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August 26, 2020 

CMP: | 178    Target: | 220 (24%)     Target Period:  12  months  

Globus Spirits (GLOSPI) 

 BUY 

 

Multiple triggers in place 

Globus Spirits (GSL) reported strong results owing to continued 

improvement in margin profile in spite of weaker operating leverage. 

Revenues fell mere 22% YoY to | 230 crore, compared to the liquor industry, 

in general (fell closer to 45-55% levels), mainly owing to stronger IMIL 

performance due to better state mix (Haryana performed well), higher bulk 

realisation (up 14%) and better-than-expected performance of newer 

product launches. EBITDA grew 46% YoY to | 39 crore mainly due to strong 

expansion in EBITDA margin (clocked highest ever EBITDA margin of 17.1% 

vs. 9.1% in Q1FY20, led by higher gross margins, lower fuel, freight & power 

cost). Subsequently, PAT grew 1.6x to | 19 crore. 

Ensuring stable performance due to diverse segments 

GSL covers entire value chain of alcohol manufacturing undertaking an array 

of operating activities from manufacturing extra neutral alcohol (ENA) to 

contract bottling of Indian made foreign liquor (IMFL), to marketing & selling 

IMIL and several by-products. IMIL (~36% of net revenue in FY20) includes 

Rajasthan as the dominant contributor (~75-80% of IMIL revenues, ~30% 

market share in the state). Also, the company’s JV ‘Unibev’ (90% owned, 

10% owned by former USL MD Vijay Rekhi) has launched three IMFL liquor 

brands in Prestige & above category in a few states and is gradually ramping 

up its presence in more states. The management has been slowly building 

up the franchise across key territories. 

Cash flows expected to stay strong in FY21E 

We expect asset utilisation to normalise from Q2 onwards due to multiple 

triggers like long term ethanol procurement by Government of India and its 

positive impact on stronger ENA realisation, enforcement of law on illicit 

liquor trading, downtrading of liquor brands in tier II, III cities due to steep 

excise hikes and introduction of sanitisers to the revenue stream. Though 

revenue growth was impacted by lockdown in April and partially in May, 

GSL has been able to show discipline in improving its margins due to lower 

other expenses and a control over input costs. The management expects to 

maintain margins and use the cash flows to lower its debt in near term. 

Valuation & Outlook 

In Q1FY21, IMIL, bulk volumes suffered (down ~33%) due to complete 

lockdown in April and a recovery in May. Volumes have reached normalised 

levels in June. The management expects volume growth in Q2. Newer 

brands for IMIL (Goldee, IMIL brand with IMFL like 42.7% alcohol 

concentration) and newer opportunities for ethanol utilisation would lead to 

greater usage of captive ENA. We expect margins to be rangebound at 14-

15% for FY21E, FY22E. Also, GSL is planning to lower debt, which should 

reduce interest cost and aid in improving profitability. Subsequently, FCF 

yield is expected to remain elevated. We maintain BUY rating on the stock 

with a target price of | 220, valuing the business at ~6x FY22E EPS.  

 

Key Financial Summary 

 

ss

| cro re FY19 FY20P FY21E FY22E C AG R

Net Sales 985.9 1,168.8 1,104.9 1,259.8 8.5%

EBITDA 88.3 124.7 158.0 178.9 26.6%

PA T 24.3 49.9 80.7 103.1 61.8%

P/E (x) 21.1 10.3 6.4 5.0

M.Cap/Sales  (x) 0.5 0.4 0.5 0.4

RoCE (% ) 9.5 14.5 19.7 21.5

RoE (% ) 6.1 11.2 15.4 16.5
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

Market Capita lisation (| cr) 512.6

52 Week High / Low  (|) 178/61

Promoter Holding (% ) 55.7

FII Holding (% ) 0.8

DII Holding (% ) 0.3

Div idend Y ie ld (% ) 0.0
 

 
 

Price Performance 
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Company Update | Globus Spirits 

Financial summary 

Exhibit 1: Profit and loss statement                            (| crore) 

(Y ear-end March)/ (| crore) FY 19 FY 20 FY 21E FY 22E

Tota l O perating Income 985.9 1,168.8 1,104.9 1,259.8

G row th (% ) 15.3 18.6 -5.5 14.0

Raw  Materia l Expenses 599.0 717.6 668.4 749.6

G ross  Prof it 386.9 451.2 436.4 510.2

G ross  Prof it Margins  (% ) 39.2 38.6 39.5 40.5

Employee Expenses 27.7 34.3 35.4 41.6

O ther Expenditure 270.9 292.2 243.1 289.8

Tota l O perating Expenditure 897.7 1,044.1 946.9 1,080.9

EBITDA 88.3 124.7 158.0 178.9

G row th (% ) 29.4 41.3 26.7 13.2

Interes t 26.3 23.6 18.2 8.0

Depreciation 36.1 38.0 39.1 41.3

O ther Income 7.1 3.7 7.0 7.9

PBT before Exceptiona l Items 32.9 66.9 107.6 137.5

L ess : Exceptiona l Items 0.0 0.0 0.0 0.0

PBT af ter Exceptiona l Items 32.9 66.9 107.6 137.5

Tota l Tax 9.2 17.2 27.1 34.6

PA T before MI 23.7 49.7 80.5 102.9

Minority  Interes t -0.6 -0.2 -0.2 -0.2

PA T 24.3 49.9 80.7 103.1

G row th (% ) 316.8 105.1 61.7 27.7

EPS (A djus ted) 8.5 17.3 28.0 35.8
 

Source: Company, ICICI Direct Research 

 

Exhibit 2: Cash flow statement                                   (| crore) 

(Y ear-end March)/ (| crore) FY 19 FY 20E FY 21E FY 22E

Prof it/(L oss ) a f ter taxation 24.3 49.9 80.7 103.1

A dd: Depreciation & A mortiz ation36.1 38.0 39.1 41.3

A dd: Interes t Pa id 26.3 23.6 18.2 8.0

Net Increase in Current A ssets -26.7 -7.3 -5.2 -20.7

Net Increase in Current L iabilities -3.7 33.8 -4.4 15.8

O thers  -25.8 -2.6 0.0 0.0

CF f rom O perating activ ities 30.6 135.4 128.4 147.6

(Purchase)/Sa le  of  F ixed A ssets-16.8 -35.7 -6.1 -40.0

L ong term L oans  & A dvances 3.2 -4.8 0.0 0.0

Inves tments 0.0 0.0 -40.0 -30.0

O thers  13.7 13.0 -34.1 -0.5

CF f rom Inves ting activ ities 16.9 -27.4 -80.1 -70.5

(inc)/Dec in L oan -21.1 -63.7 -30.0 -60.0

Div idend & Div idend tax 0.0 -3.3 -3.3 -3.3

L ess : Interes t Pa id -26.3 -23.6 -18.2 -8.0

O ther 0.0 0.0 0.0 0.0

CF f rom Financing activ ities -47.4 -90.5 -51.5 -71.3

Net Cash F low 0.1 17.5 -3.3 5.7

Cash and Cash Equiva lent at the beginning2.4 2.5 20.0 16.7

Cash 2.5 20.0 16.7 22.4
 

Source: Company, ICICI Direct Research 

 

Exhibit 3: Balance sheet                                              (| crore) 

(Y ear-end March) FY 19 FY 20P FY 21E FY 22E

Equity Capita l 28.8 28.8 28.8 28.8

Reserve and Surplus 369.1 418.5 495.9 595.7

Tota l Shareholders  funds 397.9 447.3 524.7 624.5

Minority  Interes t -0.7 -0.9 -0.9 -0.9

Tota l Debt 201.0 137.3 107.3 47.3

Deferred Tax L iability 23.6 33.6 0.0 0.0

L ong-Term Prov is ions 1.7 2.8 2.8 2.9

O ther Non Current L iabilities 2.5 3.7 3.8 3.9

Source of  Funds 626.0 623.8 637.7 677.6

G ross  Block -  F ixed A ssets 672.3 691.4 711.4 751.4

A ccumulated Depreciation 98.7 136.7 175.8 217.1

Net Block 573.7 554.8 535.6 534.3

Capita l WIP 12.4 28.9 15.0 15.0

Fixed A ssets 586.0 583.7 550.6 549.3

Inves tments 0.0 0.0 40.0 70.0

O ther non-Current A ssets 27.0 31.4 32.0 32.7

Inventory 77.8 106.3 99.7 113.7

Debtors 49.1 33.8 45.3 51.7

L oans  and A dvances 9.1 8.8 8.9 8.9

O ther Current A ssets 16.2 15.2 15.5 15.8

Cash 2.5 20.0 16.7 22.4

Tota l Current A ssets 154.6 184.2 186.1 212.5

Creditors 94.7 108.5 102.7 117.1

Prov is ions 1.7 0.7 0.7 0.7

O ther Current L iabilities 45.4 66.3 67.7 69.0

Tota l Current L iabilities 141.7 175.5 171.1 186.9

Net Current A ssets 12.9 8.6 15.0 25.6

A pplication of  Funds 625.9 623.7 637.7 677.6
 

Source: Company, ICICI Direct Research 

 

Exhibit 4: Key ratios 

(Y ear-end March) FY 19 FY 20E FY 21E FY 22E

Per share data  (|)

Reported EPS 8.5 17.3 28.0 35.8

Cash EPS 8.5 16.2 26.9 34.6

BV  per share 138.2 155.3 182.2 216.8

Cash per Share 0.9 6.9 5.8 7.8

Div idend per share 0.0 1.2 1.2 1.2

O perating Ratios  (% )

G ross  Prof it Margins 39.2 38.6 39.5 40.5

EBITDA  margins 9.0 10.7 14.3 14.2

PA T Margins 2.5 4.3 7.3 8.2

Inventory days 28.8 33.2 32.9 32.9

Debtor days 18.2 10.6 15.0 15.0

Creditor days 35.0 33.9 33.9 33.9

A sset Turnover 1.5 1.7 1.6 1.7

Return Ratios  (% )

RoE 6.1 11.2 15.4 16.5

RoCE 9.5 14.5 19.7 21.5

RoIC 8.5 15.1 19.6 21.5

V aluation Ratios  (x)

P/E 21.1 10.3 6.4 5.0

EV  / EBITDA 8.1 5.0 3.8 3.0

EV  / Net Sa les 0.7 0.5 0.5 0.4

Market Cap / Sa les 0.5 0.4 0.5 0.4

Price to Book V a lue 1.3 1.1 1.0 0.8

Solvency Ratios

Debt / EBITDA 2.3 1.1 0.7 0.3

Debt / Equity 0.5 0.3 0.2 0.1

Current Ratio 1.1 0.9 0.9 1.0

Q uick Ratio 0.5 0.3 0.4 0.4
 

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 
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I/We, Bharat Chhoda, MBA; Harshal Mehta MTech (Biotech) , Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views 

about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above 

mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in 

the report 

Terms & conditions and other disclosures: 

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a Sebi registered 

Research Analyst with SEBI Registration Number – INH000000990. ICICI Securities Limited Sebi Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank 

and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on 

www.icicibank.com  

 

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship 

with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the 

securities or derivatives of any companies that the analysts cover.  

 

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as 

such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports. 

 

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  

 

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may 

not match or may be contrary with the views, estimates, rating, target price of the Institutional Research. 

 

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected 

recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would 

endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI 

Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in 

circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  

 

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein 

is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers 

simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting 

and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who 

must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. 

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 

whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks 

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-

managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.  

 

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 

benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives 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.  

 

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of 

the research report.  

 

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this 

report.  

 

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.  
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