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EVEN AS Q4 NET PROFIT GROWS 41%

It’s Dif;

icult to Predict Demand

Outlook Amid Covid Surge: HUL

Our Bureau

Mumbai: Hindustan Unilever
(HUL) on Thursday reported a 41%
increase in net profit and 35%
growth in sales for the January-
March quarter; butthenation’sbig-
gest FMCG company said demand
outlook was difficult to predict in
an unprecedented environment
with a surge in Covid-19 infection.

Excludingthenutritionbusiness
it acquired, from GSK Consumer
and integrated with its own port-
folio in April last year, revenue ro-
se 21%, also helped by a low base to
compare with as sales had decli-
ned 9% in the year-earlier period.

The performance of the local
unit of Unilever is considered a
proxy for broader consumer sen-
timent in India.

HUL said it had seen progressi-
ve improvement in demand after
the lockdown last year, with In-
dia unlocking in stages and the
rural market still growing.

“Inthe last two weeks, there has
been turbulence but it is not as
bad as what we saw last April, be-

Positive Quarter
Growth in March
quarter revenue, :
helped by a low base

Co saw progressive
improvement in demand after
the lockdown in 2020

Vo

Operating
profit

expanded
1.5% point

Sales rose to
112,241 cr and
net profit grew
to 2,143 cr

cause the containment has been
localised, and we have not gone
into a general lockdown. So, the
business, albeit impacted to so-
me extent, is still running,” cha-
irman Sanjiv Mehta said. All its
factories are running, he said,
adding: “There would be some
demand impact because of mobi-

lity issues. So, let us wait and see
how it pansout.”

Sales rose to %12,241 crore and net
profit grew to 2,143 crore. Volume,
which indicates the number of pro-
ducts that customers put in their
shopping carts, increased 16%.
Operating profit expanded 1.5 per-
centage point even as the company
faced elevated inflationary pressu-
rein certain categories.

Parent Unilever, in an earnings
call with investors, said it has an
optimistic forecast for India for the
rest of the year duetostrongopera-
tional capabilities on the ground
despite the public health and hu-
manitarian crisis in the country.

“Thesituation inIndia isareal-
ly good example of just how un-
predictable Covid continues to
be. While India posted strong
growth in Q1 as restrictions ea-
sed, the region has since seen a
deeply worrying spike in cases
and we have seen lockdowns re-
turn in some states and metro
areasthismonth,” Unilever CFO
Graeme Pitkethly told analysts.
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RURAL DEMAND unlikely to be buoyant amid extended curbs, which will test the FMCG bellwether

HUL Delivers Big, but Street Stays
Cautious on Lockdown Concerns

Earnings Review

Kiran.Somvanshi@timesgroup.com

ET Intelligence Group: FMCG
bellwether Hindustan Unilever
posted a strong March quarter per-
formance with the low base effect
helping record exceptional growth
in net sales and net profit of 35%
and41%, respectively.

The company’s domestic consumer
businessexpanded 21% with underly-
ing volume growth of 16% (volumes
had declined 7% in the year-ago quar-
ter due of the nationwide lockdown).

Allthebusiness segments posted do-
uble-digit year-on-year growth in re-
venue for the third consecutive quar-
ter. However, unlike the other seg-
ments, the beauty and personal care
segment failed toregister an increase
in sales and profit sequentially. This
is disappointing given that it is the
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largest and most profitable segment.
In contrast, the food & refreshments
segment, thanksto thenutrition port-
folio it has acquired, posted strong
growth in both revenue and profit.
Contrary to the Street’s expectation,
HUL'soperatingmargin expanded 1.5
percentage points to 24.8% — aided

by price increases and cost controls.
The company made savings on ad
spends. and other expenses (as a pro-
portion of netsales) in comparison to
the year-earlier levels. Staff cost was
thelowest in four quarters.

The March quarter also marked the
completion of one year of theacquisi-

tion of the nutrition portfolio from
GlaxoSmithKline. HUL has managed
to revive growth in Horlicks and Bo-
ost at a time when nutrition and hygi-
enearerelevant due to the pandemic.

Despite the stellar Q4 performance,
the Streetremainedlargely unpertur-
bed with the stock closing flat follo-
wing the results announcement. It se-
ems a good fourth-quarter show was
already factored in and traders are
cautious due to the lockdown-like cir-
cumstances in the current quarter.

Rural demand, an important engine
of growth for HUL throughout the
past year, is also likely to be dented in
the ongoing quarter. It will be interes-
ting tosee how the company performs
amid localised lockdowns, reduced
mobility; lower discretionary spends
and forecast of anormal monsoon.

HUL holds the promise of growth
and dividend for along-term investor.
Its stock, however, isjust 4% below its
record high and is trading at a PE
multiple of 77. It has gained 5% in ye-
ar, trailing broad-based indices.




