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Ladies and gen11emen, good day and we1come1o CC1_ Rrodncrs 1ndia Limired Q2 Fy2019

Earnings Cmference Call hasten by Nmnal Bang Equities As a reminder» all partlmpants’

1ines wi11 be in me listenrcmly mode and mere wi11 be an opporrnniry for you 1o ask

onesrions afler me presenrarion conc1ndes snon1d you need assisrance dnring me

:anerence ca11p1ease sigrra1 an operaior by pressing
W and men “0‘ on yonr1onch1one

1e1epnone Please nore mar mis conference is being recorded 1 now hand me canference

oyer 1o Mr Abhishek Naya1gnnd from Ninna1 Bang Eoniries Thank you and over 1o you

Sir‘

Good aflemuun eyeryone On behalfuf Ninna1 Bang 1ns1i1n1iona1 Eoniries 1 we1come you

an on mis Q2 Fy2019 earnings ca11 quCL Rrodncrs 1ndia Limired so from managemenr

side, we have wim us Mr Cnana Srisnam, me Managing Director, Mr v Lakshmi

Narayana, me CFO uflhe Company, Ms Srideyi, Company Secrerary and Mr P s Rao,

Consn11an1 Company Secrerary of me company so we wi11 being me can wirn me opening

remarks on me managemenr and men wi11 open me floor for Q04 so over 1o you Sir

Thank you for me inrrodncrion The group has achieved rurnoyer of Rs 292 11 Crores for

me second onarrer of 201872019 as compared 1o Rs 29s 53 Crores for me corresponding

quaneruflhe previous year and me nerprom is Rs 47 18 Crores as againsr Rs 33 42 Crores

The EBITDA is Rs 77 62 Cmres and the profit before tax is Rs 65 59 Cmres For the half:

year ended 201872019, me group has achieved a rumoyer of Rs 586 89 Crores as againsr

Rs 545 94 Crores for me corresponding period of financial year 201772018 and ner prom is

Rs as 54 Crores as againsr Rs 50 4s Crores

During mis onarrer, me company has ekecnred some more promap1e conrracrs from

viernam, which has a1so conrripnred, significanuy 1o me porrom1ine Regarding me 512

p1an1, we have commenced 1ria1prodnc1ion in mis Q3 and we are app1ying for me necessary

permissions for me cerrificarion by me end of mis onarrer and by Q4 we are ekcepring 1o

receiye a111nenecessary c1ien1 approya1 as we11 as cerrificarions and we arerargering 1o srarr

commercia1prodnc1ion from April 1, 2019

in 1ign1onne apoye, we are a1so reyising guidance for mis year from ear1ier 10% 1o 20%

porrom1ine where increasing i1 1o 15%1o 20% porrom1ine, 1op1ine has s1i11 expecred 1o be in

me rangeuf 5% 1o 10% Thar 5 i1 we can go oyer 1o me onesrions

Thank you yery much Sir We wi11 now begin me onesrion and answer session The firsr

ones rion is from 1ne1ineo€1ignesn Ramani from GMO Group Please go ahead
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iusr so have a view on he voiume growrh borh in india and viernam i rhink in india we

were running aimosr full capaciry despire ufuur EBITDA grew by around 20% so voiume

growrh was very heairhy urproducliun was far superiorv

Acruaiiy in india, we were aperaling as full capaciry bur yes, we srarred doing a iime bir

more of smaii pack orders in rhis year, which is aiso conhiburing ro furrher vaiue addirion

so here is aiso a iime bilufmargin expansion has we are seeing because uflhal Nexlyear

onwards we are aiso pianning for anew packaging faciiiry and we are going for more vaiue

addirion predominanriy roday we are seiiing mosriy buik coffee rhar is he maroriry ufuur

business, bur we are moving more in more so smaii packs and his makes rhe business aiso

more sricky because we are suppiying ro supen‘narkels and brand owners in rhar brand

name

Same ciieru is shifled so more or you can say smaii pack order or we are gening new ciienr

which lead {a better”

We are geuing new ciierus in some business rhar we are rrying so get for a coupie ufyears

has has hansiared inro orders now and some ufuurexisling cusromers are aiso buying some

more addirionai smaii packs from us

Undersrood so rhar can do promabiiiry more susrainabiev

Yes that is Correct

How is the volume growih in viehramv

Viehram we are on track n is almost about 15% or so was the volume growih that we have

seen

Okay and Just on the new freezerdried unit based on the interaction with the client what

kind ufulilisaliun we can achieve in he nekr yearv

Nekr year we are rargering around 50% uriiizarion

wirh whar abour rhe margin we used so reporr in pass on he baseiine or {here is diiurion is

{he marginv

No he same simiiar margin

Thanks alul
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Thank yeu The nekr quesrien is frem rhe line ef Nirin Gesar frem lnyesce Murual Fund

Please ge ahead

Cengrars en a geed ser ufnumbers The guidance en rhe underlying cemmercial ecenemics

uflhe business ceuple ufquaners back we were srruggling re see prefirabiliry visVérvis wirh

rhe expecrarien rhar we had ser, rhis year rhe firsr half we have seen rhe prefirabiliry has

sharply inpreyed versus rhe expectation l was rrying re undersrand is ir rhe underlying

business for freeze, which has impreyed wherein we had seme cencenr rhar glebally mere

capaciries are ceming and which weuld be ekerring seme bir ufpmfilabilily pressurev

l undersreed rhe euesrien If yeu ge re rhe earlier rranscriprs alse ene of rhe rhing is lasr

year and rhe year before rhar we were focusing mainly en rhe yelume grewrh and especially

in rhe lasr financial year, we were focusing mainly en rhe yelume grewrh and we were

adding new cusremers as well and rhar was suppesed re be rhe faundalicm fur gerring new

cusremers en beard and reday new we are realizing rhar whareyer srraregic decisien we

have raken lasr year we are reaping rhe benefirs from rhis year enwards Seme of rhese

cusremers whem we supplied in bulk lasr year, rhey have esrablished us as a censisrenr

supplier and rhey have srarred giving erders for small packs as well, which is alse ene of rhe

reasens why we are seeing grewrh rhis year enwards

On rhis same is rhere a way re undersrand hew much percenrage of businesses righr new

srill in bulk and hew much is in small packsv

Areund 70% will be rhe bulk business in lndia and abeur 30% efrhe lndia business is righr

new in small packs viernam almesreyeryrhing is in bulk

There is high degree of prefirabiliry, which can be expected if mere clienrs ger skewed

rewards rhe smaller packsv

Thai is Correct

Fer rhem re shifl small packs whar is rhe advanrage rhey gerv

Fer rhem rhey are buying from enly ene single persen Earlier rhey used re buy from

resellers, we used re supply re resellers in differenr geegraphies, rhey used re pack rhe

preducr ar rheir margin and rhen supply By buying direcrly from us rhey are gerring an

advanrage of buying direcrly from rhe manufacrurer se depending en rhe yelumes rhar rhey

are buying rhey will ger rhe price adyanrage alse, as eppesed re buying from many of rhe

resellers er rhird parries
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One lasrauesrien en freezerdried faciliry, which is ceming up farcummarcialisaliun ln pasr

wheneyer rhe new fac ry used re ceme up, we used re see a Jump in yelume, bur a dip in

margins er rhe premabiliry Sheuld we ekpeer a similar kind ufuulcume for rhe nekr rwe

years when lhefacilily will be ayailablev

Ner really Ner a significanr dip in margins er anyrhing like rhar Ifyuu leek ar viernam

alse when we srarred umi ng rhe planr inirially we had less rhan 50% urilizarien because

we had inheduced Spray Dried Coffee in viernam where rhere was already a ler of

cenperirien New in lndia we are selling up Freeze Drying plan where rhedemand is much

mere and Freeze Dried is a significanrly mere premium preducr and we are inrreducing

preduers, which are in Freeze Dried caregeries, rhere are several subearegeries of mere

premium preducrs rhar we are inrreducing Se rhe main purpese of selling up rhis planr alse

was re expand eur offerings in Freeze Dried, ner Just rhe plain yanilla rype Bulk Freeze

Dried rhar we used re manufacrure, bur new we can de a wider range ufpruducls as well,

which is ene of lhe reasens why we are quire cenfidenr rhar we can mainrain rhe same

margins

Ger ir Sir Thank yeu

Thank yeu The nekr auesrien is fram rhe line of Renak Menaria from Edelweiss Asser

Managemenl Please ge ahead

Geed aflermun Cengrarularieus en a geed ser of numbers Sir, if yeu ceuld rhrew seme

lighren eur rerail demesric eperariensv Whar has been rhe reyenue rhisauarrerv

Fer rhe firsr half new, i we have dene abeur Rs 40 Creres as reyenue from rhe demesric

marker Lasr menrh we have launched Malgudi and THls brand for a 3 IN l premix, we

have srarred placing rhe preducrs in rhe marker and enline Our preyeerien for rhis year is

abeur Rs 100 Creres and rhis Q3 and Q4 will give us a clearer picrure as re rhe respeuse of

lhe preduers in rhe marker Currenr preyeeriens are ar Rs 100 Creres, se we will knew

rewards rhe end qu4 whar we are really able re achieve eurenhis

Duluf lhis Rs 40 Creres like reughly 50% weuld be direclly lhe 32C and balance weuld be

{a 323”

Yes lhal is cerrecl

Sir, are we haying any plans for any furrher expansion en viehram side in rhe nekr ene year

er lwev
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viehram we are daing a lillle bilufline balancing la enhance lhe capacily becaase lhis year

we will be reaching lhal aplimal alilizalian in viehram, sa we need same addilianal

capacily ayer lhere, sa wilh lhe minimam amaanl of inyeshnenls we can da same line

balancing and increase lhe capacily la araand addilianal 3500 lannes by nekl year

Okay sa lhal waald be ready by lhe end ale2020 yaa are sayingv

Yes

And raaghly haw mach waald ilcasl for “5'7

Araand $8 millian is whal we are prarecling an lhe higher side

Thank yaa and all lhe besl Sir

Thank yaa The nekldaeslian is fram lhe line afRahal Ranade fram Galdman Sachs Assel

Managemenl Please ga ahead

Thanks for lhe apparlanily IJusl wanled la andersland lhis praparlian of balk yersas small

pack whal was lhis say ayear aga in lhe lndia basinessv

A year aga, l will say may be araand belween 20% and 25% in lndiawas in small packs

Which has maved ap la 30% lhenv

Ves. araand 30% and naw wilh lhe dameslic markel valames alsa increasing, bal likely la

ga ap eyen larlher gaing forward

lasl lunklng al same hlslarlcal dala {ram lhe campany’s quarlerlyc lhe lasl lwa years

aclaally saw yery significanl spike ap in lhe EBITDA margins daring lhe December

aaarler, which has kind of happened in lhe Seplember aaarler lhis lime araand, sa l yasl

wanled la andersland whelher lhere is any seasanalily inward lhal we shaald kind ufknuw

aw

Aclaally forum lype ufbusiness yaa haye la leak al il an ayearrmryear basis anly becaase

caslamer samelimes lhey may wanl la place arders in ane parlicalar aaarler as appased la

analher aaarler, sa in Q2 lhis lime we have aclaally ekecaled same mare prafilable

canlracls lhal we waald haye alherwise ekecaled in Q3 ar Q4 Thal is ane of lhe main

reasans why we have seen a sabslanlial hike lhis year
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Sure, se ir mignr kind of ger prepened mereprefirabie erdersv

yes, se wnareyer guidance rnar we are giving, weieek ar iren an annuaiized basis and since

we have mere er iess geed yisibiiiry fur rue wneie year, we are abie re giye mere er iess

accurare guidance

Thank yeu

Thank yeu The nekr duesrien is from rue iine of Akhil Parekh from Elara Capirai Please ge

ahead

My euesrien is en rue raw mareriai from We are seeing rue coffee prices are nirring an rime

iew rignr new, se new much rue inpreyemenr in margin is because of rue smaii packs of

rue change in rue preducr mix yersus rue deci ining rrend is rue raw mareri ai pricesv

Akhil as yeu knew eur business medei irseif is such rnar the green coffee prices reaiiy de

ner impacr us because we have aiready seid coffee before hand We are ceyered en a back

{arback basis, se wberner rue prices ge up er dewn, ir reaiiy dees nermake ree much of an

impacr, wnere ir dees make an impacr is wirn rnar percenrage appears re increase because

rue runreyer is ceming dewn Tnar is {he eniy impacr

wnar yeu are saying is basicaiiy rue reaiizariens, rue flamsh repiine mignr be because of rue

deciine in rue reaiizarienv

yes, rnere is aimesr 20% deciine in green coffee prices cempared re iasr year, in spire of

rnar deciine we have managed re mainrain mere er iess rue simiiar rurneyer, which cieariy

snews rnar we have dene mere rnan 20% addirienai yeiume grewrn aise rnis year fur rue

firsr six menrns

Se direcrienaiiy rue EBITDA per renne weuid have impreyed, rignr rnar is wnar i am

assumingv

‘16:

On y,u,y basis”

Yes ir has
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My second question is on the utilization level for first half at lndia and Vietnam so should

we able to continue with 95% in lndia, around 75% to 80% in Vietnam by the end of the

calendar yearv

Between 90% and 95% l am factoring shut down period for maintenance and everything,

90% to 95% is what we are doing in lndia, and we are going to continue with the same

thing, Viehram we are seeing an increase in utilization around 75% to 80% as what we are

targeting this year

The maintenance shutdown you are saying it is going to happen in the second halfv

The maintenance shutdown has already conpleted in the first half itself

Okay How many days it wasv

Ahout20 days

My question is on the priyate label side So we have seen some TV commercial in the south

right, so are we planning anything on ad spend in Hindi mediumv

Actually we are l think not in Hindi medium We are now doing in the south only in the

four states Tamil Nadu, Kamataka Telangana and AP in Tamil, Kannada and Telugu ,
three

languages that we are doing the ads, we are targeting only the southeni states because this is

where we are selling Malgudi Filter Coffee North lndia the filter coffee itself is negligible,

so we are not targeting that market if we start targeting that market our ad spent amount

also will increase substantially, which did make sense at this point in time

Got it So we should not ekpect Malgudi in Deman, Big Bazaar in Mumbai mayhev

That l am not too sure because most of the biggest chains they are asking us to keep the

product there, and our ufflake in the Demans and all is actually quite good, the response has

been so good, they are asking us to do the priyate label as well

Just last question, in terms of expense last time we have maintained at whatever we are

going to earn from Continental Coffee private Limited is going to go in the ad spent, ad in

promotion plus 10 Crores from the CCl. right, do we stay with the guidancev

Right We are 100% on track for that There is no change
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Serry ene mere duesiien if i can squeeze in, in ierms ufmargin ebyieusiy mere has been a

sharp impreyemeni for firsi half new aimesi 24% of the margins were uiuing yersus 21%

iasi year, se any ceieur en the margin guidance Sirv

Ne, se frankly, {his is eniy ii appears {a have increased Our per kg reaiizaiien is still the

same n is eniy because of the raw maieriai prices ceming dewn en a perceniage basis is

appears that we are geuing a highermargin Se {his as yeu knew when coffee green prices

ge up men {his margin perceniage as such will aise ceme dewn

Thank yeu se much for answering my duesiiens

Thank yeu The neki queslicm is a followup from {he iine of Niki" Gesar from inyesce

Muiuai Fund Please ge ahead

My followup duesiien is en the smaii pack iine, i guess in yeur siariing cammemary yeu

made a nuke en the packaging iines, which we were geing {a pui en addiiienai, ceuid yeu

niguiigui bew much is {he capek, which will be inyeiyed en mere and new is will change

{he reyenue preme er the earnings pmfi le'7

yes, we are seuing up an aggiemeraiien and packing unii by neki financial year, {he

inyessmeni is apprekimaieiy areund mmiiiien

Okay This is in indiav

in india This is euiside {he SEZ in Sullurpel The SE is 30 acres of iand We aiready

purcuased seme addiiienai iand aise four years age, se in max baiance periien we are seuing

up {his unii

Serry iei me pui ii in {his way se wuaieyer reyenue er the euapui iuai we generaie eui of

cuiueer piani, we will push ii inreugu the new unii for agglumaralicm and packaging and

may garner mere yaiueadded preduci sen for max faciiiiyv

The SE plant is a separaie unit that is catering to me expen market The unit that we are

prepesing {a sex up is a DTA unii because cf the increased yeiume in {he demesiic market

mainiy New me numberuf SKU: that we have inireduced in {he demesiic market aise has

increased subsianiiaiiy apari from this, even eur ekperi erders for smaii pans have been

increasing, se keeping ibese {we requiremerus in mind, we are seuing up a DTA unii

outside me SE unit
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This 512 millien capex rhar we are geing re de, rhis will be able re suffice whar kind ef

euanriry rhar yeu preduce in lndia like say 20000 renne is rhe capaciryv

Whar we are geing re de is we are serring up an agglemerarien capaciry of abeur 5000

rennes and rhe packing capaciry alse will be similar areund berween 3000 and 5000 rennes

is rhe packing capabiliry rhar we are geing re serup, se rhere is ne addirienal preducr rhar

will ceme, bur we see yalue addirien rhar cemes in because of rhis inyesrmenr lr will be

mere er less fully auremared packing line

Okay and whar weuld be rhe incremenral realizarierr rhar we sheuld be expecring for rhisv

There sheuld be an incremenral realizarien maybe areund addirierrally maybe 5% mere ar

leasr we sheuld ger becauseuf rhe small packs

Okay and for addirierral 2% er 3% expense is rhar rhe wayv

yes, semerhing like rhar

Lasr euesrien is wirh regard re [NR depreciarien, new rhe exisring numbers rhar we are

seeing, are we haying any kind of [NR depreciarien benefirs in rerms of berrer realizarien

and berrerprefirabiliryv

One because we are buying eur raw marerial in dellars and we are selling eur finished

preducr in dellar, rhere is a narural hedge, for ar leasr 70% of eur preducr cesr is raw

marerial, because rhere is a narural hedge eyer here, auremarically, enly in rhe balance 30%

where we are deing rhe cenyersien aspecr eyer rhere, rhere will be a marginal benefir rhar

we are gerring

Ger ir Serry l have ene mere euesrien Glebally aceuple ufquaners back when we used re

discuss rhere used re be a werry abeur rhe incremenral capaciries, which are ceming up en

Sprayed Dried where we are purring up pressure en rhe realizarien, as rhar scenarie

changed, mederared er has wersened any kind of updare en rharv

Addirienal capaciries were always rhere There was mere rhan 50% excess capaciry in rhe

pasr and eyen new rhar is rhe same siruarierr There are new capaciries censranrl y ceming en

bread as well, bur ene rhing whareyen rhe peeple whe are building new capaciries realizing

is rhar rusr haying a preducrien faciliry is ner sufficienr re generare sales When yeu are

werking wirh coffee brands, rhere is a ler of RKLDS rhar required, rhere is a ler ufpmducl

deyelepmenr rhar is required all rhis is quire expensive and rime censuming, en rep of all
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rhis, yeu need rhe righr parhrers and mulriple geegraphies whe can help inrreeuce yeur

preeucr in rhese markers, whar we have in areal mere rhan 20 years age, rhe relarienships

rhar we have builr mere rhan 20 years age, we have been able re ger censisrenr repear

business because of rhar Se whareyer we ee like eyen lasr year whar we had eene was in

lighr of rhe acleirienal cernperirien and all we were rrying re be mere aggressive in rhe

marker and we were successful in adding mere yelurne re eur business New we are able re

rake rhar relarienship re rhe nekr leyel as well Se rhis is an engeing precess rhar is geing re

be rhere and geing forward alse we are ner ekpecring rhe cernperirien re reduce We have

mulriple aeyanrages because uflhe planr being 20 years ele and we alse haye ler ufpruducl

eeyeleprnenr rhar we have eene, we have ecenernies of sale, se rhere are mulriple

aeyanrages rhar we have, rhar is enabling us re be cernpeririye Geing forward alse because

we are censranrly expanding eur capaciries, we ee ner see any preblern in selling mere

yelurnes in rhe furure as well

perfecr Thank yeu Sir

Thank yeu The nexlquesliun is from rhe line efAnkir Jain from Mirae Asser Managemenr

Please ge ahead

Veu have menriened rhar India business yelume grewrh has been ar areund 20% rhis

euarrerv

lneia, mere rhan rhar acrually because lasr year we have eene abeur 45 Creres in rhe whele

year. rhis year in rhe firsr sik menrhs we have done abeur 40 Creres

Ne 1 am ner ralking abeur censumer business, 1 am ralking abeur 323 business fer rhe

sranealene enriry for which rhe revenues are flar, se rhere rhe yelurne grewrh is areune

zoo/av

Ne, rhe yelurne grewrh is ner 20% l rhink in rhe range ufmaybe 10% er se

Secenely rhar if! leek inre i mean in yeur balance sheer rhe enrire increase perrains re

cww/capiral workrinrpmgress is rewares rhe FreezerDried capaciryv

yes, rharcapiral workrlnrpmgress is rewares rhe FreezerDried

Okay, se as en Seprernberene, does rheenrire arneunr has been spenr perrains re rharplanrv

Iwilljusl ask eurCFo re answer rhis
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