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Just when you think about the second half, what is the kind of — and keeping
aside the October phenomena because there also we are seeing a challenge in
terms of delivering the growth. But if we think about the four months, which will
be left for the financial year, what kind of growth delta are we kind of calling out
from a volume perspective because there is a kind of a tailwind here and a lot of
other participants also checked on that consumption should come back. But is
there something in mind from a management perspective in terms of what is the

kind of growth we could see?

Yes. See, Sheela, always our first barometer is competitive growth. There is a
market in which you operate. Our job is, of course, to create market and support
market development. And our first stated goal is always to ensure that the
outcome that we get, we judge it by has it been competitive, have we grown

ahead of the market?

As we have spoken that, even in current quarter, our growth has been
competitive. And when you look at our latest share position for the last moving
annual total, we spoke about that we have further gained turnover weighted
corporate share. So that's first barometer. Second, the point | mentioned earlier is
that there are more than one reasons now from a macroeconomic perspective,

the trading atmosphere looks better and looks improved.

So that should augur well for consumption. Equally, the work that we have done
internally in the organization on innovation, on portfolio transformation, that's
further supporting the growth outcome and the third point we mentioned that
we will be focusing on investing in the business to drive growth. Now all these
three things put together, we do expect to see volume growth to be better in

second half of the financial year compared to first half.

Now, price growth may or may not play a larger role if commodities are where
we are today, we expect low-single digit pricing unless we see some different
outcome in commodities to come in. Now | can't quantify a number, but what |

can tell you that, A, we will see better outcome of volume growth because that's
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a single- minded focus. B, we will continue to drive competitive outcome on our

volume growth.

Understood. Thank you, Priya, thank you Ritesh.

Thank you. The next question is from the line of Percy Panthaki from IIFL

Securities. Please go ahead.

Hi, Thanks for taking my question. And happy Diwali to all of you. My question,
Priya is, the four priorities that you mentioned, they seem to be on the right track,
but we've also seen similar priorities in the past as well. So just for my
understanding, if you can call out, if any, is there any sort of change in the way

that you're looking at the business versus what it was before you came in?

Yeah, Thank you, Percy. HUL has over the last few quarters in the last couple of
years, delivered competitive, profitable and consistent growth in a very, very
challenging macroeconomic environment with subdued consumer demand
overall. So, in that context, our job is to really accelerate our performance led out
of volume-led revenue growth. That's where we're going to focus our efforts.
And these four priorities is an acceleration of the journey we are on and a

sharpening. What | want to bring in is more focus, speed and agility.

Understood. Just to dwell a little further into this. Before you came in, as you said,
the growth was competitive in a situation where macros were weak. So, the
growth was delivered at that time through some other priorities apart from these

four?

| think HUL has called out the Aspire strategy, and | think that has been shared
actively. The strategy was to unlock and was crafted to unlock a billion
aspirations that continues to be relevant. And we are seeing progress against
that. What I'm referencing is really doubling down to focus on these four areas of

priority.

That's very helpful. Secondly, | wanted to understand Ritesh or maybe even Priya,

in 2017, when GST was introduced and then some of the rates were cut, etcetera,
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we saw a fairly good demand response for about 6 to 7 quarters even adjusted
for base effects. We saw a marked acceleration in sort of top line growth. Should
we consider that experience and sort of at least partially extrapolated this time

around? Or are there reasons why we should not do so?

So, Percy the way we will see this is one additional input, which adds to a few
things which are going pretty good in terms of creating overall positive
macroeconomic atmosphere for driving consumption. As | mentioned earlier, be
it monetary easing earlier or the direct tax benefit or the inflation, including food
inflation, which is meaningfully corrected and to add to all of that, now GST

benefit comingin.

All this put together will augur well for doing both, for improving the net
disposable income and for improving consumer sentiment. And we all know that
these two elements is what genuinely drives consumption. It supports our
portfolio to be sold in more premium spaces, and it supports consumption. So,
we do expect that these measures together put together will augur well for

consumption.

| don't think so, GST reform on its own will be a silver bullet, in terms of driving
consumption, but absolutely an important initiative by Government, which adds
to overall demand atmosphere which has been tepid for the last couple of years,
this will augur well. And the fact | mentioned earlier that this is a time where all
these initiatives are helping both rural and urban, and it's glad to see that both

urban and rural are contributing to overall market improvement.

Follow-up on this, Ritesh for your portfolio as a whole, what in your view is the
price elasticity of demand in terms of supposing if the consumer price drops by
10% on an MRP level, what's the response is it 0.5%? Is it 0.3%, 0.7%. Any kind of

rough ballpark that you would have in mind?

No, reality Percy is, life is a little more complex than that. | would love to give a
straight answer to you, but | was still help you to explain this on two or three

dimensions. Now what are the categories which we know are more elastic to
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price. Skin Cleansing and Tea. We have seen that in these categories when prices
go up or commodities go up, it impacts volume. We have called out for Skin
Cleansing. That where overall we've seen pretty high amount of oil baskets going
up. It impacted category volume growth and also our volume growth. Tea, we
spoke about, where we saw a pretty high amount of inflation at a point in time,
we saw that consumers downgraded, not only down traded, but also downgrade
rate and they went to a lower price point for consumption because that's another

category we have seen pretty elastic.

But take another example of Home Care. Even in the peak when we had more
than 20% price growth, we still saw a mid-single digit volume growth because we
have seen a category like Home Care more resilient to price changes. So, there
are different, let’s just say categories with different experiences, and if | further

scale it down, it's also a different experience for different consumer cohort.

And hence, very difficult to put a number to it, but | just hope that gives you a
good amount of sense between if three large commodities, crude oil, which
impacts Home Care, | would say, less elastic, Skin Cleansing and Tea, if at all,

commodity changes, | would say, more elastic.
And where would you put Horlicks here?

So, Horlicks is a discretionary category. So, Horlicks, Skin Care and we've seen
that overall when net disposable income improves, we've seen that it augurs well

for consumption.

Got it. Thanks. Thanks, Ritesh and Priya. Thank you very much. That's all from me.

All the best.

Thank you. The next question is from the line of Harit Kapoor from Investec.

Please go ahead.

Good evening. ljust had one clarification, firstly, on the grammage part. So, in the
latter part of September, you have had to make all these price adjustments to

GST, but now you can actually make the grammage adjustment for the price
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point packs. | just wanted to understand, when you mentioned early part of
November, all this gets normalized, does your entire grammage increase bit for

the price point packs also now get adjusted in the same timeline by November?

Yes. See, overall, Harit, in terms of changes, what we have done is for all non-
price point packs, of course, we have done price changes. And as we speak,
those products are reaching the market with new MRP. Even on old MRP stock,
we've given GST benefit and trade is passing that benefit on to consumers. When
it comes to price point pack, to your point, the Rs. 1, the Rs. 2, the Rs. 5, what we
have done out here, we have improved and increased grammage or ml which

means effectively there's lower price per gram or price per ml

Now these changes have also started landing in the market. And as we speak
across categories, this is now reaching the consumers. And we do expect that in
early November it will be present across length and breadth of the country.
There will always be some SKUs that will be a little up and down. But when we
mentioned that early part of November, we should have normal trading
conditions. What we meant was that bulk part of the business will be there with

new price points in the market.

Fantastic. And my second question is to Priya. Given that you've recently come in
and relooked at the portfolio as well as there's probably been a temporary kind
of a blip because of GST, a lot of focus would have gone around executing that
well. When one would have to judge in terms of the volume-led growth strategy,
how well it has panned out. Do you think FY'27 would be the right barometer and
not the near term as you start to put some of these plans in place, is that the right

way to look at it for investors and us?

Yes. | think many of the things | mentioned are medium to long term in nature. So,
I think our focus, as | said, is obsession on volume-led revenue growth, putting in
place the right conditions across our business. This is a continuous journey we

have been on and will continue to be on for our business.

Fantastic. Wish you all the best. Thank you.
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Thank you. The next question is from the line of Nihar Jham from HSBC. Please go

ahead.

Hi, good evening. | had two questions from my side. The first one on the Tea
segment. Given the correction in prices of tea and the fact that we are looking at,
say, marginally pricing in the commodity. Is it that in the Q3 quarter, we could see
prices adjust before the cheaper raw materials, something you consume that

could sort of impact our margins specifically for this segment?

Yeah, so tea now, as we speak, we are in season. Tea starts to come in May, June,
and then we start seeing more production coming in. So, we have a good sense
now of tea season. The prices that we have in the market now reflects the lower
commodity purchase price that we have and the lower, let me say, spot price

that we see in the market.

As | mentioned earlier that this is one of the categories that always benefits when
overall price table comes down. And we have shown and declared like last
quarter, this quarter as well, high-single USG for the business. And this high-single
digit growth is supported also by volume growth as well, apart from price

growth.

So, our strategy of pricing to replacement has been in place for this quarter, and

we are seeing opportunity impact of that coming in.

That's very clear. My second question was to Priya on the Beauty & Wellbeing
portfolio, specifically that if we look at current portfolio brands, it's mainly been,
say, Vaseline, Ponds, where we've obviously extended it to different
subcategories and sort of driven the innovation. So, as you look at scaling this
specific segment ahead, are these current portfolio brands sort of enough? And
is it where the innovations will happen, or will we look at more bolt-on
acquisitions similar to what happened with Minimalist, say, six to nine months

back?

Yes. If you look at the beauty category, let me start with the key trends that drive

the beauty category globally. That's important to understand. The first is that the
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beauty brands that grow in the category tend to be brands that are desirable.
This is very critical in beauty. It's not just functionality, right? It's about aesthetics,
sensories, and creating truly desirable brands. A lot of beauty discovery happens

online, and you need to be social-first.

So, these are two very important things in beauty. And the third is really robust
innovation program because consumers in beauty always seek more, as they get
more affluent regimes tend to grow. We are, as you know, the leaders in beauty,
both in skin, hair and color cosmetics. Our job as HUL will be to keep reshaping
beauty regimes as India gets more affluent, this has been our focus and will

continue to be our focus.

So, to add from very simple regimes to add more complex regimes and for us to
be the people who shape beauty regimes in India. That has been our focus and
will keep being our focus. The team has actually done an excellent job both
organically, as you mentioned, in adding innovations across the brands, both in
Hair Care and in Skin Care. And we'll continue to look at appropriate bolt-on

acquisitions as relevant to keep adding to our portfolio.

Thanks so much.

Thank you. The next question is from the line of Siddharth from CWC. Please go

ahead.

Hi, welcome back to HUL, Priya and Ritesh and thanks for taking my question. The
first one was to understand, you mentioned e-com is broadly about 8% of your
sales. So, I'm assuming about 12% of urban sales considering two-third. As that
grows, right, how does terms of trade change? And how does that sort of impact

margins? That was question number one.

And question number two was, if we had to look at the larger portfolio, right,
there's a fairly large majority of the portfolio, which is 90% to 100% penetrated in
the country where the Underlying Volume Growth is really population growth.
And there as market leaders, obviously, you will probably grow at category or

thereabouts.
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And in that, premiumization, be it from soaps to liquids, both on hand and body
wash or be it from — soaps, powders to liquids in case of detergents or shampoos
to conditioners in case of Hair Care, those have been slow. And how do you see
that changing to accelerate that premiumization-led growth in these very

deeply penetrated categories? Those were my 2 questions.

Yes. So let me pick up Siddharth. So, first of all, coming to margins for e-
commerce. We have maintained in the past as well that when modern trade
came and became bigger and one of the reasons why we, as modern trade has
now become bigger, we have advantage with our portfolio there because we
sell a more premium portfolio in modern trade. That's what has helped us to grow

modern trade pretty well over the last couple of decades.

E-commerce is no different. At this stage, there's much higher amount of
fragmentation on the channel. These things will stabilize over a period of time.
And our focus is now doing both, a, invest in the channel, but this is what the
preference of consumers are, and we will always go where our consumers are.
And as we invest in the channel, we're also really mindful that our portal is very
sharply crafted. We use the term called design for channel. So, our packs that we
sell on e-commerce they are designed for e-commerce, the pack that we sellin
quick commerce, they are designed for quick commerce. This ensures two
things. A, it ensures the right level of profitability and B, it ensures that we have
much lower channel conflict. And hence, all put together, at this stage, we know

that we're in investment phase for e-commerce.

And we know that it's the right thing to do to keep developing portfolio and keep
bringing propositions that consumers demand in the channel today. But the point
that Priya mentioned earlier, it's an ‘and’ story for growth for us. We have to grow
general trade. We have to grow modern trade, and we have to grow e-
commerce. Within that e-commerce we have to grow all pods of e-commerce.

That's the only way we'll get total growth as Hindustan Unilever.

Now coming to the second question on high penetrative categories. You're right,

when you look at Skin Cleansing, when you look at hair, for that matter, driven by
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shampoo, sachets or detergents, these are highly penetrated categories. But
equally, there are many categories like Lifestyle Nutrition or Skin Care, or for that

matter, sun care, much lower amount of penetration.

Many subcategories in skin care have single-digit penetration, massive
headroom for growth. At an aggregate level with the $54 per capita consumption
when | compare to Indonesia, which is twice the amount of GDP per capita, but
four times FMCG consumption per capita. We know there's a long runway for

growth in terms of FMCG.

But even in large categories, let me quote an example of Home Care. Today, not
every household has a washing machine and every household that has washing
machine is still not using a liquid detergent. So, the amount of growth that we
have from mass powders to premium powders, premium powders to liquids,
from liquid to what we just launched recently, liquids, which end up performing
with a much faster cycle or for that matter, going to shots later point in time, or
for that matter, going from fabric wash to fabric conditioners, there's a long
runway for us to ensure that we are able to make our portfolio continuously

premium.

Now in some spaces, we've seen more amount of, let's say, outcome like laundry
liquids but a similar amount of adoption for body wash liquid has been slower.
And today, bodywash liquid is more like 2-odd percentage for the category,

wherein it's almost 7, 8 percentage when it comes to Home Care liquids.

So, there are different level of trajectories but the job of developing market and
making market is a full-time job. And as a market leader, this is always the first
focus for us. With 85% of the business where we lead market, and in a country
which has overall per capita consumption, long runway to growth, this is what

our focus will always be.

Thanks, and just a follow-up on the e-commerce piece. So given the fact that you
mentioned is an investment channel, how do you see the salience of top of the

funnel spends today, brand awareness, brand consideration spends versus
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platform spends. What's the salience today? And how do you see that changing,

say, over the next two years?

See, | won't be able to share hard numbers, but let me tell you that overall, CAC
to LTV ratio, this is one of the single biggest important factors that we measure
internally in the business. Today, we have more than 50% of the investment that
happens digitally. And when we measure ROAS, there are a few parameters,
including the CAC to LTV ratio is one of the parameters we always ensure that it

is A, competitive and it is top of the pack in the industry.

There are learnings. I'm saying what drives growth on e-commerce? What drives
growth in quick commerce? What are the elements of investment within that, on
the platform that we need to do to get far better ROI? This is exactly what our
team does. So, we are a full-blown machinery which works on e-NRM. So, our Net
revenue management, machinery, we deploy digital learning at scale to fine-

tune our overall deployment.

We have our own in-house system called Sangam that allows us to and helps us
to allocate media far more effectively across the various demands it has. So that
just gives you an example. Of course, | can't share more details of that, but | hope

you've got a flavor the way we approach this area.

Sure, thanks. And all the best to you, Ritesh. And welcome back and all the best

to you.

Thank you. Ladies and gentlemen, as there are no further questions, | would now
like to hand the conference over to Mr. Yogesh Mulgaonkar for closing

comments. Thank you, and over to you, sir.

Thank you, Michelle. With that, we now come to the end of the Q&A session.
Before we end, let me remind you that the playback of this event will be available
on the IR section of our website in a short while. Thank you, everyone, for your

participation, and have a great evening.

Thank you. Thank you all.
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Priya Nair: Thank you.

Moderator: Thank you, members of the management. On behalf of Hindustan Unilever
Limited, that concludes this conference. We thank you for joining us, and you may

now disconnect your lines. Thank you.

Disclaimer: This transcript has been edited to remove any grammatical inaccuracies or inconsistencies of

English language that might have occurred inadvertently while speaking.

Page 42 of 42



