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Performance Highlights

®  Turnover and earnings continue to impress: For Q4FY2007, Dabur India
posted an impressive revenue growth of 20.1% to Rs 576.5cr (Rs 479.9cr),
and a staggering PAT growth of 53.9% to Rs 76.9cr (Rs 50.0cr). The story
was similar for FY2007, with consolidated revenues (net of excise) growing at
17.3% to Rs 2189.0cr (Rs 1865.8cr), and consolidated earnings (net of
exceptional items) growing at 31.6% to Rs 283.0cr (Rs 215.1cr). The growth

Sector EMCG was led by a strong showing in the core categories of consumer care and
Market Cap (Rs cr) 8137 foods.

Beta 0.9 ®  Margins remain muted: Like most other FMCG companies, Dabur felt the

_ pinch of higher raw material prices, with its operating margin for the quarter

52 WK High / Low nrin declining by 100bps to 15.3% (16.3%). The raw material costs, led by rising

Avg Daily Volume 3,04,496 prices of honey, sorbitol and liquid paraffin, increased by 210bps to 44.8% of

Face Value (Rs) 1 sales and the advertising costs increased by a substantial 200bps to 11.3%.

However, Dabur had some success in trimming down its overhead costs, with

BSE Sensex 13771 miscellaneous expenditure dropping by 240bps to 21.7% and staff costs

Nifty 4067 declining to 6.9% of sales (7.5%). For FY2007, the OPM expanded slightly, by

60bps to 16.0% (15.4%). The company had taken price increases of 4-5%
during FY2007, across categories, and hopes to mitigate the adverse impact
NSE Code DABUR of the increasing input costs over the next two quarters. With this in mind, we
expect Dabur to maintain its operating margin at the current level and,

BSE Code 500096

Reuters Code DABU.BO therefore, estimate its OPM at 16.3% and 16.5%, for FY2008 and FY2009,
Bloomberg Code DABUR@IN respectively.
Shareholding Pattern (%) B Mixed signals from segments: The star performers for Dabur in FY2007
Promoters 738 were the consumer care (CCD) and the foods divisions, which grew at 15.6%
: and at 28.0%, respectively (in volumes). However, the consumer health
MF/Banks/Indian Fis 6.3 division disappointed in Q4FY2007, growing at 8% (versus the 12% growth
FIl/ NRIs/ OCBs 117 seen over the preceding nine.months). The internationa_l business division
: had an impressive showing, with the GCC markets growing by 29%, Egpyt
Indian Public 8.2 growing by 59% and Pakistan sales doubling to Rs 20 cr.
Share Price Vs Sensex Exhibit 1: Key Financials
0 Y/E March (Rs cr) FY2006 FY2007E FY2008E FY2009E
17 14500 Net Sales 1,866 2,189 2,517 2,863
;1; o (% Change) 24.4 17.3 15.0 13.8
- ﬁ Net Profit 215 283 345 404
. 12000 § (% Change) 35.4 31.6 21.9 17.2
fw s Adj. EPS (Rs) 2.5 3.3 4.0 4.7
& 10500 EBITDA Margin (%) 15.4 16.0 16.3 16.5
® m—rrra e P/E (x) 37.6 28.6 23.4 20.0
Z o _5‘*”5‘** o ROE (%) 43.3 42.3 50.4 54.3
888888885555 ROCE (%) 42.1 39.4 47.0 51.2
B8588353388¢83 P/BV (x) 16.3 12.1 11.8 10.9
TETE T e T T EV/Sales (x) 4.4 3.7 3.2 2.8
EV/EBITDA (X) 28.4 23.3 19.9 17.3

Source: Company, Angel Research
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Segmental Information

Exhibit 2: Segmental Revenue
Q4FY2007 Q4FY2006 % Growth FY2007 FY2006 % Growth

Consumer Care 455.1 380.7 195 1766.9 1514.2 16.7
Consumer Health 39.3 39.2 0.3 162.2 148.6 9.2
Foods 70.3 51.5 36.5 260.0 201.2 29.2
Others 11.9 8.5 38.9 44.6 35.6 25.1
Total 576.5 479.9 20.1 2233.7 1899.6 17.6

Source: Company, Angel Research

Exhibit 3: Segmental PBT
Q4FY2007 QA4FY2006 9% Growth  FY2007 FY2006 % Growth

Consumer Care 111.9 91.9 21.8 429.8 355.5 20.9
Consumer Health 9.2 8.9 4.2 39.5 37.9 4.1
Foods 7.8 9.2 (15.7) 23.0 21.3 8.1
Others 0.3 0.4 (8.6) 1.2 1.0 18.3
Less: Interest 2.8 2.4 15.4 16.4

Less: Unallocated exp. 43.1 36.7 158.7 142.8

PBT 83.4 71.3 17.1 319.5 256.6 24.5

Source: Company, Angel Research

Exhibit 4: PBT Margins
Q4FY2007 Q4FY2006 FY2007  FY2006

Consumer Care 24.6% 24.1% 24.3% 23.5%
Consumer Health 23.5% 22.6% 24.3% 25.5%
Foods 11.1% 17.9% 8.9% 10.6%
Others 2.7% 4.1% 2.8% 2.9%

Source: Company, Angel Research

Key Developments

Retail Venture

During Q4FY2007, Dabur announced its retail plans and setup a wholly owned subsidiary — H&B
Stores Ltd — to cater exclusively to the specialty ‘Health and Beauty’ format. The company plans to
kickstart the chain toward the end of FY2008, with an initial equity investment of Rs 140cr, to be
followed by a second, debt-based, capital infusion of around Rs 100cr over the next 3-4 years. Dabur
has targeted revenues of Rs 1700cr from this venture by year five and is quite confident of breaking
even by year four. The size of the stores will vary from 1,500 sq ft to 6,000 sq ft, and the company has
a target revenue of Rs 25,000 per sq ft from these. However, since the project is still on the cards, with
very little groundwork in place, we have not included its revenues into our estimates.

Price Increases

Dabur has taken a 4-5% price increase in FY2007, across categories, in an effort to face rising input
costs. The management, however, has indicated that, going forward, the company will continue to
focus on volumes and not realisations, thus minimising the scope for margin expansion.
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Exhibit 5: Revenues, Earnings and the OPM
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Source: Company, Angel Research

Outlook and Valuation

We have revised our earlier revenue estimates to factor in the poor showing of the consumer health
division and the higher base effect of the consumer care division. We have also expanded our
estimates to FY2009. Our margin estimates remain stable around the 16-16.5% mark, to account for
Dabur’s rising input costs and the cost of setting-up the retail venture. We expect Dabur to report a
turnover growth of 15.0% and 13.8%, and a PAT growth of 21.9% and 17.2%, in FY2008 and
FY2009, respectively. At the CMP, the stock is trading at 23.4x its FY2008E EPS of Rs 4.0, and at
20.0x its FY2009E EPS of Rs 4.7, respectively. As we stated earlier, in the absence of any concrete
plans, we have not factored in the future impact of Dabur’s retail venture. Although Dabur is likely to
maintain a growth momentum of 15-20%, going forward, we feel that such growth is already factored
into the CMP. Therefore, we maintain a Neutral view on the stock.

Exhibit 6: Q4FY2007 Performance Update

Y/E March (Rs cr) Q4FY2007
Net Sales 576.5
Cost of Goods Sold 258.5
(% of Sales) 44.8%
Staff Costs 39.5
(% of Sales) 6.9%
Advertising 65.0
(% of Sales) 11.3%
Other Expenses 125.4
(% of Sales) 21.7%
Total Expenditure 488.4
Operating Profit 88.1
OPM 15.3%
Interest 2.8
PBDT 85.3
(% of Sales) 14.8%
Depreciation 9.0
Other Income 7.1
PBT (incl. Extraordinary Items) 83.4
(% of Sales) 14.5%
Provision for Taxation 5.4
(% of PBT) 6.5%
Reported PAT 78.0
Extraordinary Income/(Expense) (1.11)
Adjusted PAT 76.9
PATM 13.3%
Equity shares (cr) 86.3
Adjusted EPS (Rs) 0.9

Source: Company, Angel Research

Q4FY2006
479.9
205.2

42.7%
36.2
7.5%
44.8
9.3%
115.5
24.1%
401.6
78.3
16.3%
2.4
76.0
15.8%
6.9
2.2
713
14.9%
8.0
11.2%
63.3
(13.35)
50.0
10.4%
86.3
0.6

% Chg
20.1
26.0

9.3
45.0

8.6

21.6
12.5

15.9
12.4

30.9
223.7
17.1
(31.9)

23.2

53.9

FY2007
2189.0
971.1
44.4%
166.7
7.6%
255.9
11.7%
445.7
20.4%
1839.3
349.7
16.0%
154
334.4
15.3%
40.8
25.9
319.5
14.6%
37.3
11.7%
282.2
0.9
283.0
12.9%
86.3
3.3

FY2006
1865.8
807.7
43.3%
145.0
7.8%
221.7
11.9%
404.9
21.7%
1579.3
286.6
15.4%
16.4
270.2
14.5%
26.9
13.4
256.6
13.8%
30.0
11.7%
226.6
-11.4
215.1
11.5%
86.3
2.5

% Chg
17.3
20.2
15.0
15.4

10.1

16.5
22.0

(6.2)
23.8

515
93.8
24.5
24.3

245

31.6
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DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose
possession this document may come are required to observe these restrictions.

Opinion expressed is our current opinion as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be
regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to
change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While every
effort is made to ensure the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one can use
the information as the basis for any claim, demand or cause of action.

Recipients of this material should rely on their own investigations and take their own professional advice. 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 their own advisors to determine the
merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. Certain transactions -
futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. 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.

We do not undertake to advise you as to any change of our views expressed in this document. While we would endeavor to update the information herein on a reasonable basis, Angel Broking, its
subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the information current. Also there may be regulatory, compliance, or other reasons that
may prevent Angel Broking and affiliates from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without
notice.

Angel Broking Limited and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities of
the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect
to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions.

Angel Broking Limited and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies
referred to in this report, as on the date of this report or in the past.
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