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Moderator: Ladies and Gentlemen, Good Day and Welcome to the DFM Foods Limited Q1 FY 2017 

Earnings Conference Call. As a reminder, all participant lines will be in listen-only mode. And 

there will be an opportunity for you to ask questions after the presentation concludes. Should 

you need assistance during the conference call, please signal an operator by pressing ‘*’ and 

then ‘0’ on your touchtone phone. I now hand the conference over to Mr. Raghavendra 

Jaipuria. Thank you and over to you, sir!    

Raghavendra Jaipuria: Thank you, Good afternoon everyone and welcome to DFM Foods Q1FY17 earning 

conference call. Today for the call we have the senior management represented by Mr. Rohan 

Jain -- Deputy Managing Director; Mr. Rajiv Raina -- Executive Director; Mr. Rajiv Bhambri -

- Group CFO and Mr. Davinder Dogra -- Company CFO.  

Before we start the call, I would like to mention that in today’s conference call some of the 

statements might be forward-looking in nature.  

I would request Mr. Dogra to make his opening remarks. Thank you and over to you sir!  

Davinder Dogra: Thank you for joining us on the DFM Foods Q1FY17 Earnings Call. We trust you have 

received and reviewed our results.  

 During the quarter, sales grew by 10.06% as compared to the corresponding quarter and stood 

at Rs.75.26 crores. Sales were however down when compared with the previous quarter, as 

always the first quarter is the leanest quarter for the company with schools being closed, 

summer being at peak and consequently higher allocation of spends towards cold drinks and ice 

creams.  

 In the current year, the seasonality set in earlier than normal and seem to be more pronounced, 

this also delayed the change over to the new consumer promotion plan for the quarter thereby 

dampening sales. In addition to the general slack-in demand was observed for the industry as a 

whole during the quarter. Despite the above challenges we have been able to grow at a rate in 

excess of 10% when compared to the last year.  

Gross margins for the period stood at 39.09%, 90 bps lower than the last year and 50 bps lower 

then compared to the previous quarter. This was primarily driven by higher gift cost and some 

increase in vegetable oil prices, rest of the raw material prices and packing cost were by in 

large stable and in general do not seem to be cause of concern going forward.  

Employee cost stood at Rs.8.01 crores higher when compare to Rs.7.04 crores last year due to 

annual increments and recruitment made in Q1 of last year. As a percentage of sales however 

they were lower and under check at 10.07%.  
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Other expenses were in line and as a percentage of sales were 19.07% an improvement of 130 

bps.  

With the growth in sales and prudent cost management EBITDA grew by 17.03% and stood at 

Rs.7.01 crores for the quarter. EBITDA margin expanded by 50 basis points to 9.4%. As shared 

on the previous call, we had added a new capacity to our existing facility in December last year 

at a total cost of Rs.25 crores. This resulted in an increase in both, depreciation and interest cost 

when compared to last year. Though as a percentage of sales they were at the same level.  

PAT for the quarter was Rs.2.06 crores, up 23.04% when compared to last year but was lower 

than the previous quarter due reason discussed above.  

Coming to the distribution front, limited expansion was taken up during the quarter due to the 

lean season, work on the same has been taken up during the coming quarters, we have 

increased marketing spends and time with the expected seasonal turn around.  

Going forward with the schools having re-open and the worst of the season behind us, we are 

confident of the sales picking up in the coming quarters. We shall gain back the sales 

momentum in the latter half of the year with a back of innovative and aggressive marketing 

distribution and robust marketing services. Thank you.  

Moderator: Thank you. We our first question from Ajay Thakur from Anand Rathi Securities. 

Ajay Thakur: Have we taken any pricing action during the quarter or is there any plan of taking any pricing 

action?  

Management: Hi, Ajay, no we have not changed any prices during the quarter. There has been a change in 

VAT, VAT rate in Delhi for example which has been affected, it was 12.5%, it has now been 

revised to 5%, so we have taken that effect but there has been no price change on account of 

raw material price changes, etc.  

Ajay Thakur: Okay. As mentioned in the last quarter, there have been few recruitments in the sales and 

marketing division, can you throw some light on that and how many feet on street have we 

added and we are looking to expand and take this forward?  

Management: So without getting into the specific numbers which we can possibly discuss offline if you are 

interested. During the course of last year, we expanded our operations in the South zone as you 

are aware and that resulted in obviously recruitment of sales personnel on the ground in the 

South. We have got in place a regional manager to head the operation in South and the field 

staff as well. Apart from this there have been few recruitments in various other areas also like 

for example, we commissioned our new line in December last year which again resulted in 

recruitment of workers and staff at the factory level to manage the new line. So these 
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recruitments are the principle recruitment that have taken place over the last year, there have 

few other recruitments apart from these.  

Ajay Thakur: Okay. And one another question was on the stake sale by promoter, wanted to check what was 

the reason, if we can have some color on that and is there any other plan, is there more plans of 

you selling the stake and bringing it down or something like that?  

Management: There was no desire, I mean the objective of the stake sale by the promoters was not to bring 

down their holding that was not the reason why it was done. There were certain need for funds 

in our other companies which is why this transaction was done, there is no immediate plan of 

reducing this further. But it was not done with the intention of trying to reduce our 

shareholding in DFM Foods.  

Ajay Thakur: Okay. And the WestBridge open offer that would have lapsed, it would not have got any 

material kind of fruition.  

Management: It is not gone through yet, there are SEBI clearances that have to come their way and obviously 

the price is much higher than the open price. 

Moderator: We have the next question from the line of Vaibhav Joshi from Himalayan Fund.  

Vaibhav Joshi: How have we funded the CAPEX of Rs.70 crores is it through internal accruals or have you 

taken any debt for the same?  

Management: It is a mix between debt and internal accruals so, we typically have a 25% internal accrual and 

we have a 75% debt financing.  

Vaibhav Joshi: All right. And sir, what kind of products are you planning to come out through this second 

Brown field expansion?  

Management: Cannot answer that question right now, we are working on other products but the reason why 

this expansion was done was to make sure that we have enough headroom to grow our existing 

portfolio of products as the first priority. As we expand our operations to other zones and as 

well as grow our operations in existing zones, we expect that we would need capacity as we go 

forward. Last year during the peak season of Q3 and Q4 we were tight on capacity and in Q4 

despite the coming in of the new line in December, we were out of capacity. Keeping that in 

mind, we have decided to go ahead with an additional expansion, second brown field 

expansion at our greater Noida facility. So, this will also give us the ability to launch new 

products and we will look to do that over the course of the next 18 months or so.  

Moderator: We have our next question from the line of Tejas Shah from Spark Capital.  
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Tejas Shah: What was the mix between volume and price exchange and 11% revenue growth for this 

quarter?  

Management: As I said the only price change that happened was the price revision in Delhi owing to the 

change in the VAT rate, but that impact would have been not more than a 1% I mean, the VAT 

difference from 12.5% to 5% so, about 7.5% difference on Delhi sales which as a percentage 

of total sales and it is only the percentage of the total sales. So bulk of it is actually all volume 

growth.   

Tejas Shah: Is the distribution expansion outpacing your volume growth current run rate or is it in line with 

what distribution expansion you are doing right now? I mean is the percentage growth that we 

are seeing in sales outpacing the percentage of outlets that we are expanding 

Management: Well during the last year we grew by 35%, we had expanded towards the South zone but it is 

the same market/town sales that has also grown. During the first quarter of this year we have 

hardly taken up any expansion because this is the leanest quarter, schools are closed and 

money gets driven into soft drinks and ice cream and goes out of snack food. So, this is not 

perhaps the best time to expand distribution aggressively and keeping in mind we did not do 

that, which we will do over the coming quarter. So distribution will expand but we expect 

growth to come both from distribution expansion as well as market share gains and same store 

or same town sales growth in the coming quarters.  

Tejas Shah: Okay. And sir, lastly on GST, how will it impact our sector and how much price hike abilities 

if we have to take a price hike we can accommodate in our pricing.  

Management: Well it all depends on what happens with GST and what rate is decided as far as the GST is 

concerned. It may mean a price hike, it may not mean a price hike at all because it just depends 

on what the tax rate comes out to be and how we are affected. We will have a certain tax rate 

which we will have to calculate and then there will be a tax rate as per GST and then we will 

have to see what are the tax neutral rate for us and if the rate set by GST is higher then what is 

the tax neural rate for us then there is a need to do something. On the other hand if the GST 

rate is lower than you know my tax neutral rate then actually there is a saving for me.  

Tejas Shah: What is revenue neutral rate for you as of today?  

Management: We have not worked that out exactly.  

Moderator: We have our next question from the line of Aman Vij from Astute Investment Management.  

Aman Vij: I have two questions, first, on your distributor and retail reach as of now, could you throw 

some light on the numbers as well as what is it compared to the competitors? Second question 

is regarding our long-term strategy and entering newer market. I believe the freight cost at least 
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for the initial phase will be pretty higher, when you are expanding to newer regions until you 

have your own facilities running up at higher utilization level. So going forward say three 

years - four years down the line, do you see us setting up more plants in Pan India to cover 

other territories apart from Northern region which is as of now our base?  

Management: To answer your first question, to be honest, I do not know the competition numbers because 

we have not bought AC Nielson data so, it is difficult for me to give you a fix on what the 

other people’s numbers are. But last number we had shared was at the close of last year on the 

last con-call where we said our direct retail coverage was 2.5 lakh retail outlets and apart from 

this, this is a number we do not share every quarter. But this was the last estimate that we had 

given.  

As per your second question, you are absolutely right about the freight costs being high when 

it comes to servicing other zones, we realize this and you are absolutely right that over the next 

three years to four years as we expand and as zones other then North become large enough, it 

will warrant setting up capacity in other zones so, that is something we certainly foresee as we 

go forward over the next three years to five years.  

Moderator: We our have next question from the line of Mr. Pritesh Chheda from Lucky Investment 

Managers.  

Pritesh Chheda: Referring to your Annual Report, few comments were made in the Annual Report, I am trying 

to correlate what has happened in the quarter one. I think in the Annual Report it is clearly 

mentioned that most likely you are going to continue with the growth rate that you have 

recorded in FY'16. I was just wondering; you have a North operation where you might have a 

lot of distribution led growth which can certainly come in the numbers. However, a top-line 

growth of 10% is just a way away from the comments as well as our understanding of your 

business so, if you could just highlight a little bit on the growth side?  

Management: So as you know we do not give a specific guidance on the numbers, but you are right that our 

growth rate of 10% is clearly lower than the growth rate experience last year for the whole 

year. In quarter one of last year it was at ~10%, but it is lower than the rate of growth that we 

saw for the whole year last year. This year seasonality has been more pronounced as it was 

mentioned in the opening remarks. It seems that the seasonality set in earlier than expected, we 

saw sales start to slip on account of the season immediately after Holi which was on 23rd of 

March. Typically the seasonality comes in a little bit later in the second week - third week of 

April, this also resulted in slower change over from the Holi promotion to the next consumer 

promotion which then had us impact on sales as well.  

In general, there seem to be a slow down or slack in demand across the board, as you may have 

possibly seen by the results of some of the other companies. Going forward with the season 

turning around and with our bringing about focus on distribution expansion time with seasonal 



 DFM Foods Limited 
August 02, 2016 

 

 Page 7 of 16 

turnaround and also with marketing spends we would expect sales to certainly pick-up. Now 

how much they will pick-up and what exact growth rate we would record is a difficult question 

to answer.  

We did say in our Annual Report that we would like to keep up the momentum that we have 

seen in the current year, it does not necessarily mean that the growth rate will exactly match 

with that year. What we did see last year was that the growth rate which had slipped down to 

about 10% prior to last year which had actually picked up last year and partially it was driven 

by the change in our marketing strategy with us making about more and more innovation in 

our consumer promotions as well as increased marketing spends etc. And we would certainly 

like to grow at a rate which is in access of 10% and we will do our best in terms of both 

distribution expansion as well as innovative marketing, to try and see whether we can pull that 

growth rate up as we go forward.  

Pritesh Chheda: So, can you give some idea on what is the North and non-North business sizes?     

Management: Yes, sure. North is about 80% of the total business and non-North is therefore 20%.  

Pritesh Chheda: And in non-North which is the major one?  

Management: There has been a slight fluctuations in the current quarter but by in large I would say West and 

East are about ~8% each and then you have South which is about ~4%.  

Pritesh Chheda: Okay. So I am just wondering if you have to grow at a fast pace, you have a whole big non-

North territory which can help you continue at a much faster growth rate. This driver of the 

non-North was there for the last five years since we know the company and we have been 

tracking it. Is there any exceptionality in terms of growth which would have come in FY'16 

and hence we should not be extrapolating that do you think so? Or the assessment of non-

North market being fairly large and it is a given opportunity for increasing the business size, 

you should not look at FY'16 as a one-off event? Because it has only come in FY'16, in the last 

five years’ efforts of yours. 

Management: First of all the growth has actually come when we grew by 35% last year, we also saw North 

grow by in excess of 25%. So, it is not that this growth is primarily coming out of non-North 

regions. Yes, last year, we did bring about a differentiation in our marketing strategy which 

yielded good dividends. So, that clearly was something which we saw last year. Now, going 

forward we will continue to build upon that strategy, the change in the strategy will obviously 

be more drastic when you compare look at last year vis-à-vis the year before that and because 

we have built upon that strategy at the same time there are avenues of growth like you said, 

one way of growth is of course on account of same increasing market share. But as we said 

today, the urban population in the North zone is only about 40% of India’s population and 80% 

of our business is right in the North. As you rightly said it opens up a large opportunity for 
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expansion outside of North. Coming up with our new capacity it would also open up avenues 

to introduce new products which could obviously fuel growth as well. Of course, one does not 

know successful will they be, but certainly it is an area and avenue of growth of us well. So, 

there are various things that can be done and will look to be done over the course of next two 

years to up the growth rate from what we have seen in the first quarter.  

Pritesh Chheda: Okay. And my last question on the AMP side, as you build size in your business or let us say 

when I am looking at your FY'16 number you did about Rs.389 crores in the corresponding 

and A&P number was about Rs.17 crores. So, this Rs.17 crores how should we look at it in 

absolute terms, will this have a huge leverage setting in?  

Management: Not huge, the number are looking at is not purely TV advertising expenses.  

Pritesh Chheda: This is A&P I think 14.5% and 3.5%.  

Management: So for example, we do some trade promotions, not too many in the North but we do trade 

promotions for the retailer, etc., in non-North as a newer markets. Now with growing sales in 

those areas, that cost can actually go up. On the other hand, advertising cost, there will 

possibly be some leverage coming in the advertising cost which will not go up in proportion to 

the sales or may not go up in proportion to the sales. So in the advertising and promotion 

expenditure, the actual TV advertising expenditure coupled with the media expenditure is in 

the region of about 2.5% to 3%. So that may not go up, it may remain the same, it will depend. 

Pritesh Chheda: Okay. So half is where leverage is, the other half is where it is variable to the sales.  

Management: Yes, you can put it like that.  

Pritesh Chheda: Because 5% of sales was your expenditure last year, half may give you a leverage.  

Management: It may but then it also depends on, if we change our strategy vis-à-vis media and you know 

you may not reduce that, it will just depend on how we move forward. There is some positive 

leverage that could come there.  

Pritesh Chheda: Sir, just one follow-up, on the distribution side can you give some bit of idea in terms of your 

expansions plan and again there is this part corollary to the question I am trying to correlate 

with sales growth because there is so much of latent demand sitting in the system and when we 

saw this 10% growth we were just wondering what is happening to the ability, is it ability 

challenge to tap the latent demand or otherwise. 

Management: No, I do not think there is any major internal challenges. Challenges are more actually driven 

by in this quarter, as I said season has played its part and probably abnormally so, but 

challenges, we have been following a strategy where we are continuously changing our 
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consumer promotions. Every now and then we come up with a new consumer promotions we 

hope all of them will do and so far all of them have done well. Some will do better than others 

and some will do a little bit less. And those differences can come into play, but over a year 

they should all even out at some level. In terms of distribution numbers as I said, if you are 

really interested in some numbers we can possibly discuss them offline the last number we 

shared on the status was that we had 2.5 lakh retail outlets directly being reached in (+1) lakh 

towns. We will obviously look to expand our distribution in towns where we are not present 

across geographies. 

Pritesh Chheda: But you do not want to share the target of distribution expansion, it is a 20% growth or a 25% 

or 5% growth? 

Management: No, we would at this point not like to share the exact number that we are looking at but we 

would be looking at distribution expansion as we move forward. Last year limited distribution 

expansion could be affected apart from the South zone because of capacity constraints which 

started coming in towards the latter half of quarter two and then remained for quarter three and 

quarter four. This year again we are as you know investing in Brownfield expansion which we 

expect to get commissioned toward the end of the calendar year, that is a large expansion, 

potential of additional Rs.200 crores of revenue generation is possible that will give us head 

room for expansion from a geographic point of view as well as introduction of new products as 

and when we do that. We will look to expand distribution as we move forward from now.  

Pritesh Chheda: Where is that facility coming up sir?  

Management: It is in greater Noida itself, we have two factories one is in Ghaziabad and other in greater 

Noida so, in the greater Noida facility we are taking up a Brownfield expansion there.  

Pritesh Chheda: This Rs.70 crores when it will commence production?  

Management: I said end of the calendar year.  

Moderator: We have our next question from the line of Rohan Shah from Kroma LLP.  

Rohan Shah: I would like to know what percentage of your current sales for CRAX brand is at Rs.5 ticket 

size and what is that Rs.10? And the second question is would you attribute any of this slower 

growth for this quarter to newer competition? Thanks.  

Management: About 95% of our sales come from the Rs.5 pack at this point in time. Your second question 

was whether the sales slowdown or the lower growth rate in the current quarter is due to 

competition, no I do not think so.  

Moderator: We have our next question from the line of Sourabh Jain from Astute Investment Management.  
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Sourabh Jain: In the last quarter you talked about launching Rings category - Thai Sweet Chili flavor for 

CRAX. So just wanted your feedback on how that is doing?  

Management: Yes, you are right we launched it in January, in the fourth quarter of last financial. The 

response has been fairly good, I mean especially in non-North region it has been fairly well 

accepted and in North it is a little bit lower then expectation but you know we typically find 

that our flavor spread is actually more even in other zones apart from North. North is some 

reason much more dominated by Tomato and Masala. This is also post the launch in January 

we got two months of good season and then post that we have also entered a lean season 

period. In typically in a lean season it is the fringe flavors over lesser selling favors which are 

typically reduced the buying gets reduced by that the retail level, etc., the credit level 

everywhere because with the demand going out of the system or out of the snacking category 

or reducing typically the flavors are sort of cut back are the fringe ones or not the main ones. 

So I think we would probably give it another go and in quarter two we will I think end of the 

quarter two we will have a clearer picture as to where it stabilizes in the overall mix.  

Sourabh Jain: Understood. And our strength is primarily in the North but any new flavor that you launch you 

are actually able to get it to non-North also in what kind of time period.  

Management: The time period is essentially the same because of the distribution network, whatever extent 

we have been pushing products through that distribution network does not require a long time 

period, it can be pretty much be done at the same time all across.  

Sourabh Jain: Understood. And if I can get the break up the sales from CRAX Corn Rings, CRAX Namkeen 

and NATKHAT for FY'16?  

Management: For FY'16, I do not know exact number but broadly speaking I would say the rings is about 

80%-81% and then the balance is by in large split equally, almost equally may be a slight edge 

towards Namkeens.  

Sourabh Jain: Right and NATKHAT itself is also about 10%?  

Management: I would say may be Namkeen is 10%, NATKHAT will be about 8%-9% and Rings is about 

81%. Those could be rough numbers which you could work with.  

Sourabh Jain: Understood. And generally in the Corn Rings of 80% so I am imagining Chatpata to the 

primary flavor.  

Management: No, actually it is not, Chatpata is not a primary player, the most popular flavor is the Tomato 

flavor.  

Sourabh Jain: Okay. The original is the Tomato flavor?  
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Management: No, the original is not the Tomato flavor you are right when you say it is Chatpata because the 

original is the Chatpata flavor which was with the flavor with which we had launched CRAX 

but it is not exactly the top selling flavor, now in fact it has lower down and it is Tomato which 

is the major seller.  

Sourabh Jain: Understood. And what could Tomato be as a percentage of this?  

Management: We can discuss this offline, it is different in different zones if you are really interested maybe 

we can discuss it offline.  

Sourabh Jain: Understood. But it would be fair okay say it will be more than 50% of the sales of Corn Rings?  

Management: We will discuss it offline.  

Sourabh Jain: Understood. You know just on CRAX Corn Rings we have price points of Rs.5 and Rs.10 

amongst six flavors, have we ever thought of actually having a higher price point more than 

Rs.10 also?       

Management: We have thought, but we feel that right, it is the Rs.5 which is the dominant business. We are 

trying to push Rs.10 pack at this point of time. We do not have an immediate plan to put a 

product at a price point higher than Rs.10, with our target group being children between the 

age of 4 to 14 would have limited disposable income or pocket money. So at this point I think 

our focus remains on Rs.5 and also trying to push the Rs.10 so that eventually, we want this 

skew towards the Rs.5 to actually get more balanced between Rs.5 and Rs.10 over a period of 

time.  

Sourabh Jain: Right. Because I imagined that is a very impulsive and very snack on the go, but maybe there 

is a room for a party pack of Rs.20.  

Management: Possibly, we have to consider whether the target group would be the same or whether it will 

work amongst them or not. It is a thought worth considering and let us see whether that is 

something that we do.  

Sourabh Jain: And without taking names on competition, I mean any thoughts on other players who had 

actually come in to the corn rings category and you know how we are defending our tough 

against them?  

Management: Well we are doing, so there are quite a few players who have launched Rings, we are 

continuing to do what we feel we do best which is continue to make sure that we give quality 

product offerings, innovative in the marketing side and work on sustained distribution models 

which will help bring about sustained growth in the long run. And we have a very strong brand 

equity amongst children especially in the North and we are also fairly well-accepted across 
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other parts of the country and I think we keep our strategy focused I do not see why we should 

not be able to grow at the desired level.  

Sourabh Jain: Understood. And you know just a last follow-up question, on the retail outlets we are reaching 

out about 2.5 lakh retail outlets. So, would it be fair to assume that distribution points for a 

children’s product like CRAX is going to be the same as it is for Ruffle Lay's or Kurkure.   

Management: Yes, I think so.  

Sourabh Jain: So it be the same?  

Management: Pretty much same, yes.  

Moderator: We have our next question from the line of Mitul Mehta from Lucky Investment Management.  

Mitul Mehta: Rohan, I just wanted to ask you, there are various ways and means by which we can beef up 

our media spends. We have seen food companies, the inner wear companies, they kind of pay 

more attention on putting billboard near our touch points or near our retail points in terms of 

selling so that the brand recall increases in the mind of the kids or could we have some 

billboards where we see prominence of CRAX in virtually every urban cities? Is there any 

thought process to it? And second, what otherwise most of the kids are latched on to the 

cartoon network, but we do see kids seeing the national channels and we are yet not present in 

the national channel so far. So is there a thought to that also as far as our media spend goes?   

Management: So the first question regarding what kind of media spend we should do it, talked about 

billboards, etc., it is a good thought but we have found that the bank for buck or the return on 

investment on those kind of awareness creation strategies or recall strategies are little bit less 

for our product category and our TG. We feel that our product in shop acts as the best POP and 

making sure that our product is available and visible in the shop is a best POP we have 

experienced in the past, we have tried poster, anglers, etc., we feel that the product itself works 

best, we could look at billboards, etc., but I think given what happen the scalability is limited s 

and then there is a spend that you have to make for that. So I think our advertisements on TV 

serve as the primary awareness creation medium along with the packs in the outlets and that 

does a fair job, and I think the media is probably money is best spend in these two areas.  

On your second question, I think you used the word national perhaps the question was general, 

you know we are not on general entertainment channels because on cartoon channels we are 

present in all the national cartoon channels but I think your question may have been are we 

considering advertising on non-cartoon channels the general entertainment channels. We have 

tried it once and I do not have a conclusive answer on whether this is something that is going to 

really add value. It will possibly make your product, make the brand reach some newer sections 

who are not watching cartoons, but the kind of prices that you pay for general entertainment 
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channels are significantly higher because they are intended to reach housewives or the elder 

people. Thus, there is a bulk of your target group between the age group of 4 to 14 is actually 

reached by the cartoon channels, but there are section probably older may be towards the side 

of 14 who are not possibly reached to the best extent is in the cartoon channels but then we 

have to again ask ourselves whether the reach that incremental section of consumers is it worth 

spending 8x or 10x amount of money on general entertainment channels because you need to 

spend a minimum amount to generate a minimum threshold GRPs. We have found that it may 

not be the best utilization of funds but it is something that we have not written-off and we will 

look to consider again as we move forward.  

Mitul Mehta: And we have seen your NATKHAT and Namkeen products the traditional Namkeen product. 

Competitors like Balaji and all are extremely aggressive in those part of the segment. Do we as 

a company see any innovation as far as those products, because we have seen a lot innovation 

on the Ring side, but on the traditional Namkeen side is there any innovation that we can bring 

on the table for the consumers or they are more or less similar to what the other company does?  

Management: See as of now, our products are not very different from some of the other bigger Namkeen 

manufacturers be it Balaji or Haldiram or anybody else. To say that innovation is not possible I 

think it would be too stronger statement to make, the extrusion space offers more room for 

innovation, but I am sure there are opportunities, some incremental innovations are obviously 

possible even in the traditional Namkeen segment, actually have been much more on the 

extruded snack food space on the rings. So competition wise you mentioned Balaji, just to let 

you know our Namkeens and NATKHAT have only been sold in the North, Balaji is much 

more of West and Central India centric brand. So in the North we are selling Namkeens and 

NATKHAT only at this point in time. I am sure there is some innovation possible, we have not 

got time to spend a whole lot of time on pushing Namkeens, NATKHAT somehow, we have 

not been able to push because of capacity being constrained and all our focus has gone on 

Rings. So let us see whether we can actually try and push all the areas going forward.  

Mitul Mehta: And sir, my last question is, at any point of time when you decide to put in another Greenfield 

in a different locations typically what sort of investment outlay that we may have to incur on 

our Greenfield including land?  

Management: Yes, I think between Rs.50 crores and Rs.70 crores.  

Mitul Mehta: Rs.50 crores and Rs.70 crores.  

Management: It would depend on the land, it will depend on what size of investment we go with let us say the 

minimum investment would be in the region of around may be Rs.45 crores - Rs.50 crores and 

would give revenue generation of over Rs.100 crores.  
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Mitul Mehta: That is for the Greenfield and then once you put up a Greenfield I am sure you will design it in 

such a way that you will be able to add another Brownfield in the existing location.  

Management: That is right.   

Mitul Mehta: So obviously once you have those Brownfields your asset turns will be much healthier? 

Management: That is right, it would be similar to for example, in greater Noida when we added the first line 

we spend around Rs.70 crores but we could generate a revenue of Rs.200 crores and then 

(Inaudible) 44:15 spend Rs.25 crores and then we could get a revenue potential of Rs.100 

crores. So it depends, yes, with the incremental Brownfield expansions on the side certain asset 

turns would improve.  

Moderator: We have our next question from the line of Dhruv Bhatia from AUM Advisors.  

Saurabh: My question was, with the competitive environment in North who would be your principle 

competitor especially in the children’s food market and what kind of market share would you 

be having? 

Management: Difficult to answer that one on market share because it is difficult to track that and we do not 

subscribe to AC Nielsen data. So it would be little premature to talk about any hard numbers 

there. In terms of competition among children, in extruded snacks I do not think we should be 

so narrow, children also by Potato Chips, Kurkure and they also buy outside of the second 

category of course they buy confectionary as well but I think that may be going far. Because 

you are competing for the same, there may be products which are more similar to yours for 

example, Potato Chips would be completely different product but we would still have to 

consider Potato Chips as a competition when it comes to children because when a child has 

Rs.5 bucks in his pocket he could go and buy a packet of Potato Chips; or he could buy a pack 

of Kurkure; or he could buy a pack of CRAX. I think that selling any snack food at Rs.5 bucks 

or Rs.10 bucks is pretty much competitive.  

Saurabh: Sure, first to understand your expansion plans in the South and the West, what is your outlook 

in the next two years in terms of expanding your footprint? Would you do it with your own 

investment and production or would it be outsourced and what is your plans by the markets?  

Management: We are open to the outsourcing option, I mean I don’t think we are close to it but at this point I 

think the preferable option that we are leading towards is setting up our own because the 

outsourcing model that exists as of now it is not that there are whole lot of guys to there with 

top quality extruders ready with spare capacity to lease out. Outsourcing would also mean 

setting up fresh and if you are going to set up fresh then I think we may just prepare well 

ourselves. Certainly as we grow in other zones we would need to set up capacity outside North 

to be able to cater those zones effectively and efficiently. In all probability we would be doing 
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it ourselves, outsourcing partner who could have the same mind set, same quality 

understanding and wherewithal to actually meet the desired objectives.  

Saurabh: Would you expect the South and the West to be about 30% to 40% of your sales in the next 

couple of years?  

Management: I am not sure about that because North is also growing and if North continues to grow well and 

if West and East grow faster or if it still takes time to catch up, so not sure whether to reach that 

number but just West and South being 30%-40% that I think would be a number at equilibrium. 

If you had a per capita sales level which was similar across the board, across India that is when 

you would be looking at a number like that. So I do not think that would be achieved in a 

couple of years’ time.  

Saurabh: Sorry, last question, the North you mentioned there is still room, could you give us a sense of 

where do you see the under penetration for yourself and therefore has the headroom to grow, 

what markets are you looking where you don’t have as much as penetration as you think you 

can be?  

Management: I think there are gaps in several markets. There is no  one pocket which I can identify for you 

and say for example Delhi, is a very weak market for me, there is no market specifically I can 

pick-up for you like that. North has room to grow into two accounts; one let us say the industry 

is also growing, I do not have the exact rate of growth for the industry because again we do not 

subscribe to AC Nielsen but let us say the industry is also growing. So same market sales 

should grow purely on account even if I maintain my market share and the industry or the 

category is growing then we should grow, we could also grow at the cost of taking market 

share from others and we could also grow by increased frequency of consumption or expanding 

our customer base within an existing markets. Distribution on the one side but I mean if I look 

at with the marketing, with our increased visibility in the shops and brand saliency we could 

also expect the customer base within that existing market widening. We could also expect more 

frequency of consumption within by a particular customer. Those opportunities are also there 

but apart from that on the penetration side, obviously North being a traditional market for us 

and we have been around in the North for many years and in all the principle cities by and large 

we are reaching. Of course there may be gaps within those cities where you could probably 

look to expand your outlet base a little bit, etc., but then there are also gaps in still smaller 

towns, etc., would still of a gaps for penetration.  

Moderator: We have our next question from the line of Manish Poddar from Religare Capital. 

Manish Poddar: What is the definition of North, which all states are inclusive and what is the direct reach in 

North of the 250,000 outlets we have?  



 DFM Foods Limited 
August 02, 2016 

 

 Page 16 of 16 

Management: The definition of North that we have right now is we take all the Northern states which 

traditionally be a part of North like Delhi, Punjab, Haryana, UP, Himachal, J&K and Rajasthan. 

We have so far also clubbed Madhya Pradesh and Chhattisgarh as part of North which is often 

clubbed under the Western region. The specific number I think we can discuss it offline if you 

wish, on the North coverage.   

Manish Poddar: Okay. And if I may be correct, the Namkeen and the NATKHAT is the selling primarily in the 

North markets?  

Management: That is right, we are only selling in North as far as Namkeens and NATKHAT is concerned  

Manish Poddar: Okay. And what is generally the price increase which the company takes on an average in the 

last three years to four years and would it be primarily driven by the grammage reduction?  

Management: Yes, that is right, the price increase will be mostly done by grammage reduction because 

unfortunately we are in a category where the price points are very important in terms of being 

at Rs.5 or Rs.10, Rs.6 or Rs.7 typically have not worked well. So, therefore, the price increases 

happen mostly by way of grammage reduction. Average price increase is largely a function of 

what happens to raw material prices and if the raw material has an abnormal increase and it 

seems that it is there to stay after looking at where is other alternatives to efficiencies that if 

any that could be brought about, price increase of course would be the last resort. I think the 

last time we increased prices in April 2014 if I remember correctly, that was the last when we 

increased prices and we reduced that our offering in CRAX Rings from 16 grams to 15 grams.  

Moderator: Ladies and gentlemen, that was the last question. I would now like to hand the floor over to 

management for closing comments. Over to the management. 

Management: We thank you all for having joined the Earnings Call for DFM Foods. We hope with the 

seasonality, the worst of the season behind us we will look to gain back some of the momentum 

as we move forward. Hope to see you on the next call. Thank you.    

Moderator: Thank you, sir. Ladies and Gentlemen, on behalf of DFM Foods Limited, that concludes this 

conference. Thank you for joining us and you may now disconnect your lines. Thank you.  


