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KEELLS FOOD PRODUCTS PLC [KFP.N000O]

BOOK PROFIT AND DISCONTINUE COVERAGE

FLASHNOTE

“RISING RAW MATERIAL COST CONCERNS, MARGIN
HEADWINDS AHEAD”

Fair Value: FY22E - LKR 173.0 [+6%)] FY23E - LKR 185.0 [+13%]
Total Return with DPS: FY22E - 13% [AER 17%] FY23E - 27% [AER 15%]

Previous Report in Jun 2021 — MAINTAIN HOLD

First Capital Research maintained HOLD on KFP despite a substantial increase in
share price (+18%YTD) on the grounds of increased volumes and margins
supported by the newly opened supermarkets. KFP’s new product range being
convenience foods, has experienced an annual organic volume growth of 5% and
that trend is likely to continue during the FY22E-24E period as well. With our
earnings update published on 28" Jun 2021, we recommended to MAINTAIN
HOLD.

KFP — BOOK PROFIT

KFP’s earnings for 1QFY22 recorded a profit of LKR 20.4Mn down by 51%
compared to LKR 41.7Mn in 1QFY21. Revenue increased by 30.7%YoY to LKR
887.5Mn while GP margin dropped by 226bps to 24.1% as a result of the significant
increase in cost of production. Prices of chicken and pork recorded a gradual
increase in recent months and have touched historically high prices driven by
escalating costs of animal feed. KFP witnessed price escalations in other input
materials as well, further impacting margins. In addition, selling & distribution, and
administrative expenses for 1QFY22 also increased significantly.

We expect price of chicken and pork to continue to rise due to disruption in feed
and maize supplies drying up amid import controls, which may invariably influence
afurther increase in cost of sales adversely impacting earnings. BOOK PROFIT AND
DISCONTINUE COVERAGE.
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Disclaimer:

This Review is prepared and issued by First Capital Holdings PLC based on information in the public domain, internally developed and other sources, believed to be correct. Although all
reasonable care has been taken to ensure the contents of the Review are accurate, First Capital Holdings PLC and/or its Directors, employees, are not responsible for the correctness,
usefulness, reliability of same. First Capital Holdings PLC may act as a Brokerin the investments which are the subject of this document or related investments and may have acted on
or used the information contained in this document, or the research or analysis on which it is based, before its publication. First Capital Holdings PLC and/or its principal, their
respective Directors, or Employees may also have a position or be otherwise interested in the investments referred to in this document. This is not an offer to sell or buy the
investments referred to in this document. This Review may contain data which are inaccurate and unreliable. You hereby waive irrevocably any rights or remedies in law or equity you
have or may have against First Capital Holdings PLC with respect to the Review and agree to indemnify and hold First Capital Holdings PLC and/or its principal, their respective directors
and employees harmless to the fullest extent allowed by law regarding all matters related to your use of this Review. No part of this document may be reproduced, distributed or
published in whole orin part by any means to any other person for any purpose without prior permission.

This report providing a snapshot of fixed income, equity and unit trust is composed and circulated by First Capital Holdings PLC an investment bank in Sri Lanka. The company operates
in the capital market of Sri Lanka with operations in government securities -treasury bills and bonds, stock brokeringand share market investments, asset management, private wealth
management, retirement planning, personal financial planning, unit trust, margin trading, capital market research, trustee services, corporate finance advisory services including
corporate debt structuring (debentures, trust certificates, commercial papers), valuations, restructuring, mergers and acquisitions, initial public offerings (IPOs)and project advisory.
The First Capital Group consists of First Capital Treasuries PLC, First Capital Limited, First Capital Markets Limited, First Capital Asset Management Limited and First Capital Equities
(Private) Limited covering Colombo, Negombo, Matara, Kandy and Kurunegala.



