U |Ck HINDUSTAN UNILEVER LTD - Q2FY24 - Result Update

nsight

Research Desk <»mll

W WAY2WEALTH

Research Desk <

Diversified FMCG | CMP : 32,495 | MCAP : ~X5,86,225Cr | Accumulate | 231 October 2023
24-July-23 2,604.0 2620 — 2670 3060 - 3080
i
O25e’
Huaduatan Unilonver Lumited
Q2FY24 Highlights Important Data
Nifty 19,486
>  Consolidated revenues grew to T15,340 crs by 3.1% YoY with underlying volume growth ~ Sensex 65,249
of 2% YoY. The growth was purely led by urban while rural demand remains subdued.
(Urban market volume growth: 3% and rural market volume growth: -1%) CMP R) 2495
Market Cap (X Cr) 5,86,225
> The company declared an interim dividend of ¥18/- per equity share of face value of I1/- 5o High/Low 2,768/2,393
each for the financial year ending 31st March, 2024. Shares ofs (crs) 234.96
>  EBITDA margin at 24.6% was up 130 bps YoY. Profit after Tax before exceptional items ﬁgE gggz Is-l?l?leDgL?NlLVR
i 0, 1 0,
(PAT bei) grew 12% and Profit after Tax (PAT) grew 4% YoY. Bloomberg Code HUVRIN
> In the quarter, there was a one-off credit from favourable resolution of past indirect tax
litigation benefiting both top line and bottom-line. Excluding this one-off, EBITDA margin, Shareholding Pattern (%) — Sep’23
PAT (bei) growth would have been 23.8% and 7% respectively. Promoter 61.90
Fll 14.48
oI 11ss
Concal Highlights Public &Others 12.07
»  FMCG demand is likely to continue a gradual recovery with tailwinds from the upcoming Fi o
festive season, sustained buoyancy of services and Government's thrust on capex. inancia’s )
> Gross Margin and A&P investments increased 700 bps and 420 bps respectively vs SQ'22  |Particulars FY21  FY22 FY23
driven by softening of RM inflation. EBITDA margin at 24.6% was up 130 bps YoY. PAT  Revenues 47,028 52,446 60,580
at 2,717 crs grew 4% YoY. PAT (bei) grew 12% YoY. The difference in PAT (bei) and ~ YOY Growth 18% 12%  16%
PAT growths is largely due to higher prior period tax credits in SQ'22. EBITDA : 11,626 12,857| 14,148
EBITDA Margin 25% 25% 23%
»  Home Care (35% of revenue): grew 3% with mid-single digit UVG. Fabric Wash had mid- PAT 7,999 8,892 10,143
single digit volume growth with the premium portfolio continuing to outperform. Household ~ PAT Margin 7% 7%  17%
care volumes grew in high single digit led by Dish wash. Further price reductions were ~ EPS 3403 3779 43.07
taken in both Fabric Wash and Household Care. Brand and marketing investments were ~ PE 7332 66.02 57.93
stepped-up to protect competitive position. During the quarter, Vim Pure range with plant- ~ S°uree: Company, Way2Wealth
based actives and Comfort Intense Fabric Conditioner were launched. -
Relative performance
>  Beauty & personal Care (38% of revenue): grew 4% with mid-single digit UVG. Skin
Cleansing had a low-single digit volume growth with Lux and Hamam continuing to ~ _Return (%) 1 Yr 3Yr 5 Yr
outperform. Revenue declined as further price reductions were taken in soaps. Skin Care HUL -6.0% 5.0%  9.0%
and Colour Cosmetics grew double-digit driven py focusled inltervenltiqns in new .demgn.d Nifty 50 10.8%  63.2%  91.9%
spaces and channels of the future. Hair Care delivered high-single dl|g|t growth .W'Ith Clinic Sensex 9.9% 60.3%  92.7%
Plus and Indulekha continuing to outperform. Oral Care grew mid-single digit led by
Closeup. Key launches in this quarter include new range of Vaseline moisturizers, Lakme
serums and cosmetics, Pond’s serum, Indulekha Anti-Dandruff Oil and Shampoo.
» Foods & Refreshment (25% of revenue): grew 4%. Tea delivered a modest growth as
the category continued to witness consumers downgrading. Coffee grew in double-digits.
HFD delivered mid-single digit price led growth, broad-based across the portfolio. Foods
and Ice Cream both grew in mid-single digit on a high base. Foods Solutions, Mayonnaise
and Peanut Butter continue to clock strong growths. During the quarter, Horlicks Strength
Plus, Slow Churn Ice Cream and new blends of Lipton Green Tea were launched.
> Marginf in the home care segment stood at 18.7% (+145bps l(oY), personal care stood e e e
at 27.2% (+211bps YoY) and Foods & Refreshments was 18.7% (-112bps YoY). 91-22-4019 2913
: Way2Wealth Brokers Pvt. Ltd. (cIN u67120KkA2000PTC027628) SEBI Rgn. No. : INH200008705.
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»  Advertisement spends are likely to remain firm in the near term, given the competitive
intensity and brand building. Advertisement spends were at 11.4% of revenues compared
with 7.2% in the Sept'22 quarter and 10% in the June’23 quarter. The Sept’23 quarter has
seen one of the highest media spends by the company.

»  Competitive intensity remains high in tea and detergent bar segment. Downgrading in tea
category was due to commodity inflation and decoupling of loose tea which is plain tea
and premium tea

Large Players X Y
Small players 1.4x 6Y

>  Slower recovery in demand

» Inflationary raw material prices

VIEW

The growth was led by the urban market, which saw a 3% growth in Sept'23 on a 2-year CAGR
basis and rural market saw a 1% decline. FMCG demand is likely to continue a gradual recovery
with tailwinds from the upcoming festive season, sustained buoyancy of services and
Government's thrust on capex.

Strong product profile, leadership positioning in key categories and extensive distribution reach
will enable HUL to achieve faster recovery compared to peers in the event of demand recovery
and stable raw material prices. Overall margins are likely to pick up going ahead on the back of
benign raw material prices.

Premiumization across products categories, innovation-led new product launches, recovery in
consumer demand, and cost saving programs are the key building blocks for future growth and
commands a premium over its peer.

We remain positive on the stock and Investors should use the current consolidation in
the stock price to accumulate for moderate return.
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Consolidated Financials

(¥Cr)

Sale of Products 15,340.0 14,872.0 3.1% 15,240.0 0.7% 30,580.0 29,203.0 4.7%
Sale of Services 24.0 24.0 27.0 51.0 50.0

Other Operating Income 259.0 248.0 4.4% 229.0 13.1% 488.0 515.0 -5.2%

15,623.0 15,144.0 3.2% 15,496.0 0.8% 31,119.0 29,768.0 4.5%

Other Income 183.0 109.0 67.9% 183.0 0.0% 366.0 242.0 51.2%

TOTAL INCOME 15,806.0 15,253.0 3.6% 15,679.0 0.8% 31,485.0 30,010.0 4.9%

Cost Of Materials Consumed 4799.0  5436.0 -11.7%  4,820.0 -04%  9,619.0 10,304.0 -6.6%

Purchase of stock in trade 2,636.0 3,100.0 -15.0% 2,643.0 -0.3% 5,279.0 6,040.0 -12.6%

Stock Adjustment (90.0) (339.0)  -73.5% 216.0 -141.7% 126.0  (483.0) -126.1%
RMC as a %age of sales 47.1% 54.2% 49.6% 48.4% 53.4%

Employee Benefit Expenses 766.0 758.0 1.1% 705.0 87% 14710  1,394.0 5.5%
EPC as a %age of sales 4.9% 5.0% 4.6% 4.7% 4.7%

Advertisement & Promotion 1,742.0  1,053.0 654%  1,505.0 15.7%  3,247.0  2,387.0 36.0%
Advertisement Expenses as a %age of sales 11.2% 7.0% 9.7% 10.5% 8.0%

Other Expenses 19730  1,657.0 191%  1,942.0 16% 39150  3,245.0 20.6%
Other Expenses as a %age of sales 12.6% 11.0% 12.6% 12.6% 10.9%

TOTAL EXPENDITURE 11,826.0 11,665.0 1.4% 11,831.0 0.0% 23,657.0 22,887.0 3.4%

EBIDTA 3,797.0  3,479.0 91%  3,665.0 3.6% 74620 6,881.0 8.4%
EBIDTA Margins % 24.3% 23.0% 23.7% 24.0% 23.2%

Finance Costs 88.0 280  214.3% 50.0 76.0% 138.0 56.0  146.4%

PBDT 3,892.0  3,560.0 9.3%  3,798.0 25%  7,690.0 7,067.0 8.8%

Depreciation 297.0 272.0 9.2% 286.0 3.8% 583.0 553.0 5.4%

PBT before exceptional items 3,595.0 3,288.0 9.3% 3,512.0 2.4% 7,107.0 6,514.0 9.1%

Exceptional items (7.0 (29.0)  -75.9% (38.00  -81.6% (45.0) (41.0) 9.8%

PBT 3,588.0  3,259.0 10.1%  3,474.0 33% 7,0620 6,473.0 9.1%

Tax 931.0 589.0 58.1% 918.0 14%  1,849.0 14120 30.9%
Tax Rate 25.9% 18.1% 26.4% 26.2% 21.8%

Reported Profit After Tax from Continuing Operation 2,657.0 2,670.0 -0.5% 2,556.0 4.0% 5,213.0 5,061.0 3.0%
PATM % 17.0% 17.7% 16.5% 16.8% 17.0%
Other Comprehensive Income (Net of tax)- net credit / (charge) 5.0 (53.0) 12.0 17.0 (18.0)

Total Comprehensive Income (13+14) 2,662.0 2,617.0 1.7% 2,568.0 3.7% 5,230.0 5,043.0 3.7%

Basic:

EPS 11.3 11.4 -0.5% 10.9 4.0% 22.2 21.5 3.0%
Equity 235.0 235.0 235.0 235.0 235.0
Face Value 1.0 1.0 1.0 1.0 1.0

Source: Company, Way2Wealth
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Particulars
REVENUES
Revenue from Operations
Home Care

Mix %
Personal Care

Mix %
Foods & Refreshments

Mix %
Refreshments

Mix %
Others

Mix %

Net Revenue from Operations

PROFIT
Profit/Loss Before Interest and Tax

Margin %
Home Care

Margin %
Personal Care

Margin %
Foods & Refreshments

Margin %
Refreshments

Margin %
Others

Margin %

Less : Interest

Other Un-allocable Expenditure

Add : Other Un-allocable Income

Extra-Ordinary Income/Expense

Net Profit/Loss Before Tax
Source: Company, Way2Wealth

W WAY2WEALTH

15,623.0
5,308.0
34.0%
5,873.0
37.6%
3,851.0
24.6%

0.0%
591.0
11.1%
15,623.0

3,500.0
22.4%
1,014.0
19.1%
1,582.0
26.9%
720.0
18.7%

184.0
31.1%
88.0
20
183.0
5.0
3,588.0

Q2Y23

15,144.0
5,142.0
34.0%
5,595.0
36.9%
3,755.0
24.8%

0.0%
652.0
12.7%

15,144.0

3,207.0
21.2%
885.0
17.2%
1,407.0
25.1%
744.0
19.8%

171.0
26.2%
28.0
29.0
109.0

3,259.0

VAR [%]

3.2%
3.23%

5.0%

2.6%

-9.4%

3.2%

9.1%

14.6%

12.4%

-3.2%

7.6%

214.3%

67.9%

10.1%

15,496.0
5,421.0
35.0%
5,668.0
36.6%
3,797.0
24.5%

0.0%
610.0
11.3%
15,496.0

3,379.0
21.8%
1,013.0
18.7%
1,472.0
26.0%
681.0
17.9%

213.0
34.9%
50.0
38.0
183.0

3,474.0

VAR [%]

0.8%
2.1%

3.6%

1.4%

-3.1%

0.8%

3.6%

0.1%

7.5%

5.7%

-13.6%

76.0%

0.0%

3.3%

H1FY24

31,119.0
10,729.0
34.5%
11,541.0
37.1%
7,648.0
24.6%
0.0

0.0%
1,201.0
11.2%
31,119.0

6,879.0
22.1%
2,027.0
18.9%
3,054.0
26.5%
1,401.0
18.3%
0.0
397.0
33.1%
138.0
45.0
366.0
0.0
7,062.0

| 239 Octover 2023
(ZCn)
H2FY24 VAR [%]
29,768.0 4.5%
10,072.0 6.52%
33.8%
11,001.0 4.9%
37.0%
7,382.0 3.6%
24.8%
0.0 -
0.0%
13130 8.5%
13.0%
29,768.0 4.5%
6,328.0 8.7%
21.3%
1,750.0 15.8%
17.4%
2,834.0 7.8%
25.8%
1,322.0 6.0%
17.9%

0.0 -
4220 5.9%
32.1%

56.0 146.4%
410

2420 51.2%
0.0

6,473.0 9.1%
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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 : HINDUSTAN UNILEVER LTD as on 23 October 2023

Name of the Security HINDUSTAN UNILEVER LTD
Name of the analyst Ashwini Sonawane
Analysts’ ownership of any stock related to the information contained NIL

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.

Investment in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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