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Estimate change 1 CMP: INR401 TP: INR391 (-3%) Neutral
TP change I . . o a

In-line sales; margin expansion beats estimates
Rating change -

m Jyothy Laboratories (JYL) reported an in-line sales with margin expansion
Bloomberg JYLIN exceeding our expectations in 2QFY24. It gained market share across its
Equity Shares (m) 367 portfolio with volume growth of 9% and a value growth 2%. JYL reported
M.Cap.(INRb)/(USDb) 147-4// 18 an EBITDA margin of 18.5% (est. 16.9%), led by moderation in input costs.
52-Week Range (INR) 412 /180 . . . .
1,6, 12 Rel. Per (%) 13/95/100 GP margin experienced significant growth on both YoY and QoQ basis,
12M Avg Val (INR M) 271 reaching 49.2% (est. 47.5%).

m The likelihood of 17% EBITDA margin for further quarters appears to be
Financials & Valuations (INR b) difficult as the company's guidance for FY24 ranges from 16% to 17%.
Y/E March 2023 2024E 2025E While the company achieved a margin of 17.8% in 1HFY24, there's a
Net Sales 249 286 322 potential for margin contraction in the remaining quarters due to
Sales Gr. (%) 132 150 126 o _
EBITDA 32 48 55 volatility in RM prices.

EBITDA Margins (%)  12.7 168 17.1 m We upgrade FY24E/FY25E EPS by 9.3%/8.6% to factor in the benefits of

Adj PAT 23 36 4l lower RM costs, expansions in new geography and market share gain,

Adj.EPS (INR) 63 9.7 112 ) . o .
EPS Gr. (%) 462 527 156 which will support growth and profitability. However, we reiterate our
BV/Sh (INR) 422 469 515 Neutral rating with a revised TP of INR391 as JYL’s product portfolio is in
Ratios highly penetrated categories, limiting future volume growth to single
RoE (%) 15.6 217 227 digits. Marei ion b d17% trained b a f
RoCE (%) 157 221 232 igits. Margin expansion beyon 6 is constrained by a focus on mass
Payout (%) 573 50.0 584 and rural segments. Despite short-term gains in FY24E, the long-term
Valuation growth outlook remains lackluster.
P/E (x) 63.4 415 359
P/BV (x) 95 86 7.8 Bettergross margin leads to 16-quarter high EBITDA margin of 18.5%
Ey/EngDA 458 300 257 m JYl's standalone net sales grew 11.1% YoY to INR7,323m (est.
Div. Yield (%) 0.7 1.0 1.3 INR7,383m).

] B EBITDA grew 68.3% YoY to INR1,354m (est. of INR1,248m).
Shareholding pattern (%)
As On Sep23 Jun23 sep22 ™ PBTgrew95.0% YoY to INR1,351m (est. INR1,121m).
Promoter 62.9 62.9 62.9 B Adj. PAT grew 78.2% YoY to INR1,040m (est. INR898m).
DIl 14.1 15.4 17.5 B Gross margin expanded ~900bp YoY to 49.2%. EBITDA margin expanded
Fil 14.6 14.0 12.8 ~630bp YoY to 18.5%.
Others 8.4 7.8 6.8

Consolidated segmental performance

m Fabric Care/Dishwashing/ Household Insecticides/Personal Care grew
18.1%/10.6%/10.1%/21.1% YoY to
INR3,169m/INR2,507m/INR550m/INR896m in 2QFY24.

B Margins in the Fabric Care/Dishwashing/Personal Care segment/
Household Insecticides expanded 1100bp/540bp/90bp/60bp YoY to
26.1%/20.9%/10.9%/1.6%.

FIl Includes depository receipts

Highlights from the management commentary

®  During the quarter, the company witnessed a growth of 11% YoY,
encompassing a 9% YoY increase in volume and a 2% YoY rise in value.

B The portfolio has experienced an expansion in market share.

B The management anticipates a double-digit sales growth trajectory,
driven primarily by volume, for FY24.
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B The company has achieved a direct outreach to 1.1m outlets, contributing to a
combined total of 2.8m outlets, which are on an upward trajectory.

m There's heightened competition from local regional players, adding to the
existing competitive landscape. The current scenario reflects increased intensity
in the market.

Valuation and view

m  We upgrade FY24E/FY25E EPS by 9.3%/8.6% to factor in the benefits of lower
RM costs, expansions in new geography and market share, which will support
growth and profitability.

m  We reiterate our Neutral rating with a revised TP of INR391 (25xFY25E target
EV/ EBITDA) as JYL’s product portfolio is in highly penetrated categories, limiting
future volume growth to single digits. Margin expansion beyond 17% is
constrained by a focus on mass and rural segments. Despite short-term gains in
FY24E, the long-term growth outlook remains lackluster.

Consolidated Quarterly Performance (INRm)
Y/E March FY23 FY24 FY24 Var.
1Q 2Q 3Q 4Q 1Q 2Q 3QE 4QE FY23 FY24E 2QE (%)
Net Sales 5,972 6,592 6,127 6,170 6,871 7,323 6,923 7,471 24,860 28,588 7,383 -0.8
YoY change (%) 14.4 14.0 15.9 13.0 15.1 11.1 13.0 21.1 13.2 15.0 12.0
Gross Profit 2,380 2,670 2,640 2,821 3,289 3,604 3,199 3,363 10,511 13,454 3,507 2.8
Margins (%) 39.9 40.5 43.1 45.7 47.9 49.2 46.2 45.0 42.3 47.1 475 3.6
EBITDA 599 804 844 913 1,174 1,354 1,115 1,150 3,159 4,792 1,248 8.5
EBITDA growth % -7.9 19.9 394 59.4 96.2 68.3 32.1 26.0 26.4 51.7 55.2
Margins (%) 10.0 12.2 13.8 14.8 17.1 18.5 16.1 15.4 12.7 16.8 16.9
Depreciation 130 130 122 119 120 123 139 145 501 526 176
Interest 33 35 32 31 11 12 28 34 131 85 39
Other Income 44 53 153 57 79 132 114 109 395 435 88
PBT 479 693 842 819 1,123 1,351 1,062 1,079 2,922 4,616 1,121 20.5
Tax 90 109 169 227 250 311 246 253 595 1,062 223
Rate (%) 18.8 15.8 20.0 27.7 22.3 23.0 23.2 23.5 19.9 23.0 19.9
Adjusted PAT 389 584 674 593 873 1,040 816 826 2,327 3,554 898 15.8
YoY change (%) -2.9 38.5 90.4 78.0 124.1 78.2 21.0 39.4 54.2 52.7 53.9

E: MOFSL Estimates

Key Performance Indicators

Y/E March FY23 FY24
1Q 2Q 3Q 4Q 1Q 2Q
2Y average growth %
Sales 18.1 14.9 14.3 12.5 14.7 12.5
EBITDA -12.4 -2.3 7.6 20.7 44.1 44.1
PAT -11.7 4.0 29.1 22.0 60.6 58.4
% sales
COGS 60.1 59.5 56.9 54.3 52.1 50.8
Other expenditure 29.8 28.3 29.3 30.9 30.8 30.7
Depreciation 2.2 2.0 2.0 1.9 1.7 1.7
YoY change %
COGS 21.0 12.5 11.9 4.8 -0.3 -5.2
Other expenditure 11.4 14.8 149 12.9 18.7 20.6
Other income -8.9 1.9 259.1 2.7 80.0 147.8
EBIT 5.4 44.9 82.6 122.0 125.2 82.6

E: MOFSL Estimates
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Highlights from the management commentary

Performance and outlook

The product portfolio has consistently shown growth across various channels.
The input prices that were previously fluctuating have now stabilized.

Despite this positive trend, there's a noticeable rise in the competitive pressure
as companies strive to boost their volumes and maintain their growth rates.
During the quarter, the company witnessed a YoY growth of 11%, encompassing
a 9% YoY increase in volume and a 2% YoY rise in value.

The company has achieved a direct outreach to 1.1m outlets, contributing to a
combined total of 2.8m outlets, which are on an upward trajectory.

The portfolio has experienced an expansion in market share.

The liquid portfolio is expected to perform exceptionally well, particularly in
urban cities, metros, and through channels such as Modern Trade and e-
commerce.

The management anticipates a double-digit sales growth trajectory, driven
primarily by volume, for FY24.

Costs and margins

The expenditure on A&P has increased 36% this quarter. The company is
directing its efforts toward product innovation and expanding its reach to new
geographical markets.

The company aims to sustain its historical EBITDA margin, ranging between 16%
and 17% for FY24.

Segmental details
Fabric Care

In 2QFY24, Fabric Care sales surged 10.6% compared to 2QFY23 with sales
improvements observed across all brands in the segment.

B The company’s emphasis lies on providing value in the Detergent category while
also concentrating on the premium portfolio of Liquid Detergent.

B The company remains committed to expanding its distribution efforts, aiming to
enhance its footprint in the mass category of the detergent powder segment,
including brands such as Mr. White and Moonlight.

Dishwashing

B In 2QFY24, Dishwashing sales witnessed a 10% YoY increase, propelled by the
robust performance of the two-brand portfolio, Exo and Pril. Both brands have
successfully attracted new consumers through Loyalty and User Purchase
programs.

m  The company is directing attention to consumers in search of larger packs in the
dishwash liquid category, thereby reinforcing overall brand equity and capturing
a larger market share.

B Exo gel is currently exclusive to Kerala, undergoing market testing with valuable
learnings.

B The expansion plans for both Exo and Pril include diversifying distribution and

introducing various package sizes. Both brands are experiencing double-digit
growth.
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Household Insecticides

In 2QFY24, sales of Household Insecticides recorded a 3.4% increase,
showcasing a steady recovery for the company after a challenging previous year.
The Liquid Vaporizer portfolio has demonstrated positive growth, driven by
sustained efforts in distribution and consumer engagement activities.

The business is yet to achieve EBIT profits, with the portfolio contributing only
6%-7% to the top line. However, the coils business has faced challenges,
prompting a shift towards the liquid segment.

Personal Care

B In 2QFY24, Personal Care Sales surged 22.3% compared to the corresponding
period last year.

B The Neem-based Margo soap portfolio remains a top choice among consumers,
valued for its authenticity.

m The introduction of Margo Neem Naturals, featuring three new variants, has
contributed to the brand's continued success.

m Despite robust sales, Personal Care margins have remained flat in this quarter
due to the introduction of new variants, leading to higher A&P expenditures. As
palm oil prices stabilize, a rebound in margins within this category is anticipated.

Other points

B The company has successfully reduced its working capital days to a net of five
days, ensuring heightened efficiency across the supply chain and operations.
Looking ahead, in the medium to long term, the company envisions a
normalized working capital cycle of 10-20 days.

B There’s heightened competition from local regional players, adding to the

existing competitive landscape. The current scenario reflects increased intensity
in the market.
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Key exhibits

Exhibit 1: Consolidated quarterly performance

Category sales (INR m) 1QFY23 2QFY23 3QFY23 4QFY23 1QFY24 2QFY24
Fabric Care 2,511 2,862 2,635 2,553 2,966 3,166
Dishwashing 2,093 2,279 2,213 2,062 2,315 2,507
Household Insecticides 448 435 434 800 494 450
Personal Care 694 733 591 524 841 896
Other Products 225 284 253 230 256 304
Total 5,972 6,592 6,127 6,170 6,871 7,323
Category salience (%)

Fabric Care 42.0 43.4 43.0 41.4 43.2 43.2
Dishwashing 351 34.6 36.1 334 33.7 34.2
Household Insecticides 7.5 6.6 7.1 13.0 7.2 6.1
Personal Care 11.6 11.1 9.7 8.5 12.2 12.2
Other Products 3.8 43 4.1 3.7 3.7 4.2
Total 100 100 100 100 100 100
Category growth (%)

Fabric Care 38.6 33.6 26.0 20.1 18.1 10.6
Dishwashing 9.6 5.6 10.0 8.7 10.6 10.0
Household Insecticides (37.5) (30.7) (15.6) 0.9 10.1 3.4
Personal Care 2.1 10.8 11.6 12.1 211 22.3
Other Products 67.6 7.3 37 25.8 13.6 7.3
Total 13.7 12.6 13.7 12.8 15.1 11.1
Category results (INR m)

Fabric Care 308 433 485 499 656 828
Dishwashing 275 352 338 361 463 523
Household Insecticides (45) (79) (69) (9) (94) (79)
Personal Care 25 74 90 70 153 98
Other Products (10) (15) (15) (8) 5 5
Total 554 765 830 912 1,184 1,375
Result salience (%)

Fabric Care 55.7 56.6 58.5 54.7 55.4 60.2
Dishwashing 49.7 46.0 40.8 39.6 39.1 38.1
Household Insecticides (8.1) (10.4) (8.3) (1.0) (7.9) (5.8)
Personal Care 4.5 9.6 10.9 7.7 13.0 7.1
Other Products (1.8) (2.0) (1.9) (0.9) 0.4 0.4
Total 100.0 100.0 100.0 100.0 100.0 100.0
EBIT margin (%)

Fabric Care 12.3 15.1 18.4 19.5 22.1 26.1
Dishwashing 13.2 15.4 15.3 17.5 20.0 20.9
Household Insecticides (10.0) (18.2) (15.9) (1.2) (19.0) (17.6)
Personal Care 3.6 10.1 15.3 13.3 18.2 10.9
Other Products (4.4) (5.3) (6.1) (3.5) 1.9 1.6
Total 9.3 11.6 13.5 14.8 17.2 18.8

Source: Company, MOFSL
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Valuation and view

What has happened over the past 10 years?

B Given JYL (INR11.1b/INR24.9b revenue in FY13/FY23) is much smaller than its
peers, its financial performance has been disappointing over the past 10 years.

B While it has reported a ~8.4% sales CAGR over this period, the EBITDA/PAT
CAGR has been tepid at ~9.3%/~14.7%. The company has registered
sales/EBITDA/PAT CAGR of 8.3%/-4.2%/5.4% for the last five years.

m  Growth has been restricted by: 1) higher penetration and regional dependence
of its largest brand Ujala, and 2) limited success in achieving profitable growth in
other categories/geographies outside South India.

B The expiration of the Henkel option, which had the potential to expand its
portfolio by adding more brands, has also been a setback.

B Given the above factors, it is not surprising that the stock has been an
underperformer in recent years.

Our view on the stock

m  We upgrade FY24E/FY25E EPS by 9.3%/8.6% to factor in the benefits of lower
RM costs, expansions in new geography and market share, which will support
growth and profitability.

m  We reiterate our Neutral rating with a revised TP of INR391 (25xFY25E target
EV/EBITDA) as JYL’s product portfolio is in highly penetrated categories, limiting
future volume growth to single digits. Margin expansion beyond 17% is
constrained by a focus on mass and rural segments. Despite short-term gains in
FY24E, the long-term growth outlook remains lackluster.

Exhibit 2: We raise our FY24E/FY25E EPS by 9.3%/8.6%

New old Change (%)
FY24E FY25E FY24E FY25E FY24E FY25E
Sales 28,588 32,186 28,060 31,176 1.9% 3.2%
EBITDA 4,792 5,504 4,476 5,118 7.1% 7.6%
PAT 3,554 4,108 3,252 3,781 9.3% 8.6%
Exhibit 3: P/E (x) for JYL Exhibit 4: P/E (x) for the Consumer sector
e P /E (x) Avg (x) Max (x) P/E (x) Avg (x) Max (x)
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Financials and valuations

Consolidated - Income Statement (INR m)
Y/E March FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E
Total Income from Operations 16,724 18,136 17,112 19,091 21,965 24,860 28,588 32,186

Change (%) -0.6 8.4 -5.6 11.6 15.1 13.2 15.0 12.6
Cost of Materials Consumed 8,753 9,707 9,009 10,104 12,830 14,349 15,134 16,897

As a percentage of Sales 52.3 53.5 52.6 52.9 58.4 57.7 52.9 52.5
Gross Profit 7,971 8,429 8,103 8,987 9,135 10,511 13,454 15,289

Margin (%) 47.7 46.5 47.4 47.1 41.6 42.3 47.1 47.5
Personnel Expenses 1,908 2,076 2,193 2,325 2,475 2,644 3,145 3,766

As a percentage of Sales 11.4 11.4 12.8 12.2 11.3 10.6 11.0 11.7
Other Expenses 3,488 3,542 3,398 3,517 4,178 4,709 5,518 6,019

% of Sales 20.9 19.5 19.9 18.4 19.0 18.9 19.3 18.7
Total Expenditure 14,149 15,325 14,601 15,946 19,483 21,702 23,796 26,682

As a percentage of Sales 84.6 84.5 85.3 83.5 88.7 87.3 83.2 82.9
EBITDA 2,575 2,811 2,511 3,145 2,482 3,159 4,792 5,504

Margin (%) 15.4 15.5 14.7 16.5 11.3 12.7 16.8 17.1
Depreciation 311 306 529 556 582 501 526 606
EBIT 2,263 2,505 1,982 2,589 1,901 2,657 4,266 4,899
Int. and Finance Charges 481 352 329 192 118 131 85 102
Other Income 625 278 203 185 187 395 435 470
PBT bef. EO Exp. 2,407 2,430 1,856 2,581 1,969 2,922 4,616 5,266
EO Items 0 0 -38 -235 0 70 0 0
PBT after EO Exp. 2,407 2,430 1,818 2,346 1,969 2,992 4,616 5,266
Current Tax 619 454 189 440 378 595 1,062 1,159

Tax Rate (%) 25.7 18.7 10.4 18.7 19.2 19.9 23.0 22.0
Less: Minority Interest 73 75 77 88 29 0 0 0
Reported PAT 1,862 2,051 1,706 1,994 1,620 2,397 3,554 4,108
Adjusted PAT 1,789 1,976 1,667 2,142 1,591 2,327 3,554 4,108

Change (%) -12.4 10.5 -15.6 28.5 -25.7 46.2 52.7 15.6
Consolidated - Balance Sheet (INR m)
Y/E March FY18 FY19 FY20 FY21 FY22 FY23 FY23 FY25E
Equity Share Capital 182 367 367 367 367 367 367 367
Total Reserves 11,260 12,898 11,919 13,918 14,068 15,123 16,840 18,548
Net Worth 11,442 13,265 12,286 14,286 14,435 15,490 17,207 18,915
Minority Interest -139 -215 -291 -379 -407 21 21 21
Deferred Liabilities -902 -928 -1,027 -962 -907 -845 -845 -845
Total Loans 5,441 2,809 2,830 1,169 1,265 0 0 0
Capital Employed 15,841 14,932 13,798 14,114 14,387 14,665 16,382 18,090
Gross Block 11,762 12,046 13,050 13,556 13,764 14,125 14,325 14,525
Less: Accum. Deprn. 855 1,040 1,558 2,089 2,546 2,962 3,488 4,094
Net Fixed Assets 10,907 11,006 11,492 11,467 11,218 11,163 10,837 10,431
Capital WIP 153 143 245 101 76 155 123 123
Total Investments 1,132 1,044 0 0 0 0 0 0
Curr. Assets, Loans&Adv. 6,695 6,301 5,598 7,029 8,027 8,454 11,827 15,063
Inventory 1,836 1,974 2,251 2,786 2,972 3,019 4,002 4,506
Account Receivables 1,674 1,534 1,224 944 1,431 1,378 1,429 1,609
Cash and Bank Balance 1,367 964 289 1,938 2,112 2,835 3,705 5,919
Loans and Advances & Others 1,818 1,830 1,834 1,361 1,512 1,222 2,690 3,029
Curr. Liability & Prov. 3,045 3,563 3,537 4,483 4,933 5,107 6,405 7,527
Account Payables 1,720 2,134 1,450 2,143 2,364 2,143 2,859 3,219
Other Current Liabilities 663 715 1,299 1,520 1,767 2,037 2,546 3,182
Provisions 663 715 788 820 802 927 1,001 1,127
Net Current Assets 3,650 2,738 2,061 2,546 3,093 3,347 5,422 7,536
Appl. of Funds 15,841 14,932 13,798 14,114 14,387 14,665 16,382 18,090

E: MOFSL Estimates
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Financials and valuations

Ratios

Y/E March FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E
Basic (INR)

EPS 4.9 5.4 4.5 5.8 4.3 6.3 9.7 11.2
Cash EPS 5.7 6.2 6.0 7.3 5.9 7.7 11.1 12.8
BV/Share 31.2 36.1 33.5 38.9 39.3 42.2 46.9 51.5
DPS 0.5 6.0 0.0 4.0 2.5 3.0 4.0 5.4
Payout (%) 12 134 0 83 70 57 50 58
Valuation (x)

P/E 82.5 74.6 88.5 68.9 92.7 63.4 41.5 35.9
Cash P/E 70.2 64.6 67.2 54.7 67.9 52.1 36.1 31.3
P/BV 12.9 11.1 12.0 10.3 10.2 9.5 8.6 7.8
EV/Sales 4.5 8.2 8.8 7.7 6.7 5.8 5.0 4.4
EV/EBITDA 29.5 52.8 59.8 46.6 59.1 45.8 30.0 25.7
Dividend Yield (%) 0.1 1.5 0.0 1.0 0.6 0.7 1.0 1.3
FCF per share 13.6 7.2 3.5 10.3 4.9 8.6 6.3 11.6
Return Ratios (%)

RoE 16.0 16.0 13.0 16.1 11.1 15.6 21.7 22.7
RoCE 13.1 13.7 12.6 14.7 10.8 15.7 22.1 23.2
RolC 12.7 15.7 13.6 16.6 12.7 17.8 27.1 31.1
Working Capital Ratios

Asset Turnover (x) 1.1 1.2 1.2 1.4 1.5 1.7 1.7 1.8
Debt/Equity 0.5 0.2 0.2 0.1 0.1 0.0 0.0 0.0
Consolidated - Cash Flow Statement (INR m)
Y/E March FY18 FY19E FY20 FY21 FY22 FY23 FY24E FY25E
OP/(Loss) before Tax 2,407 2,430 1,815 2,346 1,969 2,992 4,616 5,266
Depreciation 311 306 529 556 582 501 526 606
Interest & Finance Charges 413 314 304 161 82 54 85 102
Other income -409 -25 -21 232 -36 -197 -495 -470
Direct Taxes Paid -251 -418 -386 -327 -313 -567 -1,062 -1,159
(Inc)/Dec in WC -38 409 -527 1,055 -259 502 -1,205 100
CF from Operations 2,434 3,016 1,715 4,022 2,025 3,286 2,466 4,446
CF from Operating incl EO 2,434 3,016 1,715 4,022 2,025 3,286 2,466 4,446
(inc)/dec in FA 43 -383 -415 -257 -214 -122 -168 -200
(Pur)/Sale of Investments -807 112 1,061 0 0 0 0 0
Others 115 37 4 45 29 65 435 470
CF from Investments -649 -234 650 -212 -185 -57 267 270
Issue of Shares 600 4 0 0 0 0 0 0
(Inc)/Dec in Debt 2,276 -610 41 -1,669 100 -1,250 0 0
Interest Paid -600 -342 -212 -281 -74 -104 -85 -102
Dividend Paid -1,090 -182 -2,656 0 -1,469 -918 -1,777 -2,399
Others -2,639 -2,055 -211 -212 -224 -235 0 0
CF from Fin. Activity -1,453 -3,185 -3,039 -2,161 -1,667 -2,507 -1,862 -2,501
Inc/Dec of Cash 332 -403 -674 1,649 174 723 870 2,214
Opening Balance 1,034 1,367 964 289 1,938 2,112 2,835 3,705
Closing Balance 1,367 964 289 1,938 2,112 2,835 3,705 5,919

E: MOFSL Estimates

Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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