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Key valuation metrics
Year to March 31 (Rs m) Net revenues yoy chg (%) Net Profit EPS (Rs) yoychg (%) EV/EBITDA (x) PER (x)
FY06 18,521 24.0 2,267 4.0 44 .4 18.7 23.8
FYO7 21,722 17.3 2,821 3.3 (17.0) 23.2 28.7
FYO8E 25,047 15.3 3,457 4.0 22.5 18.6 23.5
FYO9E 29,028 15.9 4,184 4.9 21.0 15.3 19.4

In line with our expectations, Dabur India (Dabur) has reported revenue growth of 17.3% at Rs21.7bn in FY07 with
most of the categories growing at strong double digit. However, input cost increase of 19% and ASP spend
increase of 13% have restricted margin expansion to 27bp. PAT has grown at 24.4% to Rs2.82bn in FY07.

We like the fact that Dabur continues to source growth from its core operations of hair oil and health supplements
as also from growth propellers like oral care, home care and foods. Dabur has also announced plans to enter the
retail industry through a chain of 350 stores (Rs1.4bn of equity infusion) positioned on ‘Beauty and Wellness’
platform and targets to reach revenue base of Rs17bn in the next 5 years. Furthermore, with the competitive
landscape intensifying in the FMCG sector, we believe Dabur will explore inorganic growth opportunities
(domestic & international markets). While we remain positive over the growth drivers in Dabur, the key
monitorable will be Dabur’s ability to make itself count in largest opportunity space like soaps & toiletries as also
execution of the retail foray. Dabur has underperformed the Sensex by ~19% over the last one year and we
believe that even at current valuations of 19.4x FYO9E earnings operational gains from the business are fairly
captured. Maintain Underperformer.

HIGHLIGHTS OF FYQ7 RESULTS

O Growth - in line with expectations

Dabur has reported revenue growth of 17.3% in FY07 at Rs21.7bn, which is in line with our estimates. The core
operations of hair oil and shampoos grew by 13% and31% respectively. Top line growth was further helped by growth
in key segments in the consumer care division (CCD) like oral care (23.7% growth), home care (35.1% growth), health
supplements (19.5%) and the foods division which grew by 28%. The international business across different segments
contributed 29.3% to the overall growth, which also propelled the top-line. Dabur has witnessed strong growth in the
Gulf market, besides Rs200m of revenues flowing in from recently entered Pakistan market. We believe that Dabur is
well poised to sustain the growth momentum on the back of fast growing foods, home care, oral care and international
operations. Our only concern area pertains to Dabur’s inability to make itself count in the largest FMCG segment of
soaps and toiletries (Rs45bn category), wherein even after one year of operations, Vatika Soap contributes ~Rs200m of
revenues.
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Segmental revenues & growth

Break-up (Rs m) % of total Revenues % Growth
CCD
Hair Care 22.4 15.8
Home Care 4.8 35.1
Oral Care 15.0 23.7
Health Supplements 15.0 19.5
Digestives & Candles 6.1 6.1
Baby & Skin Care 4.8 -
Total CCD 68.0
CHD 7.0 8.0
Foods 11.0 28.0
International Business 13.0 29.3
Others 1.0 -
Total 100.0

Source: Company

0 Margin expansion — just 27bp

After having witnessed margin expansion of 471bp over FY03-06, Dabur’s EBITDA margins in FY07 has grown by
merely 27bp. While this partly reflects slowing down of incremental gains from units in tax holiday zones, Dabur has
also felt the heat of higher input cost (Foods in particular) and ASP spend increase of 13%. EBITDA margins have
improved just marginally from 15.71% in FY06 to 15.98% in FY07. We expect margins to improve in the current year
mainly on the back of improved contribution from the foods and international business segments and Dabur’s ability to
take price hikes to offset input cost increases.

Cost structure

FY07 FY06
Net sales (Rs m) 21,722 18,521
Material cost (%) 41.20 40.65
Staff cost (%) 7.64 7.34
Advertising cost (%) 13.28 13.20
Other expenditure (%) 22.06 23.41
Operating margin (%) 15.98 15.71

Source: Company, SSKI Research

O Retail foray — Beauty and Wellness

Dabur has announced plans to enter the fast growing retail industry through a chain of Beauty & Wellness stores.
Dabur plans to open 350 stores in next 5 years, and the first store is expected to be opened by the end of FY08. While
Dabur plans an equity infusion Rs1.4bn in the venture and targets Rs17bn in sales over the next five years, the business
is expected to breakeven only in its fourth year of operations.

O Growth propeller — well placed

We continue to like the Dabur’s business model and its portfolio of brands which continue to have strong double digit
growth. We believe that while Dabur will continue to take distribution gains to scale up oral care and home care
portfolio, foods business will grow on the back of new product launches and entry in ready to eat segment. International
operations are also expected to sustain the growth momentum at over 25%, as Dabur enters into newer markets and
also scales up operations in the existing markets like Pakistan (where it has plans to set up a manufacturing plant).
Furthermore, with the competitive landscape intensifying in the FMCG sector, we believe Dabur will explore inorganic
growth opportunities (domestic & international).
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QO Valuations capturing growth — Maintain Underperformer

While we remain positive over the growth drivers in Dabur, the key monitorable will be Dabur’s ability to make itself
count in largest opportunity space like soaps & toiletries as also execution of the retail foray. Dabur has underperformed
the Sensex by ~19% over the last one year and we believe that even at current valuations of 19.4x FYO9E earnings
operational gains from the business are fairly captured. Maintain Underperformer.

Quarterly results (UPDATE)

Quarterly results (Rs Mn) Q4FY06 FY06  Q1FYO7  Q2FY07  Q3FY07 Q4FY07 | FYO7TE  FYO8E  FYO09E
Net Sales 4,799 18521 4,755 5,641 6,176 5,765 | 21,722 25,047  29,028*
% yoy 21.5 20.5 14.7 20.7 14.9 20.1 17.3 16.3 15.9
EBITDA 787 2,909 639 973 1,004 881 3,472 4,213 4,957
EBITDA % 16.4 15.7 13.4 17.3 16.3 15.3 16.0 16.8 171
Net interest 24 164 M 55 31 28 154 150 104
Depreciation 69 312 97 106 115 90 410 437 477
Other Income 22 134 53 103 33 71 259 324 405
Profit before Tax 716 2,567 554 916 891 834 3,168 3,951 4,781
Tax 80 300 80 123 115 54 347 494 598
Profit After Tax 637 2,267 474 792 776 780 2,821 3,457 4,184
% yoy 47.1 44.6 38.3 25.4 19.9 20.8 24.4 22.5 21.0

*Note: Net sales per balance sheet
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The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavor to update the information herein on
reasonable basis, SSKI, its subsidiaries and associated companies, their directors and employees (“SSKI and affiliates”) are under no obligation to update or keep the
information current. Also, there may be regulatory, compliance, or other reasons that may prevent SSKI and affiliates from doing so.

We do not represent that information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared for assistance only and is
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document (including the merits and risks involved). The investment discussed or views expressed may not be suitable for all investors.

Affiliates of SSKI may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
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jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject SSKI and affiliates to any registration or
licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors.
Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

Reports based on technical analysis centers on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as
such, may not match with a report on a company's fundamentals.

SSKI & affiliates may have used the information set forth herein before publication and may have positions in, may from time to time purchase or sell or may be materially
interested in any of the securities mentioned or related securities. SSKI and affiliates may from time to time solicit from, or perform investment banking, or other services for,
any company mentioned herein. Without limiting any of the foregoing, in no event shall SSKI, any of its affiliates or any third party involved in, or related to, computing or
compiling the information have any liability for any damages of any kind. Any comments or statements made herein are those of the analyst and do not necessarily reflect
those of SSKI and affiliates.

This Document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed to and may contain confidential and/or
privileged material and is not for any type of circulation. Any review, retransmission, or any other use is prohibited.

Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. SSKI will not treat recipients as customers by virtue of
their receiving this report.

Explanation of Ratings:

1. Outperformer: ~ More than 10% to Index
2. Neutral: Within 0-10% to Index
3. Underperformer: Less than 10% to Index
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