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Company Background and Business Model Important Statistics 
  
Grasim Industries Limited (Grasim) is one of India’s largest business 
conglomerates and the flagship of the prestigious Aditya Birla Group. From 
a humble beginning in 1947 as a textile manufacturer, Grasim grew 
exponentially to become India’s largest Viscose Staple Fibre (VFS) and chlor 
Alkali producer. Post the merger with Aditya Birla Nuvo in June 2017, 
Grasim holds a majority stake of 60.21% in Ultratech Cement (India’s 
largest cement producer with an annual capacity of over 90 million tonne) & 
55.99% in Aditya Birla Capital (3rd largest mutual fund house in India with 
an AUM of over 250,000 crore). 

M.Cap (`Cr) 67,074 
52 Week H/L (`) 915/1300 

NSE Code GRASIM 
BSE Code 500300 

 

  
Investment Rationale Financials (Consolidated) 

 (` cr) 
 Impressive business model – Grasim has strategically integrated across the 

value chain from fibre to fashion (i.e. from Pulp, caustic soda and power & steam 
that are the basic building blocks to manufacture VSF to Liva the ingredient 
branding partner catering to the biggest brands), thereby offering the company an 
extremely stable business model. As of 2018, the VSF and Caustic Soda capacity at 
Grasim stood a 542,000tonne (MT) (post de-bottlenecking in Q1FY19) and 
1,140,000 MT respectively. 

 Aggressive expansion to juice up profitability going forward – Grasim has 
envisaged an aggressive 7540 crore capex plan to be executed over the FY18-21 
period at its standalone level. After successfully commissioning the 146,000 MT 
brownfield expansion at Vilayat in Q1FY19, the company is on track to augment its 
caustic soda (expected commissioning by Q3FY20) and specialty chemicals capacity 
further by 14.9% to take the overall capacity to 1,310,000 MT and has earmarked 
~`1310 crore for the same. Grasim has also announced a 44% increase in VSF 
capacity from 546,000 MT to 788,000 MT at a capex of ~`4250 crore. The 
brownfield expansion at Vilayat is progressing well with equipment ordering already 
completed. Therefore, the aggressive expansion plan at Grasim will drive volume 
led growth going forward and juice up its profitability. 

 Healthy volumes aid strong Q1FY19 show – On a standalone basis, both VSF 
and chemical business delivered healthy sales volumes in Q1FY19 that stood at 
134,000 MT (up 9.1% YoY) & 235,000 MT (up 18.1% YoY) respectively. 
Consequently, sales, EBITDA and PAT came in at `4789.2 crore (up 74.8% YoY), 
`871.4 crore (up 95.8% YoY) & `642.6 crore (up 85.1% YoY) respectively. EBITDA 
margins were at 22.0% (up 170 bps YoY). 

Particulars FY18 FY17 
Net Sales 56,198 36,068 
EBITDA 10,881 7,385 
PAT 2,679 3,167 
EPS (`) 40.74 48.16 

Source: Annual Report 
 

 
 

  
Valuation  

  
At the current market cap of `67,074 crore, the implied cumulative value of 
Grasim’s long term holdings in Ultratech Cement (UTCL), Aditya Birla Capital 
(ABCL) and other group investments stood at `55,032 crore. We have 
assigned a 40% holding company discount for UTCL and ABCL and 50% 
holding company discount on other investments. As a result, the standalone 
entity is trading at inexpensive valuations on a TTM basis at a P/E of 5.8x 
and an EV/EBITDA of 3.4x. Therefore, we are POSITIVE on the stock given 
the improved operational performance in Q1FY19 and the aggressive 
expansion plans that are expected to drive robust and sustainable 
profitability growth going forward. 
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Disclaimer  

Analyst Certification: I, Srinath Sridhar, CFA, the research analyst and author of this report, hereby certify that the views expressed in this research 
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the 
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. 
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company 
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence 
and objectivity in making any recommendations.  

It is confirmed that Srinath Sridhar, CFA, the author of this report has not received any compensation from the companies mentioned in the report in 
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other 
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, 
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained 
in this report.  

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. 
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, 
or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor 
appropriate for every individual and are solely for the informational purposes of the readers.  This material does not take into account the specific 
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.  

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed 
or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in 
any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Way2Wealth will not 
treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may be restricted by the 
law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any 
such restrictions.  

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is 
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, either 
express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a 
particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions 
in it. Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any 
inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations. In no event shall 
Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or 
lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages. 

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to 
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are 
not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact 
from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political 
and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an offer to 
buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of this 
material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any 
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its 
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have interest 
in securities / positions, financial or otherwise in the securities related to the information contained in this report.  

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as 
endorsement of the views expressed in the report.  

Disclosure of Interest Statement in Grasim Industries Limited as on September 7th, 2018 

Name of the Security Grasim Industries Limited 
Name of the analyst Srinath Sridhar, CFA 
Analysts’ ownership of any stock related to the information 
contained  
Financial Interest   
Analyst : 
Analyst’s Relative : Yes / No 
Analyst’s Associate/Firm : Yes/No 

NIL 
 
 
No 
No 
No 

Conflict of Interest No 
Receipt of Compensation  No 
Way2Wealth ownership of any stock related to the information 
contained NIL 

 Broking relationship with company covered NIL 
Investment Banking relationship with company covered  NIL 

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making 
modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent 
recommendations to its clients, and would be happy to provide information in response to specific client queries.  
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