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Abstract 
The present study is an attempt to find out the best buy opportunity in personal care stocks in Indian stock market. The study aims 
to identify the most promising personal care stocks available for long-term investors. The study adopted the techniques of 
fundamental and technical analysis to derive the conclusions. The study mainly depends on secondary data collected from the 
annual reports of the companies; and data base of National stock exchange and Bombay Stock Exchange for the period 2008-13. 
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1. INTRODUCTION 
Investing in equity is always a challenging and a rewarding task. Indian stock market offers more than 100 of sectors with 
more than 5000 listed companies to invest. Different sectors are in different growth rates and different stages of life cycle. 
The risk and return in investing in these sectors is also different. Stocks of companies within a particular sector are also at 
different risk- return levels. Both fundamental and technical analysis helps the investors in selecting a sector and stock. 
Fundamental analysis helps to evaluate financial stability, financial strengths and weakness of the companies; and to 
identify undervalued and overvalued shares. Technical analysis helps the investor to know whether the stock is in over 
sold region or over bought region, and to find any trend reversals. It also gives insights of right time to enter and exit 
from the stock of a company. The primary objective of the study is to find out the best buy opportunity available from the 
personal care stocks/sector (FMCG). 
 
2. REVIEW OF LITERATURE  
Prior academic research about the equity valuation using valuation focuses either on how comparable firms should be 
identified for the simple multiple valuation or which valuation multiple is superior in terms of the valuation accuracy. 
Bhojraj and Lee (2002), present a general approach to select comparable firms for the simple multiple valuation using the 
stock price multiple to sales or book value of equity, guided by the residual income valuation model (Ohlson, 1995). They 
suggest that their comparable firm selection method offers a sharp improvement in valuation accuracy over comparable 
firms selected on the basis of other techniques, such as industry and size matches. Kim and Ritter (1999) and Liu et al. 
(2002) examine the valuation accuracy of the alternative simple multiple valuation. Both studies suggest that using the 
forward earnings multiple yields higher valuation accuracy compared to using any historical multiples. Kaplan and 
Ruback (1995) report that in the context of highly leveraged transactions, such as management buyouts, a capital asset 
pricing model (CAPM) based on discounted cash flows (DCF) valuation approach has approximately the same valuation 
accuracy as a simple multiple valuation using cash flows multiple. While all of these studies estimate equity value by 
multiplying a specific value driver by the corresponding valuation multiple, Beatty et al. (1999) examine different linear 
combinations of the simple multiple valuations based on historical earnings, book value of equity, dividends and total 
assets. In this context, the present study may be an additional contribution to the method of equity valuation. 
 
3. MATERIALS AND METHODS 
 In order to assess the fair/intrinsic value of the selected stocks, the researcher used multiple valuation methods such as 
discounted cash flow method, price to book value method, sales to market capitalization method, average price-earning 
method (P/E), and industrial price-earning method (P/E). The value of stocks arrived by using different methods will not 
be the same. So, the average intrinsic value obtained by the multiple methods is considered for comparing its fair value 
with market value, and to find out over-priced/under-priced stocks. In addition to this, fundamental analysis of the 
selected stocks has been done by using industry, and company analysis. In this context, financial ratios based on key 
financial performance indicators of the companies were taken into consideration. Further, technical analysis has been 
employed by using moving average method. However, the present study adopted multiple valuation methods in 
conjunction with fundamental and technical analysis of the shares of the selected companies. 
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The present study is based on secondary data collected from annual reports of the selected companies and, data base of 
two stock exchanges in India such as BSE Ltd, NSE Ltd and Axis Securities Ltd. The present study selected the top four 
stocks from fourteen listed shares in personal care sector of NSE and BSE on the basis of market capitalization, sales 
turnover and product diversity. Personal care sector is considered to be one of the major segments of Fast Moving 
Consumer Goods (FMCG) sector in India; and it is treated as defensive sector of Indian stock market. The common 
shares of companies in personal care sector such as Hindustan Unilever Ltd (HUL), Marico Ltd, and Godrej Consumer 
Products Ltd were considered for the analysis. The study was conducted on the basis financial information of the select 
companies for the financial year 2008-09 to 2012-13. In order to analyze and interpret the data, the researcher has been 
deployed different financial and statistical tools such as ratios, variance, standard deviation, simple average, weighted 
average, trend, moving average, and percentage. The study uses descriptive and analytical type of research through a 
deductive logical approach. 
 
4. DATA ANALYSIS AND DISCUSSION  
a. Industry and Company Analysis  
In India, the Fast Moving Consumer Goods (FMCG) sector has been growing at 17% since last 5 years. The stock of this 
sector is considered to be defensive stocks. The rise of standard of living and purchasing power of rural India have 
significant impact on prospects of FMCG sector. The organized personal care industry is a part of FMCG sector. 
Organized Indian personal care sector consist of both listed and unlisted players. At present, there are 14 listed companies 
in the personal care sector of Indian stock market. The Hindustan Unilever Limited (HUL) is the market leader in the 
sector. HUL is followed by the companies such as Dabur, Godrej and Marico.  
Hindustan Unilever Limited (HUL) is the largest Fast Moving Consumer Goods Company with a heritage of over 75 
years in India. HUL is a subsidiary of Unilever and one of the world’s leading suppliers of fast moving consumer goods 
with strong local roots in more than 100 countries across the globe with annual sales of €51 billion in 2012. Unilever has 
about 52% shareholding in HUL. In financial Year 2012-13, despite an increasingly challenging economic environment, 
the company continued to deliver strong results. The domestic Consumer business grew by 16% with 7% underlying 
volume growth. All the segments grew in double digits and Profit before interest and tax (PBIT) grew by 23% with PBIT 
margin improving 80 bps.  
 
Marico was established in April 1990. Marico Industries Limited was formerly the consumer products division of Bombay 
Oil Industries Limited. Over the last two decades, Marico transformed from a traditional commodity driven business into 
a leading Consumer Products & Services Company, in the Beauty and Wellness space. From its foundations, Marico has 
worked outside the box, to bring innovation to its customers through the careful creation of continuous and sustainable 
change. Marico is present in more than 25 countries across Asia and the African continent. The company recorded a 
turnover of Rs. 40.0 billion (~USD 729 Million) in 2011-12.  
 
Dabur India Limited is the fourth largest FMCG Company in India with revenues of over Rs 6,146 Crore, and Market 
Capitalization of US $5 billion. The 125-year-old company, promoted by the Burman family, had started operations in 
1884 as an Ayurvedic medicines company. From its humble beginnings in the by lanes of Calcutta, Dabur India Ltd has 
come a long way today to become one of the biggest Indian-owned consumer goods companies with the largest herbal and 
natural product portfolio in the world. Overall, Dabur has successfully transformed itself from being a family-run business 
to become a professionally managed enterprise.  
 
b. Analysis of Key Financial Performance Indicators  
HUL was the market leader, having participation and dominance in all segments of personal care sector like food 
beverages, oral care, hair care, body care, beauty, soap, and detergents. The study reveals that highest growth rate in 
Sales, Net profit margin, and EPS during the period was recorded in respect of Godrej compared to other select firms 
within the industry (Figure 1, 2 and 3).Due to adverse economic conditions and increase in the cost of production, all the 
select firms were reporting declining trend in Return on Capital Employed Ratio (ROCE), and Return on Net Assets 
Ratio (RONA) during the period of study (Table 1). The financial leverage of Dabur Ltd was increasing during the period 
of study when compared to other select firms of the industry. But, in the case of HUL, the company has substantially 
reduced the debt burden and reached a position of unlevered firm. The book value of shares of GCPL shows a substantial 
improvement in the book value of shares. But, the book value of HUL, and MARICO stocks recorded a less than increase 
compared to GCPL stock. The book value of Marico and Godrej has been increased by four times, and HUL grown by 
three times. No substantial change was observed in the book value of shares of Dabur. Similarly, in the case of EPS, 
increasing trend was observed among the firms except Dabur. The highest level of EPS was accounted by the GCPL, and 
declining trend was recorded in respect of Dabur. At the same time, the dividend payout ratio shows that Dabur has been 
declaring better dividend to the share holders when compared to other select firms. HUL has been accounted by highest 
D/P ratio, and lowest retention ratio.  The retention ratio of Marico was higher than other select firms in the sector. 
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                                        Figure 1 Growth rate of annual sales of the select firms from the financial year 2009-10 to 2012-13 
            Source: Compiled from Annual Reports of the Companies 
 

 
Figure 2 Growth rate in net profit/loss of the select firms from the financial year 2009-10 to 2012-13 

 
Source: Compiled from Annual Reports of the Companies 
 

 
Figure 3 Trend of EPS of the select firms from the financial year 2009-10 to 2012-13 

Source: Compiled from Annual Reports of the Companies 
 

Table 1:  Key financial performance indicators of the select Companies 
Market Based 

Ratios 
Company 2012-13 2011-12 2010-11 2009-10 2008-09 

Earnings Per 
Share 

 (EPS `) 

HUL 12.95 10.68 9.65 11.5 8.12 

MARICO 5.24 4.74 3.83 3.1 2.78 

GCPL 22.08 15.9 11 6.74 7 

DABUR 3.7 3.27 5.76 4.52 3.86 

Book Value 
(BV `) 

HUL 16.25 12.19 11.84 9.45 6.6 

MARICO 18.28 14.2 9.38 6 4.6 

GCPL 81.13 74.17 47.4 26.85 20.9 

DABUR 9.15 7.48 6.33 8.64 8.53 

Dividend Payout 
Ratio 

(D/P : %) 

HUL 70 71.2 75.2 76.5 77 

MARICO 13.36 13.9 17.22 21.3 23.8 

GCPL 21.52 28.29 38.57 59.33 56.72 
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DABUR 35.16 35.19 34.73 38.74 38.83 

Retention 
Ratio(%) 

HUL 30 29.8 24.8 23.5 23 

MARICO 86.64 86.1 82.78 78.7 76.2 

GCPL 78.48 71.79 61.43 40.67 43.28 

DABUR 64.84 64.81 65.27 61.26 61.17 

EBIT Ratio 
(Operating Profit 

Ratio:%) 

HUL 19.88 18.50 20.43 20.23 20.16 

MARICO 18.60 18.96 8.06 8.35 8.22 

GCPL 25.11 25.09 27.91 21.90 24.79 

DABUR 23.22 25.47 8.76 9.19 9.15 

EAT  Ratio 
(Net Profit 
Ratio:%) 

HUL 11.82 11.38 11.63 12.09 12.08 

MARICO 7.97 9.23 8.72 7.86 8.83 

GCPL 15.27 13.74 16.26 12.06 14.36 

DABUR 12.14 13.86 14.76 13.93 14.14 

Return on Capital 
Employed Ratio 

(ROCE: %) 

HUL 84.60 78.25 96.74 118.6 138.7 

MARICO 18.61 21.15 21.62 24.53 27.73 

GCPL 16.84 13.80 34.25 20.52 44.40 

DABUR 20.74 23.26 44.75 37.18 46.27 

Return on Net 
Assets Ratio 
(RONA: %) 

HUL 84.68 78.57 116.32 121.3 123 

MARICO 28.65 33.38 35.04 41.62 53.72 

GCPL 25.87 29.84 35.57 30.57 92.81 

DABUR 37.44 40.78 53.29 47.46 53.64 

Debt/Equity 
Ratio(D/E) 

HUL 0.27 0.00 0.00 0.20 0.06 

MARICO 0.54 0.58 0.62 0.70 0.94 

GCPL 0.54 1.16 0.04 0.49 1.09 

DABUR 0.80 0.75 0.19 0.28 0.16 

Source: Computed from Annual Reports of the Companies  
 

When compare the market price of the shares (as on 01/07/2013) of the select stocks with their respective  intrinsic value  
shows that current market prices of HUL and Marico stocks were undervalued  by four and five methods of valuation 
respectively(Table 2). It indicates that there is an opportunity to the investors for further hike in the market prices of these 
stocks in near future. These stocks represent fundamentally very strong, and the market may discount the situation to 
recoup to their true value.  But, in the case of current market prices of Dabur and Godrej stocks were overvalued by the 
select four methods. The market may take correction in the prices of these stocks, and short-term investors could not 
expect substantial increase in the current market prices, and they have to hold these shares to get capital appreciation in  
future.  

Table 2:  Intrinsic value of Shares the select Companies 
INTRINSIC VALUE HUL MARICO DABUR GODRE

J 
1. Discounted cash flow method(`) 861.2079 396.32 90.21 622.78 

2. Price to book value method(`) 435.5216 265.8642 67.8087
9 

898.82 

3. Sales to market capitalization method(`) 745.0324 277.0021 218.86 988.07 

4. Average Price-Earning method(P/E) (`) 465.75 189.93 78.45 442.52 

5. Industrial Price-Earning method(P/E) (`) 1032.42 390.97 199 882.50 

6. Average intrinsic value(`) 708 304 130.86 767 
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(average of the above five methods) 

Current Market price( as on 01/07/2013) (`) 587 203.4 155.8 832.8 

No. of methods by which share is under-
valued 

4 5 2 2 

No. of methods by which share is over-valued 2 1 4 4 

 Source: Computed from Annual Reports of the Companies and Data base of BSE and NSE Ltd 
 

The risk analysis of the stocks indicates that beta of HUL and Dabur were less volatile in the market (CAPM Approach) 
when compared to MARICO and GCPL. However, the analysis shows that all the four stocks were less risky having beta 
less than one. But, risk analysis as per variance model shows that Dabur and Godrej stocks represents were comparatively 
more volatile in the market. The growth in equity of Marico and Godrej was higher than HUL and Dabur stocks (Table 
3).   

Table 3: Parameters of Price Risk, Cost of Capital and Growth in Equity of the select companies 
Parameters HUL MARICO DABUR GODREJ 

Market price Risk(σ) as per 
Variance approach 

3.6 3.8 4 4.4 

Beta (β) as per CAPM approach 0.35 0.25 0.34 0.25 

Weighted Average Cost of 
Capital(WACC) 

0.08 0.07 0.06 0.07 

Growth in equity(Ke) 1.46 2.97 0.73 2.88 

 Source: Computed from Annual Reports of the Companies and Data base of BSE and NSE Ltd 
 

The technical analysis shows that long term trend of percentage changes in the market prices of all the fourt stocks shows 
an upward trend(Figure 4).HUL is a growth oriented stock and trading above 100 days and 200 days moving averages. 
The trend shows that once if it reaches 200 days moving average, it can go up by 30 %( market price Rupees 678). The 
shares of Marico are also a growth oriented stock, and it is trading at below 100 days and 200 days moving average. The 
trend shows that once if it reaches 200 days moving average it may fall up to 10%. The recommended entry price for this 
stock is Rupees 195. The trend of moving averages also shows if it cut 200 moving average and trades above, it may go 
up by 40%. The expected price of Marico in one year term is Rupees 280. Dabur is an overvalued stock. It is trading at 
above 100 days and 200 days moving averages. The moving average trend shows that it can go up to Rupees 210 within 
one year. Since, the current market price is close to moving average price; the best entry would be waiting for correction 
in stock, and enter in the stock at the level of Rupees 120 which is 10% below 200 days moving average. Godrej is an 
overvalued stock, and trading at above 100days and 200 days moving average (Table 4). The moving average trend shows 
that it may go up by 30% from moving average (Rupees 1040). Since, now it is trading above 200 days moving average, 
the best entry price would be 10% below moving average (Rupees 720). 

Table 4:  Summary of Moving Average (MA) Analysis 

Particulars HUL MARIC
O DABUR GODREJ 

Average recovery period 
of 200 days MA 10 weeks 14 weeks 16 weeks 15 weeks 

Trend of going down 
from 200 days MA 10 10 14.5 13 

Trend of going up from 
200 days MA 30 40 50 123 

Average recovery period 
of 100 days MA 12 weeks 19 weeks 21 weeks 9 weeks 

Source: Compiled from Data base of BSE and NSE Ltd 
 

 
Figure 4 Trend lines of percentage of changes in the market prices of the select stocks during the period of study 

Source: Compiled from Data base of BSE and NSE Ltd 
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5. CONCLUSION 
The fundamental and technical analysis of the four stocks reveals that the market performance of personal care (FMCG) 
stocks in Indian stock market is highly competitive and lucrative to the long-term investors. The price risk of all the 
stocks was less volatile in the market, and so, it is more preferable to the rationale investors in the stock market. Even 
though, inflation of the Indian economy affects these stocks to a certain extent, and the financial performance indicators 
of the companies shows that they are fundamentally very strong to sustain in the market, and having prospects to generate  
more capital appreciation in the value of investment. Out of the four stocks, CGPL has more prospects to the long-term 
investors and expected to continue the growth in sales, net profit margin, EPS, book value, and growth in equity. Even if 
the current market price of CGPL has been overvalued, long-term investors can expect further breakthrough in the prices 
by holding the stock. But, in the case of investors who expect more dividends, the investment in scripts of Dabur may be 
more rewarding one. However, the performance of HUL stocks in the market indicates that it is rewarding to both short-
term and long-term investors because the current market value has been underperformed. The log-term investors can 
expect a recovery and bottom out in the present level of trading. The performance of HUL stocks was comparatively better 
in terms ROCE, RONA and financial leverage. Therefore, the research analysis recommends scripts of GCPL and HUL 
for the long-term investors. 
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