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Company Background

Important Statistics

Incorporated in 1993, Avanti Feeds Ltd (AFL) is a leading manufacturer of Shrimp
Feeds and Shrimp Processor & Exporter. The company has a strong technical and
marketing tie-up with the Thai Union Group Public Company Ltd (equity
participation of ~25%), the world’s largest seafood processors and leading
manufacturer of prawn and fish feeds in Thailand. Company has 5 shrimp feed
manufacturing units in India (4 in Andhra Pradesh & 1 in Gujarat), with feed
manufacturing capacity of 6,00,000MT and shrimp processing capacity of 22,000MT
and is now setting up a shrimp hatchery with a capacity of 400 million seeds in
Andhra Pradesh (in 2 phases) with the technical expertise from Thai Union.

Why we like the company?

>
>
>
>

>

Government’s thrust for fishery development with fund of ¥200,000mn to
improve company’s topline

Market leadership with strong client base globally

Technical and marketing tie-up with Thai Union Group provides global reach
Backward integration into shrimp processing and shrimp hatchery business
and entry into newer value added products to improve profitability

Healthy balance sheet and strong return ratios provides us comfort
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Investment Thesis

Financials

>

Blue revolution including budget allocation of 3200,000mn to provide
push — The government in Budget 2020 allocated a dedicated fund of
~%200,000mn to bring about Blue Revolution through sustainable
development of fisheries sector over next five years. It also aims to double the
income of fishers, fish farmers and fish workers by 2024 through the PMMSY
scheme. This scheme to address the critical gaps in the fisheries sector and
realise its potential thus augmenting fish production and productivity at a
sustained average annual growth rate of ~9% to achieve a target of 22 million
tonne by FY25 through sustainable and responsible fishing practices. We
believe, these initiatives by government to not only benefit fishery industry but
also improve economy. We expect, Avanti feeds to benefit the most from this
scheme as it is involved in all stages of shrimp production and is a market
leader.

Tie-up with Thai Union, lowest FCR helps sustain market share —
Avanti Feeds is the leader in the shrimp feed segment with a market share of
50% as of FY20 (~39% in FY17 ,43% in FY18 and 47% in FY19) followed by
CP Aqua Feeds with a market share of ~40%. The full utilisation of its existing
capacities and the aggressive expansions are showing its ability to gain market
share.

Over the years, Avanti Feeds Ltd expanded its market share by supplying
quality products with best in class Feed Conversion Ratio (quality of feed is
critical for shrimp farmers because poor or inconsistent quality may impact the
entire culture and jeopardize their investment.) to its clients globally. The
technical support from Thai enables the company to have ideal feed
formulation which gives best Feed Conversion Ratio to farmers.

Company’s continuous engagement with the farmers, knowledge sharing
initiatives, assistance in their farming, pond preparation, seed selection, and
providing culture practices helps it maintain relationship with farmers and
achieve best FCR.

Backward integration ensures supply and aids overall profitability —
Since 2009, the company has increased capacity 15x and maintained
utilization level above 60% since 2013. From the core Feed business segment,
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Particular FY20

FY19

Total Revenue
EBITDA

PAT

EPS ()

P/E (x)

EV/ EBITDA (x)
ROE (%)
ROCE(%)

Net Debt/Equity

41,153
4,539
3,863

25.4
18.9
15.7

24.2%

24.2%

0.0

34,878
4,073
3,066

20.1
23.9
13.9
22.6%
22.1%
0.0

Shareholding pattern (%)

June’20

Promoters

FII

DII

Public & Others

43.7%
33.3%
2.2%
20.8%
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Avanti Feeds Ltd has expanded to the processing segment (with installed
capacity of 22000MTPA) and is now in the process of setting up a shrimp
hatchery with a capacity of 400 million seeds in Andhra Pradesh for capex of
%120mn. The plant will be operating in two phases with 200 million seeds in
each phase. The company is also exploring the possibility of more
diversification into fish feed and other feeds for cultivation of fish species like
Seabass which has great export potential, going ahead. Thai Union has proven
technology for producing feed for these species that can be readily adopted by
the company. We believe, company’s backward integration strategies, proven
technology for producing feed and expansion into shrimp processing will
ensure supply and aid profitability.

»  Strong financials and healthy balance sheet provides comfort — Avanti
Feeds Ltd has a strong track record of growing above industry as its feed
segment volume has grown at a CAGR of 33% while industry grew at ~20%.
Company’s revenue/EBITDA/PAT have grown at 18%/20%/27% CAGR over
FY15-FY20 on account of higher volume growth, better capacity utilisation etc.
Driven by growth in topline and operational efficiencies, company’s return
ratios (ROE and ROCE) stand above 25%. Despite huge expansions, the
company has been successful in being debt free and has huge cash pile of ~
2000mn.

»  QA4FY20 better, FY21E to be impacted — For Q4FY20, revenue grew by
20.7% YoY to "10,348mn driven by growth in the shrimp feed segment by
15.4% YoY and processing segment by 38.4% YoY. Feed segment volumes
grew by ~10%YoY while Processing volume growth was strong at ~27% YoY.
Realisation grew by 5%/9% YoY for Feed/Processing segments.

Gross profit in Q4FY20 increased by 24.8% YoY with better sales mix in
processing and increase in feed sales.

The company had taken a price hike of ¥4.80/kg for passing on the increase in
raw material (RM) cost at the end of January which also supported revenue
growth. However, Covid-19 pandemic led global lockdown has disrupted the
supply-chain of the industry which is expected to impact FY21 volumes.
Farmers waited for the situation to stabilise which along with unavailability of
brood stocks has delayed the sowing. Now, with relaxation in restrictions and
the resultant improvement in farm-gate prices is encouraging farmers which
along with AFL's increasing market share will support volumes.

EBITDA margins improved by 114bps YoY (517bps QoQ) to 12% aided by hike
in RM prices. While, PAT after minority interest in Q4FY20 rose by 26% YoY
and 81% QoQ to 867 mn with increase in sales volume and opting for
reduced tax rates.
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AFL posted strong growth in terms of Rev/EBITDA/PAT (in Q4FY20) due to robust
performance of shrimp feed and shrimp processing businesses. We expect the
company’s volumes to be subdued in FY21E but will recover in FY22E on the back
of robust performance of shrimp feed and shrimp processing business while savings
in other expense and lower fixed costs will sustain EBITDA margins. Additional
capacity in shrimp processing business coupled with commencement of shrimp
hatchery business in FY21E and favorable demand and supply ensures robust
growth post FY21E. Company’s market leadership, technical expertise, strong client
base globally, healthy balance sheet, strong return ratios, further provides us
confidence and makes it an attractive bet. At CMP of ¥480, company is trading
at ~19x P/E FY20 which is at discount to its listed peers and thus we
recommend the stock as “"Accumulate On Dips”.
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Shrimp Value Chain

Hatchery Farming

Farming
i ( Y b ; Involves cultivation of
baby shrimp.
Typical Cycle of 90-
120 days

)

Hatchery
Involves production of specific
pathogen free shrimp seed
obtained from broodstock either

caught near sea or imported
from Florida or Hawaii.
Typical cycle 45-50 days.

" Value Addition Processing
Value Addition It includes washing,

.
Includes ready to eat Process"'g weighing, grinding,
category specially served P — freezing of shrimp
in food service chains in
countries such as USA.
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Consolidated Financials
T mn
Particulars __ Q4FY20 Q3FY20 Q4FY19  YoY  QoQ
Net Sales 10,348 9,227 8,577 20.6% 12.1%
Total Expenses 9,102 8,593 7,642 19.1% 5.9%
EBITDA 1246.3 634 935 33.3% 96.6%
EBITDA Margins 12.0% 6.9% 10.9% 114bps 517bps
Depreciation 96 91 90 6.7% 5.5%
EBIT 1150.3 543 845 36.1% 111.8%
EBIT Margins 11.1% 5.9% 9.9% 126bps 523bps
Interest 6.8 7 11 -38.2% -2.9%
Other Income 116.2 196 195 -40.4% -40.7%
PBT 1259.7 732 1029 22.4% 72.1%
Tax 273 142 263 3.7% 92.1%
PAT before MI 987 590 766 28.8% 67.3%
MI 120 110 80 50.0% 9.1%
PAT after MI 867 480 686 26.4% 80.6%
PAT margins 8.4% 5.2% 8.0% 37.9bps 318bps
EPS () 6.37 3.53 5.04 26.4% 80.6%

Source: Company Data, Way2Wealth Inst Equity
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Disclaimer

Analyst Certification: I, Yogita Desai, the research analyst and author of this report, hereby certify that the views expressed in this research report
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence
and objectivity in making any recommendations.

It is confirmed that Yogita Desai, the author of this report has not received any compensation from the companies mentioned in the report in the
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect,
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information
contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or
product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor
appropriate for every individual and are solely for the informational purposes of the readers. This material does not take into account the specific
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time.
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may
be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves
about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties,
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a
particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions
in it. Way2Wealth or any of its affiliates or employees 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. The recipients of this report should rely on their own investigations. In no event shall
Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or
lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but
are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable
political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an
offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of
this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have
interest in securities / positions, financial or otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement Avanti Feeds Ltd (ATFL) as on August 18", 2020

Name of the Security Avanti Feeds Ltd (ATFL)
Name of the analyst Yogita Desai
Analysts’ ownership of any stock related to the information NIL
contained

Financial Interest

Analyst : No
Analyst’s Relative : Yes / No No
Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained

Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.
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