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Resilient performance on both growth and margin fronts;
valuations also in favor; maintain BUY

Our view

The key positives for the quarter were market share gains in Parachute rigids despite
category decline of 4% and strong performance from the International business. Saffola
edible oil growth normalized from a high base while recovery momentum continued in
premium personal care portfolio and foods business achieved the aspiration of Rs 5bn
turnover in FY22. With launch of Saffola peanut butter and Mayonnaise, company expanded
TAM to Rs 60bn for Foods portfolio aided by entry in new segments like honey, noodles and
soya chunks. Company is also focusing on digital-first brands with an aspiration of reaching
Rs 4.5-5bn revenue by FY24 via both organic and inorganic means. While management
indicated that benefits of moderation in input costs like copra will be passed on to
consumers, margins have already started improving despite an increase in ad spends led by
tight control on SGA. International business also delivered strong performance led by
improvement in Vietnam and MENA. We get comfort form the solid execution and
aggressive bradn investment from the company which should support medium-term growth
aspirations. 2HFY23 is when the earnings trajectory should start picking up well. We find
management’s focus on expanding Foods portfolio and digital first brands, aggressive
expansion in rural stockist network and eCom/MT channels encouraging and hence continue
to remain positive on the stock believing that the company should deliver one of the highest
earnings growth in the staples pack.

Result Highlights

= Revenue - 5% growth in domestic business with 1% volume growth, 12% CC
growth in international business driving 7.4% consolidated revenue growth (2-yr
CAGR of 20%); market share gains of 170bps in Parachute rigids and 90bps in
VAHO.

= Margins - Gross margin improved 40bps/80bps YoY/QoQ. Higher gross margin
QoQ indicates superior product mix. EBIDTA margin came in at 16% with higher
A&P and other expenses. However ad spends lower by 9% QoQ.

= Growth by verticals - -1% volume growth in Parachute on base of 29, 3% value
growth in VAHO on base of strong 22% growth and 17% value growth in Saffola
on base of 43% value growth.

Valuation

We trim our estimates marginally to incorporate lower revenue growth and margins
and now model in revenue/EBITDA/PAT CAGR of 11%/18%/19% over FY22-24E
driven by multiple levers like further share gain possibilities in Parachute, premium
VAHO and foods portfolio, strong momentum in international markets and continued
strengthening of distribution and digital infrastructure. We maintain our BUY rating
with revised PT of Rs 603 based on 45x FY24E EPS, a 10% premium to its 5-yr average
multiple and in-line with the multiples given to peers like GCPL, Tata Consumer and
Dabur.

Exhibit 1: Actual vs estimate

% Variation

Rsmn Actual YES YES Remarks
Consensus Consensus
Sec Sec

Sales 21,610 21730 21751 (0.6) (0.6) In-line

EBITDA 3,460 3368 3592 2.7 (3.7) performance with
EBITDA 512 strong momentum

- 16.0 15.5 16.5 : 50.3) bps N International

Margin (%} bps ( Vep business , margins
Adjusted PAT 2,570 2425 2582 6.0 (0.5) stable
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= International business - 12% CC growth with 20bps EBIT margin shrinkage to 18.7% with
16% growth in Bangladesh, 7% growth in Vietnam, 20% in SA and 11% growth in MENA.

Exhibit 2: Quarterly snapshot (Consolidated)

Particulars (Rs mn) 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 % yoy % qoq FY22 FY21 % yoy
Sales 20120 25250 24190 24070 | 21610 | 7.4 (10.2) 95120 80,480 18.2
EBITDA 3,190 4,810 4,230 4310 | 3460 | 8.5 (19.7) 16810 15910 5.7
EBITDA Margin % 15.9 190 17.5 17.9 160 15.6 bps (18%55) 17.7 19.8 QO%&’
Depreciation 360 330 330 360! 370 | 28 28 139 1390 -
EBIT 2,830 4,480 3,900 3950 | 3090 | 9.2 (21.8) 15420 14,520 6.2
EBIT Margin % 141 17.7 16.1 164 | 143 | 233bps (21%{55) 16.2 180 (18%;5)
Interest charges 100 80 100 100 110 100 100 390 340 14.7
Other Income 290 270 250 220 | 240 1 (17.2) 9.1 980 940 43
PBT 3,020 4,670 4,050 4070 1 3220 | 6.6 (209) 16010 15120 59
Tax 560 1,020 890 900 ! 650 | 161 (27.8) 3,460 3,240 6.8
:f,/f)f)e“i"e TaxRate 185 218 220 221 20.2 216 21.4

PAT 2,460 3,650 3,160 3170 2570 | 45 (189) 12550 11,880 56
PAT Margin % 12.2 145 13.1 13.2 11.9 (3%;‘5) (12l7).p7$) 13.2 14.8 (15%,?5)
EPS (Rs) 1.9 2.8 2.4 25 | 20 | 45 (18.9) 9.7 9.2 5.6

Source: Company, YES Sec

CONCALL TAKEAWAYS

=  Management commentary - Focus on execution and brand investments in challenging
environment, international business delivered double digit growth for 5t consecutive
quarter, margins up for 3" consecutive quarter helped by copra deflation, but higher brand
building investments have impacted margins somewhat, inflation suppressed consumption
sentiment despite normalized mobility, rural slowing down more than urban, volumes remain
steady despite steep 25% base, Parachute maintaining dominant position in coconut oil
helped by copra deflation, Saffola has help up volumes despite high base, foods met
aspirational topline target for FY22, target 850-1000cr revenue in next 2-3 years, aim to
build 450-500cr portfolio by FY24 in digital first brands, uncertain near-term demand
outlook but Marico confident of growing ahead of market, 50% of commodity basket being
copra should help protect margins, expect inflation to cool off from September onwards,
medium term strategy remains unchanged led by portfolio diversification, premiumization,
enhanced distribution and technological prowess.

= Parachute business update - Volumes have been subdued despite aggressive price cuts by
the company, 170bps market share gain in rigid packs, category has declined by 4% while
Marico has declined by 1%, price cuts take about 45 days to pass through to the consumer,
conversion from unbranded to branded is a challenge in the current environment, confident
of protecting market share and getting back to mid-single digit volume growth rate.

=  VAHO business update - 3-yr value CAGR is 1% in VAHO, not much price increases in the
category, significant rural contribution has also impacted growth, trends are not very
different from the overall personal care category.

=  FY23 growth outlook - Should see better growth in 2H than 1H of FY23, should achieve
medium term growth aspiration in Parachute and Saffola, foods and digital first brands should
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help drive strong growth starting 2HFY23; digital brands have reached about 200cr exit run
rate while foods business did 450-500cr revenue in FY22.

Change in volume disclosures - Saffola and VAHO volume growth not being disclosed from
this year as company has moved to value-led internal parameters, internal KPIs aligned with
external KPIs, do not want to give out volume data for competitive reasons as well.

Copra price outlook - Copra cycle is insulated from global volatility as imports are not
allowed, current demand-supply scenario indicates stability in copra prices over the next 6-
9 months.

Saffola business update - Saffola volumes flattish for now despite significant inflation, there
is need for some more price increase after 5% taken in March, currently not seeing much
downtrading but can impact volumes if this situation continues.

4Q industry performance - FMCG industry decline for 4Q was 4%, personal care decline was
9%, VAHO decline was 8-9%, PCNO decline was also 4%; e-commerce and MT sales have
been quite resilient therefore Nielsen data shows higher decline in Bottom of Pyramid
consumption.

Foods business drivers - Oats and masala oats have seen increased penetration, honey has
also done well, more work required on noodles and chyawanprash, looking to expand
portfolio further with new launches in the in-between meals segment; focus remains on
increasing distribution with a complete channel-wise assortment.

International business - Bangladesh, Vietnam and MENA business doing quite well, have
best among peers international business growth, margins and ROCEs, stable geographies
helpful; inflation high in most countries but not much disruptive to the growth journey.

Saffola oil blends - No change in Saffola blends because of inflation in particular oils, gap
between variants has come down somewhat; Saffola Gold is the top-selling variant.
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Exhibit 3: Flat volume growth on a base of 25%, 2-yr Exhibit 4: Sales growth moderated from a high base

CAGR of 12%
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Exhibit 5: Gross margin improved sequentially as copra Exhibit 6: EBITDA margin at 16% lower QoQ due to

and edible oil prices moderated from its peak higher other expenses
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Exhibit 7: Upped A&P spend to invest behind brands and Exhibit 8: Subdued PAT growth of 5% due to lower

lift weaker consumer sentiment margins YoY
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Exhibit 9: 170bps market share gains in rigid packs, Exhibit 10: VAHO recovery slowed down with sluggish
volume growth tapered off in a moderating consumption rural demand and category slowdown
environment
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Exhibit 11: Saffola edible oil volume flattish with Exhibit 12: India business performance resilient partially

inflation soaring offset by inflationary pressure in input costs
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Exhibit 13: Commodity price trends - inflationary Exhibit 14: Currently trading at 44x 1-yr fwd earnings
pressure started cooling off for RM basket
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FINANCIALS

Exhibit 15: Balance Sheet

Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
Equity capital 1,290 1,290 1,290 1,290 1,290
Reserves 28,940 31,110 33,633 36,636 40,165
Net worth 30,360 32,580 35,103 38,106 41,635
Debt 3,350 3,480 3,080 2,680 2,280
Deferred tax liab (net) 60 840 0 0 0
Other non current liabilities 1,650 1,470 1,617 1,779 1,957
Total liabilities 35,420 38,370 39,800 42,565 45,871
Fixed Asset 12,910 16,190 16,312 16,349 16,272
Investments 7,210 8,710 8,710 8,710 8,710
Other Non-current Assets 4,360 3,120 2,406 2,545 2,697
Net Working Capital 8,150 910 3,986 5,853 6,546
Inventories 13,800 11,260 14,213 17,175 19,160
Sundry debtors 5,390 3,880 5,168 5,725 6,387
Loans and Advances 3,480 2,360 3,101 3,435 3,832
Sundry creditors 9,780 11,340 12,921 14,312 15,967
Other current liabilities 3,700 4,410 4,651 5,152 5,748
Cash & equivalents 2,790 9,440 8,386 9,108 11,646
Total Assets 35,420 38,370 39,800 42,565 45,871
Source: Company, YES Sec
Exhibit 16: Income statement
Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
Revenue 73,150 80,480 94,320 1,04,480 1,16,559
Operating profit 14,690 15,910 17,261 20,374 23,895
Depreciation 1,400 1,390 1,378 1,463 1,576
Interest expense 500 340 385 295 274
Other income 1,240 940 968 1,046 1,129
Profit before tax 14,030 15,120 16,466 19,661 23,174
Taxes 3,310 3,240 3,540 4,276 5,098
Minorities and other 220 290 310 369 434
Adj. profit 10,500 11,590 12,615 15,015 17,642
Exceptional items 290 (130) - - -
Net profit 10,210 11,720 12,615 15,015 17,642

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 17: Cash flow statement

Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
PBIT 14,530 15,460 16,851 19,956 23,448
Depreciation 1,400 1,390 1,378 1,463 1,576
Tax paid (3,310) (3,240) (3,540) (4,276) (5,098)
Working capital A 530 7,240 (3,076) (1,868) (693)
Other operating items
Operating cashflow 13,150 20,850 11,613 15,275 19,233
Capital expenditure (2,560) (4,670) (1,500) (1,500) (1,500)
Free cash flow 10,590 16,180 10,113 13,775 17,733
Equity raised 278 125 - 0 (0)
Investments (2,790) (1,500) - - -
Debt financing/disposal (140) 130 (400) (400) (400)
Interest Paid (500) (340) (385) (295) (274)
Dividends paid (10,008) (9,675) (10,092) (12,012) (14,114)
Other items (160) 1,730 (289) (34¢) (408)
Net A in cash (2,730) 6,650 (1,054) 722 2,537
Exhibit 18: Growth and Ratio matrix
Y/e 31 Mar FY20 FY21 FY22 FY23E FY24E
Growth matrix (%)
Revenue growth (0.3) 10.0 17.2 10.8 11.6
Op profit growth 10.8 8.3 8.5 18.0 17.3
EBIT growth 11.9 64 9.0 184 17.5
Net profit growth (5.7) 104 8.8 19.0 17.5
Profitability ratios (%)
OPM 20.1 19.8 18.3 19.5 20.5
EBIT margin 19.9 19.2 17.9 19.1 20.1
Net profit margin 14.4 14.4 13.4 14.4 15.1
RoCE 433 443 454 50.5 55.4
RoNW 35.0 37.0 37.5 41.2 444
RoA 212 221 222 247 26.7
Per share ratios
EPS 8.1 9.0 9.8 11.6 13.7
Dividend per share 6.8 7.5 7.8 9.3 10.9
Cash EPS 9.2 10.1 10.8 12.8 14.9
Book value per share 23.5 25.3 27.2 29.5 32.3
Valuation ratios
P/E 58.0 52.5 48. 40.6 34.5

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



ECURITIES

INSTITUTIONAL EQUITIES

Marico

Y/e 31 Mar FY20 FY21 FY22 FY23E FY24E
P/CEPS 51.2 46.9 43.5 36.9 31.7
P/B 20.1 18.7 17.3 16.0 14.6
EV/EBIDTA 415 37.9 35.0 29.6 25.1
Payout (%)
Dividend payout 95 83 80 80 80
Tax payout 24 21 22 22 22
Liquidity ratios
Debtor days 27 18 20 20 20
Inventory days 69 51 55 60 60
Creditor days 49 51 50 50 50
Source: Company, YES Sec
Recommendation Tracker
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity.D No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. 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 YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

YES Securities (India) Limited (YSL) distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional Investors
through SEC 15a-6 rules and regulations under an exclusive chaperone
arrangement with Brasil Plural Securities LLC. The views and sentiments
expressed in this research report and any findings thereof accurately reflect
YSIL analyst’s truthful views about the subject securities and or issuers
discussed herein. YSIL is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.
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Name of the Research Analyst : Himanshu Nayyar, Ankit Mahajan

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.
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