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HUL's results vindicate its strategy 
Inves tors are in t e rp re t ing the resul ts of Hindustan Uni lever 

Ltd (HUL) to m e a n that the c o m p a n y ' s recovery is no flash 
in the pan . It was v in tage HUL on display, as sales a n d 

prof i t s in two key bus ines s s egmen t s—soaps and de te rgen ts , 
a n d pe r sona l care p roduc t s—grew convincingly. 

A c o m b i n a t i o n of vo lume growth, res t ra ined adver t i s ing and 
p r o m o t i o n a l spends , pr ice hikes, cos t -cut t ing, and bet ter 
ope ra t i ng eff ic iency con t r i bu t ed to HUL's success . 

Sales rose by 18% yea r -on-yea r to ^5,522 crore, with v o l u m e s 
rising by 9.8% a n d pr ice hikes accoun t ing for the rest. 

But this shou ld not be mis t aken for a r e tu rn of pr ic ing power . 
The c o m p a n y ' s cost of goods sold actual ly rose by 26%, or 
a good 9 p e r c e n t a g e po in t s over the sales growth. Both 
adver t i s ing and p r o m o t i o n a l spends , and o the r e x p e n d i t u r e 
rose by a smal l marg in . Employee costs rose by 17%. 

Normal ly , m u t e d adver t i s ing expendi ture—vis ib le for s o m e 
q u a r t e r s now—is a rec ipe for slower growth . But HUL has 
conse rved its med ia budge t in the soaps a n d de t e rgen t s 
s egmen t , w h e r e c o m m o d i t y inflat ion is severe . Soaps and 
de t e rgen t s saw sales rise by 21.7% a n d marg ins improve by 65 
basis po in ts . O n e basis po in t is o n e - h u n d r e d t h of a p e r c e n t a g e 
po in t . 

In pe r sona l care p roduc t s , where HUL has be t te r pr ic ing 
power , sales rose by 18%, a n d marg ins improved by 143 bas is 
po in ts . In the beverages segment , sales growth was heal thy, 
bu t marg ins were hit by rising tea and coffee pr ices . Processed 
foods , too, saw sales growth rise at a fas ter ra te t h a n profi t d id . 

Overall, ope ra t i ng profi t marg in rose by 135 basis po in t s 
c o m p a r e d wi th the year -ago per iod a n d by 123 basis po in t s 
sequent ia l ly . Profit be fo re except ional i t ems a n d tax rose by 
26.7% to ^847 crore . 

The c o m p a n y has used scale benef i t s to the hilt, squeez ing 
out cos t -savings in mater ia l p r o c u r e m e n t a n d opera t ions , a n d 
playing a clever g a m e in the marke t . It shou ld be able to 
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m a i n t a i n this m o m e n t u m for a few m o r e quar te rs . 
The risk with a s i tua t ion of con t inua l ly rising p r o d u c t prices, 

especial ly in an inf la t ionary e n v i r o n m e n t , is tha t it may bite 
into c o n s u m e r d e m a n d at s o m e poin t of t ime. HUL will t hen be 
faced with the cho ice of us ing its r ema in ing lever—adver t i s ing 
a n d p r o m o t i o n a l s p e n d s — t o p u m p u p sales growth. 

The a l te rna t ive is to cut pr ices to revive d e m a n d , or hike 
pr ices to c o m p e n s a t e for s lower v o l u m e growth. The first 
op t ion will t h r e a t e n marg ins , and the second, sales growth . 

But this scenar io is not visible yet, which expla ins the 
e u p h o r i c 7.4% j u m p in its sha re pr ice af ter the resul ts were 
a n n o u n c e d on Monday . 


