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Value Pick: Hindustan Unilever Limited (HUVR)

Rationale:

Q

Hindustan Unilever Limited (HUVR) is India’s largest fast-moving consumer goods (FMCG)
company with a heritage of over 80 years. It has grown meaningfully over the years to
become a trusted brand and currently nine out of ten Indian households use its products
everyday. Its portfolio includes leading brands such as Lux, Lifebuoy, Surf excel, Rin,
Wheel, Fair & Lovely, Pond’s, Vaseline, Lakmé, Dove, Clinic Plus, Sunsilk, Pepsodent,
Closeup, Axe, Brooke Bond, BRU, Knorr, Kissan, Kwality Wall’s and Pureit.

In terms of market reach, HUL has almost 100 suppliers & associates, over 3,000
distributers and a broad market penetration through more than 2.4 million stores. The
company has also started building future channels of modern trade like E-commerce etc.

Over the past several years HUL has exhibited a decent track record of revenue and
margin growth. In its latest quarterly results HUL reported a de growth of 9.7% in its
consolidated revenues at 92,110 million in Q4-FY20 as against X1,02,010 million in Q4-
FY19. The profit after tax (PAT) margins for the company stood at 15.5% at 14,240
million as against 15.4% at 15,690 million in Q4-FY19. The domestic consumer de
growth during the quarter was 9% with underlying volume decline at 7%. The lower
growth in the quarter was mainly due to impact of COVID-19 and lower discretionary
spends across both urban and rural markets. The company’s growth excluding COVID-19
impact could be around 3%.

In terms of strategy to mitigate short term impact, the company has started to improve
cost efficiency in its non-business segments and lower promotion spend. The company’s
production and sales has also scaled back to 75% of its total normal capacity. During the
period the company has also improved market share by 50 basis points.

While current macro economic conditions are likely to keep demand subdued in near
term, we remain optimistic over the long term. We believe HUL being the largest FMCG
company with one of the largest footprints in terms of products and distribution
network, continued focus on strategy to target volume growth and decline in material
and other costs should drive outperformance in both growth & profitability in medium to
long term. We reiterate BUY on HUVR with a target price of X2,452

CMP: X2,039

Target: 2,452
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52 Week L/H 1,650/2,325
Avg. Daily Volume (3M) (‘000) 3,705
No. of Shares O/S (Mn.) / Mkt. Cap (XMn.) 2,165 /44,13,719
Shareholding (Promoters/Institutions/Others) 67%/19%/14%
(InX mn) FY-19 FY-20 FY-21E FY-22E
Net Sales 3,93,110 3,97,830 4,59,471 5,24,087
EBITDA 88,800 98,610 1,17,304 1,37,573
EBITDA Margin 22.6% 24.8% 25.5% 26.3%
PAT 60,540 66,590 82,550 97,867
PAT Margin 15.4% 16.7% 18.0% 18.7%
EPS (X) 28.0 30.8 38.1 45.2
P/E (x) 73.3 66.6 53.8 45.3
ROE 66.4% 71.6% 77.0% 80.9%
Source: Company, Bloomberg Consensus. Note: Prices are as on 5t May-2020
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CMP: X529
Target: X625
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Value Pick: Bharti Airtel Limited (BHARTI)

Rationale:

U Bharti Airtel Ltd. is one of leading providers of telecommunication services in the world with
presence across 18 countries including India, Sri Lanka and 14 countries in Africa. Through its brand
‘AIRTEL’, the company offers telecom services under wireless and fixed line technology, national

. . . . . . . 52 Week L/H 313 /569

and international long distance connectivity, Digital TV and telecom solutions to enterprise
customers. Also, the company owns Tower Infrastructure relating to telecom operations. As of Dec ~ Avg. Daily Volume (3M) (‘000) 15,421
31, 2019, the company had 419 million customers, including 283 million subscribers for mobile  No. of Shares 0/S (Mn.) / Mkt. Cap (XMn.) 5132/2,714,808
services in India. Shareholding (Promoters/Institutions/Others) 63%/30%/7%

U During 9MFY20, total revenues increased 6% y/y to 638,163 million while EBITDA increased 37%
Y/y to 267,790 million. Reflecting higher deprea?t_lon, increased flnancg cost and excetp.tlon.al (InX mn) FY-18 FY-19 FY-20E FY-21E

items, the company reported a loss of 256,872 million compared to profit of 11,114 million in
9MEY109. Net Sales 826,388 807,802 870,832 1,003,017
EBITDA 300,368 242,035 359,793 448,434
O In recent quarters, the company has been witnessing growth in its Average Revenue Per Use (ARPU)  EBITDA Margin 36.35% 29.96% 41.32% 44.71%
in mobile services India. From X104 in Q3FY19, ARPU has increased to X135 in Q3FY20. ARPU should PAT 10.990 4095 256368 27210
continue to improve given the increased tariffs effectwet Dec 2019. Fu.rther, revenue prospects I.ook PAT Margin 1.33% 0.51% 129.449% 2 71%
decent as the company has been able to record steady improvement in the performance of African EPS (X 57 1.0 (50.0) c3

operations (contributed around 30% of reported consolidated EBITDA in FY19) over last few ) : : : .

P/E (x) 192 516 (11) 100

quarters on the back of growth in data and several strategic initiatives.

O During FY20,the company has undertaken several efforts to deleverage its balance sheet including Source: Company, Anand Rathi Research, Bloomberg Consensus. Note: Prices are as on 5t May-2020
rights issue of 250,000 million and Airtel Africa IPO of around US$670 million. Most recently in Jan
2020, the company raised 215,017 million through a combination of QIP and FCCBs.

Price Performance (Apr’19=100)

U Regarding the AGR issue, the company owed nearly 355,860 million per DoT estimates. In Feb this
year, the company paid self-assessed amount of 180,040 million. The AGR matter is still pending
before the Supreme court, however, following the company’s capital-raising activities we believe, 150
Bharti Airtel is well positioned to clear the AGR dues.

180

120
U The intense competition in the domestic telecom industry has gradually lessened with reduced 90
number of players. Given the current scenario, Bharti Airtel is likely to enjoy further market share -
as another key player -Vodafone Idea- struggles to survive. in the market. Additionally, the corppar?y o 9 9 o 5 o o o o © © o o
should benefit from the deferral of spectrum auction instalment payments and moderation in @Q,A S N KK R eox & & & @@( & @Q,A'

capital expenditure intensity.
O We initiate our coverage on Bharti Airtel Ltd. with a BUY rating and a target price X625 per share. Nifty 500 — BHARTI IN



Rating & Target Price History ANANDRATHI

HUVR rating history & price chart BHARTI rating history & price chart
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Disclaimer: ANANDRATHI

Analyst Certification

U The views expressed in this Research Report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research
analyst(s) in this report. The research analysts are bound by stringent internal regulations and also legal and statutory requirements of the Securities and Exchange
Board of India (hereinafter “SEBI”) and the analysts’ compensation are completely delinked from all the other companies and/or entities of Anand Rathi, and have
no bearing whatsoever on any recommendation that they have given in the Research Report.

Ratings Methodology

U Analysts’ ratings and the corresponding expected returns take into account our definitions of Large Caps (>X300 Billion ) and Mid/Small Caps (<300 Billion ) or SEBI
definition vide its circular SEBI/HO/IMD/DF3/CIR/P/2017/114 dated 6th October 2017, whichever is higher and as described in the Ratings Table below:

Ratings Guide (12 months) | Buy | Hold __[Sell

Large Caps (>X300Bn.) 15% 5%-10% Below 5%
Mid/Small Caps (<Z300 Bn.) 20% 10%-15%  Below 10%
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Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Anand Rathi Share and Stock Brokers Ltd. (hereinafter refer as ARSSBL) (Research Entity, SEBI Regn No. INHO00000834, Date of Regn. 29/06/2015) is a
subsidiary of the Anand Rathi Financial Services Ltd. ARSSBL is a corporate trading and clearing member of Bombay Stock Exchange Ltd, National Stock
Exchange of India Ltd. (NSEIL), Multi Stock Exchange of India Ltd (MCX-SX), United stock exchange and also depository participant with National
Securities Depository Ltd (NSDL) and Central Depository Services Ltd. ARSSBL is engaged into the business of Stock Broking, Depository Participant,
Mutual Fund distributor.

The research analysts, strategists, or research associates principally responsible for the preparation of Anand Rathi Research have received
compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues.

General Disclaimer: - This Research Report (hereinafter called “Report”) is meant solely for use by the recipient and is not for circulation. This Report
does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual
clients. The recommendations, if any, made herein are expression of views and/or opinions and should not be deemed or construed to be neither advice
for the purpose of purchase or sale of any security, derivatives or any other security through ARSSBL nor any solicitation or offering of any investment
/trading opportunity on behalf of the issuer(s) of the respective security (ies) referred to herein. These information / opinions / views are not meant to
serve as a professional investment guide for the readers.No action is solicited based upon the information provided herein. Recipients of this Report
should rely on information/data arising out of their own investigations. Readers are advised to seek independent professional advice and arrive at an
informed trading/investment decision before executing any trades or making any investments. This Report has been prepared on the basis of publicly
available information, internally developed data and other sources believed by ARSSBL to be reliable. ARSSBL or its directors, employees, affiliates or
representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such information / opinions /
views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees,
affiliates or representatives of ARSSBL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including
lost profits arising in any way whatsoever from the information / opinions / views contained in this Report. The price and value of the investments
referred to in this Report and the income from them may go down as well as up, and investors may realize losses on any investments. Past performance
is not a guide for future performance. ARSSBL does not provide tax advice to its clients, and all investors are strongly advised to consult with their tax
advisers regarding taxation aspects of any potential investment.

Continued...
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Contd...

Opinions expressed are our current opinions as of the date appearing on this Research only. We do not undertake to advise you as to any change of our
views expressed in this Report. Research Report may differ between ARSSBL’s RAs and/ or ARSSBL’s associate companies on account of differences in
research methodology, personal judgment and difference in time horizons for which recommendations are made. User should keep this risk in mind and
not hold ARSSBL, its employees and associates responsible for any losses, damages of any type whatsoever.

ARSSBL and its associates or employees may; (a) from time to time, have long or short positions in, and buy or sell the investments in/ security of
company (ies) mentioned herein or (b) be engaged in any other transaction involving such investments/ securities of company (ies) discussed herein or
act as advisor or lender / borrower to such company (ies) these and other activities of ARSSBL and its associates or employees may not be construed as
potential conflict of interest with respect to any recommendation and related information and opinions. Without limiting any of the foregoing, in no
event shall ARSSBL and its associates or employees or any third party involved in, or related to computing or compiling the information have any liability
for any damages of any kind.

Details of Associates of ARSSBL and Brief History of Disciplinary action by regulatory authorities & its associates are available on our website i. e.
www.rathi.com

Disclaimers in respect of jurisdiction: This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law
or regulation or which would subject ARSSBL to any registration or licensing requirement within such jurisdiction(s). No action has been or will be taken
by ARSSBL in any jurisdiction (other than India), where any action for such purpose(s) is required. Accordingly, this Report shall not be possessed,
circulated and/or distributed in any such country or jurisdiction unless such action is in compliance with all applicable laws and regulations of such
country or jurisdiction. ARSSBL requires such recipient to inform himself about and to observe any restrictions at his own expense, without any liability
to ARSSBL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in India.

Copyright: - This report is strictly confidential and is being furnished to you solely for your information. All material presented in this report, unless
specifically indicated otherwise, is under copyright to ARSSBL. None of the material, its content, or any copy of such material or content, may be altered
in any way, transmitted, copied or reproduced (in whole or in part) or redistributed in any form to any other party, without the prior express written
permission of ARSSBL. All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service
marks of ARSSBL or its affiliates, unless specifically mentioned otherwise.
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Statements on ownership and material conflicts of interest, compensation - ARSSBL and Associates
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Answers to the Best of the

Sr. knowledge and belief of the
Statement . .
No. ARSSBL/ its Associates/ Research
Analyst who is preparing this report ‘
1 ARSSBL/its Associates/ Research Analyst/ his Relative have any financial interest in the subject company? Nature of Interest (if NO
applicable), is given against the company’s name?.
ARSSBL/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject
2 company, at the end of the month immediately preceding the date of publication of the research report or date of the public NO
appearance?.
3 ARSSBL/its Associates/ Research Analyst/ his Relative have any other material conflict of interest at the time of publication of the NO
research report or at the time of public appearance?.
a ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation from the subject company in the past twelve NO
months.
5 ARSSBL/its Associates/ Research Analyst/ his Relative have managed or co-managed public offering of securities for the subject NO
company in the past twelve months.
ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for investment banking or merchant banking or
6 brokerage services from the subject company in the past twelve months. NO
ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for products or services other than investment
7 banking or merchant banking or brokerage services from the subject company in the past twelve months. NO
3 ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation or other benefits from the subject company or NO
third party in connection with the research report.
9 ARSSBL/its Associates/ Research Analyst/ his Relative have served as an officer, director or employee of the subject company. NO
10 ARSSBL/its Associates/ Research Analyst/ his Relative has been engaged in market making activity for the subject company. NO




