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Godfrey is the flagship company of diversified K.K Modi Group, is 

one of the largest players in the Indian cigarette industry and has busi-

ness interest in tea (Brand– Rangoli), pan masala and confectionary. 

The promoter holds 72.19% stake in the company.  

Company has two major stakeholders;  India's leading indus-
trial houses ‐  K. K. Modi Group, which holds 47.09% stake and 
 World's largest tobacco companies, Philip Morris Inc, US, 
which holds 25.10%.  
Further, it manufactures some of its most popular cigarette brands in 

the country like Four Square, Red and White, Cavanders, Tipper and 

North Pole. Additionally, Godfrey also manufactures and distrib-
utes iconic brand “Marlboro” in an arrangement with Philip 
Morris to manufacture and distribute its brands, including the 
iconic Marlboro cigarettes.  
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Index Detail  

Sensex 39097.14  

Nifty 11588.20  
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Face Value ` 2 

Div. Yield 0.77% 
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Stock Data 

P/E 16.17 

EV/EBITDA 8.76 

P/BV 2.4 

RONW(%) 15% 

Valuation Data 

EV 5185.20 

Net Worth 2190.15 

BV 421.18 

EPS (TTM) 61.73 
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Margin to improve on the back of higher premium ciga-
rette sales, domestic tobacco leaf demand and premium 
Pan Masala sales 

Company reported Gross Sales Value of `1852 crores and Net Profit 

of ̀ 115 Crores representing increase of 34.5% and over a 100% respec-

tively compared to the same period last year. Similarly, gross Profit 

margins were maintained at 23.4% and PAT margins increased to 

6.2% from 4.1% compared to last year  

 

In addition, delivered strong cigarette domestic volume growth of 17% 

during Q1 FY20 along with a better product mix and improved realiza-

tions. Its domestic cigarette market share also increased from 11.2% in 

Q1 FY19 to 12.4% in Q1 FY20. The Company top line perform-
ance has been supported by an increase in the export of un-
manufactured tobacco and cigarettes resulting in the Interna-
tional Business contributing ` 219 Crores and growing by 
77.2% .  
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Gross Sales from 24Seven Convenience 

Stores (TFS) increased by 47.4% to `100 

Crores with store outlets increasing from 77 

to 102 on  Y-o-Y basis. In line with  strategy 

and focus on a route density model, all the 

new outlets in the quarter have been opened 

in Delhi, NCR and Chandigarh region. 

Though, continue to optimize its customer 

product offering and seek operating efficien-

cies at all levels in pursuit of store level prof-

itability. 
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Share Price Chart 

Company’s management team remains fully committed to its 
core business of cigarettes and accordingly, has opted for geo-
graphic expansion into the high potential markets of south-
ern India by developing sales and distribution infrastructure 
there. 

Share Holding Pattern 

72
%

28
%

Promoter Others

Premium Pan Masala performing well 

In Chewing products, Pan Vilas (Premium Pan Masala) is per-

forming well. Premium pan masala market size is estimated to be 

`2800 crores and Pan Vilas has a 20% share in its key market of Gu-

jarat.  

It contributes around 50% to the Chewing Products segment. The management is focusing on re-

ducing non-profitable chewing products in order to increase profitability. Extending the Pan 
Vilas brand further, RAAG, a pan masala in the popular price segment was launched in 
mid-premium segment whose market size is estimated to be `20000 crore. Within a short 
span of launch, RAAG has gained significant market share. Additionally, with the intro-
duction of Funda Goli (Confectionary segment) range of candles, GPIL established  
niche for itself as a unique confectionary brand.  

‘Round the clock’ convenience stores -  

Company has taken an innovative approach to enter into the retail stores. They opened 24*7 chain 

of convenience stores which offers an international shopping experience round the 

clock.. The store offers daily needs groceries, ready-to-eat foods, beverages, international courier 

services and many more. As on Q1 FY 20, these stores contributed 9.6% to Net Sales. And 

has 102 total stores as on June 19 adding to 25 new stores over last year.   
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Company continue to operate in a challenging business environment where high 
level of taxes on cigarettes continue to give rise to illicit trade at lower rates. De-
spite these industry challenges, Godfrey delivered stronger than industry volume 
growth driven by new product launches and introduction of new flavors of ciga-
rettes in selected markets. In addition , also expanded presence in South India with 
the launch of both own brands and Marlboro . Company also continue to focus on 
exports of own brands of cigarettes into its existing markets resultant strong ex-
port performance. Going forward, company will focus on expanding premium pan 
masala outreach in order to ensure profitable growth of the business,  

An Eye on Numbers 

Company reported a more than double consolidated net profit at `119 crore in April-June quarter 

(Q1FY20) on strong volume growth.  

 

Operational revenue during the quarter grew 40 % to ` 841 crore against ` 602 crore in the corre-

sponding quarter of previous fiscal. The strong 77 % year-on-year (YoY) growth in the export of 

unmanufactured tobacco and cigarettes in the international business contributing ` 219 crore, led 

higher revenue during the quarter.  

 

Company delivered strong cigarette domestic volume growth of 17 % Y-o-Y during the 

quarter along with a better product mix and improved realization. The company has opted 

for geographic expansion into the high potential markets of southern India by developing 

sales and distribution infrastructure.  

Overall exports of company were at `494 crores as against `407 crores in the last financial year 

and there was improvement in gross margins as well. This growth has primarily been due to in-

crease in business from major customers of unmanufactured tobacco and good cigarette vol-

umes across all Regions. This is also attributed towards  focus on high margin business for 

both cigarettes and cut tobacco and some competitive cost advantage availed by the Com-

pany. 

Company has been focusing on growth of own brands and has been successful in seeding 

brands such as Stellar, Originals, Time 7 and Business Kings in markets of Latin America/ 

EEMA and South East Asia. Some new initiatives are planned in a few markets of Latin 

America with its flagship brand Jaisalmer. Also, plans  to introduce innovative products in 

new formats such as Super slims. 
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Product Portfolio — Q1 FY2020 
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Govt bans e-cigarettes, will stop all production, sale 

Following this decision, manufacturing, import, export, transport, sale, distribution, storage and ad-

vertising related to e-cigarettes are now banned. key reason behind the move was the alarming rate 

at which vaping is becoming popular among the younger population.  

Govt approves ordinance to ban e-cigarettes in India 

Individuals in possession of e-cigarette stocks need to hand it over to police 

Those found storing e-cigarette stocks illegally could end up going to prison or paying a heft fine 

 

Rationale behind the ban  

India's decision to ban the sale, manufacture, import and advertising of e-
cigarettes nationwide was a "bold effort" to protect youth from the risk of nicotine 
addiction.  
 

E-cigarettes emerged as de-addiction products, to help smokers to switch to safer 
methods of nicotine consumption without the harmful impact of smoking conven-
tional tobacco-made cigarettes. 

The consumption of e-cigarettes and vapes, are much less in India compared to other 
countries, but it is catching up with the younger population. In 2017, the market re-
search firm Euro monitor International valued India’s e-cigarette/vaping market at 
around $15.6 million and projected it to grow 60 percent annually until 2022. The 
market is dominated by imported brands, Indian companies like Godfrey Phillips have 
launched e-cigarette brands to tap into the growing demand among young consum-
ers. 

Particulars Q1 FY 20 Q-Q  Y-Y Q4 FY 19 Q1 FY 19 

Revenue  800.73 31.88 40.12 607.15 571.44 

EBITDA 219.62 140.28 100.29 91.40 109.65 

PBT 176.74 164.62 107.90 66.79 85.01 

PAT 118.63 145.76 106.49 48.27 57.45 

EPS 22.81 145.76 106.49 9.28 11.05 

Key Financials (` in crores) 
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Market drivers:  
 Over the years, tobacco has become an essential part of the Indian socio-cultural environment, es-

pecially in the eastern, northern, and north-eastern parts of the country. A relatively higher income 

growth compensates for the increasing price of cigarettes, leading to greater consumption. More-

over, societal influences such as peer pressure also aids in driving the demand for tobacco products. 

These are the crucial factors propelling market growth.  

 

 With the assistance of the Tobacco Board, Indian tobacco producers are using technologically ad-

vanced threshing plants and re-drying factories. These facilities are used for increasing the yield of 

Flue-Cured Virginia (FCV) tobacco, which can then be exported to different countries, across the 

world. Hence, improved infrastructure drives growth for this market.  

 

Market challenges:  
 Cigarette taxes (64% excise duty, 28% GST, and 5% cess) in India are among the highest in the 

world. Therefore, high tax rates make cigarettes unaffordable to a large section of consumers. As a 

result, they shift towards the consumption of beedi and other forms of smokeless tobacco. Hence, 

the overall tobacco market experiences slow growth.  

 

 The Cigarettes and Other Tobacco Products (Prohibition of Advertisement and Regulation of 

Trade and Commerce, Production, Supply and Distribution) Act of 2003 (COTPA, 2003) imposes a 

blanket ban on tobacco advertising. This prevents companies from directly advertising their prod-

ucts, because of which they resort to surrogate advertising. Hence, it becomes difficult for manufac-

turers to promote their brands, limiting the growth of the domestic market.  

Company Overview 

Manufacturer and supplier of tobacco products. The company offers products such as cigarettes, 
tobacco leaf, cut and blended tobacco, tea, pan masala, confectionery, chewing products and ci-
gars. It markets its products under the brands of Four Square, Cavanders, Red and White, 
Hawk Eye, Jaisalmer, Black Jack, Stellar, Tea City, Marlboro, North Pole, Tipper, Pan Vilas, 
Raag, Silver Dewz, and others. The company exports its products to Australia, the US, Japan, 
Kazakhstan, Germany and Iran. It operates through its facilities located in New Delhi, Mumbai, 
Jaipur, Chennai, Hyderabad, Ghaziabad, Udham Singh Nagar, Kolkata and Guntur, India.  
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Industry Outlook 

Indian tobacco industry is closely observed and regulated by government authorities. Implementa-

tion of GST has created a level playing field for all cigarette manufacturing companies, however 

disproportionate taxation compared with other forms of tobacco is still a concern. India is the third 

largest producer of tobacco, with exports to more than 100 countries and the livelihood of 4.5 crore 

people dependent on it.  

Tobacco Industry  

According to Euro monitor, the global cigarettes industry is estimated at 5.3 trillion sticks worth 

US$ 714 billion. In volume terms the industry has declined by 0.7% in 2018 whereas in value 

terms, the industry has grown by 3.0%. While the smoking rate has declined in developed coun-

tries over the years, the sales of cigarettes continue to rise in developing markets such as 

China. 

 

Company operates in the tobacco segment which is an extremely important crop providing 

livelihood to over 45 million people. India is the third largest producer and third largest ex-

porter of tobacco in the world. Tobacco and tobacco products are one of the major con-

tributors to the government revenue. Despite just a 10% share of tobacco consumption, le-

gal cigarettes contribute to 86% of the total tax revenue from tobacco products. 

Consumer & Retail Industry 

India has emerged as one of the most attractive investment destinations in the world with increas-

ing disposable incomes, rapid industrialization and a favorable demographic profile. Consumer 

sector is one of the best performing sectors due to inherent strengths of the Indian economy. 

Nearly, 60% of India’s GDP is driven by consumption. 

 

India’s Retail segment is expected to reach US$ 1.2 trillion by 2021 as it continues to ex-

pand at a CAGR of 10.8%. India’s robust economic growth and rising household incomes 

are expected to increase consumer spending with the maximum consumer spend likely to 

occur in the food, household, transport and communication segments. India’s share of 

global consumption is also forecasted to expand to more than twice its current levels by 

2020. The growth over the next 5 years will also be driven by organized brick-and-mortar 

retail and ecommerce. 
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Limited, neither guarantees the accuracy of any information contained herein nor assumes any responsibility in rela-

tion to losses arising from the errors of fact, opinion or the dependence placed on the same.  

Despite the information in this document has been previewed on the basis of publicly available information, internal 

data ,  personal views of the research analyst(s)and other reliable sources, believed to be true, we do not represent it as 

accurate, complete or exhaustive. It should not be relied on as such, as this document is for general guidance only. 

Besides this, the research analyst(s) are bound by stringent internal regulations and legal and statutory requirements 

of the Securities and Exchange Board of India( SEBI) and the analysts' compensation was, is, or will be not directly 

or indirectly related with the other companies and/or entities of Rudra Shares & Stock Brokers Ltd and have no bear-

ing whatsoever on any recommendation, that they have given in the research report. Rudra Shares & Stock Brokers 

Ltd or any of its affiliates/group companies shall not be in any way responsible for any such loss or damage that may 
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