05 August 2026 | Company Update

Nestle India

Backing strong brand portfolio aids growth

We maintain ADD with a revised Jun-27 target price of INR1,650 (vs. INR1,600
earlier), based on 66x forward P/E, in line with its five-year average forward P/E.
Under the new leadership, the company has significantly accelerated execution,
demonstrating agility in responding to evolving consumer preferences. Favourable
macroeconomic and regulatory tailwinds have further supported its strategy of
driving penetration-led, volume-driven profitable growth. We believe this
improvement in execution is structural and should support sustained operating
performance. However, from Q3 onward, growth is likely to moderate due to a high
base. Management remains focused on delivering secular growth, backed by
confidence in its virtuous growth flywheel. The company also aims to protect
margins around historical levels while continuing to drive healthy growth.
Although the stronger execution is largely reflected in current valuations, we
believe any sustained operational outperformance could still provide further
upside to earnings and returns.

® Leveraging brand equity and execution excellence to accelerate growth:
Addressing the sharp acceleration in recent growth, management attributed the
improvement to its strong brand portfolio, supported by sustained investments
in brands and capacity expansion. The company also highlighted strong execution
by its teams, evidenced by the absence of any disruption during the GST transition
in Q3 and Q4, making it the only CPG company to deliver steady improvement
through the period. In Q-com, with access to nearly 6,000 dark stores across India
operating with roughly two days of inventory, it has demonstrated strong agility
in maintaining high fill rates during peak demand, supporting faster revenue
growth in the channel.

®  Brand penetration and premiumization to sustain growth: Management remains
confident of sustaining growth despite a larger base, with continued expansion in
monthly household penetration of its brands and category development expected
to drive long-term growth. In Milk Products & Nutrition, it is broadening its
portfolio with nutritious offerings, including zero-added-sugar variants. Coffee
continues to deliver strong growth by attracting tea consumers. In Maggi, the
Double Masala variant remains a key growth driver, while the company is
leveraging quick commerce to test regional innovations. In Confectionery, growth
is being supported by distribution expansion, product innovation and enhanced
Visi cooler capabilities. Nestlé India is also leveraging technology to monitor
product freshness in rural markets, where its presence remains relatively lower
than peers, ensuring products are fresh and stored under optimal conditions to
strengthen consumer experience and support future penetration.

®  Better earnings support valuations; maintain ADD: As highlighted in our sector
initiation report Building Newer Moat Crucial for Valuations, Nestlé remains one
of the few traditional FMCG players that has successfully sustained its premium
valuations. We believe the recent step-up in execution is now largely embedded
in the stock’s valuation (trading at 63.2x FY28E P/E and 54.7x FY29E). However,
any sustained outperformance in financial metrics could still provide scope for
incremental returns.

Financial Summary (consolidated)

YE March (INR mn) FY24 FY25 FY26 FY27E FY28E FY29E
Revenue 243,939 202,016 231,546 265,070 293,559 325,338
EBITDA 58,490 47,737 53,061 62,680 71,242 80,954
APAT 39,513 31,030 33,744 40,401 46,347 53,536
Adjusted EPS (INR) 20.5 16.1 17.5 21.0 24.0 27.8
P/E (x) 74.2 94.5 86.9 72.5 63.2 54.7
EV / EBITDA (x) 50.0 61.5 55.0 46.4 40.6 35.6
ROE (%) 109.0 83.2 71.6 72.2 72.8 73.3
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Exhibit 1: Nestle India’s one year forward P/E
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Source: Bloomberg, Company, HSIE Research
Exhibit 2: Change in estimates
New estimates Old estimates Changes to estimate
(INR mn) FY27E FY28E FY29E FY27E FY28E FY29E FY27E FY28E FY29E
Revenue 265,070 293,559 325,338 257,947 286,391 317,101 3% 3% 3%
growth (%) 14.4% 10.8% 10.8% 11.8% 11.0% 10.7%
EBITDA 62,680 71,242 80,954 58,915 69,415 78,425 6% 3% 3%
growth (%) 18.1% 13.7% 13.6% 11.0% 17.8% 13.0%
EBITDA margin (%) 23.6% 24.3% 24.9% 22.8% 24.1% 24.6%
Adj. PAT 40,401 46,347 53,536 37,622 45,053 51,737 7% 3% 3%
growth (%) 19.7% 14.7% 15.5% 11.5% 19.8% 14.8%
Adj. EPS (INR/Share) 21.0 24.0 27.8 19.5 23.4 26.8 7% 3% 3%
Source: HSIE Research
Exhibit 3: HSIE estimates vs Consensus estimates
(INR mn) HSIE estimates Consensus estimates HSIE vs Consensus estimates
FY27E FY28E FY29E FY27E FY28E FY29E FY27E FY28E FY29E
Revenue 265,070 293,559 325,338 261,554 291,294 321,370 1% 1% 1%
growth (%) 14.4% 10.8% 10.8% 12.9% 11.4% 10.3%
EBITDA 62,680 71,242 80,954 61,466 70,264 78,477 2% 1% 3%
growth (%) 18.1% 13.7% 13.6% 15.8% 14.3% 11.7%
EBITDA margin (%) 23.6% 24.3% 24.9% 23.5% 24.1% 24.4%
Adj. PAT 40,401 46,347 53,536 39,644 45,768 51,336 2% 1% 4%
growth (%) 19.7% 14.7% 15.5% 17.5% 15.4% 12.2%
Adj. EPS (INR/Share) 21.0 24.0 27.8 20.4 23.7 26.8 3% 2% 4%
Source: Bloomberg, HSIE Research
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Exhibit 4: Key assumptions
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YEARS

cy22» FY24 FY25 FY26 FY27E FY28E FY29E
Income statement
Net sales growth 14.7% 15.7% 34%  149%  144% 108%  10.8%
Volume growth 5.6% 27%  (05%  107%  11.3% 7.7% 7.7%
Gross margin 54.1% 56.1% 56.7%  55.3%  56.0%  56.0%  56.0%
Royalty 4.9% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9%
Advertisement 41% 5.3% 4.8% 5.3% 5.8% 6.0% 6.0%
EBITDA margin 222%  24.0%  23.6%  229%  23.6%  243%  24.9%
Tax rate 262%  255%  273% @ 262% @ 262% @ 262% 262%
Adj. PAT growth 51%  304% (1.8)% 87%  197%  147%  155%
Adj. EPS (INR/share) 12.6 20.5 16.1 17.5 21.0 24.0 27.8
DPS (INR/share) 11.0 16.1 13.5 12.0 18.0 19.0 23.0
Dividend payout 88% 79% 84% 69% 86% 79% 83%
Balance Sheet
ROE 106.7%  109.0%  832%  71.6%  722%  728%  73.3%
ROCE 145.6%  145.0% 102.7%  90.3%  97.9%  99.0%  99.0%
Inventory days 42 39 51 41 40 38 38
Receivable days 4 6 7 5 5 5 5
Payable days 42 42 43 47 42 42 42
Source: Company, HSIE Research
“Nestlé India changed its financial reporting period from CY to FY starting FY24.
Exhibit 5: Quarterly growth trend and segment performance
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Income Statement (Standalone)

YE March (INR mn) cY21 CcY22 FY24 FY25 FY26 FY27E FY28E FY29E
Net Revenues 147,004 168970 243939 202,016 231,546 265070 293559 325338
Growth (%) 14.9 15.5 35 14.6 145 10.7 10.8
Material Expenses 63,189 77499 107,086 87,498 103,413 116710 129270 143,282
Employee Expense 15,213 16,355 23,361 20,237 21,658 22,958 24,565 26,284
Other Expenses 33,016 37,534 55,002 46,543 53,414 62,723 68,483 74,818
EBITDA 35,676 37,583 58,490 47,737 53,061 62,680 71,242 80,954
EBITDA Growth (%) 53 245 2.0 11.2 18.1 13.7 13.6
EBITDA Margin (%) 243 22 24.0 236 229 236 243 249
Depreciation 3,902 4,030 5,378 5,399 6,992 7,680 7,980 8,336
EBIT 31,774 33,553 53,113 42,338 46,068 55,000 63,262 72,618
Other Income (Including EO Items) 1,201 1,010 1,480 589 404 1,073 914 1,295
Interest 2,012 1,546 1,455 1,360 1,583 1,350 1,400 1,400
PBT before extraordinary items 30,963 33,017 53,137 41,567 44,889 54,722 62,776 72,513
Extraordinary items (2,126) (457) (249) 2,908 2,305 - - -
Total Tax 7,389 8,655 13,560 11,330 11,748 14,321 16,429 18,977
RPAT after MI 21,449 23,905 39,328 33,145 35,446 40,401 46,347 53,536
Adjusted PAT 23,067 24,243 39,513 31,030 33,744 40,401 46,347 53,536
APAT Growth (%) 5.1 304 (1.8) 87 19.7 14.7 15.5
EPS 12.0 12.6 205 16.1 17.5 21.0 24.0 27.8
EPS Growth (%) 5.1 304 (1.8) 8.8 19.7 14.7 15.5

Source: Company, HSIE Research

Balance Sheet (Standalone)

YE March (INR mn) CY21 CY22 FY24 FY25 FY26 FY27E FY28E FY29E
SOURCES OF FUNDS

Share Capital - Equity 964 964 964 964 1,928 1,928 1,928 1,928
Other Equity 19,881 23,628 32,445 40,207 51,164 56,856 66,565 75,750
Total Shareholders Funds 20,845 24,592 33,409 41,172 53,092 58,784 68,494 77,679
Total Debt 341 300 311 7,533 244 292 292 300
TOTAL CAPITAL EMPLOYED 21,185 24,892 33,720 48,705 53,337 59,076 68,785 77,979
APPLICATION OF FUNDS

Tangible Assets 29,940 30,437 34,603 54,736 62,904 58,852 55,449 52,259
CWIP 2,462 3,584 17,417 11,726 5,070 5,442 6,865 7,719
Other Non-Current Assets 7,107 5,602 4,239 7,056 7,056 7,056 7,056 7,056
Total Non-current Assets 39,509 39,623 56,259 73,518 75,030 71,350 69,370 67,034
Current Investments 633 2,174 400 - - 10,000 20,000 40,000
Inventories 15,802 19,288 20,894 28,501 25,692 28,937 30,448 33,749
Debtors 1,653 1,919 3,005 3,632 3,295 3,617 4,006 4,441
Cash & Equivalents 7,354 9,456 7,789 957 13,409 11,428 16,189 7,841
Other Current Assets 16,890 17,073 16,886 16,632 16,146 17,263 18,342 19,502
Total Current Assets 42,332 49,909 48,972 49,721 58,542 71,245 88,986 105,533
Creditors 17,349 19,338 22,379 23,735 29,667 30,377 33,646 37,292
Other Current Liabilities & Provns 43,565 45,557 49,131 50,263 49,703 52,278 55,060 56,431
Total Current Liabilities 60,914 64,895 71,510 73,998 79,370 82,654 88,706 93,723
Net Current Assets (18,582) (14,987) (22,538) (24,277) (20,828) (11,409) 280 11,810
Misc Expenditures 258 256 - (536) (865) (865) (865) (865)
TOTAL APPLICATION OF FUNDS 21,185 24,892 33,720 48,705 53,337 59,076 68,785 77,979

Source: Company, HSIE Research
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Cash Flow (Standalone)

YE March (INR mn) CY21 CY22 FY24 FY25 FY26 FY27E FY28E FY29E
Reported PBT 28,838 32,560 52,889 44,475 46,097 54,722 62,776 72,513
Depreciation 3,902 4,030 5,378 5,399 6,992 7,680 7,980 8,336
Working Capital Change (1,522) (302) (2,489) (7,112) 7,930 (2,135) 3,071 123
Tax Paid (7,286) (8412)  (12,988)  (10,244)  (10,713)  (14321)  (16429)  (18,977)
Interest/Dividend received (1,204) (829) (1,320) (238) 141 277 486 105
Other items 26 327 277 (2,917) 29 - - -
Extraordinary items (40) - - - - - - -
OPERATING CASH FLOW (a) 22,714 27,374 41,748 29,364 50,476 46,223 57,884 62,100
Capex (7,308) (6,478) (18,783) (20,044) (8,263) (4,000) (6,000) (6,000)
Free Cash Flow (FCF) 15,406 20,897 22,965 9,320 42,213 42,223 51,884 56,100
Others (5,564) 2,432 6,717 2,330 2,034 (8,927) (9,086) (18,705)
INVESTING CASH FLOW (b)) (12,872) (4,046)  (12,066)  (17,714) (6,229)  (12,927)  (15086)  (24,705)
Debt Issuance/(Repaid) (779) - (1,000) 6,495 (8,121) 47 - 9
Interest Expenses (90) (181) (260) (337) (502) (1,350) (1,400) (1,400)
FCFE 14,716 21,078 22,225 16,152 34,594 43,620 53,284 57,508
Dividend (19,283)  (20,980)  (30,082)  (24,586)  (23,140)  (34,709)  (36,638)  (44,351)
Others (34) (67) (8) (53) (32) 736 - -
FINANCING CASH FLOW (¢ ) (20,186)  (21,227)  (31,349)  (18481)  (31,795)  (35276)  (38,038)  (45,742)
NET CASH FLOW (atb+c) (10,345) 2,101 (1,667) (6,832) 12,452 (1,981) 4,761 (8,347)
Add: Beginning balance 17,699 7,354 9,456 7,789 957 13,409 11,428 16,189
Closing Cash & Equivalents 7,354 9,456 7,789 957 13,409 11,428 16,189 7,841

Source: Company, HSIE Research

Key Ratios

CY21 CY22 FY24 FY25 FY26 FY27E FY28E FY29E
PROFITABILITY (%)
GPM 57.0 54.1 56.1 56.7 55.3 56.0 56.0 56.0
EBITDA Margin (%) 243 22.2 24.0 23.6 229 23.6 24.3 249
EBIT Margin 21.6 19.9 21.8 21.0 19.9 20.7 21.5 22.3
PBT Margin 21.0 19.5 21.8 20.6 194 20.6 21.4 22.3
APAT Margin 15.7 14.3 16.2 15.4 14.6 15.2 15.8 16.5
RoE 110.7 106.7 109.0 83.2 71.6 722 72.8 73.3
RolIC (or Core RoCE) 183.3 187.1 163.1 84.1 77.6 104.7 133.0 170.9
RoCE 150.0 145.6 145.0 102.7 90.3 97.9 99.0 99.0
EFFICIENCY
Tax Rate (%) 23.9 26.2 25.5 27.3 26.2 26.2 26.2 26.2
Fixed Asset Turnover (x) 29 3.1 3.9 2.3 22 2.5 2.6 2.8
Inventory (days) 39 42 39 51 41 40 38 38
Debtors (days) 4 4 6 7 5 5 5 5
Other Current Assets (days) 42 37 25 30 25 24 23 22
Payables (days) 43 42 42 43 47 42 42 42
Other Current Liab. & Provns (days) 108 98 74 91 78 72 68 63
Cash Conversion Cycle (days) (66) (57) (45) (46) (54) (45) (45) (40)
Net D/E (x) (0.3) 0.4) 0.2) 0.2 0.2) 0.2) 0.2) 0.1)
Interest Coverage (x) 15.8 21.7 36.5 31.1 29.1 40.7 45.2 51.9
PER SHARE DATA (INR)
EPS 12.0 12.6 20.5 16.1 17.5 21.0 24.0 27.8
CEPS 14.0 14.7 23.3 18.9 21.1 24.9 28.2 321
Dividend 10.0 11.0 16.1 13.5 12.0 18.0 19.0 23.0
Book Value 10.8 12.8 17.3 21.4 27.5 30.5 35.5 40.3
VALUATION
P/E (x) 127.1 120.9 74.2 94.5 86.9 72.5 63.2 54.7
P/BV (x) 140.6 119.2 87.7 71.2 55.2 49.9 42.8 37.7
EV/EBITDA (x) 81.9 77.7 50.0 61.5 55.0 46.4 40.6 35.6
EV/Revenues (x) 19.9 17.3 12.0 14.5 12.6 11.0 9.9 8.9
OCF/EV (%) 0.8 0.9 1.4 1.0 1.7 1.6 2.0 22
FCF/EV (%) 0.5 0.7 0.8 0.3 14 1.5 1.8 1.9
FCFE/Mkt Cap (%) 0.5 0.7 0.8 0.6 1.2 15 1.8 2.0
Dividend Yield (%) 0.7 0.7 1.1 0.9 0.8 1.2 1.3 1.5
Source: Company, HSIE Research
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Rating Criteria

BUY: >+15% return potential

ADD: +5% to +15% return potential
REDUCE: -10% to +5% return potential
SELL: >10% Downside return potential
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independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy,
completeness or correctness. All such information and opinions are subject to change without notice. Descriptions of any
company or companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update
this report for such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the
same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could
have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such
as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving
such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to,
fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the
dividend or income, etc.
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HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks,
securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities
from time to time or may deal in other securities of the companies / organizations described in this report. As regards the
associates of HSL please refer the website.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might
have been mandated by the subject company for any other assignment in the past twelve months.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.

HSL or its associates might have received any compensation from the companies mentioned in the report during the
period preceding twelve months from the date of this report for services in respect of managing or co-managing public
offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a
merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or
third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have
any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not
based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued
other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Research entity has not been engaged in market making activity for the subject company. Research analyst has not served
as an officer, director or employee of the subject company. We have not received any compensation/benefits from the
subject company or third party in connection with the Research Report.

HDEFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp.
Crompton Greaves, Kanjurmarg(East), Mumbai 400 042 Tel.: +91-22-30753400 Fax: +91-22-30753435 www.hdfcsec.com
Compliance Officer: Murli V Karkera, Contact: +91 022-69151436, Email: complianceofficer@hdfcsec.com, For any
complaints / grievance: services@hdfcsec.com

HDEFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg.
No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475. BSE
Enlistment Number: 5159; SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193
Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before
investing.

Registration granted by SEBI, enlistment as RA with Exchange and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.

SEBI Registration & Disclaimer https://www.hdfcsec.com/article/disclaimer-1795.
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