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Stock data 

No. of shares : 136 mn 
Market cap  : Rs 97.2 bn 
52 week high/low : Rs 772/ Rs 447 
Avg. daily vol. (6mth) : 117,000 shares 
Bloomberg code : CLGT IB 
Reuters code : COLG. BO 
 
Shareholding (%)  Mar‐10 QoQ chg 
Promoters : 51.0 0.0  
FIIs : 15.5 (0.2) 
MFs / UTI : 1.3 (0.1) 
Banks / FIs : 6.1 0.5  
Others : 26.1 (0.2) 
 

 

 BREATHING FRESH IN DIFFICULT TIMES 
Colgate‐Palmolive (India) Ltd reported net sales of Rs 5.2 bn (  13% 
YoY), EBITDA of Rs 1.2 bn ( 54% YoY) and adjusted PAT of 
Rs 1.14 bn ( 40% YoY) in Q4FY10, ahead of expectations.   

Key highlights – Q4FY10 & Outlook 
 Colgate’s toothpaste (~70% revenue) volume grew by 11% in 

Q4FY10, lower than avg. 15% growth in last 5 quarters. In fact, 
toothpaste market in 2009 grew by 7% in value terms vs. 14.5% 
in 2008 which indicates a pull back in consumer off‐take. This 
may have been a temporary impact due to high food inflation. 
We believe Colgate can maintain volume growth of 13% over 
the next few years led by 1) Shift of toothpowder & traditional 
oral product users to toothpaste 2) Gain in market share led by 
innovative new variants 3) Increase in rural distribution reach.  

 Value market share in toothpaste and toothbrush has 
consistently increased over the last 3 years (refer page: 3). 
Consumption building programs and reach to dental 
professionals continue to improve product and brand awareness.

 Input cost sharply declined to 30% of revenue (vs. 44% in 
Q4FY09). We believe this is a one off case due to amalgamations 
of its subsidiaries. We expect gross margin to contract by 80 bps 
in FY11E.      

 Earnings dampeners in FY11E: The production facility at Baddi 
will be moving out of its tax holiday period from April 2010. We 
expect the effective tax rate to move up from 16% to 23% in 
FY11. Advertisement spend (at 15.3% of revenue, lowest in last 4 
years) may be stepped up due to increase in competition from 
large new entrants like P&G.     

 
We have upgraded our EPS estimates by 4% to Rs 32.1 for FY11E 
and by 9% to Rs 38 for FY12E. On a 1‐yr forward basis the stock 
trades at 21.3x, marginally above its historical median of 19.8x. Our 
price target of Rs 800 is based on 21x FY12E EPS.  

Financial Summary 
 
Y/E Mar 

Sales 
(Rs mn) 

Adj.PAT  
(Rs mn) 

Consensus 
EPS* (Rs.)

Adj.EPS 
(Rs.)

Change
YoY (%)

P/E 
(x)

RoE 
(%)

RoCE  
(%) 

EV/EBITDA 
(x)

DPS 
(Rs.)

2009  16,983   2,943  ‐  21.6   26  ‐  156   181  ‐ 15 

2010E  19,625   4,233  28.7  31.1   44  23.0  156   176  19.1 20 

2011E  22,625   4,363  31.1  32.1   3  22.3  115   148  16.6 21 

2012E  26,260   5,165  35.5  38.0   18  18.8  102   136  13.5 24 

Source: *Consensus broker estimates, Company, ENAM estimates 

Hemant Patel  
Executive Director – Consumer 
Email: hemantp@enam.com 
Tel: 9122 6754 7617 

Yash Jhaveri 
Asst VP – Consumer 
Email: yash.jhaveri@enam.com 
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Results Update 
 Quarter ended 12 months ended 

(Rs mn) Mar‐10 Mar‐09 % Chg Dec‐09 % Chg Mar‐11E Mar‐10 % Chg
Net Sales 5,166  4,555 13.4 4,906 5.3 22,625  19,625 15.3 

EBIDTA 1,247  809 54.1 1,008 23.7 5,578  4,913 13.5 

Other income 222  205 8.0 278 (20.2) 470  325 44.6 

PBIDT 1,469  1,015 44.8 1,286 14.2 6,048  5,238 15.4 

Depreciation 206  64 224.4 56 269.2 378  376 0.7 

Interest 4  1 263.6 5 (23.1) 4  15 (76.4)

PBT 1,259  950 32.5 1,225 2.8 5,666  4,848 16.9 

Tax  115  131 (11.9) 61 88.1 1,303  615 112.0 

Adjusted PAT 1,144  819 39.6 1,164 (1.7) 4,363  4,233 3.1 

Extra ordinary income/ (exp.) 0  (49) ‐ 0 ‐ 0  0 ‐

Reported PAT 1,144  771 48.4 1,164 (1.7) 4,363  4,233 3.1 

No. of shares (mn) 136  136  ‐ 136  ‐ 136  136  ‐ 

EBIDTA margin (%) 24.1  17.8 ‐ 20.6 ‐ 24.7  25.0 ‐

PBIDT margin (%) 28.4  22.3 ‐ 26.2 ‐ 26.7  26.7 ‐

EPS ‐ annualized (Rs.) 33.6  24.1 39.6 34.2 (1.7) 32.1  31.1 3.1 
Source: Company, ENAM Research  

Revenue and growth trends  EBITDA margin: Is this the Peak?    
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Toothpaste volume slowdown in Q4’10 …but grows ahead of category in 2009  
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Toothpaste Value Market Share Toothpowder Value Market Share  
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 Colgate continued to increase numeric 
Toothbrush Value Market Share distribution network 
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Users switch from toothpowder to toothpaste Partnership with the Profession 

69 70 71 72 73 74 76 78 79 79.1

44 44 44 45 46
50 51 54 57 59

36 35 36 34 35 35 35 35
31 28

20

30

40

50

60

70

80

90

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

(%)

Dentifrice Toothpaste Toothpowder
 

932

200
175102506

10290

5000
3500

8300

70

17500

0

200

400

600

800

1,000

OHM
'04

OHM
'05

OHM
'06

OHM
'07

OHM
'08

OHM
'09

(nos.)

0

4000

8000

12000

16000

20000

Towns Dentists (RHS)
 

Source: Source: Indian Readership Survey; Dentifrice = Toothpaste or toothpowder 

 2007 2008 2009

Urban 83% 84% 86%

Rural 76% 79% 83%

U+R 80% 81% 84%
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Colgate P/E relative to Sensex P/E  Colgate 1‐yr 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. 


