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Hindustan Unilever 
Soft volume performance; recovery to be gradual 

HUL’s revenue growth of 6% YoY was below our expectations (HSIE: 9%), as 

inventory de-stocking by trade (1-3 days) in anticipation of price cuts led to a 

3% volume growth (2% four-year CAGR, HSIE 6%). Home care & BPC saw mid-

single-digit volume growth while F&R volumes were flat. Benefits of GM 

expansion (+255bps YoY) were largely offset by (1) higher A&P spends; (2) 

capability building (restructuring in HFD portfolio); and (3) an increase in 

royalty rate which limited EBITDAM expansion to 55bps. In the near term, in a 

stable commodity scenario, growth will largely be volume led with pricing 

remaining flattish to slightly negative. With the resurgence of small players 

given softening RM inflation, HUL will continue to focus on (1) rebalancing 

price and volume growth; (2) building back gross margins; (3) stepping up A&P 

investments; and (4) defending market share. We model a gradual recovery in 

demand given the 2-3 quarter lag seen between price cuts and demand upticks. 

We cut our FY24 estimates by 2% to reflect near-term pressure. We value the 

stock on 47x P/E on Jun-25E EPS to derive a TP of INR 2,550. Maintain REDUCE. 

▪ Soft UVG led miss in revenue: Revenue grew 6% YoY (20% in Q1FY23 and 

11% in Q4FY23), with home care/BPC/F&R growing 10/4/5% YoY. Domestic 

volume growth, at 3%, was below our estimate (HSIE: 6%), a 2% four-year 

CAGR. We note volume growth was impacted as trade reduced stock levels 

(1-3 days) in lieu of price cuts. In home care, fabric wash grew in double digits, 

led by the premium portfolio while household care too grew in double digits 

(volume-led), driven by outperformance in dishwash. In BPC, skin cleansing 

saw modest volume-led growth, led by Lux and Hamam. Further price 

reduction taken in soaps. Hair care registered mid-single digit volume-led 

growth, while skincare/oral care grew in double digits. In F&R, beverages saw 

modest growth as within the category, tea remained impacted by down 

trading from ‘premium’ to ‘loose’ tea due to high inflation. HFD portfolio saw 

pricing-led growth with both Horlicks and Boost performing well. We model 

mid-high single-digit volume growth in FY24/FY25. 

▪ Margins remain steady sequentially: With softening commodity inflation, 

GM expanded by 255bps/120bps YoY/QoQ to 50%. Employee/A&P was up by 

9/12% YoY, while other expenses were up 20% due to (1) capability building 

spends; (2) higher royalty; (3) restructuring in the HFD portfolio; and (4) one-

off benefit in the base quarter. EBITDA margin expanded by 55bps YoY to 

23.2% (HSIE 23.4%). EBITDA grew by 8% vs. HSIE 12%. We model 100bps 

EBITDA margin expansion during FY23-26 to 24.3% in FY26.  

▪ Con call takeaways: (1) FMCG market volumes grew in mid-single digit, led 

by urban. Rural volume growth turned positive. (2) On 2-year CAGR, market 

volume was flat and rural volumes were down 4%. (3) Operating 

environment in the near term is volatile. El Nino has set in early. Impact of 

inflation and rural demand to be monitored. (4) HUL’s premium mix stands 

at 1/3rd which is growing 50% faster. (5) Softening RM inflation has led to a 

resurgence of small players, leading to some market share loss.  

Quarterly/annual financial summary   
(INR mn) Q1FY24 Q1FY23 YoY(%) Q4FY23 QoQ(%) FY22 FY23 FY24E FY25E FY26E 

Net Sales 1,51,480 1,42,720 6.1 1,48,930 1.7 5,24,460 6,05,800 6,55,061 7,20,591 7,86,139 

EBITDA 35,210 32,470 8.4 34,710 1.4 1,28,570 1,41,490 1,55,818 1,74,373 1,90,982 

APAT 24,992 22,890 9.2 24,924 0.3 89,200 1,01,898 1,10,390 1,23,750 1,35,260 

EPS (INR) 10.6 9.7 9.1 10.6 0.2 38.0 43.4 47.0 52.7 57.6 

P/E (x)      71.1 62.3 57.5 51.3 46.9 

EV / EBITDA 

(x) 
     48.8 44.3 40.2 35.8 32.5 

Core RoCE (%)      17.0 18.9 19.9 21.4 22.3 

Source: Company, HSIE Research 

  

REDUCE 

CMP (as on 20 Jul 2023) INR 2,703 

Target Price INR 2,550 

NIFTY 19,979 
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KEY STOCK DATA 

Bloomberg code HUVR IN 

No. of Shares (mn) 2,350 

MCap (INR bn) / ($ mn) 6,352/77,665 

6m avg traded value (INR mn) 3,811 

52 Week high / low            INR 2,770/2,393 

 

STOCK PERFORMANCE (%) 

 3M 6M 12M 

Absolute (%) 8.5 6.1 3.8 

Relative (%) (4.9) (5.4) (18.2) 

 

SHAREHOLDING PATTERN (%) 

 Mar-23 Jun-23 

Promoters 61.90 61.90 

FIs & Local MFs 11.58 11.55 

FPIs 14.36 14.48 

Public & Others 12.16 12.07 

Pledged Shares 0.00 0.00 

Source : BSE   

Pledged shares as % of total shares 
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