
Heritage Foods Ltd — Oct 2026 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Beat on Mix & Margins / Inline on Revenue One-line: Heritage has successfully transitioned from a

margin-trough in FY26 to a structural recovery in H1 FY27, driven by an explosive 42.5% Value-Added Product

(VAP) mix that is effectively decoupling profitability from 11% procurement inflation.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance /

Prior Quarter
Strong Beat

EBITDA margin recovered to 5.6% from 4.5% in Q4 FY26; VAP

mix (42.5%) significantly ahead of 40% long-term target.
🟢

Earnings Quality High
Growth driven by volume (51% of core dairy growth) and

premiumization rather than just pricing.
🟢

Guidance Confidence Strong
Management reiterated ₹500 Cr Ice Cream target; VAP mix

targets are being exceeded early.
🟢

Management Credibility Strong
Successfully navigated El Niño supply shocks by deepening

farmer engagement (7% procurement volume growth).
🟢

Business Quality Signal Improving
VAP excluding fats grew 32% YoY; Nourish+ premium paneer

now 16-17% of category volume.
🟢

Key Q&A Exchange
Q#13 (Margin

sensitivity)

Management provided a specific sensitivity: ₹0.50/L reduction in

procurement cost adds 0.7% to bottom line.
🟢

The Street's Primary

Anxiety

Procurement

Persistence

Persistent 11% milk inflation; Management mitigated this via 8%

weighted price hikes and VAP leverage.
🟡

Capital Cycle Stage Harvesting
Post-commissioning of Hyderabad/Tirupati plants; focus on

capacity absorption (Ice Cream growth +44%).
🟢

Margin / Return Ratio

Trajectory
Improving

EBITDA margins expanded 98 bps sequentially; operating

leverage kicking in as throughput rises.
🟢

Pricing Power Resilient
8% price hike sustained alongside 7% procurement volume

growth and 2% milk sales growth.
🟢

FCF Conversion &

Quality
Distorted

Sequential EBITDA improvement noted, but higher depreciation

from FY26 capex cycle is weighting on PBT.
🟡

Competitive Moat

Signals
Widening

Integrated "Farm-to-Consumer" model delivered 7% volume

growth in a drought year when peers faced shortages.
🟢

Balance Sheet Strength Adequate
71% stake in Get-A-Way and 100% of Nutrivet providing high-

growth adjacent platforms.
🟢

Working Capital

Efficiency
Stable

Inventory for fats (Ghee) being prioritized for festive Q3; Nutrivet

(Animal Nutrition) revenue up 47%.
🟢

Mgmt Guidance Track

Record
Reliable

Delivered on the "VAP Pivot" promised during the FY26 margin

compression phase.
🟢

Key Vulnerability / Red

Flag

Supply

Concentration

80% Cow milk dependence makes the business highly sensitive

to Southern India drought/El Niño conditions.
🔴

Management Tone Cautiously Bullish
Confident in VAP momentum but speculative/wait-and-watch on

the upcoming Buffalo flush post-Diwali.
🟢



Key Takeaways (Positives & Negatives): * Positives: The VAP engine is now the primary driver of the P&L,

with a 42.5% revenue contribution (including fats) providing a massive buffer against RM volatility. Segmental

growth is broad-based: Lassi (+89%), Buttermilk (+56%), and Ice Cream (+44%). The Nutrivet subsidiary is

scaling rapidly (+47% YoY), acting as a strategic moat by ensuring farmer loyalty through subsidized, high-

quality feed. * Negatives: Milk procurement inflation remains "unprecedented" and elevated at 11% YoY (₹47.73/

L). Drought conditions in South India and El Niño impacts are preventing a significant cooling of prices, forcing

Heritage to rely on continuous price hikes. * Street Concern: Analysts are focused on whether the 5.6%

EBITDA margin is a temporary peak or a step toward the 7-8% historical median. Management’s response

highlights that price hikes in September will fully flow into Q3, and any "cooling" in procurement costs (₹0.50

sensitivity) would be pure alpha. * Forward Watchpoint: The "Buffalo Flush" post-Diwali. This seasonal supply

surge is the critical catalyst needed to break the ₹47/L procurement floor and return EBITDA to the 7% "steady

state" level.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT not available — all numbers sourced from concall transcript.

Metric
Current Qtr (Q2

FY27)

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Revenue (₹ Cr) ₹1,319.6 ↑ 19% → 🟢
H1 revenue at ₹2,657.7 Cr. Growth driven by VAP

(+31%) and Core Dairy (+17%).

Gross Margin

(%)
Not in doc - - 🟡

11% procurement inflation partially offset by 8%

weighted avg price hikes.

EBITDA (₹ Cr) ₹74.0 Not stated ↑ 21%* 🟢
Sequential recovery (Q1 was ₹61.2 Cr based on

98bps expansion claim).

EBITDA Margin

%
5.6% Not stated ↑ 98 bps 🟢

Operating leverage from higher throughput and

VAP mix expansion.

PAT (₹ Cr) ₹30.9 Not stated ↑ 🟢
Hit by higher depreciation from FY26 capex cycle;

H1 PAT at ~₹60 Cr.

ROCE (%) Not in doc - - 🟡
Impacted by recent ₹300 Cr+ Greenfield

investments in early utilization phase.

Cash Flow

(OCF)
Not in doc - - 🟡 CFO-to-PAT ratio not derivable from transcript.

Net Debt /

(Cash)
Not in doc - - 🟢

Debt levels manageable; 71% ownership in Get-A-

Way maintained.

Volume (Milk

LLPD)
12.35 ↑ 2% ↑ 🟢

Growth sustained despite aggressive price

increases throughout Q2.

Procurement Vol 17.28 LLPD ↑ 7% ↓ 🟢
Deepening village network offset monsoon-related

supply constraints.

Procurement

Cost
₹47.73/L ↑ 11% ↑ 2.4% 🔴

Driven by demand-supply gap and high feed/

fodder costs.

VAP Mix (%) 42.5% ↑ 460 bps ↑ 🟢 Includes fats. Ex-fats VAP grew 32% YoY.

Ice Cream Vol 3,272 LPD Not stated ↑ 🟢
Supplied to Get-A-Way; core Alpenvie brand also

up 44%.



*Implied from 98bps sequential margin expansion.

2B. SEGMENT BREAKDOWN

Segment
Revenue (₹

Cr)

YoY

Growth
Margin Trend

vs Co.

Avg
Key Development

Core Dairy ~₹755 17% Low → Below
Price hikes contributed 49% of growth;

volume 51%.

VAP (excl.

Fats)
₹451.0 32% High ↑ Above

Lassi/Buttermilk leading growth; Curd sales

>500 TPD.

Ghee/Butter ₹89.8* 20%+ Medium ↑ Above
Realizations increased 20%+; Festive

demand expected in Q3.

Nutrivet

(Feed)
₹85.3 47%

4.3%

(PBT)
↑ Below

Strategic moat; ensured milk supply during

drought.

Get-A-Way Not in doc Robust High ↑ Above
Heritage now owns 71%; supports premium

positioning.

*Derived from (VAP incl. fats ₹540.8 Cr) minus (VAP excl. fats ₹451 Cr).

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim

Required Run-Rate /

Mathematical Feasibility

Historical

Delivery

Risk

Flag

Guidance Margins
Return to "steady state"

(7-8% EBITDA).

Needs RM prices to drop ₹1.5-2/L

or further 5% VAP mix shift.

Improving

(5.6% vs 4.5%).
Medium

Guidance Ice Cream Rev ₹500 Cr by FY30-31.
Requires ~18% CAGR; currently

growing at 44%.
On Track. Low

Guidance VAP Mix Reach 45-50% mix.
Currently at 42.5%; target likely to

be hit in FY28 (ahead of schedule).
Delivered early. Low

Strategy Premiumization
Nourish+ and Greek

Yogurt scale.

Nourish+ Paneer already 16%+ of

category volume.
Delivered. Low

Macro Milk Prices
Buffalo Flush post-Diwali

to cool prices.

Speculative; dependent on climatic

conditions in rain-fed regions.
Mixed. High

Macro Competition

Price hikes by

Cooperatives (Aavin/

Nandini).

Aavin (+₹6/L) and Nandini (+₹8/L)

increases provide headroom for

Heritage.

Improving. Low

Strategy Geographic
Deepen existing markets

(no new geography).

Volume growth (2%) suggests deep

penetration is working.
On Track. Low



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

1 5.0
Sameer

Gupta, IIFL
Procurement

Business

Overview

"Are we seeing

any sign of

moderation in

milk

procurement

prices... this is

also an El Nino

year?"

Management

stated that El

Niño has

repeated last

year's

production

drop, but they

are

encouraging

healthy

practices and

animal

nutrition (47%

feed growth) to

mitigate this.

This implies

procurement

costs will

remain sticky

until a strong

buffalo flush

occurs post-

Diwali,

keeping Q3

margins

dependent on

pricing power.

Specific

price cooling

date.

4.0
Cautious

signal

2 4.0
Sameer

Gupta, IIFL
VAP Growth

Business

Overview

"Was there any

element where

weather was

more

supportive this

year in terms of

higher

temperatures?"

Management

clarified that

while Q1

weather was

supportive, Q2

growth was

broad-based

across non-

seasonal

products like

paneer and

ghee. This

confirms the

VAP growth is

structural and

driven by

consumer

franchise

rather than

one-off climate

events.

None 5.0
Clear and

quantified

3 4.5
Vijay Jangir,

Systematix
Pricing Financials

"In milk and

VAP, how

much price

hike we have

Management

noted a

weighted

average hike

Future hike

quantum.
4.0

Directional

evidence



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

taken in Q2...

are we

planning

further hikes?"

of 8% in Q2,

with milk at 6%

and VAP at

9-10%, with

September

hikes fully

benefiting Q3.

The realization

improvement

provides a

clear bridge to

margin

expansion in

H2 FY27 even

if RM remains

flat.

4 4.5

Nirmam,

Unique

PMS

Competition
Business

Overview

"How are the

cooperatives

behaving...

Nandini taking

a big price

hike?"

Management

highlighted

that Aavin (TN)

and Nandini

(Karnataka)

have

announced

unprecedented

hikes (₹6-8/L)

due to model

code of

conduct

delays. This

creates a

significant

pricing

umbrella for

Heritage to

raise prices in

Bangalore and

Chennai

without losing

market share.

Exact impact

on

Karnataka

volumes.

4.0
Strategic

clarity

5 5.0

Nirmam,

Unique

PMS

Margins Financials

"How much

benefit will you

have to pass

on to the

consumers

once the milk

prices start

trending

down?"

Management

asserted that

consumer

prices rarely

come down;

instead, falling

RM prices will

directly

expand the

bottom line.

This confirms

that Heritage

is currently

None 5.0

Specific

timeline

given



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

building a

"margin

spring" that

will release

significant

profitability

when the dairy

cycle turns.

6 4.0

Yash,

Awriga

Capital

Macro Cycle
Management

Outlook

"Would the

understanding

be right that

the worst is not

behind us...?"

Management

responded that

they are

sustaining

volumes

despite price

hikes and that

operating

leverage is

improving

sequentially

due to higher

throughput.

This suggests

the business

has crossed

the "trough"

and is now in a

consolidation-

to-growth

phase.

Direct

"Worst is

behind us"

confirmation.

3.0
Tactical

dodge

7 3.5
Ishani, NV

Alpha
Procurement Financials

"When you

state cow milk

accounts for

80% of

procurement,

do you mean

price or

volume?"

Management

confirmed the

80% figure

refers to

procurement

volume. This

highlights the

high sensitivity

of the cost

structure to

cow milk

dynamics in

South India.

None 5.0
Clear and

quantified

8 4.0

Sidharth

Jain, YES

Sec

VAP Pricing
Business

Overview

"Is it true that

the growth in

lassi and

buttermilk is

coming at near

zero price

increases?"

Management

explained that

the realization

is impacted by

mix (home

packs vs.

single-serve)

and regional

weightages,

Specific

margin per

SKU.

3.0
Vague but

consistent



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

though volume

growth

remains the

priority for

beverages.

This implies

they are

prioritizing

market

penetration

over

aggressive

pricing in the

drinkable

category to

build a long-

term franchise.

9 4.5

Sidharth

Jain, YES

Sec

Competition
Business

Overview

"How do you

see this new

competition

from a large

conglomerate...

tradition of

extremely low

prices?"

Management

noted the dairy

industry is

massive (₹14

lakh Cr) and

largely

unorganized,

with enough

headroom for

all players to

convert

unorganized

trade. This

suggests

Heritage views

national

entrants as

category-

expanders

rather than a

direct threat to

their "fresh-

dairy" moat.

Reliance/

Reliance

Retail

specific

strategy.

3.0
Directional

evidence

10 4.5
Dradyumna,

Bow Head
Procurement Financials

"Could this

[procurement

price] go to

something like

₹50 plus in

Q3?"

Management

declined to

speculate on a

₹50/L scenario

but noted that

September

price hikes

have put them

in a stronger

position than

in Q2. This

implies the

Specific Q3

price

forecast.

2.0 Hedged



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

company has

already "pre-

priced"

potential

inflation,

protecting the

5.6% margin

floor.

11 4.0
Rajat,

iThought
Margins Financials

"₹0.5 reduction

in procurement

price can

increase the

bottom line by

0.7%...

absolute

number?"

Management

confirmed the

arithmetic:

₹0.50/L cost

reduction on

1.8 million

liters/day

equals ~₹3 Cr/

month

improvement

in bottom line.

This provides

a clear

valuation lever

for analysts to

model the

impact of the

upcoming

flush.

None 5.0
Clear and

quantified

12 4.0

Resha

Mehta,

GreenEdge

Procurement Financials

"Cow milk has

been more

inflationary

versus buffalo

milk... why?"

Management

explained that

demand is

shifting to cow

milk (cheaper

on a solids

basis), which

is driving up its

price relative

to buffalo milk.

This structural

shift in

procurement

preference is a

key risk factor

for Heritage

given its 80%

cow milk mix.

Historical

18-month

trend data.

3.0
Directional

evidence

13 5.0

Dhwanil

Desai,

Turtle

Margins Financials

"Can we go to

7-odd percent

over, let's say,

next 2, 3, 4

quarters?"

Management

indicated that

if RM stays

flat, EBITDA

will improve

due to price

None 4.0
Directional

evidence



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

hikes; if RM

falls, margins

will return to

"steady-state"

(7-8%) levels.

This reinforces

the "margin

expansion"

thesis for H2

FY27.

14 5.0
Sidharth

Negandhi
Long-term

Management

Outlook

"Is 6% CAGR

on

procurement

adequate for

mid-teens

revenue

growth?"

Management

argued that

VAP growth

(higher

realization per

liter) and

deepening

farmer

productivity

(AI, sex-sorted

semen, feed)

will bridge the

gap. This

confirms the

transition from

a "volume-led

commodity" to

a "realization-

led brand"

business.

None 4.5

Specific

timeline

given

PATTERN FLAGS & SENTIMENT

The "Price Umbrella" Catalyst: A recurring theme was the impact of Southern cooperatives (Nandini/Aavin)

taking massive price hikes. Management appeared highly confident that these moves provide the necessary

"air cover" for Heritage to sustain its 8% hikes while maintaining volume growth. This reduces the risk of

market share loss to cheaper cooperatives in core markets.

VAP as the Margin Anchor: Analysts were preoccupied with how the company improved margins despite

11% RM inflation. The consistent answer was the 42.5% VAP mix. Management is clearly positioning the

"Fresh VAP" (Curd/Paneer) as a structural moat that is less price-sensitive than liquid milk.

Speculative Flush: There remains an underlying anxiety about the buffalo flush. Management was unusually

cautious, using "wait-and-watch" and "speculative" multiple times, suggesting that while they expect a cool-

off, they are not yet banking on it for their Q3 internal targets.

Analyst Sentiment Verdict: Analysts were generally impressed by the sequential margin recovery (5.6% vs

4.5%) and the explosive VAP growth, leading to a constructive tone. The primary friction point remains the

persistence of cow milk inflation and the structural shift in procurement costs. Management's credibility has

improved as they delivered the promised VAP pivot, but the 7% EBITDA target remains the "unresolved

benchmark" that the Street will monitor in Q3.

• 

• 

• 



GUIDANCE GAPS REVEALED IN Q&A

Topic
What Mgmt Claimed

(Prior Q)
What Q&A Revealed Gap / Walk-back Risk to Thesis

Milk

Prices

Expected easing by

May flush (FY26).

Prices rose 11% YoY; cooling now

expected only post-Diwali (FY27).

Significant delay in RM cost

normalization cycle.

High (Short-term

margin stress)

Margin

Floor

4.5% was the "bad

year" low.

Sequential recovery to 5.6%

achieved despite higher RM costs.

Positive surprise on

operating leverage.
Low

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q4 FY26) This Quarter (Q2 FY27) Direction

EBITDA Margin 4.5% 5.6% ↑ Improving

VAP Revenue Mix 35.5% 42.5% ↑ Structural Shift

Procurement Cost ₹46.67/L (8% inflation) ₹47.73/L (11% inflation) ↓ Deteriorating

Procurement Vol 16.38 LLPD 17.28 LLPD ↑ Improving

Management Tone Defensive (Trough) Cautiously Bullish (Recovery) ↑ Improving

Adjacent Growth Investment Phase (Nutrivet) Execution Phase (47% Growth) ↑ Improving

Competitive Context Pressure from Cooperatives Price Hikes by Cooperatives ↑ Favorable Pricing Umbrella

Trajectory Signal: Heritage has exited the "survival" phase of the FY26 dairy cycle. The business is now

demonstrating that it can expand margins through premiumization even when the procurement environment

remains hostile. The thesis is no longer just about a "milk cost recovery" but has evolved into a "structural VAP

re-rating" story. Thesis remains intact and strengthening.

STOP HERE.
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