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February 1, 2021 

CMP: | 688   Target: | 805 (17%)     Target Period:  12 -18 months 

Grindwell Norton (GRINOR) 

BUY 

Strong performance led by ceramics segment… 

Grindwell Norton (GNL) reported strong Q2FY21 numbers across 

operational parameters owing to owing to better demand and revival in key 

sectors like automotive, industrial, construction, engineering amid 

economic recovery. Revenues were at | 457.7 crore, decent growth of 

11.6% YoY primarily aided by strong performance in ceramics & plastic 

segment. Revenue contribution from abrasives, ceramics & ‘new initiatives’ 

segment were at ~58%, ~34% & ~9%, respectively. Overall, EBITDA 

margins were at 21.4%, improving 460 bps YoY. This was primarily aided 

by reduction in overall operating expenses and better gross margins that 

improved 180 bps to 56.9%, YoY. PAT grew 40.3% to | 66.0 crore YoY 

despite lower other income, which declined 35% YoY to | 5.0 crore. 

Better operating margins led by product mix, cost efficiencies… 

Topline growth of 11.6% YoY was primarily led by ceramics & plastics 

segment (~34% contribution), up 18.0% to | 155.1 crore YoY. Abrasive 

segment (~58% contribution) grew 12% to | 265.3 crore YoY while ‘new 

initiatives’ segment de-grew 9.2% to | 41.2 crore YoY. Abrasive segment 

posted EBIT margin of 13.5%, an improvement of 170 bps YoY. While EBIT 

margins for ceramics and plastic segment expanded to 24.1%, YoY (vs. 

12.7% in Q3FY20) and for ‘new initiative’ segment EBIT margin was at 28.5% 

(vs. 27.6%, YoY). The better performance can be attributed to better demand 

from key sectors like automotive, industrial, engineering, construction, life 

sciences etc. Also, a better product mix, operational efficiencies led to 

margin expansion across segments. The management intends to sustain 

operating margins in the long term by introducing high margin value added 

products in plastics segment (e.g. life science) thereby better pricing power. 

Export, value-added plastic products to drive long term growth 

GNL enjoys a strong moat in abrasives segment, commanding ~26% market 

share (pegged at ~| 3200 crore). It sees strategic relevance of exports for 

incremental growth, which contributes ~15% to topline. It aims to focus on 

exports of niche high value products in some cases to replace Chinese 

products and penetrate neighbouring countries of US, South East Asia 

markets and enter newer market to drive for stronger growth. 

Valuation & Outlook 

Going forward, we expect accelerated growth in plastics segment owing to 

niche value added products in life sciences. Also, a revival in 

industrial/automotive, engineering activities would gradually provide 

growth opportunities for abrasive, ceramics segments. Overall, we expect 

abrasives, ceramics, ‘new initiatives’ to grow at CAGR of 6.7%, 10.6%, 

17.5%, respectively, in FY20-23E. We believe GNL is well placed to further 

gain from gradual economic revival in key segments. We introduce FY23E 

estimates and value GNL at 34x FY23E EPS to arrive at a target price of | 805 

(earlier | 600). We change our rating form HOLD to BUY. 

 Key Financial Summary 
s 

s 

(| C ro re ) FY19 FY20 FY21E FY22E FY23E  C AG R FY20-23E 

Revenue (| crore) 1,598.1 1,579.6 1,550.8 1,844.7 2,098.6 9.9%

EBITDA  (| crore) 271.8 264.5 274.7 327.6 380.7 12.9%

EBITDA  margin (% ) 17.0 16.7 17.7 17.8 18.1 

Net Prof it (| crore) 167.2 182.5 187.2 224.5 262.0 12.8%

EPS (|) 15.1 16.5 16.9 20.3 23.7 

P/E (x) 45.5 41.7 40.7 33.9 29.1 

Price / Book (x) 6.9 6.4 6.0 5.5 5.0 

EV /EBITDA  (x) 27.1 27.2 26.2 21.8 18.5 

RoCE (% ) 23.3 20.3 19.7 21.6 22.8 

RoE (% ) 15.2 15.4 14.7 16.2 17.1 
s 

Source: Company, ICICI Direct Research 

Particulars 

Par ticu lar Am o u n t

Market Capita liz ation | 7618 Crore

Tota l Debt (FY 20) | 0 Crore

Cash and Inv  (FY 20) | 429 Crore

EV  (FY 20) | 7189 Crore

52 w eek H/L  (|) 780 / 370

Equity capita l (FY 20) | 55.4 Crore

Face va lue (|) 5.0

Key Highlights 

 Abrasive segment revenue grew 12% 

to | 265.3 crore, YoY, Ceramics & 

plastic segment grew 18% to | 155.1

crore, YoY while ‘new initiatives’ 

segment registered de-grew by 9.2%,

YoY

 EBITDA margins came in at 21.4%,

which improved by 460bps YoY basis. 

Key risk to our call 

 Further ramp-up in demand in key 

sectors like auto, industrial, 

engineering, steel to aid growth

 Impact on export markets and any

adverse situation on raw material 

sourcing could affect growth

Research Analyst 

Chirag Shah 

shah.chirag@icicisecurities.com 

Amit Anwani 

amit.anwani@icicisecurities.com 
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Exhibit 1: Variance analysis 

Year Q3FY21Q1FY22E Q3FY20 YoY (%) Q2FY21 QoQ (%) Comments

Income from Operation 457.7 410.0 11.6 439.0 4.2

Aided by 18% growth in ceramics & plastic segment 

(~34% of revenue) followed by 12% growth in abrasives 

segment (~58% contribution)

Other Income 5.0 9.0 (45.0) 7.6 (34.9)

Cost of materials consumed 202.7 161.9 25.2 160.68 26.2

Power & Fuel 18.7 27.1 (31.0) 18.1 3.6

Changes in inventories of 

finished goods & WIP

(5.3) 22.1 (123.9) 39.9 (113.3)

Employee cost 54.4 47.3 15.2 50.9 7.0

Other expenses 89.1 82.5 8.0 76.0 17.3

EBITDA 98.0 69.1 41.8 93.6 4.7

EBITDA Margin (%) 21.4 16.9 455 bps 21.3 9 bps
Primarily due to better gross margins and controlled 

operating expenses

Depreciation 13.9 14.6 (4.7) 13.9 0.0

Interest 0.8 1.0 (19.6) 0.7

PBT 88.2 62.5 41.2 86.5 1.9

Taxes 22.7 15.5 46.4 22.1 2.7

PAT 66.0 47.0 40.3 64.3 2.6

Segment Revenue Q3FY21 Q3FY20 YoY (%) Q2FY21 QoQ (%)

Abrasives 265.3 237.0 12.0 260.8 1.7

% Contribution 58.0 57.8 59.4

Ceramics & Plastics 155.1 131.4 18.0 143.0 8.4

% Contribution 33.9 32.0 32.6

Others 41.2 45.3 (9.2) 39.6 4.0

% Contribution 9.0 11.1 9.0

Net Sales 457.7 410.0 439.0

Source: Company, ICICI Direct Research 

Exhibit 2: Change in estimates 
©

FY19 FY20 FY21E FY22E FY23E

(| Crore) A ctual A ctual O ld New %  Change O ld New %  Change Introduced

Revenue 1,598 1,580 1,442 1,551 7.5 1,714 1845 7.6 2099

Revised factoring in 

s trong recovery

EBITDA 272 265 233 275 17.9 296 328 10.7 381

EBITDA  Margin (% ) 17.0 16.7 16.2 17.7 156 bps 17.3 17.8 49 bps 18.1

PA T 167 183 156 187 20.0 202 225 11.1 262

EPS (|) 15.1 16.5 14.1 16.9 19.9 18.2 20.3 11.4 23.7
vek  

Source: Company, ICICI Direct Research 
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Financial story in charts 

Exhibit 3: Revenue trend (consolidated) 
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Source: Company, ICICI Direct Research 

Exhibit 4: EBITDA and EBITDA margin trend 
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Source: Company, ICICI Direct Research 

Exhibit 5: PAT and margins trend 
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Exhibit 6: RoE and RoCE trend 
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Exhibit 7: Price Performance 
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Grindwell Norton

NSE500 Index
Source: Bloomberg, Company, ICICI Direct Research 

Exhibit 8: Shareholding Pattern 

(in  %) De c-19 Mar -20 Ju n -20 Se p -20 De c-20

Promoter 58.3 58.3 58.3 58.3 58.3

FII 4.1 4.0 3.8 3.8 3.9

DII 16.3 16.6 16.3 16.4 16.3

O thers 21.3 21.1 21.6 21.5 21.5

Source: Company, ICICI Direct Research 
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Financial summary 

Exhibit 9: Profit and loss statement   | crore 

(| C ro re ) FY19 FY20 FY21E FY22E FY23E

Net Sa les 1,566.9 1,537.6 1,828.1 2,079.7 

O ther O perating Income - 13.2 16.6 18.9 

Tota l O perating Income 1,579.6 1,550.8 1,844.7 2,098.6 

%  G rowth (1.2) (1.8) 19.0 13.8 

O ther Income 40.4 40.4 42.0 44.9 

Tota l Revenue 1,620.0 1,591.2 1,886.7 2,143.5 

Cos t of  materia ls  consumed 593.0    572.0    683.3    784.1    

Purchase of  s tock- in-trade 122.4    111.7    143.0    162.6    

O ther Expenses 313.5    308.6    356.0    397.7    

Tota l expenditure 1,315.1 1,276.1 1,517.1 1,717.9 

EBITDA 264.5    274.7    327.6    380.7    

%  G rowth (2.7) 3.9 19.2 16.2 

Interes t 4.5 2.5 3.0 2.8 

Depreciation 57.8 59.3 63.3 69.4 

PBT 242.6    253.3    303.2    353.4    

Tax 58.8 63.8 76.3 88.9 

PA T 182.5    187.2    224.5    262.0    

%  G rowth 9.1 2.6 20.0 16.7 

EPS 16.5 16.9 20.3 23.7 
v 

Source: Company, ICICI Direct Research 

Exhibit 10: Cash flow statement   | crore 

(| C ro re ) FY20 FY21E FY22E FY23E

Prof it a f ter Tax 182.5   187.2   224.5   262.0   

Depreciation 57.8     59.3     63.3     69.4     

Interes t 4.5 2.5 3.0 2.8 

O ther income (40.4)   (40.4)   (42.0)   (44.9)   

Prov  for Taxation 58.8     63.8     76.3     88.9     

Cash F low  before WC changes 263.2   272.3   325.2   378.3   

Change in Working Capita l 108.8   (65.4)   (45.3)   (24.4)   

Taxes  Pa id (58.3)   (63.8)   (76.3)   (88.9)   

Cashf low  f rom O perating A ctiv ities313.7   143.2   203.5   264.9   

(Purchase)/Sa le  of  F ixed A ssets (83.5)   (94.9)   (75.0)   (81.0)   

(Purchase)/Sa le  of  Inves tments 9.6 - - - 

O ther Income 40.4     40.4     42.0     44.9     

Cashf low  f rom Inves ting A ctiv ities(33.5)   (54.5)   (33.0)   (36.1)   

Is sue/(Repayment of  Debt) - - - - 

Changes  in Minority  Interes t (0.3)     (2.4)     (2.4)     (2.4)     

Changes  in Netw orth (93.0)   (104.0) (106.6) (120.0) 

Interes t (4.5)     (2.5)     (3.0)     (2.8)     

O thers - - - - 

Cashf low  f rom Financing A ctiv ities(97.8)   (108.9) (112.0) (125.2) 

Changes  in Cash 182.3   (20.2)   58.4     103.7   

O pening Cash/Cash Equiva lent 246.2   428.6   408.4   466.8   

C los ing Cash/ Cash Equiva lent 428.6   408.4   466.8   570.5   
v 

*calculated, Source: Company, ICICI Direct Research 

Exhibit 11: Balance sheet     | crore 

(| C ro re ) FY20 FY21E FY22E FY23E

Share Capita l 55.4 55.4 55.4 55.4 

Reserves  & Surplus 1,132.0 1,215.2 1,333.1 1,475.1 

Netw orth 1,187.4 1,270.6 1,388.4 1,530.5 

Tota l Debt - - - - 

Deferred tax  liability  (net) 29.0 29.0 29.0 29.0 

Tota l L iabilities 1,230    1,311    1,426    1,566    

G ross  Block 606.6    676.6    751.6    826.6    

A cc: Depreciation 223.0    282.3    345.5    415.0    

Net Block 383.6    394.4    406.1    411.6    

Capita l WIP 29.1 54.0 54.0 60.0 

Inves tments 192.5    192.5    192.5    192.5    

Inventory 303.3    316.0    365.6    404.5    

Sundry debtors 205.0    232.2    243.1    264.1    

Cash and bank ba lances 428.6    408.4    466.8    570.5    

L oans  and advances 3.1 3.0 3.6 4.1 

O ther Current A ssets 48.8 67.7 80.6 91.5 

Tota l current A ssets 988.9    1,027.2 1,159.8 1,334.8 

CL & Prov . 365.3    358.4    387.3    434.2    

Net Current A ssets 623.6    668.8    772.6    900.6    

Tota l A ssets 1,230    1,311    1,426    1,566    

Source: Company, ICICI Direct Research 

Exhibit 12: Key ratios  | crore 

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E FY23E

EPS 16.5 16.9 20.3 23.7 

Cash EPS 21.7 22.3 26.0 29.9 

BV 107.2    114.8    125.4    138.2    

DPS 6.0 7.8 8.0 9.0 

Cash Per Share 20.1 25.5 31.2 37.5 

EBITDA  Margin 16.7 17.7 17.8 18.1 

PBT / Net Sa les 13.1 13.9 14.3 14.8 

PA T Margin 11.6 12.1 12.2 12.5 

Inventory days 70.1 74.4 72.3 70.4 

Debtor days 47.4 54.6 48.1 45.9 

Creditor days 73.6 73.4 67.4 67.4 

RoE 15.4 14.7 16.2 17.1 

RoCE 20.3 19.7 21.6 22.8 

RoIC 26.8 25.4 29.2 33.3 

P/E 41.7 40.7 33.9 29.1 

EV  / EBITDA 27.2 26.2 21.8 18.5 

EV  / Net Sa les 4.6 4.6 3.9 3.4 

Market Cap / Sa les 4.8 4.9 4.1 3.6 

Price to Book V a lue 6.4 6.0 5.5 5.0 

Debt/EBITDA 0.0 0.0 0.0 0.0

Net Debt / Equity 0.0 0.0 0.0 0.0

Current Ratio 1.5 1.7 1.8 1.8 

Q uick Ratio 0.7 0.8 0.8 0.8 
v 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct  Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 

 

 

 



ICICI Securities | Retail Research 7 

ICICI Direct Research Result Update | Grindwell Norton

ANALYST CERTIFICATION 

I/We, Chirag Shah, PGDBM and Amit Anwani, MBA (Finance), Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect 
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The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities 
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associated before investing in the securities markets. 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.  

ICICI Securities 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.  

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
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ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other 
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