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TATA COFFEE LTD. — 11th Aug 2009

STOCK DETAILS

Particulars Details

BSE Code 532301

CMP (Rs.) 261

Face Value (in Rs.) Rs. 10

Book Value (in Rs.) Rs. 162.09

Price/Book Value 1.61x

EPS (FY09) Rs.11.3

P/E 23.1x

52 Week High Rs. 278 (5t August, 09)
52 Week Low Rs. 134.2 (13th March 09)
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ABOUT THE BUSINESS

Tata Coffee is world’s largest integrated coffee plantation company, with 19 coffee estates
in south India

Tata Coffee owns 19 coffee estates located in ideal coffee growing highlands of Southern India, with fertile
soils and invigorating climate. Spread over 8037 hectares in Coorg, Chickmaglur and Hassan districts of
Karnataka and in Valparai district of Tamil Nadu, Tata Coffee produces 10,000 metric tonnes of natural
shade grown Arabica and Robusta coffees.

Tata Coffee produces 10,000 mt of natural shade grown Arabica & Robusta coffee

The Company has the largest curing facility in the country at Kushal nagar with an installed capacity of
10,000mt. The coffee is cured in the company's state-of-the-art curing facility at Kushalnagar in Kodagu
district.

Tata Coffee has capacity to produce 5000 mt. of instant coffee per annum, of which sizeable portion is
exported in brands like.

1. Tata Coffee
2. Mysore Gold
3. Malabar-instant coffee brands.

Installed Capacity Actual Production
FY 2008 FY 2009 FY 2008 FY 2009
Instant Coffee 5000 5000 4966 5219

Area under Cultivation
Last year total cultivated area was 25394 acres. The details of which are given below

Arabica Robusta Tea Cardamom Pepper Others Total
7563 10651 6089 496 472 37 25394
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Business outlook-positive
The upcoming results are likely to improve on account of rising prices of Arabica coffee

International Price Trend in Arabica Coffee

Period (US cents per Ib)

2004 80.64
2005 115.22
2006 114.8
2007 123.55
2008 139.78
2009
January 128.3
February 129.48
March 128.52
April 134.88
May 150.99
June 149.79
July 140.9

Last year consolidated revenue were Rs.1121 cr. with net profit of 21 cr. on 18.7 cr. of equity giving EPS of
Rs.11.30
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Tata Coffee has invested more than Rs. 140 crs in subsidiary

Name of the Country of Nature of Business Shareholding/ Investment at
Enterprise Incorporation Controlling Interest Cost
Alliance Coffee India Marketing Instant 51% Rs. 0.025 cr.
Limited Coffee Powder
Consolidated USA Investment 50.08% Rs. 140.65 cr
Coffee Inc.
Eight ‘O’ Clock USA Roasted Coffee 50.08% 100 % Subsidiary of
Coffee Company Beans andR & G Consolidated Coffee
powder
Valuation

The company enjoys a market capitalization of Rs.488 crs which is a meagre 0.43x of FY 09 sales. The low market
capitalization/sales clearly reflects the under pricing of this stock, with an upward re-rating very much on cards.

It has free reserves of Rs.305 crs against an equity base of Rs.18.70 crs. A liberal bonus issue could be very much on
cards sooner than later.

The Net Block (Fixed Assets) is valued at Rs.1417 crs inclusive of Rs.76 crs valuation (at cost) for 19 Coffee estates
and 6 tea estates.

Considering its strong asset base and the low M.Cap/Sales (0.48x), we believe that stock is very much undervalued at
the CMP Rs.261/- and therefore recommend a ‘Buy’ with a price target of Rs.390/- based on P/E 13x of Rs. 26/- (EPS
- FY10E) on 12-15 months horizon.

Stock history

In past stock has traded between 20 times its reported earnings hence a conservative EPS target of 26 and P/E of 13x
with price target of 390.
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Disclaimer

This document is not for public distribution and has been furnished to you solely for your
information and must not be reproduced or redistributed to any other person. Persons into
whose possession this document may come are required to observe these restrictions. This
material is for the personal information of the authorized recipient, and we are not soliciting
any action based upon it. This report is not to be construed as an offer to sell or the solicitation
of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. It is for the general information of clients and Associates of arm research It does not
constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. We have reviewed the report, and
in so far as it includes current or historical information, it is believed to be reliable though its
accuracy or completeness cannot be guaranteed. Neither arm research, nor any person
connected with it, accepts any liability arising from the use of this document. The recipients of
this material should rely on their own investigations and take their own professional advice.
Price and value of the investments referred to in this material may go up or down. Past
performance is not a guide for future performance. Certain transactions -including those
involving futures, options and other derivatives as well as non-investment grade securities -
involve substantial risk and are not suitable for all investors. Reports based on technical
analysis centers on studying charts of a stock's price movement and trading volume, as
opposed to focusing on a company's fundamentals and as such, may not match with a report on
a company's fundamentals. Opinions expressed are our current opinions as of the date
appearing on this material only. While we endeavor to update on a reasonable basis the
information discussed in this material, there may be regulatory, compliance, or other reasons
that prevent us from doing so. Prospective investors and others are cautioned that any
forward-looking statements are not predictions and may be subject to change without notice.
Our proprietary trading and investment businesses may make investment decisions that are
inconsistent with the recommendations expressed herein. We and our affiliates, officers,
directors, and employees may: (a) from time to time, have long or short positions in, and buy or
sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other
transaction involving such securities and earn brokerage or other compensation or act as a
market maker in the financial instruments of the company (ies) discussed herein or act as
advisor or lender / borrower to such company (ies) or have other potential conflict of interest
with respect to any recommendation and related information and opinions. The analyst for this
report certifies that all of the views expressed in this report accurately reflect his or her
personal views about the subject company or companies and its or their securities, and no part
of his or her compensation was, is or will be, directly or indirectly related to specific
recommendations or views expressed in this report. No part of this material may be duplicated
-1 in any form and/or redistributed without arm research’s prior written consent.




