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Hindustan Uniliver : Standalone Financials
SALES OPM OP OTHER PBIDT INTEREST PBDT DEPRN PBT EXCEP. PBT TOTAL PAT NET EPS

(%) INCOME (INC)/EXPN BEFORE EO ITEM(EI) AFTER EO TAX FROM OA PROFIT (RS)*
1803(12) 35218 20.7 7276 569 7845 20 7825 478 7347 -62 7285 2048 5237 5237 24.3

1903(12) 38224 22.6 8637 664 9301 28 9273 524 8749 -227 8522 2486 6036 6036 28.3

2003(12P) 41150 25.3 10406 739 11145 96 11049 856 10193 7 10200 3252 6948 6948 32.2

2103(12P) 45265 26.3 11905 828 12733 105 12628 933 11695 0 11695 3742 7953 7953 36.8
EI: Exceptional Items.  OA: ordinary activities *Annualised on equity Capital of Rs 216 crore, Face Value Rs 1 each. LP: Loss to Profit, PL: Profit to Loss.  Variance exceeding 999
restricted to 999.  Figures Rs in crore. Source: Capitaline Corporate Database

STOCK DATA
BSE Code : 500696

BSE Group : A

NSE Code : HINDUNILVR

Bloomberg : HUVR IN

Reuters : HLL.BO

Par Value : Re 1

52-week High/Low : Rs 1871 / Rs 1478

Sector : FMCG

SHAREHOLDING PATTERN*
Category % of equity

Foreign : 12.53

Institutions : 6.94

Govt Holding : –

Corporate Holding : 1.7

Promoters : 67.19

Public & Others : 11.66

Total : 100
* as on 30-06-2019
Source: Capitaline Databases

Hindustan Unilever (HUL) is India’s largest Fast Moving Consumer Goods company
with a heritage of over 80 years in India. On any given day, nine out of ten Indian
households use its products to feel good, look good and get more out of life – giving
the company a unique opportunity to build a brighter future.

HUL operates 30 factories across the country and has about 18,000 employees.

A 67% subsidiary of Unilever

HUL is a subsidiary of Unilever, UK, one of the world’s leading suppliers of Food, Home Care,
Personal Care and Refreshment products with sales in over 190 countries and an annual
sales turnover of €52.7 billion in 2016. Unilever has over 67% shareholding in HUL.

35 brands spanning 20 distinct categories
With over 35 brands spanning 20 distinct categories such as soaps, detergents,
shampoos, skin care, toothpastes, deodorants, cosmetics, tea, coffee, packaged foods,
ice cream, and water purifiers, the company is a part of the everyday life of millions of
consumers across India.

Its portfolio includes leading household brands such as Lux, Lifebuoy, Surf Excel, Rin,
Wheel, Fair & Lovely, Pond’s, Vaseline, Lakmé, Dove, Clinic Plus, Sunsilk, Pepsodent,
Closeup, Axe, Brooke Bond, Bru, Knorr, Kissan, Kwality Wall’s and Pureit.

Each of its categories - Home Care, Personal Care, Foods and Refreshments, includes a
portfolio of brands that aim to deliver consistent, competitive, profitable and responsible
growth. Its endeavour is supported by consistent investment in product innovation
and marketing activities.

Its Rs 1,000 crore + brands are

1. Lux

2. Dove

3. Clinic Plus

4. Pond’s

5. Vim
Its Rs 2,000 crore + brands are

1. Surf excel

2. Brooke Bond

Hindustan Unilever
Well-levered to growth
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HUL is a subsidiary of
Unilever, UK, one of the
world’s leading suppliers of
Food, Home Care, Personal
Care and Refreshment
products with sales in over
190 countries and an annual
sales turnover of euro 52.7
billion in 2016

Each of its categories - Home
Care, Personal Care, Foods
and Refreshments, includes
a portfolio of brands that aim
to deliver consistent,
competitive, profitable and
responsible growth

3. Wheel

4. Rin

5. Lifebuoy

6. Fair & Lovely

The company has organised its business under four major categories i.e. Home
Care, Personal Care, Foods and Refreshments. Home Care category comprises Fabric
Wash, Household Care and Water businesses. Personal Care category includes
Personal Wash, Skin Care, Hair Care, Oral Care, Colour Cosmetics and Deodorants.
Foods category includes Packaged Foods and Popular Foods. Refreshments category
comprises Tea, Coffee, Ice cream and Frozen Desserts. The residual segment of
Others includes Exports, Infant and Feminine care.

Resilient Performance in June 19 quarter against the backdrop of moderate
market growth

Against the backdrop of moderate market growth, HUL delivered a resilient
performance driven by expansion of consumer franchise, improvement in portfolio
mix and sustained growth in margins.

Domestic Consumer Growth in June 2019 quarter was 7% YoY with underlying
volume growth at 5% YoY. A soft macroeconomic environment and rural slowdown
decelerated volume growth to 5% YoY on a base 12% volume growth it achieved in
June 18 quarter on YoY basis.

Revenues grew by 7% y-o-y at Rs. 10114 crore in June 19 quarter. OPM improved by
250 BPS to 26.2% due to changes in accounting policy related to lease, better
leverage, lower ad spends and other cost initiatives. Operating profit grew by 18%
y-o-y to Rs. 2647 crore.

Interest cost was up by 243% to Rs 24 crore and depreciation was up by 69% to Rs
214 crore due to changes in accounting policy related to lease. Thus PBT was up by
13% to Rs 2556 crore. There was an EO income of Rs 7 crore pertaining to profit on
sale of properties as compared EO expense of Rs 59 crore towards restructuring
expense. PBT after EO thus stood at Rs 2227 crore up by 14%. After providing total
tax of Rs 808 crore, up 22% PAT for June 19 quarter stood at Rs 1755 crore up by
15% YoY.

Category wise growth

Home care – Volume-led growth seen with revenue growth at 10.1% YoY for the
June 19 quarter in both laundry and household care. Household care saw growth
led by Central & South markets. The company has redesigned ‘Go-to-Market’ model
of Pureit. Crude-led inflation was seen in the Homecare segment as a result of which
the gross margin was constant. Lower competitive intensity has led to lower BMI
(brand, marketing investments) in the Homecare segment. Overall, Homecare forms
34% of domestic revenues.

Beauty and personal care – the segment posted a 4.1% growth YoY in June 19
quarter.  Premium brands have shown steady performance. Broad based growth
was seen in skin care and hair care. Colour cosmetics sustained its double-digit
growth. Close-up and Lever Ayush (right now present only in South) continue to
build momentum in oral care. Gross margin and mix has seen improvement Beauty
and personal care make up 45% of domestic revenues.
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To strengthen its natural’s portfolio in Beauty and Personal care, various launches
were made such as Lever Ayush Bhringraj Hair Oil, Lux Botanicals, Pears Naturale,
FAL Ayurveda face wash, FAL soap, Sunsilk variants with natural ingredients.

Rin was relaunched nationally and Sunlight liquid was launched in select
geographies.

Foods and refreshments – Posted 9.2% YoY growth. Beverages saw rational growth.
Due to a better summer season, Ice Cream & Frozen Desserts portfolio led by
innovations reported reasonable growth. Foods and refreshments form 19% of
revenues in the domestic business.

Sanjiv Mehta, Chairman and Managing Director commented: “Against the backdrop
of moderate market growth, HUL has delivered a resilient performance driven by
expansion of our consumer franchise, improvement in portfolio mix and sustained
growth in margins. Our focus on strengthening the core, leading market
development& premiumisation, driving channel transformation and building brands
with purpose, continues to serve us well.

We continue to make good progress on our strategic initiatives to make sustainable
living common place and build a business which is purpose led and future fit. We
have received approval from our Shareholders and Creditors for the proposed merger
with GSK CH and subject to NCLT approvals, are on track to complete the integration
of the business before the end of 2019. We believe our business is well positioned
to unlock the structural FMCG India opportunity as well as in terms of navigating the
short-term challenges arising from softening of growth.”

Cost savings and mix improvement are bound to spur margin structurally
HUL’s margin has improved over the past eight consecutive years. Margin, going
forward, is expected to further improve aided by premiumisation and cost-saving
initiatives such as zero-based budgeting, efficiency in ad spends, and changes in
route to market.

Globally, Unilever is targeting 200–300bps YoY improvement in overall margin led
by cost-saving initiatives; HUL is also likely to see some benefit of the same.
Acquisition of GSK’s portfolio will also aid in overall margin expansion.

Management has taken cognisance of the rising potential in the natural space and
termed it as a mega trend. The launch of the Ayush master brand in the mass
segment in categories such as toothpaste, facewash, shampoo, and conditioner is
likely to propel growth.

With a turn in macros, HUL will be the first to bounce back given the inherent
strength in its business

HUL increased penetration of dish wash bars in rural markets while focused on
upgrading urban consumers to liquids. Only 1 in 10 washes arise from premium
detergent providing significant scope for Premiumization

HUL has rationalized A&P spends in the last 2 quarters (growing slower than
volume growth).

Premium mix in detergent rises by ~100bps annually for HUL

HUL re-aligned strategy on water purifiers to premium devices (phasing out gravity
segment)

Modern trade, which now contributes ~15-17% of revenues, has seen high consumer
traffic.

The company is focusing on strengthening the core, leading market development

Against the backdrop of
moderate market growth,
HUL delivered a resilient
performance driven by
expansion of consumer
franchise, improvement in
portfolio mix and sustained
growth in margins

Margin, going forward, is
expected to further improve
aided by premiumisation and
cost-saving initiatives such
as zero-based budgeting,
efficiency in ad spends, and
changes in route to market
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and premiumisation, driving channel transformation and building brands with
purpose. This continues to serve the company well.

Thus, all the growth strategies are well in place for the company and it will bounce
back with even stronger growth once the macro demand environment improves.

Expects recovery from H2 FY 20 onwards
The company expects a recovery in consumer confidence and demand from the
second half of the year.

With respect to the merger: HUL has received approval from shareholders and
creditors for the proposed merger with GSK CH and that is on track, subject to NCLT
approval, for consummation before the end of 2019.

Rural growth rates remained at par with urban growth. Overall competitive intensity
has come down in the market. This also led to lower ad spends.

The focus is on expanding access packs and extending categories via innovation

With the union budget focused on village and poor people, the company continues
to remain optimistic about improvement in rural growth.

HUL’s ability to outgrow market and its pricing power is underpinned by distribution
expansion, deepening direct reach and product innovation initiatives

Besides, in the wake of the GST rollout, the shift from unorganized segment should
provide additional gains for HUL.

Merger with GSK Consumer will further strengthen its product portfolio and will be
EPS accretive.

Valuation

In FY 2020 we expect the company to register net sales and PAT of Rs 41150 crore
and Rs 6948 crore respectively. For FY 2021, we expect the company to register net
sales and PAT of Rs 45265 cror and Rs 7953 crore respectively. This gives an EPS of
Rs 32.2 for FY 20 and Rs 36.8 for FY 21. The scrip trades at Rs 1738. P/E on
FY 2021 projected EPS works out to 47.2 times

HUL’s ability to outgrow
market and its pricing power
is underpinned by
distribution expansion,
deepening direct reach and
product innovation
initiatives

HINDUSTAN UNILEVER: STANDALONE SEGMENT RESULTS

1906(03) 1806(03) VAR. % % TO TOTAL 1903(12) 1803(12) VAR. % % TO TOTAL
Segment Revenue

Home care 3465 3146 10 34 12876 11629 11 33

Beauty & Personal Products 4589 4407 4 45 17655 16464 7 47

Foods & Refreshments 1950 1785 9 19 7133 6487 10 18

Others 110 149 -26 1 560 624 -10 2

Total 10114 9487 7 100 38224 35204 9 100

Segment Results (PBIT)

Home care 699 594 18 29 2156 1702 27 27

Beauty & Personal Products 1358 1204 13 56 4727 4207 12 58

Foods & Refreshments 379 328 16 16 1230 988 24 4

Others 2 -2 -200 0 0 -12 -100 0

TOTAL PBIT 2438.00 2124 15 100 8113 6885 18 100
Figures Rs in crore. Source: Capitaline Corporate Database
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HINDUSTAN UNILIVER : STANDALONE RESULTS

1906(03) 1806(03) VAR. % 1903(12) 1803(12) VAR. %

Sales 10114 9487 7 38224 35218 9

OPM (%) 26.2% 23.7% 22.6% 20.7%

OP 2647 2251 18 8637 7276 19

Other Income 147 135 9 664 569 17

PBIDT 2794 2386 17 9301 7845 19

Interest (Income)/expenses 24 7 243 28 20 40

PBDT 2770 2379 16 9273 7825 19

Depreciation 214 127 69 524 478 10

PBT before EO 2556 2252 13 8749 7347 19

Exceptional Items 7 -59 LP -227 -62 -266

PBT after EO 2563 2193 17 8522 7285 17

Total Tax 808 664 22 2486 2048 21

PAT  from ordinary activities 1755 1529 15 6036 5237 15

EO (net of taxes) 0 0 0 0

Net profit 1755 1529 15 6036 5237 15

EPS * # # 28.3 24.3

*Annualised on equity Capital of Rs 216 crore, Face Value Rs 1 each. LP: Loss to Profit, PL: Profit to Loss.

Variance exceeding 999 restricted to 999. Figures Rs in crore. Source: Capitaline Corporate Database


