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Marico’s Q4FY18 revenue and PAT growth of 12.6% and 7.2% YoY, 
respectively, came in line, while 2.8% YoY EBITDA decline belied estimate. 
India volumes remained soft—up 1% YoY on a base of 10%— owing to 
tepid volume growth in Parachute (down 5% YoY) and flattish in Saffola. 
International business has started showing signs of improvement—
reported CCY of 16% YoY. Marico’s overall gross margin fell 551bps YoY 
due to 61% YoY and 6% QoQ spike in copra prices. However, we expect 
margin pressure to ebb from H2FY19 due to ~22% price hike effected in 
H2FY18 in Parachute portfolio (refer: Sanguine on improving trajectory). 
Factoring 100bps/30bps EBITDA margin contraction in FY19/FY20E, we 
have pruned FY19/FY20E EPS ~6%/3% YoY. Maintain ‘BUY’.  
 

Soft volume  

Key highlights: (i) Parachute volume declined 5% YoY due to concentrated price hikes 

in H2FY18 (aggregating ~22%) and 15% spike in volumes in Q4FY17 and Q3FY18; (ii) 

VAHO grew 11% YoY led by broad-based recovery. Saffola’s performance was mixed—

while Saffola edible oils continued to remain flattish due to competitive headwinds in 

mid and mass segments, the healthy foods franchise grew 18% YoY in value terms; (iii) 

while male grooming grew 5% YoY in value terms, premium hair nourishment grew 

11% YoY; (v) international business remained strong with 16% CCY growth, translating 

into 13% reported growth, led by 17% CCY spurt in Bangladesh. 
 

Q4FY18 conference call: Key highlights 

Rural growth (12% YoY) outpaced urban growth (5% YoY) for the third straight quarter. 

After small down tick in Copra prices in Feb, it has again gone up – expect deflation in 

Copra prices only in H2FY19. Will focus on growing foods business within Saffola – 

foods is higher margin and will become profitable once it crosses INR2bn revenue. 

Impairment of Paras acquisition largely owing to slower performance of Deo category. 
 

Outlook and valuations: Bright prospects; maintain ‘BUY’  

We expect Marico to sustain growth led by price hikes in Parachute, new product 

launches, market share gains and improvement in IB. Despite a challenging raw 

material scenario (now largely behind), the company has commendably managed 

margin. Thus, we retain target multiple of 42x FY20E and arrive at TP of INR361 (earlier 

INR373). At CMP, the stock is trading at 36.3x FY20E EPS. Maintain ‘BUY/SP’.  

 

 

 

 
 

 

 

 
 

 

 

 RESULT UPDATE 

MARICO 
 Soft volume growth; gradual recovery ahead 

 

 COMPANYNAME 
 

  EDELWEISS 4D RATINGS 
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Financials (INR mn)

Year to March Q4FY18 Q4FY17 % change Q3FY18 % change FY18E FY19E FY20E

Net sales 14,801 13,146  12.6 16,243 (8.9) 63,222  71,176  79,316  

EBITDA 2,523 2,595     (2.8) 3,021 (16.5) 11,378  13,595  15,863  

Adj. Profit 1,832 1,709 7.2 2,233 (18.0) 8,275 9,463 11,105

Dil. EPS (INR) 1.4 1.3 7.2 1.7 (18.0) 6.4           7.3           8.6           

Dil. P/E (x) 48.7        42.6        36.3        

EV/EBITDA (x) 35.1        28.8        24.5        

ROAE (%) 33.8        34.7        34.7        

https://www.edelresearch.com/showreportpdf-39880/MARICO_-_VISIT_NOTE-MAR-18-EDEL
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Table 1: Volume growth in sales of key business (%) 

 
Source: Company, Edelweiss research 

* Reported value growth (% YoY) in INR 

Q4FY18 concall: Key takeaways 

Overall demand 

 The FMCG Business in India achieved a growth of 12% YoY over the same period last 

year.  

 Volume growth during the quarter was 1% YoY, underperforming the medium term 

growth expectation due to a one-off decline in the Coconut Oil portfolio and headwinds 

in Saffola Edible Oils. Overall value growth of 12% YoY during the quarter was primarily 

driven by price hikes taken in the Coconut Oil portfolio to counter the significant copra 

price inflation witnessed during the year. 

 Fundamentally pricing power is there for the company.  

 Sustained offtake growth led to market share gains in 90% of the portfolio on a MAT 

basis. 

 Rural growth (12%) outpaced urban growth (5%) for the third straight quarter. Modern 

Trade and E-Commerce continued to grow briskly. CSD grew 32%, bouncing back after 4 

quarters of decline. 

 To increase rural, company will come out with products across different price points. 

Plus, through Nihar and Shanti Amla, company will penetrate into rural. 

 Identified SKU’s and MT as different strategy for FY19. 

 CSD has grown at on a soft base.  

 NPD in Foods very likely. Some more work needs to be done in distribution through 

Chemist and Specialty food stores.  

 

Parachute 

 In Q4FY18, Parachute Rigids (packs in blue bottles) posted a volume decline of 5% YoY, 

an anomaly caused by a combination of relatively concentrated price increases in 

H2FY18 (aggregating to ~22%) and 15% spikes in volumes in the post-demonetisation 

base quarter (Q4FY17) as well as the preceding quarter (Q3FY18).  

 However, on the back of healthy offtake growth, the Coconut Oil franchise gained 90 

bps in volume market share to ~59% (March 2018 MAT). 

 Copra prices has bounced back and hence trade channels have started picking stock. 

There could be deflation in Q4FY19 for Copra prices.  

 Some organised players are selling copra oil at relatively lower prices suggesting they 

are making loss.  

 During the year, the copra prices went up by 75% while the company increased the 

consumer prices by ~22%, as it chose to resort to the approach of protecting the 

franchise at the cost of short term margin losses. 

Key business Q2FY16 Q3FY16 Q4FY16 Q1FY17 Q2FY17 Q3FY17 Q4FY17 Q1FY18 Q2FY18 Q3FY18 Q4FY18

CPB (India) 5.5        10.5      8.4        8.0        3.0        (4.0)       10.0      (9.0)       8.0        9.4        1.0        

Parachute coconut oil in rigid packs 11.0      4.0        6.0        7.0        (6.0)       (1.0)       15.0      (9.0)       12.0      15.0      (5.0)       

Value added hair oil 8.0        21.0      11.0      9.0        11.0      (12.0)    10.0      (8.0)       12.0      8.0        11.0      

Saffola 4.0        17.0      13.0      11.0      8.0        6.0        6.0        (9.0)       3.0        0.1        (1.0)       

International* 2.0        9.0        16.0      6.0        5.0        -        (8.0)       (1.0)       (8.0)       1.0        13.0      

Modern Trade * NA NA NA NA NA NA 17.0      11.0      27.0      27.0      23.0      

E-commerce * NA NA NA NA NA NA NA 115.0   178.0   246.0   181.0   
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 The Company operates in a band of gross margin per unit and will take judicious pricing 

decisions to maintain a sweet spot between volume growth and margins.  

 Notwithstanding lower volume growth this year, the Company retains the guidance of 

5-7% volume CAGR over the medium term. 

 

VAHO 

 Value Added Hair Oils brands registered a volume growth of 11% YoY during the 

quarter on the back of broad-based growth in the franchise. Strong offtake growth led 

to the Company to consolidating its market leadership with a volume share of ~34% 

and value share of ~26% (March 2018 MAT). 

 Nihar Naturals Shanti Amla Badam consolidated its market leadership in volume terms 

within the Amla hair oil category. The gain of ~149 bps in market share during the 

quarter reflects the continuing strong growth trajectory.  

 Nihar Naturals Sarson Kesh Tel, a value added mustard oil targeting the pool of loose 

mustard oil users, launched across markets in North and parts of East India, also 

continued to gain traction and expand its reach. The Company will continue to invest 

behind the brand as the unorganised mustard oil market is a sizeable opportunity. 

These should be next value driver.  

 The Company’s rural GTM initiatives hold it in good stead to make the most of the same. 

 Looking at gaining value and volume MS in VAHO segment. 

 

Saffola 

 The Saffola refined edible oils franchise recorded a flattish quarter in volume terms. 

Headwinds in the superpremium segment of Edible Oils persisted, while the mid and 

mass market segments witnessed growth.  

 Course correction underway for Saffola.  

 Despite a flat quarter, the brand maintained its leadership position in the super 

premium refined edible oils segment with a ~69% volume market share (March 2018 

MAT). 

 In Q4FY18, the Healthy Foods franchise grew by 18% YoY in value terms. Saffola Masala 

Oats (SMO) maintained its momentum, on the back of focused inputs and a renewed 

promotional campaign, which led to a consolidation in its value share to 70% (March 

2018 MAT) in the flavoured oats category.  

 Initial response to Saffola Active Slimming Nutri-Shake and Saffola Active Soups, 

launched in H2FY18, has been encouraging. 

 Will grow foods portion in faster space since that category has higher margins too. 

Foods business will become profitable at INR2bn revenue mark.  

 

Premium hair nourishment & Male grooming 

 In Q4FY18, Premium Hair Nourishment (Livon and H&C Silk n Shine) grew 11% YoY in 

value terms on a comparable basis. 

 Livon Serums continued to witness higher growth in Modern Trade and E-Commerce. 

 Being the market leader with a volume share of ~82% (March 2018 MAT) in the Post 

wash Leave-on Serums, the Company will focus on driving category growth through 

innovation and consumer engagement. 

 Male Grooming grew 5% YoY in Q4FY18 in value terms on a comparable basis. 
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 The value market share of Set Wet Hair Gels currently stands at 58%, constituting circa 

60% of total Male Grooming Portfolio. 

 The recently launched affordable pocket spray, Set Wet Blast (priced at INR 49), 

received a good response from trade & consumers across all the launch markets. Given 

the positive response, the brand will be extended to other markets. 

 

International – The operating margin (before corporate allocations) was at 11.8% in Q4FY18 

against 9.8% in Q4FY17. The improvement in profitability was driven by better efficiency in 

spends. 

o Bangladesh: 

 In Bangladesh, topline grew by 17% YoY in Q4FY18 (volume growth of 3% YoY) and 

13% YoY in FY18 (volume growth of 4%) in constant currency terms.  

 Parachute Coconut Oil reported growth of 6% YoY in constant currency terms 

during the quarter, while maintaining the leadership position with ~87% volume 

market share. 

 The non-Coconut oil portfolio in Bangladesh grew by 47% and 32% in constant 

currency terms in Q4FY18 and FY18 respectively. 

 The non-coconut oil portfolio contributed to 26% of the total business in 

Bangladesh in FY18 as compared to 10% in FY12. The non-Coconut oil portfolio is 

likely to become ~30-35% over next 2-3 years. Therefore, the Company is confident 

of delivering a double-digit constant currency growth in the medium term in this 

geography. 

 Will embark innovation focus in Bangladesh. 

 Value growth in Bangladesh is on the back of inflation and premiumisation.  

 Non parachute portfolio is growing at ~30-35% in volume.  

o SE Asia: 

 Business in South East Asia (mainly Vietnam and Myanmar) declined by 3% YoY in 

Q4FY18 and 2% YoY in FY18 in constant currency terms.  

 Vietnam declined by 4% YoY in constant currency terms due to headwinds in the 

male shampoo category. The business declined 5% YoY in constant currency in 

FY18. Course correction are underway. 

 Myanmar grew steadily through the year and recorded a topline of over USD 8 

million during the year. 

o MENA: 

 The MENA Business posted a volume led recovery, growing 61% YoY in Q4FY18 in 

constant currency terms. With the anniversarisation of the Egyptian currency 

devaluation, optical growth for the quarter was higher.  

o South Africa: 

 South Africa (including Isoplus) posted a growth of 23% YoY in Q4FY18 and 16% in 

FY18, in constant currency terms. 

Net country developments: 

 With expansion in adjacent markets such as Sri Lanka, Nepal, Bhutan, exports to 

diaspora and other markets generated revenues of ~USD 11 million this year.  

 This business grew by 16% YoY in Q4FY18 and 15% YoY in FY18, in constant 

currency terms. The Company remains positive on the future prospects of this 

business. 
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RM cost and margins  

 During the quarter, the average market price of copra was up by 6% sequentially and by 

61% Y-o-Y. However, sustained high prices usually leads to rationing of demand & thus 

prices should stabilize around current levels.  

 Other key inputs, Rice Bran Oil was down 3%, while Safflower Oil, Liquid Paraffin (LLP) 

and HDPE (a key ingredient in packaging material) were up 26%, 20% and 10%, 

respectively, during the quarter compared to Q4FY17.  

                  

Markets/Distribution Channels 

 Rural growth continued to outpace urban growth. In Q4FY18, Marico’s rural sales grew 

by 12% while urban sales grew by 5% in value terms.  

 In FY18, Marico’s rural sales (32% of the India turnover in FY18) grew by 8% while urban 

sales grew by 7% in value terms. 

 Modern Trade (11% of the India turnover in FY18) grew by 23% in Q4FY18 and 15% in 

FY18, fueled by factors such as a comfortable and modern shopping experience, access 

to diverse categories as well as a wide variety of brands under a single roof and 

attractive prices. CSD (7% of the India turnover in FY18) delivered a strong performance 

in Q4FY18 by growing 32% to end flattish for the year. 

 With the growing relevance of the Digital marketplace, E-commerce (over 1% of India 

Turnover in FY18) has become an integral pivot of growth. This business grew by 181% 

during the quarter, albeit on a low base. This segment is expected to contribute ~2% of 

the India Business in FY19. 

 

Others 

 Revofit stake bought since company directly wanted to connect with customers. These 

would be segments for future. 

 Impairment of Paras acquisition product largely owing to slower performance of Deo 

category. 

 Capex would be in the range of INR1250-1300mn. 

 

Table 2: Constant currency growth in International business (%) 

 
 

Table 3: Summary of growth 

 
Source: Company, Edelweiss research 

International business Q3FY16 Q4FY16 Q1FY17 Q2FY17 Q3FY17 Q4FY17 Q1FY18 Q2FY18 Q3FY18 Q4FY18

Overall 8.0        11.0      4.0        4.0        2.0        (5.0)       6.0        1.0        9.0        16.0      

Bangladesh 1.0        11.0      (6.0)       (5.0)       -        5.0        12.0      11.0      12.0      12.0      

Middle East and North Africa (MENA) 45.0      13.0      6.0        5.0        (11.0)     (46.0)     (14.0)     0.1        15.0      61.0      

South East Asia 3.0        8.0        15.0      12.0      6.0        11.0      7.0        (8.0)       (4.0)       (3.0)       

South Africa 8.0        10.0      8.0        9.0        4.0        6.0        5.0        1.0        32.0      23.0      

New geographies (Srilanka, Nepal, Bhutan) NA NA NA NA NA NA 26.0      15.0      4.0        16.0      

Category / Business - Reported growth Q2FY18 (%) Q3FY18 (%) Q4FY18 (%)

Share of Group’s Turnover

basis FY17 results (%)

Group: total reported value growth 6.5                        14.7                   12.0                

FMCG business (India) 8.0                        17.6                   12.0                78.0                                              

Parachute coconut oil in rigid packs 12.0                      41.0                   24.0                36.0                                              

Value added hair oil 12.0                      7.0                     9.0                   26.0                                              

Saffola (refined edible oil) 3.0                        (4.0)                    (3.0)                 18.0                                              

International business group: total (8.0)                       1.0                     13.0                22.0                                              
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Table 4: Marico's market share (volume) position 

 
Source: Company, Edelweiss research 

* Value market shares 

 

Outlook and valuations: Bright prospects; maintain ‘BUY’  

We like Marico’s strategy of focusing on improving volumes and market share gains. This 

has been amply displayed over the past few years. While gaining market share, the company 

has not had to compromise on margins. Even in an inflationary environment, Marico has 

maintained margin as well as improved market share.  

 

In the international business as well, there are signs of revival in pockets like Bangladesh 

and Vietnam. Political turmoil, currency devaluation and overall macro-economic challenges 

persist in the MENA region; however, they are receding (already in the base now).  

 

We also like Marico’s focus on innovation, be it in the healthy foods segment with the 

launch of Saffola Active Soups or Saffola Active Slimming Nutri-Shake or within male 

grooming through the launch of Set Wet Blast pocket perfume sprays at a disruptive INR49 

price point. While the company continues to gain market share in the VAHO segment 

through competitive pricing, its premium value-added offerings are also expected to help 

improve the value market share.  

 

We like Marico’s focus on incubating ideas (preferred over inorganic growth) and expanding 

rural (enhanced rural reach by 25% to 53,000 villages during FY14-17) and urban distribution 

(initiated Project ONE to increase distribution in top-20 metros). The company remains one 

of the key beneficiaries of revival in urban demand (urban accounts for ~65-70% of sales). 

Recovery in rural growth will further help Marico, as it has initiated steps to enhance 

penetration in rural areas through the launch of price-point packs in various product 

segments.  

 

Management is confident of posting 8-10% volume growth in the medium term. Price hikes 

in Parachute portfolio should also aid achieve the targeted 13-15% top-line growth. Even in 

an adverse raw material inflationary scenario, Marico has been able to maintain margin and 

now with the tide expected to change, we believe margin pressure will gradually recede 

from H2FY19. The company has also seen good time correction and we believe it should give 

good returns from current level. On these positives, we retain target multiple of 42x FY20E 

and arrive at TP of INR361 (earlier INR373). At CMP, the stock is trading at 36.3x FY20E EPS. 

Maintain ‘BUY/SP’. 

 

  

Brands Category

Indicative market 

share range % Rank

Parachute and Nihar Coconut Oils (India) 59.0 1

Parachute Advansed, Nihar, Hair & Care Hair Oils (India) 34.0 1

Saffola Super Premium refined Edible Oils 69.0 1

Saffola Oats India 28.0 2

Livon and Silk & Shine Post wash Leave– On Serums 82.0 1

Set Wet and Parachute after shower* Hair Creams/Gels 63.0 1

Parchute (Bangladesh) Coconut Oil (Bangladesh) 87.0 1

X-Men* Men's Aerosol Deodorants (Vietnam) 28.0 1

VAHO Bangladesh 21.0 2
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Chart 1: One-year forward P/E chart 

 
Source: Edelweiss research 

 

Table 5: Standalone business performance  

 
Source: Company, Edelweiss research 
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(INR mn) Q4FY18 Q4FY17 % YoY change Q3FY17 % QoQ change

Net Sales 12,138  11,043  9.9                   13,376  (9.3)                 

Other Op. Income -         67          -         

Total 12,138  11,110  9.2                   13,376  (9.3)                  

COGS 6,747    5,657    19.3                7,477    (9.8)                 

Gross Profit 5,390    5,454    (1.2)                 5,899    (8.6)                 

Employee cost 653        624       4.7                   651        0.4                  

Advt. and promotion 848        743       14.2                1,040    (18.4)               

Other Expenditure 1,754    1,746    0.5                   1,683    4.3                  

Total expenses 3,256    3,113    4.6                   3,373    (3.5)                 

EBITDA 2,135    2,341    (8.8)                 2,526    (15.5)               

Depreciation 172        193       (10.6)               163        5.8                  

EBIT 1,963    2,148    (8.6)                 2,363    (16.9)               

Other inc 917        215       326.5              719        27.5                

Interest net 18          41          (55.6)               19          (1.6)                 

Exceptional Items (1,040)   -        NM -         NM

PBT 1,821    2,322    (21.6)               3,063    (40.6)               

Tax 623        688       (9.4)                 662        (5.9)                 

PAT 1,198    1,634    (26.7)               2,401    (50.1)               

Adjusted PAT 1,472    1,634    (9.9)                 2,401    (38.7)               

EPS 0.9         1.3         (26.7)               1.9         (50.1)               

COGS 55.6       50.9      468                  55.9       (31)                   

Employee 5.4         5.6         (23)                   4.9         52                    

Advt.and promotion 7.0         6.7         30                    7.8         (79)                   

Other expenditure 14.5       15.7      (126)                 12.6       187                  

EBITDA 17.6       21.1      (348)                 18.9       (129)                

PAT 9.9         14.7      (484)                 18.0       (808)                

Tax Rate 34.2       29.6      459                  21.6       1,260              

As % of net sales
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Financial snapshot        (INR mn)  
 Year to March    Q4FY18    Q4FY17    % change    Q3FY18     % change    FY18    FY19E    FY20E   

Net revenues  14,801    13,146    12.6    16,243    (8.9)    63,222    71,176    79,316   
Staff costs  1,035    981    5.4    1,026    0.8    4,222    4,626    5,156   

Cost of goods sold  7,896    6,290    25.5    8,688    (9.1)    33,482    35,944    39,499   

Gross profit  6,905    6,856    0.7    7,556    (8.6)    29,740    35,232    39,817   

Advt. sales & promotions  1,175    1,107    6.2    1,439    (18.4)    5,856    7,260    7,932   

Other expenses  2,172    2,174    (0.1)    2,070    5.0    8,284    9,751    10,866   

Total exp. (excl. cogs)  4,382    4,262    2.8    4,535    (3.4)    18,362    21,637    23,954   

EBITDA  2,523    2,595    (2.8)    3,021    (16.5)    11,378    13,595    15,863   

Depreciation  231    273    (15.5)    213    8.3    891    978    1,109   

EBIT  2,292    2,321    (1.3)    2,807    (18.4)    10,487    12,616    14,754   

Other income  229    223    2.7    174    31.4    846    929    1,053   

Interest  53    47    11.6    39    36.3    162    134    68   

Profit before tax  2,468    2,497    (1.2)    2,943    (16.1)    11,171    13,411    15,739   

Provision for taxes  642    784    (18.0)    709    (9.4)    2,896    3,755    4,407   

Minority interest  (6)    4    NA    1    NA    1    193    227   

Reported net profit  1,832    1,709    7.2    2,233    (18.0)    8,275    9,463    11,105   

Adjusted Profit  1,832    1,709    7.2    2,233    (18.0)    8,275    9,463    11,105   

Diluted shares (mn)  1,290    1,290       1,290       1,291    1,291    1,291   

Adjusted Diluted EPS  1.4    1.3    7.2    1.7    (18.0)    6.4    7.3    8.6   

Diluted P/E (x)         48.7    42.6    36.3   

EV/EBITDA (x)         35.1    28.8    24.5   

ROAE (%)         33.8    34.7    34.7   

         

As % of net revenues                               

COGS  53.4    47.8       53.5      53.0    50.5    49.8   

Employee cost 7.0    7.5       6.3       6.7    6.5    6.5   

Adv. & sales promotions  7.9    8.4       8.9       9.3    10.2   10.0   

Other expenditure  14.7    16.5       12.7       13.1    13.7    13.7   

EBITDA 17.0    19.7       18.6      18.0    19.1   20.0   

EBIT  15.5    17.7       17.3       16.6    17.7    18.6   

PBT  16.7   19.0       18.1       17.7    18.8    19.8   

Adjusted net profit  12.4   13.0       13.7       13.1    13.3   14.0   

Tax rate 26.0    31.4       24.1       25.9   28.0   28.0   
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Company Description 

Marico has evolved into one of the leading Indian FMCG companies from a coconut oil 

manufacturer over the past few years. It has positioned itself on the beauty and wellness 

platform and caters to hair care, health care, and skin care. Its brands include Parachute, 

Parachute Advansed, Nihar, Nihar Naturals, Hair & Care, etc in hair care, Saffola in health 

care, Set Wet, Hair Code, X-Men in Male Grooming. The company has been at the forefront 

of launching innovative products and services such as Saffola Savoury and Sweet Oats, Bio-

fuel to provide Indian consumers with premium personal care products. Marico has 

captured inorganic growth opportunities with acquisition of two hair care brands in Egypt, 

Fiancee and Haircode, which give it control of 50% of the hair care market in the country. 

Further, it has acquired three soap brands in Bangladesh and cross pollinated brands (value-

added hair oils, hair dyes, deodorants, etc) to expand its presence there. Marico acquired 

Paras Personal Care Business giving Marico access to brands like Set Wet, Livon and Zatak, 

ranked amongst top three in respective categories. Post demerger of Kaya business has 

made Marico a pure-FMCG play. 
 
Investment Theme 

Marico is amongst the leading beneficiaries of the changing preference of Indian consumer 

for better personal care and food products. The company has established strong ground in 

its core categories (hair oil and edible oil) with dominant market shares. It has been able to 

distinguish itself by offering niche products through brands such as Saffola (flavoured oats), 

Livon while extending Parachute to various new generation hair care products such as hair 

creams and value-added hair oils. Now Marico is also focusing on healthy foods segment 

where we believe there is immense moat. Improvement in sales and margins of 

international businesses are to aid consolidated performance. 

 
Key Risks 

Coconut oil forms the biggest share of Marico’s top line and bottom line. Copra prices have 

been hardening over the past few quarters. A greater-than-expected inflation can hurt the 

margins substantially. 

 

Appreciation of rupee against Egyptian pound, Bangladeshi taka and other international 

currencies puts the growth in revenues and profits at risk. 
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Financial Statements 

    
 
 

Income statement    (INR mn) 

Year to March FY17 FY18 FY19E FY20E 

Net revenue 59,178 63,222 71,176 79,316 

Materials costs 28,310 33,482 35,944 39,499 

Gross profit 30,868 29,740 35,232 39,817 

Employee costs 4,042 4,222 4,626 5,156 

Other Expenses 8,639 8,284 9,751 10,866 

Ad. & sales costs 6,595 5,856 7,260 7,932 

EBITDA 11,593 11,378 13,595 15,863 

Depreciation 903 891 978 1,109 

EBIT 10,690 10,487 12,616 14,754 

Add: Other income 973.1 846.3 928.65 1,053.31 

Less: Interest Expense 166 162 134 68 

Profit Before Tax 11,497 11,171 13,411 15,739 

Less: Provision for Tax 3,377 2,896 3,755 4,407 

Less: Minority Interest 134 1 193 227 

Reported Profit 7,986 8,275 9,463 11,105 

Adjusted Profit 7,986 8,275 9,463 11,105 

Shares o /s (mn) 1,290 1,291 1,291 1,291 

Adjusted Basic EPS 6.2 6.4 7.3 8.6 

Diluted shares o/s (mn) 1,291 1,291 1,291 1,291 

Adjusted Diluted EPS 6.2 6.4 7.3 8.6 

Adjusted Cash EPS 6.9 7.1 8.1 9.5 

Dividend per share (DPS) 3.5 3.8 3.7 4.3 

Dividend Payout Ratio(%) 63.7 69.0 57.5 57.5 

     
 

Common size metrics     

Year to March FY17 FY18 FY19E FY20E 

Materials costs 47.8 53.0 50.5 49.8 

Staff costs 6.8 6.7 6.5 6.5 

Ad. & sales costs 11.1 9.3 10.2 10.0 

Other expenses 14.6 13.1 13.7 13.7 

Depreciation 1.5 1.4 1.4 1.4 

Interest Expense 0.3 0.3 0.2 0.1 

EBITDA margins 19.6 18.0 19.1 20.0 

EBIT margins 18.1 16.6 17.7 18.6 

Net Profit margins 13.7 13.1 13.6 14.3 

     
 

Growth ratios (%)     

Year to March FY17 FY18 FY19E FY20E 

Revenues (1.7) 6.8 12.6 11.4 

EBITDA 10.3 (1.9) 19.5 16.7 

Adjusted Profit 12.2 3.6 14.4 17.4 

EPS 12.2 3.6 14.4 17.4 

     
 

 

Key Assumptions     

Year to March FY17 FY18 FY19E FY20E 

Macro      

 GDP(Y-o-Y %) 6.6 6.5 7.1 7.6 

 Inflation (Avg) 4.5 3.8 4.5 5.0 

 Repo rate (exit rate) 6.3 6.0 6.0 6.5 

 USD/INR (Avg) 67.1 64.5 65.0 66.0 

Company      

 Int rate on  debt (%) 5.8 5.9 6.0 6.0 

 Revenue growth (Y-o-Y %)     

 Volume growth (domestic) 4.0 1.5 7.5 7.5 

 International bus growth 0.9 7.4 11.4 11.4 

 Hair oil sales growth 4.0 8.0 13.0 12.0 

 Edible oil sales growth (3.1) 6.7 8.5 10.0 

 Capex (INR mn) 1,007 1,407 1,062 1,250 

 EBITDA margin assumpn     

 COGS as % of sales (Con) 47.8 53.0 50.5 49.8 

 Staff cost (% of sales) 6.8 6.7 6.5 6.5 

 Financial assumptions     

 Cash conversion cycle 68 85 64 64 

 Debtor days 15 17 14 14 

 Inventory days 140 151 125 125 

 Payable days 88 83 75 75 

 Dep. (% gross block) 11.3 11.0 10.5 10.5 

 Tax rate (%) 29.4 25.9 28.0 28.0 

 Dividend payout 56.5 60.0 50.0 50.0 

 Yield on cash 7.0 6.0 12.5 8.1 
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Peer comparison valuation 

  Market cap Diluted P/E (X) EV / EBITDA (X) ROAE (%) 

Name (USD mn) FY19E FY20E FY19E FY20E FY19E FY20E 

Marico 6,141 42.6 36.3 28.8 24.5 34.7 34.7 

Bajaj Corp 1,035 28.7 26.7 22.2 19.8 47.8 50.3 

Dabur 9,824 39.6 33.8 34.5 29.4 26.8 27.2 

Emami 3,768 47.6 37.1 25.7 21.3 24.8 27.7 

Hindustan Unilever 47,791 51.1 45.0 35.6 31.0 80.4 83.8 

Median - 42.6 36.3 28.8 24.5 34.7 34.7 

AVERAGE - 41.9 35.8 29.4 25.2 42.9 44.7 

Source: Edelweiss research 

Cash flow metrics     

Year to March FY17 FY18 FY19E FY20E 

Operating cash flow 6,116 7,069 13,412 11,710 

Investing cash flow (968) (753) (1,062) (1,250) 

Financing cash flow (5,740) (5,166) (7,280) (6,954) 

Net cash Flow (592) 1,150 5,070 3,506 

Capex (1,007) (1,407) (1,062) (1,250) 

Dividend paid (5,086) (5,709) (5,441) (6,386) 

     
 

Profitability and efficiency ratios     

Year to March FY17 FY18 FY19E FY20E 

ROAE (%) 37.2 33.8 34.7 34.7 

ROACE (%) 47.2 41.6 45.0 46.8 

Debtors Days 15 17 14 14 

Payable Days 88 83 75 75 

Cash Conversion Cycle 68 85 64 64 

Current Ratio 2.5 2.5 2.8 3.1 

Debt/EBITDA (x) 0.2 0.3 0.1 0.1 

Debt/Equity (x) 0.1 0.1 - - 

Adjusted Debt/Equity 0.1 0.1 - - 

Interest Coverage Ratio 64.5 64.9 93.9 216.1 

     
 

Operating ratios     

Year to March FY17 FY18 FY19E FY20E 

Total Asset Turnover 2.4 2.3 2.3 2.3 

Fixed Asset Turnover 5.5 5.8 6.4 7.0 

Equity Turnover 2.7 2.6 2.6 2.4 

     
 

Valuation parameters     

Year to March FY17 FY18 FY19E FY20E 

Adj. Diluted EPS (INR) 6.2 6.4 7.3 8.6 

Y-o-Y growth (%) 12.2 3.6 14.4 17.4 

Adjusted Cash EPS (INR) 6.9 7.1 8.1 9.5 

Diluted P/E (x) 50.4 48.7 42.6 36.3 

P/B (x) 17.3 15.8 13.5 11.7 

EV / Sales (x) 6.7 6.3 5.5 4.9 

EV / EBITDA (x) 34.3 35.1 28.8 24.5 

Dividend Yield (%) 1.1 1.2 1.2 1.4 
 

 

Balance sheet    (INR mn) 

As on 31st March FY17 FY18 FY19E FY20E 

Share capital 1,291 1,291 1,291 1,291 

Reserves & Surplus 21,966 24,138 28,553 33,273 

Shareholders' funds 23,257 25,429 29,844 34,564 

Minority Interest 133 125 318 545 

Short term borrowings 2,388 2,895 1,299 831 

Long term borrowings - 198 89 57 

Total Borrowings 2,388 3,093 1,388 888 

Long Term Liabilities 159 192 192 192 

Def. Tax Liability (net) 125 202 202 202 

Sources of funds 26,062 29,041 31,944 36,391 

Gross Block 7,440 8,690 9,940 11,190 

Net Block 5,772 5,641 5,802 5,942 

Capital work in progress 112 268 80 80 

Intangible Assets 5,075 5,463 5,463 5,463 

Total Fixed Assets 10,959 11,372 11,344 11,485 

Non current investments 747 570 570 570 

Cash and Equivalents 7,608 6,859 12,434 15,940 

Inventories 12,534 15,109 12,309 13,527 

Sundry Debtors 2,470 3,406 2,730 3,042 

Loans & Advances 99 85 85 85 

Other Current Assets 1,484 3,323 3,323 3,323 

Current Assets (ex cash) 16,586 21,922 18,447 19,977 

Trade payable 6,966 8,217 7,386 8,116 

Other Current Liab 2,872 3,465 3,465 3,465 

Total Current Liab 9,838 11,682 10,851 11,582 

Net Curr Assets-ex cash 6,748 10,240 7,596 8,395 

Uses of funds 26,062 29,041 31,944 36,391 

BVPS (INR) 18.0 19.7 23.1 26.8 

     
 

Free cash flow    (INR mn) 

Year to March FY17 FY18 FY19E FY20E 

Reported Profit 7,986 8,275 9,463 11,105 

Add: Depreciation 903 891 978 1,109 

Interest (Net of Tax) 117 120 97 49 

Others (105) 43 231 246 

Less: Changes in WC 2,785 2,260 (2,644) 799 

Operating cash flow 6,116 7,069 13,412 11,710 

Less: Capex 1,007 1,407 1,062 1,250 

Free Cash Flow 5,109 5,662 12,350 10,460 
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Holding – Top10
 Perc. Holding Perc. Holding 

Commonwealth Bank Of Austr 4.6                       Blackrock 1.6                         

First State Investments 4.1                       Morgan Stanley 1.5                         

Cartica Capital 2.3                       Bombay Oil Industries 1.4                         

Arisaig Partners Asia 2.2                       Vanguard Group 1.3                         

Life Insurance Corp Of India 1.9                       Prazim Trading & Inv Co 1.3                         

*as per last available data

Insider Trades  

 Reporting Data   Acquired / Seller   B/S   Qty Traded  

16 Jun 2017 Gemini Family Trust Buy 60500.00 

16 Jun 2017 Aquarius Family Trust Buy 53500.00 

16 Jun 2017 Mr. Harsh Mariwala Sell 237500.00 

16 Jun 2017 Taurus Family Trust Buy 63000.00 

16 Jun 2017 Valentine Family Trust Buy 60500.00 
 

 

*in last one year 

 

Bulk Deals 
Data Acquired / Seller B/S Qty Traded Price 

     

No Data Available     
 

*in last one year 

 

Additional Data 

Directors Data 
Harsh Mariwala Chairman Saugata Gupta MD & CEO 

B S Nagesh Director Hema Ravichandar Director 

Nikhil Khattau Director Rajeev Bakshi Director 

Rajen Mariwala Director Ananth Narayanan Director 

Rishabh Mariwala Director   
 

 
  Auditors -  Price Waterhouse 

*as per last annual report 
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Company Absolute 

reco 

Relative 

reco 

Relative 

risk 

Company Absolute 

reco 

Relative 

reco 

Relative 

Risk 

Asian Paints BUY SO M Bajaj Corp HOLD SU H 

Berger Paints BUY SO L Britannia Industries BUY SO L 

Colgate HOLD SP M Dabur BUY SO M 

Emami BUY SO H GlaxoSmithKline Consumer 

Healthcare 

HOLD SU M 

Godrej Consumer BUY SO H Hindustan Unilever HOLD SP L 

ITC HOLD SP M Marico BUY SO M 

Nestle Ltd HOLD SP L Pidilite Industries BUY SO M 

United Spirits BUY SP H     
 

RATING & INTERPRETATION 

ABSOLUTE RATING 

Ratings Expected absolute returns over 12 months

Buy More than 15%

Hold Between 15% and - 5%

Reduce Less than -5%

RELATIVE RETURNS RATING 

Ratings Criteria

Sector Outperformer (SO) Stock return > 1.25 x Sector return

Sector Performer (SP) Stock return > 0.75 x Sector return

Stock return < 1.25 x Sector return

Sector Underperformer (SU) Stock return < 0.75 x Sector return

Sector return is market cap weighted average return for the coverage universe                      

within the sector

RELATIVE RISK RATING 

Ratings Criteria

Low (L) Bottom 1/3rd percentile in the sector

Medium (M) Middle 1/3rd percentile in the sector

High (H) Top 1/3rd percentile in the sector

Risk ratings are based on Edelweiss risk model

SECTOR RATING 

Ratings Criteria

Overweight (OW) Sector return > 1.25 x Nifty return

Equalweight (EW) Sector return > 0.75 x Nifty return

Sector return < 1.25 x Nifty return

Underweight (UW) Sector return < 0.75 x Nifty return
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Edelweiss Securities Limited, Edelweiss House, off C.S.T. Road, Kalina, Mumbai – 400 098. 

Board: (91-22) 4009 4400, Email: research@edelweissfin.com 

Aditya Narain 

Head of Research 

aditya.narain@edelweissfin.com 

 

Coverage group(s) of stocks by primary analyst(s): Consumer Goods 

Asian Paints, Bajaj Corp, Berger Paints, Britannia Industries, Colgate, Dabur, Future Consumer, Godrej Consumer, Emami, Hindustan Unilever, ITC, Marico, 
Nestle Ltd, Pidilite Industries, GlaxoSmithKline Consumer Healthcare, United Spirits 
 
 
 
 
 
 
 
 
 

Distribution of Ratings / Market Cap 

Edelweiss Research Coverage Universe  

 

Rating Distribution* 161 67 11 240 
* 1stocks under review 

 

Market Cap (INR) 156 62 11 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Date Company Title Price (INR) Recos 

 

Recent Research 

02-May-18 Dabur On a strong wicket; outlook 
sanguine;  Result Update 

371 Buy 

26-Apr-18 Bajaj  
Corp 

Decent show; execution 
monitorable;  
Result Update 

462 Hold 

10-Apr-18 Future 
Consumer 

Rising brand and distribution 
muscle;  
Initiating Coverage 

58 Buy 

 

 > 50bn Between 10bn and 50 bn < 10bn 

 Buy Hold Reduce Total 

 

Rating Interpretation 

  

 

Buy appreciate more than 15% over a 12-month period 

Hold appreciate up to 15% over a 12-month period 

Reduce depreciate more than 5% over a 12-month period 

Rating Expected to 
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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, depository services and related activities. The business of ESL and its Associates (list 
available on www.edelweissfin.com) are organized around five broad business groups – Credit including Housing and SME 
Finance, Commodities, Financial Markets, Asset Management and Life Insurance.  

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. 
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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.  

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 
prepared 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. 
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Access the entire repository of Edelweiss Research on www.edelresearch.com 

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")) 
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