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e rice target (INR) 2560  Hindustan Unilever (HUL), which now houses one of the biggest food
m:;";;:f/';g:z:'zx:z;:;(%) 53‘;"‘1’;3; businesses in India, has completed SAP migration and 85% of go-to-
What’s Changed market integration for its nutrition business. With this strong
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grounding, the company is taking the next important steps, i.e.:
i) getting aggressive in terms of launches — Horlicks Diabetes Plus
already launched; and ii) investing in market development — launched

55 INR2 and INR5 sachets to drive trials. Margin realisation is ahead of the
40 plan, and we see another 300-400bp opportunity to reduce costs,
» . c which could be redeployed towards market development.
10 A

Seles pontn st o8 o HUL has expanded direct coverage in the nutrition business by 2x

Consumer Staples * HUVR IN Equity compared to pre-acquisition. Retain ‘BUY’ with a TP of INR2,960.

FINANCIALS (INRmn) | Six quarters on since HUL-GSK merger, we answer five key questions
Year to March FY2IA - FY22E FY23E FY24€ What has HUL done till now in terms of In terms of i) product? ii) advertising and
Revenue 4,70,280 5,28,019 577,854 6,36,249
EBITDA 116260 130,086 146425 165054 consumer connect? iii) distribution? iv) cost synergies and how much more can be
Adjusted profit 80,000 92,728 106972 121810 derived? and v) how does HUL compare with Zydus’s acquisition of Complan?
Diluted EPS (INR) 34.0 395 455 51.8 .. . .
EPS growth (%) 90 159 154 139| Nutrition business: Aggressive next steps for growth
ROAE (%) 295 19.3 21.8 24.2 Five-fold plan: i) Driving penetration. The HFD category’s penetration is merely 25%,
P/E (x) 70.0 604 524 460 |  gnd HULIs using its LUPs (INR2, INR5 sachets) to drive penetration. ii) Building future-
EY(EB'TDA ® 473 423 373 31 ready formats. iii) Premiumisation: A Plus range has been introduced. iv) Distribution
Dividend yield (%) 1.7 1.5 1.7 2.0

multiplier: Expanded direct coverage in the nutrition business by 2x. v) Scale up
North and West India, wherein its penetration levels are lower.

PRICE PERFORMANCE

The nutrition business’s net cash delivery and margin realisation is ahead of the plan;

2,825 f" 62,000 there is another 300-400bp of opportunity to reduce costs in distribution and supply
z’gii \“\w ii’;gg chain, which could be redeployed towards market development.
, - ,
i"z‘zi :’V‘\'vl’ i;'zgg Media and procurement has been a big savings area, whose benefits are coming in
2125 | ’WJ 44,000 early on. Other areas include supply chain efficiencies, including logistics &
Dec-20 Mar-21 Jun-21  Sep-21  Dec21 distribution, and factory operations.
B HUVR IN Equity Sensex
Outlook and valuation: On a firm footing; maintain ‘BUY’
Explore: Overall, we remain positive on HUL’s ability to outgrow the market, as well as its

pricing power, underpinned by distribution expansion, deepening direct reach and
@ product innovation initiatives. The ongoing demand shift from smaller players to HUL

would continue, particularly in tea and soaps. The merger of GSK’s portfolio with
HUL has begun to yield revenue delta; we believe the larger story will be innovation

Financial model Podcast
and new products in HFD and allied categories.
And we also expect HUL margins to improve sequentially on the back of price hikes
and a cool-down in certain raw material prices. We retain ‘BUY/SO’ with a TP of
Video INR2,960. The stock is trading at 52.4x FY23E EPS.
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Financial Statements

Income Statement (INR mn)

Balance Sheet (INR mn)

Year to March FY21A FY22E FY23E FY24E Year to March FY21A FY22E FY23E FY24E
Total operating income 4,70,280 5,28,019 5,77,854 6,36,249 Share capital 2,350 2,350 2,350 2,350
Gross profit 2,48,800 2,74,403 3,09,010 3,42,152 Reserves 4,74,390 4,83,663 4,94,360 5,06,541
Employee costs 23,580 25,468 26,130 28,770 Shareholders funds 4,76,740  4,86,013  4,96,710 5,08,891
Other expenses 47,540 53,058 65,034 70,328 Minority interest 200 200 200 200
EBITDA 1,16,260 1,30,086 1,46,425 1,65,054 Borrowings 0 0 0 0
Depreciation 10,740 10,808 11,452 12,292 Trade payables 88,020 97,277 1,08,275 1,18,445
Less: Interest expense 1,170 1,150 1,150 1,150 Other liabs & prov 82,720 82,720 82,720 82,720
Add: Other income 4,100 7,180 9,188 11,236 | | Total liabilities 6,87,400 7,05,930 7,27,625 7,49,976
Profit before tax 1,08,450 1,25,308 1,43,011 1,62,848 Net block 61,160 60,352 56,900 52,608
Prov for tax 26,060 32,580 36,039 41,038 Intangible assets 4,53,270 4,53,270 4,53,270 4,53,270
Less: Other adj 0 0 0 0 Capital WIP 7,450 4,500 4,500 4,500
Reported profit 82,390 92,728 1,06,972 1,21,810 Total fixed assets 5,21,880 5,18,122 5,14,670 5,10,378
Less: Excp.item (net) (2,390) 0 0 0 Non current inv 20 20 20 20
Adjusted profit 80,000 92,728 1,06972  1,21,810 Cash/cash equivalent 71,780 91,862 1,12,339  1,33,188
Diluted shares o/s 2,350 2,350 2,350 2,350 Sundry debtors 17,580 17,360 18,998 20,918
Adjusted diluted EPS 34.0 39.5 45.5 51.8 Loans & advances 14,390 14,390 14,390 14,390
DPS (INR) 40.5 35.5 41.0 46.7 Other assets 40,930 43,356 46,387 50,262
Tax rate (%) 24.0 26.0 25.2 25.2 Total assets 6,87,400 7,05,930 7,27,625 7,49,976
Important Ratios (%) Free Cash Flow (INR mn)

Year to March FY21A FY22E FY23E FY24E Year to March FY21A FY22E FY23E FY24E
Other exp (% of rev) 13.1 12.5 12.4 12.3 Reported profit 1,16,720 1,25,308 1,43,011 1,62,848
Con A&P (% of rev) 10.3 10.2 114 11.2 Add: Depreciation 11,340 10,808 11,452 12,292
Gross margin (%) 52.9 52.0 53.5 53.8 Interest (net of tax) 1,170 1,150 1,150 1,150
EBITDA margin (%) 24.7 24.6 25.3 25.9 Others (10) 11,958 12,602 13,442
Net profit margin (%) 17.0 17.6 18.5 19.1 Less: Changes in WC (1,010) 7,052 6,327 4,376
Revenue growth (% YoY) 18.2 12.4 9.5 10.2 Operating cash flow 91,630 1,11,738 1,25,902  1,39,628
EBITDA growth (% YoY) 17.9 11.9 12.6 12.7 Less: Capex 21,100 7,050 8,000 8,000
Adj. profit growth (%) 18.3 15.9 15.4 13.9 Free cash flow 70,530 1,04,688 1,17,902 1,31,628
Assumptions (%) Key Ratios

Year to March FY21A FY22E FY23E FY24E Year to March FY21A FY22E FY23E FY24E
GDP (YoY %) (8.0) 9.0 7.0 7.0| | RoE (%) 29.5 19.3 21.8 24.2
Repo rate (%) 4.0 4.0 4.3 53 RoCE (%) 39.2 26.3 29.3 32.6
USD/INR (average) 75.0 73.0 72.0 71.0 Inventory days 52 53 54 54
Volume gr. (overall) 1.0 5.0 7.0 7.0 Receivable days 11 12 11 11
Pricing gr. (overall) 1.0 7.4 2.5 3.2 Payable days 135 133 140 141
COGS % of sales (con) 47.1 48.0 46.5 46.2 Working cap (% sales) 7.3 9.0 10.7 12.3
Staff cost (% of rev) 5.1 4.9 4.6 4.6 Gross debt/equity (x) 0 0 0 0
Yield on cash 5.7 10.0 10.0 10.0 Net debt/equity (x) (0.2) (0.2) (0.2) (0.3)
Dep (% of gross block) 12.7 10.8 10.5 10.5 Interest coverage (x) 90.2 103.7 117.4 132.8
Valuation Metrics Valuation Drivers

Year to March FY21A FY22E FY23E FY24E Year to March FY21A FY22E FY23E FY24E
Diluted P/E (x) 70.0 60.4 52.4 46.0 EPS growth (%) 9.0 15.9 15.4 13.9
Price/BV (x) 11.7 11.5 11.3 11.0 RoE (%) 29.5 19.3 21.8 24.2
EV/EBITDA (x) 47.5 42.3 37.5 33.1 EBITDA growth (%) 17.9 11.9 12.6 12.7
Dividend yield (%) 1.7 1.5 1.7 2.0 Payout ratio (%) ; 1155 90.0 90.0 90.0

Source: Company and Edelweiss estimates
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More than six quarters since HUL-GSK merger, we do a deep-dive in
this note and try to answer five key questions

1. What has HUL done till now in terms of advertising and consumer connect?
2.  What has HUL done till now in terms of product?
3. What has HUL done in terms of distribution till now?

4. What has HUL done till now in terms of cost synergies, and whether more can
be derived?

5. Inthe same space, how does HUL compare with Zydus’s acquisition of Complan?

What has HUL done till now in terms of product?

To make brands more accessible to consumers, HUL introduced new pouch packs
and INR2 sachets of Horlicks and Boost. HUL has also expanded Boost across India.
The most important job is to develop the market and grow penetration in this
category.

One of the important market development activities is consumer connect so as to
‘recruit’ consumers into the category. HUL continued to invest in building a future-
fit portfolio and looking at the immunity needs of consumers, it launched Horlicks
with added zinc, which is known to boost immunity. HUL also relaunched “Plus”
range of Horlicks, marking its entry in the high sciences space of nutrition. Horlicks’s
new campaign “When did you grow up?” celebrates the confidence that empowers
children.

Horlicks: Going aggressive on brand extensions

Now with integration of GSK’s and HUL’s systems largely over, HUL has embarked
on stage 3: going aggressive on product launches in Horlicks. The previous stages
entailed HUL completing: i) the SAP migration in Q4FY21; and ii) go-to-market
integration, which was the next logical step (more than 85% go-to-market
integration done by Q2FY22).

HUL has announced the launch of Diabetes Plus (Horlicks), a beverage which has
been designed for Indian adults. India is home to more than 70mn diabetics, second
highest in the world, including diabetics and 240mn pre-diabetics. Careful dietary
management is a necessary part of living with diabetes and a high-fiber diet is
scientifically proven to help.

Horlicks has launched Diabetes Plus, which fulfils 26% of daily fibre requirement,
which helps in managing blood sugar, reduces cholesterol and supports weight
management. Horlicks Diabetes Plus is a supplement specifically formulated for at
risk and diabetic individuals. The Horlicks ad educates consumers about the
importance of high fibre intake, and how Diabetes Plus addresses this by providing
26% of daily fibre requirement.

Overall, long term, market development potential is pretty strong for the Nutrition
business. The penetration is low at 25%. The focus will be on: i) the INR2 to INR5
route to increase consumer reach; and ii) expanding the Plus range.

Edelweiss Research is also available on www.edelweissresearch.com, Bloomberg - EDEL, Thomson Reuters, and Factset Edelweiss Securities Limited 3
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Exhibit 1: HUL's nutrition business journey

u The journey of Nourishing a Billion lives
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Source: Company

Exhibit 2: High science-based innovation

Source: Company

HUL is now one of India’s largest Foods & Refreshment players

HUL's F&R is now neck and neck with Nestle and Britannia. In FY21, HUL integrated
the Nutrition portfolio, which was acquired from GSK CH. The category has low
penetration levels and offers huge room for growth. HUL has a clear strategy of
improving accessibility and reach, landing impactful innovations, increasing
profitability through synergies and investing behind the brands to drive growth.

Consumers are much more conscious than they were ever about keeping themselves
healthy, whether it is physical fitness, wellness, holistic wellness or mental health.
HUL will actively play into micronutrients and nutrients, and the Horlicks brand is
going to remain a very strong feature.

Exhibit 3: HUL's F&R is neck and neck with Nestle and Britannia

Revenue (INR bn) FY21
Nestle 133
HUL’s Food and Refreshment 132
Britannia 131

Source: Company, Edelweiss Research




What has HUL done till now in terms of advertising?

A new Horlicks ad shows a diabetic patient asking a common question when he sees
food: does it have sugar in it? Horlicks states that this question needs to change to
'Is there fibre in this?', because diabetic patients require a high-fibre diet to manage
it.

Watch the ad here: https://www.youtube.com/watch?v=Pd3LvWcNpEg

Horlicks Protein Plus had on-boarded Bollywood superstar Akshay Kumar as its
brand face. The ad featuring Akshay Kumar highlights the issues of an urban Indian
adult whose typical diet also proves to be insufficient in providing high-quality
protein, or is heavily dependent on non-vegetarian options.

Akshay Kumar will represent the core values of the brand and encourage urban
Indian adults to fight protein deficiency everyday by making ‘Protein ka routine’
(make protein a routine).

Watch the ad here: https://youtu.be/XTAghEz8cq0

Boost, in its campaign, aims to break stereotypes around girls and sports. With grit,
perseverance and stamina, the brand hopes to inspire the next generation of
athletes.

Ramping up consumer connect

Consumer connects at scale is a critical leg of HUL’s market development strategy.
In Q2FY22, the company did more than 5 million consumer connects. It is doing this
in low-penetration geographies, wherein ‘promoters’ visit homes and educate
consumers about the category and build its relevance through brand to increase
penetration.

Along with the mental reach, driving physical reach is a key component of HUL's
strategy.

HUL is increasing effective coverage, which is now at 2x pre-GTM integration level.
According to the company, all this has helped it in increasing penetration
sequentially and delivering double-digit volume growth in the Health Food Drinks
business in Q2FY22.

What has HUL done in terms of distribution till now?

HUL completed the SAP migration in Q4FY21 and started off with go-to-market
integration, which was the next logical step. GSK had nearly 800 distributors, which
had become part of HUL distribution network post-merger. HUL designed go-to-
market structure to ensure that the combined strength of both GSK and HUL are
leveraged in the marketplace.

HUL has delayered the earlier system that GSK had: GSK had distributors and sub-
distributors. With HUL’s go-to-market integration, what HUL has done is it has
delayered the distribution system, wherein now HUL does direct servicing, to a
larger rural outlet, and HUL has taken the mid-layer of sub-distributor. Health food
drinks is a highly underpenetrated category in India with all India penetration levels
at 25%, and in rural areas, this is even lower.

The INR2 sachet has been doing well. The company had launched this as a pressure
test in Andhra Pradesh and Telangana in March this year. And in light of encouraging
signals, the company has extended further to Karnataka and Tamil Nadu in the last
few months.

Edelweiss Research is also available on www.edelweissresearch.com, Bloomberg - EDEL, Thomson Reuters, and Factset Edelweiss Securities Limited 5
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What has HUL done till now in terms of cost synergies?

The nutrition business’s net cash delivery and margin realisation is ahead of the plan;
there is another 300-400bp opportunity to reduce costs in distribution and supply
chain, which could be redeployed towards market development. HUL's cost
synergies realization in year 1 is already ahead of what the company had planned
for year 3 in the business case. Cost synergies from marketing, procurement,
overheads efficiencies have already been realised.

HUL will continue on the journey of generating cost synergies. It will continue to
invest part of the synergies back in growing penetration and developing the portfolio
further to keep business on a virtuous cycle of growth.

At the time of their acquisition conference call in July 2020, HUL had claimed 250—-
300bp synergies had been realized partly because GSK has done some good work
and underlying EBITDA margin of 28.1% plus royalty benefit of 3%

Now, at its Q2FY22 conference, HUL added that cost synergies realization in year 1
is already ahead of what it had planned for year 3 in the business case. The company
is investing part of the synergies in key interventions such as sachets, access pack
and market development actions. Therefore, in the short term, the company will see
volume growth running ahead of sales growth, but without diluting margins in
comparison to pre-acquisition numbers.

Media and procurement has been a big savings area, whose benefits started coming
in early on. Other areas of efficiencies include supply chain including logistics &
distribution as well as factory operations. Duplication of expenses has been
eliminated to a large extent.

Exhibit 4: Nutrition growth drivers

Nutrition : Growth synergies

Sources of growth synergies Sachets & Access
Packs

Plus Range

Drive Penetration

Future Ready Formats

Upgrade & Premiumise "
Direct Coverage: 2X
Market Development

Distribution Multiplier E-comm Contr. : 2X b eals

Unlock North & West Boostnational

Source: Company




Exhibit 5: Nutrition cost synergies

@ Nutrition : Cost Synergies
L A e J

Sources of cost synergies "
ynere Margin realisation Net Cash Delivery
Ahead of Plan

Year3in Year 1
Net Profit | Working Capital |

Scale in Marketing & Procurement Capex Efficiencies

Overhead:s efficiencies

Go-to-market & Distribution 300-400bps
Network More Opportunity Redeployment for

growth

Supply Chain Opportunities Distribution & SC Costs

Source: Company

In the same space, how does HUL compare with Zydus Wellness’s
acquisition of Complan?

Complan's market share, which was 14—-15% a decade ago (Horlicks has an over 60%
share), is now 5—6% of the overall malt-based beverage category. The company has
also relaunched Complan Nutrigro, the health supplement targeted at children aged
2-6 years. Unlike peers such as Horlicks, which have launched immunity boosting
variants, the strategy for Complan is to focus on Complan's original positioning of
helping children grow stronger.

While Horlicks has touched upon a number of aspects such as women’s health etc,
Complan will stick to its original value proposition and drive reach and sales in the
category and stick to its focus on the younger population. The brand believes this
intense focus will help regain some of its lost lustre.

Both Horlicks and Complan have been improving reach in the rural segment
significantly.

Exhibit 6: Complan’s recent ad

Source: Edelweiss Research, Company
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Exhibit 7: Zydus Wellness’s commentary on Complan (a competitor to HUL)

Q4FY21

On the Complan front, the brand witnessed high double-digit growth for the quarter and high single-digit growth during FY21. We
continue to invest behind the brand through various media, digital initiatives and consumer offers. Complan has a market share of 5.5%.
We have seen our distribution get revived to a four-year high, which Complan has seen.

Q1FY22

Q2FY22

On the back of new communication of the brand promoting its faster growth, proposition, which was aired on TV across India, the brand
delivered double-digit growth in sales. Complan has a market share of 5.5% in the MFD category. We have touched 0.572mn outlets as
reported by Nielsen; when we got the business, it was close to 0.42-0.43mn, so distribution has gone up, we are seeing resilience, out
internal growth numbers exceed what Nielsen reports, therefore we are quite optimistic on the way Company is building up and it is
responding to initiatives, But from this pure market share point of view, It is stable at 5.5 at an annualized MAT level.

Complan witnessed double-digit growth. Complan was re-launched after a gap of four years with enhanced proposition, improved
chocolate taste, and a new packaging along with a fresh campaign to promote the brand. Complan has a market share of 5.4% in the
health food drinks category.

Source: Edelweiss Research, Company

Exhibit 8: GSK Consumer’s performance pre-acquisition

GSK consumer (pre-acquisition) INR mn FY15 FY16 FY17 FY18 FY19 FY20
Revenue 43,076 41,363 39,865 43,165 47,820 48,298
Revenue (growth %) -4.0 -3.6 8.3 10.8 1.0
EBITDA 7,301 8,382 8,335 8,833 11,409
EBITDA margin (%) 16.9 20.3 20.9 20.5 23.9

Source: Company, Edelweiss Research

Exhibit 9: Comparative nutrition business performance: HUL Nutrition versus Complan (Zydus Wellness)

1FY
Q 0 Q2FY21 Q3FY21 Q4FY21 Q1FY22 Q2FY22
HUL Nutrition business Flattish revenue Double-digit revenue . Mid-single digit volume  Double-digit volume
5.0 Volumes growth in teens
growth (%) growth growth growth growth
Zydus Wellness Complan NA NA Double-digit revenue High double-digit Good double digit Double-digit revenue
(%) growth revenue growth revenue growth growth

Source: Company, Edelweiss Research

Edelweiss Research is also available on www.edelweissresearch.com, Bloomberg - EDEL, Thomson Reuters, and Factset

What did HUL say when they acquired GSK?

Overall

e The rationale to get the GSK business was the strategic opportunity to get an
iconic brand in a low penetrated market.

e There is a big market development case with an opportunity to drive
premiumisation and leverage HUL's distribution capabilities.

e Domestic sales growth for the GSK portfolio in Q1FY21 was 5% YoY. This growth
doesn’t include exports. Exports were impacted due to some transition issues.
Performance of exports is a transitory issue.

e Massive penetration benefit as called out during the acquisition still holds true.

e 25% of India’s population is under 14 years. Young population is the core market
for the brand. Will focus on that before focusing on high science and other
adjacent business.

e South and East India are the bigger markets for the GSK portfolio. There is great
room for growth here. Rural and urban penetration is 28% and 67%, respectively,
in south while the same in east is 26% and 60%, respectively.

e There is massive opportunity in maternal nutrition, women’s nutrition and adult
deficiency & wellness. However, forays in this area will be in a phased manner.

e In terms of integration, GTM is happening immediately. Rolling out SAP and
integration of IT systems will take about 12 months.

Edelweiss Securities Limited



e Double-digit growth opportunity over the medium term.
e ROCE and ROE will be drop due to higher shareholders’ equity.

e Ready-to-drink is an interesting category. Test market is happening; however the
company will take it step-by-step and see the results and make a decision after
that.

e Both companies’ cultures focus on brand and consumers and are meritocratic.
HUL is however more nimble in the way the company operates. Functional to
functional and Top to top connect has been there for a year.

e Although structural opportunities are intact, near term may be affected by covid-
19.

Sachets

e Contrasting HFD with the company’s coffee business, sachet volume
contribution for coffee is 3x that for HFD. Thus there is room to drive
penetration.

e Sachets and Rural are big opportunities to drive penetration. The poly pouch
format is 20% cheaper; hence it will help drive penetration. Unlocking the high
science portfolio is also a big opportunity.

e Sachet penetration will require market development. Proposition and
communication are key. Distribution is one enabler, but there are other factors
too.

e The work done by GSK to drive sachets was limited due to various factors.
Distribution

e Distribution continues to a big opportunity. HUL’s F&R distribution is 1.75x of
GSK and overall distribution is 2.25x.

e From north and west, more work will be required to be done.
e It may not be completely done in 24 months.
e E-commerce and MT are big opportunities.

e BPC will benefit from the chemist channel. Skin care will be benefit as well. Hair
care will also benefit.

e OTC, GSK business, Vwash and Nutrition strengthen the company’s pharmacy
channel.

e HUL becomes a lot more relevant in the chemist store because of a larger
portfolio.

e The company has expertise in e-commerce and MT, which will benefit HFD
portfolio.

GSK FY20
e GSK Consumer also got impacted by COVID-19. FY20 growth was 1%.

e Reported GSK consumer EBITDA margin for FY20 was 32.7%; however underlying
operating margins were 28.1%, excluding one-off items.

Edelweiss Research is also available on www.edelweissresearch.com, Bloomberg - EDEL, Thomson Reuters, and Factset Edelweiss Securities Limited 9



Margins
e 250-300bp have been realized partly because GSK has done some good work.

e Media and procurement is a big saving area. Media buying synergy has already
started coming in.

e Detailed work on procurement is ongoing and hence synergies will get realized
over 12-24 months.

e CD distribution will be realized once IT systems get integrated.

e Supply chain efficiencies include things such as logistics and distribution as well
as looking at factory operations and CMO upgrades. This will be a slightly longer
term plan.

e Top management has not come into the company so those benefits have been
realized. Duplication of expenses will be eliminated to a large extent.

e Underlying EBITDA margin of 28.1% plus royalty benefit of 3%, i.e. a 31.8%
EBITDA margin, which would benefit additionally up to 550-700bp from
potential synergies going forward. HUL believes this is a realistic estimate.

e Central services fee of one percent or lower may come into play based on what
the board and audit committee decide.

Financial reporting and taxation

e Till SAP is integrated, HUL will pay GSK INR800mn for IT transition services.
e GSK Exports have been moved to HUL subsidiary UIEL.

e Integration costs will continue to be reported as an exceptional item.

e This was tax-neutral merger. The company will claim depreciation for tax
purposes on all intangibles (including goodwill); however this might be
contested.

e ETR won’t change as a lower current tax will be compensated for by higher
deferred tax.

e For segmental reporting, exports and the OTC segment will be reported in others
segment.

OTC OH arrangement

e Consighment services agreement signed between both parties with clearly
agreed roles and KPIs on both sides.

e The company will report it on a net basis, .i.e. subtracting expenses from the
commission received.

e |tis for five years, mutually renewable to the end of term.
e |ndependent team manages this segment.

e Only a distribution arrangement at this moment.

Others

e The company is maintaining two teams in the nutrition business, one for
integration and other for the core business.

10 Edelweiss Research is also available on www.edelweissresearch.com, Bloomberg - EDEL, Thomson Reuters, and Factset Edelweiss Securities Limited
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Additional Data

Management

Holdings — Top 10*

MD and Chairman Mr. Sanjiv Mehta
CFO Mr. Ritesh Tiwari
Exec Director Mr. Dev Bajpai
Exec Director Mr. Willem Uijen

Auditor BSR & Co. LLP

% Holding % Holding
Vanguard Group 1.30 Norges Bank 0.41
Blackrock 1.28 Uti AMC 0.40
Sbi Funds Mgt 1.01 UbsAg 0.40
Jp Morgan Chase 0.57 Fil 0.28
Icici Pru Life 0.56 Nordea Bank 0.25

Recent Company Research

*Latest public data
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19-Oct-21 Result Update 2547 Buy 23-Nov-21 ITC Edel Flash
09-Sep-21 Our conviction reinforced; Company 2814 Buy 22-Nov-21  Dabur India H(?|IStIC strength: Multiple growth
Update drive; Company Update
26-Aug-21 Primed for growth; Company 2666 Buy 17-Nov-21 Consumer Staples Growth metrics: Decoding pecking
Update order; Sector Update
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Rating Rationale

Buy Hold Reduce Total Rating Expected absolute returns over 12 months
Rating Distribution* 186 52 18 257 Buy: >15%
>50bn >10bn and <50bn <10bn Total Hold: >15% and <-5%
Market Cap (INR) 231 40 4 275 Reduce: <-5%

*1 stocks under review
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DISCLAIMER

Edelweiss Securities Limited (“ESL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, Investment
Adviser, Research Analyst and related activities.

This Report has been prepared by Edelweiss Securities Limited in the capacity of a Research Analyst having SEBI Registration No.INH200000121 and distributed as per SEBI (Research Analysts)
Regulations 2014. This report does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. Securities as
defined in clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency Derivatives. The information contained herein is from publicly
available data or other sources believed to be reliable. This report 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 user assumes the entire risk of any use made of this information. Each recipient of this report should make such investigation as it deems necessary to arrive at an independent
evaluation of an investment in Securities referred to in this document (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such
investment. The investment discussed or views expressed may not be suitable for all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed on directly or indirectly
in any form to any other person or published, copied, in whole or in part, for any purpose. This 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 ESL and associates / group companies to any registration or licensing requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be
restricted by law, and persons in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date of this report and there can
be no assurance that future results or events will be consistent with this information. This information is subject to change without any prior notice. ESL reserves the right to make
modifications and alterations to this statement as may be required from time to time. ESL or any of its associates / 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. ESL is committed to providing independent and transparent recommendation
to its clients. Neither ESL nor any of its associates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or
consequential including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary trading and investment businesses may make
investment decisions that are inconsistent with the recommendations expressed herein. Past performance is not necessarily a guide to future performance .The disclosures of interest
statements incorporated in this report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. The information
provided in these reports remains, unless otherwise stated, the copyright of ESL. All layout, design, original artwork, concepts and other Intellectual Properties, remains the property and
copyright of ESL and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.

ESL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network (Internet) reasons or snags in the system, break
down of the system or any other equipment, server breakdown, maintenance shutdown, breakdown of communication services or inability of the ESL to present the data. In no event shall
ESL be liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented
by the ESL through this report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all customers may receive this report at the
same time. We will not treat recipients as customers by virtue of their receiving this report.

ESL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to time, have long or short positions in, and buy or sell the
Securities, mentioned herein or (b) be engaged in any other transaction involving such Securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other potential/material conflict of interest with
respect to any recommendation and related information and opinions at the time of publication of research report or at the time of public appearance. ESL may have proprietary long/short
position in the above mentioned scrip(s) and therefore should be considered as interested. The views provided herein are general in nature and do not consider risk appetite or investment
objective of any particular investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation to do business
with ESL.

ESL or its associates may have received compensation from the subject company in the past 12 months. ESL or its associates may have managed or co-managed public offering of securities
for the subject company in the past 12 months. ESL or its associates may have received compensation for investment banking or merchant banking or brokerage services from the subject
company in the past 12 months. ESL or its associates may 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 12 months. ESL or its associates have not received any compensation or other benefits from the Subject Company or third party in connection with the
research report. Research analyst or his/her relative or ESL’s associates may have financial interest in the subject company. ESL and/or its Group Companies, their Directors, affiliates and/or
employees may have interests/ positions, financial or otherwise in the Securities/Currencies and other investment products mentioned in this report. ESL, its associates, research analyst
and his/her relative may have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of publication of research
report or at the time of public appearance.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange rates can be volatile and are subject to large fluctuations; ( ii)
the value of currencies may be affected by numerous market factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes
in interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the value of the currency. Investors in securities such as
ADRs and Currency Derivatives, whose values are affected by the currency of an underlying security, effectively assume currency risk.

Research analyst has served as an officer, director or employee of subject Company: No
ESL has financial interest in the subject companies: No

ESL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research
report.

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication
of research report: No

ESL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research report: No
Subject company may have been client during twelve months preceding the date of distribution of the research report.

There were no instances of non-compliance by ESL on any matter related to the capital markets, resulting in significant and material disciplinary action during the last three years except
that ESL had submitted an offer of settlement with Securities and Exchange commission, USA (SEC) and the same has been accepted by SEC without admitting or denying the findings in
relation to their charges of non registration as a broker dealer.

A graph of daily closing prices of the securities is also available at www.nseindia.com

Analyst Certification:

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities,
and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.
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Additional Disclaimers

Disclaimer for U.S. Persons

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has pre pared the research report. The research analyst(s) preparing
the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding,
among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934
(the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional
Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any
U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional
Investors, Edelweiss Securities Limited has entered into an agreement with a U.S. registered broker-dealer, Edelweiss Financial Services Inc. ("EFSI"). Transactions in securities discussed in
this research report should be effected through Edelweiss Financial Services Inc.

Disclaimer for U.K. Persons

The contents of this research report have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 ("FSMA").

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional experience in matters relating to investments falling within
Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the “Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated
associations); and (c) any other persons to whom it may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”).

This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this research report relates is available only
to relevant persons and will be engaged in only with relevant persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This
research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person.

Disclaimer for Canadian Persons

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have prepared the research report. The research analysts
preparing the research report are resident outside the Canada and are not associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject
to supervision by a Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario Securities Commission, other Canadian
provincial securities regulators, the Investment Industry Regulatory Organization of Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among
other things, the research analysts' business or relationship with a subject company or trading of securities by a research analyst.

This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103")) who are resident in the Province of Ontario, Canada (an
"Ontario Permitted Client"). If the recipient of this report is not an Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the
report to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person.

ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain international advisers and/or dealers. Please be advised that
(i) ESL is not registered in the Province of Ontario to trade in securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (i) ESL's head office or
principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv) there may be difficulty enforcing legal rights against ESL because
of the above; and (v) the name and address of the ESL's agent for service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3
Canada.

Disclaimer for Singapore Persons

In Singapore, this report is being distributed by Edelweiss Investment Advisors Private Limited ("EIAPL") (Co. Reg. No. 201016306H) which is a holder of a capital markets services license and
an exempt financial adviser in Singapore and (ii) solely to persons who qualify as "institutional investors" or "accredited investors" as defined in section 4A(1) of the Securities and Futures
Act, Chapter 289 of Singapore ("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers Regulations ("FAR"), sections 25, 27 and 36 of the Financial Advisers Act, Chapter
110 of Singapore shall not apply to EIAPL when providing any financial advisory services to an accredited investor (as defined in regulation 36 of the FAR. Persons in Singapore should contact
EIAPL in respect of any matter arising from, or in connection with this publication/communication. This report is not suitable for private investors.

Disclaimer for Hong Kong persons

This report is distributed in Hong Kong by Edelweiss Securities (Hong Kong) Private Limited (ESHK), a licensed corporation (BOM -874) licensed and regulated by the Hong Kong Securities
and Futures Commission (SFC) pursuant to Section 116(1) of the Securities and Futures Ordinance “SFO”. This report is intended for distribution only to “Professional Investors” as defined
in Part | of Schedule 1 to SFO. Any investment or investment activity to which this document relates is only available to professional investor and will be engaged only with professional
investors.” Nothing here is an offer or solicitation of these securities, products and services in any jurisdiction where their offer or sale is not qualified or exempt from registration. The
report also does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of any individual recipients. The Indian
Analyst(s) who compile this report is/are not located in Hong Kong and is/are not licensed to carry on regulated activities in Hong Kong and does not / do not hold themselves out as being
able to do so.
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