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HUL Q3 Sales up 1%, Profit Rises 17%

Volumes grow just 2% due to inflation, price hikes
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Mumbai: Hindustan Unilever (HUL),
the country’s biggest consumer goods

company, posted 11% growth in sales in

the December quarter but said unpre-
cedented inflation and subsequent pri-
ce hikes led to a volume decline in the
overall consumer market.

“You have not seen inflation like what

we are seeing now happening in many
years,” said Sanjiv Mehta, HUL chair-
man and managing director.

Volumes, or the number of - products
thatthe company sells, rose 2%, indica-
ting the bulk of HUL's revenue expan-
sion was due to price hikes and not in-
creased demand.
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Salesroseto Rs12,834 crore and
net profit grew 17% to Rs 2,243
crore in the December quarter
fromthe year earlier.

The company said Thursday it
had grown at twice the rate of
the overall market by value and
significantly ahead by volumes
duringthethird quarter. Despite
rising infection numbers and
mobility restrictions, the dis-
ruption has amounted to “virtu-
ally nothing” atthis stage.

“When you have this kind of
price increase, there will be an
impact but it is neither surpri-
sing nor something extraordi-
nary.From that perspective, we
have remained positive, grown
our market shares and protec-
ted our business,” said Mehta.
“A large part of price-point
packs are sold in rural areas
and in these packs, even if you
don't touch the MRP (maxi-
mumretail price) butadjustthe
volume, it does reflect in your
volume growth goingdown.”

Citing Nielsen data, HUL said
the fast-moving consumer go-
ods (FMCG) market expanded
mid-single digit in value but vo-
lumesfell.

Nearly a third of HUL's ove-
rall business comes from affor-

dable price pointssuchasRsl,5
and 10 where pricing remained
unchanged but grammage was
reduced. As a result, even with
the same number of units sold,
volume was impacted by about
2%, itsaid.

HUL'’s performance is conside-
red a proxy for broader consu-
mer sentiment in India. The ma-
ker of Rin, Dove and other hou-
sehold staples expects some mo-
deration of inflation in the
second half of the calendar year.

The company said the only

way rural consu-
mers can cope
with inflation
would be to get
more money in
their hands thro-
ugh interven-
tions, including a further in-
crease in the MGNREGA out-
lay and free food supply.

“As a consumer goods compa-
ny, we would like demand and
private consumption to be ro-
bust in the country but these
are unprecedented times,”
Mehta said.

Gross margins contracted by
186 basis points (bps) due to ele-
vated palm oil and crude prices
that have risen by nearly 50%
since a year. The earnings befo-
re interest, taxes, depreciation,

and amortization (ebitda) mar-
ginincreased100basis pointsto
25.4% despite higher input
costs as the company slashed
spends on advertising and pro-
motionby14%.

Abasis point isa hundredth of
apercentage point.

“Ebitda margin is at a five-qu-
arter high despite the biggest
cost inflation in ten years. The
pricing growth of 8% is also a
multi-year high. With market
share gains across urban and
rural, HUL is a best-placed con-
sumer stock,” said Abneesh
Roy, senior vice presidentat we-
althmanagement and advisory
firm Edelweiss Securities.

Other consumer goods firms
such as Britannia, Godrej Con-

. sumer and Dabur have warned

in recent months that prices
would continuetoriseamid the
highestlevels of inflation inde-
cades. The price of everything
from soaps to skincare pro-
ducts has gone up already by 10-
15%, and HUL warned that its
price spikes could continue but
only after considering other
cost-saving initiatives.

Salesrose about23% in the ho-
mecare segment, which inclu-
des brands such as Rin and Do-
mex, and saw high single-digit
volume growth.



