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Emami: Promisin

Despite recent erosion in profits and high input costs, analysts give Emami a

growth

Fundamentals

thumbs up due to its strong volume growth across top brands.
- estimate

higher earnings visibility, coupled with amore than 25% second half of the fiscal vear due to the onset of winter. A higher 200810  2010-11 201112 2012413
correction in its stock price in the past six months, makes  contribution from winter creams is expected to drive its volumes Revenues (. o7) 103798 127777 152343 181308
Emami an attractive buy. The company repoﬂed a good inthe third quarter of 2011-12. EBITDA margins are also Ijkﬂly to EBITDA it or) 246,08 26612 206 58 368.01

volume growth of 12-15% for some of its top brands in the improve primarily because of the favourable base last year and Netprofitfioss (forl | 18372 22871 27054 | 22887

previous quarter, enabling it to post a revenue growth of 16% also because the input prices were fixed in advance. The com- Adusted EFS (7] 1183 1512 18.06 2183

compared with the corresponding quarter last year. However, pany has already stocked up on mentha oil till March 2012 to

the volume growth was lower than that in the first quarter of counter inflation. s, !

2011-12 as the onset of monsoon played - Relative valuation S et

spoilsport and reduced the demand for Analysts views Counter impact of falling rupee Ve 28 6 045

summer products such as talcum powder. Y The management has indicated that it is likely Dabur 2048 1204 125

However, the company’s flagship brands ¥ 1 to achieve cost efficiency by looking for Hindustan Uniiever 313 3033 185

Zandu Balm and Navratna witnessed a i Buy domesticsubstitutes, wherein it could source Godre] Consumer Products 2394 723 116

strong 25% and 20% surge in revenues, raw material locally instead of importing it. Emami 2686 B4 088

respectively. Though Fair & Handsome saw . Simultaneously, the company is focusing on

a lower growth at 14%, the company’s + premium products to boost its margins. While it -

international business clocked a healthy enjoys leadership in niche segments, such as Latest brokerage calls

30% growth in revenue. " cooling talc, men’s fairness cream and Recomm  Research Advica  Taxgelpsice
_ . headache balmss, the management seems to be B : —

Bottom line hit by falling rupee strengthening the premium category of its 9Nov Bl Capital Markets rs'{..% i 512

The company’s profitability suffered a strain [f personal and healthcare segment. e e 5

in the September quarter (despite price hikes i : e By 5

of around 8%) due to the weakening rupee Strong volume growth has Selection methodology SN -l

and the rising input costs. In this quarter, the led the analysts to We pick up the stock that has shown the

company incurred a forex loss of 266 million recommend a ‘buy’ for the maximum increase in consensus rating by Relative performance

due to the mark-to-market provisions tow- shares of Emami. analysts in the past one month. It is arrived at by T T A

ards US dollar-denominated loans of around
z2 billion. As aresult, the company’s net profit fell by 5.1% to
£506 million. Without this forex loss, the net profit would have
risen 10% over the corresponding quarter last year. The rise in
prices of mentha oil led to a 19% increase in the input costs,

" which further hurt its margins. As such, the EBITDA margins
during the quarter contracted by around 330 basis points to 18%.

averaging all analyst recommendations after at- =L i . 7.
tributing weightages to each of them-5 for strong buy, 4 for buy, X
3 for hold, 2 for sell and 1 for strong sell. An improvement in
consensus rating indicates that analysts are bullish on the stock.
To make sure that we pick only companies with a decent analyst
coverage, this search is restricted to stocks that have been
covered by at least 10 analysts. For similar analyst consensus -
rating changes during the past week, see the ETW 100 table

(page 27).
— Sanket Dhanorkar

23Nov 2011
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Winter boost to volumes and margins expected
Emami is expected to deliver a stronger set of numbers in the

Perfirmanice of shires of Envami compared with the Sensex. The
figures were narmalised at the beginning of the year.
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