materialize by FY25-26.

Debt Equity: The long-term target for the debt-to-equity ratio is 2:1, with the
majority of the debt being working capital debt.

Outlook and Valuation: The company has completed majority of capacity
expansion and we believe that the company can reach a revenue of INR
18,000-20,000 million in FY26. The revenue of mango pulp can reach to INR
14,000-15,000 million from the current revenue of INR 8,000 million. The
frozen food segment is witnessing good demand globally and the company
can generate a revenue of INR 2,000 million by FY26 from the current
revenue of INR 460 million. The company is trading at 0.87x Sales FY24 and
24x P/E FY24 which is a very attractive valuation.
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Q1FY25 guidance: We anticipate a minimum volume growth of 20% in pulp
business in Q1FY25- on the base of FY23.

Working capital and Margin improvement: The company is also changing
their strategy away from just-in time- procurement of fruit to avoid the
seasonality that comes with it. This will lead to a gradual improvement in
margins and inventory values.

Capacity Utilization: It crosses 100% when fruit is in season (the excess is
outsourced for the 3-4 months). It is low for the remaining 8 months, which
the company is attempting to fill with other products like tomato, guava, and
banana.

Tomato export: The company is working to improve color and lycopene
values of tomatoes to make them more desirable to export partners and
domestic conglomerates like HUL.

Tetra Recart opportunity: Buyers in major markets like Europe and Canada
are moving away from canned good and toward Tetra Recart technology
which opens a huge opportunity in the HoReCa segment for Foods & Inns.

Kusum Spice expansion: The company expanded Kusum Spices into the
North and West in FY24.

Debtor days for Q4FY24 were elevated due to a bulk of sales being done in
March.

The poor FCF and OCF generation for the year was due to fruit procurement
prices peaking.

The gross margin of mango and tomato pulp is the same.

INR Mn FY21 FY22 FY23 FY24
Revenue 3,708 6,322 9,956 10,201
YoY -5% 70% 57% 2%
EBITDA Margin 6.41% 8.25% 9.85% 11.79%
PAT 39 153 474 367
EPS (INR) 0.78 3.04 9.31 6.46
ROE 2.15% 7.77% 18.90% 9.21%
ROCE 6.64% 11.61% 18.72% 15.13%
D/E (x) 0.90 1.13 1.36 1.18
P/E (x) 69.63 27.54 12.72 20.16
P/B (x) 1.50 2.14 2.40 1.86

Source: Company Filings, Arihant Research
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Sorting of fresh mangoes on arrival

Cutting of mangoes by skilled

Packaging of Samosa (frozen food) Packaging of Kathi roll layer
workforce

(frozen food)
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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