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India business seeing headwinds, pace of recovery in volumes will be key

GCPL’s business update for Q3FY25 points to weaker than expected performance. India
business is expected to report flat volumes (vs +7-8% in 1H) due to likely volume decline in
Soaps (pricing actions impacts wholesale/HH inventory) and moderation in volume growth for
HI (delayed winter in North/cyclone in South). While mgmt. had called out possible volume
impact on Soaps in its Q2FY25 concall, unfavourable weather led impact on HI came as a
negative surprise. The impact on India EBITDA margins is also likely to be higher than
envisaged (temporary downward breach of normative margin range of 24-27% vs earlier
commentary of 24-25% margins in near term). Other India businesses and International
business performance remains on expected lines. We cut our FY25-27E earnings by 4-7% to
factor in weak (margins) Q3. 4QFY25E will be a key quarter for Soaps (how volumes shape
up considering pricing actions & competitive intensity from HUL) and HI (mgmt. hoping to
see conclusive results of new molecule based LV from 4Q). In our view, current challenges are
more transient in nature. We keep our faith — the execution machinery put in place will yield
fruits over the medium-term though stock is likely to be lacklustre till some signs of success
start to become visible. Maintain BUY with revised TP of INR 1,415 (50x Sep’26E).

= India volumes likely to be flat impacted by weakness in Soaps & HI: GCPL has undertaken
several measures in Soaps (price hikes, grammage reduction and cut back on trade
schemes), to partially offset the impact of inflation in palm oil & derivatives (+20-30%
yoy). While it does not impact consumption, it leads to inventory reduction across
wholesale and household pantry - GCPL mgmt. did allude to this in its 2QFY25 earnings
call & expects normalization over next few months. This apart, HI sales also have been
soft as category growth has been impacted by delayed winters in North and cyclone in
South India. We believe volumes for soaps have declined in mid-high single digit, while HI
volumes are likely to be flattish in Q3. Rest of the business is expected to see double-digit
volume growth for the quarter. As a result, India volumes is expected to be flat which
along with price hikes should lead to mid-single digit sales growth for the standalone
business (c.63% of sales in TH).

= Impact on India margins higher than earlier expectations: In 2QFY24, GCPL clocked peak
EBITDA margins of ¢.30%, in its standalone business, much higher vs normative range of
24-27%, benefiting from benign RM. Post sharp inflation in palm oil, in its Q2FY25
earnings call, management had highlighted that it does not intend to pass on entire cost
increase to consumers, hence pricing growth will lag RM inflation and progressively
increase in Q3/Q4FY25E. Moreover, the strategic investments behind brands have
continued, hence, EBITDA margins for the quarter are likely to see temporary downward
breach of normative range (vs earlier commentary of 24-25% margins in near term).

= International business performance steady & on expected lines: International business
(c.37% of sales) continues to perform inline with strategic objectives. Indonesia business
is expected to outperform with mid-single digit volume growth and high-single digit sales
growth. GAUM organic business is expected to see volume decline due to reduction in

Financial Summary (INR mn)
Y/E March FY23A FY24A FY25E FY26E FY27E
Net Sales 131,987 139,741 144,284 160,223 177,280
Sales Growth (%) 8.4 5.9 33 11.0 10.6
EBITDA 25,392 30,705 30,912 36,238 41,492

EBITDA Margin (%) 19.1 21.8 213 225 233

Adjusted Net Profit 17,831 19,809 20,528 26,693 31,168
Diluted EPS (INR) 17.4 19.4 20.1 26.1 30.5
Diluted EPS Growth (%) 1.9 11.1 36 30.0 16.8
ROIC (%) 16.4 -69.2 17.2 21.0 23.6
ROE (%) 14.1 15.0 15.4 17.9 19.0
P/E (x) 70.8 63.8 61.5 473 405
P/B (x) 9.2 10.0 8.9 8.1 7.4
EV/EBITDA (x) 491 41.4 40.9 34.6 30.1

Dividend Yield (%) 0.0 0.4 0.6 1.1 1.5

Source: Company data, JM Financial. Note: Valuations as of 06/Dec/2024
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trade stocks and portfolio simplification. The effects of these actions would be largely
completed in Q3FY25E & geography is likely to revert to growth from 4QFY25E. Margin
trajectory continues to remain healthy for this piece. Delivery on International margins
over past three quarters has been a positive surprise led by Africa & Indonesia. We reckon
that International GMs (Consol less standalone) are now similar to Consol/India GM vs
being ¢.500/700bps lower in FY24) and continued execution here will be key for consol
EBITDA margin expansion over FY25-27E.

m  GCPL was able to recoup margins once inflation cycle reversed in the past, International
business margins in better shape: GCPL's RM basket saw steep inflation in FY21/22 with
sharp uptick in both palm oil as well as crude. As a result we had seen standalone/consol
GM compression of ¢.700-800bps over FY19-23. Once inflation cycle reversed, it
recouped majority of the losses in FY24 (standalone/consol GM expansion of ¢.600-
700bps). Currently, palm oil is inflationary while crude prices have been stable to benign.
Moreover, International business margins are in much better shape (c.15-16% inTHFY25E
vs ¢.14%/10%in FY22/23) vs moderation seen over FY21-23, which is a positive.

= What to watch out in near term: In our view, RM inflation and adverse weather led
challenges are more transient in nature. Having said that, pace of recovery in Soaps
volume (especially in context of competitive intensity from HUL) and acceleration in HI
sales (mgmt. had highlighted that if the new molecule based LV succeeds, it expects Hl
category volume growth to accelerate to high-single digit and value growth to low
double-digit) will be critical monitorables in the near term.

= What are we building over medium term: We are currently building c.10-11% sales
growth in FY26/27E led by high-single digit sales growth in Soaps, low double-digit
growth in HI along with recovery in Africa. On margins, we are factoring standalone
(India) EBITDA margins of c.24.4% for FY25E and expect it to recoup the losses by FY27E
(building in EBITDA margins of ¢.26-27% similar to the average India EBITDA margins
over FY19-24 of c.26.5%). This along with steady improvement in International margins
will aid mid-teens EBITDA growth in FY26/27E for consolidated business. Stock is likely to
remain under pressure in near term, till we see some signs of normalization in Soaps &
acceleration in HI. However, we remain positive on new CEOs execution machinery,
maintain BUY with revised TP of INR 1,415 (50x Sep’26E, based on its 5 yr average PE).
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Exhibit 1. GCPL’s India business expected to report flattish volume growth
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Source: Company, JM Financial

Exhibit 2. Impact on standalone GM due to high palm oil prices to be

partially offset by corrective measures undertaken

Standalone gross margin (%)

Exhibit 3. ...with brand investment continuing, temporary downward
breach of normative range of EBITDA margin likely in Q3

Standalone EBITDA margin (%)
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Exhibit 4. International business to perform inline with expectations

International business - gross margin (%)

International business - EBITDA margin (%)
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Exhibit 5. Indonesia business to outperform
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Exhibit 6. Margin trajectory for GAUM (Africa) remains healthy

GAUM - EBITDA margin (%)
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Exhibit 7. GCPL has been able to recoup lost margins once inflation cycle subsides

Consolidated gross margin (%)
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Exhibit 8. Crude prices are stable to benign... Exhibit 9. ..while palm oil prices have seen steep inflation
Brent CO1 INR price ——Palm Oil (INR per MT)
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Exhibit 10. GCPL’s 5-year average PE band Exhibit 11. GCPL's 10-year average PE band
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Exhibit 12. GCPL's 5-year average PE band Exhibit 13. GCPL's 10-year average PE band
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Exhibit 14. Revision in estimates
Revised Earlier Change (%)
FY26E FY27E FY25E FY26E FY27E FY25E FY26E
Sales 144,284 160,223 177,280 146,198 162,335 179,609 -1% -1% -1%
EBITDA 30,912 36,238 41,492 33,009 38,044 43,382 -6% -5% -4%
PAT 20,528 26,693 31,168 22,016 28,082 32,653 -7% -5% -5%
EPS (INR) 20.1 26.1 30.5 21.5 27.5 31.9 -7% -5% -5%

Source: Company, JM Financial
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Financial Tables (Consolidated)

Income Statement (INR mn) Balance Sheet (INR mn)
Y/E March FY23A FY24A FY25E FY26E FY27E Y/E March FY23A FY24A FY25E FY26E FY27E
Net Sales 131,987 139,741 144,284 160,223 177,280 Shareholders’ Fund 137,942 125,986 141,404 156,801 171,384
Sales Growth 8.4% 5.9% 33% 11.0% 10.6% Share Capital 1,023 1,023 1,023 1,023 1,023
Other Operating Income 1,173 1,221 870 957 1,005 Reserves & Surplus 136,920 124,963 140,381 155,778 170,361
Total Revenue 133,160 140,961 145,154 161,180 178,285 Preference Share Capital 0 0 0 0 0
Cost of Goods Sold/Op. Exp 67,028 63,203 64,924 70,923 77,644 Minority Interest 0 0 0 0 0
Personnel Cost 11,115 12,493 12,408 13,667 15,033 Total Loans 10,340 31,546 29,963 23,971 19,176
Other Expenses 29,625 34,560 36,909 40,351 44,115 Def. Tax Liab. / Assets (-) -6,412 -2,804 -2,033 -2,033 -2,033
EBITDA 25,392 30,705 30,912 36,238 41,492 Total - Equity & Liab. 141,870 154,729 169,335 178,739 188,528
EBITDA Margin 19.1% 21.8% 21.3% 22.5% 23.3% Net Fixed Assets 98,824 103,585 105,973 108,252 109,482
EBITDA Growth 1.9% 20.9% 0.7% 17.2% 14.5% Gross Fixed Assets 52,953 73,723 78,223 82,723 86,268
Depn. & Amort. 2,363 2,410 2,112 2,221 2,315 Intangible Assets 58,223 50,264 50,264 50,264 50,264
EBIT 23,029 28,295 28,800 34,017 39,177 Less: Depn. & Amort. 12,805 21,236 23,348 25,569 27,884
Other Income 1,684 2,690 3,373 4,000 4,483 Capital WIP 454 834 834 834 834
Finance Cost 1,757 2,964 3,064 2,331 1,992 Investments 30,290 35,037 42,044 50,453 60,543
PBT before Excep. & Forex 22,955 28,021 29,109 35,685 41,668 Current Assets 38,846 42,496 48,170 48,643 49,744
Excep. & Forex Inc./Loss(-) -1,628 -26,039 -341 -80 -80 Inventories 15,372 12,709 12,727 13,694 14,666
PBT 21,327 1,982 28,768 35,605 41,588 Sundry Debtors 12,453 15,354 15,853 17,165 18,993
Taxes 4,303 7,588 8,481 8,973 10,480 Cash & Bank Balances 3,907 5,469 9,862 7,218 4,601
Extraordinary Inc./Loss(-) 0 0 0 0 0 Loans & Advances 1,653 2,300 2,530 2,783 3,062
Assoc. Profit/Min. Int.(-) 0 0 0 0 0 Other Current Assets 5,462 6,663 7,197 7,782 8,423
Reported Net Profit 17,025 -5,605 20,287 26,633 31,108 Current Liab. & Prov. 26,091 26,389 26,852 28,608 31,242
Adjusted Net Profit 17,831 19,809 20,528 26,693 31,168 Current Liabilities 24,158 23,228 24,057 25,575 27,948
Net Margin 13.4% 14.1% 14.1% 16.6% 17.5% Provisions & Others 1,933 3,161 2,795 3,034 3,294
Diluted Share Cap. (mn) 1,022.7 1,022.8 1,022.8 1,022.8 1,022.8 Net Current Assets 12,756 16,107 21,318 20,035 18,502
Diluted EPS (INR) 17.4 194 20.1 26.1 305 Total — Assets 141,870 154,729 169,335 178,739 188,528
Diluted EPS Growth 1.9% 11.1% 3.6% 30.0% 16.8% Source: Company, JM Financial

Total Dividend + Tax 0 5114 8,115 13,316 18,665

Dividend Per Share (INR) 0.0 5.0 7.9 13.0 18.2

Source: Company, JM Financial

Cash Flow Statement (INR mn) -

Dupont Analysis
Y/E March FY23A FY24A FY25E FY26E FY27E

Y/E March FY23A FY24A FY25E FY26E FY27E
Profit before Tax 21,868 26,751 29,029 35,605 41,588

Net Margin 13.4% 14.1% 14.1% 16.6% 17.5%
Depn. & Amort. 2,363 2,410 2,112 2,221 2,315

Asset Turnover (x) 0.9 0.9 0.9 0.9 0.9
Net Interest Exp. / Inc. (-) 73 274 -309 -1,669 -2,491

. L F 1.1 1.2 1.2 1.2 1.1

Inc (-/ Dec in WCap. 933 -4,559 214 1341 -1,065 everage Factor ()
Others 453 437 590 80 80 RoE 14.1% 15.0% 15.4% 17.9% 19.0%
Taxes Paid -4,185 -3,739 -9,065 -8,973 -10,480
Operating Cash Flow 21,507 20,700 22,142 25,924 29,947 Key Ratios
Capex 77 306 -4,500 -4,500 -3,546 Y/E March FY23A FY24A FY25E FY26E FY27E
Free Cash Flow 21,583 21,006 17,642 21,424 26,402 BV/Share (INR) 134.9 1232 138.3 153.3 167.6
Inc (-) / Dec in Investments -18,769 -9,085 -7,007 -8,409 -10,091 ROIC 16.4% -69.2% 17.2% 21.0% 23.6%
Others 1,109 -24,851 3,293 3,920 4,403 ROE 14.1% 15.0% 15.4% 17.9% 19.0%
Investing Cash Flow -17,583 -33,630 -8,214 -8,989 9,233 Net Debt/Equity (x) -0.1 0.1 0.0 -0.1 -0.1
Inc / Dec (-) in Capital 0 0 0 0 0 P/E (x) 70.8 63.8 61.5 47.3 40.5
Dividend + Tax thereon 0 -5,114 -4,869 -11,236 -16,525 P/B (x) 9.2 10.0 8.9 8.1 7.4
Inc / Dec (-) in Loans 6,344 22,652 -1,583 -5,993 -4,794 EV/EBITDA (x) 49.1 41.4 40.9 34.6 30.1
Others -1,600 -3,474 -3,083 -2,351 -2,012 EV/Sales (x) 9.4 9.0 8.7 7.8 7.0
Financing Cash Flow -7,943 14,063 -9,535 -19,579 -23,331 Debtor days 34 40 40 39 39
Inc / Dec (-) in Cash -4,020 1,133 4,393 -2,644 -2,617 Inventory days 42 33 32 31 30
Opening Cash Balance 7,927 4,337 5,469 9,862 7,218 Creditor days 79 75 75 73 73
Closing Cash Balance 3,907 5,469 9,862 7.218 4,601 Source: Company, JM Financial

Source: Company, JM Financial

JM Financial Institutional Securities Limited Page 6



Godrej Consumer Products

8 December 2024

History of Recommendation and Target Price

Date Recommendation Target Price
5-Aug-21 Buy 1,095
27-Sep-21 Buy 1,095
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20-Dec-21 Buy 1,120
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Research Analyst(s) principally responsible for the preparation of this research report or their immediate relatives (as defined under SEBI (Research Analysts)
Regulations, 2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the
company(ies) covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time
of publication of this report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report.
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While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or
developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may
not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. This
report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision.

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been
prepared by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro-economic factors. JM Financial Institutional
Securities may have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered
in this report by studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the
views/recommendations expressed in such technical research reports could be inconsistent or even contrary to the views contained in this report.

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of
any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to
make modifications and alterations to this statement as they may deem fit from time to time.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction.

This report is not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country or
other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject JM Financial Institutional
Securities and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be
eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of
and to observe such restrictions.

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial
Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the
United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of
1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6").

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for
purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule
15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report and are
not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JM
Financial Institutional Securities or to JM Financial Securities.

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The
research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered
broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing
requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst account.

Any U.S. person who is recipient of this report that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this
report, must contact, and deal directly through a U.S. registered representative affiliated with a broker-dealer registered with the SEC and a member of FINRA. In
the U.S., JM Financial Institutional Securities has an affiliate, JM Financial Securities, Inc. located at 1325 Avenue of the Americas, 28th Floor, Office No. 2821,
New York, New York 10019. Telephone +1 (332) 900 4958 which is registered with the SEC and is a member of FINRA and SIPC.

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the
Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii)
are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are outside
the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial
Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be
communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or
relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will
be engaged in only with relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the
securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as
a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an
exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable
securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or
sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or
similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities
described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your
representation that you are an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as
such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the
information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the
needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized
agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the
information contained herein.
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