Varun Beverages Limited (4th September 2026)

Company Overview

. Varun Beverages Limited (VBL) is the largest PepsiCo franchisee bottler outside the United States, accounting for
roughly 90% of PepsiCo's beverage volumes in India. It manufactures and distributes carbonated soft drinks, juice-
based drinks, energy drinks and packaged water across 26 states and 6 union territories, with India contributing
about 67% of consolidated revenue.

° The international franchise spans Nepal, Sri Lanka, Morocco, Zambia, Zimbabwe, the DRC and South Africa, and
the portfolio includes Pepsi, Mountain Dew, Sting, Slice, Tropicana, Aquafina and Gatorade. VBL has since
diversified into snacks, producing PepsiCo's Cheetos in Morocco and Zimbabwe, and has announced an entry into
alcoholic beverages.

Sector Outlook

. India's per-capita beverage consumption remains a fraction of global averages, leaving a long runway as cold-
chain penetration and rural distribution deepen. Low and no-added-sugar products now form roughly 55% of
consolidated volumes, and the Sting energy franchise continues to scale faster than the base portfolio.

. Africa is the second growth engine. Consolidation of Twizza in South Africa alongside build-outs in the DRC,
Zimbabwe and Morocco adds capacity in underpenetrated markets, where currency movements have recently
been a tailwind to reported growth.

Company Outlook

. CY2025 was a weather-disrupted year. Unprecedented rainfall through the peak summer months held
consolidated volume growth to 7.9% and revenue growth to 8.4% at Rs 21,685 crore, with EBITDA up 7.2% to Rs
5,049 crore and margin broadly stable at 23.3%. PAT still rose 16.2% to Rs 3,062 crore on lower finance costs, and
CRISIL upgraded the long-term rating to AAA/Stable.

. Capex of roughly Rs 45 billion was capitalised during CY2025, funding four greenfield plants at Prayagraj, Buxar,
Damtal and Mendipathar, brownfield expansion at Sricity and Gorakhpur, and international PET, can and snacks
lines, all of which is now stabilising.
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Rating

CY2026 has re-accelerated sharply against that soft base. Q2 CY2026 revenue rose 20.4% to Rs 8,451 crore on
19.8% volume growth to 466.7 million cases, with India up 14.4%. EBITDA grew 17.2% to Rs 2,343 crore and
PAT 15.1% to Rs 1,525 crore. Gross margin improved 44 bps to 55.0%, while EBITDA margin eased 76 bps to
27.7% purely on consolidation of the lower-margin Twizza business in South Africa.

For H1 CY2026 revenue stood at Rs 15,025 crore, up 19.4%, EBITDA at Rs 3,872 crore, up 18.7%, and PAT at Rs
2,404 crore, up 16.9%. Management has guided to double-digit India volume growth for CY2026 under
reasonable weather, with long-term EBITDA margin guidance of 22% to 23%.

The investment case rests on operating leverage from capacity already built. With four greenfield plants and
multiple international PET, can and snacks lines commissioned through CY2025, incremental volumes now
arrive at low marginal capex and free cash generation should improve as the capex cycle moderates. The
shacks business, which delivered Rs 340 crore of revenue in CY2025, and the announced entry into alcoholic
beverages add optionality.

The balance sheet is comfortable. VBL remains close to net debt-free, CRISIL upgraded the long-term bank
facilities to AAA with a stable outlook during CY2025, and the company continues to pay a dividend of Rs 0.50
per share alongside its growth spend.

We initiate coverage on Varun Beverages with a BUY rating and a 12-month target price of Rs 533, valuing the
company at 36.5x CY2028E EPS of Rs 14.6 and implying 31% upside from the current price of Rs 408. We
forecast a revenue CAGR near 16% and a PAT CAGR near 18% over CY2025 to CY2028E, with EBITDA margin
recovering toward 24% as new capacity absorbs and the international mix scales.

Key Risks

Earnings are weather-sensitive: an early or unusually heavwy monsoon compresses the peak April to June
quarter, as CY2025 demonstrated. Dependence on a single franchisor, PET resin and sugar cost volatility, and
currency risk across African territories are the other principal risks.
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We Vagqarjaved Khan, CFA, Shruti Panday and Sugesh Kollara Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this
research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to
the specific recommendation(s) or view(s) in this report. It is also confimed that above mentioned Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.
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We, Angel One Limited (hereinafter referred to as “Angel”) a company duly incorporated under the provisions of the Companies Act, 1956 with its registered office at 601, 6th Floor, Ackruti Star, Central Road, MIDC, Andheri East, Mumbai —
400093, CIN: (L67120MH1996PLC101709) and duly registered as a member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited, Metropolitan Stock Exchange Limited, Multi Commodity Exchange of India Ltd and
National Commodity & Derivatives Exchange Ltd. Angel One limited is a company engaged in diversified financial services business including securities broking, DP services, distribution of Mutual Fund products. It is also registered as a
Depository Participant with CDSL and Portfolio Manager and Investment Adviser with SEBI. It also has registration with AMFI as a Mutual Fund Distributor. Angel One Limited is a registered entity with SEBI for Research Analyst in terms of SEBI
(Research Analyst) Regulations, 2014 vide registration number INHO00000164 and also registered with PFRDA as PoP ,Registration No.19092018. Angel One Limited (formerly known as Angel Broking Limited) is the ultimate parent company of
the Group. Angel or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in securities Market.

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered. However, SEBI, Exchanges, Clearing Corporations and Depositories etc have conducted the
routine inspection and based on their observations have issued advise/warning/show cause notices/deficiency letters/ or levied penalty or for certain deviations observed in inspections or in normal course of business, as a Stock Broker /
Depository Participant.

AOL was merged with Angel Global Capital Private Limited and subsequently name of Angel Global Capital Private Limited was changed to Angel Broking Private Limited (AOL) pursuant to scheme of Amalgamation sanctioned by the Hon'ble
High Court of Judicature at Bombay by Orders passed in Company Petition No 710 of 2011 and the approval granted by the Registrar of Companies. Further, name of Angel Broking Private Limited again got changed to Angel Broking Limited
(AOL) pursuant to fresh certificate of incorporation issued by Registrar of Companies (ROC) dated June 28, 2018. Further name of Angel Broking name changed to Angel One Ltd pursuant to fresh certificate of incorporation issued by Registrar
of Companies (ROC) dated 23-09-21.

In case of any grievances please write to: support@angelone.in, Compliance Officer Details: Name : Bineet Jha, Tel No. -08657864228, Email id - compliance@angelone.in
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of anyinvestment decision. Nothing in this document should be construed as investment or financial advice. Each recipient of
this document should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in the invest of the companies referred to in this document (including the merits and risks involved), and should
consult their own advisors to determine the merits and risks of such an investment

This report is not directed orintended 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 Angel and its associates to any registration or licensing require ment within such jurisdiction. Angel orits associates or research analyst or his relative may have actual/beneficial
ownership of 1% or more in the securities of the subject company at the end of the month immediately preceding the date of publication of the research report. Neither Angel or its associates nor Research Analysts or his relative has any
material conflict of interest at the time of publication of research report.

Angel orits associates or research analyst or his relative may have actual/beneficial ownership of 1% or more in the securities of the subject company at the end of the month immediately preceding the date of publication of the research
report. Neither Angel or its associates nor Research Analysts or his relative has any material conflict of interest at the time of publication of research report.

Angel orits associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-managing public
offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction in the normal course of business. Angel orits associates did not receive any compensation
or other benefits from the companies mentioned in the report or third partyin connection with the research report. Neither research entity nor research analyst has been engaged in market making activity for the subject company.

Subject company(ies) may have been client during twelve months preceding the date of distribution of the research report.

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions and trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a
report on a company's fundamentals. Investors are advised to refer the Fundamental and Technical Research Reports available on our website to evaluate the contrary view, if any.
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The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on
as such, as this document is for general guidance only. Angel One Limited or any of its affiliates/ group companies shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the
information contained in this report. Angel One Limited does not warrant the accuracy, adequacy or completeness of the service, information and materials and expressly disclaims liability for errors or omissions in the service, information
and materials. While Angel One Limited endeavours to update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so.

Source of information: NSEINDIA.COM, Angel One.
This document is being supplied to you solely for your information, and its contents, information or data may not be reproduced, redistributed or passed on, directly or indirectly.

By referring to any particular sector, Angel does not provide any promise or assurance of favourable view for a particular industry or sector or business group in any manner. The investor is requested to take into consideration all the risk
factors including their financial condition, suitability to risk return profile and take professional advice before investing. Such representations are not indicative of future results.

"A graph of daily closing prices of securities is available at NSE and Economic Times. Choose a company from the list on the browser and select the "three years" icon in the price chart.”
Our research should not be considered as an advertisement or advice, professional or otherwise. The investor is requested to take into consideration all the risk factors including their financial condition, suitability to risk return profile and the

like and take professional advice before investing.

Our research should not be considered as an advertisement or advice, professional or otherwise. The investor is requested to take into consideration all the risk factors including their financial condition, suitability to risk return profile and the
like and take professional advice before investing.

Neither Angel One Limited, nor its directors, employees or affiliates shall be liable for any loss or damage that may arise from or in connection with the use of this information. Angel or its associates or Research Analyst or his relative might
have financial interest in the subject company. Research analyst has not served as an officer, director or employee of the subject company.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Any communication sent to clients on phone numbers or e-mail ids registered with the Trading Member is meant for client consumption and such material should not be redistributed.

Brokerage will not exceed SEBI prescribed limit.

Any Information provided by us through any medium based on our research or that of our affiliates or third parties or other external sources is subject to domestic and international market conditions and we do not guarantee the availability or
otherwise of any securities or other instruments and such Information is merely an estimation of certain investments, and we have not and shall not be deemed to have assumed any responsibility for any such Information.

You should seek independent professional advice and/or tax advice regarding the suitability of any investment decision whether based on any Information provided by us through the Site from inhouse research or third party reports or
otherwise.

The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent.
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