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Relative Performance

Relative to sector: Neutral

BUILDING IN NEAR-TERM STRESS

Marico issued an investor update, cautioning investors against
excessive earnings forecast. The mgmt continues to remain
optimistic of the long-term growth prospect of the biz but wishes
to highlight short-term pains, especially over the next 1/2 qtrs.

Key takeaways from the investor update:
O “Copra’s bull run denotes a structural upward shift; may need
to reset the rules of the game” - The bull run in copra started

150 in May’10. Demand-supply imbalance & speculative interests
125 have resulted in ~83% increase in prices during CY11. We
believe this move is not structural in nature, similar to 2008,

100 and prices could soften in the flush season of Feb’12. Given
75 ‘ ‘ the recent decline in vegetable oil prices, we believe the

Jul-10  Jan1i  Jul1d demand-supply imbalance in Copra will also be restored.
7555 FMCG —— Marico QO “May not take any further increase in retail prices as it may
ensex

Source: Bloomberg, ENAM Research

impact volume growth” - Despite the 32% YTD price hike in
Parachute (~30% of sales), there has been a shortfall in
covering cost inflation. Further price increases in the segment

Stock data is fraught with risk of muted volume growth, which is still in
No. of shares . 615 mn the nascent stage of recovery. Hence, a cap on price hikes will
g‘;fket:?]l? y : 2523-381’; 110 impact margin recovery in the short run. We have build in

ee o) 3 S S . . .
Avg‘fvda"y Jﬁ,_/(erv;th) : 351’806 shares 13% vol. growth in FY12E (vs. 11% in FY11) for the domestic
Bloomberg code : MRCO IB business; while we have factored in a 125 bps YoY decline in
Reuters code : MRCO.BO

Shareholding (%)

Jun-11 QoQ chg

EBITDA margin for FY12E due to input cost pressure.

Promoters 62.9 (0.0) Use this continued weakness as an entry opportunity

EIFSS/UTI 22'3 (00'22) In view of the near-term pain and continued high input prices, we
Banks / Fis 13 (0.0) have lowered our earnings ests by 8% for FY12E & 7% for FY13E.
Others 6.9 0.1

Financial summary (Consolidated)

Consequently, the TP has been lowered to Rs 140 (earlier: Rs
156). The 12% price correction, on cautious guidance from mgmt,
has not yet brought the stock to attractive levels. But we believe,
further correction from this point on or weak Q2FY12 should be
used as an opportune entry point. We maintain our HOLD rating.

Net Sales  Adj. PAT  Consensus EPS Change EV/EBITDA  DPS

(Rsmn) (Rsmn) EPS*(Rs.) (Rs.) YoY (%) (9] (GED)

2010 26,608 2,383 3.9 15.5 - 42,5 33.8 - 0.7
2011 31,283 2,393 3.9 (0.4) = 29.8 26.1 = 0.7
2012E 39,336 3,011 5.4 4.9 25.8 28.8 28.5 245 19.1 1.0
2013E 46,040 3,883 6.8 6.3 29.0 22.4 29.3 29.8 15.1 1.3

Source: *Consensus broker estimates, Company, ENAM estimates

ENAM Research is available on Bloomberg (ENAM <Go>), Reuters.com, Firstcall.com and Factset.com
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Marico Ltd

Marico group: Growth trends (%)
Q3'10 Q4'10| FY10|Q1'11 Q2'11 Q3'11 Q4'11| FY11|Q41'12 FY12E FY13E

29 Parachute * vol. 8 14 11 14 11 5 5 10 10 11 10
16 Saffola edible oils vol. 17 13 17 18 18 13 14 16 15 15 14
14 Value added hair oils vol. 11 27 16 27 14 31 21 24 32 21 16
11 Others " vol.
Domestic biz. vol. 14 13 13 16 11 10 9 11 15 13 11
70 Domestic biz. value 4 4 5 11 9 19 30 17 36 23 16
Intl biz vol. 16 22 21 19 18 25 13 19 na 17 18
Price & Sales mix (pre Forex) 8 (0] 9 12 5 8 11 8 na 4 4
23 Intl. biz. val (post Forex) 28 16 36 23 18 28 21 22 26 19 20
Kaya Like-to-like clinic sales (13) (13) (6) (5) (3) 10 6 2 14 6 6
7 Kaya post Derma Rx 16 22 21 14 28 41 41 31 24 20 24
Marico group (Volume) 14 14 14 16 15 15 9 12 21 11 12
Marico group (price + sales mix) (6) (8) (3) (3) (2) 7 15 6 12 15 5
100 Marico group rev. growth 8 6 11 13 13 22 24 18 33 26 17

Source: Company; Note: * Growth for rigid packs only. ~ Others includes Nihar, Sweekar (sold in Q4'11), Oats, Arise etc

Parachute (~30% of sales) volumes are expected to be steady in FY12E:
Despite the 32% YTD price hike in Parachute, 1QFY12 volume grew 10%
YoY. The volume growth is expected to remain steady as: (1) consumer
preference remains sticky amongst hair oil categories i.e. Coconut, Amla,
Cooling & Almond; (2) Parachute still is the cheapest hair oil amongst
other hair oil categories; (3) the absolute price increase of Rs 7 for a 100
ml pack (earlier priced at Rs 20) is not significant in the context of monthly
grocery budget. In our opinion, Parachute volume is expected to grow by
11% YoY in FY12E, in-line with 10% volume growth in FY11.

Price hikes in key products Comparative Price for 100ml packs
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Source: Company, ENAM Research; Note: Parachute prices are for 100 ml pack. Saffola prices are for Saffola Gold 1
litre pack
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Copra price trend (40% of RM)

Marico Ltd

Copra prices likely to trend lower (~40% of RM cost): Copra prices has
corrected 10% from its Jan'11 peak but is still ~83% higher YoY for
CY11. The surge in demand for coconut oil could be attributed to a
switch of Palm kernel oil users to coconut oil (for cooking purpose), as
the price differential between the two has narrowed down, even though
supply of copra has been steady. Similar demand-supply imbalance
was noticed in 2008 when crude oil peaked at USD 147. We believe
there is a high probability that this temporary imbalance will be reset in
H2FY12E, as coconut oil premium to palm kernel oil is close to the
historical low (refer chart). Edible oil prices are trending weak, with
Sunflower oil (Vv 3%) & Palm kernel (v 22%) having corrected from
their recent peak in Jan/Feb’11. We have modeled a 230 bps decline
in gross profit margin (to 40.5%) for the domestic business in FY12E.
Further, we believe there remains a probability of margin improvement
in H2FY12E.

Coconut oil Premium over Palm kernel oil
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Marico Ltd

Marico P/E relative to Sensex P/E

Marico 1-year forward P/E
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This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this

document should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to
buy or sell the securities of companies referred to in this document. The intent of this document is not in recommendary nature

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities

of companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of
such an investment. The investment discussed or views expressed may not be suitable for all investors

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express
or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of

the views expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and
alternations to this statement as may be required from time to time without any prior approval

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or
deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or

solicit investment banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent
of each other. The recipient should take this into account before interpreting the document

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM
Securities Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other
person or published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to
U.S.Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident
thereof. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform
themselves about, and observe, any such restrictions

Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information.

Copyright in this document vests exclusively with ENAM Securities Private Limited.
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