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CONTINUED INNOVATION AND PREMIUMISATION TO ENSURE THE COMPANY’S GROWTH DRIVER.

Colgate continues to increase its focus towards science-backed innovation for its products. The company focuses
on innovation in the personal care segment specifically the oral care segment. The company’s constant efforts to
increase brand recall and market leadership position enables them to improve its market share in the industry.
Colgate has thus launched a number of products in line with evolving needs and preferences of consumers. The
company has increased its focus on premiumisation which will result in increase in ASP. Of the total customer
base, 86% of toothpaste category is below Rs.110 ASP and for Brush 78% is below Rs.40 ASP. The company also
focuses on improving the oral care habits through advertising resulting in improvement in top line and bottom
line of the company. The launch of these products is complemented by the existing distribution network of over
1.7 million kirana stores (95% active) across the country.

HEALTHY FINANCIAL PROFILE ENABLES THE COMPANY TO STRONG ARM ANY ADVERSE MARKET TAILWINDS.
During the four years ending March 31, 2023, the company’s turnover has grown at a CAGR of ~5% along with
considerable margin expansion. The company continues to be debt free and generated free cash flow to the tune
of “Rs 1,114 Cr in FY23.

OUTLOOK & VALUATION

The company has launched a number of products in FY23 & FY24 and the same have gain traction during
H1FY24. Owing to the recovery in the industry and increased traction in the business of the company, we
have forecasted annual sales growth of 7%, 5% and 6% in FY24E, FY25E and FY26E derived a revenue of Rs.
6,228.2 cr for FY26E. We expect the PAT margins to remain in the range of 22%-23% through FY24E to FY26E
and EPS of Rs. 52.1 in FY26E. As we assign a P/E multiple of ~55X we arrive at a price target of Rs. 2,878
which gives us an upside of ~20% from CMP of Rs. 2,395. Hence, we re-instate coverage on Colgate Palmolive
(India) Ltd with a BUY rating over an investment horizon of 24-30 months.

- Revenue  EBITDA  EBITDA PAT NPM EPS P/E P/S P/BV
(Rs. cr) (Rs. cr) (%) (Rs. cr) (%) (Rs.) (x) (x) (x)
FY23 5,226.2 1,547.0 29.6% 1,047.1 20.0% 38.5 62.2 125 38.0
FY24E 5,599.7 1,801.3 32.2% 1,223.1 21.8% 45.0 53.3 11.6 34.6
FY25E 5,877.8 1,895.3 32.2% 1,324.4 22.5% 48.7 49.2 111 30.3
FY26E 6,228.2 2,012.9 32.3% 1,418.1 22.8% 52.1 45.9 10.5 26.0

Please refer to the disclosure on last page p
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INVESTMENT RATIONALE - CONTINUED INNOVATION AND PREMIUMISATION TO ENSURE THE COMPANY’S
GROWTH DRIVER.

Colgate follows a closely defined business strategy to develop and increase its market leadership position in key product categories. While the
predominant business of the company has been confined to Oral Care where it continues to face intense competition, the outlook for the industry is
positive given the size of the opportunity and the business is expected to grow strongly over the next few years on the back of the company’s
experience in operating within a challenging environment and its continued focus on capturing significant growth opportunities. The company is now
focusing on premiumisation through a science-backed product launches. This is one of the company’s major growth driver for near to medium term.
Further, the company also focuses on increasing its Average Selling Price (ASP) through premiumisation since the ASP has remained on a lower end.
For toothpaste category ~86% is below ASP of Rs.110 and for Brush replacement category ~78% remain below ASP of Rs.40. The company focuses on
‘Brushing twice a day’ since only 20% of total urban household brush twice a day and 55% of rural household do not brush in a day. Further, the
company is educating the consumers through its advertising (¥12% of Total Revenues) and other means for timing on brush replacement and
‘Brushing twice a day’. Urban household replaces every 6 months and Rural every 15 months. The management’s these focus will lead to increase in
volumes and ASP resulting in revenues and margin growth.

The company has been successful in identifying and meeting consumer needs within its core categories, through its consistent focus on the
introduction of innovative products and the deployment of valuable consumer and shopper insights the company has successfully launched these new
products in FY23:

Colgate KEEP toothbrush helps consumers make more sustainable choices. Colgate KEEP has a reusable metal stand-up handle with a

REECCCtiREh softbristled disposable head with a tongue scraper. The removal of plastic from the entire handle results in 80% reduction in plastic.
Advanced Electric The smart electric toothbrush brings consumers a tailored brushing experience, letting them pick the right combination. The brush
Toothbrush comes with 33 combinations, four modes, smart pressure sensor and a 30-second pacer for an advanced cleaning experience.

Visible White 02 Revolutionary teeth whitening toothbrush with spiral bristles. The Colgate Visible White 02 Toothbrush helps remove extrinsic stains
Toothbrush so consumers can flaunt a whiter smile.

With a fresh new look, the handle is available in four sporty colour variants. The new wave trim bristle material is more durable and

S A T designed to elevate the brushing experience.

Colgate MaxFresh With a unique combination of bamboo charcoal, wintergreen mint and our cooling crystals, this gel toothpaste delivers a blast of
Charcoal Toothpaste freshness that helps keep the mouth refreshed and provides a never-before energising wake-up experience.

The all new Colgate PerioGard with a potent zinc citrate formula, combats anaerobic bacteria and helps treat gums problems like
gum bleeding, inflammation and, bad breath.

December 22, 2023 3

PerioGard Toothpaste



mf"ﬂjij Colgate Palmolive (India) Ltd

ACTIONABLE KNOWLEDGE

Flexi ‘

December 22, 2023 4



V, Socshil [ LLVIINICE, Colgate Palmolive (India) Ltd

ACTIONABLE KNOWLEDGE

INVESTMENT RATIONALE- HEALTHY FINANCIAL PROFILE ENABLES THE COMPANY TO STRONG ARM ANY ADVERSE
MARKET TAILWINDS.

Net Sales (Rs. cr)

5 year CAGR: ~4%
5,100 5,226

4,841

ected 8 year CAGR: ~5%
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6,228

5,600 5,878
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Source: Company, Sushil Finance Research
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COMPANY OVERVIEW

Colgate-Palmolive (India), is an oral care, innovative growth company that is reimagining a healthier future for all people. The Company has
steadfastly nurtured the culture of oral care in India for decades, which has made it India’s most preferred oral care brand and India’s most
penetrated FMCG brand, reaching nine out of ten households. The product line of the Company comprises a oral care range of toothpastes,
toothbrushes, mouth washes, and personal care items such as hand washes and shower gels. The company’s products reach over 1.7 million stores,
95% of which are active every quarter.

The Company believes in science-led innovation across all areas of its business and has a vast team of specialists including scientists, engineers,
innovators, technologists, regulatory experts and data scientists. The Company recognizes India as a key part of its global Research and Development
(R&D) agenda. With over 85 years of presence in India, the Company has established a state-of-the-art R&D center in Mumbai, which is one of its
largest R&D facilities globally. The Company has a rich experience in the oral care & personal care industry and with support from external partners,
on a global level has developed a wealth of patents and proprietary technologies, enabling the company to develop some of the most effective
products for the Indian market. Some of the recent product introductions include, Colgate Max-Fresh Charcoal Toothpaste, Colgate PerioGard
Toothpaste, KEEP Toothbrush, Visible White 02 Toothpaste, advanced Electric Toothbrush, Super Flexi Toothbrush, etc.

The Company is also committed to building a strong personal care portfolio leveraging the high recall of the brand name ‘Palmolive’ as well as
considering relevant opportunities from the Colgate-Palmolive global portfolio. The product portfolio includes premium body wash and hand wash.
Apart from decades-long vendor relationships, the Company has great partnerships with all key modern trade customers and e-commerce. This offers
a huge opportunity, as these channels will grow rapidly in the coming years. Colgate also actively engages with B2B customers, to strategically achieve
assortment penetration and increased coverage while providing alternate streams of product availability to the traditional trade channels. The e-
commerce channel continued on its exponential growth trajectory.

Colgate continued its strong performance in modern trade on the back of innovative new products, shopper engagement initiatives, joint business
planning and alignments with category teams. In line with its reputation in the industry, the company has developed key initiatives to build strong
relationships with consumers, dental professionals and customers.

Over the last 5 years, the sales and operating profits have grown at ~17% and 25% respectively. As on June 30, 2022, the Promoters’ holding stood
at 51%, Flis held 24.08%, Dlls held 5.59%, Government held 0.28% and rest is held by Public. Further Government of Singapore holds 1.36%, LIC
holds 1.96% as on Sept 2023.

December 22, 2023 7



V. Sicshil [T IINCE, Colgate Palmolive (India) Ltd

ACTIONABLE KNOWLEDGE

QUARTERLY PERFORMANCE- Q2FY24
Particulars(InCr) | Q2Fv24 | Q1Fv24 | QoQ | Q2FY23 | Yov | H1Fv24 | HIFY23 | Yoy |

Revenue 1,471.1 1,323.7 11.1% 1,387.5 6.0% 2,794.8 2,584.3 8.1%
Cost of Goods sold 459.4 417.9 9.9% 502.9 -0.1 877.3 906.0 -3.2%
Employee Benefit Exp 106.2 95.8 10.9% 94.5 12.4% 202.0 188.2 7.3%
Other Expenses 423.3 391.9 8.0% 382.0 10.8% 815.2 756.4 7.8%
EBITDA 482.1 418.1 15.3% 408.0 18.2% 900.3 733.7 22.7%
EBITDA (%) 32.8% 31.6% 120 bps 29.4% 340 bps 32.2% 28.4% 380 bps
Other Income 21.0 15.0 40.3% 11.3 86.3% 36.0 22.8 57.7%
Depreciation 44.3 43.8 1.2% 43.9 1.0% 88.0 88.0 0.0%
Interest 1.1 1.1 -1.9% 1.3 -17.3% 2.1 2.6 -17.5%
PBT 457.8 388.3 17.9% 374.1 22.4% 846.1 665.9 27.1%
Tax Expenses 117.8 95.1 23.9% 96.1 22.5% 212.8 168.9 26.0%
PAT 340.1 273.7 24.3% 278.0 22.3% 633.2 497.0 27.4%
PAT (%) 23.1% 20.7% 240 bps 20.0% 310 bps 22.7% 19.2% 350 bps
EPS 12.5 10.1 240 bps 10.2 230 bps 22.6 18.3 430 bps

* For The Quarter Ended Q2FY24; Colgate-Palmolive (India) Limited reported Net Sales growth of 6.0% over the same quarter of previous year
aggregating to Rs. 1,471.1 cr for the quarter ended September 30, 2023. Reported Net profit after tax for the quarter was Rs. 340.1 cr as
against the net profit of Rs.278 cr for Q2FY23.

* For Half Year ended H1FY24: The revenues of the company increased to Rs.2,794.8 cr in H1FY24 from Rs.2,584.3 cr in H1FY23, which is an
increase of 8.1%. Further, the Net Profit increased substantially to Rs.633.2 in H1FY24 from Rs.497 cr in H1FY23, an increase of 27.4%.

* Improved Margins for H1FY24: The operating profit margin for the company has significantly improved to 32.2% in H1FY24 as against 28.4%
for H1FY23. The increase is majorly on account of improved gross margins and cost reductions. The management expects the margins to
stabilize at same level, going ahead.

* Interim Dividend Announced: The management announced an interim dividend of Rs.22/share totaling the dividend to Rs.43/share for FY24
already.

Source: Company, Sushil Finance Research
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INCOME STATEMENT (Rs. cr)

Y/E March FY22 FY23 FY24E FY25E FY26E
Total Revenue 5,100 5,226 5,600 5,878 6,228
Raw Material Cost 1668 1794 1780 1863 1968
Employee Cost 385 377 406 426 452
Other Expenses 1481 1508 1613 1693 1795
EBITDA 1566 1547 1801 1895 2013
EBITDA Margin (%) 30.7% 29.6% 32.2% 32.2% 32.3%
Depreciation 177 175 173 158 151
EBIT 1389 1372 1629 1737 1862
EBIT Margin (%) 27.2% 26.3% 29.1% 29.6% 29.9%
Finance Costs 6 5 5 4 5
Other Income 26 54 55 57 59
Profit before Tax 1409 1421 1679 1790 1916
Tax Expense 345 372 437 465 498
Net Profit 1078 1058 1243 1324 1418
Net Margin (%) 21.1% 20.3% 22.2% 22.5% 22.8%
EPS 39.6 38.5 45.0 48.7 52.1

Source: Company, Sushil Finance Research
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BALANCE SHEET STATEMENT (Rs. cr)
Y/E Mar. FY22 FY23 FY24E FY25E FY26E
PP&E (incl. CWIP) 1,085 976 903 870 850
Other Non-Current 10 13 13 13 13
Inventories 357 335 332 352 367
Trade Receivables 225 157 153 177 188
Cash and Bank Balances 755 923 1,217 1,518 1,931
Other Current Assets 471 478 479 481 484
Total Assets 2,902 2,883 3,097 3,411 3,832
Equity Share Capital 27 27 27 27 27
Reserves & Surplus 1,707 1,689 1,855 2,122 2,483
Borrowings 0.0 0.0 0.0 0.0

Trade Payables 771 761 765 796 836
Other Financial Liabilities 119 108 140 147 156
Other Current Tax Liab & Provisions 276 298 309 319 331
Total Liabilities 2,902 2,883 3,097 3,411 3,832

Source: Company, Sushil Finance Research
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Colgate Palmolive (India) Ltd

CASH FLOW STATEMENT (Rs. Cr)

Particulars FY22 FY23 FY24E FY25E FY26E
PBT 1,409 1,421 1,679 1,790 1,916
Depreciation 177 175 173 158 151
Interest 6 5 5 4 5
CFO before Working Cap chg 1,592 1,601 1,856 1,952 2,071
Chg in Inventories (21) 22 4 (212) (15)
Chg in Trade Receivables (108) 67 4 (24) (12)
Chg in Trade Payables 11 (10) 4 31 40
Income Taxes Paid (345) (372) (437) (465) (498)
Cash Flow from Operations 1,626 1,176 1,869 1,938 2,086
Interest Paid (6) (5) (5) (4) (5)
Dividend Paid (1,057) (1,057) (1,057) (1,057) (1,057)
Other Adjustments 317 348 43 14 18
Cash Flow from Financing (1,091) (1,087) (1,455) (1,513) (1,543)
Capital Expenditure (53) (66) (100) (125) (130)
Other Adjustments (55) 58 - - -
Cash Flow from Investing (108) (8) (100) (125) (130)
Opening Cash 297 724 806 1,120 1,420
Total Cash Flow 427 82 314 301 413
Closing Cash 755 923 1,217 1,518 1,931

Source: Company, Sushil Finance Research
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FINANCIAL RATIOS STATEMENT

Ratios FY22 FY23 FY24E FY25E FY26E
Growth (%)

Revenue 5.3% 2.5% 7.1% 5.0% 6.0%
EBITDA 3.7% -1.2% 16.4% 5.2% 6.2%
Net Profit 4.1% -1.9% 17.4% 6.6% 7.1%
Profitability (%)

EBITDA Margin 30.7% 29.6% 32.2% 32.2% 32.3%
Net Profit Margin 21.1% 20.3% 22.2% 22.5% 22.8%
ROCE 82.9% 84.4% 90.8% 84.6% 77.4%
ROE 62.2% 61.7% 66.0% 61.6% 56.5%
Per Share Data (Rs.)

EPS 39.6 38.5 45.0 48.7 52.1
BVPS 63.8 63.1 69.2 79.0 92.3
CEPS 46.2 44.9 51.3 54.5 57.7
Valuation (x)

P/E 60.4 62.2 53.3 49.2 46.0
P/BV 37.6 38.0 34.6 30.3 26.0
EV/EBITDA 41.0 41.5 35.7 33.9 31.9
P/Sales 12.9 12.6 11.7 11.2 10.5
Turnover

Inventory days 78 68 68 69 68
Debtor days 16 11 10 11 11
Creditor days 169 155 157 156 155
Net WC Days (75) (76) (79) (76) (76)
Gearing (x)

D/E 0.0 0.0 0.0 0.0 0.0

Source: Company, Sushil Finance Research
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TOTAL INCOME (RS. Crs)

Colgate Palmolive (India) Ltd

EBITDA (Rs. Crs)
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Source: Company, Sushil Finance Research
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Rating Scale : This is a guide to the rating system used by our Institutional Research Team. Our rating system comprises of three rating categories.

Total Expected Return Matrix (Rating and Return) BUY : Over12% HOLD : -12% to 12% SELL : Below -12%

Disclaimer & Disclosures : http:/goo.gl/1sOHeV

This report has been furnished to you for your general information only and should not be reproduced, re-circulated, published in any media, website or otherwise, in any form or manner, in part or as a whole, without the
express consent in writing of Sushil Financial Services Private Limited. This Research Report is meant solely for use by the original recipient to whom it is sent and is not for circulation. Any unauthorized use, disclosure or
public dissemination or copying of information (either whole or partial) contained herein is prohibited.

This Report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. The recommendations, if any, made herein are
expression of views and/or opinions and should not be deemed or construed to be neither advice/offer for the purpose of purchase or sale of any securities mentioned herein. Past performance is not a guide for future
performance, future returns are not guaranteed. Opinions expressed herein are subject to change without notice. Investor should rely on information/data arising out of their own investigations. The Sushil Equity Universe
consists of ## Sushil’s Classic- the company’s where fundamental reports are published and # Sushil’s Bonanza - the other company’s under study.

Investors are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or making any investments. The price and value of the investments referred
to in this material and the income from them may go down as well as up, and investor may realize losses on any investments. This Report has been prepared on the basis of publicly available information, internally
developed data and other sources believed by us to be reliable. A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may vary
based on Fundamental and Technical Research. Sushil Financial Services Private Limited 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. None of the directors, employees, affiliates or representatives of company shall be liable for any direct, indirect, special, incidental,
consequential, punitive or exemplary damages/loss etc whatsoever from the information/opinions/views contained in this Report and investors are requested to use the information contained at their risk.

Sushil Financial Services Private Limited (SFSPL) and its connected companies, and their respective Directors, Officers and employees or their relative, may have a long or short position in the subject companies
mentioned in the report and it may not be construed as potential conflict of interest with respect to any recommendation and related information and opinions. Reports based on technical and derivative analysis centre on
studying charts company’s price movement, outstanding positions and trading volume, as opposed to focusing on a company’s fundamentals and, as such, may not match with a report on a company’s fundamental
analysis. SFPSL has different business segments/Divisions with independent research and maintains arm’s length distance catering to different set of customers having various objectives, risk profiles, investment horizon,
etc. and therefore may at times have different contrary views on stocks sector and markets. Research Report may differ between SFSPL’s RAs on account of differences in research methodology, personal judgment and
difference in time horizons for which recommendations are made. User should keep this risk in mind and not hold - SFSPL, its employees and associates responsible for any losses, damages of any type whatsoever.

This Report is not intended to be a complete statement or summary of the securities, market or developments referred to in this document. SFSPL or its affiliates or employees are under no obligation to update the
information. SFSPL or its affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report.
SFSPL or its affiliates and/or its employees/its associates or his relative does not have financial interest in the subject companies. SFSPL or its affiliates and/or its employees/its associates or his relative may or may not
have beneficial ownership of one per cent or more securities of the subject company, at the end of the month immediately preceding the date of publication of the research report. SFSPL/its Associates/ Research Analyst
have not received any compensation from the subject company in the past twelve months. Further the subject company is/was not a client during twelve months preceding the date of distribution of the research report and
the types of services provided. SFSPL or its research analyst has not served as an officer, director or employee of the subject company. SFSPL or its affiliates and/or its research analysts have not been engaged in market
making activity for the subject company. SFSPL or its associates or its Research Analyst have not received any compensation or other benefits from the subject companies or third party in connection with the research
report. SFSPL/its Associates/ Research Analyst/ his Relatives not have any other material conflict of interest at the time of publication of the research report.

SFSPL/its Associates/ Research Analyst have not managed or co-managed public offering of securities, have not received compensation for investment banking or merchant banking or brokerage services, have not
received any compensation for product or services other than investment banking or merchant banking or brokerage services from the subject companies in the last twelve months. There is no material disciplinary action
that been taken by any regulatory authority impacting equity research analysis activities.

Research Disclaimer : “Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors”.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Sushil Financial Services Private Limited No
Member : BSE / NSE - SEBI Regn. No. INZ000165135 Yes
Research Analyst — SEBI Registration No. INHO00000867 No
Compliance officer / Grievance Officer : Mr. Suresh Nemani — Phone : +91 22-40935000 | No
Email : suresh.nemani@sushilfinance.com | Grievance Email - compliance@sushilfinance.com No
Regd. Office : 12, Homiji Street, Fort, Mumbai 400 001. No

Phone: +91 22 40936000 Fax: +91 22 22665758 | Email : info@sushilfinance.com Broking Relationship with the company covered No
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