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Issue Details

Issue Opens
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12th December, 2022

Issue Closes

14th December, 2022

Issue Size (Rs. Crs) 960.35
Issue Size - OFS (Shares) 2,69,00,530
Authorized Shares 10,10,30,000
Isshs.uperdé (S);lfzicrlbed and Paid Up 8,41,98,748
Face Value 2

Lot Size (Sh) 42

Price Band Rs 340 - Rs 357
Issue Type Book Built
Book Value (in Rs.)( FY22) 49.96

BRLMs Kotak, CLSA, IIFL Securities
Registrar KFINTECH
Listing Venue BSE, NSE
Finalization of Allotment On or about 19/12/2022
Initiation of refund On or about 20/12/2022
Credit to Demat Account On or about 21/12/2022
Listing On or about 22/12/2022
Categories Allocation
QIBs 50%
Non-Institutional 15%
Retail Portion 35%
Total 100%

olding Pa
Categories Pre issue Post Issue
Promoter & Promoter Group 28.44 26.03
Public 71.56 73.97
Total 100 100
Reco endatio
SUBSCRIBE

Consolidated Financials In INR Crs

H1FY23

Company Background

Set up in 2003, Sula Vineyards is India’s largest wine producer and
seller with an installed capacity of 16.56 Lakh Litres. It primarily
operates in two categories - (i) wine production, import of wine and
spirit, and sales and distribution of wines and spirits, and (ii) sales and
services from ownership and operation of wine tourism venues. Sule
Vineyards has its presence across all the four price segments:- Elite,
Premium, Economy and Popular.

Objects of the Issue

> Offer for Sale (OFS) by the selling shareholders. The company shall not
receive any proceeds from the offer.

> Listing of the shares would enhance the company’s brand image and
visibilities while at the same time provide liquidity to its shareholders.

Key Points

> The issue is an Offer for Sale (OFS) of 2,69,00,530 shares by its
promoter Shri Rajeev Samant and some other marquee investors
aggregating upto Rs 960.35 Crs.

> Sula Vineyards has consistently gained market share in the grapes
wine category from 33% in FY09 to 52% at the end of FY22.

> It holds a 61% market share in the “Elite and Premium” category
products. Recognized as the market leader across wine variants,
including red, white and sparkling wines.

> 56 different labels of wines are produced at its four owned and two
leased production facilities located in the states of Maharashtra and
Karnataka.

> Sula Vineyards services close to 9,000 hotels, restaurants across the
country, making the company a leader in terms of footprint amongst
wine players in India.

» The company is a pioneer in wine tourism in India such as the first
wine tasting room in India, the first vineyard resort, the first wine
music festival and the first winery tours at its facility in Nashik,
Maharashtra.

» The company plans to continue focusing on its own brands over third-
party brands that they import and distribute as well as leverage its
distribution capability to launch new products.

> It aims to increase wine awareness and consumption, and penetrate
further into Tier-1 and 2 cities in India through active social media
campaigns.

> It aims for strategic acquisitions to grow its market share and brand
value in the future.

> Revenues for FY22 grew 9% YoY to Rs 453.92 Crs while PAT grew 17x
YoY to Rs 52.13 Crs. H1FY23 revenues exhibited a 41% YoY growth to
Rs 224 Crs while PAT during the same period grew 6.73x YoY to Rs
30.51 Crs. The EBIDTA margins at the end of H1FY23 were 27.94%
compared to 24.95% at the end of FY22.

Recommendation --

Sula Vineyards is the largest wine manufacturers in India along
with the largest market share. A rise in disposable income of the
working population is expected to increase the per capital wine
consumption in the country Goodwill amongst its suppliers and
increasing brand value amongst the consumers, would enable it
report a steady performance in the years to come. We recommend
a “SUBSCRIBE” to the issue.

H1FY22 ‘ Var% ‘ FY22 FY21

Revenue from Operations 40.79% 453.92 417.96 529.53
Operating Profit (excl OI) 62.62 28.75 117.81% 113.29 60.94 48.92
Profit Before Tax (PBT) 41.26 5.63 632.86% 69.54 3.19 -17.39
Profit After Tax (PAT) 30.51 4.53 573.51% 52.14 2.81 -13.51
EPS 3.76 0.60 526.67% 6.61 1.67 -8.81
Equity 16.32 15.38 6.11% 15.72 15.08 15.04
Book Value 55.05 44.78 22.93% 49.96 40.24 39.77
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Highlights

Wine consumption in India has the potential to grow multiples times.

e [ndia’s per capita consumption for wine is less than 100 ml. while the contribution of wine to overall alcohol

consumption in India is less than 1% as against the world average of close to 13%.

Growth in per capita consumption of wine has a strong co-relation with the economic growth of the country.

India with the per capita income of close to USD 2100 in the calendar year 2019, has crossed the per capita income

threshold as benchmarked to growth of wine consumption, which augurs well for growth in wine consumption in

India.

e The current per capita consumption of wine in India at close to twenty-five milliliters is the lowest among top

economies in the world but is one of the fastest growing countries in the world.

A very low base underpinned by economic growth, positive demographic dividend and increasing acceptance of

low alcohol content alco-beverages is set to drive Indian wine market to a prolonged period of strong growth.

e The Indian wine market was valued at around Rs 1,900 Crs at the end of FY19 and is projected to grow @CAGR of
209% to reach Rs 3,785 Cr at the end of FY25.

High barriers to entry in the Indian wine market.

e Indian wine market is concentrated with top three players dominating the market and is expected to remain
concentrated with high barriers to entry due to the nature of the product in addition to the trade barriers
prevalent in the alco beverage market.

Wine making involves investment of capital and time in development of vineyard, investment in relationship with
farmers and development of expertise in wine making. In addition to that, an annual harvest unlike other alco
beverages which are not dependent on a harvest cycle elevates the demanding nature of the wine making and
selling business.

These factors increase the capex and working capital requirement for wines as compared to other alco-beverages.
Any new brand may take time to be recognized and earn the trust of the consumers.

The entry of new players in the distribution of alcoholic beverage industry in India is prohibitive due to high
regulation across states and strong relations between the current players and retail outlets which may include
exclusive arrangements.

Sula Vineyards has the highest installed capacity with 1,39,83,000 Litres followed by Grover Zampa
Vineyards at 47,00,000 and Frarelli Wines at 14,00,000 Litres.

Growth of wine tourism in the country.

e Wine tourism provides direct engagement between the winemakers and consumers and helps the consumer
create a connection with the brand. Sales are also largely dependent on building brand recognition by providing a
unique experience.

o All major wineries in India today offer facilities to visit their wineries. The services include a tasting room, stay
and dine options and opportunities to buy wines directly from the winery.

e Sula Vineyards was the pioneer of wine tourism in the country and received a footfall of 3,68,000 in FY
2020.

Sula Vineyards is an established market leader with its leading brand “Sula”.

e Sula Vineyards is the market leader in the Indian domestic wine industry, with a market share of around 52% in
Fiscal 2022.

o The “Sula” brand is recognized as the market leader across wine variants, including red, white and sparkling
wines. “Sula” is also recognized as the “category creator” for wines in India.

e Sulais the first national wine brand to be listed with TASMAC - The Tamil Nadu State Marketing Corporation.

e Sula’s wines are served on India’s national carrier - Air India.

e Sulais the first Indian wine to be listed by Marks & Spencer UK in the year 2013.

Secured supply of raw materials with long term contracts.

e The top wine producing states, Maharashtra and Karnataka, are also the top consuming states, contributing close
to 57% of the overall wine market in India.

e Sula Vineyards has access to approximately 2,521 acres of vineyards, which is significantly higher than the second
largest wine company in the Indian market at close to 460 acres.

e The company has entered into long term supply agreements of up to 12 years with contract farmers for
approximately 2,290 acres as of September 30, 2022. Such long term supply agreements cover more than 90 per
cent. of its annual supply of wine grapes, and it aims to continue expand its wine grape supply via long term
contracts with third-party farmers.(About 500 in No.s)

e (Given the company’s technical knowhow and support, and market leading reputation, farmers prefer entering into
and renewing such long-term contracts with it.

e A large scale of production enables the company to provide a stable income to the farmers working with them to
produce quality wine grapes. In general, farmers have higher price realization from wine grapes as compared to
table grapes.
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Largest wine distribution network and sales presence.

e Sula Vineyards has a presence in 25 states and six union territories in India. It has also explored its options in the
overseas market by offering its wines across 20 countries, including Spain, France, Japan, the United Kingdom and
the United States.

o The company’s widespread sales and distribution platform enables its products to reach its consumers ensuring
consistent availability. At the end of March 2022, it has more than 23,000 points of sale including over 13,500
retail touch points and over 9,000 hotels, restaurants and caterers.

e Its distribution platform has over 50 distributors, 11 corporations, 14 licensed resellers, 7 company depots, 3
defence units.

e Over a period of time, the company has successfully built and managed its large distribution network, developing
strong relationships with its distribution and retail partners across territories.

Aims to market its brand through proper use of digital media.

e Digital marketing and social media platforms are instrumental in increasing awareness of any new product in
India.

e Sula Vineyards aims to capitalize on the same by including initiatives such as a combination of social media
lifestyle and wine influencer activities, through which “influencers” with a significant following conduct
promotional activities for its Wine Tourism Business through the company’s own social media channels including,
Facebook, Instagram, LinkedIn and Youtube, among others.

e Sula vineyards is among the top 10 most followed vineyards in the world, and has a large following on social
media with approximately 118,000 followers on Instagram, approximately 123,000 likes on Facebook and
approximately 14,000 followers on Twitter as on September 30, 2022.

Lookout for strategic acquisitions to increase its market share.

e Sula Vineyards aims to consolidate its position further in the Indian wine market through increasing its scale and
market share through acquisitions.

e [t had acquired the brands and assets of Heritage Winery (“Heritage”) and York Winery in Fiscals 2017 and 2022,
respectively. The acquisition of Heritage was strategic, providing its first owned manufacturing facility in
Karnataka and allowing it to avail the benefit of significantly lower duties on the sale of its wines in Karnataka and
also offering growth potential to increase the Wine Tourism Business.

e The company intends to actively engage in Mergers & Acquisitions (M&A) which are complementary to its
Business by focusing on (a) increasing its market share further; (b) deepening its presence in certain geographies;
and (c) improving profitability.

Own Brands Contribution Revenue Contribution %

Wine Tourism Others
9% 1%

Revenue [n INR Cr Margins%
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SULA VINEYARDS LTD.

December 9t , 2022

Consolidated Financials - Value in Rs. Crs Mar-21 Mar-20
453.92 417.96 529.53
Total Income 427.20 389.51 486.82
Total Expenditure 311.13 325.00 436.32
PBIDT 116.07 64.51 50.50
PBIT 92.46 36.57 15.50
PBT 69.54 3.19 -17.39
PAT 52.14 2.81 -13.51
EPS 6.61 1.67 -8.81
Book Value 49.96 40.24 39.77
Cash Profit 75.75 28.50 21.49

Equity Paid Up 15.72 15.08 15.04
Reserves and Surplus 376.97 288.35 284.01
Net Worth 392.69 303.43 299.06
Total Debt (Long Term plus Short Term) 228.93 301.26 368.24
Capital Employed 624.19 606.00 668.40
Gross Block 477.32 412.94 435.93
Investments 0.00 0.00 0.08

Cash and Bank balance 19.58 51.76 40.27
Net Current Assets (Including Current Investments) 80.40 55.14 40.70

Total Current Liabilities 290.14 351.80 407.04
Total Assets 758.56 751.60 834.25

Cash Flow from Operations 87.44 119.54 44.67
Cash Flow from Investing activities -56.79 -21.70 -43.96
Cash Flow from Finance activities -61.25 -94.48 33.34
Free Cash flow 6.52 60.13 -22.15

Debt to Equity(x) 0.58 0.99 1.23
Current Ratio(x) 1.28 1.16 1.10
ROCE(%) 15.03 5.74 242
RONW(%) 14.98 0.93 -4.35
PBIDTM (%) 25.57 15.44 9.54
PATM (%) 11.49 0.67 -2.55

Source:- Company RHP, ACE Equity, AUM Research
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Rajesh Agarwal Head of Research 033-40572121  rajesh.agarwal@aumcap.com
Tanya Kothary Manager - Equity Research 033-40572121  tanya.kothary@aumcap.com
Pinaki Banerjee Manager - Research 033-40572121 pinaki.banerjee@aumcap.com

Disclosure & Disclaimer

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. AUM Capital Market Private Limited (hereinafter
referred to as “AUM Cap”) 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. AUM Cap
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, AUM Cap 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.

This document is being supplied to you solely for your information and its contents, information or data may not be
reproduced, redistributed or passed on, directly or indirectly. Neither, AUM Cap nor its directors, employees or
affiliates shall be liable for any loss or damage that may arise from or in connection with the use of this information.

AUM Cap is registered under SEBI (Research Analysts) Regulations, 2014. Further, AUM Cap hereby declares that -

* AUM Cap/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.

» AUM Cap/its associates/research analysts have not received any compensation from the subject company(s) during
the past twelve months.

e AUM Cap/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.

AUM Capital Market Private Limited

Registered Office: 226/1, AJC Bose Road, Trinity, 3rd Floor, Unit No.3G, Kolkata - 700020;
Phone: +91(33) 40572121; Fax: +91(33) 24760191

Website: www.aumcap.com; Email: aumresearch@aumecap.com

SEBI Research Analyst Registration No.: INH300002423
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