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Index Details We recently met the management of GHCL to understand the 
company’s business model and expansion plans. Following are the 
important highlights:  
 

1. GHCL has 3 important divisions- Inorganic chemicals, Textiles 
and Consumer products (constitutes small % to total revenues). 

2. In the Inorganic chemicals business, GHCL is predominantly 
engaged in manufacturing of Soda ash, which mainly finds 
application in the manufacturing of soaps, detergents, cleansing 
compounds, etc. The company has a current capacity of 
9,75,000 tonnes with utilization levels of 97%. The average 
realization of Soda ash per tonne is Rs 20,000.  

3. The major raw materials required for manufacturing Soda ash 
are limestone, salt and coal/lignite. The company requires 2 
tonnes of salt, 2 tonnes of limestone, 0.5 tonnes of coal/lignite to 
manufacture 1 tonne of Soda ash. 

4. GHCL is the only company in India to have its own lignite mines; 
these are situated at Bhavnagar. As per the management, the 
present reserves can meet the company’s requirement for the 
next 8-10 years. However, the company also sources lignite from 
one of the mines of GMDC (~500 km away from factory) so as to 
save reserves for the future, as the company does not want to 
run out of reserves from its captive capacity. As per the 
management, the current cost of lignite per tonne from GMDC is 
similar to its exiting mine cost.  

5. The company has its own limestone reserve, which is located at 
a distance of 40 kms from the plant. It also procures limestone 
locally or imports from the Middle East, depending on the prices. 
GMDC’s Soda ash factory is located at Sutrapada in the 
Somnath district of Gujarat, which is close to 300 kms away 
from its own lignite mines. 

 

Sensex 36847 
Nifty 11138 
Industry  Chemicals 

 
 

 
Scrip Details 

MktCap (Cr)      2401  

BVPS (Rs)    165     

O/s Shares (Cr)                  9.8  
AvVol(Lacs) 1.14 
52 Week H/L 357/204 
Div Yield (%) 2.0 

FVPS (`) 10.0 

Shareholding Pattern 
Shareholders             % 
Promoters 18.9 
Public 81.1 
Total   100.0 

 GHCL vs. Sensex 

0
50
100
150
200
250
300
350
400

28000
29000
30000
31000
32000
33000
34000
35000
36000
37000

18
-J

ul
-1

7

18
-A

ug
-1

7

18
-S

ep
-1

7

18
-O

ct
-1

7

18
-N

ov
-1

7

18
-D

ec
-1

7

18
-J

an
-1

8

18
-F

eb
-1

8

18
-M

ar
-1

8

18
-A

pr
-1

8

18
-M

ay
-1

8

18
-J

un
-1

8

18
-J

ul
-1

8

SENSEX GHCL

 

 

 



 

 
 
 

  

 

  
 

- 2 -                                                                                                                                            Tuesday, 24th July, 2018 

 
                                                                                                                                                                                    

This document is for private circulation, and must be read in conjunction with the disclaimer on the last page. 

6. Around 40% of the salt requirement is met from captive sources 
and 60% is sourced from outside.  

 

 

 

 

 

 

 

 

7. The global demand for Soda ash is growing at 2.5% per annum 
requiring ~1.5 MMT of additional supplies every year, with 
demand-supply mostly balanced. The current global capacity 
stands at 68 MMT with production at 59 MMT. China accounts for 
~45% of the global capacity. 

8. On the domestic front, the demand for Soda ash stands at ~4 
MMT while the production is 3.2 MMT (of the total domestic 
capacity of 3.5 MMT) and is expected to grow at an 11% CAGR for 
the next 2 years. The domestic industry is dominated by Nirma, 
which has a 27% market share, while GHCL and Tata chemicals 
have 25% and 20% market shares, respectively. ~23% of the 
country’s requirement is imported. 
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9. GHCL plans to incur a capex of Rs 600 crore to increase its 
capacity of Soda ash from 0.975 MMT to 1.1MMT in FY19 and 1.23 
MMT in FY20 via brownfield expansion. As per the management, 
of the Rs 600 crores, Rs 300 crore will be required in FY19 and 
the balance in FY20. The company will fund the capex from its 
internal accruals. Further it is also looking for greenfield 
expansion of 0.5MMT by FY22.  

 

10. Besides Soda ash, the company also manufactures Sodium 
Bicarbonate with its capacity doubled to 60,000 MT in December 
2017. It finds application in cooking, pharma, Fire extinguishers, 
pH balancers and cleansing agents. The major raw material for 
Sodium bicarbonate is Soda ash, which is captively produced. As 
per the management, ~0.7 tonnes of Soda ash is required for 1 
tonne of Sodium bicarbonate. 

 

11. On the textile front, the company is involved in selling of yarn as 
well as bedsheets and made–ups (Home textiles), which are 
mostly sold in the US market. The company has a capacity of 
1.76 lac spindles and 3320 rotors at Madurai in Tamil Nadu. The 
company mostly manufactures cotton yarn and polyester yarn in 
its spinning business. The spinning capacity is almost double of 
the home textile requirement with the company having a 
presence across the value chain.  

 

12. However, the home textile business has been a drag on the 
overall business, as the company is facing pressure from e-
commerce companies in the US. Besides, an increase in cotton 
prices and MSP support is further expected to dent overall profits 
of the company.  

 

13. In order to increase its revenue in the textile business, the 
company has launched “REKOOP” bedding line using recycled 
PET fibre. As per the company, 1000 sheets made using this 
technology can result in a 6.5 MT reduction of carbon dioxide 
emissions. The company has an exclusive right to manufacture 
bedding line using this technology. However, the “REKOOP” 
concept is yet to gain traction as per the management. 
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14. Q1FY19 Result updates- The company’s revenues grew by 1% 
YoY to Rs 757 crore from Rs 748 crore in Q1FY18. The company 
reported a fall of 218 bps in the EBIDTA margin, mainly due to an 
annual shutdown by the company, forex losses to the tune of Rs 
7 crore and higher trading sales. Further, the EBIDTA came in at 
Rs 152 crore, falling 9% YoY. The company reported a PAT of Rs 
62 crore, as against Rs 158 crore in the previous year, mainly due 
to a one -time tax credit of Rs 82 crore in Q1FY18. The import 
duty on Soda ash from China and the US has been discontinued 
from 3rd July, 2018.However, as per the management, there has 
not been any adverse impact on the prices of Soda ash, even 
after the discontinuance of the import duty.  

 

15. Future Outlook: Revenues are expected to grow at a 6.1% CAGR 
from Rs 2,943 crore in FY18 to Rs 3,511.6 crore in FY19. The 
EBIDTA margins are expected to increase gradually from 20.6% 
in FY18 to 22.2% in FY21 as the textile segment and new capacity 
subsequently picks up. The EBIDTA is expected to grow at a 
CAGR of 8.7% from Rs 606.1 crore in FY18 to Rs 777.8 crore in 
FY21. The company is expected to grow its PAT at a CAGR of 
3.2% from Rs 356.4 crore in FY18 to Rs 391.1 crore in FY21. The 
management has maintained its stance that it would demerge the 
textile business at an appropriate time. However, the same would 
be done only when the textile business starts generating 
significant EBIDTA in order to get fair valuations.  

 
16. Key Risks: 

 Any adverse movement in currency can significantly affect 
the profits of the company. 

 High debt levels in the textile business can impact the cash 
generating soda ash business. 

 

17. Valuations: The company is currently trading at a FY20PE of 7x, 
which seems reasonable. Further, we do not see any significant 
jump in consolidated profits in the forecasted period. Hence we 
would advise entry into the stock only once we see green shoots. 
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                                                               Segment wise data                       

 

                     Source: Company, Ventura Research 

                                                               FY19 P/E band chart 
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                                                               FY19 P/B band chart 
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                                                               FY19 EV/EBIDTA band chart 
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Disclosures and Disclaimer  
 
Ventura Securities Limited (VSL) is a SEBI registered intermediary offering broking, depository and portfolio management services to clients. VSL is member of 
BSE, NSE and MCX-SX. VSL is a depository participant of NSDL. VSL states that no disciplinary action whatsoever has been taken by SEBI against it in last 
five years except administrative warning issued in connection with technical and venial lapses observed while inspection of books of accounts and records. 
Ventura Commodities Limited, Ventura Guaranty Limited, Ventura Insurance Brokers Limited and Ventura Allied Services Private Limited are associates of VSL. 
Research Analyst (RA) involved in the preparation of this research report and VSL disclose that neither RA nor VSL nor its associates (i) have any financial 
interest in the company which is the subject matter of this research report (ii) holds ownership of one percent or more in the securities of subject company (iii)  
have any material conflict of interest at the time of publication of this research report (iv) have received any compensation from the subject company in the past 
twelve months (v) have managed or co-managed public offering of securities for the subject company in past twelve months (vi) have received any 
compensation for investment banking merchant banking or brokerage services from the subject company in the past twelve months (vii) have received any 
compensation for product or services from the subject company in the past twelve months (viii) have received any compensation or other benefits from the 
subject company or third party in connection with the research report. RA involved in the preparation of this research report discloses that he / she has not 
served as an officer, director or employee of the subject company. RA involved in the preparation of this research report and VSL discloses that they have not 
been engaged in the market making activity for the subject company. Our sales people, dealers, traders and other professionals may provide oral or written 
market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein. We may have earlier issued or 
may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those made in this report. In reviewing 
this document, you should be aware that any or all of the foregoing, among other things, may give rise to or potential conflicts of interest. We may rely on 
information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other areas, units, groups or 
affiliates of VSL. This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer 
to buy, purchase or subscribe to any securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection 
with any contract or commitment whatsoever. This document does not solicit any action based on the material contained herein. It is for the general information 
of the clients / prospective clients of VSL. VSL will not treat recipients as clients by virtue of their receiving this report. It does not constitute a personal 
recommendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients. Similarly, this document 
does not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person who may receive 
this document. The securities discussed in this report may not be suitable for all investors. The appropriateness of a particular investment or strategy will 
depend on an investor's individual circumstances and objectives. Persons who may receive this document should consider and independently evaluate whether 
it is suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice. And such person shall be responsible for conducting 
his/her/their own investigation and analysis of the information contained or referred to in this document and of evaluating the merits and risks involved in the 
securities forming the subject matter of this document. The projections and forecasts described in this report were based upon a number of estimates and 
assumptions and are inherently subject to significant uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it can 
be expected that one or more of the estimates on which the projections and forecasts were based will not materialize or will vary significantly from actual results, 
and such variances will likely increase over time. All projections and forecasts described in this report have been prepared solely by the authors of this report 
independently of the Company. These projections and forecasts were not prepared with a view toward compliance with published guidelines or generally 
accepted accounting principles. No independent accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You 
should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by VSL, its associates, the authors of this 
report or any other person that these projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the 
projections and forecasts described in this report after carefully evaluating all of the information in this report, including the assumptions underlying such 
projections and forecasts. The price and value of the investments referred to in this document/material and the income from them may go down as well as up, 
and investors may realize losses on any investments. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of 
original capital may occur. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be 
subject to change without notice. We do not provide tax advice to our clients, and all investors are strongly advised to consult regarding any potential 
investment. VSL, the RA involved in the preparation of this research report and its associates accept no liabilities for any loss or damage of any kind arising out 
of the use of this report. This report/document has been prepared by VSL, based upon information available to the public and sources, believed to be reliable. 
No representation or warranty, express or implied is made that it is accurate or complete. VSL has reviewed the report and, in so far as it includes current or 
historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. The opinions expressed in this 
document/material are subject to change without notice and have no obligation to tell you when opinions or information in this report change. This report or 
recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media and should not 
be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may not be distributed 
to the public used by the public media without the express written consent of VSL. This report or any portion hereof may not be printed, sold or distributed 
without the written consent of VSL. This document does not constitute an offer or invitation to subscribe for or purchase or deal in any securities and neither this 
document nor anything contained herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential and is being 
furnished to you solely for your information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. 
The opinions and projections expressed herein are entirely those of the author and are given as part of the normal research activity of VSL and are given as of 
this date and are subject to change without notice. Any opinion estimate or projection herein constitutes a view as of the date of this report and there can be no 
assurance that future results or events will be consistent with any such opinions, estimate or projection. This document has not been prepared by or in 
conjunction with or on behalf of or at the instigation of, or by arrangement with the company or any of its directors or any other person. Information in this 
document must not be relied upon as having been authorized or approved by the company or its directors or any other person. Any opinions and projections 
contained herein are entirely those of the authors. None of the company or its directors or any other person accepts any liability whatsoever for any loss arising 
from any use of this document or its contents or otherwise arising in connection therewith. The information contained herein is not intended for publication or 
distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited 
unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as 
prescribed by Securities and Exchange Board of India before investing in Securities Market. 
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