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Rs 46AVT Natural Products

A leading player in food & feed ingredients from natural raw materials

AVT Natural is a leading manufacturer of plant-based extracts and natural ingredients
solutions. The company specializes in the extraction of colors and flavors from natural
source. The company is a 100% EOU involved in Agribusiness. The company serves
the food, beverage, animal nutrition and nutraceutical industries of the world.

The company has extensive in-house extraction technology for the isolation and
standardization of high-quality oils, oleoresins, extracts, and spices. Extraction
processes can be customized to meet customer needs. Its proprietary purification and
sterilization processes ensure the purity and safety of finished products.

The state-of-the-art production facilities in Cochin and Bangalore have capabilities to
offer a variety of stable and dust-free delivery formats. Depending on the desired
application, delivery formats include granulated powders, fat-encapsulated beadlets,
water-soluble granules, tinctures, or infused oils. All formats are 100% dust free and
shelf-stable. Delivery formats can be customized for optimal stability, bioavailability,
and handling.

The company process 70,000 tons of plant material and 5,000 tons of plant extracts
each year through 2 manufacturing facilities.

The Company has 2 wholly owned subsidiaries, namely AVT Natural Europe Ltd., U.K.
& AVT Natural S.A. DE C.V., Mexico. AVT Natural Europe Ltd., has 2 subsidiaries, AVT
Tea Services North America LLC and AVT Natural North America Inc (incorporated on
25th March, 2020). The wholly owned subsidiaries are responsible for the sales and
marketing activities of value added teas, animal nutrition products and other natural
extracts.

The company is immensely successful and popular in the global food ingredients
industry. The company’s passion for new initiatives, commitment to quality and
emphasis on sustainable businesses practices, has enabled it to create world class
businesses and emerge as leaders in chosen business areas. The various certifications
attained by it speak volumes about its quality standards and food safety norms. The
promoters hold 74.96% stake in the company.

A well-diversified product range catering to diverse markets

The company deals in four product categories (A). marigold extracts for eye care, food
colouring & poultry pigmentation accounting for 41.7% of total turnover, (B) spice
oleoresin and oils for food colouring and flavouring accounting for 30.6% of turnover,
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FINANCIALS SUMMARY

SALES OPM OP OTHER PBIDT INT PBDT DEPN. PBT TAX PAT EPS

(%) INC. (Rs)*

1803 (12) 327.99 9.95 32.62 12.92 45.54 2.54 43.00 7.16 35.84 11.63 24.21 1.60

1903 (12) 339.15 12.29 41.69 4.10 45.79 5.09 40.70 10.85 29.85 9.01 20.84 1.40

2003 (12) 396.41 14.40 57.09 6.99 64.08 5.56 58.52 13.72 44.80 10.80 34.00 2.20

2103 (12P) 474.74 14.37 68.21 4.97 73.18 3.65 69.53 15.40 54.13 13.70 40.43 2.70

2203 (12P) 550.70 14.50 79.85 5.46 85.32 3.40 81.92 17.71 64.21 16.24 47.96 3.10

* on current equity of Rs 15.23 crore. Face Value: Rs 1 each. Figures in crore,
(P): Projections. Source: Capitaline  Database
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(C) value added teas - decaffeinated teas and instant teas accounting for 26.5%
of turnover and animal nutrition accounting for 1.1% of turnover.

Geography wise, America accounted for 52.7% of the revenues, Europe 23.6%
and others at 23.7%.

A large player in marigold oleoresin

The Company is the largest exporter of marigold oleoresin for the international
feed pigment market and is renowned for developing the most successful
marigold contract farming program in India. It provides natural solutions for
antibiotic replacers, growth promoters and immunomodulators for the global
poultry, ruminant and swine markets. The company also continually strives to
develop innovative and sustainable animal nutrition solutions, with its
organizational partners.

Aggressively expanding marigold acreage and farmer base

The company is the only company in the world in Marigold industry which has
own cultivation as well as processing facilities. The Company is very positive
on the future outlook. Marigold is expected to remain as the key business
segment contributing to both the topline and bottom line. The company is
proposing to aggressively increase the acreage under cultivation by expanding
the farmer base. The marigold feed grade prices are looking favourable. With
timely rains, the Company is expected to ramp up overall volume this year.

The company continues to invest significant resources in Hybrid seed
development for Marigold. It will introduce 2 new hybrids this year which will
deliver higher yields and product recoveries. This is expected to provide
significant edge to the company over competition in the coming years.

The ongoing seed development program has yielded results with new variants
of hybrids. After thorough testing and screening a new hybrid has been selected
for commercial seed and flower production. This Hybrid will be cultivated on
approximately 500 acre during the Summer/Monsoon season in 2020, with the
goal of producing enough seed to expand the commercial area in 2021. Seed
production techniques for in-house production have been standardized during
2019-20 and will be expanded this coming season.

The company offers full integration from seed to feed or fork including seed
selection, breeding, and cultivation for some species of plants. The company
has in-house experts creating own breeds of plants, and works with over 20,000
contract farmers to ensure optimal and sustainable growing conditions.

A leading player in many other niche products

Food Ingredients: The Company is a major manufacturer of spice oleoresins,
natural colors, flavor extracts and antioxidants for the global food ingredients
markets. In addition, the company also offers a range of dietary fibers and
protein extracts for the food, supplement and nutrition markets.

Nutraceutical Extracts: The Company is a major manufacturer of lutein and
zeaxanthin for the global market and holds a strong strategic alliance with
Kemin Industries USA, the world leader for these compounds in the international
eye care market. In addition, it is the leading manufacturer of specialty natural
extracts and antioxidants for the nutraceutical, dietary supplement and sports
nutrition markets.
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Decaffeinated Teas: The Company has pioneered the manufacture of
decaffeinated teas in India and is now the leading supplier for international
markets. The company has long term marketing associations with market leaders
in North America, including Harris Freeman. The company produces ethyl acetate
and methylene chloride decaffeinated teas for the North American and UK markets
respectively.

Instant Teas: The Company offers a wide range of soluble - instant and green
tea powders for the international markets. The company remains a respected
supplier to some of the most prominent customers in the industry, such as
Unilever, Nestle and Coca-Cola. The manufacturing facilities and product
development capabilities of the company are amongst the best is the world.

Focus on maintaining margins in spice oleoresins segment

Spice Oleoresin segment continues to be a pillar of strength for the Company.
The focus is on winning key customer accounts and simultaneously growing
the high margin products to protect the overall business contribution. In Spice
oleoresins segment, the Company continues to focus on increasing the topline
while retaining the margins in the years to come. Even in an increasing competitive
landscape, the business is expected to remain steady with a focus on growing
the specialty products within the business to protect the overall margins. The
Company continues to give thrust on increasing the volumes in certain specific
geographies where higher margins can be garnered.

Tea business emerging stronger

Instant Tea segment has been recognized as a major growth area. The company
has continued to expand its customer base. It expects to clock over 1000 tonnes
product sales in the coming year with addition of more customers into the fold.
Moreover, the Company continues to work closely with multinationals with the
objective of garnering greater share of all their individual associates’ businesses
across geographies. The value-added tea business vertical is expected to grow
as a key pillar for the Company in the years to come.

Value-added Tea segment faces stiff competition from Chinese and European
players. Competition has aggressively tried to win back the market share they
have lost in the preceding years. The Company was able to successfully tide
these challenges through a focused approach on winning key customer accounts,
newer additions to its customer base, increased production efficiencies and
strategic raw material purchases to protect the margins. The Company has worked
closely with key multinationals to meet their specific requirements through
consistent innovation and product development. This focused approach has
yielded positive results and continues to consolidate the Company’s position in
the value added tea market.

Foray into the global animal nutrition market to be rewarding

The Company’s foray into the Global animal nutrition market is expected to
reap rewards in the years to come. The shift in animal feed market to natural
ingredients presents a large opportunity. The Company is leveraging its
knowledge in natural ingredients to introduce innovative new ingredients into
the market. This segment is expected to contribute to the business significantly
and grow as a key pillar going forward. The new Animal Nutrition division will
remain an area of strategic importance, with new product offerings, new markets
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and new customers. The Company continues to work on key customers and
invest in market and product development.

Emphasis on R&D and new products bearing fruits

The company continues to invest in R&D and expect to invest in new product
lines as opportunities emerge. The company has invested in process improvements
and extraction technologies that bring about cost reductions and improved
efficiencies in the manufacturing process. It continues to invest in developing
new products to add to the ingredients portfolio. The significant investment into
new market segments has allowed the company to expand its operations. Value
added, solution based approach will allow the company to build a sustainable
new division outside of Food and Beverage and Nutraceuticals.

The company proposes to launch two new business divisions this year targeting
new market segments.

Through ongoing research and development program, focused on the discovery
of bioactive natural products, the company expects to soon introduce a range of
natural, plant-based pest management and crop protection products.

The Company has expanded its product range in the food & beverages market with
new natural ingredients. The company has invested in the processing of Rosemary,
a widely used ingredient in the F&B market for its anti-oxidant properties.

The company has entered into a strategic 5-year agreement with Kemin Industries
Inc., USA, one of the largest players in the antioxidant space, to service their
requirement for this product.

India’s oleoresins exports are growing in spite of the pandemic

India’s oleoresins exports halved to Rs 325 crore in 2014-15 and further dipped
to Rs 298 crore in 2015-16. Oleoresins exports recovered to Rs 344 crore in
2016-17, but remained flat at Rs 342 crore in 2017-18 and Rs 347 crore in 2018-
19. However, India’s oleoresins exports have exhibited healthy recovery rising
sharply to Rs 562 crore in 2019-20. Despite global pandemic situation and decline
in India’s overall exports, the exports of oleoresins have touched Rs 184 crore in
first three months of 2020-21, which is 33% of last year’s exports.

Strong financial health, substantially reduces debt

The company has adequate liquidity to meet all its commitments. The company
has also implemented stringent cost control measures across the organization to
conserve cash to address any evolving situation resulting from the pandemic.

The company has not availed any moratorium from repayment of term loan
installments for working capital interest offered by the banks. The company does
not foresee any major challenges or incremental risk in realizing its receivables
during this period.

The company has substantially reduced its consolidated net debt to Rs 27.02
crore end March 2020 from Rs 69.66 crore end March 2019. The gearing ratio,
ratio of net debt to networth has improved from 27.7% end March 2019 to 9.8%
end March 2020.

No major impact of Covid 19

The company had temporarily suspended its commercial operation in accordance
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with the Government lockdown declaration on 24 March 2020. However, the
operations were restarted from the second week of April 2020 after receiving
necessary approvals and implementation of all safety protocols.

Being primarily in the food industry, the company has not seen any adverse
impact on the demand for its products. After restarting its operations, the company
has been able to maintain its operation at optimum scale.

A-grade show in Q1FY2021

AVT Natural Products’ consolidated net sales rose 40% during Q1FY21 to Rs
104.51 crore compared to corresponding previous year quarter. Operating margins
of the company rose 130 bps to 13.9%. As a result operating profit of the
company rose 54% to Rs 14.52 crore. Other income of the company fell to Rs 36
lakh compared to Rs 1.23 crore in Q1FY’20. Interest cost was Rs 69 lakh compared
to Rs 1.86 crore in the corresponding previous year period. Depreciation rose
13% to Rs 3.73 crore. PBT as a result rose 91% to Rs 10.46 crore. The company’s
net profit was up 51% at Rs 7.82 crore.

Valuation

For FY2021, we expect the company to register consolidated sales of Rs 474.74
crore and PAT of Rs 40.43 crore. This gives a consolidated EPS of Rs 2.7. This
EPS is likely to rise to Rs 3.1 in FY2022 on sales of Rs 550.70 crore and PAT of Rs
47.96 crore. At current market price of around Rs 46, the scrip trades around 15
times its expected FY2022 earnings.
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AVT NATURAL PRODUCTS: CONSOLIDATED RESULTS

PARTICULARS 2006 (3) 1906 (3) VAR. (%) 2003 (12) 1903 (12) VAR. (%)

Sales 104.51 74.47 40 396.41 339.15 17

OPM (%) 13.90 12.61 14.40 12.29

OP 14.53 9.39 55 57.09 41.69 37

Other income 0.36 1.23 -71 6.99 4.10 70

PBIDT 14.89 10.62 40 64.08 45.79 40

Interest 0.69 1.86 -63 5.56 5.09 9

PBDT 14.20 8.76 62 58.52 40.70 44

Depreciation 3.73 3.30 13 13.72 10.85 26

PBT 10.47 5.46 92 44.80 29.85 50

Tax 2.65 0.27 881 10.80 9.01 20

Profit After Tax 7.82 5.19 51 34.00 20.84 63

Minority Interest (MI) 0.00 0.00 - 0.00 0.00 -

PP&L of Associate Company 0.00 0.00 - 0.00 0.00 -

Net Profit 7.82 5.19 51 34.00 20.84 63

EPS (Rs)* 2.1 1.4 2.2 1.4

* on current equity of Rs 15.23 crore. Face Value: Rs 1 each. Figures in crore,

Source: Capitaline Corporate Databases
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