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Progressing steadily; expects gradual macro recovery 
We met with the top management team of ITC, represented by Mr. Supratim Dutta – Executive 

Director & CFO, to discuss the industry outlook, growth prospects for its business verticals, 

profitability outlook, and other focus areas. Here are the key takeaways from the discussion: 

The company is looking to grow beyond macro recovery by implementing new initiatives 

and expanding its product portfolio. Cigarette business has recovered well post Covid 

(now at 97-98% of peak cigarette volume in FY13). Steady macro and government 

initiatives (stable taxes, control over illegal cigarette, etc.) are expected to further help 

ITC to sustain volume growth. The management is hopeful for positive steps by the 

government in the upcoming budget, which should boost consumption expenditure. In 

the backdrop of steady macros and taxes, we estimate that the company can achieve low 

to mid-single digit cigarette volume growth with mid to high single-digit EBIT growth in 

the medium term. Rural trends were somewhat similar to the previous quarter, but it is 

expected that more initiatives by the government will drive consumption. ITC’s FMCG 

business has outperformed peers by focusing on categories that are characterized by low 

household penetration/low per capita consumption, which in turn leads to a high TAM 

expansion potential. In the medium term, the growth outlook is positive for the FMGC 

business. Its paper business is seeing weakness (revenue and margin) and agri business 

remains volatile due to curbs on agri commodity trading (Govt. regulations). The Union 

Budget will be a key monitorable for taxes on cigarette business and overall initiatives for 

consumption boost. We reiterate our BUY rating with SOTP-based TP of INR500 (implied 

27x FY26E EPS). 
 

Cigarette to sustain steady volume-led growth 
ITC's cigarette business has seen volume recovery in FY23 and FY24, with cigarette 

volume almost at par with its peak volumes in FY13. Stability in taxes and various 

government initiatives to curb illegal cigarettes have been supporting the legal cigarette 

market. ITC has done various product innovations in the last 2-3 years to consolidate its 

market share. The capsule variants have witnessed strong growth, leveraging in-house 

manufacturing capability, which provides several competitive advantages. ITC has 

intensified active trade marketing efforts for better last-mile execution. The business 

achieved 8% YoY growth in net revenue to INR337b in FY24. We model a 6.5% revenue 

CAGR, 3.5% volume CAGR and 6.5% EBIT growth during FY24-26E with steady macros and 

taxes. 
 

FMCG business to sustain industry-leading growth 
ITC's FMCG businesses outpaced industry growth in urban and rural markets through 

product innovation, presence in relevant categories and leveraging distribution 

capabilities. With a portfolio of over 25 Indian brands, including home-grown names, ITC 

has expanded its footprint in over 70 countries. The Branded Packaged Foods segment is 

sustaining healthy growth, supported by robust e-commerce collaborations and growing 

digital sales. The company's multi-channel distribution network now reaches nearly 7m 

retail outlets, strengthening its market coverage to 2x the pre-pandemic level. Overall 

FMCG growth was ~10% in FY24. We expect FMCG business margins to likely remain 

stable, with a gradual improvement over the year.  
  

It is estimated that illicit 
trade causes an annual 
revenue loss of around 

INR210b to the Exchequer. 

ITC’s vibrant portfolio of over 
25 Indian brands, built 

through organic growth, 
represents annual consumer 
spending of nearly INR325b 

and reaches over 250m 
households in India. 

Tax stability in cigarettes and 
enforcement actions have 
helped the legal industry 
combat illicit trade and 

regain volumes, boosting 
domestic and export demand 

for Indian tobacco. 

ITC  
 

 

Mr Supratim Dutta, 
Chief Financial Officer 

 
Mr. Dutta was appointed as a 

Wholetime Director on the 
Board of ITC effective Jul’22. He 

is, inter alia, responsible for 
Finance, Accounting, Internal 
Audit & IT Functions and also 

for the Investment Subsidiaries 
of the Company. He joined ITC 
in Nov’90. During his career of 
over three decades at ITC, he 
was Executive VP - Corporate 

Finance in charge of the 
Corporate Treasury, Strategic 

Planning and Corporate 
Planning Functions of the 

Company. He is a qualified 
Chartered Accountant and Cost 

Accountant. 
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Challenging FY24 for paperboards & packaging business with gradual recovery 
expected in FY25 
The Paperboards, Paper & Packaging segment faced several challenges, including weak 

domestic and export demand, cheap Chinese supplies, rising domestic wood costs, and a 

high base effect. Despite these headwinds, the business strengthened its leadership in the 

value-added paperboard (VAP) segment through innovation, customized solutions, and 

strong end-user engagement. The packaging and printing industry also faced subdued 

demand in key segments and progressive de-cartonization in the liquor industry, creating 

a challenging operating environment. The recent capacity addition at Nadiad, Gujarat, 

with state-of-the-art equipment for the western market, has enhanced capabilities in 

carton packaging, with capacity utilization progressively ramping up. Overall, the business 

contracted by 8% to INR83b in FY24, with EBIT margins shrinking by 880bp. We expect 

demand to remain soft in 1QFY25, with recovery in business and margin improvement 

likely in coming quarters. 

 

Agri business – focus on value-added products  
The Leaf Tobacco Business enhanced its global supply chain by leveraging crop expertise, 

product quality, and sustainable practices. It expanded its presence in Indian Burley 

tobacco markets, increasing crop size through sustainable programs. Operational 

efficiency and customer engagement bolstered its position as India's largest exporter of 

unmanufactured tobacco. The company is also focused on scaling up value-added agri 

products such as spices, coffee, etc. Despite a 13% decline in FY24, the agri business EBIT 

margin improved by 40bp to 8%. While the business may remain volatile on a QoQ basis, 

we expect steady YoY growth. 

 

Valuation and view 
 ITC’s core businesses of cigarette and FMCG are seeing steady growth. Key monitorables are overall demand 

recovery, rural recovery and government’s initiatives to drive consumptions. FMCG continues to enjoy industry 

leading growth over peers due to ITC’s category presence (large unorganized mix, under-penetrated, etc.). 

Consistent margin improvement further provides confidence in growth without compromising profitability.  

 After the demerger of its asset-heavy hotels business, ITC's return profile will also improve. Margin 

improvements in the other FMCG business will further enhance return ratios and valuation multiples.  

 Capital efficiency will further improve operating cash flow, leading to a healthy sustainable dividend yield (3-4%).  

 We reiterate our BUY rating with SOTP-based TP of INR500 (implied 27x FY26E EPS). 
  

The recent capacity 
addition at Nadiad, 

Gujarat, with state-of-the-
art equipment, has 

enhanced the business’s 
capabilities in cartons 

packaging for the western 
region. Capacity utilization 
at the facility was ramped 

up in FY24. 

 The scale of operations in 
agri business has grown 
manifold over the years 

and currently encompasses 
nearly 3m tons of annual 
volume throughput in 22 
states and over 20 agri-

value chains. 
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Exhibit 1: Segmental Information 

Segmental Information  FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E 

Net sales (INR b) 
        

Cigarettes 207.1 212.0 225.6 261.6 312.7 336.7 360.2 381.9 

FMCG - Others 125.1 128.4 147.6 160.2 191.5 210.0 231.0 256.4 

Hotels 16.7 18.4 6.6 13.5 26.9 31.0 35.7 41.0 

Agri business 94.0 102.4 128.8 164.7 184.4 161.2 166.1 179.4 

Paper and packaging 58.6 61.1 56.2 76.4 90.8 83.4 86.8 92.9 

Sales growth (YoY) 
        

Cigarettes (9.5) 2.4  6.4  16.0  19.5  7.7  7.0  6.0  

FMCG - Others 10.4  2.7  14.9  8.6  19.5  9.7  10.0  11.0  

Hotels 17.5  10.3  (63.9) 103.0  99.5  15.4  15.0  15.0  

Agri business 16.5  9.0  25.8  27.8  12.0  (12.6) 3.0  8.0  

Paper and packaging 11.6  4.2  (8.0) 36.0  18.8  (8.1) 4.0  7.0  

Volume growth (YoY) 

   
 

   
 

Cigarettes 5.5 -0.8 -11.5 15.5 18.1 3.0 3.0 4.0 

EBIT (INR b) 
        

Cigarettes 145.5 148.5 135.0 157.7 188.8 200.7 214.8 228.4 

FMCG - Others 3.9 4.2 8.4 9.3 13.9 17.9 20.8 24.4 

Hotels 1.8 1.6 -5.6 -1.9 5.6 7.6 8.9 10.3 

Agri business 7.8 7.9 9.2 10.9 13.8 12.8 13.3 14.3 

Paper and packaging 12.4 13.1 11.0 17.0 22.9 13.7 14.8 17.2 

EBIT growth (YoY) 
        

Cigarettes 9.1  2.1  (9.1) 16.8  19.7  6.3  7.0  6.3  

FMCG - Others 135.3  9.5  98.1  11.6  48.3  29.1  16.2  17.2  

Hotels 27.1  (11.2) (457.4) (67.2) (400.9) 37.3  16.6  15.0  

Agri business (8.5) 1.6  16.4  18.3  27.1  (7.4) 3.9  8.0  

Paper and packaging 18.9  5.3  (15.8) 54.7  34.9  (40.2) 7.5  16.4  

EBIT margin (%) 
        

Cigarettes 70.3  70.1  59.8  60.3  60.4  59.6  59.6  59.8  

FMCG - Others 3.1  3.3  5.7  5.8  7.2  8.5  9.0  9.5  

Hotels 10.7  8.6  (84.9) (13.7) 20.7  24.6  25.0  25.0  

Agri business 8.3  7.7  7.1  6.6  7.5  7.9  8.0  8.0  

Paper and packaging 21.1  21.4  19.6  22.2  25.3  16.4  17.0  18.5  

EBIT margin change (%) 
        

Cigarettes 10.9  9.8  (0.2) 1.3  60.4  59.6  (0.2) (0.5) 

FMCG - Others (5.9) (5.7) (3.3) (3.2) 7.2  8.5  3.3  3.7  

Hotels (12.0) (11.9) (111.9) (41.7) 20.7  24.6  109.9  38.7  

Agri business 2.3  (1.3) (3.9) 0.2  7.5  7.9  0.9  1.4  

Paper and packaging (1.6) 5.4  4.6  7.5  25.3  16.4  (2.6) (3.7) 
 

Source: Company, MOFSL 
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          STORY IN CHARTS  
 

Exhibit 2: Consol. revenue to record ~8% CAGR over FY24-

FY26E…  

 
 

 

Exhibit 3: …supported by high single-digit EBITDA growth 

 
 

 

Exhibit 4: GP margin to remain stable 

 
 

Exhibit 5: EBITDA margin to remain healthy 

 
 

 

Exhibit 6: Consol. PAT to report high single-digit growth over 

FY24-26E. 

 
 

 

Exhibit 7: ITC ROE and ROCE improving 

 
 

 

Exhibit 8: ITC P/E ratio 

 

Source: MOFSL, Company 

Exhibit 9: Consumer P/E ratio 

 

Source: MOFSL, Company 
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          Financials and valuations  
 

Income Statement               (INR b) 

Y/E March 2019 2020 2021 2022 2023 2024 2025E 2026E 

Net Sales 498.6 513.9 531.6 652.0 765.2 768.4 825.3 893.4 

Operational Income 15.1 19.9 38.8 45.4 55.8 59.6 64.0 69.2 

Total Revenue 483.5 494.0 492.7 606.7 709.4 708.8 761.3 824.1 

   Change (%) 11.3 2.2 -0.3 23.1 16.9 -0.1 7.4 8.2 

Gross Profit 309.3 320.6 291.4 342.8 419.3 436.3 472.8 513.4 

   Margin (%) 64.0 64.9 59.1 56.5 59.1 61.6 62.1 62.3 

Other operating expenditure 125.3 128.0 121.4 136.2 162.7 173.8 187.9 203.8 

EBITDA 184.1 192.6 170.0 206.6 256.6 262.5 284.9 309.6 

   Change (%) 11.7 4.6 -11.7 21.5 24.2 2.3 8.5 8.7 

   Margin (%) 38.1 39.0 34.5 34.1 36.2 37.0 37.4 37.6 

Depreciation 14.0 16.4 16.5 17.3 18.1 18.2 19.2 20.2 

Int. and Fin. Charges 0.5 0.5 0.4 0.4 0.4 0.5 0.5 0.6 

Other Inc. - Recurring 21.7 26.0 26.3 18.4 19.8 27.3 29.5 31.2 

Profit before Taxes 191.4 201.6 179.5 207.2 257.9 271.2 294.6 320.1 

   Change (%) 12.7 5.3 -11.0 15.5 24.5 5.1 8.6 8.6 

   Margin (%) 39.6 40.8 36.4 34.2 36.4 38.3 38.7 38.8 

Tax 61.9 48.5 44.6 53.1 64.5 61.7 74.2 80.6 

Deferred Tax 1.2 -4.0 0.9 -0.7 -0.1 2.2 0.0 0.0 

   Tax Rate (%) 33.0 22.0 25.4 25.3 25.0 23.6 25.2 25.2 

Profit after Taxes 124.6 152.7 130.3 150.6 186.8 204.6 217.4 236.0 

   Change (%) 15.3 22.5 -14.6 15.5 24.1 9.5 6.3 8.5 

   Margin (%) 25.8 30.9 26.4 24.8 26.3 28.9 28.6 28.6 

Reported PAT 127.9 146.0 131.6 152.4 191.4 204.6 217.4 236.0 

    
     

    

Balance Sheet               (INR b) 

Y/E March 2019 2020 2021 2022 2023 2024 2025E 2026E 

Share Capital 12.3 12.3 12.3 12.3 12.4 12.5 12.5 12.5 

Reserves 579.2 640.4 585.6 602.4 679.1 732.6 772.1 817.6 

Net Worth 591.4 652.7 597.9 614.8 691.6 745.1 784.6 830.1 

Loans 0.1 0.1 0.1 0.1 0.4 0.1 0.5 0.5 

Deferred Liability 19.9 15.7 16.8 16.1 15.8 20.7 20.7 20.7 

Capital Employed 611.4 668.5 614.8 630.9 707.7 765.9 805.7 851.3 

Gross Block 324.4 364.2 396.5 423.4 457.6 476.6 503.3 530.0 

Less: Accum. Depn. 130.6 147.0 163.5 180.8 198.9 217.1 236.2 256.5 

Net Fixed Assets 193.8 217.2 233.1 242.6 258.7 278.3 267.1 273.6 

Capital WIP 41.3 32.5 40.0 32.0 29.8 28.5 22.8 18.2 

Goodwill 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Investments 250.4 286.6 248.7 248.4 294.2 311.1 326.1 341.1 

   Current 133.5 179.5 148.5 122.6 172.3 129.4 144.4 159.4 

   Non-current 117.0 107.2 100.2 125.8 121.8 181.7 181.7 181.7 

Curr. Assets, L&A 231.8 236.8 210.2 239.2 275.6 299.6 361.7 408.8 

Inventory 79.4 89.7 104.0 108.6 117.7 141.5 119.8 129.2 

Account Receivables 40.4 25.6 25.0 24.6 29.6 40.3 31.7 34.3 

Cash and Bank Balance 41.5 72.8 41.0 36.8 48.8 72.2 128.2 158.5 

Others 70.5 48.7 40.2 69.2 79.5 45.6 81.9 86.8 

Curr. Liab. and Prov. 102.5 100.8 113.8 127.6 146.8 147.8 164.8 179.3 

Account Payables 35.1 36.3 43.2 44.2 46.6 48.0 50.7 54.9 

Other Liabilities 62.7 59.9 65.3 75.7 98.6 98.2 102.4 111.1 

Net Current Assets 129.3 136.0 96.4 111.6 128.8 151.8 196.9 229.4 

Application of Funds 614.9 672.3 618.2 634.6 711.5 769.7 812.9 862.4 

E: MOFSL Estimates   
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Ratios 
        

Y/E March 2019 2020 2021 2022 2023 2024 2025E 2026E 

Basic (INR)                 

EPS 10.2 12.4 10.6 12.2 15.0 16.4 17.4 18.9 

Cash EPS 11.3 13.8 11.9 13.6 16.5 17.8 19.0 20.5 

BV/Share 48.2 53.1 48.6 49.9 55.6 59.7 62.8 66.5 

DPS 5.8 10.2 10.8 11.5 15.5 13.8 14.8 15.8 

Payout % 66 85 101 93 101 84 80 80 

Valuation (x)                 

P/E 41.8 34.2 40.1 34.8 28.3 25.9 24.4 22.5 

Cash P/E 37.6 30.9 35.6 31.2 25.8 23.8 22.4 20.7 

EV/Sales 9.9 9.4 9.3 7.6 6.4 6.3 5.8 5.3 

EV/EBITDA 26.7 25.2 28.9 23.8 19.0 18.4 16.7 15.2 

P/BV 8.8 8.0 8.7 8.5 7.6 7.1 6.8 6.4 

Dividend Yield (%) 1.4 2.4 2.5 2.7 3.6 3.2 3.5 3.7 

Return Ratios (%)                 

RoE 22.3 24.5 20.8 24.8 28.6 28.5 28.4 29.2 

RoCE 22.2 24.6 20.9 24.9 29.0 28.2 28.1 29.0 

RoIC 44.0 49.5 40.8 47.2 55.2 54.2 58.2 65.4 

Working Capital Ratios                 

Debtor (Days) 25 24 19 15 14 18 17 15 

Asset Turnover (x) 0.8 0.8 0.9 1.0 1.1 1.0 1.0 1.0 

    
     

    

Cash Flow Statement               (INR b) 

Y/E March 2019 2020 2021 2022 2023 2024 2025E 2026E 

OP/(loss) before Tax 191.5 200.3 179.5 207.2 259.2 271.4 294.6 320.1 

Financial other income -4.2 -8.0 -0.1 0.2 -3.0 -6.6 0.3 0.3 

Depreciation and Amort. 14.0 16.4 16.5 17.3 18.1 18.2 19.2 20.2 

Interest Paid -12.7 -14.7 -15.3 -6.9 -15.3 -16.6 -8.4 -9.1 

Direct Taxes Paid -58.0 -50.2 -44.6 -53.1 -62.5 -61.2 -74.2 -80.6 

Incr in WC -4.8 3.0 6.1 -18.5 -7.7 -33.4 10.9 -2.3 

CF from Operations 125.8 146.9 142.0 146.3 188.8 171.8 242.4 248.7 

Other items -27.4 44.7 14.6 3.5 24.0 42.0 27.1 9.1 

Incr Decr in FA 31.4 24.1 39.9 18.8 26.9 34.6 21.0 22.1 

Free Cash Flow 94.4 122.8 102.2 127.5 161.8 137.2 221.5 226.5 

Pur of Investments -14.2 54.4 -37.9 -0.3 43.7 -29.6 15.0 15.0 

CF from Invest. -44.6 -33.8 12.7 -15.0 -46.7 37.1 -8.9 -28.1 

Issue of shares 9.7 6.3 0.0 0.0 24.8 14.4 0.0 0.0 

Incr in Debt -0.1 0.0 0.0 0.0 -0.6 -0.6 0.3 0.0 

Net Interest Paid 1.0 0.4 0.0 0.0 0.4 0.5 0.0 0.0 

Dividend Paid 77.3 87.1 186.5 135.6 154.0 199.0 177.9 190.4 

Others 0.0 -0.5 0.0 0.0 0.1 0.1 0.0 0.0 

CF from Fin. Activity -68.7 -81.8 -186.4 -135.6 -130.1 -185.5 -177.6 -190.3 

Incr of Cash 12.5 31.3 -31.7 -4.3 12.0 23.4 56.0 30.3 

Add: Opening Balance 29.0 41.5 72.8 41.0 36.8 48.8 72.2 128.2 

Closing Balance 41.5 72.8 41.0 36.8 48.8 72.2 128.2 158.5 

E: MOFSL Estimates   
     

    

 
Investment in securities market are subject to market risks. Read all the related documents carefully before investing 
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