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BUY
Jyothy Laboratories Limited

Over the years, Jyothy Laboratories Limited (JLL) has evolved into a multi brand FMCG
company from a single product proprietary firm. It is into the manufacturing and
marketing of products in fabric care, mosquito repellant, surface cleaning, personal care
& incense sticks and owns major brands like Ujala, Maxo, Exo and Jeeva. The company
has 21 manufacturing facilities in 14 locations across India, some of which are tax
efficient units. It has 3,000 distributors, over 1,500 field staff and direct reach of over a
million retail outlets.

It forayed into organized laundry business in 2008 through its subsidiary, Jyothy
Fabricare Services Limited (JFSL). JFSL provides service under two broad categories—
retail and institutional. ‘FABRIC SPA’ and ‘SNOWAYS’ are the premium and economy
service brands under the retail category. Both premium and economy category offers
door-to-door service. Under the institutional segment, it taps hotels, service apartments,
paying guest accommodation, hostels and airlines. As usual, where retail segment gives
high margins, the institutional segment generates high volumes.

KEY INVESTMENT ARGUMENTS

» Strong brand with increasing market share (by value)

Its Ujala brand is a leader in the fabric care segment. Ujala enjoys a market share of
72%. In fact, during FY10, the market share has improved marginally. Similarly, in
the homecare products—Maxo and Exo—gained market share. The market share of
Maxo has increased to around 24% in FY10 from around 23% a year ago. Also, it
has improved in case of Exo. Currently, Exo has a market share of around 24% in
South India and around 9% on national basis. Management aims to increase the
national market share of Exo to 25% in the next three years.

» Margin expansion

The profit margins have improved during FY10. PBDIT margin expanded to 18.0%
in FY10 from 14.2% a year ago. Similarly, APAT margins have also improved to
12.5% from 9.4% during the same period. On the back of hike in the price of Ujala,
the profit margins are expected to get bolstered further during FY11, however, only
marginally. Marginal improvement on the margins is due to the fact that the gain
from price hike in Ujala will partially be absorbed by the advertisement cost likely
to occur on national launch of Exo. Two of its manufacturing units enjoy 100% tax
benefits, which will last till 2013.

» Debtless balance sheet

For the last six years, the balance sheet of the company remained debt free. The
management indicates that the company would like to continue to be debt free.

» Robust Distribution channel
JLL has strong distribution channel with more than 1,500 field staff serving over
3,000 distributors. Including both rural and urban, it has direct reach to more than a
million retail outlets.
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Backward integration to give competitive edge

Backward integration and continuous thrive for technological innovation makes
JLL cost competitive. The Company has in-house facilities for manufacturing
containers and its machinery. In fact, because of this, it has been able to hold the
price of its standard 75ml bottle of Ujala fabric whitener at Rs 10 per piece for over
three years. Recently, the price was revised to Rs 12 and now management plans to
increase it to Rs 14 per piece.

Decent growth expected for FY11

During FY 10, on trailing 12 months basis, the top and bottom line grew by 28% and
38%, respectively. This was led by volume growth as JLL did not go for any price
increase. The contribution to the top line from the Fabric care segment stood at
47%, whereas, Repellant contributed 31%. During FY11, we expect relatively
higher contribution from the Dish-washing segment as compared to FY 10 level due
to national launch of Exo. For FY11, we expect the top and bottom line of the
company to grow by around 22% and 25%, respectively.

Brand extension to reap benefit

After the success in Kerala, Ujala Detergent, an extension of Ujala brand, is being
offered in Karnataka and Tamilnadu. Similarly, Ujala Stiff & Shine is being sold in
other part of the nation after Kerala. JLL’s strategy to cater to masses in rural areas
with coil, where no electricity is required and with liquid vaporizers and sprays in
urban areas, augurs well.

Expansions in terms of new products

We expect JLL to expand its product portfolio in the homecare segment. For the
same, we expect the company to go inorganic rather than developing the new
product in-house.

Laundry business to add value

Currently it operates in Bangalore but the management intends to expand it in
Chennai, Hyderabad and Pune during FY12. For advertising the company will focus
on print, radio and outdoor branding. In fact, one of the marketing strategies is to
tap manufacturers of branded cloth and garments to establish direct contact with
their clients. Institutional clientele includes names such as ITC-Fortune, Mapple,
Hotel IRIS in hotel & resorts category, Lufthansa, Air France in airlines and
Oakwood-Prestige, Sterling Suites in the service apartments category.

KEY CONCERNS

Increase in crude price

A major part of the raw materials consist of petroleum products and hence steep
hike in crude oil price will affect its profitability.

VALUATIONS

JLL, Rs 1683.6 cr. company by market capitalization, is currently trading at a share
price of Rs 231.9. Current EPS is Rs 10.2, which translates into a PE of 22.6. In
terms of price to book value, it is current available at 4.9 and 2.8 in terms of market
cap to sales ratio. We expect the bottom line to grow at 25% for FY11. Given the
possible margin expansion and growth prospects the stock is an attractive buy.

We recommend a “BUY” on the stock with an investment horizon of 10-12 month
and target price of Rs. 290.
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ORGANIZATION STRUCTURE

Jyothy Laboratories Ltd.
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FINANCIAL STATEMENTS:
Income Statement: Standalone Rs. Crores
Particulars Q4FY10 Q3FY10

Net Sales 189.5 134.9 144.5 40.4 31.1

Other Income 2.1 33 2.1 -34.7 29

Total Income 197.6 138.5 147.4 42.7 34.0

Total Expenditure 158.9 116.5 117.1 36.4 35.7

PBIDT 38.7 21.9 30.3 76.3 27.4

PBIDT Margin % 20.4 16.2 21.0

Interest 0.5 0.0 0.2 1025.0 125.0

PBDT 382 21.9 30.1 74.6 26.7

Depreciation 32 2.6 24 24.0 36.2

PBT 35.0 19.3 27.8 81.3 25.9

Tax 7.9 2.5 6.3 220.3 26.1

Adjusted PAT 27.1 16.8 21.5 61.0 259

NPM (%) 14.3 12.5 14.9

Financials: Consolidated Rs. Crores
Syr
201003 200903 200803 200703 200603 200503 CAGR %

Share Capital 73 73 73 7.3 7.3 73
Networth 346.9 3255 292.6 253.8 2172
Capital Employed 3474 326.0 2934 254.0 2173
Total Income 614.1 390.9 414.0 447.0 369.3 312.2 14.5
Total Expenditure 504.5 334.5 338.8 381.5 314.5 278.8 12.6
Revenues 596.3 385.2 397.6 421.9 357.5 308.3 14.1
PBIDT 109.6 56.4 75.2 65.6 54.8 334 26.8
Other Income 11.1 7.6 14.2 11.5 12.1 6.0
Interest 1.7 0.7 0.7 0.2 0.2 0.1
Depreciation 12.4 7.5 8.0 6.6 5.7 5.0
PBIT 97.2 48.9 67.2 59.0 49.2 28.4
APAT 743 384 44.9 51.7 39.8 27.1 22.4
Operating Cash Flows 29.9 56.6 32.4 51.2 39.0
Free Cash Flows 27.7 -5.8 15.5 48.1 339
Dividend % 400.0 200.0 200.0 125.0 125.0 30.0
CEPS (Rs.) 5.8 382 39.0 61.0 373
EPS (Rs.)* 10.2 6.4 32.7 34.5 532 30.4 -19.6
Debt-Equity Ratio 0.0 0.0 0.0 0.0 0.0
Interest Coverage Ratio 68.9 98.9 327.6 327.8 429.5
RoNW % 14.8 16.1 18.8 16.9 13.3
PBIDT Margin % 18.0 14.2 18.3 15.1 15.0 12.4
PBIT Margin % 15.8 12.3 16.4 13.6 13.4 10.8
APAT Margin % 12.5 9.4 12.2 11.9 10.9 8.5
Total Asset Turnover Ratio 0.9 1.1 13 13
Fixed Asset Turnover Ratio 1.9 2.6 4.3 44
Market Cap/Sales 2.8
PE Multiple 226
P/BV Ratio 4.9
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Disclaimer: This document has been prepared by Bajaj Capital Centre for Investment Research (BCCIR), a unit of Bajaj Capital
Limited (BCL). BCL and its subsidiaries and associated companies form an integrated unit imparting investment banking,
investment advisory and brokerage services in stocks, mutual funds, debt, real estate, personal finance etc. Our research
analysts and sales persons provide important input into our investment banking and advisory activities.

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official
confirmation of any transaction.

The information contained herein is from publicly available data or other sources believed to be reliable. We do not represent
that information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared
for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The user
assumes the entire risk of any use made of this information. Each recipient of this document should make such investigations as
it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this
document (including the merits and risks involved). The investment discussed or views expressed may not be suitable for all
investors.

Affiliates of BCL may have issued other reports that are inconsistent with and reach to a different conclusion from the
information presented in this report.

This report is not directed 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, regulation or which would subject BCL and affiliates to any registration or licensing requirement within such jurisdiction.
The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons
in whose possession this document may come are required to inform themselves of and to observe such restriction.

BCL & affiliates may have used the information set forth herein before publication and may have positions in, may from time to
time purchase or sell or may be materially interested in any of the securities mentioned or related securities. BCL and affiliates
may from time to time solicit from, or perform investment banking, or other services for, any company mentioned herein.
Without limiting any of the foregoing, in no event shall BCL, any of its affiliates or any third party involved in, or related to,
computing or compiling the information have any liability for any damages of any kind. Any comments or statements made
herein are those of the analyst and do not necessarily reflect those of BCL and affiliates.

This Document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed
and may contain confidential and/or privileged material and is not for any type of circulation. Any review, retransmission, or any
other use is prohibited.

Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. BCL will
not treat recipients as customers by virtue of their receiving this report.

Disclosure of interest:

1. BCL and its affiliates have not received compensation from the company covered herein in the past twelve months for Issue
Management, Capital Structure, Mergers & Acquisitions, Buyback of shares and other corporate advisory services.

2. Affiliates of BCL are currently not having any mandate from the subject company.

3. BCL and its affiliates do not hold paid up capital of the company.

4. The Equity Analyst and his/her relatives/dependents hold no shares of the company covered as on the date of publication of
research on the subject company.

© Copyright in this document vests exclusively with BCL.
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