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ITC Limited
Sector: Diversified FMCG

📋 About ITC Limited
ITC Limited is one of India's most iconic and diversified conglomerates, with a legacy spanning over
a century. Founded in 1910 as the Imperial Tobacco Company of India, the company has evolved far
beyond its tobacco roots to become a multi-business powerhouse with deep consumer connect
across urban and rural India.

Today, ITC operates across five major business verticals: Cigarettes & Tobacco, FMCG (Fast-Moving
Consumer Goods), Hotels, Paperboards & Packaging, and Agribusiness. Its cigarette business
commands a dominant 75%+ market share in India — an almost unassailable moat built over
decades.

The FMCG portfolio is the exciting growth engine, featuring beloved brands like Aashirvaad (atta
and spices), Sunfeast (biscuits and noodles), Yippee! (instant noodles), Fiama, Vivel, Engage, and
Classmate — collectively generating over ₹20,000 crore in revenues. ITC's agribusiness arm is a key
supplier to global commodity markets, while its paperboards division is among India's largest.

Headquartered in Kolkata, ITC employs over 36,000 people directly and supports millions of
livelihoods across its supply chain. With a market capitalisation of over ₹3.3 lakh crore, it is
consistently ranked among India's top-10 most valuable companies. 🏆

🌐 Official website: ITC Limited Official Website

🚀 Expansion Plans
ITC's management has clearly articulated an ambitious roadmap to transform the company from a
tobacco-led entity into a diversified FMCG and agri-tech giant over the next decade. Here's what
the growth blueprint looks like:

• 💰 FMCG Scale-up: ITC is investing heavily to scale its FMCG revenues to ₹1 lakh crore by
2030, leveraging its massive distribution network of 6+ million retail outlets. New product
launches in health foods, dairy, frozen foods, and premium personal care are underway.

• 🏨 Hotels Demerger & Expansion: ITC announced the demerger of its Hotels business into a
separately listed entity — a transformative move that is expected to unlock significant
shareholder value. The hotels arm is expanding its portfolio with new properties under the ITC
Hotels, Welcomhotel, and Fortune brands across Tier-1 and Tier-2 cities.

• 🌱 Sustainability & ESG Leadership: ITC is the only company in the world to be carbon-positive,
water-positive, and solid waste recycling-positive simultaneously. Its ambitious sustainability
agenda — 'ITC Mission Millets', 'ITC e-Choupal 4.0', and green manufacturing — positions it as a
future-ready ESG leader, attracting long-term global institutional capital.
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• 📦 Paperboards & Packaging Capacity: ITC is expanding its paperboard manufacturing capacity
at its Bhadrachalam facility to cater to rising demand from the FMCG, pharma, and e-commerce
packaging industries. This is a high-margin B2B business with strong client stickiness.

• 🌾 Agribusiness Digital Transformation: The next generation of ITC's legendary 'e-Choupal'
platform is being upgraded to integrate AI, satellite imagery, and real-time price discovery for
millions of farmers — opening new revenue streams in agri-fintech and crop management
services.

• 🛒 D2C & Digital Commerce: ITC is aggressively scaling its direct-to-consumer presence
through quick commerce partnerships (Blinkit, Swiggy Instamart, Zepto) and its own ITC Store
platform, targeting the rapidly growing premium urban consumer segment.

These multi-pronged expansion initiatives signal a company in confident, long-cycle growth mode —
not resting on its tobacco laurels but actively building the next chapter. 🚀

✅ Key Positives
• ✅ Cigarette Monopoly Moat: With over 75% market share in India's cigarette industry, ITC

enjoys pricing power that few Indian companies possess. This business generates extraordinarily
high margins and free cash flows, essentially funding all other diversification efforts internally.

• ✅ Near-Zero Debt Balance Sheet: ITC's D/E ratio of just 0.03 means it is essentially a debt-free
company. In a rising interest rate environment, this is a massive structural advantage — the
company funds its growth entirely from internal accruals.

• ✅ Exceptional Capital Efficiency: An ROCE of 38.6% and ROE of 29.6% place ITC firmly among
India's elite capital allocators. Every rupee invested by the company generates outsized returns —
a hallmark of a truly great business.

• ✅ Consistent Dividend Payer: ITC has a long, unbroken track record of paying generous
dividends. Its dividend yield of ~3.5% makes it attractive for income-seeking investors alongside
capital appreciation potential.

• ✅ FMCG Portfolio at Inflection Point: After years of heavy brand investments, the FMCG
business is now approaching meaningful profitability. As operating leverage kicks in on a
₹20,000+ crore revenue base, FMCG margins are expected to expand materially over FY26–
FY28.

• ✅ Hotels Demerger Value Unlock: The planned demerger of the Hotels business is a major
near-term catalyst. When listed separately, the hotels entity could be valued at ₹30,000–40,000
crore, effectively giving current shareholders a free bonus asset.

• ✅ World-Class Sustainability Credentials: ITC is the only company in the world that is
simultaneously carbon-positive, water-positive, and solid waste-recycling positive — a rare ESG
achievement that enhances its brand equity and institutional investor attractiveness.
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• ✅ Diversification Reduces Cyclicality: The five-segment model ensures that weakness in one
business (e.g., hotels during COVID) is offset by strength in others (FMCG, cigarettes), providing
shareholders with earnings resilience across economic cycles.

⚠ Key Concerns
• ⚠ Tobacco Dependence: Despite diversification, cigarettes still contribute ~85% of EBIT. Any

sharp regulatory tightening, tax hike, or shift in consumer behavior could materially impact
earnings.

• ⚠ FMCG Margin Drag: The FMCG segment, while growing rapidly, still operates at significantly
lower margins compared to pure-play FMCG peers, dragging overall return ratios.

• ⚠ Large Market Cap Limits Multibagger Potential: At ₹3.3 lakh crore market cap, ITC is already
a large-cap giant. The ability to deliver 5x–10x returns within a short timeframe is inherently
limited by its size. 📊

• ⚠ Slow FMCG Profitability Ramp: Despite 15+ years of investment, FMCG segment profits
remain modest, raising questions about long-term capital allocation efficiency outside tobacco.

🔍 SWOT Analysis
ITC Limited presents a compelling but nuanced SWOT profile. Its strengths are formidable — a near-
monopoly cigarette business, pristine balance sheet, and exceptional return ratios create a wide
economic moat. However, weaknesses around FMCG margin immaturity and tobacco concentration
are real. The opportunities are exciting: hotels demerger value unlock, premiumisation of the FMCG
portfolio, and rural distribution expansion could power the next growth phase. Meanwhile, threats
from regulatory tobacco taxation, intensifying FMCG competition, and ESG-driven institutional
selling deserve careful monitoring by investors. Overall, ITC is a high-quality franchise at a
reasonable price. 💡

💪 STRENGTHS
• Dominant market leader in cigarettes with 75%+ market share and exceptional pricing power

• Rapidly growing FMCG portfolio with 25+ power brands across foods, personal care and hygiene

• Near-zero debt balance sheet with ROCE of 38.6% and ROE of 29.6% reflecting capital
efficiency

• Diversified revenue streams across tobacco, FMCG, hotels, paperboards and agribusiness
reducing concentration risk

⚠ WEAKNESSES
• Heavy dependence on cigarettes segment for majority of profits creates regulatory and social

risk

• FMCG segment margins remain significantly lower than peers like HUL despite strong brand
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investments

• Hotel business is capital-intensive and slow to contribute meaningfully to overall profitability

🚀 OPPORTUNITIES
• Premiumisation of FMCG portfolio can significantly improve overall margins and reduce tobacco

dependence

• Hotels business demerger and listing could unlock significant hidden value for shareholders

• Rural market penetration and distribution expansion can drive next leg of FMCG volume growth

🔴 THREATS
• Escalating government taxation on cigarettes could compress volumes and hurt tobacco segment

profits

• Increasing competition in FMCG from Hindustan Unilever, Nestle, Dabur and D2C brands

• ESG-driven institutional selling pressure as global funds reduce exposure to tobacco companies

* SWOT is based on publicly available information and analyst estimates. Not a buy/sell
recommendation.

📈 Profit & Loss (Last 5 Years)
ITC has delivered a steady and resilient financial performance over the past five years. Revenue has
grown from approximately ₹59,547 crore in FY22 to an estimated ₹82,500 crore in FY26E,
reflecting healthy volume growth and premiumisation across segments. Net profit has shown an
even stronger trajectory, rising from ₹13,301 crore in FY22 to an estimated ₹22,600 crore in
FY26E, driven by operating leverage in the cigarette business, improving FMCG margins, and
disciplined cost management. The three-year profit CAGR of approximately ~10–12% underscores
the earnings compounding quality of this franchise. 📊

* Estimated figures in ₹ Crores. Source: Annual reports & public disclosures. Not guaranteed to be
accurate.

🔴 Risk Factors
• 🔴 Regulatory & Taxation Risk: The Indian government periodically increases excise duties on

cigarettes. A sharp, unexpected hike could compress volumes and profitability in the core
business — the single biggest risk for ITC investors.

• 🔴 Plain Packaging Legislation: If India follows global trends and mandates plain/standardized
packaging for tobacco products, it could erode brand equity and pricing power in the cigarette
segment.

• 🔴 Competitive Intensity in FMCG: ITC faces fierce competition from Hindustan Unilever,
Nestle, Dabur, Britannia, and a wave of well-funded D2C startups. Market share gains in food
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categories are hard-fought and expensive.

• 🔴 Commodity Price Inflation: Key inputs like wheat, palm oil, packaging materials and wood
pulp are subject to global commodity cycles. Input cost inflation can squeeze margins in both
FMCG and paperboard segments.

• 🔴 ESG & Ethical Investing Pressure: Global institutional investors are increasingly avoiding
tobacco-exposed companies on ESG grounds. This could create structural selling pressure on ITC
shares despite strong fundamentals.

• 🔴 Hotels Business Risk: The hospitality segment remains vulnerable to macro shocks
(pandemics, geopolitical events, economic slowdowns) and is capital-intensive with long payback
periods.

• 🔴 Currency & Agri-Export Volatility: The agribusiness segment is exposed to global commodity
price swings, monsoon variability, and currency fluctuations that can cause earnings
unpredictability.

📊 Value Investing Snapshot

Metric Value Signal

Market Price (₹) ₹265 🟡

Mkt Cap (₹ Cr) ₹3,32,309 Cr 🔴

PE Ratio 17.4x 🟡

PB Ratio 4.7x 🟡

Intrinsic Value (₹) ₹278 🟡

D/E Ratio 0.03 🟢

ROE (%) 29.6% 🟢

ROCE (%) 38.6% 🟢

Revenue CAGR (3Y) * ~9% 🟡

Profit CAGR (3Y) * ~11% 🟢

Promoter Holdings (%) 100% 🟢

Pledging (%) N/A 🟢

⚠ * Revenue CAGR (3Y) and Profit CAGR (3Y) are analyst estimates based on publicly available financial
data and may vary from actuals. All other metrics are based on verified financial data as of 2025–26.

Legend: 🟢 Green = Strong / Attractive  |  🟡 Yellow = Moderate  |  🔴 Red = Weak / CautionMkt
Cap: 🟢 < ₹10,000 Cr   🟡 ₹10,000 Cr – ₹1,00,000 Cr   🔴 > ₹1,00,000 Cr (1 lakh crore)

🏆 About Futurecaps
Futurecaps is a SEBI-registered investment research platform trusted by thousands of retail
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investors across India for its rigorous, data-driven multibagger stock research. Our team of seasoned
analysts combines fundamental value investing principles with deep sectoral expertise to identify
high-conviction investment opportunities before they become mainstream. We believe that every
retail investor deserves access to the same quality of research that institutional investors receive.
From in-depth stock analysis to intrinsic value calculators and free multibagger recommendations,
Futurecaps is your trusted partner on the journey to long-term wealth creation. 💰🚀

💡 About Value Investing
Value investing — pioneered by Benjamin Graham and perfected by Warren Buffett — is the art of
buying great businesses at prices below their intrinsic value. The core idea is simple: Mr. Market
occasionally misprices even the finest companies, creating windows of opportunity for patient,
disciplined investors. By focusing on fundamentals like ROE, ROCE, D/E ratio, earnings growth, and
competitive moats rather than short-term price noise, value investors build lasting wealth over
market cycles. To calculate the intrinsic value of any stock using our proprietary formula, visit the
Futurecaps Intrinsic Value Calculator — it's free and takes just seconds! 📊

📊 Profit & Loss
ITC Limited revenue grew from ₹59.5K Cr (FY22) to ₹82.5K Cr (FY26E), a 8% CAGR. Net profit expanded
from ₹13.3K Cr to ₹22.6K Cr (14% CAGR), reflecting strong operating leverage.
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Disclaimer

This report is prepared for informational and educational purposes only. It does not constitute

investment advice, a solicitation, or a recommendation to buy or sell any securities. Futurecaps.com

is a SEBI-registered investment advisor. Investing in equities involves risk, including possible loss of

principal. Past performance is not indicative of future results. All fundamentals data is sourced from

public company disclosures and may not be fully accurate. Please consult your SEBI-registered

financial advisor before making any investment decision.
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