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CCL Products Q1FY21 

Financial Results & Highlights 

Brief Company Introduction 

CCL Products (India) is engaged in the manufacturing of instant coffee. The Company operates through 

the Coffee and Coffee related products segment. It is engaged in the manufacture of soluble instant 

spray dried coffee powder, spray dried agglomerated/granulated coffee, freeze-dried coffee and freeze 

concentrated liquid coffee. 

Standalone Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 176 265* -33.58% 245 -28.16% 

PBT 24 102 -76.47% 111 -78.38% 

PAT 17 82 -79.27% 96 -82.29% 

Consolidated Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 289 274 5.47% 267 8.24% 

PBT 46 54 -14.81% 58 -20.69% 

PAT 38 35 8.57% 42 -9.52% 

   *Includes a dividend of Rs 58 Cr from Ngon Coffee. 

Detailed Results: 

1. The company had a modest quarter with sales growth of 5.5% YoY and PAT growth of 8.6% YoY. 

2. Consolidated figures were boosted due to the low impact of COVID-19 on Vietnam operations as 

compared to its impact in Indian operations. 

 

Investor Conference Call Highlights: 

1. The standalone EBITDA margins declined drastically mainly due to loss of operations from 

lockdown in Q1. The freeze-dried portion also declined almost 50% which led to further margin 

decline. 

2. In major markets like Russia, the majority of shipments have been postponed and thus the 

company was mainly planning for maintenance in Q1 and to gear up continuous production for 

the rest of the year. 

3. The SEZ plant is up and running and the EOU plant will start running after maintenance is 

completed in a few days. 

4. There has been a slight decline in roasted ground coffee consumption because of the coffee shops 

being shut across the world during the lockdown period. 

5. On the other hand, the in-home segment of instant coffee seems to be increasing across the world. 

6. 90% of the consumption of instant coffee is in the in-home segment. 
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7. The company has only 10-15% of its total capacity in small packs. There is a value addition of $2 

per small pack and there is also 15-20% incremental EBITDA. 

8. The company did have many postponements but it didn’t lose any orders or customers. 

9. The company’s sales of single-serve packs have increased a lot. It is also looking to get into the 

single-serve capsule or pod business whose global patent has run out. 

10. The company has added 1 new USA customer for its Vietnam facility in Q1. 

11. The company will be doing its best to reach 75% utilization in Freeze-Dried in FY21. 

12. The company is also seeing an increase in spray-dried demand as it is a value segment for most 

customers. 

13. Capacity utilization in India is expected to be between 65-75% in Fy21. The Vietnam utilization 

rate in Q1 was almost 100% on current capacity. The proposed capacity expansion here is 

expected to be done by Q3. 

14. Around Rs 30 Cr of inventory had to be postponed and will be dispatched in August or September. 

15. The management has clarified that there is no demand destruction in freeze-dried and there have 

only been postponements going on here. 

16. Continental brand has grown 40% YoY in Q1 with sales of Rs 22 Cr. 

17. Capex for FY21 is going to be Rs 120 Cr for the packing and agglomeration facility and $8 million 

in Vietnam for capacity expansion of 3500 tons. 

18. Green coffee prices have risen 10-15% but this rise is not sustainable according to the 

management as overall demand for coffee has gone down due to closure of coffee shops. 

19. The management has stated that none of the company’s large customers has gotten into any 

problems due to a drop in demand. Instead, these customers have seen good demand from panic 

buying. 

20. The revenues from Vietnam in Q1 were at Rs 107 Cr and EBITDA was at Rs 30 Cr. 

21. The management has stated that the primary objective of the branded business is to drive 

revenues so it is not guaranteed that it may turn PAT positive in FY21. 

22. The current sales levels in Switzerland subsidiary is expected to continue as the company has 

renewed contracts with customers of this subsidiary already. 

23. The management has stated that it doesn’t find the roasting and grinding segment as attractive 

as the instant coffee segment because the barriers to entry here are very low and the competition 

is very high. There are also other issues here including shelf-life. 

24. The management has stated that wherever it has built plants it has done so with the option of 

doubling capacity. Thus it can easily add 15000 tons to Vietnam and 5000 tons to freeze-dried 

plant in India any time its wants with just the installation of required machinery. 

25. The management has reaffirmed that the company will be both value and volume-driven. It shall 

be value-driven in its branded segments and volumes driven in its large supply areas. 
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26. Q1 volumes were a little higher as compared to last year despite the lockdown. 

27. Revenue contribution geographically was at USA:20%, EU:20%, Russia & CIS: 25%, ROW: 35%. 

28. Once the planned packing facility comes online, the company can increase small packs by up to 

60% in the first year of operations. 

29. The market size for the single-use capsule is at$ 35 billion today and it is expected to grow to $ 51 

billion by 2027. 

30. The export incentive book in Q1 was around Rs 7 Cr. 

31. The company is seeing a huge demand for cold brew in the USA. It has already developed spray-

dried and freeze-dried versions for it. The company has already received orders for it from some 

customers and in small packs. The management estimate that the company can sustain its first-

mover advantage in this space for 2-3 years. 

32. The company is looking to do 100 tons of sales for cold brew in the first year before rising to 500-

600 tons in the next year. A major customer of the company has estimated that if it uses the 

company’s product to sell in its 3000 stores, it will save 60% in product costs. Thus the company 

is also looking to target coffee chains with this product. 

33. The capacity enhancement in the freeze-dried line will require a plant shutdown of 2 months next 

year. It was to be done this year but the engineers required couldn’t come due to COVID-19. 

34. The company has had no impact from the depreciation of Russian ruble as all export transactions 

take place in dollars. 

 

Analyst’s View:  

CCL has already established itself in the wholesale coffee space for many years and their foray into 

branded sales through Continental Coffee label has been very encouraging. The company has had a 

modest quarter on the back of almost 100% utilization at the Vietnam facility. The company’s branded 

business is growing well and the management has reassured that growing the top line is the primary 

concern for this division.  The company is doing well to capitalize on its unique offerings and is working 

hard on expanding its influence. This is evident from the response seen from customers for its new 

cold brew product. The company also has a good opportunity in the coffee capsule business whose 

patent has expired recently. It remains to be seen how the coffee industry will come out from COVID-

19 and whether the branded business will be able to maintain its growth momentum. Nonetheless, 

given the enormous market opportunity for the branded business in the domestic market, CCL 

products may turn out to be a dark horse in the global coffee industry in the years to come. 
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If you found this report useful and would like to receive more such investing insights, you can subscribe 

to our updates.  
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