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Topline momentum sustains, margins surprise

Key Points

> While sales growth was in line, EBITDA and PAT were ~10%/13% ahead
of expectations led by gross margin beat (likely because of lower pulp
costs) and healthy EBITDA margins despite healthy adspends to sales
ratio of 13.5% for the quarter, the second highest in the last nine quarters.

> 4 year sales CAGR at 7.5% was similar to 4QFY23 levels and with
gradual reduction of CPI inflation led impact on feminine hygiene sales
(conversion from cloth to sanitary napkins gets affected during periods of
high inflation) and recovery in the healthcare segment off earlier high
base momentum is likely to be stronger in the second half in our view

» While we remain structurally positive on topline growth momentum of the
stock as indicated in our IC note in June and analyst meet note in
September , fair valuations of ~57x FY25 EPS leads us to maintain our
accumulate rating

1QFY24 performance update: PGHH’s 1QFY24 (June year-end) revenue
grew by 9.2% YoY to Rs11.4bn (in line with our est). EBITDA was up by
33.1% YoY to Rs2.8bn (vs est. Rs2.6bn), APAT grew by 36.4% YoY to
Rs2.1bn (vs est. Rs1.9bn). Gross margin at 60.9% was up ~230bps YoY and
310bps QoQ (vs est. 58.1%). A&SP expenses declined by 140bps YoY (up
720bps QoQ) and other expenses were down by 150bps YoY to 16.8%
partially offset by higher employee cost (up 70bps YoY; flat QoQ), which
meant that EBITDA margin expanded sharply by ~450bps YoY to 25% (vs
est. 22.5%).

Press release highlights: The Company’s business continues to grow
behind a strong product portfolio, superior consumer communication and a
continuous stream of product innovations aimed at delighting consumers,
like Whisper Hygiene Comfort, Whisper Choice Nights, Vicks ZzzQuil-
World’s #1 Sleep Supplement, Vicks Roll-On Inhaler and Vicks Xtra Strong.
Whisper also continues to raise awareness about menstrual hygiene
education through ‘Whisper Menstrual Health & Hygiene Program’.

View and valuation: Changes to our model after the good results have led
to ~2% increase in FY24 EPS, but we have reduced our FY25 EPS by ~5%
as we believe margin recovery will be more gradual. While we remain
positive on PGHH from a longer term perspective on the back of: (a) ‘best of
breed’ sales and earnings growth opportunity (b) strong moats and market
leadership that the company enjoys in both key categories and (c) ‘best of
breed’ return ratios & dividend payout, fair valuations of ~57x FY25E, lead
us to maintain our accumulate rating on the stock. We value the company at
60x September 25 EPS arriving at a TP of Rs18,300

Est Change Downward
TP Change Downward
Rating Change No change

Company Data and Valuation Summary

Reuters: PROC.BO
Bloomberg: PG IN Equity
Mkt Cap (Rsbn/US$bn): 541.5/6.5
52 Wk H /L (Rs): 18,598 / 13,140
ADTV-3M (mn) (Rs/US$): 117.1/1.4

Stock performance (%) 1M/6M/1yr:  (7.1)/19.1/18.2

Nifty 50 performance (%) 1M/6M/1yr: (2.7)/ (3.1) /5.5

Shareholding 4QFY23 1QFY24 2QFY24
Promoters 70.6 70.6 70.6
Dlls 15.4 15.5 15.5
Flls 1.1 11 1.3
Others 12.9 12.7 12.6
Pro pledge 0.0 0.0 0.0
Financial and Valuation Summary

Particulars (Rsmn) FY22 FY23 FY24E FY25E
Revenue 37,998 39,179 43,319 49,868
% Growth 6.3 3.1 10.6 15.1
Gross margin (%) 61.6 57.6 59.5 62.0
EBITDA 8,299 8,687 10,007 12,766
EBITDA margin (%) 21.8 22.2 23.1 25.6
% growth 19.0 4.7 15.2 27.6
Reported PAT 5,758 6,782 7,317 9,476
Adjusted PAT 5,858 6,782 7,317 9,476
APAT margin (%) 15.4 17.3 16.9 19.0
% growth 15.6 15.8 7.9 29.5
EPS 180.5 208.9 225.2 291.6
% growth 15.6 15.8 7.8 29.5
ROA (%) 85.7 86.4 80.0 95.5
ROE (%) 80.7 80.6 74.5 88.8
P/E (x) 92.4 79.8 74.1 57.2
EV/EBITDA (x) 64.5 61.2 53.2 41.5

Source: Bloomberg, Company, Nirmal Bang Institutional Equities
Research
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Exhibit 1: 1QFY24 performance

Particulars (Rsmn) 1Q23 2023 3Q23 4Q23 1Q24 2Q24E 3Q24E 4Q24E FY23 FY24E| 1Q24E Var

Net Sales 10,428 11,374 8,831 8,525| 11,384 12,284 9,891 9,761 39,179 43,319 11,471 -0.8%
YoY Change (%) -1.5 4.1 -0.9 12.6 9.2 8.0 12.0 145 3.1 10.6 10.0 =
Gross profit 6,116 6,513 4,992 4928 | 6,932 7,423 5975 5444 22,549 25,775 6,663 4.0%

Margin (%) 58.6 57.3 56.5 57.8 60.9 60.4 60.4 55.8 57.6 59.5 58.1 =
Total Expenditure 8,288 8469 7,338 6,376| 8535 9,190 7,394 8,195 30,492 33,313 8,890 =
EBITDA 2,140 2905 1,493 2,149 | 2,849 3,094 2,497 1,567 8,687 10,007 2,580 10.4%
Growth -29.0 -2.0 95 2203 33.1 6.5 67.3 -27.1 4.7 15.2 20.6 =

Margins (%) 20.5 25.5 16.9 25.2 25.0 25.2 25.2 16.1 22.2 23.1 22.5 =
Depreciation 140 144 146 154 143 148 150 168 584 609 145 =
Interest 10 39 36 30 19 40 40 46 114 145 25 =
Other Income 67 93 144 101 158 112 160 101 406 530 80 =
PBT 2,068 2,815 1456 2,066| 2,845 3,018 2,467 1,453 8,395 9,783 2,490 14.2%
Tax 514 741 -195 553 738 755 617 356 1,613 2,465 623 =

Rate (%) 25.0 26.3 -13.4 26.8 259 25.0 25.0 24.5 19.2 25.2 25.0 =
Adj PAT 1,544 2,075 1650 1,512| 2107 2,264 1,850 1,097 6,782 7,317 1,868 12.8%
YoY Change (%) -29.3 -2.2 46.0 2554 36.4 9.1 12.1 -27.5 15.8 7.9 21.0 =

Margins (%) 14.8 18.2 18.7 17.7 18.5 18.4 18.7 11.2 17.3 16.9 16.3 =
Adj EPS 47.6 63.9 50.8 46.6 64.9 69.7 57.0 33.8 208.9 225.4 57.5 =

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 2: Common-size P&L over the quarters

Particulars (%) 1QFY22 20QFY22 3QFY22 4QFY22 1QFY23 20QFY23 3QFY23 4QFY23 1QFY24
Gross margin 66.5 65.2 59.2 52.5 58.6 57.3 56.5 57.8 60.9
Staff Cost 53 55 6.3 5.6 4.9 5.0 5.6 5.6 5.6
Advertisement expenses 11.7 12.7 12.6 12.8 14.9 9.7 12.1 6.3 13.5
Other expenses 211 19.9 21.8 25.2 18.3 17.0 22.0 20.7 16.8
EBITDA 28.5 27.1 18.5 8.9 20.5 25.5 16.9 25.2 25.0
EBIT 27.3 25.9 17.0 7.0 19.2 24.3 15.3 234 23.8
PBT 27.8 26.3 17.0 7.6 19.7 24.8 16.5 24.2 25.0
Tax 7.1 6.9 4.3 2.0 4.9 6.5 -2.2 6.5 6.5
Adjusted PAT 20.6 19.4 12.7 5.6 14.8 18.2 18.7 17.7 18.5

Source: Company, Nirmal Bang Institutional Equities Research;

Exhibit 3: Change in our estimates

Y/E June Earlier Estimates New Estimates Change (%)

(Rsmn) FY24E FY25E FY24E FY25E FY24E FY25E
Net Sales 43,319 49,868 43,319 49,868 0.0 0.0
EBITDA 9,790 13,414 10,007 12,766 2.2 -4.8
EBITDA margin (%) 22.6 26.9 23.1 25.6 0.5 -1.3
PAT 7,155 9,961 7,317 9,476 23 -4.9

Source: Company, Nirmal Bang Institutional Equities Research

P&G Hygiene and Healthcare (PGHH)
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a relationship beyond broking

Exhibit 4: Net sales grew by 9.2% YoY to Rs11.4bn Exhibit 5: Gross margin came in at 60.9% (up 230bps
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Exhibit 6: Absolute ad spend was at Rs1.5bn; as a % of Exhibit 7: EBITDA grew by 33.1% YoY to Rs2.8bn
net revenue, it was down ~140ps YoY at 13.5%
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Exhibit 8: EBITDA margin was up ~450bps YoY at 25% Exhibit 9: APAT was up 36.4% YoY at Rs2.1bn
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a relationship beyond broking

Exhibit 10: One-year forward P/E
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Financials
Exhibit 11: Income statement Exhibit 13: Cash flow
Y/E June (Rsmn) Fy21 FY22 FY23 FY24E  FY25E  Y/E June (Rsmn) FY21  FY22  FY23 FY24E FY25E
Revenue 35,741 37,998 39,179 43,319 49,868 PBT 8,699 7,901 8,395 9,783 12,668
% Growth 19.1% 6.3% 31% 10.6%  15.1% Depreciation 477 529 584 609 649
COGS 11,593 14,582 16,630 17,544 18,950 Net interest expense -250 -154 -237 -385 -551
Staff costs 2,017 2,143 2,058 2,253 2,593  Others 139 202 157 0 0
Other expenses 15,160 12,974 11,804 13,516 15559 (Inc)/Dec in WC 2,101 -253 1,655 -1,371 786
Total expenses 28,770 29,699 30,492 33,313 37,101 Taxes 2534 -2,494 2295 -2465 -3,192
EBITDA 6,972 8,299 8,687 10,007 12,766 CF from Operations 8631 5731 8258 6,171 10,360
% growth 122%  19.0% 47%  152%  27.6% (Inc)/Dec in FA -315 -497 -444 -400 -400
EBITDA margin (%) 195% 21.8%  22.2%  231% 25.6% Free Cash Flow 8317 5234 7,814 5771 9,960
Other income 394 243 406 530 651  (Pur)/Sale of Investments 0 0 0 0 0
Interest costs 61 112 114 145 100 Others 325 246 343 530 651
Depreciation 477 529 584 609 649 CF from Investments 11 -251 -101 130 251
Z;‘;g‘pgggﬁ ttjr’l‘]g’efme 6828 7901 8395 783 12668 Issueof Shares 0 0 0 0 0
Exceptional items 1450  -101 0 0 o Inc/(Dec)in Debt 0 0 0 0 0
Tax 1,759 2,042 1,613 2.465 3,192 Dividend Paid -11,037 -5,681 -4,707 -6,586 -8,528
PAT 6,518 5758 6,782 7317 9476 Interest Paid -10 -25 -51 -145 -100
APAT 5068 5858 6782 7,317 9476 Ohers 18 16 12 -66 72
APAT margin (%) 14.2% 15.4% 17.3% 16.9% 19.0% CF from Fin. Activity -11,064 -5,689 -4,770 -6,796 -8,700
% Growth 13.2% 15.6% 15.8% 7.9% 20.5% Inc/Dec of Cash -2,423 -210 3,387 -495 1,911
Source: Company, Nirmal Bang Institutional Equities Research Opening Balance 9025 6603 6393 9780  9.285
Closing Balance 6,603 6,393 9,780 9,285 11,196
Exhibit 12: Balance sheet Source: Company, Nirmal Bang Institutional Equities Research
Y/E June (Rsmn) Fy21 FY22 FY23 FY24E  FY25E . .
Exhibit 14: Key ratios
Share capital 325 325 325 325 325
Reserves 6.818 7 051 0136 0867 10815 Y/E June FY21  FY22  FY23 FY24E FY25E
Per share (Rs)
Net worth 7,143 7,376 9,460 10192 11,140 o 1561 1805 2089 2252 2916
Deferred Tax Liabilities -380 -519 -655 -721 7193 Book value 220.0 2972 2914 314.0 3432
Total debt 35 19 8 8 8 DPS 3154  160.2 1852  202.9  262.7
Total liabilities 6,797 6,876 8,813 9,479 10,355  Vvaluation (x)
Gross block 4,719 5,012 5,432 5,832 6,232 EV/sales 15.0 14.1 13.6 12.3 10.6
Depreciation 2,881 3376 3,732 4,341 4,990 EV/EBITDA 76.7 64.5 61.2 53.2 415
Net block 1,838 1637 1700 1491 1242 PE 1068 924 798 741 572
Capital work-in-progress 376 439 228 228 228 PV . 758 734 572 531 48.6
Return ratios (%)
Investments 0 0 0 0 9 RocE 600 865 876 8L2 963
Inventories 2,493 2,340 2,198 2,611 3006 R 541 80.7 80.6 745 88.8
Debtors 1,424 1921 2163 2611 3,006 RoIC 1000 1000 1000 1000  100.0
Cash 6,602 6,393 9,780 9,285 11,196  Profitability ratios (%)
Loans & advances 3,214 3578 4649 4649 4649  Gross margin 67.6 61.6 57.6 59.5 62.0
Total current assets 13,733 14,231 18,790 19,156 21,856 EBITDA margin 19.5 21.8 22.2 23.1 25.6
Creditors 7541 7,798 9,711 9,096 10,441 EBIT margin 182 204 207 217 243
Other current liabilities 731 710 1,036 1,140 1,254 P_AT _m_argin ) 142 154 173 16.9 190
Provisions 878 923 1,158 1,160 1,276 Liquidity rétlos )
Total current liabilities 9150 9431 11,005 11,395 12,971 e e > > o e e
and provisions ) ) ) ) ) Quick ratio 1.2 1.3 1.4 1.5 1.5
Net current assets 4583 4801 6885 7,761 84886 Solvencyratio (x)
Total assets 6,797 6876 8813 9479 10355 DebttoEquiyrato o 00 00 00 00
Source: Company, Nirmal Bang Institutional Equities Research Net Debt to E.qwty ratio 09 09 1.0 09 1.0
Turnover ratios
Total asset turnover ratio (x) 5.3 5.5 4.4 4.6 4.8
Fixed asset turnover ratio (x) 7.8 7.8 7.5 7.7 8.3
Debtor days 16 16 19 22 22
Inventory days 23 23 21 22 22
Creditor days 66 74 82 75 75

P&G Hygiene and Healthcare (PGHH)

Source: Company, Nirmal Bang Institutional Equities Research
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Rating track

Date Rating Market price (Rs) Target price (Rs)
22 June 2023 Buy 14,059 16,600
29 August 2023 Buy 16,422 18,900
23 September 2023 Accumulate 17,678 19,710
31 October 2023 Accumulate 16,682 18,300
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation.
NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in
cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing
in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company.
NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the
research report with the subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership
of 1% or more in the subject company at the end of the month immediately preceding the date of publication of this research
report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities
of the company covered by Analyst during the past twelve months. NBEPL or its associates have not received any
compensation or other benefits from the company covered by Analyst or third party in connection with the research report.
Analyst has not served as an officer, director or employee of Subject Company and NBEPL / analyst has not been engaged in
market making activity of the subject company.

Analyst Certification: |, Krishnan Sambamoorthy, research analyst and Sunny Bhadra, research associate, the author(s) of
this report, hereby certify that the views expressed in this research report accurately reflects my/our personal views about the
subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of the analyst
was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The
analyst is principally responsible for the preparation of this research report and has taken reasonable care to achieve and
maintain independence and objectivity in making any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

ACCUMULATE -5% to15%
SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is
not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in
or refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and
particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as
customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a
state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBEPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL
or any of its affiliates or employees shall 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. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its
clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the
advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The
price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks
inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the
value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL
accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation
to this research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether
direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information
contained in this report.

Copyright of this document vests exclusively with NBEPL.

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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