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Nestle India Ltd

Volumes shine; margins miss the mark

Reco/View: BUY CMP: Rs. 1,308 Price Target: Rs. 1,500

Quick Snapshot

e Nestle's Q3FY26 numbers were good, with strong volume-led revenue and PAT
growth, while margins fell y-o-y and missed our expectations.

e Revenue grew by 18.6% y-o0-y, OPM fell by 149 bps y-o0-y to 21.2% and adjusted
PAT grew by 29.4% y-0-y.

o Better volumes, lower raw material costs, and GST reduction combined with
increased investments in brands and manufacturing would drive improved
performance going ahead.

e Stock trades at 77x/64x/55x its FY26E/FY27E/FY28E EPS, respectively. We
maintain a Buy rating with a revised PT of Rs. 1,500.

Result overview

e Revenue grew by 18.6% y-0-y to Rs. 5,667 crore, beating our expectations, driven
by 18.3% y-0-y growth in the domestic business while export sales grew by
22.9% y-o0-y. Strong revenue growth can be attributed to strategic investments in
increasing capacity and brand building, supported by market recovery following
GST benefits.

e Among categories, confectionery, powdered & liquid beverages and prepared
dishes & cooking aid grew in double-digits with healthy volume growth.
Milk products & nutrition performed better after several quarters of muted
performance.

e Gross margin/OPM fell by 66 bps/149 bps y-o0-y to 55.7%/21.2%, respectively,
owing to input cost inflation and higher operating expenses. OPM missed our
expectation of 23%.

e Operating profit growth of 10.8% y-o0-y to Rs. 1,202 crore and higher other income
and lower interest cost led to 29.4% y-o-y growth in the adjusted PAT to Rs. 901
crore, ahead of our expectation. Reported PAT grew by 46.2% y-o-y to Rs. 1,018
crore.

e 9MFY26 revenue grew 11.6% y-o-y to Rs. 16,407 crore, OPM fell by 134 bps y-0-y
to 21.6% and adjusted PAT grew by 5.3% y-o0-y to 2,313 crore.

e The board declared an interim dividend of Rs. 7 per share for FY26.

Our Call

Strong position in the domestic foods market, innovative product portfolio,
focus on distribution expansion, capacity expansion and improving out-of-home
consumption will help Nestle compete and achieve better growth in a stable demand
environment. Volatile commodity prices are likely to keep a check on margins in the
near term. However, Nestle's strong pricing power and cost-saving strategies might
help it to mitigate margin pressure. The stock trades at 77x/64x/55x its FY26E/
FY27E/FY28E EPS, respectively. We maintain a Buy rating with a revised PT of Rs.
1,500.

Key Risks

Delay in demand recovery or regulatory hurdles in key food categories or a rise in
key input prices would act as a key risk to our earnings estimates.

Valuation (Standalone) Rs cr
Particulars FY24 (15M) FY25 FY26E FY27E FY28E
Revenue 24,394 20,202 22,695 25,772 28,747
OPM (%) 23.9 235 22.6 23.6 24.2
Adjusted PAT 3,928 3,082 3,278 3,933 4,563
Adj. diluted EPS (Rs.)* 16.3 16.0 17.0 20.4 23.7
P/E (x) 64.2 81.8 76.9 64.1 55.3
P/B (x) 94.3 61.2 62.4 61.2 52.3
EV/EBIDTA (x) 43.5 53.2 49.2 41.6 36.3
RONW (%)* 108.4 82.6 80.4 96.4 102.1
RoCE (%)* 126.5 90.3 86.4 109.2 119.1

Source: Company; Mirae Asset Sharekhan estimates; #FY24 financials are for 15 months due to change in financial
year from December 2023 to March 2024; *FY24 figures adjusted for 12 months.
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Result highlights

Confectionery: Posted robust double-digit growth driven by strong underlying volume growth, supported by significant
advertising spends, expansion of store presence and a wider range of products available, alongside rural market acceleration,
premiumization, and increased in-home penetration driven by quick commerce. KITKAT witnessed high double-digit volume
growth, especially in rural areas. MUNCH maintained its momentum with double-digit volume growth. MILKYBAR displayed
strong performance. Launched festival packs such as KITKAT Celebreak, KITKAT Goldenbreak. KITKAT Delights Salted
Caramel, Hazelnut, KITKAT Dark Sharebag, and KITKAT Duo, continued to deliver strong performance.

Powdered and Liquid Beverages: Marked 18 consecutive quarters of double-digit revenue growth in Q3. NESCAFE CLASSIC,
NESCAFE SUNRISE, and NESCAFE GOLD continued to drive strong momentum. NESCAFE Ready-To-Drink cold coffee saw
strong growth.

Prepared Dishes and Cooking Aids: Registered strong double-digit value growth on the back of accelerated volume growth.
MAGGI Noodles delivered a double-digit volume growth. Masala-ae-Magic continued its strong run by continuing to focus on
building household penetration and usage frequency.

Milk Products and Nutrition: Showed improved performance and posted mid-single-digit growth, with certain segments
delivering promising growth while others exhibited muted performance. MILKMAID continued its strong growth momentum.
EVERYDAY showed recovery in key geographies. Toddler milk products performed well and reported market share gains.

Pet Food business: Reported strong double-digit growth. The PRO PLAN dog range was expanded with the introduction of
an entry pack to encourage trial for the brand.

In the premium segment, NESPRESSO's growth path continued, buoyed by strong momentum during the festive season.

Out-of-Home business, Nestlé Professional: Continued its robust momentum and delivered double-digit growth as well.
It witnessed significant expansion across core categories, including Beverage Vending Solutions, Confectionery, and MAGGI
Coconut Milk Powder.

General Trade: Delivered strong double-digit growth, marking a significant acceleration compared to previous quarters, with
robust performance across all town classes, led by rural markets. Technology has been a key enabler of this progress, with
the adoption of DMS at sub-distributor levels further strengthening retailer engagement and improving asset deployment
inrural areas.

E-Commerce: Sustained strong growth, supported by impactful new product launches, improved platform availability and
robust festive activations.

Organized Trade: Continued its strong broad-based growth across categories, led by festive activations and new product
launch scale-up.

Exports: Posted high double-digit growth, driven by strong demand across product groups. Coffee continued to perform
well. The company expanded its product portfolio in Thailand and Papua New Guinea by introducing new SKUs of MUNCH
wafer chocolates. In B2B, it added new customers for Instant Tea, further enhancing market presence.

Raw materials: Milk prices have not softened despite the flush season, driven by robust demand. Edible oil prices remain
elevated and are expected to trade sideways in the first half of 2026. The upcoming wheat harvest in April 2026 looks
promising. Coffee prices have stabilized at lower levels than last year due to favourable crop yields in both Vietnam and India.
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Results (Standalone)

Particulars
Net Sales

Other Operating income

Total Revenue

Raw Material Cost

Employee Cost

Other Expenses

Total Operating Cost

Operating Profit

Other Income

Interest & Other Financial Cost

Depreciation

Profit Before Tax

Tax Expense
Adjusted PAT
Exceptional Items
Reported PAT

Adj. diluted EPS (Rs)

GPM (%)
OPM (%)
NPM (%)
Tax rate (%)

Source: Company; Mirae Asset Sharekhan Research

Additional Data

Top 10 shareholders

Sr. No. Holder Name

1
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10

Life Insurance Corp of India
Vanguard Group Inc.

BlackRock Inc.

SBI Funds Management Co. Ltd.
ICICI Prudential AMC Ltd.

UTI Asset Management Co. Ltd.
Norges Bank

Goldman Sachs Group Inc.
Nippon Life India AMC Ltd.
Credit Agricole Group

Source: Bloomberg
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Q3FY26
5,643.5
235
5,667.0
2,508.8
591.0
1,365.2
4,465.0
1,202.1
11.7
28.3
174.4
1,011.1
110.5
900.7
-117.4
1,018.1
4.7

55.7
21.2
18.0
10.9

Holding (%)
6.04
1.61
1.41
0.89
0.80
0.63
0.37
0.27
0.26
0.23

Q3FY25
4,762.1
17.6
4,779.7
2,084.6
494.7
1,115.5
3,694.8
1,084.9
4.4
34.6
1325
922.3
226.1
696.1
0.0
696.1
3.6

56.4
22.7
14.6
24.5

Rs cr

Y-0-Y % Q2FY26 Q-0-Q %
18.5 5,630.2 0.2
336 13.4 75.8
18.6 5,643.6 0.4
20.4 2,578.1 2.7
19.5 536.7 10.1
224 1,292.2 5.6
20.8 4,407.0 1.3
10.8 1,236.6 -2.8
1.6 -

-18.4 46.4 -39.1
31.6 163.4 6.8
9.6 1,028.5 -1.7
-51.2 275.3 -59.9
294 753.2 19.6
0.0 -

46.2 753.2 35.2
29.4 3.9 19.6
bps bps
-66 54.3 141
-149 21.9 -70
340 133 462
26.8 -

Key management personnel

Name
Manish Tiwary

Edouard Mac Nab

Pramod Kumar Rai

Source: Company Website

Designation
Chairman-Managing Director

Executive Director - Finance and Control
and CFO

Company Secretary and Compliance
Officer

Mirae Asset Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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Date: 2026.02.02
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DISCLAIMER

This research report (“Report”) has been issued by Sharekhan Limited (“Mirae Asset Sharekhan”), and is intended for use only by the person or entity to which
it is addressed to. This Report may contain confidential and/or privileged material and is not for any type of circulation, and any review, retransmission, or any
other use is strictly prohibited unless specifically permitted by Mirae Asset Sharekhan. This Report is subject to change without prior notice.

Recommendation in reports is based on technical and derivatives analysis and based on studying charts of a stock’s price movement, trading volume, and
outstanding positions, as opposed to focusing on a company’s fundamentals and as such, may not match with a report on a company’s fundamentals. However,
this would only apply to information/ documents focused on technical and derivatives research and shall not apply to reports/ documents/ information focused
on fundamental research.

This Report does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction.
Though disseminated to all customers who are due to receive the same without discrimination, not all customers may receive this report at the same time. Mirae
Asset Sharekhan will not treat recipients as customers only by virtue of their receiving this Report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable, and Mirae Asset Sharekhan has not
independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While we would endeavor to update
the information herein on a reasonable basis, Mirae Asset Sharekhan, its subsidiaries and associated companies, their directors, and employees (“Affiliates”)
are under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other reasons that may prevent Mirae Asset
Sharekhan and its affiliates from doing so. This Report is prepared for assistance only and is not intended to be and must not alone be taken as the basis for
an investment decision. Recipients of this Report should also be aware that past performance is not necessarily a guide to future performance, and the value
of investments can go down as well. The user assumes the entire risk of any use made of this information. Each recipient of this Report should make such
investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this Report (including
the merits and risks involved) and should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views
expressed may not be suitable for all investors. We do not undertake to advise you as to any change of our views. Affiliates of, and/ or other individual analysts
employed by Mirae Asset Sharekhan may have issued other recommendations/ reports that are inconsistent with and reach different conclusions from the
information presented in this Report. The reports may reflect different assumptions, views and analytical methods of the analysts who prepared them. Mirae
Asset Sharekhan may make investment or other decisions that are inconsistent with the opinions and views expressed in this Report. The views and opinions
expressed in this Report may vary from or contradict with the report, views, estimates, rating, and target price if any provided/ issued by entity(ies) within or
outside the group or other team(s) within Mirae Asset Sharekhan basis various factors including but not limited to rating criteria, valuation methodologies,
assumptions, accounting methodologies, etc.

This Report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country
or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Mirae Asset Sharekhan
and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all
jurisdictions or to a certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe
such restrictions.

The analyst certifies that the analyst might have dealt or traded directly or indirectly in the securities of the company and that all the views expressed in this
Report accurately reflect his or her personal views about the subject company or companies and its or their securities. The analyst and Mirae Asset Sharekhan
further certifies that either he or his relatives or Mirae Asset Sharekhan or their associates might have direct or indirect financial interest or might have actual
or beneficial ownership of 1% or more in the securities of the company at the end of the month immediately preceding the date of publication of the Report.
The analyst and Mirae Asset Sharekhan encourage independence in research report/ material preparation and strive to minimize conflict in the preparation of
the research report. The analyst and Mirae Asset Sharekhan and their associates have not served as officers, directors or employees of the subject company.
The analyst and Mirae Asset Sharekhan or its associates may have managed or co-managed the public offerings of the company. Mirae Asset Sharekhan, or its
associates, or analysts may have received compensation for investment banking, merchant banking, brokerage services or received compensation for products
or services other than investment banking, merchant banking or brokerage services from the subject company or from a third party in the past twelve months
in connection with the Report, or received any other compensation or benefits from the subject company or other third party in connection with this Report.
Mirae Asset Sharekhan or its associates have not been debarred/ suspended by the Securities and Exchange Board of India (“SEBI") or any other regulatory
authority for accessing/ dealing in securities market. Mirae Asset Sharekhan or its associates or research analyst or his/her relatives may have financial interest
or any other material conflict of interest in the subject company of this research report at the time of publication of the research report or at the time of public
appearance. Further, please note that Mirae Asset Sharekhan or its research analysts or their associate(s) have not used artificial intelligence tools in providing
research services.

Either Mirae Asset Sharekhan or its Affiliates or its directors or employees/representatives/clients or their relatives may have position(s), make market, act as
principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities of the subject
company or related securities referred to in this Report and they may have used the information set forth herein before publication. Mirae Asset Sharekhan may
from time to time solicit from, or perform investment banking or other services for, any company mentioned herein. Without limiting any of the foregoing, in
no event shall Mirae Asset Sharekhan, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability
for any damages of any kind.

Forward-looking statements (if any) are provided to allow potential investors the opportunity to understand management’s beliefs and opinions in respect of the
future so that they may use such beliefs and opinions as one factor in evaluating an investment. These statements are not a guarantee of future performance,
and undue reliance should not be placed on them. Such forward-looking statements necessarily involve known and unknown risks and uncertainties, which may
cause actual performance and financial results in future periods to differ materially from any projections of future performance or results expressed or implied
by such forward-looking statements. Mirae Asset Sharekhan and its Affiliates undertake no obligation to update forward-looking statements if circumstances or
management's estimates or opinions should change, except as required by applicable securities laws. The reader/ investors are cautioned not to place undue
reliance on forward-looking statements and use their independent judgment before taking any investment decision.

Investment in securities market is subject to market risks, read all the related documents carefully before investing. The securities quoted are for illustration
only and are not recommendatory. Registration granted by SEBI, and certification from NISM in no way guarantee performance of the intermediary or provide
any assurance of returns to investors.

Mirae Asset Sharekhan has been ranked as India’s No.1 Retail Broker by Asia money Brokers Poll 2023. For more details, visit bit.ly/AsiamoneyPoll
Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges on www.sharekhan.com

Most Important Terms and Conditions (MITC) for MASK research services can be viewed on Sharekhan website under
https://www.sharekhan.com/MediaGalary/Common/MITC Sharekhan.pdf

Registered Office: 1st Floor, Tower No. 3, Equinox Business Park, LBS Marg, Off BKC, Kurla (West), Mumbai 400 070, Maharashtra, India. Tel: 022-67502000.

Correspondence/Administrative Office Address: Gigaplex IT Park, Unit No 1001, 10th Floor, Building No. 9, TTC Industrial Area, Digha, Airoli-West,
Navi Mumbai - 400708. Tel: 022 61169000 / 61150000, Fax No. 61169699.

Registration and Contact Details: Name of Research Analyst - Sharekhan Limited - (AMFI-registered Mutual Fund Distributor), Research Analyst Regn No.:
INH000006183. CIN: U99999MH1995PLC087498.

SEBI Regn. Nos.: BSE / NSE (CASH / F&O / CD) / MCX - Commodity: INZ000171337; BSE - 748, NSE - 10733, MCX - 56125, DP: NSDL/CDSL-IN-DP-365-2018; PMS:
INP000005786; Mutual Fund: ARN 20669 (date of initial registration: 03/07/2004, and valid till 02/07/2026); IRDAI Registered Corporate Agent (Composite)
License No. CA0950, valid till June 13, 2027.

Compliance Officer: Mr. Joby John Meledan; Tel: 022-4657 3809; email id: complianceofficer@sharekhan.com
For any complaints/ grievances, email us at igc@sharekhan.com, or you may even call the Customer Service desk on 022-41523200 / 022-61151111.
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