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Market shares (gains) bottomed out

While Colgate’s revenue and profit growth beat peers (price/mix +8%, volumes +2%, albeit on a low base), it's still
underwhelming. At ~70% gross margin and >35% adj. EBITDA margin, it is over-earning, though the basic product
(white toothpaste with the highest salience in its portfolio) is a functional product. Bringing focus back on brushing
twice may drive per capita consumption though it has failed in the past to do so. Relaunches of products with superior
quality, launch of access packs and expected launch of global toothpaste variants are steps in right direction. However,
market share losses to naturals segment (with continuous price hikes) is a key risk. Focusing & growing core plus
diversification is a tough ask. At 48x P/E FY26E, downgrade to HOLD (ADD earlier).

Price/mix led revenue growth

Colgate's Q4FY24 revenue / EBITDA / recurring PAT growth (YoY) were 10 /
18/ 19 (%). Domestic revenue grew 11% YoY with overall volume growth at
~2% YoY (on a low base) and strong performance in toothpaste (double-digit
growth in FY24). Though volume growth was not exciting, price/mix growth
~8% does imply healthy improvement in mix. Rural grew ahead of urban
markets while strong performance continued in organised trade.
Outperformance in FY24 was delivered with bottoming out of market share
losses with increased focus on driving growth on core portfolio (Colgate CDC,
Maxfresh, Active Salt), premiumisation through Colgate Visible White. Further,
it is again focusing back on brushing twice (new campaign launch during IPL
with focus on brushing at night and school oral health programme). It
relaunched Colgate Active Salt and launched Colgate Total accessible pack
(80gm) and expects more variants from global portfolio to follow. In
bodywash, it launched new variants of Palmolive.

Margin driven by better mix with increased ad-spends

Gross margin expanded 240bps YoY to 69.3% driven by stable input cost and
better mix (premiumisation and toothpaste has outperformed other
segments). Similarly, EBITDA margin expanded 225bps YoY. Investment
towards ad-spends have increased 18% YoY (+75bps YoY) to INR 1.7bn which
was largely funded through cost savings (other opex is down 60bps YoY).

Financial Summary

Y/E March (INR mn) FY23A FY24A FY25E FY26E
Net Revenue 52,262 56,804 61,215 66,288
EBITDA 15,470 19,008 20,484 22,218
EBITDA Margin (%) 29.6 335 335 335
Net Profit 10,584 13,432 14,603 15,908
EPS (Rs) 38.9 49.4 53.7 58.5
EPS % Chg YoY (1.9) 26.9 8.7 8.9
P/E (x) 725 57.1 525 48.2
EV/EBITDA (x) 49.0 39.6 36.7 338
RoCE (%) 76.3 93.8 98.6 106.4
RoE (%) 61.3 74.8 78.2 84.5

Manoj Menon
manoj.menon@icicisecurities.com
+91 22 6807 7209

Varun Singh
varun.singh@icicisecurities.com
Karan Bhuwania
karan.bhuwania@icicisecurities.com
Akshay Krishnan
akshay.krishnan@icicisecurities.com

Market Data

Market Cap (INR) 767bn
Market Cap (USD) 9,190mn
Bloomberg Code CLGT IN
Reuters Code COLG.BO
52-week Range (INR) 2,961 /1,568
Free Float (%) 49.0
ADTV-3M (mn) (USD) 11.6

Price Performance (%)

3m ©6m 12m

Absolute
Relative to Sensex

87 325 732
7.2 212 56.0

Earnings Revisions (%) FY25E FY26E
Revenue (1.1) (2.0)
EBITDA (0.3) (1.7)
EPS 0.6 (0.6)

Previous Reports

23-01-20204: Q3FY24 results review

26-10-20203: Q2FY?24 results review

Please refer to important disclosures at the end of this report


https://sbsmail.icicisecurities.com/CRMPortal/ResearchDownload.aspx?Pid=f8L7c0%2bo61k%3d&Cid=ubrMarXuxi0%3d&fName=SOmxEu3%2fGlMHZ0zWwC%2bmSFohH5nOw3fP6bN8h9ZjlDo%3d&typ=APSSeVhmQ%2b8%3d
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fsbsmail.icicisecurities.com%2FCRMPortal%2FResearchDownload.aspx%3FPid%3DG8njTy8GKO8%253d%26Cid%3DF3vHkDafc7k%253d%26fName%3DSOmxEu3%252fGlOa%252bZfe5htdse6Pbft59v2m24s%252fP04E3b8%253d%26typ%3DAPSSeVhmQ%252b8%253d&data=05%7C01%7Cshreekant.joshi%40icicisecurities.com%7C4ee707dcc5c64ff1ce8208dbd6643de1%7C612750759376485d820e102b887c823f%7C1%7C0%7C638339498252247916%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=PA0NCDfTuag0u2SqN1RaeXGFbFPEZcmV0aCMm7sncHw%3D&reserved=0

Colgate Palmolive India | Q4FY24 results review | 15 May 2024

Q4FY24 result review

INR mn Q4FY24
Net Revenue 14,900
COGS (4,573)
Gross profit 10,327
Staff cost (999)
A&SP (1,689)
Other opex (2,317)
Total opex (5,005)
EBITDA 5,322
Other income 227
Finance cost (14)
D&A (421)
PBT 5,114
Tax (1,315)
Recurring PAT 3,798
Extraordinary items -
Net profit (reported) 3,798
EPS 14.0

Costs as a % of sales

COGS 30.7
Gross margin (%) 69.3
Staff cost 6.7
A&SP 113
Other opex 15.6
EBITDA margin (%) 35.7
Income tax rate (%) 25.7

Valuations and risks

Our earnings estimates are unchanged, modelling in revenue / EBITDA / PAT CAGR of
8/8/9 (%) over FY24-26E. At 48x P/E FY26E, downgrade to HOLD (from ADD) with
an unchanged DCF-based target price of INR 2,900. Key downside risks: Increased
competitive intensity and lower than expected market share gains. Key upside risks:
Higher-than-expected market share gains.

Q4FY23 YoY (%) Q3FY24 QoQ (%) FY24 FY23 YoY (%)
13,506 10 13,957 7 56,804 52,262 9
(4,475) 2 (3,883) 18 (17,230) (17,942) (4)

9,031 14 10,073 3 39,574 34,320 15

(898) 11 (1,098) 9) (4,117) (3,770) 9

(1,429) 18 (2,043) (17) (7,604) (6,341) 20
(2,185) 6 (2,248) 3 (8,845) (8,740) 1
(4,512) 11 (5,389) (7) (20,566) (18,850) 9

4,519 18 4,684 14 19,008 15,470 23
204 11 179 27 765 536 43
(11) (15) (10) (50) (49)

(431) (2) (414) 2 (1,715) (1,748) (2)

4,281 19 4,434 15 18,008 14,209 27

(1,100) 20 (1,133) 16 (4,577) (3,625) 26

3,181 19 3,301 15 13,432 10,584 27
(19) - (195) (112)

3,162 20 3,301 15 13,237 10,472 26
11.7 19 12.1 15 49.4 38.9 27
33.1 -244 bps 27.8 286 bps 30.3 34.3 -400 bps
66.9 243 bps 72.2 -287 bps 69.7 65.7 399 bps

6.7 5 bps 7.9 -117 bps 7.2 7.2 3 bps
10.6 75 bps 14.6 -331 bps 13.4 12.1 125 bps
16.2 -63 bps 16.1 -56 bps 15.6 16.7 -116 bps
33.5 225 bps 33.6 215 bps 33.5 29.6 386 bps
25.7 3 bps 25.6 17 bps 254 255 -10 bps

Source: Company data, I-Sec research
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Revenue growth

Volume growth — Toothpaste

Source: Company data, I-Sec research

Source: Company data, I-Sec research

EBITDA margin

Gross margin
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A&SP as a % of sales

Staff cost as a % of sales
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Shareholding pattern

% Sep‘23 Dec‘23 Mar‘24
Promoters 51.0 51.0 51.0
Institutional investors 30.0 30.4 30.6
MFs and others 2.4 2.8 3.1
Fls/Banks, Insurance 3.5 3.0 2.9
Flls 24.1 24.6 24.6
Others 19.0 18.6 18.4

Price chart
3000
2500

2000

(INR)

1500

1000 +

May-21

Aug-21 1
Nov-21 1
Feb-22
May-22 1

Aug-22 1

Nov-22 1

Feb-23 1

May-23 1

Aug-23 1

Nov-23 1

Feb-24 1

May-24 -

Source: Bloomberg, |-Sec research

Source: Bloomberg, I-Sec research

India | Equity Research



Colgate Palmolive India | Q4FY24 results review | 15 May 2024

Financial Summary

Profit & Loss
(INR mn, year ending March)

Cashflow statement
(INR mn, year ending March)

FY23A FY24A FY25E FY26E
Net Sales 52,262 56,804 61,215 66,288
Operating Expenses 36,792 37,796 40,731 44,070
EBITDA 15,470 19,008 20,484 22,218
EBITDA Margin (%) 29.6 335 335 335
Depreciation & Amortization 1,748 1,715 1,774 1,838
EBIT 13,722 17,293 18,710 20,380
Interest expenditure 49 50 53 55
Other Non-operating 536 765 048 1,033
Income
Recurring PBT 14,209 18,008 19,606 21,357
Profit / (Loss) from
Associates ) ) . .
Less: Taxes 3,625 4,577 5,002 5,449
PAT 10,584 13,432 14,603 15,908
Less: Minority Interest - - - -
Extraordinaries (Net) (112) (195) - -
Net Income (Reported) 10,471 13,237 14,603 15,908
Net Income (Adjusted) 10,584 13,432 14,603 15,908
Source Company data, I-Sec research
Balance sheet
(INR mn, year ending March)
FY23A FY24A FY25E FY26E
Total Current Assets 15,479 19,038 20,384 22,346
of which cash & cash eqv. 9,230 13,738 14,722 16,270
Total Current Liabilities & 10724 12272 13264 14,407
Provisions
Net Current Assets 4,755 6,767 7,119 7,939
Investments - - - -
Net Fixed Assets 8,618 7,941 7,203 6,587
ROU Assets - - - -
Capital Work-in-Progress 1,141 1,103 1,103 1,103
Total Intangible Assets - - - -
Long Term Loans &
3,304 3,236 3,487 3,775
Advances
Deferred Tax assets - - - -
Total Assets 17,817 19,046 18,912 19,404
Liabilities
Borrowings - - - -
Deferred Tax Liability (288) (648) (648) (648)
Provisions 236 216 233 252
Other Liabilities 706 734 735 737
Equity Share Capital 272 272 272 272
Reserves & Surplus 16,892 18,472 18,319 18,791
Total Net Worth 17,164 18,744 18,591 19,063
Minority Interest - - - -
Total Liabilities 17,817 19,046 18,912 19,404
Source Company data, I-Sec research
Quarterly trend
(INR mn, year ending March)
Jun-23 Sep-23 Dec-23 Mar-24
Net Sales 13,237 14,711 13,957 14,900
% growth (YOY) 10.8 6.1 8.2 10.4
EBITDA 4,181 4,821 4,684 5,322
Margin % 31.6 32.8 33.6 35.7
Other Income 150 210 179 227
Extraordinaries (195) - - -
Adjusted Net Profit 2,737 3,401 3,301 3,798

Source Company data, I-Sec research

FY23A FY24A FY25E FY26E
Operating Cashflow 15,661 18,948 20,484 22,218
Working Capital Changes (89) (2,272) 399 461
Capital Commitments (701) (756) (1,036) (1,223)
Free Cashflow 11,062 11,234 14,845 16,006
Other investing cashflow 626 1,548 948 1,033
Cashflow from Investing
Activities (75) 792 (88) (191)
Issue of Share Capital - - - -
Interest Cost (102) (93) (53) (55)
Inc (Dec) in Borrowings (191) (190) - -
Dividend paid (10,575) (11,670) (14,756) (15,436)
Others - - - -
Cash flow from Financing
Activities (10,867) (11,953) (14,809) (15,491)
Chg. in Cash & Bank 820 829 085 1,548
balance
Closing cash & balance 9,230 13,738 14,722 16,270

Source Company data, I-Sec research
Key ratios
(Year ending March)

FY23A FY24A FY25E FY26E
Per Share Data (INR)
Reported EPS 389 49.4 53.7 58.5
Adjusted EPS (Diluted) 389 49.4 53.7 58.5
Cash EPS 453 55.7 60.2 65.2
Dividend per share (DPS) 39.0 58.0 53.0 58.0
Book Value per share (BV) 63.1 68.9 68.3 70.1
Dividend Payout (%) 100.2 1175 98.7 99.2
Growth (%)
Net Sales 2.4 8.8 7.8 8.3
EBITDA (1.2) 229 7.8 85
EPS (INR) (1.9) 26.9 8.7 8.9
Valuation Ratios (x)
P/E 725 57.1 525 48.2
P/CEPS 62.2 50.6 46.8 43.2
P/BV 44.7 40.9 413 40.2
EV /EBITDA 49.0 39.6 36.7 338
P/ Sales 14.8 13.6 12.6 11.6
Dividend Yield (%) 1.4 2.1 1.9 2.1
Operating Ratios
Gross Profit Margins (%) 65.7 69.7 69.7 69.7
EBITDA Margins (%) 296 335 335 335
Effective Tax Rate (%) 255 25.4 25.5 25.5
Net Profit Margins (%) 20.3 23.6 23.9 24.0
Net Debt / Equity (x) (0.5) (0.7) (0.8) (0.9)
Net Debt / EBITDA (x) (0.6) (0.7) (0.7) (0.7)
Fixed Asset Turnover (x) 25 2.6 2.7 2.8
Working Capital Days (32) (47) (47) (48)
Inventory Turnover Days 24 20 20 19
Receivables Days 11 11 11 11
Payables Days 54 59 59 59
Profitability Ratios
RoCE (%) 76.3 93.8 98.6 106.4
RoE (%) 61.3 74.8 78.2 845
RolC (%) 115.3 199.4 3141 455.8

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

I/We, Manoj Menon, MBA, CMA; Varun Singh, MBA; Karan Bhuwania, MBA; Akshay Krishnan, 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. 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. Analysts are not registered as research analysts by FINRA and are not associated
persons of the ICICI Securities Inc. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the
report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial
products. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807
7100. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager, Research Analyst and Alternative Investment Fund. ICICI
Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence.
ICICI Securities Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities AIF Trust's SEBI Registration number is IN/AIF3/23-24/1292 ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its
various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”),
the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates
might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities
and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies
that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as
opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view
the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional Research.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Retail Research.

The information and opinions in this report have been prepared by ICIC| Securities and are subject to change without any notice. The report and information contained herein
is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable
basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable
regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.
This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or
completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of
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and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed
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Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal, Contact number: 022-40701000, E-mail Address : complianceofficer@icicisecurities.com
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