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Gagan Ahluwalin:

Sunil Duggak

Dabur India Limited
Aprif 28, 2016

Thanks you. Good aflernoon Ladies and Geatlemen, On behalf of the Management of Dabur
India Limited 1 welcome you to the Confervace Call pertaining to the results for the quarier
and year-ended 31 March, 2016, We have here Mr. Sunit Dupgal - CEO, Mr. Lalit Malik -
Chief Financial Qfficer; My, Ashok Jain - Vice President (Finanee) & Company Scerclary and

Mr. Saibal Sengupla - Viee President-Finance

We will now stant with o brief overview of the company's performance by My, Duggal

followed by a Q&A session. 1 now hand over to Mr, Duggal. Thank you.

Thank you Gagan. Good afternoon Ladies and Gestlemen, Welcome to Dabur India Limited's

Conference Call pertaining 10 the resulis for the quarter-ended March 31%, 2016,

During the quarter Dabur's consalidated safes increased by 10.9% to 2157 crores with

EBITDA growing by 20.8% and profit after tax increasing by 16.6% to 332 crores. During the

fiscal, the company achieved sales of Re.8,436 crores and profit afler tax of R=. 1253 crores,

Fhe domestic FMOG business reported growth of 8.5% i Quarter 4 with volumes increasing
by 7%. The Home ond Personal Care segment posted a 10.3% growth led by pood
performance of the Oval Care, Home Care and Hair Ol categories. Supply of food beverages
from Nepal resumed in the first week of Febraary and consequently our Foods business prow

by 11.7% this quarter.

The Toothpaste portiolio was a Star performer with 20.3% growth, Red Toothpaste and
Meswak continue to prow in double-digit backed by good volumes. Herbal, Avurvedic
Toothpaste segment is gaining traction amongst consumers and the strong growth of our
portfolio is a manifestation of this trend as well as reflects the strength of our brands, As a
result, our market share in Toothpaste category went up by around 10 basis points in 2015-10

over last year,

Home Care porifolio grew by 19.3% with both Odonil and Qdomos posting double-digit
growlhs, Extensive use of Digital Media as o promotion tool has helped to oreate growth in this
category. Premium variants like Odonil Gel and One Touch have performed well and going
forward we will explore more formats in air care to continue building the consumer franchise,
In fact, Odonil has crossed the Re.200 crores mark this year reiterating 313 feadership position
in the calegory. Increased awareness of prevention from Dengue and various sampling

initiatives helped gamer good growth in Odomos.

The Hair Oils portfolio registered a growth of 8.2% led by the Amla franchise whichs prew by
around 10%. Anmol Hair (il posted strong volume led growths on the back of focused
investment and increase in penctration of the brand. Shampoo growth was subdued this quanter

as & competitive intensity in the category remained high, However, we are continuing to invest
)
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behind our brands and re-launched Vatika range as Valika Natrals Oil Balance posifolio, We
betieve that these indtimives would strenpthen the brand equity and inerense its appeat amongst
consumers. In addition, Dabur Aimond Shampoo has beew faunched during the year which is

being rolfed out across the coumry.

Skin Care category posted mted growth in Quarter 4 on account of high base effect in the
Bleach sepment us the catepory had posted over 20% growth in Quarter 4 of 2014-15. Gulabari
brand recorded double-digit growth driven by digital initiatives and portfolio extensions, The
continue 1o add more formals in three brands w this portfolio, Gulabari, Fem and Oxy Bleach
and drive the category through innovation and increased penctration into reladl as well we

salon channels. L.

Health Supplements category posted single-digit growth primarily due to some pressure in the
Honey category on account of disruptive compelition. However, we plan to counter this
through tasunch of & numyber of premium and value-added honey based products which an: et
to be launched next month onwards, An atfractive new squeezy beltle of Dabor Honey s
slready in the marked offering higher convenience and ease of use to the consumers, The
Glucose portfolio was extended with a launch of Aam Panna flavor with the sunimer scason

starting on strong, note.

The OTC and Ethicals portfolio registered growth of around 7% during the quarter with Lal
Tail crossing the 100 crores revenue mark, OTC products like Honitug, Janma Ghunti, Lad Tail
and Shilafit clocked double-digit growths on the back of increased doctor coverage as part of
the Medico Marketing initiztive “Projeet Lead”™. Honitus brand has also been extended with the
launch of a frvit flavered variont, The recent changes in the regulatory landscape in the cough
syrup segment will also benefit the brand. A number of new products are also planned in the

OTC segment next fiseal,

In the Dipestives catepory, Pudin Hara witnessed stronp double-digit growths driven by
continued investment behind the brand. A natoral antacid has been introduced under the Pudin
Hara brand in the medical detadling chanbel. Hajmolas Yoodley are the range of tasty ethnic

beverages which was Lest marketed last fiscal is being rolled out nationally this year,

The International business recorded growth of around 16% with Egypt, Bangladesh, Nepal,
and African markets performing well. Namaste's non-US business recorded strong double-digit
growth. Consisteal innovation and investment in the business has helped sustain growth

despite geopolitical disturbances and currency headwinds,

On the profitability side — gross margins for the consolidated business expanded by 133 basis

points resukting in an inerease of over 20% in operating profits during the quarter. Operating
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Abneesh Roy:

Sunil Duggal:

Abmeesh Roy:

Sunil Duggak:

Abacesh Roy:

Dabur India Limited
Aprif 28, 2016

margin stood at alb dme high touching 19.3% during the quarter and F8% for the year,
; # 3 # I b

Consequently, profil aflter tax increased by 16.6% during the guarter and 17.5% for the year,

200516 was a challenging year i terms of sustaining volumes, mainly on account of growing
demand scenario, tightening liguidity, heiphtencd competition, and currency volatility in some
of our overseas markels, We were even fiaced with an unpreeedented situation of losing luge
part of our due sales during the 3 Quarter on account of four months' long blockads of the

Indo-Nepa! border. However, the company was able o navigate the headwinds and sustain
| 3 :

profitable growth in its business despite all these challenges,

Going forward, the company would focus on innovation led growih and continue 1o Jeverage

Jts slrong brand equily and depth of ifs porilolio to capiure the opportunities. The Herbat and

Natural space in FMCG is paining {fraction with consumers converting from non-herbal 10
herbal products al an exponential pace. Given owr legacy in science based Ayurvedy, we are

well-poised 10 caplure the growth and leverage our products and brands strongly in this space.

With this [ now open the Q& A and invite your questions. Thank you,

My first question is, Gulabari and Lal Tait have joined the 100 crores club, so among the
products you bave launched in the Jast two-three years where do you see the potential for

renching this club in the coming years?
For other products reaching in this current year this milestone?
Yes,

Well, Odomos is pretty elose and there should be quite a few other products, Anmol Coconul
i) which is alresdy pretty mueh there. Odomos which is not far away and quite a few other
products which are in the +50 crores range which should hit the 100 crores mark i the next
one, two, or three years. So there is a fot of depth in the portfolio, The beadline products are
highly visible but there is a whole lot of stult. H you see a brand fike Honitus which can
becomae & 100 crores in a couple of years” time which peshaps is not as visible but are very

scalable,

Sir in Orat Care you ¢ontinue 10 oudgrow the overatl category growth and have gained the 100
bps market share, So is Patnjali's aggressive advertising on the herbal, is that reafly helping
you because you are established player already? Buot if you see now they are coming out with
premivm products whose pricing is even 120% premium to the existing toothpaste, so can that

potentially detail this very high growth which you have sustained?
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1 think these premium products come on the specialist domain and we really do not have any
products in that domain. Qurs is a broad spectrum toothpaste for everyday dental problems, so
Fdo not think that will impact us. And whether Patanjali's coming in has helped us or not, it is
hard to say. We wese growing of this pace earlier and we will continue 1o grow at this space.
So obviously there has been no attrition from our brand into Patenjali. Whatever market he bas
created for himsetfl is obvicusly from the mainstream players, ovr business continues 1o grow
and this is not true just for Oral Care but also Hair Oils and every other citegory other than

Honey in which we compete.

Sir, Shampoo Business you have been tacing pressure and now i you see Procter & Gamble is

de-focusing on quite a few categories in India. So in that context in your different segments in

you see your Oil Balance and Almond Shampoo helping you recover back 1o healthy growth?

Well, 1 think the competitive intensity i shampoo will definitely reduce with | would not say
the exit but with one of the lead players focasing & litde bit less here. So the pricing wars
which has erupted ot Rs.b sachet points particularly, also in the bottles should abute s bil. So
that would definitely help us wemendously, And the Herbal sepment again, 1 think like other
categories it would grow ahead of the mainstream, so that again should be a sounce of support
for us. So I hink outlook for shampoos going Torward, especially with repositioning it under
the Oil Balance effect proposition ss well as laonch of Almond Shampoo is something very

positive for us, So 1 am pretly optimistic about outlook for shampoos.

One segment which has dissppointed in the past few quarters - Skin Care. Skin Care, this
quarter 1 understand high base of 16% but I see last cight quarters most of the quarters it has
been law-single or mid-single digits, | understand one quarter, two quarters but cight quarters
only one quanter you have managed double-digit growth, so what is really happening there
hecause in most other segments you are doing well. So if let's say rurad slowdown 1 understand

that but then your ather sepments continue 1o do well.

Yes, it has underperformed for sure but there have been quarters where we have grown double-
digits. 1 think one year ago we grew double-digits and since then it has been either in mid-10
high-single-digit, so it has naf been as bad as it s made out 1© be. But within 1 think the whole
portfolio Gulabari has done extremely well, It has grown consistently and the new produoct
introduction with Gulabari, the Cold Cream and Moisturizers have all performed exceedingly
well, 1 think the Bleach sepment has been a litthe soft. 1t is more of a discretionary in nature
and with discretionary spends cooling off in urban and rural so there has been some impact on
the Bleach segment. So that is the reason 1 do not think there is anything structurad here, It was
alse aided by the fact that the winter was not very strong one so Skin Care in general was an

underperformer as a category. But we should get things back. 1 think Fem, Oxy, and Gulabari
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all pul together showld enable us to grow in double-digits if the demand eycle revives because
as you know Skin Care is the first viotim of a demand down cycle and perbaps benefits

strongly if there is an uptick.

And sir las! question, you are seeing a very pood recovery in volumes, of course your one-off
problems have also been resolved. So could you take us through rursl, urban, osline, and
modemn  trade, these Tour buckets how the things are because you are spending

disproportionntely on the online through your special website and then through tic-up with

Snepdeal, So i you could toke us thraugh how that is shaping up?

{ think we are using intemet more as a medium of dissemination of information abowt our

brands and not a8 s sales 100 5o the sales of our products online throuph market places, ete,

is comparatively low, it is just around 1% and T do not expect it to grow spectacularly piven
the nature of these products and bigh attended shipping cost given the fow value, But as a
medium to communicate with the consumer, particularly the young consumer, it is absolutely
essential now, It is gaining huge traction and will make up a significant part of our spends in
the very near future. So that is the answer to your internet issues. Modern trade bas dane
extremely weil. We have grown at arourd 20% and that has been & big support. The
underperformer reslly has been urban generat trade. Rural also has been reasonably good, the
volume growth has been around something about 69 to 7% or thercabout. Modern trade has
been more in the region of 15% to 20%. Internet is not consequentisl. So urban general trade is

really where the slack is and that is what has (0 revive,
So how much is urban peneral trade?

The growth there would be around 4% 10 5% in terms of volumes,

Prakash Kapadia of Anived Portfolio Management

Prakash Pakadia:

Sunil Dugpal:

Sir, given the normal monsaon forecast, 7" Pay Commission, what are the kind of rural growth

rites we are Jooking at in FY 17, should growth rate be slightly better than urban?

I believe so but | think we first have 1o see the monsoon and there is no goarantee that will be a
great monsoon or even a good one, we hope thal will be the case. Therefore, 1 think the st
Quarter is likely 10 be subdued. There would not any huge uptick in consumption, people
would be waiting and watching. The stimulus and the Pay Commissions still has not really got
into the bank accounts, carliest will happen will be 2™ Quarter. 1 do not expect anything great
to happen in the 1* Quarter. There will be significant consumption headwinds which will
enable fack of performance perhaps in terms of volume growth in the 1% Quarter. Going

forward, the scenario looks much brighter. i there is & pood monsoon and all the stimulus
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which we just spoke about, the 2™ Quarter onwards should be good, the 3 Quarter should be

great on the back of o fow base, ete., and thes 1 think the momentom would build up.

So for the year as a whole wo seem to be Tairly optimistic?

Yes, | think the volume growth certainly should be shead of Jast yvear. Now there is no
4 i )

puarantee that will happen bat we are see volume growth in high single-digits for the il year

and hopefully in the low double-digits perhaps in the second half of the year.

And sir on health supplements, can you throw some lght, in your epening remarks you

mentioned some of the newer value wdded products, so flavored honey, anything in

Chyawanprash, Ratnaprash? And thirdly -on glucose, what is the outlook given the harsh

summer?

Glucose is doing fine. 1 think we will have a much betler year than tast year which was not a
good one. The flavers should pick up a ot of momentam, the Asm Panna Bavor is doirg well,
it hax just been launched into the market. So § think glucose it should be a pood season so far
50 good and the rest of course would depend wpon bow the consumption space pans out 2%
Quarler onwards. Keep in mind one thing thit a5 we speak the consumption and the demand
sitvation is probably the worst we have seen for many years, it trended down from the 27
Quarter of 1ast year, sort of bottomed out in the 3 and has remained pretty much af that feved.
H was seriousty down in the 3" Quarter, the 1% Quarter was pretty good sctualiy and then it
trended down after the failed monsoons perhaps. So on the back of this kind of demand
situation, even growing the volumes at §% - 7% it is o challenge and therefore T am a lite hit
catious sbout the near-term outlook. But like | seid piven the macros looking better in the

sccond half and starting with the 2™ Quarter we should have a better year,
And sir on the value-added or newer products i vou can give us some insiphts?
y i 2

1 think there will be & lot of that beeause | think we need to premiumize our porifalio,
particularly the Ayurvedic portfolio nusch more than what we bave been doing. So far let's put
it this way, perhaps Jike honey we were preity much in o monopolistic space, Chywwanprash,
efe., and that no longer holds true. S0 we have o do some things differently, we just do not
wiht o cut prices hecause that is not the way we ook at business. So we want to get into more
vataed options, Squeezy botite is a classic example, a very high-priced product which offers
amazing value in terms of convenience 1o the consumer and there you will be seeing a lot more
in terms of honey offerings, spreads and honey with additives, spices, slightly more therapeutic
honey, flavored honey, etc. You will sce a tot of that in the next six months or so, starting next
month perhaps, And i Chyawanprash obviously we also need to do nore than what we have
heen doing, so the emphasis on Ratanprash will be much higher, flavored Chyawanprasts will

be much higher and we are exploring different formats in terms of milk additives in the
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Chyiwanprash type of formal. A lot of these things unfortunalely we cannot put under the
Chyawanprash name because the formats are so different regulators do not allow i, But even i
we cannol, given the fset that the herbal space is not fooking far more enticing than ever before

this may be a good time t introduce these products,

And sir on Oral Care wanted to get some of your thoughts, efficacy of Dabur Red was ahways
gond, so is if that acceptance of Dabur Red as a family toothpaste has helped us really do well

and gain marke! share?

Yes, 1 think that made entry by one person in the houschold consuming Red and the other anes

pretty much sticking 1o what they were doing earlier and we are finding now increasingly that

Red is a single brand in the-household, which means that it has gained momentum and taction

ageinst entire fumily members, youngsters ineluded and that is big win. I think that happens
onge people (ry it a fow tmes and we get over that taste issue which some people have. And
then they see the effect and they stick 1o it There is a Jot of stickiness here, there is lof of
lovalty. The brand is doing well, we do not see any great need lo fragment it and ofTer

specialized variants. 1t is supposed to 1ake care of all your common ailments.

And sir lastly on the intemational side, some outlook on the Middle Fast business given
whatever volatike ol prices we are witnessing, so what is happening on the ground in ferms of

consumption specifically in the Middte East?

There are two issucs here and both are in the form of headwinds — one is that in the far
currency markets siech as GCC you have a whole lot of cconomic issues now coming up with
regard {0 oil prices amd also political tssues with regard 1o 1815 and other such elements. And
then in other parts of MENA which is North Africa particutarly, Eevant, cle., we are faced with
the currency headwinds, sharp corrency depreciations which impact overal] profitability and
growih. 5o the MENA region will be a challenpe this year and | think if GCC revives which is
a key profit driver then we do not have much o worry abowt, we can handle the corrency part
comparatively casier. But 1 think Saudi Arabis holds the key, bow well that economy behaves,
how well the consumption in that economy pan out. At the moment it is s1ill depressed and that

is seen by the much slower growth in these markets as compared to last year,
Mid-single-digits?

Well, 1 would look at high single-digits maybe in the region of at Jeast 10% or so which is
again lower than what we used to do. We used to do 17%, 1 do not see those growth happening

at Jeast in the near-term. But we can hang oo to around 10% growth that is fine, that is pretty

pood by any yardstick,
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Adny Thakur of Anand Rathi

Ajay Thakur:

Sunil Duggal:

Ajay Thakur:

Sunil Doggal:

Ajay Thakur:

Sunil Puggal:

Patanjoli numbers are very hard (o get by, Nielsen docs not caplure them properly, ¢e.,

1 had two questions, ong is, 1 you were to ook ar the competition in the Halr Oi segaent and
Shampoos vis-d-vis the new entrant Patanjali, can you just pive some color on that because
there were some recent media articles which state that they have roughly sbout 350 erores

coming from these segments?

My suspicion is, and this is basically anccdotn] and not validated by the numbers becanse

i 1t
# lot of its source of business will be coming from therapeantic hair otls and vatue-added hair
oHls which are in the higher price brackets and perhaps not so much from Amla and other
brands, Beeause they do not sees to be impacted at alt by Patanjali, So keep in mind that the
Patanjali Kesh Kanti is actually mach higher priced than Amla Hair Oil, so therefore he is
more in tane witls the therapeutic hair ofl such as offercd by Pmami, cte. And | think that is
where his business ix coming from, it is very impressive that he ks done 350 ceores on hair oils
beeause the souree of the business can only be guessed at. Perhaps it will e visible when
companies share their resuits, 1 think one company's hoir ol numbers are looking a fitde soft,
so perhaps there s some atirition from there. But the other hair odf businesses numbers when
they come we will probably be able o drilt down into the source of their business. But it is

certainly not our hair of brands because they seem o be doing much befter than they were

doing carlier.

And sir secondly, it you were to look at the commodity price increases the supar price have
seen some kind of inflation, also vou have a price inflation in case of palm o, Given the

seenario what kind of price increase can we expect for FY 17 and outloak on the pross margin?

Price increases will be almost neghigible in the 1% Quarter, maybe even in the first haif. 1 think
second half will present opportunitics in terms of price increase. So we are not really budpeting
any significant price increase but 1 suspect thal 2% to 3% top-line growth on the back of price

increases is possible during the course of this year,

And generatly what would be our gross margin kind of scenario that we are huilding in right
now given the fact that we have scen some kind ol a soflening in the pross murgin expansion in

Q4 versus the carlier quarters,

Our endeavor really is, i you tnke the operating margin line, is to hang on to the current ratios.
1 do not think the possibility of increasing them exists unless you are willing 10 compromise
with your top-line. So since the pressure is still going to be on top-line af least i the earlier
part of this year I think it is betler {0 invest whatever gains you have i the gross margins back
into the brands snd not really look at the EBITDA line beyond what we have been currently

delivering because it is already at historical highs. But when the demand side comes back there
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would be oppartunity to expand the marging once again but that is in the realm possible only ry
we speak, maybe in the second hall of the year there would be somé scope o improve maning,
1 suspect we will be improvieg margins is the second half of the year, but typicaily in the 3%
Quarter when we had @ lot of one-time losses, ete. But the fisst hatf we will have to be veey

cautions, very conservative in terms of our pricing decisions.

Nillal Shab of Morgan Stanley

Nilai Shah:

Nillai Shah:

Sunit Duggak:

Nillai Shah:

Sunil Dugpal:

Niltai Shah:

Sunil Duggal:

Thank you. Sir, bave: you sliced your busine

business?

~Lanean Foods grew by around 12% and the priving component there would be around % orso

rolighly, we are just giving some broad numbers. So the volume growdhs are obviously little bit

ahead in Foods but not sipnificantly so. 17 what you are (rying to say is that Foods has propped
up volume growth significantly, the answer is no, There will be a small increment o our
volumes consequent to Foods, but not significant ameunt. Certainly not Hike say two years ago
when Foods was going ol 15% - 20% and obviously comtributing significantly more in terms of

volumes,

Actually quite the contrary, beeause i you had a full quarter for the Foods business vou could

have actually grown ahead of what you have actually delivered, rght?

Passibly, yes.

So in that context your comments for the {irst half of the year in terms of volume growil sound

a little cautious.

Well, yos maybe so but T think my cantion is moderated by the Taet that the Niclsen numbers
which show catepory growths are looking not very aggressive. So if you see the table
plateauing at current lovets or even dropping dows funther in terms of overall growth it is

better to be cautious amd conservative.

And in terms of input cost, just a favor of what is the caver that you have into the first half of

this fiscal?

We have not built any significant covers because we really do not know what direction many
of these commadities would move, So we are sitting on 1 think just our notmal consumpion,
three, four weeks ar enc month or thereabout so that switch is rormal. 1 do not think anybody
is taking his neck out in terms of protecting oil prices for example, T think it is a very volatife
seenario, every day the prices move up and down, So in this kind of situation we are not

commaodity experts, so better 1o not cover anything other than the strategic stuff which we do
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where any drought, efe., can wipe out a whole crop, so that is in the realiy of erbs, ote., where

we grew six months o one year, sometines even more of cover,

And finally on Hajmola, this is the seeond conseoutive quarter where you have called out 4 soll
growth because of compelifive inlensity, efe. You have launched Yoodley national launeh out

there.

That was this quarter, that was not last quarter, that also in the month of May we will be rolling

Yoodley full. Lost quarter there was really 5o movement of Yoodley, we did not taunch it

all,

~But-given that Jaunch now do you expeet double-digit growth again for fiseal 2017, -is that

what you are budgeting for the Hagimola franchise?

Well, we really put Yoodley more under the beverage portfolio and rot under the Hajmola
even thongh the brand is Hajmola, but then that is nomenclature issue. So | would not really
say that Yoodley will accelerate prowth of Haimola, Hajmola showdd stand on its own feet with
these two offerings, the Chooran and the Candy. And yes it is not casy place o work,
confectionary is a hard market and the confectionary segment has not been growing al any
significant pace. So 1 think the growth perhaps will be a little bit muted maybe in the mid-
single-digits and then we will have to find another driver of growth which we are fooking at in

terms of other offerings, eic., under the Hajmola franchise.

Sir first all coming o oral again, so congratidations on a very strong oral performance at this
level, My question is where beyond the consumer franchise where you may say 31 may be
growing, but have you sort of taken a cul in your own enalysis here that whether this is coming
from a lot of penctration gains or some channels. Beepuse like you said that wban general
trade is very soft and modern trade is growing at 20%, so have you taken a cul where this is
coming from a particelar channel where it is strong at or it is same across? Have vou done any
bit of analysis of how much is coming from penetration and Bow much it is coming from other

aspeels of consumer equity?

No, 1 think one is geographic expansion, it bas got o very strong franchise in the south and a lot
of growth over the last few years has come from south. There is still a lot of headroom to grow
in the south. Modern trade is now increasingly aceepling the red toothpaste space, we did not
sell much a couple of years ago but sow it has become integral to any planogram in modem
trade, 8o these are perhaps the two key drivers of growth and general trade has been, obviously
the growth there would still becsuse double-digits but perbaps not as much as modem trade

and geographical expansion. So that is something broadly where Red is and I think we now
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seck to reinfores its franchise in the markets in the nonth particularly where i is actually
comparatively week surprisingly enough. There is a huge amount of headroom to grow in the

north anee we get our o0t right there,

So in terms of south, you said thal geographicat expansion, could you take us through what
sort of expansion was Wbis and when #§ was starded and where we are shd how we are

expanding it further in the sowh?

Well, Andhra is very established, i1 is & very big markey, pevhaps it is the largest state in tesms

of consumption of Red {oothpaste. We are making very strong inroads in Tamil Nads, we stiil

have a lotof rooms fo grow in Kamataks where we have not done 1oo much so far, Orissa, Red

toothpaste is the number one wothpaste by the way, it is bigger than any of the competitive

brand, so that has been a big win. And also Fhink the other pants ol cast, West Bengal, ete., we
have been gelting very strong iraction, There is # lof of headroom to grow in the north and the
west, particularly in the north where | think the brand has actually undemperformed given the
strong Dabur equity which exists there we should be doing much betier, But then in established
red toothpowder market and there are huge pockets in UP and pans of Bibar where peophe
refuse o give away their Red tooth powder even in favor of Red toothpaste, but | think change

wilk happen over time.

And you see then this base, this penetration led gains can still contibue for a while, | mean

considering there is a lot of gap still,

1 mean we still have around 6.5% - 7% share and the headroom is huge. But having said that 1
think the borizon for expansion of Red Toothpaste or any other of herbal product has now
widened because first we all kind of had assumption that maybe the herbal franchise can
become 15%, 20% of toothpaste Lo pive an example, but now 1 think the windows have opened
wider, we are now thinking why cannot it hecome $0% of the Oral Care business beeause the

traction here is so strong in favor of these products.
So tooks like Patanjali is reatly helping you grow rather than. ..

In many ways yes, 1 think in arcas where they do not compete on price bt on similar value
propositions we are able to pretty much hold ovr own and in areas Hike Oral Care of hair care
whese there is so much headroom for growth. So 1 think the impact is really in the honey and
1o some extent maybe Chyswanprash, much less in Chyawanprash but honey where we are so
dominant that anybody who comes in and does well has to take share away from us, there is no
ather way, | am not saying thal all its business is come from us, no way, it is nol a zero sum
game, part of it has come from us, In Chyawanprash T believe that be will actually play the role
of accelerator in ferms of category growth beeause Chyawanprash franchise has remained very

static over the fast many-many years and it requires something which is disruptive in nature 1o
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grow the franchise much abead. S0 if you talk o people, most of the people who are
consuming Patanjali Chyawanprash sctually were non users of Chyswanpeash, o he has
recruited either the lapse wsers or non-user. And 1 think that is overall positive for us becanse

he is broadening the franchise.

Just one more on Oral Sunil, iU were (o construct were Patangali is strong and where it is noy,
Patanjal T wouldd pocss two-thirds revenue would come from, this is abviously néws flow

which floats around and we hear from them is that two-third of revenue comes rom still center

..and sort of porth and they are nol ved there as much as they would Fke to beinsouthandwest ...

and other parls of the marked, cast well,

They have pretty enfrenched in west, they sre et so in the sast and south but voih and west,

west is 8 very strong market for them.
Sir Maharashira is 1 guess,
Maharashtra, MP, Gujarat, all three are very strong markets.

So what I am worrying is that is there something that sines south is so strong for vou and they
are 1ot yel there, because il s a produd centric company with Dant Kants apparenily the
product feedback is very good, 50 are you not sort of preparing more product innovation in that
space or you are still happy, Like you said that Red is good as it is and we do not need 10
change any positioning or anyihing in produet side of it. Won't you like 1o reinvent it sgain and

apain like others do?

1 think keep couple of things in mind, one is that south still is kess than $0% of our national
business, so we stil have lot of headroom in terms of expansion of our business there,
Secondly, 1 think sppeal of Patanjali perbaps has been a Tittde bit less in non-Hindi speaking
areas, | think thut is intuitively correct because his television channels snd evangelism is more
concentried in the Hindi speaking arcas. So that is how it is likely to play out, T do not think in
the east, in the non-Hindi speaking part of East, Bengal, Orissa, Assam his appeal is likely to

be as much as it has been in the cow bett arey.

And sir on the premiunization joumey you sort of panned out for product, 1 would assume that
this would be centered more around food ke more herbal and these arcas, is il like joueney
that you think, envisage for whole product as well but 1 would see you talk sbout
premiumization onty in Honey and couple of other products, Buat is it like, so how do you see

that journey panning out?

I hink premiumization will be integral 10 our stratepy across different pontfolios which is not

to say that we will certainly make our base Chyawanprash very premium, we will rather do it
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in the form of varianls, this would remain at the center of the market and seek 1 gain
maximum traction thene, So the premiumization woudd be through varianting and through
other formats, 1 mean Honey Squecze is such example whese we stick the same honey into a
very superiorn dispensing instrument and premiumize i because of conveniencs of usage, if we
use honey through a squeeze pack you will probably never like to go back to the regular bottle,
So this is one example of prenumization, in Ratanprash and other and we seek to do i during
through this ronte rather than 1o just fake the pricing table up because 1 think that would
perhaps risk consumer stirition.

And just 1ast bil, you talked about basically having Ayurvedic legacy and claiming busck of i)

and huilding o9 it, 50 van you share some of the initistives we are doing there beeause as far as

T know and what 1 read aboud is Palanjali is making huge investments iy vertical space and

R&D nnd growing thelr own medicines and ncquiring lands 1o do so in Manipur and ol those
places. So they are making a big headway and ot least asserting that they are the ayurveds
champion. So in that sense having that legacy what sort of R&ED and sort of other investments
you make in this space 1o counter as a product centric snd R&D intensive company on

Avurveda?

See, we have been investing in the terms of cullivation and farm extension for the Tast 25
years, it is actually o veory big business, 1t is nof visible because evervihing what we make is
consumed internally. But a very substantial part of our herbal requirements are through our
own sources and no fonger through the mandi, eic. and then that will only accelerstie. We are
also putting up large CAPEXs which will happen next year in the northeast, efe., to take
advantage of the benefits really exist there. So there is a lot of investment which is going on
inte our domestic business, perhaps unprecedeniedly high levels of investment both in terms of
CAPEX as well as in OPEX like sdvertising, cle, And we believe that we are far more
cordident of doing that because now | think our conviction that the herbal franchise is really

the best place 1o be i is higher than ever before.

And very tast one, on tie Hair Oils, Hair Ol grew at 8.5% something Hke that and if) look a
Amla it did grew in double-digits and so has Anmol Coconut and strong Almond as well

which means the Vatika wag the one who is bringing it down to single-digits?

Yes, | think Vatika was fattish in ferms of growth, yes low single-digit, so that did bring
down, And Vatika 1 think the issue was really that the low prices of coconut oil meant that we
pot better profits but lower revenues. So that was a little bit of a drag but 1 think again we have
got plans in the anvil to pet Vatika back on track. But the perfumed hair oil sepment i
behaving very well and we are quite happy with the last two, three, four quarters of
performance in hair oil. This used (o be a drag if you remember & year or two before, but i is

no longer.
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My first question is on the overseas business, would be helplul i) you coudd shiare the growth
and margins how they behave for bath Namaste and Hobby during fiseal year FY 16, And what
is your prowth outlook there and also if you could let us know on how the revenue split for

Namaste is now looking like and how is the competitive scenario and any update on

tocaltzation of manuiacturing facilities there?

Tihink it was just n episodical thing. The overseas business is doing well and exceedingly well

if we take local currency. S0 the Numaste business grew around 12-0dd%, the Turkish

~business around close to 10%, So oversll 1 think 1 think it has been fine, the profit pressory still

remains because the overseas business is not profitable since the supply chain issues are still
being worked in terms of Jocalization. And the Turkish currency has behaved so badly that the
input cost have risen to very high levels, our gross margin squeeze has been very acute there.,
But 1 think the growth in terms of volume on ground is good which augers well Tor the fule
beeause when we will be able to rejip the whole value chain by Jocalizing the supply chain the
profits would come back. So i s s mix bag, it i s1ill not as pood as what our organic business
is, nowhere near that bt it has every possibility of becoming th given some level of currency

stability,
So you would expect the profitability to behave better in fiscal FY 17?2

Let's put it this way, let’s say Turkey, i the Turkish Lira does not deprecinie with the pace
which it did fast year which was 18% - 20% we do expect i to be fairly stable this year, but it
is anybody's guess how it will behave, The Turkish profitability would substantially enhance
because a lol of inpul cost in curos and we sell in the Tocal currency and the competitive
envirenment did not allow us to do any significant price inereases. So Hobby really is
dependent on the performance of the Turkish Lira. Ag far as Namaste is concerned, the Afiican
business almost certainly will improve beeause our localization component would be much
higher than what was last year. As far as the North American business is concerned, it is stilk a
little bit hazy in terms of what the margin profile would emerge, a ot depends on the sale
which we get because that is when the leverape will kick in. So we should stil] be petting
overall in the Namaste busisess whalever the currency moves are, much better profitability
than we did last year. But in Turkey like 1 said it will be contingent upon the behavior of the

local currency.

And the revenue split for Namaste in terms of North America is still 70% - 75% coming from

there?
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Yes, it is sround 70-0dd%, it has not changed signifieantly becanse while we are shipping s lot

maore tonngre into Africa, in terms of dollar realization it is not really poing up 1o that extent.

And my second question was on the OTC ethical portfolio which has delivered close to low
double-digit growth for the fidl year despite sipnificant investments that we have scen in
distribution over the past year of 5o, 30 do you think there is & case for upside 10 these growth
nmbers going forward is the backdrop of this whole Ayurveda herbal traction that you spoke

aboul?

Pretty much, | think we grew by around high single-digits in OTC and éthical, the capability is

to do much more. OTC and cibical was also impacted by unfavomble winter, L5 very winter

dendrie, so iy of thise prodocts, Honins for example dido™ prow a5 well by ey dught w

have grown in the winter season. So overall 1 think there §s nothing wrong which we are doing
in project lead and the overall management of the ethical portfolio, we just want 10 be patient.
And ggain the revival of interest in herbal remedies in OTC space augers very well for this
portfolin. So we are saving that of course we are continuing to invest significantly higher
amounts in terms of project lead, the whole Diret Outreach Program is goisg to be tolnlly
reinvigorated through our own people rather than outsource people, so we should be driving

very strong growths [ think in the current year.
And by strong you would mean close 1o mid-teens?

Fihink yes, low teens or low double-digits is really what T would piteh it at and there is every

possibitity of doing better than that if the winter is strong.

And just last ene housekeeping question, just on the juice portfolio what would have been the
impact front this pot operating in the month of January, what would the growth rates would

have been if not for...?

1 think you can take January as obviously not the greatest of month for sale but another couple
of percent growth we could have had, 1t was also around 10 crores o 12 crores profit impact
this quarter on account of...that is all in the international business, not in the domestic
business, on sccosnl of demurrage. I is a little bit on account of less than optimal network, we
were sourcing from 3Ps, cost, ete., ete. So in addition to 20-0dd ¢rores we lost in Q3 we lost

another 10 crores - 11 crores which obviously would not reoccur,
And this is sorl of other expenses for you?

Yes, it will be in other expenses. Not fully in other, parl will be material but mostly it is other

CXpenses,
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Sunil Duggal:

1 have two questions. First is, sir in the press relesse you bave mentioned tut we had set the
cousse Jor further growth and will continue to win and gain share across our businesses, now
Just wonted to undeestand, in spite of & high competition with Patanjali you believe that you

wiil gain markel share in your categories?

Let us put it this way that markel share is not the only way 10 grow, we can grow hosey

perbaps even better than what we did last time, even i we Tose market share if the category

expansion huppens. And I think this is actually very true for Chyawanprash more than cven

Honey becaose there & no point in gaining share when you are 70% - 80% of category which

s growing at 2%, 1 would rather lose some share siid have higher growthi on the biack of a -

much bigger pond, So I think where perhaps Patanali comes in some of the categories that he
has ability to grow the size of the market. And even if we take a share which is in o sense our
share is down but our overall business grows then | would much rather have it that way. See,
we higve been struggling with growing Chyawanprash over the last many years, we hove tried a
tot of things, | think we bave been moderately successful but we have not really got into that
exponential level of prowth which we desire, a part of it is of course are seasonal, winters are
weakening over the vears ete. Bui panly it perhsps requires some disruptive influence, some
evangelist or whalever o preach o the people who are not yet converted. So 1 think that is
where many of these categories will happen, the size of the herbal pie will grow, our share of
the herbal pie might reduce in some arcas but overall consumption if it increases then it is

certainly for the bettermeny of our business.

So Patanjali is increasing the size of the market for Chyawanprash bui is it sot increasing in

case of Honey?

Hard 1o say, 1 think it is but # is very hard to measure that because the data on honey is slmos!
not available at all. So why [ am not really trying to say that he is growing the category
beeause there has been some Joss in erms of business for us, so in honey perhaps be has taken
some business from us to starl with, But it is carly days and 1 think i he grows the category
and 1 think he will, just take a category like Ghee, sinple hundedly e has grown the catepory
by having people who were not consuming Ghee consuniing Ghee, § mean that is a big change,
So itis not that the Ghee catepory is tuking share away or il may be taking some share away
but the growth of other competitors in Ghee are coming down substantally, they probably are
not, there are news reports which say that Amul, ete,, doing pretty well. So what is happening,
the peaple who were not consuming ghee are now consummated, he is got a slice of the
market. Nobody else is suffering, the canvas becomes bigger, everybody can benefit from it, al

least all the players can benefit from it. So that is what we hope will happen in calepories like
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Chyawanprash and Honey and in the case of toolhpaste, ete., apain he will grow the size of the

herbal pie at the expense of the mainstream plavers and we can partake in that whole growih.

So you beliove that tl) date it is only Honey which you people have been got negatively

impacted, marginaliy by Patanjal and no other categories are negatively impacted 1l dae?

No, sl evidence suggest that the impact has been concentrated in Honey becaunse there is »

pricing differential there, So there is a reason for people who are perhaps not very affluent to

80 inta 4 product which has also pot endorsement and which s half our price, so 1 cm

Ankit Babely oo

Sunil Dugypal:

Ankit Babel:

Suml Dugpak:

Abbishek Banerice of UBS

Abhishek Banerjee:

Sunit Duggal:

Abhishick Banerjee:

Sunil Duggat:

Abhishek Bancrjee!

Sunil Duggal:

understand that lopic.

And secondiy sir, for the company as o “whole you have-delivered around 18% operating -~

margins last year, 1 mean In FYBO, now can you at least maintain this in FY 17?2
1 am prefty sure we can.
That is possible, right?

Yes. | do not think there is much scope for increasing them but maintaining them that is whai
our internal targets are and 1 am pretty confident that barring something which is totally

unforeseen we will,

Yes, my first question would be the advertisement by sales has come down pretty drastically in

this gquarter,

Not drastically.

1t has come down a Hitle it

But it is not that we have taken the plug off our advertising spends, there bas been. ..
Yes, hall a percent,

1 think 46 bps decrense which is not much and perhaps the medin spreads which are captured
under the ratio have come down s Hitle bit but more than compensated by higher level of
consumer promotions, So overall advertising has not come down and will not come down next
year that is for sure. So whatever improvement of profitability or maintenance of profitability

which I spoke about will not come by reducing advertisement spends.
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So sir el me get this right, 50 the reduction in the ad speoad line has gone dowss 1o your other

expenditure fine, it has pone BTL.

A part of it has, overall there would be some shrinkage in the ad ratio on a YOY basis bat #t
&

will be at best 0.5%
And annual basis actually there is an increase.

So doss't read too mmi: into the A&P -,pmds of last Lgu.mu I think we wﬂi b(: spendlm, Imgu

sum of nmmg next vulr lmmm 1 hink \\uh the demand L)’C!b th!y lu revise we would hn s

more aggressive in our new product launches. Also the premiumization agends which 1 spoke

-almnt will {Eunand alom ni money: im o advmlwnem spemh wn]l pmhahly RrOW uhmd 01‘ :

our tn;) Aine, so there will be some dclu cmyc on that line whach I believe we can compensate

by leverage in the other SGRA expenses, ot to deliver double-digit EBITRA growth at least

in sync with our top-line.
Just one more, sir what about food margins, why have they Tallen?

1 has come up very sharply in the last bwo quarters, but adot of it is duc 10 the Nepal problem.
Structurally 1 do not think, correct me i1 am right, 1 do not think there is anything wrong with
the food margin, other than that fwo quarters or growth because of that one-time expenditure,
1 you were to have the food margin visible if you see in segment report they would be wopped
by 1 think 300 - 400 bps compared to what we were doing eardier, but do not take that ali that

seriously and a lot of it is due to the Nepal issue, almost all of it is due to the Nepal issue.

Sir, a question regarding this, so you say you had found some new sources, you were sourcing

from Sri Lanka an all, 50 is that causing the gross marging to reduce sourcing from Sri Lanks?

Yes, we pet certain leveld of sourcing from S Lanka for which we build the plant for which
was basically feeding into South India where the margin delivery is around the same as Nepal,
But the moment you shift from Sei Lanka into the north then the marging come up because of
the freight cost and becanse Nepal was shut down we shipped a ot of product from Sri Lanka

into the north which obviously impacted our gross marging and the operating margins.

And just one {inal thing, sir you mentioned something sbout Pudin Hars, some lnaneh, 1 did

not cateh that, could you please repeat that?
It is on antacid which has been done through the medico marketing, it is under Project Lead, It

is u very interesting herbal antacid, a first of #s (ype which if it evokes pood response during

the medico marketing program we will take it over the counter. | think it is a great product, it is
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a first kind of remedy which is available in India which is non-chemical in ferms of acidity,

reliel and other such elements. So very promising product.

And just last one, T also missed the decimal point of the toothpaste growih rate, that would b

around 20% right?

In the region yes,

Toothpaste, yes it is around 20%, _

So thig is volume, right?

TN vabue, volume coufd be Bide bit tower then the,

Erashant Kutty of Emkav Global

Prashant Kutty:

Sunil Duggal:

Prashant Katty:

Sunil Duggal:

Str, firsty if you look at, you highlighted in your comment that you are jooking at the
consumplion cycle being probably at i slowest poing, that one belng the factor. And il we
Jook at it the base for the volume growdh in the last quarter Jast yesr was about 8% and you
have still have mannged to po above 7% growth rale number, and this is despite the fuct that
vou had about one, one and half months of Foods not being there. Obviously if we look shead
we have got o favorable base in terms of volumes coming up in the next couple of guariers as

weil,

We don’t unfortunately, Ist Quarier base s as high as the founh quarter. 1 think we grew
volume that 8% 10 9% last year, 8.0% in the 15t Quarier, so there will be a headwind in terms

of the high base of last year.

That will be for Q1 but if'{ po ahead 1owards Q2 and Q3 1 obviousiy have a much favorable
base. So what | am referring o you is that obviously in such an heightened competitive
intensity period and also because the overall market sentiments have been weak we stll
manage (o about 7% to 8% kind of volume growth number, Obviously with things likely 1o
improve over here can't we be anticipating at a double-digit kind of o volume growth number,

or if you could just give your thouglits Tor the same?

No, I did mention earlicr on this discussion that a double-digit volume growth is possible in the
second half of the year given favorable macros, monsoon, ele., ete. 1 do not see that bappening
in the first hatf because the base in the 1st Quanter in particudar is high, even the 2nd Quarter is
not atl that low. OF course it tapers down very sharply in the third because of the reasons we
know. So double-digit it is possible in the second half, 1 do not think it i$ really in the realm of

the possibility in the first. Bat if we can hang on Lo this 5% to 7% growth so | would be
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reasonably happy. Anvthing about FO% 1o 12% we come to s blended growth in the high
sinpie-digits which is not a bad way in the context of what we did in 2005-16. And of course
the profit growdhs would be steong, the marging would eontinug 10 remains strong. So we will
be able 1o hang on to those marging snd i you grow volumes in the high single-digits, not a

bad performance at ali.

Secondly, as far as the gross margin part is concerned, obviously i you look at it sequentially

we woudd have seen a bit of a decline on the gross margin front, now you have highlighted one

No, do not look at margins sequentially, never do that, they will give you completely wrong

the Jowest beeause of Nepal, ele. But then tke 1 said do not read too much into it Our margin
profile is typically highest in the winters and lowest in the summers, Q3 s the highest, so you

should see it YoV,

t pet that point, but if | have to probably laok at it going forward, apmt from these issues being
resolved are there any other raw malerial something which probably behaving firmly which
would make ug believe that the gross margin expansion may not be there, maybe gross may pot

be sustaining in this level?

No, on o YoY basis like | mentioned we do not see much scope for GM expansion, because
there are pockets of inflation, there are pockets of deflation and 1 think they kind of net
themselves out. So we shoudd be able to hang on o the margins which we generated last year,
with the exception of Q3 where the margins shoutd be higher on sccount of lack of those one
time losses. So therefore the whole pame is that how much volume growths do we get. If we
pet say 8% volume growth, just to give a number, and we get 2% to 3% pricing headroom we
get 10% 1o 1% growth and if we are able 10 hang on Lo the EBITDA ratios or the operating
margin ratios which we just saw last year, perhaps we should do g littde bit better in Q3. Then
that is one scenario which is not a bad one. But like 1 said it is very carly days, there is a whole
lot of moving paris here, a lot depends upon macros, rural stimuli, OROP, monsoon most
importantly, 1 would not like to stick my neck out and ereate any Brm outlook for the yeor,

What we hope and expect will bappen at the keast could be better or coudd be worse.

And just to clarify one point over hare, you said the rural growth was about 67% volume

growth whereas the G urban was just about 4% - 5%,
Yes, broadly, these are not very hard numbers,

No, the reason as to why 1 asked specifically that is beeause we were earlier talking about

urban should be actually leading the recovery but however that has not been the case for the
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last fow quasters, 1s it that we are actually trying o expand our raral base sow or we are
probably focusing a lot on the rural given the faet that there has been a bit of raral stimuli

which has been happoning?

1 think rerad actually bebaves a lite bit better than what is actually normally suspected, getting
6% - 7% growth in rural is not adl that bad because the rural distress has been very high, But

think it is really nothing but the faet that rural growth has tapered down very sharply from

F2%, 13%, 14% down 10 7% or 6%, there is a big drop, whercas they did not drop as

the game [ think many accounty are showing 20%-0dd growth, there séenis to be a little bit

shift away from GT 1o MT once again bappening which had sfowed down in the last fow vears,

- But perhaps MP i reviving now, ighin the numbers seen 1o integrate, if you see some of the

numbers of some of the big chaing they all are showing (+20%) prowth. So it is obviously
: .‘ E )

coming at expense of GT.

And tastly in terms of goods growth, now obviously you have scen some competitive intensity
shaping up over there as well with Patanjai actually entering in to that space, while # is still
carly days for Patanjali in the beverage space over there, how do we anticipate our growth over
there going forward? 1 mean can we expect the high double-dipit kind of growth rates o

sustain in thet particalar segment?

Fomay be wrong here but | do not think Patanjali would be a significant player in the juices

segrient,
As 1 said it is a very small player, it has just started actoally.

Because the fact of supply chain issues and shelf life issues, # is a very had business lo
manage. So I hink the competition if you ask me would remain between Pepsi and us because
this will be the two headline players and there would not be oo much clse which would
happen. 1 could be wrong here but that is what the current outlook looks like, it wilt be pretty
much the way i was, a little bit more intensity because of ITC and Patanjali and few others but

it will fargely be a two horse race.
And typically in terms of growth?

A ot deperads wpon semmers but | ihink we could look at prowth in the mid-teens here, muybe
12% to 15% is what is the realm of aboul what is possible. B could be higher too hat you
cannot say. Having said that, our Q3 should be a preat one, so we should have sales of 209 -
25% in juices, that might just [ift the table up. But if you were to exclude that 1 think going by

curend {rends 12% odd growth is achievable and then a bump up because of low basc of Q3.
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Sir 1 have three questions precisely, firt being that looking af the way the growth has been for
first of all Kesh King which is sow with Emami and now Kesh Kanti which is of Patanjali,
Dabur is having a brand called Keratex which s priced around same and 1 do not think the
formulation is also very different. So do you have any plans to reposition the brand, do some
advertising, so what are your plans aboul Kératex?

Keratex is still Jargely operting on the medico marketing front and it is

through doclors, becaise at this point in time quite frankly we do not bave the resouices to

invest the kind of money which our competitors are doing in Keratex, We have to prioritize

nd have gof many other priorities, 50 1 would rather incubate # and make it grow during the 700 T

medico marketing space and then take it over the counter with big ticket investments at a point
in the future. But 1 also think 1 would like (0 see how the therapeutic ol space is playing out,
whether it is going to grow as i has been in the past or whether it is going to kind of taper
down, We need 1o understand this category a little bit better, bow much money people are
willing to pay for therapeatic bair oils, what is the recrpitment and attrition issues which are

very Hve in this space before throwing down s serious money behind this brand.

Sir my second question s in the Shampoo category where we had launched your Almond
Shampoo, 0 how is the product panning o, are we still selling it only in the large packs or

we are going 1o bave say sachets or even say 100 mi or smaller packs?

At the moment the Tocus is on modem trade, it is almost entirely modern trade, we are again
trying to buitd it Oirough moded trade before taking it aggressively in GT. And we do have o
Rs.2 sachet which we are not at the moment promoting, we are really promating the large pack
because we believe that the sachets were in terms of trial, cle. We believe we have a preat
product, we need to grow the product an the back of consumption and it will gencrate a base of
layal users, then we can really take it bip time through the mass markel. Also we are Urying 1o
see how the shampoo category is evolving post some of the recent events and then decide our
future strategy. But we believe we have s greal product with o very strong proposition which

has the potential to grow very large.
And sir do we have bottle of say 100 mi or so?
We have 100 mi, we have 100 mi, 200 mi and the bigper pack.

Sir my final question is on the Namaste, sir can you (el us how were the marging in FY'16 for

this unif and what is the outlook for Y 17 for Namaste on the whole?
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Very braadly the marging which we generated in 2006 were around mid-single-digits, we plan

1o lake it to the high single-digits in FY' 17,

And sir where do you stand on your tarpet of achieving double-digit margin in Nanaste, so are

vou looking at say FY 18 then 1 go to double-digits, any clarity in that?

Let*s put it this way, it is a1 the moment a $90 million business, we plan 10 ake it (o close to

$I00 million this year, we get into good double-digit growth at $110 million, it is really a top-

e issue because there is & bunch of costs which you have to carry, The margin profile is

attractive, you pet $110 milion you get good niargins, you get $220 million you get probably

better margins thon what the rest of the businesses do. So we just have o be patient, build up

* scale, build up localization in tenns of the African supply chain, the margins will come, You

fry 10 do too much 100 fast, try to prop up margins through price increases or whatever else for

culting cost, # could actually damage the business in the long-term.

Premal Kamdar of Religare Capital Market

Prenmml Kamdar:

Sunil Duggal:

Premal Kamdar:

Sunil Duggal:

Actually wanted 1o understand is there any significant overap in the suppliers for our products
versus that Tor the Pataniali products, other sources of raw material which are being supphied to

for our praducts are we seeing or ane there supphies that are exclusively for Dabur?

Well, in honcy there is an overlap, the same supplier giving W both the businesses. We have 3
much broader sourcing because we source from the cast and ligtle bit from south, Bihar, cic.,
but the core collecting is from the north Punjab, Rajasthan, Haryana where both Patanjali and
Pabur pickup most of the product. In teras of other bouses, there is not too much overlap. In
Amla there 15 enough supply in various pasts of the country, apain we are very spread oul, we
buy a lot of Amla from Rajasthan, 1 think he buys it more from MP, ete. So there is some
overlap but 1 think (o answer the question, there bug bees no hardening in terms of prices

consequent to the arrival of Patanjai.

And just another thing on the demand front, you mentioned that in second half everything
comes up good on back on hehall of rural demand coming inte play again because of good
mansoons, generally historically how much has been the Iag, | onderstand monsoon is
obviously one variable in the rural demand to come back, how mueh there is o lng between

rural monsoon coming out good snd demand picking up in the rural space?

1 expeet that fag wiil be very short this time because if you see rural consumption it has stif
remained reasonably robust, 1 mean it has fallen off but then struggle is expecled, but even a
6%, 7%, 8% kind of mural growth is not te be sneezed sl So it shows that all the underlying
triggers are there and 1f you bave some exira income coming in it is reatly a question of the

disposable household income and if it comes in through a good monseen or through whatever
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ehse, the Jan Dhan Yojna, ete,, it could really aceclerate growth vesy quickly, the lag maybe

very short.

Thank you everyone for your participation into this con-call, A webenst of the con-calt and
trangcript is posted on the website for your reference. Any queries or feedback, you muy

contact us. Fhank you and have a nice evening ahead.
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