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® Hindustan Unilever: HUL reported slightly better revenue growth in a
challenging period. Domestic revenue/volume YoY growth was at 10%/flat
while FMCG market registered +2/-8%. HUL continued to enjoy share gain as
regional/small players faced inflation pressures. Home care was the outlier
with 24% growth while BPC and F&R clocked slow growth. Grammage
reduction impacted volume growth by 2-3%, while price hike continued to be
the sole driver. Demand outlook remains a concern, with volume decelerating
in both rural and urban India. RM inflation continued to impact gross margin,
which was down 301/206bps YoY/QoQ to 49.5% (HSIE 50.5%). EBITDA
growth was at 9.7% (HSIE 5%). With geopolitical issues aggravating
commodity inflation, we build in margin pressure for the near term. With
ongoing demand disruptions in mass segments and structural pressures from
new age brands in the premium space (as highlighted in our recent thematic),
we see limited surprise opportunities for HUL. We maintain our EPS
estimates for FY23/FY24. We give 45x P/E on Mar-24E EPS to derive a TP of
INR 2,000. Maintain REDUCE.

= UTI Asset Management Company: UTIAM reported a weak quarter despite
improvement in equity yields, given a sharp rise in staff costs and
administration expenses, resulting in a 15% miss on core operating profit.
Moderating yields and elevated staff costs continue to drag core profitability
(EBIT margin at 36%, a five-quarter low). While we draw comfort from
management commentary around a buoyant flows environment and a strong
growth outlook for the retirement solutions business, we remain wary of
continued pressure on yields and staff costs in the medium term. We reduce
our APAT estimates by 10-9 % over FY23E-24E to build in higher employee
costs. We expect UTIAM to deliver FY21-24E 7% revenue CAGR and 8%
operating profit CAGR, as a consequence of strong AUM growth and slight
cost rationalisation. Given its attractive valuation, we maintain BUY with a
revised TP of INR1050 (26.5x Sep-23E NOPLAT + Sep-22E cash and
investments).
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Hindustan Unilever

Home care saves the day; margin pressure continues

HUL reported slightly better revenue growth in a challenging period. Domestic

revenue/volume YoY growth was at 10%/flat while FMCG market registered

+2/-8%. HUL continued to enjoy share gain as regional/small players faced
inflation pressures. Home care was the outlier with 24% growth while BPC and

F&R clocked slow growth. Grammage reduction impacted volume growth by

2-3%, while price hike continued to be the sole driver. Demand outlook remains

a concern, with volume decelerating in both rural and urban India. RM

inflation continued to impact gross margin, which was down 301/206bps

YoY/QoQ to 49.5% (HSIE 50.5%). EBITDA growth was at 9.7% (HSIE 5%). With

geopolitical issues aggravating commodity inflation, we build in margin

pressure for the near term. With ongoing demand disruptions in mass segments
and structural pressures from new age brands in the premium space (as
highlighted in our recent thematic), we see limited surprise opportunities for

HUL. We maintain our EPS estimates for FY23/FY24. We give 45x P/E on Mar-

24E EPS to derive a TP of INR 2,000. Maintain REDUCE.

" Beat on volume: Revenue grew 11% YoY (35% in Q4FY21 and 10% in
Q3FY22), with home care/BPC/F&R growing 24/4/5% (11/2/11% three-year
CAGR). Domestic revenue grew 10% YoY, a beat on our estimates (HSIE 6%),
led by better-than-expected volume growth (flat YoY vs. -3% HSIE). Growth
in home care was broad-based with both fabric wash and household care

values growing in high double digits YoY. BPC growth, at 4%, was mainly led

by double-digit growth in skin cleansing, while the rest of the portfolio was
weak. F&R growth, at 5%, was led by food and ice cream. Growth outlook
remains weak in the near term, with rural pick-up being the key monitorable.
In-line EBITDA margin: Gross margin contracted by 301bps YoY (-117bps in
(Q4FY21 and -186bps in Q3FY22) due to high commodity inflation. Home care
EBIT margin contracted by 138bps YoY (+216bps in Q4FY21) to 19.8%. BPC
EBIT margin, at 26.2%, contracted 129bps YoY (+266bps in Q4FY21). F&R
margin expanded 290bps YoY to 19.3% due to cost synergies in the nutrition
business and ease in tea prices. Employee/A&P/other expenses grew by 4/-
9/7% YoY. EBITDA margin contracted 27bps YoY to 24.1% (146bps in Q4FY21;
99bps in Q3FY22). EBITDA grew 10% YoY (HSIE 5%).

Call takeaways: (1) HUL continued to gain volume and value market share

in more than 75% of its portfolio. (2) It generates >75% of its revenues from its

top 16 brands. (3) Indonesia consumes 1/3rd of palm oil it produces. Export
of palm oil ban will have short-term supply/pricing issues. (4) HUL’s

premium portfolio has grown 2x of non-premium portfolio. (5) Transition of
the nutrition business has been completed, with direct reach now being 2x

compared to pre-integration. (6) The company is launching bridge packs to
provide value to its customers while taking calibrated price hikes. (7) Near-

term margin will be under pressure.

Quarterly/annual financial summary

YEMar INRmn) Y%‘; . Y%‘; if;‘; . Y%; Q(oog FY21| FY22P FY23E FY24E
Net Sales 134620 121,320 110 130920 2.8 470280| 524,460 570,131 617,424
EBITDA 32,450 29,570 97 32,790  (1.0) 116260| 128570 136711 149,156
APAT 22,830 21,030 86 22920  (04) 81,793 89,200 95745 105,104
Diluted EPS (INR) 9.7 9.0 8.6 98  (04)  348) 380 408 447
P/E (x) 616 565 526  47.9
EV / EBITDA (x) 27| 386 363 331
RoCE (%) 261|170 178 189

Source: Company, HSIE Research
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REDUCE

CMP (as on 27 Apr 2022) INR 2,145

Target Price INR 2,000
NIFTY 17,038
KEY

CHANGES OLD NEW
Rating REDUCE REDUCE

Price Target INR 2,000  INR 2,000

FY23E FY24E
EPS %
OO() OO()
KEY STOCK DATA
Bloomberg code HUVR IN
No. of Shares (mn) 2,350

MCap (INR bn) / ($ mn) 5,040/67,729
6m avg traded value (INR mn) 4,185

52 Week high / low INR 2,859/1,902

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 65) (105) (9.9)

Relative (%) (5.7) (34) (26.0)

SHAREHOLDING PATTERN (%)

Dec-21 Mar-22

Promoters 61.90 61.90
FIs & Local MFs 10.85 11.61
FPIs 14.71 13.66
Public & Others 12.54 12.83
Pledged Shares 0.00 0.00
Source : BSE

Pledged shares as % of total shares
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Washout quarter - higher staff costs continue to haunt

UTIAM reported a weak quarter despite improvement in equity yields, given a
sharp rise in staff costs and administration expenses, resulting in a 15% miss on
core operating profit. Moderating yields and elevated staff costs continue to
drag core profitability (EBIT margin at 36%, a five-quarter low). While we draw
comfort from management commentary around a buoyant flows environment
and a strong growth outlook for the retirement solutions business, we remain
wary of continued pressure on yields and staff costs in the medium term. We
reduce our APAT estimates by 10-9 % over FY23E-24E to build in higher
employee costs. We expect UTIAM to deliver FY21-24E 7% revenue CAGR and
8% operating profit CAGR, as a consequence of strong AUM growth and slight
cost rationalisation. Given its attractive valuation, we maintain BUY with a
revised TP of INR1050 (26.5x Sep-23E NOPLAT + Sep-22E cash and
investments).

® Core performance disappoints: Revenue was in line with the estimate at
INR2.95bn (+4.6% QoQ), supported by better equity yields, which offset
lower-than-estimated growth in equity MF AUM. Revenue as a percentage of
MF QAAUM improved 2.5bps to 52.7bps despite a lower share of equity
(42.8%; -47bps QoQ) in the mix, largely on account of improvement in
international business yields. Staff costs, at INR1.15bn (+19% Qo0Q), came in
19% ahead of the estimate, and continue to dampen profitability - savings on
this front remain elusive in the medium term. Admin expenses came in 44%
higher than our estimates on account of higher trail fees in international
business and digital marketing initiatives, resulting in a double whammy,
pulling down core operating profit 15% sequentially to INR1bn and APAT to
INRO0.54bn (-58% QoQ, a 64% miss and the lowest in nine quarters).

B Staff costs outlook bleak: A higher provision on account of variable pay
(INR170mn for FY22) resulted in bloated staff costs. Management expects
‘fixed pay’ to reduce within staff costs, but we believe staff cost moderation
in the medium term would be an uphill task.

® Market share remains a concern: Market share dropped 23/13bps to 5.2/5%
in the hybrid and active equity category. Also, NPS AUM market share
further slipped 24bps QoQ to 27.4% due to lower allocation; however, we look
forward to the impact of BCG's appointment in driving market share
improvement from private corporate AUM.

Financial summary

(INR bn) FY%; FY%‘; if;‘; FY%; Q(oog FY21| FY22P FY23E FY24E
Revenue 295 236 252 282 46 81| 112 116 127
Operating profits 103 101 21 121 (154) 24| 45 44 53
OP Margin (%) 348 427 -787bps 431 -825bps 295 404 378 413
APAT 054 134 597 127 (575) 49| 53 49 55
EV/NOPLAT (x) 407 212 213 186
P/E (x) 21| 204 221 198
ROE (%) 165 160 140 147

Source: Company, HSIE Research
Change in estimates

FY23E FY24E

(INR bn) - -

Revised Old Change (%) Revised Old  Change (%)
Revenues 11.6 11.6 0.2 12.7 12.7 0.6
EBIT 4.5 52 -13.8 5.4 6.1 -11.8
EBIT margin (%) 38.7 45.0 -631bps 42.2 48.1 -591bps
NOPLAT 3.5 4.1 -14.1 3.9 4.5 -12.0
APAT 4.9 55 - 105 5.5 6.0 -8.8

Source: Company, HSIE Research
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BUY

CMP (as on 27Apr 2022)  INR 860

Target Price INR 1,050
NIFTY 17,038
KEY

CHANGES OLb NEW
Rating BUY BUY

Price Target INR 1,215 INR 1,050

FY22E FY23E
EPS %

-10.5% -8.8%
KEY STOCK DATA
Bloomberg code UTIAM IN
No. of Shares (mn) 127
MCap (INR bn) / ($ mn)  109/1,467

6m avg traded value (INR mn) 256

52 Week high / low INR 1,217/595

STOCK PERFORMANCE (%)
3M  6M 12M
Absolute (%)  (12.3) (18.1) 42.1

Relative (%) (11.5) (11.0) 26.0

SHAREHOLDING PATTERN (%)
Dec-21 Mar-22

Promoters 0.0 0.0
FIs & Local MFs 49.1 50.1
FPIs 55 6.5
Public & Others 45.5 43.5
Pledged Shares Nil Nil
Source : BSE

Sahej Mittal
sahej.mittal@hdfcsec.com
+91-22-6171-7325

Krishnan ASV
venkata.krishnan@hdfcsec.com
+91-22-6171-7314

Page | 3



L securities 2
HSIE Results Daily  hovo st WS

INSTITUTIOMAL RESEARCH

Rating Criteria

BUY: >+15% return potential

ADD:  +5% to +15% return potential
REDUCE: -10% to +5% return potential
SELL: > 10% Downside return potential

Disclosure:
Analyst Company Covered Qualification Any holding in the stock
Varun Lohchab Hindustan Unilever PGDM NO
Naveen Trivedi Hindustan Unilever MBA NO
Saras Singh Hindustan Unilever PGDM NO
Sahej Mittal UTI Asset Management Company ACA NO
Krishnan ASV UTI Asset Management Company PGDM NO

Page | 4



[} HDFC securities /1 ff
HSIE Results Daily s T (o e

INSTITUTIONAL RESEARCH

Disclosure:

Authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject
issuer(s) or securities. HSL hasno material adverse disciplinary history as on the date of publication of this report. We also certify that no part of our compensation
was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or his relative
or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding
the date of publication of the Research Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does not have any material conflict
of interest.

HDEC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must not be used as a singular basis of any
investment decision. The views herein are of a general nature and do not consider the risk appetite or the particular circumstances of an individual investor;
readers are requested to take professional advice before investing. Nothing in this document should be construed as investment advice. Each recipient of this
document should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in securities of the companies referred
to in this document (including merits and risks) and should consult their own advisors to determine merits and risks of such investment. The information and
opinions contained herein have been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such information
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All
such information and opinions are subject to change without notice. Descriptions of any company or companies or their securities mentioned herein are not
intended to be complete. HSL is not obliged to update this report for such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen
or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary
to law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to
the attention of the sender. This document may not be reproduced, distributed or published in whole or in part, directly or indirectly, for any purposes or in any
manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or
price, or the income derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively
assume currency risk. It should not be considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments. This report
should not be construed as an invitation or solicitation to do business with HSL. HSL may from time to time solicit from, or perform broking, or other services
for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of
the company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a
market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any
other potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments
made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates,
diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt
in the report, or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations
described in this report.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject
company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the
date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage
services or other advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation
of the research report. Accordingly, neither HSL nor Research Analysts have any material conflict of interest at the time of publication of this report. Compensation
of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other
reports that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of
the subject company. We have not received any compensation/benefits from the subject company or third party in connection with the Research Report.
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