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Key changes in this note

> Lower target price to Rs785 from Rs925.
> Lower FY26F/27F EPS by 9.5%-14.3%.

——— Frice Closs
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Emami Ltd

Favourable seasonality to aid growth in 2H

= Emami’'s 2QFY25 consolidated sales grew by 9.7% yoy, with an 8.7% volume
growth. The IBD grew by 10% yoy (11% on a constant currency or CC basis).
m Consol. gross/EBITDA margins expanded by 60bp/110bp yoy to 70.1%/28.1%,
respectively. Emami is not expected to be aggressive in price hikes in FY25F.

m A recovery in sight in rural markets bodes well for Emami. Retain ADD rating
on it with a lower target price of Rs785 (35x Sep 2026F EPS) vs. Rs925 earlier.

Weakness in male grooming biz and Kesh King impacted sales in 2Q
Domestic sales/volume grew by 2.6%/1.7% yoy while international business grew by
6%/6% in INR/constant currency or CC terms, respectively, in 2QFY25. Consolidated sales
grew by 3% yoy. The Navratna and Dermicool range clocked a 10% yoy growth in 2Q. New
products were launched in talcum powder & shower gel categories under Dermicool. The
healthcare range grew by 11% yoy led by double-digit growth in Nityam, Generic Range,
Vigorex, Cough Syrup, Health Juices & Honey segments. The Boroplus range grew by 2%
led by strong growth in Boroplus Aloe Vera Gel & soaps. Boroplus Soft was relaunched in
Sep 2024 with revamped packaging. The pain management segment grew by 5% led by
Ortho Vedic Oil & Fast Relief spray gaining traction in new-age channels. Male
grooming/Kesh King/7 Oils in One declined by 13%/9%/3% yoy, respectively and reained
under pressure. Organized trade channels performed well and are now 26.6% of sales.

Corrective actions underway; favourable winter to drive a better 2H
Emami is taking corrective actions to revive growth in the male grooming, Kesh King &
Boroplus range, which were impacted by lower discretionary spending in these categories.
Fair & Handsome will be relaunched with new packaging in 3QFY25F and the HE brand
has been extended into more categories (refer Fig. 3). Consultants were hired to revive
growth in Kesh King & Boroplus, and the strategy is expected to be finalized over the next
two quarters, which will aid growth in FY26F. Severe winter (led by La Nina effect) to aid
better domestic growth in 2H, aided by the festive season, leading to high single-digit
growth in FY25F. Emami is not expected to be aggressive in taking price hikes, but
management gave guidance regarding continuing its thrust on advertising (c.18% of FY25F
sales targeted) for brand relaunches and the winter range, targeting double-digit EBITDA
growth and margin expansion of 50-100bp in FY25F.

Retain ADD rating with a lower target price of Rs785

A favourable winter forecast (led by La Nina effect) driving growth in the winter range,
coupled with initiatives to drive a recovery in the male grooming (driven by brand relaunch
of F&H) and Kesh King range should aid in driving better growth in 2HFY25F, aided by the
recovery in urban markets and festive demand. We remain optimistic about high single-
digit growth in the near term and maintain our ADD rating on Emami, with a lower target
price of Rs785 (35x Sep 2026F EPS). Downside risk: Slower-than-expected sales growth.

Financial Summary Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
Revenue (Rsm) 34,057 35,781 38,653 41,818 45,826
Operating EBITDA (Rsm) 8,628 9,495 10,639 11,603 12,787
Net Profit (Rsm) 6,396 7,235 9,224 10,097 11,182
Core EPS (Rs) 14.5 16.6 19.3 213 238
Core EPS Growth (24.0%) 14.6% 16.3% 10.4% 11.7%
FD Core P/E (x) 46.21 40.63 31.70 28.96 26.15
DPS (Rs) 8.0 8.0 11.0 11.0 11.0
Dividend Yield 1.22% 1.19% 1.64% 1.64% 1.64%
EV/EBITDA (x) 34.03 30.69 27.08 24.73 22.39
P/FCFE (x) 54.81 43.09 60.26 64.66 76.95
Net Gearing (9.0%) (10.9%) (15.4%) (16.8%) (15.7%)
P/BV (x) 12.83 11.95 10.09 8.54 7.20
ROE 29.2% 30.7% 31.6% 29.4% 27.8%
% Change In Core EPS Estimates (5.58%) (9.49%) (14.34%)

InCred Research/Consensus EPS (x)
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Favorable seasonality to aid growth in 2H

Figure 1: Quarterly results summary - consolidated

Y/E Mar (Rs. m) 2QFY24 1QFY25 2QFY25 YoY (%) QoQ (%) 1HFY24 1HFY25 Gr (%)
Revenue 8,649 9,061 8,905 3.0 -1.7 16,905 17,966 6.3
Expenditure 6,312 6,896 6,401 14 -7.2 12,669 13,297 5.0
Consumption of Raw Materials 2,588 2,930 2,610 0.9 -10.9 5,444 5,540 1.8
as % of Sales 29.9 32.3 29.3 32.2 30.8
Employee Costs 1,017 1,111 1,129 11.0 16 2,031 2,239 103
as % of Sales 11.8 12.3 12.7 12.0 12.5
Selling & Administrative Expenses 1,544 1,837 1,457 -5.6 -20.7 3,063 3,294 7.6
as % of Sales 17.9 20.3 16.4 18.1 18.3
Other Expenditure 1,163 1,018 1,205 3.6 18.3 2,131 2,224 4.3
as % of Sales 135 11.2 135 12.6 12.4
EBITDA 2,337 2,165 2,504 7.2 15.6 4,237 4,669 10.2
Depreciation 461 444 447 -3.1 0.5 921 891 -3.3
EBIT 1,876 1,721 2,057 9.7 19.6 3,316 3,778 13.9
Other Income 111 105 216 94.1 106.1 194 320 65.1
Interest 23 21 23 3.6 13.1 44 44 0.0
PBT 1,964 1,805 2,250 145 24.6 3,466 4,054 17.0
Total Tax 158 278 94 -40.4 -66.0 287 372 29.6
PAT (Before Minority Interestor M) 1,806 1,527 2,155 19.3 411 3,179 3,682 15.8
Minority Interest 21 1 30 39.8 4816.7 16 30 -99.4
Reported PAT 1,785 1,526 2,126 19.1 39.3 3,162 3,652 155
Extraordinary ltems 0 0 0 NA NA 0 0 NA
Adjusted PAT 1,785 1,526 2,126 19.1 39.3 3,162 3,652 155
EPS 4.0 3.4 4.8 19.1 39.3 7.1 82 155
Margins (%) 2QFY24 1QFY25 2QFY25 YoY (bp) QoQ (bp) 1HFY24 1HFY25 (bp)
Gross Margins 70.1 67.7 70.7 60 300 67.8 69.2 140
EBITDA 27.0 23.9 28.1 110 420 25.1 26.0 90
EBIT 21.7 19.0 23.1 140 410 19.6 21.0 140
EBT 22.7 19.9 25.3 250 530 20.5 22.6 210
PAT 20.6 16.8 23.9 320 700 18.7 20.3 160
Effective Tax Rate 8.1 15.4 4.2 -390 -1,120 8.3 9.2 90

Figure 2: Volume growth came off in 2Q; expected to improve in 2HFY25F led by
festive season and favourable seasonality for the winter range
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Figure 3: New launches in 2QFY25 — Dermicool & HE brands see the highest new launches out of the entire lot
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Figure 4: Our revised earnings estimates

Rs. m i FY25F . FY26F . FY27F

Previous Revised % Change Previous Revised % Change Previous Revised % Change
Revenue 40,454 38,653 (4.5) 44,839 41,818 (6.7) 49,850 45,826 (8.1)
EBITDA 11,274 10,639 (5.6) 12,797 11,603 (9.3) 14,864 12,787 (14.0)
EBITDA Margin (%) 27.9 27.5 -30bp 28.5 27.7 -80bp 20.8 27.9 -190bp
Net Profit 9,820 9,224 (6.1) 11,217 10,097 (9.5) 13,132 11,182 (14.4)
EPS (Rs.) 20.5 19.2 (6.1) 23.6 21.2 (9.5) 27.8 23.7 (14.4)

SOURCE: INCRED RESEARCH, COMPANY REPORTS

Figure 5: Emami’s one-year forward P/E trades below its five-year average
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BY THE NUMBERS
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Profit & Loss
(Rs mn) Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
Total Net Revenues 34,057 35,781 38,653 41,818 45,826
Gross Profit 22,044 24,176 26,444 28,945 32,086
Operating EBITDA 8,628 9,495 10,639 11,603 12,787
Depreciation And Amortisation (2,473) (1,918) (1,060) (1,117) (1,175)
Operating EBIT 6,155 7,577 9,579 10,486 11,613
Financial Income/(Expense) 615 368 322 367 422
Pretax Income/(Loss) from Assoc.
Non-Operating Income/(Expense)
Profit Before Tax (pre-El) 6,770 8,004 9,060 10,014 11,195
Exceptional Items
Pre-tax Profit 6,770 7,945 9,900 10,854 12,035
Taxation (421) (667) (577) (657) (753)
Exceptional Income - post-tax
Profit After Tax 6,349 7,279 9,324 10,197 11,282
Minority Interests 47 (43) (100) (100) (100)
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 6,396 7,235 9,224 10,097 11,182
Recurring Net Profit 6,396 7,289 8,433 9,308 10,395
Fully Diluted Recurring Net Profit 6,396 7,289 8,433 9,308 10,395
Cash Flow
(Rs mn) Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
EBITDA 8,628 9,495 10,639 11,603 12,787
Cash Flow from Invt. & Assoc.
Change In Working Capital (94) (373) (4,163) (5,452) (3,317)
(Incr)/Decr in Total Provisions
Other Non-Cash (Income)/Expense
Other Operating Cashflow 689 468 445 490 546
Net Interest (Paid)/Received (74) (100) (123) (123) (123)
Tax Paid (421) (667) (577) (657) (753)
Cashflow From Operations 8,728 8,824 6,221 5,862 9,140
Capex (1,519) (554) (1,240) (1,340) (1,340)
Disposals Of FAs/subsidiaries
Acg. Of Subsidiaries/investments 93 (1,482) (4,000)
Other Investing Cashflow
Cash Flow From Investing (1,426) (2,036) (1,240) (1,340) (5,340)
Debt Raised/(repaid) (1,910) 34 (129)
Proceeds From Issue Of Shares
Shares Repurchased
Dividends Paid (3,592) (3,492) (4,802) (4,802) (4,802)
Preferred Dividends
Other Financing Cashflow (1,112) (3,164) 1,643 1,576 1,656
Cash Flow From Financing (6,614) (6,622) (3,288) (3,226) (3,146)
Total Cash Generated 688 166 1,693 1,297 654
Free Cashflow To Equity 5,392 6,822 4,852 4,522 3,800
Free Cashflow To Firm 7,376 6,888 5,104 4,645 3,923
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BY THE NUMBERS...cont’d

Balance Sheet

(Rs mn) Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
Total Cash And Equivalents 2,981 3,624 5,317 6,614 7,268
Total Debtors 4,146 4,942 6,295 8,046 9,468
Inventories 3,280 3,234 5,901 7,405 9,177
Total Other Current Assets 2,738 2,601 3,748 6,006 6,574
Total Current Assets 13,145 14,401 21,261 28,071 32,486
Fixed Assets 12,517 11,212 10,552 9,935 9,260
Total Investments 1,800 2,805 2,805 2,805 6,805
Intangible Assets
Total Other Non-Current Assets 3,637 4,379 3,677 2,911 2,065
Total Non-current Assets 17,953 18,396 17,033 15,651 18,130
Short-term Debt 815 785 656 656 656
Current Portion of Long-Term Debt
Total Creditors 4,072 4,546 4,757 4,819 5,263
Other Current Liabilities 1,301 1,370 1,348 1,348 1,348
Total Current Liabilities 6,188 6,701 6,761 6,823 7,267
Total Long-term Debt 91 154 154 154 154
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities
Total Non-current Liabilities 91 154 154 154 154
Total Provisions 1,693 1,365 2,179 2,179 2,179
Total Liabilities 7,971 8,220 9,095 9,157 9,601
Shareholders Equity 23,028 24,466 28,988 34,254 40,604
Minority Interests 100 111 211 311 411
Total Equity 23,128 24,577 29,199 34,565 41,015
Key Ratios

Mar-23A Mar-24A Mar-25F Mar-26F Mar-27F
Revenue Growth 6.9% 5.1% 8.0% 8.2% 9.6%
Operating EBITDA Growth (9.4%) 10.1% 12.0% 9.1% 10.2%
Operating EBITDA Margin 25.3% 26.5% 27.5% 27.7% 27.9%
Net Cash Per Share (Rs) 4.71 6.15 10.32 13.29 14.79
BVPS (Rs) 52.19 56.05 66.41 78.47 93.02
Gross Interest Cover 83.27 76.52 71.03 78.40 87.56
Effective Tax Rate 6.2% 8.4% 5.8% 6.0% 6.3%
Net Dividend Payout Ratio 56.2% 47.9% 57.3% 51.9% 46.4%
Accounts Receivables Days 39.41 46.35 53.06 62.59 69.75
Inventory Days 104.16 102.44 136.54 188.64 220.24
Accounts Payables Days 123.94 135.51 139.06 135.76 133.91
ROIC (%) 29.4% 37.3% 36.3% 34.3% 36.0%
ROCE (%) 26.2% 30.9% 29.1% 29.0% 28.4%
Return On Average Assets 18.6% 21.8% 23.0% 21.9% 21.2%
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