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Top takeaways from Q1FY17  
 Revenue growth at 12.5% yoy was ahead of our/street estimates 
 Volume growth at 6% yoy with domestic volume growth of 5% yoy was in line; pricing 

growth continued to be robust at 6% yoy 
 Market share in Tooth paste recovered 60bps qoq to 55.9%; Tooth brush share 

improved 100 bps qoq to 46.8% 
 Gross margins rose 240bps yoy and surprised positively 
 EBIDTA margins shrunk 160bps yoy on higher ad spends and EBITDA growth missed 

estimates 
 

Other highlights: 
 Tooth paste category volume growth has recovered to 5% yoy in Q1FY17 vs. 0.8%/-2.6% 

in 2015/2014 
 It is expanding its rapidly growing natural segment to meet consumer needs with two 

new launches - Colgate Sensitive Clove and Colgate Cibaca Vedshakti 
 Innovations like Colgate Sensitive Clove and Colgate A1 Toothbrush have contributed to 

growth 
 Colgate Sensitive Clove is its first sensitivity toothpaste with natural ingredients and 

provides protection against sensitivity 
 Colgate Cibaca VedShakti is its new natural toothpaste with power of six natural 

ingredients and helps in keeping teeth healthy and problem-free for long. 
 Advertising expenses increased significantly by 24% yoy (which we believe is due to 

higher competitive activity) 
 
Maintain Buy recommendation: We have raised our PAT estimates for FY17/18 by 2% each 
incorporating recovery in growth and lower input prices offset by rise in ad spends. We 
maintain our Buy recommendation as the company’s consistent focus on new product 
innovations and ‘Naturals’ category will yield sustainable results. Also the toothpaste 
category growth has accelerated and Colgate’s market share losses have bottomed out – 
indicating that the company is headed towards a strong revival. The company has 
historically traded at 5% premium to sector. With a sector target multiple of 38x, we value 
the company at 40x our FY18E earnings (35x earlier) at Rs 1110 (earlier Rs 960) and maintain 
Buy.    

 
 
 

Buy (Maintain) 
CMP RS 1010 / TARGET RS 1110 
(+10%) 

COMPANY DATA 

O/S SHARES (MN) : 272 

MARKET CAP (RSBN) : 255 

MARKET CAP (USDBN) : 4 

52 - WK HI/LO (RS) : 1029 / 788 

LIQUIDITY 3M (USDMN) : 3.9 

PAR VALUE (RS) : 1 

SHARE HOLDING PATTERN, % 

 Jun 16 Mar 16 Dec 15 

PROMOTERS : 51.0 51.0 51.0 

FII / NRI : 16.3 16.3 18.4 

FI / MF : 8.3 8.0 6.0 

NON PRO : 1.9 1.2 1.1 

PUBLIC & OTHERS : 22.5 23.5 23.5 

Key Financials 

Rs mn FY16E FY17E FY18E 

Net Sales 41,323 46,496 53,300 

EBIDTA 9,315 10,850 12,518 

Net Profit 6,080 6,553 7,555 

EPS, Rs 22.4 24.1 27.8 

PER, x 45.2 41.9 36.4 

EV/EBIDTA, x 29.2 25.0 21.6 

ROE, %  59.6 51.1 47.7 

CHANGE IN ESTIMATES 

 

__Revised Est. __ __% Revision__ 

Rs bn FY17E FY18E FY17E FY18E 

Revenue 46,496 53,300 1 2 

EBITDA 10,850 12,518 2 2 

Core PAT 6,553 7,555 2 2 

EPS (Rs) 24.1 27.8 2 2 
 
Naveen Kulkarni and Jubil Jain 
 

(Rs mn) Q1FY17 Q1FY16 yoy 

growth % 

*PC yoy growth 

estimates 

Comments 

Volume growth (% yoy) 6.0 2.3 370 bps 6.0 Volume growth surprised positively 

Price growth (%yoy) 6.0 6.5 -150 bps 5.0  

Net Sales 11,415 10,147 12 11  

Gross Profits 7,593 6,506 17 12  

Gross Margin (%) 66.5 64.1 240 bps 53 bps  

Staff costs 739 640 16 9 Staff costs were higher than expected 

Ad spends 1,556 1,256 24 11 Ad spends higher on high competitive intensity 

Other operating expenses 1,901 1,735 10 12  

EBITDA 2,113 2,038 4 14 Missed estimates on higer ad spends 

EBITDA margin (%) 18.5 20.1 -158 bps 49 bps  

PBT 1,897 1,553 22 36  

Tax rate (%) 33.7 25.3 839 bps 22 bps  

Reported PAT 1,257 1,159 8 36  
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Financials 
 

Income Statement 
Y/E Mar, Rs mn FY15E FY16E FY17E FY18E 

Net sales 39548 41323 46496 53300 

Growth, % 11.6 4.5 12.5 14.6 

Other income 272 301 338 379 

Total income 39819 41624 46834 53679 

Raw material expenses -14677 -14953 -16422 -18706 

Employee expenses -2589 -2698 -2981 -3349 

Other Operating expenses -14331 -14659 -16581 -19106 

EBITDA (Core) 8222 9315 10850 12518 

Growth, % 23.8 13.3 16.5 15.4 

Margin, % 20.8 22.5 23.3 23.5 

Depreciation -750 -1114 -1311 -1513 

EBIT 7472 8200 9539 11005 

Growth, % 21.8 9.7 16.3 15.4 

Margin, % 18.9 19.8 20.5 20.6 

Interest paid 0 0 0 0 

Other Non-Operating Income 332 396 389 441 

Pre-tax profit 7803 8597 9928 11446 

Tax provided -2214 -2516 -3376 -3892 

Profit after tax 5589 6080 6553 7555 

Net Profit 5589 6080 6553 7555 

Growth, % 16.4 8.8 7.8 15.3 

Net Profit (adjusted) 5589 6080 6553 7555 

Unadj. shares (m) 272 272 272 272 

Wtd avg shares (m) 272 272 272 272 

 
 
Balance Sheet 
Y/E Mar, Rs mn FY15E FY16E FY17E FY18E 

Cash & bank 2,545 2,883 3,285 4,130 

Debtors 696 1,015 1,160 1,449 

Inventory 2,522 2,927 3,102 3,765 

Loans & advances 1,657 1,445 1,626 1,864 

Total current assets 7,420 8,270 9,173 11,209 

Investments 371 301 301 301 

Gross fixed assets 12,829 15,773 19,273 23,273 

Less: Depreciation -5,013 -5,691 -7,002 -8,515 

Add: Capital WIP 1,412 784 784 784 

Net fixed assets 9,227 10,865 13,055 15,542 

Total assets 0 0 0 0 

 

16,993 19,221 22,313 26,836 

Current liabilities 9,290 9,025 9,496 10,997 

Total current liabilities 9,290 9,025 9,496 10,997 

Total liabilities 9,290 9,025 9,496 10,997 

Paid-up capital 136 272 272 272 

Reserves & surplus 7,567 9,924 12,545 15,567 

Shareholders’ equity 7,703 10,196 12,817 15,839 

Total equity & liabilities 16,993 19,221 22,313 26,836 

 

Source: Company, PhillipCapital India Research  Estimates 

Cash Flow 
Y/E Mar, Rs mn FY15E FY16E FY17E FY18E 

Pre-tax profit 7,803 8,597 9,928 11,446 

Depreciation 750 1,114 1,311 1,513 

Chg in working capital 20 -777 -30 311 

Total tax paid -2,010 -2,325 -3,376 -3,892 

Cash flow from operating activities  6,563 6,609 7,833 9,378 

Capital expenditure -3,004 -2,752 -3,500 -4,000 

Chg in investments 0 70 0 0 

Cash flow from investing activities -3,004 -2,682 -3,500 -4,000 

Free cash flow  3,559 3,927 4,333 5,378 

Equity raised/(repaid) 0 0 0 0 

Debt raised/(repaid) 0 0 0 0 

Dividend (incl. tax) -3,884 -3,274 -3,932 -4,533 

Cash flow from financing activities  -3,884 -3,274 -3,932 -4,533 

Net chg in cash  -325 653 402 846 

 
 
Valuation Ratios 

 

FY15E FY16E FY17E FY18E 

Per Share data 
    EPS (INR) 20.6 22.4 24.1 27.8 

Growth, % 16.4 8.8 7.8 15.3 

Book NAV/share (INR) 28.3 37.5 47.1 58.2 

FDEPS (INR) 20.6 22.4 24.1 27.8 

CEPS (INR) 23.3 26.5 28.9 33.3 

CFPS (INR) 22.9 22.8 27.4 32.9 

DPS (INR) 12.0 10.0 12.0 13.9 

Return ratios 
    Return on assets (%) 35.1 33.6 31.6 30.7 

Return on equity (%) 72.6 59.6 51.1 47.7 

Return on capital employed (%) 81.6 67.9 56.9 52.7 

Turnover ratios 
    Asset turnover (x) 10.7 6.9 5.6 5.1 

Sales/Total assets (x) 2.5 2.3 2.2 2.2 

Sales/Net FA (x) 4.9 4.1 3.9 3.7 

Working capital/Sales (x) (0.1) (0.1) (0.1) (0.1) 

Fixed capital/Sales (x) 0.2 0.3 0.3 0.4 

Working capital days (40.7) (32.1) (28.3) (26.8) 

Liquidity ratios     

Current ratio (x) 0.8 0.9 1.0 1.0 

Quick ratio (x) 0.5 0.6 0.6 0.7 

Dividend cover (x) 1.7 2.2 2.0 2.0 

Net debt/Equity (%) (33.0) (28.3) (25.6) (26.1) 

Valuation     

PER (x) 49.1 45.2 41.9 36.4 

Price/Book (x) 35.7 26.9 21.4 17.3 

Yield (%) 1.2 1.0 1.2 1.4 

EV/Net sales (x) 6.9 6.6 5.8 5.1 

EV/EBITDA (x) 33.1 29.2 25.0 21.6 

EV/EBIT (x) 36.4 33.1 28.5 24.6 
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Stock Price, Price Target and Rating History 

 
 
 
 

Rating Methodology 
We rate stock on absolute return basis. Our target price for the stocks has an investment horizon of one 
year.  
 

Rating Criteria Definition 

BUY >= +15% Target price is equal to or more than 15% of current market price 

NEUTRAL -15% > to < +15% Target price is less than +15% but more than -15% 

SELL <= -15% Target price is less than or equal to -15%. 
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Disclosures and Disclaimers 
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This report has been prepared by Institutional Equities Group. The views and opinions expressed in this document may, may not match, or may be contrary at 
times with the views, estimates, rating, and 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 the 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 of future performance. 

This report does not regard 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 conclusions 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 realised. Under no circumstances can it be used or considered as an offer to sell or as a solicitation of any offer to buy or sell the 
securities mentioned within it. The information contained in the research reports may have been taken from trade and statistical services and other sources, 
which PCIL believe is 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(s) 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.  

Additional Disclosures of Interest: 
Unless specifically mentioned in Point No. 9 below: 
1. The Research Analyst(s), PCIL, or its associates or relatives of the Research Analyst does not have any financial interest in the company(ies) covered in 

this report. 
2. The Research Analyst, PCIL or its associates or relatives of the Research Analyst affiliates collectively do not hold more than 1% of the securities of the 

company (ies)covered in this report as of the end of the month immediately preceding the distribution of the research report. 
3. The Research Analyst, his/her associate, his/her relative, and PCIL, do not have any other material conflict of interest at the time of publication of this 

research report. 
4. The Research Analyst, PCIL, and its associates have not received compensation for investment banking or merchant banking or brokerage services or for 

any other products or services from the company(ies) covered in this report, in the past twelve months. 
5. The Research Analyst, PCIL or its associates have not managed or co-managed in the previous twelve months, a private or public offering of securities for 

the company (ies) covered in this report. 
6. PCIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party, in 

connection with the research report. 
7. The Research Analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Research report. 
8. The Research Analyst and PCIL has not been engaged in market making activity for the company(ies) covered in the Research report. 
9. Details of PCIL, Research Analyst and its associates pertaining to the companies covered in the Research report: 
 

Sr. no. Particulars Yes/No 

1 Whether compensation has been received from the company(ies) covered in the Research report in the past 12 months for 
investment banking transaction by PCIL 

No 

2 Whether Research Analyst, PCIL or its associates or relatives of the Research Analyst affiliates collectively hold more than 1% of the 
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No 
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No 

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 
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of the securities covered in the 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. 
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