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Q1FY23: Soft quarter for domestic performance | Strong International .
Business Important Statistics
> Revenue from operations grew 1.3% YoY to 2,558 Cr amidst a challenging M.CAP (% cr) 765,943
consumption environment coupled with category specific headwinds in Saffola 52 Week H/L (% 7606/7456
Edible Oils. Revenue from international business increased by 18% YoY N:I? Coée( ) M AI/QICO
» Gross margin expanded 401 bps YoY basis, attributable mainly to benign BSE Code 531642

copra prices, cost rationalizations and favorable mix impact.
> EBITDA increased by 9.8%; margin expanded to 20.6%, 159 bps YoY.

Key takeaways from Q4FY22 result

o In Q1FY23, Revenue from Operations grew by 1.3% YoY to 32,558 Cr Promoter 59.5
with decline of 6% volume growth which dragged by a double-digit Institutions 33.8
decline in Saffola Oils. Public &Others 06.6

o Ex-Saffola Oils, domestic volume growth was 1%. Domestic revenues at
1921Cr was down 4%, with overall pricing growth being minimal as price
hikes in Hair Oils and Saffola Qils were largely offset by price cuts in
Parachute Coconut Oil, owing to deflationary copra.

> Input cost/Profitability Margin:

o Copra prices were down 6% sequentially and down 26% YoY. With
seasonal supplies slowing down and onset of the festival season, prices
should remain range-bound in the near term.

o Rice Bran oil was up 11% YoY and 13% sequentially. There are early
signs of correction in the broader international vegetable oil complex.
Crude derivatives such as Liquid Paraffin (LLP) and HDPE were up 36%
and 26% YoY. Both are also likely to remain firm in the near term and
track in line with crude oil prices

o EBITDA margin stood at 20.6%, up 159 bps YoY, and EBITDA was up
10% YoY. PAT was up 4% YoY

> Operational Efficiency:

o Employee cost as a % of revenue increased 20 bps; Ad spends as a % of
revenue expanded 90 bps YoY as the company consciously ramped up
investments to combat the current weaker consumer sentiment and
prioritize brand building for the longer term.

> Demand Trend:

o Rural continued to underperform urban on a year-on year basis due to the
accentuated impact of inflation on disposable incomes. On the other hand,
premium discretionary categories fared relatively better given the lower
base and lesser impact of inflation on the upper income consumer
segment.

o The FMCG sector witnessed volume decline in Q1FY23 for the third
quarter in a row as rising retail inflation continued to exert pressure on
demand and value growth continued to be price-led.

> Categories:

o Parachute Rigids was down 2% in volume terms owing to soft
consumption trends and much slower conversion from loose to branded
given the soft copra price environment. The brand gained 90 bps in
volume MS and 170 bps in value MS. The Management is confident of
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posting volume growth from Q2 as company drive growth in core markets
through small pack activation and continue to take calibrated pricing
actions.

o Value Added Hair Oils posted value growth of 5% and flattish volumes
year-on year despite weak consumption sentiment, especially in rural.

o The Saffola franchise, comprising Refined Edible Oils and Foods,
declined by 13% in value terms. Saffola Edible Oils declined sharply given
high in-home consumption in the base and visible downgrading from
super premium to mass segments. Management expect volume trends to
improve from Q2 and aim to deliver growth in H2 as the base normalizes.

o Foods had a slow quarter due to the high in-home consumption base in
Oats and sharp decline in immunity-led categories like honey, among
others. Saffola Oats maintained its strong leadership position in the Oats
category with 420 bps value MS gain on MAT basis. Peanut Butter and
Mayonnaise had an encouraging start. The franchise should witness
growth picking up gradually from Q2.

o Premium Personal Care and Digital-first portfolios clocked high double-
digit growths. Digital first brands, Beardo and Just Herbs, are scaling up in
line with expectations

> International Business:

o The International business sustained its strong momentum of predictable
and profitable growth. The business delivered 18% constant currency
growth in the quarter with each market contributing handsomely, making
it the sixth consecutive quarter of double-digit constant currency growth.

o Bangladesh clocked 10% constant currency growth. The newer portfolios
of Baby Care and Shampoos continued to ramp up, thereby supporting
steady growth in the core franchises. South East Asia grew 34% in
constant currency terms, led by strong resurgence in the HPC category in
Vietnam. MENA and South Africa grew 27% and 23% in constant currency
terms.

o EBITDA margin for the international business was at 25.5%, down 210
bps YoY.

> Guidance:

o In the near term, management expect volume growth to be in the positive
zone from Q2 under current demand condition and hope to accelerate
volume growth to medium term target levels in H2, provided inflation
cools off and eases pressure on demand. Management also aim to deliver
18-19% EBITDA margin in FY23.

9AlI9dsIad YIINQ V - SsNoYylyst] MM

o Over the medium term, management hold aspiration to deliver 13-15%
revenue growth on the back of 8-10% domestic volume growth in the
domestic business and double-digit constant currency growth in the
international business.

o Going ahead company will maintain sharp focus on driving penetration
and market share gains across portfolios aided by distribution expansion,
aggressive cost controls, and sufficient investment in market development
and brand building and hopeful of a recovery in rural sentiment on the
back of forecasted improvement in rainfall coverage in the heartlands,
government subsidies and higher realizations for crops in the hands of
rural consumer.

Way2Wealth Way2Wealth Brokers Pvt. Ltd. (CIN U67120KA2000PTC027628) SEBI Rgn. No. : INH200008705.

Research Registered Office: Rukmini Towers, 3*& 4% Floor, # 3/1, Platform Road, Sheshadripuram, Bangalore - 560 020,
¢ 2wealth.com Email: researchc realth.comWay2wealth Research is also available on Bloomberg WTWL<GO>


mailto:research@way2wealth.com
https://www.way2wealth.com/

Light'House Update

Marico Ltd.

EWAYQWE ALTH Sector — Personal Products
 Research Desk <mwl

@
16™ August 2022 CMP -3510/- View — Accumulate on Dips
Story in charts
Q1 domestic volumes down 6% YoY Sales grew 1.3% YoY
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Parachute Rigid volume was down by 2% in Q1 due to

. The table below summaries value growths
soft consumption trends

Parachute Rigid Volume declined 2% in
Q1FY23

2
L.
Q
=
H
-
o
c
(7]
(1)
1

>
o
=
)
=
<
1)
ﬂ
(%)
O
)
0
.
<
)

12%
10.0% 8.0 C 7% 19 5% Parachute Coconut Oil (Rigid packs) -2% (volume )
(]
2% Value Added Hair Oils 5%
-11.0% Saffola Franchise (Refined Edible
= & & & § § § § 8 Oils + Food 3%
> > > > > > > > > L 00ds)
= a o g = & ™ =] =
(o4 (=4 (=4 (=4 (o4 (o4 (<4 (o4
Source: Company, Way2Wealth
International Business delivers double-digit CCG for the sixth quarter in a row
Q1FY23 Bangladesh Vietham South Africa MENA Overall
9
0, i 0,
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Growth scaling up well) recovery in HPC) health care portfolio high gggblg digit) CCG

Source: Company, Way2Wealth

Risks

> Inflation in raw material prices
> Slow down in the economy
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View

Atleast 97% of Marico’s portfolio of brands occupy leadership positions in their
respective categories. Despite unfavourable environment, company maintained its
medium term aspiration of delivering 8-10% domestic volume growth and 13-
15% revenue growth. Marico has seen down trading in the super-premium
category of saffola edible oil while the mass segment grew by 30 percent. The
company has chosen to protect margins as against boosting volumes in the
current high raw material price environment.

Management remain confident of the medium term prospects of the FMCG sector
once transient macro disturbances settle down and fundamental drivers of the
India consumption story come to the fore.

We continue to remain positive on Marico’s ability to deliver healthy earnings
growth in the medium term considering its strong product portfolio, distribution
network, market share gains without compromising on brand building
investments to protect short-term margins and healthy balance sheet.

At the current price of 3510 it is trading at 52.6 times P/E to its FY22
EPS of 39.7. We advise investors to Accumulate on dips for the long
term.
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Quarterly Performance
(ZCr)
Q1FY23 Q1FY22 VAR [%] Q4FY22 VAR [%] FY22
Net Sales (Net of Excise Duty) 2,558.0 2,525.0 1.3% 2,161.0 18.4% 9512
Other Operating Income 0.0 0.0 #DIV/0! 0.0 #DIV/0! 0
0
Other Income 17.0 27.0 -37.0% 24.0 -29.2% 98
TOTAL INCOME 2,575.0 2,552.0 0.9% 2,185.0 17.8% 9610
Cost Of Materials Consumed 1,185.0 1,389.0 -14.7% 1,116.0 6.2% 5061
Purchase of stock in trade 139.0 118.0 17.8% 126.0 10.3% 491
Stock Adjustment 82.0 (18.0) -555.6% (42.0) -295.2% -116
RMC as a %age of sales 55.0% 59.0% 55.5% 57.1%
Employee Benefit Expenses 156.0 150.0 4.0% 139.0 12.2% 586
EPC as a %age of sales 6.1% 5.9% 6.4% 6.2% i
Advertisement & Promotion 199.0 175.0 13.7% 204.0 -2.5% 796 R)
Advertisement Expenses as a %age of sales 7.8% 6.9% 9.4% 8.49% i
Other Expenses 269.0 230.0 17.0% 272.0 -1.1% 1013 —
Other Expenses as a %age of sales 10.5% 9.1% 12.6% 10.6% —e
TOTAL EXPENDITURE 2,030.0 2,044.0 -0.7% 1,815.0 11.8% 7831 Ig-
EBIDTA 528.0 481.0 9.8% 346.0 52.6% 1681 ‘5."
EBIDTA Margins % 20.6% 19.0% 16.0% 17.7% (o)
Finance Costs 10.0 8.0 25.0% 11.0 -9.1% 39 o
PBDT 535.0 500.0 7.0% 359.0 49.0% 1740 $
Depreciation 36.0 33.0 9.1% 37.0 -2.7% 139 1
PBT 499.0 467.0 6.9% 322.0 55.0% 1601 >
Tax 122.0 102.0 19.6% 65.0 87.7% 346 o
Tax Rate 24.4% 21.8% 20.2% 21.6% c
Reported Profit After Tax 377.0 365.0 3.3% 257.0 46.7% 1255 ("3
PATM % 14.7% 14.5% 11.9% 13.2% ~
Extra-ordinary Items - - 0 U
Adjusted Profit After Extra-ordinary item 377.0 365.0 3.3% 257.0 46.7% 1255 2
Othgr Comprehensive Income (Net of tax)- net (3.0) 14.0 21.0 35 8
credit / (charge) 0
Total Comprehensive Income 374.0 379.0 -1.3% 278.0 34.5% 1290 '(_1'_
Basic: é
EPS 2.9 2.8 3.3% 2.0 46.7% 9.7
Equity 129.0 129.0 129.0 129
Face Value 1.0 1.0 1.0 1

Source: Company Filing, Way2wealth Research
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Disclaimer

Analyst Certification: I, 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 Marico Ltd. as on August 16, 2022
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Name of the Security Marico 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 No
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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