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CMP:RS 332 TRGT:RS 380 TIME HORIZON: 1 YEAR 

Carborundum Universal, of Murugappa group, manufactures abrasives, ceramics, refractories, and 
electro-minerals, through 30 manufacturing facilities (India, Russia, South Africa and China), is 
looking a good buy post recent correction, with good set of earnings for Q4FY18 / Q1FY19. In 
Q4FY18, PAT had risen to Rs. 62.9 cr from Rs. 56.5 cr QoQ and Rs. 46.3 cr YoY, a growth of 11% 
QoQ and 36% YoY, on an income of Rs. 654 cr. For FY18, company's income was at Rs. 2,418 cr 
(+7%), EBITDA was at Rs. 399 cr (+36% with EBITDA margin of 16.7%) and PAT of Rs. 220 cr 
(+19%), leading to an EPS of Rs. 11.42. In Q1FY19, company reported PAT of Rs. 65.3 cr against 
Rs. 41.8 cr YoY, delivering another quarter with over 56% YoY growth in PAT and EPS of Rs. 3.33. 
Management has guided to achieve turnover of Rs. 2,700 cr in FY19 and targets Rs.3,200 cr in FY20, 
led by scaling up of utilization of the capacities that are re-located from Africa (bubble Zirconia 
operates at 25-30% and Thukela refractories operates at40-50% utilisation) and Japan (NTK, Metz 
cylinders operate at 25-30% utilisation) as well as growth in current business. Management 
highlighted that currently 20% of overall growth comes from price hikes and the company targets 
price hikes to contribute 33% of overall growth going ahead as well. The price hikes undertaken have 
yet to cover the total increase in input cost and current margin expansion is largely driven by volume 
growth, suggesting further room for margin expansion in the coming quarters. Company is having net 
cash balance-sheet with Net Cash of Rs. 61 cr. Besides this, company has investments in Wendt 
India, Grindwell Norton, Cholamandalam Investment & Finance, Tube Investments of India, 
Coromandel International etc, which are worth over Rs. 200 cr. The company has a leadership 
position in the domestic abrasives market with market share of 38% and strengthening market 
position in the global electro-minerals market It also has a highly diversified customer base in terms of 
end-user industries, with revenue contribution from international markets (42%) such as Russia, 
Australia, China, North America, and Europe. It caters to a diverse set of end user industries including 
auto original equipment manufacturers (OEMs), auto ancillaries, general engineering, fabrication, 
foundry, industrial projects, construction and metal working etc, while none of the industries account 
for more than 10% of revenues. Promoters are holding 42.42%stake in the company while more than 
28% is held by Institutional Houses. Current M Cap is at Rs. 6,300 cr and stock Is trading at an 
EV/Sales of 2.2x, EV/EBITDA of 12x and PE of 23x on current years earnings, which the company 
deserves to command. Management guidance of 13% revenue growth in FY19 and further 19% 
revenue growth in FY20 offers comfort. Share ruling at Rs. 332 can move to Rs. 380 in 1 year. Buy as 
an investor only in this volatility and pessimism now seen prevailing. 
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