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Raghavendra Jaipuria: Good afternoon and thank you for joining DFM Foods Limited’s Q1FY13 results conference 

call. Today, we have with us Mr. Mohit Satyanand, Independent Director to address the call. 

We will begin the call with the brief opening remarks from the management followed by a 

Q&A session. Before we begin, I would like to add that some of the statements that we make 

in today’s discussion may be forward-looking in nature. I would now request Mr. Satyanand to 

make his opening remarks. Thank you, over to you. 

Mohit Satyanand: Welcome to the DFM Foods Limited’s conference call to discuss our financial results of the 

first quarter ended June 2012. To start with I will like to share the operating and financial 

highlights for the quarter before proceeding for a Q&A session. Ours is a somewhat seasonal 

business, traditionally Q1 has always been the slackest quarter of the financial year. We don’t 

understand completely why, but we think it is because children, who are our main customers, 

remain indoors on account of exams and then followed by the school holidays etc. So it is Q2 

that has traditionally been our best quarter in regards to sale that has begun a little over a 

month ago. And this is when we see a spike in sale as children go back to school after the 

holidays. In the northern region, food consumption continues to stay up in the quarter of 

October-December which also proves to be exceptionally good months for sales of the 

company. In the last quarter, we see a slight dip in sales, probably because the days are 

shorter, that of course is Q4. So in other words, Q2 and Q3 are the best quarters for us and 

then Q4 and finally Q1 in descending order. 

I believe all of you must have reviewed our result release & table which was emailed to you 

earlier. Our revenue on a yearly basis has expanded significantly by 47% and stood at Rs. 

50.19 crore for the first quarter of this financial year. We also saw a growth in EBITDA by 

16% to Rs. 5.57 crore as compared to Rs. 4.82 crore for the same quarter last year. Obviously, 

this means that our operational and profitability margins for this quarter were muted. This is 

on account of increases, firstly in input prices - peanuts, pulses and packaging. Secondly, 

employee costs went up as we begin to roll out into the west and east zone. Depreciation and 

interest cost of course has gone up as a result of Greenfield site which went on stream in 

November 2011. We have now completed recruitments for our western zone and have begun 

investing in human resources for product rollout in the eastern region this quarter as well. So 

in a sense, this investment in human resources is not yet been borne out in terms of revenue 

because the actual distribution in the eastern zone will only commence during this quarter. 

Also, we have seen a rise in depreciation and interest costs, as discussed earlier on account of 

commissioning of our new Greenfield plant in Greater Noida, which are reflected in our 

numbers too.  

On a sequential basis, the company has improved its margins and the financial performance in 

spite of increasing input costs. Our raw material to sales has come down marginally by about 

56 bps to 64.44%. Other expenses to sales have also softened a bit during the quarter leading 

to an improvement in EBITDA margin from 10.7% to 11.08%.  
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This now brings us to one of the key operating developments during the quarter under review, 

finally after a year of increasing input prices; we decided to take a price increase by reducing 

the grammage in the Rs. 5 and Rs. 10 Crax Corn Rings packs as well as across the border in 

our Crax Namkeen Packs. This was however done only in the last part of June and therefore, 

we are really going to see the complete impact of this in the next quarter, which is already 

underway. 

The second major development as already indicated was the consolidation of our distribution 

in the western region, where we have increased coverage in terms of the number of retail 

outlets by 33%. We added about 6 towns in Maharashtra and 2 in Gujarat this quarter. In our 

traditional market, which is the northern region, we continue to deepen our distribution and 

have increased coverage further in retail outlet terms by about 14% on a quarter on quarter 

basis. In the coming quarters, we will see the company further increase its distribution network 

in the western region and as we have already set up the infrastructure in terms of personnel 

office, depots etc, in the east, pending some legal and regulatory formalities, we will roll out in 

the eastern market as well, allowing us to leverage both our brand as well as the advertising 

expenses that we have made for better financial performance. 

Another major initiative was something which was just launched last week on the 27 July 

which was a co-promotion with the animation movie, Ice Age 4. This of course we wouldn’t 

know before it happened, but it has proved to be an extremely successful launch due to moves 

made by the promoters in India - Fox and has proved to be the most successful animation film 

ever shown in India. Our co-branding was reflected in our packaging and if you don’t see it in 

the shops (if you are not the kind of person who goes to shop), you can see it on our website, 

www.dfmfoods.com. The same was also reflected in the fun gifts which are available in every 

Crax Corn Rings packs and our TV theme ad too is based on the Ice Age franchise. We 

believe that this move, since Ice Age targets exactly the same group as our consumers, will 

reinforce the rebound in sales that we have always seen in quarter two.  

In some way, we are optimistic about our growth going forward and we hope you will see us 

maintain our past performance in the coming year and years as well. We look to further 

leverage our strong brand identity to other key geographies across India. We have seen an 

excellent response from the western market and this makes us even more confident that we 

will have the same kind of feedback when we launch in Bihar, West Bengal, and other eastern 

states. We will eventually penetrate the southern market, but I think it is still a little premature 

to comment as to when, because as I mentioned in our last call that we will require setting up a 

new Greenfield site somewhere in central or southern India. We are extremely gratified to see 

that we are moving in the right direction and this is complemented by the positive response we 

have received so far.  

Thanks for listening in to these opening remarks and I would now request the operator to open 

the floor for an interactive Q&A session. Thanks very much. 

http://www.dfmfoods.com/
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Moderator: Thank you very much Mr. Satyanand. Ladies and gentlemen, we will now begin the question 

and answer session. Our first question is from Sumit Duseja of SPA Securities. Please go 

ahead. 

Sumit Duseja: I just have one question that is particularly on your debt-to-equity ratio that has been more 

than 1 and also our interest coverage ratio for this quarter has been around 2.27. I understand 

that we have ambitious target to grow strongly and expand in the markets, but what I have 

been worried on the sustainability in case if any risk factor comes in then there could be a 

serious impact if the sales does not grow according to our planning and there could be an 

impact on the profitability. So what my understandings are, growing strongly is fine, but 

growing in a sustainable manner is also important.  

Mohit Satyanand: Sure Sumit. Firstly, I want to say that we are an extremely conservative company and there is 

absolutely no intention of stretching our balancing sheet and making our growth 

unsustainable. But you have to view this against the fact that this is really the beginning of the 

production from the new plant and you are viewing these numbers in the very first quarter and 

that is the weakest quarter in terms of sales. So I think you will see a significant improvement 

in the interest coverage in the coming quarter on three counts, the first is in terms of 

operational efficiencies. As I mentioned in the last conference call, but I am not sure whether 

you were there - One of the factors that has operated as far as the new plant in Greater Noida 

is the fact that we have not been able to draw power from the grid as yet,  so that adds a huge 

load to our operational cost. The second of course is the fact that we have resisted up until 

now taking a price increase, but as I said that price increase went into effect in the last week of 

June and it has had absolutely no impact on sales. So I think that is one of the best 

developments that we could have seen that the market has absorbed that price increase across 

the border, across all fronts extremely well. And third, the second quarter actually does see a 

huge rebound in sales and I can already say without commenting on the exact numbers that we 

have seen the normal quarterly response to the change in weather and the change in the school 

cycle. So, I think really that we have seen the bottom as far as operational indices are 

concerned in Q1 of this year. 

Sumit Duseja: I would really appreciate if you can provide some clear guidance on how exactly we would be 

making our debt-to-equity ratio come down going forward though even I have, in the 

company, seen 4 or 5 years also, debt to equity has always been more than 1. So that has been 

a concerning factor in my point of view and if you can provide a clear guideline or road map 

on how exactly we are going on this front that would be very helpful. 

Mohit Satyanand: Well, personally I think that when the opportunity is there for the business then it must be 

moderately aggressive in terms of growth and if that growth requires taking on debt then I 

think that is the wise thing to do. And if the business is growing at the kind of rates that you 

are seeing right now, it is clearly not advisable to bet the whole bank on that kind of continued 

growth rate, it is good while it is there, but one should not take an overly conservative route, 

because it will lose your opportunity for growth. So, I think that the managements, especially 

managements with a large ownership of equity - which is true in this case - and managements 
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which have no intention of offloading their equity are actually the ones who are most 

concerned about sustainability. So, balancing risk and reward is one of the essentials of 

management. And personally I don’t think that we are being adventurous in this regard. I can 

only say that in terms of our own operating plans, we see the interest coverage going up 

substantially in the quarters coming ahead. Providing exact guidance on this is not a company 

policy. In the way the debt to equity ratio at the end of the year, this is not out of our policy 

range. 

Sumit Duseja: But we further have plans to expand our capacity in the next one year. So in that case also we 

need to take up more debt. 

Mohit Satyanand: Yes, but we would only do that if the sustainability looks good. We are not going to stick to a 

plan if the financials don’t warrant it, number one. Number two, as and when we do take up 

capacity and plan to commit funds to it, we would communicate that well in advance to the 

financial community, so you wouldn’t get surprised .We are not going to suddenly say, oh we 

thought putting another Rs. 60 crore into the kitty. We would only do it once we are very clear 

that the reality - not our plans, but the reality - has got to sustain that investment; only then 

would we do it. 

Sumit Duseja: Okay that’s all I really wanted to know 

Mohit Satyanand: Don’t worry about that, we would give the financial community sufficient advance notice that 

we are going to make that (investment), so that you can take your call. In the ultimate analysis 

no two views are going to be the same. But I think it is important that we be open and 

transparent and let people know the kinds of financial commitments that we will be taking on. 

Moderator: Our next question is from Rahul Agarwal of Systematix Shares. Please go ahead. 

Rahul Agarwal: My question pertains to what you are doing to increase the revenue from mature markets like 

northern region, apart from increasing the penetration and increasing the supply chain. What 

are the other steps you are taking to increase the revenue? 

Mohit Satyanand: Well I think I would answer that question in several parts. The first is clearly the focus is on 

expanding coverage in zonal terms. As far as the northern region is concerned, I think I may 

have mentioned somewhere that we have increased coverage there as well. The third thing 

pertains to flavors and flavor variants which is always a good avenue of increasing customer 

loyalty. So, already earlier this year, we introduced the Pudina flavor which has done 

extremely well and as a food company, we always have other flavors in various stages of 

testing ranging from early lab testing to advanced consumer panel testing. So without giving 

anything away, fresh flavors are always on the anvil. And the last is our Natkhat brand which 

is a Rs. 2 pack in the smaller markets in terms of population size and socioeconomic 

composition. It is something that is gaining more and more traction in the smaller markets of 

the North zone and the coverage and distribution of Natkhat is something which we hope to 

intensify in the coming months. 
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Rahul Agarwal: But why don’t you consider increasing sizes of packets; may be from Rs. 10 to Rs. 20 pack? 

Mohit Satyanand: This is an ongoing and dynamic process. And certainly if you look at the history of any 

product, with inflation you have to keep increasing the number of price points. So, we have a 

Rs. 2 price point for Natkhat, Rs. 5 price point for Crax corn rings smaller pack and the Rs. 10 

price point. Having another price point of 15 or 20 is certainly something that is there in our 

longer range plans. Given the kind of share that the Rs. 10 price point has right now, we don’t 

think that there is much opportunity for our larger pack size, but it's something that we are 

working on. The thing is that a lot of this has to do with the nature of our consumers. The 

consumers for Crax are typically 6-10 year old child and Rs. 10 already seems to be a fair 

amount for them. I think larger pack sizes are more important when dealing with slightly older 

age groups or for the products which are consumed in home. 

Rahul Agarwal: But then what makes you think that Crax is for 6-10 years olds and not for adults? 

Mohit Satyanand: We would be extremely happy if it was also a product consumed by the old age group. 

Rahul Agarwal: What I was wondering is when Kurkure can be sold to kids, to adults to everybody, so why not 

Crax? 

Mohit Satyanand: I think there are two parts to the answer. The first is that this is something slightly inherent in 

the product. If you have Crax and you have Kurkure, you notice that Kurkure has a much 

stronger, harder bite whereas Crax is a softer product and it seems to have unique appeal for 

children both in terms of how it feels in the mouth and in terms of the shape and the way they 

play with it and so on. The second answer to that question is that we are a tenth of the size of 

Kurkure, but there is a strategic advantage for a smaller company and a smaller brand to 

catering to a niche, because to take on a huge monolithic brand in a much wider target group is 

an extremely expensive exercise in terms of advertising and marketing and that is something 

which we don’t think would be prudent for a company like ourselves. 

Rahul Agarwal: But do you plan to do such things in future, because investors, they look towards companies 

which can increase their revenue multifold over a period of time. 

Mohit Satyanand: Well as you have seen, we have increased our revenue multifold over the last 3-4 years and as 

I have mentioned in my response to an earlier question, balancing risk and reward is 

something very critical for a business - actually it is the essence of the business. So we would 

like to expand revenue but on a basis which is sustainable, and sustainability has a lot to do 

with your existing size and your existing resources. You are dealing with huge monolith 

corporations whether of Indian or foreign parentage, something which has to be done with 

extreme caution. If you do it unwisely it can carry a very high cost. 

Rahul Agarwal: Okay, my next question is on the P&L. You said that Q2 and Q3 generally are good quarter 

for you. 
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Mohit Satyanand: That is right. 

Rahul Agarwal: But the inventory seems to have gone down in Q1. So shouldn’t have the inventory gone up? 

Mohit Satyanand: Well actually we run an extremely tight inventory chain and distribution system. The idea is 

not to stock up and reutilize that inventory in the peak months. It is something which is not a 

great idea for a business with a short shelf life; you need to have fresh stocks. And I think the 

second thing is that those would be temptations perhaps when you are running short of 

production. Even when we were in that situation before we invested in this new plant, this is a 

temptation that we always resisted because we think that a very critical part of the appeal of a 

snack food is the freshness and crunchiness. So this is something that I would hate to see that 

we drop inventories in the new season and then draw them down in the peak season - it would 

be very bad for our product freshness. 

Rahul Agarwal: Isn’t it that corn is your major raw material? 

Mohit Satyanand: Corn is our major raw material. 

Rahul Agarwal: And I was listening to another player in the industry, who makes packed corn like Act II, so 

what they say is that generally they have inventory for the entire year, so probably it means 

staleness may not be an issue. 

Mohit Satyanand: Well Act II is a very different size and scale of player with a different parentage. They are 

subsidiary of Conagra which is one of the largest players in the food business internationally. 

So, I think the compulsions of players like those are very different from compulsions of 

players like us. Secondly, they are using corn as a raw material, while we are not using corn as 

a raw material. We are using corn meal, or corn grits as our raw material. Therefore managing 

inventory of the raw corn is a task for our supplier, the corn miller, who buys the corn, 

manages his own inventory in order to give us our raw material which is corn grits or corn 

meal as per our requirements. 

Moderator: Thank you. Our next question is from Ankit Babel of Subhkam Ventures. Please go ahead. 

Ankit Babel: I understand that there is a huge scope for you to grow because still there are many untapped 

areas in India which you are going to tap in the next coming few years. However, from a long-

term perspective, from an investor’s point of view; I see two big risks going forward, one is 

your high dependence on a single brand and a single product that is Crax and second is your 

business model where in unlike other FMCG companies who focus on marketing and 

distribution and outsource their manufacturing activities to subcontractors, but you yourself 

create capacities taking the assets on your books which actually increases the leverage and 

reduces the return ratios. So, this differentiates you from other FMCG companies. Now from 

an investor point of view, I would just like to ask how you are going to address these two main 

issues going forward. Are you going to add new products, new brands in your portfolio going 

forward? And on the other side, are you planning to outsource your manufacturing and other 
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capital intensive things to subcontractors and focusing only on the marketing and the 

distribution side? 

Mohit Satyanand: Okay let me answer the second question first, which is that if you look at Hindustan Lever, it 

is a prime example of increasing the return on assets by subcontracting. I worked with Lever’s 

in the late 70s and at that point in time, it was already a 70 or 80 year old company. And the 

proportion of its manufacturing activities that were outsourced was probably in single digits. 

By then it was already an extremely large company and certainly the largest FMCG Company 

in the country. So, I think this is a question of the stage of maturity of a particular company 

and the stage of maturity of that business. It is a good question and one that we asked 

ourselves when we ran short of capacity in Crax. We went around and looked at all the spare 

capacity in the other players in the business and we found that we were not really happy with 

the kind of quality standards that existed in the industry. I think when you are looking at a 

food product as compared to say a soap or toothpaste, the considerations are somewhat more 

critical. But I think it also has to do with the quality and the confidence that you have, in a 

sense in your own management, because it takes a lot to manage a franchise or a 

subcontractor. We are still a small company and I will be very honest, we didn’t feel that we 

have that kind of capacity. We thought it is easier to manage ourselves. But it is a very good 

question and something that we are open to in the long run. Now the first question that you 

asked which I am now going to answer, which is that of our dependence on single brand, this 

is something that we are acutely aware of. One has to look at where one has come from. We 

have come from being a single brand player in a single zone, in the northern zone. Now you 

ask yourself that given the fact that at any point in time any business you have constraints, so 

you have let’s say a constraint on capital, constraint on management resources, so where do 

you invest your money. Do you invest these resources, both monetary and nonmonetary 

resources, in creating a new brand or do you invest them in diversifying your distribution. To 

our mind, the risk and the cost of diversifying your distribution is much lower than the risk 

and cost of diversifying your brand portfolio. The cost involved would probably be of the 

same order, but you cannot predict the success of a new product. New products have a success 

rate of one in five or one in six. Extending the distribution of a product, extending the number 

of flavors variants have very low risk, probably of an inverse order.  

Ankit Babel: Extension of an existing brand is easier than creating a new brand, right? 

Mohit Satyanand: Yes, much easier. At the same time, as I said we are acutely aware of this and in the sense the 

emphasis that we are now going to be placing in the succeeding quarters on expanding the 

rollout of our Natkhat brand is an attempt to diversify the base. It is still a tiny proportion of 

our turnover - less than 1%. And though the brand name is the same, the Crax brand name, the 

fact is that we are present in the second product category as well, which is the namkeens 

category and that is also a business which is growing at an extremely respectable level. So de-

risking is always an acute concern of management side, something that we certainly hope to be 

able to continue to do.  
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Ankit Babel: This is an extension of the same question. Is it possible to introduce a new product in the same 

brand and on similar category? 

Mohit Satyanand: Yes it is. 

Ankit Babel: Are you looking at it in the near future? 

Mohit Satyanand: When you are in the food product business especially, then looking at new product 

opportunity is an ongoing task. There is never a monthly meeting where we don’t have five 

new products and 20 new variants on the table. When you find something which is appealing 

and which the broad management consensus is that this is something worth investing in and 

putting your capacity behind and so on is a judgment call and is an ongoing exercise, it never 

stops. 

Ankit Babel: So just as being a potential investor, how long will you take to tap the whole Indian geography 

for the Crax brand and going forward how big can your Natkhat brand be as a contributor to 

your total revenue say 2, 3 or 4 years down the line? 

Mohit Satyanand: As far as the distribution is concerned, we certainly hope to be a Pan-Indian brand by the end 

of calendar 2013; so roughly corresponding to FY14. As far as Natkhat is concerned, the 

initial feedback that we are getting, perhaps I should prefix this with the fact that Natkhat is a 

fairly old brand, but it has always been a stepchild, because Crax is our flagship and therefore 

whenever we have had capacity constraints then the attempt has been to feed Crax and this has 

sometimes taken place at the expense of Natkhat. So this is really the first run of two straight 

quarters where we had no capacity constraints for Natkhat and we have been able to produce it 

and distribute it and ship it out, it has been extremely encouraging. And what happens is when 

you see a product like this which is a slightly different category then the entire system actually 

responds to it. You see where the product needs perhaps increased distribution in different 

geographical areas and different markets within the same geographical areas, so it becomes a 

feedback loop in a positive feedback. It is doing extremely well. Our sales people tell us that it 

is something that they would like to see a lot more involvement and investment in, so it is 

certainly something that we are going to try. I think it is much early to talk about it. 

Ankit Babel: Natkhat is manufactured in house or is it outsourced? 

Mohit Satyanand: No, it's also in-house. 

Ankit Babel: Because in Natkhat you can utilize your existing distribution network of Crax to distribute the 

products. Just by adding capacities you don’t have to add the distribution and you can actually 

leverage on distribution network. So are you planning to increase your capacities in Natkhat 

very aggressively? 
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Mohit Satyanand: Well actually Natkhat basically utilizes the same plant and facility as Crax. There are only 

some dedicated downstream flavoring and packaging stations for it. So switching excess 

capacity in the Crax units into Natkhat and vice a versa is a very seamless kind of task.  

Ankit Babel: So future capacity additions will also take care of Natkhat? 

Mohit Satyanand: That is right. 

Moderator: Thank you very much. Our next question is from Shivani Mehra of Techno Shares & Stock 

Limited. Please go ahead. 

Shivani Mehra: If you could just throw some light on how the industry has been faring, the packaged snack 

industry and how the growth has been both in the mixtures and so-called chips segments for 

the industry? 

Mohit Satyanand: Shivani, firstly I want to say that we don’t have the hard data because two of the biggest 

players in the business are: one is Pepsi which is a private limited company and we don’t have 

the published data, and the other is ITC which gives broad data for FMCGs, so we don’t have 

specific numbers for the snack food business; for the rest, this is a fairly disorganized 

business. So we don’t have hard data, but obviously this data collection and impressions are 

something which our sales and marketing people are doing on a regular basis. In general, it has 

been an industry category which has been extremely robust. It has been growing very strongly, 

both I think on the back of  the overall Indian consumption story, which continues to be very 

strong and hasn’t been affected by the weakening of economic growth in other categories, so 

that is one. And secondly I think that the industry has itself been a very aggressive industry, so 

that with new launches, there has been a lot of money going into advertising and promotions, 

expansion of distribution and so it has been a rising tide in which most boats have risen and 

done extremely well.  

Moderator: Our next question is from Rahul Agarwal of Systematix. Please go ahead. 

Rahul Agarwal: Actually I wanted to know what growth rates you are witnessing in Namkeen business. 

Mohit Satyanand: Well, the growth rates for the namkeen’s business need to be viewed against the fact that we 

haven’t expanded the namkeen’s businesses into western zone, so it remains entirely in the 

northern zone. But it has been extremely healthy; broadly speaking of the order of 18 to 20%. 

Rahul Agarwal: And what is the revenue contribution from that? 

Mohit Satyanand: About 14% for the last quarter. 

Rahul Agarwal: And I think you must be definitely outsourcing the namkeen’s business? 

Mohit Satyanand: No, we do not outsource the namkeen; that is also produced in-house. 
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Moderator: Our next question is from Umesh Gupta of Reliance Wealth Management. Please go ahead. 

Umesh Gupta: I don’t know if we have shared anything on the numbers part, but I just wanted to check, are 

their target numbers which we are sharing for the FY13 in terms of sales and PAT? 

Mohit Satyanand: No, we are not giving guidance on our numbers. 

Umesh Gupta: And just one more small suggestion I have to make if you may want to consider. I just wanted 

to tell you in case you can announce your results by 15-20 of the month and have the 

conference call done, I think it will be good for the company and for investors also because 

when you club your results in the last week or in the first week, there are so many conference 

calls, investors meet and results, it becomes difficult to follow. I am sure you would also be 

missing out on lot of potential investors. 

Mohit Satyanand: That is right. Great suggestion, Umesh, and I wish my CFO was listening into this. 

Moderator: Our next question is from Ravi Mehta of Money Logix. Please go ahead. 

Ravi Mehta: I just wanted to check about the grammage changes that you have done, if you can share that. 

Mohit Satyanand: The bulk of our sales come from the Rs. 5 pack of Crax corn rings and we have reduced the 

grammage from 18 to 17 grams. So that is roughly 5.5% in terms of effective price realization. 

The grammage reduction in the Rs. 10 pack has been slightly more; it has been of the order of 

7.5%-8%. In the namkeen packs, we have a large number of packs and variants and huge 

number of SKUs so it is varied from pack to pack but broadly speaking of 7%-8%. 

Ravi Mehta: And so your Natkhat is mainly wheat based? 

Mohit Satyanand: That is right. 

Ravi Mehta: Are you planning wheat based products more or you would stick to the mix that you are 

having currently? 

Mohit Satyanand: Wheat based products are quite attractive to us. Firstly the sister or parent company of DFM 

Food is in the wheat flour milling business. And also if you look at the extrusion industry (the 

process by which our snack foods are manufactured is the extrusion process), and they have an 

ability to handle a very wide range of cereal and other grain inputs. Primarily wheat, rice, and 

corn - these are the three main raw materials that are used. And finding an appropriate mix of 

these to deliver characteristics in terms of mouth feel, expansion, crispness, taste, this is an 

ongoing exercise as I mentioned earlier. So Crax is entirely 100% corn based product, Natkhat 

is primarily wheat, but it has a small quantity of other ingredients as well and we are working 

on products which have a varied blend of grains and wheat is certainly one of them. 
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Ravi Mehta: And you just mentioned that 14% of your top line comes from namkeen, what would it be 

from Natkhat? 

Mohit Satyanand: Natkhat is still barely 1%. 

Ravi Mehta: And so how are you looking to scale up the Natkhat brand, I am just looking at it from the 

angle that, it could be a great value for say bottom of pyramid kind of audience. 

Mohit Satyanand: Absolutely. So we have seen that on a low-base, growth in Natkhat has been by far the most 

exciting; even in the context of the overall company turnover growing by 47%, growth of 

Natkhat has been a lot more. And the exercise is primarily, one, understanding the consumer 

and the kind of consumer needs that Natkhat fulfills before crafting the appropriate marketing 

and communication package for it. I suspect that we will also require little bit of refocusing of 

the distribution system and make sure that potential Natkhat is fully exploited. This is a key 

management task for the rest of financial year. 

Moderator: The next question is from Alok Agarwal of Striver Capital. Please go ahead. 

Alok Agarwal: Mohit, I have got couple of questions, we have done a sizeable CAPEX in the last year, which 

has started showing in your top-line growth because you are expanding market as well. This 

current CAPEX what you advised is about Rs. 75 crore, if I am not wrong?  

Mohit Satyanand: It is just under Rs. 70 crore. 

Alok Agarwal: What sorts of revenue can this kind of CAPEX generate overall like?  

Mohit Satyanand: I understood your question. If we were able to run at 100% capacity year around, then it 

should be able to generate turnover of something of the order about Rs. 210-220 crore. 

Alok Agarwal: The new CAPEX that you have done or overall the company actually? 

Mohit Satyanand: Just the new CAPEX. 

Alok Agarwal: So it means overall you can cross Rs. 300 crore. 

Mohit Satyanand: Absolutely right. 

Alok Agarwal: So further you don’t have to make a substantial CAPEX for at least for next 24 months. 

Mohit Satyanand: I would not answer that question, but what I will say is that we will not need substantial 

CAPEX to raise our revenue to Rs. 300 crore. 

Alok Agarwal: Secondly, I would like to understand your marketing strategy in the sense in terms of ads, you 

have any particular budget, in terms of marketing expense to sale you follow. How do you 

handle that? Because it’s fairly competitive industry at the same time very exciting too but you 
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also have very big players with very big pockets, who don’t mind taking losses for years, so 

how do you protect yourself and make a way through? 

Mohit Satyanand: That is a very critical question for a small business, because you need to be out there, you need 

to communicate with your customers, but you can be outspent by large players. And I think in 

part our strategy is what I answered in response to an earlier questioner, who asked why we 

don’t sell or promote Crax, for example, like Kurkure does for the whole family. And I think 

the answer to that is that one of the reasons is that, if you are communicating about your brand 

to a smaller, more well-defined audience - in this case children under 12 - then you can utilize 

a very segmented communication strategy which means for example, we then use the 

children’s channels which are focusing on children, like the Cartoon Channels. We were able 

to use a movie like Ice Age IV which is an animation film which you and I will not see unless 

we have a child who is 7-8 years old in the house. And obviously then correspondingly; the 

cost of utilizing these communication channels is a fraction of the cost involved in reaching a 

larger audience. So you end up with lower exposure, a more niche market and less head-on 

competition with the big boys. I think this is very critical for us.  

Alok Agarwal: Let’s say I mean the namkeen market where you have started, which I am sure is not just 

under 12, it has to be a larger audience. 

Mohit Satyanand: You are absolutely right; this was in regards to Crax which is our flagship. Namkeen is a very 

different business. Firstly, it is a traditional business, the nature of the incumbent players is 

very different, and we are not competing against large aggressive multinationals. They don’t 

find the business interesting because firstly, it is not a business which is growing as rapidly as 

the innovative snacks business; there are already large incumbent players with strong brand 

names; the kind of margins which you can get in the business are not as huge. 

Correspondingly then, the way in which we interact in that business is very different. So in 

Namkeens for example, we don’t have an advertising spend and nor do any of the other big 

players in the business. They are all based on distribution, word of mouth, reputation etc. 

Alok Agarwal: There is just one, but still like Balaji in Gujarat has done a fairly decent job in my opinion. So 

who could be your idol in Namkeen as such whether it is Bikano in Delhi or any of those, 

anybody who you think of? 

Mohit Satyanand: I cannot really comment on Balaji in Gujarat, but we do know that there are strong regional 

players in different states. And we know that Gujarat and Maharashtra traditionally have had 

very strong local players and this is one of the reasons that we have restricted our coverage of 

Namkeens range to North India. The largest player in North India is Haldiram. And they are a 

good solid player. They have a double distribution model because they also have their 

company outlets through which they distribute as well as the distribution through the 

conventional trade channels. We of course are confined to the trade channels. But as I said 

they are not investing money in advertising and marketing and nor are we. 
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Alok Agarwal: What are the EBITDA margin aspirations for you? I am not saying today or tomorrow, maybe 

a couple of years down the line, what are your aspirations as such? What will be your target, I 

am sure you must be working towards that, I am not asking for any forecast what is going to 

turnover this year or next year, I am saying over the next few years, what could be the sales in 

terms of margins likely to be there? 

Mohit Satyanand: Are you talking about PAT to turnover? 

Alok Agarwal: No, operational margin currently it is about 11%-12%. 

Mohit Satyanand: Well it is currently at a historical low, because of whole constellation of circumstances, if you 

see the increase in input cost and so on. But before this happened we were running at about 

close to 14% and I think unless something drastic happens in the overall market place scenario 

that is certainly a level which we would like to maintain as a floor. 

Mohit Satyanand: Thank you very much. Thanks for the questions. Thanks for listening in. I will be back with 

you in less than three months - as one of the participants said we should try and move our date 

forward. So certainly within three months I hope to be back with you. And I hope that the 

second quarter holds out its promise of being a much more robust quarter in terms of sales; 

that the Ice Age promotions which we have undertaken bears adequate fruit, and we are able 

to see even better numbers in the quarter ahead. Thanks very much. 


