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Surge Capital Focuses on Six Key Attributes of Long-Term Earnings Growth
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gﬁé Strong Business Model
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(7 Innovation & Pivot

Market Cap: Rs 14,700 Crores

DC; Change & External Trend

EEE Optionalities Revenues: Rs 3138 Crores
)

_—m Leadership & Edge Net Profits: Rs 127 Crores
% Stellar Management Execution Net Debt: Rs 1660 Crores

Indlicates attributes present in the stock

Investment Bucket: Resilient

Brief Thesis

Milky Mist is a 100% value added products focused dairy company.

Most of the listed dairy companies have majority of their business still coming from liquid milk which
is not a proper FMCG business and thus their overall growth and profitability are low; whereas Milky
Mist has been growing at much higher rates due to its value-added focus.

The company is now focusing on high value-added products like ice-cream, yogurt, whey etc which
will further improve company’s profitability. On top of this the company has large leverage on
operating and financial level which along with sustained strong headline growth should result in non-
linear growth in profits.
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DAIRY BUSINESS- Not a True FMCG Business

FMCG is one of the most desirable & strongest business. This is because these are businesses that are driven
by brands, they have pricing power, end demand is resilient & sticky and profitability & return ratios are
strong.

THE TRUE FMCG TEST

What Makes a Business a True FMCG?

To qualify as atrue FMCG, abusiness must test true on both checkboxes below

4 A
CHECKBOX A
Buy Commodities and Sell Brands
Commodities Brands
o J
4 N
r CHECKBOX B
4 Buy in Quantities (kg, Itr) and Sell in Units
Kg/Litre Units
\ J

Both boxes must be checked v to qualify as atrue FMCG

The reason why these two checks are important is because;

» If you are selling a commodity derived from a commodity (without much value addition or
differentiation), then there is surely going to be a lot of unbranded products in that category, simply
because it is easier to produce the product.

» Ifthe end consumer is buying something in terms of quantities (kgs, liters), they are informed & conscious
about the price per kg or liter that they are paying and with easy availability of unbranded products, it
becomes very difficult to charge a premium for the product, over & above the underlying cost of
commodity itself.

This is primarily the reason why some of the biggest consumer staple categories like spices, pulses etc still
lack national level players with strong market dominance. These categories are still driven by regional
players and/or unorganized players.

Dairy as a business also cannot be construed as a true FMCG business because liquid milk, which is the core
of any dairy business does not qualifies the above mentioned two checks.

Milk has an even bigger challenge than most of the other staple categories because of its low shelf life which
results in dairy being mostly a regional business with Amul being the only exception.




MILKY MIST 21* August 2026

VALUE ADDED DAIRY BUSINESS

The challenges associated with liquid milk can be overcome by moving towards value added products in
the diary business like cheese, panner, ice-cream etc. In fact, Amul's journey of becoming a national level
brand has been on the back of these value-added products wherein Amul has massive market dominance
in segments like cheese and butter.

Value added products have relatively higher shelf life, offers higher profitability and thus the potential to
invest & build a national level presence. Further, most of these value-added segments are either still heavily
dominated by unorganized players and/or are growing at much higher pace in terms of consumption vs
liquid milk wherein the consumption is sort of saturated.

Most of the dairy companies do have & continue to strive to build these value-added categories, however
the share of value-added portfolio is still <50% of overall business mix for most and thus dynamics of liquid
milk business still drives their overall business.

Hatsun Agro Heritage Foods Parag Milk Foods
Value Added Mix % FY26 28% ~35% 35% 78%
Revenue CAGR 5-Year 16% 12% 13% 16%
EBITDA % FY26 8% 12% 6% 7%

A good example of how this liquid milk dynamics plays out was the period of H2 FY23 wherein raw milk
procurement prices rose by ~17-19% however dairy companies were not able to pass on this entire increase
and thus saw sharp correction in margins in H2 FY23. We have seen same thing play out in QIFY27 wherein
raw milk prices have increased by ~10% and all dairy companies (with liquid milk business) have seen sharp
correction in margins,

Operating Margins
BQIFY26 mQIFY27

15%

1%
8%
° 17% 7.4%
6%
>% 4.6%

Dodla Dairy Heritage Foods Hatsun Agro Parag Milk Foods
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MILKY MIST- The True Value Added Player

Milky Mist was founded in 1998 in Perundurai, Tamil Nadu with panner as its primary product and over the
years the company has diversified into other product segments like cheese, curd, ghee etc.

BUILDING A SCALED VALUE-ADDED FMCG PLATFORM  MilkyMist

ESTABLISHMENT DIVERSIFICATION EXPANSION & EVOLUTION

As VADP company to Niche Products in VADP to Fresh Food Company
1998 - 2011 2012 - 2022 2023 - 2026
= One of the first private companies to = C ptualization and buildi * Category building - Ice Creams, :
launch packaged paneer in India Mega Plant Chocolates, Sweetened Condensed Milk
= Added key value-added dairy products * Product expansion - Whey Powder, " Branfl ﬁcquisiti'ons in RTC and RTE - Asal
like Butter, Ghee, Curd and Khova to the UHT Range of Products, Probiotics, acquisition. Briyas for vegan products
portfolio Dairy Whitener, Frozen Foods
= Capacity expansion - Paneer, Curd & Whey
= Expanded to Cheese (Mozarella, = High Protein Yogurt - Greek Yogurt Powder
Processed, Cheddar) and Yogurts and ‘Skyr’
= Ongoing capacity expansion - Natural
= Deployment of Chillers at Retailer = Strengthened Paneer, Cheese and Cheese & Greek yogurt
Touchpoints Curd segments
= Continuing Brand Building and Market
= Market Expansion across South = Market expansion beyond South and Expansion
Exports

= Raised Pre-IPO fund from Tamasek

Acquisition of land in Maharashtra

Regional Sales Mix FY26

B Karnataka

B Tamil Nadu

B Kerala

B Andhra Pradesh & Telangana
North & Central India
West India

W East India

W Exports
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Channel Sales Mix FY26

B General Trade
B Modern Trade
W HoReCA

M E-Commerce
1 B2B Sales

Direct Retail

Over the years the company has stayed true to its focus on value added products and has avoided liquid
milk;

Our Portfolio Across 5 Consumption Occasions

BASIC NEEDS INDULGENCE ON THE GO PRODUCTS = AFTER MEAL PRODUCTS HEALTHY CHOICES
5 PRODUCTS
Paneer, Butter, Curd, Ghee, Cheese, Khova, Sweetened Yogurt, Milkshakes, Lassi, Ice Cream, Gulab Jamun, High-Protein Cheese &

UHT Milk Condensed Milk, Cream Buttermilk, Chocolates Mishti Doi, Shrikhand Paneer, Greek Yogurt, Skyr

Milky Mist
S T KHovA

¥ i

o

Milkymist JEIR | MilkyMist 4

T 3
kg Mist | MilkyMist
m.lkym.st‘ eg (k@

1= skyr@ ﬁYJgEJn T
i e o _—
| s h we: '

CHEESE et
BLOCK S

640+ products across 22 categories, spanning breakfast to dinner and meeting evolving consumer expectations

This 100% focus on value added products has allowed Milky Mist to grow at strong rates and also command
much higher profitability than other dairy companies;

[ . Revenues Fo-==- I
o, 1
i y-o-y growth i : 34% :
] I N
| 29% |
Fe==== 1 L !
| 31% |
r===== 1 | I 1
| 37% |
=== ] | I ]
I 9% | 3138
S ' 2350
1822
1394
928 1012
FY21 FY22 FY23 FY24 FY25 FY26
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‘ Dodla Dairy Hatsun Agro Heritage Foods Parag Milk Foods F Milky Mist
Value Added Mix % FY26 ‘ 28% ~35% 35% 78% | 100% |
Revenue CAGR5-Year RS 12% 13% 16% 28% |
EBITDA % FY26 8% 12% 6% 7% I 1a% |

Panner, Cheese and Curd are the key product segments which have historically contributed ~2/3 of
company'’s revenues. And in the recent years, company has entered into high value-added product segments

of Ice-cream, yogurt, chocolates & deserts. All of which have been scaling rapidly for the company.

ANNUAL REVENUE SPLIT - KEY PRODUCT

CATEGORY

Milky Mist

Key Product Category FY24 FY25 FY26
Paneer 30.68% 29.52% 29.42%

Cheese 19.06% 17.36% 16.37%

Curd 16.42% 15.75% 13.26%
________________________ I
| @ Ice Cream — 1.89% 5.86% 6.73%

I |
| & . I
—~  yogurt 2.73% 4.12% 6.20%
=) !
oD *
gg Others 20.24% 18.13% 18.20%

*Other product categories include ghee, butter, UHT products,, powder, khova, chocolate, condensed milk, butter milk and desserts

Revenue Growth is Broad Based Across All Product Segments

EFY25 WFY26

299%

53%

33% 37%

24% 79 26% 2% e . 21%
ml - = m
Panner Cheese Curd Ice Cream Yogurt Rest
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These high value-added product segments have much higher margins vs company's current product

portfolio and provide for further improvement in company’s margin profile as share of these products
increases;

Margins & growth outlook

(%, FY26)
40%
Ice cream

35%

30%

25% Whey protein
S
[}
a 20% Cheese
g
> Flavoured milk

o Ghee \ Yogurt

Skimmed Milk
Powder Khoa ® o
() () Comd Paneer
10% ~ Butter
® )
PS " Buttermilk &
Liquid Milk® Cream lassi
5%
0%
0% 5% 10% 15% 20%

Growth (%)

represents high growth and high margins products
Source(s): 1Lattice analysis

Whey is another segment that the company is looking to enter shortly;

Company produces a lot of whey powder as a by-product of its cheese & panner production.
Currently it sells this bulk whey to B2B customers- contributing ~7% of its revenues.

The company is in the process of setting up a facility to process this bulk whey into whey concentrate and
enter into B2C whey protein segment.

» The plant is expected to become operational in next 15-18 months.

On top of improvement in profitability at gross margin level due to improved product mix, Milky Mist also
has upside to profitability on the back of operating and financial leverage.

The company has undertaken large capacity expansions over last few years to support future growth and
new product segments. And thus, its capacity utilization in many of the product segments is still low and
overtime as the capacity utilization improves, the company should benefit from operating leverage.
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ANNUAL CAPACITY UTILISATION Milky Mist

Category Level Capacity Utilization (FY26) for Perundurai Manufacturing Facility

B FY 2025 FY 2026 100% Capacity Utilization

Optimum capacity utilization for recently introduced
categories may take considerable amount if time

29%
21% 23% 050 25%
12%
aw 5%
. -

Paneer Cheddar Yogurt Greek, Skyr&  gpee Mozzarella Processed Pouchcurd Shrikhand Whey Powder  Butter Setcurd  Ice Cream  Chocolate Sweetened
Cream cheese Condensed
cheese. Milk

Capacity Utilization %

Capacity Enhancement Initiatives

. o . Further capacity expansion in - . .
*) e ety Q” process for Cheddar Cheese Gapacity already increased for
v’ t;‘ 192 MT per day pencay from 15.6 MT per day to 120 MT J u y row

per day

Company can do ~3-3.5x its FY26 revenues from current capacities & infrastructure.

These large capacity expansions has required company to invest significant amounts in capex; as a result,

the company has seen its debt levels & associated interest expense increase over the last few years;

Debt
Interest Cost

In IPO, the company has raised a good ~Rs1430 crores of fresh funds which it intends to use for repaying
debt and support ongoing capex. This will allow the company to continue to grow & expand capacities
without increase in debt levels. As a result, interest costs will grow at much lower pace than the overall
revenues and operating profits, resulting in large financial leverage.

On a PBT base of ~Rs160 crores in FY26, the company had ~Rs110 crores of finance costs

Sres Operating Financial Step Up.
Increase in

Leverage Leverage Profitability

Margin
Expansion

& |SURGE
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Non-Linear Growth In Profits
Revenues ~1.7x
B Revenues M EBITDA PBT

EBITDA ~2x
3138
2350
1822 I
429
305
217 158
43 88
— I -
FY24 FY25 FY26

EXPECATATIONS GOING AHEAD

We believe that Milky Mist's pure focus on value added segments will allow it to continue to grow revenues
at high rates of ~30%. This strong headline growth coupled with strong improvement in profitability on all
three levels- gross, operating and financial should result in non-linear growth in company’s profits over the
coming years.

We are buying the stock at a market cap of ~Rsl14,700 crores and based on our expectation of future profits,
we believe there is good upside here over the medium term.

We have initiated here with 2 conviction rating and would look to increase our conviction rating based on
company’s QIFY27 numbers.

RISKS

The primary risk in Mikly Mist is around its concentration of entire manufacturing at a single location. The
company has a massive facility at Perundurai, Erode- Tamil Nadu; spread across ~73 acres.

Any incidents/accidents here could materially impact company’s operations.

The company however has acquired a land (~48 acres) in Maharashtra in early 2026 and is looking to
establish a manufacturing setup in the state to support diversification.
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Ratings Explanation:
Buy: Expected total return (price appreciation plus dividend yield) of more than 10% over next 12 months.
Hold: Expected total return (price appreciation plus dividend yield) of +/-10% over next 12 months.

Exit: No Further Coverage/Update on the stock.

Conviction Rating:

Conviction rating reflects our understanding of return:risk ratio of the underlying stock for next 12
months. The rating is given within a range of 1-5 stars, wherein each higher star reflects a higher return:risk
ratio; so, 1 star indicates a low return:risk ratio and 5 star indicates a high return:risk ratio.

The rating is based on our qualitative understanding of how the four factors of- Price Action, Earnings
Growth, Valuations & Perception will play out over next 12 months for the stock.

Conviction ratings are to be read along with Buy & Hold ratings and no conviction rating is assigned for
stocks with Exit rating.

Note: Ratings are valid till changed.

Ratings History
205 BUY **

200

195
190
185
180
175

170
08/18/2026 08/19/2026 08/20/2026 08/21/2026

Milky Mist Stock Price

Note: Above chart indicates ratings assigned (including changes) over the period of coverage of stock.
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Disclaimer & Disclosure

Surge Capital is a trade/brand name used by Ankush Agrawal (Individual SEBI Registered Research Analyst INHOOO008941) to
provide equity research services in the Indian Equity Markets.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or
taxation advice to you. Ankush Agrawal/Surge Capital is not soliciting any action based upon it. This report is not for public
distribution and has been furnished to you solely for your information and should not be reproduced or redistributed to any
other person in any form. This document is provided for assistance only and is not intended to be and must not alone be taken
as the basis for an investment decision. The views expressed are those of analyst and the firm may or may not subscribe to all
the views expressed therein. The report is based upon information that we consider reliable, but we do not represent that it is
accurate or complete, and it should not be relied upon such. Ankush Agrawal/Surge Capital or any of its affiliates or employees
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. Neither Ankush Agrawal/Surge Capital, nor its employees, agents nor representatives shall
be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits
that may arise from or in connection with the use of the information. Ankush Agrawal/Surge Capital or any of its affiliates or
employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this
report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-
infringement.

“Registration granted by SEBI, Enlistment with RAASB and certification from NISM in no way guarantee performance of the
Research Analyst or provide any assurance of returns to investors”

More details- https://www.surgecapital.in/disclosures

DISCIPLINARY HISTORY
There are no pending material litigations or legal proceedings against the Research Analyst.

As on date, no penalties / directions have been issued by SEBI under the SEBI Act or Regulations made thereunder against the
Research Analyst relating to Research Analyst services.

More details- https://www.surgecapital.in/investor-complaints

TERMS AND CONDITIONS OF RESEARCH SERVICES

The Research Services will be limited to providing independent research recommendation and shall not be involved in any
advisory or portfolio allocation services.

“Investments in securities market are subject to market risks. Read all the related documents carefully before investing.”
The Research Analyst shall not be responsible for any loss to the Investors.

More details- https://www.surgecapital.in/terms-and-conditions

DETAILS OF ITS ASSOCIATES

No associates

USE OF Al

Research Analyst declares that it has not made use of any Artificial Intelligence tools in preparation of this research report.



https://www.surgecapital.in/disclosures
https://www.surgecapital.in/investor-complaints
https://www.surgecapital.in/terms-and-conditions

MILKY MIST 21* August 2026

Analyst Certification
Analyst: Ankush Agrawal

Email: ankush@surgecapital.in

Analyst Ownership of Stock: Yes

The Analyst certify (ies) that he complies with Qualification and Certification requirements of Regulation 7 of SEBI
(Research Analyst) Regulations 2014; that are required to be complied with by the individuals registered as Research
Analysts under SEBI (Research Analysts) Regulations 2014.

Further, The Analyst certify (ies) that the views expressed herein accurately reflect his (their) personal view(s) about
the subject security (ies) and issuer(s) and that no part of his (their) compensation was, is or will be directly or
indirectly related to the specific recommendation(s) or views contained in this research report.

Disclosure under SEBI (Research Analyst) Regulations 2014

Whether the research analyst or research entity or its associates or his relative has any financial interest in the
subject company and the nature of such financial interest- Yes; to the extent of self & family shareholding in the
company.

Whether the research analyst or research entity or its associates or relatives, have actual/beneficial ownership of
one per cent or more securities of the subject company, at the end of the month immediately preceding the date
of publication of the research report or date of the public appearance - No

Whether the research analyst or research entity or his Associate or his relative, has any other material conflict of
interest at the time of publication of the research report or at the time of public appearance - No

Whether it or its associates have received any compensation from the subject company in the past twelve months-
No

Whether it or its associates have managed or co-managed public offering of securities for the subject company in
the past twelve months- No

Whether it or its associates have received any compensation for investment banking or merchant banking or
brokerage services from the subject company in the past twelve months- No

Whether it or its associates have received any compensation for products or services other than investment banking
or merchant banking or brokerage services from the subject company in the past twelve months- No

Whether it or its associates have received any compensation or other benefits from the Subject Company or third
party in connection with the research report. - No

Whether the research analyst has served as an officer, director or employee of the subject company - No

Whether the research analyst or research entity has been engaged in market making activity for the subject
company - No
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