&

“Jyothy Laboratories Q2 FY14 Earnings
Conference Call”

October 22, 2013

MANAGEMENT: MR.M.P. RAMACHANDRAN
MR. ULLASKAMATH
MR. S. RAGHUNANDAN

Page 1 of 18



M oder ator:

M .P. Ramachandran:

Ullas Kamath:

Jyothy Laboratories Limited
October 22, 2013

Ladies and gentlemen, good day and welcome talybthy Laboratories Q2 FY’14 Earnings
Conference Call. We have with us on the call today MiiP. Ramachandran — Chairman and
Managing Director, Mr. Ullas Kamath — Joint ManagiDirector and Mr. S. Raghunandhan —
Chief Executive Officer. As a remainder for the diama of this conference all participant lines
will be in the listen only mode. There will be appwrtunity for you to ask questions after the
presentation concludes. Should you need assistiuragg this conference call, please signal an
operator by pressing “*” then “0” on your touchtopkone. Please note that this conference is
being recorded. | now hand the conference overtoM/P. Ramachandran. Thank you and over

to you Mr. Ramachandran!

Good evening friends, | welcome all of you for thal to discuss our second quarter as well as
first half-year results of 2014. Mr.Ullas Kamathliwieke you through the results and other
developments during the quarter with Mr.S,Raghunantiaw | handover the call to Mr. Ullas

Kamath.

Good Evening everyone. We have already sharedesuits with all. Net Sales for the quarter is
at Rs. 305 Crore, up 33% and net profit is at Rs.Z¥d@e. EBITDA for the quarter stood

13.9% and EPS is at Rs.1.26 as against Rs.0.08 ligreaeriod. If you see the half yearly

numbers, Net Sales is up by 22% at Rs.624 Crorepnoit is at Rs.49.6 Crore up 21% and
EBITDA at 14.6%.

We had given a guidance of 20-25% topline growtle. &k already at 22% during the first half
of the year and we are sure that we will be ablm&ike up the rest in the coming six months.
EBITDA we had given an indication between 14% -1®éspite the difficult scenario what the
industry is going through, our EBITDA for the firlsalf of the year is at 14.6% as against 10.5%
when compared to the earlier period last year.pigfit is at Rs.49.6 Crore, up 21%. This is after
taking a hit on amortization cost for two quartevhjch is Rs.20-odd Crore

In the board meeting, apart from the regular bssinge did discuss on couple of other things.
One was to authorize the board to raise an NCD @fdRsCrore. As you all know, we are getting
healthy numbers and so the board felt that thikégime for us to conserve the liquidity because
right now we are paying the principle and the ies¢rWe need more money to grow the business
in the coming quarter. Hence the board has authnis to raise the NCD up to Rs.400 Crore
with 11%, 0 coupon redemption and premium payatetfe three year period. Also promoters
are now entitled for 1.5 Crore of equity shares #iatuld get us about Rs.250 Crore. So together
with Rs.650 Crore of money coming in over the next85 days, based on all the compliances,
our existing loans, what we have in the books @uatiRs.600 Crore, completely becomes zero.
The NCD repayment will happen only after three yedosg with the redemption premium and
to that extent we will have enough surplus withia tompany to invest back in the business for
the next phase of growth. Now | will request Ragmdiean to take you all through our
performance during the quarter in detail.
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Basically | will be starting with the result's sheathich was declared today for the quarter and
for the half-year. Basically | will be only talkingbout the environment in which we are
operating instead of just repeating the numbersg;tware already there in front of you. Basically
some of the negative factors that have happenttiquarter as far as environment is concerned
is the high inflationary situation in the econonmgdat did had an impact on our margins to some
extent, we have quantified about Rs.6 Crore as tipadimn the quarter because of inflationary
impact largely coming through freight increased thiea had to grant to the transport operators.
So, roughly about 2% EBITDA impact has happened umzaf an inflationary situation in the

economy.

The second issue was of course, a very competitiméext in the detergents business both are
big multinational competitors in this space havemices and offered more consumer offers in
an inflationary environment. So the detergentsrmss did go through some stress. Even though
we have grown in the detergents business in thastey our growth could have been far better if
not for the very competitive intensity that we sawthis quarter largely through competitive
efforts.

Other than these two factors we have also hadssamound a lot of disturbances in Andhra
Pradesh, which has impacted our business in Sowghrhe extent largely in coastal Andhra and
to some extent in Telangana. We also had flood&ujarat and Madhya Pradesh during this
quarter and also did not have a great season oquiteseplants in UP. The season had not set
in properly this year because of temperature flatbbms. So there are some issues, which happen
in environment as it could happen in every quattes, quarter also there had been some impact

because of these three issues.

So one needs to look at the results in this contetwithstanding these negative environments
we continue to invest behind brands as we werekamgabout. So we have invested more than
Rs.20 Crore in advertising and promotions this quasewell we have done overall Rs.23-24
Crore of advertisement on mass media, which hatedtarelding results. Even last quarter we
started spending money media. Hence most of oegodes and power brands have grown very
healthily in this quarter. We had 33% revenue ghowiur power brands grew by 36% in this
quarter. So overall very healthy topline growthhis quarter and an EBITDA margin 14.6% at a
half year level.

We have also spoken about 20%-25% revenue grawtié full year. We do not see any reason
why we should not continue to stand by the ovegaltlance. So if you look at the results it is

extremely good and the results highlights are tiretee next sheet for you. So basically you can
go through we have had 33% revenue growth and atge Iportion of it has come through

volume growth of 25%. If you look at our gross niasgit stands at 47% today as compared to
46% in the same period last year. So obviouslyig just 1% improvement at the gross margin
level it is also because of some inflationary imghat we have seen in this quarter. But in spite
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of that there has been a healthy improvement in EBIThargins from 9.3% last year to 13.9%

this year and our PAT therefore stands at clo$®st@1 Crore for the second quarter.

The cash profit for the quarter is at Rs.36 Crobse we also have the amortization impact in
the quarter. The whole portfolio has done very wElle power brands have grown by 36% in

this quarter. The detergents business growth hars flewer as | explained to you before and our
new campaign of Ujala actually has been well rezztignd we have grown very healthily in this

quarter on Ujala brand. Our investments in the Sonth markets continue to be high and we
had spent much more money in the satellite mel@list quarter and our non-South markets
therefore are growing at a far healthy growth cdté2% in this quarter.

If you see the next chart you see that our nortfSoantributions today stand at 55% in this

quarter and for the half year 57% of our revenuessaming from non-South.

Going to the next chart which is on EBITDA analysis are just trying to give you a breakup of
the reasons why EBITDA was slightly lower in thisayeThere has been some mix impact as
well. You can see that the Ujala Fabric Whitenertgbutions to total sale is 15% in this quarter
as opposed to 20% last quarter and Maxo, because gkason, we had 17% of overall revenue
contribution through in this quarter as opposed 186 last quarter. Maxo is lower margin than
Ujala and therefore there is some mix impact whschetting reflected on the overall EBITDA
margin. But in spite of all these situations, | thour EBITDA margins are still healthy at 13.9%

and going forward it can only improve marginally.

So the next chart gives you some breakup of hovargeprogressed on EBITDA from last year
to this year. If you just see the column two wheeeare trying to compare vis-a-vis last quarter
what happened on the EBITDA margin we can see theimpact is that we have spent slightly

lower on advertising and sales promotion.

So coming back to the next chart, this is abogirant wise sales growth. You can see that
across the portfolio we have delivered very healjhgwth of soaps and detergents. Segment
result which includes all detergents and includesand Exo all of them have done extremely
well. We have grown by 35% in this quarter. Our leocare portfolio, which largely includes
Maxo and scrubbers in dish wash have also grow879% in this quarter. So, overall all brands

have grown healthily resulting in an overall reverguowth of 33% for the quarter.

Moving on to the next chart, which is about A&Resgs, you can see that we had spend about
10% of our revenue on A&P. We started investingpanbrands last year and also in this quarter
we did spend close to 10% on A&P. Broadly we hadcetéd that we will spend 10%-12%
behind brands.

The next chart shows the cash profits for the tguand for the half year. So we have generated

a cash profit of Rs.36 Crore for this quarter and watively for the first half year we have
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generated a cash profit of the Rs.50 Crore. Thisided amortization impact, basically 45 Crore,
which we are writing off as goodwill after the acgjtion of Henkel. Rs.11 Crore per quarter

comes as amortization hit every quarter.

So the next chart is on the debt status. If ymk lat the debt status, we are currently holding
Rs.635 Crore of debt as on September 30 and hopéfsifould not be there by the end of the

next quarter.

The next chart is on market share. In most plaegsmarket share has remained steady as
reported by Nielsen. But in my experience, theralgys a bit of lagged effect of two to three
months. We expect that in line with the sales fasbéch we have delivered, the market shares
will also show a rising trend when we start lookatgt on the next quarter onwards. So no great
story on market share and in most places we hakkedmares and in only one place we have
dropped the market shares, which is in this disehwiauid. But notwithstanding these drops,
every single brand has grown excess of 35% incihéster.

In terms of key business initiatives and what haeedone as a team, there is one good news that
| wanted to be share with all of you. We have apgal a new Vice President Sales and
Marketing for the business The next chart is alRangladesh operations. We have started
commercial operations. Ujala production started Aagust 29, 2013 and going forward we

would see more brands being launched in Bangladesh.

As regards to the R&D facility, which is the nextge, we have a full fledged R&D lab, which is
running in our head office since July 9. We haveirdrouse analytical product available and
microbiological facility. Now we have the entire arfewithal to do consumer relevant

innovations on our brands.

In terms of supply chain efficiencies, we haveetakome initiatives in this quarter. Inventories
have come down from 55 days to 47 days. We ha@da#bout our supply chain project with
IBM. We commissioned that project in December queated will be receiving some results in
terms of inventory reductions because of the sessrdapply chain which will start functioning
through new software. We would be implementinghiQctober and going forward we will see

some efficiency in the way we manage working cépita

The key initiatives chart remains the same whahag mentioned during last quarter, which is
basically continued investment behind brands omaralRdia basis, gain market shares across all
power brands and consolidate our sales and distiibmetwork across India and definitely do
some power breaking innovations in the detergentsiness and the household infecticide
business, which we have talked about in the pastvé& will see some innovations, which will
happen in a few months both on flagship detergeards as well as on our household infecticide

brands. So basically these are the highlightsebilsiness.
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Now we would like to open the floor for questidasnswers. Thank you very much.

Thank you. Ladies and gentlemen we will now begim question and answer session. The first

question is from the line of Hemant Patel from ARiapital. Please go ahead.

Hi everyone. Congratulations on a great set of nusaldeist a few questions. Firstly Raghu, you
mentioned that there is a delay in terms of sadfieating on the Nielsen’s numbers. Just wanted
to understand whether the primary sales, which ngedaing right now to the new distributors

that we have recruited over the last few monthabably one of the reasons why we are seeing
this kind of a volume uptake in the sales and wdrenwe likely to see more of a transmission or

full demand coming in from the secondary sales?

See we do have secondary sales software in theaaom@®o our primary sales are moving in
line with secondary. We are not up-stocking thddrs5o whatever sales increases, primary sales
that we are reflecting is also getting reflectetbtiyh secondary sales numbers, which means
sales from distributor to market and there is nestgqeking happening at the distributor end. If
you look at the first and the second quarter numbieere is no up-stocking at all and we have
numbers to prove that. So what it means that Nigges the sample of around 4000 shops across
the country and therefore if there is a lag eff@bich impacts the market share. So we have
started doing well in the last three to four mordhsl we hope that it will start reflecting in the

market share unless and until the whole industgyasving at 30% to 40%.

What is the typical inventory that is there in thealer level?

Close to 30 days.

So that 30 days is what you are saying is moress inaintained over the last quarter as well?
That is fairly constant.

In terms of detergents, we did launch the Ujala éBBround Rs.85 a Kg and | think that is pretty
much fairly priced compared to Rin, which is at elds around Rs.84 or 85. But | guess Rin is
giving some sort of freebies. Is that the only oeashy we are feeling this pain in terms of

growth or am | missing something else out here?

Actually a big reason for this is promotional aittivdone by both the competitors, P&G and
Unilever. Saying that we are still selling Ujala IBorth about 1.5 Crore a month even in these
market and going forward we need to significanttgpsup spends because what these
competitors have done is they have also given mftand also their share of voice has been
extremely high over the last three months. So bdirertising and promotion impact has been at
the highest level and what we understand is tteatiole market is cracking because clearly this
is the strategy to gain shares in this environm8atdetergents business is one bad news for us

as of now. When | say bad news we have not decliwés have grown even in the detergents
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segment in this quarter but obviously the growth baen lower than the other categories that we

have witnessed.
Could you highlight how Henko has done on the preménd?
We have grown by around 18%-20% in this quarter.

Two final questions. First one on the A&P spenckdall that you did mention that 10%-12% is
the level of A&P spends that you will have in FYBUt | probably presumed that you will have
a much larger spend on advertisements rather th@nqtions. Is the mix between above and

below the line likely to change going ahead?

Not really.

Where are we spending, in terms of promotions®riwinly on the detergent portfolio is it?
It will be on dish wash and detergents.

One final thing, | guess Ullas can answer thisehms of the capital raising from the promoters,
there was a mention on the press release that wikktee a buy-out of the fabric spa stake from
IL&FS. What proportion of this would actually gotinthat buy-out and how much would be
actually retained within the company if any?

IL&FS stake is at Rs.50 Crore and if | take the IRRL4% it should be about Rs.70. But we
have not negotiated yet and the documentationdaggppen. At the company level, the entire
business is under control and we are getting thealosales and profitability. But one of the line
item what you see and has a major impact on us istarest payout. So objective was how we
get out of this interest payment of about Rs.60-6dr&Cevery year. Also we do not see any
likelihood of interest coming down in the near fituSo we the board felt that why not we go for
a long-term debt in the form of NCD with the zerapon interest and redemption payable at the
time of maturity. This helps us to retain the enBBTIDA with the company to use that for the
purpose of the growth. Now as Raghu said that nevhave to spend more money on business
because we have to grow at a higher level in theirg three years. The second one is that
promoters are interested in investing so that thieesinterest payout will go out. Out of the tota
Rs.650 Crore, Rs. 400 plus Rs. 250 which comes froomgers 650 Crore will be there and
then indirectly the IL&FS, whatever they have inegesin JFSL that also carries the indirect IRR.
We thought that why not consolidate everything. arswer your question, pay out to JFSL

buyback should be about 70 Crore.

Just one final question. The primary infusion frthra promoters and the benefit of lower interest
cost from NCDs, is there a working in terms of howcim interest benefit that we would get, for
let us say from the next quarter because this woajgpen in a over this quarter?
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Rs.60 Crore.
Around 60 Crore, interest cost reduction?

Now on 600 Crorewe are servicing 11% and quarter-on-quarter mordess our debt is
remaining the same because we are flowing cash intxkhe business. The new launches will
happen in the coming quarters and for working edpie are investing back. So if you see the
last two-three quarters, our payout for quarteaamterest alone is about Rs.15 Crore. And again
the other one is that we have now started payiegptincipal back to the term loan. We have
already paid an installment of Rs. 68 Crore. So waatowvant to have any kind of pressure on

our liquidity and hence this decision.
Fair enough. Thanks a lot.
Thank you. Next question is from the line of AtueNta from Edelweiss. Please go ahead.

Good evening Sir. One question in terms of grovatwieen the two quarters like Q1 and Q2. So
in Q1 we had about a 13% growth and Q2 we have tetrgrowth at 33%. Another thing, in
Q1 we saw growth in south markets little bit on tbever side and Q2 we have seen south

markets being robust in terms of 20%-25% growthw8at is the reason behind this difference?

I think it is fair to say that you should take first half figures, which you see as a more aceurat
reflection of reality. So if | have to look at thesiness at the end of first half we have grown by
22% in revenue terms and we had given a guidanc22®-25% growth. There are always
changes in the brand mix and change in the waypeeate during every quarter. So you should
look at the first half situation. | would not expgou to hazard a guess and say that we will again
grow by 13% that is also not reality, again takargassumption of 35% growth quarter-after-
quarter that also may not be reality. So | thimktfhalf results would be more accurate in terms

of understanding where we are in terms of treneklin

Right and my second question was in terms of therakpenses component generally that we
have seen on a QOQ basis. So what would that ¢o®ail

At an overall level | think you can take the whiitst half figure. We have indicated to you that

other expenses have gone up in the second quarteuse of increase in freight charges
Thanks for taking questions. Congratulations favdyeet of numbers.

Thank you. Next question is from the line of Sarfam from Motilal Oswal. Please go ahead.
You are saying that you want to replace the interest with the equity infusion. Because you

are replacing a lower cost fund with higher costdfuight, | mean, could you give us a little bit
more insight into the same?
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It is a simple working what we have. Presently campis paying 11% interest on overall debt
and we want liquidity in place to build the busimdsr the next three years. We are hoping that
the interest cost will come down but it looks likeés not coming down in the near future. The
objective for us was that how do we bring down,ustiave raise in entirety through NCD or
entirety equity. So we felt that it is a combinatiof both and this is what we have done due to

which the organization will not pay any interest fioee next three years.
Both will happen in Q3 itself?

Yes, it will happen once we get the regulatory ideae. The objective is to get in the money and
that is why we are going for a safe allotment adreB on the preference basis and not through

the warrant route.

You have decided upon the prices the same?
As per SEBI guidelines.

Thank you.

Thank you. The next question is from the line offash Agarwal from Sundaram Mutual Fund.

Please go ahead.
How will the shareholding pattern look like posistbuyback of stake from IL&FS?

What we are buying back is basically the convestidébentures. So those debentures will be in
the hands of Jyothy Laboratories Limited, but othse the shareholding remains the same as |

talked before.

So, basically now the shareholding would be witbtlly Labs, you and some amount of private
equity?

Private equity is what we are buying out now. Seréhwould not be any private equity. We are
reorganizing the entire balance sheet of entiregeompanies together to get the NCD and with
the promoter’s investment coming into Jyothy, we tying to manage the entire group holding

together in the best interest of the organization.

So, even in terms of convertibles or preferenceeshthere would be no other private equity
holding in JFSL now?

Not at this point in time. But because we are tyyim convert JFSL profitable at EBITDA level

and probably require for second phase of expartbiemwe will try to see what to do. But at this
point in time the objective is to consolidate evRityg at one place.
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Sir, what would have been the topline for JFSLtfar first half and what kind of growth are we

looking at? Also on profitability if you could steasome numbers?

For the first half, topline of JFSL is at about RS. Crore. For the second half we expect the
same, and EBITDA to be positive by March 2014.

How much have we done in EBITDA for the first half?
First half is around negative of about a Crore a@.tw
Thanks a lot. All the best.

Thank you. The next question is from the line of &K from HDFC Mutual Fund. Please go
ahead.

Thanks for the opportunity. Ujala Liquid Fabric Wlrier seems to have grown by about 70%-
80% for the quarter. What is driving this kind ebgth?

Yes we have seerery healthy growth for Ujala liquid, both in Q1ca®2. One of the reason is
it is not reflecting in market share increases. $am also quite puzzled in terms of
understanding this because the value and volumaetigschave been healthy but the same from a
market share perspective is still showing 71% shépéume growth has come in all markets but
to understand the growth, it has been better inmhekets where there are a lot of unorganized
brands and healthier than in other markets wherevepriced competition seems to have been
there.

So my own hypothesis is that there is upgradatidrich is happening from following sources.
One your total ml users are moving to 75 ml and 260So we are seeing some consumption
increases which have happened on this brand postew packaging and communication. The
second trend we are seeing is that growth is bigttitve markets where there are more low priced
competitors. The third thing also is because of sleek packaging, it seems to have put some
spurious manufactures at bay. So there is some esshspurious activity on Ujala which is
happening today than what was happening histoyicdihce so many things have changed, it is
very difficult for me to pinpoint one single thitigr these growths. What we are trying to do as a
business is not take these growths for grantedaenare working hard on Ujala to ensure that we
are able to sustain these levels of performancesygorward in the future, but there are three

impacts. | hope you understand what | am tryingay.

Thanks. The last question is that you mentionetitttepurpose to bring in promoter’s infusion
and to take the zero coupon bond is to bring inidiify and drive growth. Does it mean that your

A&P spend will spike up significantly going forwaedter this money comes in?
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No. As mentioned in past, 10%-12% of money will gng in for advertisement and sales
promotion. But having said that, if in a particutararter we have to spend 15%, we will do that.
There are no doubts in our mind because typicalgrwe are launching new products in the
category where we are present we should have samdeok freedom to spend more because
finally it is a competitive market. We need to g#ie market share and we need to be there.
Also, if | want to go for some kind of an inorgargcowth, we need to have money with us.
Hence we have decided to have a complete liqufdéggdom, which we would say for the next

three years, which will help the entire managentesutn take the business to the next level.

Great sir thank you very much and congratulatiomsuperb set of numbers. Good luck for the

next quarter.
Thank you. Next question is from the line of Rahufr8m Geojit BNP Paribas. Please go ahead.

Good evening Sir. How are we going to meet thesgroargin expectation? Will there be a price
increase in the coming quarters or will it be ldydsased on the supply chain efficiencies that we
expect?

We are very confident that we will be able to maet guidance. Even today we are at 13.9% in
spite of all these issues. So we have indicated BBITnargin of 14% to 15% and we will

broadly be there.
So will there have been any price increase in tmilng quarters?
As of now no.

Sir in the last quarter we were talking about sdmeakthrough innovations in Henko and Maxo
right?

Yes you will see it in the market in next threddar months time, may be by March quarter.
Thanks. That is it from my side.
Thank you. Next question is from the line of Ashislirom Elara Capital. Please go ahead.

| just wanted to understand that you mentioned RE€&0e of cash generation happened in the
first half. But if | look at the borrowing in the laace sheet during March to September it almost

the same. So could you help me reconcile this?

Mainly the dividend payout of Rs.50 Crore happenedhmn last quarter and then subsidiary
investment has happened about Rs.15 Crore and inteoesne, what we have shown as an
income from the subsidiaries there is inter-compaaysaction.
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Sir there was one concern raised by the previollercAs we are keeping excess funds with us,
we can invest whenever it is needed. That esshntedds to understanding that your A&P

might be much higher or whatever steps we takeppart sales would be much higher and that
would essentially impact our operating expensesthadnargins. These two are basically to my

mind to be linked. Is there any other way?

No, everything is linked. There is no doubt in minch We are happy that by spending 10%-
12% our management team is delivering 33% toplireevth. All we are trying to say is that
there should be some freedom for the managememtasave have some new launches lined up
in the coming quarters. As we have seen in thettmse quarters delivery of numbers is there in
place and we are very confident of whatever is bapyg now. Keeping all these in mind, we felt
that we should not have hand to mouth situatidryoll see our bank balance and our debt status
during the last three quarters, we are hoveringradd600 Crore. That means whatever we are
earning we are paying to the bank, both in termatefest and to add more on to it, the principal
repayment is happening every quarter at Rs. 34 C@mng forward, it would be the
arrangement what we have with the Axis bank onpttesent term loan is that is the bellowing
effect. In the second year and the third year frlmw on | need to pay almost Rs.750 Crore
every year and that becomes difficult for me. Sothaught that why not we restructure the
whole thing based on our existing business plarml yas we will have definitely excess liquidity
and there is nothing wrong in that. That will exeldhe possibility of doing a bigger business

and that is the whole idea.

So despite all these you believe that sales gr@awthperating leverage will take care of your

15% kind of margin expectation?
Absolutely we are in line with that whatever guidanve have given.

Sir just one more question from my side. The growtthe homecare segment seems to be pretty
robust on sales but our profitability is flat Yo®ne would have expected that since Maxo has
grown lower, the margins should have been highéhénoverall mix of homecare products. So

any comments on this sir!

Yes, historically Maxo margins have been lower thia@ overall business margins but having

said that overall at a net margin level we aredpettan before.

| think it is Rs. 2 Crore of profits YoY which is flaAnd if Exo and others have driven the

topline growth in homecare, the margins should Heen a bit better. That is my question.

But we are also advertising behind Maxo brand. Sosfmuld look at the overall totality. But if
we are driving revenue growth in a quarter when wexre spending for two months on
advertising, then we will have these issues inifaoifity.
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Sir what would be your expectation from this seghmenmargins once we achieve a certain kind
of scale? May be 18 months down the line, would gesume the margins to be much better than

what it is today?

See if you look at these kinds of categories, yauehto look at revenue growth and market
share. Not really net margins. So if we have toagowr liquid insecticide business that would
require lot of investments behind brands. As losigva keep growing revenues and invest behind
brands until we reach a critical market share, tvigcat least 10%-12% market share, it is futile
to look at margins. So we have to keep growing rtte sales growth is good and if it is
growing ahead of category, one day we will reactv12% market share. That is when you start
looking at how much is my margin. So as of now,dwd be very happy if we can grow every

quarter healthily in this category and at the séime grow our share.
Thanks a lot for your answer.

Thank you. Next question is from the line of MohaethShakil from Banyan Capital. Please go

ahead.

First of all congratulations for a good set of namgh | am on the slide #9 of your presentation
which is showing the graphical breakdown of regioimsthat, the non-south proportion has

increased from 51% to 57%. My first question is thieakup is on volume or value?
It is on value.

Okay and the second question is what is the primeagon behind increasing the contribution of
51% for non-south to 57%.

Historically, we used to spend on the south rediomedia. Now we have also added a huge
component of spends on Hindi satellite media bexaweswanted to take our brands national. So
some of our brands for example Margo use to bertided only in south earlier and east earlier
now we are advertising nationally. Exo we use tenspa lot of our media investments only in
the south, now we are spending on a pan Indiars b&eiobviously one of the measures for us to
grow sustainably in the future is to grow our noaots business where our market shares have
been historically lower than the market sharesweaenjoyed in south. So that is the reason why
we are showing you non-south versus south every Y@t that we want to expand our non-
south business but we want to make them grow mastierf than the overall business so that our
brands become stronger in our weaker geographiehwiill give us sustainable growth going

forward.
Do you have any target for this breakup over 20120457

As long as we keep growing our non-south busiretdsast at double the rate at which our south
growth rates are, we should be happy. That ismernal target.
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My next question is on Pril Liquid. | want to knamhat is the volume or value growth YQOY for

the last quarter?
We have stopped giving you brand wise results. ¥Weyeving you at a category level.

Why | am asking this question is because your niatkare has dropped from 21% to 16%. May
be these numbers are not really very good becansease saying that there is always a lag
affect, but still it has gone down. So | want t@tknthat even though you have been growing in
most of the categories by 25%-30% and still lodimg market share, how is this category as a

whole growing and how are you growing in this catgg

See if you look at market share growths which Nielss talking about, it is not showing very

healthy growth. In fact there has been a slowdosvoss all categories. So if you look at Nielsen
growth in these categories, dish wash bars, whegd uo grow at 20% now the growth rate is
only 12% during the last six months. In most cateEgothe growth rate seems to have slowed
down but in dish wash liquids the category groveteris more like 20% even today. So if | look

at our sales growths it is in line with categorgwgths.

The last question is what is your view on Fa sedfheBecause you are spending on

advertisement in this category and | am not surethdr it is going well up to your expectations.

Yes it is not up to our expectations definitelyt tue also had to launch this brand in May. So we
were a little late for this season. But having dhigt we have earned almost Rs. 9 Crore of
revenue in the last six months from this brand.

Thanks a lot that is it from my side.
Thank you. Next question is from the line of Arrdlira from Credit Suisse. Please go ahead.

Congratulations on a good set of numbers. On detésgyou mentioned that the intensity of
competition was quite high on both promotions addestising. So are you seeing that it will

continue even in this quarter or it will come dowifAat kind of pressures will you face because
of that?

In spite of competitive efforts we have done wekm in this quarter. We have not only grown
on Henko as a brand but have also grown in detesgena category. The only thing is | want to
say is that we have not done too much on detergé¥ésare expecting a major relaunch on
Henko brand in three-four months from now and thifitbe our answer to competition and post
that we should expect much better growth in detasgye

Then any pressures on the premiumization trendkiergents because of the slowdown, which

could impact you because your brands are moresimild to premium segment.
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Henko we have operated at the premium end andyibising. So there is no problem there. The
category is Rs. 2000 Crore. So it is not very smadl there is enough room for us because we
will be virtually a player with low market sharetering in the premium category. So the

category is there for us to gain shares.

On dish wash liquid, just to come back to PriltHe share loss mainly due to the new entrant
from Reckitt? Leaving aside Nielsen numbers, ongifeeind whatever you are seeing, has that

changed because of the new entrant?

On the ground when | see, definitely competitor hamed shares. But the off takes are not so
healthy for them as of now. On the ground when taythe market, | see Pril being fairly healthy
and we should be able to show higher shares imthehs to come because we are doing well on

the brand and there has been a distinct slowdowheioff take of the competitive brand.
Thanks so much. That is it from my side.

Thank you. Next question is from the line of AmrBasu from Axis Mutual Fund. Please go

ahead.

Thanks for taking my question. You had rationaligeur channel margins last year. In the P&L,
which line item has the benefit of this being capti?

On topline.

So then out of this 33% would it be fair to sagttla part of this is because of this channel

margins?

Yes we have already spoken about it that out of 83%%, 25% is through volume and 8% is
through price. So when it is price that in all théspacts, channel margin impacts and price

increase impacts etc.
Thanks.

Thank you. Next question is from the line of SagmrMukherjee from SBI Cap Securities.

Please go ahead.

First of all | would like to congratulate the senmanagement for an excellent set of numbers. |
have two questions. One is that the gross margithifirst half has somehow been around 47%
now, and it is 400 odd bps higher than last yearesperiod. | would like to know if this is the
trend that we are going to see ahead. And hasdfsility in crude oil prices and the rupee
depreciation has been captured in the first hatfilmers or will there be a spillover impact in the
second half? The second question is on the ratiati@n in the employee cost to the tune of
around 200 bps. If you could explain it, whethetttiend will also continue for the second half?
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In terms of the gross margins, | think it is safeassume that our gross margins going forward
will be in the region of 47%-48%. That is somethimkich is fairly stable, what you are seeing
in terms of numbers out there. So obviously we hay&oved on gross margins over last year
because of various initiatives that we took. Thi ifapact of inflation and rupee depreciation
has got captured in our results and therefore teiy safe assume that we do not expect any
deterioration in these ratios going forward. Sd thaery clear from our side that whatever gross
margin percentage that you are seeing now will fber absorbing the full impact of rupee
depreciation and inflation, so that is point numtee. The point number two that you raised was
on employee remuneration. | think there were |étshanges, which we did basically in last year
and this year there have been lot of people whte@the business because we integrated with
Henkel and there are lot of new people also whoecato the business. As the sales have been
better, the employee cost ratios have come down.vwBign you look at the absolute sum of
money, it is absolutely flat. So whatever emplogest that you saw in quarter two last year and
it is the same as quarter two of this year. Scetliemno increase at an absolute level on making
employee cost and therefore that will continueeimain for the coming two quarters as far as

employee cost is concerned.
Thanks a lot.
Thank you. Next question is from the line of SunBidrom Spark Capital. Please go ahead.

Thanks for the opportunity Sir. Congrats on thedyset of numbers. My first question is what is
the kind of price increases which we could expecttie second half of the year?

As of now, we have not planned anything because coanpetitors have dropped prices in

detergents and therefore we are not planning ® uiakprices in this environment.

Last quarter, | remember when | had asked thistgpreyou said that we were too small to be
impacted by the economic slowdown. But right nowsa® that our competitor's activities are
in fact impacting us. So how do you exactly see thi#gationary environment and the
consumption environment panning out in the nexinsinths? Any trends that we are suppose to
look out for considering the rural market would wréaster because of the monsoon and stuff
like that?

We still maintain that. We are too small to get aoged and if you see, our topline growth has
been healthy. So the slowdown has not impactechdstavon’t impact us. So | still stand by
those statements. But however, small margin dip usxeaof the global macroeconomic
conditions will always remain in any business. Battis something that we need to manage
every quarter and we have not had a very sharp/dphave still managed our P&L even in this
environment and we have avoided giving any shd8kswe are confident that we will be able to
manage like this in a tough environment. As fadasand is concerned, there is a lot of forecast
which is coming in saying that since the monsoogosd they expect the second half demands
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from rural will be more robust. But what you haveutalerstand is that rural economy is anyway
doing well. There is a lot of government supportural India. The problem for FMCG has been
in urban India and that to in the large citiedslthe smaller cities and the mid-India which they
call that is where the growths are as of now. Sowthy at least | look at the business is | would
assume that this situation will continue for atstea year from now and only post elections

probably things will change.

Sir, one last question. Is there any increasesimildution network which we have in our mind for

the next one-year?

Distributor numbers are not likely to go up but whall happen is that the sub stockist numbers
can go up. Sub- stockists are there in rural InBieabasically the thrust is to increase the number

of sub-stockists for us. Currently we have aroud@d®odd sub-stockists.
Any ballpark number that we are looking at.

Say around 2400, so you can say a 20% increassistsckist numbers.
Congrats and that is it from my side. Thank you.

Thank you. Due to possibility of time we will takke last question from Gautam Duggad,

Motilal Oswal. Please go ahead.

Thanks for taking my question. My question peraim detergent category. You did mention that
it is seeing a lot of promotions. But over the k@ three months, we have seen some inflation
in the key raw material components of detergentsth® question is, has that led to any change
in the underground competitive intensity at theugia level or is it still has high as it used to be

three months back?

It is still high. The only thing is the bigger pkxg are trying to gain market share from smaller
players. So the competitive intensity continueddohigh. Thankfully it has not impacted our
business so much. Yes our growth rates have beereisthan other categories but still we have
grown in these categories even in this quartet. \8auld expect that they will continue to do this

for another six to nine months.
Okay and this will be irrespective of the raw nnalecost movement you are saying?

Yes it will be irrespective of raw material cosbvement and the only thing that we have picked

up is that they have also drop quality, which wendbwant to be.

Can you elaborate on that a bit if possible when gay drop quality what does it basically

means?
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Basically it means we have observed that competitave managing the quality price equations
in a way in which they are able to drop prices nthes us but we do not want to compromise on

quality so we are continuing to be there where rge a

Okay and from a category sense what explainscthisin change in momentum in that category

in terms of competitive intensity?
It is a normal strategy to gain shares.

But this is not happening in other categories. Thathy | was just wondering. And then there
are many other commodity categories where we argitioessing the competitive intensity with
notwithstanding the raw material cost equitationt Biis is one category where we are seeing

continuous pressure in terms of competitive intgreid that is basically the question?

See what happens if you have a very commoditizézhoay, if you look at hair oils where 50%
of consumption happens only through loose oils @fldtionary situation always benefits a
branded player because then the difference betlwese oil and branded oils becomes less and
the branded player start gaining shares in antiaflary situations. But in a market like
detergents where multinational competitors do retehas dominant market share as in other
categories they will stand to gain a lot by drogpprices. So there is a fundamental difference

between largely commoditized categories and seemd®d categories like detergents.
Thanks that is all.
Thank you. | now hand the conference over to MiasJKamath for closing comments.

Thank you very much for all of you and still if ydiave any doubts you can always contact me
or Neetu. We are always available and thanks #otadll your support and we continue to work

hard to deliver the numbers in the coming quartEnanks everybody.

Thank you very much. Ladies and gentlemen on befhdlothy Laboratories that concludes this

conference. Thank you for joining us. You may nascdnnect your lines.
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