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Moderator:  Good day ladies and gentlemen and welcome to the DFM Foods Limited Q3 FY16 earnings 

conference call. As a reminder all participant lines will be in the listen-only mode. There will 

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

assistance during this conference call please signal an operator by pressing ‘*’ then ‘0’ on your 

touchtone phone. Please note that this conference is being recorded. I now hand the conference 

over to Mr. Raghavendra Jaipuria from Perfect Relations, thank you and over to you sir.  

Raghavendra Jaipuria:  Thank you Mallika. Welcome to DFM Foods earning conference call. Today for the call we 

have the top management represented by Mr. Rohan Jain – Deputy Managing Director, Mr. 

Rohan Jain – Executive Director, Mr. Rajiv Bhambri – Group CFO and Mr. Davinder Dogra – 

Company CFO to address the call. Before we start I would like to mention that in today’s 

conference call some of the statements might be forward looking in nature. At this point of 

time I would request Mr. Raina to make his opening remarks. Thank you and over to you sir. 

Rajiv Raina :  Thank you. During the quarter the company recorded a robust sales growth of 47% at Rs.101.3 

crores over the corresponding quarter of last year and 4.3% over the previous quarter. As you 

all know seasonally from the second quarter onwards we see a pickup in sales. We are happy to 

see the momentum continue this quarter as well on the back of innovative marketing 

promotions for Crax corn rings. 

During the quarter the company continued to offer differentiated gifts backed by TV 

advertising which were extremely well received by our target group. The increased sales 

resulted in higher gross profits of Rs.39 crores up 43% as compared to the corresponding 

quarter. Margins which stood at 38.4% were however lower by 100 bps on account of higher 

gift costs. When compared to the previous quarter margin expanded by 230 bps on account of 

lower cost of gifts, laminates in refined oil. 

 Employee Costs were higher when compared to last year on account of the ongoing 

recruitments towards strengthening of the senior management team; higher contract labor costs 

owing to higher production and addition of the South zone sales team which did not exist 

during the same period last year. As a percentage of sales however with turnover increasing, 

the employee costs are lower by 90 bps at 8.7%. 

 Other Expenses too were under check and as a percentage of sales stood at 17.2% down 305 

bps as compared to corresponding quarter. This operating leverage helped EBITDA margins 

expand by 290 bps to 12.5%. EBITDA for the period stood at Rs.12.7 crores a growth of 

91.4%. PAT for the quarter more than doubled to Rs. 6.6 crores on year-on-year basis and was 

up 39% compared to the previous quarter. 

 Coming to the nine months performance, innovative marketing helped improve the overall 

sales to grow two Rs. 266 crores, a robust increase of 30.7%, gross profit margins was slightly 
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down due to higher cost of innovative gifts to 38.2%. This was however more than paid for by 

the incremental sales. The higher sales and moderate operating costs helped EBITDA to grow 

by 41% to Rs. 28.6 crores and correspondingly the margin expanded by 80 bps. PAT for the 

nine months stood at Rs. 13.4 crores, a growth of 63% over last year.  

As mentioned in our previous calls we had decided to expand our production capacity by way 

of a Brownfield expansion in our Great Noida manufacturing facility. The same was 

commissioned successfully during the quarter. The total cost of the project was Rs.25 crores 

and shall have an increment revenue generation potential of Rs.100 crores per annum. Given 

that the new line was only commissioned in December we were constrained for capacity for 

most of the quarter. Accordingly, our marketing initiatives were restrictive to Crax corn rings 

with no marketing being taken up for Natkhat. Even on the distribution front, expansion was 

limited to the three metro cities of the South zone. With the additional capacity now in place 

we will continue to build on our marketing efforts on Rings as well as look to initiate 

marketing campaign for Natkhat. Further we will also work on expanding our distribution 

across geographies while simultaneously improving distribution efficiencies. With this strategy 

in place we feel confident of sustaining the recent growth momentum going forward despite 

slow macro demand. 

Lastly, keeping in mind the future growth we have decided to invest in a second round of 

Brownfield expansion at our Greater Noida facility. We expect the line to get commissioned 

towards the end of the calendar year. The total cost of the project is estimated at Rs.55 crores 

and shall have a revenue general potential of Rs. 200 crores per annum.  

Moderator: The first question is from the line of Mitul Mehta from Lucky Investments.  

Mitul Mehta: When we do some basic ground analysis what we understand is that when we talk to some of 

the grocers or where we actually sell i.e. our point of sale, they say that because of the toy in 

the Rs. 5 pack the demand is much higher. Is this the only driver of sales or can you help us to 

understand as to what are the key factors that is driving these kind of growth? The other part I 

want to ask you is that in recent times we have seen competitive landscape building up 

significantly. A lot of regional players are also coming into similar products or kind of 

products with toys in it. So going forward is there a significant brand pull to our product? Can 

you just help us to understand on these points? 

Rohan Jain:  The gift clearly plays an important role as far as our consumers are concerned because our 

major target group happens to be children between the age group of 4 to 14. And for them gift 

is a very important part of the overall package that we sell. Of course, it's not gift alone, it's the 

combined offering that we are giving that is Crax corn rings product which of course has its 

taste and quality combined with the gift. So this total package is something which the 

consumer is looking forward to and enjoys. The gift obviously, as you bring about innovation 

in gift, as to bring about new flavors, all this creates excitement and of course the gift is one of 
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the major drivers of growth along with distribution expansion and the continuous marketing 

and brand building efforts that we take up through our media advertising, so all these together 

are the factors that drive growth for us. You are right that the competitive landscape has 

changed has gotten more and more competitive recently with more and more people launching 

similar snacks but then I guess we have to stay ahead in terms of our marketing as well as our 

distribution and of course product quality so lot of the of products we see don't necessarily 

match up to the same kind of quality consistency, they don't build the kind of retail distribution 

that we have built, they are more dependent on wholesale channels and also in terms of the gift 

which is one of the differentiating points is that we because of a scale and size and 

understanding of the category and our marketing initiatives are able to bring about large 

amount of distribution and innovation in the gifts which these guys are not able to do so and of 

course lot of the smaller regional players don't look at TV advertising and can't afford it. So 

there are a lot of barriers to entry or barriers that we have created as far as our niche is 

concerned in terms of the kind of advertising spend that we do, the innovation that will bring 

about our gifts, the quality of the products, the flavors that we offer, so all these put together 

will make it quite difficult for small regional operators to actually take a large amount of share 

from us in a significant way. We have to obviously keep ahead of the curve and keep doing 

what we need to keep doing. 

Mitul Mehta: This entire category is fairly large where there are organized and unorganized, if I take a 3 to 5 

years horizon, what is the scope of the sales ramp up? You think we can build Rs.700-800 

crore brand or Rs.1000 crore brand over a time frame? Do you think we have enough 

bandwidth at this point of time to kind of get this brand to that scale? Is it possible or looks 

very distant? 

Rohan Jain:  I think it's possible. Majority of our sales come from North zone which still constitutes nearly 

80% of our sales, that’s not how the population is spread. Within the North zone itself there is 

a lot of growth that is taking place, there are a lot of towns which are uncovered. There is 

opportunity to leverage the Crax brand in terms of extension in newer flavors, new product 

categories and there is also scope for continuous increase in our market share within our 

existing category. As you said if the category is growing at an overall level and if there is some 

shift that is going to take place over the next few years from the unorganized to the organized 

sector, all these factors are going to help us grow. And yes, it's possible to do that. As far as the 

management bandwidth is concerned, we have to keep investing as you see for example our 

Employee Cost has also been going up in absolute terms, compared to the previous quarter 

they are up by 30% which is not a normally increment, part of the increment is because of the 

management bandwidth that we are trying to increase in terms of getting the right quality of 

people as well as making sure that we have the numbers in place to be able to cope with the 

growth. 

Mitul Mehta: Where are these people coming from? Can you help us to know? They are coming from your 

competitors or these are fresh hirers? 
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Rohan Jain:  It depends, we get people from various fields but of course depending on the position and 

depending on what level we want. When we look at mid to senior management level people we 

are obviously looking to get people from slightly larger companies who are with system 

oriented functioning and approach, people who have had the experience, who are looking for a 

larger role, maybe in a slightly smaller organization and therefore are wanting to join us. Some 

of them maybe from peers or may not be but definitely targeting large organized FMCG 

companies whether it is large Indian companies or possibly even MNCs, so that's the kind of 

people that we are looking at. 

Moderator: The next question is from the line of Ajay Thakur from Anand Rathi.. 

Ajay Thakur: This is regarding your funding for new Brownfield capacity. How is it likely to be funded? Is it 

going to be 100% debt or mix? 

Rohan Jain:  It is going to be a mix. We haven't reached that stage yet we have only taken a principle 

decision to go forward with it. Possibly similar to what we did in the Rs.25 crore project may 

be 75% bank debt, 25% company internal accruals. 

Ajay Thakur: And this Brownfield will be coming on stream by December of 2016? 

Rohan Jain:  Towards the end of the calendar year, so around December-January what we are looking at. It 

can be a couple of months up and down. 

Ajay Thakur: Can you also elaborate on what kind of revenue growth we have seen in the other markets like 

the North region market, the West and the South and what kind of growth are we seeing in 

these markets? 

Rohan Jain:  Across all markets, South zone, of course we just started so there are no real benchmark but of 

course all zones have grown, West has grown higher than North and East has grown even 

higher because there they are relatively newer and that's how it should be given the gaps that 

exist but we have seen growth across geographies, even North has grown in access of 25%. 

Ajay Thakur: Anything you are sharing on distribution front, what kind of distribution outlet reach you 

would like to grow into? 

Rohan Jain:  There is not much that I can say about the target number right now but in terms of as you know 

we are right now covering about 2.5 lakh retail outlets and in the towns that we monitor are in 

all 1 lakh plus population towns that is where we monitor our outlet direct coverage. Below 

those towns we don't get a listing of the retail outlets but we are at present in large number of 

smaller towns as well and as we go forward we will look to expand our distribution by making 

ourselves available in new towns where fair amount of potential exists. 
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Moderator: The next question is from the line of Sudhir from ASK Investments.  

Sudhir: My question is that there is a sea change in last two quarters in terms of your growth profile in 

Q2 and Q3 and also the gross margins have improved. Just to understand that as you said there 

is a distribution run growth which has led to this kind of sales growth, how much of it is 

coming from new distributor and how much is coming from the existing distributors? How 

much room we have to increase the gross margins from the current levels because as we 

understand that your price pack is mainly Rs.5 and Rs.10 and has limited room in terms of 

price increase, so what is our thought on this? 

Rohan Jain:  I don't have an exact number but in the current year we have not engaged in any huge amount 

of distribution expansion. It's our marketing efforts that have yielded dividends, of course 

combined with better on ground execution in terms of better distribution efficiencies making 

sure we are servicing the market effectively and efficiently and with our marketing initiatives, 

that's actually driven most of the growth in the current year. The growth actually started off in 

quarter four of last year if you look at our numbers, quarter one is typically a lean quarter and 

therefore you see a slight dip in the sales, but quarter four last year onwards we have seen 

improvement in our overall sales growth numbers. In terms of distribution expansions, it's been 

limited to the expansion that we have done in terms of the three metro cities of the South zone, 

which of course in today's overall context is not a very huge contributor, it's still very small. 

Your other question was pertaining to the gross margins. So gross margins are largely also a 

function of how the raw material prices behaved, even though we do our best to try and 

neutralize any out of line increases in raw material prices. This year raw material prices have 

been fairly benign. They have actually come down as compared to last year both in terms of 

packing material cost which is a significant component of our overall cost, they are lower, and 

have fallen since quarter one which is why you see an improvement in margin in quarter three 

as compared to quarter two. Similarly refined oil prices have also fallen this year which have 

helped improve the overall gross margin. The point about Rs.5 and Rs.10 pack, yes, you are 

right that change in pricing to the consumer is a challenge because of the price points being 

quite sacrosanct in their own way. But of course then we tweak our grammage, in the past we 

have adjusted our grammage when inflation was caught up beyond the level where we can’t 

absorb it, so that's how it works. We will try and maintain similar type of gross margins. 

Ajay Thakur: Two points over here, one from RM perspective, can you give us a breakup of out of the 61% 

of RM how much of will it be refined and how much will be packing material? And two, can 

you give us an opportunity size of map the opportunity given the 1 lakh population township 

as you said, what is the room for growth for us in longer period of time, not how much we can 

grow but what could be the addressable market if we had to map the opportunity size? 

Rohan Jain:  I think it is difficult to map the opportunity size. All we can say is that the market is very large, 

around Rs.12000 crores annual salty snack food market, we are obviously still a small player. 

There is a large amount of growth that is possible. I can't put a number to it but there is a lot of 



 DFM Foods Limited 
February 11, 2016 

 

 Page 7 of 14 

room to grow. The first question regarding the percentage I don't think I can disclose that at 

this point maybe we can discuss it off-line, of course there are various elements that make up 

our overall raw material cost and gross margins, our gift costs are also as part of this, laminate 

costs, corn meal cost, refined oil, flavor cost, carton cost and other several things. So it’s not 

only these two factors but these two factors are the ones which have actually significantly 

helped improve gross margins in the current year because they have fallen. 

Ajay Thakur: One point of here, as 80% of your sales is coming from North zone, is it fair to say that each of 

the other zones whether East, South and West, can be as big as the North zone in terms of 

liking of the people towards taste of it or the other zones will be of a smaller size versus North 

zone? And point number two is that if the zones are as equal as the existing zone we are 

operating how much time will it take for us to reach to that scale? 

Rohan Jain:  I don't know it's a difficult question to answer. In terms of likeability of the product all I can 

say is when we have gone to newer geographies our product has been equally well accepted in 

other geographies as it is in the North. Children seem to like our product and we have been 

able to grow, our product is well accepted at retail level as well as at consumer level. In terms 

of size of zones I think the way we define our North zone, it has a larger population-based than 

any of the other zones individually but clearly the population of the North zone is not 80% and 

so if we are able to get similar per capita levels as we have in the North zone then there is 

obviously large amount of room to grow in the other zones as well. How much time is 

obviously a difficult question to answer. We have been around in the North for 30 years as a 

brand. 

Ajay Thakur: What I understand is that today we are getting limited by the capacity expansion in terms of 

expansion and distribution network so since we are focusing on those two aspects if the size of 

the market of other three markets are as equal as this so we can reach easily to Rs.1500-1600 

crores size at some point of time. My question was more towards from expansion of 

distribution network and capacity expansion, if that is the limiting factor. 

Rohan Jain:  So what is the question pertaining to capacity expansion? 

Ajay Thakur: My question was if the limiting factor is your distribution network in the other zones and your 

manufacturing capacity so how much time will it take to reach Rs.1500-1600 crore size.  

Rohan Jain:  It’s not straightforward to say that's it is a limiting factor. It's only in the recent couple of 

quarters where capacity has become a constraint for us, in the last year it was not and it is not 

purely a function of just saying that you put up capacity and you will be able to sell, it's not as 

if I had a capacity to manufacture Rs.1500 crores worth of material rather it would I be able to 

sell Rs.1500 crores today. It obviously will take its time to expand distribution and distribution 

expansion is not only limited by capacity it’s only been so in the current quarter and towards 

the end of last quarter where our sales improved significantly. Therefore in the last four 
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months we have not been able to take up any distribution expansion but the growth will come 

on account of a large amount of work that will have to be done in the zone in terms of our 

brand awareness, brand engagement with the consumer, brand saliency, distribution expansion 

and various other aspects will have to be worked upon to be able to get them at a similar 

acceptance level and per capita level of sales as the North, so there is a large amount of work 

that will have to be done, new towns will have to be opened, different channels of wholesale 

will have to be developed, thus lot of things will have to be done. In the recent four months, 

yes you are right that capacity has become a constraining factor in terms of our distribution 

expansion which is why we have taken a decision to go forward and invest in a significant 

capacity increase which will give us an additional revenue potential of Rs.200 crores next year. 

But we have already put up a capacity this year which only became operational in December 

so that itself will also give us additional room to grow. 

Ajay Thakur: How much is your A&P spends as a percentage of sales? 

Rohan Jain:  2.5-3%. 

Ajay Thakur: We intend to increase it further as we have more room in terms of higher sales? 

Rohan Jain:  It depends; let's see how the marketing strategy pans out. With turnover increasing absolute 

marketing will go up but as a percentage of sales not quite sure how it will pan out. 

Ajay Thakur: Out of this A&P how much is P, because the gift which you give along with the pack, it’s with 

the RM or promotion? 

Rohan Jain:  That’s booked in part of the cost of sales. 

Moderator: The next question is from the line of Kunal Bhatia from Dalal & Broacha.  

Kunal Bhatia: Currently out of your sales what percentage comes from the Rs. 5 pack and the Rs. 10 pack? 

Rohan Jain:  Majority, I think about 90% is Rs. 5 pack. 

Kunal Bhatia: How are we targeting this because even in your previous con calls you have been mentioning 

that we want to escalate to the higher price pack, so what is your strategy going forward in 

terms of that? 

Rohan Jain:  We have been trying to do that this year as well in terms of our focus on the ground, incentives 

to our team, distribution focus and expanding penetration of the Rs. 10 pack in the universe of 

outlets that we cover. In our commercials as well we are trying to make a special mention of 

Rs. 10 pack, so we are trying to make special efforts to push Rs. 10 pack and in the current 
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year we have seen results where our Rs. 10 pack has grown at a much faster pace than Rs. 5 

pack. 

Kunal Bhatia: Second question was in terms of our raw material, where do we source our raw material from 

in regards to the corn? 

Rohan Jain:  There are different suppliers. We have three or four different suppliers. We are buying corn 

meal, we are not engaged in buying corn and then milling it ourselves, we buy corn meal 

which is milled corn. So one of the products when you do corn milling is corn meal, there are 

people from whom we source our corn meal. 

Kunal Bhatia: So basically it's 100% sourced locally? I mean there is no import that we do? 

Rohan Jain:  No there is no import. 

Moderator: The next question is from the line of Tejas Shah from Spark Capital.  

Tejas Shah: Just wanted to understand your trade margins policy. Are the trade margins different when you 

enter a new zone versus your existing zones which are fairly strong for you? 

Rohan Jain:  Not very much. The standard margins, we are offering about 15% margins to the retailer in the 

North, they are slightly higher, so let’s say our Rs. 5 pack sold at about Rs. 4.35 to the retailer 

in the north zone is being sold at about Rs. 4.25 in the other zones, zone to zone it's a little bit 

different, but related to your question is while in the North zone we do not resort to any kind of 

trade schemes, in the other zones as part of the development strategy of the zones every now 

and then periodically we give trade schemes to our retailers. 

Tejas Shah: Just to understand business better what is a threshold size in absolute sales in any region where 

this whole bargaining powers shifts in favor of brand owners versus the trade. Is there any 

absolute number in your business which actually tells you that now it is coming back in your 

favor? 

Rohan Jain: No, I don’t think so it is too much of bargaining issue here because as I told you the margins 

are actually not very different, of course, we give schemes but that’s because we are a new 

product out there, we have to make sure that there are no bottlenecks we are part of developing 

strategy, people do not know us well but I think in terms of the brand pull that we are seeing, 

that is quite strong on the back of marketing that we are doing and is strongly visible across 

zones, whether you go to West zone or the East zone or compare to the North or now even the 

South you will find that we are very strong in terms of the pull or the brand pull and therefore 

there is not much of an issue. Just to give you an example, distributors of many FMCG 

companies offer credit to the retailers across, typically about a one-week credit cycle that goes 

on with the retailers,  Crax corn rings sales are done against advance payments, not just in the 
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North but across other zones as well. So that speaks of well, the retailer gives cash to the 

distributor for our product there and then and there is no credit, that talks about the bargaining 

power or the brand pull and that is pretty much across the board. 

Tejas Shah: Are there any margin difference for you between your SKUs, be it Rs. 10, Rs. 5 or both gross 

margins are same? 

Rohan Jain:  They are similar. 

Tejas Shah: Second on urban-rural mix, what is it for you for the nine months this year and how both 

markets are responding to the product? 

Rohan Jain:  It depends on how you define the rural first of all, a lot of FMCG companies define rural as 

simply saying that all the towns less than one lakh population will classify as a rural for them, 

the Sensex definition of rural is very different where all these actually are the urban towns and 

rural are pretty much purely villages. So if you are talking about the Sensex definition we are 

actually only present in the towns but lot of FMCG, on most calls from FMCG companies 

when you hear rural, urban-rural is their definition and their rural definition may be of less 

than one lakh population. If I look at less than one lakh population towns for us they have in 

the recent years have been growing slightly faster than the above 1 lakh population towns but 

we have seen growth across town categories. 

Tejas Shah: What is your internal numerical indicator to say that in any geography the game is shifting 

from push to pull, just to understand whether brand equity is playing out or not, what is the 

numerical indicator you are looking at internally? 

Rohan Jain:  I think rather than a numerical indicator it is more about actually going to the market and 

seeing the actual reality of how it is playing out over there. You could have larger turnovers 

and still be a push brand and you could have a smaller turnovers and still be a pull brand but if 

we just go out and experience the reality in terms of what is happening on the ground there is a 

strong consumer pull for our product across geographies, it is not so much a numerical 

indicator like that. 

Tejas Shah: But then let us say is there a repeat purchase which gives you confidence from the same area 

without much of a marketing effort, even if I take non-numerical what are the indicators? 

Rohan Jain:  Repeat purchase of course is there. We are not one-time dumping of stock and then repeat not 

coming, it clearly tells you that your product is not selling, but that is not the position that we 

are in and repeat purchases are observed in all the towns that we are operating. Now if I look at 

the West zone we have been operating the West zone since 2011 May and in Mumbai we are 

operating for the last four years and we have been seeing growth without much distribution 

expansion, so that is telling you that your repeat purchases are only increasing and your 
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throughputs are increasing, the consumer acceptance level awareness and sales are increasing. 

There is no real issue, of course as you go to newer zones it will take time to develop in terms 

of getting the same kind of per capita sales level as existing zones or the same kind of 

throughput or the same kind of market shares but there is a strong brand pull otherwise the 

brand doesn’t sustain so long either. 

Tejas Shah: Lastly just an extension of the previous participants’ question, the way we understand your 

category your prices are sticky because of the coinage issue and the price points that you sell 

at, in your industry it has been seen that normally the market you want to serve you need to 

have a plant closer to that to save one on logistic cost. You need to have a manufacturing 

facility closer to the market you want to service to save on transportation cost, so would that be 

a limiting factor at some point because you are expanding so fast in all the geographies? 

Rohan Jain:  You are right, it is important to have manufacturing facilities in different parts of the country 

ideally speaking to service the zones more effectively from a cost point of view and also more 

efficiently. We will be considering that and we will be looking at that going forward in terms 

of the way we see it at over the next 3 to 5 years as our other zones will grow there will clearly 

be new facilities that will have to be set up in other zones as well. At this point serving the 

other zones is not really too much of a limiting factor, limiting factor to the extent let us say 

the North east, for example, is something which we are unable to serve because of the 

manufacturing capacity being limited to the North zone of the country. South we have recently 

started and the other areas where we are serving we are obviously paying a higher cost of 

transportation there but then this is a deliberate strategy to first get a foothold in the market, 

develop a reasonable sales level and then look beyond to putting up a facility there rather than 

purely going ahead and making investments without any base level of sales that would be a 

slightly higher strategy so that’s what we resorted to so far but we will be definitely be looking 

at setting up capacities over the next 3 to 5 years in other zones as well. 

Moderator: Thank you. The next question is from the line of Kunal Dhanvi from Centrum.  

Kunal Dhanvi: If I take a long-term view of 4 to 5 years so what would be our revenue guidance and the 

sustainable margin guidance for that? 

Rohan Jain:  We don’t give guidance; it is difficult to answer that question. 

Kunal Dhanvi: But indicative numbers if I think it would be around Rs.1000 crore. 

Rohan Jain:  We do not sort of give guidance and I will sort of shy away from giving any indicative 

numbers. When you say Rs.1000 crores you may look at more the growth rates that we have 

been experiencing and then sort of work out. 

Kunal Dhanvi: This sort of growth rate, it is what would be sustainable for next 2 to 3 years? 
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Rohan Jain:  What we have seen in the last couple of years has been a bit slow on the growth side. Last year 

the growth had come down to about nearly 10% from Rs. 265 crores we grew about 291 crores 

last year thereabouts. So the growth rate has slowed down and even the year before that it was 

more in the region of about 18-20%, prior to that of course we were seeing a very strong 

growth, the last couple of years have also been affected with the overall macro situation as you 

must be seeing with other FMCG companies as well. The market environment is not that 

supportive in terms of the overall demand levels and so that has obviously had its impact on us 

as well. Keeping that perspective we said we have tried to up the ante on the marketing side to 

try and actually outperform the market or cut through this slowdown. Our current marketing 

strategy seems to be working well and this year it shows that in terms of the overall growth 

number that we have right now is about 30%, we would like to obviously sustain and we 

would be happier growing at 30% or 25-30% number as opposed to a 10-12% number so we 

hope to put in all the efforts to try and sustain this kind of growth. 

Kunal Dhanvi: If I want to understand the working capital cycle what would be the working capital cycle right 

now and what would we expect in the future going ahead? 

Rohan Jain:  It’s like a negative working capital that we have right now because all our goods are sold in 

advance, we take 100% advance from all our distributors prior to dispatch and on the raw 

material side we have credit from our suppliers which is about 25 days or so average, so from 

that point of view actually there is negative working capital in that sense. 

Kunal Dhanvi: That is sustainable if we will go to new geographies? 

Rohan Jain:  Yes that is sustainable even when we have gone to newer geographies one thing we have not 

compromised is this policy of selling goods against 100% advance. We have kept that same 

policy across zones, we only dispatch against advance because we really believe that first of all 

we are not in the business of giving credit, second we do not believe in dumping stocks and 

then picking them up, we want to keep our accounts clean, we have no receivables and that is 

something that will sustain even when you go to newer geographies. 

Kunal Dhanvi: What are our plans for new products? In the last call you mentioned that your team is working 

for new products so what are the plans in the coming quarter or the year ahead? 

Rohan Jain:  No specific plans that I can give you right now in the sense that there is no specific product 

which we have developed and are planning to launch over the next six months but new 

products is on radar, obviously the first priority becomes to try and maximize the potential of 

the product that you have and with the capacity let’s say being constrained in the last couple of 

quarters naturally you cannot look at new products from that point of view. We all know the 

success rate of new products in FMCG is not very high and so the first priority therefore 

becomes that if you have a product which is a winner and which has potential and acceptance 

across markets then lets encash that to the maximum, that is obviously the first priority. At the 
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same time we will as I have mentioned earlier as well, we will continue to look at introduction 

of new products. One of the things that we are not able to do right now is even push the sales 

of Natkhat which has been again constrained. Some additional capacity having come in as of 

December going forward the first thing we should look to do is of course maximizing and 

making sure that we are fulfilling the demand of  Crax corn rings. At the second stage we 

should simultaneously look at putting in some marketing efforts behind Natkhat and trying to 

grow that because that is also today one flavor, two price points brand and about Rs. 25 crores 

of revenue per annum so that also has its own potential and at the same time we will keep our 

eyes just open and look at new products, keep them on the back burner and as an when we get 

the right opportunity and the right product with the capacity becoming available further next 

year let us see when and how it comes up. 

Kunal Dhanvi: Did we have any grammage decreased during the quarter? 

Rohan Jain:  No, there is no grammage adjustment. 

Kunal Dhanvi: Is there any increase in the price? 

Rohan Jain:  No increase in the price, no grammage adjustment. 

Kunal Dhanvi: Can you please help me with the volume numbers in terms of tonnage? 

Rohan Jain: I will have to look at the tonnage numbers; maybe we can talk about it off-line. 

Moderator: Thank you. The next question is from the line of Kunal Bhatia from Dalal and Broacha.  

Kunal Bhatia: In terms of tonnage what would be our capacity as of now? 

Rohan Jain:  Right now we have around 20,000 metric tons per annum. 

Kunal Bhatia: So that will be including the new plant which has started in December? 

Rohan Jain:  We had around 15,000 metric tons and we have added another 5000 metric tons.  

Kunal Bhatia: Are these new plants which we are adding would be more cost efficient in terms of the margins 

they would generate? 

Rohan Jain:  Not particularly because the plants that we have installed in the recent and past, the first 

expansion past barring the initial plant that was there in 1984 after that the expansion has 

happened in 2009, 2011 and now in 2015 all these three plants are top-of-the-line and in terms 

of efficiencies are similar. 
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Kunal Bhatia: Just wanted to get the sense of the way our margin profile is now in terms of EBITDA margins, 

do we see any scope of improvement or this is the place where we peak out? 

Rohan Jain:  Scale margins can improve, of course, there are various factors in EBITDA margin in terms of 

how raw material prices play out and cost of gift, variable costs have been by and large in 

check for us and scale only helps. If we grow rapidly we hope that employee costs and other 

overhead costs will not grow at the same rate and so hopefully with scale some improvement 

can happen but we will see as it goes. 

Moderator: Thank you. The next question is east of the line of Kunal Dhanvi from Centrum.  

Kunal Dhanvi: The CAPEX that we would be adding in this calendar year that would require a CAPEX of 

Rs.55 crores what would be the capacity that will come in say 5000 metric tons or 6000 or 

10,000? 

Rohan Jain:  Yes more like 10,000 metric tons. It is twice that of what we have just expanded. 

Moderator: Thank you. As there are no further questions from the participants I now hand the conference 

over to Mr. Raina for his closing comments. 

Rohan Jain:  Thank you Mallika. I would like to thank all of you participated in Q3 FY 16 conference call 

and look forward to seeing you all again. Thank you. 

Moderator: Thank you very much members of the management. Ladies and gentlemen, in behalf of DFM 

Foods that concludes this conference call. Thank you for joining us and you may now 

disconnect your lines. 


