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Although ITC Ltd. has been a stark underperformer over the last few years, we 

believe that this is set to change. Having achieved critical scale, the FMCG business 

which has been dragging profitability is expected to witness robust growth (16% 

CAGR to INR 22,729 cr) with improving margins (+290 bps to 8.6%). Increasing 

migration towards sustainable packaging and revenge travel post pandemic should 

help bolster revenue growth and profitability of both verticals. With buoyancy in tax 

collections, the stress on rising cigarette taxation is diminished and should help 

drive cigarette volume growth. The agri-commodity business prospects have sharply 

improved post the Ukraine invasion and the IT vertical is expected to continue its 

strong double digit revenue growth with top percentile margins.  

 

With all verticals set to fire on all four cylinders, we expect revenue / EBIT / PAT to 

grow at a CAGR of 17.7% /17.0% /14.5% to INR 86,678.6 cr/ INR 24,613.5 cr/ INR 

19,739.9 cr over the period FY21-24. However, we have not modeled any margin 

expansion given the systemic inflationary pressures.  

 

We initiate coverage with a strong BUY rating for a price target of INR 350 

representing an upside of 28.3% over the next 18 months from the CMP of INR 

272.7. To arrive at this price objective, we have used an average of the SOTP, DCF 

and DDM valuation methodologies.  

 

Among Nifty 50 stocks, ITC is one of the few stocks that provide a strong growth 

opportunity along with an attractive dividend yield of 4.20%. The market has not 

taken cognizance of the fact that ITC’s FY24 EBIT of INR 24,613.5 cr is expected to be 

more than 1.6X that of HUL (which is the 2nd most profitable listed consumer player) 

and equal to the combined EBIT of the next 4 players. We believe that this 

dominance should result in the rerating of the stock as the growth story unfolds. 

Another kicker for the valuation rerating is the potential demerger plan as outlined 

in the Dec-21 corporate communication.   

 

A detailed treatise on ITC’s investment story will be published soon.          

 

Key Financial Data (INR Cr, unless specified) 
 

 
Revenue EBITDA Net Profit 

EBITDA 
(%) 

Net 
Profit 

(%) 

EPS 
(INR ) 

BVPS 
(INR ) 

RoE (%) 
RoIC 
(%) 

P/E (X) P/BV (X) 

FY20 51,393 19,284 15,306 37.5 29.8 12.4  53.3  23.4  44.0  22.0  5.1  

FY21 53,155 17,015 13,161 32.0 24.8 10.7  49.3  21.8  37.6  25.5  5.5  

FY22 65,205 20,658 15,244 31.7 23.4 12.4  51.0  24.4  41.6  22.0  5.3  

FY23E 76,834 23,341 17,232 30.4 22.4 14.0  52.3  26.9  49.1  19.5  5.2  

FY24E 86,679 26,513 19,740 30.6 22.8 16.0  53.8  29.9  56.3  17.0  5.1  

BUY @ CMP INR 272.7                               Target: INR 350 in 18 months                                   Upside Potential: 28.3% 

The giant awakens 

Industry FMCG 

  

Scrip Details  

Face Value (INR) 1.0 

Market Cap (INR Cr) 3,35,995 

Price (INR)  272.7 

No of Shares O/S (Cr) 1,232 

3M Avg Vol (000) 23,251 

52W High/Low (INR) 282/201 

Dividend Yield (%) 4.20 

  

Shareholding (%) March 2022 

Promoter 0.0 

Institution 54.76 

Public 45.24 

TOTAL 100.0 

  

Price Chart  
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Financial Analysis & Projections 

 
 

Source: Company Reports & Ventura Research  
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Limited, Ventura Guaranty Limited, Ventura Insurance Brokers Limited and Ventura Allied Services Private Limited are associates of VSL. Research Analyst (RA) 
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within us, or other areas, units, groups or affiliates of VSL. This report is for information purposes only and this document/material should not be construed as an 

offer to sell or the solicitation of an offer to buy, purchase or subscribe to any securities, and neither this document nor anything contained herein shall form the basis 

of or be relied upon in connection with any contract or commitment whatsoever. This document does not solicit any action base d on the material contained herein. It 

is for the general information of the clients / prospective clients of VSL. VSL will not treat recipients as clients by virtue of their receiving this report. It does not 

constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients. 

Similarly, this document does not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person 

who may receive this document. The securities discussed in this report may not be suitable for all investors. The appropriateness of a particular investment or strategy 

will depend on an investor's individual circumstances and objectives. Persons who may receive this document should consider and independently evaluate whether it 

is suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice. And such person shall be responsible for conducting 

his/her/their own investigation and analysis of the information contained or referred to in this document and of evaluating the merits and risks involved in the 

securities forming the subject matter of this document. The projections and forecasts described in this report were based upo n a number of estimates and 

assumptions and are inherently subject to significant uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be 

expected that one or more of the estimates on which the projections and forecasts were based will not materialize or will vary significantly from actual results, and 

such variances will likely increase over time. All projections and forecasts described in this report have been prepared solely by the authors of this report 

independently of the Company. These projections and forecasts were not prepared with a view toward compliance with published guidelines or generally accepted 

accounting principles. No independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You should not 

regard the inclusion of the projections and forecasts described herein as a representation or warranty by VSL, its associates, the authors of  this report or any other 

person that these projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections and forecasts 

described in this report after carefully evaluating all of the information in this report, including the assumptions underlying such projections and forecasts. The price 

and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize losses on any 

investments. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of orig inal capital may occur. Actual results may 

differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. We do not provide 

tax advice to our clients, and all investors are strongly advised to consult regarding any potential investment. VSL, the RA involved in the preparation of this research 

report and its associates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Thi s report/document has been prepared by VSL, 

based upon information available to the public and sources, believed to be reliable. No representation or warranty, express or implied is made that it is accurate or 

complete. VSL has reviewed the report and, in so far as it includes current or historical information, it is believed to be reliable, although its accuracy and 

completeness cannot be guaranteed. The opinions expressed in this document/material are subject to change without notice and have no obligation to tell you when 

opinions or information in this report change. This report or recommendations or information contained herein do/does not constitute or purport to constitute 

investment advice in publicly accessible media and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of 

the recipient only. This publication may not be distributed to the public used by the public media without the express written consent of VSL. This report or any 

portion hereof may not be printed, sold or distributed without the written consent of VSL. This document does not constitute an offer or invitation to subscribe for or 

purchase or deal in any securities and neither this document nor anything contained herein shall form the  basis of any contract or commitment whatsoever. This 

document is strictly confidential and is being furnished to you solely for your information, may not be distributed to the press or other media and may not be 

reproduced or redistributed to any other person. The opinions and projections expressed herein are entirely those of the author and are given as part of the normal 

research activity of VSL and are given as of this date and are subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the 

date of this report and there can be no assurance that future results or events will be consistent with any such opinions, es timate or projection. This document has 

not been prepared by or in conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its directors or any other person. 

Information in this document must not be relied upon as having been authorized or approved by the company or its directors or  any other person. Any opinions and 
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arising from any use of this document or its contents or otherwise arising in connection therewith. The information contained herein is not intended for publication or 
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