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One plus one greater than two 

Zydus Wellness’ (ZYWL) acquisition of Heinz India not only tripled TAM 
to `127bn but also widened its addressable target group. On one hand, 
low penetration (12-24%) signifies growth longevity, portfolio 
extensions and distribution enhancement (~15% p.a. increase till FY25) 
would strengthen market positioning (leader in 5 of 6 categories). 
These would potentially transform niche categories into mainstream, 
with ZYWL being amongst the key beneficiaries. Our 2 yr DCF-based TP 
of `2,621 implies 40x FY23E P/E (~10% premium to peers) seems 
justified in light of growth longevity and unique category proxy. Risk: 
Product failures and aggressive competition from startups. 

Competitive position: STRONG                    Changes to this position: NEUTRAL 
Widening of portfolio, TAM, TG and distribution 
ZYWL has presence in six categories with leadership in five categories. While 
TAM has expanded to `127bn, importantly, addressable target group (TG) 
widened from consumers with age >30 years to now >2 years. Bundled this 
with distribution synergies (ZYWL’s strength in chemist/specialty stores to get 
bolstered with Heinz’s strength in GT/wholesale channel), combined retail 
reach of 2.25mn outlets (0.8mn earlier) is just the starting point.  
Play in sunrise categories of health & wellness 
12-24% penetration across categories signifies growth headroom (5% increase 
in penetration can give ~3% sales CAGR over FY22-45E). Opportunity to play 
overall OTC market of health & wellness categories and introduce functional 
products make ZYWL (refer exhibit 5) an interesting play. E.g. Nycil/Everyuth 
can transform into a master brand for skin care/face care from mere prickly 
heat powder/peel-off & scrubs. Initiatives (refer exhibit 61) have already been 
initiated and outcome should be visible from FY23.  
Thriving on internal growth drivers 
Until FY18, ZYWL fortified position in Sugarfree/Everyuth/Nutralite (leader in 
all three). After acquisition, stage is set to exploit growth opportunities in Heinz 
portfolio. Ingredients to scale up – potential of category, R&D capabilities 
(parent’s R&D spends at 8%, top quartile in pharma), brand spends (14% ad 
spends to sales, top quartile in sector) will help ZYWL transition from dwarf into 
a sizeable FMCG player. ZYWL would have lower macro dependency as well.  
Remain confident of growth longevity 
ZYWL is a unique play on emerging health & wellness categories but with 
limited competition from large FMCG firms. Opportunity canvas, growth 
longevity and able professional management (refer exhibit 62) give confidence 
on building LT (FY22-45E) revenue growth of 12.7%. Opportunity to acquire 
startups/D2C companies is an added tailwind. FY24E RoE of 7.4% (FY18 RoE 
was 21.9%) looks compressed; but 22% return on incremental capital 
employed over FY21-25E truly reflects underlying financial performance.  

 

INITIATING COVERAGE ZYWL IN EQUITY July 08, 2021 

Consumer Staples 

Recommendation 
Mcap (bn): `138/US$1.8 
6M ADV (mn): `136/US$1.9 
CMP: `2,168 
TP (12 mths): `2,621 
Upside (%): 21% 

Flags 
Accounting: AMBER 
Predictability: AMBER 
Earnings Momentum: AMBER 

Catalysts 

 FY23E YoY revenue growth to be 14.1% 
given normalized summer season. 

 EBITDAM expansion of 160bps over 
FY21-23 aided by GM expansion of 
110bps. 

 

Performance (%) 

Source: Bloomberg, Ambit Capital Research 
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Zydus Wellness
BUY

Key financials 
Year to March FY20 FY21 FY22E FY23E FY24E 

Net Revenues (` mn) 17,668 18,667 19,322 22,040 25,019 

EBITDA 3,211 3,444 3,652 4,408 5,316 

EBITDA margin (%) 18.2% 18.4% 18.9% 20.0% 21.3% 

Adj. PAT 1,859 2,509 3,161 4,168 3,932 

Diluted EPS 32.2 39.4 49.7 65.5 61.8 

RoE (%) 5.4% 6.2% 6.7% 8.4% 7.4% 

P/E (x) 67.2 55.0 43.6 33.1 35.1 

Source: Company, Ambit Capital research sumit@arthcapital.com
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Narrative in Charts 
Exhibit 1: With Tarun Arora joining as CEO, ZYWL focused on organic & inorganic growth opportunities; Heinz portfolio a 
nice fit in ZYWL’s health & wellness positioning; near-term RoE compressed owing to `39.2bn goodwill paid for acquisition 

 
Source: Company, Ambit Capital research; FY19-21 CAGR of 54% includes acquisition of Heinz led growth – ZYWL has not disclosed separate growth figures for 
ZYWL (pre-acquisition) and Heinz separately 

Exhibit 2: Heinz acquisition = Expansion of TAM and TG  

Zydus Wellness 
Market 

Size (` bn) 
Target group (TG) 

Season-
ality 

Rank Penetration 
Category CAGR 

(FY17-FY20) 

Sugar Free 4 Elderly above 40 years  1st 12% 8% 

Everyuth 29.5 Women & teenagers  1st* 20% 10% (Note) 

Nutralite 3.2 Elderly above 40 years  N.A. 15%  

Total 36.7 
     

Heinz 
      

Glucon D 9.8 
Kids to adults upto  
25 years  1st 12% 11% 

Complan 73.0 
Kids to adults upto  
25 years  4th 24% 6% 

Nycil 7.6 All age group  1st 15% 15% (Note) 

Sampriti Ghee 
 

All age group  N.A. N.A. 
 

Total 90.4      

Sum Total 127.4      

Source: Company, Ambit Capital research; *Note: Market size data is as at FY20. Everyuth is the leader in peel-
offs and scrubs category. Category CAGR for Everyuth is for peel offs and scrubs market from FY18-20; Prickly 
heat powder category growth is from FY11-20 

Exhibit 3: Product extensions will enable recruitment of 
more consumers  

 
Source: Ambit Capital research 

 Exhibit 4: Full portfolio has high health & wellness 
quotient yet affordable   

 
Source: Ambit Capital research 
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Exhibit 5: Re-imagining ZYWL through potential product extensions; foray into new categories too on the anvil  

 
Source: Company, Ambit Capital research; Note: sub categories and formats mentioned in green are extensions that we anticipate ZYWL will launch over the next 
5-7 years 

 

Exhibit 6: Increase in penetration + 
distribution = double-digit growth  

 
Source: Company, Ambit Capital research 

Exhibit 7: Expect FY21’s category wise 
revenue contribution… 

 
Source: Company, Ambit Capital research 

Exhibit 8: …to remain broadly similar 
in FY24 too  

 
Source: Company, Ambit Capital research 
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Exhibit 9: Aptly spending more on ads to bolster new 
launches and extensions 

 
Source: Company, Ambit Capital research; Note: considered for FY19 since 
spends for FY20 and 21 were lower owing to Covid 

 Exhibit 10: Expansion of manufacturing footprint at 
existing sites on the cards  

 
Source: Company, Ambit Capital research; Note: Freight cost for FY20 has 
been considered since Annual Report for all companies are not available yet 

 

Exhibit 11: In two years of acquisition, debt levels brought 
under control through internal accruals and equity-raise 

 
Source: Company, Ambit Capital research 

 Exhibit 12: FY20 RoCE/RoE dipped 7%/5% (80%/22% FY18 
pre-acquisition); should reach double digits by FY26  

 
Source: Company, Ambit Capital research; Note: Goodwill upon acquisition 
is `39.2bn resulting into suppressed RoCE/RoE 

Exhibit 13: With improvement in financial and operating performance, ZYWL has 
consistently seen P/E multiple re-rating  

 
Source: Bloomberg, Ambit Capital research 
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Exhibit 14: SWOT analysis 
Strengths  Weaknesses 

 Brands with >30 years legacy = top of mind recall for consumers.  

 Market leader in five of six categories; Fourth largest in HFD. 

 Categories require strong R&D capabilities and launching consumer 
centric products; maintaining market leadership position over >10 
years is testament to ZYWL’s in-house R&D capabilities and consumer 
insights; support from parent (Zydus Cadila, 8% R&D spends to sales, 
an added advantage. 

 Portfolio of brands into niche health & wellness categories, consumers 
are increasingly focussing on these categories. 

 Post-acquisition of Heinz, ZYWL is strongly positioned in 
chemist/pharmacy as well as GT channel 

 Able leadership team and diversified BoDs. (refer exhibit 91, 92). 

 Balance sheet strength for bolt on acquisitions. 

  Natural extensions in some categories could be limited – e.g. prickly heat 
powder. 

 Heavy reliance on revenue from summer portfolio through Glucon D and 
Nycil; contributes ~35-40% of revenues. 

 Need to undertake massive exercise of category development, improving 
penetration, creating awareness and increasing distribution. All of these 
need to happen parallely for company to sustain double digit growth. 

 Product gap to attract consumers in the age group of 25-40 years. 

 Need to invest heavily behind marketing, sponsor sports – both of this 
would require upfront investments. 

Opportunities  Threats 

 Growth longevity to come from improving penetration and distribution.  

 Ability to increase distribution by ~13-15% p.a. till FY25E. 

 Chemist/Pharmacy/Specialty stores are gaining prominence. 
Expanding store size and assortment mixes to target wider consumer.  

 Distribution skew for some products from select geographies. 
Expansion pan India to offer growth opportunity. 

 Production scalability not an issue since most of the products are 
manufactured in-house giving optionality to go 3P way.  

 Expansion in to international business (currently 3% of revenue with 
guidance to take this to 8% over coming years). 

 Improving saliency of Sugarfree, Nutralite in HoReCa channel. 

  Penetration for some categories may not increase since consumers may 
never understand the need and efficacy of those products. 

 Niche categories remains niche and does not become mainstream. 

 Aggressive competition from HUL in HFD category or PE backed startups 
/ D2C brands in other categories such as Glucon D, Everyuth, etc.  

 Higher than expected increase in RM cost which mean ZYWL will need to 
absorb some price shocks. 

 Each brand has single manufacturing location. Any shutdown, loss of 
manufacturing capacity will yield interim business loss. 

Source: Company, Ambit Capital research 

 

Exhibit 15: Mapping ZYWL on IBAS framework 

Categories Comments 
Rank vs midcap 

 FMCG peers 

IBAS framework 
 

 

Innovation 

 With new CEO, Tarun Arora, w.e.f. 1 May 2015, pick up in innovation across categories was seen (refer 
exhibit 61). 

 Innovations leading to expansion of TAM and TG. Innovations are also relevant in current times where 
consumer’s spends towards health & wellness is only likely to go up. 

 Advantage of Parent company in pharmaceutical space whose R&D spends at ~8% is amongst top-5 in 
pharma space 

 

Brand 

 ZYWL’s brand recall and market share (leader in 5 of 6 categories) amongst the highest each categories. 
 Increasing consumer’s desires to shop for health & wellness products bodes well for entrenched brands and 

market leaders. 
 ZYWL’s ad spends are amongst the highest within FMCG peers. 
 ZYWL has wisely chosen its brand ambassador; e.g. – Sanjeev Kapoor, India’s top chef for Sugarfree brings 

credibility to the product proposition. 
 As ZYWL launches variations, advertising pitch reflects expansion of TG. E.g. – Nycil ad (refer exhibit 53). 

 

Architecture  

 All brands (except Nycil) are manufactured in-house, reflecting strongly on QC. In-house R&D enables quicker 
prototyping and product launches.  

 Almost 3x jump in retail reach post acquisition of Heinz; ability to leverage GT and wholesale channel strength 
of Heinz for ZYWL products. 

 Widening talent base to make management team future ready (refer exhibit 62). 

 

Strategic asset  

 Market leadership position in 5 of 6 categories along with top of the mind recall in all categories where ZYWL 
operates. 

 Limited competition in some categories such as Everyuth, Sugarfree, Nycil, Glucon-D. ZYWL will need to 
address any threat from D2C companies.  

 Building on expanded distribution base post acquisition of Heinz will give an advantage in GT, MT and e-
commerce channels. 

 

Source: Ambit Capital research; Note: -Strong; -Relatively Strong; - Average; - Relatively weak 

sumit@arthcapital.com
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Acquisition bolsters health & wellness play  
Journey from a division within Cadila Healthcare to an independent listed 
entity operating in `37bn TAM to acquisition of Heinz India (2x revenues at 
the time of acquisition) signifies ZYWL’s quest for growth. Positives of 
acquisition is expansion of TAM to `127bn, portfolio-level penetration of 
~17%, huge distribution complementarities (coverage increased from 0.8mn 
to 2.25mn and strengthened position across retail format), and cost synergies 
(`450-500mn by FY23). However, `46bn acquisition (on pre-acquisition asset 
base of `6.5bn) naturally meant increase in debt, equity dilution and 
goodwill. This whilst strengthened P&L line items, it did have negative impact 
on balance sheet – debt:equity of 0.5x (high for an FMCG company) and 
equity dilution of `25.7bn (`7bn NW pre-acquisition). All of this resulted in 
RoE decline to 9% in FY19 from 22% in FY18. We, however, believe that with 
improving revenue trajectory, controlled cost and negligible incremental 
capital deployed, return ratios are likely to improve.  

 
Journey so far… 
In 2009, the consumer products division (Sugarfree & Everyuth) of Cadila Healthcare 
(listed company into pharmaceutical sector) was carved out to form Zydus Wellness 
(ZYWL). From 2009 till FY19, ZYWL has been operating within the consumer health & 
wellness space in three categories – (i) sugar substitute (brand: Sugarfree), (ii) facial 
skin care (brand: Everyuth) and (iii) butter substitute (brand: Nutralite). These are 
niche categories in which ZYWL has maintained its leadership position with relatively 
low competition. In the last decade, ZYWL has not made inroads in any new category. 
In FY19, ZYWL acquired Heinz India, whose portfolio too had market leadership 
positions in niche categories catering to health & wellness segments. Portfolio of 
Heinz included: (i) glucose powder (brand: Glucon D), (ii) HFD (brand: Complan), (iii) 
prickly heat powder (brand: Nycil) and (iv) ghee (brand: Sampriti). This acquisition 
helped ZYWL expand its domestic TAM from `37bn to `127bn (refer exhibit 18). 
Acquisition of Heinz also helped ZYWL expand its target group (TG) from products 
focused on consumers aged 25+ pre-acquisition to products catering to consumers 
from 2 years and above. What has not changed is the overall portfolio-level 
penetration: ~15% before acquisition to ~17% post acquisition on a consolidated 
category base. On the flip side, the acquisition has brought seasonality in the 
portfolio – Nycil and Glucon D (contributing 35-40% sales) are summer-centric 
products with >80% sales coming during the months of March-June.  

Exhibit 16: ZYWL’s journey from incubation within Cadila Healthcare to acquisition of 
Heinz in 2019 

 
Source: Company, Ambit Capital research 

sumit@arthcapital.com
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Acquisition of Heinz and immediate financial impact 
In FY19, ZYWL acquired the entire portfolio of Heinz India for a consideration of 
`46bn and got the domestic and international rights for Glucon D, Nycil and Sampriti 
Ghee and domestic rights for Complan. These complement ZYWL’s strategy of 
expanding into niche categories of consumer health and wellness.  

Exhibit 17: Acquisition of Heinz helped ZYWL triple its revenues as well as EBITDA 

 
Source: Company, Ambit Capital research 

 

Exhibit 18: Heinz acquisition = Expansion of TAM in low penetrated categories + TG 

 
Market 

Size (` bn) 
Target group (TG) 

Season-
ality 

Rank Penetration 
Category CAGR 

(FY17-FY20) 

ZYWL 
     

 

Sugar Free 4 Elderly above 40 years  1st 12% 8% 

Everyuth 29.5 Women & teenagers  1st* 20% 10% (Note) 

Nutralite 3.5 Elderly above 40 years  N.A. 15% NA 

Total 37 
     

Heinz 
      

Glucon D 9.8 
Kids to adults upto  
25 years  1st 12% 11% 

Complan 73.0 
Kids to adults upto  
25 years  4th 24% 6% 

Nycil 7.6 All age group  1st 15% 15% (Note) 

Sampriti Ghee 
 

All age group  N.A. N.A. 
 

Total 90.4      

Sum Total 127.4      

Source: Company, Ambit Capital research; *Note: Market size data is as at FY20. Everyuth is the leader in peel-
offs and scrubs category. Category CAGR for Everyuth is for peel offs and scrubs market from FY18-20; Prickly 
heat powder category growth is from FY11-20 

At the time of acquisition, Heinz India’s revenues were ~2x of Zydus. This naturally 
led to a spike in revenues in FY19 (integration for part year) and FY20. After 
acquisition, Zydus’ gross margin contracted 1,269bps over FY18-20 due to lower 
gross margin portfolio of Heinz. However, EBITDAM dip was only 626bps due to 
lower ad spends on Heinz portfolio and initial synergy benefits. Return ratios naturally 
took a hit since the acquisition resulted in goodwill of `39.2bn, increased debt to 
`15bn as well as raised equity of `25.8bn.  

Post-acquisition TAM 
increased to `127bn from 

`37bn 

sumit@arthcapital.com
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Exhibit 19: Jump in revenues from FY19/20 due to inclusion 
of Heinz revenues  

 
Source: Company, Ambit Capital research 

 Exhibit 20: Dip in gross margin mitigated to some extent 
at EBITDAM level  

 
Source: Company, Ambit Capital research 

 

Exhibit 21: Increase in debt to fund acquisition led to spike 
in interest costs 

 
Source: Company, Ambit Capital research 

 Exhibit 22: Fall in return ratios post acquisition due to 
higher goodwill, debt and equity dilution 

 
Source: Company, Ambit Capital research 

 
Our view on acquisition cost 
When Heinz was up for sale, Horlicks & Boost, the leaders in HFD, too were on the 
block and were acquired by HUVR. Thus, while we evaluate absolute acquisition 
valuation of Heinz by ZYWL, we also do a relative comparison of valuation multiples.  

Exhibit 23: Implied lower RoCE signifies higher cost paid towards brand (same with HUVR-GSK deal) – key to success would 
be how and to what extent ZYWL can leverage Heinz’s portfolio 

Particulars ` mn 
Implied valuation 
parameters  
(ZYWL-Heinz deal) 

 
Comparison with HUVR-GSK 
acquisition 

` mn 

Acquisition cost 46,674 Implied trail EV/Sales (x)                4.1  Acquisition cost        321,150  

Heinz - Revenues 11,500 Implied trail EV/EBITDA (x)              20.7  GSK - Revenues           42,000  

Heinz - EBITDA 2,250 
Implied pre-tax RoCE 
(EBITDA/Acquisition cost) (%) 

4.8% GSK - EBIT             8,400  

Heinz - EBITDAM 20% 
  

GSK - EBIT margin 20% 

ZYWL - Revenues (pre acq) 5,300 
  

Implied trail EV/Sales (x)                 7.6  

ZYWL - EBITDA (pre acq) 1,250 
  

Implied trail EV/EBITDA (x)               38.2  

ZYWL - EBITDAM (pre acq) 24% 
  

Implied pre-tax RoCE (EBIT/Acquisition 
cost) (%) 

2.6% 

Post acquisition EBITDAM 21% 
    

Source: Company, Ambit Capital research 
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As seen above, the ZYWL-Heinz deal happened at an implied trail EV/sales and 
EV/EBITDA of 4.1x/20.7x whereas HUVR-GSK deal happened at an implied trail 
EV/sales and EV/EBITDA of 7.6x/38.2x, i.e. ~85% premium. Premium is justified 
considering market leadership of GSK’s portfolio (~60% MS in HFD category), 
distribution reach, R&D capabilities vs Heinz’s Complan which had ~8% MS at the 
time of acquisition. Thus, on a relative basis we do not see ZYWL has having 
overpaid. 

 
Acquisition structuring and funding 
ZYWL along with its subsidiary, Zydus Wellness Products, acquired 100% of Heinz in 
the ratio of 68:32. Eventually, Heinz was merged with Zydus Wellness Products in 
order to avoid multiple layering of companies (refer below exhibit). 

Exhibit 24: Consolidation of Heinz portfolio with Zydus led to reduction in layering and integration of plants 

 
Source: Company, Ambit Capital research 

 

Exhibit 25: 32% funding through debt, 55% through issue 
of equity shares 

 
` mn Comments 

Debentures 15,000 

Issuance of redeemable 
NCD repayable in three 
equal yearly instalments 
starting from January 16, 
2022. RoI - 9.14% 

Equity 25,750 Preferential allotment 

Internal accruals 5,924 
 

Total acquisition cost 46,674 
 

Source: Company, Ambit Capital research 

 Exhibit 26: Preferential allotment to parent company, promoter 
group and clutch of PEs 

 
Shares issued % allocation 

Threpsi Care LLP (True North Affiliate)   7,220,216 39% 

Pioneer Investments Fund 722,021 4% 

Cadila Healthcare Limited 8,483,754 46% 

Zydus Family Trust 2,166,064 12% 

Total shares issued 18,592,055 
 

Issue price (`) 1,385 
 

Equity raised (` mn) 25,750 
 

Source: Company, Ambit Capital research;  

In 3QFY21, ZYWL redeemed the NCD by doing another QIP of `6.5bn and 
refinancing through low-cost debt of `5.65bn @ 5.01% p.a. With this, the debt equity 
of the company which had reached 0.5x in FY19 has now come down to a 
comfortable level of 0.1x.  Thus, post-acquisition leverage has been brought under 
control in just 2 years.  

  

sumit@arthcapital.com
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Synergy benefits of acquisition 
Apart from getting four brands in the consumer health and wellness categories, ZYWL 
will also be able to leverage other benefits as mentioned in exhibit 27.  

Exhibit 27: Synergistic benefits ready to be exploited by ZYWL 

 
Source: Company, Ambit Capital research 

 

Exhibit 28: Acquisition led to strengthening of leadership position in more categories, 
distribution reach and well as GTM muscle 

 
No of 

brands 
Category size 

(` bn) 
Category 

leadership 
Retail reach 

(in mn) 
Feet on  

street 

ZYWL 3 37 3 0.85 1,000 

Heinz 4 90 2 1.70 1,000 

ZYWL (Post acquisition) 7 127 5 ~2.25 2,000 

Source: Company, Ambit Capital research; Note – category sizes are approximates as at FY20 

 
Increasing penetration to become a reality soon 
Theoretically, increase in penetration is one of the growth plank for a category’s 
growth longevity. However, we wonder if penetration for some of the categories will 
increase, and if yes then why and how soon.  

Exhibit 29: Penetration across ZYWL’s categories is in the sweet range of 12-24% 

 
Source: Company, Ambit Capital research 
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Synergy benefit of 
` 400-500mn by 

FY23 

12% 13% 
16% 17% 
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Theoretically above signifies that ZYWL’s products offer growth longevity. But when 
we do an inverted thinking, we question what can be potential drivers for 
improvement in penetration considering categories being niche.  

Rural-urban penetration split to give more insights 

When we see penetration, it is always considered on a pan-India basis. But 
considering the wide rural-urban consumption affordability divide, the penetration for 
rural would be far lower than urban. We strip down ZYWL’s category penetration into 
potential urban and rural penetration.  

Exhibit 30: Rural penetration for most categories would be 5-15% whereas urban 
penetration would be 20-40%, and ZYWL’s products are more an urban story 

 
Source: Company, HUL, Ambit Capital research; Note – above calculation is considering rural:urban HH split of 
60%:40%. For Complan, urban penetration is calculated basis rural penetration already given by HUL 

The above calculations suggest that even urban penetration for most of the 
categories is sub-40%. Considering that the product caters to health & wellness 
categories, an emerging growth category, we see possibilities of improving 
penetration in urban markets. It will also be dependent on how ZYWL plans to exploit 
each category through product extensions, brand awareness, distribution reach, etc. 
(described in detail in next section). Add to that, ZYWL’s rural go-to-market strategy 
and SKU differentiation can help increase its rural penetration. Thus, while we believe 
that penetration for categories may not exceed 50%, there is still ample room to 
improve penetration from current sub-40% in urban markets and 5-15% in rural 
markets. This will be one of the strong growth pillars for ZYWL over the next decade.   
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Category-level deep-dive signifies growth 
longevity   
As we deep-dive into ZYWL’s categories, we remain confident of ZYWL’s 
ability to address whitespaces and potential to launch extensions which will 
expand category sizes. Combined distribution strength (ZYWL + Heinz) would 
lend further support to growth. With most of the products in health & 
wellness, R&D plays a critical role – ZYWL’s in-house R&D capabilities 
combined with parent company’s R&D support (8% of sales, amongst top-5 in 
Indian pharma companies) will enable ZYWL to launch functional products 
keeping the consumer’s needs in mind. Management’s quest towards 
improving brand awareness (ad spends at 14%, amongst highest in FMCG 
peers) and new product launches to expand TG will improve penetration. 
This gives us confidence in ZYWL’s potential to clock ~12.5% over the next 
two decades (inorganic acquisitions, an optional value).  

 

Exhibit 31: Category share, competitive analysis and SWOT in a snapshot 
Name of the 
 brand 

Rev share 
(FY21) 

FY21 brand 
revenue (` mn) 

FY22-25 rev 
growth rate (%) 

Key competition & brand 
Strengths & 
Opportunities 

Weakness & 
Threat 

Sugar Free 20% 3,744 13.3% 

 Sugar free: 94% MS; 
 Sweet & Healthy 

(Wipro);  
 Kaloree (Mankind); 
 Splenda (Heartland food 

products) 

 Increased reach within 
GT, MT, e-com and 
HoReCa; 

 New launches to recruit 
calorie conscious non 
diabetic consumers 

 Negative perception 
of category created 
through media 
articles 

Everyuth 8% 1,525 14.4% 

 Everyuth: 6% MS in 
face care market; 

 Biotique (Bioveda Action 
Research); 

 Himalaya (Himalaya 
drug Co); 

 Lotus (Lotus Herbals) 

 Opportunity to make 
Everyuth into master 
brand for face care 
solutions 

 Tough competition 
from Himalaya 

Nutralite 6% 1,128 24.2% 

 Nutralite, 
Doodhshakti; 

 Delicious, Amul lite 
(Amul) 

 Healthy alternative for 
breakfast table spread 
range 

 Market creation 
which will require 
investments and time 

Glucon D 25% 4,693 15.0% 
 Glucon D:58% MS 
 Glucose D (Dabur); 
 GlucoVita (Wipro) 

 Transform to nutritional, 
energy, functional drink; 

 Cater to age group from 
5-45 years 

 Seasonality of 
product 

Complan 23% 4,290 9.5% 

 Horlicks & Boost: 55% 
MS (HUL);  

 Bournvita: 15% MS 
(Mondelez); 

 Complan: 6% MS  

 Distribution led market 
share gains; 

 Address whitespaces 

 Competing with 
HUL's distribution, 
marketing and data 
analytics will not be 
easy 

Nycil 13% 2,394 13.8% 

 Nycil: 36% MS; 
 Dermi cool (RB); 
 Boroplus (Emami); 
 Shower to Shower (ITC) 

 Opportunity to make 
Nycil a master brand in 
skincare category 

 Seasonality of 
product 

Source: Ambit Capital research; Note – above brand wise revenues are calculated based on category sizes and MS and hence are approximates  

Exhibit 32: Mapping ZYWL’s brands on qualitative framework too signifies growth 
longevity  

 
Sugarfree Everyuth Nutralite Glucon D Complan Nycil 

Competitive intensity 
      

Scope for innovation 
      

Brand recall 
      

Category relevance 
      

Export opportunity 
    

NA 
 

Source: Ambit Capital research; Note: -Strong; -Relatively Strong; - Average; - Relatively weak; Note 
– ZYWL does not have international rights for Complan and hence export opportunity is NA 
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Glucon-D: Penetration and innovations to provide 
double-digit growth (~25% revenue contributor) 
Glucon-D is the market leader in ~`9.8bn glucose powder category. Glucon-D has 
continued to remain a market leader with ~60% market share over the last few 
years. Glucose powder is a seasonal product with ~80% sales coming in the summer. 
FY21 and FY22 have been a washout for summer-centric products owing to Covid 
restrictions. However, as things normalize, we expect category growth to rise to 
double-digit levels from FY23 (refer exhibit 36 for growth drivers). 

Exhibit 33: Nuances of glucose powder category 

Category 
Market size 

(` mn) 
Category   

CAGR 
Target audience 

& age group 
Competition & MS 

Glucose powder 9,800 11% Kids to adults  
upto 25 years;  

Athletics,  
Sportsperson 

Glucon D: 59% (ZYWL) 

   
Glucose D (Dabur) 

   
GlucoVita (Wipro) 

Source: Company, Ambit Capital research; Note – Market size is as at FY20, Category growth is from FY17-20 

Glucon D being an 86-year-old brand with category penetration of ~12% suggests 
that while seasonality of product is constraining improvement in penetration. But with 
suitable extensions and expansion of TG, we believe improvement in penetration can 
be achieved. We are encouraged with what ZYWL is doing with the brand, variants 
and pricing (refer appendix, exhibit 34) – in just 1 year post integration, it has 
launched GluconC Immuno Fizz and Glucon D Immuno Volt in FY21. As ZYWL 
launches multiple extensions and enters into adjacencies such as ORS, tetrapacks and 
the wider nutritional/energy drinks category, we see a long-term growth journey for 
Glucon D (refer exhibits 34-36).  

Exhibit 34:  ZYWL’s growth strategy will be to improve penetration, launch variants 
and increase visibility and awareness  

 
Source: Ambit Capital research 

Exhibit 35: Product extensions that Glucon D can enter; differentiation can be through low sugar proposition  

      

 

Source: Ambit Capital research 
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Exhibit 36: Growth drivers over FY21-25E (CAGR) 

 
Source: Ambit Capital research 

 
Complan: Can improve market share against 
behemoth! (~23% revenue contributor)  
Complan is the fourth-largest player in the ~`73bn HFD category with a market 
share of 5.5% (market share was 5.5-6% when ZYWL acquired Heinz). Back in FY15, 
Complan had 13-14% market share in HFD. However, over the years since Heinz 
prioritized margins over volume growth, Complan’s pricing lost competitiveness. 
Reduction in ad spends too led to reduction in Complan’s brand positioning from the 
minds of consumers. This led to a double whammy of slower growth and market 
share loss. In order to keep the product competitive, ZYWL has not yet increased the 
price despite RM inflation. 

Exhibit 37: Nuances of HFD category 

Category 
Market  

size 
FY17-20 

CAGR 
Penetration 

Target 
audience 

Competition & MS 

HFD 73,000 6% 24% Infants, Kids, 
Adults upto 25 years; 

Pregnant women 

Horlicks & Boost: 55% (HUL) 

    
Bournvita: 15% (Mondelez) 

    
Complan: 6% (ZYWL) 

Source: Company, Ambit Capital research; Note – Market size is as at FY20, Category growth is from FY17-20 

Over FY17-20, the category growth rate was ~6% primarily owing to lack of 
innovation by market leader (earlier Horlicks and Boost were owned by GSK 
Consumer). Now as top 3 of 4 HFD brands have new owners, we expect all the 
players to jointly work towards increasing penetration (current overall penetration is 
at 24%, rural penetration is 14%) through innovation, consumer awareness, etc.  

Category is relevant in the Indian context 

We remain optimistic about category relevance and its growth potential over the 
coming years. As per studies presented by HUL, 9 in 10 children are deficit in micro-
nutrients and 4 in 10 children are undernourished. Claims and efficacy of HFD 
category such as healthier blood, more muscles, extra protein, healthy weight gains, 
more bone area, increases immunity etc. are clinical claims. Also, generally there is 
high stickiness of such products once consumed. In order to expand TG, market 
leader Horlicks has introduced multiple variations of Horlicks including specific 
products for adults and women.  

Is ZYWL’s strategy enough to help it win market share? 
Since Complan is not the market leader in HFD and considering that HUL recently 
(FY19) bought Horlicks and Boost (integration completed in FY21), commenting on 
ZYWL’s growth strategy without taking cognizance of HUL’s strategy for HFD brands 
would be insufficient.  
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Exhibit 38: Strategy could be similar but path adopted is different; we see potential 
for Complan to gain market share  
Strategy HUL Complan 

Market 
development and 
Penetration 
improvement 

Already introduced sachets of ` 
2 and 5; saver packs 

Complan’s penetration is ~12% against HFD category's 
penetration of ~24%. Complan to work towards improving its 

penetration. Sachet contributes 15% of category sales; Complan 
to continue to focus on large packs. Nevertheless, have 

launched 75gms packs/`30 for North and West India and 
18gms/`5 sachets for South & East.  

   

Upgrade & 
premiumise 

Launch of more science led 
products; Eg: launch of 

Horlicks with extra Vitamin C, 
D and Zinc 

Identify product gaps and address them (refer exhibit 39); 
Launched Nutrigo for 2yrs+ kids 

   

HUL distribution 
multiplier 

Taking Horlicks retail reach of 
~3.5mn to HUL's F&R 

distribution level of ~4.5mn 
outlets.  

Distribution of Complan is just to 0.65mn stores against ZYWL's 
distribution of 2.25mn outlets 

   

Expand the 
nutrition category 

Introducing more products 
towards maternal nutrition, 
women nutrition and adult 

deficiency and wellness 

To use in house R&D and support from parent company to 
launch products addressing nutritional gaps (already leader in 

protein content, exhibit 108) 

   

Brand visibility 
Undertake required spends to 

improve brand visibility 
Undertake required spends to improve brand visibility 

   

Source: Ambit Capital research; Note: -Strong; -Relatively Strong; - Average; - Relatively weak 

Risk: Difference lies in how deeply Complan adopts the sachets strategy. Currently, it 
seems sachet is not the core play for Complan. While we agree that HFD category 
must be played through larger packs than sachets, since Complan is in the process of 
introducing more variants and reformulating its product, it should not take eyes off 
the sachet strategy at least in the next 2-3 years in order to enable trials for 
consumers. However, if it does not continue its sachet strategy, we believe gaining 
long term consumer traction would be difficult and hence growth and market share 
gain journey will get elongated.   

Exhibit 39: ZYWL’s Complan has opportunity to address whitespaces  

  
ZYWL HUL Mondelez Similac Danone 

Toddlers 

0-2 years    PediaSure 
Aptamil, Dexolac,  

Farex 
2-4 years Complan Nutrigo Junior Horlicks Bournvita Lil Champs PediaSure Protinex Junior 

4-6 years Complan Nutrigo Junior Horlicks Bournvita Lil Champs PediaSure 7+ Protinex Junior 

Kids 
Malt Drink Complan Horlicks, Boost Bournvita 5 star PediaSure 7+ Protinex Grow 

Advanced Nutrition Complan 
Horlicks growth 

plus 
Bournvita  Protinex Grow 

Adults 

Women  Horlicks 
Women Plus 

Bournvita Women   

Mother  Horlicks 
Mother's Plus   Protinex Mama 

Protein  Horlicks Protein 
Plus  Ensure, Ensure + Protinex 

All Adults  Lite Horlicks   Protinex,  
Protinex lite 

Heart Nutrition  Horlicks Cardia 
Plus    

Diabetes    Ensure Diabetes  
Care 

Protinex Diabetes  
Care 

Source: Company, Ambit Capital research; Note – Highlighted portion is the whitespace that Complan can address 

ZYWL through its R&D prowess and parent company’s R&D expertise can not only fill 
product gaps but also introduce more functional products. In fact, Complan’s base 
pack has more protein per kg than competing brands. ZYWL has already started 
marketing their product claims distinctively.  
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Exhibit 40: Down from mid-teens to current market share 
of just 5.5-6%; scope to improve market share remains 

 
Source: HUL presentation, Company, Ambit Capital research 

 Exhibit 41: Penetration + distribution expansion + new 
products to drive growth over FY21-25E 

 
Source: Ambit Capital research 

 

Exhibit 42: Product extension possibilities under Complan brand 

    
Source: Ambit Capital research 

 

Sugar free: Sweet proposition (~20% revenue 
contributor)  
ZYWL is practically the sugar substitute category creator with Sugarfree’s market 
share at ~94% over the last 5-6 years. Since sugar free is considered more a 
wellness product, >70% sales come from chemist/pharmacy channels. ZYWL’s 
Sugarfree encompasses all variants of artificial sweetener at competitive pricing (refer 
appendix exhibit 109). 

Exhibit 43: Nuances of sugar substitute category 

Category 
Market  
size (` 
mn) 

FY17-20 
CAGR 

Penetra-
tion 

Target 
audience 

Competition & MS 

Sugar 
substitute 

4,000 8% 12% 
Diabetic 
 Patients; 

Sugar  
conscious adults  

>40 yrs 

Sugar free: 94% (ZYWL) 

    
Sweet & Healthy (Wipro) 

    
Kaloree (Mankind) 

    
Splenda (Heartland food 
products) 

Source: Company, Ambit Capital research; Note – Market size is as at FY20 
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Exhibit 44: NPD aggression has increased from 2017   

Year Brand journey 

1988 Launched Sugarfree with Aspartame 

2005 Launched Sugarfree Natura with Sucralose 

2017 Launched Sugarfree green with Stevia  

2018 Launched Sugarlite; Sugarfree Veda – ayurvedic Sugarfree green 

2019 Launched Sugarfree D'lite Chololates 

Source: Ambit Capital research, Company 

 Exhibit 45: Market share is comfortably in the band of 
93-95% from FY16  

 
Source: Ambit Capital research, Company 

Low penetration – worry or opportunity? 

Penetration of Sugarfree is ~12%. For India which has the second highest number of 
diabetics (77mn as at 2019), penetration of ~12% looks optically low. Basis the 
absolute number of diabetics and converting it at the household (HH) level, potential 
penetration can be ~27%. We believe lower penetration is because ~35-40% Indians 
not having affordability, availability or awareness of the category. Since they are 
controllable factors, we believe ZYWL will potentially address through smaller pack 
sizes, improving distribution as well as advertising. We believe, solely from increase 
in diabetic patients and penetration improvement can give 2.2%/3.1% growth rates 
for Sugarfree till FY45E (refer exhibit 46, 47).  

Exhibit 46: India’s diabetic population likely to double over 
the next 25 years 

 
Source: IDF, Ambit Capital research 

 Exhibit 47: 3% CAGR likely through improvement in 
penetration  

 
2019 2045E 

India level penetration possibility 27% 33% 

Actual penetration  
12% (as per  

mgmt.) 
18% (our  

assumption) 

Brand size (` mn)            3,744                 9,243  

Brand spend per HH 110                   125  

Source: Ambit Capital research; Note: While undertaking above calculation 
we have assumed that there would be only one diabetic per HH and thus 
there is upside risk to our 3% CAGR  

Expanding TG through innovations 

While Sugarfree is seen as a product for diabetic consumers, ZYWL is gearing 
towards expanding its TG by launching products for calorie-conscious consumers. In 
fact, as per management, 55-60% revenue of Sugarfree comes from diabetic patients 
and the remaining comes from non-diabetic consumers. ZYWL has already launched 
Sugarlite (50% less calories vs sugar) as well as D’lite chocolates (Sugarfree 
chocolates). Like the sugar substitutes category, ZYWL will need to build adjacencies 
with more launches, ad spends, product availability and variations. Taking a cue from 
global artificial sweetener players, we try to extrapolate which products ZYWL can 
launch under the Sugarfree brand (refer exhibit 48). 
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Exhibit 48: Introduction of more products + TAM & TG expansion = growth longevity  

 
Source: Ambit Capital research; Note – Above portfolio extensions have been thought taking Splenda as an 
example. Splenda is one of the largest artificial sweetener products in the USA. 

Scope to expand distribution key near-term growth driver 

One of ZYWL’s strategic initiatives post acquisition and integration of Heinz was 
distribution expansion. With ability to take Sugarfree to MT, e-com and Sec A GT 
stores, we expect distribution expansion to be one of the key growth pillar. This 
coupled with introduction of more product offerings (launch of Sugarlite, product for 
non-diabetic calorie conscious consumer) and expansion of TG can help in improving 
Sugarfree’s distribution. Apart from this, we believe the export opportunity for 
Sugarfree also remains strong, especially to Middle East, Africa and SE Asia. Thus, we 
remain confident of ZYWL’s ability to post double-digit revenue growth in Sugarfree 
over the next decade. 

Exhibit 49: Variables lending growth support over FY21-25E 

 
Source: Ambit Capital research 

Consumer’s negative perception towards artificial sweeteners is changing 

One of the reasons why the penetration of sugar substitute remains at just 12% is 
also the myths around side effects of sugar substitutes. These myths revolve around 
side effects ranging from glucose intolerance, increased risk of diabetes, weight gain 
and cancer. As per our understanding, these are only myths and are not scientifically 
proven. The USFDA has in fact approved aspartame, sucralose, and six other low-
calorie sweeteners for use in humans – these are the molecules that ZYWL uses in 
their Sugarfree range. These sweeteners have been classified under generally 
recognized as safe (GRAS) category, showing that there is no conclusive proof to 
establish negative side-effects of any low calorie sweeteners. As the consumer 
evolves from the negative perception, adoption of sugar substitute products by 
consumers will also help in improving the penetration of these products.  
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Nycil: Taking steps to become a skincare protection 
specialist (~13% revenue contributor)  
Nycil, the market leader in the prickly heat powder category, was an erstwhile 
portfolio brand of Heinz. Nycil gets 80-85% of its revenues during the summer 
season. The prickly heat powder category size was `7.6bn as at FY20 (FY21 saw a dip 
of 12-15% owing to Covid-led restrictions), with Nycil having ~36% market share. 
Over the last decade, while prickly heat powder category has grown at ~15% 
(category size was `2.2bn in FY11), the market share of Nycil under the leadership of 
Heinz management declined from 37% in FY11 to 32% in FY19. Now that ZYWL 
owns the brand, management has already started exploiting Nycil through renewed 
product position (refer exhibit 110), new product launches, improving distribution 
(market share at 35.8% as at FY21) and shift to overall skincare protection and 
hygiene categories.  

 

Exhibit 50: Nuances of prickly heat powder category 

Category 
Market 

size 
FY11-20 

CAGR 
Penetra- 

tion 
Target 

audience 
Competition & MS 

Prickly hear 
powder 

7,600 15% 15% 

All - summer 
season 

Nycil: 36% (ZYWL) 

    
Dermi cool (RB) 

    
Boroplus (Emami) 

    
Shower to Shower (ITC) 

Source: Company, Ambit Capital research; Note – Market size is as at FY20 

Exhibit 51: Category growth has remained in double digits 
over the last decade (till FY20)  

 
Source: Company, Ambit Capital research 

 Exhibit 52: ZYWL taking initiatives to win back market 
share as well as expand TAM 

 
Source: Company, Ambit Capital research 

Exhibit 53: Change in packaging and product ad to bring freshness in product, widen TG and increase occasions 

                                 
Source: Ambit Capital research 

Going season neutral through product launches 

Growth strategy for Nycil is to launch products to make it more season neutral. To 
that end, ZYWL is looking to expand Nycil as a master brand for its skincare 
protection segment. This would mean the company may look to enter diaper rash 
creams, ointments for rashes, female hygiene category, etc.  
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Exhibit 54: Product extension possibilities under the Nycil brand 

                                       
Source: Ambit Capital research 

Along with this, the company is looking to increase its brand spends, create more 
awareness about functionality of the product and expand distribution. Since Nycil is a 
functional product, consumers currently tend to use regular talcum powder instead of 
specific prickly heat powder. This is one gap that Nycil can address. Recognising the 
seasonality of the product, Nycil is available in pack sizes from 20g to 400g (single 
use per season to family use). Hence we do not think there are SKU gaps that 
company needs to address. Nycil has a stronger presence in North and East markets. 
With enhanced distribution capabilities, ZYWL would improve its retail presence for 
Nycil in South and West. Thus, with improving distribution, awareness (especially in 
Tier 2 and beyond), and introduction of extensions and variants, Nycil should be able 
to clock ~12.2% CAGR over FY21-25E (~13.8% over FY22-25E).  

Everyuth: Look good, feel good! (~8% revenue 
contributor)  
ZYWL launched its Everyuth skincare range in 1991 and positioned it as a natural 
brand with fruit-based scrubs, masks and peel-offs. ZYWL has been the leader in the 
scrubs and peel-off sub-category with 35.8% and 77.9% market shares respectively. 
The scrubs and peel-off sub-categories are niches in the overall facial care (~`30bn) 
category with approximate market sizes of `2,500mn and `900mn respectively. 

Exhibit 55: Nuances of facial care category 

Category 
Market  

size 
FY18-20  

CAGR 
Penetra- 

tion 
Target 

audience 
Competition & MS 

Facial  
care 

29,530mn 10% 20% 

Women & 
teenagers 

Everyuth: 6% in overall  
face care market (ZYWL) 

    
Biotique (Bioveda Research) 

    
Himalaya (Himalaya drug Co) 

    
Lotus (Lotus Herbals) 

    
VLCC (VLCC personal care) 

Source: Company, Ambit Capital research; Note – market size includes face wash, peel offs, scrubs and masks; 
FY18-20 CAGR is for peel offs and scrubs market;  

Exhibit 56: Peel-off & scrubs have grown at 17.9% & 9.1% 
CAGR respectively over FY17-20  

 
Source: Company, Ambit Capital research; Note: Excluded FY21 in CAGR 
calculation owing to Covid-19 impact on discretionary categories 

 Exhibit 57: Most launches in specialty segments such as 
scrubs, peel-offs and tan removal 

Year Innovation 

FY17 Re-launched Everyuth Tulsi turmeric face wash 

FY18 Launched Neem Papaya Scrub 

FY18 Re-launched Everyuth Golden glow peel off 

FY19 Launched Everyuth Tan Removal Range 

FY21 Launched Everyuth Aloe Cucumber Gel 

Source: Company, Ambit Capital research 
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Everyuth is one of the pioneering brands in the peel-off and scrubs sub-segment and 
is strongly positioned as a trusted brand offering natural products. With strong R&D 
capabilities, successful new launches (e.g. tan removal range) and brand recall, we 
expect Everyuth to maintain its market leadership in these sub-segments (refer 
appendix exhibit 111-113). However, when it comes to the facewash segment, 
Everyuth is yet to make its mark in this very competitive category – we see few 
chances of ZYWL being able to compete in facewash segment against Himalaya, 
Ponds, Garnier, Nivea etc. Everyuth has less than ~2% market share in the facewash 
segment.  

Before acquisition, ZYWL had weaker distribution strength in GT, MT and e-commerce 
channels. Now, on the expanded distribution base, we expect ZYWL to be able to 
push Everyuth products in the GT and MT channels. This in itself can be a significant 
growth opportunity for Everyuth over the next 3-5 years. Apart from that, macro 
tailwinds would continue to support specialty segments such as peel-offs and scrubs 
which are poised to grow at a faster clip than the overall facial care category owing 
to (i) rising disposable income, (ii) increasing consciousness w.r.t appearance, (iii) 
increasing participation of women in the labour force, and (iv) shift to 
naturals/ayurveda. The above factors will enable Everyuth to continue to grow at 
~13.1% over FY21-25E (14.4% over FY22-25E).  

 
Nutralite: Widening play from B2B to B2C (~6% 
revenue contributor)  
Nutralite is in the table spreads category with healthy offerings – products with low 
cholesterol and rich in omega 3. Keeping in line with the idea of promising health, 
Zydus Wellness offers Nutralite spread (cholesterol-free butter, choco spread with 
quinoa) and low-fat mayonnaise. ZYWL has also launched Nutralite DoodhShakti 
butter and ghee products. Until FY17, ZYWL was focused on the institutional channel 
with its margarine-based products. However, from FY17, ZYWL started launching 
products for retail consumers, including mayo in different flavours, choco spread, etc. 
Margarines and spreads currently are a relatively small category (~`3.5bn) but have 
strong growth potential. For HoReCa to offer consumers with healthy products, it has 
to seek ingredients such as nutralite. Also, many new players are entering this market 
on B2C basis – Amul, Britannia, Dr Oetker, Hershey’s etc. are launching multiple 
flavours and variations and new players such as Veeba as marketing heavily, which is 
driving consumer penetration. Covid-led surge in in-home consumption has also 
helped in increasing penetration levels for spreads and healthy butter. We expect this 
trend to gain momentum which will lead to double-digit growth for the category.  

Exhibit 58: Nuances of margarines and spreads category 

Category Market size  
(` mn) 

FY17-20 
CAGR 

Penetration Target 
audience 

Competition & MS 

Margarines and 
Spreads 

3,500 12% 15% Health 
conscious 
consumers 
HoReCa 

Nutralite, Doodhshakti 
(ZYWL) 

    
Delicious, Amul lite 
(Amul) 

    
Britannia (Britannia) 

Source: Company, Ambit Capital research; Note – Market size is approximate figure as at FY21 
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Exhibit 59: Entry of new players, variants and flavours has 
aided category growth of ~12% in FY16-21 

 
Source: Euromonitor International Limited 2021 © All rights reserved, Ambit 
Capital research; Note – decline in FY20/21 is owing to Covid-led lockdown 
restrictions 

 Exhibit 60: ZYWL, however, has a larger revenue share 
from HoReCa channel 

 
Source: Company, Ambit Capital research 

Moving to breakfast table range and growth in HoReCa to aid brand growth 

ZYWL is looking to expand its positioning in breakfast table products. For this, ZYWL 
will continue to launch more products under the Nutralite brand, new flavours in 
Mayo and variations in spreads (already has competitively priced range of products, 
refer exhibit 114). Since it has a strong R&D skillset with the parent company’s strong 
pharma lineage, ZYWL should be able to synthesize sugarfree options, protein and 
vitamins-enhanced propositions in its spreads portfolio. This could be unique 
proposition which will also help it expand TG to those who have BP/diabetes 
problems. ZYWL will look to grow Nutralite through focusing on penetration-led 
volume growth. Healthy spreads and margarine are poised to grow at a faster clip 
than the overall butter category owing to (i) improving offerings by many 
companies/brands; (ii) convenience; (iii) more consumers becoming aware about 
their health and counting calories while indulging; (iv) improving distribution; (v) 
more HoReCa platforms and increasing eating out occasions. Thus, we expect 
Nutralite brand to clock ~16.2% CAGR over FY21-25E, on a soft base (24.2% over 
FY22-25E).  

Putting it all together 
Our confidence on ZYWL’s ability to introduce extensions and enter new categories 
comes from its aggression in new launches and innovations seen over the last 5 years 
(refer below exhibit). 

Exhibit 61: Pace of new launches has accelerated after Tarun Arora joined ZYWL as CEO 

FY17 FY18 FY19 FY20 FY21 

Sugarfree Green with Stevia Sugarfree Green 
Relaunched Mayonnaise 
- Nutralite 

Relaunched Sugarfree  
Green 

Everyuth Aloe Cucumber Gel 

Nutralite range with 
two new flavours: Garlic 
Oregano and Pudina 
Coriander. 

Everyuth Neem 
Papaya scrub 

Sugarlite Relaunched Sugarlite Nycil Sanitizing Wipes 

Mayonnaise - Nutralite  Everyuth Tan-Removal range Everyuth Tan removal Nycil Hand Sanitizers SugarFree D’Lite Chocolate 

Relaunched Everyuth Tulsi 
turmeric face wash 

Relaunched the Everyuth 
Golden glow peel off 

Sugarfree Green Veda 
Launched Everyuth Micellar 
Cleanser 

GluconC Immuno Fizz, Glucon 
D Immuno Volt 

  
Sugarfree D'lite 
chocolate  

Nutralite Doodhshakti Ghee & 
Butter, Nutralite Doodshakti 
protein, Nutralite choco spread 

   
  

    
Complan Nutrigro & Sachets 

     

    
Nutralite Choco Spread 

Source: Company, Ambit Capital research; Note - Considering the ability to introduce new yet niche products, extensions and formats bundled with distribution 
expansion, we expect ZYWL to be able to clock 13.7% revenue growth over FY22-25E (11.1% over FY21-25E).  
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This together strong leadership (hired from renowned health & wellness companies, 
e-com companies, etc.) sets stage for ZYWL to exploit its next stage of growth.  

Exhibit 62: Management team members have at least one decade’s experience 

Name Designation 
Years with  

ZYWL 
Previous Organizations 

Years of 
Experience 

Umesh Parikh Chief Financial Officer 3 
Zydus Hospira Oncology, GE Industrial & Consumer, Rapicut 
Carbides Ltd 

27 

Govindarajan Raghavan Head of R&D 4 
Himalaya Global Research Centre, Dabur International, 
Himalaya Drug Company, National Botanical Research 
Institute 

20 

Himanshu Shah Head of Sales Operations 17 
Torrent Pharmaceuticals, Cadila  Pharmaceuticals, Eli Lilly 
and Company 

28 

Pratik Agrawal Head of E-commerce 4 Phillips, Flipkart, Infosys Technologies 10 

Rahul Rai Head of Modern Trade 6 Nivea India, Bharti Airtel, Henkel India, Cavinkare 17 

Manoj Kothari VP, Supply chain  <0.5 Godrej Consumer Products, Sterlite Technologies 15 

Apoorva Kapoor Head of Human Resources 2 Tata Motors, Kraft Heinz 20 

Pravin Chondhekar NPD Lead 1 Kraft Heinz, GSK Consumer Healthcare, FDC Ltd 15 

Dhanraj Dagar Company Secretary 3 Narmada Bio-chem, Nirma, DS-Max Properties 8 

Source: Company, Ambit Capital research 

 

Exhibit 63: Takeaways from interacting with channel intermediaries or reading annual reports/conference calls transcripts 
re-imposes our belief in ability to clock double digit growth across categories 

Discussion with Takeaways 

Comments from 
ZYWL 
management 
during 
Conference 
calls/in Annual 
reports 

 Strategic initiatives: Each brand except Complan is the leader and has brand power and pricing advantage. Will look to grow at 
double digit in each of the categories. Will launch winter-centric products to nullify seasonality impact. Thrust on marketing 
initiatives to grow the categories and increase market share trends will continue. 

 Sugarfree: Drawn a two-pronged strategy; one - focusing on new users by introducing products aligned with customer 
aspirations. e.g. launch of Sugar Free Green targeted at consumers with a preference for natural products, a trend that is growing 
stronger pan-India; and two, building usage across a range of culinary options through strong experiential marketing.  

 Glucon D: Increased investments on brand along with mass media support, competitive consumer and trade offers. 

 Complan: Focus will be to invest behind the brand through media spends and improve distribution. WB and TN are the largest 
markets for Complan. Expect 50-100bps MS gains in 12 months. No change in pricing of Complan from the time ZYWL bought the 
brand. Believe category growth will come through larger packs and not sachets. Northern market has a sachet which is 75 grams 
priced at `30, South and East have a sachet of 18 grams at `5. 

 Nycil: Functional talc is growing faster than overall talc category. Expect this trend to continue. Will look at newer exciting 
extensions.  

 Everyuth: Going forward, the focus will be on a series of new product launches, like the recently launched tan removal scrub & tan 
removal face pack. Will expand into skin portfolio around speciality products.  
 Nutralite: Nutralite will be a breakfast table product range. Double digit growth would be the right way to look at Nutralite over a 

period of time. With the launch of Nutralite Doodhshakti Probiotic Butter Spread and Nutralite Doodhshakti Protein, the company 
has entered the dairy category space.   

Distributor,  
East India 
 

 Complan: 10:8:1 ratio of sales for Horlick:Bournvita:Complan. People are hesitant to change their taste from Horlicks/Boost. `5 
pack launched but only in chocolate flavour against Horlicks which has most of the flavours in `5 pack.  

 Glucon D: Glucon-D has grown in FY20 & FY21 but not up to company expectations. Immunofizz is not doing well since the price 
point is high. 

 Sugarfree: All formats of sugarfree are doing well except Stevia. Stevia plant is grown in Assam and hence there are local stevia-
based products by regional brands. Those regional players are competing with Sugarfree Stevia. 

 Nycil: Except during Covid times, brand continued to grow at 10-12% levels. Response to Body Mist has been mixed till now.  

 Nutralite: Cow ghee (white ghee) launched in 1kg pack, but in Assam everyone uses brown ghee (buffalo ghee). Local brand, 
Annapurna ghee has a monopoly with 70-80% market share. Tough for cow ghee product to work in Assam. Mayonnaise launched 
in June 2021. Currently pushing the product and taking first order from retailers; will wait to get feedback from them. Mayonnaise 
launched in June 2021. Currently pushing the product and taking first order from retailers; will wait to get feedback from them.  

Distributor,  
South India 

 Complan: No noticeable change in product packaging yet. Heinz did not grow Complan brand, did not change the formulation 
and had cut down on advertising spends. These led to market share loss. In 1QFY22, overall HFD category has not done well since 
schools are shut and so parents are not forcing kids to have that product. 

 Glucon D: FY22 sales impacted owing to lockdown; impact has been worse than 1QFY21. Immunovolt has done well but 
Immunofizz is expensive and has not done well. During peak season, Dabur dumps products through 1+1 promos.   

 Sugarfree: All formats of Sugarfree are doing well except Stevia. Sugarfree portfolio for distributor has grown at 10-15% YoY. 
Sugarfree Natura is doing well.  

 Everyuth: Scrubs and peel-offs are doing well but facewash is not doing well because it is facing stiff competition from Himalaya. 

 Distributor commission: Post takeover, commissions were cut by 0.5% but volumes have gone up.  

Source: Company, Ambit Capital research 
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Cost savings arsenal in place 
From FY11-18 (pre-acquisition period), ZYWL has posted ~430bps YoY 
improvement in gross margins despite RM inflationary pressures (signifying 
pricing power from its market leadership position). With strengthening of 
leadership, wider portfolio and RM inflation hedging strategies in place, we 
expect ZYWL to clock ~175bps GM expansion till FY25E. While most of the 
near-term synergy benefits are already achieved (`800mn till FY21 vs 
guidance of `450-500mn till FY23), sustainable operating leverage benefit, 
controlled employee cost, and supply chain & distribution cost savings would 
aid EBITDA margin expansion of 335bps over FY21-25E. While modeling this, 
we continue to estimate ad spend of 13.5-14% (amongst highest in the FMCG 
space) since that will help the company improve consumer recall.  

 
With leadership comes pricing power  
ZYWL is the market leader in all categories it operates in except HFD, where it is the 
number 4 player. Since most of the brands have vintage of >25 years with ZYWL 
holding dominant leadership position, it has ability to take price hikes in an 
inflationary situation. While ZYWL posted revenue growth of 6.2% CAGR in FY11-18 
(period before acquisition of Heinz), its gross profit clocked 7.2% CAGR. This resulted 
in GM expansion of 430bps YoY over the period.  

Ability to manage commodity headwinds intact 

Key raw materials in order of their weightage to COGS would be milk, DMH, sugar 
and RPO. ZYWL has laid down its strategy to hedge against sharp RM inflation. For 
sugar and DMH, ZYWL enters long-term contracts before the season and thus has 
been able to tackle inflation in those two commodities. For milk, ZYWL has direct 
sourcing from farmers in Aligarh, where its plant is located. While this does not save 
it from volatility in milk prices, but it offers them room to save from commissions paid 
to middle-men. During flush periods, ZYWL converts excess milk into SMP, which is 
then used during manufacturing of Complan. On RPO, ZYWL buys from an Indian 
vendor instead of directly importing and hence would be susceptible to price 
fluctuations. However, being market leader in Nutralite (double market share of 
Amul), it has been able to take price hikes. Post consolidation of Heinz portfolio (low 
GM products – 51-54% vs ZYWL), GM has compressed from 68-70% to 54-56%. 
However, with pricing power, market leadership in most categories as well as ~50% 
of its high-margin portfolio growing at faster clip faster relative to company-level 
should aid 175bps GM expansion over FY21-25E.  

 
Distribution synergies to reveal multiple positives  
Traditionally, ZYWL has been strong in pharmacy, chemist and specialty beauty 
channels (owing to its product portfolio), whereas Heinz has been strong in GT 
through the distributor/wholesaler route. Acquisition of Heinz thus complements 
ZYWL’s go-to-market ability. With the integration of sales and distribution, the time is 
ripe for ZYWL to exploit the benefits of improving distribution breadth and depth.  
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Exhibit 64: Building on distribution complementarities  

 
Source: Company, Ambit Capital research 

 

Thus, acquisition of Heinz gave an immediate distribution fillip to ZYWL. However, 
this was not the end but rather a starting point. Upon integration, following changes 
were made to the overall distribution model: 

 Consolidation of CFA to streamline supply chain – reduced from 65 to 23. 

 Introduced performance-based incentive scheme for distributors. 

 Overall retail reach jumped from 0.825mn to 2.25mn with direct reach of 
0.55mn as at FY21 – ZYWL is looking to take direct reach to 0.85-1mn by FY25. 
This means on 1:4 ratio of direct to overall distribution, ZYWL should be able to 
reach ~3.5-4mn outlets by FY25E.  

 Focus is also to make deeper inroads into MT and e-com channels. As at 
FY21, ZYWL derives ~14% of revenues from these channels. With a wider 
portfolio, it is looking at take this to 18-20% over the next 5-7 years. Once these 
channels become sizeable, ZYWL can also look at joint business planning, 
product customization, and improvement of fill rates. All these should aid revenue 
growth, product visibility and improvement in market share.  

 Harmonised critical applications like Distributor Management Systems (DMS) and 
vendor management, and implemented SAP S4/HANA. 

 

Exhibit 65: ZYWL’s direct reach amongst the lowest quartile within FMCG peer set 

 
Source: Company, Ambit Capital research 
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Tailwinds from emergence of modern pharmacy chains 
New retail formats for pharmacy/wellness products are emerging just like MT and e-
com in consumer staples. Unlike traditional pharmacy stores that focus only on 
medicines, these stores have a wider assortment of FMCG, lifestyle and wellness 
products. These stores have a bigger space and allow customer to walk through the 
store, enabling them to experience products, compare pricing, etc. Examples: 
Wellness Forever, Noble Plus, Apollo Pharmacy, etc. Wellness Forever has a footprint 
of 200+ stores across Maharashtra (majorly Mumbai), Karnataka and Goa and plans 
to expand up to 1,000 stores over the next 2-3 years. About 60% of Wellness 
Forever’s revenues come from the sale of pharmaceuticals and ~40% from FMCG 
products.  

Exhibit 66: Traditional chemist shop does not allow 
consumers to experience different products 

 
Source: Ambit Capital research 

 Exhibit 67: Modern pharmacy offers lifestyle retail kind of 
shopping experience 

 
Source: Ambit Capital research 

Emergence of modern pharmacy plus lifestyle chains is a global phenomenon. In 
U.S., pharmacy retail stores like CVS, Walgreens etc. are entrenched across the 
country. Walgreens has ~9,000 stores across the U.S. selling drugs as well as retail 
products, including health/wellness, beauty and personal care products and general 
merchandise. Retail products contribute ~25% of Walgreens’ revenue. We believe 
health and wellness companies like ZYWL stand to benefit from emergence of these 
modern pharmacy chains due to (i) strong existing relationships with 
pharmacy/chemist stores and (ii) better placement of the entire wellness product 
range. ZYWL’s portfolio skew towards health & wellness positions is perfectly suited 
for such pharmacy/specialty stores. As these stores gain prominence (in absolute 
count as well as in consumer minds), we expect ZYWL to be amongst the biggest 
beneficiaries in the FMCG space.  

Synergy gains – Structural gains to come to the fore 
Upon integration, ZYWL management had guided for synergy benefits of `450-
500mn to be achieved till FY23. However, we understand that the company has 
already received synergy benefit of `800mn till FY21 and hence there is negligible 
juice left. However, the combined portfolio will aid structural cost savings in transport 
& logistics, ad spends as well as employee cost. This together with double-digit brand 
level growth would mean operating leverage will help ZYWL post 335bps EBITDA 
margin expansion over FY21-25E. 

Ad spends at the top quartile among FMCG peers 
ZYWL knows it has the responsibility of expanding market size, improving distribution 
and creating more awareness amongst consumers (need for the product, its usage 
style, efficacy etc.). For this to become reality, one of the parameters is to monitor ad 
spends. ZYWL’s ad spends has been ~18% from FY16, and post consolidation of 
Heinz portfolio they have settled at ~13.5%. While there is a drop of ~450bps, it is a 
function of seasonality in Heinz portfolio (hence requirement to spend only during 4-
5 months a year). With consolidation, ZYWL will be able to benefit from better 
bargaining power for its ad rates. That said, ZYWL has guided to maintain ad spends 
at 13.5-14% till FY25. As ZYWL continues to launch a range of products and 
extensions across brands, holding on to higher ad spends will help in brand creation.  sumit@arthcapital.com
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Exhibit 68: ZYWL’s ad spends post amalgamation have 
remained healthy at ~13.5%  

 
Source: Company, Ambit Capital research 

 Exhibit 69: Ad spends is highest amongst peers; this trend 
likely to sustain FY22 onwards as well 

 
Source: Company, Ambit Capital research; Note – FY19 has been 
considered since it neutralizes any Covid-led cost savings initiates by 
companies 

 
Dispersed manufacturing footprint, yet low logistics 
cost 
Single location manufacturing per brand 

Unlike most FMCG companies, ZYWL’s brands are manufactured in-house, except 
Nycil. Own manufacturing locations for each category at a single location means risk 
in terms of business continuity. In order to de-risk the same, management is looking 
to start production of more categories at a single plant location. This said, in spite of 
limited production capacities and pan-India distribution, ZYWL’s freight cost remains 
amongst the lowest within the FMCG space.  

Exhibit 70: ZYWL’s manufacturing spread over 5 facilities in 
4 states  

 
Source: Company, Ambit Capital research 

 Exhibit 71: Logistics cost still not the highest amongst 
FMCG peers 

 
Source: Company, Ambit Capital research; Note – FY20 has been 
considered since FY21 annual report across all companies is not available 
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BUY for portfolio’s health & wellness  
ZYWL is a play on the emerging consumer’s desire to spend more for health 
and wellness products. Scope and ability to continuously launch product 
extensions (refer exhibit 61) and expand TG/TAM would remain amongst key 
growth drivers. Overall penetration in the range of 12-24% (sub-40% urban 
penetration) signifies growth longevity. This coupled with ZYWL’s aggressive 
distribution plans (overall and direct reach at 3.5-4mn/0.85-1mn by FY25E 
from current 2.25mn/0.55mn) and higher saliency from MT and e-commerce 
would drive ~13.7% revenue CAGR over FY22-25E (subdued sales for 
summer centric products in FY21/22). Niche categories of today are likely to 
become mainstream categories of tomorrow. Thus, over the period of DCF 
(FY22-45E), we expect ZYWL to clock 12.7%/14.2%/12.7% revenue/EBIT/FCF 
CAGR. Our TP of `2,621 implies FY23E/FY24E P/E of 40x/42x (ETR from FY24E 
to become 25.2% vs 0% in FY23E). Considering 13.7% revenue growth for 
FY21-25E, strongest amongst peers, we believe ZYWL deserves premium 
valuation when seen in context of comparable FMCG peers (refer exhibit 90). 

Revenue/EBITDA/PAT CAGR of 13.7%/19.3%/13.8% over FY22-25E 

FY21 and FY22 will be soft for ZYWL since 35-40% of its portfolio is summer-centric, 
whose sales will be subdued due to Covid. This said, ZYWL has used this disruptive 
period to launch more products and extensions so as to be ready to reap the benefits 
in the upcoming season. With integration of Heinz complete, ZYWL will start to get 
benefit of RM sourcing and supply chain, which too should help in GM expansion. 
With double-digit growth across categories (except HFD), operating leverage will help 
boost EBITDA margin.  

  

Exhibit 72: Expect double-digit growth across categories over FY22-25E 

 
Source: Ambit Capital research; Note – Nutralite and Glucon D likely to have highest growth owing to soft FY22 
base 
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Exhibit 73: Revenue/EBITDA/EPS CAGR of 13.7%/19.3%/13.8% over FY22-25 
` mn, unless specified FY21 FY22E FY23E FY24E FY25E Comments 

P&L 
      

Revenue 18,667 19,322 22,040 25,019 28,411 
 

Revenue growth (%) 5.7% 3.5% 14.1% 13.5% 13.6% 
Expecting double digit growth in all categories except HFD where growth is 
likely to be ~9-10% 

Gross margin (%) 54.7% 55.0% 55.8% 56.2% 56.5% 
Normalised sales of summer centric products will lead to improvement in 
GM from FY23E onwards 

Ad spends (%) 12.3% 13.0% 13.8% 13.6% 13.5% 
Post Covid ad spends likely to increase; crucial since company is looking to 
introduce many new extensions and formats 

EBITDA 3,444 3,652 4,408 5,316 6,194 
 

EBITDA growth (%) 7.3% 6.0% 20.7% 20.6% 16.5% 
 

EBITDA margin (%) 18.4% 18.9% 20.0% 21.3% 21.8% 
Gross margin expansion coupled with synergy and operating leverage 
benefits to help in EBITDAM expansion; ZYWL is targeting ~20.5% EBITDAM 
for FY23E 

Interest cost 838 329 146 13 6 
As ZYWL looks to repay debt by FY23E, interest cost will become negligible 
from FY24E onwards 

PBT 2,443 3,161 4,168 5,257 6,233 
 

PBT growth (%) 47.7% 29.4% 31.8% 26.1% 18.6% 
Operating leverage and financial leverage benefit flowing into PBT CAGR of 
~24% over FY22-25E 

PAT growth (%) 34.9% 26.0% 31.8% -5.7% 18.6% 
PAT growth turns negative in FY24E owing to NIL tax till FY23E to 25.2% ETR 
from FY24E onwards 

EPS 39.4 49.7 65.5 61.8 73.3 
 

Balance sheet 
      

Capex (175) (250) (250) (250) (250) 
Capex to be largely similar to depreciation; bolt on acquisitions if any are 
not captured in the estimates 

Gross debt/equity 0.1 0.1 0.0 0.0 0.0 With debt repayment, improvement in leverage related ratios 

Cash flow statement 
      

Operating cash flow 2,865 3,454 4,370 4,128 4,852 Pre-tax CFO/EBITDA over FY22-25E continues to remain at >90% 

Free cash flow 2,691 3,204 4,120 3,878 4,602   

Source: Company, Ambit Capital research 

 

Exhibit 74: We are 4-8% below consensus on revenue/EBITDA/PAT – believe post 
1QFY22, consensus may need to cut estimates owing to second wave of Covid 

` mn 
Ambit estimates Consensus estimates vs. consensus 

FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E 

Revenues 19,322 22,040 24,869 20,662 23,075 26,142 -6% -4% -5% 

EBITDA 3,652 4,386 5,260 4,039 4,735 5,236 -10% -7% 0% 

PAT 3,161 4,146 3,890 3,379 4,506 5,146 -6% -8% -24% 

Source: Bloomberg, Ambit Capital research; Note – From FY24E, we are building ETR of 25.5% but looking at 
estimates it seems consensus is still considering ZYWL to remain non tax paying even in FY24E. 

 

Exhibit 75: With no sales disruption expected in the 
summer portfolio, growth should pick up from FY23E  

 
Source: Company, Ambit Capital research 

 Exhibit 76: Expect double-digit growth across all 
categories except HFD, where growth should be 9-10% 

 
Source: Company, Ambit Capital research 
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Exhibit 77: Double-digit revenue growth + synergy benefits 
= 175/335bps expansion in GP and EBITDAM… 

 
Source: Company, Ambit Capital research 

 Exhibit 78: …in spite of building 14% ad spend CAGR over 
FY22-25E 

 
Source: Company, Ambit Capital research 

Exhibit 79: Till FY23E, CFO to be used for debt repayment 
and capex; post that expect cash flows to be used for bolt-
on acquisitions  

 
Source: Company, Ambit Capital research 

 Exhibit 80: As consolidation-led growth and margin 
expansion fructifies, RoCE/RoE to reach double digits by 
FY26 (RoCE/RoE at 80%/22% in FY18 (pre-acquisition))  

 
Source: Company, Ambit Capital research; Note: ZYWL has goodwill 
amounting to `39.2bn–key reason for subdued return ratios; FY24E drop is 
owing to NIL tax till FY23E and factoring 25.2% FY24E and beyond 

Building DCF till FY45 to capture likely transition of 
niche categories to mainstream  
Revenue growth driven by building breadth and depth of each brands 
Low penetration (12-24%) across categories remains one of the growth planks. This 
along with accelerating distribution reach (targeting addition of 13-15% retail touch 
point addition p.a. till FY25E), increasing focus on GT/MT/e-com as well as 
emergence of wellness/pharmacy/specialty stores bode well for ZYWL’s product 
range. We argue that today’s niche categories for ZYWL are likely to become 
mainstream categories tomorrow. We see ample scope for ZYWL to launch different 
variants, formats and extensions within the existing niche categories itself. Also, as 
consumers become more conscious of their health & wellness, we believe they will 
naturally gravitate towards some of ZYWL’s product categories. In order to explain 
the same, we take the example of the sugar substitute category. The global sugar 
substitute market is USD15bn while the Indian sugar substitute market is just 
USD60mn. India, in spite of having the second-largest diabetic population, has an 
insignificant sugar substitute market yet. We believe, as consumers become more 
conscious of their diet and are aware of such products, demand will increase. This 
analogy can be extended to Glucon-D, Complan, Everyuth as well as Nutralite 
brands. Entry into plant-based protein and skin wellness products (on the lines of 
WOW science and other D2C brands) is another potential market where ZYWL 
through its brand pedigree and distribution strength can enter. As management has 
tasted fruits of successful integration of Heinz in less than one year, we expect ZYWL 
to remain aggressive a bolt-on acquisition strategy. 
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Key long-term growth drivers across categories would be: 

 Improvement in penetration – mere 5% increase in penetration can give ~3% 
revenue CAGR till FY45E. 

 Recruitment of more consumers over the next decade (refer exhibit 81). 

 Increase in distribution and brand awareness. 

 Innovations, NPDs, product extensions and formats (explained in each category 
description). 

 Becoming a solution provider in say skin care, face care, etc. with a range of 
products. 

 Foray into new categories while maintaining focus on health & wellness. 

 Increasing consumer desire for health & wellness-related products. 

 Improving frequency of consumption. 

For some of the parameters, it is difficult to quantify explicitly but we remain 
confident of this structural transition playing out.  

 

Exhibit 81: Likely 2x jump in consumer base for overall portfolio and 3x jump for ~35% of portfolio  

 
Source: Ambit Capital research, Bain 
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Exhibit 82: Re-imagining ZYWL through potential product extensions; foray into new 
categories too on the anvil  

 
Source: Company, Ambit Capital research; Note: sub categories and formats mentioned in green are extensions 
that we anticipate for ZYWL 

International business, an untapped opportunity 

Most FMCG companies (except MNCs) have over a period of time made their mark in 
the international business either organically or inorganically. Success of their 
international business has been a mixed bag (GCPL faring poorly, Marico faring best). 
This said, international business contributes 20-50% of revenues for Emami, Dabur, 
Marico and GCPL. For ZYWL, revenue contribution from international business is 
~3%. Incrementally, ZYWL is expanding its presence in the international business and 
targeting the Middle East, South East Asia and Africa (right geographies to tap 
considering Indian diaspora, market growth rates and opportunity size). Management 
expects to take share of international business to ~8% by FY25. Amongst its product 
range, we believe ZYWL can create a market for Sugarfree and Everyuth across all 
intended geographies, whereas Glucon D and Nycil can specifically cater to summer-
centric markets. 

Active M&A strategy, D2C as well as subscription-based plans 

Categories in which ZYWL is present have seen emergence of some startups and D2C 
brands; e.g.: Fast & Up, WOW science, Rite bite, etc. Not all startups end up 
becoming unicorns and most of the startups either wither away naturally or get 
acquired. We expect ZYWL to be aggressive with bolt-on acquisitions. Some of the 
extensions within the startup space that we believe would be relevant from ZYWL’s 
product portfolio complementarity are start-ups in granola & protein bars segment, in 
skin care range, in plant-based protein, etc. We expect ZYWL may go the HUL way. 
Post 2016, HUL became aggressive with its acquisition-led growth and acquired 
Indulekha (natural hair oil brand), GSK Consumer portfolio (HFD category), and 
VWash (female hygiene product). Two of the three acquisitions have been of smaller 
regional brands which helped HUL fill whitespaces while leveraging its distribution 
reach. This way, we believe even ZYWL could seek acquisition-led growth to fill 
whitespaces and add categories while leveraging better on their established 
distribution platforms. Add to this, we expect ZYWL to explore D2C as well as 
subscription-based plans for some of its categories such as Complan, Sugarfree, 
Nutralite spreads, etc. These are the categories which have a regular and sticky 
consumer base. Hence, doing a D2C business together with a subscription-based 
model will solidify its position among consumers, though initial traction may be 
limited. 
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Case study – Transition of niche to mainstream 

Ayurvedic/naturals was a niche category with limited penetration before 2015. Only 
a few companies like Dabur, Emami, Amrutanjan, Cholayil, etc had a portfolio 
catering to ayurvedic/naturals. An evangelist in the name of Baba Ramdev turned 
around the fortunes of ayurvedic categories with launch of products under the brand 
Patanjali. Previously, ayurveda-based products were restricted to hair oils, a dietary 
supplement called chyawanprash, and OTC palliatives. However, now natural 
ayurvedic ingredients are increasingly being integrated into a growing number of 
products ranging from shampoos, skincare creams, oils, powders, toothpaste gels, 
soaps, cough syrups, teas, and nutritional supplements among others. These products 
find massive appeal among both urban and rural consumers. As per market studies, 
the ayurvedic products market which was ~USD2.5bn in 2017 (contributed 41% of 
category) is likely to reach ~USD8bn by 2022 (~25% CAGR). Consumer shift towards 
acceptance of ayurvedic/natural products is not a short-term phenomenon but a 
structural shift. This trend has pressured most FMCG companies into launching 
separate brands for their ayurvedic/naturals. E.g. HUL launched an India-specific 
brand called ‘Lever Ayush’ to introduce toothpastes, skin and beauty-related 
products. Post Covid, we see a similar structural shift in consumers’ willingness to 
spend towards health & wellness categories. We thus expect ZYWL to be able to clock 
13.7%/12.7% revenue CAGR over FY22-25E/FY22-45E.  

 

Exhibit 83: Transition from niche to mainstream to play out over the next two decades  

 
FY16-21 FY22-25E FY25-35E FY35-45E 

ZYWL’s revenue growth 36.3% 13.7% 13.2% 12% 

Source: Company, Ambit Capital research; Note: Taken FY22-25E growth rates since in FY21 and 22, revenue 
growth will be soft owing to Covid-led lockdown resulting in subdued growth of summer centric products (~35-
40% revenues). 

 

EBIT margin expansion + lower reinvestment rates yield strong FCF 

Before the acquisition of Heinz, ZYWL was operating at ~69% gross margins and 
~23% EBITDA margin. However, with the acquisition of Heinz, gross margins dipped 
to ~55% (owing to ~50% GM of Heinz business) and EBITDA margin to ~18%. Thus, 
in spite of GM compression of ~14%, EBITDA margin compression was controlled at 
just ~5%. This signifies, with integration, ZYWL was able to leverage the combined 
strength of the two entities through better negotiating power across cost line items, 
control employee cost and benefit from synergies earlier than expected (synergy 
benefit of `800mn realized till FY21 vs expected synergy benefit of `450mn till FY23). 
Thus, we believe that near-term synergy-led EBITDA margin expansion is behind. 
However, structurally, as the portfolio widens and strengthens, improvement in gross 
margins (better sales saliency of higher gross margin products) coupled with 
operating leverage benefit is likely to result in ~175/335bps GM/EBITDAM expansion 
till FY25E. This means benefit at the EBIT level (including other income) is likely to be 
~440bps over FY21-25E. Over FY25-45E, we expect further EBIT margin expansion 
of 250bps. This will emerge from: (i) differentiated product propositions and new 
launches; (ii) operating leverage benefit, specifically on employee cost, logistics cost 
and ad spends; and (iii) stable depreciation cost (2.6-2.9% of gross block).  

 

Exhibit 84: Operating leverage + minimal capex = strong EBIT margin expansion 

 
FY16 FY21 FY25E FY35E FY45E 

EBIT margin (incl other income) 29.5% 17.6% 22.0% 23.5% 24.5% 

Delta over 10 years 
 

-11.9% 4.4% 1.5% 1.0% 

Source: Company, Ambit Capital research  
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Single-digit RoE will not deter value creation 

Before the acquisition of Heinz, ZYWL’s RoE was 21.9% (in FY18). However, for 
acquisition of Heinz India portfolio (2x revenues size vs ZYWL), it had to take debt of 
`15bn (`0.25mn, pre-acquisition) as well as raise equity of `25.8bn (networth 
`6.9bn, pre-acquisition). This led to a sharp jump in networth (5x jump from FY18 to 
FY19). However, reaping the benefits of the merger (operational and financial), we 
expect ZYWL to be able to clock ~13.7% revenue CAGR over FY22-25E. We thus 
expect incremental increase in asset base to be insignificant (6% CAGR over FY22-
25E) against 13.8% PAT CAGR over the same period. This means that return on 
incremental equity is still ~15%. Hence, while FY23E RoE of 8.4% looks optically low, 
on an incremental basis we expect RoE to trend up and expect ZYWL to reach double-
digit RoE by FY26E. In fact, a similar story played out in Tata Consumer Products 
when it acquired the consumer products business of Tata Chemicals. Till FY18, RoE of 
Tata Consumer was ~9% (FY18), which after integration went down to 7% in FY20. 
However, as the company has been able to post superior revenue growth of 27% 
over FY19-21, investors have appreciated the positive effect of consolidation and thus 
the stock price rose 2x over FY19-21. Even HUL, post acquisition of GSK Consumer, 
saw RoE dip from 86.5% in FY20 to 30% in FY21. But even after the announcement of 
GSK Consumer’s portfolio, HUL’s stock has given ~12% CAGR returns till date. Thus, 
we do not see low RoE to be a deterrent in value creation story.  

 

Exhibit 85: Limited new capex coupled with marginal 
improvement in working capital… 

 
Source: Company, Ambit Capital research 

 Exhibit 86: …to provide healthy and steady EBIT to FCF 
conversion 

 
Source: Company, Ambit Capital research 

 

Exhibit 87: Scenario analysis of TP basis different WACC and TGs 

    
Cost of Equity 

  

 
               12.0% 12.5% 13.0% 13.5% 14.0% 

 
7.0%               3,208                2,851                2,558               2,314                2,108  

 
7.5%               3,396                2,991                2,665               2,396                2,172  

TG @ 8% 8.0%               3,631                3,163                2,793               2,494                2,248  

 
8.5%               3,933                3,378                2,950               2,611                2,337  

 
9.0%               4,336                3,654                3,146               2,755                2,444  

Source: Ambit Capital research 
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Exhibit 88: With improvement in financial and operating performance, ZYWL has 
consistently seen P/E re-rating  

 
Source: Bloomberg, Ambit Capital research 

Exhibit 89: Weighing relative positioning of ZYWL across qualitative as well as 
quantitative parameters  

 
ZYWL HUVR DABUR HMN NEST TATACONS JYL 

Scale 
       

Portfolio breadth 
       

Category penetration 
       

Category growth rate 
       

Distribution reach 
       

Professional management 
       

Source: Ambit Capital research; Note: -Strong; -Relatively Strong; - Average; - Relatively weak 

Exhibit 90: Looking at qualitative and financial parameters, ZYWL should trade at premium to midcap FMCG companies 

Companies 
CMP  

(in LC) 
Mcap  

($ mn) 

P/E (x) CAGR (FY18-21) CAGR (FY21-23E) RoE 

FY21 FY22E FY23E Sales EBITDA EPS Sales EBITDA EPS FY21 FY22E FY23E 
 

Indian FMCG  
               

Zydus Wellness  2,168 1,848 55.0 43.6 33.1 54% 40% 4% 9% 13% 29% 6% 7% 8% 
 

Jyothy Labs  169 828 31.1 26.3 22.6 5% 7% 28% 10% 11% 17% 15% 16% 18% 
 

Emami  562 3,336 54.9 35.8 30.7 5% 9% 45% 10% 7% 26% 25% 35% 37% 
 

Colgate-Palmolive 
India  

1,695 6,159 44.5 42.8 39.0 5% 11% 15% 9% 9% 8% 75% 88% 93% 
 

Marico  532 9,174 58.5 53.1 45.8 8% 12% 13% 12% 14% 13% 37% 37% 40% 
 

Tata Consumer 
Products  

766 9,439 73.5 57.0 45.9 20% 23% 6% 10% 17% 22% 8% 10% 12% 
 

Britannia Industries  3,563 11,470 48.1 43.8 39.0 9% 19% 23% 10% 8% 9% 47% 50% 44% 
 

Godrej Consumer 
Products 

888 12,134 52.8 46.9 40.8 4% 6% 16% 10% 12% 14% 20% 19% 20% 
 

Dabur India  587 13,868 61.3 55.4 48.1 8% 7% 8% 11% 14% 13% 24% 23% 24% 
 

Nestle India  17,526 22,582 81.0 70.1 60.8 10% 14% 19% 11% 14% 15% 106% 104% 93% 
 

ITC  203 33,342 19.1 16.1 14.4 4% 0% 5% 11% 14% 14% 21% 25% 27% 
 

Hindustan Unilever  2,464 77,335 72.4 60.9 52.5 10% 16% 12% 12% 15% 16% 29% 20% 23% 
 

Median 
  

54.9 45.3 39.9 
      

25% 24% 25% 
 

Global Health & Wellness  
             

Glanbia PLC 14 4,773 28.4 17.1 15.2 17% -10% -24% 3% 15% 27% 9% 14% 14% 
 

Source: Bloomberg, Ambit Capital research; Note – Considered FY21-23E since sufficient consensus estimates for FY24E are not available for all stocks 

Board of directors and management team 

ZYWL has a board with 8 members. Four are independent directors with expertise in 
various fields such as pharmaceuticals and chemicals, legal, fashion & textile and 
engineering. The CEO is a professional with prior experience of working with Danone 
group. The chairman is from the promoter family who is also MD of Cadila 
Healthcare. Mr Savyasachi Sengupta, who is an independent director, has prior 
experience of working with a division of Cadila Healthcare, ZYWL’s parent company. 
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Exhibit 91: 4 independent directors in the 8-member board; 1 independent director may not be truly independent 

Name Designation 
Date of 

Appointment 
Background Other Directorships 

Sharvil Patel 
Non - Executive 

Chairman 
Apr-09 

 MD of Cadila Healthcare with more than two decades of experience in the 
pharmaceuticals industry. 

 Holds a bachelor’s degree in chemical and pharmaceutical science from the 
University of Sunderland and doctorate in philosophy. 

Cadila Healthcare 

Tarun Arora 
CEO & Whole 
Time Director 

May-15 

 More than two decades of experience in the FMCG industry. Previously 
worked with Danone Beverages (Danone Group) as a General Manager. 

 Holds a bachelor’s degree in science from University of Delhi and a master’s 
degree in PGDM from IMT, Ghaziabad. 

- 

Ganesh Nayak 
Non - Executive 

Director 
Jul-06 

 COO & ED of Cadila Healthcare with more than four decades of experience 
in the pharmaceutical industry. 

 Completed the 'General Manager Program' from Harvard University, USA. 
Cadila Healthcare 

Ashish Bhargava 
Nominee 
Director 

Jan-19 
 Partner at India Value Fund Advisors, a PE firm. 

 Holds a B.Tech degree from IIT, Delhi and PGDBM from S.P. Institute of 
Management & Research. 

- 

Kulin S. Lalbhai 
Independent 

Director 
Nov-16 

 Executive Director of Arvind Ltd with more than 7 years of experience in the 
textile and fashion industry. 

 Holds B.Sc. in Electrical Engineering from Stanford University and a MBA from 
Harvard Business School. 

Arvind Fashion,  
Arvind, Arvind 
SmartSpaces 

Dharmishtaben 
Raval 

Independent 
Director 

Mar-19 

 Secretary of Indian Law Institute of Gujarat. Chairperson of Ace Commodity 
Exchange and a member of advisory committee of SEBI - Mutual Funds. 
Previously worked as an ED in SEBI till 2003. 

 Advocate of the Gujarat Bar Association since 1980. Science graduate and 
holds master in Legislative Laws. 

Cadila Healthcare, 
Nocil, Torrent Power 

Savyasachi 
Sengupta 

Independent 
Director 

Nov-18 

 Has experience in the pharmaceutical industry with companies like Alembic, 
Nicholas Piramal and German Remedies Division of Cadila Healthcare. 

 Holds a bachelor’s degree of Science in Statistics and PGDM from the IIM, 
Ahmedabad. 

- 

Sirvishnu 
Nandyala 

Independent 
Director 

Mar-19 
 Chairman and CEO of Exciga group. 

 Holds a bachelor’s degree in engineering from Osmania University and the 
'Owner President Management Program' from Harvard Business School. 

Amara Raja Batteries,  
Heritage Foods 

Source: Company, Ambit Capital research 

ZYWL’s top management team’s average tenure with ZYWL is ~4 years. The heads of 
different verticals have worked with organizations such as Dabur, Himalaya Wellness, 
Flipkart, GSK Consumer, etc.  

Exhibit 92: Management team members have at least one decade’s experience 

Name Designation 
Years with  

ZYWL 
Previous Organizations 

Years of 
Experience 

Umesh Parikh Chief Financial Officer 3 
Zydus Hospira Oncology, GE Industrial & Consumer, 
Rapicut Carbides Ltd 

27 

Govindarajan Raghavan Head of R&D 4 
Himalaya Global Research Centre, Dabur 
International, Himalaya Drug Company, National 
Botanical Research Institute 

20 

Himanshu Shah Head of Sales Operations 17 
Torrent Pharmaceuticals, Cadila  Pharmaceuticals, Eli 
Lilly and Company 

28 

Pratik Agrawal Head of E-commerce 4 Phillips, Flipkart, Infosys Technologies 10 

Rahul Rai Head of Modern Trade 6 Nivea India, Bharti Airtel, Henkel India, Cavinkare 17 

Manoj Kothari VP, Supply chain  <0.5 Godrej Consumer Products, Sterlite Technologies 15 

Apoorva Kapoor Head of Human Resources 2 Tata Motors, Kraft Heinz 20 

Pravin Chondhekar NPD Lead 1 Kraft Heinz, GSK Consumer Healthcare, FDC Ltd 15 

Dhanraj Dagar Company Secretary 3 Narmada Bio-chem, Nirma, DS-Max Properties 8 

Source: Company, Ambit Capital research 

Other aspects around ESG 
CSR 

ZYWL has over the last 3 years spent towards CSR the exact amount mandated by the 
Companies Act (FY21 Annual Report not out yet). In FY19, CSR spend want towards 
education and healthcare, but in FY20 the amount was given to Zydus Foundation 
which in turn undertook CSR initiatives on behalf of ZYWL.  
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Exhibit 93: CSR spends have remained to the extent of what is mandatory 

 
Source: Company, Ambit Capital research 

Governance 

ZYWL has 8 directors, including 4 independent directors and 1 woman director, which 
meets the criteria of the Companies Act. However, we note that one of the 
independent directors, Mr Savyasachi Sengupta, was an employee of a division of 
Cadila Healthcare, ZYWL’s parent company. ZYWL’s overall managerial 
remuneration over FY17-20 has grown at a pace slower than PBT growth. 

Exhibit 94: ZYWL’s independent and women directors meet the requirement of the 
Companies Act 

Company 
Total no. of  

Directors 
Independent 

directors 
Women  

directors 

ZYWL 8 50% 13% 

Source: Company, Ambit Capital research 

Exhibit 95: Growth in managerial remuneration is slower than PBT growth  

Zydus Wellness (` mn) FY17 FY18 FY19 FY20 CAGR (FY17-20) 

Managerial Remuneration (a+b)             36              46              68              30  -6% 

% of PBT 2.9% 3.1% 3.7% 1.8%  
Remuneration to KMP (a)             27              38              45              24  -3% 

% of PBT 2.2% 2.5% 2.5% 1.5%  
Remuneration to Other Directors (b)               9                8              22                6  -13% 

% of PBT 0.7% 0.6% 1.2% 0.4%  
PBT        1,240         1,497         1,811         1,655  10% 

Source: Company, Ambit Capital research 

Auditor rotation & remuneration 

ZYWL and its parent company, Cadila Healthcare have different auditors. ZYWL has 
appointed a new auditor M/s Mukesh M Shah & Co from FY21. Prior to this, their 
auditors were Dhirubhai Shah & Co. LLP from FY14-20.  

Exhibit 96: ZYWL and its parent company have different auditors 

Company Auditor Auditor Since 

ZYWL Mukesh M Shah & Co FY21 

Cadila Healthcare Deloitte Haskins & Sells FY18 

Source: Company, Ambit Capital research 

Exhibit 97: Auditor remuneration was in the band of 0.01-0.02% over FY18-20  

Auditor Remuneration (` mn) FY17 FY18 FY19 FY20 

Core fees 1.1 1.2 1.7 2.6 

Other Services 0 0 5.2 0.5 

Total Auditor Remuneration 1.1 1.2 6.9 3.1 

Auditor's rem as % of net revenues 0.03% 0.02% 0.02% 0.01% 

Source: Company, Ambit Capital research 
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Catalysts and Risks 
Catalysts 
 Post-Covid volume recovery: FY21 and 1HFY22 were soft for ZYWL since the 

lockdown led to subdued sales of its summer-centric portfolio (35-40% revenue 
saliency). We expect a healthy bounce back for Nycil and Glucon D during the 
months of Jan-June 2022, and thus expect 13.8% YoY revenue growth in FY23.     

 Product extensions: ZYWL has the opportunity to build master brands across 
categories in which it is already leader (five of six categories). This opportunity 
can help ZYWL scale up and nurture each brand into a `800mn-1bn brand.  

 Distribution scale-up: ZYWL is on the journey to expand its distribution in GT, 
MT and e-commerce channels. Of the overall revenue CAGR of 13% over FY22-
25E, we expect distribution expansion to contribute 30-35% of this growth rate.  

 Margin expansion: Sugarfree, Nycil, Everyuth and Glucon D are amongst the 
categories likely to show higher revenue and also have higher GM. Thus, we 
expect steady GM expansion of 110/175bps over FY21-23E/FY21-25E. Low-teen 
revenue growth coupled with operating leverage benefit would aid in EBITDAM 
expansion of 180/355bps over FY21-23E/FY21-25E. 

 R&D capabilities of parent company: Apart from ZYWL’s in-house R&D 
capabilities, parent company Cadila Healthcare too is strong in R&D (8% of 
revenue is spent towards R&D). Thus, R&D support from the parent can help 
ZYWL blend products with a dash of science, nutrition, functionality and solution 
provider elements.  

 

Risks 

 Distribution-led growth: Over the next 2-3 years focus of ZYWL is to increase 
distribution coverage (direct as well as overall). ZYWL will need to build relations 
with a wider distributor base than before and also will need to connect with MT 
and e-com channels. While it has a dedicated team in place, ZYWL has limited 
experience in this area.  

 Product failure: Another key growth plank for ZYWL is product innovations, 
extensions and new launches. While most of the extensions remain in their core 
niche domain and hence offer higher probability of success, they may not 
resonate well with consumers. Thus, even after all R&D and capex are done, 
product failures would derail growth plans. 

 Increasing competition: Startups and D2C companies are also targeting niche 
markets which intersect with ZYWL’s expected product launches. With focus on 
GMV and not profits and funding from VC/PEs, higher discounting may shrink the 
profit pool of categories.  

 Capital for bolt-on acquisitions: Depending on the timing (financial year) and 
size of acquisition, ZYWL may again lever its balance sheet should it look for a 
sizeable acquisition.  
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Ambit’s HAWK Analysis 
ZYWL has fallen on our forensic accounting score from D5 (Zone of Safety) in 
FY17 and FY18 to D6 (Zone of Pain) in FY19 and FY20. This is on account of 
Heinz acquisition in FY19 which led to worsening in parameters such as cum. 
FCF/median revs, Increase in contingent liabilities. On our greatness score, 
ZYWL fell from ‘Good but Great’ zone in FY18 to ‘Zone of Mediocrity’ in FY19 
& FY20, again mainly due to leverage, and equity dilution used to fund the 
Heinz acquisition. 

Key contributors to accounting scores 

ZYWL falls in D6 decile as per our accounting framework, which is in the ‘Zone of 
Pain’. ZYWL scores well on parameters such as auditors’ remuneration, cash yield, 
change in reserves/PAT. ZYWL scores below the median accounting score for its 
universe (47th percentile) and sector (38th percentile). 

Exhibit 98: Forensic accounting score contributors 

 
Source: Company, Ambit Capital research 

 Exhibit 99: Forensic score percentile to universe and sector 

 
Source: Company, Ambit Capital research 

Comments on evolution of accounting scores 

ZYWL’s forensic accounting score has fallen from ‘Zone of Safety’ (FY15-18) to ‘Zone 
of Pain’ (D6) in FY19 and FY20 due to worsening in parameters such as cum. 
FCF/median revs and Increase in contingent liability (on account of Heinz acquisition 
in FY19). 
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Exhibit 100: Forensic accounting score evolution 

 
Source: Company, Ambit Capital research 

 Exhibit 101: Movement in accounting checks 

Category Accounting ratios FY18 FY19 FY20 

P&L mis-statement 
check 

CFO/EBITDA 64% 115% 81% 

Volatility in 
depreciation rate 

38 449 15 

PFD - % of debtors 
beyond credit period 

NA NA NA 

Balance sheet mis-
statement check 

Cash yield 6.8% 10.1% 5.3% 

Change in reserves 
(ex-sec prem) / (PAT 
ex dividend) 

        1.00          0.71          0.69  

Cont liab - % of NW 1.1% 6.7% 8.4% 

Pilferage checks 

Misc exps - % of 
total revs 

2.0% 2.0% 1.2% 

Adv to related 
parties / CFO 

 NA   NA   NA  

CWIP / Gross block 0.7% 0.3% 0.1% 

Cum. FCF / median 
revs 

86.8% -866.7% -776.1% 

Audit quality checks 
Auditor's rem 
CAGR/revenue 
CAGR 

        0.23         (0.36)        (0.88) 

Source: Company, Ambit Capital research; Note – Contingent liabilities has 
increased owing to old taxation (direct and indirect) litigations of Heinz has 
flowed to ZYWL. However as per FY20 AR, ZYWL has right to get tax liability 
reimbursed from Heinz India Pvt Ltd should the tax liability fructifies (i.e. if tax 
department wins the litigation). 

Evolution of greatness score 

Our greatness framework evaluates companies on drivers of ‘Greatness’ (e.g. cash 
generation, incremental capex, efficiency in capital employed turnover, etc). ZYWL 
had fallen from ‘Good but Great’ zone in FY18 to ‘Zone of Mediocrity’ in FY19 & 
FY20. This is mainly due to lower capital employed turnover, EBIT margin as well as 
equity dilution for the Heinz acquisition. 

Exhibit 102: Greatness score contributors 

 
Source: Company, Ambit Capital research 
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Exhibit 103: Greatness score percentile to universe and 
sector 

 
Source: Company, Ambit Capital research 

 Exhibit 104: Greatness score evolution 

 
Source: Company, Ambit Capital research 

 

Exhibit 105: Explanation to our flags 

Segment Score Comments 

Accounting AMBER 
UBBL is in D6, zone of pain, on our forensic accounting framework. This is largely owing to parameters such as 
lower CFO/EBITDA, deterioration in cum. FCF/median revs and increase in contingent liabilities.  

Predictability AMBER 
ZYWL derives 35-40% of revenues from summer centric products. Uncontrollable events may result in bad season 
and thus loss of revenues. Thus, compared to other FMCG companies, revenue and earnings predictability is 
slightly lower.  

Earnings momentum AMBER ZYWL has seen moderate upgrades in recent quarters. 

Source: Ambit Capital research 
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Financials  
Balance Sheet 

Year to March (` mn) FY19 FY20 FY21 FY22E FY23E FY24E 

Shareholders' equity 577 577 636 636 636 636 

Reserves & surpluses 33,286 34,030 45,042 47,571 50,905 54,051 

Total networth 33,863 34,607 45,678 48,207 51,541 54,687 

Minority Interest - - - - - - 

Debt 15,693 15,191 5,498 4,248 248 148 

Deferred tax liability (1,030) (1,208) (1,279) (1,279) (1,279) (1,279) 

Total liabilities 48,525 48,589 49,896 51,175 50,509 53,555 

Gross block 8,920 9,238 9,429 9,679 9,929 10,179 

Net block 7,477 7,535 7,474 7,437 7,393 7,346 

CWIP 103 35 37 37 37 37 

Goodwill 38,197 39,200 39,200 39,200 39,200 39,200 

Investments 461 1,104 - - - - 

Cash & equivalents 1,643 824 2,527 3,849 3,136 6,128 

Debtors 960 1,182 943 976 1,113 1,264 

Inventory 2,331 2,923 3,647 3,706 4,227 4,798 

Loans & advances - - - - - - 

Other current assets 2,383 1,885 1,556 1,611 1,838 2,086 

Total current assets 7,317 6,814 8,674 10,141 10,313 14,275 

Current liabilities 4,694 5,708 5,177 5,318 6,066 6,886 

Provisions 336 392 312 323 369 419 

Total current liabilities 5,030 6,100 5,489 5,641 6,435 7,304 

Net current assets 2,287 715 3,185 4,500 3,879 6,971 

Total assets 48,525 48,589 49,896 51,175 50,509 53,555 

Source: Company, Ambit Capital research 

 
Income Statement 

Year to March (` mn) FY19 FY20 FY21 FY22E FY23E FY24E 

Net Revenues  8,428 17,668 18,667 19,322 22,040 25,019 

Gross Profit 5,445 9,881 10,218 10,627 12,298 14,061 

Employee cost 856 1,747 1,638 1,739 1,895 2,089 

Ad spends 1,518 2,380 2,296 2,512 3,042 3,403 

Other expenditure 1,223 2,543 2,840 2,724 2,953 3,252 

EBITDA 1,848 3,211 3,444 3,652 4,408 5,316 

Depreciation 125 264 252 287 294 297 

EBIT 1,723 2,947 3,192 3,365 4,114 5,020 

Interest expenditure 301 1,399 838 329 146 13 

Non-operating income 389 107 89 125 200 250 

PBT 1,811 1,655 2,443 3,161 4,168 5,257 

Tax (6) (205) (65) - - 1,325 

PAT 1,817 1,859 2,509 3,161 4,168 3,932 

Extraordinaries (105) (442) (1,321) - - - 

Adjusted Consolidated PAT 1,817 1,859 2,509 3,161 4,168 3,932 

Reported Consolidated PAT 1,712 1,417 1,187 3,161 4,168 3,932 

Adjusted EPS (`) 31.5 32.2 39.4 49.7 65.5 61.8 

Source: Company, Ambit Capital research 
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Cash Flow statement 

Year to March (` mn) FY19 FY20 FY21 FY22E FY23E FY24E 

EBIT 1,723 2,947 3,192 3,365 4,114 5,020 

Depreciation 125 264 252 287 294 297 

Others (554) 737 852 125 200 250 

Tax 6 205 65 - - (1,325) 

(Incr) / decr in net working capital 494 (160) (658) 6 (92) (100) 

Cash flow from operations 1,494 2,593 2,865 3,454 4,370 4,128 

Capex (171) (245) (175) (250) (250) (250) 

(Incr) / decr in investments 4,595 (693) (19) - - - 

Others (46,041) 106 89 - - - 

Cash flow from investments (41,617) (832) (104) (250) (250) (250) 

Net borrowings 15,443 (502) (9,693) (1,250) (4,000) (100) 

Issuance of equity - - - - - - 

Interest paid (301) (1,399) (838) (329) (146) (13) 

Dividend paid (376) (694) (2) (632) (834) (786) 

Others 25,750 (1) 8,371 329 146 13 

Cash flow from financing 40,515 (2,597) (2,162) (1,882) (4,834) (886) 

Net change in cash 393 (837) 599 1,322 (713) 2,992 

Closing cash balance 1,382 545 2,527 3,849 3,136 6,128 

Free cash flow 1,323 2,348 2,691 3,204 4,120 3,878 

Source: Company, Ambit Capital research 

 

Ratio Analysis 

Year to March FY19 FY20 FY21 FY22E FY23E FY24E 

Gross margin (%) 64.6% 55.9% 54.7% 55.0% 55.8% 56.2% 

EBITDA margin (%) 21.9% 18.2% 18.4% 18.9% 20.0% 21.3% 

EBIT margin(%) 20.4% 16.7% 17.1% 17.4% 18.7% 20.1% 

Net profit margin(%) 21.6% 10.5% 13.4% 16.4% 18.9% 15.7% 

Dividend payout ratio(%) 20.3% 24.5% 26.8% 20.0% 20.0% 20.0% 

Net debt: equity (x) 0.4 0.4 0.1 0.0 (0.1) (0.1) 

Working capital days 28 (2) 13 12 12 12 

Gross block turnover (x) 0.9 1.9 2.0 2.0 2.2 2.5 

RoCE(%) 7.1% 6.9% 6.8% 6.9% 8.5% 7.7% 

RoE(%) 8.9% 5.4% 6.2% 6.7% 8.4% 7.4% 

Source: Company, Ambit Capital research 

 

Valuation Parameter 

Year to March FY19 FY20 FY21 FY22E FY23E FY24E 

EPS (`) 31.5 32.2 39.4 49.7 65.5 61.8 

Dividend per share (`) 5.0 5.0 5.0 9.9 13.1 12.4 

P/E (x) 68.8 67.2 55.0 43.6 33.1 35.1 

P/BV (x) 3.7 3.6 3.0 2.9 2.7 2.5 

EV/EBITDA (x) 75.3 43.4 40.9 37.9 30.6 24.8 

Price/Sales (x) 14.8 7.1 7.4 7.1 6.3 5.5 

Source: Company, Ambit Capital research 
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Quarterly Financials 
Exhibit 106: Last eight quarters financial performance  

 
1QFY20 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21 3QFY21 4QFY21 

Net sales 6,203 3,260 3,327 4,879 5,374 3,420 3,816 6,057 

COGS 2,530 1,412 1,596 2,250 2,383 1,584 1,731 2,750 

Gross Profit 3,673 1,848 1,731 2,629 2,991 1,836 2,085 3,307 

Gross margin 59.2% 56.7% 52.0% 53.9% 55.7% 53.7% 54.6% 54.6% 

Employee cost 433 384 420 422 527 430 384 400 

% of sales 7.0% 11.8% 12.6% 8.7% 9.8% 12.6% 10.1% 6.6% 

Ad spends 972 543 344 464 491 507 568 730 

% of sales 15.7% 16.6% 10.3% 9.5% 9.1% 14.8% 14.9% 12.1% 

Other expenditure 1,048 617 639 698 749 628 638 723 

% of sales 16.9% 18.9% 19.2% 14.3% 13.9% 18.4% 16.7% 11.9% 

Total expenditure 2,453 1,544 1,404 1,583 1,767 1,564 1,590 1,853 

EBITDA 1,220 305 327 1,046 1,224 271 495 1,454 

EBITDA margin 19.7% 9.3% 9.8% 21.4% 22.8% 7.9% 13.0% 24.0% 

Depreciation 104 38 53 69 64 65 63 60 

EBIT 1,117 266 274 977 1,159 206 433 1,394 

Other Income 30 40 24 13 18 28 25 18 

Interest 349 351 353 347 346 308 99 85 

PBT 798 (45) (55) 643 832 (74) 359 1,327 

Tax (6) (26) (97) (76) (61) - - (5) 

Effective tax rate -0.7% 56.5% 177.7% -11.9% -7.3% 0.0% 0.0% -0.4% 

PAT 804 (20) 42 719 892 (74) 359 1,331 

Exceptional item 
 (101) - (28) - (980) (342) 

 
Minority interest - - - - - - - - 

PAT after exceptional items & MI 804 (120) 42 691 892 (1,053) 17 1,331 

 Outstanding shares  64 64 64 64 64 64 64 64 

EPS 12.6 (0.3) 0.7 11.3 14.0 (1.2) 5.6 20.9 

Source: Company, Ambit Capital research 
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Appendix 
Exhibit 107: In Glucose powder category, ZYWL ahead in terms of product offerings, 
flavour as well as SKU mix  

Company Brand Powder 
Effervescent  

Tablet 
Flavour Pack size `/gm 

Zydus  
Wellness 

Glucon D   
Nimbu Pani, Tangy 
Orange, 
Strawberry, Plain 

1kg Jar, 400gm Jar, 
450g pack, 200g pack, 
tube packs etc. 

0.3 

Dabur Glucose-D   Plain, Orange, 
Lemon 

1kg Jar, 450gm Jar, 
250gm Jar, 125gm 
pack etc. 

0.3 

Wipro GlucoVita   Orange, Green 
Mango, Strawberry 

400gm Jar, 250g Jar, 
tube packs etc. 

0.3 

Source: Company, Ambit Capital research; Note – Pack size and pricing is as picked up from e-com websites 

 

Exhibit 108: In HFD, despite lack of price hikes, Complan pricing remains 
uncompetitive; but product has higher protein content than peers  

Brand Price (in `) Size `./Gram Protein content 

Complan 530 1,000g 0.53 18gm per 100gm 

Horlicks 454 1,000g 0.45 11gm per 100gm 

Bournvita 400 1,000g 0.40 7gm per 100 gm 

Source: Ambit Capital research; Note – Above prices have been taken from e-commerce websites 

 

Exhibit 109: In artificial sweetener, ZYWL’s product encompasses all variants of 
artificial sweetener 

Company Brand Aspartame Sucralose Stevia `./tablet 

Zydus Wellness Sugar Free    0.5 

Wipro Sweet n Healthy    0.8 

Mankind Kaloree    0.5 

Source: Ambit Capital research; Note – above pricing are for aspartame based products 

 

Exhibit 110: In prickly heat powder, ZYWL’s positioning stands above peers 

Company Brand Variants 
No. of 

Variants 
Pack size 

Price/
gm 

Zydus Wellness Nycil 
Herbal, Gulabjal, Sandal, Classic, 
Aloe, Lime & Cool Classic  

7 
20g, 50g, 75g,  
150g & 400g 

0.8 

Reckitt  
Benckiser 

Dermicool Aloe, Menthol, Lavender & Sandal 4 50g, 90g, 150g 0.8 

Emami Boroplus Ice Cool Powder 1 150g 0.7 

ITC 
Shower to 

Shower 
Cologne cool, Sandal, Super cool 
with mint 

3 50g, 150g & 300g 0.7 

Source: Company, Ambit Capital research; Note – Price/gm is for Sandalwood flavor talc powder 
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Exhibit 111: In Everyuth, ZYWL has a weak positioning in face wash but is strong in scrubs and peel-off masks 

Company Brand Face wash Scrubs Peel off-Masks 

Zydus Wellness Everyuth Tulsi Turmeric, Fruit, Neem, Lemon cherry 
Apricot, walnut , walnut apricot & tan 
removal chocolate cherry 

Golden glow peel & 
orange peel 

Bioveda Action  
Research 

Biotique 
Honey gel foaming, Morning nectar, Papaya 
exfoliating, Pineapple oil, White whitening, 
Neem & Pineapple cleansing gel 

Walnut polishing, Bxl hydrating  
Papaya, Bxl resurfacing, Royal jasmine 
& oudh allure scrub masque 
  

Bio Peach 

Himalaya drug  
Co 

Himalaya 
Neem, Aloe Vera, Tan Removal Orange, 
Natural Glow Kesar, Oil Clear Blueberry & Oil 
Clear Lemon 

Exfoliating Walnut, Exfoliating Apricot, 
Clear Complexion Brightening, Tan 
Removal Orange , Neem 

Tan Removal Orange, Neem 
& Cucumber 

Lotus Herbals Lotus 

Skin brightening & oil control, Activated 
charcoal anti-pollution brightening, Tea tree 
wash & cinnamon anti-acne oil control,  
Jojobawash milli capsules nourishing & 
Neemwash & clove  

Skin brightening oatmeal yogurt 
& Apriscrub fresh apricot 

Charcoal Blackhead 

VLCC personal care VLCC 
Pro radiance brightening, Ayurveda haldi and 
chandan, Tulsi acne, Ayurveda skin purifying 
neem & Ayurveda haldi and tulsi wild turmeric 

Walnut and coconut, Charcoal and 
moroccan, Indian berberry, Papaya 
and apricot, Walnut & Coffee sugar 
de tan 

Rejuvenating Arabic coffee, 
Charcoal peel-off & Gold 
Radiance 

Source: Company websites, Ambit Capital research 

 

Exhibit 112: While Everyuth has lost MS in peel off range, 
still remains leader in peel off and scrub segment 

 
Source: Company, Ambit Capital research 

 Exhibit 113: Everyuth is competitively priced in all three 
sub-categories 

 
Neem 

face wash 
Apricot 
scrub 

Peel off-Masks 

Company `./ml `./gm Brand `./gm 

Everyuth  1.0 1.5 Golden Glow 1.4 

Biotique 1.0 NA Bio Peach  4.0 

Himalaya  1.0 1.4 Tan Removal Orange 1.4 

Lotus 1.7 1.5 NA NA 

VLCC 1.3 2.3 Arabica Coffee 4.4 

Source: Company, Ambit Capital research 

 

Exhibit 114: In margarine category, ZYWL’s pricing is competitive vs Britannia but higher than Amul 

Company Brands Margarine Mayonnaise Butter Ghee 
Margarine 

`./gm 
Butter 
`./gm 

Zydus Wellness Nutralite, Doodhshakti                 0.45              0.50  

Amul Delicious, Amul lite                 0.16              0.48  

Britannia Britannia                     -                0.57  

Source: Company, Ambit Capital research; Note: Price/gm of Margarine for Zydus is for brand Nutralite and for Amul is brand Delicious 
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Zydus Wellness Ltd. (ZYWL IN, BUY) 

 
Source: Bloomberg, Ambit Capital research 
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Explanation of Investment Rating - Our target prices are with a 12-month perspective. Returns stated are our internal benchmark 

Investment Rating Expected return (over 12-month) 

BUY We expect this stock to deliver more than 10% returns over the next12 month 

SELL  We expect this stock to deliver less than or equal to 10 % returns over the next 12 months 

UNDER REVIEW We have coverage on the stock but we have suspended our estimates, TP and recommendation for the time being NOT 

NOT RATED We do not have any forward-looking estimates, valuation, or recommendation for the stock.  

POSITIVE We have a positive view on the sector and most of stocks under our coverage in the sector are BUYs 

NEGATIVE We have a negative view on the sector and most of stocks under our coverage in the sector are SELLs 

NO STANCE We have forward looking estimates for the stock but we refrain from assigning valuation and recommendation 

Note: At certain times the Rating may not be in sync with the description above as the stock prices can be volatile and analysts can take time to react to development. 

Disclaimer 
This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of Ambit Capital Private Ltd. Ambit Capital Private Ltd. research is disseminated and available 
primarily electronically, and, in some cases, in printed form. The following Disclosures are being made in compliance with the SEBI (Research Analysts) Regulations, 2014 (herein after referred to as the 
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