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Coffee Day Enterprises Ltd. (CDEL). : “AVOID "

Coffee Day Enterprises Ltd (CDEL) is the parent company of the Coffee
Day Group, which houses Café Coffee Day that pioneered the coffee
culture in the chained café segment in India. It opened its first Café
Coffee Day outlet in Bengaluru in 1996 and has established the largest
footprint of café outlets in India with a network of 1,538 café outlets
spread across 219 cities, including under the established and recognized
brand name “Café Coffee Day” (popularly referred to as “CCD"), as of
June 30, 2015. In terms of the number of chained café outlets, CDEL had
a market share of approximately 46% in India, with its café footprint
being nearly four times larger than the cumulative footprint of the next
four competitors. The company is engaged in coffee business through its
subsidiary, Coffee Day Global Limited (earlier known as Amalgamated
Bean Coffee Trading Company Limited). It is also engaged in coffee
trading through CDEL and Coffee Day Trading Limited. In addition to
having the largest chain of cafés in Indiq, it operates a highly optimized
and vertically integrated coffee business which ranges from procuring,
processing and roasting of coffee beans to retailing of coffee products
across various formats. In addition to the coffee business, CDEL operates
other select businesses that are aimed at leveraging India’s growth
potential, namely, development of IT- ITES technology parks, logistics,
financial services, hospitality and ITITES through its subsidiaries. CDEL has
witnessed ~30% CAGR in topline over FY2010-15 to Rs. 24,794 mn. On the
EBITDA front, the company reported a ~26% CAGR over the same period.

CDEL incurred losses in Financial Years 2012, 2013 and 2014 and FY15,
which may adversely affect the business and financial performance. lts
operations are conducted through Subsidiaries. Therefore, its ability to
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pay dividends on the Equity Shares depends on its ability to obtain cash Y/e 31 Mar QIFY16  Fy15 FY14 FY13
dividends or other cash payments from its subsidiaries CDEL has pledged Total income 6,231 24,794 22,870 20,996
certain equity shares held by it in certain Subsidiaries and associate N 8.4 9 34
companies held by it in favor of certain lenders to secure loan facilities Growth (%) :

obtained by our Company and Subsidiaries. Promoters have provided EBITDA 1,022 3,751 3,189 2,996
personal guarantees and may in the future provide additional EBITDA Margin (%) 16.4 15.1 13.9 14.2
guarantees and/ or collateral of shares of CDEL and certain Promoter

Group companies to secure the loans availed by the Company, Reported PAT (200) (872) (770) (214)
Subsidiaries and its Promoter Group companies. On performance front, PAT margin (%) - - - -
i company has (on consoldted bas) posied nefloss for ot ivee  [E AR
i . Du vy ex itu in i i u , hi

depreciation and initial break-even periods have caused negative Networth 5,140 5118 4980 | 4883
earnings so far. Turnaround will take few more years. All these along with RoCE (%) 3 2.7 1.7 2.8
its branding are well discounted in asking price. After issue of initial P/BV (x) - 73 70 6.0
equity at par, it had issued shares in a price range of Rs. 1768.00 fo Rs.

2900 per share during 2010 - 2015 and has issued bonus shares in the EV/EBITDA (x) - 16.4 204 20
ratio of 7 shares for every 1 share held in May 2015 and done conversion

of CCDs in to shares in September 2015. At the upper end of the price Shareholding Pattern

band, the Company'’s total equity valuation stands at Rs. 6756 crore (%) Pre Issue Post Issue
translating into EV/EBITDA multiple of 26x which seems aggressive and

steep. Investors should clearly note it is an IPO of holding Company

which houses Coffee business in its subsidiary Coffee Day Global Ltd. and Promoters group 63.34 5256

it would receive only dividends from its subsidiaries. With due Public (including

consideration to above factors, complex holding structure, investors institutions & 36.66 47 .44
getting other businesses apart from Coffee business in CDEL bouquet employees)

which are currently dragging performance on consolidated basis, limited Total 100 100

scope to improve EBITDA margins as retail coffee accounts only 30

percent of total capital employed, high capital cost of store addition
would be a burden on financials considering low pricing lower as
compared to peers like Starbucks in Coffee segment, high debt/equity of
5x, Consolidated Co’s bottomline line in red for past 3 years and steep
valuation despite losses we recommend to “AVOID” the issue.
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Objects of the is

sue
1) Setting-up of new Café Network outlets and Coffee Day Xpress kiosks - Rs. 880 mn;

2) Manufacturing and assembling of vending machines - Rs. 970 mn;

3) Refurbishment of existing Café Network outlets and vending machines - Rs. 610 mn ; and

4) Setting-up of a new coffee roasting plant facility, along with integrated coffee packing facility and tea packing

facility - Rs. 6,330 mn
5) Balance amount to be used for general corporate purposes

Disclaimer

Ajcon Global Services Ltd. is a fully integrated investment banking, merchant banking, corporate advisory, stock broking, commodity and currency
broking. Ajcon Global Services Ltd. research analysts responsible for the preparation of the research report may interact with trading desk personnel,
sales personnel and other parties for gathering, applying and interpreting information.

Ajcon Global Services Ltd. is registered as Research Analyst with SEBI bearing registration Number INHO00001170 as per SEBI (Research Analysts)
Regulations, 2014.

Individuals employed as research analyst by Ajcon Global Services Ltd. or their associates are not allowed to deal or trade in securities that the research
analyst recommends within thirty days before and five days after the publication of a research report.

We and our affliates, officers, directors, employees and their relative may: (a) from time to time, have long or short positions in act as a principal in, and
buy or sell the securities or derivatives thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities
and earn brokerage.

The information and opinions in this report have been prepared by Ajcon Global Services Ltd. and are subject to change without any notice. The report
and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to,
copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of Ajcon Global
Services Ltd. While we would endeavour to update the information herein on a reasonable basis, Ajcon Global Services Ltd. is under no obligation to
update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Ajcon Global Services Ltd. from
doing so. This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been
made nor is its accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or
considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all
the customers simultaneously, not all customers may receive this report at the same time. Ajcon Global Services Ltd. will not treat recipients as
customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that
any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may
not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs
of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently
evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other
reason. Ajcon Global Services Ltd. accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past
performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated
before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not
predictions and may be subject to change without notice. Ajcon Global Services Ltd. or its associates might have managed or co-managed public offering
of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

Ajcon Global Services Ltd. or its associates have not received any compensation from the companies mentioned in the report during the period preceding
twelve months from the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or
merchant banking, brokerage services or other advisory service in a merger or specific transaction.

Ajcon Global Services Ltd. encourages independence in research report preparation and strives to minimize conflict in preparation of research report.
Ajcon Global Services Ltd. or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in
connection with preparation of the research report. Accordingly, neither Ajcon Global Services Ltd. nor Research Analysts have any material conflict of
interest at the time of publication of this report.

Research Analyst
Corporate Off. : 408, Express Zone, “"A” Wing, Cello - Sonal Realty, Near Oberoi Mall,

Western Express Highway, Malad (East), Mumbai - 400 063. Tel : 91-22-67160400
mail : research@ajcon.net Website : www.ajcononline.com

Akash Jain, MBA (Financial Markets)




Ajc Global”

Your Friendly Advisor
Since 1986

G, LUI

It is confirmed that Akash Jain — MBA (Financial Markets), research analyst of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months. Compensation of our Research Analysts is not based on any specific merchant banking,
investment banking or brokerage service transactions.

Ajcon Global Services Ltd. or its subsidiaries collectively or Directors including their relatives, Research Analysts, do not own 1% or more of the equity
securities of the Company mentioned in the report as of the last day of the month preceding the publication of the research report.

It is confirmed that Akash Jain — MBA (Financial Markets) research analyst do not serve as an officer, director or employee of the companies mentioned in
the report.

Ajcon Global Services Ltd. may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this
report.

Neither the Research Analysts nor Ajcon Global Services Ltd. have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on Ajcon Global Services Ltd. by any Regulatory Authority impacting Equity Research
Analysis activities.

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

Mr. Akash Jain - Vice President (Research) at research@ajcon.net, 022-67160431 (D)

CIN: L74140MH1986PLC041941
SEBI registration Number: INH000001170 as per SEBI (Research Analysts) Regulations, 2014.

Website: www.ajcononline.com
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