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KEY HIGHLIGHTS

1. RESULTS OVERVIEW: CMP -577

= Marico Q1FY24 consolidated revenues came in at 2477 Cr, down 3.2% YoY TARGET - 667(+15.6%)
and 10.6% QoQ.

= PBIDT (Ex-Ol) for Q1FY24 stood at X574 Cr, up 8.7% YoY and up 46.1% QoQ.

RECOMMENDATION - BUY

= PBIDTM (Ex-Ol) for Q1FY24 came at 23.2%, +260 bps YoY and +570 bps Industry Consumer Food
QoQ. NSE CODE MARICO

= PAT (Ex-Ol) for Q1FY24 stood at X390 Cr, up 8.3% YoY and up 64.6% QoQ. BSE CODE 531642

= Domestic volume growth was 3% YoY lower than expected due to one-off Market Cap (X Cr) 74,619
factors. Shares Outstanding (in Cr) 129.3

2. MANAGEMENT COMMENTARY: 52 wk High/Low () 582/463

= Expect a gross margin expansion of 200-300 bps in FY24. P/E 25

= Revenue growth to be positive in H2FY24. :;cB;IValue ®) 1963

= Food business to cross X850 Cr in FY24. Book Value (%) 25.4

= Expect pro.flt mgrglns to improve in coming quarters on further softening of EPS (FY23) (%) 101
raw material prices. Dividend Yield (%) 0.8

= Expect 13%-15% revenue growth on the back of 8%-10% domestic volume Debt / Equity 0.2
growth and double-digit constant currency growth in the international Interest Coverage 29.8
business.

= The management expects operating margin to move up by more than 150
bps in FY24 with easing raw material prices, aggressive cost management SHAREHOLDING PATTERN
and a more favourable portfolio mix.

3. CONCALL SUMMARY Jun23  Mar23 Dec22

= Domestic volume was up amid weak rural demand. Promoters 2942 59.42 29.48

= Volume to pick up in H2FY24, margin headwinds are waning. MF/ DIl 3.29 3.17 2.88

= Foods & Digital brands scaling well and volume recovery a key catalyst for Fil/FPI 24.96 24.97 25.07
FY24. Retail & Others 5.32 5.52 5.57

* The company expects a gradual volume recovery, especially in the rural ::::;:;" 0.13 0.13 0.13

regions.

=  The volume remained subdued due to one-off channel inventory
adjustments on account of destocking by trade in Saffola Qils owing to a
sharp fall in the vegetable oil prices. However, the offtake growth remained
healthy as ~85% of the portfolio either sustained or gained market share

FINANCIAL SNAPSHOT (X Cr)

and penetration on MAT basis. Y/E March 2023 2024E 2025E
Crore
4. VALUATION AND OUTLOOK: Sales 9764 11228 12912
The company is aiming 13%-15% revenue growth on the back of 8%-10% Sales Gr. (%) 2.6 15 15
. EBITDA 1810 2200 2647
domestic volume growth. EBITDA % 177 196 205
With a strong growth outlook, we initiate a “BUY” rating on the stock and PAT 1322 15(')1 1720
value the stock at 13.3xFY25 EPS to arrive at the target of 667. EPS (%) 1041 116 133
EPS Gr. (%) 6.34 15.3 14.6
Valuation
P/E (x) 55 53 50

Historical & Industrial Val Ratios

Historical P/E 54.85
Industry P/E 59.41
Historical P/B 17.8
Industry P/B 14.0
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Revenue Mix (FY23)

Domestic Business (77%) International Business (23%)

H Coconut Oil H Bangladesh

H Saffola Franchise: H South East Asia

Refined Edible Oil

il Saffola Franchise: M MENA

Foods

H Value Added Hair H South Africa

oil
i New Country

Developments and
Exports

i Premium Personal
care

QUARTERLY PERFORMANCE (CONSOLIDATED) (X Cr)
Y/E March FY22 FY23 FY24 "
Q3 Q4 Q1 Q2 Q3 Q4 Qi Q2E* FY23 FY24E
Net sales 2407 2161 2558 2496 2470 2240 2477 2807 9764 11228
YoY change (%) 13.4 7.4 1.31 3.2 2.6 3.7 -3.2 12.5 2.7 15
Total Expenditures 1976 1815 2030 2063 2014 1847 1903 2255 7954 9027
EBITDA 431 348 528 433 456 393 574 550 1810 2200
YoY growth (%) 4.4 8.5 9.8 24 5.8 13.6 8.7 27 9.8 22
Margins (%) 18 16.0 20.6 17.3 18.5 17.5 23.2 19.6 17.7 19.6
Depreciation 36 37 36 37 39 43 36 40 155 160
Interest 10 11 10 15 14 17 17 17 56 65
Other income 22 24 17 19 40 68 46 39 144 150
PBT 407 322 499 400 443 401 567 495 1743 1975
Rate (%) 22 20 24 23 25 24 23 24 24 24
Tax 90 65 122 93 110 96 131 119 421 474
Adjusted PAT 317 257 377 307 333 305 436 376 1322 1501
EPS in Rs 2.40 1.94 2.87 2.33 2.54 2.34 3.30 291 10.1 11.6

Source: Company, Hem Securities Research.
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INDUSTRY OVERVIEW

Since the outbreak of the COVID-19 pandemic, immunity boosting
foods and supplements, organic, superfood-based, nutritious,

KEY PLAYERS in FMCG space

natural products are gaining traction. Bajaj L 961
= |ncreasing smartphone and internet penetration is helping people Consumer Care 3,269
in rural areas easily access online shopping. Digitization is
increasingly becoming a priority for FMCG brands as customers Emami 3406
interact with brands across multiple online and offline channels. Bl 20155
=  Besides, it also allows FMCG brands to engage better with their
customers and convert one-time buyers into repeat customers. Marico 2/64 74.463
=  Rural demand bottomed out with sales returning to the positive ’
growth path in Q4FY2023. With price inflation stabilizing and a 11530
decline in key input prices, managements of most companies are Dabur India 1,00,173
confident of witnessing a gradual pick-up in rural demand in the
quarters ahead. Godrej 13316
. Consumer
= Moreover, expectation of a well spread-out monsoon and the Products — 1,05,395
government offering some incentives prior to the budget might
provide some boost to rural sentiments in the coming quarters.
= |n FY2024, revenue growth is expected to be volume-led growth Sales W M.cap
with companies focusing on passing on the benefits of the decline
in input cost to customers in the coming quarters.
=  The drop in input prices will drive gross margins in the coming
quarters. Despite higher media spends, OPM is expected to remain
high on a y-o-y basis in the near term.
PEER PERFORMANCE (X Cr)
Particulars . Godrej Dabur India Bajaj .
Marico Ltd. Consumer Ltd Consumer Emami Ltd.
Products Ltd. ) Care Ltd.
Market Cap 74,463 1,05,395 1,00,173 3,269 20,155
Net Sales 9,764 13,316 11,530 961 3,406
EBITDA 1,810 2,443 2,160 139 863
PAT 1,302 1,702 1,707 139 640
EBITDA MARGIN % 18 18 20 19 27
PAT MARGIN % 12 12 13 14 18
ROCE % 45 17 24 21 29
ROE % 37 13 20 17 29
P/ETTM 55 62 58 23 32
P/BTTM 18 8 11 4 10
Current Ratio 13 11 0.97 13 1.6
Dividend Yield % 0.8 0.0 0.9 2.2 1.6
Int Coverage 29.8 11.7 259 174 105
EPS TTM(X) 10.5 16.4 9.8 9.6 16.0
3Y Sales CAGR% 10 10 10 4 9
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STORY IN CHARTS

Revenue & Revenue Growth EBITDA & EBITDA Margin
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INVESTMENT RATIONALE:

Marico is a leading player in the domestic hair and wellness market with a leadership position in categories such as
coconut oil (¥62% market share), value-added hair oil (~28% market share), and Parachute Rigids within coconut oil
(~*53% market share)..

In recent times, the company has entered into niche categories such as male grooming, premium hair nourishment, and
healthy foods, which will not only improve the company’s revenue growth trajectory but would also help in boosting
margins in the long run due to their premium nature.

Consistent innovations, wide distribution network, and expansion in new-age channels like modern trade and e-
commerce would be key platforms to achieve good growth in the near term.

Marico has entered into definitive agreements to acquire upto 58% of the paid-up share capital of Satiya Nutraceuticals
on a fully diluted basis, the company which owns the brand 'The Plant Fix- Plix'- a leading plant-based nutrition brand with
a strong presence in the rapidly growing health & wellness segment.

They further aim to build this portfolio a key growth driver in the Serums and Male Grooming portfolios. Also, by
sustaining the pace of their digital transformation journey by leveraging the capabilities and scaling of the overall
business, thereby gradually ramping up the current portfolio of digital-first brands.

The International business has consistently been delivering a resilient performance despite macroeconomic challenges in
some of the geographies.

The company holds its medium-term aspiration of delivering 13-15% revenue growth on the back of 8-10% domestic
volume growth and double-digit constant currency growth in the International business. The company will aim to
maintain consolidated operating margin above the threshold of 19% over the medium term.

In Foods, they aim to step up the pace of growth across their franchises and cross the 850 cr revenue mark in FY24 on
the back of continued innovation, focused distribution initiatives and market development.

RISK / NEGATIVE FACTORS:

Demand slowdown: A slowdown in key product categories would affect overall demand and revenue growth.

Higher input prices: A significant increase in prices of key raw materials such as copra (~40% of input costs) would affect
profitability and earnings growth.

Increased competition in highly penetrated categories: Increased competition in highly penetrated categories such as
VAHO and edible oils would threaten revenue growth.

COMPANY RECAP

Marico is one of India’s leading consumer products companies in the domestic hair and wellness market. Marico is
present in the categories of hair care, skin care, edible oils, health foods, and male grooming, with a vast portfolio of
brands such as Parachute, Saffola, Hair & Care, Nihar, Livon, Kaya Youth, and Coco Soul.

The company is currently present in 25 countries across emerging markets of Asia and Africa, including Middle East,
Bangladesh, Vietnam, Egypt, and South Africa, which constitute 23% of the total revenue. The company has a retail reach
of over 5 million outlets in the domestic market. The company has 8 factories that are strategically located in India.
Marico is a leading player in the domestic hair and wellness market with a leadership position in categories such as
coconut oils (¥62% market share), value-added hair oils (~¥28% market share), and Parachute Rigids within coconut oils
(~53% market share).

The company has a three-pronged strategy of driving growth through key categories, innovations/entrance into the
niche category, and scaling up its presence in international geographies. In recent times, the company has entered into
niche categories such as male grooming, premium hair nourishment, and healthy foods.
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ANNUAL PERFORMANCE

Financials & Valuations

Income Statement (X Cr)
Y/E March 2020 2021 2022 2023 2024E 2025E
Revenue from operations 7,315 8,048 9,512 9,764 11,228 12,913
Growth YoY (%) -0.3 10 18.2 2.7 15% 15%
Total Expenditure 5,849 6,460 7,834 7,954 9,027 10,265
(%) of sales 79.96 80.3 82.4 81.5 80.4 79.5
EBITDA 1,466 1,588 1,678 1,810 2,200 2,647
EBITDA Growth (%) 11.5 5.8 5.6 9.8 22% 20%
EBITDA Margin (%) 19.8 19.0 16.9 17.7 19.6% 20.5%
Depreciation 140 139 139 155 160.6 167.9
EBIT 1,424 1,557 1,640 1,799 2,040 2,479
EBIT Growth (%) 9.8 9.3 5.3 9.7 13% 22%
Net Interest Expenses 50 34 39 56 65 60
Other Income 127 97 101 144 150 155
Earnings before Taxes 1,374 1,523 1,601 1,743 1,975 2,264
EBT Margin (%) 17.1 17.2 15.2 15.8 18% 18%
Tax-Total 331 324 346 421 474 543
Rate of tax (%) 24.1 21.3 21.6 24.2 24 24
Net Profit 1,043 1,199 1,255 1,322 1,501 1,720
PAT Growth (%) -7.8 15.0 4.7 5.3 14% 15%
PAT Margin (%) 13.0 13.6 11.9 12.0 13.4% 13.3%
Minority Interest 22 27 -30 220 0.0 0.0
Adjusted PAT 1,021 1,172 1,225 1,302 1,501 1,720
EPS 7.9 9.1 9.5 10.1 11.6 13.3
EPS Growth (%) -8.4 14.8 4.5 6.3 15.3% 14.6%

Balance Sheet

Y/E March 2020 2021 2022 2023
Share Capital 129 129 129 129
Reserves 2894 3111 3219 3670
Net Worth 3023 3240 3348 3799
Borrowings 338 511 479 608
Other Liabilities 1,603 1,675 1,850 2,393
Total Liabilities & Equity 4,964 5,426 5,677 6,800
Fixed Assets 1,396 1,612 1,760 2,246
CWIP 58 24 39 67
Investments 733 854 828 1,096
Other Assets 2,777 2,936 3,050 3,391
Total Assets 4,964 5,426 5,677 6,800

Source: Company, Hem Securities Research.
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Ratios
Y/E March (Basic (INR) 2020 2021 2022 2023
Profitability and return ratios
Net profit margin (%) 12.9 13.5 11.9 12.0
EBITDA margin (%) 19.8 19.0 16.9 17.7
EBIT margin (%) 17.7 17.6 15.5 16.3
ROE (%) 35.0 38.6 38.4 37.4
ROCE (%) 42.6 44.8 45.0 45.2
Working Capital & liquidity ratios
Payables (Days) 107.6 100.0 92.7 107.7
Inventory (Days) 63.2 51.7 43.9 43.7
Receivables (Days) 23.9 19.1 18.0 27.6
Current Ratio (x) 1.8 1.7 1.6 1.6
Valuations Ratios
EV/sales (x) 4.9 6.5 6.8 6.3
EV/EBITDA (x) 22.3 31.2 36.4 31.5
P/E (x) 34.7 453 53.0 47.5
P/BV (x) 11.8 16.5 19.6 16.5
Dividend Yield (%) 2.5 1.8 1.8 0.9
Return on Assets (%) 21.9 23.7 23.0 21.3
Leverage Ratio
Debt/Equity (x) 0.1 0.1 0.1 0.1

Cash Flow Statement

Y/E March 2020 2021 2022 2023
CF from Operating activities (A) 1,214 2,007 1,016 1,419
CF from Investing Activities (B) -39 -938 425 -929
CF from Financing Activities (C) -1,147 -1,058 -1,290 -560
Net Cash Flow 28 11 151 -70
Add: Opening Bal. 48 93 109 276
Closing Balance 93 109 276 207

Source: Company, Hem Securities Research.

Hem Securities Research 7



Building your wealth through values RepOI’t Type: QlFY24 Result
Sector: FMCG
Date —28th July 2023

1% Hem Securities . ‘ MARICO LTD

BROKING | INVESTMENT BANKING | RESEARCH |

DISTRIBUTION | DEPOSITORY | PMS m a rl C O

RATING CRITERIA

INVESTMENT RATING EXPECTED RETURN
BUY >=15%
ACCUMULATE 5% to 15%

HOLD 0to 5%

REDUCE -5%to 0

SELL <-5%

RECOMMENDATION SUMMARY

DATE RATING TARGET
8/8/23 BUY (++15.6%)

DISCLAIMER

HEM Securities Limited (“Research Entity or HSL”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the
business of broking, depository services and other related activities. Broking services offered by HEM Securities Limited are under SEBI Registration
No.: INZ000168034.

This Report has been prepared by HEM Securities Limited in the capacity of a Research Analyst having SEBI Registration No. INH100002250 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. 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 the securities of companies 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. This
should not be construed as invitation or solicitation to do business with HSL. 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
HSL 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. HSL reserves the right to make modifications and alterations to this
statement as may be required from time to time. HSL 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. HSL is committed to providing
independent and transparent recommendation to its clients. Neither HSL 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.

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.
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HSL 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 thereof, of company(ies), 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.

Investments in securities market are subject to market risks, read all the related documents carefully before investing.

ANALYST CERTIFICATION/ DISCLOSURE OF INTEREST

Name of the Research Analyst: AARUSHI LUNIA

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.

SN Particulars Yes/No
1. Research Analyst or his/her relative’s or HSL’s financial interest in the subject company(ies) No
2. Research Analyst or his/her relative or HSL’s actual/beneficial ownership of 1% or more securities of the subject No

company(ies) at the end of the month immediately preceding the date of publication of the Research Report

3. Research Analyst or his/her relative or HSL has any other material conflict of interest at the time of publication No
of the Research Report

4. Research Analyst has served as an officer, director or employee of the subject company(ies) No
5. HSL has received any compensation from the subject company in the past twelve months No
6. HSL has received any compensation for investment banking or merchant banking or brokerage services from the  No

subject company in the past twelve months

7. HSL has received any compensation for products or services other than investment banking or merchant No
banking or brokerage services from the subject company in the past twelve months

8. HSL has received any compensation or other benefits from the subject company or third party in connection No
with the research report

9. HSL has managed or co-managed public offering of securities for the subject company in the past twelve months  No

10. Research Analyst or HSL has been engaged in market making activity for the subject company(ies) No

Since HSL and its associates are engaged in various businesses in the financial services industry, they may have financial interest or may have
received compensation for investment banking or merchant banking or brokerage services or for any other product or services of whatsoever
nature from the subject company(ies) in the past twelve months. Associates of HSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.

There were no instances of non-compliance by HSL on any matter related to the capital markets, resulting in significant and material disciplinary
action during the last three years.
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