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Emami

Topline priority aids, margin management key
We maintain a BUY on Emami, with a Sep-27 TP of INR500, based on 24x P/E
(~15% discount to its 10-year average forward P/E). Our preference for Emami
stems from its increased focus on aligning the portfolio with evolving
consumer needs, where strategic investments should sustain a stronger growth
trajectory. Near-term margins, however, may see some compression as the
salience of these newer strategic investments rises. These businesses currently
operate at dilutive margins, with recovery likely to be gradual as scale builds.
We view this strategic shift as important from a long-term perspective, as it
should reduce earnings volatility arising from seasonality and improve the
quality of growth. Q2 results were ahead of expectations, with 36% topline
growth (2Y/4Y CAGR at ~11%/~8%), while EBITDA and adj. PAT grew ~24%
YoY (OPM contracted 190bps YoY to 20.4%). Factoring in renewed aggression
and strategic intent, we have raised FY27E earnings estimate by 2%, while
keeping FY28-29 estimates unchanged. Our growth expectations over FY28-29E
remain moderate (6% revenue and 7% earnings CAGR) on a high base of FY27E,
which is likely to see upgrade, if the company sustains revived growth
momentum.

® Low base and enhanced execution drove 36% revenue growth, while
margin pressure moderated EBITDA to 24% growth: Lapping a low base of
-10% revenue growth in Q2FY26 (impacted by GST-rate-cut-related
disruption), the company delivered a sharp recovery, with 36% YoY revenue
growth in Q2FY27 (2Y CAGR at 11%), supported by stronger execution. India
revenue grew 49% YoY (with 15% contribution from inorganic actions) and
43% volume growth. On a like-for-like basis, adjusting for new Mé&As,
revenue grew 27% YoY; after including inorganic revenue in the base,
like-for-like growth stood at 32%. Under the new segment structure, the
traditional portfolio grew 21% in India, with 30% growth in hair and scalp,
31% in skin care, and 11% in healthcare. The international business remained
muted, declining 2% YoY; adjusting for the Nepal disruption and absence of
Iraq business, growth stood at 5%. Health of business improved in the last
couple of months, with international growth now revived in Oct-26 to double
digits. For H2FY27, management has guided for 18-20% growth.

®  Strategic investments continue to fire: Strategic investments now contribute
26% of revenue, with the portfolio expanding 3.9x YoY in Q2FY27
(like-for-like portfolio growth at 73%). Management highlighted that sales for
Axiom and Brillare doubled YoY, IncNut grew 50%+ YoY, and The Man
Company delivered 30%+ YoY growth. Management is targeting INR8-8.5bn
revenue for FY27, with the current ARR of ~INR10-11bn. Efforts are
underway to enhance the margin profile of this segment; however, Axiom’s
~50% gross margin keeps the strategic portfolio margin-dilutive for the
company at present. While the company has affected 5.5% realization
improvements, we see margin pressure ahead, given the weaker sales mix.

Quarterly/annual financial summary

YE Mar (INR Q2 Q2 Yoy Q1  QoQ

mn) FY27  FY26 (%) FY26 (%) FY26| FYZE FY28E EY29E
Revenue 10877 7985 362 10392 47 37795 46160 48468 51,854
EBITDA 2,223 1785 245 2262 (17) 9,637 10925 11,948 12,925
E?;TDA Margin 20 22 -192bps 22 -133bps 25 24 25 25
APAT 1726 1394 238 1,658 41 77000 8283 9,035 9446
Adj. EPS

(INR/Share) 40 32 239 38 41 176 190 207 216
P/E (%) 2 20 19 18

Source: Company, HSIE Research
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Quarterly result review
Exhibit 1: Quarterly and Half-Yearly P&L summary

(INR mn) 2QFY27  2QFY26  YoY (%) 1QFY27 QoQ (%)| HSIEest  ActvsEst| HI1FY27  HI1FY26  YoY (%)
Total income 10,877 7,985 36.2 10,392 47 9,581 14 21,269 17,026 249
Cost of goods 3,717 2,314 60.7 3,552 4.6 3,138 18 7,269 5,078 43.1
Employee expenses 1,401 1,212 15.6 1,357 3.2 1,358 3 2,759 2,407 14.6
A&P spends 2,157 1,564 37.9 2,034 6.0 1,850 17 4,191 3,361 247
Other expenses 1,378 1,110 24.1 1,187 16.1 1,322 4 2,565 2,252 13.9
EBITDA 2,223 1,785 24.5 2,262 (1.7) 1,913 16 4,485 3,928 14.2
EBITDA Margin (%) 20.4 224 -190bps 21.8 -130bps 20.0 50bps 21.1 23.1 -200bps
Depreciation 245 222 10.3 240 2.3 235 4 485 440 10.4
EBIT 1,978 1,563 26.5 2,022 2.2) 1,678 18 4,000 3,488 14.7
EBIT Margin (%) 18.2 19.6 -140bps 19.5 -130bps 17.5 70bps 18.8 20.5 -170bps
Interest cost 61 26 131.2 56 8.4 25 143 117 51 131.0
Other income 230 214 74 185 24.1 185 24 415 430 (3.5)
PBT 2,147 1,750 22.6 2,151 0.2) 1,838 17 4,297 3,867 11.1
Tax 405 338 19.7 461 (12.2) 368 10 865 713 21.4
Tax rate(%) 18.8 19.3 (2.4) 21.4 (12.0) 20.0 -120bps 20.1 18.4 9.3
Non-recurring items (284) 89 (418.4) (285) 0.1) 177) 61 (569) 11 NA
Minority Interest (16) (18) (11.0) (32) (49.2) (50) (68) 48 39 224
PAT 1,442 1,484 (2.8) 1,374 5.0 1,244 16 2,815 3,126 9.9)
Adj Profit 1,726 1,394 23.8 1,658 41 1,451 19 3,384 3,115 8.6
Net profit margin (%) 15.9 17.5 -160bps 16.0 -10bps 15.1 70bps 15.9 18.3  -240bps
EPS (INR) 4.0 3.2 239 3.8 41 3.3 (16) 7.8 7.1 8.7

Source: Company, HSIE Research
Exhibit 2: Quarterly revenue and growth trend
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Exhibit 3: Quarterly EBITDA and growth trend
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Exhibit 4: Quarterly adjusted PAT and growth trend
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Exhibit 5: Quarterly EBITDA and PAT margin
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Valuations

Exhibit 6: Emami’s one year forward P/E
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Exhibit 7: Change in estimates
(INR mn) New estimates Old estimates Changes to estimate
FY27E FY28E FY29E FY27E FY28E FY29E FY27E FY28E FY29E
Revenue 46,160 48,468 51,854 44,347 47,897 51,376 4% 1% 1%
growth (%) 22.1% 5.0% 7.0% 17.3% 8.0% 7.3%
EBITDA 10,925 11,948 12,925 10,585 11,714 12,735 3% 2% 1%
growth (%) 13.4% 9.4% 8.2% 9.8% 10.7% 8.7%
EBITDA margin (%) 23.7% 24.7% 24.9% 23.9% 24.5% 24.8%
Adj. PAT 8,283 9,035 9,446 8,134 9,013 9,463 2% 0% 0)%
growth (%) 7.6% 9.1% 4.6% 5.6% 10.8% 5.0%
Adj. EPS (INR/Share) 19.0 20.7 21.6 18.6 20.6 21.7 2% 0% 0)%
Source: HSIE Research
Exhibit 8: HSIE estimates vs consensus estimates
HSIE estimates Consensus estimates HSIE vs Consensus estimates
(INR mn)
FY27E FY28E FY29E FY27E FY28E FY29E FY27E FY28E FY29E
Revenue 46,160 48,468 51,854 43,142 46,998 51,411 7% 3% 1%
growth (%) 22.1% 5.0% 7.0% 14.1% 8.9% 9.4%
EBITDA 10,925 11,948 12,925 10,548 11,816 13,291 4% 1% 3)%
growth (%) 13.4% 9.4% 8.2% 9.5% 12.0% 12.5%
EBITDA margin (%) 23.7% 24.7% 24.9% 24.4% 251% 25.9%
Adj. PAT 8,283 9,035 9,446 7,518 8,591 9,655 10% 5% )%
growth (%) 7.6% 9.1% 4.6% (2.4)% 14.3% 12.4%
Adj. EPS (INR/Share) 19.0 20.7 21.6 17.4 19.7 221 9% 5% 2)%

Source: Bloomberg, HSIE Research
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FY23 FY24 FY25 FY26 FY27E FY28E FY29E

Growth
Domestic sales growth 4.4% 42% 71%  (1.3)% 21.6% 8.0% 8.1%
Volume growth 1.2% 1.2% 49%  (4.3)% 5.0% 5.0% 5.0%
Realisation growth 3.2% 2.9% 2.2% 31%  15.8% 2.9% 3.0%
International sales growth 19.1% 9.0% 4.4% 3.2% 1.0% 8.0% 8.0%
International sales contribution ~ 16.9%  17.5%  172% 17.8% 152% 152% 15.2%
Consolidated revenue growth 6.6% 5.0% 6.7% (05)%  17.9% 8.0% 8.1%
Consolidated EBITDA growth 94)%  10.1% 8.0% (6.0)%  13.4% 9.4% 8.2%
Consolidated earnings growth ~ (11.7)%  13.6% 95%  (3.3)% 7.6% 9.1% 4.6%
As a % of sales
Gross margin 64.7%  67.6%  68.6%  699%  663%  68.0%  68.5%
Employee costs 10.8% 11.1% 11.7% 127% 11.8% 122% 12.3%
A&P spends 16.5% 18.2% 18.2% 19.6% 19.5% 19.5% 19.5%
Other operating expenses 121%  11.7%  11.8%  122% 112% 11.7% 11.8%
EBITDA margin 253%  265%  269%  255% 237% 247%  24.9%
Per share data
EPS (INR/Share) 14.5 16.7 18.2 17.6 19.0 20.7 21.6
DPS (INR/Share) 8.0 8.0 10.0 10.0 11.0 12.0 13.0
Pay-out 55.1%  48.0% 54.8% 56.7%  58.0%  58.0%  60.1%
Balance sheet assumptions
Capex (INR mn) (405)  (406)  (446)  (433)  (500)  (550)  (600)
Receivable days BY 46 45 38 34 39 39
Inventory days 37 33 30 34 33 33 31
Payable days 44 44 43 44 41 43 42
Avg ROE 29.2%  305% 30.9%  274% 245% 222%  21.0%
Avg ROCE 36.3%  404% 423% 36.5% 335% 29.8%  28.5%
Avg ROIC 32.6% 39.1% 44.8%  44.5% 49.7% 56.9% 65.1%
Source: Company, HSIE Research
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YE March (INR mn) FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E
Net Revenues 31,872 34,057 35,781 38,092 37,795 46,160 48,468 51,854
Growth (%) 6.9 5.1 6.5 (0.8) 22.1 5.0 7.0
Material Expenses 10,731 12,014 11,605 11,942 11,380 15,579 15,510 16,334
Employee Expense 3,178 3,678 3,956 4,470 4,791 5,462 5,899 6,370
Other Expenses 8,440 9,739 10,724 11,428 11,988 14,194 15,111 16,224
EBITDA 9,524 8,628 9,495 10,251 9,637 10,925 11,948 12,925
EBITDA Growth (%) (9.4) 10.1 8.0 (6.0) 13.4 9.4 8.2
EBITDA Margin (%) 29.9 25.3 26.5 26.9 25.5 23.7 24.7 24.9
Depreciation 942 974 927 857 889 974 1,024 1,199
EBIT 8,582 7,654 8,568 9,394 8,748 9,951 10,924 11,726
Other Income (Including EO Items) 713 351 468 681 851 750 750 800
Interest 51 74 100 93 111 235 259 284
PBT before extraordinary items 9,243 7,931 8,936 9,982 9,487 10,466 11,416 12,242
Extraordinary items 1,145 5) (38) 99 53 (840) 640 720
Total Tax 1,875 1,577 1,620 1,935 1,747 2,093 2,283 2,693
Share of Minority Interest (123) 47 (43) (81) (41) (90) (98) (103)
RPAT after MI 8,390 6,396 7,236 8,065 7,753 7,443 9,675 10,166
Adjusted PAT 7,245 6,401 7,273 7,966 7,700 8,283 9,035 9,446
APAT Growth (%) (11.7) 13.6 9.5 (3.3) 7.6 9.1 4.6
EPS 16.4 14.5 16.7 18.2 17.6 19.0 20.7 21.6
EPS Growth (%) (11.7) 14.9 9.5 (3.3) 7.6 9.1 4.6
Source: Company, HSIE Research
Balance Sheet (Consolidated)
YE March (INR mn) FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E
SOURCES OF FUNDS
Share Capital - Equity 441 441 437 437 437 437 437 437
Other Equity 20,320 22,686 24,141 26,497 28,788 37,956 42,392 46,884
Total Shareholders’ Funds 20,761 23,128 24,577 26,934 29,224 38,392 42,829 47,320
Total Debt 474 (2,169) (3,091) (4,009) (4,280) (3,934) (3,934) (3,934)
TOTAL CAPITAL EMPLOYED 21,235 20,959 21,486 22,924 24,944 34,458 38,895 43,386
APPLICATION OF FUNDS
Tangible Assets 12,999 11,587 10,164 8,879 7,761 6,487 5,313 4,115
Intangible Assets 242 682 682 682 682 682 682 682
CWIP 31 63 75 150 14 14 14 14
Right of Use Assets 198 185 291 283 422 422 422 422
Other Non Current Assets 3,539 2,077 3,024 2,767 3,876 3,888 3,902 3,915
Total Non-current Assets 17,009 14,594 14,236 12,760 12,754 11,493 10,332 9,147
Current Investments 395 1,134 1,610 4,240 4,719 9,719 14,719 14,719
Inventories 3,576 3,280 3,234 3,081 3,996 4,321 4,538 4,262
Debtors 3,209 4,146 4,942 4,513 3,433 5,059 5,312 5,683
Cash & Equivalents 1,160 1,848 2,014 2,729 4,098 8,840 9,380 15,373
Other Current Assets 2,405 2,461 2,382 2,773 3,103 3,227 3,356 3,490
Total Current Assets 10,746 12,868 14,182 17,337 19,349 31,165 37,304 43,526
Creditors 4,087 4,163 4,546 4,356 4,771 5,573 5,852 6,109
Other Current Liabilities & Provns 2,433 2,340 2,386 2,817 2,388 2,627 2,889 3,178
Total Current Liabilities 6,520 6,503 6,931 7,173 7,159 8,200 8,741 9,287
Net Current Assets 4,226 6,365 7,251 10,164 12,190 22,965 28,563 34,239
TOTAL APPLICATION OF FUNDS 21,235 20,959 21,486 22,924 24,944 34,458 38,895 43,386
Source: Company, HSIE Research
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YE March (INR mn) FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E
Reported PBT 6,880 6,696 7,908 8,939 8,461 9,536 11,958 12,859
Depreciation 3,348 2,473 1,859 1,782 1,773 1,774 1,724 1,799
Working Capital Change (1,691) (112) (337) 462 86 (910) 72 450
Tax Paid (1,426) (1,170) (1,463) (1,848) (1,719) (2,093) (2,283) (2,693)
Interest/Dividend received (227) (40) (38) (119) (210) 235 259 284
Other items (445) (357) (139) (256) (386) (117) (892) (948)
OPERATING CASH FLOW (a) 6,439 7,489 7,790 8,959 8,005 8,426 10,837 11,751
Capex (4,802) (301) (288) (434) (304) (500) (550) (600)
Free Cash Flow (FCF) 1,636 7,188 7,502 8,525 7,701 7,926 10,287 11,151
Others (67) (301) (1,765) (2,769) (859) (4,250) (4,250) 800
INVESTING CASH FLOW (b) (4,869) (602) (2,054) (3,203) (1,163) (4,750) (4,800) 200
Debt Issuance/(Repaid) (300) 89 (133) 183 750 (424) - -
Interest Expenses (45) (60) (99) (93) (114) (235) (259) (284)
FCFE 1,381 7,337 7,468 8,800 8,565 7,737 10,546 11,436
Change in net worth (2,001) (475) (1,826) 0) - - - -
Dividend (3,556) (3,529) (3,492) (3,492) (5,238) (4,802) (5,238) (5,675)
Others 1,880 (2,101) (80) (1,594) (943) 6,526 0) 0)
FINANCING CASH FLOW (c¢) (4,021) (6,076) (5,630) (4,996) (5,545) 1,066 (5,497) (5,959)
Effect Of Foreign Exchange Fluctuation 9 (123) (45) (44) 72 - - -
NET CASH FLOW (a+b+c) (2,444) 687 62 715 1,369 4,742 541 5,993
Add: Beginning balance 3,604 1,160 1,847 2,014 2,729 4,099 8,840 9,381
Closing Cash & Equivalents 1,160 1,847 2,014 2,729 4,099 8,840 9,381 15,373
Source: Company, HSIE Research
Key Ratios

FY22 FY23 FY24 FY25 FY26 FY27E FY28E FY29E
PROFITABILITY (%)
GPM 66.3 64.7 67.6 68.6 69.9 66.3 68.0 68.5
EBITDA Margin (%) 29.9 25.3 26.5 26.9 25.5 23.7 24.7 249
EBIT Margin 26.9 22.5 23.9 24.7 23.1 21.6 22.5 22.6
PBT Margin 29.0 23.3 25.0 26.2 25.1 22.7 23.6 23.6
APAT Margin 22.7 18.8 20.3 20.9 20.4 17.9 18.6 18.2
ROE 34.9 29.2 30.5 30.9 27.4 24.5 222 21.0
RoIC (or Core RoCE) 34.8 32.6 39.1 448 445 49.7 56.9 65.1
RoCE 404 36.3 404 423 36.5 33.5 29.8 28.5
EFFICIENCY
Tax Rate (%) 20.3 19.9 18.1 19.4 18.4 20.0 20.0 22.0
Fixed Asset Turnover (x) 0.9 1.0 1.0 1.0 1.0 12 1.3 1.3
Inventory (days) 41 37 33 30 34 33 33 31
Debtors (days) 37 39 46 45 38 34 39 39
Other Current Assets (days) 28 26 24 27 30 26 25 25
Payables (days) 47 44 44 43 44 41 43 42
Other Current Liab & Provns (days) 28 25 24 27 23 21 22 22
Cash Conversion Cycle (days) 31 33 35 32 35 30 33 30
Net D/E (x) (0.0) 0.2) 0.2) 0.3) 0.3) 0.3) 0.3) 0.4)
Interest Coverage (x) 169.2 103.6 85.9 100.6 78.6 42.3 423 41.2
PER SHARE DATA (INR)
EPS 16.4 14.5 16.7 18.2 17.6 19.0 20.7 21.6
CEPS 18.6 16.7 18.8 20.2 19.7 21.2 23.0 24.4
Dividend 8.0 8.0 8.0 10.0 10.0 11.0 12.0 13.0
Book Value 47.1 52.4 56.3 61.7 67.0 88.0 98.1 108.4
VALUATION
P/E (x) 23.6 26.7 23.3 21.3 22.0 20.4 18.7 17.9
P/BV (x) 8.2 74 6.9 6.3 5.8 44 4.0 3.6
EV/EBITDA (x) 17.9 19.2 17.1 15.5 16.2 13.4 11.8 10.5
EV/Revenues (x) 5.3 49 45 4.2 4.1 3.2 29 2.6
OCF/EV (%) 3.8 4.5 48 57 5.1 5.7 7.7 8.7
FCF/EV (%) 1.0 43 4.6 54 49 54 7.3 8.2
FCFE/Mkt Cap (%) 0.8 43 4.4 52 5.1 4.6 6.2 6.8
Dividend Yield (%) 2.1 2.1 2.1 2.6 2.6 2.8 3.1 3.4
Source: Company, HSIE Research
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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 managed or co-managed public offering of securities for the subject company or might
have been mandated by the subject company for any other assignment in the past twelve months.

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.

HSL or its associates might have received any compensation from the companies mentioned in the report during the
period preceding twelve months from the date of this report for services in respect of managing or co-managing public
offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a
merger or specific transaction in the normal course of business.

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
any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not
based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued
other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Research entity has not been engaged in market making activity for the subject company. Research analyst has not served
as an officer, director or employee of the subject company. We have not received any compensation/benefits from the
subject company or third party in connection with the Research Report.
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Mutual Funds’ Investments are subject to market risk. Please read the offer and scheme related documents carefully before
investing.

Registration granted by SEBI, enlistment as RA with Exchange and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.

SEBI Registration & Disclaimer https://www.hdfcsec.com/article/disclaimer-1795.

HDFC Securities

Institutional Equities

Unit No. 1602, 16th Floor, Tower A, Peninsula Business Park,
Senapati Bapat Marg, Lower Parel, Mumbai - 400 013

Board: +91-22-6171-7330 www.hdfcsec.com

Page | 10



