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enue in the range of ¥600 to 650

Godrej Consumer: Outlook positive

Higher palm oil VALUATION DATA crore for FY2024-25.While margin
expansion has played out on
cost o l_ower EPS (3) 187| 223 274 expected lines,revenue growthisa
profitability from soaps EPSgrowth (%) 91 189 228 tadlowerthanitsbusinesscase.
P/E(X) 778] 654 533 We expect Godrej Consumer’s
P/B (X) 118/ 108! 0.7 strong uvG (HSD) momentum to
HEREARETHE kaytalmawaysfrom EV/Ebltda X) 510 lJll.O' 385 sustain in Q2. Unlike Q1, the per-
interaction with the management ROE (%) 145 173 199 formance is likely to be broad-
of Godrej Consumer Products Div. yield (%) 07 07 0o based across clusters including
(GCPL): The robust upside volume S d;as @) 1 160 1 600 1% 160 India, Indonesia, and Africa. The
gap (UVG)momentumin Indiacon- hitda @ '000 3400 3800 Domeinsecticidesbusiness is per-
tinues, driven by improvements in Nelt = %tscg %900 2'300 2'800 forming betterthanin Q1,withan
home insecticides (HI) and sus- Lprofits @ 1,900 2,500] 2890 estimated mid-to-high single-digit

tained strength in soaps. This is

Source: Bloomberg, Company data,
Kotak Institutional Equities estimates

growth, though it has not fully

somewhatoffsetbyadeclinein hair recovered yet. The growth in the
colour sales. Constant currency(cc) : hair colour market has been sub-
growth in Indonesia has increased  inflation, which has ~ Godrej Consumer  accounts for 80% of  vaporiser(LV)isstillnotwidelyavail-  dued due to a weak base, notably
following a muted first quarter, increased by 6.4%  expectsRCCLto  therawmaterialsused able.Itwilltake 3-6monthstoclean  with ‘Adhik Maas’ in Q2FY24.
aligning with expectations. Both  year-to-date inFY25e generate ¥600-650 in producing soap), up the old inventory. It does not  Given that soaps account for one-
Indonesiaand Africaareontrack to {cstimtcs),lsexpcctcd croreinrevenue  cnablingittobemore expect this launch to drive any third of Godrej Consumer’s busi-
achieve strong Ebitda growth this  toput pressureonmar- for FY2024-25. competitive. It noticeablegrowthbeforeQ4FY25E.  ness in India, there may be some
year.Palmoil inflationisexpectedto  gins. The company has While inarckis remains to be seen New i (withRNF molecule) margin pressure due to the com-
impact Godrej Consumer’s profit taken 3%  price 9 whether Hindustan is scaling well and has moved to  pany’sinability to fully offset palm
margins in India.In contrast, Hin-  increase so far (as  have expanded,‘ Unileverwill leverage =~ MSD market share. oilinflation.

dustan Unileverhasnotraisedsoap ~ against 7-8% war- revenue growthis this innovation to Godrej Consumer’s fabric care Overall, we now project aslight
prices due to recent formulation  ranted) as Hindustan slightly below boost its soap portfo-  business was often forgottenwhen  improvement in India’s UVG (com-
innovationsthat havereducedpalm  Unilever (market projection lio’s profitability or it was restricted only to Ezee.The pared to 8% in Q1), HSD Ebitda
oil consumption by approximately  leader with 35-40% P— pursue  aggressive launchofFab(liquid detergent)and ?rowth in the Indian business
25%, making it more compctitive{ share) has retained market share gains.If  relaunchof Genteel, hashelpedfab-  (slightly below previous expecta-
Recommend ADD rating. prices. Hindustan Unilever'srecent needed, Godrej Consumer can riccareportfoliotogrowat50-60%. tions), and low-teen consolidated

Godrej Consumer continuesto  formulation innovationin Luxand  potentially rejig its formulation in Godrej Consumer expects RCCL.  Ebitda growth.

experiencerobustvolumegrowthin  Lifebuoysoap hasreduced itspalm  aboutsixmonthspermanagement. (RC Consumer, a subsidiary of

itssoapssegment.However,palmoil ~ consumption by about 25% (palm The newly launched RNFliquid ~ GodrejConsumer)will generaterev- KOTAK INSTITUTIONAL EQUITIES



