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Radico Khaitan — Investment Thesis

Recommended Date: 22 Jan 2026 Price: 2870 Action: BUY

1. Robust Premiumization Strategy Driving Volumes:- Radico Khaitan (RKL) continues to outpace industry growth,
fueled by a relentless focus on the Prestige & Above (P&A) segment, which grew 22% in volume during Q2FY26. Key
brands like Magic Moments Vodka (+20%) and Royal Ranthambore (+67%) are exhibiting massive traction. With the
high-margin Luxury portfolio (Rampur, Sangam, Jaisalmer) on track to hit INR 500 crore revenue in FY26, the shift
toward a premium product mix is fundamentally de-risking the revenue profile and enhancing brand equity.

2. Strategic Launch Pipeline and Market Expansion:- The company is aggressively scaling its new launches to capture
market share. Morpheus Super Premium Whisky is expanding from 3 to 10 states this year, while Spirit of Kashmyr
establishes a foothold in the homegrown luxury vodka niche. The introduction of 8 new SKUs (small packs) in Q2 and
an upcoming entry into the Tequila category via a joint venture ensure that the product pipeline remains fresh and
aligned with evolving consumer preferences for the upcoming festive and wedding seasons.

3. Sustained Margin Expansion via Softening Inputs:- Operational profitability is on a steep upward trajectory, with
H1FY26 OPM rising by 190 bps YoY. Management has firmly maintained guidance for a 150 bps expansion in FY26 and
125 bps annually thereafter. This growth is underpinned by declining grain prices since mid-November and high
operational efficiencies. As raw material headwinds subside, RKL is well-positioned to achieve its target of late-teen
margins within the next 2-3 years.

4. De-leveraging and Strong Financial Health:- RKL’s balance sheet continues to strengthen, with net debt reduced by
INR 146 crore since March 2025. Despite recent outflows for dividends and a strategic stake in D’YAVOL Spirits, the
company remains on track to become debt-free by FY27. This focus on debt reduction, coupled with steady free cash
flow generation, provides the financial flexibility needed to reinvest in distribution and supply chain scaling.

5. Seasonal Tailwinds and Valuation Justification:- While trading at premium valuations, RKL's consistent double-digit
growth in both Revenue and PAT justifies the multiplier. The 6-month duration (Oct—March) is historically the strongest
for the alcobev sector due to winter seasonality, the wedding surge and peak tourism. Despite short-term contraction
in Maharashtra due to price hikes, the management guidance of surpassing 20% full-year growth makes it a compelling
buying opportunity for the H2FY26 cycle.
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Disclaimer: This document has been prepared by Bajaj Capital Markets Limited, BCML (formerly known as Just Trade Securities Itd, JTSL)

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument / security(ies) or as an
official confirmation of any transaction. Further this document/report should not be construed as an investment advice. Readers
should take independent advice from their Financial Advisor, before acting upon or taking any decision based on this document/report.
The information contained herein is from publicly available data or other sources believed to be reliable. We do not represent that
information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared for
information purpose only and is not intended to be and must not alone be taken as the basis for an investment decision. The user
assumes the entire risk of any use made out of this information. Each recipient of this document should make such investigations as
it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document
(including the merits and risks involved). The investment discussed or views expressed may not be suitable for all investors.

Affiliates of BCML may have issued other documents/reports that are inconsistent with and reach to a different conclusion from the
information presented in this document/report.

This document/report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary
to law, regulation or which would subject BCML and affiliates to any registration or licensing requirement within such jurisdiction. The
securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose
possession this document may come are required to inform themselves of and to observe such restriction.

In no event shall BCML, any of its affiliates or any third party involved in, or related to, computing or compiling the information herein
have any liability for any damages of any kind. Any comments or statements made herein are those of the analyst and do not
necessarily reflect those of BCML and/or its affiliates.

This document/report is subject to changes without prior notice and may contain confidential and/or privileged material and is not
for any type of circulation. Any review, retransmission, or any other use is prohibited.

BCML will not treat recipients as customers by virtue of their receiving this document/report.

BCML, its directors, employees and/or its associates/affiliates or their employees may have interest and/or hold position(s), financial
or otherwise in the securities mentioned in this document/report.



