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@ RITESH TIWARI, CFO, HUL

‘Rural is becoming accretive to FMCG growth’

Hindustan Unilever’s (HUL) chigffinancial
officer (CFO)Ritesh Tiwari belicves that
categories suchas beauty, foods & healthand
wellbeing aswellas ruralmarkets will drive
growth forplayersin the domestic fast-
moving consumergoods (FMCG)industry

1 goingahead. HUL, thelargest EMCG
companyinIndia, will consider
bolt-onacquisitions inbeauty and
well-being he tells Viveat Susan
Pintoinaninterview. Excerpts:

HULhasindicated that thereare
greenshootsvisible in rural. Aswe near
the end of the monsoon season, what is
yoursense?

The consumption climate s certainly
betternowin rural areas versus earlier
when therewas high inflation. Rural wage
inflation was unable to keep pacewith
commodityinflation levels earlier, which
ledtoareduction in disposableincomes,
hurting consumption in rural areas. Now,
with commodity inflation down, the purge
thatwasvisible in disposable incomes has
reduced.This has supported rural growth.
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Lastyear, this time, the monsoonwas
deficientin the country; this year,the
monsoon, so far,has been good.

There have also been minimum support
priceincreasesfor certain crops inrecent
months,which combinedwith the good

monsoon should be the second big
driverforrural growth.

The third big driveris the
government'sfocus onrural,
agricultureand employmentin the
recent Budgetaswell asthe

investmentsit is makingin

infrastructure development in rural areas
which should be favourable for the rural
market. Remittances from migrant
workers torural areasare alsoimproving,
whichis the fourth driver. Therefore, while
onatwo-yearbasis rural is still lagging
behind urban,in recent months, we see
rural becomingaccretive to FMCG growth.

Lastweek, HUL set upa committee to
chalkout the way forward for the ice-
cream business, in linewith what parent

| Unileveris doing. Your thoughts.

Unilever has said that it will segregate
and potentiallylist the ice-cream business
globally.As part of that,we had adiscussion
last Fridayand decided thatan
independent committee of directors would
review the business and advise the board on
thesame. I cannot pre-concludewhat the
sub-committeewill do. The entire
processwill be completed by the
end of the current financial year.

Whatisyour capital allocation
strategyforthe year.Areyou

«WITH COMMODITY
INFLATION DOWN, THE
PURGE THAT WAS VISIBLE
IN DISPOSABLE INCOMES
HAS REDUCED. THIS

HAS SUPPORTED

RURAL GROWTH

consideringacquisitions?

Our capital allocation strategy has four
building blocks. The first part of our
capitalallocation strategyis improving
capital efficiencyand ensuring that the
cash conversion ratiois above 100.The

second building blockis to invest
behind the business for growth.
. Thisincludes investmentin
building our capabilities and
capital expenditure required for
enhancing manufacturing
capacity. The third is ourbolt-on
acquisition strategywhich we
deploy,depending on ourareas
of interest and the value we
believeweare getting forthe
business, or brands we are
lookingtoacquire.
Currently,our
areas of
interestin
terms ofbolt-
on

acquisitionsinclude beautyandwellbeing.
The fourth is ensuring we pay dividends to
ourshareholders. This includesa morethan
90% dividend payout to shareholders.

Any plans for a share buyback
programme?

Ourboard evaluates from timetotime
thevariousways inwhichit can enhance
shareholdervalue.As of now, thereare no
plansforashare buyback by the company.

Thevalue growth in the last few quarters
for FMCG has been slowing due toflat or
negative price-led growth. Doyou see
thetrend reversing?

Tea has turned inflationary this year
on the back of a two-year deflationary
cycle.These are early signs that if the
inflationary trend continues in tea, we
may take calibrated price hikes. The
second areawhere we are seeing some
sequential inflation building up
recently is crude palm oil. This is a key
ingredient that goes into making soaps,
hair care, & some skin care products.






