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REDUCE 
 CMP* Rs566 

Target Price Rs533 

Stock Info 
Sector FMCG 

Market Cap (Rs cr) 19,246 

52 Week High/Low 585/355 

Avg. Daily Volume (3m, ‘000) 213 

Avg. Daily Value (3m, cr) 10.2 

Dividend Yield (%) 0.9 

Sensex 16,831 

Nifty 5,087 

BSE Code 532424 

NSE Code GODREJCP 

Stock Performance 

(%) GCPL NIFTY 

1-week 8.0 (2.0) 

1-month 14.6 (4.4) 

1-year 48.5 (8.1) 

Shareholding Pattern (%) 

 
Stock Price Chart 

 
Note: *CMP as on May 4, 2012 

Analyst: Chitrangda Kapur 

               chitrangda.kapur@relianceada.com 
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Results strong, however, upsides for the stock capped  
Key highlights of the result 
We would like to highlight that the yoy comparison of the numbers are not valid on 
account of complete consolidation of the recently acquired Darling Group of 
companies 

 Yet another quarter of strong sales growth led by both domestic as well as 
international businesses: GCPL reported a top-line growth of ~31% yoy driven by 
high growth in the core categories in the domestic business. In terms of domestic 
business, home care business segment, comprising primarily of household 
insecticides recorded a sales growth of 28% yoy, aided by distribution synergies, 
product innovations and investments behind the brand Good Knight, while, 
soaps and hair colors segment registered sales growth of ~30% yoy (with 
volume growth of 17% yoy) and 13% yoy respectively. International business for 
the company registered 27% yoy organic sales growth with high growth recorded 
from all continents (Asia, Latin America and Europe recorded yoy growth of 30%, 
29% and 21% respectively; Africa including Darling group recorded revenue of 
Rs128cr).  

 Margin expansion aided by gross margin expansion and savings in other 
expenses: Savings in the gross margins (down 249bp yoy) and other expenses 
(down 207bp yoy) on the back of favorable category sales mix and cost 
efficiencies achieved on account of integration, aided operating margin 
performance. Operating margins were up by 173bp yoy to 18.8% for 4QFY2012. 
In terms of other expenses, staff cost (up 197bp yoy) and advertisement 
expense (up 86bp yoy) came in higher.  

 Margin expansion aids recurring earnings: GCPL registered earnings growth of 
21.9% yoy aided by strong top-line growth and trickle– down effect of the margin 
expansion. Depreciation expense came in higher on yoy basis on account of 
increase in the gross block, while, interest expense came in higher on account of 
increased debt in the books of the company.  

Outlook and Valuation 
We are enthused with the quarterly performance of the company, and the numbers 
reported were largely in-line with our estimates. Reporting a strong performance in 
terms of revenue recognition, and achieving cost synergies amongst the acquired 
companies spanning geographies pose uncertainty in terms of exchange rate 
fluctuation, and political environment, however, GCPL has been able to deliver stellar 
results so far.  Hence, we believe, while downside to the stock is limited, upside to 
the stock price from hereon is also capped. On comparison with the FMCG portfolio 
that we track, we believe that GCPL will be an underperformer; we would rather 
prefer HUL (target price of Rs466) or Marico (target price of Rs190) over GCPL at 
the current juncture. Hence, at the CMP, we recommend a Reduce on the stock with 
a target price of Rs533. 

Risks to the view 
 We have not factored the Chile acquisition into our model yet. Strong revenue 

recognition from Chile pose an upside to our estimates    

 Better cost synergies accruing from integration of acquisitions than estimated, 
pose an upside risk  

 
Year End Net Revenues EBITDA Net income (reported) RoaE RoCE EPS Valuations (X) 

 
(Rs cr) % growth (Rs cr) % margin (Rs cr) % growth % % (Rs) P/E EV/EBITDA 

FY2011 3,676 80.1 635 17.3 515 51.6 38.4 24.8 13.9 40.6 32.3 

FY2012 4,851 32.0 861 17.7 727 41.2 32.0 19.4 16.2 34.9 23.4 

FY2013E 6,190 27.6 1,127 18.2 696 (4.2) 22.2 22.8 21.4 26.5 18.7 

FY2014E 7,105 14.8 1,329 18.7 864 24.2 22.5 25.0 25.4 22.3 15.8 
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Exhibit 1: Quarterly Performance (consolidated) 
Y/E March (Rs cr) 4QFY12 4QFY11 % yoy 3QFY12 % qoq FY2012 FY2011 % yoy 

Net Sales 1,323.0 1,011.0 30.9 1,344.1 (1.6) 4,850.9 3,676.3 32.0 

Consumption of RM 614.4 494.6 24.2 632.0 (2.8) 2,318.5 1,707.2 35.8 

(% of Sales) 46.4 48.9  47.0  47.8 46.4  

Staff Costs 120.2 71.9 67.0 110.4 8.8 391.9 284.5 37.7 

(% of Sales) 9.1 7.1  8.2  8.1 7.7  

Advertising 109.6 75.0 46.1 112.1 (2.2) 449.9 352.9 27.5 

(% of Sales) 8.3 7.4  8.3  9.3 9.6  

Other Expenses 230.8 197.4 17.0 225.8 2.2 830.0 696.0 19.3 

(% of Sales) 17.4 19.5  16.8  17.1 18.9  

Total Expenditure 1,074.9 839.0 28.1 1,080.3 (0.5) 3,990.3 3,040.5 31.2 

Operating Profit 248.1 172.1 44.2 263.7 (5.9) 860.7 635.8 35.4 

OPM (%) 18.8 17.0  19.6  17.7 17.3  

Depreciation 15.5 13.3 17.0 17.1 (8.9) 64.4 49.9 29.1 

EBIT 232.6 158.8 46.4 246.7 (5.7) 796.2 585.9 35.9 

Interest 19.4 10.9 78.1 20.5 (5.7) 65.8 43.6  

Other Income 19.5 33.4 (41.5) 12.6 54.8 46.7 69.5 (32.8) 

PBT 232.7 181.3 28.4 238.8 (2.5) 777.1 611.8 27.0 

Provision for Taxation 60.1 39.7 51.4 55.5 8.3 226.1 138.2 63.6 

(% of PBT) 25.8 21.9  23.2  29.1 22.6  

Recurring PAT 172.7 141.7 21.9 183.3 (5.8) 551.1 473.6 16.4 

Ext. Income/(Exp.) 25.0 -  -  200.2 41.1  

Minority Interest 5.0 -  16.2  24.5 -  

Reported PAT 192.7 141.7 36.0 167.1 15.3 726.7 514.7 41.2 

PATM (%) 14.6 14.0  12.4  15.0 14.0  

FDEPS (Rs) 5.7 4.2 36.0 4.9 15.3 21.4 15.1 41.2 

Source: Company, RSec Research 

 
Exhibit 2: Top-line performance though strong, is not comparable yoy 

 

 
 

Source: Company, RSec Research 
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In domestic business segment, 

Household insecticides registered 

strong growth of 28% yoy (~3x higher 

than the industrial growth rate of ~9% 

yoy), while, soaps segment registered 

growth of 30% yoy  

(~1.5x higher growth rate than the 

industrial growth rate of ~20% yoy) 
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Exhibit 3: International business not comparable yoy, boosted by recent acquisitions 

 
 

Source: Company, RSec Research 

 

Exhibit 4: Cost synergies and gross margin expansion aids OPM 

 
 

Source: Company, RSec Research 

 

Exhibit 5: Recurring PAT growth strong, aided by higher revenue and margin expansion 

 
 

Source: Company, RSec Research 
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Domestic business has reported robust 

growth, driven by new product launches 

and full absorption of price hikes taken 

in the past few quarters, while, the 

international revenue is boosted by 

recent acquisitions 

 

 

 

 

Sequential increase in gross margins is 

on account of full absorption of price 

hikes taken in 4QFY2011 across 

portfolio and marginal decline in the 

palm oil prices 

 

For FY2012, OPM registered a flattish 

increase of ~45bp yoy (our estimate 

was an increase of ~25bp yoy), 

primarily on account of high raw 

material inflation (up ~135bp yoy) 

 

 

We have not yet factored in our 

numbers the acquisition of Chile that 

GCPL announced in 3QFY2012 and 

equity dilution on account of 

preferential issue of its shares to 

Baytree investments. We figure both 

the deals together to be EPS neutral for 

GCPL 
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Profit & Loss Statement 
Y/E March (Rs cr) FY2011 FY2012 FY2013E FY2014E 

Gross sales 3,759 4,958 6,329 7,265 

Less: Excise duty 82 107 139 160 

Net Sales 3,676 4,851 6,190 7,105 

Other operating income 3 4 4 4 

Total operating income 3,679 4,855 6,194 7,109 

% chg 80.0 31.9 27.6 14.8 

Total Expenditure 3,041 3,990 5,064 5,776 

EBITDA 635 861 1,127 1,329 

% chg 55.8 35.4 30.9 17.9 

(% of Net Sales) 17.3 17.7 18.2 18.7 

Depre. & Amortization 50 64 78 90 

EBIT 586 796 1,048 1,238 

(% of Net Sales) 15.9 16.4 16.9 17.4 

Interest 52 66 61 52 

Other Income 75 43 47 45 

Share in profit of Asso. - - - - 

PBT (reported) 612 777 1,038 1,235 

(% change) 45.7 27.0 33.6 18.9 

Tax 138 226 311 370 

Tax rate (%) 22.6 29.1 30.0 30.0 

PAT (recurring) 474 551 727 864 

Ext. Exp./ (Income) (41) (200) - - 

Minority interest (MI) - 24.52 30.60 - 

PAT (reported) 515 727 696 864 

% chg 51.6 41.2 (4.2) 24.2 

(% of Net Sales) 14.0 15.0 11.2 12.2 

Basic EPS (Rs) 14.6 16.2 21.4 25.4 

Fully Diluted  EPS (Rs) 13.9 16.2 21.4 25.4 

% chg 39.5 16.4 31.9 18.9 

 

Balance Sheet 
Y/E March (Rs cr) FY2011 FY2012 FY2013E FY2014E 

SOURCES OF FUNDS 
    

Equity Share Capital 32 34 34 34 

Share Capital suspense 
account 

- - - - 

Reserves& Surplus 1,693 2,781 3,410 4,210 

Shareholders Funds 1,725 2,815 3,444 4,244 

Total Loans 1,478 1,571 1,171 871 

Deferred Tax Liability 1 (1) (1) (1) 

Minority Interest - 88 88 88 

Total Liabilities 3,204 4,474 4,703 5,203 

APPLICATION OF FUNDS 
    

Gross Block 1,915 1,936 2,063 2,153 

Less: Acc. Depreciation 385 449 528 618 

Net Block 1,530 1,487 1,536 1,535 

Capital Work-in-Progress 15 97 103 151 

Goodwill 1,540 2,145 2,295 2,445 

Investments - - - - 

Current Assets 1,404 2,287 2,276 2,540 

Cash 227 640 575 604 

Loans & Advances 187 131 136 142 

Other 991 1,517 1,564 1,794 

Current liabilities 1,286 1,543 1,507 1,468 

Net Current Assets 119 745 768 1,072 

Mis. Exp. not written off - - - - 

Total Assets 3,204 4,474 4,703 5,203 

 

Cash Flow Statement 
Y/E March (Rs cr) FY2011 FY2012 FY2013E FY2014E 

Profit before tax 612 777 1,038 1,235 

Depreciation 50 64 78 90 

Change in Working Capital 400 (152) (349) 0 

Interest / Dividend (Net) 25 40 29 22 

Direct taxes paid 138 226 311 370 

Others (255) (52) 230 (275) 

Cash Flow from Operations 694 452 716 702 

(Inc.)/ Dec. in Fixed Assets (2,415) (708) (283) (287) 

(Inc.)/ Dec. in Investments 67 - - - 

Cash Flow from Investing (2,348) (708) (283) (287) 

Issue of Equity 498 686 - - 

Inc./(Dec.) in loans 1,441 93 (400) (300) 

Dividend Paid (Incl. Tax) 197 70 68 64 

Interest / Dividend (Net) 5 40 29 22 

Cash Flow from Financing 1,737 669 (497) (386) 

Inc./(Dec.) in Cash 83 413 (64) 29 

Opening Cash balances 305 227 640 575 

Closing Cash balances 227 640 575 604 

 

Key Ratios 
Y/E March FY2011 FY2012 FY2013E FY2014E 

Valuation Ratio (x) 
    

P/E (on FDEPS) 40.6 34.9 26.5 22.3 

P/CEPS 35.0 31.3 23.9 20.2 

P/BV 10.6 6.8 5.6 4.5 

Dividend yield (%) 0.9 0.3 0.3 0.3 

EV/Sales 5.6 4.2 3.4 3.0 

EV/EBITDA 32.3 23.4 18.7 15.8 

EV / Total Assets 6.4 4.5 4.5 4.0 

Per Share Data (Rs) 
    

EPS (Basic) 14.6 16.2 21.4 25.4 

EPS (fully diluted) 13.9 16.2 21.4 25.4 

Cash EPS 16.2 18.1 23.7 28.1 

DPS 5.0 1.8 1.7 1.6 

Book Value 53.3 82.7 101.2 124.7 

Returns (%) 
    

RoCE 24.8 19.4 22.8 25.0 

RoE 38.4 32.0 22.2 22.5 

Turnover ratios (x) 
    

Asset Turnover  1.9 2.5 3.0 3.3 

Inventory / Sales (days) 44 59 60 60 

Receivables (days) 38 36 33 32 

Payables (days) 124 110 83 70 

WCC (days) (11) 8 11 24 
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General Disclaimers: This Research Report (hereinafter called ‘Report’) is prepared and distributed by Reliance Securities Limited (RSL) for information purposes only.  The views herein 
constitute only the opinions and do not constitute any guidelines or recommendation and should not be deemed or construed to be neither advice for the purposes of purchase or sale of any 
security, derivatives or any other security through RSL nor any solicitation or offering of any investment /trading opportunity on behalf of the issuer(s) of the respective security(ies) referred to 
herein. These information / opinions / views are not meant to serve as a professional investment guide for the readers.  No action is solicited based upon the information provided herein. 
Recipients of this Report should rely on information/data arising out of their own investigations. Readers are advised to seek independent professional advice and arrive at an informed 
trading/investment decision before executing any trades or making any investments. This Report has been prepared on the basis of publicly available information, internally developed data 
and other sources believed by RSL to be reliable. RSL or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness, 
adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, 
employees, affiliates or representatives of RSL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any 
way whatsoever from the information / opinions / views contained in this Report.  
 

Risks: Trading and investment in securities are subject market risks. There are no assurances or guarantees that the objectives of any of trading / investment in securities will be achieved. 

The trades/ investments referred to herein may not be suitable to all categories of traders/investors. The names of securities mentioned herein do not in any manner indicate their prospects 

or returns. The value securities referred to herein may be adversely affected by the performance or otherwise of the respective issuer companies, changes in the market conditions, micro 

and macro factors and forces affecting capital markets like interest rate risk, credit risk, liquidity risk and reinvestment risk.  Derivative products may also be affected by various risks including 

but not limited to counter party risk, market risk, valuation risk, liquidity risk and other risks. Besides the price of the underlying asset, volatility, tenor and interest rates may affect the pricing 

of derivatives.  

 

Disclaimers in respect of jurisdiction: The possession, circulation and/or  distribution of this Report may be restricted or regulated in certain jurisdictions by appropriate laws. No action has 

been or will be taken by RSL in any jurisdiction (other than India), where any action for such purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/or 

distributed in any such country or jurisdiction unless such action is in compliance with all applicable laws and regulations of such country or jurisdiction. RSL requires such recipient to inform 

himself about and to observe any restrictions at his own expense, without any liability to RSL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts 

in India. 

 

Disclosure of Interest: The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in 

respect of the securities and their respective issuers. Neither RSL nor the research analysts did have any known direct /indirect conflict of interest including any long/short position(s) in any 

specific security on which views/opinions have been made, during the preparation of this Report. 

 

Copyright: The copyright in this Report belongs exclusively to RSL. This Report shall only be read by those persons to whom it has been delivered. No reprinting, reproduction, copying, 

distribution of this Report in any manner whatsoever, in whole or in part, is permitted without the prior express written consent of RSL. 

 

Important These disclaimers, risks and other disclosures must be read in conjunction with the information / opinions / views  of which they form part of.  

 

Reliance Securities Limited is a Stock Broker with  Bombay Stock Exchange Limited  (SEBI Registration Nos. INB011234839, INF011234839 and INE011234839); with National Stock 

Exchange of India Limited (SEBI Registration Nos. INB231234833, INF231234833, and INF231234833); and with MCX Stock Exchange Limited (SEBI Registration No. INE261234833)  


