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52-Wk High: 22.97 52-Wk Low: 11.60 P 9
Float (MM): 27.1 Debt to Cap: 2.8% Investment ConclUSIOn
Shares Out (MM): 34.6 Market Cap (MM): 523
Dividend: 0.00 Yield: 0.0% » EPSof $0.25 (vs. $0.15 last year) met expectations.
Tr. 12 ROE: 4.90% Est 3-Yr EPS Gr: 15.00% » Accelerated internal sales growth, improved earnings quality, and raised
Trading Vol. (MM): 0.200 Q4 guidance indicate a possible turn in performance.
Institutional Own.: 68% « Increasing 2003/2004 estimates to $0.79/$1.03 from $0.75/$0.99 and
(FY Jun) 2001A 2002A 2003E  2004E raising target to $18 from $17.
Diluted EPS 070 056 079 103 « Given yesterday's stock appreciation, we would await a better entry point.
Prev. 0.77 0.99
P/E 21.61x 27.02x 19.15x  14.69x Valuation
zD(i)'g;Ed EPS o 291; 0 3Qoi o f;A o c%i Based on our calendar 2004 estimates, Hain trades at an EV/EBITDA
2002 0'16A 0'15A 0.15A 0.11A multiple of 6.4x and a P/E multiple of 13.7x. These multiplesreflect an
: ' : : approximate 15% discount to other companiesin our healthy lifestyles
2003 0.14A 0.25A 022E 0.19E ; L ;
: : : : universe. We are raising our price target to $18 (prev. $17) to reflect our
Prev. 0.26E 0-15E upward earnings revision and increased confidence in our estimates. At our
2004 020 032E  027E  023E price target, shares would trade in line with other healthy lifestyles companies
Prev. 0-20E and would trade at a slight premium to conventional food manufacturers. Our
All values in USD unless otherwise noted. price target assumes a 25% discount to Hain's historical average multiple.
Impediment
Increasing competition, particularly in the mass market, could impact Hain's
sales and/or margins and cause performance to fall short of expectations.
Inability to meet our estimates could impede achievement of our price target.

Q2 Recap

Hain reported strong Q2 results. EPS of $0.25 (vs. $0.15 last year) compare
to our estimate of $0.26, consensus of $0.24, and guidance of $0.26-$0.27.
Internal sales growth accelerated to 9% from 6% last quarter, driving in line
sales of $123 million. Celestial Seasonings (+9.3%), Y ves (+19%) and
Garden of Eatin' (+16%) drove the acceleration in sales growth. Operating
margins improved to 11.2% from 9.5%, as 210 basis points of gross margin
improvement more than offset a 40 basis point increase in SG&A. The gross
margin improvement reflects resolved inefficienciesin Terra Chip
manufacturing, aricher mix of high margin tea sales, and reduced distribution
costs. These factors were partially offset by lower margins from Europe
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businesses (Lima and Biomarche).

The benefit of easy comparisons notwithstanding, Q2 was Hain's cleanest quarter in recent memory. Quality of earnings was high,
as the company did not rely on pro forma adjustments (excluding a small restructuring charge which was expected) to meet
estimates. Management reiterated its Q3 guidance and raised its Q4 guidance by $0.04. Overall, Q2 results indicate a possible turn
in performance and suggest to us that earnings might have bottomed. While we believe Hain still has obstacles to overcome,
including declining growth in the aseptic soy category (approx. 15% of sales) and market share loss key categories, improved
earnings visibility is a positive for the stock. We have raised estimates for 2003 and 2004 to $0.79 and $1.03 from $0.77 and $0.99,
respectively, and we have increased our price target to $18 from $17. Given the recent strength in the stock, however, we would
wait for a better entry point before building positions.

Company Description
Hain Celestial Group (Uniondale, New Y ork) is the leading marketer of natural/organic food and beverage products.
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Distribution of Ratings, Firmwide
RBC Capital Markets
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Rating Count  Percent Count  Percent
BUY [TP/O] 365 49.13 86 23.56
HOLD [SP] 295 39.70 41 13.90
SELL [u] 79 10.63 10 12.66

RBC Dain Rauscher Inc. makes a market in the securities of The Hain Celestial Group, Inc. and may act as principal with regard to
sales or purchases of this security. The author(s) of this report has received (or will receive) compensation based in part upon the
investment banking revenues of RBC Capital Markets (including RBC Dain Rauscher, RBC Dominion Securities Inc., and RBC
Dominion Securities Corp. or their affiliates). The author is employed by RBC Dain Rauscher Inc., a securities broker-dealer with
principa offices located in Minnesota, USA. The author is employed by RBC Dain Rauscher Inc., a securities broker-dealer with
principal officeslocated in Minnesota, USA.

NASD/NY SE rules require member firms to assign all rated stocks to one of three rating categories--Buy, Hold/Neutral, or
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-regardless of afirm's own rating categories. Although RBCCM does not consider al stocks that its analysts rate as Sector Perform
to be equivalent to a Hold/Neutral rating, for purposes of this ratings distribution disclosure, RBCCM automatically treats stocks
rated Sector Perform as Hold/Neutral. Data points are not adjusted for stock splits/dividends.

In the event that this is a compendium report (covers more than six subject companies) RBC Capital Markets (RBC CM) may
choose to provide specific disclosures for the subject companies by reference. To access these disclosures, clients should refer to
http://rbc2.bluematrix.com/bluematrix/Disclosure or send a request to RBC CM Research Publishing, 60 South 6th Street, Mail
Stop P16, Minneapolis, Minnesota 55402.

Explanation Of RBC Capital Markets Rating System

Definitions Of Rating Categories

An analyst's sector is the universe of companies for which the analyst provides research coverage. Accordingly, the rating assigned
to a particular stock represents the analyst's view of how that stock will perform over the next 12 months relative to the analyst's
sector, but does not attempt to provide the analyst's view of how the stock will perform relative to: (i) al companies that may
actually exist in the company's sector, or (ii) any broader market index.

Ratings:

Top Pick (TP): Represents analyst's best ideas in Outperform category; expected to significantly outperform sector over 12 months;
provides best risk-reward ratio; approximately 10% of analyst's recommendations.

Outperform (O): Expected to materially outperform sector average over 12 months.

Sector Perform (SP): Returns expected to be in line with sector average over 12 months.

Underperform (U): Returns expected to be materially below sector average over 12 months.

Risk Qualifiers:

Average Risk (Avg): Volatility and risk expected to be comparable to sector; average revenue and earnings predictability; no
significant cash flow/financing concerns over coming 12-24 months; and/or fairly liquid.

Above Average Risk (AA): Volatility and risk expected to be above sector; below average revenue and earnings predictability; may
not be suitable for a significant class of individual equity investors, may have negative cash flow; and/or low market cap or float.
Speculative (Spec): Risk consistent with venture capital; low public float; potential balance sheet concerns; and/or risk of being
delisted.

Our Research Ratings Legend can be viewed at

http://www.rbccmresearch.com/researchratings.

References to a Recommended List in the recommendation history chart may include one or more recommended lists or model
portfolios maintained by a member company of RBC Capital Markets or one of its affiliates. RBC Capital Markets recommended
lists include the Strategy Focus List and the Fundamental Equity Weightings (FEW) portfolios. RBC Dain Rauscher Inc.
recommended lists include the Western Region Focus List (1), the Model Utility Portfolio (2), and the Prime Opportunity List (3)
(formerly called the Private Client Selects), Private Client Prime Portfolio (4), a former list called Private Client Portfolio (5), and
the Prime Income List (6). RL On: Date a security was placed on arecommended list; RL Off: Date a security was removed from a
recommended list. The information contained in this report has been compiled by RBC Capital Markets ("RBC CM") from sources
believed to be reliable, but no representation or warranty, express or implied, is made by Royal Bank of Canada, RBC CM, its
affiliates or any other person as to its accuracy, completeness or correctness. RBC Capital Markets is a business name used by
subsidiaries of the Royal Bank of Canada including RBC Dominion Securities Inc., RBC Dominion Securities Corp., RBC Dain
Rauscher Inc., Royal Bank of Canada Europe Limited and Royal Bank of Canada - Sydney Branch. All opinions and estimates
contained in this report constitute RBC CM's judgement as of the date of this report, are subject to change without notice and are
provided in good faith but without legal responsibility. This report is not an offer to sell or a solicitation of an offer to buy any
securities. RBC CM and its affiliates may have an investment banking or other relationship with some or al of the issuers
mentioned herein and may trade in any of the securities mentioned herein either for their own account or the accounts of their
customers. Accordingly, the entities constituting RBC CM or their affiliates may at any time have a long or short position in any
such security or option thereon. Every province in Canada, state in the U.S., and most countries throughout the world have their
own laws regulating the types of securities and other investment products which may be offered to their residents, as well as the
process for doing so. As aresult, the securities discussed in this report may not be eligible for sale in some jurisdictions. This report
is not, and under no circumstances should be construed as, a solicitation to act as securities broker or dealer in any jurisdiction by
any person or company that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. This
material is prepared for general circulation to clients and does not have regard to the particular circumstances or needs of any
specific person who may read it. To the full extent permitted by law neither RBC CM or any of its affiliates, nor any other person,
accepts any liability whatsoever for any direct or consequential loss arising from any use of this report or the information contained
herein. No matter contained in this document may be reproduced or copied by any means without the prior consent of RBC CM.
The entities comprising RBC Capital Markets are wholly owned subsidiaries of the Royal Bank of Canada and are members of the
RBC Financial Group.

Additional information is available on request.

February 06, 2003 Page 3



RBC Capital Markets Hain Celestial

To U.S. Residents: This publication has been approved by RBC Dominion Securities Corp. ("RBCDS Corp.") and RBC Dain
Rauscher Inc. ("RBC DRI"), both of which are U.S. registered broker-dealers, which accept responsibility for this report and its
dissemination in the United States. Any U.S. recipient of this report that is not a registered broker-dealer or a bank acting in a
broker or dealer capacity and that wishes further information regarding, or to effect any transaction in, any of the securities
discussed in this report, should contact and place orders with RBCDS Corp. or RBC DRI.

To Canadian Residents: This publication has been approved by RBC Dominion Securities Inc. Any Canadian recipient of this
report that is not a Designated Institution in Ontario, an Accredited Investor in British Columbia or Alberta or a Sophisticated
Purchaser in Quebec (or similar permitted purchaser in any other province) and that wishes further information regarding, or to
effect any transaction in, any of the securities discussed in this report should contact and place orders with RBC Dominion
Securities Inc., which, without in any way limiting the foregoing, accepts responsibility for this report and its dissemination in
Canada.

To U.K. Residents: This publication has been approved by Royal Bank of Canada Europe Limited ("RBCEL") which is regulated
by Financial Services Authority ("FSA"), in connection with its distribution in the United Kingdom. This materia is not for
distribution in the United Kingdom to private customers, as defined under the rules of the FSA. RBCEL accepts responsihility for
this report and its dissemination in the United Kingdom.

To Persons Recelving This Advice in Australia: This material has been distributed in Australia by Royal Bank of Canada - Sydney
Branch (ABN 86 076 940 880). This material has been prepared for general circulation and does not take into account the
objectives, financial situation or needs of any recipient. Accordingly, any recipient should, before acting on this material, consider
the appropriateness of this material having regard to their objectives, financia situation and needs. If this material relates to the
acquisition or possible acquisition of a particular financial product, a recipient in Australia should obtain any relevant disclosure
document prepared in respect of that product and consider that document before making any decision about whether to acquire the
product.

Copyright RBC Dain Rauscher Inc. 2003.

Copyright RBC Dominion Securities Inc. 2003.

Copyright RBC Dominion Securities Corp. 2003.

Copyright RBC (Europe) Limited 2003.

All rights reserved.

February 06, 2003 Page 4



Hain Celestial Group
Earnings Model
(In thousands, except per share amounts)
Fiscal Year Ends June 30

1997

1998

1999 2000 2001 Sep 01 Dec 01 Mar 02 Jun 02 2002 Sep 02A Dec 02A Mar 03E Jun 03E 2003E Sep 03E Dec 03E Mar 04E Jun 04E 2004E
Net sales 174,264 269,760 332,436 348,223 89,735 105,169 105,614 95,436 395,954 96,420 123,006 130,402 120,309 470,137 120,499 144,118 139,998 129,526 534,140
Cost of goods sold 69,960 96,425 163,073 223417 234,643 63,460 72,873 73,172 67,950 277,455 67,166 82,660 88,282 83,374 321,482 82,903 95,838 94,079 89,114 361,934
Non-recurring items in COGS (10) 14,838 14,838
Gross profit 73,103 102,868 155,944 109,019 113,579 26,275 32,296 32,442 27,486 118,499 29,254 40,346 42,120 36,935 148,655 37,596 48,279 45,919 40,412 172,206
SG8A 57,328 81,635 100,454 71,912 67,817 17,168 22,336 23,911 21,386 84,801 21,551 26,550 29,080 25,866 103,047 25,666 29,544 29,960 26,941 112,111
Amortization of GW 2,097 2,622 4,820 6,362 6,441 - - - - - - - - - - - - - - -
One-time charges (4,5)
Merger costs (4,5) 15,633 1,032
Impairment of long lived assets (4,10) 3,468 3,878 3,878
Non-recurring charge (3,4,10) 12,833 19,217 19,217 440
EBIT 13,678 18,611 50,670 30,745 39,321 9,107 9,960 8,531 6,100 33,698 7,703 13,796 13,040 11,068 45,608 11,929 18,735 15,960 13,471 60,095
Interest expense (income) and other 2,217 2,629 6,175 6,235 (2,861) 329 1,564 300 240 2,433 170 206 773 559 1,708 724 677 545 299 2,245
Other expense (income) (1,585) 479
Amortization of deffered fin. 509 474 325 466
EBT 10,952 15,508 31,233 25,629 41,703 8,778 8,396 8,231 5,860 31,265 7,533 13,590 12,267 10,510 43,900 11,205 18,059 15,414 13,171 57,850
Income tax expense 4,297 7,004 12,730 10,152 17,516 3,336 3,191 3,094 2,203 11,824 2,844 5,137 4,637 3,973 16,591 4,236 6,826 5,827 4,979 21,867
Net income 6,655 8,504 18,503 15,477 24,188 5,442 5,205 5,137 3,657 19,442 4,689 8,453 7,630 6,537 27,309 6,970 11,233 9,588 8,193 35,982
Extraordinary cost (6) 1,342 (1,940)
Cumulative change in acct. prin. (7) (3,754)
Earnings per share (8,10) $0.34 $0.49 $0.69 $0.51 $0.70 $0.16 $0.15 $0.15 $0.11 $0.56 $0.14 $0.25 $0.22 $0.19 $0.79 $0.20 $0.32 $0.27 $0.23 $1.03
Weighted average s/o 19,434 22,939 26,636 29,951 34,544 34,634 34,881 34,908 34,600 34,756 34,382 34,467 34,816 34,886 34,638 34,955 35,025 35,095 35,165 35,060
EBITDA $17,279 $28,878 $45,050 $41,784 $52,049 $10,992 $11,743 $10,538 $8,285 $41,558 $9,716 $15,996 $15,290 $13,368 $54,371 $14,279 $21,135 $18,410 $15,971 $69,795
Growth %:
Gross sales (pre-EITF)
Internal Hain Sales - 2002 2.1% 1.5% 9.5% 3.0% 3.9% 1.4% 8.5% 8.0% 8.0% 6.6% 8.0% 8.0% 8.0% 8.0% 8.0%
Total Hain Sales 59.5% 97.6% 45.7% 3.3% 2.1% 10.9% 26.3% 14.3% 15.9% 7.8% 20.1% 30.2% 29.2% 22.3% 30.9% 21.6% 8.0% 8.0% 15.9%
Celestial sales 22.3% 18.9% -4.1% -5.2% 8.0% 0.0% -1.7% -1.5% 0.9% 1.0% 9.0% 5.0% 5.0% 5.5% 5.0% 5.0% 5.0% 5.0% 5.0%
Total Gross Sales (pre-EITF) 39.3% 60.1% 28.1% 1.0% 12.0% 7.5% 17.8% 11.9% 12.2% 6.3% 17.0% 23.9% 25.9% 18.5% 25.6% 17.2% 7.4% 7.7% 13.8%
Net sales 54.8% 23.2% 4.7% 6.5% 7.6% 21.3% 20.6% 13.7% 7.4% 17.0% 23.5% 26.1% 18.7% 25.0% 17.2% 7.4% 7.7% 13.6%
Sales Excl. Acquisitions 4.7% 21% 7.7% 1.4% 4.0% 1.5% 8.7% 6.9% 7.7%| 6.4%] 6.8% 72% 7.4% 7.7%] 7.3%]
Reported Internal Growth 4.0% 6.0% 9.0%
Gross profit 40.7% 51.6% -30.1% 4.2% -15.3% -8.8% 25.0% 29.8% 4.3% 11.3% 24.9% 29.8% 34.4% 25.4% 28.5% 19.7% 9.0% 9.4% 15.8%
SG8A 42.4% 23.1% -28.4% -5.7% -4.1% 32.9% 33.7% 40.5% 25.0% 25.5% 18.9% 21.6% 21.0% 21.5% 19.1% 11.3% 3.0% 4.2% 8.8%
EBITDA 67.1% 56.0% <1.2% 24.6% -24.8% -41.4% 7.7% 9.2%)| -20.2% -11.6% 36.2% 45.1% 61.4% 30.8% 47.0% 32.1% 20.4% 19.5%] 28.4%
Income from operations 36.1% 172.3% -39.3% 27.9% -21.1% -41.2% 30.0% 42.8% -14.3% -15.4% 38.5% 52.9% 81.4% 35.3% 54.9% 35.8% 22.4% 21.7% 31.8%
Net income 27.8% 117.6% -16.4% 56.3% -22.3% -49.3% 21.1% 36.6% -19.6% -13.8% 62.4% 48.5% 78.7% 40.5% 48.6% 32.9% 25.7% 25.3% 31.8%
EPS 42.7% 42.2% -26.2% 36.5% -23.7% -49.6% 20.9% 36.8% -20.1% -13.2% 64.4% 48.9% 77.3% 40.9% 46.2% 30.8% 24.7% 24.3% 30.2%
% of Sales:
Promotions % of gross 15.7% 14.4% 15.7% 13.7% 14.0% 14.5% 14.0% 15.7% 14.0% 14.0% 14.4% 14.0% 15.7% 14.0% 14.0% 14.5%
Promotions % of net 14.4% 18.3% 22.9% 18.6% 16.9% 18.6% 15.9% 16.4% 17.0% 15.7% 18.6% 16.3% 16.3% 16.8% 16.3% 18.6% 16.3% 16.3% 16.9%
COGS 48.9% 55.3% 60.5% 67.2% 67.4% 70.7% 69.3% 69.3% 71.2% 70.1% 69.7% 67.2% 67.7% 69.3% 68.4% 68.8% 66.5% 67.2% 68.8% 58.0%
Gross margin 51.1% 59.0% 57.8% 32.8% 32.6% 29.3% 30.7% 30.7% 28.8% 29.9% 30.3% 32.8% 32.3% 30.7% 31.6% 31.2% 33.5% 32.8% 31.2% 32.2%
SG8A 40.1% 46.8% 37.2% 21.6% 19.5% 19.1% 21.2% 22.6% 22.4% 21.4% 22.4% 21.6% 22.3% 21.5% 21.9% 21.3% 20.5% 21.4% 20.8% 21.0%
EBITDA margin 121% 16.6% 16.7% 12.6% 14.9% 12.2% 11.2% 10.0% 8.7% 10.5% 10.1% 13.0% 1.7% 1.1% 11.6%) 11.9% 14.7% 13.2% 12.3%] 13.1%)]
Operating margin 9.6% 10.7% 18.8% 9.2% 11.3% 10.1% 9.5% 8.1% 6.4% 8.5% 8.0% 11.2% 10.0% 9.2% 9.7% 9.9% 13.0% 11.4% 10.4% 11.3%
Net margin 4.7% 4.3% 5.8% 3.8% 5.9% 5.2% 4.2% 4.9% 3.8% 4.2% 4.9% 6.9% 5.0% 4.7% 5.0% 5.0% 6.6% 5.9% 5.4% 5.8%
Tax rate 39.2% 45.2% 40.8% 39.6% 42.0% 38.0% 38.0% 37.6% 37.6% 37.8% 37.8% 37.8% 37.8% 37.8% 37.8% 37.8% 37.8% 37.8% 37.8% 37.8%
Notes:

(1) Company purchased Health Valley, Breadshop and Casbah from NNG in May of 1999. Accounted for as a puchase acquisition. Revenue contribution in ‘99 was $7 million. Revenue base estimated to be $75 mil.
(2) Company purchased Arrowhead Mills, Deboles, Terra Chips and Garden of Eatin' from Shansby in July of 98. A isit
(3) $9.1 million one-time charge in Q1-00 relates to write-offs of Celestial's

(4) Non-recurring costs associated with Celestial Seasonings merger
(5) $1.0 million charge in Q1-01 relates to merger costs

(6) Extraordinary cost in 1998 relates to pre-payment of debt

Q1

(7) Accounting change relates to a write-off of previously capitalized start-up costs

(8) Q2-02 EPS includes $0.06 of cost related to the transition to the new Terra Chip facility in Moonachie, NJ.

d for as p!
are adjusted to include $5,098 revenues from 30-count supplements.

base

to be $60 mil.

(9) Periods after FY-97 have been reclassified to reflect the adoption of EITF 00-14 and 00-25, relating to presentation of slotting fees and other trade promotions. The reclassification has no affect on net income.
(10) Q4-02 excludes the following non-recurring items:

(a) $12.9 million ($0.24 per share) related to divestiture of Health Valley manufacturing; approximately $7.6 million ($0.14 per share) related to the discontinuation of Celestial Seasonings' supplement business;

(b) Approximately $2.7 million ($0.05 per share) related to non

| of licensing

it

Watchers;

(c) Approximately $1.6 million ($0.03 per share) related to new business activities that have not yet provided a revenue benefit;

(d) Approximately $1.1 million ($0.02 per share) related to Wild Oats' distributor switch;
(e) Approximately $0.5 million ($0.01) for consulting fees and management reorganization expenses.

Source: Company reports and RBC CM estimates



