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Domestic headwinds impacted revenue; Gradual recovery expected

Godrej Consumer Products Ltd.

Sector
Consumer

Recommendation
ACCUMULATE

Potential
Upside 12.3%

CMP
INR 1,126

Target
INR 1,264

Market Cap (INR Mn)
11,51,898

Result highlights

For Q3FY25, the revenue increased 3.0% YoY (+2.8% QoQ) to INR 37,684 Mn, in line with our estimate.

EBITDA decreased by 16.4% YoY (+0.8% QoQ) to INR 7,559 Mn, missing our estimate mainly due to higher-than-expected operating
expenses.

Adj. Net profit decreased by 22.7% YoY (+1.0% QoQ) to INR 5,041 Mn, underperforming our estimate, mainly due to the cascading effect of
EBITDA.

GCPL declared an interim dividend at INR 5.0/share for FY24-FY25E.

We lower our FY26E/FY27E Adj. EPS estimates by 11.1%/10.1%, respectively, due to weak Q3FY25 performance, the ongoing slowdown in
domestic Household Insecticides & Personal Care products, margin pressures and persistent demand weakness in urban markets
expected to continue into 4QFY25E. We forecast Revenue/EBITDA/Adj. PAT to grow at a 7.3%/7.9%/10% CAGR over FY24-27E. GCPL is
currently trading at 48.1x/42.5x its FY26E/FY27E EPS. We rollover our valuation multiple to FY27E and assign a P/E multiple of 48x on
FY27E EPS of INR 26.6 (previously INR 29.6), resulting in a target price of INR 1,264 (previously INR 1,452). However, we expect margin
pressure in the near term, but it is expected to recover gradually. Subsequently, we maintain our ‘ACCUMULATE’ rating on the shares
of Godrej Consumer Products.

RESEARCIH
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MARKET DATA KEY FINANCIALS
Shares O/S (Mn) 1,023 Particulars (INR Mn) FY22 FY23 FY24 FY25E FY26E FY27E
Mkt Cap (INR Mn) 11,51,898 Revenue 1,22,765 1,33,160 1,40,961 1,44,568 1,57,200 1,74,293
EBITDA 24,917 25,392 30,703 30,098 34,472 38,537
52 Wk H/L (INR) 1,542/ 1055 PAT 17,834 17,025 -5,606 19,457 24,021 27,221
Volume Avg (3m K) 1,579 Adj. PAT 18,898 18,653 20,432 19,814 24,021 27,221
Face Value (INR) 1 EPS 17.4 16.7 -5.5 19.0 23.5 26.6
Adj. EPS 18.5 18.2 20.0 19.4 23.5 26.6
Bloomberg Code GCPLIN EBITDA Margin (%) 20.3% 19.1% 21.8% 20.8% 21.9% 22.1%
Adj. NPM (%) 15.4% 14.0% 14.5% 13.7% 15.3% 15.6%
SHARE PRICE PERFORMANCE
170 Source: Company, DevenChoksey Research
150 Weak domestic segmental performance impacted revenue
> In Q3FY25, the consolidated net revenue grew by 3.0% YoY(+2.8% QoQ). This growth was
130 primarily driven by the Indian business (+2.6% YoY, -1.7% QoQ) and Indonesia (+ 8.9% YoY, -
110 1.1% QoQ) in INR terms. However, the overall performance was partially offset by a 16.3%
90 YoY decline in INR terms in the Africa business.
» The India standalone business (60.0% of total sales), saw a 4.0% YoY rise in value terms.
70 However, volume growth was flat due to slower urban consumption, resorting to price
50 hikes in response to the rising cost of palm oil prices leading to trade destocking, and weak
S, ) performance in the Household Insecticide category.
§ 2 E 32 L‘% 3 E » The Indonesia business (13.5% of total sales), grew by 8.0% YoY in constant currency terms,
driven by 6.0% YoY underlying volume growth. This was supported by strong demand for
—SENSEX ——GCPL hair color products, particularly shampoo-based hair colors, and Stella pockets.
» The Africa, US, and Middle East (GAUM) businesses, which represent 20.5% of total sales,
MARKET INFO recorded a modest 1.0% YoY growth in constant currency terms. Growth in this segment was
muted primarily due to currency volatility.
SENSEX 75,336 . . -
» The Latin America and Others segment, contributing 7.0% to total sales, reported strong
NIFTY 22,829 performance with a 165.0% YoY growth in INR terms and a 28% YoY increase in CC terms. This
was mainly driven by currency appreciation and solid volume growth from several product
launches. However, management anticipates growth to normalize in the medium term.
SHARE HOLDING PATTERN (%)
Particulars Dec-24 Sep-24 Jun-24
Promoters 53.0 63.0 63.0
Flls 20.7 22.0 22.4
Dlls 11.0 9.6 9.3
Others 5.3 >-4 53 Revenue CAGR between FY24  Adj. PAT CAGR between FY24
Total 100 100 100 and FY27E and FY27E
*Based on the today’s closing
*Note: All the market data is as of today’s closing.
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Godrej Consumer Products Ltd.
Inflationary pressures erode domestic margins

» Gross margin contracted by 175bps YoY (-145bps QoQ) to 54.1%. The contraction was primarily attributed to the increase in palm oil
prices, which exerted pressure on input costs.

» For Q3FY25, EBITDA margin was at 20.1%, contracted by 466bps YoY (-72bps QoQ) due to temporary headwinds, including high palm oil
prices (+40.0%), urban consumption slowdown, weak performance in the Household Insecticides category, increased advertising spend
(~10.0% of revenue), and a high base in Q3FY24.

» The company expects the current challenges to be temporary and anticipates sequential improvement in both volume and value growth
in Q4FY25E. Additionally, margin improvement is projected by H1FY26E, supported by further pricing actions, particularly in the soaps
category.

Conference Call Highlights

Segment Performance (Domestic):

Household Insecticides (HI)

» The segment experienced weak growth due to adverse weather conditions, including delayed winters in the north and a cyclone in
South India, partly offset by price hikes.

» Goodknight Agarbatti is scaling up well, gaining share from illegal incense stick players, particularly in North and East India. A broader
pickup is expected with enhanced distribution and wholesale reach.

» The new Goodknight Liquid Vaporizer, launched in July 2024, features an improved formulation. Benefits will materialize by 1QFY26E as
old inventory clears and Modern Trade licenses are secured. Early feedback is positive, and management targets double-digit medium-
term growth.

» Coils with the new RNF (Renofluthrin) formulation are gaining market share. Long-term volume growth for this category is expected to
be in high single digits.

Soaps

» The segment saw mid-to-high single-digit volume declines, exacerbated by steep palm oil inflation, leading to margin erosion.

> Price hikes, grammage reductions, and trade scheme cuts were implemented to counter rising costs, leading to reduced inventory at
wholesale and household levels.

» Margins, currently below 20.0%, are expected to normalize after another round of price hikes, likely in 4QFY25E.

» Magic Handwash continues to report strong double-digit volume growth.

Hair Colours

» The segment posted mid-single-digit volume growth, with Godrej Expert Rich Creme access packs driving double-digit growth and
maintaining their position as the highest-distributed hair colour in India.

» Shampoo hair colour saw strong double-digit volume growth, particularly in South India.

» Sales of Hair Powder and Henna are declining as the company focuses on upgrading consumers to creme products, which are actively
advertised.

Emerging Categories

» Liquid Detergents: Fabric Care achieved strong double-digit volume growth, driven by Fab and Genteel. GCPL is the third-largest player
in this segment, with each brand offering a unique proposition.

» Air Fresheners : Delivered double-digit volume growth and maintained market leadership. Recent launches include Mini Aer Pocket in
South India at INR 30 and a re-launched Air Spray at INR 99 across India.

> Deodorants and Sexual Wellness: Integration with Raymond boosted market share in modern trade and e-commerce but faced

challenges in urban general trade. Sexual wellness saw double-digit growth, with mid-teen margins for the Raymond portfolio, short of
the 25.0% aspiration.
International Business

Indonesia

» Indonesia grew 8.0% YoY in constant currency (CC) terms, with 6.0% YoY underlying volume growth.

» EBITDA margin expanded 60 bps YoY to 21.5%, driven by a favorable product mix.

» Growth drivers included strong performance in the electric HI format, double-digit volume growth in Shampoo Hair Colour, and a
doubling of Stella Pocket air freshener volumes.

» Management aims to increase operating margins from 20.0% to 25.0%.

Africa

» The like-for-like business declined 7.0% YoY in CC terms due to reduced trade stocks, portfolio simplification, and currency devaluation
(Naira).

» Structural interventions, such as making the supply chain leaner amidst rising interest rates, are nearing completion.

> EBITDA margin improved by 340bps YoY to 14.8%, supported by gross margin improvements and a favorable portfolio mix. Focus will
shift to revenue growth once margins reach high-teens.

Others (Latin America and SAARC)

» Latin America and SAARC recorded 28.0% YoY growth in CC terms and 165.0% in INR terms, aided by currency appreciation and successful
product launches. Growth in Latin America is expected to normalize in the medium term.
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Godrej Consumer Products Ltd.
Outlook

> Domestic Business: Margins for soaps are expected to normalize after further price hikes. Goodknight Liquid Vaporizer and coils
with RNF formulations are expected to drive growth.

> International Business: The company expects continued solid performance, with aims to improve Indonesia’s margins to 25.0%
and Africa’s positive organic revenue growth is expected by Q4FY25E, with high-teens margin.

» Consolidated India EBITDA margins are expected to be around 24.0-25.0% in FY26E, likely at the lower end of the range.

Current market environment

» Urban Slowdown: There is a definite urban slowdown, with softness seen in modern trade and premium brands. There is some
amount of down-trading in many of GCPL's core categories. Urban general trade is under pressure. Urban modern trade is
growing slower than before.

> Rural Performance: Rural markets are generally doing well, and the company’s van program is contributing significantly to this
growth.

» E-commerce and Quick Commerce: E-commerce is growing at a rate of 30.0-40.0%.

> Palm Oil Prices: High palm oil prices have necessitated sharp price increases, grammage cuts, and trade scheme reductions,
causing trade destocking. Palm oil prices are on their way down, though PFAD (a derivative) has not fallen yet. The company
expects palm oil and its derivatives to normalize over time.

» Competition: There is increasing competition in categories like liquid detergents and body wash with the entry of new players.
Other players are also lowering prices in categories like liquid detergents.

> Seasonality: The Household Insecticide category is seasonal which impacts sales.

Valuation and view

GCPL experienced a challenging Q3FY25, particularly in India, due to economic and market factors. While international markets
performed well, domestic sales and profitability were weak. The company faced issues including high palm oil costs and a poor
season for insecticides yet saw strong growth in some categories like laundry. GCPL is addressing these temporary issues with
strategic pricing, rural market focus, and innovative products. The company expects performance to improve and remains
committed to sustainability and profitable growth, despite the current headwinds and increased competition in some sectors.

We lower our FY26E/FY27E Adj. EPS estimates by 11.1%/10.1%, respectively, due to weak Q3FY25 performance, the ongoing slowdown
in domestic Household Insecticides & Personal Care products, margin pressures and persistent demand weakness in urban markets
expected to continue into 4QFY25E. We forecast Revenue/EBITDA/Ad|. PAT to grow at a 7.3%/7.9%/10.0% CAGR over FY24-27E. GCPL is
currently trading at 48.1x/42.5x its FY26E/FY27E EPS. We rollover our valuation multiple to FY27E and assign a P/E multiple of 48x on
FY27E EPS of INR 26.6 (previously INR 29.6), resulting in a target price of INR 1,264 (previously INR 1,452). However, we expect
margin pressure in the near term, but it is expected to recover gradually. Subsequently, we maintain our ‘ACCUMULATE’ rating on
the shares of Godrej Consumer Products.

Inflation in palm oil derivatives continues to impact the personal wash category
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Flat organic volume growth due to temporary
demand headwinds

Q3FY25 - Result Update
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Sequential decrease in revenue contribution
from India due to low demand

12.0%
2.8% 8.8% 6.0% 6.9% 6.8%
8.0% 8.0% 26.0% 18.1% 16.8% 18.0% 19.9%
5.0% 3.0%
>0 0.0%
Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25
Reported consolidated volume growth M India W Indonesia = Africa, USA & ' Latin America and Others
@ Organic consolidated volume growth Middle East
Source: Company, DevenChoksey Research
RESULT SNAPSHOT
Particulars (INR Mn) Q3FY25 Q2FY25 Q3FY24 Q-0-Q Y-o-Y 9MFY25 9MFY24
Sales 37,684 36,663 36,596 2.8% 3.0% 1,07,663 1,07,105
Total Expenditure 30,125 29,047 27,549 3.7% 9.3% 85,225 84,006
Cost of Raw Materials 14,688 15,275 14,358 (3-8%) 2.3% 42,860 43,737
Purchase of Stock-in-trade 1,934 2,199 1,084 (12.1%) 78.4% 6,279 4,904
Changes in Inventories 660 (1,192) 700 (155.4%) (5.8%) (867) (294)
Employee Cost 2,961 3,106 2,761 (4.7%) 7.3% 8,863 9,256
Other Expenses 9,882 9,658 8,646 2.3% 14.3% 28,090 26,403
EBITDA 7,559 7,617 9,047 (0.8%) (16-4%) 22,438 23,099
EBITDA Margins (%) 20.1% 20.8% 24.7% (72 bps) (466 bps) 20.8% 21.6%
Depreciation 619 501 539 23.5% 14.9% 1,615 1,911
EBIT 6,941 7,116 8,508 (2.5%) (18.4%) 20,824 21,189
Interest Expense 897 831 666 8.0% 34.7% 2,606 2,179
Other Income 831 860 701 (3-4%) 18.6% 2,462 2,051
PBT 6,874 7,145 8,543 (3.8%) (19.5%) 20,680 21,061
Exceptional Items 57 78 709 (26.6%) (91.9%) 357 2,234
Tax 1,834 2,154 2,024 (14.8%) (9.4%) 5,921 5,500
Share of profit 0 o o} NA NA 0 [0}
PAT 4,983 4,913 5,811 1.4% (14.2%) 14,403 13,327
PAT Margin 13.2% 13.4% 15.9% (18 bps) (265 bps) 13.4% 12.4%
Adj. PAT 5,041 4,991 6,520 1.0% (22.7%) 14,760 15,561
Adj. PAT Margin 13.4% 13.6% 17.8% (24 bps) (444 bps) 13.7% 14.5%
EPS 4.9 4.8 5.7 1.4% (14.2%) 14.1 13.0
Adj. EPS 4.9 4.8 6.4 1.4% (23.6%) 14.3 15.2

Source: Company, DevenChoksey Research
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Godrej Consumer Products Ltd.
KEY FINANCIALS

Exhibit 1: Profit & Loss Statement Exhibit 2: Balance Sheet
INR Mn FY23 FY24 FY25E FY26E FY27E INR Mn FY23 FY24 FY25E FY26E FY27E
Revenues 1,33,160 | 1,40,961 | 1,44,568 | 1,57,200 | 1,74,293 Equity
COGS 6 8|6 6 8 8
7,02 3,203 »450 | 72,501 359 Equity Capital 1,023 1,023 1,023 1,023 1,023
Gross profit 66,132 | 77,758 | 79,119 | 84,399 | 93,934
Other Equity 1,36,920 | 1,24,963 | 1,34,692 | 1,46,702 | 1,60,312
Employee cost 11,115 12,493 12,148 13,326 14,815
Total Equity 1,37,942 | 1,25,986 | 1,35,714 | 1,47,725 | 1,61,335
Other expenses 29,625 | 34,562 | 36,873 | 36,602 | 40,583
EBITDA 25392 | 30,703 | 30,008 | 34,472 | 38,537 Non-Current Liabilities
EBITDA Margin 19.1% 21.8% 20.8% 21.9% 22.1% Borrowings 1,891 0 0 0 Y
D&A 2,363 2,410 2,469 2,542 2,683 Provisions 1,034 | 1,666 | 1,709 | 1,858 | 2,060
EBIT 23,029 | 28,294 | 27,629 | 31,930 | 353853 Other Current Liabilities 1,207 1,404 1,708 1,708 1,708
Interest expense 1,757 2,964 3,505 3,569 3,569 Total Non-Current
g 4,132 3,070 3,417 3,566 3,768
. Liabilities
Other income 1,685 2,690 3,387 4,052 4,267
Current Liabilities
PBT 21,327 1,982 27,154 | 32,413 | 36,551
Borrowings 8,82 1,86 1,86 1,86 1,86
Tax 4,303 7,588 7,697 8,393 9,330 & D || P || AT || S || S
Exceptional items | 1,629 | 26,037 357 0 0 Provisions 752 910 933 1,014 1,125
PAT 17,025 | (5,606) | 19,457 | 24,021 27,221 Trade Paybles 18,232 | 16,755 | 17,350 | 19,299 | 21,303
Adj. PAT 18,653 | 20,432 | 19,814 24,021 27,22 Other current liabilities 5,101 6,375 6,538 7,110 7,883
EPS (INR) 16.7 (5.5) 19.0 23.5 26.6
Total Current Liabilities 32,913 | 55,903 | 56,685 | 59,287 | 62,174
Adj. EPS 18.2 20.0 19.4 23.5 26.6

Total Liabilities 37,045 | 58,973 | 60,102 | 62,853 | 65,942

Exhibit 3: Cash Flow Statement
Non-Current Assets

INR Mn FY23 FY24 FY25E FY26E FY27E
CFFO 21,507 | 20,699 | 21,753 | 25,025 | 27,627 PPE 14,374 | 12,813 | 12,415 | 12,596 | 12,877
CFFI (17,583) | (33,630) | 102 (169) | (398) Goodwill 58,223 | 50,264 | 50,264 | 50,264 | 50,264
CFFF (7,943) | 14,064 | (12,784) | (15,069) | (16,489) Other current assets 44,332 | 66,270 | 65,767 | 65,378 | 65,001
Net Inc/Dec in (4,020) 1,1 072 8 10,741
cash 4 133 907 977 74 Total Non-Current Assets | 1,16,928 | 1,29,347 | 1,28,446 | 1,28,238 | 1,28,142
Opening Cash 7,509 3,576 4,028 13,099 | 22,886

Current Assets
Closing Cash 3,576 4,028 13,099 | 22,886 | 33,627

Inventories 15,372 | 12,709 13,161 14,639 | 16,159
Exhibit 4: Key Ratios
Key Ratio FY23 FY24 FY25E  FY26E  FY27E Trade Receivables 12,453 | 15,354 | 15,747 | 17,122 | 18,984
EBITDA Margin (%) 19.1% 21.8% 20.8% 21.9% 22.1% IESIETS 21,897 | 17,162 | 18,878 | 20,766 | 22,842
Tax rate (%) 20.2% | 382.8% | 28.3% 25.9% 25.5%

Cash and Bank ,576 ,028 | 13,0 22,886 ,62
Net Profit Margin (%)| 12.8% | (4.0%) 13.5% 15.3% 15.6% 357 4 099 33,627
ROE (%) 12.3% (4.4%) 14.3% 16.3% 16.9% Oher current assets 4,763 6,360 6,486 6,926 7,523
RoCE (%) 16.2% 21.9% 19.9% 21.1% 21.7%

Total Current Assets 58,060 | 55,612 | 67,371 | 82,340 | 99,135
Adj. EPS (INR) 18.2 20.0 19.4 23.5 26.6
PE 61.9x 56.6X 58.3x 48.1x 42.5x Total Assets 1,74,988 | 1,84,959 | 1,95,817 | 2,10,578 | 2,27,277
Source: Company, DevenChoksey Research
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Godrej Consumer Products Ltd.

. Rating Legend (Expected over a 12-month period)
Godrej Consumer Products Ltd.

Our Rating Upside
CMP (INR)  TP(INR) Recommendation
27-Jan-25 1,126 1,264 ACCUMULATE Buy More than 15%
28-Oct-24 1,292 1,452 ACCUMULATE Accumulate 5% —15%
21-Aug-24 1,394 1,541 ACCUMULATE Hold 0-5%
09-May-24 1,330 1,426 ACCUMULATE
Reduce -5% -0

03-Feb-24 1,237 1,443 BUY
09-Nov-23 1,016 1,204 BUY Sell Less than - 5%
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