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Lockout in Assam mellowed results 

Hindustan Unilever Ltd (HUL), the FMCG major, reported lacklustre 

performance for Q3’07 with a subdued growth of 9.7% yoy in net sales due 

to seven weeks lockout in the Assam factory which caters the demand of 

the personal products segment. However, the results are not comparable 

to the extent of amalgamation of Modern Foods (India) Ltd with the 

Company. Excluding the effect of amalgamation, net sales grew 9% yoy to 

Rs. 33.4 bn yoy. The Personal Products segment, which contributed more 

than 25% to the top line, registered a subdued growth of 4% yoy. 

Moreover, due to the loss of tax benefits from the Assam plant, net profit 

for the quarter also bared the brunt. While adjusted net profit increased by 

a mere 6.9% yoy to Rs. 4.1 bn, net profit margin dipped 30 bps yoy to 

12.2%.   

Keeping in view, the expected growth in the non-core segments and the 

better performance by the core segments in the coming years, we expect 

net sales to grow at a CAGR of 12.1% to Rs. 156 bn over CY06-CY08E. 

However, rising input costs and increasing competition remains a cause for 

concern. 

Recently, HUL’s initiation of Rs. 6.3 bn share buyback at a maximum price 

of Rs. 230 per share obtained the shareholders approval. This along with 

the Company’s move to sell off its non-core assets will provide some near 

term upside to the share price. Hence, we maintain our Hold rating on the 

stock. 
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Key Figures (Standalone)

Quarterly Data Q3'06 Q2'07 Q3'07 YoY% QoQ% 9M'06 9M'07 YoY%
(Figures in Rs. mn, except per share data)

Net Sales 30,660    34,814    33,646    9.7% (3.4)% 89,256    100,304  12.4%

Adj. EBITDA 4,446 5,394 4,802 8.0% (11.0)% 12,405        14,313 15.4%

Adj. Net Profit 3,830 4,719 4,093 6.9% (13.3)%     10,345 12,151    17.5%

Margins(%)

 
Adj. EBITDA 14.5% 15.5% 14.3% 13.9% 14.3%
Adj. NPM 12.5% 13.6% 12.2% 11.6% 12.1%

Per Share Data (Rs.)
Adj. EPS 1.7 2.1 1.9 6.9% (13.1)% 4.7 5.5 17.4%

RESULTS REVIEW

Share Data

Market Cap Rs. 469.3 bn

Price Rs. 212.55

BSE Sensex 19,162.57

Reuters HLL.BO

Bloomberg HUVR IN

Avg. Volume (52 Week) 0.7 mn

52-Week High/Low Rs. 230.4/166

Shares Outstanding 2,207.7 mn

Valuation Ratios (Consolidated)

Year to 31 December 2007E 2008E

EPS (Rs.) 7.9 9.2

+/- (%) 15.9% 16.8%

PER (x) 26.9x 23.0x

EV/ Sales (x) 3.4x 3.0x

EV/ EBITDA (x) 22.8x 19.7x

Shareholding Pattern (%)

Promoters 51

FIIs 13

Institutions 17

Public & Others 19

Relative Performance
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Result Highlights 

On the back of unexpected decline in the personal product segment, net 

sales for Q3’07 showed a slow growth of 9.7% yoy to Rs. 33.6 bn, the 

lowest for the current fiscal. Personal Products segment grew marginally 

by 4% yoy owing to seven weeks lockout at the Assam unit. In this 

segment, the skin and toothpaste categories were the most adversely 

impacted due to the lockout. Moreover, a negative growth of 4.2% yoy in 

exports, which contributed around 9.3% of net sales, added fuel to the fire. 

However, soaps and detergent segment improved 12.8% yoy backed by 

strong growth across all Fabric Wash brands.     

 

While Adj. EBITDA expanded 8% yoy to Rs. 4.8 bn, on a sequential basis it 

declined substantially by 11%. Adj. EBITDA margin for Q3’07 showed a 

marginal decline of 20 bps yoy to 14.3% due to rising other expenditure to 

17.4% of net sales (increase of 30 bps yoy). Despite a 32.9% yoy increase 

in financial other income, adj. net profit disappointed with only  

6.9% yoy growth. However, the net profit margin for the quarter was 

relatively flat at 12.2% yoy.   

 

Segmental Highlights  
 

‘Soaps and Detergents’  segment and ‘Personal Products’  segment 

which together contributed 72.5% of the total segmental revenues, 

improved 12.8% yoy (led by Lifebuoy and Breeze) and 4% yoy, 

respectively. The growth of ‘Personal Products’ segment was affected due 

to an unexpected seven weeks lockout in the Assam plant. ‘Soaps and 

Detergent’ EBIT registered a robust growth of 52.7% yoy while in the 

‘Personal Products’ segment, EBIT was negative 6% yoy. The quarter 

witnessed a steady gain of 220 bps yoy to 37.7% in the laundry market 

share but in the personal wash category market share declined 90 bps yoy 

to 53.2%.        

 

‘Foods’  business continued its strong performance and grew 16.8% yoy. 

In ‘Beverages ’ (which contributed 11.5% of the total segmental revenues), 

tea maintained its steady growth with Red Label, 3 Roses and Lipton 

Domestic FMCG – ‘Home and 
Personal Care’ improved  
9.5% yoy 

Another adverse quarter for 
‘Personal Products’ segment 

 Margins under pressure  
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Yellow Label performing well. ‘Processed Foods’  continued its high 

growth trajectory with a 32.5% yoy growth, driven by the strong 

performance in Kissan and Knorr categories. Further, to strengthen the 

‘Processed Foods’ category, the Company re-launched the Knorr Soups 

range during the quarter. Despite an “off-season” period the ‘Ice-Creams’ 

segment achieved a double digit growth in Q3’07.     

 

‘Other Operations ’ which primarily consists of Chemical and Water 

business grew 33.8% yoy. Q3’07 witnessed the launch of water purifiers in 

two more states – Delhi & UP. Thus, Pureit water purifier now serves three 

million consumers. Although, water business is expanding at a fast pace, 

we expect the business would take a couple of quarters to start 

contributing to the bottom line.   

 

 

Key Events 

 

• The Board of Directors declared a Platinum Jubliee dividend of  

Rs. 3 per share to commemorate the 75th year of the Company. 

• The Company expanded its product portfolio by launching Lux Crystal 

Shine, Lakme Skin Balancing Toner, Strawberry Face Wash, Dove 

sachet launch, Lakme 9-5 range, and Elle 18 range extension.  

•  ‘Pureit’ water purifier further extended to Delhi & UP. 

                                

 

                                                   Key Risks 

 

• Rising crude palm oil prices could affect the profitability of the ‘Home & 

Personal Care’ segment, which contributes around 93.5% yoy to the 

overall segmental EBIT. 

• Foreign players entering the Indian FMCG market could pose a risk to 

the Company’s already declining market share. 

 

 

 

Robust growth in ‘Processed 
Foods’ driving the Foods 
Business  

 

‘Water business’ – expanded 
to eight states 
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Outlook  
 

HUL, registered a lower than expected top-line growth of 9.7% yoy in 

Q3’07. The continuous slowdown in the ‘Personal Products’ segment, due 

to unexpected seven weeks lockout at the Assam unit significantly affected 

the performance of the Company in the third quarter. Consequent to this, 

the Company also lost in terms of tax benefits from the Assam facility. 

Although, HUL possesses the ability to take successful price hikes, but 

with the continuing upward rally in crude palm oil prices, margins are 

expected to remain under pressure. The Company is also tilted more 

towards reconstruction and product expansion rather than introducing 

innovative products to the market which will further keep margins under 

check. 

However, with the re-launch of ‘Fair & Lovely’ in the previous quarter and 

the Assam unit resuming operations, HUL is set to pose better 

performance in the upcoming quarters. Moreover, the share buyback 

announced by the Company along with its plans to sell off some of its non-

core assets and properties will be the near term catalyst for the stock.  

Based on the fundamentals and our analysis of the Company’s quarterly   

results, we maintain our Hold rating on the stock. 

 

 

Share buyback to act as a 
short-term catalyst 

Key Figures (Consolidated)

Year to December CY04 CY05 CY06 CY07E CY08E CAGR (%)

(Figures in Rs. mn, except per share data) (CY07-08E)

Net Sales 105,982 115,658 124,110 138,708 155,987 12.1%
Adj. EBITDA 16,308 15,914 18,129 20,423 23,596 14.1%

Net Profit 11,645 13,140 15,049 17,459 20,146 15.7%

Margins(%)

EBITDA 15.2% 13.6% 14.4% 14.5% 14.8%
NPM 10.9% 11.2% 11.9% 12.4% 12.6%

Per Share Data (Rs.)
Adj. EPS 5.3 6.0 6.8 7.9 9.2 16.4%
PER (x) 40.2x 35.6x 31.1x 26.9x 23.0x



Indiabulls (H.O.), Plot No- 448-451, Udyog Vihar, Phase - V, Gurgaon - 122 001, Haryana. Ph: (0124) 3989555, 3989666 
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Disclaimer 
 
This report is not for public distribution and is only for private circulation and use. The Report should not be reproduced or 
redistributed to any other person or person(s) in any form. No action is solicited on the basis of the contents of this report. 
  
This material is for the general information of the authorized recipient, and we are not soliciting any action based upon it. 
This report is not to be considered as an offer to sell or the solicitation of an offer to buy any stock or derivative in any 
jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Indiabulls 
Securities Limited. It does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of individual clients. You are advised to independently evaluate the investments 
and strategies discussed herein and also seek the advice of your financial adviser. 
 
Past performance is not a guide for future performance. The value of, and income from investments may vary because of 
changes in the macro and micro economic conditions. Past performance is not necessarily a guide to future performance. 
 
This report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, 
and it should not be relied upon as such. Any opinions expressed here in reflect judgments at this date and are subject to 
change without notice. Indiabulls Securities Limited (ISL) and any/all of its group companies or directors or employees 
reserves its right to suspend the publication of this Report and are not under any obligation to tell you when opinions or 
information in this report change. In addition, ISL has no obligation to continue to publish reports on all the stocks 
currently under its coverage or to notify you in the event it terminates its coverage. Neither Indiabulls Securities Limited 
nor any of its affiliates, associates, directors or employees shall in any way be responsible for any loss or damage that 
may arise to any person from any error in the information contained in this report. 
 
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 stock 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. No part of this material may be duplicated in any form and/or 
redistributed without Indiabulls Securities Limited prior written consent.  
 
The information given herein should be treated as only factor, while making investment decision. The report does not 
provide individually tailor-made investment advice. Indiabulls Securities Limited recommends that investors independently 
evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser. 
Indiabulls Securities Limited shall not be responsible for any transaction conducted based on the information given in this 
report, which is in violation of rules and regulations of National Stock Exchange or Bombay Stock Exchange. 
 

 


