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STOCK PICKS

Galaxy Surfactants Ltd.

Company Overview
Galaxy Surfactants Ltd. (GSL) is 

leading manufacturers of Perfor-

mance Surfactants (61%) and Spe-

cialty Care Products (39%) with over 

200 product grades. These products 

are used in consumer-centric Home 

and Personal Care (HPC) products 

like hair care, oral care, skin care, 

cosmetics, soap, shampoo, lotion, 

detergent, cleaning products etc. 

Galaxy supplies to leading MNC’s and 

regional as well as local FMCG’s like 

Unilever, Dabur, P&G, Colgate Pal-

molive, Reckitt Benckiser, Himalaya, 

Henkel, Emami, L’oreal, CavinKare 

etc. Since incorporation in 1986, 

GSL has expanded and diversified 

its product portfolio, client base and 

geographical footprint. Currently, 

Galaxy is among the largest manu-

facturer of performance surfactants 

and speciality care products in 

India with a cumulative capacity of 

~4,36,500 tonnes (t) at its 7 strategic 

manufacturing locations - 5 in India 

and 2 globally. Its plants are located 

in Maharashtra, Gujarat, Egypt and 

USA. The company caters to 1,750+ 

customers in over 75+ countries 

across India, Africa, Middle-east and 

Turkey (AMET), Americas (North and 

South) and Europe.

Investment Rationale
Q4FY20 Result Analysis

Consolidated net sales in Q4FY20 

stood at Rs. 656.7 crore, which 

declined by 3.72% YoY from Rs. 682.0 

crore in Q4FY19. EBITDA stood 

at Rs. 102.6 crore in Q4FY20 that 

increased by 7.7% YoY. For Q4FY19, 

it posted EBITDA of Rs. 95.3 crore. 

EBITDA margin as of Q4FY20 was at 

15.63% that increased by 1.66% YoY 

compared to the same quarter last 

year. Consolidated profit before tax 
for Q4FY20 stood at Rs. 81.6 crore, 

rising 4.6% from the year ago period. 

Total tax expenses stood at Rs. 18.8 

crore in Q4FY20 as against Rs. 20.9 

crore in Q4FY19. The consolidated 

net profit in Q4FY20 came in at Rs. 
62.8 crore that increased by 9.98%, as 

compared to Q4FY19 when it reported 

Rs. 57.1 crore. The net profit margin 
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in Q4FY20 came in at 9.56% with a 

growth of 1.19% YoY. The net profit 
margin for Q4FY19 was at 8.37%. In 

terms of volume, domestic India 

market remained flat (+0.5%), though 
second half was stronger than the 

first half of FY20. In FY20 company 
registered a growth of 4.4% in volume 

with Performance Surfactants volume 

increased by 6.0% and Specialty Care 

Products volume increased by 1.7%. 

EBITDA/MT remained stable at Rs. 

16,716 for FY20 as against Rs. 16,676 in 

FY19.

Minimal impact due to Covid-19

Galaxy Surfactants said the compa-

ny’s products have been classified as 
essential items as they are used for 

cleaning and sanitizing purposes. 

The company does not expect 

any substantial contraction in the 

demand for its products post COVID 

19 as they are used in manufacture 

of consumer cleaning products 

in home and personal care. The 

company does not expect demand for 

premium category specialty products 

being impacted by down trading due 

to decline in consumer incomes. 

Further, the company said with the 

cash flows continuing on account 
of ongoing business operations, 

company do not anticipate any stress 

on liquidity. Being cash positive in 

both April & May (including subsid-

iaries) the liquidity position remains 

good. The company isnot seeking for 

any moratorium on debt repayment 

obligations and all the debt repay-

ment obligations would be honored 

on time. Hence, assets, capital and 

financial resources are unlikely to see 
any economic impairment. Business 

will get impacted to the extent 

operations are impacted on account 

of restrictions on movement of cargo. 

However gradually the situation 

started improving from mid-April 

with necessary clarifications pro-

vided by the Government on move-

ment of goods and persons. May was 

better than April and the company 

expects that situation will gradually 

improve going forward.

Capex plans on track

The company has tripled its total 

capacity from 125,000t in FY09 

to 368,095t in FY19 and further to 

436,488t in November 2019. In last 

2 years GSL has incurred a capex 

of ~Rs. 330 crores to expand its 

Performance Surfactants’ capacity 

at Jhagadia by ~48kT in FY19, taking 

the Jhagadia’s capacity to 131kT 

in Q1FY20. Jagadia plant became 

operational last quarter for the 

performance surfactants division. 

Further, GSL spent Rs. 60-70 crore to 

expand the Specialty Care products’ 

production at Jhagadia, which will 

be commissioned in 2HFY21. Rs 80 

crore is being incurred to build a 

multipurpose plant at Tarapur, which 

will also come onstream in 2HFY21. 

The company has a capex of USD7mn 

for Tri-K which is completed in 

mid-Jan’20. GSL’s R&D facility at 

Tarapur and Tri-K Industries in US 

is currently undergoing expansion 

involving an outlay of Rs. 8 crores. 

The company expects to spend 

normal maintenance capex in FY21 as 

currently it has no expansion plan. 

Further as per the management, 

Performance Surfactants capacity 

is sufficient for the next 3-4 years’ 
growth while Specialty Care Prod-

ucts to suffice for a longer 7-8 year 
horizon. With this major investment 

milestone, company’s free cash 

flows are expected to improvegoing 
forward with lower reliance on debt.

Diversified product portfolio and 

customer base

Galaxy has a diversified and strong 
product portfolio comprises over 200 

product grades and caters to a large 

and varied HPC clientele globally. 

The company addresses the broader 

market in terms of both, product 

types (oral care, skin care/hair care 

etc.) and customer segments (mass, 

masstige and prestige) within the 

HPC industry. Galaxy has a balanced 

mix of high-volume performance 

products (with inelastic demand) and 

high-margin speciality care products 

(with unique functionalities), which 

provide product differentiation to 
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The company 
does not expect 
any substantial 
contraction in the 
demand for its 
products post COVID 
19 as they are used 
in manufacture of 
consumer cleaning 
products in home 
and personal care.
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a customers’ end-products. Gal-

axy cross-sells products to 1,750+ 

customers in more than 75 countries. 

The company classifies customers 
into 3 categories – multinational, 

regional and local and niche players. 

The company derives 56% of revenues 

from MNCs, 10% from regional and 

34% from local and niche FMCG 

companies - largely aligned to overall 

customer segmentation at the indus-

try level. Galaxy has successfully 

diversified its geographical footprint 
over the years, in addition to con-

solidating its position in India. The 

company is present in over 75 coun-

tries across key geographies of India, 

AMET, Americas (North and South) 

and Europe. This helps to diversify 

the product risks, geographical risks, 

economic risks and customer risks.

Key Risks
  Any change in negotiations in High 

MNC customer base can impact 

margin growth

  Any disruption in supply chain in 

raw material pricing and sourcing

  Delay in capex implementa-

tion or plant synchronisation 

(debottlenecking)

Valuation
Galaxy is focused on the home 

and personal care segment and 

it is expected that Galaxy has the 

potential to grow at a rate faster than 

FMCG industry in India on back of 

geographically diversified revenue 
mix, deep client relationships, cost 

competitive manufacturing opera-

tions and experienced management 

team. The coming capacity expansion 

and higher utilization would support 

volume growth. Galaxy’s R&D capa-

bilities position it well to innovate 

and be part of the premiumization 

trend. Galaxy is set to capitalize on 

improving demand by gaining market 

share both domestically and globally. 

Mild and non-toxic products are 

gaining traction and this will help 

Galaxy grow above market growth 

rate in the long term. Tri-K recently 

launched a new protein dedicated 

to hair and skin health and such 

launches would help improve growth 

in developed markets. Management 

expects that rising geopolitical ten-

sions and the outbreak of coronavirus 

would have a minimal impact on 

company’s performance. Going for-

ward, continued growth momentum 

in performance surfactants across 

markets combined with growing 

premiumization trends in emerging 

markets (EM), would enable Galaxy 

to generate healthy cash flow and 
return ratio. Hence, we recommend 

our investors to BUY the scrip for a 

target of Rs 1680 from 12-18 months 

investment perspective. Currently, 

the scrip is valued at P/E multiple of 

20.7x on FY21E EPS.

Particulars (in Rs Cr) FY19 FY20 FY21E FY22E

Net Sales 2763.0 2596.4 2853.4 3227.2

Growth (%) 13.5 -6.0 9.9 13.1

EBITDA 353.4 374.8 405.2 484.1

EBITDA Margin (%) 12.8 14.4 14.2 15.0

Net profit 191.0 230.4 254.0 306.6

Net Profit Margin (%) 6.9 8.9 8.9 9.5

EPS (Rs) 53.9 65.0 71.5 86.4

Consensus Estimate: Ashika Research

Going forward, 
continued growth 
momentum in 
performance 
surfactants across 
markets combined 
with growing 
premiumization 
trends in emerging 
markets (EM), would 
enable Galaxy to 
generate healthy cash 
flow and return ratio.
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Ashika Stock Broking Ltd.

Ashika Stock Broking Limited (“ASBL”) 

started its journey in the year 1994 and 

is presently offering a wide bouquet of 
services to its valued clients including 

broking services, depository services 

and distributorship of financial prod-

ucts (Mutual funds, IPO & Bonds). It 

became a “Research Entity” under 

SEBI (Research Analyst) Regulations 

2014 in the year of 2015 (Reg No. 

INH000000206).

ASBL is a wholly owned subsidiary of 

Ashika Global Securities (P) Ltd., a RBI 

registered non-deposit taking NBFC 

Company. ASHIKA GROUP (details 

enumerated on our website www.

ashikagroup.com) is an integrated 

financial service provider inter alia 
engaged in the business of Investment 

Banking, Corporate Lending, Com-

modity Broking, Debt Syndication & 

Other Advisory Services.

There were no significant and mate-

rial disciplinary actions against ASBL 

taken by any regulatory authority 

during last three years except routine 

matters.

DISCLOSURE

Research reports are being prepared 

and distributed by ASBL in the sole 

capacity of being a Research Analyst 

under SEBI (Research Analyst) Regu-

lations 2014. The following disclosures 

and disclaimer are an essential part 

of any Research Report so being 

distributed.

1) ASBL or its associates, its Research 

Analysts (including their relatives) 

may have financial interest in the 
subject company(ies). And, the said 

financial interest is not limited to 
having an open stock market position 

in /acting as advisor to /having a loan 

transaction with the subject com-

pany(ies) apart from registration as 

clients.

2) ASBL or its Research Analysts 

(including their relatives) do not have 

any actual / beneficial ownership of 
1% or more of securities of the subject 

company(ies) at the end of the month 

immediately preceding the date of 

publication of the source research 

report or date of the concerned 

public appearance. However, ASBL’s 

associates may have actual / beneficial 
ownership of 1% or more of securities 

of the subject company(ies).

3) ASBL or its Research Analysts 

(including their relatives) do not 

have any other material conflict of 
interest at the time of publication of 

the source research report or date 

of the concerned public appearance. 

However, ASBL’s associates might 

have an actual / potential conflict of 
interest (other than ownership).

4) ASBL or its associates may have 

received compensation for investment 

banking, merchant banking, broker-

age services and for other products 

and services from the subject compa-

nies during the preceding 12 months. 

However, ASBL or its associates or its 

Research analysts (forming part of 

Research Desk) have not received any 

compensation or other benefits from 
the subject companies or third parties 

in connection with the research 

report/ research recommendation. 

Moreover, Research Analysts have not 

received any compensation from the 

companies mentioned in the research 

report/ recommendation in the past 

twelve months.

5) The subject companies in the 

research report/ recommendation 

may be a client of or may have been 

a client of ASBL during the twelve 

months preceding the date of con-

cerned public appearance for invest-

ment banking/ merchant banking / 

brokerage services.

6) ASBL or their Research Analysts 

have not managed or co–managed 
public offering of securities for the 
subject company(ies) in the past 

twelve months. However, ASBL’s 

associates may have managed or co–
managed public offering of securities 
for the subject company(ies) in the 

past twelve months.

7) Research Analysts have not served 

as an officer, director or employee 
of the companies mentioned in the 

report/ recommendation.

8) Neither ASBL nor its Research 

Analysts have been engaged in 

market making activity for the 

companies mentioned in the report / 

recommendation.

DISCLAIMER

The research recommendations and information are solely for the personal information of the authorized recipient and does not con-

strue to be an offer document or any investment, legal or taxation advice or solicitation of any action based upon it. This report is not 
for public distribution or use by any person or entity, where such distribution, publication, availability or use would be contrary to law, 

regulation or subject to any registration or licensing requirement. We will not treat recipients as customer by virtue of their receiving 

this report. The report is based upon the information obtained from public sources that we consider reliable, but we do not guarantee 

its accuracy or completeness. ASBL shall not be in anyways responsible for any loss or damage that may arise to any such person from 

any inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations.


