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Switch to Nestle November 2, 2023

Rating TP (Rs) Up/Dn (%)
Q2FY24 Results were largely in line with our NEUTRAL 505 =
estimates Market data
Current price Rs 530
Revenue: grew by 7.3% YoY to Rs 32038.4mn (QoQ +2.3%). Market Cap (Rs.Bn) Rs Bn) 940
EBITDA: grew by 10% YoY to Rs 6608.7mn (QoQ +9.3%) Market Cap (US$ Mn) US'$ Mn) 11,285
Face Value Rs 1
EBITDA Margins at 20.63% (Vs 20.12% YoY) (Vs 19.32% QoQ) 52 Weeks High/Low Rs 611 /504
PAT grew by 3.3% to Rs 5070.4 Mn Average Daily Volume (000) 2,729
BSE Code 500096
Bloomberg DABUR.IN
Expenses Source: Bloomberg

RM to Revenue stood at 51.68% v/s 54.62% YoY (QoQ 53.4%) One Year Performance
mainly due to commodity inflation slowing down.

115 -
A&P spends to Revenue: stood at 6.76% v/s 5.08% YoY (6.53 % 110
QoQ). Boost in gross margins to flow down to higher A&P spends. 105
Other expenses to Revenue: stood 11.09% v/s 10.55% YoY (QoQ 100
11.26%) %

90
Employee Cost increased by 9.7% YoY to Rs 3154.9 mn 85
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Dabur India Ltd Nifty Index

Source: Bloomberg

% Shareholding Sep-23 Jun-23

Promoters 66.23 67.24
Public 33.77 33.76
Total 100 100
Source: BSE

Financial Summary

YE Mar (Rs mn) Fy21 FY22 FY23 FY24E FY25E

Netsales 95,617 108,887 115,299 124,229 134,316

growth (%) 9.9 13.9 5.9 7.7 8.1

EBIDTA Margins 209 20.7 18.8 19.5 19.7

Adjusted net profit 16,933 18,045 17,071 18,097 19,887

EPS (Rs) 9.6 10.2 9.6 10.2 11.2

growth (%) 10.7 6.5 (5.6) 6.0 9.9

PE (X 57.9 54.4 57.6 54.3 49.4 Kunal Bhatia

PR (% 12.8 1.7 11.0 10.1 9.3 (022) 67141442

RoCE (%) 25.5 25.4 22.7 22.5 22.8

ROE (%) 22.1 21.5 19.0 18.6 18.8 Dhruv Shah

Dividend yield (%) 0.5 0.9 0.9 0.9 1.1 (022) 67141414

Source: Dalal and Broacha
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Segmental and Other Conference Call KTA’s

SEGMENTAL Q2FY24 Q2FY23  YoY(%) QIFY24 QoQ (%)
A. Healthcare 6630 6290 5.4% 5950 11.4%
Health Supplements (Chyawanprash and

Dabur Honey) 3277 3277 0.0% 2609 25.6%
Digestives (Hajmola, Pudin Hara) 1320 1118 18.1% 1473 -10.4%
OTC & Ethicals (Honitus, S hilajitand E thic: 2033 1895 7.3% 1867 8.9%
B. Home and Personal Care 11260 10650 5.7% 11070 1.7%
Hair Care (Shampoo + Hair Oils) 4245 4099 3.6% 4608 -7.9%
Oral Care 4250 4083 4.1% 4064 4.6%
Skin Care 794 756 5.0% 785 1.1%
Home Care 1970 1712 15.1% 1613 22.2%
C. Foods & Beverages 4000 4310 -7.2% 5570 -28.2%
D. International 8297.95 7496.09 10.7%  7325.30 13.3%
E. Others 1850.45 1118.81 65.4%  1389.40 33.2%
HEALTHCARE:

Health Supplement: Flat growth for the Quarter, due to
delayed season, Chyawanprash saw a muted growth

Dabur Honey continues to gain market share

Digestives: Robust 18.1% growth primarily led by Hajmola
franchise

OTC: 90 bps gain in market share in Baby massage oils & 40
bps in Cough & cold segment

Ethicals: Double sales reported for baby care; recently
launched therapeutic division recorded double digit growth

HOME and PERSONAL CARE
Home Care: Odonil category growing @ 20%, dabur grew @
23%, still underpenetrated in the country. Odomos market
share increased by 560 bps, now at 65%. Strong uptick in
mosquito repellent category
Oral Care: Dabur red grew in high single digit; market share
gain of 20 bps in toothpaste category

Hair Oils: Market share gained by 143 bps to touch 17%.

FOODS and BEVERAGES
Foods: Robust 40% growth recorded. Badshah portfolio
recorded 16.4% in Q2FY24. Run rate of Rs 500 cr from foods
expected.
Beverage: 10% de-growth, impacted by uneven rainfall, shift
in festive season.
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INTERNATIONAL
International Business grew by 23.6% in CC terms

Moderation of inflation

High double digit topline growth expected to continue in H2
as well

War has not impacted the business yet, however the situation
needs to be closely watched wrt to actions taken by Middle
east.

Gross margin improved by 600 bps for international business
and expected to continue with deflationary trend overseas.

Other KTA’s
Rural region impacted due to uneven rainfall. Performance
has been negative since 3 quarters which has now started in
the positive zone

Increase in MSP, new age channel, robust crop sowing, onset
of festive season will drive FMCG growth

Currently at 1.4Mn outlets, aims to increase to 1.5Mn by end
of FY24

Litigation - Does not concern dabur brand or product -
Litigation filed against all the players in the industry -
Management has commented that the case has been filed
based on an incomplete study - portfolio impacted is less
than 1% of revenue || Company said that the case has no legal
merits.

Incurred legal cost of Rs 36 cr in Q2FY24. However they have
insurance in place which will cover part of the cost going
forward, balance to be beared by the company. Major
expense incurred so far are not recoverable.

Initially these costs are higher and management expects
these to hover around 20/25 cr in every quarter.

Gross margins expanded 300 bps - material deflation during
quarter.

A&P spends increased by 43%. Focus on advertisement for
HPC & healthcare, Homecare & chywanprash as the season
kicks in.

Degrowth in beverage - North (contr. >50%) has been
impacted by rainfall in july; couldn’t cover up in august

New player entered in the category of coconut water,leading
to company losing some sales to him [|[Capex of 30/40 cr
planned to ramp up.

Juices - loss in Q2 will be compensated in Q3 as loading
shifted to Q3; October beverage growth of 10%

Healthcare - High single digit growth as season approaching.
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Quarterly Performance Analysis

Exhibit 1

Particulars Q2FY24 Q2FY23  YoY(%) QIFY24 QoQ (%)
Revenue from Operations 32038.4 29864.9 7.3% 31304.7 2.3%
Other Income 1164.1 1232.8 -5.6% 1097.8 6.0%
Total 33202.5 31097.7 6.8%  32402.5 2.5%
COGS 16556.7 16313.7 1.5% 16717.2 -1.0%
% of sales 51.68% 54.62% 53.40%

Employee BenefitExpense 3154.9 2875.6 9.7% 2972.4 6.1%
% of sales 9.85% 9.63% 9.50%

Other Expenses 3552.8 3150.2 12.8% 3524.4 0.8%
% ofsales 11.09% 10.55% 11.26%
Advertisementand Promotional Expense 2165.3 1518 42.6% 2043.4 6.0%
% ofsales 6.76% 5.08% 6.53%

EBITDA excluding other income 6608.7 6007.4 10.0% 6047.3 9.3%
EBIDTA MARGINS 20.63% 20.12% 19.32%

EBITDA including other income 77728 7240.2 7.4% 7145.1 8.8%
Depreciation 983.2 704.7 39.5% 966.4 1.7%
EBIT 6789.6 6535.5 3.9% 6178.7 9.9%
Finance costs 281.4 150.6 86.9% 243.1 15.8%
PBTEx of JV and Exceptional items 6508.2 6384.9 1.9% 5935.6 9.6%
profitioss from JV 4.9 -34  -244.1% -2 -345.0%
exceptional items 0 0 0

PBT 6513.1 6381.5 2.1% 5933.6 9.8%
TaxExpense 1442.7 1472.9 -2.1% 1367.5 5.5%
TaxRate 22.2% 23.1% 23.0% -3.9%
PAT 5070.40 4908.60 3.3%  4566.10 11.0%
NPM 15.3% 15.8% 14.1%

Minority Interest -80.10 8.00 -1101.3% -72.70 10.2%
NPAT 5150.50 4900.60 51%  4638.80 11.0%
NPM 15.5% 15.8% 14.3% 8.4%
Adjusted PAT 5150.50 4900.60 5.1%  4638.80 11.0%
Equity 1772 1771.8 1772

Face Value 1 1 1

Number of S hares 1772 1771.8 1772

Basic EPS Calculated 291 2.77 2.62

Source: Dalal & Broacha Research, Company
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Valuation

With shift in festive season in Q3, H2FY24 is expected to be
better.

We expect margin upside to continue for the rest of the year as
deflationary trends continue. Management has given vyearly
guidance of 19.5%; despite of incurring legal cost.

We maintain Neutral rating on the stock with a target price of
Rs 505. (45x FY25EPS) and advise investors to shift from
Dabur to Nestle.

2-Nov-23 [ 5|
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Financial
P&L (Rs mn) FY21 FY22 FY23 FY24E FY25E
NetSales 95,617 108,887 115,299 124,229 134,316
Costofsales 75,590 86,349 93,658 99,956 107,920
Operating Profit 20,027 22,538 21,641 24,273 26,396
Depreciation 2,401 2,529 3,110 3,978 4,265
PBIT 17,626 20,009 18,532 20,295 22,130
Otherincome 3,253 3,932 4,454 4,164 4,531
Interest 308 386 782 923 794
Profit before tax 20,570 23,555 22,203 23,537 25,867
E xceptional items - 850 - - -
share of profitdloss inJV (10) (18) (16) (18) (20)
PBT ( PostExtra Ordinary) 20,560 22,687 22,187 23,519 25,848
Provision for tax 3,611 5,264 5,174 5,484 6,027
Reported PAT 16,950 17,423 17,013 18,035 19,821
Ml 17 31 (58) (63) (67)
Adjusted PAT 16,933 18,045 17,071 18,097 19,887
Balance S heet FY21 FY22 FY23 FY24E FY25E
E quity capital 1,767 1,768 1,772 1,772 1,772
Reserves 74,868 82,045 87,961 95,427 103,798
Net worth 76,635 83,813 89,733 97,199 105,570
Minority Interest 367 406 4,682 4,619 4,552
Non Current Liabilites 2,127 5,401 6,035 5,840 5,645
Current Liabilites 29,342 33,225 36,094 36,017 36,776
CAPITAL EMPLOYED 108,471 122,845 136,544 143,675 152,543
Non Current Assets 60,712 79,677 94,054 94,649 93,963
Fixed Assets 20,037 21,752 33,015 33,537 32,771
Non CurrentInvestments 34,136 53,651 55,288 55,288 55,288
Non Currenttaxassets 222 52 66 66 66
Long Term Loans and Advances 225 - - - -
Other NON CurrentAssets 2,226 1,221 1,163 1,236 1,314
Goodwill 3,360 2,512 4,053 4,053 4,053
Inves tment property 505 491 471 471 471
Current Assets 47,759 43,168 42,490 49,026 58,581
Current investments 7,460 8,546 7,365 7,365 7,365
Inventories 17,343 19,114 20,242 22,541 24,376
Trade Receivables 5,616 6,462 8,488 9,451 11,412
Cash and Bank Balances 13,290 5,701 3,259 6,240 11,678
ShortTerm Loans and Advances 145 - - - -
Other CurrentAssets 3,906 3,346 3,136 3,429 3,750
CAPITAL DEPLOYED 108,471 122,845 136,544 143,675 152,543
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Cash Flow St. (Rs. mn) FY21 FY22 FY23 FY24E FY25E
Net Profit 16,950 17,423 17,013 18,035 19,821
Add: Depreciation 2,401 2,529 3,110 3,978 4,265
Minority Interest a7 (31) 58 63 67
Cash profits 19,334 19,921 20,181 22,075 24,153
(Inc)Dec in

-Sundry debtors 2,523 (846) (2,026) (964) (1,961)

-Inventories (3,547) (1,771) (1,128) (2,299) (1,835)

-Loans /advances 8 369 - - N
CL & provisons 3,967 1,264 1,979 (72) 764
- Other Assets 4,765 1,736 251 (366) (400)
Change in working capital 7,716 753 (925) (3,701) (3,432)
CF from Oper. activities 27,050 20,674 19,256 18,374 20,721
CF from Inv. activities (15,905) (23,981) (16,347) (4,500) (3,500)
CF from Fin. activities (5,969) (4,282) (5,352) (10,894) (11,783)
Cash generated/utilised) 5,177 (7,589) (2,442) 2,981 5,438
Cash atstartofthe year 8,114 13,290 5,701 3,259 6,240
Cash atend ofthe year 13,290 5,701 3,259 6,240 11,678

13,290 5,701 3,259 6,240 11,678

Ratios FY21 FY22 FY23 FY24E FY25E
OPM 21 21 19 20 20
NPM 17 16 14 14 14
Taxrate 18 22 23 23 23

Growth Ratios (%)

NetSales 10 14 6 8 8
Operating P rofit 12 13 4 12 9
PBIT before otherincome 12 14 (7) 10 9
PAT 11 7 (5) 6 10
Per Share (Rs.)

NetEarnings (EPS) 10 10.2 9.6 10.2 11.2
Cash Earnings (CPS) 8 9 8 8 9
Dividend 3 5 5 5 6
Book Value 43 47 51 55 60
Free Cash Flow 9 6 4 5 7
Valuation Ratios

P E(x) 58 54 58 54 49
PAB(X 13 12 11 10 9
EVEBIDTA(XY 49 44 46 4] 37
Div. Yield(%) 0 1 1 1 1
FCF Yield(%) 2 1 1 1 1
Return Ratios (%)

ROE 22% 22% 19% 19% 19%
ROCE 26% 25% 23% 22% 23%

Source: Dalal & Broacha Research
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186) was
established in 1997 and is an integrated financial services player offering an extensive range of financial
solutions and services to a wide spectrum of customers with varied needs ranging from equities to mutual
funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India
Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and is
engaged in the securities businesses including stock broking (Institutional and retail), depository participant,
portfolio management and services rendered in connection with distribution of primary market issues and
financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e.
www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI
(Research Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any
stock exchange with whom it is registered in any time in the past. It has not been debarred from doing
business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been
cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued
advice letters or levied minor penalty on D&B for certain operational deviations in routine course of business.
D&B offers research services to clients as well as prospects. 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.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst)
Regulations, 2014 with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject
company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at
the end of the month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% | No
or more securities of the subject company at the end of the month immediately
preceding the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject | No
company.
Whether the research Analyst has served as officer, director or employee of the subject | No
company
Whether the Research Analyst has received any compensation from the subject | No
company in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of | No
securities for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking | No
or merchant banking or brokerage services from the subject company in the past
twelve months

Whether the Research Analyst has received any compensation for products or services | No
other than investment banking or merchant banking or brokerage services from the
subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits from | No
the subject company or third party in connection with the research report
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D&B and/or its affiliates may seek investment banking or other business from the company or companies that
are the subject of this material. Our salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions
expressed herein, and our proprietary trading and investing businesses may make investment decisions that
may be inconsistent with the recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may
give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally,
other important information regarding our relationships with the company or companies that are the subject of
this material is provided herein. This report is not directed to, 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 or regulation or which would
subject D&B or its group companies to any registration or licensing requirement within such jurisdiction.
Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or
sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless
otherwise stated, this message should not be construed as official confirmation of any transaction. No part of
this document may be distributed in Canada or used by private customers in United Kingdom. All material
presented in this report, unless specifically indicated otherwise, is under copyright to D&B. None of the
material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to
any other party, without the prior express written permission of D&B. All trademarks, service marks and logos
used in this report are trademarks or registered trademarks of D&B or its Group Companies. The information
contained herein is not intended for publication or distribution or circulation in any manner whatsoever and
any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless
otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital
Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in
Indian Securities Market. In so far as this report includes current or historic information, it is believed to be
reliable, although its accuracy and completeness cannot be guaranteed.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992 | E-mail: equity.research@dalal-broacha.com
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