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Target

ITC Ltd.
CMP
Equity (% Cr) 1248.15
FV (%) 1.00
M. Cap (% Cr) 504563.43
52 Wk High (NSE) 499.70
52 Wk Low (NSE) 369.25
Book Value (X Cr) 59.69
P/B 6.77
TTM EPS (%) 16.44
TTM P/E 24.60
Share Holding Pattern
Sep-23 Dec-23

Promoters
Flls 43.34 43.26
Dlls 41.94 41.98
Public 14.68 14.71
Financials (X Cr)

FY23 FY22 FY21
Gross Sales 76518.21 65205 53155.12
Gross Profit 41931.08 34283 29141.34
PBIDT 27679.99 225154 19648.65
PAT 19476.72 15503.1 13382.88
Equity Paid Up 1242.8 1232.33 1230.88
Reserves & Surplus 67171.01 59906.9 57409.94
Net Worth 68413.81 61139.2 58640.82
Total Debt 38.81 5.59 9.81
Operating CF 18877.55 15775.5 12526.97
Investing CF -5732.29 -2238.5 5682.91
Financing CF -13006 -13581 -18633.8
Free Cash flow 17775.92 14994.4 12778.93
3-year Price Chart
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Investment Rationale

=  British American Tobacco (BAT) Stake Sale, Non-

Event: BAT is trimming its stake by 3.5% in ITC to meet its own
cash crunch and to strengthen its own financial statements. There
is nothing wrong with ITC’s business and it stays firm. The
FMCG business continue to remain strong and the long-term
growth potential holds intact. The company is expected to
witness substantial margin expansion for over the next 5 years.

= Strong Business Growth: ITC is strengthening its
competitive position in various FMCG categories. The company
is benefitting from expanded distribution reach, a stronger e-
commerce presence and notable innovation intensity.

=  Unlocking Value: ITC hotel Demerger 1:10 to also
unlock value. ITC will hold 40% share in ITC Hotels, the
demerged entity. According to the management, ITC Hotels will
have a debt-free strong balance sheet.

= Strong Financials: The company has demonstrated a
commendable transformation in capital efficiency and cash
generation from FY 18 to FY23, fundamentally transforming its

ROCE across non-cigarette businesses.

Outlook & Valuation:

We remain optimistic on the company, considering
recovery in rural growth, growth in non-cigarette segments,
and the hotels segment being on track to list independently.
The stake sale by BAT has nothing to do with ITC and the
stock has corrected recently following Q3FY24 results and
the overhang of the BAT stake sale. At the CMP, the scrip
trades at 22x FY26E EPS (consensus) and with 4%
dividend yield. Moreover, the stake sale by BAT is
expected to be lapped by large institutions who would be

keen to increase large cap exposure in their portfolio.

Disclaimer

Eastern Financiers Limited (hereinafter referred to as ‘EFL’) is a Member registered with SEBI having membership of NSE, BSE, MCX. It is
also registered as a Depository Participant with NSDL. It is also having AMFI certificate for Mutual Fund Distribution. The associate of EFL
is engaged in activities relating to Insurance Broking. No disciplinary action has been taken against EFL by any of the regulatory authorities.
EFL/its associates/research analysts do not have any financial interest/beneficial interest of more than one percent/material conflict of interest
in the subject company(s). EFL/its associates/research analysts have not received any compensation from the subject company(s) during the
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past twelve months. EFL/its research analysts has not served as an officer, director or employee of company covered by analysts and has not
been engaged in market making activity of the company covered by analysts. This document is solely for the personal information of the
recipient, and must not be singularly used as the basis of any investment decision. Nothing in this document should be construed as investment
or financial advice. Each recipient of this document should make such investigations as they deem necessary to arrive at an independent
evaluation of an investment in the securities of the companies referred to in this document (including the merits and risks involved), and should
consult their own advisors to determine the merits and risks of such an investment. Reports based on technical and derivative analysis center
on studying charts of a stock's price movement, outstanding positions and trading volume, as opposed to focusing on a company's fundamentals
and, as such, may not match with a report on a company's fundamentals. The information in this document has been printed on the basis of
publicly available information, internal data and other reliable sources believed to be true, but we do not represent that it is accurate or complete
and it should not be relied on as such, as this document is for general guidance only. EFL or any of its affiliates/group companies shall not be
in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this
report. EFL has not independently verified all the information contained within this document. Accordingly, we cannot testify, nor make any
representation or warranty, express or implied, to the accuracy, contents or data contained within this document. While EFL endeavors to
update on a reasonable basis the information discussed in this material, there may be regulatory compliance or other reasons that prevent us
from doing so.
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