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“GROWTH FLOWS FROM EVERY CART...”

Fair Value: FY26E - LKR 130.0 [+22%)] Fair Value: FY27E - LKR 150.0 [+41%]
Total Return with DPS: FY26E - 27% [AER 34%]  FY27E —47% [AER 23%]

CCS reported earnings of LKR 2.1Bn in 4QFY25, driven by double-digit volume growth across both the retail and
manufacturing segments. This contributed to an all-time high annual profit of LKR 6.0Bn. Meanwhile, the retail
and manufacturing bottom lines grew by 138.5%YoY and 3.9%YoY, respectively, supported by strong volume
growth in the Frozen Confessionary (FC) and beverages segments, along with increased Same Store Sales (SSS)
growth. Looking ahead, we expect both segments to benefit from rising disposable incomes driven by public
sector salary hikes and continued volume growth. The retail segment is poised for a 10.2% CAGR in revenue
through FY25 to FY28E, supported by increased consumer purchasing power, expanded SSS growth, and new store
openings primarily in the high-GDP Western Province. Manufacturing revenue is projected to grow at a 3-year
CAGR of 17.5%, driven by strategic focus on high-margin impulse products and market leadership, despite
potential headwinds from electricity tariff increases and currency depreciation. FCR anticipates a strong economic
rebound in 2H2025E, boosting private sector consumption and supporting sustained volume growth across both
key segments. Consequently, earnings forecasts for FY26E and FY27E have been upgraded by 20.8% and 16.2%,
respectively, to LKR 8.1Bn and LKR 9.4Bn. Fair value estimates are revised upward to LKR 130.0 for FY26E and LKR
150.0 for FY27E, implying total annualized returns of 33.7% and 23.4%, while CCS is expected to trade at a
conservative P/E of 16.0x, well below its 10-year average of 23.0x. MAINTAIN BUY.

LKR (Mn) 4QFY24 4QFY25 YoY FY24 FY25 YoY
Earnings (LKR 'Mn)

Revenue 36,173 42,091 +16% 139,625 157,934 +13%
Gross profit 5,202 6,196 +19% 17,497 22,741 +30%
EBIT 3,097 3,998 +29% 8,155 11,314 +39%
PBT 2,397 3,336 +39% 4,931 9,002 +83%
Net Profit 1,617 2,146 +33% 3,427 5,958 +74%
Balance Sheet (LKR 'Mn)

Shareholders' Equity 20,451 23,965 +17% 20,451 23,965 +17%
Borrowings 8,567 6,975 -19% 8,567 6,975 -19%
NAVPS 21.5 25.2 21.5 25.2

Frequent visits to stores amid improving purchasing power to drive retail growth

CCS’s retail segment delivered robust revenue growth of 17.3%YoY, reaching LKR 32.7Bn in 4QFY25. Despite, cost
saving initiatives and a significant reduction in electricity tariffs since early 2024, EBIT margins contracted YoY by
6bps to 4.8%, due to a decrease (or subdued growth) in Average Basket Value (ABV). However, the EBIT margin
improved by 88 bps QoQ. Revenue growth was primarily driven by a YoY increase in SSS by 16.2%, supported by a
12.9%YoY rise in Same Store Footfall (SSF) despite a marginal 2.4% decline in ABV during the quarter. The growth
in SSF was driven by a shift from general trade to modern trade, fueled by discounts, the convenience of
consolidated product offerings, and increased purchasing power leading to more frequent visits. Although ABV was
marginally down due to deflationary pricing, this was partly offset by an increase in the number of units purchased,
reflecting improved consumer demand and sentiment. As a result, the segment’s bottom line surged by 138.5% YoY
to LKR 769.0Mn, further supported by an 8.4% YoY reduction in finance costs. Looking forward, CCS’s retail revenue
is expected to grow at a CAGR of 10.2% from FY25 to FY28E, driven by continued gains in SSS, an expected increase
in ABV, and additional revenue from new store openings. The segment is well positioned to capitalize on rising GDP
per capita and purchasing power amidst government sector salary hikes, supported by diversified product offerings,
value-added products, and strong brand perception. With ¢.80.0% of stores located in the Western Province, the
highest GDP-contributing region, CCS’s locational strategy is strategically aligned to capture the rising demand.
Considering these factors, EBIT margins are expected to hover between 3.85% and 4.1% from FY26E to FY28E, with
segment profits projected to grow at a 3-year CAGR of 17.1%.

Sustained volume momentum to drive margin stability in manufacturing

CCS’s manufacturing segment delivered robust profit growth, rising 3.9%YoY to LKR 2.4Bn, driven by a 16.7%YoY
increase in topline and a 28.0%YoY reduction in finance costs, despite a 439bps YoY decline in EBIT margins. The
top-line growth was primarily supported by double-digit volume growth in both the Beverages (CSD) and Frozen
Confectionery (FC) segments, with volumes increasing 16.0 YoY and 12.0%YoY, respectively. The decline in EBIT
margins was largely attributable to a drop in impulse product volumes, which typically carry higher margins. The
impulse product contribution to revenue decreased to 36.0% in 4QFY25, compared to 39.0% in 4QFY24. Looking
ahead, with upcoming public sector salary hikes, consumer disposable income is expected to rise, facilitating higher
spending. As a result, we project the manufacturing segment’s revenue to grow at a CAGR of 17.5% from FY25 to
FY28E, while an expected 3-year earnings CAGR of 4.9% will be supported by strong volume growth. Moreover, we
anticipate the FC business will drive earnings growth by strategically refocusing on high-margin impulse products,
and maintaining margins through continued volume growth, supported by Elephant House’s market leadership.
However, the proposed electricity tariff hike may reduce the EBIT margins YoY with expected LKR depreciation.

Fair value estimates are revised to LKR 130.0 for FY26E and LKR 150.0 for FY27E respectively

In line with First Capital Research’s forecast of a rapid economic recovery in 2H2025E, private sector consumption
and disposable income levels are expected to pick up, supporting volume growth in the manufacturing segment
and increase consumer footfall and ABV in retail. Accordingly, FCR upgrades its earnings forecasts for FY26E and
FY27E by 20.8% and 16.2%, to LKR 8.1Bn and LKR 9.4Bn, respectively, reflecting a 3-year bottom-line CAGR of 20.6%.
As a result, our fair value estimates are revised to LKR 130.0 for FY26E and LKR 150.0 for FY27E, implying total
annualized returns of 33.7% and 23.4%, respectively. Given the current economic outlook, we expect CCS to trade
at a P/E of 16.0x, which remains significantly below the 10-year average of 23.0x in a conservative basis. MAINTAIN
BUY
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Minimum Return for BUY:

Buy Below for FY27E [AER of 21.1% with DPS]:
LKR .117.0 CCS categorized as ‘Grade A’ counter

Disclosure on Shareholding:

First Capital Group or the covering analyst did not hold
1% or more of the total outstanding share capital of

CCS during the five trading days prior to the issuance of
this document

Key risks associated with our recommendation

Downside risks
- Gradually increasing inflation level

. Interest and exchange rate risks
. Competition from CARG and other supermarket
players

. Proposed electricity tariff hikes from Jul-2025
. Lower than expected growth of impulse product
range

Upside risks

. Greater than anticipated volume growth due to
economic recovery

. Easing raw material prices
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Quarterly Earnings
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Estimate Revision

FY26E-O FY26E-R % Change FY27E-O FY27E-R % Change

Earnings Estimate

Revenue 180,909 188,132 +4% 200,007 221,645 +11%
Gross Profit 22,433 26,339 +17% 25,601 30,809 +20%
EBIT 12,522 14,011 +12% 14,472 16,211 +12%
Profit before Tax 9,825 11,869 +21% 11,875 13,796 +16%
Net Profit 6,681 8,071 +21% 8,075 9,382 +16%
Adjusted EPS 7.0 8.5 +21% 8.5 9.9 +16%
Growth YoY 28% 35% 21% 16%

Balance Sheet Estimate

Shareholders' Equity 25,605 27,354 +7% 28,835 31,107 +8%
Borrowings 9,692 7,292 -25% 10,338 7,594 -27%
Adjusted NAVPS 26.9 28.8 +7% 30.3 32.7 +8%
Ratio Estimate

ROE (%) 22.3% 29.5% 28.0% 30.2%

PER (x) 15.1x 12.5x 12.5x 10.8x

PBV (x) 3.4x 3.7x 3.5x 3.2x

DY (%) 4% 5% 5% 6%

Valuation Table

P/E 31 March FY22 FY23 FY24 FY25 FY26E FY27E FY28E
Estimates (LKR 'Mn)

Revenue 84,543 126,149 139,625 157,934 188,132 221,645 256,986
Gross profit 9,136 12,749 17,497 22,741 26,339 30,809 35,464
EBIT 4,744 6,185 8,155 11,314 14,011 16,211 17,946
Net Profit 2,068 2,513 3,427 5,958 8,071 9,382 10,463
Adjusted EPS (LKR) 2.2 2.6 3.6 6.3 8.5 9.9 11.0
YoY Growth (%) -12% 21% 36% 74% 35% 16% 12%
Valuations

PER (x) 48.8 40.2 29.5 16.9 12.5 10.8 9.7
PBV (x) 5.6 5.3 4.9 4.2 3.7 3.2 2.9
DY (%) 1.1% 1.2% 2.2% 4.0% 4.6% 5.6% 6.2%
NAVPS 19.1 20.1 21.5 25.2 28.8 32.7 37.1
DPS 1.1 1.3 2.3 4.3 4.9 5.9 6.6
Dividend Payout 52% 49% 64% 69% 58% 60% 60%
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Valuation Summary

Return FY26E FY27E ll Expected CCS price FY26E FY27E

Target Price 130.0 150.0 PER Valuation based target price 135.9 157.9
Current Price 106.3 106.3 SOTP Valuation based target price 1239 131.6
Capital Gain (LKR) 23.8 43.8 Average Target Price 129.9 144.8
Dividends upto 31st Mar (LKR) 4.9 5.9 ‘Target Price after Rounding off 130.0 150.0
Capital Gain % 22% 41%
Dividend Yield % 5% 6%

Total Return % 27% 47%

|Annualized Return % 34% 23%|

PER Valuation

PER based Valuation FY26E FY27E

Earnings (LKR 'Mn) 8,071 9,382

No. of Shares (‘Mn) 950 950

EPS 8.5 9.9

Expected PER 16x 16x

Price at 16x Earnings 135.9 157.9

SOTP Valuation

Valuation
Segment Valuation assumption Value in LKR Mn
Method

CoE FY26E CoE FY27E WACC FY26E WACC FY27E

Terminal Firm value Firm value

growth FY26E FY27E
Consumer Foods DCF 17.7% 17.7% 12.4% 12.7% 3.0% 70,163.5 72,843.4
Retail DCF 17.7% 17.7% 12.4% 12.7% 3.0% 51,290.4 54,826.1
Firm value 121,453.9 127,669.5
Add: Cash and cash equivalents 3,557.3 4,989.4
Less: Debt -7,292.0 -7,593.9
Equity value 117,719.2 125,065.0
No. of shares 950.4 950.4
Value per share 123.9 131.6
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Appendix I: Statement of Income and Expenses

Income Statement (LKR Mn)

P/E 31st March FY22 FY23 FY24 FY25 FY26E FY27E FY28E
Revenue 84,543 126,149 139,625 157,934 188,132 221,645 256,986
Cost of sales -75,407 -113,400 -122,127 -135,193 -161,794 -190,836 -221,522
Gross profit 9,136 12,749 17,497 22,741 26,339 30,809 35,464
Other operating income 1,831 2,599 2,954 3,417 5,734 6,680 7,152
Selling and distribution expenses -3,149 -3,993 -4,965 -6,280 -7,525 -8,866 -10,279
Administrative expenses -2,837 -3,830 -4,880 -5,870 -7,149 -8,422 -9,765
Other operating expenses -237 -1,340 -2,451 -2,695 -3,386 -3,990 -4,626
EBIT 4,744 6,185 8,155 11,314 14,011 16,211 17,946
Change in fair value of investment propei 17 21 22 23 0 0 0
Net Finance Income -1,979 -3,967 -3,246 -2,335 -2,142 -2,415 -2,560
PBT 2,782 2,239 4,931 9,002 11,869 13,796 15,386
Taxation -714 273 -1,504 -3,044 -3,798 -4,415 -4,924
Net Profit for the Period 2,068 2,513 3,427 5,958 8,071 9,382 10,463
Adjusted EPS 2.2 2.6 3.6 6.3 85 9.9 11.0

Appendix II: Statement of Financial Position
Balance Sheet (LKR Mn)

As at 31st March FY22 FY23 FY24 FY25 FY26E FY27E FY28E

Assets

Non - current assets

Property plant and equipment 25,580 27,250 27,746 29,967 33,163 35,890 39,535

Intangible Assets 2,822 3,601 4,485 4,597 4,827 5,069 5,322

Non-current financial assets 7,503 6,673 6,271 7,522 7,522 7,522 7,522

Other non-current asset 11,427 11,776 11,814 12,454 12,454 12,454 12,454
47,332 49,300 50,315 54,541 57,967 60,935 64,833

Current assets

Inventories 9,075 14,490 12,559 14,895 17,943 21,127 25,573

Receivables and prepayment 4,270 5,089 7,224 9,184 9,913 11,643 14,095

Other current asset 1,514 1,597 1,484 1,552 1,552 1,552 1,552

Cash and cash equivalents 1,345 1,253 2,161 1,714 2,188 3,620 2,858
16,204 22,430 23,429 27,344 31,595 37,941 44,078

Total Assets 63,535 71,730 73,744 81,885 89,562 98,876 108,911

Equity and Liabilties

Capital and reserves

Ordinary shares 918 918 918 918 918 918 918

Retained Earnings 13,312 14,532 16,066 18,051 21,441 25,194 29,379

Other componants of equity 3,877 3,627 3,466 4,995 4,995 4,995 4,995

18,107 19,077 20,451 23,965 27,354 31,107 35,292
Non - current liabilties

Interest-bearing loans and borrowings 8,308 6,850 3,164 3,150 3,308 3,420 3,591
Lease liabilities 9,928 9,963 10,690 11,384 11,384 11,384 11,384
Other non-current liabilities 2,756 2,787 4,026 5,126 5,126 5,126 5,126

20,991 19,601 17,879 19,660 19,818 19,930 20,101
Current liabilities

Trade and other payables 12,353 14,326 17,451 20,857 23,924 28,191 32,687
Short term borrowings 2,000 1,185 900 1,318 1,253 1,190 1,130
Interest-bearing loans and borrowings 2,179 2,170 4,503 2,506 2,732 2,984 3,133
Bank overdrafts 5,425 12,310 8,269 9,028 9,931 10,924 12,017
Other current liabilities 2,479 3,060 4,290 4,551 4,551 4,551 4,551
24,437 33,052 35,414 38,260 42,390 47,839 53,518
Total Liabilities 45,428 52,653 53,293 57,920 62,208 67,769 73,619
Total Equity & Liabilties 63,535 71,730 73,744 81,885 89,562 98,876 108,911
Adjusted NAVPS 19.1 20.1 21.5 25.2 28.8 32.7 37.1




First Capital Holdings PLC

No.2, Deal Place,

Colombo 3
1 1 Tel: +94 11 2145 000
FI rSt Capltal Fax: +94 11 2145 050

A Janashakthi Group Company

RESEARCH
Dimantha Mathew +94 11 2639 853 Akna Tennakoon +94 11 2639 866
Ranjan Ranatunga +94 11 2639 863 Manusha Kandanaarachchi +94 11 2639 866
Shahana Kanagaratnam +94 11 2639 866 Salaama Sanoon +94 11 2639 866

GOVERNMENT SECURITIES SALES

Anjelo Simmons +94 77 3031 636 Arun Kandasamy +94 75 4861 506
Anushka Dissanayake +94 77 2220021
Anushi Ranawaka +94 77 3876 819

CORPORATE DEBT SALES

Tharusha Ekanayake +94777809 154

EQUITY SALES

Equity Branches

CEO Jaliya Wijeratne +94 715329 602 Negombo Priyanka Anuruddha +94 77 4546 070
Priyantha Wijesiri +94 77 9065 779

Colombo

Rasika Vidanalage +94 77 7072 698

Isuru Jayawardana +94 76 7084 953

Nishantha Mudalige +94 77 3204 929

Anushka Buddhika +94 71 4310 600 Agents

Thushara Pathiraja +94 77 0076 314 Colombo Kithsiri Jayasinghe +94 77 7790 657

Anjelo LaBrooy +94 77 7546 645 Anuradhapura Amila Luwishewa +94 710628 195

Dillon Lowe +94 76 6160 647 Galle Nuwan Abeynayake +94 77 7288 274

Evelyn John +94 77 779 2452 Kandy Ajith Ihalawatta +94 77 8477 530

Yudheshan Kannadasan +94 77 415 5809 Embilipitiya Ruwan Wanniarachchi +94 77 3877 734

Kavin Karunamoorthy +94 77 0328 060 Imali Abeygunawardena +94 77 1764 799

BRANCHES

Kandy Kurunegala Matara Negombo

CSE Branch Office, No.174/B2, CSE Branch Office, Colombo Stock Exchange

No. 88, Negombo Road, 1st Floor, E.H.Cooray Tower, Negombo Branch Office,
Dalada Veediya, Kurunegala. No.24, Anagarika Dharmapala Mawatha, No. 72 A, 2/1, Old Chilaw Road,
Kandy 20000. Kurunegala 60000. Matara 81000. Negombo 11500.

Manager: Salinda Samarakoon Manager: Manager: Rohana Jayakody Manager:

Tel: +94 81 2236 010 Tel: +94 37 2222 930 Tel: +94 41 2222 988 Tel: +94 314937 072
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 accuracy, usefulness, reliability of same. First Capital Holdings PLC may act as a
Broker in 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 itis based, before
its publication. First Capital Holdings PLC and/or a connected person or associated person 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 areinaccurate 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 or in 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 trustis 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 brokering and 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.



