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Sensex & Stock Movement 

 

    CMP: 125        Expansion to Drive Growth                 

Company Update | Chemicals & Textiles | India Research 

Gujarat Heavy Chemicals Ltd.  
 

 

 In line with our 1st report of June 2014 where we gave an initial BUY call on 

GHCL stock at a price of Rs. 42, recently hit high of Rs. 151 and is currently 

trading around 125 (For our June 2014 report please visit our website 

http://www.nvsbrokerage.com/module/upload/38b4fe7136abb70e379c05b8ccc

896cb.pdf ). 
 

 GHCL is in the midst of growth and expansion of Soda Ash capacity by 1 lac 

MT with an estimated cost of Rs. 375 Crs  which is likely to go on stream by first 

quarter of FY2017. Similarly, the capacity in home textile segment is also under 

expansion with capital outlay of Rs. 125 Crs and is likely to go on stream by March 

next year. 
 

 GHCL has highest capacity utilization in Soda Ash industry of around 87% and 

even after considering the fact that in Q1FY16 the plant was inoperational for annual 

maintenance the management believes that the utilization will be much higher going 

forward. GHCL caters to reputed companies like HUL, P&G, Saint Gobain, LT, 

FENA, Gujarat Borosil Limited and many more. 
 

 Home Textile segment’s capacity utilization was at 83% up from 70% in FY15 and 

has huge product range of bed sheets, duvets, bed skirts, comforters and comforter 

shells, pillows, cushions etc. being supplied to its marquee clients like Bed Bath & 

Beyond, House of Fraser, Walmart Canada, Amazon, JCPenny etc.  
 

 GHCL posted robust Q2FY16 financial performance with revenues increasing 

by 11% to Rs. 657 Crs. (Rs. 592 Crs – Q2FY16), EBITDA jumped by 28% to Rs. 

150 Crs (Rs. 117 Crs), EBITDA margin at 23% (20%) and PAT increased by a 

whopping 67% to Rs. 51 Crs (Rs. 31 Crs) and PAT margins at 8% (5%). For 

H1FY16 GHCL posted revenues of Rs. 1,244 Crs (Rs. 1,153 Crs), EBITDA of Rs. 

302 Crs (Rs. 249 Crs) and PAT of Rs. 113 Crs (Rs. 91 Crs).  
 

 At the CMP of Rs. 125 the stock trades at a meager 5.3x, EPS of Rs. 23 on current 

year expected EPS and at 5x on FY17E EPS of Rs. 25. We believe that 

government initiatives like Housing for all, SMART Cities and increase in per 

capita income of Rural and Urban masses should offer tremendous 

opportunities in Glass and Detergent industries, thereby increasing demand for Soda 

Ash and this should auger well for GHCL in coming years.  

 

 We recommend investors to accumulate GHCL at current levels.   
 

 

Financials 

INR crs Q2FY16 Q2FY16 YoY (%) H1FY16 H1FY16 YoY (%) FY15 

Revenue 657 592 11% 1,244 1,153 8% 2,374 

EBITDA 150 117 28% 302 249 21% 537 

PAT 51 31 67% 113 91 23% 183 

EPS 5.1 3.1 
 

11.2 9.1 
 

18.3 

Share Capital 
     

100 

Reserves 
      

595 

 Source: Published Result, BSE                                                                                          12th December 2015 

http://www.nvsbrokerage.com/module/upload/38b4fe7136abb70e379c05b8ccc896cb.pdf
http://www.nvsbrokerage.com/module/upload/38b4fe7136abb70e379c05b8ccc896cb.pdf
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GHCL – Financial Performance 

Particulars FY12 FY13 FY14 FY15 FY16E FY17E FY18E 

Total Revenue 1,984 2,278 2,253 2,385 2,573 2,750 3,300 

EBITDA 377 474 466 537 612 665 831 

PBIT 271 392 385 452 522 544 699 

PBT 46 97 143 258 339 357 472 

PAT 47 71 108 183 237 250 330 

Cash Profit 153 153 189 267 327 371 462 

EBITDA Margins 19% 21% 21% 23% 24% 24% 25% 

PAT Margins 2% 3% 5% 8% 9% 9% 10% 

Equity Capital (FV- Rs. 10) 100 100 100 100 100 100 100 

Reserves 382 467 487 670 907 1,157 1,487 

Networth 482 567 587 770 1,007 1,257 1,587 

Debt 1,795 1,558 1,486 1,324 1,350 1,400 1,450 

EPS 5 7 11 18 24 25 33 

CEPS 15 15 19 27 33 37 46 

P/E 
   

7 5 5 4 

Book Value 48 57 59 77 101 126 159 

P/BV 
   

2 1 1 1 

ROE 10% 13% 18% 24% 24% 20% 21% 

ROCE 12% 18% 19% 22% 22% 20% 23% 

 

 GHCL has performed exceedingly well in the last five years with Total Income, EBITDA & PAT 

increasing at a CAGR of 11%, 15% and 18% respectively on the back of better utilization, 

continuous quality improvement and higher realization and we believe that GHCL will achieve total 

income of Rs. 3,300 Crs by FY18 with PAT margin of 10% at Rs. 330 Crs. New capacity expansion and 

economies of scale can result in much higher PAT margins. The company has been constantly rewarding its 

shareholders with a dividend of 20-22%. 

 

 GHCL is the only company having its own lignite mines which ensures cost advantage in utilities. 

GHCL with its expertise knowledge in the Soda Ash business over the years has innovatively replaced costly 

imported pet coke with in-house developed briquette coke which gives the company a competitive 

edge over competitors over pricing and margins. 

 

 GHCL’s P/BV is merely 1.5x with a 70% YoY increase in PAT in FY15. The company has performed 

excellently by reaching to a ROE of 24% (10% - FY12) and we believe the company will continue to grow on 

the same lines. At a CMP of Rs. 135 the stock trades at a meager 5.6x on current year expected EPS of 

Rs. 24.  

 

 GHCL has posted excellent results in Q2FY16 and based on management guidance, the revenues are 

expected to boost by ~Rs.170 - 180 Crs with Phase I expansion of soda ash manufacturing. The 

textile division revenues are expected in the range of Rs. 800 – 850 Crs (margin of 15-18%) 

without considering any capacity expansion. The Company is undervalued at a PE of over 5x on current 

year expected EPS, having a strong potential for appreciation and growth. 
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Top Institutional Shareholding Holding 

 

Sr. No. Institution 
% of Total No. of 

Shares 

1 Ares Diversified 4.9 

2 J P Financial Services Pvt Ltd 4.9 

3 Life Insurance Corporation of India 3.1 

4 Varanasi Commercial Ltd 3.1 

5 EOS Multi Strategy Fund Ltd 2.9 

6 United India Insurance Company Ltd 2.1 

7 Indianivesh Securities Pvt Ltd 1.7 

8 Ocean Dial Gateway To India Mauritius Limited 1.7 

9 NSCCL-CC 1.3 

10 Campbell Advertising Pvt.Ltd 1.1 

 Total 26.8 

 

Robust Financial Growth 
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Disclosures and Disclaimers: 

This report has been prepared and issued by NVS Wealth Managers Pvt. Ltd. "SEBI registered Investment Advisers". 

NVS Wealth Managers (NVS) is a subsidiary of NVS Brokerage Pvt. Ltd. (Stock Broking member of Bombay Stock Exchange, registered with SEBI). 

This report is prepared and distributed by NVS for information purposes only and neither the information contained herein nor any opinion 

expressed should be construed or deemed to be construed as solicitation or as offering advice for the purposes of the purchase or sale of any 

security, investment or derivatives. The information and opinions contained in the Report were considered by NVS to be valid when published. The 

report also contains information provided to NVS by third parties. The source of such information will usually be disclosed in the report. Whilst 

NVS has taken all reasonable steps to ensure that this information is correct, NVS does not offer any warranty as to the accuracy or completeness 

of such information. Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and NVS does not accept 

any liability as a result. Securities markets may be subject to rapid and unexpected price movements and past performance is not necessarily an 

indication to future performance. 

This report does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may 

receive this report. Investors must undertake independent analysis with their own legal, tax and financial advisors and reach their own conclusion 

regarding the appropriateness of investing in any securities or investment strategies discussed or recommended in this report and should understand 

that statements regarding future prospects may not be realized. In no circumstances it is to be used or considered as an offer to sell or a solicitation 

of any offer to buy or sell the Securities mentioned in it. The information contained in the research reports may have been taken from trade and 

statistical services and other sources, which we believe are reliable. NVS or any of its group/associate/affiliate companies do not guarantee that such 

information is accurate or complete and it should not be relied upon as such. 

Any opinions expressed reflect judgments at this date and are subject to change without notice. 

Important: These disclosures and disclaimers must be read in conjunction with the research report of which it forms part. Receipt and use of the 

research report is subject to all aspects of these disclosures and disclaimers. Additional information about the issuers and securities discussed in this 

research report is available on request. 

Certifications: The research analyst(s) who prepared this research report hereby certifies that the views expressed in this research report 

accurately reflect the research analyst’s personal views about all of the subject issuers and/or securities, that the analyst/research entity/associate 

have no known material conflict of interest, no financial interest and no part of the research analyst’s compensation was, is or will be, directly or 

indirectly, related to the specific views or recommendations contained in this research report. The research analyst has not served as an officer, 

director or employee of the subject company.  

Independence: NVS has not had an investment banking relationship with, and has not received any compensation for investment banking services 

from, the subject issuers in the past twelve (12) months, and NVS does not anticipate receiving or intend to seek compensation for investment 

banking services from the subject issuers in the next three (3) months. The analyst/ research entity or  its associates have not received any 

compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company in the 

past twelve months. The analyst/ research entity has not managed or co-managed public offering of securities for the subject company in the past 

twelve months.  

The analyst or its associates have not received any compensation or other benefits from the Subject Company or third party in connection with the 

research report. The subject company is not and was not a client during twelve months preceding the date of distribution of the research report. 

The analyst or NVS is not a market maker in the securities mentioned in this research report, although it or its affiliates may hold either long or 

short positions in such securities. NVS or the research analysts do not hold more than 1% of the shares of the company (ies) covered in this report 

at the end of the month immediately preceding the date of publication of the research report. However NVS, associate companies and their clients 

might be holding this stock in their personal capacities.  

Suitability and Risks: This research report is for informational purposes only and is not tailored to the specific investment objectives, financial 

situation or particular requirements of any individual recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for 

certain investors. Each investor must make its own determination as to the appropriateness of any securities referred to in this research report 

based upon the legal, tax and accounting considerations applicable to such investor and its own investment objectives or strategy, its financial 

situation and its investing experience. 

The value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by other financial, 

economic or political factors. Past performance is not necessarily indicative of future performance or results. 
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Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that NVS and the research analyst 

believe to be reliable, but neither NVS nor the research analyst represents or guarantees that the information contained herein is accurate or 

complete and it should not be relied upon as such. Opinions expressed herein are current opinions as of the date appearing on this material and are 

subject to change without notice. Furthermore, NVS is under no obligation to update or keep the information current. 

Copyright: The copyright in this research report belongs exclusively to NVS. All rights are reserved. Any unauthorized use or disclosure is 

prohibited. No reprinting or reproduction, in whole or in part, is permitted without NVS’s prior consent, except that a recipient may reprint it for 

internal circulation only and only if it is reprinted in its entirety. 

Caution: Risk of loss in trading can be substantial. You should carefully consider whether trading is appropriate for you in light of your experience, 

objectives, financial resources and other relevant circumstances. 

Method: We have not given a target price for the stock 

Rating Scale : This is a guide to the rating system used by our Research team. Our rating system comprises six rating categories, with a 

corresponding risk rating. 

Risk Rating 

Risk Description  Predictability of earnings/ Dividends; Price volatility  

Low risk  High predictability / low volatility  

Medium risk  Moderate predictability / volatility  

High risk  Low predictability / High volatility  

 

Total expected return matrix  

Rating  Low Risk  Medium Risk  High Risk  

Buy  Over 15% Over 20% Over 25% 

Accumulate  10% - 15% 15% - 20% 20% - 25% 

Hold   0% - 10%   0% - 15%   0% - 20% 

Sell  Negative returns Negative returns Negative returns 

Neutral  NA NA NA 

Not Rated  NA NA NA 

Please Note: Our recommendations are for a minimum period for one year.  

Corporate Office Address: 702, Embassy Centre, Nariman Point, Mumbai – 400 021   Tel.:+91 22 6631 5511/12,   

Fax: +91 22 61539134   Email: info@nvswealthmanagers.com    Website: www.nvswealthmanagers.com 
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