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Parag Milk delivered a robust quarter with strong growth and improved
profitability, as evidenced by its consolidated results: revenue rose 15.68%
YoY to INR 10,080 Mn (+18.37% QoQ), surpassing the estimate of INR
9,846 Mn; EBITDA expanded 18.08% YoY to INR 712 Mn (+23.08% QoQ);
EBITDA margin improved by 14 bps YoY to 7.07% (+27 bps QoQ), aligning
closely with the 7% estimate; and PAT surged 56.44% YoY to INR 457 Mn
(+65.52% QoQ).

Diversified and High-Growth Portfolio: The company’s core categories—
ghee, cheese, and paneer—continue to drive growth, contributing 59% of
total revenue and growing 14% in volume. The new-age business (Pride of
Cows and Avatar) has expanded rapidly, now accounting for 9% of turnover
and growing 79% YoY. This diversification into premium, value-added, and
health-focused products positions Parag Milk for sustained growth and
resilience against commodity cycles.

Operational Efficiency and Margin Resilience: Despite a 16% YoY increase in
milk prices, Parag Milk Foods has maintained EBITDA margins at 8.9% (up
from 8.8% YoY), supported by improved product mix, pricing power, and
cost efficiencies. The company’s ability to pass on cost increases while
maintaining volume growth highlights its strong operational discipline and
brand strength.

Valuation and Outlook: The company is expected to grow revenues at
around 10-12% annually over the next few years, with a vision to achieve
INR 10,000 Cr, driven by strong demand in core dairy categories like ghee,
cheese, and paneer, and rapid expansion in its health and nutrition
portfolio. Despite inflationary pressures, the company maintains stable
margins through premium pricing and improved product mix. The
company aspires to consistently step up EBITDA margins, targeting the
double digits and moving toward the low teens (13-14%). Its robust supply
chain, expanding branded footprint, and strategic focus on protein-rich
products position it well for sustainable profit growth and long-term value
creation. We value the company at a P/E multiple of 25x FY28E EPS of INR
20.16, leading to a TP of INR 504. We maintain a ‘Buy’ rating, as the earlier
target has been achieved.

FY26E FY27E

Revenue 31,387 34,322 38,787 44,511 51,91
YoY 8.51% 9.35% 13.01% 14.76% 16.63%

ross Profit 7,487 8,855 10,252 11,809 13,825
Gross Profit Margin 23.85% 25.80% 26.43% 26.53% 26.63%
EBITDA 1,971 2,527 3,140 3,692 4,410
EBITDA Margin 6.28% 7.36% 8.09% 8.29% 8.49%
EBIT 1,621 2,257 2,688 3,221 3,882
EBIT Margin 5.12% 6.50% 6.88% 7.19% 7.43%
PAT 906 1,188 1,651 2,040 2,369
YoY 70.10%  31.14%  38.96%  23.55% 16.16%
EPS (INR) 7.71 10.11 14.05 17.36 20.16
YoY 56.71%  31.14%  38.96%  23.55% 16.16%
P/E (x) 31.52 24.03 17.30 14.00 12.0
P/B (x) 3.23 2.88 2.19 1.91 1.66
EV/EBITDA (x) 18.19 14.22 10.99 9.60 8.1
EV/EBIT (x) 22.13 15.92 12.84 11.01 9.2
D/E (x) 0.77 0.69 0.49 0.52 0.4
RONW 9.93% 11.61% 12.27% 13.20% 13.33%
ROCE 8.49% 10.71% 12.07% 12.43% 13.46%
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INR Mn (Consolidated) Q2FY26 Q1FY26 Q2FY25 Q-0-Q Y-0-Y|
Net Revenue 10,079.5 8,515.2 8,713.1 18.37% 15.68%
Raw Material Costs 7,476.5 6,185.8 6,657.9 20.87% 12.30%
Gross Profit 2,603.0 2,329.4 2,055.2 11.75% 26.65%|
Gross Margin 25.82% 27.36% 23.59% -153bps 224bps|
Employee costs 426.9 385.9 340.3 10.62% 25.45%
Other Expenses 1,463.7 1,364.7 1,111.6] 7.25% 31.68%
EBITDA 712.4 578.8 603.3| 23.08% 18.08%
EBITDA margin 7.07% 6.80% 6.92%| 27bps 14bps|
Other Non Operating Income 180.3 76.4 163.0 135.99% 10.61%
Depreciation 187.5 163.2 181.2 14.89% 3.48%
EBIT 705.2 492.0 585.1] 43.33% 20.53%|
Finance costs 200.3 200.2 229.7 0.05% -12.80%|
Exceptional Items - - -

PBT 504.9 291.8 355.4 73.03% 42.07%|
Tax Expense 48.4 16.0 63.6 202.50% -23.90%
Effective tax rate 12.00% 5.48% 17.90% 652bps -590bps|
PAT 456.5 275.8 291.8 65.52% 56.44%|
PAT margin 4.45% 3.21% 3.29% 124bps 116bps
EPS (INR) 3.83 2.31 2.29 65.80% 67.25%

Strong Brand Building and Consumer Engagement: The company has
invested heavily in brand building, leveraging high-impact marketing, digital
storytelling, and strategic partnerships (e.g.,, KBC, Super Dancer, and
influencer campaigns). The “Pride of Cows” campaign, focusing on milk
authenticity, has resonated with consumers, enhancing brand loyalty and
trust. These initiatives are critical for driving premiumization and expanding
market share in a competitive FMCG landscape.

Healthy Balance Sheet and Deleveraging: The company has made significant
progress in strengthening its balance sheet, reducing consolidated net debt
by INR 125 crore to INR 436 crore as of September 2025. This deleveraging
has improved key gearing ratios, with net debt/EBITDA at 1.4x and net
debt/equity at 0.4x. The robust operating cash flow (INR 99 crore in H1
FY26) supports further investment and financial flexibility.

Strategic Expansion into Health and Nutrition: Parag Milk Foods is evolving
from a dairy FMCG business into a health and nutrition company, with a
focus on protein-rich products (e.g, Avaatar Whey Protein). The company’s
in-house protein production and forward integration into value-added
segments create sustainable competitive advantages and address the
growing demand for functional nutrition in India.

Robust Distribution Network and Pan-India Presence: The company has a
pan-India footprint with 29 depots servicing diverse regional markets. While
core categories are well established nationwide, the newer brands like Pride
of Cows continue metro expansion, recently adding Chandigarh.

Significant Unorganized to Organized Market Shift Opportunity: The Indian
dairy sector is undergoing a rapid shift towards organized and branded
products, especially in value-added segments like ghee, cheese, and paneer.
Parag benefits from this structural transition with a leading 22% market
share in branded cow ghee, an INR 7,000 crore organized market, with
considerable room for market share gains from unorganized players.
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ncome Statement

NR Mn FY24 FY25 FY26E FY27E FY28E
Revenue from operations 31,387 34,322 38,787 44,511 51,913
Cost of materials consumed 23,900 25,467 28,535 32,701 38,088
Employee benefit expenses 1,164 1,500 1,733 2,034 2,424
Other expenses 4,351 4,828 5,379 6,084 6,992
EBITDA 1,971 2,527 3,140 3,692 4,410
EBITDA Margin 6.28% 7.36% 8.09% 8.29% 8.49%
Depreciation & amortisation expense 603 672 724 782 892
Finance Cost 762 931 854 955 920
Other income 252 403 272 312 363
PBT after exceptional Items 859 1,326 1,834 2,266 2,961
Cash Tax -47 138 183 227 592
PAT 906 1,188 1,651 2,040 2,369
EPS after exceptional items:

Basic (INR) 7.71 10.11 14.05 17.36 20.16
Diluted (INR) 7.47 9.80 13.61 16.82 19.54
Balance Sheet

NR Mn FY24 FY25 FY26E FY27E FY28E
Equity Share Capital 1,192 1,192 1,192 1,282 1,282
Preference Capital - - 90 - E
Other Equity 7,929 9,042 12,172 14,166 16,490
Net Worth 9,121 10,234 13,454 15,448 17,772
Total debt 7,008 7,077 6,565 7,958 8,365
Deferred tax liability (net) -38 105 105 105 105
Other non-current liabilities 37 47 39 45 52
Total Liabilities 7,007 7,229 6,710 8,108 8,523
Net Block 3,888 4,880 4,077 4,080 3,902
ICWIP 691 193 386 313 334
Other intangible assets 9 20 22 26 30
Biological assets other than bearer plants 758 877 1,052 1,262 1,515
Investments 336 474 776 890 1,038
Other non-current assets 348 303 388 445 519
Net Working Capital: 9,992 10,598 12,448 12,889 15,361
Inventories 6,153 5,780 7,300 7,359 9,329
Trade recievables 2,443 2,595 2,460 2,609 2,450
Cash and cash equivalents 106 119 1,015 3,651 3,596
Bank Balances 170 132 145 159 175
Other current assets 3,929 4,955 5,600 6,426 7,495
Trade payables 2,166 2,557 2,741 3,339 3,752
Other current liabilities 538 306 316 326 334
Total assets 16,128 17,463 20,164 23,556 26,294

Cash Flow

Profit before tax
Depreciation & amortization

Tax paid

\Working capital A

Operating cash flow

Capital expenditure

Free cash flow

Equity raised

Investments made

Other asset purchases

Debt financing

Dividends & other appropriations
Other items

Net A in cash

Opening cash balance

Ending cash balance

672
138
607
1,253
1,165
88

26
138
84

69
119
172
13
106
119

724
183
1,850
524
114
411
1,610
302
263
-512
60

11
896
119
1,015

782
227
440
2,382
713
1,669

114
271
1,393
64

24
2,637
1,015
3,651

Source: Arihant Research, Company Filings
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Ratios FY24 FY25 FY26E FY27E FY28E
IGrowth Matrix (%)

Revenue 8.51% 9.35% 13.01% 14.76% 16.63%
EBITDA 48.34% 28.17% 24.25% 17.59% 19.44%
EBIT 52.61% 39.25% 19.08% 19.85% 20.50%
PBT 68.14% 54.43% 38.33% 23.55% 30.68%
PAT 70.10% 31.14% 38.96% 23.55% 16.16%
PAT after OCI 69.86% 32.55% 38.36% 23.29% 16.01%
Profitability (%)

EBITDA Margin 6.28% 7.36% 8.09% 8.29% 8.49%
EBIT Margin 4.33% 5.34% 6.19% 6.49% 6.73%
Net Profit Margin 2.86% 3.42% 4.23% 4.55% 4.53%
Net Profit Margin after OCI 2.88% 3.47% 4.27% 4.59% 4.57%
RoCE 8.49% 10.71% 12.07% 12.43% 13.46%
RoNW 9.93% 11.61% 12.27% 13.20% 13.33%
RoA 5.91% 7.07% 8.77% 9.33% 9.50%
Per Share (INR)

Basic EPS 7.71 10.11 14.05 17.36 20.16
Diluted EPS 7.47 9.80 13.61 16.82 19.54
DPS 0.50 1.00 0.50 0.50 0.50
Basic Cash EPS 12.84 15.83 20.21 24.02 27.75
Diluted Cash EPS 12.44 15.34 19.58 23.27 26.89
BVPS 75.22 84.40 110.95 127.40 146.56
Sales 267.15 292.13 330.14 378.86 441.86)
Valuation (x)

P/E 31.52 24.03 17.30 14.00 12.05
P/CEPS 18.93 15.35 12.02 10.12 8.76
P/BV 3.23 2.88 2.19 191 1.66
P/Sales 0.91 0.83 0.74 0.64 0.55
EV/EBITDA 18.19 14.22 10.99 9.60 8.15
EV/EBIT 22.13 15.92 12.84 11.01 9.25
EV/Sales 1.14 1.05 0.89 0.80 0.69
Dividend Yield 0.00 0.00 0.00 0.00 0.00
Liquidity (x)

Current Ratio 4.74 4.74 5.40 5.51 5.64
Quick Ratio 2.46 2.72 3.02 3.51 3.36
Defensive Interval Ratio 82.48 89.55 94.40 114.87 105.39
Cash Ratio 0.04 0.04 0.33 1.00 0.88
Activity (x)

Recievables tunover 15.22 13.63 15.34 17.56 20.52]
Inventory turnover 4.02 4.27 4.36 4.46 4.56
Payables turnover 12.95 10.79 10.77 10.76 10.74
Total asset turnover 2.05 2.04 2.06 2.04 2.08
Fixed asset turnover 6.18 6.07 6.74 7.94 9.06)
\Working capital turnover 3.14 3.24 3.12 3.45 3.38
Days

Recievable days 23.98 26.79 23.79 20.79 17.79
Inventory days 90.78 85.51 83.65 81.81 79.96
ICash Conversion cycle 114.77 112.30 107.44 102.59 97.74
Payable days 28.19 33.84 33.88 33.93 33.97
Operating cycle 86.58 78.46 73.56 68.67 63.77
Leverage (x)

Interest Coverage 2.13 2.42 3.15 3.37 4.22
Debt Equity 0.77 0.69 0.49 0.52 0.47
Net Debt Equity 0.76 0.68 0.41 0.28 0.27
Assets to Equity 1.68 1.64 1.40 1.42 1.40
Du Pont

Tax burden 1.06 0.90 0.90 0.90 0.80
Interest burden 0.53 0.59 0.68 0.70 0.76
EBIT Margin 0.05 0.07 0.07 0.07 0.07
/Asset turnover 2.05 2.04 2.06 2.04 2.08
Leverage 1.68 1.64 1.40 1.42 1.40
ROE 0.10 0.12 0.12 0.13 0.13

Source: Arihant Research, Company Filings
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