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Embarking on the portfolio diversification journey
. ‘ B We met with the management of Marico (MRCO) to discuss industry trends, the
marico company’s growth across verticals, and its long-term strategies. MRCO is focused on
achieving steady double-digit growth, driven by the gradually improving trajectory in
Stock Info its core categories, rapid scaling of new-age businesses, and stable growth in
Bloomberg MRCO IN international markets. The company is shifting its focus towards value-added
Equity Sharzs (m) . 1295 products, particularly in foods and premium personal care, with a target of 20-25%
M.Cap.(INRb)/(USDb) 809.4/9.4 CAGR in these segments. Parachute and Saffola demand remain steady despite sharp
52-Week Range (INR) 737 /491 . . e . . .
1,6, 12 Rel. Per (%) -4/0/19 price hikes (15-20%) implemented to mitigate input cost pressure. Within the Saffola
12M Avg Val (INR M) 1626 franchise, Foods is expected to contribute more than half of the revenues (currently
Free Float (%) 40.9 at ~30%) over the next 4-5 years. Marico’s Digital business is growing rapidly, with
. . Plix and Beardo showing strong progress. The company is expanding its direct reach
Financials Snapshot (INR b) . . . .
Y/E Mar 2025E 2026 2027E in General Trade (GT) through Project SETU and is benefiting from the growth of
Sales 107.8 119.3 1313 Quick Commerce (QC), which now accounts for ~¥3% of India sales. Despite challenges
Sales Gr. (%) 11.7 106 101 in urban demand, the company’s diversified portfolio and investment in digital
EBITDA 217 245 276 channels are positions it for sustained healthy growth.
Margins (%) 201 206 21.0 @ The company expects double-digit revenue growth (missing for most peers) in FY26,
j 16.4 18.3 20.0
2jj :/;;(INR) 12:7 14:1 15:4 driven by 'healthy volume growth, p'ricing, a.nd continue.d momentum in thfe Foods
EPS Gr. (%) 107 113 95 and Premium Personal Care portfolios. While elevated input costs may weigh on
BV/Sh.(INR) 308 324 343 margins in the near term, the long-term outlook remains positive, supported by a
Ratios favorable product mix and premiumization. We reiterate our BUY rating on the stock
RoE (%) 420 447 463 with a TP of INR775 (based on 50x Mar’27E EPS).
RoCE (%) 35.8 37.8 394
P t (% 88.5 86.7 87.4
VZT::t“():l Industry recovery slow but steady
P/E (x) 493 443 405 Management indicated thatthe FMCG sector is currently witnessing a stable
P/BV (x) 203 19.3 182 demand landscape. Rural demand is gradually improving, while urban demand is
EV/EBITDA (x) 36.7 324 287 expected to recover over the next few quarters as inflation eases. Tax relief
Div. Yield (%) 18 20 22 penefits can help drive consumption spends, particularly urban consumption. FY26

Shareholding Pattern (%)

As On Dec-24 Sep-24 Dec-23
Promoter 59.1 59.2 59.4
DIl 12.9 11.2 10.0
Fll 234 25.0 25.8
Others 4.6 4.6 4.9

FIl Includes depository receipts

Stock’s performance (one-year)

Marico
Nifty - Rebased
800
700
600
500 «
400
< < < < N
o & N N N

could see the benefits of supportive government schemes and a healthy crop
season, which are expected to aid consumption.

PCNO may deliver 5-7% volume growth over the medium term
Parachute Coconut Oil (PCNO) is expected to deliver 5-7% volume growth going
forward, primarily driven by the continued loose to branded conversion in the
coconut oil segment. With the anniversarisation of price hikes starting from
2QFY26 onwards, the volume-value gap is expected to narrow.

VAHO expects stabilization in Amla category; mid and premium segments
perform well

MRCQ's Value-Added Hair Oil (VAHO) segment is expected to gradually recover
moving forward. The volatility in the Amla category is expected to ease in the
coming quarters. Within the VAHO category, the mid and premium segments
continue to outperform the lower-end portfolio. This growth is supported by
increased Above The Line (ATL) investments and brand activations by MRCO, along
with continued improvements in rural consumption sentiment, which will help the
company boost sales and market presence in these segments.
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Foods to post 20-25% CAGR; innovation pipeline strong

Currently, Saffola brand sales are split, with ~70% coming from oils and the
remaining ~30% from foods. However, MRCO expects the Foods segment to
contribute ~50% to the brand's sales over the next 4-5 years, driven by a high sales
growth of over 20-25% in foods, while edible oils are likely to record mid-high single-
digit growth. Saffola Oats remains the top brand in the oats market and continues to
see strong double-digit growth. Additionally, MRCO’s performance in honey and
soya chunks has been healthy. These categories are expected to break even at
EBITDA level once they achieve higher scale. While MRCO’s Food category has a
strong presence in Modern Trade (MT) and e-commerce channels, the company has
the scope to achieve higher penetration in GT, a key area for potential improvement
in its distribution strategy for the Foods segment.

New-age business to be the key growth driver for MRCO

The Foods and Premium Personal Care portfolios are expected to post 20-25%
CAGR. Currently, these segments have an ARR of INR19b, contributing ~21% of total
sales (9MFY25). Among these new businesses, Plix is expected to become an INR5b+
business in FY26, with positive margins. Beardo is on track to achieve double-digit
EBITDA margins in FY25. MRCO is targeting double-digit EBITDA margins for its
digital-first businesses by FY27. True Elements and Just Herbs continue to show
strong growth momentum, and MRCO has successfully reduced cash burn in these
brands. The digital-first portfolio is expected to reach an ARR of ~*INR6b by FY25-end
and scale to 2x the FY24 ARR in FY27. As a result, Foods and Premium Personal Care
are expected to contribute ~25% of domestic revenue by FY27.

International business on steady growth trajectory

MRCQ's international business posted 7% growth in INR terms for 9MFY25
compared to the previous year, with around 13% growth in constant currency
growth terms, backed by broad-based growth across markets. The segment
continues to perform well, and MRCO expects this momentum to continue with
double-digit constant currency growth in the future. It also anticipates stable
margins at current levels for the international business, signaling sustained
profitability and strong market performance globally.

QC accounts for ~3% of sales, while GT continues to dominate

The company has seen impressive growth in QC, which is growing at 50+% YoY and
now accounts for ¥3% of MRCO'’s India sales. Along with e-commerce and modern
trade, QC has helped MRCO further strengthen its new business segments by
expanding its reach and tapping into evolving consumer preferences. Project SETU
now covers 11 states and MRCO continues to drive efficient coverage across all
geographies, ensuring a broader reach and more effective market penetration. In
terms of domestic revenue mix, organized channels contribute ~30%, Canteen
Stores Department (CSD) accounts for 6-7%, and GT remains the dominant channel,
contributing 63-64%.
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Double-digit growth aspirations with greater focus on value-added
offerings

MRCQO’s product portfolio is gradually shifting its focus from traditional high-salience
categories, like Parachute coconut oil and Saffola edible oils, towards a stronger
emphasis on value-added products in the food segment, premium personal care,
and its growing digital business. This strategic transition aligns with MRCQO’s
medium-term aspiration of double-digit sales growth for its India business, alongside
a similar trajectory for profitability. Additionally, the company remains open to
inorganic growth opportunities in the food and personal care segments, provided
these acquisitions are a strong brand fit and have the potential to drive profitable
growth for the company.

Price anniversarisation to begin from 2QFY26

In response to the steep rise in input cost inflation, MRCO has implemented price
hikes across its core portfolios, with PCNO seeing an increase of ~15% and Saffola
edible oil witnessing ~20% price hike. Most key raw material prices have increased
in recent months. However, copra is at the peak of the inflationary cycle and MRCO
expects the prices to ease once the flush season begins in early Q1FY26. The
company anticipates strong pricing growth in 4QFY25 and 1QFY26, with partial
anniversarisation beginning 2QFY26 onwards for PCNO. The company has
maintained its operating margin guidance at ~20% for FY25.

Valuation and view

B MRCO is well-positioned for sustained growth, driven by several key factors. The
company is experiencing consistent market share gains in its core portfolios,
accelerated growth in Foods and Premium Personal Care, and healthy
performance in its international business, all of which are expected to
strengthen its revenue trajectory in FY25-26. To expand its distribution reach,
the company has launched Project SETU, a transformative initiative aimed at
enhancing its direct reach in GT. This project is designed to drive growth by
deepening market penetration and strengthening MRCO’s presence across
India. With these strategic initiatives in place, the company is focused on
ensuring long-term profitability and further diversifying its business portfolio.

B We model 11%/13% revenue and EBITDA CAGR during FY25-27E and reiterate
our BUY rating on the stock with a TP of INR775 (based on 50x Mar’27E EPS).

Exhibit 1: MRCO’s market share of key categories in the India business

Brand Market Share (%) Rank
Coconut Oil Franchise 63 1st
Parachute Rigids within Coconut Oil 55 1st
Saffola Oats 41 1st
Value Added Hair Oils 28 1st
Post wash Leave-on Serums 47 1st
Hair Gels/Waxes/Creams 52 1st

Source: MOFSL, Company

25 March 2025 3



motilal
oswal

Financial Services

Exhibit 2: MRCO’s India business growth trend

Marico

Revenue Mix (%) FY21 FY22 FY23 FY24 QI1FY24 Q2FY24 Q3FY24 QA4FY24 Q1FY25 Q2FY25 Q3FY25
Parachute Coconut Oil 43 40 39 37 34 31 34 34 34 33 33
Value Added Hair Oils 22 21 22 22 25 22 20 21 22 20 19
Saffola (Refined Edible Qil) 27 31 30 29 24 29 18 20 16 18 18
Others 8 8 10 12 17 18 28 25 28 29 30
FMCG Business India 100 100 100 100 100 100 100 100 100 100 100

Value growth (%)

Parachute Coconut Oil 8 11 (5) (2) (5) (1) - 2 6 10 15
Value Added Hair Oils (2) 14 5 2 - 1 3 (7) (5) (8) (2)
Saffola (Refined Edible Oil) 25 36 (2) (17) (13) (22) (26) (16) (1) 2 24
FMCG Business India 12.2 18.8 0.4 (2.9) (4.9) (3.4) (3.1) (0.2 7.4 8.0 17.2
Volume growth (%)
Parachute Coconut Oil 6 5 2 3 (2) 1 3 2 2 4 3
Value Added Hair Oils - 14 2 1 - (1) 2 (4) (2) (3) 3
Saffola (Refined Edible Oil) 17 11 (1) 8 12 4 (5) 5 5 - 2
FMCG Business India 9 7 2 3 3 3 2 3 4 5 6

Exhibit 3: International business exposure of key FMCG players

Source: MOFSL, Company

Companies ~International revenue
Dabur 25%
Emami 17%
GCPL 44%
ITC <10%
Marico 25%

Source: MOFSL, Company
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Story in charts

Exhibit 5: ...with EBITDA growing at 13% over the same

Exhibit 4: Revenue to post 11% CAGR over FY25-27E... period
Revenue (INR b) —O—Revenue growth (%) EBITDA (INR b) —O—EBITDA growth (%)
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Exhibit 6: Gross margin to see modest margin expansion Exhibit 7: Similar trajectory for EBITDA margin
Gross margin (%) EBITDA margin (%)
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Exhibit 8: A&P spends remain steady at ~10% of sales Exhibit 9: PAT to post ~“13% CAGR over FY25-27E
Ad spends (INRb)  =—O=—Ad spends % of sales PAT (INR b) —O— PAT growth (%)
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Exhibit 10: MRCO’s P/E (x) Exhibit 11: Consumer sector P/E (x) (ex-ITC)
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Income Statement (INR m)
Y/E March 2019 2020 2021 2022 2023 2024 2025E 2026E 2027E
Net Sales 73,336 73,150 80,480 94,266 97,640 96,530 1,07,831 1,19,292 1,31,309
Change (%) 16.0 -0.3 10.0 17.1 3.6 -1.1 11.7 10.6 10.1
COGS 40,170 37,450 42,740 54,360 53,510 47,480 53,269 58,453 63,948
Gross Profit 33,166 35,700 37,740 39,906 44,130 49,050 54,563 60,839 67,362
Margin (%) 45.2 48.8 46.9 42.3 45.2 50.8 50.6 51.0 51.3
Operating Expenses 19,910 21,010 21,860 23,096 26,030 28,790 32,872 36,293 39,786
EBITDA 13,256 14,690 15,880 16,810 18,100 20,260 21,691 24,546 27,576
Change (%) 16.5 10.8 8.1 5.9 7.7 11.9 7.1 13.2 12.3
Margin (%) 18.1 20.1 19.7 17.8 18.5 21.0 20.1 20.6 21.0
Depreciation 1,310 1,400 1,390 1,390 1,550 1,580 1,702 1,832 1,948
Int. and Fin. Charges 400 500 340 390 560 730 550 550 450
Other Income - Recurring 1,030 1,240 1,131 958 1,440 1,420 1,550 1,660 1,758
Profit before Taxes 12,576 14,030 15,281 15,988 17,430 19,370 20,989 23,823 26,935
Change (%) 12.6 11.6 8.9 4.6 9.0 111 8.4 13.5 13.1
Margin (%) 17.1 19.2 19.0 17.0 17.9 20.1 19.5 20.0 20.5
Current Tax (excl MAT Ent) 1,430 3,470 3,240 3,460 4,210 4,350 4,817 5,818 6,788
Deferred Tax -170 -160 0 0 0 0 0 0 0
Tax Rate (%) 10.0 23.6 21.2 21.6 24.2 22.5 23.0 24.4 25.2
Minority Interest -160 -220 -310 -290 -200 -210 -837 -1,013 -1,249
Profit after Taxes 11,156 10,500 11,731 12,238 13,020 14,810 16,403 18,255 19,995
Change (%) 37.0 -5.9 11.7 4.3 6.4 13.7 10.8 11.3 9.5
Margin (%) 15.2 14.4 14.6 13.0 133 15.3 15.2 15.3 15.2
Reported PAT 11,156 10,210 11,851 12,238 13,020 14,810 16,823 18,675 19,995
Balance Sheet
Y/E March 2019 2020 2021 2022 2023 2024 2025E 2026E 2027E
Share Capital 1,290 1,290 1,290 1,290 1,290 1,294 1,295 1,295 1,295
Reserves 28,460 28,940 31,110 31,890 36,700 37,030 38,544 40,614 43,130
Net Worth 29,750 30,230 32,400 33,180 37,990 38,324 39,838 41,909 44,424
Minority Interest 120 130 180 570 1,570 3,370 4,207 5,220 6,469
Loans 3,490 3,350 3,480 3,450 4,750 3,830 3,250 3,050 2,850
Capital Employed 33,360 33,710 36,060 37,200 44,310 45,524 47,296 50,179 53,743
Gross Fixed Assets 11,180 12,650 15,450 17,910 22,240 28,590 31,090 33,090 35,090
Less: Accum. Depn. -3,210 -4,070 -5,460 -6,850 -8,400 -9,980 -11,682 -13,514 -15,462
Net Fixed Assets 7,970 8,580 9,990 11,060 13,840 18,610 19,408 19,576 19,628
Capital WIP 450 580 240 390 670 440 440 440 440
Goodwill 5,030 5,380 6,130 6,540 8,620 8,630 8,630 8,630 8,630
Investments 4,500 7,330 8,540 8,280 10,960 6,020 6,020 6,020 6,020
Current 3,910 6,280 6,280 6,410 5,780 2,590 2,590 2,590 2,590
Non-current 590 1,050 2,260 1,870 5,180 3,430 3,430 3,430 3,430
Deferred Charges 0 0 0 0 0 0 0 0 0
Curr. Assets, L&A 29,120 26,560 28,340 29,420 33,910 39,830 37,444 42,626 48,748
Inventory 14,110 13,800 11,280 14,009 12,250 13,360 14,175 15,641 17,189
Account Receivables 5,170 5,390 3,880 6,520 10,150 10,690 6,793 7,515 8,272
Cash and Bank Balance 5,520 2,790 9,250 5,391 7,560 9,430 9,659 12,176 15,495
Others 4,320 4,580 3,930 3,500 3,950 6,350 6,818 7,293 7,791
Curr. Liab. and Prov. 15,600 16,250 18,200 19,270 23,370 25,900 22,537 25,003 27,612
Current Liabilities 3,880 4,240 5,190 4,430 7,260 8,780 9,658 10,624 11,686
Accounts Payable 9,440 9,780 11,340 13,440 14,520 15,810 11,369 12,638 13,919
Provisions 2,280 2,230 1,670 1,400 1,590 1,310 1,510 1,741 2,007
Net Current Assets 13,520 10,310 10,140 10,150 10,540 13,930 14,907 17,623 21,136
Deferred Tax Liability 1,890 1,530 1,020 780 -320 -2,110 -2,110 -2,110 -2,110
Application of Funds 33,360 33,710 36,060 37,200 44,310 45,520 47,296 50,179 53,743

E: MOFSL Estimates
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Ratios
Y/E March 2019 2020 2021 2022 2023 2024 2025E 2026E 2027E
Basic (INR)
EPS 8.6 8.1 9.1 9.5 10.1 11.4 12.7 14.1 15.4
Cash EPS 8.2 9.1 10.1 10.6 11.3 12.7 14.0 15.5 16.9
BV/Share 23.1 23.4 25.1 25.7 29.4 29.6 30.8 32.4 34.3
DPS 5.0 6.8 7.5 9.3 9.5 10.5 11.5 12.5 13.5
Payout % 57.8 85.3 81.6 97.5 94.1 91.7 88.5 86.7 87.4
Valuation (x)
P/E 72.3 76.8 68.7 65.9 61.9 54.6 49.3 44.3 40.5
Cash P/E 76.1 68.5 62.0 59.1 55.3 49.3 44.7 40.3 36.9
EV/Sales 10.9 10.9 9.8 8.4 8.1 8.3 7.4 6.7 6.0
EV/EBITDA 60.3 54.4 49.9 47.4 43.8 39.3 36.7 324 28.7
P/BV 27.1 26.7 24.9 24.3 21.2 21.1 20.3 19.3 18.2
Dividend Yield (%) 0.8 1.1 1.2 1.5 1.5 1.7 1.8 2.0 2.2
Return Ratios (%)
RoE 40.4 35.0 37.5 37.3 36.6 38.8 42.0 44.7 46.3
RoCE 37.7 33.1 35.3 35.0 33.5 34.7 35.8 37.8 39.4
RolC 49.0 44.2 55.6 58.7 52.0 52.9 50.7 54.7 60.5
Working Capital Ratios
Debtor (Days) 26 27 18 25 38 40 23 23 23
Asset Turnover (x) 2.2 2.2 2.2 2.5 2.2 2.1 2.3 2.4 2.4
Leverage Ratio
Debt/Equity (x) 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Cash Flow Statement
Y/E March 2019 2020 2021 2022 2023 2024 2025E 2026E 2027E
OP/(loss) before Tax 12,570 13,740 15,401 15,988 17,430 19,370 21,409 24,243 26,935
Others -460 -100 -231 22 -580 -510 648 843 1,096
Depreciation 1,310 1,500 1,390 1,390 1,550 1,580 1,702 1,832 1,948
Interest Paid -140 -220 340 390 70 -40 550 550 450
Direct Taxes Paid -3,200 -2,900 -3,240 -3,460 -3,690 -3,780 -4,817 -5,818 -6,788
(Incr)/Decr in WC 210 330 7,230 -3,728 -590 -2,260 -931 -407 -434
CF from Operations 10,290 12,350 20,890 10,602 14,190 14,360 18,562 21,243 23,207
(Incr)/Decr in FA -1,430 -1,860 -3,210 -3,020 -1,570 -1,350 -2,500 -2,000 -2,000
Free Cash Flow 8,860 10,490 17,680 7,582 12,620 13,010 16,062 19,243 21,207
(Pur)/Sale of Investments 1,030 -1,890 0 -130 -7,560 2,450 0 0 0
Others 609 130 -1,380 870 2,709 1,830 0 0 0
CF from Invest. 209 -3,620 -4,590 -2,280 -6,421 2,930 -2,500 -2,000 -2,000
Issue of Shares 0 0 225 453 90 340 1 0 0
(Incr)/Decr in Debt -50 -690 130 -30 1,280 -910 -580 -200 -200
Dividend Paid -6,820 -10,250 -9,675 -11,933 -6,070 -12,290 -14,890 -16,184 -17,479
Others -110 -520 -520 -670 -900 -2,560 -364 -336 -204
CF from Fin. Activity -6,980 -11,460 -9,840 -12,180 -5,600 -15,420 -15,833 -16,720 -17,883
Incr/Decr of Cash 3,519 -2,730 6,460 -3,858 2,169 1,870 229 2,518 3,319
Add: Opening Balance 2,001 5,520 2,790 9,250 5,391 7,560 9,430 9,659 12,176
Closing Balance 5,520 2,790 9,250 5,391 7,560 9,430 9,659 12,176 15,495

E: MOFSL Estimates

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