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Dabur India Limited
Going steady

Hold

Dabur India Limited (DIL) registered strong performance in Q1’08 with net
sales increasing 20.1% yoy, driven by revenue growth of 18.7% yoy in
‘Consumer Care Business’, 38.7% yoy in ‘Foods Business’ and 34.3% yoy
in ‘Others’ segment. Inspite of inflationary cost pressures during the
quarter, EBITDA margins showed improvement by 63 bps yoy and stood
at 15%. Net profit rose sharply by 29% yoy during Q1'08, driven by higher
prices and increased volumes during the quarter. During FYO07, the
Company revised its prices upward in the range of 2.5% to 4%. However,
during Q1’08 only marginal adjustment in prices was done. Growth in net
profit was also supported by 46% yoy growth in other income, which stood

at Rs. 77.1 mn during the quarter.

Taking in view the Company’s consolidated performance, we expect the
net sales to grow at a CAGR of 16.4% to Rs. 29.8 bn in FYQO9E. EBITDA is
expected to grow at a CAGR of 11.7% to Rs. 4.7 bn and net profit at a
CAGR of 11.8% to Rs. 3.5 bn in FYO9E.

At the current levels, we expect a limited upside of 8.6% and maintain the
target price of Rs. 117 for FYO8E. Based on our analysis we downgrade

the rating from Buy to Hold .

YoY%

Quarterly Data
(Figures in Rs mn, except per share data)

QoQ%

Net Sales 4,755 5,765 5,709 20.1% (1.0%)

EBITDA 692 952 869 25.6% (8.7%)

Net Profit 482 769 622 29.0% (19.1%)

Margins(%)

EBITDA 14.4% 16.3% 15.0%

NPM 10.0% 13.2% 10.8%

Per Share Data (Rs.)

Normalised EPS 0.6 0.9 0.7 30.9% (18.2%)
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Result Highlights

» Driven by segmental growth, net sales registered an upside of 20.1%
yoy.

e EBITDA margins rose to 15% in Q1'08, showing improvement by 63
bps.

* On the back of higher other income and reduced effective tax rate, net
profit grew by a robust 29% yoy.

e Consumption of raw material increased to 42.7% of net sales,
increasing by 178 bps yoy, whereas, A&P and staff cost remained
relatively flat during the quarter.

» Other expenditure and sales tax paid registered a decline by 97 bps
and 142 bps respectively.

Consumer Care Business which contributes around 79.1% to revenue
and 85.9% to EBIT, recorded 18.7% yoy growth during Q1'08. The growth
in Consumer Care was driven by 15.4% growth in Oral Care, 24% in Vatika
Shampoos (as against the category growth of 15%) and robust growth of
30% in Health Supplements. However, Vatika Hair Oil declined during the
quarter as price differential to plain coconut oil remained high and also

because of the planned reduction in inventories.

Consumer Health Division which operated at an EBIT margin of 26.7%,
recorded marginal growth in revenues by 1.7% yoy. However, the overall
growth in this division was sluggish because of the decline registered in
some of the major products. The division is planning to increase the growth
rate by introducing a number of new products, new campaigns and new

packaging during the quarter.

International Business recorded a strong growth of 54% yoy with an
impressive performance across all markets. The growth was driven by
GCC, Egypt and Pakistan. GCC recorded yoy growth of 60%, Egypt 51%
and Pakistan 130%. The new manufacturing unit at Ras Al Khaimah in
UAE for manufacturing Dabur products for the Middle East and African
markets is underway with finalisation of layout and equipment. International
Business contributes around 13% to total group revenues and is currently
growing at 2-3 times the pace of the domestic business.
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Dabur Foods , a 100% subsidiary of Dabur India Limited, which is one of

the fastest growing divisions of the Dabur Group, got merged with DIL
_ effective from 1% April 2007. With this merger, the Foods portfolio will be

Merger of Dabur Foods with ) ] ) )
Dabur India Limited integrated completely with the core FMCG business and is expected to
yield significant benefits in terms of cost and revenue synergies. The
Company is working out a plan to capture the huge potential of the food

business and the benefits of integration on both back as well as front end.

Key Events

* Mr. V.C. Burman stepped down as the Director and Chairman of the
Change in Chairmanship of DIL Company. Dr. Anand Burman, who was earlier holding the Vice
Chairman’s office, is now appointed as the new Chairman of Dabur

India Limited.

 With the incorporation of a wholly owned subsidiary H & B Stores
Limited, the Company'’s retail venture is underway for its launch. The
Dabur all set for the retail front . .
Company is panning to open around 30 stores by early August next
year, whereas, 8-10 stores will be opened during the current fiscal

year.

* The paid-up share capital of the Company was increased by approx.
Increase in paid-up share capital Rs. 1 mn on 24" May 2007, consequent upon the allotment of
10,14,953 equity shares of Re. 1/- each on the exercise of stock

options by the employees.

Key Risks

e Competitive pressures from other FMCG companies and foreign
Rising competitive threats players entering the Indian market, pose a threat to Company’s market

share.

Strengthening of rupee +  Strenghthening of Indian rupee is also a risk to our EPS estimates as

Dabur’s share from international business is increasing constantly.
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Outlook and Valuation

We expect DIL's net sales to grow at a CAGR of 16.4% to Rs. 29.8 bn in
FYO9E. EBITDA is expected to grow at a CAGR of 11.7% to Rs. 4.7 bn
and net profit at a CAGR of 11.8% to Rs. 3.5 bn in FYO9E. Inspite of Dabur

upside expected from the current growing extensively in the international markets and impressive growth in

levels

its Food business, we feel that much of this growth has been factored in its
current price and are a expecting a limited upside of 8.6%.

Based on our analysis of the Company’'s quarterly results, we downgrade
our rating from Buy to Hold.

Key Figures (Consolidated)

Year to March FY05 FY06 FY07 FYO8E FYO9E CAGR (%)
(Figures in Rs. mn, except per share data) (FYO7-09E)
Net Sales 14,941 18,658 21,966 25,907 29,775 16.4%
EBITDA 2,180 3,042 3,757 4,210 4,690 11.7%
Net Profit 1,558 2,142 2,830 3,220 3,541 11.8%
Margins(%)

EBITDA 14.5% 16.2% 16.9% 16.0% 15.5%

NPM 10.4% 11.4% 12.7% 12.3% 11.7%

Per Share Data (Rs.)

Normalised EPS 1.8 2.5 3.3 3.7 4.1 11.8%
PER (x) 20.4x 33.0x 32.9x 29.0x 26.4x
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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.
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