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Generating Wealth

Stable set of numbers, stress in international operations impacted
bottomline, maintain Accumulate with a revised Target Price of Rs 446

Dabur India came out with stable set of numbers, which were mostly in line

LU m with our estimate. Consolidated revenue for the quarter Q4FY19 grew 4.7%
CMP: Rs 380 _ YoY to Rs 2128 cr, slightly below our estimate of Rs 2229 cr, while EBITDA
Rating: came at Rs 457 cr exactly in line with our estimate of Rs 456 cr. EBITDA
Accumulate Accumulate margins came in at 21.5% which was impacted by higher staff costs (+34%

Target: Rs 446 WELCEHLELENR  YoY). PAT for the quarter stood at Rs 370 cr against our estimate of Rs 404

(NR-Not Rated) cr(-6.5% YoY) mainly on account of Rs 75 cr of exceptional loss on account
Stock Info of impairment of goodwill in one of its wholly owned subsidiary M/s Hobi
'B'\SEEX 00096 Kozmetic, Turkey in view of currency devaluation. This impairment pertains
NSE pABUR tO consumer care segment business of the Company. We remain positive on
Bloomberg DABURIN  Dabur from longer-term perspective, and maintain our Accumulate rating
Reuters DABU.NS  with a revised target price of Rs 446.

Sector FMCG

Face Value (Rs) 1 T

Equity Capital (Rs Cr) 177 Q4FY19 nghhghts

Market Cap (Rs Cr) 67,119 ™ Domestic FMCG grew by 5.9% YoY led by 4.3% YoY volume growth.

52w H/L (Rs) 491/363 W International business grew by 1.9% YoY.

Avg Weekly Vol (BSE+NSE) 11,64,490 B Healthcare segment grew by 11.2% YoY to Rs503 Cr. Home and personal
Shareholding Pattern % care segment grew by 6.8% YoY to Rs755 Cr. Foods segment witnessed
(As on March, 2019) slowdown in growth of 5.9% YoY to Rs238 Cr.

Promoters 67.90

B Management attributed slowdown in demand to extended winter
season which impacted the hair care and foods division. The FMCG
division ex-foods segment grew by 8.5% YoY.

Public & Others 32.10

Source: NSE, Arihant Research

Stock Performance (%) 3m 6m 12m
DABUR -15.9 2.9 -13
SENSEX 69 113 108 FY18-19 Highlights

Source: ACE Equity, Arihant Research

B Domestic FMCG grew by 13% backed by volume growth of 11%.
International business grew by 6.5% YoY.
1 Bm  Gross margins were impacted by higher promotional costs and adverse
sl ‘ forex impact in international business by 90 bps.
|

DABUR v/s SENSEX

B Healthcare segment (32% of sales) grew by 14.7% YoY to Rs 1894 Cr.
Home and personal care segment (50.6% of sales) grew by 13% YoY to Rs
2965 Cr. Foods segment (17.1% of sales) witnessed moderate growth of
- 8.1% YoY to Rs 1003 Cr.

[ — Dabur india Ltd. — Sensex

Source: ACE Equity, Arihant Research R
Valuations

At CMP of Rs380, Dabur is trading at FY20E and FY21E, P/E multiples of 42.5x
and 38.4x respectively. After factoring in Q4FY19 results we have revised our
FY20E and FY21E estimates downwards, however kept our target P/E same
at 45x FY21E earnings, which yields a target price of Rs 446 per share. We
maintain our Accumulate rating on the stock.

Financial Performance
YE March EBITDA

e NetSales  EBITDA PAT  EPS (Rs) Margin%  ROE (%) P/E(x)
FY18 7722 1617 1354 7.7 20.9 23.7 49.4
FY19 8533 1740 1442 8.2 20.4 25.6 46.5
FY20E 9454 1989 1579 8.9 21.0 23.8 425
FY21E 10533 2256 1750 9.9 21.4 22.6 38.4

Source: Comoanv. Arihant Research
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QA4FY19 Financial Performance

Rs Cr (consolidated) Q4FY19 Q3FY19 Q4FY18 Q-0-Q Y-0-Y FY19 FY18 Y-0-Y

Net Revenue 2,128 2,199 2,033 -3.2% 4.7% 8,533 7,748 10.1%

Material Cost 1,069 1,115 1,002 -4.1% 6.7% 4,309 3,846 12.0%

Employee cost 242 238 181 1.8% 33.8% 938 793 18.3%

Other Expenses 360 401 365 -10.3% -1.3% 1,547 1,492 3.7%

EBITDA 457 445 485 2.7% -5.8% 1,740 1,617 7.6%

EBITDA margin % 21.5%  202%  23.9%| +124bps  -238bps 204%  20.9% -49bps

Other Income 66 75 73 -12.3% -9.8% 296 305 -3.0%

Depreciation 46 45 43 2.9% 8.5% 177 162 9.1%

EBIT 477 476 516 0.3% -7.5% 1,859 1,760 5.6%

Finance cost 12 17 13 -25.7% -6.3% 60 53 12.3%

Exceptional Item -75 - - - -75 -15 -

PBT 389 459 503 -15.2% -22.5% 1,724 1,693 1.8%

Tax Expense 18 92 105 -80.8% -83.1% 279 335 -16.9%

Effective tax rate % 4.6% 201%  20.9%| -1556bps  -1637bps 16.2% 19.8%| -365bps

PAT 372 367 397 1.3% -6.5% 1,445 1,358 6.5%

MI & Associates -1 -1 -1 -3 -3

Consolidated PAT 370 366 396 1.2% -6.5% 1442 13544 6.5%

PAT margin % 174%  16.6%  19.5% +77bps  -208bps 16.9%  17.5% -58bps

EPS (Rs) 2.1 2.1 2.2 1.2% -6.5% 8.2 7.7 6.5%

Source: Company, Arihant Research

Post Result Conference Call Highlights

[ During Q4FY19, home care and skin care market share has gone down.

n In toothpaste, Dabur Red has shown good growth along with Meswak, however
Babool continued to face pressure.

n Middle East market should normalise by second quarter of FY20E.

| Modern trade & E-commerce is growing rapidly (1.2% of total business in FY19 v/s
0.8% YoY), expect to grow it to 1.4% to 2% of total business in next 1-2 years.

m Both margin and working capital terms are favourable for modern trade channel.

m Focussing on South Indian market through its RISE initiative, intend to capture sizeable

market going forward as currently it contributes only 16% for Dabur compared to 25-
30% for other FMCG companies, so there is huge scope for growth.

m In foods, right now not focussing on dairy items as competition is very tough.
m At stockists level maintaining inventory level of 15-20 days.
m Reviving the Dabur Amla franchisee and growing the Hair Oil segment is main focus

for the company in next few years.
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Consolidated Financials

Income Statement (Rs Cr)

Year End-March FY17 FY18 FY19 FY20E FY21E
Revenues 7,614 7,722 8,533 9,454 10,533
Change (%) -2.1% 1.4% 10.5% 10.8% 11.4%
Raw materials 3,755 3,820 4,309 4,786 5,340
Gross Profit 3,858 3,902 4,224 4,668 5,193
Employee costs 790 793 938 1,021 1,147
Other expenses 1,560 1,492 1,547 1,658 1,791
Total Expenses 6,105 6,104 6,793 7,465 8,277
EBITDA 1,509 1,617 1,740 1,989 2,256
Other Income 298 305 296 236 211
Depreciation 143 162 177 187 206
Interest 54 53 60 64 73
PBT 1,610 1,707 1,799 1,974 2,188
Extra-ordinary 0 15 75 0 0
PBT after ext-ord. 1,610 1,693 1,724 1,974 2,188
Tax 330 335 279 395 438
Rate (%) 20.5% 19.8% 16.2% 20.0% 20.0%
PAT 1,280 1,358 1,445 1,579 1,750
M1 & Associates -3 -3 -4 0 1]
Consolidated PAT 1,277 1,354 1,442 1,579 1,750
Change (%) 7.8% 6.1% 6.5% 9.5% 10.8%

Source: Company, Arihant Research

Balance Sheet (Rs Cr)

Year End-March FY17 FY18 FY19 FY20E FY21E
Sources of Funds

Share Capital 176 176 177 177 177
Reserves & Surplus 4,671 5,530 5,455 6,453 7,582
Net Worth 4,847 5,707 5,632 6,630 7,759
Loan Funds 911 829 524 796 776
M, Deferred Tax & other liabilities 175 181 59 60 59
Capital Employed 5,933 6,716 6,215 7,485 8,594
Application of Funds

Gross Block 2,432 2,634 2,828 2,878 2,978
Less: Depreciation 884 1,018 1,195 1,381 1,588
Net Block 1,548 1,617 1,600 1,497 1,390
CWIP 42 42 64 64 64
Other non current assets 513 496 502 502 502
Current tax assets 3 5 2 2 2
Net fixed assets 2,107 2,159 2,168 2,064 1,958
Investments 3,240 3,805 3,392 3,892 4,392
Debtors 650 706 834 1,036 1,154
Inventories 1,107 1,256 1,301 1,554 1,731
Cash & bank balance 305 306 328 685 1,326
Loans & advances & other CA 324 469 415 775 819
Total current assets 2,386 2,738 2,877 4,050 5,031
Current liabilities 1,654 1,822 2,032 2,331 2,597
Provisions 145 164 190 190 190
Net current assets 586 752 655 1,529 2,244
Total Assets 5,933 6,716 6,215 7,485 8,594

Source: Company, Arihant Research
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Cash Flow Statement (Rs Cr)

Year End-March FY17 FY18 FY19 FY20E FY21E
PBT 1,610 1,707 1,799 1,974 2,188
Depreciation 143 162 177 187 206
Interest & others -247 -255 -240 -172 -138
Cash flow before WC changes 1,506 1,614 1,737 1,989 2,256
(Inc)/dec in working capital 150 -161 -8 -517 -74
Operating CF after WC changes 1,656 1,453 1,728 1,472 2,182
Less: Taxes -330 -335 -279 -395 -438
Operating cash flow 1,326 1,118 1,450 1,078 1,745
(Inc)/decin F.A+ CWIP -225 -68 -28 -50 -100
(Pur)/sale of investment -634 -549 410 -500 -500
Cash flow from investing -859 -617 382 -550 -600
Free cash flow (FCF) 1,101 1,051 1,422 1,028 1,645
Loan raised/(repaid) 119 -82 -305 271 -20
Equity raised 0 0 0 0 0
Interest & others -775 -882 -1,081 -870 -992
Dividend -396 -396 -351 -574 -621
Cash flow from financing activities -4,146 -5,484 -6,826 -6,594 -7,878
Net inc /(dec) in cash 86 1 21 357 641
Opening balance of cash 220 305 306 328 685
Closing balance of cash 305 306 328 685 1,326

Source: Company, Arihant Research

Key Ratios

Year End-March FY17 FY18 FY19 FY20E FY21E
Per share (Rs)

EPS 7.2 7.7 8.2 8.9 9.9
CEPS 8.1 8.6 9.2 10.0 11.1
BVPS 27.5 324 31.9 37.5 43.9
DPS 2.3 2.3 2.0 3.2 3.5
Payout (%) 31.0% 29.3% 24.3% 36.3% 35.5%
Valuation (x)

P/E 52.4 49.4 46.5 42.5 38.4
P/CEPS 47.1 44.1 41.5 38.0 34.3
P/BV 13.8 11.7 11.9 10.1 8.7
EV/EBITDA 44.8 41.7 38.7 33.8 29.5
Dividend Yield (%) 0.6% 0.6% 0.5% 0.9% 0.9%
Return ratio (%)

EBIDTA Margin 19.8% 20.9% 20.4% 21.0% 21.4%
PAT Margin 16.8% 17.5% 16.9% 16.7% 16.6%
ROE 26.3% 23.7% 25.6% 23.8% 22.6%
ROCE 23.0% 21.7% 25.1% 24.1% 23.8%
Leverage Ratio (%)

Total D/E 0.2 0.1 0.2 0.1 0.1
Net D/E 0.1 0.1 0.0 0.0 -0.1
Turnover Ratios

Asset Turnover (x) 1.3 1.1 1.4 1.3 1.2
Inventory Days 53 59 56 60 60
Receivable Days 31 33 36 40 40
Payable days 86 94 95 90 90

Source: Company, Arihant Research
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Arihant Research Desk

Email: research@arihantcapital.com
Tel. :022-42254800

Head Office Registered Office
#1011, Solitaire Corporate Park , Arihant House

Building No. 10, 1* Floor, E-5 RatlamKothi
Andheri Ghatkopar Link Road Indore - 452003, (M.P.)
Chakala, Andheri (E). Tel: (91-731) 3016100
Mumbai — 400093 Fax: (91-731) 3016199

Tel: (91-22) 42254800
Fax: (91-22) 42254880

Stock Rating Scale
Absolute Return

BUY >20%
ACCUMULATE 12% to 20%
HOLD 5% to 12%
NEUTRAL -5% to 5%
REDUCE <-5%

Research
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Disclaimer:This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation
for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the basis of publicly
available information, internally developed data and other sources believed to be reliable. Whilst meticulous care has been taken to
ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any employee of our
company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This document is prepared 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. Arihant may trade in investments, which are the subject of this document or in related
investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is
based, before its publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision
taken by the reader of this document. Affiliates of Arihant may have issued other reports that are inconsistent with and reach different
conclusion from the information presented in this report. No matter contained in this document may be reproduced or copied without
the consent of the firm.
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