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Consumer Staples - Overall
3QFY25 results preview

m Our FMCG pack is expected to remain under pressure due to the sharp rise in
input costs necessitating price hikes amidst subdued urban demand.

m Paint companies are grappling with weak demand at an industry level,
accentuated by the aggressive dealer network expansion by Birla Opus.

m Strong festive demand is expected to drive growth for Ethos and Titan. TCPL
Packaging to outperform in 3Q; remains our high-conviction ADD-rated stock.

Sluggishness in urban markets remains; rural markets still outpace
The overall demand environment remained sluggish in 3QFY25, with expectations of lower
volume growth on account of a sharp rise in input costs, especially edible oils, copra, tea,
etc. We expect our staples pack (aggregate) to post 4.4% yoy sales growth in 3QFY25F,
led by price hikes. The EBITDA margin is likely to contract yoy for most players as they
have not passed on the full impact of input cost inflation to customers in 3Q and are
expected to maintain aggressive A&P spending. Rural markets are likely to continue
outpacing urban markets, which remain subdued. Top picks: Britannia Industries (TP:
Rs5,610), Godrej Consumer Products (TP: Rs1,440) & Dabur India (TP: Rs610).

Subdued demand at industry level continues to weigh on growth

Our channel check points towards a subdued demand environment impacting the paint
industry’s growth (especially weak in Oct & Nov 2024), accentuated by aggressive dealer
addition by Birla Opus, across urban and semi-urban markets. We expect our paint pack
(ex-PIDI) to post a sales decline of 1.4% yoy. As per our estimates, APNT continues to
remain under pressure and is expected to post a 2.9% yoy sales decline while BRGR is
likely to register 2% sales growth. We reckon Birla Opus has topped the c.Rs10bn+ mark
in 9MFY25, implying c.Rs6bn+ worth of sales in 3Q. Margin pressure is expected to remain
for all paint players vs. PIDI, which is likely to end 3Q at the upper end of its EBITDA margin
guidance of 20-24%. We retain our high-conviction ADD rating on PIDI (TP: Rs3,470).

Retail players to see healthy growth backed by festive demand
Jewellery and luxury retailers are expected to fare well in 3QFY25F, aided by festive &
wedding demand. Titan Company (Titan) is likely to post 24% yoy growth in the jewellery
business (Kalyan Jewellers/Senco Gold/PN Gadgil Jewellers posted 39%/22%/24% yoy
sales growth, respectively). Ethos is expected to grow 24.4% yoy led by strong demand in
luxury and high luxury segments, aided by festive demand (40%-+ growth in Oct 2024). We
reiterate our ADD ratings on Titan (TP: Rs3,600) & Ethos (TP: Rs3,400).

TCPL Packaging is expected to clock exponential growth in exports
TCPL Packaging is expected to post 15% yoy sales growth, led by a 50% yoy growth in
exports. We expect its EBITDA margin to improve by c.109bp yoy to 16.1%, led by
improving export salience (better realization vs. domestic folding cartons). TCPL Packaging
remains our high-conviction ADD-rated stock (TP: Rs4,250) due to sustained growth in
exports, gradually improving domestic FMCG demand & a gradual improvement in sales
contribution from Creative Offset Packaging & TCPL Innofilms.

Figure 1: 3QFY25F earnings preview of our staples coverage universe
0 )

Company Re(\};in:qi /0&23)' E(Br\,rsr?n/'; % chg. (yoy) Net(RPgor:; % chg. (yoy)
Britannia Industries 45,563 7.0% 7,980 -2.8% 5,530 -1.1%
Colgate-Palmolive (India) 14,945 7.1% 4,812 2.7% 3,487 5.6%
Dabur India 33,302 2.3% 6,656 -0.3% 5,124 -0.4%
Emami 10,531 5.7% 3,319 5.4% 2,800 5.9%
Godrej Consumer Products 37,335 2.0% 7,696 -8.5% 5,513 -6.2%
Hindustan Unilever 1,55,668 2.5% 36,582 3.3% 26,553 4.2%
Jyothy Labs 7,127 5.2% 1,247 5.1% 941 3.5%
Marico 27,766 14.6% 5,330 3.9% 4,036 5.4%
Nestle India 48,023 4.8% 11,521 7.5% 7,697 0.9%
Total 3,80,262 4.4% 85,144 1.9% 61,680 2.1%
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Quarterly results summary
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Figure 2: 3QFY25 results preview of our coverage universe
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Consumer staples (standalone aggregate) - expectations »

Figure 3: Growth in 3QFY25F is expected to be led by price

hikes

mValue weighted volume growth (%, LHS) = Pricing growth (%, LHS) e Sales growth (%, RHS)
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Figure 4: Gross margin is expected to moderate due to partial
absorption of raw material inflation in 3QFY25F amidst weak

demand
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Figure 5: Advertising expenses are expected to remain elevated
as companies continue to invest in brand building...
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Figure 6: ...keeping their EBITDA margin in check
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3QFY25F - The story in charts »

Figure 7: Marico, Nestle India & Britannia Industries are
expected to post their highest yoy sales growth in 3QFY25F
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Figure 8: Colgate-Palmolive (India) is expected to post its
highest qog improvement in gross margin in 3QFY25F
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SOURCE: INCRED RESEARCH, COMPANY REPORTS

Figure 9: All players are expected to maintain high levels of
A&P spending in 3QFY25F
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Figure 10: The EBITDA margin of most players is expected to
moderate on a yoy basis
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Price movement of key raw materials »

Figure 11: Palm oil prices were up 42.5% yoy in 3QFY25
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Figure 12: PFAD prices were up 31% yoy in 3QFY25
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Figure 13: Brent crude oil prices were down 9% yoy in 3QFY25
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Figure 14: VAM prices were down 11% yoy in 3QFY25
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Figure 15: Wheat prices were up 15% yoy in 3QFY25
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Figure 16: Leaf tea (All India) prices were up 26% yoy in
3QFY25
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Figure 17: Price movement (YoY) of key raw materials
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Figure 18: Price movement (MoM) of key raw materials
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Quarterly estimates

Figure 19: 3QFY25F earnings of our coverage universe (1/3)

oy % oq %

3QFY24 2QFY25 3QFY25F y C{}gl q thg_
Britannia Industries - Consolidated
Net Sales (Rs m) 42,563 46,676 45,563 7.0% -2.4%
EBITDA (Rs m) 8,211 7,834 7,980 -2.8% 1.9%
EBITDA Margin (%) 19.3% 16.8% 17.5% -178bp 73bp
Core Net Profit (Rs m) 5,593 5,316 5,530 -1.1% 4.0%
Colgate-Palmolive (India) - Standalone
Net Sales (Rs m) 13,957 16,191 14,945 7.1% -7.7%
EBITDA (Rs m) 4,684 4,974 4,812 2.7% -3.2%
EBITDA Margin (%) 33.6% 30.7% 32.2% -136bp 148bp
Core Net Profit (Rs m) 3,301 3,951 3,487 5.6% -11.7%
Dabur India - Consolidated
Net Sales (Rs m) 32,551 30,286 33,302 2.3% 10.0%
EBITDA (Rs m) 6,678 5,526 6,656 -0.3% 20.5%
EBITDA Margin (%) 20.5% 18.2% 20.0% -53bp 174bp
Core Net Profit (Rs m) 5,142 4,250 5,124 -0.4% 20.6%
Emami - Consolidated
Net Sales (Rs m) 9,963 8,905 10,531 5.7% 18.3%
EBITDA (Rs m) 3,149 2,504 3,319 5.4% 32.6%
EBITDA Margin (%) 31.6% 28.1% 31.5% -9bp 340bp
Core Net Profit (Rs m) 2,643 2,126 2,800 5.9% 31.7%
Godrej Consumer Products - Consolidated
Net Sales (Rs m) 36,596 36,663 37,335 2.0% 1.8%
EBITDA (Rs m) 8,407 7,596 7,696 -8.5% 1.3%
EBITDA Margin (%) 23.0% 20.7% 20.6% -236bp -11bp
Core Net Profit (Rs m) 5,880 4,971 5,513 -6.2% 10.9%
Hindustan Unilever - Standalone
Net Sales (Rs m) 1,51,880 1,55,080 1,55,668 2.5% 0.4%
EBITDA (Rs m) 35,400 36,470 36,582 3.3% 0.3%
EBITDA Margin (%) 23.3% 23.5% 23.5% 19bp -2bp
Core Net Profit (Rs m) 25,490 26,280 26,553 4.2% 1.0%
Jyothy Labs - Standalone
Net Sales (Rs m) 6,775 7,338 7,127 5.2% -2.9%
EBITDA (Rs m) 1,186 1,385 1,247 5.1% -9.9%
EBITDA Margin (%) 17.5% 18.9% 17.5% -1bp -137bp
Core Net Profit (Rs m) 909 1,050 941 3.5% -10.4%
Figure 20: 3QFY25F earnings of our coverage universe (2/3)

oy % oq %

3QFY24 2QFY25 3QFY25F y é’hg q ghg
Marico - Consolidated
Net Sales (Rs m) 24,220 26,640 27,766 14.6% 4.2%
EBITDA (Rs m) 5,130 5,220 5,330 3.9% 2.1%
EBITDA Margin (%) 21.2% 19.6% 19.2% -198bp -40bp
Core Net Profit (Rs m) 3,830 4,230 4,036 5.4% -4.6%
Nestle India - Standalone
Net Sales (Rs m) 45,836 50,748 48,023 4.8% -5.4%
EBITDA (Rs m) 10,722 11,355 11,521 7.5% 1.5%
EBITDA Margin (%) 23.4% 22.4% 24.0% 60bp 161bp
Core Net Profit (Rs m) 7,629 6,955 7,697 0.9% 10.7%
Titan Company - Consolidated
Net Sales (Rs m) 1,41,640 1,45,340 1,75,304 23.8% 20.6%
EBITDA (Rs m) 15,650 12,360 17,530 12.0% 41.8%
EBITDA Margin (%) 11.0% 8.5% 10.0% -105bp 150bp
Core Net Profit (Rs m) 10,530 7,040 11,119 5.6% 57.9%
Ethos-Consolidated
Net Sales (Rs m) 2,812 2,971 3,498 24.4% 17.7%
EBITDA (Rs m) 445 422 525 17.8% 24.4%
EBITDA Margin (%) 15.8% 14.2% 15.0% -84bp 81bp
Core Net Profit (Rs m) 255 212 279 9.2% 31.2%
TCPL Packaging-Consolidated
Net Sales (Rs m) 3,636 4,626 4,515 24.2% -2.4%
EBITDA (Rs m) 546 769 727 33.2% -5.5%
EBITDA Margin (%) 15.0% 16.6% 16.1% 109bp -53bp
Core Net Profit (Rs m) 197 355 340 73.0% -4.3%
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Figure 21: 3QFY25F earnings of our coverage universe (3/3)
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