10 February 2021 | HSIE Results Daily

Galaxy Surfactants

Speciality Care performing well

Our BUY recommendation on GALSURF with a price target of INR 2,750 is
premised on (1) stickiness of business as 55% of the revenue mix comes from
MNCs, (2) stable EBITDA margin at >12% since fluctuations in raw material
costs (RMC) are easily passed on to customers, and (3) strong return ratios
(RoE/RoIC of 23/23% in FY23E). 3Q EBITDA/APAT was 16/32% higher than
estimates due to lower-than-expected raw material costs and opex, higher-
than-anticipated other income and lower-than-anticipated tax outgo.

Revenue: 3Q revenue was INR 7bn -6/+8% QoQ/YoY, on account of better
sales volumes in both Performance Surfactants and Speciality Care business,
and a better sales mix.

Margins: Gross margin jumped by 144/511bps QoQ/YoY to 37.7% on the
back of improving share of specialities, new products mix and higher
capacity utilisations. EBITDAM grew 80/458bps QoQ/YoY to 17.7% in 3Q.

Volumes: Total volumes in 3Q came at 58kT (-8/+7% QoQ/YoY).
Performance Surfactants (63% of volume mix) volumes were at 37kT (-
12/+5% QoQ/YoY) and Speciality Care volumes came to 22kT (+0/+12%
QoQ/Y0oY). Speciality Care made a strong comeback and registered YoY
growth for the first time in a quarter. Growth was driven by both the
segments across geographies in 3Q. India’s market grew 14.4% YoY, AMET
grew 2.9% YoY and Rest of the World grew 4.3% YoY in 3Q.

Concall takeaways: (1) Out of the Capex plan of INR 1.5bn to be spent in
FY21, INR 0.75bn to be spilled over to FY22 due to COVID-19 led
disruptions. Capex guidance for FY22 at INR 1.0-1.5bn. (2) 5% of the
revenues in 3Q came from sulphate free surfactants, proteins and other new
products. (3) Volume growth guidance given of 5-8% YoY for medium term.
(4) The Board has declared an interim dividend of INR 14 per equity share
for FY21.

Change in estimates: We raise our FY21/22 EPS estimates by 12.5/8.6% to
INR 87.8/101.7 to account overall performance in 9MFY21.

DCF-based valuation: Our price target is of INR 2,750 (WACC 10%,
Terminal growth 3.5%). The stock is trading at 19.8x FY23E EPS.
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FY21E FY22E
EPS %

+12.5% +8.6%
KEY STOCK DATA
Bloomberg code GALSURF IN
No. of Shares (mn) 35
MCap (Rs bn) / ($ mn) 79/1,087
6m avg traded value (Rs mn) 84
52 Week high / low Rs 2,381/975

STOCK PERFORMANCE (%)

3M  6M  12M
Absolute (%) 308 303 372
Relative (%) 103 (46) 125

SHAREHOLDING PATTERN (%)

INR mn F;ﬁ . YZZ? Q;z F\?ZQO l;;j FY19 FY20| FY21E FY22E FY23E
Net Sales 6747 7,187  (61) 6259 78 27,630 25964| 27432 32311 35860
EBITDA 1,195 1215 (17) 821 454 3534 3,689 4641 528 5928
APAT 852 817 43 480 776 1910 2244| 3,111 3,606 4,09
AEPS (INR) 240 231 43 135 776 539 650 878 1017 1123
P/E (x) 413 342 254 219 198
EV/EBITDA(x) 216 205 167 148 135
ROE (%) 239  231| 261 248 233

Source: Company, HSIE Research

Change in estimates (Consolidated)

FY21E FY21E o FY22E FY22E o FY23E FY23E o
YE Mar ol1d New % Ch o1d New % Ch Oold New % Ch
EBITDA (INR bn) 4.21 4.64 10.3 492 5.28 7.3 5.64 5.93 5.2
Adj. EPS (INR/sh) 78.0 87.8 12.5 93.7 101.7 8.6 105.9 112.3 6.0

Source: Company, HSIE Research

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters

Sept-20 Dec-20
Promoters 70.93 70.93
FIs & Local MFs 13.42 12.98
FPIs 3.21 3.49
Public & Others 12.44 12.60
Pledged Shares 0.0 0.0
Source: BSE
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should not be construed as an invitation or solicitation to do business with HSL. HSL may from time to time solicit from, or perform broking, or other services
for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of
the company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a
market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any
other potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments
made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates,
diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt
in the report, or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations
described in this report.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject
company for any other assignment in the past twelve months.
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date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage
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preparation of the research report. Accordingly, neither HSL nor Research Analysts have any material conflict of interest at the time of publication of this
report. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions. HSL may
have issued other reports that are inconsistent with and reach different conclusion from the information presented in thisreport.
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