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‘Our bolt-onvalue-accretive
M&A strategy will be deployed’

Hindustan Unilever (HUL)
expects volume recovery both
for the company and the
fast-moving consumer goods
industry, says RITESH TIWARI,
chieffinancial officer at HUL.
In an interview with

Sharleen D'Souza in Mumbai,
he talks about the firm's plan to
bring more Unilever brands to
India. Edited excerpts:

How will you drive volume
growthfromhere?
Ourobjectiveisto put growth
onthetable. Wego wherethe
consumer, growth, and
money are. Premium isone
ofthe growth opportunities,
and we are doubling down
on premium. Ruralis
another growth opportunity.
Although currently, urban
areascontribute moreto
growth than rural, thereisno
reasonwhy ruralareas
should not contribute to
FMCG consumption. Inthe

“OURSTRATEGYISTO
WIN IN MANY INDIAS.
ATTHISSTAGE, WEARE
OPTIMISINGOUR
INVESTMENTSWHERE
THEREISMORE RETURN
ONINVESTMENTFOR
GROWTH"
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pastquarter, wehaveseen
signsofrecovery withrural
areasgrowing,albeitona
decliningbase fromthe
same period last year.
Growth ona two-year
compound annual growth
rate basis is positive. Our
brandsarestrong, our
productquality issuperior,
and the price point needsto

reflect the quality. Staying
truetoourbusiness modelis
payingoff.

What is goingtobethe main
focus for HUL: premium
share gain or revivingthe
mass end of the market?
One-third of HUL's business
isinthe premiumspace, a
little more than one-third is

inthe mass segment,anda
littleless than one-third isin
themiddle segment.

Intheshort run, we will
notsee highgrowth fromthe
masssegment. However, as
rural areasrecover, the mass
segmentwill also recover.
Nevertheless, the premium
segmentand urban markets
haveled torecent growth.

Weare not changing our
positioninthe massseg-
ment. It'sjust that the growth
expectation from there will
belower comparedtothe
expectation of growth from
the premium segment for
thenext few quartersasthis
equilibriumstartstoesta-
blish. Ourplanistowinin
many Indias. Weare now
optimising our investments
wherethere is morereturn
on investment for growth.
Thatincludesmodern trade,
e-commerce, and the premi-
um partofthe portfolio.




‘Dialling up our portfoliois a prwmy for HUL’

How doyou expect new channels to grow?
Inmoderntrade, our market shares are higher
thanin general trade. Besides improving our
execution, which involvesincreasing stock
availability, wearealsointroducing more
innovationsinmoderntrade, thereby
enhancingthe assortment wesellin modern
tradeand e-commerce.

Our premium portfolio is also over-indexed
inmodern trade and e-commerce. Now,
regarding quickcommerce, itisafabulous new
channel of convenience for consumers for top-
up purchases. Westill seethatthe
bulkof grocery purchases happen
through moderntradeorgeneral
trade. Howevet, thetop-up purchase
behaviour hasstarted to shifttowards

future, Ibelieve it will be more than 50 per cent.
Giventheimportance of general trade, we must
ensurethatgeneral trade executionand
distribution are equally strong. Hence, the
continuous focuson building general
tradecapabilities.

How do we see margins moving from here?
We have threefocus areastonavigate the
businessin the overall macrosituation: volume
growth, expanding gross margins, and further
diallingup competitiveness.

Expandinggross marginswill
enableustoinvestinourbrands,
capabilities, market research, and
digital transformation.

Inthe nearterm, we willmaintain

quickcommerce. RITESH TIWAR]  Ebitdamarginsatthe currenthealthy
ChiefFinandal levels of 23-24 per cent. This is after
How doyou expect modern trade Officer. HUL havingtakenahitduetothelossof

revenue share to grow for Hindustan
Unilever (HUL)?
Macrotrendsindicatehigh growth coming from
moderntrade and e-commerce. These channels
willcontinue togrow faster than general trade.
Hence, ourown growth will increasingly come
from organised trade, whichincludes modern
tradeande-commerce. Combined, these
channelsalready contribute close to 30 per cent.
However, it'sequally importantto recognise
thatgeneral trade willremain the biggest
channel foryearstocome. In the foreseeable

GSK’sconsignment sales distribution
business, which we have
discontinued. In the medium tolong term, we
willaim for modest Ebitda margin
improvement.

‘Which categories will you focus on to make

furtheracquisitions?

Diallingup our portfolio is a priority for HUL.
Inthebeauty space, we willtake three

approachestoimprove and further expand our

portfolio: Wewill extend our current brandsinto
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more formatsand demand spaces. Youwillseea
high intensity of launchesand innovationsin
thisspace. We will alsointroduce brands from
theUnileverstablethatarenotyetavailable in
Indiabut are relevant to the Indian market.

Indiahasan overall $50 per capita fast-
moving consumer goods (FMCG) consumption,
anditwill continue toincrease asgross
domestic productrises.

We have observed specific take-offswhen
thishappens. Staplesin packaged foods, in
which we do not currently operate much, will
grow. We have seen the top-tier consumers
consume beauty products that are not very
different from those in the US and Australia,

and that cohortof consumers will continue to

grow. Therefore, we believe that the beauty
sector, initially staplesin packaged foods, will
drive FMCG's overall growth. We are doubling
down on the beauty space.

We will also explore bolt-onacquisitions
wherever they are value-accretive.

We will continuetofocusonvalue-added
food productsthat are differentiated and not
staples. Our bolt-on, value-accretive merger
and acquisitionstrategy for portfolio expansion
willbedeployed acrossthe board.

Willthe new government norms havean
impacton your functional nutrition business?
Theoverall Indian food palate isheavy on
carbohydratesand deficientin micronutrients.
This need isbeingaddressed by Horlicks and
Boost. We are very aware and have crafted our
productsaccordingly. Ourentire Plusrange has
noadded sugar, and Horlicks Lite also hasno
sugar. The plus range of Horlicks is doing
extremely well for us, and itisgrowingatarate
fasterthan overall Horlicks. Itis growing faster
ine-commerceand modern trade. Wedo
believethatthecategory isrelevant, and the way
we crafted our portfolio, we see very good
growthopportunities.

Eveninthe quarterwhich justwent by, we
grew in highsingledigitsin our functional
nutrition portfolio. We are confident that we will
continue toincrease penetration and build
consumption of functional nutrition.





