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Sector Chemicals 

Market Cap (Rs cr) 178 

Beta 1.3 

52 WK High / Low 128/49 

Avg Daily Volume 112695 

Face Value (Rs) 10 

BSE Sensex 18,092 

Nifty 5,281 

BSE Code 532764 

NSE Code GWALCHEM 

Reuters Code GWCH.BO 

Bloomberg Code GCIL IN 

Shareholding Pattern (%) 

Promoters 60.0  

MF/Banks/Indian FIs 11.0  

FII/ NRIs/ OCBs 0.1  

Indian Public 28.9  
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Performance Highlights 

 Stellar performance: Gwalior Chemical Industries (GCIL) posted a stellar 
performance for 3QFY2008 reporting a 56% and 41% yoy jump in Net Sales 
and Profits, respectively. A commendable performance clocked by GCIL 
amidst high raw material prices (Toluene – derived from crude oil) and Rupee 
appreciation, which impacted its Exports. New capacity additions during the 
quarter fuelled the company’s growth, which was entirely volume driven. 
During 3QFY20008, Exports were up 55% yoy to Rs33cr and accounted for 
over 41% of GCIL’s overall Sales.  

 Operating Margins slip by 60bp: High raw material prices impacted GCIL’s 
Operating Margins, which slipped by 60bp to 18.3% (18.9%). Exports also 
took a hit due to Rupee appreciation. But, higher volumes made up for the 
adverse impact of Rupee appreciation. Staff costs and manufacturing 
expenses increased 21% and 25% yoy respectively, which were in line. Other 
expenditure increased significantly by 54% yoy to Rs9cr (Rs6cr) on the back 
of higher selling and admin expenses on Exports. Nevertheless, Operating 
Profit increased 51% yoy to Rs15cr (Rs9.7cr). 

 High Depreciation, Interest costs restrict Net Profit growth to 41%: Due 
to addition of newer assets during the quarter, Depreciation went up by 35% 
yoy to Rs2.4cr (Rs1.8cr). Foreign currency borrowings, which were utilised for 
the company’s ongoing expansion programme, resulted in Interest costs 
increasing by a whopping 153% yoy to Rs2.2cr (Rs0.9cr). Other Income 
declined 41% yoy to Rs0.4cr (Rs0.7cr). Hence, Net Profits increased only 
41% yoy to Rs6.7cr (Rs4.7cr).  

 

Key Financials 
 Y/E March (Rs cr)  FY2007 FY2008E FY2009E FY2010E 
Net Sales 205.4 290.1  365.1 450.7 
% chg 20.4 41.3  25.8 23.4 
Net Profit 18.7 24.5  37.4 48.1 
% chg 20.1 30.6  52.9 28.7 
EPS (Rs) 7.6 9.9  15.2 19.5 
EBITDA Margin (%) 18.8 18.9  19.2 19.8 
P/E (x) 9.5 7.3  4.8 3.7 
P/CEPS (x) 6.9 5.3  3.6 2.9 
RoE (%) 12.2 14.0  18.0 19.2 
RoCE (%) 10.4 13.4  14.8 16.4 

P/BV (x) 1.2 1.0  0.9 0.7 

EV/ Sales (x) 1.2 0.8  0.7 0.5 

EV/ EBITDA (x) 6.6 4.5  3.7 2.7 
 

 

Source: Company, Angel Research, FY2009E - Factored in Rs3cr Other Income from redemption of 
Mutual Fund units 
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Other highlights: GCIL introduced Cinnamic Aldehyde from its Flavors and Fragrance Division 
during 3QFY2008. Currently at a nascent stage, this product is expected to start contributing 
1QFY2009 onwards. Work on other products is on track and the company is confident of 
introducing over 8-10 products in FY2009. The expanded capacity was partially utilised during 
3QFY2008. The company expects to complete the entire capacity expansion and commission the 
same by end of March 2008. Hence, capacity utilisation is expected to improve in Q4FY2008. The 
company had invested surplus funds in Mutual Funds, which stood appreciated by over Rs3cr by 
the end of 3QFY2008. The same will be accounted after redemption. Sequentially, OPMs slight 
dipped on account of higher raw material prices. However, over the long term we are positive over 
the sustainability of Margins.  
 
Exhibit 2: Operating Margin Performance 
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Source: Company, Angel Research 
 
Outlook and Valuation 
 
We expect GCIL to benefit from the expanded capacity, which is will be fully commissioned very 
soon. Further, demand for the company’s products continues to be robust both in the domestic and 
international markets. However, there is a slight concern over the Rupee exchange rate. 
Nevertheless, the company is adopting measures to keep its Margins intact through hedging, 
booking short-term contracts, etc. We remain positive over the long-term growth prospects of the 
company and have introduced FY2010 estimates as well. The stock is currently available at 3.7x 
FY2010E EPS of Rs19.5. We maintain a Buy on the stock, with a revised Target Price of 
Rs107 (Rs93).  
 
Exhibit 3: 3QFY2008 Performance 
Y/E March (Rs cr)  3QFY2008 3QFY2007 % chg 9MFY2008 9MFY2007 % chg 
 Net Sales           79.7          51.2 55.5        209.1        147.5 41.7 
 COGS            42.8           25.1 70.6         108.5           74.0 46.7 
 Total Operating Expenditure            65.1           41.5 56.7         169.3         118.2 43.3 
 EBITDA           14.6            9.7 50.5          39.8          29.3 35.6 
 EBITDA Margin (%)  18.3 18.9  19.0  19.9   
 Other Income  0.4 0.7 (40.9) (0.2) 1.1 (117.0) 
 Depreciation  2.4 1.8 34.7  6.5  5.2 24.9 
 Interest  2.2 0.9 152.6  6.4  4.4 47.1 
 PBT  10.5 7.8 34.7  26.7  20.9 27.5 
 PBT Margin (%)  13.2 15.2  12.8  14.2   
 Total Tax  3.8 3.0 24.1  9.1  7.1 27.8 
 % of PBT  36.0 39.1  34.0  33.9   
 FBT  0.0 0.0  0.1  0.0 500.0 
 PAT  6.7 4.7 40.8  17.5  13.8 27.0 
 Exceptional items  0.0 0.0  0.0  0.0   
 Adj. PAT  6.7 4.7 40.8  17.5  13.8 27.0 
 PAT Margin (%)  8.3 9.1   8.4  9.3   

Source: Company, Angel Research 
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DISCLAIMER: 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.   
Opinion expressed is our current opinion 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. 
The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources 
believed to be true and are for general guidance only. While every effort is made to ensure the accuracy and completeness of 
information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one 
can use the information as the basis for any claim, demand or cause of action. 
Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document 
should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of 
companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the 
merits and risks of such an investment. 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 - futures, options and other derivatives as well as non-investment 
grade securities - involve substantial risks 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. 
We do not undertake to advise you as to any change of our views expressed in this document. While we would endeavor to update the 
information herein on a reasonable basis, Angel Broking, its subsidiaries and associated companies, their directors and employees are 
under no obligation to update or keep the  information current. Also there may be regulatory, compliance, or other reasons that may 
prevent Angel Broking and affiliates 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. 
Angel Broking Limited and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to 
time, have long or short positions in, and buy or sell the securities of the companies mentioned herein or engage in any other transaction 
involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect to 
company/ies mentioned herein or inconsistent with any recommendation and related information and opinions. 
Angel Broking Limited and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other 
advisory services in a merger or specific transaction to the companies referred to in this report, as on the date of this report or in the past. 
Sebi Registration No : INB 010996539 
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