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Morning Insight 

Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been prepared by the Private Client Group. The views and 
opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, target price of the Institutional Equities Research Group of Kotak Securities 
Limited. 

  

News Highlights 
 RBI announces Rs 100 bn OMO: Continuing with its commitment to 

provide adequate liquidity, the Reserve Bank on Tuesday announced 
a Rs 100 bn bond buyback on Thursday. The central bank had earlier 
committed to purchase government securities under its open 
market operations for an aggregate Rs 500 bn in January and has 
so far done Rs 300 bn. The latest OMO to be conducted Thursday 
has been decided "based on an assessment of prevailing liquidity 
conditions and also of the durable liquidity needs going forward," the 
Reserve Bank said. (ET) 

 China has imposed anti-dumping duties on ortho dichlorobenzene 
(ODCB) imported from India and Japan which will come into effect 
from on Wednesday. The domestic industry has been subject to 
substantial damages due to the dumping of these products, the 
Chinese Commerce ministry said on Tuesday in a final ruling after 
anti-dumping investigations into the imports. (MC) 

 Competition Commission of India’s gave nod to Reliance Industries 
for acquisition of stake in Den Networks and Hathway. (ET) 

 Infosys’ arm Edge Verve Systems launched an automation tool for 
enterprises. (BSE) 

 Cyient to increase its stake in its arm ‘Cyient DLM’ from 74 percent 
to 100 percent for a consideration of Rs 425 mn (BSE).  

 VA Tech Wabag secured desalinisation order worth Rs 4.67 bn from 
Mangalore Refinery and Petrochem towards construction of a 30 
MLD Sea Water Desalination plant expandable up to 70 MLD in 
Karnataka.(BQ) 

 IRB Infra Developers arm’s HAM project received appointed date 
from NHAI for Vadodara-Mumbai Expressway, with cash outlay of 
Rs 2043 crore.(BQ) 

 Maharashtra Seamless said it will acquire 100 percent stake in 
United Seamless Tabulaar for Rs 4.77 bn. For this arrangement the 
company had received NCLT nod on Jan. 21. (BSE) 

 Walchandnagar Industries entered into an agreement with ISRO to 
manufacture component for the Polar Satellite Launch Vehicle 
Program for Rs 960 mn ( with an escalation clause) for the next three 
years.(Mint) 

 Godwari Power and Ispat, on the scheme of amalgamation of 
company with Jagdamba Power & Alloys, the latter’s shareholders 
disapproved the scheme as the exchange ratio was arrived at Rs 508 
per share citing price fall of the share prices thereby making the 
transaction unviable. (BL) 

What’s Inside 
 Result Update: GHCL 

Source: ET = Economic Times, BS = Business Standard, FE = Financial Express, IE = Indian 
Express, BL = Business Line, BQ = BloombergQuint, ToI: Times of India, BSE = Bombay 
Stock Exchange, MC = Moneycontrol 

 

 
22-Jan 1 Day 1 Mth 3 Mths

Indian Indices 
SENSEX Index 36,445 (0.4)      2.0        6.8           
NIFTY Index 10,923 (0.4)      1.6        6.6           
NSEBANK Index 27,482 (0.2)      2.3        9.6           
NIFTY 500 Index 9,131 (0.3)      0.5        6.5           
CNXMcap Index 17,359 (0.1)      (2.0)      6.4           
BSESMCAP Index 14,332 (0.5)      (2.1)      3.8           
World Indices
Dow Jones 24,404 (1.2)      8.7        (3.1)         
Nasdaq 7,020 (1.9)      10.9     (5.6)         
FTSE 6,901 (1.0)      2.7        (0.8)         
NIKKEI 20,623 (0.5)      2.3        (6.3)         
Hangseng 20,623 (0.5)      2.3        (6.3)         
Shanghai 27,005 (0.7)      5.3        7.0           

Value traded (Rs cr)
Cash BSE 28.7        
Cash NSE 7.9           
Derivatives 1.5           

Net inflows (Rs cr) 21-Jan MTD YTD

FII 850 (3,062) (3,062)
Mutual Fund 486 5,368 5,368

Nifty Gainers & Losers Price Chg Vol
22-Jan (Rs) (%) (mn)

Gainers
Sun Pharma 419      5.2        38.3        
Wipro 347      2.6        6.7           
Titan Co Ltd 983       2.1        2.8           
Losers
Vedanta Ltd 192        (3.5)      9.9           
Tata Steel 457      (3.2)      9.0           
M&M 709      (3.0)      5.1           

Advances / Declines (BSE)
22-Jan A B T Total  % total

Advances 174   272         33         479      100         
Declines 250   745         66         1,061   222         
Unchanged 6        25            10         41         9              

Commodity
22-Jan 1 Day 1 Mth 3 Mths

Crude (US$/BBL) 61.6        0.1        14.4     (19.5)       
Gold   (US$/OZ) 1,285.3   0.7        2.3        4.4           
Silver  (US$/OZ) 15.3        0.5        5.1        4.3           

Debt / forex market 22-Jan 1 Day 1 Mth 3 Mths

10 yr G-Sec yield % 7.3           7.3        7.3        7.9           
Re/US$ 71.4        71.3     70.1     73.6        

Nifty

Source: Bloomberg
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GHCL 
PRICE RS.257 TARGET RS.270 ACCUMULATE 
GHCL’s Q3FY19 numbers were above our estimates in all parameters. Soda 
Ash segment continued with its strong performance, supported by higher 
realisation. This, coupled with, improvement in home textile segment due to 
changes in customer mix and higher spread in spinning business, resulted 
in outperformance. 

Key Highlights  

 The Inorganic chemical segment (excluding trading sales) reported 35.7% 
EBITDA margin vs 21.5% in 2QFY19 and 33.9% in 3QFY18. The sequential 
jump in operating performance was driven by Rs638/tonne sequential 
improvement in realisation.  

 Textile segment continued with the sequential improvement in operating 
performance for the second consecutive quarter, backed by change in 
customer mix, higher spreads in spinning supported by better pricing and 
favorable dollar rate. EBITDA margin expanded marginally from 10.1% in 
2QFY19 to 10.5% in 3QFY19.  

 Domestic soda ash market to witness higher supply to the tune of 3-4LT in 
FY20E from RSPL, GHCL and Nirma, which can weigh on soda ash prices. 
RSPL has already started commercial production of its 5LT.  

Valuation & outlook 
GHCL is confident about the prospects for the Soda Ash segment, underpinned 
by healthy demand from India, which is likely to sustain over the next year. We 
expect soda ash business to deliver strong performance going ahead, backed 
by 1.25LT brownfield expansion. However, benefit of the same might get partly 
offset by subdued realisation due to incremental supply. The recovery in textile 
business is expected over the medium to long term, shall support the earnings. 
At CMP, the stock is trading at 7.1x/6.2x FY19E/FY20E earnings. Due to limited 
upside we recommend ACCUMULATE (earlier Buy), with an unchanged target 
price of Rs270, valuing it at 6.5x FY20E earnings. 

Quarterly performance table 

 (Rs mn) 3QFY19 3QFY18  YoY (%) 2QFY19 QoQ (%) 

Sales 8,699  7,179  21.2  8,354  4.1  
Cost of Material consumed 3,751  3,149   3,595   
Utility Cost 1,347  1,029   1,242   
Man Power Cost 529  437   520   
Other Operating Expenses 1,016  1,181   1,245   
EBITDA  2,056  1,382  48.8  1,752  17.3  
EBITDA % 23.6  19.2   21.0   
Depreciation 289  254   289   
EBIT 1,767  1,128   1,463   
Interest 272  281   344   
Other Income 46  203   35   
Profit before Tax 1,542  1,050   1,155   
Tax 517  338   371   
Profit After Tax 1,025  712  44.0  784  30.7  
PAT (%) 11.8  9.9   9.4    

Source: Company, Kotak Securities – Private Client Research 

Result Update 

Stock Details   
Market cap (Rs mn)  : 25149 
52-wk Hi/Lo (Rs) : 358 / 189 
Face Value (Rs) : 10 
3M Avg. daily vol (Nos) : 147,090 
Shares o/s (mn)  : 98 

Source: Bloomberg   

Financial Summary 
Y/E Mar (Rs mn) FY18 FY19E FY20E  

Revenue 29,432 33,244 36,507 
Growth (%) 471.9 1295.3 981.5 
EBITDA 6,061 7,040 7,772 
EBITDA margin (%) 20.6  21.2  21.3  

PAT 3,564 3,513 4,025 
EPS 36.6 36.3 41.6 
EPS Growth (%) (6.2) (1.4) 14.6  

BV (Rs/share) 165 196 232 
Dividend/share (Rs)  5.0   5.0   5.0  
ROE (%) 22.1 18.5 17.9 
ROCE (%) 17.0 17.7 17.8 

P/E (x) 7.0 7.1 6.2 
EV/EBITDA (x) 6.3 5.4 4.8 
P/BV (x) 1.6 1.3 1.1 

Source: Company, Kotak Securities - PCG 

Shareholding Pattern (%)   
(%) Dec-18 Jun-18 Mar-18 

Promoters 18.9 18.9 19.0 
FII 16.3 16.4 13.9 
DII 15.3 14.9 11.5 
Others 49.2 48.8 55.7  

Source: Bloomberg, BSE    

Price Performance (%)   
(%) 1M 3M 6M 

GHCL Ltd  5.3   26.7   7.7  
Nifty  1.6   6.6   (0.8) 

Source: Bloomberg    

Price chart (Rs) 

 
Source: Bloomberg 
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Higher realisation supported soda ash margin expansion 
Soda Ash business margin during the quarter (excluding trading sales) 
improved to 35.7%, supported by higher realisation and improvement in an 
operating efficiency, which offset the impact of rise in input costs. Trading sales 
during the quarter was Rs530 mn. The realisation during the quarter was higher, 
as the company had taken the price hike of Rs775/tonne in the month of Oct’18. 
Realisation during the quarter was up ~4% QoQ. Sales volume during the quarter 
stood at 2.3LT. Both these factors led to 18% jump in EBITDA to Rs1.76 bn, with 
an EBITDA margin of 31.9% (including trading sales). The soda ash volume likely 
to be higher in Q4FY19, supported by ~20kt of inventory liquidation and 
incremental volume from 1.25LT brownfield expansion from 3QFY19 onwards 
and ~20kt of inventory liquidation.  

Volume trend Soda ash segment operating performance 

 
Source: Company, Kotak Securities – Private Client Research Source: Company, Kotak Securities – Private Client Research  

 

Higher supply might weigh on soda ash prices 
Management stated that close to 3-4LT of incremental supply from RSPL, GHCL 
and Nirma likely to hit the market in FY20E, which might weigh on soda ash 
prices in the domestic market. RSPL has already started commercial production 
of its 5LT soda ash facility. The Industry likely to focus on the export market 
(current export volume stands at 1LT annually) in the coming year to supply 
excess volume overseas or substitute imports in the domestic market, which is 
in the range of 9-9.5LT annually. In both the cases, the possibility of earnings 
current margin of ~30% seems difficult due to lower prices or transportation 
cost, we opine. However, management indicated that, despite the incremental 
supply, the company would continue to report ~30% EBITDA margin. 

Textile segment performance improved sequentially 
Revenue from the textile segment grew 6.3% QoQ to Rs3.24 bn, supported by 
the higher volume and better pricing. Pricing during the quarter was also 
supported by favorable dollar rate, EBITDA margin improved sequentially by 
40bps to 10.5%. Going ahead, we believe that, an improvement in product mix 
and higher capacity utilisation, textile segment EBITDA margin is expected to 
remain in the range of 9-10%. We expect spinning segment to witness margin 
compression due to lower spreads between cotton and yarn, but the same can 
be beneficial for home textile segment. 
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Textile segment EBITDA Margin (%) trend 

 
Source: Company, Kotak Securities – Private Client Research 

Capacity addition to spur growth 
GHCL is one of the leading producers of soda ash in India, with an installed 
capacity of 980,000 tonnes of Soda Ash, operating at 97% capacity utilisation 
(highest in the industry), with a market share of ~25% of annual domestic 
requirements. Driven by the backward integration, the company enjoys a higher 
EBITDA margin in the range of over 30%. The company has undertaken another 
brownfield (phase III) capex of Rs3bn, to increase capacity by 1.25 lakh tonnes 
by end of FY20E and the benefit for the same would accrue from FY21 onwards. 
From the long term perspective, the company is also setting up a Greenfield 
project of 5LT.  

Capacity addition to support volume growth 

 
Source: Company, Kotak Securities – Private Client Research 

 

Company Background 
GHCL is one of the leading manufacturers of soda ash with 25% domestic 
market share. There are two main business verticals, i.e., Inorganic Chemicals 
and Textiles. Inorganic chemicals mainly produce Soda Ash which caters to 
detergent & glass industries whereas Textile vertical is well integrated and 
covers right from spinning of fiber, weaving, dyeing and printing till the finished 
products for exports. The company exports its product mix portfolio to US, 
Europe, Australia, etc. GHCL has one Soda Ash plant in Gujarat and one salt 
refinery in Tamil Nadu. It has three textile manufacturing plants- two in Tamil 
Nadu and one in Gujarat.  
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Financials: Consolidated 

 
  

Profit and Loss Statement (Rs mn)    
(Year-end Mar) FY17 FY18 FY19E FY20E 

Net Sales 28,105  29,432  33,244  36,507  
% Growth 11.1  4.7  13.0  9.8  
Raw Materials 11,387  12,756  14,403  15,337  
% of Net Sales 40.5  43.3  43.3  42.0  
Employee Cost 1,585  1,767  1,995  2,190  
% of Net Sales 5.6  6.0  6.0  6.0  
Power & Fuel 3,065  3,903  4,155  4,746  
% of Net Sales 10.9  13.3  12.5  13.0  
Other Expenses 4,993  4,945  5,651  6,462  
% of Net Sales 17.8  16.8  17.0  17.7  
EBITDA  7,075  6,061  7,040  7,772  
EBITDA Margin (%) 25.2  20.6  21.2  21.3  
Depreciation 857  1,101  1,011  1,054  
EBIT  6,218  4,960  6,029  6,718  
Interest Exps. 1,368  1,266  1,225  1,266  
EBT  4,851  3,695  4,804  5,453  
Exceptional Items (30) 0  0  0  
Other Income 133  379  130  169  
PBT  4,953  4,074  4,934  5,622  
Tax-Total  1,152  511  1,421  1,597  
Profit after tax  3,801  3,564  3,513  4,025  
PAT Margin (%) 13.5  12.1  10.6  11.0 
Source: Company, Kotak Securities – Private Client Research 
    

Cash flow Statement (Rs mn)    
(Year-end Mar) FY17 FY18 FY19E FY20E 

Net profit before tax 4,953  4,074  4,934  5,622  
Depreciation 857  1,101  1,011  1,054  
Interest 1,368  1,266  1,225  1,266  
Others 1,205  (451) 0  0  
Opt Profit  before WC Changs 8,382  5,990  7,170  7,941  
WC Changes (2,417) 416  (338) (465) 
Cash Gene from Op. 5,965  6,406  6,831  7,476  
Direct Taxes Paid 1,152  511  1,421  1,597  
Cash from Ope act 4,813  5,895  5,410  5,880  
Purchases of F.A (3,761) (2,779) (3,618) (3,435) 
Investment 2  (15) (100) (100) 
Others 11  0  0  0  
Cash from Inv Act (3,748) (2,794) (3,718) (3,535) 
Proc from Issue of Eq Shares  (144) (21) (6) 0  
Net loans 1,216  (1,233) 210  0  
Interest paid (1,368) (1,266) (1,225) (1,266) 
Dividend paid & Others (833) (676) (642) (532) 
Cash from Fin Act (1,130) (3,195) (1,662) (1,797) 
Net Increase in Cash (65) (93) 30  547  
Cash at Beginning 426  361  268  299  
Cash at End 361  268  299  846 
Source: Company, Kotak Securities – Private Client Research 
 
    
 

Balance sheet (Rs mn)     
(Year-end Mar) FY17 FY18 FY19E FY20E 

Equity Capital  995  974  969  969  
Reserves and Surplus 12,471  15,135  18,049  21,507  
Shareholders’ Funds 13,466  16,109  19,017  22,476  
Total Loan Funds 14,633  13,400  13,610  13,610  
Deferred Tax Liab. 2,360  1,950  2,104  2,504  
Total Liabilities 30,459  31,459  34,732  38,590  
     
Gross Block 25,473  27,332  28,882  31,932  
Accumulated Depn. 1,377  2,315  3,325  4,379  
Net Fixed Assets 24,096  25,017  25,556  27,553  
Capital WIP 260  735  3,000  3,750  
Other Investments  88  103  203  303  
Inventories 5,843  6,367  7,195  7,901  
Sundry Debtors 2,762  2,287  2,732  3,001  
Cash and Bank Bal 361  268  299  846  
Loans and Advances 1,371  1,151  1,151  1,151  
Total Current Assets 10,338  10,073  11,378  12,899  
 
Current Liabilities 4,578  4,822  5,758  6,268  
Net Current Assets 5,760  5,251  5,619  6,631  
Other Non.Curr Ass/DTA 254  353  353  353  
Total assets 30,459  31,459  34,732  38,590 
Source: Company, Kotak Securities – Private Client Research 
    

Ratio Analysis    
(Year-end Mar) FY17 FY18 FY19E FY20E 

Per Share (Rs)     
EPS  38.2  36.6  36.3  41.6  
Cash EPS  46.8  47.9  46.7  52.4  
Book value 135.4  165.4  196.3  232.0  
Valuation (x)     
P/E 6.7  7.0  7.1  6.2  
Price/Book value 1.9  1.6  1.3  1.1  
EV/EBITDA 5.6  6.3  5.4  4.8  
EV/Sales 1.4  1.3  1.1  1.0  
Turnover Days     
Inventory 76  79  79  79  
Receivables 36  28  30  30  
Creditors 57  57  57  57  
Profit ratios (%)     
RoE 28.2  22.1  18.5  17.9  
RoCE  20.8  17.0  17.7  17.8  
Margin (%)     
EBITDA  25.2  20.6  21.2  21.3  
EBIT 22.1  16.9  18.1  18.4  
PAT 13.5  12.1  10.6  11.0  
Debt/ Equity  1.1  0.8  0.7  0.6 
Source: Company, Kotak Securities – Private Client Research 
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RATING SCALE 

Definitions of ratings 

BUY  – We expect the stock to deliver more than 12% returns over the next 12 months 
ACCUMULATE – We expect the stock to deliver 5% - 12% returns over the next 12 months 
REDUCE – We expect the stock to deliver 0% - 5% returns over the next 12 months 
SELL – We expect the stock to deliver negative returns over the next 12 months 

NR – Not Rated. Kotak Securities is not assigning any rating or price target to the stock. The 
  report has been prepared for information purposes only.  

SUBSCRIBE  – We advise investor to subscribe to the IPO. 

RS – Rating Suspended. Kotak Securities has suspended the investment rating and price target 
  for this stock, either because there is not a Sufficient fundamental basis for determining, 
  or there are legal, regulatory or policy constraints around publishing, an investment rating 
  or target. The previous investment rating and price target, if any, are no longer in effect for 
  this stock and should not be relied upon. 
NA – Not Available or Not Applicable. The information is not available for display or is not 
  applicable 

NM – Not Meaningful. The information is not meaningful and is therefore excluded. 

NOTE – Our target prices are with a 12-month perspective. Returns stated in the rating scale are 
  our internal benchmark. 
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Disclosure/Disclaimer 
Kotak Securities Limited established in 1994, is a subsidiary of Kotak Mahindra Bank Limited. Kotak Securities is one of India's largest brokerage and distribution house.  
Kotak Securities Limited is a corporate trading and clearing member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), Metropolitan Stock Exchange of 
India Limited (MSE), National Commodity and Derivatives Exchange (NCDEX) and Multi Commodity Exchange (MCX). Our businesses include stock broking, services rendered in connection with 
distribution of primary market issues and financial products like mutual funds and fixed deposits, depository services and Portfolio Management.  
Kotak Securities Limited is also a depository participant with National Securities Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL). Kotak Securities Limited is 
also registered with Insurance Regulatory and Development Authority as Corporate Agent for Kotak Mahindra Old Mutual Life Insurance Limited and is also a Mutual Fund Advisor registered with 
Association of Mutual Funds in India (AMFI). We are registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014. 
We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years. However SEBI, Exchanges 
and Depositories have conducted the routine inspection and based on their observations have issued advise/warning/deficiency letters/ or levied minor penalty on KSL for certain operational 
deviations. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has our certificate of registration been cancelled by SEBI at any point of 
time.  
We offer our research services to clients as well as our prospects. 
This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose 
possession this document may come are required to observe these restrictions. 
This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed as an offer to sell or the solicitation 
of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Kotak Securities Ltd. It does not constitute a 
personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. 
We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness cannot be guaranteed. Neither Kotak 
Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The recipients of this material should rely on their own investigations and take 
their own professional advice. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. Certain transactions -
including those involving futures, options and other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical 
analysis centers on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a 
company's fundamentals. 
Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there 
may be regulatory, compliance or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may 
be subject to change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. 
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