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FMCG — Q4 FY09

Trend in crude WTI price We expect our FMCG universe to maintain its healthy growth
momentum in Q4 FYO09. Correction in key raw material prices is
likely to fuel operating margin expansion. During the quarter, the
150 Government reduced excise duty on most FMCG products by —8-
14%. Many players have passed on the excise and input cost
benefits to consumers by taking price cuts and increasing
grammage of products. Volume growth is likely to be maintained at
levels seen in recent past aided by upsurge in rural demand, which
is on back of higher MSP across major agri-commodities, ~Rs716bn
farm loan waiver and —Rs300bn payout for people in rural areas
provided by National Employment Guarantee Act. We remain
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Palm Oil prices positive on the sector with ITC, Nestle and Marico as our top picks.
5,000 5 (Ringgits/MT) Revenue growth to remain strong
4,000 - We expect our universe of nine consumer stocks to record ~12-24% yoy
revenue growth during Q4 FY09 led by stable volume growth. HUL is likely
3,000 1 to witness 17% yoy increase in revenue. However, volume growth will
2000 | remain Io_w due to volume _slowdown in the core soaps and detergent
’ segment impacted by short winter and transporters strike in January 2009.
1,000 ‘ ‘ ‘ ITC is expected to report ~12% rise in revenue with decline in cigarette
Apr-08 Aug-08 Dec-08 Apr-09 volumes arrested at —2-3% as conversions to filter cigarettes has been

strong. Loss in the other FMCG segment is likely to continue while the hotels
segment will remain impacted by the slowdown in the tourism industry.
Nestle is likely to witness strong 21% increase in revenue primarily driven
4,350 1 (Rs/100KG) by over 22% rise in domestic sales. Britannia and Marico are expected to
4,100 outperform the peers with a 24% yoy growth partly due to low base effect.
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Copra prices™

Correction in input prices to fuel margins

With the exhaustion of high cost inventories and decline in key raw material
prices, most of the players will witness healthy margin expansion. Personal
care companies like HUL, Colgate and Dabur will benefit from the correction
in LAB, palm oil and packaging material prices. Decline in copra prices will
cushion Marico’s operating margin. HUL has passed on the benefits of lower
input cost and excise savings to consumers with price cuts and increased
Sugar index grammage of its mass consumer brands like Lux, Wheel Powder and
Lifebuoy. ITC is expected to witness 90bps expansion in OPM as a result of
full impact of price hikes taken in H1 FY09. Impact of firm sugar and wheat
prices on food companies is likely to be mitigated by decline in prices of
skimmed milk powder and price hikes initiated in the recent past.
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1551 Strong revenue growth and margin expansion to drive PAT growth

145 4 We expect our universe to witness —17% yoy surge in net profit driven by

<

135 : : : strong revenue growth and expansion in margin. The players are focusing
Mar-06 Mar-07 Mar-08  Mar-09 more on lower price unit products, taking price cuts for driving volumes and
are also offering freebies to gain market share. We believe, going forward

Source: Bloomberg, *Company the revenue growth to be mostly volume driven and not price-led.

Q4 FYO09 Estimates

yoy growth OPM yoy Change yoy growth
Rs m Revenues| (%) (%) (bps) PAT* (%)

Britannia 8,518 23.0 (91)

Colgate 4,499 15.0 14.1 113 667 19.9
Dabur 7,223 19.1 16.0 (13) 948 13.9
GSK Consumer # 4,933 20.2 18.5 (91) 665 17.5
Godrej Consumer 3,301 214 18.4 (251) 472 15.6
Hindustan Unilever 44,476 17.2 11.8 100 4,647 22.8
ITC 44,148 12.2 275 90 8,256 12.2
Marico 5,782 23.7 10.1 30 370 22.7
Nestle # 13,176 20.8 24.9 202 2,069 29.2

Source: Companv. India Infoline Research *Pre-exceptional PAT. #Year end December
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Performance since January 2009
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Source: BSE
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Recommendation parameters for fundamental reports:

Buy — Absolute return of over +10%
Market Performer — Absolute return between -10% to +10%

Sell — Absolute return below -10%
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This report is for the personal information of the authorised recipient and is not for public distribution and should not be reproduced or redistributed
without prior permission.

The information provided in the document is from publicly available data and other sources, which we believe, are reliable. Efforts are made to try
and ensure accuracy of data however, India Infoline and/or any of its affiliates and/or employees shall not be liable for loss or damage that may
arise from use of this document. India Infoline and/or any of its affiliates and/or employees may or may not hold positions in any of the securities
mentioned in the document.

The report also includes analysis and views expressed by our research team. The report is purely for information purposes and does not construe to
be investment recommendation/advice or an offer or solicitation of an offer to buy/sell any securities. The opinions expressed are our current
opinions as of the date appearing in the material and may be subject to change from time to time without notice.

Investors should not solely rely on the information contained in this document and must make investment decisions based on their own investment
objectives, risk profile and financial position. The recipients of this material should take their own professional advice before acting on this
information.

India Infoline and/or its affiliate companies may deal in the securities mentioned herein as a broker or for any other transaction as a Market Maker,
Investment Advisor, etc. to the issuer company or its connected persons.

India Infoline Ltd. One India Bull Center, Jupiter Mill Compound, 841, Senapati Bapat Marg, Nr, Elphinstone Road, Lower Parel (W),
Mumbai 400 013.

For Research related queries, write to: Amar Ambani at amar@indiainfoline.com or research@indiainfoline.com
For Sales and Account related information, write to customer care: info@5pmail.com or call on 91-22 4007 1000
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