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Emami
Sunny days ahead

Emami 4QFY24 print was ahead of estimates on the back of a superior product
mix and distribution expansion initiatives. The extended winter drove sales of
Boro Plus (up 33% YoY) and pain management (9% YoY); whereas the summer
range was partially impacted (up 1% YoY). We upgrade Emami to ADD from
REDUCE with a TP of INR 600 (27x FY26 EPS, 10% premium to its five-year
average PE) as visibility relating to delivering double-digit growth in FY25 has
improved significantly on the back of (a) prospects of the strong summer season
and a favourable base for the winter season; (b) rural recovery (45-50% of sales)
aided via normal monsoon; and (c) distribution expansion initiatives.
Reasonable valuations (23x FY26 EPS) provide a significant margin of safety,
even if the season will turn out to be sub-par.

" 4QFY24 results summary: Emami 4QFY24 prints were ahead of estimates on
the back of a superior product mix and distribution expansion initiatives.
Extended winter drove sales of Boro Plus (up 33% YoY) and pain
management (9% YoY); whereas the summer range was partially impacted
(up 1% YoY). Male grooming (down 2% YoY) and Kesh King (down 9%)
portfolios disappointed for the third consecutive quarter. Gross margin
expanded c265bps YoY to 65.8% owing to a better product mix (higher
salience of Boro Plus and healthcare range). Management expects gross
margin to see marginal expansion even in FY25 courtesy benign input costs
and low single-digit price hikes (2-2.5%). EBITDA margin remained flat YoY
despite solid gross margin improvement due to higher A&P spending (up
40% YoY). Management has guided for double-digit revenue growth along
with moderate margin expansion in FY25.

® Con call takeaways: 1) Intends to take only 2% price hikes in FY25, as RM
index remains benign; 2) Tax rate expected to remain @ 10% for next two
years; 3) International business expected to see double-digit revenue growth
even in FY25 courtesy the local manufacturing and manufacturing initiatives;
4) Launched 3 Exclusive Brand Outlets for marketing range in NCR region to
further strengthen brand equity; 5) MT / E-commerce contributed 10 /12 % of
sales respectively in 4QFY24; 6) New product launches programme to be
expedited in 2HFY25 given conducive business environment; 7) Kesh King —
Management stated that increased competition from D2C brands has
weighed on its performance; Emami intends to revive its performance via
improving salience of shampoos; 8) Male grooming range has been a pain
point over the past few years and it is planning some innovative product
launch in 2QFY25 to revive its performance.

Quarterly/annual financial summary

(INRmn)  Q4FY24 Q4FY23 YoY (%) Q3FY24 QoQ (%) FY22  FY23 FY24| FY25E FY26E
Net Sales 8912 8360 66 9963  (105) 31872 34,057 35781| 38,647 42,008
EBITDA 2110 1,998 56 3149 (330) 9524 8628 9,495 10,463 11,635
APAT 1483 1,420 45 2676  (446) 11,301 7801 8,089| 8866 9,869
EPS (INR) 34 3 45 6  (446) 256 177 185 203 226
P/E (x) 201 292 278 254 228
i\)” EBITDA 240 262 232 206 182
RoCE (%) 379 257 316 350 393

Source: Company, HSIE Research

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters
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STOCK PERFORMANCE (%)

3M 6M 12M

Absolute (%) 12.4 4.6 314
Relative (%) 97 (67) 128
SHAREHOLDING PATTERN (%)

Dec-23 Mar-24
Promoters 54.84 54.84
FIs & Local MFs 23.95 22.07
FPIs 12.86 13.46
Public & Others 8.35 9.63
Pledged Shares 13.33 7.18
Source : BSE

Pledged shares as % of total shares
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PE trading at 27x 1 year forward

)

P/E -1 yr forward(x

Fg-ue[
cem
cg-ue[
em
e
jraud|
T7-ue(
oz
Oz-we[
61-m|
61|
sT-m|
g1
L1
L1
91-m|
91|
Sr-my
gr-we|
LM
FI-we|
cr-m{

cT-ue[

7ML

e[

Page | 2




G worc s JU1
Emami: 4QFY24 Result Update Click. Invest. Grow. YEARS

INSTITUTIONAL RESEARCH

Consolidated Profit & Loss (INR mn)

Year End FY22 FY23 FY24 FY25E FY26E FY27E
Net Revenues 31,872 34,057 35,781 38,647 42,008 45,750
Growth (%) 10.6 6.9 5.1 8.0 8.7 8.9
Material Expenses 10,731 12,014 11,605 12,360 13,349 14,416
Employee Expense 3,178 3,678 3,956 4,273 4,615 4,984
ASP Expense 5,229 5,607 6,522 7,011 7,572 8,178
Other expenses 3,211 4,132 4,202 4,540 4,838 5,148
EBITDA 9,524 8,628 9,495 10,463 11,635 13,024
EBITDA Growth (%) 7.9 9.4) 10.1 10.2 11.2 11.9
EBITDA Margin (%) 29.9 25.3 26.5 27.1 27.7 28.5
Depreciation 3,348 2,472 1,859 1,937 2,133 2,212
EBIT 6,176 6,155 7,636 8,526 9,502 10,812
Other Income (Including EO Items) 953 689 468 554 693 866
Interest 51 74 100 100 100 100
PBT 7,078 6,770 8,004 8,981 10,095 11,579
Tax (1,487) 421 667 898 1,010 1,158
RPAT 8,390 6,396 7,235 8,083 9,086 10,421
Adjustment (52) - (59) - - -
Adjusted PAT 11,301 7,801 8,089 8,866 9,869 11,204
APAT Growth (%) 68.9 (31.0) 3.7 9.6 11.3 13.5
Adjusted EPS (Rs) 25.6 17.7 18.5 20.3 22.6 25.7
EPS Growth (%) 70.2 (31.0) 4.8 9.6 11.3 13.5

Source: Company, HSIE Research

Consolidated Balance Sheet (INR mn)

Year End FY22 FY23 FY24 FY25E FY26E FY27E
SOURCES OF FUNDS

Share Capital — Equity 441 441 441 441 441 441
Reserves 20,325 22,587 26,330 30,048 33,895 39,078
Total Shareholders’ Funds 20,766 23,028 26,771 30,489 34,336 39,519
Minority Interest (23) 100 100 100 100 100
Long Term Debt - - - - - -
Short Term Debt 2,637 736 736 736 736 736
Total Debt 2,637 736 736 736 736 736
Net Deferred Taxes (2,763) (3,502) (3,502) (3,502) (3,502) (3,502)
Long Term Provisions & Others 599 598 598 598 598 598
TOTAL SOURCES OF FUNDS 21,217 20,959 24,702 28,420 32,267 37,450
APPLICATION OF FUNDS

Net Block 13,452 12,459 12,600 12,163 11,531 10,819
CWIP 17 58 58 58 58 58
Other Non-current Assets 3,412 1,949 1,949 1,949 1,949 1,949
Total Non-current Assets 16,881 14,466 14,607 14,170 13,537 12,825
Inventories 3,576 3,280 3,446 3,722 4,046 4,407
Debtors 3,209 4,146 3,921 4,447 5,064 5,766
Other Current Assets 2,705 3,516 3,414 3,414 3,414 3,414
Cash & Equivalents 1,366 2,053 6,125 9,942 14,026 19,472
Total Current Assets 10,856 12,996 16,907 21,525 26,550 33,058
Creditors 4,087 4,163 4472 4,936 5,480 6,094
Other Current Liabilities & Provns 2,433 2,340 2,340 2,340 2,340 2,340
Total Current Liabilities 6,520 6,503 6,811 7,276 7,820 8,433
Net Current Assets 4,336 6,493 10,095 14,250 18,730 24,625
TOTAL APPLICATION OF

FUNDS 21,217 20,959 24,702 28,420 32,267 37,450

Source: Company, HSIE Research
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Consolidated Cash Flow (INR mn)

Year End FY22 FY23 FY24 FY25E FY26E FY27E
Reported PBT 6,880 6,695 8,004 8,981 10,095 11,579
Non-operating & EO Items (723) (470) - - - -
Interest Expenses 51 74 - - - -
Depreciation 3,348 2,472 1,859 1,937 2,133 2,212
Working Capital Change (1,691) (112) 368 (338) (396) (449)
Tax Paid (1,426) (1,170) (667) (898) (1,010) (1,158)
OPERATING CASH FLOW (a) 6,439 7,489 9,564 9,682 10,822 12,184
Capex (4,836) (405) (2,000) (1,500) (1,500) (1,500)
Free Cash Flow (FCF) 1,603 7,084 7,564 8,182 9,322 10,684

Investments & Acquisition - = = - - -

Non-operating Income - - - - - -

INVESTING CASH FLOW (b) (4,836) (405) (2,000) (1,500) (1,500) (1,500)
Debt Issuance/(Repaid) (2,300) 79 - - - -
Interest Expenses (45) (60) - - - -
FCFE 3,948 7,065 7,564 8,182 9,322 10,684
Share Capital Issuance = = = = = =
Dividend (3,556) (3,529) (3,492) (4,365) (5,238) (5,238)
Others 1,880 (2,566) - - - -
FINANCING CASH FLOW (c¢) (4,021) (6,076) (3,492) (4,365) (5,238) (5,238)
NET CASH FLOW (a+b+c) (2,418) 1,008 4,072 3,817 4,084 5,446
EO Items, Others 199 307 468 4,540 8,356 12,440
Closing Cash & Equivalents (2,220) 1,315 4,540 8,356 12,440 17,886
Ratios

Year End FY22 FY23 FY24 FY25E FY26E FY27E
PROFITABILITY (%)

GPM 66.3 64.7 67.6 68.0 68.2 68.5
EBITDA Margin 29.9 25.3 26.5 27.1 27.7 28.5
EBIT Margin 19.4 18.1 21.3 221 22.6 23.6
APAT Margin 35.5 229 22.6 229 235 24.5
RoE 58.9 35.6 32.5 31.0 30.4 30.3
RoIC (or Core RoCE) 379 25.7 31.6 35.0 39.3 452
RoCE 52.7 B2 31.2 29.9 29.5 29.5
EFFICIENCY

Tax Rate (%) (21.0) 6.2 83 10.0 10.0 10.0
Fixed Asset Turnover (x) 0.9 0.9 0.9 1.0 1.0 1.1
Inventory (days) 41.0 35.2 35.2 35.2 35.2 35.2
Debtors (days) 36.8 444 40.0 42.0 440 46.0
Other Current Assets (days) 31.0 37.7 35.9 33.2 30.5 28.0
Payables (days) 46.8 44.6 45.6 46.6 47.6 48.6
Other Current Liab & Provns (days) 27.9 25.1 23.9 22.1 20.3 18.7
Cash Conversion Cycle (days) 34.0 47.6 415 41.6 41.8 41.9
Net D/E (x) 0.1 0.1) 0.2) 0.3) (0.4) (0.5)
PER SHARE DATA (Rs)

EPS 25.6 17.7 18.5 20.3 22.6 25.7
CEPS 33.2 23.3 22.8 24.7 27.5 30.7
Dividend 8.0 8.0 8.0 10.0 12.0 12.0
Book Value 47.1 52.2 61.3 69.8 78.7 90.5
VALUATION

P/E (x) 20 29 28 25 23 20
P/BV (x) 11.0 9.9 8.4 7.4 6.6 5.7
EV/EBITDA (x) 24.0 26.2 23.2 20.6 18.2 15.9
EV/Revenues (x) 72 6.6 6.1 5.6 5.0 4.5
OCE/EV (%) 2.8 33 44 45 5.1 59
FCF/EV (%) 0.7 3.1 34 3.8 44 5.2
FCFE/Mkt Cap (%) 1.7 3.1 34 3.8 44 52
Dividend Yield (%) 1.6 1.6 1.6 1.9 23 2.3

Source: Company, HSIE Research
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Rating Criteria

BUY: >+15% return potential

ADD: +5% to +15% return potential
REDUCE: -10% to +5% return potential
SELL: >10% Downside return potential
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Disclosure:

We, Vishal Gutka, CA & Riddhi Shah, MBA authors and the names subscribed to this report, hereby certify that all of
the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. SEBI
conducted the inspection and based on their observations have issued advise/warning. The said observations have been
complied with. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the
specific recommendation(s) or view(s) in this report.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company.
Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or
more in the subject company at the end of the month immediately preceding the date of publication of the Research
Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does have/does not have any
material conflict of interest.

Any holding in stock — No

HDEFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider
the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional
advice before investing. Nothing in this document should be construed as investment advice. Each recipient of this
document should make such investigations as they deem necessary to arrive at an independent evaluation of an
investment in securities of the companies referred to in this document (including merits and risks) and should consult
their own advisors to determine merits and risks of such investment. The information and opinions contained herein have
been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such
information has not been independently verified and no guaranty, representation of warranty, express or implied, is made
as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice.
Descriptions of any company or companies or their securities mentioned herein are not intended to be complete. HSL is
not obliged to update this report for such changes. HSL has the right to make changes and modifications at any time.
This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the
same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could
have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such
as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving
such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to,
fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the
dividend or income, etc.
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HSL or its associates might have received any compensation from the companies mentioned in the report during the
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offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a
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HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or
third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have
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Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.
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