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Summary, outlook and top picks
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 Top picks: United Spirits, United Breweries, Pidilite and HUL. Also Britannia, ITC and Nestle look good from a 1-year perspective.

 Margins on a YoY basis in the near term will remain under pressure for Godrej Consumer, Bikaji and Tata Consumer.

• We expect companies with more rural exposure to likely grow faster for next two quarters: For example, in toothpaste, we reckon Dabur shall outpace 
Colgate while, in paints, Berger shall outpace Asian Paints.

 We see limited downside in Consumer stocks as Defensives are back in flavour. Valuations are reasonable and the worst is behind for most companies.

 Rural demand continued to improve for a fourth quarter. Urban slowdown is likely to continue till Q1FY26. Rural volumes are growing 2x urban (volume
growth in urban at 5% while it is 9.9% in case of rural).

 As per Nielsen, sales of Consumer sector grew 10.6% YoY in Q3FY25 (5.7% YoY in Q2FY25). Price growth was ~3.3% while volumes rose 7.1% YoY.

 United Spirits, Pidilite and United Breweries posted strong Q3FY25 volume growth along with a positive outlook on demand. On the other hand, Bikaji
Foods, Godrej Consumer and Tata Consumer posted a weak set of results—mainly due to steep inflation in raw materials.

• Companies with international exposure performed well on the top-line front, but INR depreciation led to lower INR sales growth. On the other hand,
territories such as Bangladesh performed well for companies such as Marico and Dabur due to low base and some macro stability.

• Andhra reforms is acting as a boon for AlcoBev companies. In Q3FY25, for United Spirits, Andhra contributed 6.1% growth (aided by pipeline filling) with
YTD contribution of ~2.4%. For UBBL, Andhra contributed 1.5–2% growth in Q3FY25. These players are also ramping up their local production.

• Festive demand was muted for companies – given muted urban demand and a shorter festive season. However, for alco-bev players, the increase in the
number of weddings boosted demand for premium spirits and liquors.

 Gross margin was under pressure for most companies as a lot of RM costs (palm oil, tea, coffee, copra, cocoa) are inflationary. However, for most
companies, pressure on EBITDA margin was lower given a cut-back in A&P spends and strategic cost-saving initiatives.



FY26 outlook – Defensives are back

• Urban slowdown shall persist till Q1FY26, and urban demand shall start reviving Q2FY26 onwards.

• We expect this revival on the back of tax cuts in the union budget and potential rate cuts by the RBI (one cut already
taken).

• Gradual recovery in rural demand to continue due to freebies and good crop, among others.

• Some parts of food inflation have started easing off, which would lead to overall revival.

• Margins of companies more vulnerable to inflation in key raw materials—palm oil, coffee, tea, etc—such as Godrej
Consumer, Tata Consumer and Bikaji to remain under pressure till at least Q1FY26.

• Price hikes were taken in Q4CY24 with further rounds of hikes expected in H1CY25.

• In these inflationary times, we expect larger players to continue to gain market shares from regional/start-ups.

• AlcoBev companies to see strong growth in Andhra and Telangana (with respective disputes getting resolved).

• Cola wars to intensify with Campa winning IPL sponsorships and launching new energy drinks.

• To summarise, Defensives are back in flavour. We expect CY25 to be better after a muted CY24.



Note: For Varun Beverages; FY24/25E/26E/27E represents CY23/24E/25E/CY26E since the company reports December-ending period

Valuation summary
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How did we fare? Hits and misses on our estimates in Q3FY25
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FMCG sector volumes – Urban under stress; Rural outshines
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• According to Nielsen data, the consumer sector grew 10.6% YoY by value in Q3FY25 (versus 5.7% YoY in Q2FY25). However, pricing
growth was 3.2% while overall volumes grew 7.1% YoY (versus 4.1% YoY in Q2FY25).

• For a third consecutive quarter, Rural is growing 2x Urban. The volume growth in urban regions stands at 5% while rural areas
experienced growth of 9.9%.

• Most companies have experienced stronger growth in rural areas than urban markets.
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Rural continues to outpace Urban
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In the overall FMCG sector, rural markets continue to outpace urban areas due to
increased distribution of freebies and favourable sentiment due to a good monsoon.
Rural demand is anyway doing well, whereas urban markets are experiencing
pressure and are likely to remain under strain for the next two quarters. In our view,
Urban demand will start improving from Q2FY26.

Comments by company

• Marico – The company observed that rural markets were recovering faster than
urban markets, leading to improved sales in these areas.

• Britannia – This rural-centric strategy helped the company enhance its market
penetration and also contributed to overall sales growth.

• Colgate – In toothpaste, with increasing oral care awareness, Rural continued to
outpace Urban with the latter facing a softer demand environment.

• Tata Consumer – In terms of channel performance in GT, Urban grew at low-
single digit, whereas rural grew in double digits.



FMCG sector in urban markets may see a turnaround: Kantar
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• According to Kantar data, volume growth for Urban India stood at 5.3% YoY in Q3FY25 compared with 4.3% YoY in Q2FY25. Sales volume in Rural rose 3.9%
YoY, but remained flat QoQ.

• Overall volume declined 500bp QoQ to 4.6% in Q3FY25. Food & beverages grew 4.3% YoY in Q3FY25 compared with 6.7% YoY in Q3FY24, attributable to a
decline in the growth of atta and slowdown in snacking categories.

• The difference between Nielsen and Kantar data arises because Kantar monitors both branded and unorganised products, including unpackaged
voluminous commodities, while NielsenIQ tracks retails sales of mostly branded goods.

• Kantar’s data has a one-quarter lag, which is of actual household consumption by volume versus companies’ primary sales to distributors.

• Kantar’s data is heavily skewed towards the food & beverages segment, which accounts for ~70% of the overall volume of products with higher inclusion
of items from the unorganised sector.

• Tata Consumer/Marico (domestic)/ Varun beverages (domestic) reported volume growth of 7%/6%/5% YoY, indicating high skewedness towards the F&B
segment.



Positive pricing across staples…another round of hikes likely in Q4
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Price mix positive for AlcoBev players
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In Q3FY25, price mix was positive for AlcoBev players given strong growth in the Premium end amid festive and a better-than-
expected wedding season.



Key takeaways from Nuvama’s Annual India Conference

12

We hosted top management teams of various companies at the 2025 edition of the flagship Nuvama Conference themed India: Reformed,
Resilient and Resurgent.

Consensus was towards India’s rural economy bottoming out while expectations were the urban slowdown would ebb in a couple of
quarters.

Key insights

1. Gradual recovery in pricing and rural demand

Pricing growth for most companies shall continue to improve over coming quarters. Almost all companies are seeing Rural outpacing
Urban, and in the near term, Rural shall grow at 2x Urban. Government freebies and a good monsoon leading to higher rural incomes and
MSP hikes are set to further boost rural consumption.

In our view, companies with relatively high rural salience are likely to outstrip peers’ growth with higher urban salience. For example, in
toothpaste, we reckon Dabur shall outpace Colgate while, in paints, Berger shall outpace Asian Paints.

2. Urban demand to continue to be under stress in near term

The urban slowdown shall continue for two more quarters till Q1FY26 due to high rental inflation and sluggish wage growth.

However, in our view, the worst is likely over aided by: i) positive impact of tax cuts in the Union Budget and potential interest rate cuts
(one cut already taken by the RBI); and ii) food inflation—which has been an issue hitherto—seems to be cooling off.



Key takeaways from Nuvama’s Annual India Conference
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Key insights (continued)

3. Reduction in channel conflict between Q-Com and General Trade

Q-commerce shall continue to be the fastest-growing trade channel for all companies. However, companies need to: i) prevent irrational
discounting on Q-Com platforms; and ii) have different SKUs for GT and Q-Com.

In our view, with Q-commerce aggressively reaching new cities, its share in overall sales shall continue to rise rapidly as consumers’
dependence on it is rising in top cities. Apart from this, we expect consumer companies to streamline inventories with traditional
distributors in order to avoid any impact that may be caused in GT due to expansion-led aggressive growth in Q-Com, E-Com and MT.

4. Expand reach in rural and focus on market share gains

In these tough times, agile and robust companies shall thrive (for example, Domino’s is gaining market share in pizza). We reckon legacy
companies shall acquire more D2C start-ups and win back market share. Companies need to expand direct reach via initiatives such as van
operations as well as innovations focused on rural India.

5. Palm oil and tea inflation to bite some companies

Some raw materials such as palm oil, tea and coffee still remain inflationary. This shall affect gross margins of companies such as Godrej
Consumer, Bikaji and Tata Consumer in the near term. Given a weak demand environment, companies have been cautious in passing on
this inflation to end consumers.



CAGR trends in Q3FY25 
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CAGR trends in Q3FY25
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CAGR trends in Q3FY25
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CAGR trends in Q3FY25 
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CAGR trends in Q3FY25 
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Volume CAGR trends in Q3FY25
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Revenue – YoY performance 
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• Most consumer names delivered overall revenue growth
aided by volumes, innovation and emerging distribution
channels.

• Varun Beverages’s strong performance was driven by M&A.
But domestic volume growth was in a mid-single digit again.

• It was followed by Adani Wilmar (due to low base), Tata
Consumer (aided by M&A) and Marico.

• Among Paints and Adhesives, Pidilite continues to be the flag
bearer due to its faster growth in new categories (such as tile
adhesives) and a big market in waterproofing.

• HUL, Dabur, Godrej Consumer and Bajaj Consumer posted
muted-to-negative revenue growth: HUL – subdued
performance in Personal Care and F&B; Dabur – segments
such as Health supplements, OTC and Beverages got
impacted; Godrej Consumer – soft HI and weak GAUM; and
Bajaj Consumer – ADHO declined YoY on account of weak
consumer sentiment.



Volume – YoY performance 
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• UBBL’s premium-end clocked 33% growth YoY aided by premiumisation and
price hikes taken across multiple states while overall volume growth stood at
8.4% YoY.

• United Spirits’ P&A/overall volume stood at 11.2%/10.2% driven by resilient
consumer demand in the peak festive season coupled with a fast scale-up
in Andhra.

• Among staples, Varun Beverages topped with 38.1% YoY volume growth (India
volumes grew 5% YoY) aided by acquisitions and forays into new territories,
followed by Tata Consumer at 7% YoY and Marico (domestic) at 6% YoY.

• Among Paints and Adhesives, Pidilite outperformed with 9.7% YoY volume
growth (led by industrial business), followed by Berger at 7.4% YoY and Asian
Paints at 1.6% YoY (impacted by demand slowdown in urban areas, which have
higher salience).

• Godrej Consumer and Bajaj Consumer were among the laggards reporting flat
volume growth and low single-digit declines, respectively.



YoY performance – Margins and EBITDA growth
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Raw material prices remain inflationary except few
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• Palm oil, tea and coffee cost remain inflationary affected by unfavourable weather conditions and supply shortages.

• A lot of other RM costs (wheat, sugar, palm oil, milk, soda ash, glass and packaging material) are benign.

• Gross margin for most consumer companies declined YoY; however, EBITDA margin stood flat given controlled A&P and other expenses.

Source: HUVR Q3FY25 Investor Presentation Source: Britannia Q3FY25 Investor Presentation



Gross margins under slight pressure
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• Most companies faced gross margin compression.

• For RM prices that are still elevated (such as palm oil,
coffee and tea), companies are rolling out another round
of price hikes.

• For AlcoBev players, ENA continues to be inflationary in
high-single to low-double digits, whereas barley prices
remain at low levels; glass is neutralising and has been
deflationary.

• For paints players, crude prices (40% of RM cost) and
titanium dioxide prices remain at lower levels.

All price charts cannot be included given the large of number of companies in our coverage. Specific charts may be available upon request.
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