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Resilient performance both on revenue and margins front;
downgrade to NEUTRAL due to limited upside

Our view

Dabur posted resilient performance with domestic volume growth 5% given a high base of
34%driveb by strong performance from HPC and Foods business indicating Dabur’s portfolio
strength and share gains. Resilient growth of 16% in HPC and strong performance from
Foods business on a high base were key positives. Its Healthcare business declined from a
high base given reduction in covid contextual portfolio. Its International business continues
to grow with 3-yr CAGR of 5% CC except MENA which is soft. Key negatives were category
decline in toothpaste and hair oil driving muted growth, yet company was able to gain market
share by 20bps/30bps in Q1. Its brands in juices and home care continue with a strong
growth momentum. Even on the margin front, despite the unprecedented commodity
inflation, the company was able to maintain margins with aggressive price hikes in all
segments other than hair oil and strong cost controls. Expansion of addressable market is a
key focus area for the company in segments like single herbs, beverages and healthcare. We
expect the company to continue delivering industry—leading growth for the next couple of
years led by aggressive NPD, distribution expansion and brand extensions. Given the nature
of portfolio, pricing power remains strong which should help the company keep spending on
A&P despite inflation pressure. While margin pressures make us trim our earnings estimates,
Dabur’s increased growth aggression, transformation initiatives, strong rural reach
expansion strategy amidst an expanding Avyurveda/herbal market and improving
International growth outlook, we downgrade from Buy to NEUTRAL as stock has already
run up.

Result Highlights

. Quarter results - India FMCG volume and value growth of 5% and 10%, consolidated
revenue growth of 8.1%, international business CC growth of 8%, EBITDA and PAT
growth of -1.5% and 0.7% given a 220bps gross margin shrinkage.

= Portfolio mix - Healthcare decreased 21% on a high base, still a strong 11% 3-yr CAGR
with share gains in Chyawanprash and Honey and while OTC/ethical declined 15%,
HPC grew 16% led by shampoo and home care’s resilient performance, F&B surged
50% led by share gains in juices and continued healthy traction in foods business.

= Margins - Gross margin dropped 220bps/150bps YoY/QoQ to 45.9% on the back of
sustained inflation in vegetable oils and other RM prices. EBITDA margin came in at
19.3% vs 21.1% YoY, A&P spends down 16.5% YoY while it increased 5% QoQ.

Valuation

We maintain our estimates and build in revenue/EBITDA/PAT growth of 12%/13%/14%
over FY22-24E. We maintain EPS estimates to incorporate margin headwinds and wait for
next quarter performance and downgrade from Buy to Neutral on the stock with a
unchanged PT of Rs609 based on 45x FY24E earnings, in-line with its 5-yr average multiple.

Exhibit 1: Actual vs estimate
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= Earnings - PAT at Rs 4.4bn, higher marginally 0.7% owing to lower margins.

Exhibit 2: Quarterly snapshot (Consolidated)

Particulars (Rs mn) 1QFY22
Sales 26,115
EBITDA 5,520
EBITDA Margin % 211
Depreciation 613
EBIT 4,907.2
EBIT Margin % 18.8
Interest charges 75
Other Income 848
PBT 5,681
Tax 1,297
E/Sectlve Tax Rate 228
PAT 4,384
PAT Margin % 16.8
EPS (Rs) 25

Source: Company, YES Sec
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CONCALL HIGHLIGHTS

Management commentary - WPI/CPI inflation of 15.2%/7% in June. Overall FMCG volume
contracted. Dabur India volume growth of 5%. Covid contextual portfolio saw decline of 20%
on a high base. Healthcare/HPC/F&B saw -21%/16%/50% growth during Q1FY23.Foods
saw 3.3% market share gain. Food business crossed Rs 1000cr in FY22. Odonil saw increase
in market share. Skin care ex. Sanitize grew 35%. 190bps/240bps market share gain in
Honey/Chyawanprash. Lal tel, Shilajit grew in mid-teens. 9% of revenue from e-commerce
in Q1. Normal monsoon, good harvest should drive rural recovery.

Margins - Q1 is most seasonal and inflation was also higher. Going forward, Q1 margin will
usually lower than full year as that of pre-covid trends.

New product launches - Contribution form NPDs is now 4.4% in Q1. Real drink crossed Rs
100cr in FY22 and expecting Rs 200cr sales in FY23.Ayurvedic shampoo gaining market
share, Herbal toothpaste doing well. Hajmola extension now contributing more than 10% of
overall Hajmola sales. Hommmade doing well. In Healthcare, covid contextual sales down by
60-70%. Rs 100cr Sanitize sales during covid dropped to zero. All these NPDs are digital first
and e-commerce oriented as of now. Apple cidar doing extremely well. Will be rolling out
green tea in Q2. 10k outlets for Chyawanprash extension into HFDs and 30% repeat
purchase, will also be rolling chyawanprash into powder format. Dantrakshak, red gel and
Dabur amla aloe vera have not done well.

Inflation and price increase - 9% inflation on base of 10% in base quarter, price increase of
5%, 1% as grammage reduction so overall price increase ~6%. Q2 margin will see
compression while margin should improve from Q3 onwards. Except hair care, price hike
taken in all categories. 3-4% price increase taken in juice portfolio. Strong competition from
ITC in juice segment. GM for Juice vitamin product will be 3-4% more than the overall juice
portfolio.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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Rural and urban market - rural-urban saw similar growth for Dabur as opposed to Nielsen’s
estimate of -2.4%/0.8% growth for rural/urban. In urban, MT is quite resilient.

Neelibhringa oil - Rs 400/100ml vs competitor's Rs 600/100ml. There is a huge price gap
between premium and mass oil. Neelibhringa is available in South India as of now and will
gradually be scaled pan India. Hair oil market is ~Rs 10,000cr size and Dabur has only 15-
16% market share. Oral care/Hair care natural contribution is 30%/10%. Herbal oil is flat
while others have declined 3-4%. Patanjali share in herbal toothpaste fell from 12% to 9.7%.
Dabur red gel is No.1 brand in South India.

Neem/Honey portfolio - Tulsi and Ashwagandha was covid contextual and production now
reduced. New players entered into Honey category during covid. Dabur Honey has market
share of more than 50%. Categpry has declined post covid but expect to normalize by next
year.

Distribution - Village overage target to reach 1llac outlets by FY23. 10,000 yoddhas
contributed Rs 20cr sales. 6000 additional chemist outlets added.

Nepal business - 60-70% sales come from juices portfolio, no.1 player, grew by 30% in Q1
with increasing market share.

Beverages - Market is growing at 30% while Dabur is growing at 50%. Outlets for juices as
of now is 2.5lacs where drinks product are also sold. Strategy for drinks distribution is to
capitalize on juices’ distribution and ramp up into smaller towns.

Exhibit 3: Volume growth moderated from a high base Exhibit 4: Similar trend for consolidated revenue
however growth aided by HPC and Foods growth

= Domestic Volume Growth
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Exhibit 5: Gross margin remains impacted by inflation in  Exhibit 6: Tight control on employee and A&P spends
input costs helped restrict EBITDA margin shrinkage

m Gross margin m EBITDA margin
55% o
23%
2% 19 °21% 21% 22%  21% .
(o)
oy L 50% 20% 19% 18% %
50% ’ 49% 490 A% agy
47% 15%
46%
0,
45% 10%
5%
40% 0%
— i — i N N N N [s2] i i i «— N N N N (22}
I I I N N N N N N N I I I N N N N N
> > > > > > > > > > > > > > > > > >
[’y [T w [y [Ty [T [y [Ty [T [y [Ty [T [Ty [Ty [T w [y [Ty
o o o o o o o o o o o o o o o o o o
Aal N 3] < Aal N () < ~ — ~N (32} < al N [sp) < Aal
Source: Company, YES Sec Source: Company, YES Sec

Exhibit 7: A&P spends decreased 16% YoY while Exhibit 8: Earnings were impacted by a high base and

increased 5% QoQ to mitigate margin pressures lower margins
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Exhibit 9: Growth normalized with inflation impacting Exhibit 10: Strong revenue growth of 50% with

margins in Consumer Care business improved margins in Foods business
mmmm Revenue growth ~ —@— EBIT margin (RHS) . Revenue growth —@— EBIT margin (RHS)
30% g0 7% 4 26% 8% 25% 5y 30% | 100% g5% 18% 160 20%
9 22% 9
2(5); 21% 22% o5y 28;’) 14% 14% - 16%
15% 20% 40% 12%
10% 15% 20%
5% 10% 0% - 8%
0% I - -20% I -4% 4%
-5% 1% % -40%
-10% - -6% 0% -60%  -41% 0%
i i «— i N N N N [sg] i i i bl N N N N [+2]
N N N N N N N N N N N N N N N N N N
> > > > > > > > > > > > > > > > > >
|18 [T w [Ty w [Ty w L L L L L [Ty [Ty [Ty [Ty [Ty [Ty
o ¢ g o ¢ o ¢ g 0o O o 9 9 o o g 9o 0o
i N (3] < — N (3] < — i N ™ < ~— N ™ < —
Source: Company, YES Sec Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 4



Dabur India

INSTITUTIONAL EQUITIES

Exhibit 11: While retail performance improved in Q1 Exhibit 12: Revenue growth led by HPC and Foods
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Exhibit 13: Currently trading at 47x one-yr fwd earnings
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FINANCIALS

Exhibit 14: Balance Sheet

Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
Equity capital 1,767 1,767 1,767 1,767 1,767
Reserves 64,290 74,868 82,045 92,316 1,04,276
Net worth 66,422 77,002 84,218 94,489 1,06,449
Debt 4,671 4,833 8,677 7,677 6,677
Deferred tax liab (net) 174 139 816 816 816
Other non current liabilities 676 647 3,513 2,283 2,511
Total liabilities 71,944 82,621 97,224 1,05,264 1,16,452
Fixed Asset 19,676 19,590 21,355 21,627 21,704
Investments 28,518 41,989 62,592 62,592 62,592
Other Non-current Assets 8,816 4,959 3,958 4,265 4,606
Net Working Capital 5,182 1,158 1,869 1,970 2,175
Inventories 13,796 17,343 19,114 18,458 20,702
Sundry debtors 8,139 5,616 6,462 10,068 11,292
Loans and Advances 131 145 0 336 376
Sundry creditors 14,822 19,153 20,180 21,814 24,465
Other current liabilities 5,120 4,820 5,013 6,712 7,528
Provision 1,655 1,878 1,860 2,046 2,251
Cash & equivalents 9,752 14,925 7,451 14,809 25,375
Total Assets 71,944 82,621 97,224 1,05,264 1,16,452
Source: Company, YES Sec
Exhibit 15: Income statement
Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
Revenue 87,036 95,617 1,08,887 1,22,496 1,37,383
Operating profit 17,924 20,027 22,538 25,173 28,988
Depreciation 2,205 2,401 2,529 2,728 2,923
Interest expense 495 308 386 461 401
Other income 3,053 3,253 3,932 4,521 5,200
Profit before tax 18,277 20,570 23,555 26,506 30,864
Taxes 2,797 3,611 5,264 5,964 6,944
Adj. profit 15,479 16,950 18,273 20,542 23,920
Exceptional items 1,000 - 850 - -
Net profit 14,479 16,950 17,423 20,542 23,920

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 16: Cash flow statement

Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
PBIT 18,772 20,878 23,941 26,967 31,265
Depreciation 2,205 2,401 2,529 2,728 2,923
Tax paid (2,797) (3,611) (5,264) (5,964) (6,944)
Working capital A (1,476) 4,024 (710) (102) (204)

Other operating items

Operating cashflow 16,703 23,693 20,496 23,629 27,039
Capital expenditure (5,763) (2,316) (4,293) (3,000) (3,000)
Free cash flow 10,940 21,377 16,202 20,629 24,039
Equity raised 563 2,023 (1,055) - -
Investments 5,591 (13,471) (20,604) - -
Debt financing/disposal (572) 161 3,844 (1,000) (1,000)
Interest Paid (495) (308) (386) (461) (401)
Dividends paid (5,301) (8,395) (9,190) (10,271) (11,960)
Other items (5,861) 3,785 3,715 (1,539) (112)
Net A in cash 4,865 5,173 (7,474) 7,359 10,566

Exhibit 17: Growth and Ratio matrix

Y/e 31 Mar FY20 FY21 FY22 FY23E FY24E
Growth matrix (%)

Revenue growth 2.0 9.9 13.9 12.5 12.2
Op profit growth 3.0 11.7 125 11.7 15.2
EBIT growth 1.0 11.2 14.7 12.6 15.9
Net profit growth 1.7 9.5 7.8 12.4 16.4

Profitability ratios (%)

OPM 20.6 20.9 20.7 20.6 211
EBIT margin 21.6 21.8 22.0 22.0 22.8
Net profit margin 17.8 17.7 16.8 16.8 17.4
RoCE 284 274 27.5 27.8 29.2
RoNW 253 23.8 22.8 23.1 23.9
RoA 17.4 16.8 15.7 15.8 16.7

Per share ratios

EPS 8.8 9.6 10.3 11.6 135
Dividend per share 3.0 4.8 5.2 5.8 6.8
Cash EPS 10.0 10.9 11.8 13.2 15.2
Book value per share 37.4 434 47.4 53.2 60.0

Valuation ratios

P/E 65.5 59.9 55.5 49.4 424

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 7
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Y/e 31 Mar FY20 FY21 FY22 FY23E FY24E
P/CEPS 57.4 52.4 48.8 43.6 37.8
P/B 154 13.2 12.1 10.8 9.6
EV/EBIDTA 56.3 50.2 451 40.0 34.4
Payout (%)
Dividend payout 34 50 50 50 50
Tax payout 15 18 22 23 23
Liquidity ratios
Debtor days 34 21 22 30 30
Inventory days 58 66 64 55 55
Creditor days 62 73 68 65 65
Source: Company, YES Sec
Recommendation Tracker
BRITANNIA Reco  ====--- Nifty (RHS)
4,600 r 21,000
4,100 o £ad Add
3,622
35M 3,560 3.385 - 19,000
3,600 - Y ~ ROV M
= e W‘ _~"F 17,000
3,100 p=-r""="" R N i S
2,600 - - - 15,000
2,100 - - 13,000
1,600 -
- 11,000
1,100 +
600 1 - 9,000
100 - L 7,000
Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22  Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22

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



INSTITUTIONAL EQUITIES

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.

Dabur India
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 10
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