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Hindustan Unilever
Steady performance in tough times

Company details

Market cap: Rs. 436,210 cr

52-week high/low: Rs. 2,102/1,500

NSE volume: (No of 
shares)

13.5 lakh

BSE code: 500696

NSE code: HINDUNILVR

Sharekhan code: HINDUNILVR

Free float: (No of 
shares)

71.0 cr

Promoters 67.2

FII 12.4

DII 6.7

Others 13.7

Shareholding (%)

Price performance

(%) 1m 3m 6m 12m

Absolute 9.9 15.8 18.0 33.1

Relative to 
Sensex

7.4 17.5 18.6 17.2

Price chart

Sector: Consumer Goods

Result Update

Change

Reco: Buy 
CMP: Rs. 2,015

Price Target: Rs. 2,240 
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Sharekhan Research, Bloomberg

Valuation Rs cr

Particulars FY17 FY18 FY19 FY20E FY21E
Revenue 34,487 35,218 38,224 41,727 46,938
OPM (%) 17.5 20.7 22.6 24.8 25.2
Adjusted PAT 4,249 5,287 6,199 7,606 9,044
% YoY growth 2.0 24.4 17.3 22.7 18.9
Adjusted EPS (Rs.) 19.7 24.5 28.7 35.2 41.9
P/E (x) 102.4 82.3 70.2 57.2 48.1
P/B (x) 67.1 61.5 56.8 43.2 31.3
EV/EBIDTA (x) 71.1 59.0 49.7 41.2 35.6
RoNW (%) 66.6 77.9 84.2 85.8 75.4
RoCE (%) 93.0 104.2 113.2 108.7 95.9
Source: Company; Sharekhan estimates

Hindustan Unilever Limited’s (HUL) Q2FY2020 performance was 
largely in-line with our expectations. Revenue grew by 6.7% and 
adjusted PAT grew by ~21.5% (operating profit margin [OPM] 
expanded by 191 BPS on a comparable basis to 23.8%). Strong 
growth in PAT was mainly on account of reduction in corporate tax 
rate, while profit before tax grew by ~8% during the quarter. Volume 
growth of the domestic consumer business stood at 5% on a q-o-q 
basis, despite moderation in rural demand in July and August 2019. 
We expect volume growth trajectory to sustain at 5-7% in the near 
term. Margin expansion will sustain on account of benign input prices 
and operating efficiencies.

Key positives

 �  Domestic volume growth stood at 5%, better than street expectation 
of 4%.

 �  Home care category (~35% of revenue) continues to deliver strong 
performance with 9.4% revenue growth and PBIT margin improving 
by 122 BPS to 17.4%.

 �  PBIT margin of beauty and personal care (B&PC) improved by 258 
BPS to 28.9% during the quarter.

 �  OPM improved by 191 BPS on a comparable basis due to better 
revenue mix and operating efficiencies.

Key negatives

 �  Personal care registered 5% growth, with price correction 
undertaken in the personal wash category.

 �  Rural sales declined to 0.5x to urban sales, which continue to put 
pressure on domestic performance.

Our Call

Valuation: HUL registered decent performance in H1FY2020, with volume 
growth of 5% in the domestic business and sustained improvement in 
OPM. Large savings because of cut in the corporate tax rate will be utilised 
behind innovations and supply chain. The company has paid interim 
dividend of Rs. 11 per share. We have broadly maintained our earnings 
estimates for FY2020/FY2021. We maintain our Buy recommendation on 
the stock with an unchanged PT of Rs. 2,240.

Key Risks

Any sustained slowdown in volume growth and margin decline due to 
increased input prices would be key risks to our earnings estimates.
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Volume growth maintained at 5%: HUL’s standalone revenue grew by 6.7% y-o-y to Rs. 9,852 crore in 
Q2FY2020 (almost in line with our expectation of Rs. 9,750 crore), led by 5% volume growth. The home care 
category grew by 9.4%, while B&PC and F&R categories grew by 5.3% and 8.4%, respectively. Gross margin 
improved by 251 BPS to 54.5% mainly on account of benign commodity prices and better revenue mix. This, 
along with implementation of Ind-AS 116, led OPM to improve substantially by 293 BPS to 24.8% (higher than 
our expectation of 23.7%). However, comparable operating profit grew by 16% y-o-y and comparable OPM 
improved by 191 BPS due to lower input costs and employee expenses which included another 50 BPS benefit 
of government grants. Effective OPM expanded by ~150 BPS during Q2FY2020. Reported operating profit 
increased by 21% y-o-y to Rs. 2,443 crore. Profit before tax (PBT) increased by 7.7% y-o-y to Rs. 2,355 crore, 
affected by lower other income and higher finance costs and depreciation due to Ind AS 116. Reduction in 
corporate tax rate resulted in adjusted PAT to grow by 21.5% y-o-y to Rs. 1,882 crore and reported PAT to grow 
by 21.2% y-o-y to Rs. 1,848 crore.

Key conference call highlights

 �  Market share gains aided growth better than industry: Industry value growth moderated to 5% in 
Q2FY2020 as compared to 9% in Q1FY2020 while volume growth moderated to 3% from 7% during the 
same period. HUL’s volume growth stood at 5% on sequential basis mainly on account of market share 
gains in some of the key categories.

 �  Rural demand continues to moderate: Rural demand continued to remain sluggish and rural sales 
moderated to 0.5x of urban sales. Markets such as Punjab, Madhya Pradesh, Chhattisgarh, Haryana and 
greater Maharashtra have seen sharp moderation in sales during the quarter. Improvement in liquidity 
would help the demand environment to improve in rural areas. The company is in talks with various 
banks and financial partners to ease out the liquidity concerns in the trade channels. Also, the company 
is offering additional credit of 30-35 days to wholesalers in the rural markets. This, along with better agri 
production in the backdrop of better monsoon would help in demand revival in the coming quarters.

 �  Prices cuts in personal wash of ~6%: HUL took a price cut in the range of 4-6% in brands such as Lifebuoy 
and Lux in Q2FY2020 to pass on the benefits of lower input prices. The company is planning to reduce 
prices in premium brands such as Dove and Pears in Q3FY2020. Effective price cut would be about 6% in 
H2FY2020, which will help regain better volume growth in the personal wash category.

 �  Effective tax rate will be 27% in FY2020 and 26% in FY2021: The cut in corporate tax rate would result 
in effective tax rate reducing to 27% in FY2020. Income tax rate will stand at 25.2%, while revised tax 
rate application on deferred tax assets would result in an additional tax of ~1% in FY2020. The effective 
tax rate would reduce to 26% in FY2021. Though there won’t be any tax benefits on some manufacturing 
units, the company will continue to reap GST benefits (especially for the Assam unit). The management 
has indicated that savings in corporate tax rate will be utilised for improving supply chain and sustained 
innovations to maintain steady growth rate.

 �  GSK Consumer consolidation likely in Q4FY2020: The consolidation of Glaxosmithkline Consumer 
Healthcare (GSK Consumer) is under process as per the schedule. However, there will be a delay of two 
to three months as NCLT approval from Chandigarh will take some time. Hence, consolidation of GSK 
Consumer is expected to be completed by Q4FY2020.

 �  Premium category and naturals space performing well: Premiumisation remains the core of HUL’s 
growth strategy. The premium products are growing much faster than the mass products as new product 
addition or introduction of new pack sizes is helping the company to get good traction. Natural’s continues 
to perform well for the company. With Indulekha base has increased, overall natural’s sales growth stood 
1.5x ahead of normal revenue growth.
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Home Care – Sustained growth momentum: Despite the slowdown in consumption, home care continued to 
deliver a healthy performance with 9.4% growth, largely driven by robust growth in fabric wash. Innovation 
and premiumisation with targeted market development initiatives boosted growth in the fabric wash segment. 
The company expanded its portfolio by launching Love & Care in selected channels and Magic rinse powder 
in Tamil Nadu during the quarter. Liquid’s upgradation in urban and increased penetration of bars in rural 
geographies has contributed to growth in the household care segment. PBIT margin improved by 122 BPS 
y-o-y to 17.4% mainly on account of better revenue mix.

Beauty and Personal Care (B&PC) – Good growth in personal products and skin care, personal wash was 
soft: Revenue of the B&PC category grew by 5.3%, with personal products and skin care reporting healthy 
performance. The personal wash category’s growth was slower affected by price reduction in the lux and 
lifebuoy portfolio. Fair & Lovely soap continued to gain traction and the company launched Pears Naturale 
bodywash nationally. The company witnessed double-digit growth in skin care division driven by strong 
performance across the portfolio. Pond’s Superlight gel and Pond’s micellar water range were launched across 
India. Hair care witnessed good growth, driven by marketing campaigns for Clinic Plus. Colour cosmetics 
delivered yet another quarter of strong growth focusing on both online and offline channels. Oral care growth 
was led by freshness (Close-up) and naturals (Ayush) categories with region-specific media communication. 
The company launched Close-Up White Attraction variants in select geographies. The company focused on 
innovation amidst a challenging market for deodorants by launching the Axe Mini Ticket variant in selected 
geographies. PBIT margin of the B&PC category improved by 258 BPS to 28.9%. To improve growth of popular 
brands, the company is expecting effective price decrease of ~6% over the next two quarters (in dove and 
pears portfolio) to pass on the benefit of benign input costs. We expect the B&PC category to gradually 
improve going ahead.

Foods and Refreshments (F&R) – Decent performance: F&R maintained its steady growth momentum with 
revenue growing by 8.4% in Q2FY2020. Beverages witnessed a good quarter driven by purpose-led brands 
and new media communications for brands such as Taj Mahal and Lipton. Ice cream and frozen desserts 
sustained their growth momentum. In foods, HUL’s core segment continued to perform well with Kissan gaining 
market share in the ketchups space. However, higher marketing spends led to F&R margins declining by 128 
BPS to 16% during the quarter.
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Results (Standalone) Rs cr

Particulars Q2FY20 Q2FY19 Y-o-Y % Q1FY20 Q-o-Q %

Net revenue 9852.0 9234.0 6.7 10114.0 -2.6

Operating Profit 2443.0 2019.0 21.0 2647.0 -7.7

Other income 180.0 305.0 -41.0 147.0 22.4

Interest 31.0 7.0 - 24.0 29.2

Depreciation 237.0 130.0 82.3 214.0 10.7

PBT 2355.0 2187.0 7.7 2556.0 -7.9

Tax 472.7 637.5 -25.9 805.7 -41.3

Adjusted PAT 1882.3 1549.5 21.5 1750.3 7.5

Extra-ordinary items 34.3 24.5 40.0 -4.7 -

Reported PAT 1848.0 1525.0 21.2 1755.0 5.3

Adjusted EPS (Rs.) 8.7 7.2 21.5 8.1 7.5

GPM (%) 54.5 52.0 251 BPS 54.0 43 BPS

OPM (%) 24.8 21.9 293 BPS 26.2 -137 BPS

Source: Company; Sharekhan Research

Results (Consolidated) Rs cr

Particulars Q2FY20 Q2FY19 Y-o-Y % Q1FY20 Q-o-Q %

Net revenue 10105.0 9490.0 6.5 10364.0 -2.5

Operating Profit 2508.0 2074.0 20.9 2724.0 -7.9

PBT 2338.0 2157.0 8.4 2613.0 -10.5

Adjusted PAT 1853.0 1507.3 22.9 1789.9 3.5

GPM (%) 54.4 51.9 243 BPS 53.4 98 BPS

OPM (%) 24.8 21.9 296 BPS 25.3 -46 BPS

Source: Company; Sharekhan Research

Segmental performance Rs cr

Particulars Q2FY20 Q2FY19 Y-o-Y % Q1FY20 Q-o-Q %

Revenue      

Home Care 3371 3080 9.4 3465 -2.7

Beauty & Personal Care 4543 4316 5.3 4589 -1.0

Food & Refreshments 1847 1704 8.4 1950 -5.3

Total 9761 9100 7.3 10004 -2.4

PBIT 

Home Care 585 497 17.7 699 -16.3

Beauty & Personal Care 1315 1138 15.6 1358 -3.2

Food & Refreshments 295 294 0.3 379 -22.2

Total 2195 1929 13.8 2436 -9.9

PBIT margin (%) BPS BPS

Home Care 17.4 16.1 122 20.2 -282

Beauty & Personal Care 28.9 26.4 258 29.6 -65

Food & Refreshments 16.0 17.3 -128 19.4 -346

Total 22.5 21.2 129 24.4 -186

Source: Company; Sharekhan Research



October 14, 2019 6

St
oc

k 
U

pd
at

e

Outlook

Volume growth to sustain at 5-7%; Margin expansion to sustain: Rural sales stood at 0.5x of urban sales in 
Q2FY2020, which continue to put pressure on the consumer goods industry’s growth. Various actions undertaken 
by the government and Reserve Bank of India (RBI) to spur investment would result in gradual improvement in the 
demand environment. Better monsoon would result in improved agri production (especially Rabi), giving some 
breather to the rural economy. Further, the company expects the government to take more measures to improve 
liquidity in rural markets. We should expect demand to gradually improve and HUL’s volume growth to stand at 
5-7% in the coming quarters. Benign input prices, better revenue mix and operating efficiencies will continue to 
help in posting higher OPM on a y-o-y basis.

Valuation

HUL registered decent performance in H1FY2020 with volume growth of 5% in the domestic business and 
sustained improvement in OPM. Large savings because of cut in the corporate tax rate will be utilised behind 
innovations and supply chain. The company has paid interim dividend of Rs. 11 per share. We have broadly 
maintained our earnings estimates for FY2020/FY2021. We maintain our Buy recommendation on the stock with 
an unchanged PT of Rs. 2,240.

One-year forward P/E (x) band

Source: Sharekhan Research 

Peer valuation 

Particulars
P/E (x) EV/EBIDTA (x) RoCE (%)

FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E

Nestle India* 82.9 77.5 56.9 50.6 47.7 39.8 70.3 69.4 70.6
ITC 24.2 19.6 17.7 15.8 14.2 12.6 27.8 27.7 28.4
HUL 70.2 57.2 48.1 49.7 41.2 35.6 113.2 108.7 95.9
Source: Company, Sharekhan estimates
*Values for Nestle India are for CY18, CY19E and CY20E
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About company

HUL is India’s largest FMCG company with a strong presence in the home care and beauty and personal care 
categories. The company is a subsidiary of Unilever Plc (that holds a 67% stake in HUL), the world’s largest 
consumer goods company present across 190 countries. With over 40 brands spanning 12 distinct categories 
such as personal wash, fabric wash, skin care, hair care, oral care, deodorants, colour cosmetics, beverages, 
ice creams, frozen desserts and water purifiers, HUL is part of the everyday life of millions of consumers 
across India. The company’s portfolio includes leading brands such as Lux, Lifebuoy, Surf Excel, Rin, Wheel, 
Fair & Lovely, Pond’s, Vaseline, Lakmé, Dove, Clinic Plus, Sunsilk and Axe. HUL reported revenue of Rs. 
38,224 crore and OPM of 22.6% in FY2019.

Investment theme

HUL has a leadership position in highly penetrated categories such as soaps, detergents and shampoos in 
India. Sustaining product innovation, entering into new categories, premiumisation and increased distribution 
network remain some of the key revenue drivers for the company. The recent acquisition of GSK Consumer will 
make HUL a formidable play in the health food drinks segment and will enhance the growth prospects of its 
relatively small food business. A strong financial background, robust cash generation ability and leadership 
position in some key categories give HUL an edge over other companies and, hence, justify the stock’s premium 
valuation.

 
Key Risks

 � Slowdown in the demand environment: Any slowdown in demand (especially in rural India) would affect sales of 
key categories, resulting in moderation of sales volume growth.

 �  Increased input prices: Palm oil and crude derivatives such as linear alkyl benzene are some of the key raw 
materials used by HUL. Any significant increase in the prices of some of these raw materials would affect 
profitability and earnings growth.   

 �  Increased competition in highly penetrated categories: Increased competition in highly penetrated categories 
such as soaps and detergents would act as a threat to revenue growth.

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.

Additional Data

Key management personnel 

Sanjiv Mehta Chairman and Managing Director

Srinivas Pathak Executive Director, Finance & IT  and CFO

Pradeep Bannerjee Executive Director, Supply Chain

Dev Bajpai Executive Director, Legal and Corporate Affairs and Company Secretary
Source: Company Website

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Unilever PLC 51.5

2 Brooke Bond Group Ltd 4.9

3 Unilever Overseas Holdings Ltd 4.1

4 Unilever UK & CN Holdings Ltd 2.8

5 Brooke Bond South India Estates Ltd 2.4

6 Brooke Bond Assam Estates Ltd 1.5

7 Vanguard Group Inc 1.2

8 BlackRock Inc 1.1

9 Nomura Holdings Inc 0.7

10 SBI Funds Management Pvt Ltd 0.7
Source: Bloomberg



Disclaimer: This document has been prepared by Sharekhan Ltd. (SHAREKHAN) and is intended for use only by the person or entity 
to which it is addressed to. This Document may contain confidential and/or privileged material and is not for any type of circulation 
and any review, retransmission, or any other use is strictly prohibited. This Document is subject to changes without prior notice. 
This document does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official 
confirmation of any transaction. Though disseminated to all customers who are due to receive the same, not all customers may 
receive this report at the same time. SHAREKHAN will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable and SHAREKHAN 
has not independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While 
we would endeavour to update the information herein on reasonable basis, SHAREKHAN, its subsidiaries and associated companies, 
their directors and employees (“SHAREKHAN and affiliates”) are under no obligation to update or keep the information current. Also, 
there may be regulatory, compliance, or other reasons that may prevent SHAREKHAN and affiliates from doing so. This document is 
prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Recipients 
of this report should also be aware that past performance is not necessarily a guide to future performance and value of investments 
can go down as well. The user assumes the entire risk of any use made of this information. Each recipient of this document should 
make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies 
referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and 
risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. We do not undertake to 
advise you as to any change of our views. Affiliates of Sharekhan may have issued other reports that are inconsistent with and reach 
different conclusions from the information presented in 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 SHAREKHAN and affiliates 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.

The analyst certifies that the analyst has not dealt or traded directly or indirectly in securities of the company and that all of the 
views expressed in this document accurately reflect his or her personal views about the subject company or companies and its or 
their securities and do not necessarily reflect those of SHAREKHAN. The analyst further certifies that neither he or its associates 
or his relatives has any direct or indirect financial interest nor have actual or beneficial ownership of 1% or more in the securities of 
the company at the end of the month immediately preceding the date of publication of the research report nor have any material 
conflict of interest nor has served as officer, director or employee or engaged in market making activity of the company. Further, the 
analyst has also not been a part of the team which has managed or co-managed the public offerings of the company and no part 
of the analyst’s compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this 
document. Sharekhan Limited or its associates or analysts have not received any compensation for investment banking, merchant 
banking, brokerage services or any compensation or other benefits from the subject company or from third party in the past twelve 
months in connection with the research report. 

Either SHAREKHAN or its affiliates or its directors or employees / representatives / clients or their relatives may have position(s), make 
market, act as principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested 
in any of the securities or related securities referred to in this report and they may have used the information set forth herein before 
publication. SHAREKHAN may from time to time solicit from, or perform investment banking, or other services for, any company 
mentioned herein. Without limiting any of the foregoing, in no event shall SHAREKHAN, any of its affiliates or any third party involved 
in, or related to, computing or compiling the information have any liability for any damages of any kind.

Compliance Officer: Mr. Joby John Meledan; Tel: 022-61150000; email id: compliance@sharekhan.com;

For any queries or grievances kindly email igc@sharekhan.com or contact: myaccount@sharekhan.com

Registered Office: Sharekhan Limited, 10th Floor, Beta Building, Lodha iThink Techno Campus, Off. JVLR, Opp. Kanjurmarg 
Railway Station, Kanjurmarg (East), Mumbai – 400042, Maharashtra. Tel: 022 - 61150000. Sharekhan Ltd.: SEBI Regn. Nos.: BSE 
/ NSE / MSEI (CASH / F&O / CD) / MCX - Commodity: INZ000171337; DP: NSDL/CDSL-IN-DP-365-2018; PMS: INP000005786;  
Mutual Fund: ARN 20669; Research Analyst: INH000006183;

Disclaimer: Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges and the T&C on www.sharekhan.com; 
Investment in securities market are subject to market risks, read all the related documents carefully before investing.

Know more about our products and services

For Private Circulation only


