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Stock data 

No. of shares : 226mn 
Market cap  : Rs 32.6bn 
52 week high/low : Rs 197/ Rs 122 
Avg. daily vol. (6mth) : 174,200 shares 
Bloomberg code : GCPL IN 
Reuters code : GOCP.BO 
 
Shareholding (%) Mar-07 QoQ chg 

Promoters : 67.8 (0.1) 
FIIs : 17.8 0.3  
MFs / UTI : 2.7 0.2  
Banks / FIs : 0.2 0.0  
Others : 11.5 (0.4) 
 

 

 GROWTH DISSAPPOINTS 
Godrej Consumer Products Ltd. (GCPL) reported revenues of Rs 2.4bn 
(Ç 26.6%), EBIDTA of Rs 431mn (Ç 13%) and adj. net profit of Rs 
308mn (Ç 2.3%) in Q4FY07. Sharp increase in palm oil prices, higher 
promotional overheads and lower than expected growth in the hair 
colour segment (~60% of standalone PBIT earnings) resulted in lower 
than expected earnings. 

Q4FY07 highlights 
� Toilet Soaps: volumes grew by 14% YoY on the back of a higher 

growth in the lower end segment vs. the popular range.This 
deterioration in the sales mix, combined with a rise in input costs 
lead to an 181bps decline in PBIT margins for Q4FY07.We believe 
that current growth is sustainable over the next 2 years and have 
forecasted a ~70bps expansion in PBIT margins for FY08 as the 
strengthening rupee could provide relief to the rising palm oil 
prices. With a 5-8% price increase affected in Q1FY08, we believe 
that the domestic growth and earnings momentum will sustain. 

� Hair colour: category grew by 11% (domestic) due to the Re.1 
price increase to Rs.9 effected in Dec ‘06. We believe that the 
interim sluggishness in volume off take does not reflect a 
structural slowdown in the category and have forecasted 13% 
CAGR over the next 2 years. PBIT margins for the personal care 
segment (incl. toiletries) have been estimated at 40% for FY08E. 

Earnings downgrade, maintain outperformer 
Despite our earnings downgrade of 8% for FY08, we expect a 15% 
CAGR in revenue and a 19% CAGR in PAT growth over the next two 
years. While there is a visible slowdown in hair-colour (the most 
profitable category) we do not believe this to be a structural
downturn. We believe that the current valuations more than 
adequately factor in the growth and cost inflation concerns. At CMP of 
Rs 144 the stock trades at 19.4x FY08E and 16.4x FY09E earnings. 
We maintain sector Outperformer rating on the stock.  

Financial summary (Consolidated) 
 
Y/E Mar 

Sales 
(Rs mn) 

Adj. PAT  
(Rs mn) 

Consensus 
EPS* (Rs )

EPS 
(Rs )

Change
YoY (%)

P/E 
(x)

RoE 
(%)

RoCE  
(%) 

EV/EBIDTA 
(x)

DPS 
(Rs )

2006  6,980   1,138  -  5.0   33  36.1  177.0   129.2  29.2 3.5 
2007  9,532   1,393  -  6.2   23  23.9  131.4   75.5  19.2 3.7 
2008E  11,111   1,675  7.9  7.4   20  19.4  100.8   64.8  15.9 4.5 
2009E  12,574   1,982  9.3  8.8   18  16.4  83.9   72.4  13.6 5.5 

Source: *Consensus broker estimates, Company, ENAM estimates  
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Results update 
 Quarter ended  12 months ended 

(Rs mn) Mar-07 Mar-06 % Chg Dec-06 % Chg Mar-08E Mar-07 % Chg 

Net Sales 2,424  1,915 26.6 2,380 1.8 11,111  9,532 16.6 

EBIDTA 431  381 13.0 515 (16.4) 2,100  1,797 16.9 

Other income 6  7 (4.5) 17 (63.2) 70  28 150.0 

PBIDT 437  388 12.7 532 (17.9) 2,170  1,825 18.9 

Depreciation 45  31 43.8 36 25.3 154  142 9.0 

Interest 20  21 (6.5) 33 (39.4) 102  96 5.9 

PBT 372  335 11.0 464 (19.7) 1,914  1,587 20.6 

Tax  64  34 87.2 68 (5.4) 239  194 23.2 

Adjusted PAT 308  301 2.3 396 (22.2) 1,675  1,393 20.3 

Extra ordinary income/ (exp.) 86  5 1,614 2 - -  48 - 

Reported PAT 394  306 28.7 398 (1.0) 1,675  1,440 16.3 

No. of shares (mn) 226  226 -  226 -  226  226 -  

EBIDTA margins (%) 17.8  19.9 -  21.6 -  18.9  18.8 -  

PBIDT margins (%) 18.0  20.3 -  22.4 -  19.5  19.1 -  

EPS - annualized (Rs.) 5.5  5.3 2.4 7.0 (22.2) 7.4  6.2 20.4 

Source: Company, ENAM Research  

Toilet Soaps – Cost pressures, deteriorating sales mix  
� GCPL’s soap brands grew by 20% YoY in value terms increasing market 

share from last year to 9.4% (  20bps). Growth in volumes has been 
higher in the low-end segment (Godrej no.1) whereas growth in the 
popular segment (Cinthol & Fairglow) has been modest for the quarter.  

� Rise in global palm oil prices and a deteriorating sales mix, resulted in a 
181bps compression in PBIT margin for Q4FY07. GCPL affected a 5-8% 
selective price increase in April 2007 and in our opinion this is sufficient to 
offset the 15% rise in palm oil prices.  

� Outlook: We have forecasted a 14% CAGR for the next 2 years. A 
strengthening rupee, against a relatively lower rise in palm oil prices is 
expected to moderate margins at ~12% in FY08E. 

Growth & Market share trend  PBIT & margin trend 
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Hair Colour – Slowdown, not structural 
� The domestic hair-colour segment growth of 11% for Q4FY07 and 12% in 

FY07 is less than encouraging. The management claims that market growth 
estimates of ~21% (much lower than the earlier estimates of ~35% due to 
rebasing of data effected by AC Nielson) are sustainable. 

� Value growth of 11% in Q4FY07 post the recent price increase by Rs 1 to 
Rs 9 in Dec 06, implies that volume growth for the quarter was virtually nil. 
We believe that the interim sluggishness in volume off-take does not reflect 
a structural slowdown in the category. A real implied growth of 5-7%, 
similar to that of a highly penetrated category such as soaps, is achievable 
in the long term. We have lowered our segmental growth forecast to a 13% 
CAGR over the next 2 years. PBIT margin for the personal care segment 
(including toiletries) has been estimated at 40% for FY08E. 

Hair Colour: Sales & Market share trend  Personal care: PBIT & margin trend 
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Source: Company Note: Hair Colour & Personal care pertain to standalone domestic financials 

 
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. 


