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FMCG: Quarterly Update 25 July 2013
Dabur’s Q1FY14 results were in-line with consensus estimates but were lower BUY

than our aggressive estimates. We believe that the reported domestic volume

growth of 9% YoY and adjusted earnings growth of 21% YoY is likely to be DABURIN | CMP RS 175
significantly ahead of the sector and we expect outperformance trend to sustain TARGET RS 196 (+12%)

over FY14E. We continue to rate Dabur as Buy as it trades at a significant

. . o (¢ Dat
discount to the sector and we expect that the valuation gap is likely to narrow ompany 2=

. 0O/S SHARES (MN) : 1744
over the medium term. The key takeaways of the results and the conference call MARKET CAP (RSBN) : 305
are as follows: MARKET CAP (USDBN) : 5.0
52 - WK HI/LO (RS) : 174/ 115
. . . . LIQUIDITY 3M (USDMN) : 3.8
Domestic volume at 9% YoY notwithstanding the high base of 12%: The FACE VALUE (RS) : 1
domestic consumer business grew by 13% YoY led by volume growth of 9% YoY Share Holding Pattern, %
and price growth of 4% YoY. The key volume drivers were Foods, Home care, PROMOTERS - 68.7
Shampoo, Toothpaste and Perfumed hair oil categories. The disappointment was FIl / NRI : 20.6
largely in the Health supplements category which reported a muted growth of r\llcgl\’lvl:R:OMOTERCORP HOLDINGS - ‘1"2
7.5% YoY and Tooth powder and Coconut hair oil category which reported a de- PUBLIC & OTHERS : 51
growth. The management has maintained its volume growth guidance of 8-12% .
; ) rice Performance, %
for FY14E. We believe that the volume growth can improve from current levels as imth  3mth 1yr
there is scope for growth improvement in health supplements and Vatika hair oil ABS 13.2 22.9 47.9
brand. We also believe that the low of base effect of Q2 and Q3 of FY13 will REL TO BSE 47 181 290
optically aid volume growth. We have assumed for a volume growth of 10% YoY Price Vs. Sensex (Rebased values)
which is significantly ahead of our sector estimation at~8% YoY for FY14E. 220
International business showing signs of improvement: Namaste business which 180 N
de-grew by 9% in FY13 posted a revenue growth of 16% YoY in Q1FY14. The
management indicated that the business will continue to improve in FY14. The 140 "W\,
overall international business grew by 17.4% YoY which was driven by 15% YoY MJLA .
volume, -0.7% price and 3% currency gains. The organic business growth is 100 v o\
relatively higher at 18.5% YoY led by Middle East geography. The management
has guided for improvement in IBD margins over FY14 on account of Namaste 60 : : :
and input cost deflation. Apr-10 Mar-11 Feb-12 Jan-13
Dabur BSE Sensex
Gross margins improve by 115 bps YoY: The input cost scenario continues to e8P CE T L0ETE S
remain a mixed basket with the categories like foods, honey and LLP witnessing Other Key Ratios
continued input cost inflation while copra, HDPE and sugar seeing benign Rs mn FY13 FY14E FYISE
inflation. The management has revised the guidance for price hike from 2-3% for Es_tdiales i;’;‘:g ZZ'Z: ?i’ggg
Iata ) 3 7
FY14E to 4-5% to manage gross margins. The management also indicated that the e 7700 9,399 11335
price hikes are unlikely to adversely impact the volume growth. EPS, Rs 4.4 5.4 6.5
PER, X 395 324 268
EBIDTA growth at 15% YoY: EBIDTA growth at 15% YoY and margin at 14.3% SR L
were below our estimates on account of higher-than-expected increase in other E\c/)/eNf/t I 32'; 3:'2 3?3
expenses. Advertising expenses increased by 11% YoY but as a % of sales declined Deb;/Equity, % 592 411 332
by 30bps YoY. We believe that the company has room to rationalise advertising Source: PhillipCapital India Research Est.
expenses especially in the international business division. Naveen Kulkarni, CFA, FRM
(+ 9122 66679947)
Revision of estimates and Maintain Rating: We have marginally revised our gl Gabilipeapialip
earnings estimates downwards by 4% for FY14E and FY15E. We maintain our Buy Ennette Fernandes (+ 9122 66679764)
rating valuing the company at 30x FY15E earnings at Rs 196. e @ nllge il

Please refer to Disclosures and Disclaimers at the end of the Research Report
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Quarterly Results

Rs mn Q1FY14 Q4FY13 QoQ % Q1FY13 YoY %
Net sales 16,511 15,311 7.84 14,620 12.94
Growth, % 12.94 12.28 21.37

Total income 16,565 15,437 7.31 14,713 12.59
Operating expenses 14,156 12,708 11.40 12,576 12.57
EBITDA 2,409 2,729 -11.72 2,137 12.72
Growth, % 12.72 16.36 14.91

Margin, % 14.59 17.82 14.62

Depreciation 287.10 281.10 2.13 267.00 7.53
EBIT 2,122 2,447 -13.31 1,870 13.47
Margin, % 12.85 15.98 12.79

Interest paid 133.00 149.80 -11.21 212.60 -37.44
Other Non-Operating Income 365.90 229.80 59.23 263.40 38.91
Pre-tax profit 2,355 2,527 -6.84 1,921 22.59
Tax provided 484 507 -4.46 377.70 28.20
Minority Interest -10.30 -14.60 -2.40

PC Net Profit 1,860 2,006 -7.27 1,541 20.74
Reported PAT 1,860 2,006 -7.27 1,491 24.73
Growth, % 21.22 18.47 20.62

Margin, % 11.27 13.10 10.20
Extraordinary items: Gains/(Losses)

Adj Fully Diluted EPS, Rs 1.07 1.15 0.86 24.57

Source: Company, PhillipCapital India Research

Change in Estimates

(Rs mn) Earlier estimates Revised estimates Upgrade/(downgrade) (%)

FY14E FY15E FY14E FY15E FY14E FY15E
Net Sales 71,703 83,120 70,759 82,028 -1.3% -1.3%
EBITDA 12,597 14,945 12,125 14,454 -3.7% -3.3%
EBITDA margin (%) 17.6 18.0 17.1 17.6 (43) (36)
PBT 12,308 14,924 11,882 14,348 -3.5% -3.9%
Adj PAT 9,735 11,790 9,399 11,335 -3.5% -3.9%
Adj PAT margin (%) 13.6 14.2 13.3 13.8 (29) (37)
Adj EPS (Rs) 5.60 6.76 5.39 6.50 -3.8% -3.9%

Source: PhillipCapital India Research Estimates
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Q1FY14 Operating Performance Summary

Domestic Business

Summary

Comments

BUSINESS PERFORMANCE IN
Q1FY14

- VALUE GROWTH AT 13% YOY LED BY HOME CARE,
FOODS, SHAMPOO AND DIGESTIVES

- REPORTED DOMESTIC GROWTH WAS LOWER THAN OUR ESTIMATES WITH
VOLUME GROWTH AT 9% YOY LOWER THAN OUR ESTIMATE OF 12% YOY.
PRICING GROWTH AT 4% YOY WAS LARGELY IN LINE WITH OUR ESTIMATES

- DOMESTIC VOLUME GROWTH AT 9% YOY
NOTWITHSTANDING HIGH BASE OF VOLUME
GROWTH OF 12% YOY

- VOLUME GROWTH AT 9% YOY WAS LOWER SEQUENTIALLY FROM 12% YOY,
HOWEVER THE VOLUME GROWTH WAS ON A HIGH BASE OF 12% YOY.
DABURS VOLUME GROWTH IS EXPECTED TO STAY AHEAD OF THE SECTOR IN
Q1FY14 AND ALSO THE FORTHCOMING QUARTERS WHICH IS A KEY POSITIVE.

- DOMESTIC PRICE GROWTH OF 4% YOY

- PRICE GROWTH IS HIGHER SEQUENTIALLY FROM 3% YOY. WITH INPUT
INFLATION ON AN UPSWING ON ACCOUNT OF RUPEE DEPRECIATION THE
COMPANY HAS EXERCISED PRICE HIKES IN CERTAIN SEGMENTS

SEGMENT WISE REVENUE
GROWH DETAILS

- FOODS SEGMENT GROWTH STRONG AT 18.7% YOY

- GROWTH HAS DECELERATED FROM THE MID 20% GROWTH LEVELS OF FY13
AS THE FOODS PORTFOLIO IS LARGELY DISCRETIONARY IN NATURE AND
HENCE HAS BEEN IMPACTED BY SLUGGISH CONSUMER DEMAND. MARGINS
REMAINED UNDER PRESSURE ON ACCOUNT OF NEGATIVE IMPACT OF RUPEE
DEPRECIATION. THE COMPANY HAS EXERCISED PRICE HIKES IN THE JUICE
SEGMENT BUT HAVE INDICATED THAT THE HIKE IS NOT SUFFICIENT TO
MITIGATE INPUT COST PRESSURE. NEW PRODUCT LAUNCHES UNDERTAKE IN
Q1FY14 ARE EXPECTED TO GAIN TRACTION AND AID HIGHER REALISATIONS

- HAIR CARE SEGMENT GROWTH WAS 11.8% YOY.
HAIR OIL AND SHAMPOO GROWTH AT 10% AND
22.8% YOY RESPECTIVELY

- SHAMPOO GROWTH SUSTAINED MOMENTUM NOTWITHSTANDING HIGH
BASE OF 23% YOY GROWTH IN Q1FY13. HIGH MEDIA SPENDS AND ROBUST
GROWTH IN SACHETS ARE THE KEY DRIVERS

- PERFUMED HAIR OILS GROWTH IMPROVED SEQUENTIALLY TO 15.3% YOY,
HOWEVER OVERALL HAIR OIL GROWTH WAS LOWER AT 10% YOY ON
ACCOUNT OF DEGROWTH IN VATIKA AND ANMOL COCONUT HAIR OIL.
DABUR HAS REDUCED THE PRICE PREMIUM OF VATIKA BY EXERCISING A
PRICE CUT WHICH IS EXPECTED TO DRIVE VOLUME GROWTH RECOVERY.

- ORAL CARE GROWTH AT 8.6% YOY IMPACTED BE
DEGROWTH IN TOOTHPOWDER BUSINESS

- TOOTHPASTE SEGMENT GROWTH REMAINED ROBUST AT 14% YOY LED BY
PREMIUM BRANDS DABUR RED AND MESWAK. HIGH DOUBLE DIGIT GROWTH
IN THE PREMIUM BRANDS HAS IMPROVED THE PROFITABILITY OF THE ORAL
CARE SEGMENT. OVERALL ORAL CARE BUSINESS GROWTH IS GUIDED FOR
IMPROVEMENT TO 10% YOY IN FY14 WITH TOOTHPASTE SEGMENT GROWTH
IN MID TEENS

- HEALTH SUPPLEMENTS GROWTH AT 7.5% YOY, AS
GLUCOSE BRAND GROWTH WAS IMPACTED BY
ADVERSE SEASONALITY FACTOR

- GLUCOSE BRAND (CONTRIBUTES 50% TO THE HEALTH SUPPLEMENTS
SEGMENT IN Q1) GROWTH WAS IMPACTED BY THE EARLY ONSET OF
MONSOON. HEALTH SUPPLEMENTS GROWTH IS EXPECTED TO IMPROVE
GOING AHEAD

- DIGESTIVES GROWTH PICKS UP SEQUENTIALLY TO
15% YOY

- DIGESTIVE GROWTH IMPROVED SEQUENTIALLY FROM 1.5% YOY IN Q4FY13.
BOTH TABLETS AND CANDY FORMAT REPORTED STRONG GROWTH

- HOME CARE GROWTH ROBUST AT 25.8% YOY

- HOME CARE BUSINESS MAINTAINED TRACTION WITH GROWTH OF 25.8%
YOY. KEY BRANDS OF ODONIL AND ODOMOS REPORTED STRONG GROWTH.
HOME CARE BUSINESS REPORTED GROWTH OF 25% YOY IN FY13 AND IS
EXPECTED TO SUSTAIN 20%+ YOY GROWTH TRENDS IN FY14E ALSO

- OTC & ETHICALS GROWTH AT 11.8% YOY

- OTC PORTFOLIO REPORTED GROWTH OF 10.9% YOY WITH BIGGEST BRAND
LAL TAIL PERFORMING WELL, ETHICALS BUSINESS REPORTED GROWTH OF
13.2% YOY DRIVEN BY TRADE AND CONSUMER ACTIVATIONS

- SKIN CARE GROWTH AT 12.7% YOY

- FEM PORTFOLIO REPORTED DOUBLE DIGIT GROWTH WITH BLEACH
GAINING MARKET SHARE IN Q1FY14. NEW PRODUCT LAUNCHES ARE
EXPECTED TO DRIVE GROWTH

HEADWINDS

- MARKET SLOWDOWN TO IMPACT DISCRETIONARY
CATEGORIES

- AS MACROECONOMIC PRESSURE PERSISTS, SLOWDOWN IN CONSUMER
DEMAND IS EVIDENTLY IMPACTING GROWTH IN DISCRETIONARY CATEGORIES
AND THE IMPACT IS ACCENTUATED IN URBAN MARKETS. HOWEVER, AS
DABUR'S PORTFOLIO IS BASED ON THE HEALTH AND WELLNESS PLATFORM,
OPERATING PRIMARILY IN MASS CATEGORIES AND HAS ~50% EXPOSURE TO
RURAL MARKETS, WE BELIEVE THE COMPANY IS RELATIVELY BETTER PLACED
TO WITHSTAND DEMAND PRESSURE

- RUPEE DEPRECIATION STOKES INPUT NFLATION

- THE RECENT SHARP DEPRECIATION IN RUPEE HAS STOKED INFLATION IN
KEY INPUTS LIKE FOOD AND LLP. THE COMPANY IS EXPECTED TO TAKE
HIGHER PRICE HIKES THAN ITS EARLIER GUIDANCE. THE MANAGEMENT HAS
INDICATED THAT THE COMPANY HAS THE ABILITY TO TAKE PRICE HIKES OF 4 -
5% WITHOUT ADVERSELY IMPACTING THE VOLUME GROWTH PROSPECTS.

-40f11-
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TAILWINDS

- RATIONALISATION IN AD SPENDS

- COST RATIONALISATION IN AD SPENDS ENABLED DABUR TO REALISE
SAVINGS OF 30 BPS YOY IN THE AD TO SALES RATIO IN Q1FY14. FOR FY14, THE
MANAGEMENT HAS GUIDED FOR AD TO SALES RATIO AT 13 - 14%. DABUR IS
EXPECTED TO MAINTAIN AD TO SALES RATIO ON A YOY BASIS IN THE
DOMESTIC BUSINESS, AND LOWER AD TO SALES RATIO IN THE
INTERNATIONAL BUSINESS

- RURAL MARKET GROWTH SIGNIFICANTLY AHEAD
OF URBAN GROWTH WITH SCOPR FOR MARGIN
IMPROVEMENT

- DABUR'S RURAL BUSINESS GROWTH AT 14.2% YOY IN Q1FY14 WAS 1.5X
THAT OF THE URBAN BUSINESS GROWTH AT 9.6% YOY. THE COMPANY
EXPECTS RURAL GROWTH TO REMAIN STRONG AIDED BY POSITIVE
CONSUMER SENTIMENT AND PRIMARILY DISTRIBUTION GAINS. DABUR
CONTINUED TO INVEST IN DISTRIBUTION EXPANSION BY ADDING 3000
VILLAGES IN Q1FY14. RURAL BUSINESS GROSS MARGINS ARE 300 BPS LOWER
THAN THE COMPANY AVERAGE PRESENTING SCOPE FOR IMPROVEMENT IN
THE MEDIUM TERM

- HEALTHY BRAND INVESTMENTS AND PRODUCT
INNOVATIONS TO DRIVE GROWTH

- MODERN TRADE AND CSD ARE ADDITIONAL
GROWTH DRIVERS

- VOLUME GROWTH IS EXPECTED TO REMAIN AHEAD OF THE SECTOR LED BY
HIGHER AD SPENDS IN DOMESTIC BUSINESS VIS -A-VIS INTERNATIONAL
BUSINESS. THE PRODUCT INNOVATION PIPELINE FOR FY14 IS ROBUST
DIRECTED TO THE BEVERAGES, SKIN CARE, HAIR OIL AND TOOTHPASTE
CATEGORIES

- MODERN TRADE REPORTED ROBUST GROWTH OF 20% YOY. INSTITUTIONAL
SALES (CSD) GROWTH HAS IMPROVED CONTRIBUTED BY THE RECENT HIRING
OF ADDITIONAL WORKFORCE

MANAGEMENT GUIDANCE

- VOLUME GROWTH AT 8 - 12% YOY

- MANAGEMENT HAS MAINTAINED GUIDANCE OF 8 -12% YOY DOMESTIC
VOLUME GROWTH IN FY14E. WE EXPECT VOLUME GROWTH TO IMPROVE TO
10% YOY IN FY14 AS SEGMENTS WHICH WERE KEY GROWTH DRIVERS IN
Q1FY14 SUSTAIN GROWTH TRENDS AND HEALTH SUPPLEMENTS AND VATIKA
HAIR OIL BRAND WITNESS IMPROVEMENT IN GROWTH

- PRICE GROWTH GUIDED TO BE HIGHER AT 4 - 5%
YOY

- WITH ADVANTAGE OF SOFT INFLATION REVERSING ON ACCOUNT OF RUPEE
DEPRECIATION, MANAGEMENT HAS REVISED ITS PRICE GROWTH FOR FY14E
TO 4 - 5% YOY FROM THE EARLIER 2 - 3% YOY. THE COMPANY IS FAIRLY
CONFIDENT OF HAVING SUFFICIENT TO EXERCISE PRICE HIKE AT THESE RATES
WITHOUT ADVERSELY IMPACTING VOLUME GROWTH. PRICE HIKES WILL
ENABLE DABUR TO EFFECTIVELY MANAGE ITS GROSS MARGINS

- GROSS MARGIN EXPANSION OF 50 - 100 BPS YOY

- THE MANAGEMENT HAS REVISED DOWNWARDS ITS EARLIER GROSS
MARGIN EXPANSION GUIDANCE OF 100 - 150 BPS YOY AS CERTAIN KEY
INPUTS WITNESS UPTREND IN INFLATION. WE EXPECT GROSS MARGINS TO
EXPAND BY 70 BPS YOY IN FY14

- AD TO SALES RATIO AT 13%

- AD TO SALES RATIO AT 13%, IS EXPECTED TO PROVIDE OPERATING
LEVERAGE BENEFITS TO THE CONSUMER. INCREASE IN STAFF COST AS A % OF
SALES IS EXPECTED TO HOLD AT CURRENT LEVELS BUT NOT SEE ANY FURTHER
ELEVATION

- EBITDA MARGIN EXPANSION AT 100 BPS YOY

- THE MANAGEMENT HAS MAINTAINED ITS STANCE OF REALISING 100 BPS
EBITDA MARGIN EXPANSION IN FY14. KEY FACTORS BEING GROSS MARGIN
EXPANSION, MARGIN IMPROVEMENT IN INTERNATIONAL BUSINESS AND
COST RATIONALISATION IN ADVERTISING SPENDS. COMPANY EXPECTS 50 BPS
YOY MARGIN IMPROVEMENT IN DOMESTIC BUSINESS AND 100 TO 150 BPS
YOY MARGIN IMPROVEMENT IN INTERNATIONAL BUSINESS

OUR EXPECTATIONS

- DOMESTIC BUSINESS GROWTH IS ESTIMATED AT
14.3% YOY AND 15% YOY FOR FY14E AND FY15E
RESPECTIVELY

- WE HAVE REVISED OUR VOLUME GROWTH ESTIMATES DOWNWARDS TO
10% YOY IN FY14 FROM EARLIER 12% YOY AND REVISED PRICING GROWTH
ESTIMATES FROM 3.5% YOY TO 4.3% YOY FOR FY14E

- GROSS MARGINS AND EBITDA MARGINS TO
EXPAND BY 70 BPS YOY AND 80 BPS YOY
RESPECTIVELY

- MANAGEMENT HAS INDICATED THAT GROSS MARGIN EXPANSION IS
EXPECTED TO FLOW THROUGH TO OPERATING PROFIT. HENCE ALONG WITH
MARGINAL SAVINGS IN AD TO SALES RATIO IN FY14E AND GROSS MARGIN
EXPANSION OF 70 BPS YOY, THE EBITDA MARGIN IS EXPECTED TO EXPAND BY
80 BPS YOY IN FY14E

-50f11-
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INTERNATIONAL BUSINESS

SUMMARY

COMMENTS

BUSINESS PERFORMANCE

- ORGANIC BUSINESS VALUE GROWTH ROBUST AT
18.5% YOY AND 14.5% YOY IN CONSTANT CURRENCY
TERMS

- ORGANIC VOLUME GROWTH WAS ROBUST AT 15% YOY WITH PRICING
DEGROWTH OF 0.7% YOY. CURRENCY IMPACT WAS AT 3% YOY. MIDDLE
EAST GEOGRAPHY WAS THE KEY REVENUE GROWTH DRIVER. NEPAL AND
BANGLADESH ALSO REPORTED HEALTHY GROWTH OF 15% YOY AND 11%
YOY RESPECTIVELY

- NAMASTE BUSINESS REPORTED STRONG RECOVERY IN GROWTH FROM -
9% YOY IN FY13 TO 16% YOY IN Q1FY14. HOBI BUSINESS GROWTH
REMAINED STRONG

MANAGEMENT GUIDANCE

- EXPECT MARGINS TO IMPROVE

- BENIGN INPUT INFLATION AND RATIONALISATION OF ADVERTISING
SPENDS IS EXPECTED TO DRIVE EXPANSION IN INTERNATIONAL BUSINESS
DIVISION MARGINS IN FY14E. MANAGEMENT INDICATED THAT IN
NAMASTE BUSINESS THERE IS OPPORTUNITY TO DRIVE 500 - 600 BPS
MARGIN IMPROVEMENT

- STRONG REVENUE GROWTH, CAUTIOUS ON EGYPT

- NAMASTE BUSINESS GROWTH IS EXPECTED TO IMPROVE FROM
CURRENT LEVELS AND ORGANIC BUSINESS GROWTH IS ALSO EXPECTED TO
SUSTAIN GROWTH TRAJECTORY. THE COMPANY IS CAUTIOUS ON GROWTH
IN EGYPT WHICH IS CURRENTLY FACING POLITICAL UPHEAVAL. EGYPT IS
ALSO DABUR'S MOST PROFITABLE GEOGRAPHY IN THE INTERNATIONAL
BUSINESS

OUR EXPECTATIONS

- WE MAINTAIN ESTIMATES FOR IBD GROWTH (EX
HOBI AND NAMASTE) AT 20% AND 19% YOY
RESPECTIVELY FOR FY14E AND FY15E RESPECTIVELY

- WE EXPECT ORGANIC BUSINESS GROWTH TO REMAIN STRONG IN FY14E.
DABUR IS ALSO EXPLORING OPTIONS TO EXPORT ITS FOOD BRANDS TO
OTHER GEOGRAPHIES FROM THE RECENTLY OPENED SRI LANKA PLANT

- NAMASTE GROWTH AT 20% YOY AND HOBI
GROWTH AT 20%YOY FOR FY14

- NAMASTE BUSINESS GROWTH IS EXPECTED TO GAIN TRACTION IN THE
FORTHCOMING QUARTERS ON ACCOUNT OF LOW BASE AS THE IMPACT OF
DEGROWTH IN THE BUSINESS WAS LARGELY FROM Q2FY13.

Source: Company, PhillipCapital India Research
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Raw Material Price Trend
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Financials
Income Statement Cash Flow
Y/E Mar, Rs mn FY12 FY13E FY14E FY15E Y/E Mar, Rs mn FY12 FY13E FY14E  FY15E
Net sales 52,838 61,464 70,759 82,028 Pre-tax profit 7,910 9,527 11,882 14,348
Growth, % 30 16 15 16 Depreciation 1,032 1,124 1,203 1,289
Other income 218 294 314 383 Chg in working capital -1,516  -3,076 -225 195
Total income 53,057 61,758 71,073 82,411 Total tax paid -1,490 -1,820 -2,483 -3,013
Raw material expenses -26,922 -30,194 -34,265 -39,744 Other operating activities -131 0 0 0
Other Operating expenses -17,228 -21,270 -24,368 -27,831 Cash flow from operating activities 5,805 5,755 10,377 12,819
EBITDA (Core) 8,906 10,295 12,439 14,837 Capital expenditure -2,401 -1,189 -2,955 -2,179
Growth, % 11.3 15.6 20.8 19.3 Chg in investments -629  -1,494 0 0
Margin, % 16.9 16.7 17.6 18.1 Cash flow from investing activities -3,026 -2,683 -2,955 -2,179
Depreciation -1,032 -1,124 -1,203 -1,289 Free cash flow 2,779 3,072 7,422 10,640
EBIT 7,874 9,171 11,236 13,548 Equity raised/(repaid) 575 83 1,665 600
Growth, % 11.3 15.6 20.8 19.3 Debt raised/(repaid) 662 1,407 -1,063 0
Margin, % 16.9 16.7 17.6 18.1 Dividend (incl. tax) -2,436 -2,840 -3,354 -4,138
Interest paid -538 -589 -535 -568 Cash flow from financing activities -1,201  -1,260 -2,717 -3,497
Other Non-Operating Income 574 945 1,181 1,368 Net chg in cash 1,577 1,812 4,705 7,144
Pre-tax profit 7,910 9,527 11,882 14,348
Tax provided 1464 -1826 2,483 3013 Valuation Ratios & Per Share Data
Profit after tax 6,446 7,700 9,399 11,335
Net Profit 6,454 7,651 9,399 11,335 LR e DO
Growth, % 135 19.3 22.1 20.6 Per Share data
Net Profit (adjusted) 6454 7,700 9,399 11,335 EPS (INR) 3.7 4.4 >4 6.5
Unadj. shares (m) 1,738 1,738 1,738 1,738 Growth, % 135 183 221 206
Wtd avg shares (m) 1,738 1,738 1,738 1,738 Book NAV/share (INR) %9 122 161 200
FDEPS (INR) 3.7 4.4 5.4 6.5
CEPS (INR) 43 5.1 6.1 7.3
Balance Sheet CFPS (INR) 3.1 2.8 5.3 6.6
Y/E Mar, Rs mn FY12 FY13E FY14E FY15E DPS (INR) 1.2 1.4 1.6 2.0
Cash & bank 4,184 5,128 8,928 14,927 Return ratios
Debtors 4,617 4,841 5,206 5,598 Return on assets (%) 16.8 18.0 19.0 19.7
Inventory 8,239 8,438 9,237 10,307 Return on equity (%) 37.6 36.2 33.5 32.7
Loans & advances 3,458 5,893 6,503 6,898 Return on capital employed (%) 25.7 25.5 26.0 26.7
Total current assets 20,498 24,301 29,873 37,729 Turnover ratios
Investments 4,825 6,319 6,319 6,319 Asset turnover (x) 3.0 3.0 3.0 3.3
Gross fixed assets 21,446 21,330 24,006 25,906 Sales/Total assets (x) 1.3 1.4 1.4 1.4
Less: Depreciation -5,033 -5,510 -6,435 -7,445 Sales/Net FA (x) 3.3 3.7 4.0 4.3
Add: Capital WIP 268 926 926 926 Working capital/Sales (x) 0.1 0.1 0.1 0.1
Net fixed assets 16,680 16,745 18,497 19,387 Fixed capital/Sales (x) 0.8 0.7 0.6 0.5
Total assets 42,243 47,602 54,929 63,668 Working capital days 20.4 36.3 32.7 28.6
Liquidity ratios
Current liabilities 13,355 13,060 14,611 16,384 Current ratio (x) 1.5 1.9 2.0 2.3
Total current liabilities 13,355 13,060 14,611 16,384 Quick ratio (x) 09 1.2 1.4 1.7
Non-current liabilities 11,689 13,177 12,114 12,387 Interest cover (x) 14.6 15.6 21.0 23.8
Total liabilities 25,044 26,237 26,724 28,771 Dividend cover (x) 3.1 3.2 3.3 3.2
Paid-up capital 1,742 1,743 1,743 1,743 Total debt/Equity (%) 65.1 59.2 41.1 33.2
Reserves & surplus 15,427 19,501 26,306 32,958 Net debt/Equity (%) 40.7 35.1 9.2 (9.8)
Shareholders’ equity 17,200 21,364 28,204 34,897 Valuation
Total equity & liabilities 42,243 47,601 54,928 63,668 PER (x) 47.1 39.5 32.4 26.8
Source: Company, PhillipCapital India Research Estimates Price/Book (x) 17.7 14.3 10.8 8.8
Yield (%) 0.7 0.8 0.9 1.2
EV/Net sales (x) 5.9 5.1 4.3 3.7
EV/EBITDA (x) 34.9 30.3 24.7 20.3
EV/EBIT (x) 34.9 30.3 24.7 20.3
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Disclosures and Disclaimers

PhillipCapital (India) Pvt. Ltd. has three independent equity research groups: Institutional Equities, Institutional Equity Derivatives and Private Client Group. This report has been prepared by
Institutional Equities Group. The views and opinions expressed in this document may or may not match or may be contrary at times with the views, estimates, rating, target price of the
other equity research groups of PhillipCapital (India) Pvt. Ltd.

This report is issued by PhillipCapital (India) Pvt. Ltd. which is regulated by SEBI. PhillipCapital (India) Pvt. Ltd. is a subsidiary of Phillip (Mauritius) Pvt. Ltd. References to "PCIPL" in this report
shall mean PhillipCapital (India) Pvt. Ltd unless otherwise stated. This report is prepared and distributed by PCIPL for information purposes only and neither the information contained herein
nor any opinion expressed should be construed or deemed to be construed as solicitation or as offering advice for the purposes of the purchase or sale of any security, investment or
derivatives. The information and opinions contained in the Report were considered by PCIPL to be valid when published. The report also contains information provided to PCIPL by third
parties. The source of such information will usually be disclosed in the report. Whilst PCIPL has taken all reasonable steps to ensure that this information is correct, PCIPL does not offer any
warranty as to the accuracy or completeness of such information. Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and PCIPL does not
accept any liability as a result. Securities and Derivatives markets may be subject to rapid and unexpected price movements and past performance is not necessarily an indication to future
performance.

This report does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. Investors must
undertake independent analysis with their own legal, tax and financial advisors and reach their own regarding the appropriateness of investing in any securities or investment strategies
discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. In no circumstances it be used or considered as an offer to
sell or a solicitation of any offer to buy or sell the Securities mentioned in it. The information contained in the research reports may have been taken from trade and statistical services and
other sources, which we believe are reliable. PhillipCapital (India) Pvt. Ltd. or any of its group/associate/affiliate companies do not guarantee that such information is accurate or complete
and it should not be relied upon as such. Any opinions expressed reflect judgments at this date and are subject to change without notice

Important: These disclosures and disclaimers must be read in conjunction with the research report of which it forms part. Receipt and use of the research report is subject to all aspects of
these disclosures and disclaimers. Additional information about the issuers and securities discussed in this research report is available on request.

Certifications: The research analyst(s) who prepared this research report hereby certifies that the views expressed in this research report accurately reflect the research analyst’s personal
views about all of the subject issuers and/or securities, that the analyst have no known conflict of interest and no part of the research analyst’s compensation was, is or will be, directly or
indirectly, related to the specific views or recommendations contained in this research report. The Research Analyst certifies that he /she or his / her family members does not own the
stock(s) covered in this research report.

Independence: PhillipCapital (India) Pvt. Ltd. has not had an investment banking relationship with, and has not received any compensation for investment banking services from, the subject
issuers in the past twelve (12) months, and PhillipCapital (India) Pvt. Ltd does not anticipate receiving or intend to seek compensation for investment banking services from the subject
issuers in the next three (3) months. PhillipCapital (India) Pvt. Ltd is not a market maker in the securities mentioned in this research report, although it or its affiliates may hold either long or
short positions in such securities. PhillipCapital (India) Pvt. Ltd does not hold more than 1% of the shares of the company(ies) covered in this report.

Suitability and Risks: This research report is for informational purposes only and is not tailored to the specific investment objectives, financial situation or particular requirements of any
individual recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for certain investors. Each investor must make its own determination as to the
appropriateness of any securities referred to in this research report based upon the legal, tax and accounting considerations applicable to such investor and its own investment objectives or
strategy, its financial situation and its investing experience. The value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by
other financial, economic or political factors. Past performance is not necessarily indicative of future performance or results.

Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that PCIPL and the research analyst believe to be reliable, but neither PCIPL nor
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opinions as of the date appearing on this material and are subject to change without notice. Furthermore, PCIPL is under no obligation to update or keep the information current.

Copyright: The copyright in this research report belongs exclusively to PCIPL. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, in whole
orin part, is permitted without the PCIPL’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its entirety.

Caution: Risk of loss in trading in can be substantial. You should carefully consider whether trading is appropriate for you in light of your experience, objectives, financial resources and other
relevant circumstances.

For U.S. persons only: This research report is a product of PhillipCapital (India) Pvt Ltd. 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 PhillipCapital (India) Pvt Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities andExchange 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.
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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
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