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Investment Thesis

Recenftly, the stock price of Jyothy LabsLtd. (Jyothy Labs) corrected by
~8% from 52-week high of Rs.166.00 as detergent segment has recovered
fully, fabric whitener has only recovered to 90-95% of pre-Covid levels.

Jyothy Labs has evolved from being a promoter-driven, south-centric,
single-product company to a professionally managed multi-brand, multi-
product company with pan-India operations. It has presence in key
product categories such as fabric care, dish wash, household insecticides
(Hl) and personal care. Over the year, it has developed 6-strong power
brands, which include Ujala, Henko, Exo, Maxo, Margo and Pril. The
company'’s flagship brand, Ujala, has remained at the top of the fabric
whitener category since its launch, with an ~80% market share. Ifs
products are available across 2.8mn retail outflets. Low penetration in
some categories in which it operates provides scope for market share
gain. For future growth, Jyothy Labs has kept innovation agenda on top
priority with roll outs info newer geographies and brand extensions.

After three quarters of muted growth, Jyothy Labs’ strategy to focus on
nafurals space has started yielding results with personal care segment
outperforming other segments in an otherwise lacklustre market. Through
its brands Margo soap, Fa, Neem ftoothpaste, Jyothy Labs has a
substantial presence in the natfurals’ category in a few southern states
and West Bengal. With Margo growing at 18% CAGR in the last few years,
we believe strong growth will confinue due to the structural trend of
naturals’ product demand and wide distribution network. We believe
focused marketing in select states with currently lower market share in
natural space can help increase its market share. We expect, on the
back of demands for natual products, personal care segment to grow at
healthy double digit CAGR in FY21-22E.

Financials

o During the past 5 years, revenue of Jyothy Labs grew at a CAGR of
2.5% while PAT grew at a CAGR of 7.1% in the same period.

Consol. (Rs. Mn) FY18 FY19 FY20 FY21E FY22E
Revenue 16,724 18,136 17,112 19,678 22,630
EBITDA 2,575 2,812 2,511 2,888 3,321
% growth 1.2 9.2 -10.7 15.0 15.0
PAT 1,861 2,051 1,703 1,966 2,270
EPS (INR) 5.1 5.6 4.6 54 6.2
P/E (x) 29.7 27.2 32.8 28.4 24.6
RoE (%) 16.5% 15.5% 13.9% 14.6% 15.4%

e Jyothy Labs has reported 15.3% YoY growth in revenue to Rs.4,694mn
in Q3FY2lled by 15% YoY growth in volume on account of robust
personal care and dishwashing segment.
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e Jyothy Labs'dishwashing, personal care and household insecticide
(HI) segment revenue grew 21.1%, 48.2% and 10.1% YoY.respectively, Gl‘aphs & Charts
whereas fabric care business saw dismal 2.3% YoY growth
inQ3FY21.Though detfergent segment has recovered fully, fabric 19.000 - 0%
whitener hasonly recovered to 90-95% of pre-Covid levels. ' 14.4%

e Jyothy Labs' EBITDA grew by 22.6% YoY to Rs.798mn in Q3FY21 led by | 18,000 -
benign crude basedraw material cost and savings in fixed overhead | 17,000 -
spends.As a result, EBITDA margins also expanded by 102 bps to

- 15%
- 10%

117.0% in Q3FY21. 16,000 7 5%
. . . 15,000 - - 0%
Key Business Highlights 14,000 o
e Jyothy Labs is a pan India play FMCG company, which is the largest | 13000 - L 10%
player in the fabric whitener space with a market share of 80%. Its FY15 FY16 FY17 FY18 FY19 FY20
business divisions are Fabric Care, Personal care, air care, Household
Insecticide, Utensil Cleaners, Toilet cleaners and Laundry services. mmmm Net Sales (Rs. Mn)  ==@=Y0Y Growth (%)

e Since ifs inception, Jyothy Labs has focused on research and
development, product designing and superior customer service. As a

result, it has developed 6 strong power brands; Ujala, Henko, Maxo, Figure 2: EBITDA & EBITDA Margin Trend
Margo, Exo and Pril.

e Jyothy Labs has 27 manufacturing units along with a distribution 3,000 175]
network comprising of over 6,100 stockists and sub stockists. 2,500 1 [ 16%

3 2,000 - r 15%
Valuation e - 14%
e Jyothy Labs has a leadership position in the fabric whitener category ' - 13%
in India, whereas it ranks number two in the dishwash bar, liquid and 1,000 - - 12%
mosquito repellant coil categories. Going forward, strategies 500 - L 11%
undertaken by Jyothy Labs to enhance growth in the long run 0 L 10%

include winning through innovations in the fabric wash segment, FY15 FY16 FY17 FY18 FEY19 FY20
leveraging rural penetration in the dishwash segment, increasing
footfprint and relevant extensions in the HI and personal care
segments. However, structural issues in the HI category and slowdown
in the fabric whitener category will affect performance in near term.

e Jyothy Labs’ two power brands in dishwashing segment are Exo &Pril,
which have a strong footing in south India with ~30% market share | ;50 - 166.6% 200%
whereas north India is a growth opportunity with a market share in
mid-single digits. Exo has over 11% market share in bars while Pril has | 2000 1
16% market share in liquids. Pril's market share in modern trade is | ;599 -
significantly higher (~27%) than overall market share. We believe
higher distribution and A&P spend in ex-south market can lead to | 1.000 -
market share gains. We expect the dishwashing segment to grow at 500 -
high single growth rate inFY21-22E.

e Jyothy Labs has made an entry into the Rs.16.0bn toilet cleaner
markets with launch of T-shine. Unlike its competitors’ products Domex
(HUL) and Harpic (Reckitt Benckiser), which are toxic by virtue of HCL, mmmm PAT (Rs. Mn) = Y0Y Growth (%)
T-shine has used an organic acid for safe use. It is marketed as acid
free and has received good receptivity in the market having already

gained 5% share in Kerala. . .
. , . . Figure 4: Segment-wise Revenue Break-up
e With professionally managed multi-brand, mulfi-product company,

m Fabric Care

mmmm EBITDA (Rs. Mn)  ==@==EBITDA Margin (%)
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stfrategy to focus on naturals space has started vyielding results,
leadership position in the fabric whitener category, higher distribution
and A&P spend in ex-south market and enfry into toilet cleaner
markets, we value Jyothy Labsat 29.5x FY22E EPS of Rs.6.20 to arrive at
target price of Rs.182.00, an upside of ~20%.

Risk & Concern

e With any further slowdown in the demand environment may affect HI
category growth for Jyothy Labs.

e Any significant increase in prices of key raw materials such as Brent
crude oil may affect profitability and earnings growth of Jyothy Labs.

e With increase in competition in highly-penetfrated categories such as
fabric whiteners may threaten revenue growth of Jyothy Labs.
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