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Neutral (no change)

Highlighted Companies

Dabur India
ADD, TP Rs725, Rs654 close

Dabur India is expected to continue
clocking gains from the recovery in rural
demand and post incremental growth. The
thrust on market share gains in the oral
care segment and seasonality tailwinds in
the upcoming winter season, we feel,
should drive growth in the healthcare
range.

Godrej Consumer Products

ADD, TP Rs1665, Rs1432 close

Godrej Consumer Products is well-placed
to deliver continued growth. Recent
innovations, especially in household
insecticides, we believe, can drive strong
market share gains led by efficacy.
Emami

ADD, TP Rs925, Rs745 close

Given its large rural contribution, Emami
remains a preferred pick to capitalize on

improving rural market growth and
relevant portfolio at the mass-end.

Summary Valuation Metrics

P/E (x) Mar24-A Mar25-F Mar26-F
Dabur India 62.93 52.18 44.57
Godrej Consumer Products  -261.3  63.52  50.45
Emami 45.16 33.1 28.98
P/BV (x) Mar24-A Mar25-F Mar26-F
Dabur India 11.75 10.33 9.22
Godrej Consumer Products 11.63  10.55 9.4
Emami 13.28 10.99 9.04
Dividend Yield Mar24-A Mar25-F Mar26-F
Dabur India 0.83% 0.93% 1.09%
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Research Analyst(s)

Consumer Staples - Overall
FMCG expert meet highlights

m We hosted an expert from the FMCG industry, who was associated with
leading FMCG players across leadership roles in the past.

= Rural markets are likely to continue outpacing their urban counterparts, which
may remain stagnant due to sluggishness in the general trade (GT) channel.

= The overall industry is expected to post mid-to-high single-digit value growth,

led by improvement in volume growth, supported by recovery in rural markets.

Improving rural demand is expected to drive growth for the industry
e Rural vs. urban market context: Prior to 2019, rural markets were performing better

than urban markets. During the Covid-19 pandemic, urban markets saw a sharper
plunge, compared to rural markets, and seemed optically higher in subsequent years on
a low base. Rural markets, on the other hand, were slower to decline (and slower to
clock gains as well). While urban market growth is expected to remain sluggish, rural
markets are likely to grow 300-400bp higher in value terms, aiding the industry growth.
Urban general trade channels remain sluggish: While the general trade (GT) channel
is the backbone of the FMCG industry, in urban markets standalone stores are under
stress due to the sharp rise of new-age channels like quick commerce. FMCG
companies are benefiting from these new-age channels, but local brick-and-mortar
stores are losing customers with potentially larger shopping baskets. Leading FMCG
players are engaging consultants to revive the growth in urban general trade channel.
Some start-ups are also trying to upgrade kirana stores into omni-channel stores by
enabling them with the ability to offer a better assortment, with direct fulfilment (like
SuperK), which is like JioMart's omni-enabled offering.

Seasonal categories are missing the mark; non-seasonal categories fare better:
In the last few years, there have been more fluctuations in the trends of seasonal
categories. Seasonal categories like beverages, ice-creams, etc, which were expected
to capitalize on a prolonged summer season (with higher temperatures) missed the mark
(even in previous years). Winter care products fared relatively better than the summer
season contextual products in the recent past. Currently, non-seasonal items like soaps,
hair oils, shampoos, skincare products, household care products, etc. are posting
relatively steady growth. Categories like packaged food & beverages are performing
better in rural markets vs. urban markets due to increased availability now vs. not being
present in the previous years, leading to new customer growth for FMCG players.
Outlook: The expert expects industry value growth to range in mid-to-high single digits,
led by an improvement in volume, aided by gradually improving rural markets, which are
expected to grow 300-400bp higher than urban markets (in value terms), which is in line
with our view.

e Top picks: Considering the optimism on a continued gradual recovery momentum in

rural markets and sluggish momentum expected in urban markets, we continue to prefer
names like Dabur India (ADD), Godrej Consumer Products (ADD), Emami (ADD) and
Jyothy Labs (ADD).
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Figure 1: The FMCG industry’s value growth is expected to trend in mid-to-high single-
digits in the near term aided by a gradual recovery in rural markets
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Recommendation Framework

Stock Ratings Definition:

Add The stock’s total return is expected to exceed 10% over the next 12 months.
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Sector Ratings Definition:
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Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.

Country Ratings Definition:
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Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.




