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Company Background and Business Model Important Statistics
Jyothy Labs Ltd. is a fast moving consumer goods (FMCG) company founded by Mr. M M.Cap (Zcrs) Z5,104
P Ramachandran in 1983. Over years, Jyothy has evolved from a single product 52 Week H/L (%) 7185/386
company into a multi-product company. It is the largest player in the fabric whitener NSE Code JYOTHYLAB
space. The company’s business divisions are Fabric Care (41%), Dishwashing (33%), BSE Code 532926
Personal care (11%), Household Insecticide (11%) and Laundry services (2%). JLL's
manufacturing units are strategically present across India to maintain a lower logistics
cost. It has 26 manufacturing facilities across 22 location and has a distribution
network comprising of 6,100 stockists.
Product Portfolio
(%crs)
Sales in New Product Market
Category L FY20 Launched Share (FY20) IS
- 7S - —
Ujala Ujala Fast Wash in a 82% It cqntlnue t(? focus on ext'end_lng_lts
. Henko, Mr. - ] dominant position by premiumisation,
Fabric Care . 708 new packaging design 11% 5 year .
White and launched CAGR arowth developing new markets and
More Light 9 strengthening existing ones
5 -
Dishwashing Exo !Bar 567 Exo Super Gel 11.20% Push for affordable smaller packs will help
Pril 16% reach more consumers and sales
Margo Neem Face 7.5% 5 year s -
Personal Margo 2180 Wash, Margo Hand CAGR growth Prioritizing supply c_>f Margo Hand Sanitizer
Care " to states with higher COVID-19 case
Neem, Fa Wash, Margo Sanitize
Maxo A 0
House:h_o id Grade g181 20 Increasing footprint with innovation
Insecticides -
Maxo Genius 8%

Performance in Q1FY21 — Sales grew by 3% YoY on the back of 6.1% volume growth. The household insecticide category grew
151%, dishwashing by 17% while fabric care declined by 24%. The dishwashing segment (36 percent of total revenues) grew mainly
due to increased consumption of food at home. The household insecticide grew sharply because of a lower base last year. Jyothy also
saw healthy growth in the sales of coils, liquid vaporisers. Rural demand is strong on the back of reverse migration, higher spend from
the government and good monsoons. JLL generates around 40 percent of sales from rural areas which will drive growth.
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Investment Rationale Financials
(¥ crs)

> Backed by a diverse portfolio to address all opportunities and | Particulars FY19 FY20
challenges ahead — JLL has a wide basket of products marketed under six = Revenues 1,814 1,711
power brands that cater to diverse household requirement — Ujala and Henko in EBITDA 281 251
the fabric care, Exo and Pril in the dish-wash segment, Maxo in the household EBITDA Margin (%) 15.5 14.7
insecticides, and Margo in the personal care. Its flagship brand Ujala enjoys a  Net Profit 198 163
leading market position in the fabric whitener space and its Exo and Pril brands  EPS () 5.4 4.4
together enjoy the second position in the dishwashing bar and liquid category. ~ ROE (%) 15.5 13.9
This makes them relatively non-discretionary in nature and hence create steady ROCE (%) 20.5 16.9
order flow. The increasing demand for these products and the company’s P/E (x) 257 316
. A . , EV/EBITDA (x) 22.0 13.3
aggressive marketing initiatives would be key drivers for the brand’s performance. P/BV (x) 51 )8

> Improvement in margin though sales growth has been subdued — The Source: Company Data, Way2Wealth Inst Equity
revenue growth for the company has been sluggish around 2% CAGR during fiscal
2016-2020 which is in-line with average sales CAGR of peers. However, the
margins during the same period has steadily improved from 13.9% to 15.5% in
FY19. Further sharp correction in crude prices also augurs well for JLL's gross

margin as ~40% of the raw material basket is crude or crude derivative.
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> Reduction in Debt to drive profitability growth and return ratio
improvement — Borrowings has reduced from I451crs in FY16 to ¥337crs in
FY20. JLL’s interest cost has reduced by 12% CAGR over five year (FY16-20).
Interest cost as a % of sale reduced from 4% in FY16 to 2% in FY20. JLL's Debt-
Equity ratio have also improved to 0.18x. The return ratio for the company have
increase steadily during the last five years. Dip in ROE in FY16 was due to one-off
tax related expenses. However, going ahead, incremental earnings would
improve ratio.
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Source: Company Data, Way2Wealth Inst Equity
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» Growth expected to accelerate — In FY20, JLL had several product launches -
two of them were in response to the need for hygiene products with the outbreak
of COVID-19. The company has already launched many new products over last
few years but distribution has been restricted to Kerala and 2-3 other states. The
recent innovations of T-Shine Toilet Cleaner, Maxo Agarbatti, Margo Facewash
with neem paste, Margo natural antibacterial Handwash and Margo Sanitizer with
neem extract poised well in current environment. Going ahead on the back of the
resurgent economy and enhanced rural consumption we expect revenue to grow
with decent rate.
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Story in Charts

Cost saving (as % of sales) in other overheads would be

invested in advertising and promotion spend

Robust volume growth in Q1FY21 as compared to FMCG
majors

22.2%

21.5%

20.9%

19.9%
19.5%
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Source: Company Data, Way2Wealth Inst Equity

Increase in institutional shareholding boosts confidence

Promoters pledging reduced to 9% in Jun20 from 25%

about growth prospects of the company: in Sep19.
Institutional Holding y
67.1%
3069 3048 o o0 62.9% 62.9% 62.9%
22.46 24.5% I
.8.5% .8.5% 8.5%
TEfeaaad A R]Y
532888 352888 &85 Sep-19 Dec-19 Mar-20 Jun-20

Source: Company Data, Way2Wealth Inst Equity

View

Solid branding, distribution and wide portfolio would help Jyothy labs to overcome
these COVID situation and JLL is in a sweet spot with majority of the portfolio tilted
towards essentials and hygiene products. Sharp correction in crude prices also
augurs well for JLL's gross margin as ~40% of the raw material basket is crude or

crude derivative.

Input cost savings coupled with interest and tax savings would

further drive PAT growth. At CMP Y139, Jyothy Labs Ltd is trading at PE of
31.6 times to its FY20 EPS of 4.4 which is at an about 20% discount to
average PE of FMCG majors. The stock’s relative under-performance and
rock bottom valuation in an overheated market presents good tactical
opportunities to investors. Hence we have a positive view on the stock.
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Consolidated Financials
(TCrs)
Q1FY21 Q1FY20 VAR Q4FY20 VAR FY20
Net Sales 432.9 422.5 2.5% 393.0 10.2% 1711.17
Other Income 4.0 4.9 -17.6% 4.6 -12.4% 20
TOTAL INCOME 436.9 427.4 2.2% 397.6 9.9% 1731.17
Total Raw Material Cost 232.9 217.3 7.2% 213.4 9.1% 900.92
Total Raw Material Cost % to Sales 53.8% 51.4% 4.6% 54.3% -0.9% 52.6%
Employee Cost 54.9 54.9 -0.1% 50.6 8.5% 219.33
Employee Cost % to Sales 12.7% 13.0% -2.5% 12.9% -1.5% 12.8%
Advertisement & Sales Promotion Expenses 19.9 33.7 -40.9% 35.6 -44.0% 122.71
Advertisement & Sales Promotion Expenses % of Sales 4.6% 8.0% -42.3% 9.1% -49.2% 7.2%
Other Expenses 48.8 51.0 -4.3% 52.9 -7.7% 217.13
Other Expenses % of Sales 11.3% 12.1% -6.6% 13.5% -16.2% 12.7% 2
TOTAL EXPENDITURE 356.4 356.9 -0.1% 3524 1.1% 1460.09 N
EBIDTA 76.5 65.6 16.6% 40.6 88.5% 251.08 i
EBIDTA Margin % 17.7% 15.5% 13.8% 10.3% 71.1% 14.7% :
Finance Costs 6.5 8.0 -19.4% 7.8 -17.1% 32.88 JjQ
PBDT 74.0 62.5 18.5% 37.4 98.1% 238.2 z
Depreciation, Ammortization & Impairment 13.1 12.5 4.6% 14.2 -7.6% 52.92 (:)-
PBT before Exceptional Items 61.0 50.0 22.0% 23.2 162.5% 185.28 c
Exceptional Items 38  -100.0% 0.0 - 3.78 o
PBT after Exceptional Items 61.0 46.2 31.9% 23.2 162.5% 181.5 1
Tax 11.0 8.8 24.5% -3.4 -426.2% 18.92 >
Tax Rate % 18.0% 19.0% -5.6% -14.5% -224.3% 10.9% p
Reported Profit After Tax 50.0 37.4 33.7% 26.6 88.1% 162.58 c
PAT Margin % 11.6% 8.9% 6.8% 9.5% A
Other Comprehensive Income (net of tax) -0.2 -0.1 81.8% -3.2 -2.71 ~
Total Comprehensive Income 49.8 37.3 33.5% 234 112.7% 159.87 g
“
Basic: o]
EPS 1.36 1.02 33.7% 0.72 4.43 (]
Equity 36.7 36.7 36.7 36.7 ,Q..
Face Value 1.0 1.0 1.0 1 g
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Consolidated Segmental
(TCrs)
Q1FY21 Q1FY20 VAR Q4FY20 VAR FY20
REVENUES
Revenue from Operations 432.9 4225 2.5% 393.0 10.2% 1711.17
Dishwashing 156.6 134.3 16.6% 127.1 23.2% 566.7
% Mix 36.2% 31.8% 32.3% 33.1%
Fabric Care 142.2 186.6 -23.8% 155.7 -8.7% 708
% Mix 32.9% 44.2% 39.6% 41.4%
Household Insecticides 63.6 25.3 151.1% 64.2 -0.9% 181.36
% Mix 14.7% 6.0% 16.3% 10.6%
Personal Care 60.0 59.7 0.4% 30.2 98.5% 180.42
% Mix 13.9% 14.1% 7.7% 10.5%
Laundry Service 3.2 9.9 -68.1% 9.6 -67.3% 41.26 2
% Mix 0.7% 2.3% 2.5% 2.49% g
Others 7.4 6.8 8.6% 6.2 19.5% 33.43
% Mix 1.7% 1.6% 1.6% 2.0% r.
Total Segment Revenue 432.9 422.5 2.5% 393.0 1711.17 ’g_
-~
Profit/Loss Before Interest and Tax 73.4 63.4 15.7% 36.7 241.33 (:)-
Margin % 17.0% 15.0% 9.3% 14.1% c
Dishwashing 32.5 16.1 101.9% 15.9 104.5% 79.74 g
Margin % 20.7% 12.0% 12.5% 14.1% 1
Fabric Care 31.5 36.8 -14.2% 28.0 12.7% 142.53 >
Margin % 22.2% 19.7% 18.0% 20.1% p
Household Insecticides (2.0) (5.2) -62.0% (6.9) -71.3% -16.44 c
—l o
Margin % -3.1% -20.9% -10.7% -9.1% (@)
Personal Care 153 184 -16.8% 47 226.2% 47.83 ~
Margin % 25.5% 30.8% 15.5% 26.5% ;E
Laundry Service (4.1) (2.3) 84.0% (3.7) 11.9% -10.15 o
Margin % -131.4% -22.8% -38.9% -24.6% (o]
Others 0.2 (0.4) -164.9% (1.3) -118.3% -2.18 g
Margin % 3.3% -5.5% -21.3% -6.5% [y
Less : Interest 6.5 8.0 -19.4% 7.8 -17.1% 32.88 <
Other Un-allocable Expenditure 7.5 7.1 4.9% 6.8 9.7% 28.52 0
Add : Other Income - 1.2 -100.0% 5.35
Extra-Ordinary Income/Expense (3.8) -3.78
Net Profit/Loss Before Tax 59.5 44.5 33.6% 23.2 156.2% 181.5

Source: Company Filing
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Disclaimer

Analyst Certification: |, Ashwini Sonawane, the research analyst and author of this report, hereby certify that the views expressed in this research
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence
and objectivity in making any recommendations.

It is confirmed that Ashwini Sonawane, the author of this report has not received any compensation from the companies mentioned in the report in
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect,
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information
contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or
product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor
appropriate for every individual and are solely for the informational purposes of the readers. This material does not take into account the specific
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time.
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may
be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves
about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties,
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a
particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions
in it. Way2Wealth or any of its affiliates or employees 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. The recipients of this report should rely on their own investigations. In no event shall
Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or
lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but
are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable
political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an
offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of
this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have
interest in securities / positions, financial or otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement Jyothy Labs Ltd. as on August 12", 2020
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Name of the Security Jyothy Labs Ltd.
Name of the analyst Ashwini Sonawane
Analysts’ ownership of any stock related to the information NIL

contained

Financial Interest

Analyst : No

Analyst’s Relative : Yes / No Yes

Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No

Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL

Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.
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