FMCG tirms will see double-digit growth if
GDP grows at 7.5%, says Pidilite’s Bharat Puri
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harat Puri, managing

cirector, Pidilite Indus-

(ries Lid, says inpul pri-
ces and weak currency 1s a
cause lor concern Ldiled
excerpls:

Whal is the moaod like?

Iow are companies like

vyours being received? We

haveseen many [ast-mov-
ing consumer goods

(FMCG) companies, in the

last (wo-three quarters,

and their commentary
has become sironger. Isil
just thebase efTect, or are
you seeing some sort of
actual revivalin demand?

Whaltishappening on the

ground?

It 18 dillicull [or me (o say
whal the mood is, bul the situa-
tion [rom the ground is, we are
cautiously optimistic  Yes.
Thereisabaseellect Inthelast
two quarters, we have gol over
Lhe impact ol demonetization
and the goods and services lax
(GST) rollout 5o, while
demand is good now, [rankly,
Lhe next two-Lhree quarters is
colng (o lell you whal the new
normalis. Given the good mon-
soon, given all the macros thal
we are seeing, given Lhe mood
Iin the lield, I would say we arc
cautiously optimistic.

Howiscau-

tiously
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Pidilite Industries managing
director Bharat Purl.

quarters, then the new normal
will be very clear
What is il thal is giving
rise (o the caution that
you may have. Is il the
currency (hatl vou are
most worried abould, is il
crude prices, orisil some-
thing clse?
One, ipul prices and cur-
rency are deli-

IF'MCGsover Lhe last two quar-
ters, look al Pidilite, we had
orowlhof23% m ourconsumer
sector last quarter So, that Kind
olgrowth will sustain, but given
that thereisasteady undertone
we wWill not know whal thenew
normal is Bulwe are conlident
olsteady growth Wehave seen
Lhe FMCG mdushry al twice the
GDP,atl5 times the GDP, and
thenitbecame at the GDI level.
[{ seems (o be goine back (o] 5
limes. Hopelully, il things are
cood thenit could go back 1o 2
limes the GDP
Letl's talk aboul some
internals of your busi-
ness. LetCs start with the
walerproofing segment.
Given the monsoon sea-
son,given the flood silua-
tionin kerala. how doyou
expectthebusiness topan
oul for thissegment?
As [ar as walerprooling 1s
concerned, the external envi-
ronment, Lhe

nitely a concern, "The risk Is input immediate envi-
because the cur- prices and cur- ronment, makesa
rency has d{}uhle rency headwinds dillerence; In
mymcl on lF‘lpLFl _If India grows, walerprooling
!mc:e:ilnllailllnn 1S our categories }in_u are actually
always Lhe single compeling
biggesl damper EIow mu_ch faster againsl non-con-
lorgrowthmany andthatiswhywe .., i0n Oulof
emerging market, are cautiously 10 homes Lthat are
and thatis true [or optimistic. built about three

oursaswell Two.
normally F'MCG
lends Lo be at 1-1.5 times gross
domestic product (GDP)
growth, Thero
lores, aswe ook

Fir—uyy 3

oplimistic

numerically dillerent

from optimistic?

I suspect by a lew percenlage
points, bul thesigns are good 11
vou look al our results, [or
example, we are dclivering
steady double-digit volume
erowth Il two quarters later,
we arc still delivering sleady
double-digit volume growth,
then vou are [ullv optimistic So
lel us wail another two-Lhree

lorward, lel us
seell that continues whenGDD
growlh comes in at the
7-7.5% mark In thal case,
most I'MCGs looking al dou-
ble-digit growth will be a real-
1Ly
Are you not very confi-
dent that the underlying
erowih will susiain?
IIGDPsuslains al 7-8% then
you are al the double-digil
orowth mark, butilyoulook at

are walerprooled
properly. A good
Imonsoon is alwayswelcome, a
cood mongsoon iImpacts real
orowlh and 1l 1mpacts Lthe
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mood as lar as their trade in |

[ndia1s concerned, and il seems
lobe a cood monsoon. As [aras
Keralais concerned, itwill take
some time I[U's unlortunate
whal has happened, the scale ol
Lhe disaster 1s massive, bul hav-
Ing saidl that, 1L 1s also India’s
one ol the most prosperous
slates.

So hopelully, 1t will bounce
back over a period ol time. |
think 1t will probably be six
months belore things slarl

comingback (o normal in ker-
ala

¥Whalt are the big risks
aparl [rom inpul prices,
whichkeeps goingup and
down? Isthere anyriskin
lerms of the business or
the industrvitsell?

I think the risk is mpul pri-
ces, currency headwinds and
whal I also keep Lelling my
leamn that lel’s nol ever become
complacent Other than that.,
we are strong believers in the
[ndia slory, our calegories arc
well positioned vis-a-vis the
[ndia story Il India grows, our
calegories grow much lasler
and that i1s why we are cau-
Liously oplimistic

What will be the big

growihdriver?

The underlying economic
erowlh is something that is a
orowlh driver, bul [orus given
Lhe calegories we operale 1n,
we actually segment our port-
[olionto three basic buckets—
core businesses, growth busi-
nesses and pioneer businesses.
Core business growlh comes
via driving penetration, via
driving sales and distribution,
and via premiumization Sowe
lend (o growal 1-2 imes GDPin
our core categories. In Lthe
growth calegories, walerprool-
ing being a growth calegory
Thereitis about holistic hrand
management, 1l 1s aboul con-
sumer and user education, 1018
aboul sales and distribution,
and there you would look al
orowing 2-1 times GDP. Then
vou have Lhe pioneer category,
whichisacalegory thalisvery
small and underserved oday,
but are lomorrow’s growth cat-
egories. So as a portloho we
lend o make sure thal we have
a business that spans all three
buckets Currently, two-third

- ol our business comes [rom

|

erowlh calegories, one-(hird

[rom growLh and ploneer cate-

oories.
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