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Q3FY2008 Result Update 
 
Garware Wall Ropes Ltd (GWRL), has posted growth of 7.4% in 
net profit on YoY basis. The growth in net profit was contributed 
mainly by 9.5% rise in revenues and a margin expansion of 
around 98bps. We expect the Geosynthetic segment of GWRL to 
be the key driver in scaling up the company’s business in future. 
We continue to maintain “BUY” on the stock with a price target of 
Rs 310. 
 
Growth in cordage segment revenues drives topline 
GWRL’s topline grew by 9.5% YoY from Rs 887.2mn in Q3FY2007 to Rs 

971.3mn in Q3FY2008 mainly on the back of growth in the cordage 

segment. The revenues of cordage segment grew by around 14.1% on 

YoY basis from Rs 710mn in Q3FY2007 to Rs 810mn in Q3FY2008. The 

revenue contribution from the geosynthetic business was more or less 

constant on YoY basis at around Rs 170mn. GWRL’s revenues for 

9MFY2008 also surged by 20.3% from 2.4bn in 9MFY2007 to Rs 2.9bn . 

GWRL derives around 42% of the revenues from exports. On the export 

front, GWRL’s has a natural hedge as its ratio of foreign exchange  

Exhibit 1: Segmental revenue contribution  
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Key Financials         

Y/E March (Rs mn) FY2007 FY2008E FY2009E FY2010E 

Net Sales       3,352        4,148         5,186        6,551 
% chg 28.4 23.8 25.0 26.3 
Net Profit          222           276            388           526 
% chg  40.3 24.1 40.6 35.6 
EPS         10.7          11.6           16.4          22.2 
EBITDA Margin (%) 12.1 12.3 12.6 12.8 
P/E (x)         14.5          13.4             9.5            7.0 
P/CEPS (x)         10.2            9.6             7.3            5.6 
ROE (%)         14.1          14.0           16.9          19.1 
ROCE (%)         12.3          13.7           16.0          18.2 
P/BV (x)           2.0            1.9             1.6            1.3 
EV/Sales (x)           1.2            1.0             0.8            0.6 
EV/EBITDA (x)         10.2            7.8             6.3            5.0 

Source: Company, FQ Research 

 

Key Data   

Market Cap (Rs bn) 3.2 

Market Cap (US$ mn) 81.6 

52 WK High / Low 258 / 71 

Avg Daily Volume 26390 

Face Value (Rs) 10 

BSE Sensex 18152 

Nifty 5274 

BSE Code 509557 

NSE Code GARWALLROP 

Reuters Code GRWL.BO 

Bloomberg Code GWWR IN 

Shareholding Pattern (%) 
 

Promoters,
43.0%Indian Public, 

42.0%

MF/Banks/Indian 
FIs, 11.0%

FII/ NRIs/ OCBs, 
4.0%

 

Price Performance (%) 
 Absolute Relative 

3 Months (18.8)  (8.2) 

6 Months (12.4)  (18.3) 
12 Months 50.9  33.7 

Garware Wall-Ropes Ltd. vs BSE 
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to foreign exchange earnings stand at an average of 0.55. GWRL has managed to 

protect its balance revenues by hiking the prices of its products in the international 

markets during the quarter. 

Operating margins improve on the back of pricing power. 

Some of the key raw materials consumed by GWRL are Polypropylene, HDPE, Polymer 

and Nylon Yarn. The prices of these raw materials and crude are positively co-related. 

Due to the unprecedented surge in crude prices during Q3FY2008, GWRL’s raw material 

cost went up. GWRL’s Cordage products especially the fishery division and fabricated 

division enjoy good reputation in their respective industries for their quality. This 

enables the company to pass-on any price escalations on the raw material front thereby 

protecting the EBIDTA margins. During Q3FY2008 GWRL was successful in passing on 

the increased input costs to its customers thereby negating the effect of raw material 

price escalation on its margins. The EBIDTA margins during Q3FY2008 surged by around 

100bps on YoY basis from 12.7% in Q3FY2007 to 13.7% in Q3FY2008. 

Net Profit up by 7.4%  

GWRL’s net profit went up from Rs 64.2mn in Q3FY2007 to 69mn in Q3FY2008 

registering a rise of 7.4% on YoY basis. The interest cost during the quarter surged by 

around 79.3% on YoY basis from Rs 20mn in Q3FY2007 to Rs 36.4mn in Q3FY2008. 

Additional loan for incurring maintenance capex along with increase in cost of borrowing 

resulted in the rise of interest cost. This surge in the interest cost took its toll on the net 

profit during the quarter. 

Future Outlook and Valuation 

GWRL was traditionally involved in the cordage business. In the cordage segment the 

main revenue contributor for the company was fishing nets division. However, offlate 

there has been a transformation in the revenue mix as the Fabricated and Geosynthetic 

businesses have started catching up. Industrial, Fabricated and Geosynthetic are related 

to those industries which have promising outlook. Therefore we believe that the 

traditional revenue mix structure of GWRL is slated to change thereby placing it on the 

high growth trajectory and also derisking its business model. We expect GWRL’s 

revenues to witness a CAGR of 25.1% and EBIDTA and PAT to witness a CAGR of 27.7% 

and 33.2% respectively, over FY2007-10E. 

Valuation 

At CMP of Rs 156, the stock trades at a P/E of 13.4x FY2008E, 9.5x FY2009E and 7x 
FY2010E our EPS estimates of Rs 11.6, 16.4 and 22.2 respectively. We continue to 
maintain “BUY” on the stock with a price target of Rs 310. 
 
Quarterly Financial Highlights     

 Y/E March (Rs mn) Q3FY2008 Q3FY2007 Growth  FY2007 FY2006 Growth  

 (3) (3) (%) (12) (12) (%) 

Net Sales 971 887 9.5 
  

3,352  
  

2,611  28.4 

Less: Operational Exp. 839 775 8.2 2948 2306 27.8 

Operating profit 133 113 18.0 
  

404  
  

305  32.5 

OPM (%) 13.7 12.7  
  

12.1  
  

11.7   

Other Income 6 1  30 15  

Less: Interest 36 20  89 73  

Less: Depreciation 25 23  94 86  

PBT 78 71 10.5 250 161 55.4 

Less: Tax 9 6  
  

28  
  

3   

PAT 69 64 7.4 222 158 40.3 

EPS (on Existing Equity) 3.3 3.2  
  

10.7  
  

7.9   
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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, FINQUEST, 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 
FINQUEST 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. 
FINQUEST 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. 
FINQUEST 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. 

FINQUEST Securities (P) Ltd. 
602 Boston House, Next to Cinemax, Suren Road, Andheri (East) Mumbai 400 093  

Tel.: 91-22-4000 2600    Fax: 91-22-4000 2605    Email: research@finquestonline.com 

Website: www.finquestonline.com 

 

 Ratings (Returns) Buy > 15% Hold 0-15% Sell > -10% 
 


