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Y/E Mar (Rs mn) Revenue YoY (%) EBITDA EBITDA (%) Adj PAT YoY (%) Adj EPS RoE (%) RoCE (%) P/E (x) EV/EBITDA (x) 

FY18 24,339 12.6% 2,877 11.8% 1,534 3.9% 43.3 23.7% 24.5% 53.8                    29.6  

FY19 27,630 13.5% 3,472 12.6% 1,909 24.5% 53.9 23.9% 27.4%  43.2                    24.4  
FY20 25,964 -6.0% 3,674 14.2% 2,304 20.7% 65.0 23.7% 23.9%       35.8                    23.2  

FY21E 26,992 4.0% 4,332 16.0% 2,851 23.7% 80.4 22.1% 25.1%  28.9                    19.3  
FY22E 29,942 10.9% 4,795 16.0% 3,041 6.7% 85.8 20.0% 26.4%        27.1                    17.2  

FY23E 32,477 8.5% 5,359 16.5% 3,469 14.1% 97.9 19.6% 26.7%   23.8                    15.0  

Source: Company, MNCL Research estimates

We initiate coverage on Galaxy Surfactants, a specialty chemicals manufacturer 
for the Home & Personal Care (HPC) industry, with a BUY and TP of Rs 2,936. 
Always at the forefront of innovation and a powerful oleochemicals portfolio, 
Galaxy is well-positioned for the surge in oleochemicals to replace harmful 
petrochemicals. Further, its products span across the HPC segments from mass to 
mass-tige to prestige. Long-term strategic partnerships with global MNCs, local 
and regional players provide formidable entry barriers, and hence revenue 
stability and potential to expand its product lines. Our conviction is further 
bolstered by its quality financials – debt-free balance sheet, consistently cash-
generating, and rising EBITDA margins. We corroborate our positivity through 
detailed competition analysis with other specialty chemical companies.  

 One stop solution for HPC needs. Galaxy is the only Indian company which 
focuses solely on the HPC Industry, which provides it the specialization moat 
that most competitors lack. It not only offers a wide product range for different 
categories, but also technical/formulation support to customers, making it a 
one-stop-shop solution provider. Its understanding of consumers’ preferences 
along with ability to deliver integrated solutions for the HPC value chain equip 
Galaxy to adapt to changing client needs quickly. That 50% of clients have been 
associated with Galaxy for more than 10 years is a testament to its criticality.  

 Premiumization and Specialty Business to help outperform. Premium 
products, a relatively under-penetrated category within emerging markets like 
India and AMET, is likely to be a major growth driver for Galaxy. Specialty 
Segments are likely to witness a boost with innovative product launches and 
traction from niche and e-commerce players in emerging markets. In addition, 
continued demand from US and Europe should fuel growth in this segment. 
Moreover, the specialty segment further enjoys substantially higher EBITDA/t 
than performance surfactants. 

 Strong R&D = Biggest Moat. Customers prefer to source tested products from 
established suppliers like Galaxy to avoid expensive and lengthy validation 
tests and a protracted approval process, limiting the number of suppliers. 
Galaxy’s R&D team has enabled the company to maintain strong relations with 
its clients. Further, Galaxy plays an important in role in product development 
by closely working with its clients and coming up with innovative products 
which can take more than 2 years to come up in the market.  

 Valuation & Risks. We assign a PE multiple of 30x (premium to other chemical 
companies as discussed above) on FY23E earnings of Rs 97.9 post which we 
arrive at a target of Rs.2,936, an upside of 26% from current levels. We believe 
Galaxy deserves a higher valuation multiple compared to other chemical 
companies due to its high return ratios and eye-popping cash flows. The 
company is also less exposed to the general risks faced by chemical companies, 
such as commodity price fluctuations and cyclicity. The stock can very well 
move towards FMCG valuations, if not reach them.  Key Risk- 
Availability/Quality of Raw Material, Foreign Currency fluctuation and 
Geopolitical or Unfavorable regulation change in Egypt  

 
 

Target Price 2,936  Key Data  

   Bloomberg Code GALSURF IN 

CMP* 2,326  Curr Shares O/S (mn) 35.5 

   Diluted Shares O/S(mn) 35.5 

Upside 26%  Mkt Cap (Rsbn/USDmn) 82.5/1087.7 

Price Performance (%)  52 Wk H / L (Rs) 2380/1027 

 1M 6M 1Yr  5 year H/L (Rs)   2367/885 

GALSURF 
IN 

5.9 17.1 36.7  3M Average Vol 2710.5 

NIFTY 4.0 25.8 29.7    

Source: Bloomberg, ACE Equity, MNCL Research 
 

Shareholding pattern (%) 

 Dec-20 Sept-20 Jun-20 Mar-20 

Promoter 70.93 70.93 70.93 70.93 

FIIs 3.49 3.21 3.09 3.25 

DIIs 12.92 12.88 12.82 12.77 

Others 12.66 12.12 13.16 13.05 

Source: BSE 

Why should you read this report? 

 Growing importance of Surfactants. 

 How increasing in Speciality segment is shaping up its 
financials 

 How its fairs with companies in similar segment  

 

Strong FCF Generation (Rs mn) 

 
Source: MNCL Research estimate 
 
 

EBITDA/T to see strong growth  

 

Source: MNCL Research estimate 
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Investment Thesis in Charts 

 

 

 
 

Source: Company, MNCL Research 

Exhibit 1: Galaxy’s Moat 

 
Source: Company, MNCL Research 
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Product Range

Over 200 products - Catering to fast growing 
HPC segment

Extensive Reach

Presence in 75+ countries across India, AMET, 
Americas and Europe

Consumer Stickiness

One stop solution for HPC needs

No client has left the company – Caters to close 
1,700 customers (MNC, local and niche players)

Strong R&D

Innovative products launched 

High number of patents filed 

MOAT

Thereby increasing EBITDA/T 

HIGH FCF Generation (Rs MN) ROCE to Expand 
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Galaxy Surfactants 

Dominating Surfactants for over 4 decades 
Incorporated in 1986, Galaxy Surfactants started off as a manufacturer of two surfactant products i.e. 
Triethanolamine Lauryl Sulfate (TLS) and Sodium Lauryl Ether Sulphate (SLES). Since then, the company 
has gradually scaled up to manufacture more than 200+ product grades. 

Galaxy’s product find application in host of consumer-centric personal care and home care products 
including skin care, oral care, hair care, cosmetics, toiletries and detergent products.  In 2000, the 
company evolved from being a local FMCG supplier to a global supplier to FMCG companies across major 
geographies, such as India, AMET (Africa, Middle East and Turkey), Asia Pacific (APAC), Americas (North 
and South) and Europe. 

Exhibit 2: Evolution of Galaxy 

 
Source: Company, MNCL Research 

Diversification form 'Me too' Products to Niche Product 

Galaxy is the only Indian company which focuses solely on HPC Industry. Moreover, peers, locally and 
internationally are partially present in limited segments and products or alternatively cater to diverse 
end-user industries. Galaxy not only offers wide range of products for different categories, but also 
offers technical and formulation support to customers, making it a one-stop-shop solution provider for 
all HPC requirements 

Galaxy primarily operates in two key segments, performance surfactants (63% of revenues in FY20) and 
specialty care products (balance 37%), which find applications in the HPC segment (shampoos, 
conditioners, body wash formulations, soap bars, liquid soaps, toothpastes, laundry detergents and 
dishwashing).  

Performance surfactants are high volume products which form substantial part of the formulation in the 
final product vis-à-vis specialty chemicals, which are low volume yet high margin products that provide 
unique functionality to the final product. Galaxy’s total product portfolio comprises of over 200 products 
dominated by specialty care products which account for over 75% share. 

 
 
 
 
 
 
 
 

1980-1990

•IMPORT 
SUBSTITUTION

•Established 
credentials in 
surfactants/ 
specialty 
ingredients space 

•Due to high 
import duties, 
personal care 
products were 
considered luxury 
goods

•Galaxy was a 
strong supplier for 
import 
substitution

•Developed a solid 
R&D base

1990-2000

•INDIA GROWTH 
PHASE

•Post Economic 
Liberalisation, 
market for personal 
care products grew 
substantially

•Galaxy emerged as 
a strong player 

•Grew exponentially 
led by strong 
innovation 
capabilities

•Focused on 
capturing the 
domestic market 
and large customer 
accounts 

•Set up capacities to 
cater to the 
emerging 
requirements

2000-2010

•EXPORT GROWTH 
PHASE

•Strategic shift with 
focus on Global 
markets expansion

•Made investments 
to acquire 
manufacturing 
facilities at USA, 
Egypt and 
established 
international offices

•Increased share of 
revenue from 
international 
business

2010-2020

•GLOBAL 
ESTABLISHMENT

•Dominant share in 
India

•Increased Global 
Participations

•Supplier 
Recognitions 
(Global)

•Strong R&D 
Capability

•Customer 
Partnership

•IPO – Listing of the 
company on BSE 
and NSE

Products have wide 
array of usage from 
your morning 
toothpaste to night 
cream to your 
detergent needs. 
Surfactants are 
present in all your 
kitchen and bathroom 
products  
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Galaxy Surfactants 

Exhibit 3: Product Portfolio - Highly Diversified   

Segment 
revenue 
contribution 

type of product product offering usage 

performance 
products 

61 

Anionic Surfactants FAES, FAS, LABSA Cleaning application 

Non-Inonic Surfactants Ethoxylates 
In cosmetic and personal care 
product as emulsifiers and solubliser 

Specialty care 
products 

39 

Amphoteric Surfactants Betaines 
Dermatological properties- reduce 
Skin irritation 

Cationic Surfactants  Quats Conditioning aid 

UV Filters 
Sunscreen Agents (OMC, 
OCN 
& Others) 

Absorbs or blocks harmful radiation 
and acts as a moisturizer 

Preservatives, Preservative 
Blends and Surfactants 
Blends 

Phenoxyethanol 
Preservative Blends                                         
Surfactant Blends 

Reduces toxicity and prevents 
spoilage  

Specialty Ingredients 

Mild Surfactants                                               
Syndet and Transparent 
Bathing 
Bar Flake                                                                       
Proteins 

Cleanse adequately without 
compromising basic function of skin     
conditioning of hair and 
skin, hair protection and 
strengthening, anti-irritancy, 
moisturization                       

Fatty Alkanolamides and 
Fatty 
Acid Easters 

  
Shampoos, soaps, shaving creams, 
liquid detergents, shower gels and 
bubble baths 

Other Care Products 
Conditioning Agents 
Polyquats                                                       
Amine Oxides 

Improves quality of other products 

Source: Company, MNCL Research 

 

Exhibit 4: Variety of Application across HPC Industry  

 
Source: Company, MNCL Research 

Surfactants - Explained  

Surfactant is a surface-active substance or agent. The word “surfactant” is a shortened form of “surface-
active agent”. Surfactants can be broadly defined as compounds which concentrate at surfaces 
(interfaces) such as water-air or water-oil when dissolved in water. Surfactants and surface activity are 
controlling features in many important systems, including emulsification, detergency, foaming, wetting, 
lubrication, water repellence, waterproofing, spreading and dispersion, and colloid stability. Used in 
small quantity, surfactants are able to markedly affect the surface characteristics of a system. 
Surfactants find application in almost every chemical industry. The major application fields of surfactants 
are classified as under Household Cleaning, Industrial Cleaning, Personal Care Products, etc. 

 

 

 

Personal care

Hair care

Shampoos 
Conditioners 

Colorants           
Styling gel                
Colorants 

Oral care

Toothpaste                     
Tooth powder        
Mouthwash

Cosmetics

Nail Polish                             
Lip Colours       

Foundations 

Toiletries 

Toilet Soaps  
Body Wash                

Shaving Creams      
Lotions 

Home care

Detergents 

Toilet cleaners  
Carpet cleaners  
Fabric cleaners  
Glass cleaners 

Constant innovation 
process has led to 
company adding new 
products at regular 
interval   
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Galaxy Surfactants 

Exhibit 5: Surfactants and its application segment  

 
Source: Company, MNCL Research 

 Performance Surfactants – High volume products for mass market. Galaxy’s performance 
surfactants segment includes anionic and non-ionic surfactants, which find applications in skin, hair, 
and textiles. 

 Specialty care products – High value application-oriented products. Specialty care products include 
amphoteric and cationic surfactants, preservatives & blends, andspecialty ingredients among 
others. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Anionics

• High foam and very good for dirt removal 

• Applications in shampoos, toothpastes, body wash, laundry detergents and dishwashing products 

Non Ionics

• Used  in cosmetics and personal care products viz. shampoo, bath and shower products

• Used as emulsifer and solbillisers in cosmetic application 

Cationics

• Condtioning aid 

• Fabric softners 

• Used as disinfector in floor cleaners and sanitizers 

Amphoteric 
Surfactants

• Mild surfactants used in the beauty and personal care products 

• Due to excellent dermatological properties frequently used in shampoos, skin cleaners, and other 
cosmetic products 

Surf Active 

• Includes blend of surfactants which are preformulated and can be used for shampoos, body wash, 
syndet, and transparent soap bars 

• Comprises Biosurfactants and Fluro surfactants 

Galaxy’s products, in 
essence, are found in 
“cleaning and 
foaming Products”   
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Galaxy Surfactants 

Exhibit 6: Surfactant characteristics based on application 

 
Source: Company, MNCL Research 

 

Exhibit 7: Importance of Surfactants in daily life  

Product  % of Surfactant 

Toothpaste 2-5% 

Soaps 25-30% 

Shampoo 12-15% 

Detergents 10-20% 

Source: MNCL Research  

Note- These are few products we have highlighted and % of surfactant could vary from product to product and according to brand 

 

Both the product segments find application across the spectrum of home and personal care sectors. 
These surfactants are utilized as raw materials for consumer centric products such as toothpaste, 
bathing soaps & gels, detergents, shampoos etc. 

The company adopts a differentiated pricing strategy based on the volume, application, and product 
positioning. Based on the end-use, the products are categorized in three categories i.e. mass, masstige, 
and prestige covering the entire gamut of HPC customers, both locally and globally. 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

• Categorized as “rinse off” and “leave-on” products 

• Conventional surfactants in rinse off categories provide effective cleansing which are 
used in products such as shower gels, face wash or body wash

Skin care

• Mild surfactants and conditioning agents 

• Combination of surfactants with other ingredients provide special characteristics of 
shampoos 

• Surfactants used in shampoos are normally a “gelled” surfactant solution

Hair care

•Dominated by toothpaste, which accounts for 60% of the global oral hygiene business

Oral care

Focus on fast moving 
personal care 
products – provides 
the biggest comfort in 
terms of revenue. 
Since most of end 
products need to be 
continuously made 
available on the shelf  
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Galaxy Surfactants 

Highly Diversified 

Galaxy cross-sells products to 1,750+ customers in more than 75 countries. The company classifies 
customers into three categories – multinational, regional & 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 industry level. Galaxy’s marquee clients include top 
FMCG companies like Unilever ColgatePalmolive (India), Dabur, Himalaya, L’OREAL and Procter & 
Gamble. While top 10 customers contribute more than 50% of total revenues, no single customers 
within this contributes to more than 25% of revenues 

Exhibit 8: Customer Profile  

 MNC Regional Local and Niche player 

Nature of Client Global leaders Large domestic company Niche player 

Revenue contribution 55% 11% 34% 

Product Approval Long process can take 2-3 years Relatively faster vs.MNC Rely on Galaxy 

R&D Strong R&D in house Could have in-house R&D Outsourced 

key clients 

Colgate-Palmolive 
Henkel, L’Oreal 
Unilever, Revlon 
Reckitt Benckiser 
Procter and Gamble 

Dabur India, Emami, 
 ITC , Himalaya, Patanjali, 
Cavinkare Pvt. Ltd. 

Start-ups, e-commerce companies 

Source: Company, MNCL Research  

Exhibit 9: Client Recognition 

 
Source: Company  

Exhibit 10: Revenue contribution from customers  

 
Source: Company, MNCL Research 

 
 
 
 
 
 

52% 55% 56% 55%

8% 8% 10% 11%

40% 37% 34% 34%

0%

20%

40%

60%

80%

100%

120%

FY17 FY18 FY19 FY20

MNC Customers Regional Players Local & Niche Player

Client stickiness is 
another feather in 
Galaxy’s cap with not 
a single client leaving 
Galaxy over the past 
couple of years   
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Galaxy Surfactants 

Diversified end users 

Galaxy’s products find application in a host of consumer centric personal & home care products including 
shampoos, conditioners, body wash formulations, soap bars, liquid soaps, toothpastes, laundry 
detergents and dishwashing products. The company understands consumers’ preferences along with 
ability to deliver integrated solutions for the HPC value chain, which equips Galaxy to adapt to changing 
customer needs quickly and efficiently 

Exhibit 11: Product Application across various segments and price range 

 
Source: Company  

Geographically diversified 

Galaxy has successfully diversified its geographical footprint over the years, in addition to consolidating 
its position in India. The company is present in over 75 countries across key geographies of India, AMET, 
Americas (North and South) and Europe. After acquiring Tri-K Industries Inc. in the US in FY2010, the 
company significantly enhanced its speciality care product portfolio and technological capabilities, 
helping it tap developed markets like the US and Europe. Galaxy’s manufacturing facility in Suez & Egypt, 
enabled it to service the demands of number of existing MNC FMCG customers in the emerging AMET 
region. The company has sales offices in India, Egypt and the US, and representative offices in The 
Netherlands, Turkey and China. 

Exhibit 12: Revenue contribution from different geographies  

 
Source: Company, MNCL Research 

Galaxy enjoys significant 40%+ market share in AMET, of which, Egypt contributes 30-35%. A 
manufacturing unit at Suez Canal in Egypt gives the company location advantage for exports to more 
than 40+ countries. Through this facility, Galaxy expects to explore newer untapped territories like Latin 
America, East Europe and Turkey, which are significantly dependent on imports, as demand for 
surfactants exceed supply. Further, in recent years, many FMCG players have been targeting AMET as a 
growth area. 

 

 

34% 35% 37% 35%

43% 36% 31% 32%

23% 29% 32% 33%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

FY17 FY18 FY19 FY20

India AMET ROW

Forms a critical 
component for end 
product with 
surfactant weight in 
any products varying 
from 5-20%    

Despite being from an 
emerging market, 
~60% of its revenue 
are linked with 
exports. Key markets 
in ROW like US and EU 
continue to do well 
for company, which 
shows the high 
acceptance level for 
its products     
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Galaxy Surfactants 

Exhibit 13: Galaxy’s Moat 

 
Source: MNCL Research  

We believe Galaxy’s ability to provide end-to-end solutions to the HPC value chain, offering customized 
solutions and adhere to high-quality standards has helped it retain customers. Further, ~50% of the 
consumers are associated with Galaxy since more than 10 years. This puts the company in sweet spot, 
as demand for HPC products are fairly constant and is only rising with end users increasing their spend 
towards to personal hygiene.  

 

 

Product Range

Over 200 products - Catering to fast growing 
HPC segment

Extensive Reach

Presence in 75+ countries across India, AMET, 
Americas and Europe

Consumer Stickiness

One stop solution for HPC needs

No client has left the company – Caters to 
~1,700 customers (MNC, local and niche players)

Strong R&D

Innovative products launched 

High number of patents flied 

MOAT

Galaxy’s wide moats 
in product, customer 
and geography have 
enabled it to remain 
competitive and 
maintain customer 
stickiness. 
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Galaxy Surfactants 

Premiumization and Speciality Business to Help 
Outperform 

Outpacing end user industry growth rate 

Galaxy’s end user industries primarily include personal & home care segments, wherein we expect 
buoyant growth to sustain. The company’s ability to supply a bouquet of products coupled with regular 
product launches are expected to keep growth momentum intact. 

Premium products are an under-penetrated category in the HPC industry within emerging markets like 
India and AMET. Increased presence in this nascent category and market share gains in newer 
geographies are expected to drive growth in Galaxy’s performance surfactants business in emerging 
markets 

Exhibit 14: Geographical growth rate  

 US $bn 
Home care Personal care 

2015 2024E CAGR % 2015 2024E CAGR % 

Global 43.4 58.1 3.3 215 358 5.8 

India  2.31 4.3 7.2 11 22 7.9 

Africa 1.9 2.7 4.0 8.5 11.4 3.4 

Middle East 2.1 3.2 4.7 9.6 13.8 4.2 

Source: MNCL Research  

Galaxy has the business moat to gain market share in newer geographies in emerging markets with 
growth in these products. Galaxy has products in the UV absorber sunscreen, preservatives and mild-
surfactants space, which we believe have strong growth prospects, given the increasing premiumization. 
Moreover, new emerging categories (men’s grooming, baby care, color cosmetics, etc.) are expected to 
register an average CAGR of 12- 13% in the next 3 years and make up for 40% of India’s beauty and 
personal care market 

Exhibit 15: Expected double digit growth in domestic home care ingredient markets  ($ bn) 

 
Source: MNCL Research  
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Personal care market 
has the biggest 
growth potential, 
while premiumization 
trend is expected to 
drive growth in HPC  
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Galaxy Surfactants 

Exhibit 16: Home care ingredient market – by end user segment  

 
Source: MNCL Research  

Laundry care constitutes around 72% of this segment (as shown in Exhibit 21), followed by ingredients 
for dish washing and surface cleaners. Galaxy has a significant exposure to the laundry care segment. 
Galaxy supplies its surfactants to almost all the players involved i.e. to HUL, P&G and regional and local 
brands. 

Premiumization drive – Oleochmeicals the way forward 

Over the past few years, the use of oleochemicals in the surfactants industry has been rising led by 
higher advantages offered by natural oil-based and fat-based products compared to petrochemical-
based products. Further, usage of oleo-surfactants is higher in low penetrated mid- to high-end home 
and personal care products which are wresting market share from conventional products. This can also 
be seen from slowing demand for LAB — raw material for LABSA, petrochemical-based surfactants. 

The increasing use of oleochemicals is a positive for Galaxy, as the company’s portfolio is already skewed 
towards oleochemicals (70% of products are oleochemicals based). In recent years, the demand for 
proteins from vegetable sources (rice, wheat, oats, soya, etc.) has increased versus those from animal 
sources within specialty care products. Galaxy is ahead of innovation in vegetable proteins and already 
has a strong portfolio of vegetable proteins in its specialty care portfolio. 

The Indian Premium Laundry market has grown 2.6x in the last 10 years at a CAGR of 10% (2010-20), 
ahead of the total laundry market, which has grown at a CAGR of 8%, thus, implying the shift from bar 
detergents to premium laundry as income levels rise. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

laundry Care, 
72%

Dish care 
Application, 13%

Surface Cleaners, 
10%

others, 5%

“Sulphate Free” 
"Paraben free” are 
now becoming 
essential 
requirements for 
clients, thereby, 
paving the way for 
natural products  
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Exhibit 17: Growth in washing machine market  

 
Source: Company, MNCL Research 

Exhibit 18: Constant innovation by companies  

 
Source: Company, MNCL Research  

The Premium Beauty and Personal Care industry globally stood at USD 73 bn in 2019, making up for 
20% of the Global Beauty and Personal Care Market. While a significant pickup remains to be seen, a 
younger population, growing influence of social media and rising share of E-Commerce in the Home 
and Personal Care sales shall ensure a double digit CAGR over the next 5 years. 

Premiumization today is also evident in the Home Care space and the onset of COVID shall only 
accelerate this. Further, growing awareness about health, hygiene and home care and rising trend of 
work from home has led to a surge in demand for home care products. Consumers are willing to pay 
more for these ‘essential’ products. Even in the post-COVID world, we expect this trend to continue. 

New launches ensure demand continuation and increasing Premiumization – which augurs well for 
Galaxy.   

Exhibit 19: Total launches in H1 have been by far the most aggressive  

 
Source: MNCL Research 
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Exhibit 20: New launches in newer categories   

 
Source: MNCL Research  

Exhibit 21: New launches in existing categories  

 
Source: MNCL Research  

Innovation, launch of eco-friendly home care solutions and complete shift to liquids will be the key 
factors influencing the home care premiumization trend in the developed markets. Considering the 
developing markets like India, as washing machines sales gain traction in the T-3/T-4 cities, there will be 
a marked shift from bar detergents and low end hand wash powders to premium detergents. As for the 
urban Indian consumer, growing awareness and digitization shall play a key role and influence the 
demand for premium fabric care products, liquid detergents and dishwashing products. 

The Indian Premium Home Care Market is projected to grow at a CAGR of 8.3% for the next 5 years 
with Premium Powder Detergents driving bulk of it and is projected to make up for 21% of the market 
from the existing 18%. While 44% of the consumers prefer premium home and personal care brands, 
37% of the consumers prefer premium ingredients over premium brands; cumulatively these shall 
drive the premiumization trend and the need for premium ingredients 

The company’s premium ingredients such as Mild Surfactants (Sulphate-Free Trend), Non-Toxic 
Preservatives (ParabensFree Trend), Sunscreens, Proteins, Syndet soaps and Premium Home Care 
Ingredients (Low dioxane content, water-efficient and eco-friendly solutions, premium powder 
detergents and fabric care ingredients), on account of ‘premiumisation’ will therefore witness 
significant traction in the next decade. 
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Emergence of E-Commerce - Boon for regional/niche players  

Digital Engagement is one of the key trends that shall impact the Beauty and Personal Care sales going 
ahead. While the traditional channels are expected to slowdown, E-Commerce on the back of the ever 
increasing digital engagement via online applications, social media and artificial intelligence is expected 
to outperform. 

The desire for comfort and convenience has not only opened up huge opportunities for the E-Commerce 
space today, but also ensured rapid penetration of the mature as well as emerging categories in the 
Home and Personal Care space. The opportunity is huge as the E-Commerce industry is still largely 
beginning in many parts of the world with... 

 Home and Personal Care Online sales being only 6% of total sales in India, whereas the same is 34% 
in China 

 In USA, E-Commerce channels make up for only 13% of the total Premium Beauty and Personal Care 
sales  

 India is still taking baby steps as the per capita spending in India of USD 205 is 1/15th of USA and 
1/9th of China  

 With internet penetration picking up in India, the next decade will see more digitally-influenced 
shoppers, a younger workforce willing to spend and shop more via the E-Commerce channels; it is 
expected that 25-30% of the FMCG sales will be digitally-influenced in India by 2025 

Other emerging trends to propel growth 

 The next decade will see boundaries blurring and the commingling of regulations, sustainability, 
safety and innovation 

 Natural or nature-derived preservatives 

 Sulphate-free ingredients – Mild Surfactants 

 Ingredients derived from natural renewable feedstocks – APG 

 Ingredients which are bio-degradable, cleaner and safer (plant-based) 

 Low level of 1,4 dioxane 

Exhibit 22:  Typical response of E-commerce launch vis-à-vis offline launch 

 
Source: MNCL Research  

 

How this benefits Galaxy??? 

 Emergence of Niche Players and Private Labels – While the multinationals to non-multinationals 
share in the Home and Personal Care space currently stands at 40:60 in the developed markets, the 
same is completely opposite when it comes to the developing markets with multinationals having 
60-66% of the overall Home and Personal Care market share. 

 Rapid pickup of E-Commerce along with funding for various start-ups in the Home and Personal Care 
space shall ensure emergence of strong private labels in the developing markets going ahead. This 
shall also create opportunities for companies like Galaxy to collaborate and share their expertise 
built over the years, thus enabling the rapid growth of niche categories as well as ensuring pick-up 
of specialty portfolio in the developing countries. 

 

India is still relatively 
small when it comes 
to e-commerce, 
however regional and 
niche players are 
finding it an 
extremely useful 
platform for its 
products 

Fun Fact - 65% of the 
Indian Moms make 
their purchasing 
decisions for their 
kids basis the quality 
and safety of 
ingredients 
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Incremental growth to drive Specialty Surfactants; Performance Surfactants to 
continue steady growth  

The company has continuously diversified its product profile to address the needs of a diverse range of 
customers and applications. Galaxy’s Performance Surfactants range includes anionic surfactants and 
non-ionic surfactants, and comprises over 45 product grades. Specialty Care Products range comprises 
over 155 product grades, and includes amphoteric surfactants, cationic surfactants, UV filters, 
preservatives, preservative blends and surfactant blends, specialty ingredients such as mild surfactants, 
syndet and transparent bathing bars and proteins, fatty alkanolamides and fatty acid esters, and other 
products. In aggregate, the company's product portfolio currently comprises over 200 product grades. 

Performance Surfactants often serve as substantive raw materials for customers’ end products, and 
Galaxy's Specialty Care Products are characterized by the unique functionality that they add to 
customers’ end products. We believe that the company's products find applications in products designed 
for end users in the entire spectrum of ‘mass’, ‘masstige’ and ‘prestige’ socio-economic segments. 

Exhibit 23: Performance Surfactants – Steady volume growth  (MTPA) 

 
Source: Company, MNCL Research 

Performance Surfactants are primarily utilized as raw materials for end products that can be 
considered as ‘consumer staples’. As these products cater to basic needs such as personal hygiene and 
sanitation, consumers are often unable or unwilling to cut them out of their budgets regardless of 
their financial situation. We believe that the relatively inelastic demand for customers’ end products 
helps ensure a demand for the products that the company manufactures whilst also highlights the 
company's ability to weather economic downturns that may affect specific geographies.  

Galaxy’s Performance Surfactant business reported steady 6% CAGR over FY15-20, driven by strong 
inroads into the Indian and AMET markets. We estimate Galaxy’s performance segment to register 6% 
and 7% volume and revenue CAGR, respectively, over FY20-23E. Growth in underpenetrated 
categories within the HPC industry, higher market share in newer and under-penetrated geographies 
would drive this growth. 
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The products within 
this segment are 
functional in nature 
and reflect large 
volume consumption; 
these performance 
products are essential 
in all rinse-off 
formulations in mass, 
masstige and prestige 
categories and 
therefore have large 
volume consumption 
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Exhibit 24:  Performance Surfactant Revenue growth in-line with volume growth (Rs mn) 

 
Source: Company, MNCL Research 

Specialty Surfactants - To drive incremental growth 

Galaxy with its wide portfolio of specialty care products (which includes mild surfactants, sunscreens, 
non-toxic preservatives, syndet and transparent bathing bars), is well equipped to capitalise on emerging 
trends. Specialty care products find application in high end home and personal care products and are 
very prominent in developing countries.  

The last 10 years (i.e. during 2010-20) have seen Galaxy’s specialty revenue grow 5x from `193cr in 2009-
10 to `1,000cr+ in 2019-20. The preservatives portfolio, which addresses the ‘Paraben Free’ trend has 
grown from `20cr in 2008-09 to `250cr+ in 2019-20. Mild surfactants, specialty ingredients, which caters 
to the ‘sulphate free’ trend have become a `100cr portfolio for Galaxy today. 

Specialty segment enjoys higher margins (+20%) as compared to performance surfactants. The company 
has gradually increased its focus towards specialty segment with it having over 155 products under its 
product basket.  

Exhibit 25: Specialty segment volume (MTPA) 

 
Source: Company, MNCL Research 
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The products within 
this segment are 
niche and premium in 
nature and 
competition in the 
segment is also 
limited (oligopolistic 
for most products); 
this enables the 
company to quote a 
premium on the 
products, and hence, 
earn and maintain 
higher margins 
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Exhibit 26: New emerging categories to drive revenue growth (Rs mn) 

 
Source: Company, MNCL Research  

We estimate 9% revenue CAGR for Galaxy’s specialty care product business over FY20-23E to Rs12.6bn 
in FY23E. This would cause the share of this segment in the overall pie to gradually rise from 37% 
currently to 39% by FY23E.  

Rapid pickup of E-Commerce along with funding for various start-ups in the Home and Personal Care 
space shall ensure emergence of strong private labels in the developing markets going ahead. This shall 
also create opportunities for companies like Galaxy to collaborate and share their expertise built over 
the years, thus enabling the rapid growth of niche categories as well as ensuring pick-up of specialty 
portfolio in the developing countries 

Exhibit 27: How things will shape up 

 
Source: Company, MNCL Research  
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We do expect 
speciality care to 
move up the ladder, 
however we don’t 
expect any significant 
change in revenue 
mix from here on  



 

 

 

19 
Initiating Coverage 

Galaxy Surfactants 

Exhibit 28: EBITDA/T to increase with increase in Specialty revenue 

 
Source: Company, MNCL Research 

Specialty segment enjoys higher margins (+20%) as compared to performance surfactants. The 
company has gradually increased its focus more towards specialty segment with it having over 145 
products under its product basket.  
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Strong R&D = Biggest MOAT 
Galaxy contributes significantly to customer needs through its strong R&D and innovation capabilities. 
In addition to new product developments, the company is also into process innovation, which enables 
cost efficiencies. Galaxy’s R&D capability is not mere molecule development, but also includes 
identifying consumer trends prior to developing products through active customer engagement. 

Galaxy’s R&D team comprises 74 professionals. One R&D centre is located at Navi Mumbai, with one 
pilot plant at Tarapur, Maharashtra, conducting trial runs of new production processes and products 
(prior to commencement of commercial production) and an upcoming second at Tarapur. The 
company’s R&D expenditure is less than 2% of sales, despite immense focus on the segment. 

As part of Galaxy’s ‘Consumer to Chemistry’ motto, they have undertaken collaborative product 
development with its customers, which helps its customers in choosing the ‘right technology with the 
right application’. Company has adopted an innovation funnel model of product development, which 
enables them to customize products in-line with customer expectations and consumer preferences. 

 

Exhibit 29: Innovation Funnel 

 
Source: Company, MNCL Research  

Exhibit 30: Total of 78 approved patents  

Countries no of Patents  

India 16 

USA 17 

Europe 5 

ROW 9 

Globally Applied 13 
Source: Company, MNCL Research  

Exhibit 31: Number of products added over the years 

 
Source: Company, MNCL Research  
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Customers prefer to 
source tested 
products from 
established suppliers 
like Galaxy to avoid 
expensive and 
lengthy validation 
tests; a lengthy 
approval process also 
restricts sourcing 
from new players, 
which explains why 
customers prefer 
sourcing products 
from limited suppliers  
 
Galaxy’s strong R&D 
team has enabled the 
company maintain 
strong relations with 
its clients 
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Exhibit 32: Key launches  

Product Description 

GalFUSION LLDC 
A high performing, safe, eco friendly, specially designed premium surfactant concentrate for 
Fabric care was commercialized. 

Galsoft TiLS 
A non-skin irritant, sulfate free, oil based surfactant system for cleansing formulations, for 
ultra-gentle cleaning of dry and sensitive skin was commercialized. 

Galsoft TiLS (G) 
It provides ease to formulators to prepare natural oil based personal cleansing compositions 
with superlative bathing experience in terms of skin mildness, lather property, sensory and 
hydration of skin.  

Galguard Tetra 
It is a preservative for personal care products which is compatible with most of the 
formulations. 

Galguard Trident S 
A broad spectrum preservative was launched for personal care products. It is free from any 
toxic ingredients which makes it a unique solution for rinse-off and leave-on formulations 
including solid formulations. 

Galsoft GLI 21 
Is an ultra-mild sulfate-free cleanser made and commercialized last year using our patented 
technology.  

Source: Company, MNCL Research   

Exhibit 33: Emerging segments providing further opportunities 

 
Source: Company, MNCL Research 

Galaxy’s product manufacturing life cycles are linked to those of customers, which span over years 
(typically 6-7), or even decades in the case of some products. The process for quality and safety is 
expensive. MNC customers typically take 2-3 years to approve a new product before commercial 
production.  

What further works in favor of Galaxy is the product approval process where it takes close to 3-5 years, 
working closely in some cases with the client for the product to be developed which provides a long 
term visibility for revenue. For local clients, the company undertakes R&D and the innovation, which 
further gives comfort on the long term prospects.  Further, since the clients are dealing with HPC 
segment and surfactants are an integral part of the product and propensity to change vendors is 
minimum. 

We believe this is one of the biggest entry barriers and also one of the biggest strengths for the company.  

Manufacturing efficiency – Plant location provides unique logistic benefits 

The surfactant industry is highly competitive, operating on low margins (average 7-8%). As a result, large-
scale manufacturing capabilities and improving cost efficiencies are key competitive advantages for 
profitable and sustainable growth in this industry. Large-scale manufacturing capabilities enable Galaxy 
to price its products competitively and provide stiff competition to new entrants. 

Management believes Galaxy’s high asset turnover (2.2x) and 20%+ return ratios explain the company’s 
efficiency versus peers. Galaxy’s manufacturing infrastructure involves continuous manufacturing 

Some of these new 
launches have been 
highly successful for 
the company and ~5% 
of revenue in Q3FY21 
was derived from 
these products   
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process for performance products and batch process manufacturing for specialty care. Consequently, 
we believe the company is well equipped to cater to both small and large consignments. 

The company has 7 strategically-located manufacturing facilities, out of which 5 are located in India and 
2 are located overseas. The company has set-up 1 pilot plant at Tarapur, Maharashtra, for the scaling up 
of new products and processes from lab-scale to plant-scale. Out of its 5 manufacturing facilities in India, 
3 are located at Tarapur, Maharashtra, 1 is located at Taloja, Maharashtra, and 1 is located at Jhagadia, 
Gujarat.  

Many of its key customers have audited and approved its manufacturing facilities and processes, which 
has helped the company establish reputation and reliability as a supplier of high-quality products and 
customized solutions, and also enabled to receive recurring business as well as attract new customer. 

Exhibit 34: Plant Location 

 
Source: Company  

 

 
 
 
 
 

All the plants are 
strategically located, 
thereby providing 
logistic advantage to 
the company; large 
scale manufacturing 
enables economies of 
Scales thereby, 
helping the company 
price the product 
competitively, hence 
neutralizing any 
threat of new entrant  
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Financial Analysis- Serious Cash Generating machine 

Steady revenue growth despite increase in competition 

Galaxy Surfactants has seen its revenue grow at a steady 7% CAGR over FY15-20 led by 8% volume 
growth. However, the growth in Q4FY20 was impacted on account because of Covid. Further, FY20 also 
saw strong recovery in the Egypt market, which had seen a sharp decline in FY19. Overall, performance 
surfactants posted a CAGR growth of 8%, while performance surfactants posted a growth of 6% over 
FY15-20. Specialty segment posted a volume CAGR of 8% over the same period while revenue grew by 
7% over the same period. For 9MFY21, performance surfactants posted a volume growth of 9.3%, while 
specialty care posted a decline of 4.4%. Going forward, we estimate 6% and 8% volume and revenue 
growth, respectively, over FY20-23E, driven by traction in new launches in the specialty product care 
business, increased utilization of ramped up capacity in performance surfactants (recent 
commissioning), and expected growth in emerging markets, likely supported by recovery in pick up in 
domestic market. 

Exhibit 35: Revenue growth (Rs mn) 
 

 
 

Source: MNCL Estimates , 

Exhibit 36: Volume growth (MTPA) 

 
Source: , MNCL Estimates , 

Premiumization and specialty segment to drive margin expansion. We estimate Galaxy to report 12.1% 
EBITDA CAGR over FY20-23E. We believe EBITDA/t is the right metric to evaluate growth, as Galaxy 
passes on the increase/decrease in key raw material costs to customers. The company reported steady 
increase in EBITDA/t from Rs12,288/t in FY15 to Rs16,384/t in FY20, with EBITDA margins improved from 
10.1% to 14.2% during the same period. Galaxy Surfactants’ (GSL) Q3FY21 adjusted EBITDA/t at Rs. 
20,514/t adjusting for one time impact, came at around ~18k/t. It raises confidence on sustainability of 
higher profitability, and management has increased its guidance under this parameter by 6-7% to Rs16-
18 (from Rs15-17).  
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In our view, the guidance upgrade has come from strong performance in new-age products including 
mild surfactants, preservatives and proteins. We expect these product categories to sustain >20% 
revenue growth in the foreseeable future, and create more headroom for EBITDA/T expansion. We 
expect EBITDA/t to improve to Rs19,855/t in FY23E, with 235bps improvement in EBITDA margin to 
16.5% over FY19-23E, driven by increasing contribution from specialty care products and positive 
operating leverage. Overall EBITDA is expected to post a growth of 13% over FY20-23 to Rs5,359mn 

Exhibit 37: Strong margin expansion (Rs mn) 

 
Source: , MNCL Estimates  

Exhibit 38: EBITDA/t – Growing on the right part 

 
Source: MNCL Estimates  

PAT to grow in-line with EBITDA 

Galaxy has reported a PAT growth of 28% over FY15-20 and we expect the company to post a growth of 
15% over FY20-23E to Rs3,468mn. Strong operating leverage along with lower interest cost is likely to 
aid PAT growth. 
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Exhibit 39: PAT to grow in-line with EBITDA (Rs mn) 

 
Source: MNCL Estimates  

Serious cash generating machine – FCF generation one of the biggest 
positives for Galaxy  
 
One of the biggest advantages the company enjoys over its peers is serious cash generating machine. 
The company’s cash generation is easily comparable to major FMCG companies.  Galaxy has generated 
healthy free cash flow of over ~Rs5.5bn over FY15-20 led by efficient working capital management and 
moderate capex. The company has positive free cash flow over the last 6 years. In the past years, the 
company has converted nearly 5% of revenue into FCF.  
 
The strong cash generation underscores a solid business and the management’s ability to expand multi-
fold with internally generated funds and still deliver surplus cash for the shareholders. While the 
company is expected to continue its capex plan (~3bn over the next 3 years), we expect the strong cash 
generation is likely to continue going forward as well. The company is expected to generate FCF of 
around Rs8bn over FY20-23E. Further, the company has a robust dividend payout policy, which is 
expected to continue going forward. 

Exhibit 40: Consistent FCF generation (Rs mn) 

 
Source: MNCL Estmates 
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Exhibit 41: Strong dividend payout (Rs) 

 
Source: MNCL Estmates 

Exhibit 42: Cash EPS vis-à-vis EPS (Rs) 

 
Source: MNCL Estimates  

High asset turnover to aid in maintaining healthy return ratios 

GSL’s asset light business model enjoys higher asset turnover of ~2.5x, which results in strong return 
ratios. Going ahead, with sustained strong asset turns of ~2.5x, the company’s ROCE is likely to remain 
healthy in the range of 26-28%. ROE is likely to dip on account of higher equity multi-player. What further 
gives us confidence is that the company’s investments are also planned in line with customer needs, 
thus providing better return on investments. Management has internally set their own hurdle rate for 
investments (higher than the cost of capital) which can be witnessed from the high return ratios 
achieved in the past and which is likely to continue going forward. 
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Exhibit 43: Healthy expansion in ROCE  
 

 
Source:  MNCL Estimates 

 

Exhibit 44: High asset turnover 

 
Source: MNCL Estimates 

Peer Valuation- Why we believe the current valuation doesn’t do 
justice? 

In the above table we have compared Galaxy to players who have a higher presence in the consumption 
segment since the company doesn’t really have a peer. While the above table clearly demonstrates 
Galaxy has one of the strongest FCF generation, best in class asset turnover and fairly stable return 
ratios, the valuations are not as commanding as compared to the likes of Rossari. Based on our 
understanding, we have created a scorecard which would further help our understanding and further 
increase our conviction on Galaxy.  

Exhibit 45: Peer Group Comparison 

Company  OPM D/e ROE ROCE FCF 
Asset 

Turnover 
FY22PE FY23PE 

FY22e 
EV/EBITDA 

(x) 

FY23e 
EV/EBITDA 

(x) 

Aarti Surfacant 7.00% 1.0x 2% 6% -66 1.4x na na na na 

Rossari Biotech 17.00% 0.23x 32% 38% -210 1.5x 47x 35x 29.7 23.13 

Fine Organic 23.00% 0.20x 30% 33% 1,450 1.3x 36x 29x 23.8 20 

SH Kelkar 15.00% 0.44x 4% 7% 1,600 0.7x 11x 10x 7.5 6.6 

Galaxy 14.20% 0.30x 24% 24% 1,746 3.9x 27.1x 23.8x 17.2 15.0 

Source: MNCL, Bloomberg, Ace Equity  
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Exhibit 46: MNCL Scorecard  

Company  Client relation Innovation R&D Earnings Balance sheet Final Score 

Aarti Surfactant 3 2 3 Na 3 11/25 

Rossari Biotech 4 4 5 4 4 21/25 

Fine Organic 3 4 4 4 5 20/25 

SH Kelkar 2 4 4 3 4 16/24 

Galaxy 5 4 5 4 5 23/25 

Source: MNCL 

 

While based on our understanding, we have derived the above scorecard. We have given clear 
importance on innovation and R&D, which we believe are the most important elements. Further, we 
have given high importance to the balance sheet strength. From the above scorecard, it is clear that 
Galaxy stands strong over its peers. What works in favor of Galaxy is high entry barriers coupled with 
constant innovation, which has enabled the top MNCs to choose Galaxy as their preferred supplier. 
Further, strong cash generation along with its strong return ratios merit a high score. 

Exhibit 47: How Galaxy Stand Vis-à-vis other Companies in Speciality Chemical   

Company  OPM D/e ROE ROCE FCF Asset Turnover FY22PE FY23PE 
FY22e 

EV/EBITDA 
(x) 

FY23e 
EV/EBITDA 

(x) 

Aarti  21% 0.70x 19.5% 15.9% (512) 0.7x 30x 23x 17.9 14.6 

Atul 24% 0.03x 22.7% 28.2% 5,074 1x 26x 22x 17.2 14.8 

PI Industries 23% 0.2x 18.6% 23.1% 238 0.7x 37x 31x 24.8 20.5 

Vinati Organic 40% - 28.7% 36.6% 1,058 0.8x 53x 35x 32.5 28.2 

SRF 22.4% 0.82x 22.5% 15.1% 5,887 0.7x 24x 20x 17.3 15.0 

Navine  Fluorine 28% 0.00x 32.4% 20.9% 2,600 0.6x 43x 29x 30.2 20.1 

Rossari Biotech 17.0% 0.23x 31.9% 38.0% (210) 1.5x 47x 35x 29.7 23.1 

Galaxy 14.2% 0.30x 23.7% 23.9% 1,746 3.9x 27.1x 23.8x 17.2 15.0 

Source: MNCL, Bloomberg, Ace Equity 

While not an apple to apple comparison, we have prepared a small table on major specialty Chemicals 
companies in order to see where Galaxy stands. While most of the companies are leaders in their own 
respective areas, there are a few things we would like to highlight. Most of these companies are highly 
commoditized and purely a chemical company. We believe Galaxy is more FMCG play though it lacks 
brand and marketing channel. While the current margins are lower as compared to the pure chemical 
companies, Galaxy has enough scope to grow given its focus towards innovative products. Further, we 
believe margins for other specialty chemical players are largely dependent on RMAT scenario, which to 
a large extent is not the case for Galaxy due to pass through nature and agreement with clients. Further, 
the company’s asset turnover is significantly higher than those of its peers.  

We further believe, Galaxy deserves a higher valuation multiple compared to other chemical 
companies due to its higher return ratios and strong visibility on earnings growth. The company is also 
not exposed to the otherwise general risks faced by chemical companies, such as commodity price 
fluctuations and cyclicality. We believe the value of Galaxy multiple should be higher than chemical 
companies and lower than FMCG companies, given the nature of its products. 
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High Entry Barriers= Premium Multiple 
Since its inception in 1986, Galaxy has followed certain principles such as: (1) focus on a single customer 
category – hence consumer care ingredients; (2) green – mostly oleo-chemicals; and (3) investment into 
R&D – despite being in emerging markets, it has ~35% of revenues coming from specialty care products, 
and supplies to mature markets such as Europe and the US.  

The company is a leading manufacturer of surfactants in India with a strong global presence (produces 
200+ products, serving 170+ customers across 75 countries). Galaxy’s ability to provide end-to-end 
solutions to the HPC value chain, offer customized solutions and adhere to high-quality standards has 
helped it retain customer stickiness. 

Galaxy’s customers operate within the consumer centric personal & home care segments where a 
number of its products enjoy a strong position in the ingredients value chain. Accordingly, it benefits 
from high growth in the FMCG industry, which is largely unaffected by economic cycles.  Lifecycle of its 
customers is linked to that of customers’ product, which may be several years or even decades in case 
of some products. 

The business model involves working closely with customers in innovating and developing technologies 
that can be applied effectively to enhance operational efficiency and performance of the customer’s end 
products. Thus, the technical & specialized nature of the business, sustained R&D, meeting 
prequalification, stringent quality benchmarks and certification serve as entry barriers to new players in 
the market. Product approval in case of certain products can be less than a year, in certain cases one-
two years and even more for certain products. As a result, customers are particularly sticky.  

Going forward, we estimate 6% and 8% volume and revenue CAGR, respectively, over FY20-23E, driven 
by traction in new launches in the specialty product care business, increased utilization of ramped up 
capacity in performance surfactants (recent commissioning), and expected growth in emerging markets, 
likely supported by pick up in domestic market. We expect EBITDA/t to improve to Rs19,855/t in FY23E, 
with 235bps improvement in EBITDA margin to 16.5% over FY19-23E, driven by increasing contribution 
from specialty care products and positive operating leverage. Overall EBITDA is expected to post a 
growth of 13% over FY20-23 to Rs5,359mn. We expect the company to post a PAT growth of 15% over 
FY20-23E to Rs3,468mn. Strong operating leverage along with lower interest cost is likely to aid PAT 
growth.  

We believe Galaxy deserves a higher valuation multiple compared to other chemical companies due to 
its higher return ratios and strong visibility on earnings growth. The company is also not exposed to the 
otherwise general risks faced by chemical companies, such as commodity price fluctuations and 
cyclicality. 

Hence, we assign a PE multiple of 30x (premium to other chemical companies as discussed above) on 
FY23E earnings of Rs97.9 post which we arrive at a target of Rs2,936, an upside of 26% from current 
levels. While current and attributed valuations may appear demanding, we strongly believe they are 
justified in view of above mentioned prospects. 

Exhibit 48: Valuation  

P/E Valuation FY23E 

EPS (Rs) 97.9 

P/E (x) 30 

Fair Value/share (Rs) 2,936  

  

EV/EBITDA Valuation FY23E 

EBITDA (Rs mn) 5,358.8 

Ascribed EV/EBITDA (x) 20 

EV (Rs mn) 1,07,176 

Add: Net Cash (Rs mn) 1,654 

Fair value mkt cap (Rs mn) 98,112 

No. of shares (mn) 35.45 

Fair Value/share (Rs) 3,070 

Source: MNCL Research Estimates 
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Alternatively we also use EV/EBITDA multiple to value Galaxy given the capital intensive nature of 
industry and volatility in RMAT prices. The company has historically traded in the range 18-20x, and has 
traded at high valuation given its robust business model bolstered by high entry barriers, customer 
stickiness, healthy margin and robust free cash generation, which has ensured consistency in return 
ratios over the past five years— RoE has averaged at 23.9%. 

Scenario – Bull vs Bear Case 

Bull Case: Under this scenario we assume a higher growth in specialty care ingredient volume, which 
invariably will lead to higher EBITDA/T. We assume the new product in specialty care ingredients will 
report a higher growth. 

Bear Case: While we do believe the down side risk for the company remains relatively low, we would 
like to present a scenario where the company sees some slowdown in key markets of Egypt and higher 
competition in domestic market as witnessed in 2016. 

Exhibit 49: Bull vs Bear Case  

Scenario Analysis 
Bull Case Bear Case 

FY22E FY23E FY22E FY23E 

Performance Surfactants 19,139 20,498 15,881 15,719 

YoY  7%  -1% 

Speciality Care 12,426 13,700 9,337 9,425 

YoY  10%  1% 

Total Revenue 31,565 34,198 25,218 25,144 

YoY  8%  0% 

EBITDA/T 19,607 20,587 17,572 16,693 

YoY  5%  -5% 

EBITDA 5,176.66 5,707.27 3,951.64 3,744.67 

YoY  10%  -5% 

OPM 16.40% 16.69% 15.67% 14.89% 

YoY  29 bps  -78 bps 

PAT 3,345.9 3,624.9 2,673.1 2,665.2 

YoY  8%  0% 

EPS 94.38 102.26 75.41 75.18 

YoY  8%  0% 

Price (Rs)  3,578.65  1,879.58 

Source: MNCL Research 

From the above, it is clear that the down side risk for the company remains capped given the nature of 
the business. Galaxy plays an important role for any FMCG company as it is directly involved in the 
planning as well as the product development stage. Regional players/niche players are highly dependent 
on Galaxy’s product innovation. The fact that no client has left Galaxy over the last 5-8 years is testimony 
to work done by Galaxy. 
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Key risks to our thesis 
Availability/quality of raw materials: Nearly 52% of Galaxy’s total raw material requirement comes 
from fatty alcohol (lauryl alcohol) sourced from South East Asia. Price of raw materials fluctuate as per 
volatility in monsoons, import duty or supply/demand. Although Galaxy passes on the increase/ 
decrease in raw material costs to customers, significant fluctuations in raw material prices could impact 
the company’s financials. 
 
Foreign currency fluctuation: Company generates its international revenues in USD, and it is also 
dependent on imports of raw materials from South-East Asia. Any unfavorable movement in currency 
can impact the company's performance.  
 
Geopolitical, or unfavorable regulation changes in Egypt 
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Corporate Governance 
We believe that sound corporate governance is necessary for enhancing the trust of shareholders and 
other stakeholders. We have undertaken a detailed corporate governance study covering broad aspects 
such as the composition of the board of directors, independent directors, compensation paid to the 
promoter directors and independent directors, details of auditors, nature and amount of contingent 
liabilities, related party transactions and CSR expenditure. 

MNCL Research’s AQCG Score 

We analyse the company’s accounting quality and corporate governance based on MNCL’s proprietary 
AQCG score, which accounts for 14 different attributes in the accounting and corporate governance 
domain for at least 5 years and back tested on BSE 500 companies.  

AQCG Score: 73% and 1rd quadrant 

Interpretation of the score: A score of 73% signifies that Galaxy’s financial reporting and governance 
policies are well in compliance with the widely accepted regulations, raising no red flags. Being in the 
first quadrant with score of 73% shows the highest level of corporate governance being followed with 
almost all the parameter well within the limit.  

Promoters and promoter group shareholding analysis 

The company was founded in 1986 by five friends, Unnathan Shekhar (Managing Director), G. 
Ramakrishnan (non-executive Director), Shashikant Shanbhag (retired in 2014), Late C.R. Ramakrishna 
and Late Sudhir Pati. The company was listed in February 2018. The promoter stake has remained stable 
with a slight increase in the last 3 years. The details of the shareholding and its movement are indicated 
in the chart below. 

Exhibit 50: Promoter holdings have been stable in the last 3 years post listing  

 
Source: Company, MNCL Research  
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Independent directors – Representation analysis 

Galaxy has consistently maintained the share of independent directors at more than 30% for the last 
three years. This imparts greater credibility to the company and ensures well rounded decision making 
in the interests of stakeholders. The presence of a woman on board further confirms to the regulations 
laid in Company’s Act 2013. The details of the board composition are as follows: 

Exhibit 51: Board Composition 

Particulars FY18 FY19 FY20 

       

Total Strength 12 12 12 

Promoter Executive Director 4 4 5 

Non-Executive Directors  4 4 3 

Independent Directors 4 4 4 

% Share of Promoters 25% 25% 33 

% Share of Executive Directors 38 38 33 

% Share of Women Director 8% 8% 8% 

% Share of Independent Directors 33% 33% 33% 

Source: Company, MNCL Research 

Executive director and promoter compensation analysis 

The total executive director compensation has not exceeded the permissible limit set by Companies Act. 
The MD’s compensation has not breached the permissible limits. We don’t see a detrimental red flag in 
the director’s compensation. Details of the compensation are shown in the following table: 

Exhibit 52: Executive Director Compensation 

Designation (compensation in Rs mn)  FY18 FY19 FY20 

 Managing Director 21 23 19 

- % share of PAT 1.0% 0.8% 0.6% 

-Whole Time Director                  45                      48                       37  

- % share of PAT 2.1% 1.7% 1.3% 

- Ceiling for executive Directors as per act (Rs mn)                 181                    253                       238  

- Total executive director compensation 66 70.4 56 

- Salary earned as a % of ceiling 36% 28% 23% 

- % share of PAT 4.3% 3.7% 2.4% 

Source: Company, MNCL Research 

Independent directors – Compensation analysis 

The independent directors were collectively paid Rs8.4mn in FY20 equivalent to 0.36% of PAT. There 
were total 6 board meetings that happened during the year and as per the company law, sitting fees 
paid to Galaxy’s independent directors is well within this permissible limit. The details of the same are 
as follows: 

Exhibit 53: Independent Directors & their Compensation 

Name Sitting fees (Rs mn) Commission (Rs mn) FY19 Compensation (Rs mn) 

M. G. Parameswaran 1.4 1 2.4 

S.Ravindranath 1.1 1.2 2.3 

Subodh S.Nadkarni 1.1 1 2.1 

Nandita Gurjar 0.6 1 1.6 

Total 4.2 4.2 8.4 

As % to PAT 0.18% 0.18% 0.36% 

Source: Company, MNCL Research 
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Contingent liability analysis 

The company does not make provisions for these contingent liabilities as it considers them safe. The 
disputed statutory claims are regarding customs duty demands against which appeal has been made in 
the respective court and the company is confident that these demands will likely be deleted. The details 
are as follows:  

Exhibit 54: Contingent liability 

(Rs mn) FY18 FY19 FY20 

Bank Guarantee 1,066 51 378 

Excise duty & Service tax 58 40 28 

 Income tax                      -    10 10 

Sales tax 27 53 69 

Custom duty 82 81 82 

Customer claim 36   

Total 1,269 234 567 

Net worth 7,188 8,767 10,678 

Contingent liabilities as a % of Net worth 17.60% 2.70% 5.30% 

Source: Company, MNCL Research 

Related party transaction analysis 

We believe that these transactions form part of usual operations and do not raise any red flags.The 
details are as follows: 

Exhibit 55: Related party transactions 

(Rs mn) FY18 FY19 FY20 

Purchases 84.8 265.6 46.2 

sales 1833.1 2220.6 2064.2 

Remuneration 66.1 70.4 55.9 

Finance 10.7 9.4 17.2 

Dividend Distributed 43.2 88.8 215.6 

Other Transaction 10.7 11.4 12 

Outstanding 2726.4 2999.3 2487.9 

Guarantees given on behalf for Subsidiaries 1066.3 50.7 378.4 

Total 5841.3 5716.2 5277.4 

Source: Company, MNCL Research 

Auditor compensation analysis 

Galaxy has appointed Deloitte Haskins & Sells LLP as joint statutory auditors in FY17 for a period of 5 
years. The auditor compensation is well within the prescribed limits. The details are as follows: 

Exhibit 56: Auditors 

Auditor Name Type Auditor Since Auditor Fees – FY20 (Rsmn) As % to PAT 

Deloitte Haskins & Sells LLP.  Statutory FY17 13.9 06 

Source: Company, MNCL Research 
 

CSR activity analysis 

Company has undertaken projects in the area of health and hygiene, education, woman empowerment, 
community development, etc. Following are the details: 
Exhibit 57: CSR activity spend 
Year Prescribed Expenditure (Rs mn) Total Spend (Rs mn) Total spend as % of prescribed limit 

FY20 35.8 33.2 93% 

FY19 31.9 30.2 94% 

FY18 31.4 25.6 82% 

Source: Company, MNCL Research 
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Company Background 
A Journey that began in 1980 shall enter its 41th year in 2021. This journey started with five men who 
never gave up — men who had the will of steel and desire to excel at all points. It is their commitment, 
sacrifice, never say die spirit, trust, and above all, the dream to run a marathon has brought Galaxy 
where it is today. (How did it start: https://youtu.be/TPKuDazTUl0) 

The company has evolved from a secular business by cementing long standing relations with MNCs, 
regional and local players. The company remains focused manufacturer of oleochemicals based 
surfactants that are used in consumer centric formulation. 

Galaxy primarily operates in two key segments, performance surfactants (61% of revenues in FY20) and 
specialty care products (balance 39%), which find applications in the HPC segment (shampoos, 
conditioners, body wash formulations, soap bars, liquid soaps, toothpastes, laundry detergents and 
dishwashing).   

The company’s constant and focused effort in product portfolio expansion through R&D has helped it 
evolve from being a local supplier to FMCG companies in India to a global supplier to multinational FMCG 
companies.  

The company has over 45 product grades in performance surfactants and over 165 in specialty care. The 
company supports its large customer base through its wide product portfolio in a number of 
geographies. 

 

Exhibit 58: Revenue split Exhibit 59: Revenue split 

  
Source: Company, MNCL Research Source: Company, MNCL Research 

Plant location and capacity 

Exhibit 60: Plant location  

Location No of Units Installed Capacity 

Tarapur, Maharashtra 3 33,647 MTPA 

Taloja, Maharashtra 1 153,741 MTPA 

Jhagadia, Gujarat 1 131,000 MTPA 

Suez, Egypt 1 117,500 MTPA 

New Hampshire, USA 1 600 MTPA 

Source: Company, MNCL Research 
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Exhibit 61: Time line  

 
Source: Company, MNCL Research 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

•1986- Incorporated 

•1984- New plant at 
Tarapur for 
Ethoxylates, 
Phenoxyethanol, 
Sunscreens

1986-1984

•1994- New plant at 
Tarapur

•1995- Acquisition of 
Galaxy Chemicals

•1997: Sulfonation 
plant setup at Taloja 
and Research Centre 
at Navi Mumbai

•1998: Commissioning 
of new plant in Taloja

1994-1998

•2004: Setting up of 
EOU at Taloja

•2009- Acquisition of 
Tri-K Industries

•2009- Galaxy 
Chemicals Egypt 
S.A.E. & Rainbow 
Holdings GmbH 
became step down 
subsidiary

2000-2010

•2011: Commissioning 
of Egypt and Jhagadia 
Plants

•2014: Purchase of 
business of 
Surfactants 
International LLC

•2016: Expansion of 
Jhagadia Plant for 
mild surfactants

•2018- IPO

2010-2020
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Exhibit 62: Key Management Personnel 

Name Designation Profile 

Mr. Unnathan 
Shekhar 

Promoter, 
Managing Director 

He has been associated with the Company since May 20, 1986. He holds a Bachelor's Degree in Chemical Engineering from 
the University Department of Chemical Technology, Mumbai and a Post Graduate Diploma in Management from Indian 
Institute of Management, Calcutta. He has over 30 years of experience in the chemical manufacturing industry. He is a 
recipient of the “Distinguished Alumnus Award for 1998” conferred by the University Department of Chemical Technology 
Alumni Association. As a Managing Director of the Company, he looks after overall management of Company's Business 
and Operations. 

Mr. Kasargod 
Ganesh Kamath 

 
Executive Director 
(Finance) & Chief 
Financial Officer 

He has been associated with the Company since September 10, 2004. He is a qualified Company Secretary from The 
Institute of Company Secretaries of India and a Cost Accountant from the Institute of Cost and Work Accountants of India. 
He was also an associate of The Institute of Bankers, London and The Indian Institute of Bankers. He also holds a Bachelor 
of Laws (LL.B.) degree from the Mangalore University. He joined the Company in 2004 as General Manager – Finance and 
Company Secretary. As the Executive Director-Finance & CFO, he looks after Finance, Information Technology and Systems 
and Corporate Governance Processes. 

Mr. K. Natarajan 
Executive Director 
& Chief Operating 
Officer 

He has been associated with the Company since April 21, 1993. He holds a Bachelor’s Degree in Commerce from University 
of Mumbai and is a Cost Accountant from the Institute of Cost and Works Accountants of India. He completed the Advanced 
Management Programme from the Harvard Business School in May 2016. 

Mr. Shekhar 
Ravindranath 

Chairman, Non-
Executive 
Independent 
Director 

He has been associated with the Company since June 29, 2007. He was a fellow member of The Institute of Cost 
Accountants of India. He had been associated with Hindustan Unilever Limited for more than 30 years in various capacities. 
He was the former Managing Director - Foods Division, Executive Director (Beverages) and Divisional Vice President 
Commercial for Detergents at Hindustan Unilever Limited. 

 
Mr.Gopalkrishnan 
Ramakrishnan 

Promoter, Non-
Executive Director 

He has been associated with the Company since May 20, 1986. He holds a Master's Degree in Commerce from University 
of Bombay. He is a 'fellow member' of The Institute of Chartered Accountants of India and the Institute of Cost and Works 
Accountants of India. He is also a qualified Company Secretary from The Institute of Company Secretaries of India. He has 
over 30 years of experience in Personal and Home Care in the area of Business Creation and Marketing. 

Dr. Nirmal Koshti 
Non- Executive 
Director 

He holds a Ph. D. in Organic Chemistry (University of Bombay) and has several years of post-doctoral research experience 
in academia (University of East Anglia, England, New Mexico State University and Texas A & M University, USA). He has 
been associated with the Company since inception and has been looking after research and development division since 
then. He has been in the forefront of creating products, processes and IP for Galaxy. 

Mr. Vaijanath 
Kulkarni 

Non- Executive 
Director 

He has been associated with the Company since June 17, 1995. He holds a Bachelor's Degree in Chemical Engineering 
from Shivaji University, Kolhapur. He is currently the managing director of Galaxy Chemicals (Egypt) S.A.E. 

Mr. Subodh 
Satchitanand 
Nadkarni 

Non-Executive & 
Independent 
Director 

He has been associated with the Company since August 16, 2002. He holds a Bachelor's Degree in Commerce from 
University of Mumbai. He was a ‘fellow member’ of The Institute of Chartered Accountants of India and The Institute of 
Company Secretaries of India. 

Mr. Melarkode 
Ganesan 
Parameswaran 

Non-Executive & 
Independent 
Director 

He has been associated with the Company since September 24, 2005. He holds a Bachelor's Degree in Chemical 
Engineering from the Indian Institute of Technology, Madras and a Post Graduate Diploma in Management from Indian 
Institute of Management, Calcutta. He is also a PhD from Mumbai University and has completed the Advanced 
Management Program from Harvard Business School. He recently completed his term as Advisor to FCB Ulka Advertising, 
where he had a career spanning 25 years. 

Ms. Nandita 
Gurjar 

Non-Executive & 
Independent 
Director 

She has been associated with the Company since February0 1, 2015. She holds a Bachelor’s degree in Arts and Master’s 
degree in Psychology from Osmania University. She is also an alumnus from the Harvard Business School having completed 
the Advanced Management program in 2014. 

Mr. Uday K. 
Kamat 

Additional Non-
Executive and Non-
Independent 
Director 

He holds a Bachelor’s Degree in Commerce from University of Mumbai. He is an associate member of The Institute of 
Chartered Accountants of India and qualified Cost Accountant from The Institute of Cost and Works Accountants of India. 

Mr. Shashikant R. 
Shanbhag 

Promoter, Non 
Executive Director 

Mr. Shashikant R. Shanbhag holds a Bachelor’s Degree in Commerce from University of Mumbai. He is an associate 
member of The Institute of Chartered Accountants of India and a qualified Cost Accountant from The Institute of Cost 
Accountants of India. He has over thirty five (35) years of experience in Chemical Manufacturing Industry. He is one of the 
promoters of the Company. 

Source: Company, MNCL Research 
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Quarterly Financials& Key Operating Metrics 
Exhibit 63: Quarterly Financials  

Y/E March (Rs mn) 3QFY19 4QFY19 1QFY20 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21 3QFY21 

Particulars          

Net sales 6,794 6,820 6,650 6,488 6,259 6,567 6,072 7,187 6,747 

Cost of Raw materials 
consumed  

4,771 4,662 4,428 4,330 4,216 4,178 3,995 4,577 4,200 

Staff cost  397 427 446 438 432 465 463 498 491 

Other operational 
expenses 

801 778 815 840 789 897 709 896 861 

Operating Profit (Core 
EBITDA) 

824 953 961 880 821 1,026 905 1,215 1,195 

Depreciation 129 129 149 154 164 155 164 167 169 

EBIT 695 824 812 727 657 871 740 1,048 1,026 

Interest 71 79 60 64 58 56 48 32 24 

Other Revenue/Income 10 35 13 13 34 0 7 46 30 

Profit Before Tax 634 780 765 675 632 816 699 1,062 1,032 

Tax 216 209 239 5 152 188 134 245 180 

Profit After Tax 418 571 526 671 480 628 565 817 852 

          

Growth (%)          

Revenue 14% 6% -7% -5% -8% -4% -9% 11% 8% 

EBITDA 9.3% 36.4% 8.3% 1.3% -0.4% 7.7% -5.9% 38.0% 45.4% 

PAT 1% 43% 15% 45% 15% 10% 7% 22% 78% 

           

Margin (%)          

EBITDA 12% 14% 14% 14% 13% 16% NA 17% 18% 

EBIT 10% 12% 12% 11% 10% 13% NA 15% 15% 

PAT 6% 8% 8% 10% 8% 10% NA 11% 13% 

Source: Company, MNCL Research 
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Financials (Consolidated) 
Exhibit 64: Income Statement 

Y/E March (Rs mn) FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

Revenues 18,014 21,613 24,339 27,630 25,964 26,992 29,942 32,477 

Materials cost 12,000 15,260 17,511 19,481 17,153 17,245 19,277 20,688 

% of revenues 67% 71% 72% 71% 66% 64% 64% 64% 

Employee cost 1,444 1,416 1,460 1,604 1,781 1,971 2,160 2,273 

% of revenues 8% 7% 6% 6% 7% 7% 7% 7% 

Others 2,250 2,225 2,491 3,073 3,356 3,445 3,709 4,157 

% of revenues 12% 10% 10% 11% 13% 13% 12% 13% 

EBITDA 2,320.0 2,713.5 2,877.1 3,472.3 3,673.9 4,331.6 4,795.4 5,358.8 

EBITDA margin (%) 12.88% 12.55% 11.82% 12.57% 14.15% 16.05% 16.02% 16.50% 

Depreciation & Amortization 452.2 471.6 485.3 512.0 621.9 709.6 775.6 830.6 

EBIT 1,868 2,242 2,392 2,960 3,052 3,622 4,020 4,528 

Interest expenses 311.9 272.2 305.5 300.0 238.0 105.6 74.8 32.3 

PBT from operations 1,556 1,970 2,086 2,660 2,814 3,517 3,945 4,496 

Other income                   58.7                 104.5                 101.4                 108.2                    74.4                    97.8                 110.0                 129.9  

Exceptional items - - - - - - - - 

PBT  1,615 2,074 2,188 2,769 2,888 3,614 4,055 4,626 

Taxes                    603                     598                     654                     859                     584                     764                 1,014                 1,156  

Effective tax rate (%) 37% 29% 30% 31% 20% 21% 25% 25% 

Reported PAT 1,011 1,476 1,534 1,909 2,304 2,851 3,041 3,469 

Adjusted PAT 1,011 1,476 1,534 1,909 2,304 2,851 3,041 3,469 

Source: MNCL Research Estimates 
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Exhibit 65: Key Ratios 

Y/E March FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

Growth Ratio (%)                 

Revenue -3.8% 20.0% 12.6% 13.5% -6.0% 4.0% 10.9% 8.5% 

EBITDA 10.1% 12.9% 12.6% 11.8% 12.6% 14.2% 16.0% 16.0% 

Adjusted PAT 0.0% 46.0% 3.9% 24.5% 20.7% 23.7% 6.7% 14.1% 

Margin Ratios (%)                 

EBITDA 12.9% 12.6% 11.8% 12.6% 14.2% 16.0% 16.0% 16.5% 

PBT from operations 9.0% 9.6% 9.0% 10.0% 11.1% 13.4% 13.5% 14.2% 

Adjusted PAT 5.6% 6.8% 6.3% 6.9% 8.9% 10.6% 10.2% 10.7% 

Return Ratios (%)                 

ROE 25.2% 29.0% 23.7% 23.9% 23.7% 22.1% 20.0% 19.6% 

ROCE 23.2% 25.8% 24.5% 27.4% 23.9% 25.1% 26.4% 26.7% 

ROIC 9.4% 13.1% 12.1% 13.8% 12.6% 14.6% 13.7% 13.6% 

Turnover Ratios (days)                 

Gross block turnover ratio (x)                     2.3                      2.6                      2.8                      2.8                      2.2                      2.1                      2.1                      2.2  

Debtors                      51                       59                       63                       56                       62                       59                       59                       59  

Inventory 48 54 52 46 46 46 46 46 

Creditors 38 43 49 40 38 38 38 38 

Cash conversion cycle                      61                       70                       65                       62                       69                       67                       67                       67  

Solvency Ratio (x)                 

Net debt-equity                     0.7                      0.5                      0.4                      0.3                      0.3                      0.1                      0.0                    (0.1) 

Debt-equity                     0.8                      0.6                      0.4                      0.3                      0.3                      0.2                      0.1                      0.0  

Interest coverage ratio                     6.2                      8.6                      8.2                   10.2                   13.1                   35.2                   55.2                144.2  

Gross debt/EBITDA 1.5 1.2 1.0 0.7 0.9 0.5 0.3 0.1 

Current Ratio                     1.3                      1.4                      1.5                      1.6                      1.6                      2.1                      2.5                      3.2  

Per share Ratios (Rs)                 

Adjusted EPS                   28.5                    41.6                    43.3                    53.9                    65.0                    80.4                    85.8                    97.9  

BVPS                124.6                 162.2                 202.8                 247.3                 301.2                 363.9                 428.3                 498.7  

CEPS                   41.3                    54.9                    57.0                    68.3                    82.5                 100.4                 107.7                 121.3  

DPS 6 6 7 8 14                17.69                 21.45                 27.40  

Dividend payout % 21% 14% 16% 15% 22% 22% 25% 28% 

Valuation (x)*                 

P/E (adjusted)                   81.6                    55.9                    53.8                    43.2                    35.8                    28.9                    27.1                    23.8  

P/BV                   17.6                    13.5                    10.8                       8.9                       7.3                       6.0                       5.1                       4.4  

EV/EBITDA                   36.9                    31.5                    29.6                    24.4                    23.2                    19.3                    17.2                    15.0  

Dividend yield % 0.28% 0.28% 0.33% 0.38% 0.66% 0.83% 1.01% 1.29% 

Source: MNCL Research Estimates 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

41 
Initiating Coverage 

Galaxy Surfactants 

Exhibit 66: Balance Sheet 

Y/E March (Rs mn) FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

SOURCES OF FUNDS                 

Equity Share Capital 354.5 354.5 354.5 354.5 354.5 354.5 354.5 354.5 

Reserves & surplus 4,063 5,395 6,833 8,413 10,323 12,546 14,827 17,325 

Shareholders' fund 4,417 5,749 7,188 8,767 10,678 12,901 15,182 17,680 

Total Debt  3470 3428 2992 2642 3538 2671 1857 1037 

Def tax liab. (net)                    187                     253                     277                     320                     241                     241                     241  241  

Total Liabilities 8,074 9,429 10,457 11,729 14,457 15,813 17,280 18,958 

Gross Block 7,860 8,435 8,742 9,954 11,541 12,901 14,101 15,101 

Less: Acc. Depreciation 3,502 3,877 4,298 4,792 5,248 5,957 6,733 7,563 

Net Block 4,358 4,558 4,444 5,162 6,294 6,944 7,369 7,538 

Right to use          1,157 1,157 1,157 1,157 

Capital WIP                    508                     103                     249                     826                     660                     300                     400  400  

Net Fixed Assets 4,865 4,638 4,693 5,988 8,111 8,401 8,926 9,095 

Investments                          -                             -                             -                             -                          58                        58                        58  58  

Inventories 2,358 3,174 3,456 3,513 3,250 3,328 3,445 3,559 

Sundry debtors 2,502 3,472 4,182 4,268 4,394 4,511 5,004 5,428 

Cash                    164                     261                     276                     257                     545                 1,111                 1,592  2,692  

Loans & Advances 105 60 100 106 82 82 82 82 

Other assets                1,011                 1,268                 1,847                 1,549                 1,680                 1,771                 1,961  2,124  

Total Current Asset 6,139 8,234 9,861 9,692 10,009 10,860 12,142 13,942 

Trade payables 1,856 2,523 3,278 3,059 2,731 2,662 2,953 3,203 

Other current Liab.                1,007                     898                     778                     851                     893                     747                     795  837  

Provisions                       68                        22                        41                        41                        39                        39                        39  39  

Net Current Assets 3,209 4,792 5,764 5,741 6,346 7,412 8,354 9,863 

Total Assets 8,074 9,429 10,457 11,729 14,457 15,813 17,280 18,958 
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Exhibit 67: Cash Flow 

Y/E March (Rs mn) FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E 

Operating profit bef working capital 
changes 

               1,749                 2,245                 2,340                 2,818                 3,049                 3,666                 3,892          4,332  

Trade and other receivables                (289)          (1,017)              (1,276)                    278                        35                  (117)                 (493)            (424) 

Inventories                    102                  (864)                 (283)                       21                     383                  (78)                 (118)         (114) 

Trade payables                    191                     746                     673                   (288)                  (304)               (69)                    291                250  

Changes in working capital              (51)              (1,135)                 (886)                       11                     113                  (319)                 (366)            (328) 

Direct taxes                 (618)                (568)             (583)                  (750)                  (686)               (764)              (1,014)      (1,156) 

Cash flow from operations                1,698                 1,110                 1,454                 2,829                 3,162                 3,347                 3,525       4,004  

Net Capex                 (617)                 (444)                 (569)              (1,689)              (1,416)              (1,000)              (1,300) 
             

(1,000) 

Others                      27                       19                      24                        16                      (95)                 (194)              (81)              (69) 

Cash flow from investments                 (590)                 (426)                (546)              (1,673)              (1,511)             (1,194)             (1,381)     (1,069) 

FCF                1,080                     666                     885                 1,140                 1,746                 2,347                 2,225        3,004  

Issue of share capital 
                         

-    
                         

-    
                         

-    
                         -                             -    

                         
-    

                         
-    

                         
-    

Increase/(decrease) in debt 
                         

-    
             (773)               (611)                    533                     718  

                         
-    

                         
-    

                         
-    

dividend 
                         

-    
                         

-    
                         

-    
                         -                             -    

                         
-    

                         
-    

                         
-    

Cash flow from financing            (1,105)                 (570)                (897)              (1,192)              (1,438)             (1,588)             (1,663)    (1,835) 

Net change in cash                   3                     110                  14                      (20)                    227                     565                     481       1,100  

Source: MNCL Research Estimates 
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Disclaimer: Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio management 
and marketing investment products including mutual funds, life & general insurance and as such prepares and shares research data and reports periodically with 
clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange Board Of India 
(Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.  

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning securities or public 
offer, providing a basis for investment decisions. The views expressed therein are based solely on information available publicly/internal data/other reliable sources 
believed to be true. The information is provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of any 
financial instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.  

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsAppetc/transmitted through mobile 
application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on social 
networking sites (e.g. Facebook, Twitter, LinkedIn etc) by MNCL or those recommendation or offers or opinions concerning securities or public offer which are 
expressed as and during the course of “Public Appearance” are for informational purposes only. The reports are provided for assistance and are not intended to be 
and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Though disseminated to 
clients simultaneously, not all clients may receive the reports at the same time. MNCL will not treat recipients as clients by virtue of their receiving this report.  

The reports include projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of currently available 
information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. The actual 
performance of the companies represented in the report may vary from those projected. The projections and forecasts described in this report should be evaluated 
keeping in mind the fact that these-  

 are based on estimates and assumptions  

 are subject to significant uncertainties and contingencies  

 will vary from actual results and such variations may increase over a period 

 are not scientifically proven to guarantee certain intended results  

 are not published as a warranty and do not carry any evidentiary value.  

 are not based on certain generally accepted accounting principles  

 are not to be relied on in contractual, legal or tax advice.  

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Reports based 
on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as 
such, may not match with a report on a company's fundamentals.  

Though we review the research reports for any untrue statements of material facts or any false or misleading information,we do not represent that it is accurate or 
complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical error 
by our sources of transmission of Reports/Data, we do not guarantee the accuracy, adequacy, completeness or availability of any information and are not to be held 
responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers, directors and 
employees including the analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person from 
any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information contained 
therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and information do not constitute scientific 
publication and do not carry any evidentiary value whatsoever.  

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is prohibited 
except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these restrictions. Opinions expressed 
therein are our current opinion as of the date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to 
update on a reasonable basis the information discussed in the reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.  

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the entire 
risk of any use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent evaluation 
of an investment in the securities of companies referred to in such reports (including the merits and risks involved).  

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. 
Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this material, investors should 
consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of investments referred to in research 
reports and the income from them may fluctuate. Transaction costs may be significant in option strategies calling for multiple purchase and sales of options. Foreign 
currencies denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from 
the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.  

The recommendations in the reports are based on 12-month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return 
basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of 
valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a hold, 
reduce or sell. The opinions expressed in the reports are subject to change, but we have no obligation to tell our clients when our opinions or recommendations 
change. The reports are non-inclusive and do not consider all the information that the recipients may consider material to investments. The reports are issued by 
MNCL without any liability/undertaking/commitment on the part of itself or any of its entities.  

Recipients of the research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the company or 
companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of 
reports/data/material, may, from time to time have 'long' or 'short' positions in, act as principal in, and buy or sell the securities thereof of companies mentioned 
therein or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as market maker in the financial instruments 
of the company/ies discussed therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with respect to any 
recommendation and related information and opinions.  
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We further undertake that-  

 No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity.  

 MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of interest in the subject 
company.  

 MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the subject 
company’s securities, at the month immediately preceding the date of publication of this research report.  

Past performance is not a guide for future performance, future returns are not guaranteed, and investors may suffer losses which may exceed their original capital.  

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in 
this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. 
Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose possession this 
document comes should inform themselves about and observe any such restrictions. Failure to comply with this restriction may constitute a violation of any foreign 
jurisdiction laws.  

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and 
Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.  

 

 

 

 

 

 

 

 

 

Analyst holding in stock: NO  

Key to MNCL Investment Rankings  

Buy: Upside by>15%, Accumulate: Upside by 5%to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell: Downside by>15%  

 

Monarch Networth Capital Ltd. (www.MNCLgroup.com)  

Office: - 9th Floor, Atlanta Centre, Sonawala Lane, Opp. UdyogBhavan, Goregaon (E), Mumbai 400 063. Tel No.: 022 30641600 

Galaxy Surfactant  

 
Source: Bloomberg, MNCL Research 
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