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Market Cap Rs902bn/US$12.4bn  Year to March 2020 2021P 2022E 2023E 
Reuters/Bloomberg GRASIM.BO/GRASIM IN  Revenue (Rs mn) 1,86,071 1,40,125 1,69,394 1,99,417 
Shares Outstanding (mn)           658.0   EBITDA (Rs mn) 23,099 17,086 31,098 38,900 
52-week Range (Rs) 1455/533  Net Income (Rs mn) 12,667 9,674 19,262 24,733 
Free Float (%) 70.0  % Chg YoY (56.1) (23.6) 99.1 28.4 
FII (%) 13.1  P/E (x) 22.8 33.3 12.1 9.4 
Daily Volume (US$'000)         34,310   CEPS (Rs) 32.1 27.5 42.7 52.1 
Absolute Return 3m (%)               9.6   EV/E (x)* 11.4 14.2 7.0 5.6 
Absolute Return 12m (%)           159.0   Dividend Yield 0.3 0.5 0.4 0.5 
Sensex Return 3m (%)             (0.2)  RoCE (%) 6.5 5.0 9.4 10.8 
Sensex Return 12m (%)             66.9   RoE (%) 7.7 5.7 12.3 14.0 
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Q4FY21 result review and 
earnings revision 

Cement 
 
Target price: Rs1,460 
 
Earnings revision 
(%) FY22E FY23E 
Sales ↓   0.6 ↑ 1.5 
EBITDA ↑   3.6 ↑ 6.1 
PAT ↑   6.4 ↑ 9.6 
 
Target price revision 
Rs1,460 from Rs1,330 
 
 
Shareholding pattern 

 
Sep 
'20 

Dec 
'20 

Mar 
'21 

Promoters 40.9 41.4 41.8 
Institutional  
investors 32.8 31.4 31.3 
  MFs and others 6.8 6.8 5.5 
  Banks / FIs 0.2 0.1 0.1 
  Insurance Cos. 13.2 11.5 11.2 
  FIIs 12.6 13.1 14.5 
Others 26.3 27.2 26.9 

 

Source: NSE 
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Grasim Industries ADD 
 Maintained 
Better VSF outlook Rs1,371 
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+91 22 6637 7254 
Darshit Shah 
darshit.shah@icicisecurities.com 
+91 22 6637 7480 

Grasim Industries’ (Grasim) Q4FY21 standalone EBITDA at Rs8.1bn (up 2.5x YoY) 
was broadly in-line with our / consensus estimates led by sharp improvement in 
VSF profitability. VSF EBITDA improved to Rs37/kg from Rs27/kg QoQ as 
realisation improved from Rs120/kg to Rs144/kg QoQ. However, the spread 
between VSF and pulp is expected to normalise with increasing pulp prices and 
some softness in VSF prices. Factoring better VSF profitability, we raise our 
FY22-23E EBITDA 4-6% and coupled with the recent run-up in stock prices of its 
various holdings, we increase our target price to Rs1,460/sh (earlier: Rs1,330) 
based on 7x FY23E EV/E, assuming unchanged 50% holdco discount. Maintain 
ADD. Key risk: lower demand / pricing in VSF / chemicals. 
 VSF revenue (including VFY) rose 20% QoQ and 23% YoY to Rs25.8bn. It 

operated at 100% utilisation for second consecutive quarter and posted 8% YoY 
volume growth. Realisation improved 20% QoQ and 16% YoY. In China, VSF 
inventory declined significantly from 45days in Apr’20 to 13 days in Mar’21 although 
it increased from 10days in Jan’21. Coupled with strong demand recovery and huge 
price gap vs cotton, China VSF prices rose sharply from 12,800RMB in Jan’21 to 
15,800RMB in Mar’21 and global VSF exit Mar’21 prices were 13% higher than 
average Q4FY21. VFY utilisation rose from 89% to 98% QoQ in Q4FY21. VSF 
EBITDA (including VFY) rose 140% YoY and 30% QoQ to Rs6.25bn. VAP share in 
overall portfolio increased from 22% to 26% QoQ. Domestic markets constituted 
89% of the overall volumes. 

 Chemical revenue increased 15% both QoQ and YoY to Rs14.7bn, while EBITDA 
remained almost flat at Rs1.8bn owing to higher costs. ECU realisation improved 
owing to higher utilisation however rise in imports kept pressure on domestic prices. 
Caustic soda sales improved 3% QoQ and 6% YoY to 267kte. Chlorine consumption 
in VAPs stood unchanged at 27% QoQ.  

 Net debt declined by Rs20.8bn during FY21 to Rs9.1bn despite incurring capex 
of Rs15bn, aided by working capital release. Divestment of fertilisers for a 
consideration of Rs26.5bn is likely to consummate in H1FY22. The company will be 
augmenting VSF capacity by 38% to 801ktpa and chemicals capacity by 33% to 
1,530ktpa by Q3FY22. Besides, the company announced 125ktpa epoxy expansion. 
Hence, the company expects to incur Rs26bn capex (ex-paints) for FY22. Company 
announced higher Rs9/sh dividend (including Rs4/sh special dividend) for FY21 vs 
Rs4/sh dividend for FY20. 

 Company had earlier announced strategic choice to enter paints business with 
Rs50bn capex over the next three years with ambition to be strong no.2 player both 
in terms of market share and profitability over ‘reasonable’ period. The company is in 
the process of hiring senior professionals and specialists and is actively engaged in 
acquiring land for plant locations. 
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Table 1: Q4FY21 standalone result review 
(Rs mn, year ending March 31) 

 Q4FY21 Q4FY20 YoY (%) Q3FY21 QoQ (%) 
Net sales 43,943 37,121 18.4 36,966 18.9 
       
Raw materials 18,811 17,192 9.4 16,247 15.8 
Personnel costs 4,346 4,015 8.2 3,647 19.2 
Power & Fuel 6,236 6,301 (1.0) 5,942 5.0 
Freight cost 647 740 (12.6) 698 (7.3) 
Other expenses 5,794 5,615 3.2 3,988 45.3 
Total expenses 35,834 33,863 5.8 30,521 17.4 
       
EBITDA 8,109 3,259 148.8 6,445 25.8 
       
Interest 536 643 (16.5) 516 3.9 
Depreciation 2,145 2,121 1.2 2,051 4.6 
Other income 692 730 (5.3) 638 8.5 
Recurring pre-tax income 6,119 1,226 399.3 4,515 35.5 
       
Taxation 1,256 (2,047) - 1,208 4.0 
Recurring net income 4,863 3,273 48.6 3,308 47.0 
Extraordinary income/(expense) (233) (177)  -  
Reported net income 4,630 3,096 49.6 3,308 40.0 
       
% Margins      
EBITDA 18.5 8.8  17.4  
PAT 11.1 8.8  8.9  
Source: Company data, I-Sec research 
 
 

Table 2: Segment-wise capex  
 Capex spent Capex spent Capex for 
Particulars (Rs. mn.) Q4 FY21 FY21 FY22 
Viscose Staple Fibre    (from 578 KTPA to 801 KTPA)    Capacity Expansion 2870 6020 9460 
Normal Modernisation and Maintenance Capex 960 2270 4350 
Chemical    (from 1,147 KTPA to 1,530 KTPA)    Capacity Expansion, Normal Modernisation and Maintenance 3090 5940 7190 
Capex related to other businesses    VFY, Epoxy, Textiles and Insulator 350 860 5040 
Total 7260 1,5080 2,6040 
Source: Company data, I-Sec research  
 

Chart 1: China VSF Plant Operating Rate  

 
Source: Company data, I-Sec research 
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Chart 2: China VSF plant inventory (in days)  Chart 3: VSF global price trend (US$/kg)  

  
Source: Company data, I-Sec research Source: Company data, I-Sec research 

 

Chart 4: Grey VSF prices rose 54% YoY and  42% QoQ  

 
Source: Company data, I-Sec research 
 

Chart 5: Caustic realisation  Chart 6: ECU realisation (Rs/ton)  

  
Source: Company data, I-Sec research Source: Company data, I-Sec research 
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Table 3: SoTP-based valuation for FY23E  
(Rs bn) 

 Particulars 
% Stake Market  

Cap 
Target  

EV/EBITDA (x) 
Standalone EBITDA    38.9 
Target EV/EBITDA multiple   7 
Target EV   272 
Less: Net debt / (cash)   17 
Target equity value    289 
No. of shares (mn)   658 
Per share value (Rs)…(a)   440 
    
Value of quoted investments    
 ABCL  54.3 304 165 
 UTCEM  57.3 1,896 1,086 
 IDEA  11.6 247 29 
 HNDL 3.9 875 34 
 ABFRL  10.5 178 19 
Proportionate value of quoted investments   1,333 
Proportionate value of quoted investments- after 50% 
holding co discount  

  
670 

Per share value (Rs)…(b)   1,020 
    
Target price (Rs/share)…(a+b)   1,460 
Source: I-Sec research 
 

 
Table 4: Earnings revision 
(Rs mn) 

Earnings revision 
FY22E FY23E 

Revised Earlier % chg Revised Earlier % chg 
Revenue (Rs mn) 1,69,394 1,70,459 (0.6) 1,99,417 1,96,472 1.5 
EBITDA (Rs mn) 31,098 30,023 3.6 38,900 36,655 6.1 
PAT (Rs mn) 19,262 18,104 6.4 24,733 22,575 9.6 
Source: I-Sec research 
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Financial summary (standalone) 
Table 5: Profit and loss statement 
(Rs mn, year ending March 31) 

 FY20 FY21P FY22E FY23E 
Operating Income (Sales) 1,86,071 1,40,125 1,69,394 1,99,417 
Operating Expenses 1,62,972 1,17,360 1,38,295 1,60,516 
EBITDA 23,099 17,086 31,098 38,900 
  % margin 12.4 12.7 18.4 19.5 
Depreciation & Amortisation 8,468 8,426 8,847 9,555 
Gross Interest 3,039 2,585 2,159 2,159 
Other Income 5,262 5,150 5,253 5,358 
Recurring PBT 16,854 11,224 25,345 32,544 
Add: Extraordinaries 33 (577) 5,000 - 
Less: Taxes 4,187 1,549 6,083 7,810 
Net Income (Reported) 12,700 9,097 24,262 24,733 
Recurring Net Income 12,667 9,674 19,262 24,733 

Source: Company data, I-Sec research 
 

Table 6: Balance sheet 
(Rs mn, year ending March 31) 
 FY20 FY21P FY22E FY23E 
Assets     
Total Current Assets 69,433 57,956 73,453 93,046 
Current Liab. & Prov. 53,499 49,659 55,792 74,425 
Net Current Assets 15,934 8,297 17,661 18,621 
Investments of which 2,76,762 2,74,262 2,75,262 2,77,262 
     Strategic/Group  2,56,621 2,59,121 2,61,121 2,63,121 
    Marketable  20,141 15,141 14,141 14,141 
Net Fixed Assets 1,20,832 1,26,406 1,33,259 1,37,704 
  of which     
Capital Work-in-Progress 27,919 29,919 32,919 45,919 
Total Assets 4,41,447 4,38,884 4,59,101 4,79,506 
of which Cash & cash equi. 20,930 34,171 57,576 60,333 
      
Liabilities     
Borrowings 50,681 43,181 43,181 43,181 
Deferred Tax Liability 14,025 14,025 14,025 14,025 
Equity Share Capital 1,316 1,316 1,316 1,316 
  Face value per share (Rs) 2 2 2 2 
Reserves & Surplus 3,75,425 3,80,362 4,00,579 4,20,984 
Net Worth 3,76,740 3,81,678 4,01,894 4,22,299 
Total Liabilities 4,41,447 4,38,884 4,59,101 4,79,506 
Source: Company data, I-Sec research 
 
  

Table 7: Cashflow statement 

(Rs mn, year ending March 31)  

 FY20 FY21P FY22E FY23E 
Operating Cashflow 22,594 13,835 28,109 34,288 
Working Capital  12,855 9,350 1,841 1,797 
Capital Commitments (27,032) (11,830) (27,000) (27,000) 
Net Operating FCF 8,417 11,355 2,950 9,085 
Investing Activities (20,513) (12,914) 24,500 (2,000) 
Issue of Share Capital 90 126 - - 
Buyback of shares - - - - 
Inc(Dec) in Borrowings 17,475 (9,170) - - 
Dividend paid (5,155) (2,622) (4,045) (4,328) 
Others - - - - 
Chg. in Cash & Bank 315 (13,226) 23,405 2,757 
Source: Company data, I-Sec research 
 

Table 8: Key ratios 

(Year ending March 31) 

 FY20 FY21P FY22E FY23E 
Per Share Data (Rs)     
EPS(Basic) 19.3 13.8 36.9 37.6 
Diluted Recurring EPS 19.3 14.7 29.3 37.6 
Diluted Recurring CEPS 32.1 27.5 42.7 52.1 
Dividend per share 4.0 6.3 6.1 6.6 
Book Value 183 186 214 242 
     
Growth Ratios (% YoY)     
Operating Income (9.5) (27.7) 26.0 17.7 
EBITDA (43.3) (26.0) 82.0 25.1 
Recurring Net Income (56.1) (23.6) 99.1 28.4 
Diluted Recurring EPS (56.1) (23.6) 99.1 28.4 
Diluted Recurring CEPS (42.0) (14.4) 55.3 22.0 
     
Valuation Ratios (x)*     
P/E 22.8 33.3 12.1 9.4 
P/CEPS 11.1 12.9 8.3 6.8 
P/BV 1.9 1.9 1.7 1.5 
EV / EBITDA 11.4 14.2 7.0 5.6 
EV / Operating Income 1.4 1.8 1.3 1.1 
EV / Operating FCF 8.1 5.5 5.1 6.0 
     
Operating Ratios (%)     
 Raw Material / Sales   49.4 46.4 48.5 48.5 
 Other Operating Exp. / Sales   38.2 40.9 33.1 32.0 
 Other Income / PBT  31.2 45.9 20.7 16.5 
 Effective Tax Rate   24.8 13.8 24.0 24.0 
 NWC / Total Assets   0.0 (0.0) (0.1) (0.1) 
 Inventory (x)  6.7 6.3 11.6 12.2 
 Receivables (days)  63 54 19 20 
 Payable (days)  49 62 47 48 
 D/E Ratio (x)  0.1 0.1 0.1 0.1 
     
Profitability Ratios (%)     
Rec. Net Income Margins 6.8 7.2 11.4 12.4 
RoCE 6.5 5.0 9.4 10.8 
RoNW 7.7 5.7 12.3 14.0 
Dividend Payout   20.7 43.0 21.0 17.5 
Source: Company data, I-Sec research, *assuming 50% holdco 
discount on its holdings 
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Inc. (Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are 
as follows: Address: 10 Collyer Quay, #40.92, Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com, 
Rishi_agrawal@icicisecuritiesinc.com. 

 

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports 
and no charges are levied for providing research reports to such investors." 

 

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise) 

BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return 
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