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Stable results, capacity addition to fuel next leg of growth; 
Upgrade to Buy with a revised target price of Rs 1,113 
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Grasim Industries came out with stable set of results in Q4FY19, ahead of our 

estimates. Standalone revenue for the quarter grew 16.1% YoY to Rs 5352 cr 

against our estimate of Rs 5124 cr. EBITDA for Q4FY19 came at Rs 899 cr 
(estimate Rs 932 cr) a growth of 5.6% YoY. EBITDA margin contracted 166bps 
YoY to 16.8% for the quarter against 18.4% in corresponding quarter last year. 

Adjusted PAT for the quarter stood at Rs 536 cr in line with  our estimate of Rs 

540 cr, a de-growth of 9.4% YoY. We remain positive on Grasim Industries from 

longer term perspective, and upgrade our rating from Accumulate to Buy with 

a revised Target Price of Rs 1,113. 
 

Q4FY19 and FY19 Operational Highlights 

 Grasim has achieved Caustic Soda sales of 1mt mark in FY19, a first in the 

country by any company. The company also acquired under-construction 

Chlor-Alkali plant on east coast (AP) in close proximity of its Caustic Soda 

consumption hub  which has potential capacity of around 365 ktpa.   
  

 The company also reported record sales volume of VSF at 541 KT in FY19 

led by volume growth of 17% YoY in domestic market.  
 

 Grasim has been focussing on its specialty chemical business and ramping 

up its capacity. Its third generation Specialty fibre-line of 16KTPA based on 

in-house green technology was commissioned at Kharach in May-2019. 
 

 Grasim has launched LIVAeco and LIVAhome brands for VSF business. 
 

Conference Call Takeaways 
 

 20-22% domestic growth sustainable due to Liva efforts. 

 Focusing on transition from cotton to viscose and polyester to viscose. 

Globally also due to high cotton prices the above shifting is taking place. 

 New VSF capacity of 219 ktpa will come on stream by FY21 (Sept, 2020). 

 In VSF, currently specialty is around 30%, post capacity expansion, share of 

Specialty Fibre will be enhanced to ~40-50% of the overall portfolio. 

 The total capex plan of Rs 6,159 cr (at standalone level) is under execution 

for raising capacities in both the VSF and Chemical businesses, apart from 

maintenance capex at various plants. This capital expenditure will be 

incurred over FY20-FY21 and will be majorly funded by internal accruals. 

 

Valuations 

We have valued the standalone business of Grasim at EV/EBITDA of 6x to its 

FY21E estimate and have ascribed 50% holding co discount for its subsidiaries 

and arrived at a fair value of Rs 1,113 per share (our base case scenario). We 

have upgraded our rating from Accumulate to Buy, with a revised target price of 

Rs 1,113, which yields 22% upside from CMP of Rs 910.  

 
 

 

Financial Performance 
YE March 
(Rs Cr) 

Net Sales EBITDA Adj. PAT 
Adj. EPS 

(Rs) 
EBITDA 

Margin % 
RoE (%) EV/EBITDA (x) 

FY18 15,788 3,080 1,769 26.9 19.5 3.9 20.4 

FY19 20,550 4,071 2,883 43.8 19.8 6.9 15.4 

FY20E 21,330 4,228 2,733 41.6 19.8 6.2 14.6 

FY21E 23,126 4,627 2,982 45.4 20.0 6.4 13.3 

Source: Company, Arihant Research 
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  Q4FY19 and FY19 Financial Performance 

 
 

Viscose Business – Capacity Expansion to provide next leg of growth 

 The Viscose business (VSF+VFY) reported quarterly sales volume of 150KT. The share of domestic sales 

volume in the overall sales volume improved to 86% (Q4FY19) from 83% (Q4FY18).  

 Total viscose capacity is around 612KT out of which VSF (viscose staple yarn) capacity is 566 KT which is 

running at 95.6% utilization and Grasim will increase capacity in the VSF to 788 KT by FY21 (Sept. 2020).  

 Grasim has commissioned its Value Added Specialty fibre-line of 16KTPA based on in-house technology at 

Kharach in May-2019 in a record timing ahead of scheduled timelines. 

 Overall EBITDA margin was maintained on the back of better efficiencies and higher volumes despite steep 

input cost (pulp) and significant drop in global VSF prices. 

 

Viscose (VSF & VFY) Q4FY18 Q1FY19 Q2FY19 Q3FY19 Q4FY19 FY19 FY20E FY21E 

Capacity Annual 544 592 592 593 612 *612 612 788 

Sales volume (KT) 133 143 149 145 150 587 606 630 

Revenue in Cr 2232 2480 2606 2617 2625 10325 10603 11347 

Realization in Cr/KT 16.8 17.3 17.4 18.0 17.5 17.6 17.5 18 

EBITDA in Cr 401 586 576 477 413 2052 2068 2269 

EBITDA Margin 18.0% 23.6% 22.1% 18.2% 15.7% 19.9% 19.5% 20% 

                                                                      * includes newly added capacity of 16ktpa at Kharach to be commissioned w.e.f. May 2019 

 
 

 We are expecting margin and realization to remain stable going forward. Grasim’s total Viscose capacity 

will increase to 788KT by FY21E and we expect the company to clock a sales volume of 630KT in FY21E, 

which will generate revenue of Rs 11,347 cr in FY21E, with an expected EBITDA of Rs 2,269 cr.  
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Caustic Soda – Demand from user segment will support the prices 

 Caustic soda prices in Asia recovered during the quarter due to supply limitation and rising demand. 

Caustic prices in India may soften in the near term with increase in imports. 

 Chlor-Alkali prices in India remained firm during the quarter. Demand growth for Chlorine is expected to 

exceed the Caustic demand growth in India. 
  

Total Chemical unit capacity is currently at 1147KT which is running at 86.7% utilization and Grasim will increase 

capacity to 1457KT by FY21E.  

 

Chemicals Q4FY18 Q1FY19 Q2FY19 Q3FY19 Q4FY19 FY19 FY20E FY21E 

Capacity(KT) 938 1140 1140 1140 1147 1147 1147 1457 

Sales volume (KT) 215 235 258 250 261 995 1032 1093 

Revenue in Cr 1439 1579 1612 1559 1688 6436 6710 7321 

Realization in Cr/KT 6.7 6.7 6.2 6.2 6.5 6.5 6.5 6.7 

EBITDA 412 495 456 441 434 1827 1879 2087 

EBITDA Margin 28.6% 31.3% 28.3% 28.3% 25.7% 28.4% 28.0% 28.5% 

 

We are expecting realization to remain in same range and expecting an EBITDA of Rs 2,087 cr in FY21E. 

 
Valuation and View  

Best case Scenario  

Combined standalone estimated EBITDA for FY21E is Rs.4,627 cr and if we value standalone business at EV /EBITDA 

Multiple of 8x then we arrive at EV of 37,013 cr. On standalone basis debt is Rs 3,268 cr. By subtracting debt and 

adding cash from the EV, we arrive at market cap of 35,522 cr for standalone business (A). 

 

Base Case Scenario 

Combined standalone estimated EBITDA is Rs.4,627 cr and if we value standalone business at EV /EBITDA Multiple 

of 6x then we arrive at EV of 27,760 cr, on standalone basis debt is 3,268 cr. By subtracting debt and adding cash 

from the EV, we arrive at market cap of 25,775 cr for standalone business (B). 

 

Holdings Holding Value Discount 50% 
1 Grasim holds 60.21% in Ultratech Cement 79315 39,657 

2 Grasim Hold 56% in Aditya Birla Capital 12026 6,013 

3 Grasim hold 3.92% in Hindalco and 11.3% in Aditya Birla Fashion  3491 1,746 

 

Estimated market cap (Best case) 

Combined market cap (A+1+2+3) with 50% holding co. discount 82,938 cr 

No. of shares            65.8 cr  

Target Price Rs 1,261 

 

Estimated market cap (Base case) 

Combined market cap (B+1+2+3) with 50% holding co. discount 73,191 cr 

No. of shares            65.8 cr 

Target price Rs 1,113 
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Standalone Financials 
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Stock Rating Scale 

 Absolute Return 
BUY  >20% 
ACCUMULATE 12% to 20% 
HOLD  
NEUTRAL 

5% to 12% 
-5% to 5% 

REDUCE <-5% 
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