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Fresh Del Monte [FDP_US] is one of the world’s leading vertically 
integrated producers, marketers and distributors of fresh fruits, fresh 
cut fruits, vegetables, prepared fruits, juices, beverages and snacks.  
The company grown over the past decade and expects to grow at a 
steady pace driven by numerous catalyst which are likely to unfold in 
the long run.  The company has grown its top-line at a CAGR of 2.35% 
and bottom-lines at a CAGR of 23.01% in past 4 years. The company 
has also increased dividend payment by 25% in the year 2013. We 
expect the company to further increase the dividend payment in the 
coming years.  
 
 
Conclusion 
Our 12-month price target on the stock is US$ 45 which suggests that 
the stock is fairly valued at current price levels. We have a neutral 
rating on the stock. Our price target is based on DCF and P/E 
methodologies. We apply 14.8x PE on our FY2017 EPS estimate of 
US$ 3.04 which comes to US$ 45 per share.  Our DCF based price is 
US$45 per share which assumes 8.5% WACC and 2% terminal 
growth rate. See DCF details further in our report. 
 
 
The company has more than 65,000 acres of owned agricultural land 
and about 36,000 acres of leased land in its property showcase.  
Considering the shelf life of products and given the year-round 
demand for the produce, the company has made adequate provision 
to preserve the quality and freshness of the produce, to market 
through its fleet of 15 owned and 6 chartered refrigerated vessels. 
Fresh Del Monte markets and distributes products to retail stores, 
club stores, wholesale distributors and foodservice operators in more 
than 100 countries around the world.  The company has about 39 
distribution centers embedded with cold storage and banana 
ripening facilities and about 16 fresh cut facilities in the United 
States, Germany, Japan, South Korea, Hong Kong, France and United 
Arab Emirates. 
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Target Price                             $ 45.00       
Current Price                           $ 43.08 
Upside Potential                           4%              

Market Cap. 
$2,292mn   
 

Shares Outstanding 52.25mn 

Free Float (FF %) $1,457.2 mn / 63.4% 

52 Week Range ($) 47.49 / 31.11 

Avg. Daily Value 
$ 8.27 mn        
 

NYSE Index Level 10,285 

Insider Holding % 36.6% 

 
 
 
Net Cash          1.5% of market cap 
P/E                   14.8x (FY03/2017E) 
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Company Description 
Fresh Del Monte is one of the world’s largest vertically integrated producers, marketers and 
distributors of fresh fruits, fresh cut fruits, vegetables, prepared fruits, juices, beverages and 
snacks.  Despite the fragmented nature of the market, the company has grown its top-line over 
the years.  The company has is the leading marketer of fresh pineapple worldwide and the third 
largest marketer of bananas globally. The company distributes and markets its product in more 
than 100 countries worldwide.  

Ratio Analysis FY 03/2013 FY 03/2014 FY 03/2015 FY 03/2016E FY 03/2017E FY 03/2018E FY 03/2019E 

        

Growth Ratios %        

Revenue -4.7% 7.7% 6.6% 4.0% 4.3% 4.2% 4.0% 

EBITDA 15.7% -21.8% 43.0% 4.6% 5.2% 5.5% 3.7% 

Operating Income 27.4% -31.0% 66.5% 1.6% 6.5% 6.4% 4.0% 

Net income adjusted 43.7% -67.0% 226.7% 5.3% 6.1% 9.4% 3.9% 

Diluted EPS adjusted 46.2% -66.0% 227.2% 5.3% 6.1% 9.4% 3.9% 

        

Margins (%)        

Gross Margin 10.0% 7.9% 9.3% 9.0% 9.1% 9.2% 9.2% 

Operating Margin 4.8% 3.1% 4.8% 4.7% 4.8% 4.9% 4.9% 

EBITDA Margin 6.9% 5.0% 6.7% 6.7% 6.8% 6.9% 6.8% 

Pre-Tax Margin (adjusted) 4.7% 3.0% 4.4% 4.5% 4.6% 4.8% 4.8% 

Net Income Margin (adjusted) 4.2% 1.3% 4.0% 4.0% 4.1% 4.3% 4.3% 

        

ROE (%) 8.1% 2.8% 9.0% 9.0% 9.0% 9.3% 9.1% 

Return on Capital Employed (ROCE) 7.6% 5.1% 8.3% 8.2% 8.4% 8.4% 8.3% 

Return on Invested Capital (ROIC) 7.6% 2.4% 7.8% 7.9% 8.0% 8.2% 8.1% 

Return on Assets 5.7% 1.8% 5.8% 6.0% 6.1% 6.3% 6.2% 

        

P/B 1.10 1.15 1.22 1.67 1.56 1.45 1.36 

P/E 10.60 33.34 11.56 15.29 14.41 13.17 12.67 
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14.8x P/E – Fair Valuation 
At 14.8x P/E on our FY17 EPS estimate of $3.04, FDP is currently 
trading at a discount when compared to its peers, who are trading at 
an average P/E of 25x.  The company has grown its top-line at a CAGR 
of 2% to US$3.9 bn and bottom-lines at a CAGR of 23% to US$ 142mn 
over past 4 years.  Fresh Del Monte operates in a moderate growth 
space as the company has a meaningful presence in various markets 
globally.  Industry experts have estimated that the global fruits and 
vegetable industry is expected to grow at a higher pace than before, 
benefitting the players in the industry.  Considering the track 
record of the company and its current position in a fragmented 
industry, we believe that the various factors will help the 
company to strengthen its foothold in a competitive market. 
 

Low Downside Risk – Moderate Revenue Growth 
FDP is the leading producer of fresh fruits, fresh cut fruits, 
vegetables and processed fruits.  The company is operating in a 
moderate growth space as the company has a meaningful position 
in the overall fresh fruit industry. As the global middle class has 
grown, they have demanded larger quantities of higher quality and 
more-diverse fruits.  Increased consumption of fruits and 
vegetables can also be attributed to more households becoming 
health centered. Fruits and vegetables are among the daily 
necessities of human beings and are consumed by people of all 
ages. There is no close substitute which will replace the 
consumption of fruits and vegetables.  However, increasing 
consumption of meat has reduced the consumption of vegetables 
to some extent, but the demand for fruit is still unaffected.  An 
increase in global population and a rise in global diseases will 
undoubtedly give further push to the demand for fruits.  We 
believe that consumption of fruits and vegetables will 
continue to grow at steady pace over the coming years, which 
will in turn help the company to strengthen its revenues 
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                       Source: IBIS World  

Experienced  Management 
FDP has strong management with almost 15+ years of industry 
experience each for senior officials.  Key Management executives of 
the company include Mohammad Abu-Ghazaleh (Chairman and CEO), 
Hani El-Naffy (President and COO) and Richard Contreras (Senior VP 
and CFO).  Management’s experience in this fragmented market is 
evidenced by the company’s steady growth in its top-line during 
previous years. Management also possesses international industry 
experience and has previously held senior management positions at 
other industry companies.  Strong management equipped with 
professional expertise and hands-on fresh fruit industry 
experience will help the company to maintain its foothold in the 
overall fragmented market. 
 
North America - Health Conscious Efforts 
North America is the largest market for fruits, processed fruits and 
vegetables and the company has a meaningful position in it.  The 
consumption of packaged food products is expected to decline as 
consumers are increasingly becoming health conscious.  A growing 
number of consumers are expected to replace their consumption of 
canned or packaged products with fresh fruits and vegetables with 
the intention of improving their diet.  While this is expected to 
decrease the demand for frozen and canned fruits and vegetables, the 
fresh fruit segment is expected to become more popular.  FDP sells 
nearly 54% of its produce in the North American market and has 
plans to increase its market share further by allocating higher 
amounts of capital expenditure to cater to the growing demand.  We 
expect that consumer spending on fresh fruits will continue to 
increase as they become more health conscious, and this will in 
turn help the company to increase its top and bottom-line in the 
long-run.  (Source: Ibisworld.com) 
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#1 Market Leader 
FDP is one of the world’s leading vertically integrated producers, 
marketers and distributors of fresh fruits, fresh cut fruits, vegetables, 
prepared fruits, juices, beverages and snacks.  The company 
maintains a leading market position in the following product 
categories:  
Leading marketer of fresh pineapples worldwide 
Third largest marketer of bananas worldwide 
Leading grower, re-packer and marketer of tomatoes in the United 
States 
Leading year-round marketer of branded grapes in the United States 
Leading marketer for branded canned fruit and pineapple in the 
European Union (EU), other European markets and the Middle East 
The company has more than 65,000 acres of owned agricultural land 
and about 36,000 acres of leased land in its property showcase.  In 
our view, the vast agricultural land in its repertoire will provide a 
competitive advantage among domestic peers.  Considering the shelf 
life of products and given the year-round demand for the produce, 
the company has made adequate provision to preserve the quality 
and freshness of the produce, to market through its fleet of 15 owned 
and 6 chartered refrigerated vessels. The company has recently 
acquired approximately 2,600 acres of farmland in Florida for $16 
million for expansion of its tomato operations, and also acquired two 
pineapple plantations in Costa Rica totaling approximately 1,370 
acres for $12.8 million.  While we acknowledge that the fresh 
fruits and packaged food industry faces competition from 
domestic and international players, considering the present 
positioning of the company and brand loyalty of its consumers, 
we expect the company to maintain its position in an overall 
fragmented market. 
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Global Presence  
FDP markets and distributes products to retail stores, club stores, 
wholesale distributors and foodservice operators in more than 100 
countries around the world.  The company has about 39 distribution 
centers embedded with cold storage and banana ripening facilities 
and about 16 fresh cut facilities in the United States, Germany, Japan, 
South Korea, Hong Kong, France and United Arab Emirates. The 
distribution centers and fresh cut facilities help the company to 
address growing demand from supermarket chains, club stores and 
foodservice providers.  Additionally, vertical integration helps the 
company to manage transportation and distribution of products in a 
continuous temperature controlled environment.  FDP has an 
exclusive worldwide license to the Controlled Ripening Technology 
(CRT), one of the most recent developments in banana packing 
process. This packing uses state of art technology which helps to 
improve the packing and shelf life of bananas.  The company sells 
almost 54% of its produce in North America, 19% in Europe, 14% in 
Middle East and 11% in Asia.  The company is making additional 
investments in production facilities to capitalize on the growing 
demand for fresh produce by expanding its reach in its existing and 
new markets.  FDP has relationships with leading consumer brands 
like Mc Donald’s, KFC, Pizza Hut and retailers like Wal-Mart, 
Manuel’s, Carrefour, etc.  We believe that an increase in the overall 
business of these retailers, casual dining outlets, etc. will 
directly help the company in strengthening its top-line. 
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Strong Logistic Service  
Cost of product sold is principally composed of two elements, 
product and logistics costs. Product cost for the company’s produce is 
primarily composed of cultivation, harvesting, packaging which are 
fixed in nature for every producer.  However, the logistics cost, which 
includes land and sea transportation and expenses related to port 
facilities and distribution centers, vary among producers.  Sea 
transportation cost is the most significant component of logistics 
costs and is comprised of the cost of vessels, operating expenses, 
chartering refrigerated vessels, etc.  Managing the supply chain well 
to ensure the just-in-time supply of produce to the market is the 
biggest task for the companies operating in the fruit and vegetable 
industry.  FDP has more than 39 distribution centers and 16 fresh-cut 
facilities spread across North America, Europe, Asia and Middle East.  
The company owns a fleet of 15 and charters another 6 refrigerated 
vessels.  Distribution centers and fresh cut facilities provide services 
like preparation of fresh-cut produce, ripening, customized sorting 
and packing, just-in-time, direct store delivery, which address the 
growing demand from supermarket chains, club stores, food service 
providers and independent growers. In addition, the company also 
has 4,500 refrigerated container units as well as 160 trucks and 
refrigerated trailers used to transport fresh produce in United States. 
In Middle East, the company has approximately 260 trucks 
principally used to deliver fresh produce and prepared food products 
to customers.   We believe that if the logistic services are utilized 
effectively, the company will be in a position to reduce wastage 
and dead weight loss to a great extent.  In fact, this will help the 
company to strengthen its margins in the long-run. 
 

Catalysts 
 
Increasing use of Fruits in Breakfast 
Children of all ages are consuming more fruit “as is” and in increased 
portions at all meal occasions.  Consumption of fruits in breakfast is 
increasing among US citizens.  This is because breakfast is a more 
health related meal and fruit is a versatile option.  For example, 
berries and bananas have gained favor throughout the day, probably 
due to their versatility for consumption “as is” and as a topping for 
cereal or yogurt, or as an ingredient to a smoothie or hot cereal.  Fruit 
is one of the top two snacks consumed and is growing, especially as a 
morning snack partly due to American’s greater acceptance of 
snacking. We believe that an increase in consumption of fruits in 
breakfast will continue and will in-turn benefit overall fruits and 
vegetable industry. (Source: Report Linker.com) 
 

Younger Consumers Eating More 
While almost all age and life stage groups are consuming fewer 
vegetables (teens and adult males ages 18-34 are an exception) and 
less fruit juice, some segments are consuming more fruit compared to 
2009.  Specifically: 
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1. Children of all ages are consuming more fruit “as is” and with 
increases at all meal occasions. Berries, bananas, apples and 
oranges are driving this increase. 

2. Adults ages 18-44 eating more fruit at breakfast, particularly 
berries and bananas. 

3. Working women households and traditional families with 
stay-at-home moms have shown sizeable increases in fruit 
consumption over the past 5 years. 

4. African Americans, Hispanics and those in the West North 
Central, Mountain and Pacific are eating more fruit.  

Increase in Health Diseases  
Increase in globalization, rapid urbanization, acceptance of western 
culture and changes in the overall lifestyle are giving rise to the 
increasing health diseases globally.  Additionally, increasing 
consumption of higher quantity of JUNK food has worsened this issue 
to a greater extent.  Health spending is estimated to have increased 
by 2.8% in 2013 – an uptick from 2% in 2012 – to total of $7.2 
trillion, or 10.6% of global gross domestic product. As the global 
economy recovers from prolonged recession, health spending is 
expected to accelerate, rising an average of 5.2% a year in 2014-
2018, to $9.3 trillion. (Source: Delliote Report).  This increase will be 
driven by health needs of aging and growing populations, the rising 
prevalence of chronic diseases, emerging-market expansion, 
infrastructure improvements and treatments and technology 
advances.  Fruits are one among the key ingredient served for 
patients globally.  We believe that health problems and health 
related issues will increase which will in-turn benefit the overall 
fresh fruit and vegetables industry.  
 

Strong Position in Banana Market 
Bananas are the world’s most popular fruit and one of the world’s 
most important staple foods, along with rice, wheat and maize.  
Bananas are the leading internationally traded fresh fruit in terms of 
volume and dollar sales and one of the best-selling fresh fruit in the 
United States.  Based on the latest available data by the FAO, Europe 
and North America are the world’s largest banana markets and Asia 
is the third largest market.   The sale of bananas account for almost 
46% of total consolidated revenue and the company is the third-
largest marketer of bananas in the world (Source: Annual Report). 
The company produces bananas on company-controlled farms and 
also purchases from independent growers. The company has long-
term supply contracts to sell the bananas.  We do acknowledge that 
the regulation imposed by government with respect to minimum 
export prices, maximum land ownership etc might have an impact on 
the overall business of the company.  However, considering the 
present demand and consumption of bananas, we believe that 
the trend in demand and sales of bananas will continue in the 
coming years.   
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       Source: Annual Report  

Premium Pineapples – Del Monte Gold  
Pineapples are grown in tropical and sub-tropical locations, 
including the Philippines, Costa Rica, Hawaii, Thailand, Malaysia, 
Brazil, Indonesia and various countries in Africa.  Costa-Rica, Brazil 
and Philippines are among the leading countries in the production of 
pineapples. The company has almost 58,700 acres of farmland in 
these countries which is primarily allocated to production of 
pineapples and bananas. The company is in the production of 
premium pineapples (Del Monte Gold) which are extra sweet 
pineapples with enhanced taste, golden shell color and higher 
vitamin C content.  The company is the leading market of fresh 
pineapples around the world (Source: Annual Report).  From 1996 to 
2014, the sales of Del Monte Gold Extra Sweet pineapples have 
increased from 2.5 million boxes to 32.4 million boxes.  Based on the 
latest FAO data available, for the 10 year period from 2001 to 2011, 
the volume of pineapple sales in Europe, North America, Asia and 
Middle East has increased by 159%, 150%, 88% and 1069% 
respectively.  As pineapple business operates at a higher margin than 
that of bananas, increase in demand for pineapple will help the 
company to strengthen its margins in the long run. 
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Risks 
 
Severe Weather and Natural Disaster 
Severe weather conditions such as floods, draughts, windstorms, 
hurricanes, and natural disasters such as earthquakes, may 
adversely affect the supply of one or more of the fresh produce 
items. This will in-turn reduce the sales volumes, increase in per 
unit cost of production or impair the company’s ability to ship 
products as planned.  Since a significant portion of costs are fixed 
and contracted in advance of each operating year, volume declines 
due to production interruptions could result in an increase in unit 
production costs. Additionally, this could result in substantial 
losses and weaken the financial condition of the company. 
Management is aware of this concern and has also acknowledged it 
in their annual report.  We believe that occurrence of the above 
mentioned event will not only affect FDP’s business but also will 
disrupt the overall fresh produce industry to a greater extent.   

 
Competitive Market 
The fresh fruit and prepared food industry is fragmented in nature 
and the company faces competition from domestic as well as from 
international peers. The competition is intensified as the products 
are perishable in nature.  In the bananas and pineapples market, 
where the company has a strong foothold, it faces competition 
from limited number of multinational and large regional 
producers.  However, in the case of other fresh produce, the 
company faces competition from small producers as well as 
regional competitors.  The extent of competition varies by 
products.  Despite operating in a fragmented market, the company 
has grown its top-line over the years. We believe that the company 
can stay ahead of its competition if it is able to maintain the quality 
and freshness of its produce and ensure year-round distribution of 
its products in timely and regular basis. 
  

Foreign Exchange Fluctuation 
FDP is the global producer and marketer of fresh fruit, fresh cut 
fruits and prepared fruits.  As the company conducts operation in 
many regions of the world involving transactions denominated in 
various currency, the company bears risk of change in foreign 
exchange rates.   The company sells approximately 44% of its 
produce across various countries (19% in Europe, 14% in Middle 
East and 11% in Asia). In addition, there is normally a time lag 
between the time of sale and collection of proceed from the sale.  
Accordingly, if dollar appreciates relative to the currencies in 
which company has incurred its sales, operating results of the 
company is negatively affected. Weakening of dollar also has a 
negative impact on the overall business of FDP where the company 
has significant production operations. We believe that fluctuations 
in the currencies will have an impact on the overall business of 
FDP. However, the company periodically enters into currency 
forward contracts as a hedge against currency exposures. 
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Seasonality in Operations 
FDP realizes greater portion of gross profit during the first two 
quarters of each year. The sales price of any fresh produce item 
fluctuates throughout the year due to supply and demand for that 
particular item, as well as the pricing and availability of other fresh 
produce items, many of which are seasonal in nature. For example, 
production of bananas is continuous throughout the year and 
production is usually higher in the second half of the year, but the 
demand for bananas during the period varies because of the 
availability of seasonal and alternative fruits.  In the melon market, 
the entry of many growers selling unbranded or regionally branded 
melons during the peak in North American and European melon 
growing season results in greater supply, and therefore, lower sales 
prices from June to October. The company has to ensure year-round 
supply of fresh produce, even if it needs to incur extra cost to make 
the produce available to the consumer, to maintain its foothold in the 
overall fragmented market.  However, considering the track record of 
management in the fresh produce industry, we believe that the 
company can strategically fight the seasonality concern for its 
produce in an ideal way.  
 

Exposed to Political, Economic and Other Risks 
FDP is a global marketer of fresh fruits, fresh cut fruits and prepared 
fruits and is subject to political, economic and other risks that are 
inherent to operating in numerous countries.  These risks include 
those of adverse government regulations, including the imposition of 
import and export duties and quotas, currency restrictions, 
expropriation and potentially burdensome taxation. For example, 
bananas import regulations have in prior years restricted the 
company’s access to the EU banana market and increased the cost of 
doing business in the EU. However, currently the regulation has been 
lifted.  The company also faces restrictions like minimum export 
prices, sanitary regulations etc.  Risks from political, economical and 
other operating regulations impair the company’s ability to 
strengthen its top-line.  
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Recent Results 
 

FDP reported an excellent set of results for the Q3FY15 ended 
September despite a slowdown in the overall economy.  Revenues 
were up by 6% to $936.1 million.  The increase in top-line was led by 
higher net sales in all of the company’s business segments with solid 
volume gains as compared to the prior year quarter combined with 
higher selling prices in the company’s other fresh produce business 
segment. The increase in net sales was partially offset by a $27 
million exchange rate variance. Gross profit was up by 12% to $83.3 
million. Gross profit margin increased by 50bps to 8.89% despite 
operating in a competitive and fragmented market.  The increase in 
gross profit is primarily due to top-line growth, lower transportation 
costs, partially offset by higher fruit production and procurement 
costs in the company’s business segment, along with unfavorable 
exchange rates.  Net Income was up by 43% to $28.5 million and net 
margin increased by 80bps to 3%.  EPS was up by 55% to $0.54.   
Management explained that the top-line growth was basically due to 
an increase in contribution from higher value products, continued 
expansion of its geographic presence, and further leveraging of 
distribution and marketing channels.  Management also reiterated 
about looking to capitalize on the company’s position as a leader in 
avocados to meet growing customer demand. 

 
Source: Annual Report 

 
Source: Annual Report 
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Company Background 
 
FDP is one of the world’s leading vertically integrated producers, 
marketers of fresh fruits, fresh cut fruits, vegetables and prepared 
fruits. The company sources its produce and prepared products 
primarily through the company owned global operations, through 
joint venture arrangements and through the supply contracts with 
independent producers, located in  Central and South America, Africa, 
Middle East and Europe.  The company markets its products 
worldwide under the Del Monte brand.  FDP operates through 39 
distribution centers with cold storage and banana ripening facilities 
and 16 fresh cut facilities located across various countries.  
Distribution centers and fresh cut facilities address the growing 
demand from supermarket chains, thus enabling the company to 
maintain freshness, quality and enhance shelf-life of the product, 
while ensuring timely and year-round supply.  

Business Information 
FDP markets and distributes its products to retail stores, club stores, 
wholesalers, distributors and foodservice operators in more than 
100 countries around the world.  Company sells nearly 54% of its 
produce in North America, 19% in Europe, 14% in Middle East and 
12% in Asia.  The products are primarily grown and sourced from 
Central and South America, Philippines, North America and Europe.  
Nearly 46% of the fresh produce which the company has sold during 
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       Property Showcase of the Company 

      
                                                                                                       Source: Annual Report 

 

 

 

       

  

2014 was grown on company-controlled farms and the remaining 
54% was acquired through supply contracts with independent 
growers.  Costa Rica is the major sourcing location of the company, 
representing 34% of the current net sales volume of fresh produce 
products 

Product Information 
FDP is the leading marketer of fresh fruits, fresh cut fruits, vegetables 
and prepared fruits.  Out of the total consolidated revenue for the 
year 2014, banana sales accounts for nearly 46%, fresh-cut fruits 
accounts for 44% and prepared food accounts for the rest of sales.  
 

Banana 
The company has strong foothold in the North American banana 
industry and are the world’s third largest marketers of bananas 
(Source: Annual Report). The company sells nearly 49% of its banana 
produce in the North America, 21% in Europe, 17% in Asia and 11% 
in Middle East.  Bananas have short growing cycle and can easily be 
made available year-round for sale to the consumers; this enhances 
the company’s position in the fresh fruit industry.  The company 
produced nearly 37% of the banana volumes which the company sold 
in 2014, on company-controlled farms and rest were purchased from 
independent growers. The company has long term supply contracts 
with the independent growers and if need arises, the company also 
purchases the produce from spot market.    
 
Gold Pineapples 
FDP is the leading marketer of pineapples worldwide (Source: 
Annual Report). The pineapple sales account for nearly 15% of the 
company’s consolidated revenue for the year 2014.  FDP sells nearly 
62% of pineapples in North America, 20% in Europe, 13% in Asia and 
5% in Middle East.  Pineapples are usually grown in tropical and sub-
tropical locations. In contrast to bananas, pineapples have a long 
growing cycle of 18 months, and require re-cultivation after one to 
two harvests.  Pineapple growing requires a higher level of capital 
investment and a greater agricultural expertise as compared to 
growing bananas.  The sales of premium pineapples have increased 
from 2.5 million boxes in 1996 to 32.4 million boxes  
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        Sales Bifurcation over past 3 years 

         
                                                                                                          Source: Annual Report 

in 2014.  Pineapples operate at higher operating margin than 
bananas, thus the company is making efforts to further increase the 
sale of pineapples going further.  The production and procurement 
areas for gold pineapples are Costa Rica and the Philippines.  
Company cultivates greater proportion of pineapples in the 
company-controlled farms as they are adhered to cultivation 
complexity.    
 
Fresh Cut Produce 
 There is a wide difference in the spending behavior between the 
developed and developing economy.  In the developed economy, 
consumer purchasing power is high but has less time to commit to 
daily necessary things. Fresh-Cut produce gained prominence in US 
and European market with the introduction of washed and cut 
vegetables. The category has expanded to also include pineapples, 
melons, grapes, citrus and assorted vegetables.  Currently sale of 
fresh cut fruits constitute 10% of group consolidated revenue.  
 

Non-Tropical Fruit 
Non-tropical fruit includes grapes, apples, pears, peaches, plums, 
nectarines, cherries, avocados, citrus and kiwis.  Generally, non-
tropical fruit grows on trees, bushes or vines that shed their leaves 
seasonally.  Approximately, 60% of non-tropical fruit net sales are 
from grapes and avocados.  
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        Revenues – Seasonality 

        
                                                                                                    Source: Annual Report 

 

  

Seasonality in business operation 
The company realizes a great portion of revenue during the first two 
calendar quarters of the year.  Due to variability in demand and 
supply for fresh fruits, prices fluctuate throughout the year.  Pricing 
of non-seasonal fruits fluctuates due to availability of seasonal fruits. 
For example: Banana is available throughout the year and production 
is usually higher in the second half of the year, but the demand for 
bananas varies because of availability of other fruits, which are 
seasonal in nature.  The company sells non-tropical fruit during 
October to May. Prepared food products attract demand in the fourth 
quarter of the year.  Seasonality fluctuations are illustrated in the 
following table below.  
 

Global Business Distribution 
North America:  North America is the largest geographical market 
for FDP’s business, constituting 54% of the current consolidated 
revenue.  The company has a total of 23 distribution centers and a 
fresh-cut facility in this region. The company has recently 
constructed start-of-the-art distribution centers in Ontario, Canada 
for fresh-cut production and banana ripening rooms.  The company 
has strong logistics network in North America and sales person are 
located throughout this region. 
Europe: Europe is the second largest market for FDP, constitute 19% 
of total revenue.  The company sells its products to leading retail 
chains, wholesalers, distributors and distribution 
Middle East and North Africa: Middle East and North Africa is the 
third largest market, constituting 14% of our net sales.  The company 
distributes its products through company-operated distribution 
facility and through independent distributors.  The company has its 
distribution centre in Dubai, UAE which is a state-of-the-art facility 
with just-in-time capabilities that includes banana ripening and cold 
storage. The company also has distribution centers in Abu-Dhabi, 
Saudi-Arabia, Riyadh and Jeddah.  
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Revenue Distribution – By Geography 

 

Management Bio 
 

Mohammad Abu-Ghazaleh - Chairman and Chief Executive 
Officer 
Mohammad Abu-Ghazaleh is Chairman and Chief Executive Officer of 
the company. He has over 40 years of operation and management 
experience in fresh produce-related businesses. As a Chief Executive 
Officer, he is actively engaged in managing and developing 
businesses, enhancing vendor and customer relationships, 
distribution and sourcing of produce, productivity, competitive 
positioning, senior leadership development, quality control, and 
evaluation of strategic opportunities and challenges.  He also 
possesses experience in governance matters through holding 
positions in public and private company directorship. Mohammad 
Abu-Ghazaleh has strong experience in the industry having held 
previous appointments like Chairman, Chief Executive Officer, 
President and Managing Director.  
 

Hani El-Naffy – President and Chief Operating Officer 
Hani El-Naffy is the President and Chief Operating Officer of FDP. He 
has over 30 years of management and operations experience in 
shipping and fresh-produce related businesses, including working at 
executive officer level.  As a Chief Operating Officer, he is actively 
engaged in supervision of shipping, logistics, financial positioning, 
business development, contract negotiations, insurance, senior 
leadership developments, supply chain management, equipment 
utilization and evaluation of strategic opportunities. Hani El-Naffy 
has served as a Director and the company’s President and Chief 
Operating Officer since 1996. Prior to that time, he served as 
Executive Director for United Trading Company from 1986 until 
1996. 
 

John H. Dalton. – Director 
John H. Dalton has 40 years of experience in the formulation of 
policies and strategies in government and financial services 
companies providing banking, insurance and investment products.  
He is actively engaged in looking after investments, finance, financial 
reporting, financial controls and international business operations in 
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FDP.  He also has experience in governance matters through public 

and private company directorships, including experience with 

matters addressed by compensation, governance and audit 

committees. 

 
      Source: Annual Report 
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Industry  
 
The global market for fresh fruit and vegetables is approximately 
$675 billion, with just over $100 billion in the U.S. The worldwide 
fresh produce industry enjoys consistent underlying demand and 
favorable growth dynamics.  In recent years, the market for fresh 
produce has increased faster than the rate of population growth, 
supported by ongoing trends including greater consumer demand for 
healthy, fresh and convenient foods, increased retailer square footage 
devoted to fresh produce, and greater emphasis on fresh produce as a 
differentiating factor in attracting customers.  Health-conscious 
consumers are driving much of the growth in demand for fresh 
produce. Over the past several decades, the benefits of natural, 
preservative-free foods have become an increasingly significant 
element of the public dialogue on health and nutrition. As a result, 
consumption of fresh fruit and vegetables has markedly increased. 
According to the U.S. Department of Agriculture, Americans 
consumed an additional 37 pounds of fresh fruit and vegetables per 
capita in 2008 than they did in 1988.  
 Improving the eating habits of Americans has been a consistent 
theme of U.S federal and state policy for a number of years, including 
most recently, First Lady Michelle Obama’s widely promoted 
campaign to reduce child obesity. As food retailers compete in a 
consolidating industry, they have sought to increase profits by 
focusing on product categories that are growing and on value-added 
products, which generally have higher margins. Thus, the higher 
growth and margins of the fresh produce category compared to the 
average grocery category are attractive to retailers. As a result, some 
retailers are reducing dry goods sections of the store, in favor of 
expanding fresh and chilled items.  
This trend provides the companies operating in fresh fruit industry 
with new product and merchandising opportunities for fresh 
produce and packaged foods, especially for value-added lines, such as 
packaged salads, fruit bowls and fruit in plastic jars. Fully integrated 
produce companies are well positioned to meet the needs of large 
retailers through the delivery of consistent, high-quality produce, 
reliable service, competitive pricing and innovative products. In 
addition, these companies have sought to strengthen relationships 
with leading retailers through value-added services such as banana 
ripening and distribution, category management, branding initiatives 
and establishment of long-term supply agreements.  
The North American packaged foods industry is expected to show 
stable growth, over the next several years led by products that offer 
consumers healthy choices for their daily needs. Dole, competitor of 
FDP, is capitalizing on this trend with its recent introduction of fruit 
bowls in 100% juice. This is the first product offering in the grocery 
environment that is not packed in syrup or that contains artificial 
sweeteners. 
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                                                                                   Source: Annual Report 
 

Current Fruits and Vegetable Consumption Trend (Source: 
Report Linker) 
After a brief rise in per capita consumption of fruit and vegetables 
between 2004 and 2009, overall consumption has declined by 5% 
over the past 5 years, including both in-home and away-from-home 
foods.  Fruit consumption has decreased by 6% and vegetables by 
7%. Refer Chart 1 below. However, fruit losses have primarily driven 
by juice. Fruit juice consumption is down by 14% over past 5 years 
and 21% over the last 10 years. The per capita consumption of whole 
fruit – whether fresh, canned, frozen or dried – has remained fairly 
stable during this time: down 2% over the past 5 years, but still up 
7% over the past 10 years. 

 
 
When comparing consumption of various forms of fruit and 
vegetables over time, store fresh is the only form to show growth 
over last 10 years for both fruit and vegetables. Canned and 
homegrown are down for both fruit and vegetables since 2009.  Fruit 
juice has experienced the greatest decline.  Restaurants only account 
for 10% of all vegetables consumed, and only 2% of fruit and 3% of 
fruit juice.  One reason for this gap is relatively low consumption of 
fruit and vegetables at fast food (eg: McDonald’s, Subway) and coffee 
shop (eg: Starbucks, Panera Bread) establishments. While nearly 
two-third of individuals visit these establishments within a 2 week 
window, only 22% of individuals report eating fruit or vegetables 
from fast food and only 27% from coffee shops. Apparently, fruit and 
vegetable consumption has been on decline since 2009, specially for 
home prepared vegetables. In-Home fruit juice consumption is down 
by 15% to 88 times a year. The average person carrying fruit from  



22 Evaluateresearch.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

home is down to 21 times from 23 times and 11 times per year for 
vegetables from 12 times since 2009 

 

Top Consumed Fruit and Vegetables (Source: Report 
Linker) 
Orange juice is by far the top juice consumed, followed by apple juice. 
Bananas, apples and berries top the list of the most consumed fruit. 
Potatoes and lettuce are by far the top consumed vegetables.  Staple 
side dishes like vegetable salads, green beans and corn are just a few 
of the items that are causing the vegetable category to soften. 
However, carrots, spinach, avocado and kale have posted small gains.  

 
 
In 2014, 83% of fruit, excluding juice, was eaten “as is” and virtually 
all fruit juice (98%) was consumed “as is”.  Vegetables were slightly 
more versatile in how they were used: One-third were used as an 
additive (added at the table) or ingredient (added when prepared by 
meal preparer) to another dish, and 65% consumed “as is”. Fruit 
eaten “as is” has remained fairly stable over the past 10 years. 
However, vegetables eaten “as is” have declined. 
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Vegetables 
Vegetable side dishes are a frequent part of the dinner meal, 
representing the top side dishes, yet consumption has declined over 
the past 5 years.  The percent of dinners including a side dish has 
softened over time, and the number of side dishes served at the in-
home dinner is at an all-time low.  Dinner is the most important meal 
occasion for vegetables, but has suffered the greatest losses in the 
past 5 years. Specifically, the top vegetable side dishes such as leaf 
salads, corn and green beans have decreased since 2009 by 5%, 2% 
and 2% respectively.  Small gains have been noted for French fries 
(3%), baked potatoes (1%), broccoli (2%) and carrots (2%).  
Half of all vegetables are eaten as a side dish, but have declined by 
5% in the past 5 years with 10 fewer annual eating per capita. 
Consumption and use of vegetables as an ingredient in a casserole or 
mixed dish has increased slightly, by 3 more annual eating per capita.  
Vegetables eaten “as is” as the main dish have also softened.  The 
decline is driven in part by consumer’s need to prepare and serve the 
complete dinner meal as quickly and conveniently as possible.  These 
needs have contributed to the increased use of slow cookers, and the 
decrease of preparing a separate side dish. 

 
 
Fruits 
The data for fruit is much more positive over the past 5 years. Fruit, 
excluding juice, is consumed throughout the day at all eating 
occasions. Fruit consumption during breakfast and snack, in 
particular the morning snack, are up over 2009 consumption data, 
but these gains are offset by losses at both lunch and dinner. 
Additionally, fruit consumed either as a side or main dish has grown,  



24 Evaluateresearch.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

while fruit eaten as a dessert has lost favor. Consumer’s health 
motivations are most prevalent in the morning, fueling growth at 
breakfast and morning snack.  In recent years, the “better-for-you” 
types of snack foods have gained popularity within the average 
consumer. These factors place the fruit category in a potentially 
favorable growth position over the next few years.  
 
Fruit Juice 
While fruit juice is primarily consumed at breakfast, consumption 
during the eating occasion has also seen the biggest decrease over 
time. The overall decrease in 100% fruit juice consumption could be 
attributed to a variety of factors, including ongoing interest in 
consuming low-carbohydrate foods, which peaked a decade ago, and 
the ever increasing competitive set of beverages, that now includes 
flavored water.  A final factor may be 2010 Dietary Guidelines which 
emphasize that, due to provided fiber, most fiber should be 
consumed as whole fruit rather than juice.  While fruit juice is 
primarily consumed during breakfast, consumption during this 
eating occasion has also decreased. 

 
 

Demography of Fruit and Vegetable Consumer (Source: 
Report Linker) 
Children under the age of 6 and older adults 55+ are consuming the 
most fruit and vegetables. Males under the age of 45 consume at 
below average rates. Adults ages 65 and older consume the most fruit 
and vegetables, 81 more fruit, 24 more fruit juice and 87 more 
vegetable eating annually than the average person.  Children under 
the age of 12 are not eating vegetables as frequently as they were just 
5 years ago, but children of all ages are eating more fruit.  Fruit juice 
is consumed 119 times a year by children age 6-12, and 107 times by 
teens. Children under the age of 6 consume more fruit juice, yet 
consumption for this group is down by 22% since 2009 and 31% 
since 2004. Children of all ages are consuming more fresh fruit, with 
gains at all meal occasions. Vegetable intake is mixed, though down 
overall. A decrease in canned vegetables was offset by an increase in 
fresh vegetables among children.  In fact, fresh vegetables are up 10% 
among all children over past 5 years. Consumer in age between 18 to 
44 is consuming the same amount of fruit in 2014 as in 2009, though 
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more is consumed as fresh fruit, particularly at breakfast.  Vegetable 
consumption is down by 5%, driven by fewer dinner and eating “as 
is”. Store fresh vegetables increased while canned and homegrown 
decreased. 

 
 

Region Wise Distribution (Source: Report Linker) 
New England, the West North Central and Pacific regions consume 
the most fruit and vegetables, with the latter 2 regions consuming the 
most total fruit, excluding juice.  The East South Central and West 
South Central regions consume the lowest amount of total fruit, 
excluding juice.  The East, particularly the Middle Atlantic region, 
consumes the most fruit juice, and the Mountain region consumes the 
least.  The biggest shift in fruit or vegetable consumption between 
2009 and 2014 was seen in the West North Central region where 
fruit juice consumption decreased by 38% and all other fruit 
decreased by 17% and 11% in the East South Central and West South 
Central regions, respectively. 

 
 

Future of Fruit and Vegetable Consumption (Source: 
Report Linker) 
As noted above, per capita consumption of fruit and vegetables 
increases with age. The aging of population means that there will be 
more adults entering a stage in their life of potentially higher per 
negative generational effect 
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 Peer Valuation 

Name Ticker Mkt Cap (USD) P/E P/B Dvd Yld EV / EBITDA 
Fresh Del Monte Produce Inc FDP US      2,251     15.4       1.3           1.2                     9.6  
Conagra Foods Inc CAG US    17,039     17.7       5.1           2.5                   11.7  
Campbell Soup Co CPB US    14,882     19.5     10.8           2.6                   12.3  
Hormel Foods Corp HRL US    17,889     26.2       4.5           1.4                   15.0  
Treehouse Foods Inc THS US      3,627     30.4       2.0             -                     13.2  
Pinnacle Foods Inc PF US      4,842     24.1       2.8           2.3                   13.9  
Sunopta Inc SOY CN          574     34.7       1.3             -                     13.9  
Inventure Foods Inc SNAK US          136     49.4       2.5             -                     15.0  
Hain Celestial Group Inc HAIN US      4,157     21.9       2.3             -                     13.1  
Kraft Heinz Co/The KHC US    86,701     53.0       1.5           0.8   
Jm Smucker Co/The SJM US    13,416     27.2       1.9           2.3                   15.1  
General Mills Inc GIS US    33,584     19.3       5.9           3.0                   12.2  
Grupo Herdez Sab-Series * HERDEZ* MM      1,175     22.0       2.8             -     
Gruma S.A.B.-B GRUMAB MM      6,536     24.8       5.5             -     
Seneca Foods Corp - Cl B SENEB US          279     19.1       0.9             -                     11.7  
High Liner Foods Inc HLF CN          359     10.2       1.7           3.9                     8.5  
Mondelez International Inc-A MDLZ US    69,637     25.2       2.3           1.4                   16.1  
Herbalife Ltd HLF US      5,037     11.5         -               -                       7.7  
J & J Snack Foods Corp JJSF US      2,131     30.4       3.5           1.3                   13.0  
Kellogg Co K US    23,401     18.1       8.8           3.0                   12.4  
Premium Brands Holdings Corp PBH CN          713     27.3       3.6           3.6                   14.1  
B&G Foods Inc BGS US      2,067     27.0       4.4           3.8                   15.9  
Tootsie Roll Inds TR US      1,997     30.7       2.8           1.1                   17.1  
Average      25.4       3.4           1.5                   13.1  

 

 

 

 

 

 

capita fruit and vegetable consumption.  However, there has been a 
negative generational effect for both fruit and vegetables among 
older adults, who historically have consumed the most fruit and 
vegetables. This means that 50 and 60+ year olds today are 
consuming less fruit and vegetables than their counterparts 10 years 
ago. The good news is that those under the age of 40 have shown a 
positive generational effect during the past decade, which means 
those under the age of 40 today are consuming more fruit and 
vegetables than their counterparts 10 years ago.  
 

Vegetables & Fruit (Source: Report Linker) 
Based on population growth, trend in changing life-stages and 
generational characteristics, total overall vegetable eating are 
expected to grow by 4% in the next 5 years. Total vegetables should 
benefit from both the aging of the population, as well as the 
increasing population. However, a negative trend effect including the 
drive for convenience, fewer side dishes, fewer ingredients in meals, 
a competitive food landscape with more options and competitive 
marketing needs to overcome to achieve this projected benefit.   
Similarly, the fruit eating is expected to grow by 4% over the next 5 
years. Like vegetables, in spite of a negative trend effect, total fruit 
consumption is expected to sustain some growth supported by both 
the increasing population and the aging of the population. 
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5-Year Price Chart 

                                                                                                                                                                                        Source: Bloomberg 
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Income Statement ($ million) CY 2010 CY 2011 CY 2012 CY 2013 CY 2014 CY 2015E CY 2016E CY 2017E CY 2018E CY 2019E CAGR (2015-19) 

Revenue             3,553              3,590              3,421              3,684              3,928              4,085                4,260              4,439                4,617                4,801  4% 

y/y 
 

1.0% -4.7% 7.7% 6.6% 4.0% 4.3% 4.2% 4.0% 4.0% 
 Cost of Revenue -3,281 -3,270 -3,080 -3,393 -3,563 -3,717 -3,873 -4,031 -4,192 -4,355 
 Gross Profit 272.4 319.5 341.7 290.4 364.8 367.6 387.7 408.4 424.7 446.5 
 Gross margin (%) 7.7% 8.9% 10.0% 7.9% 9.3% 9.0% 9.1% 9.2% 9.2% 9.3% 
 Other Operating Revenue 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 as a % of sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 
 Selling, General & Admin Expense -166.8 -190.4 -177.2 -176.9 -175.8 -175.6 -183.2 -190.9 -198.5 -206.5 
 as a % of sales 4.7% 5.3% 5.2% 4.8% 4.5% 4.3% 4.3% 4.3% 4.3% 4.3% 
 Other Operating expenses 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 as a % of sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 
 Operating Income 105.6 129.1 164.5 113.5 189.0 192.0 204.5 217.5 226.2 240.1 5% 

y/y 
 

22.3% 27.4% -31.0% 66.5% 1.6% 6.5% 6.4% 4.0% 6.1% 
 Operating margin (%) 3.0% 3.6% 4.8% 3.1% 4.8% 4.7% 4.8% 4.9% 4.9% 5.0% 
 Interest Expense -10.8 -6.8 -3.0 -2.9 -3.2 -3.6 -3.4 -3.4 -3.7 -3.7 
 Interest income 0.9 1.1 0.7 0.7 0.6 0.8 0.8 0.7 0.7 0.7 
 Equity in (losses)income of affiliates 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Other recurring (expenses)/income -7.5 -9.7 -1.9 13.6 -12.0 -7.0 -8.0 -3.1 -3.3 -6.7 
 Amortization of intangibles 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Goodwill impairment 0.0 0.0 0.0 -99.6 0.0 0.0 0.0 0.0 0.0 0.0 
 Other non recurring (expenses) income -28.1 -13.2 -3.1 -42.0 -15.5 -20.4 -18.8 -20.0 -23.3 -19.6 
 Pretax Income (reported) 60.1 100.5 157.2 -16.7 158.9 161.8 175.0 191.8 196.6 210.8 6% 

y/y 
 

67.2% 56.4% -110.6% -1051.5% 1.8% 8.2% 9.6% 2.5% 7.2% 
 Pretax Income (adjusted) 88.2 113.7 160.3 109.9 174.4 182.2 193.8 211.8 220.0 230.4 6% 

y/y 
 

28.9% 41.0% -31.4% 58.7% 4.5% 6.4% 9.3% 3.9% 4.7% 
   - Income Tax Expense 0.7 -5.7 -12.2 -17.2 -14.3 -16.4 -17.4 -19.1 -19.8 -20.7 
 effective tax rate (%) -1.2% 5.7% 7.8% -103.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 
   - Minority Interests 1.4 -2.3 -1.8 -0.5 -2.2 -1.1 -1.6 -1.4 -1.4 -1.5 
 Income Before XO Items 62.2 92.5 143.2 -34.4 142.4 144.3 156.0 171.3 175.5 188.5 6% 

y/y 
 

48.7% 54.8% -124.0% -514.0% 1.4% 8.1% 9.8% 2.4% 7.4% 
   - Extraordinary Loss Net of Tax 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Net Income (reported) 62.2 92.5 143.2 -34.4 142.4 144.3 156.0 171.3 175.5 188.5 6% 

y/y 
 

48.7% 54.8% -124.0% -514.0% 1.4% 8.1% 9.8% 2.4% 7.4% 
 Exceptional (L)G 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 Net Income (adjusted) 81.9 101.1 145.2 47.9 156.5 164.7 174.8 191.3 198.8 208.1 6% 

y/y 
 

23.5% 43.7% -67.0% 226.7% 5.3% 6.1% 9.4% 3.9% 4.7% 
 Basic EPS (reported) 1.0 1.6 2.5 -0.6 2.5 2.6 2.8 3.2 3.3 3.5 
 Basic EPS (adjusted) 1.4 1.7 2.5 0.8 2.8 3.0 3.2 3.5 3.7 3.9 
 

            Basic Weighted Avg Shares 60.54 58.89 57.94 56.43 55.97 55.41 54.85 54.30 53.76 53.22 
 

            Diluted EPS (reported) 1.02 1.56 2.46 -0.61 2.53 2.56 2.77 3.04 3.11 3.35 6% 

y/y 
 

52.6% 57.6% -124.7% -514.5% 1.4% 8.1% 9.8% 2.4% 7.4% 
 Diluted EPS (adjusted) 1.35 1.71 2.50 0.85 2.78 2.92 3.10 3.40 3.53 3.69 6% 

y/y 
 

26.7% 46.2% -66.0% 227.2% 5.3% 6.1% 9.4% 3.9% 4.7% 
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Reference Items CY 2010 CY 2011 CY 2012 CY 2013 CY 2014 CY 2015E CY 2016E CY 2017E CY 2018E CY 2019E 

EBITDA 184.3 202.6 234.5 183.4 262.3 274.3 288.6 304.5 315.9 333.8 

Dividends per Share 0.05 0.30 0.40 0.50 0.50 0.50 0.50 0.50 0.50 0.50 

Dividend payout ratio 3.7% 17.6% 16.0% 58.9% 18.0% 17.1% 16.1% 14.7% 14.2% 13.5% 

Dep & Amor. 78.7 73.5 70.0 69.9 73.3 82.3 84.1 87.0 89.7 93.7 

as a % of sales 2.2% 2.0% 2.0% 1.9% 1.9% 2.0% 2.0% 2.0% 1.9% 2.0% 

           Balance Sheet (INR million) CY 2010 CY 2011 CY 2012 CY 2013 CY 2014 CY 2015E CY 2016E CY 2017E CY 2018E CY 2019E 

Assets   
           + Cash & Near Cash Items 49.1 46.9 39.9 42.5 34.1 70.3 108.1 171.9 249.9 314.5 

  + Short-Term Investments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Accounts & Notes Receivable 313.8 290.7 296.1 338.8 344.6 346.9 361.8 377.0 392.1 407.8 

  + Inventories 410.4 428.9 482.8 533.1 516.1 519.2 541.1 563.2 585.7 608.5 

  + Other Current Assets 108.0 125.5 107.2 101.2 146.1 146.1 146.1 146.1 146.1 146.1 

Total Current Assets 881.3 892.0 926.0 1,015.6 1,040.9 1,082.4 1,157.1 1,258.3 1,373.9 1,476.8 

  + Long-Term Investments 4.0 2.3 2.0 2.1 2.0 2.0 2.0 2.0 2.0 2.0 

    + Gross Fixed Assets 1,700.8 1,729.5 1,723.7 1,847.0 1947.1 2,069.6 2,197.4 2,330.6 2,469.1 2,613.2 

    - Accumulated Depreciation -667.7 -706.6 -699.1 -745.8 -776.9 -859.2 -943.3 -1,030.3 -1,120.0 -1,213.7 

  + Net Fixed Assets 1,033.1 1,022.9 1,024.6 1,101.2 1,170.2 1,210.5 1,254.1 1,300.3 1,349.1 1,399.5 

  + Other Long-Term Assets 192.9 184.5 175.2 138.9 131.7 131.7 131.7 131.7 131.7 131.7 

  + Goodwill & other Intangible Assets 406.4 402.3 405.6 331.4 330.5 330.5 330.5 330.5 330.5 330.5 

Total Long-Term Assets 1,636.4 1,612.0 1,607.4 1,573.6 1,634.4 1,674.7 1,718.3 1,764.5 1,813.3 1,863.7 

Total Assets 2,517.7 2,504.0 2,533.4 2,589.2 2,675.3 2,757.1 2,875.4 3,022.8 3,187.2 3,340.5 

 
        

      Liabilities & Shareholders' Equity         
        + Accounts Payable 331.9 343.2 333.5 356.0 382.1 387.0 403.2 419.6 436.4 453.4 

  + Short-Term Borrowings 5.3 2.2 2.7 2.8 2.2 2.2 2.2 2.2 2.2 2.2 

  + Other Short-Term Liabilities 30.3 24.4 26.3 23.8 25.1 25.1 25.1 25.1 25.1 25.1 

Total Current Liabilities 367.5 369.8 362.5 382.6 409.4 414.3 430.5 446.9 463.7 480.7 

  + Long-Term Borrowings 290.3 213.3 123.5 248.6 264.7 253.4 246.1 253.5 280.0 286.3 

  + Other Long-Term Liabilities 228.4 205.8 216.0 206.8 213.3 213.3 213.3 213.3 213.3 213.3 

Total Liabilities 886.2 788.9 702.0 838.0 887.4 881.0 889.9 913.8 957.0 980.3 

  + Total Preferred Equity 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Share Capital & APIC 463.5 484.2 504.3 530.7 546.9 493.0 449.5 402.7 347.1 290.7 

  + Retained Earnings & Other Equity 1,143.7 1,205.2 1,291.4 1,182.4 1,201.0 1,342.0 1,493.4 1,662.3 1,837.6 2,022.5 

Total Shareholders' Equity 1,607.2 1,689.4 1,795.7 1,713.1 1,747.9 1,835.0 1,942.9 2,064.9 2,184.7 2,313.2 

  + Minority Interest 24.3 25.7 35.7 38.1 40.0 41.1 42.7 44.1 45.4 47.0 

Total Liabilities & Equity 2,517.7 2,504.0 2,533.4 2,589.2 2,675.3 2,757.1 2,875.4 3,022.8 3,187.2 3,340.5 
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Cash Flow (INR million) CY 2010 CY 2011 CY 2012 CY 2013 CY 2014 CY 2015E CY 2016E CY 2017E CY 2018E CY 2019E 
  + Net Income 60.8 94.8 145.0 -33.9 144.6 164.7 174.8 191.3 198.8 208.1 
  + Depreciation & Amortization 78.7 73.5 70.0 69.9 73.3 82.3 84.1 87.0 89.7 93.7 
  + Other Non-Cash Adjustments 35.6 17.2 3.3 139.9 19.7 1.1 1.6 1.4 1.4 1.5 
  + Changes in Working Capital 22.3 10.2 -45.7 -67.2 -6.9 -0.5 -20.6 -20.8 -20.8 -21.5 
Cash From Operating Activities 197.4 195.7 172.6 108.7 230.7 247.6 239.9 258.9 269.0 281.9 
  + Disposal of Fixed Assets 16.0 4.7 9.8 10.4 1.6 0.0 0.0 0.0 0.0 0.0 
  + Capital Expenditures -70.8 -79.4 -79.7 -159.5 -149.1 -122.5 -127.8 -133.2 -138.5 -144.0 
  + Increase in Investments 0.0 0.0 -11.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
  + Decrease in Investments 4.2 0.0 8.5 7.8 0.0 0.0 0.0 0.0 0.0 0.0 
  + Other Investing Activities 0.0 0.0 0.0 -20.6 -12.7 0.0 0.0 0.0 0.0 0.0 
Cash From Investing Activities -50.6 -74.7 -72.4 -161.9 -160.2 -122.5 -127.8 -133.2 -138.5 -144.0 
  + Dividends Paid -2.9 -17.7 -23.2 -28.2 -27.9 -28.2 -28.2 -28.2 -28.2 -28.2 
  + Change in Short-Term Borrowings 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
  + Increase in Long-Term Borrowing 581.5 582.9 505.3 694.5 628.8 598.6 602.0 605.8 626.0 612.2 
  + Decrease in Long-term Borrowing -612.8 -663.5 -593.4 -567.2 -612.5 -609.9 -609.3 -598.5 -599.5 -605.9 
  + Increase in Capital Stocks 2.2 22.8 10.1 44.0 48.9 25.6 30.3 31.8 36.1 34.5 
  + Decrease in Capital Stocks -108.1 -50.0 -12.9 -95.5 -131.1 -79.5 -73.8 -78.6 -91.7 -90.9 
  + Other Financing Activities 3.4 -0.2 10.6 3.6 5.1 4.5 4.7 5.7 4.7 4.9 
Cash from Financing Activities -136.7 -125.7 -103.5 51.2 -88.7 -88.9 -74.3 -61.9 -52.5 -73.3 
Effect of Exchange Rate Changes 4.5 2.5 -3.7 4.6 9.8 0.0 0.0 0.0 0.0 0.0 
Net Changes in Cash 14.6 -2.2 -7.0 2.6 -8.4 36.2 37.8 63.9 78.0 64.5 

 

Ratio Analysis FY 03/2011 FY 03/2012 FY 03/2013 FY 03/2014 FY 03/2015 FY 03/2016E FY 03/2017E FY 03/2018E FY 03/2019E FY 03/2020E 

           Growth Ratios % 
          Revenue 
 

1.0% -4.7% 7.7% 6.6% 4.0% 4.3% 4.2% 4.0% 4.0% 

EBITDA 
 

9.9% 15.7% -21.8% 43.0% 4.6% 5.2% 5.5% 3.7% 5.7% 

Operating Income 
 

22.3% 27.4% -31.0% 66.5% 1.6% 6.5% 6.4% 4.0% 6.1% 

Net income reported 
 

48.7% 54.8% -124.0% -514.0% 1.4% 8.1% 9.8% 2.4% 7.4% 

Net income adjusted 
 

23.5% 43.7% -67.0% 226.7% 5.3% 6.1% 9.4% 3.9% 4.7% 

Diluted EPS reported 
 

52.6% 57.6% -124.7% -514.5% 1.4% 8.1% 9.8% 2.4% 7.4% 

Diluted EPS adjusted 
 

27% 46% -66% 227% 5% 6% 9% 4% 5% 

Dividend per share 
 

500.00% 33.33% 25.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

           Accounts Receivables 
 

-7.4% 1.9% 14.4% 1.7% 0.7% 4.3% 4.2% 4.0% 4.0% 

Inventory 
 

4.5% 12.6% 10.4% -3.2% 0.6% 4.2% 4.1% 4.0% 3.9% 

Fixed Assets 
 

-1.5% -0.3% -2.1% 3.9% 2.5% 2.6% 2.7% 2.8% 2.8% 

Total Assets 
 

-0.5% 1.2% 2.2% 3.3% 3.1% 4.3% 5.1% 5.4% 4.8% 

Working Capital 
 

1.6% 10.2% 12.7% 1.1% 0.1% 3.4% 3.4% 3.2% 3.2% 

Accounts Payable 
 

3.4% -2.8% 6.7% 7.3% 1.3% 4.2% 4.1% 4.0% 3.9% 

Short Term Debt 
 

-58.5% 22.7% 3.7% -21.4% 0.0% 0.0% 0.0% 0.0% 0.0% 

Long Term Debt 
          Total Equity 
 

5.1% 6.3% -4.6% 2.0% 5.0% 5.9% 6.3% 5.8% 5.9% 

           Cash From Operations 
 

-0.9% -11.8% -37.0% 112.2% 7.3% -3.1% 7.9% 3.9% 4.8% 

Capital Expenditure 
 

-12.1% -0.4% -100.1% 6.5% 17.8% -4.3% -4.2% -4.0% -4.0% 

Free Cash Flow 
 

-8.1% -20.1% -154.7% -260.6% 53.2% -10.4% 12.2% 3.8% 5.6% 
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Per Share Data (US$) FY 03/2011 FY 03/2012 FY 03/2013 FY 03/2014 FY 03/2015 FY 03/2016E FY 03/2017E FY 03/2018E FY 03/2019E FY 03/2020E 
Basic EPS (adjusted) 1.4 1.7 2.5 0.8 2.8 3.0 3.2 3.5 3.7 3.9 
Diluted EPS (adjusted) 1.3 1.7 2.5 0.8 2.8 2.9 3.1 3.4 3.5 3.7 
Dividend per share (DPS) 0.1 0.3 0.4 0.5 0.5 0.5 0.5 0.5 0.5 0.5 
Book Value per share (BVPS) 20.4 22.3 24.1 24.6 26.3 26.7 28.6 30.8 32.9 35.2 

           Margins (%) 
          Gross Margin 7.7% 8.9% 10.0% 7.9% 9.3% 9.0% 9.1% 9.2% 9.2% 9.3% 

Operating Margin 3.0% 3.6% 4.8% 3.1% 4.8% 4.7% 4.8% 4.9% 4.9% 5.0% 
EBITDA Margin 5.2% 5.6% 6.9% 5.0% 6.7% 6.7% 6.8% 6.9% 6.8% 7.0% 
Pre-Tax Margin (adjusted) 2.5% 3.2% 4.7% 3.0% 4.4% 4.5% 4.6% 4.8% 4.8% 4.8% 
Net Income Margin (adjusted) 2.3% 2.8% 4.2% 1.3% 4.0% 4.0% 4.1% 4.3% 4.3% 4.3% 

           Return Ratios 
          Dupont ROE (%) 5.1% 6.0% 8.1% 2.8% 9.0% 9.0% 9.0% 9.3% 9.1% 9.0% 

Margin (%) 2.3% 2.8% 4.2% 1.3% 4.0% 4.0% 4.1% 4.3% 4.3% 4.3% 
Turnover (x) 1.4 1.4 1.4 1.4 1.5 1.5 1.5 1.5 1.4 1.4 
Leverage (x) 1.6 1.5 1.4 1.5 1.5 1.5 1.5 1.5 1.5 1.4 

           Return on Assets 3.3% 4.0% 5.7% 1.8% 5.8% 6.0% 6.1% 6.3% 6.2% 6.2% 
Return on Capital Employed 4.9% 6.0% 7.6% 5.1% 8.3% 8.2% 8.4% 8.4% 8.3% 8.4% 
Return on Invested Capital 4.3% 5.3% 7.6% 2.4% 7.8% 7.9% 8.0% 8.2% 8.1% 8.0% 

           FCF Calculation 
          Op. cash  197.4 195.7 172.6 108.7 230.7 247.6 239.9 258.9 269.0 281.9 

capex -70.8 -79.4 -79.7 -159.5 -149.1 -122.5 -127.8 -133.2 -138.5 -144.0 
FCF (US$ million) 126.6 116.3 92.9 -50.8 81.6 125.0 112.1 125.7 130.5 137.8 
FCF margin (%) 3.6% 3.2% 2.7% -1.4% 2.1% 3.1% 2.6% 2.8% 2.8% 2.9% 
FCF per share 2.09 1.97 1.60 -0.90 1.45 2.22 1.99 2.23 2.32 2.45 
Price/FCF per share 21.44 22.74 27.97 -49.65 30.87 20.15 22.47 20.03 19.30 18.27 
FCF Yield 4.7% 4.4% 3.6% -2.0% 3.2% 5.0% 4.4% 5.0% 5.2% 5.5% 

           Net Cash calculation 
          Cash + short term investments 49.1 46.9 39.9 42.5 34.1 70.3 108.1 171.9 249.9 314.5 

Less: long term debt + ST debt -295.6 -215.5 -126.2 -251.4 -266.9 -255.6 -248.3 -255.7 -282.2 -288.5 
Net Cash -246.5 -168.6 -86.3 -208.9 -232.8 -185.4 -140.3 -83.8 -32.3 25.9 

           Net cash per share -4.1 -2.8 -1.5 -3.7 -4.1 -3.3 -2.5 -1.5 -0.6 0.5 

           
   

          
   Valuation ratio's 

          P/B 1.22 1.12 1.10 1.15 1.22 1.67 1.56 1.45 1.36 1.27 
P/E 18.50 14.64 10.60 33.34 11.56 15.29 14.41 13.17 12.67 12.10 
P/S 0.43 0.41 0.45 0.43 0.46 0.62 0.59 0.57 0.55 0.53 
EV/sales 0.50 0.47 0.49 0.50 0.53 0.68 0.66 0.63 0.61 0.58 
EV/EBITDA 9.69 8.26 7.09 10.05 7.94 10.19 9.68 9.18 8.85 8.37 
EV/EBIT 16.91 12.97 10.10 16.25 11.02 14.56 13.67 12.85 12.36 11.64 
EV/FCF 14.10 14.39 17.89 -36.30 25.52 22.36 24.94 22.23 21.41 20.28 
Dividend Yield (%) 0.11% 0.67% 0.89% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 
Div payout on FCF 2.4% 15.3% 25.0% -55.5% 34.5% 22.5% 25.1% 22.4% 21.6% 20.4% 
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Working Capital Ratios FY 03/2011 FY 03/2012 FY 03/2013 FY 03/2014 FY 03/2015 FY 03/2016E FY 03/2017E FY 03/2018E FY 03/2019E FY 03/2020E 

Receivable days (DSO) 32 31 31 31 32 31 31 31 31 31 

Inventory days (DIO) 46 47 54 55 54 51 51 51 51 51 

Payables days (DPO) 37 38 40 37 38 38 38 38 38 38 

Current ratio 2.4 2.4 2.6 2.7 2.5 2.6 2.7 2.8 3.0 3.1 

Quick ratio 1.3 1.3 1.2 1.3 1.3 1.4 1.4 1.6 1.7 1.8 

Working capital 470 478 526 593 600 600 621 642 662 684 

Cash conversion cycle 41 40 45 49 48 44 44 44 44 44 

           Leverage Ratios 
          Debt / equity 18% 13% 7% 15% 15% 14% 13% 12% 13% 12% 

Net cash (debt) / equity -15% -10% -5% -12% -13% -10% -7% -4% -1% 1% 

Net cash (debt) / mkt cap -16% -11% -6% -13% -13% -7% -6% -3% -1% 1% 

Net cash (debt) / capital -13% -9% -4% -11% -12% -9% -6% -4% -1% 1% 

           Coverage Ratios 
          Interest coverage [EBIT] 10.7 22.6 71.5 51.6 72.7 69.1 77.2 81.8 76.7 80.0 

Interest coverage [Opt. CF] 19.9 34.3 75.0 49.4 88.7 89.1 90.6 97.3 91.2 94.0 

           Earnings Quality Ratios 
          Net operating assets/liab [NOA] 1878 1884 1918 1960 2021 2061 2126 2193 2262 2334 

Average NOA 
 

1881 1901 1939 1990 2041 2094 2159 2228 2298 

B/S accrual ratio 
 

0.00 0.02 0.02 0.03 0.02 0.03 0.03 0.03 0.03 

CF accurual ratio 
 

-0.01 0.02 0.05 0.04 0.02 0.03 0.03 0.03 0.03 

           Enterprise Value Calculation FY 03/2011 FY 03/2012 FY 03/2013 FY 03/2014 FY 03/2015 Current 
    Market Cap. 1,515 1,480 1,540 1,597 1,809 2,522 
    + Minority Interest 24 26 36 38 40 40 
    +Total Debt (ST & LT Debt) 296 216 126 251 267 267 
    - Cash & Equivalents 49 47 40 43 34 34 
    Enterprise Value 1,786 1,674 1,662 1,844 2,082 2,795 
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DCF model 2011 2012 2013 2014 2015 2016E 2017E 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 

(in US$ million)                               

EBIT 106 129 165 114 189 192 204 218 226 240 250 270 276 294 295 

% growth 0% 22% 27% -31% 67% 2% 7% 6% 4% 6% 4% 5% 4% 5% 4% 

                                

Taxes @ -1.2% 5.7% 7.8% -103.0% 9.0% 9.0% 9.0% 9.0% 9.0% 9.0% 8.9% 8.8% 8.7% 8.6% 8.5% 

                                

EBIAT 107 122 152 230 172 175 186 198 206 218 227 247 252 269 270 

% growth 0% 14% 25% 52% -25% 2% 7% 6% 4% 6% 4% 5% 4% 4% 4% 

                                

+ D&A 79 74 70 70 73 82 84 87 90 94 100 104 125 136 142 

- Capital expenditures -71 -79 -80 -160 -149 -123 -128 -133 -139 -144 -105 -114 -125 -136 -147 

- Change in net WC 22 10 -46 -67 -7 -1 -21 -21 -21 -21 -15 -23 -30 -32 -17 

Free Cash Flow to Firm 137 126 96 74 89 134 122 131 136 147 207 213 222 236 247 

FCY y/y growth   -8% -24% -24% 21% 50% -9% 8% 4% 8% 41% 3% 4% 6% 5% 

                                

                                

Value per Share                               

      Cost of capital       WACC     8.5%           

Terminal Growth 6.5% 7.5% 8.5% 9.5% 10.5%   PV of Free Cash Flow   1,109           

1.5%                63                 51                  42                 36                 31    PV of Terminal Value   1,708           

1.8%                66                 53                  44                 37                 32    Add: Net Cash   -233           

2.0%                68                 54                  44                 37                 32    Total Equity Value   2,584           

2.3%                72                 56                  46                 38                 33    Shares outstanding   58.12            

2.5%                75                 58                  47                 39                 33    DCF value     44           
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Disclaimer 
Evaluate Research provides institutional equity research on global public mid-cap 
companies. All information used in the publication of this report has been compiled 
from publicly available sources that are believed to be reliable; and we do not seek 
insider information for writing this report. Opinions, estimates and projections in 
this report constitute the current judgment of the analyst(s) as on the date of this 
report.  It is not guaranteed as to accuracy, nor is it a complete statement, of the 
financial products, securities, or markets referred to. Opinions are subject to change 
without notice. To the extent permitted by law, Evaluate does not accept any liability 
arising from the use of information in this report.   
 
This document is provided for information purposes only, and is not a solicitation or 
inducement to buy, sell, subscribe, or underwrite securities or units. Evaluate does 
not make individually tailored investment recommendations. Any valuation given in 
a research note is the theoretical result of a study of a range of possible outcomes, 
and not a forecast of a likely share price. The securities, issuances or investment 
strategies discussed in this report may not be suitable for all investors. Investments 
involve many risk and potential loss of capital. Past performance is not necessarily 
indicative of future results. Evaluate may publish further update notes on these 
securities/companies but has no scheduled commitment and may cease to follow 
these securities/companies as may be decided by the research management. 
 
Evaluate and its analysts are free to issue any opinion on the security or issuance. 
Evaluate seeks to comply with the CFA Institute Standards as well as NIRI Guidelines 
(National Investor Relations Institute, USA) for all conduct, research and 
dissemination of research, particularly governing independence in issuer 
commissioned research. 
 
Forward-looking information or statements in this report contain information that is 
based on assumptions, forecasts and estimates of future results, and therefore 
involve known and unknown risks or uncertainties which may cause the actual 
results, performance or achievements of their subject matter to be materially 
different from the current expectations. 
 
Evaluate makes an effort to use reliable, comprehensive information, but makes no 
representation that this information is accurate or complete. Evaluate is under no 
obligation to update or keep current the information contained herein. The 
compensation of the analyst who prepares any Evaluate research report is 
determined exclusively by Evaluate’s research and senior management. 
 
Evaluate Research Ltd. does not conduct any investment banking, stock brokerage or 
money management business and accordingly does not itself hold any positions in 
the securities mentioned in this report. However, Evaluate’s directors, affiliates, and 
employees may have a position in any or related securities mentioned in this report 
at an appropriate time period after the report has already been disseminated, and in 
compliance with all CFA Institute Standards. 
 
No part of this report may be reproduced or published without the prior written 
consent from Evaluate Research Ltd. Please cite the source when quoting. 
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