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February 15, 2023 

CMP: | 1958    Target: | 2340 (19%)     Target Period:  12 -18 months  

Grindwell Norton (GRINOR) 

 BUY 

 

Margin improvement visible… 

About the stock: Grindwell Norton (GNL) is the market leader in the India abrasive 

market with ~26% market share. The segments include abrasives (contributing 

~57%), ceramics & plastics (33%) and IT services & others (10%). 

 GNL has witnessed strong and positive free cash flows consistently over 

more than a decade irrespective of the macro environment 

 It has consistently operated with high (>16%) margins and return ratios 

Q3FY23 Results: GNL reported a decent set of Q3FY23 numbers. 

 Revenues came in at | 603.9 crore, up 20.3% YoY, primarily aided by a 

strong performance in the ceramics & plastic segment 

 EBITDA came in at | 119 crore, up 32.6% YoY with margins at 19.7% while 

gross margins marginally expanded by 20 bps to 54.9% YoY 

 Consequently, PAT grew 15% YoY to | 80 crore 

What should investors do? Going forward, accelerated growth in performance 

plastics & ceramics and exports is expected to drive long term incremental growth. 

 We remain long term positive and maintain our BUY rating on the stock 

Target Price and Valuation: We value GNL at | 2340 i.e. 50x P/E on FY25E EPS. 

 

Key triggers for future price performance: 

 Ambition to maintain market share in abrasives and increase market share 

in ceramic & plastics with gradual penetration of new value added products 

 High margin value added products and solutions oriented approach to drive 

margin expansion (from ~16.7% in FY20 to 21.8% in FY25E) 

 We expect revenue, EBITDA to grow at a CAGR of 15.9%, 19.3%, 

respectively, over FY22-25E 

 Net debt free b/s, double-digit return ratios and strong cash generation 

 

Alternate Stock Idea: Apart from GNL, we also like AIA Engineering. 

 New mining customer acquisition is expected to pick up allowing AIA to 

gain incremental volume growth in coming years 

 

 BUY with a target price of | 3135 
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Source: Company, ICICI Direct Research 

(| C ro re ) F Y 20 F Y 21 F Y 22

 5 Y ea r C AG R  

(F Y 18-22) 
F Y 23E F Y 24E F Y 25E

 3 Y ea r 

C AG R  (F Y 22-

F Y 25E ) 

R evenue  (| crore ) 1,579.6             1,637.9             2,012.8              7.1% 2,360.8      2,723.6      3,131.4      15.9%

E B ITD A (| crore ) 264.5                 324.1                 401.4                 10.2% 483.2         570.8         681.3         19.3%

E B ITD A margin (% ) 16.7                   19.8                   19.9                    20.5           21.0           21.8           

Ne t P rofit (| crore ) 182.5                 239.3                 296.6                 14.7% 360.1         429.6         517.8         20.4%

E P S  (|) 16.5                   21.6                   26.8                    32.5           38.8           46.8           

P /E  (x) 118.8                 90.6                   73.1                    60.2           50.5           41.9           

P rice  / B ook (x) 18.3                   15.9                   13.9                    12.1           10.4           8.8             

E V /E B ITD A (x) 80.3                   64.9                   53.1                    43.6           36.6           30.1           

R oC E  (% ) 20.3                   23.1                   25.4                    26.4           27.1           27.6           

R oE  (% ) 15.4                   17.5                   19.1                    20.1           20.5           20.9           

 

Particulars 
 

 

 

Shareholding pattern 
 

 

 
 

Price Performance 

 

  

 

Recent event & Key risks 

 Key Risk: (i) Muted demand (ii) 

Adverse impact on export market 
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P a rticu la r Am o u n t

Marke t C apita liza tion | 21679 C rore

Tota l D ebt (F Y22) | 2 C rore

C ash and Inv (F Y22) | 355 C rore

E V  (F Y22) | 21326 C rore

52 week H /L  (|) 2328 / 1451

E quity capita l (F Y22) | 55.4 C rore

F ace  va lue  (|) 5.0

(in  % ) Mar-22 Ju n -22 S ep -22 D ec-22

P romote r 58.1 58.1 58.1 58.0

F II 7.1 7.4 7.5 8.4

D II 15.7 15.5 15.6 14.9

O thers 19.2 19.0 18.8 18.7
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Key Financial Summary 
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Result Update | Grindwell Norton 

Key takeaways of recent quarter…. 

Q3FY23 Results: Ceramics & plastic segment shine again! 

 Revenue came in at | 603.9 crore, growing 20.3% YoY and declining 4.8% 

QoQ, primarily aided by the strong performance in the ceramics & plastic, 

IT and abrasives. Revenue contribution from abrasives, ceramics, IT 

services & others was at ~51.2%, ~40.7%, ~6.8% & ~2.2%, respectively 

 

 Abrasive segment revenue increased 9% YoY to | 308.9 crore. Ceramics 

and plastic segment showed strong growth and grew 39.2% YoY to | 245.6 

crore while IT services segment grew 25.6% YoY to | 40.9 crore and others 

segment de-grew 10.9% YoY to | 13.4 crore 

 

 Abrasive segment registered EBIT margin of 14.9% (vs. 12.3% in Q3FY22 

and 12.8% in Q2FY23). While EBIT margins for ceramics and plastic 

segment was reported at 20.5% (vs. 22.1% in Q3FY22, 21.7% in Q2FY23) 

and for IT services segment EBIT margin was at 15% (vs. 29.2% in Q3FY22 

and 17.6% in Q2FY23) 

 

 Overall, EBITDA margins came in at 19.7% (vs. 17.9% in Q3FY22 and 

expanded by 40 bps on a QoQ basis). Gross margins expanded 20 bps to 

54.9% YoY and expanded 150 bps QoQ 

 

 PAT grew 15% YoY to | 80 crore and declined 11% QoQ 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



  

 

ICICI Securities | Retail Research  3 

  
ICICI Direct Research 

 

Result Update | Grindwell Norton 

Exhibit 1: Variance analysis 

Income from O pera tion 603.9 501.9 20.3 634.7 (4.8)
Aided by ~39.2%  growth in C e ramics & P lastics 

(~40.7%  of R evenue)

O the r Income 9.1 17.2 (47.4) 15.0 (39.6)

C ost o f mate ria ls consumed 296.8 237.5 25.0 310.19 (4.3)

C hanges in inventories of 

finished goods & WIP
(24.7) (10.0) 147.2 (14.8) 67.4

E mployee  cost 71.6 62.7 14.2 72.1 (0.6)

O the r expenses 141.2 122.0 15.8 144.7 (2.4)

E B ITD A 119.0 89.7 32.6 122.5 (2.8)

E B ITD A Margin (% ) 19.7 17.9 182 bps 19.3 41 bps G ood improvement in margins

D eprecia tion 15.6 13.0 19.8 15.6 0.0

Inte rest 4.0 0.8 373.8 1.5 172.6

P B T 108.5 93.1 16.5 120.4 (9.9)

Taxes 28.1 23.1 21.3 29.5 (4.9)

P AT 80.0 69.6 15.0 90.1 (11.1)

S egment R evenue Q 3F Y23 Q 3F Y22 YoY (% ) Q 2F Y23 Q oQ  (% )

Abrasives 308.9 283.4 9.0 319.0 (3.2)

%  C ontribution 51.2 56.5 50.3

C eramics & P lastics 245.6 176.5 39.2 272.6 (9.9)

%  C ontribution 40.7 35.2 42.9

IT S e rvices 40.9 32.6 25.6 36.5 12.2

%  C ontribution 6.8 6.5 5.7

O thers 13.4 15.1 (10.9) 16.5 (18.7)

%  C ontribution 2.2 3.0 2.6

Net S a les 603.9 501.9 634.7  

Source: Company, ICICI Direct Research 

 

Exhibit 2: Change in estimates 
©

F Y 22 F Y 23E F Y 24E F Y 25E

(| C rore ) Actua l New O ld New %  C hange O ld New%  C hange

R evenue 2,013 2,361 2,866 2724 (5.0) - 3131 -

E B ITD A 401 483 602 571 (5.2) - 681 -

E B ITD A Margin (% ) 19.9 20.5 21.0 21.0 -4 bps - 21.8 -

P AT 297 360 453 430 (5.2) - 518 -

E P S  (|) 26.8 32.5 41.0 38.8 (5.4) - 46.8 -
vek  

Source: Company, ICICI Direct Research 
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Financial story in charts 

Exhibit 3: Revenue trend (consolidated) 

 

Source: Company, ICICI Direct Research 

 

Exhibit 4: EBITDA and EBITDA margin trend 

 

Source: Company, ICICI Direct Research 

 

Exhibit 5: PAT and margins trend 

 

Source: Company, ICICI Direct Research 

Exhibit 6: RoE and RoCE trend 

 

Source: Company, ICICI Direct Research 
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Financial summary 

Exhibit 7: Profit and loss statement                              | crore 

v 

Source: Company, ICICI Direct Research 

 

Exhibit 8: Cash flow statement                                     | crore 

v 

*calculated, Source: Company, ICICI Direct Research 

Exhibit 9: Balance sheet                                              | crore 

 

Source: Company, ICICI Direct Research 

 

 

 

 

 

 

 

 

 

Exhibit 10: Key ratios                                                    |  

v 

Source: Company, ICICI Direct Research 

 

(| C ro re ) F Y 20 F Y 22 F Y 23E F Y 24E F Y 25E

Net S a les 2,012.8   2,344.2   2,704.6   3,109.5   

O the r O pera ting Income -             16.5         19.1         21.9         

Tota l O pera ting Income 2,012.8   2,360.8   2,723.6   3,131.4   

%  G rowth 27.4        17.3        15.4        15.0        

O the r Income 53.1         62.1         73.3         86.5         

Tota l R evenue 2,065.9   2,422.9   2,796.9   3,217.9   

C ost o f mate ria ls consumed 702.8      890.8      987.2      1,138.1   

P urchase  of stock-in-trade 258.6      247.9      280.5      322.5      

O the r E xpenses 470.8      533.5      599.2      667.0      

Tota l expenditure 1,611.4   1,877.6   2,152.9   2,450.1   

E B ITD A 401.4      483.2      570.8      681.3      

%  G rowth 51.7        20.4        18.1        19.4        

Inte rest 4.1           2.0           2.0           2.0           

D eprecia tion 53.5         63.8         69.9         76.1         

P B T 396.9      479.5      572.1      689.7      

Tax 100.8      119.9      143.0      172.4      

P AT 296.6      360.1      429.6      517.8      

%  G rowth 62.5        21.4        19.3        20.5        

E P S 26.8         32.5         38.8         46.8         

(| C ro re ) F Y 22 F Y 23E F Y 24E F Y 25E

P rofit a fte r Tax 296.6    360.1    429.6    517.8    

D eprecia tion 53.5       63.8       69.9       76.1       

Inte rest 4.1         2.0         2.0         2.0         

O the r income (53.1)     (62.1)     (73.3)     (86.5)     

P rov for Taxa tion 100.8    119.9    143.0    172.4    

C ash F low be fore  WC  changes 401.9    483.7    571.3    681.8    

C hange  in Working C apita l (129.7)   0.1         (67.7)     (54.6)     

Taxes P a id (103.0)   (119.9)   (143.0)   (172.4)   

C ashflow from O pera ting Activities 169.2    363.8    360.6    454.8    

(P urchase)/S a le  of F ixed Assets (113.2)   (63.8)     (75.0)     (75.0)     

(P urchase)/S a le  of Investments (296.6)   -           -           -           

O the r Income 53.1       62.1       73.3       86.5       

C ashflow from Investing Activities (356.6)   (1.6)        (1.7)        11.5       

Issue /(R epayment of D ebt) 2.2         -           -           -           

C hanges in Minority Inte rest (0.6)        0.5         0.5         0.5         

C hanges in Networth (106.6)   (120.0)   (133.3)   (133.3)   

Inte rest (4.1)        (2.0)        (2.0)        (2.0)        

O the rs -           -           -           -           

C ashflow from F inancing Activities (109.2)   (121.5)   (134.8)   (134.8)   

C hanges in C ash (296.7)   240.7    224.1    331.4    

O pening C ash/C ash E quiva lent 651.4    354.7    595.4    819.5    

C losing C ash/ C ash E quiva lent 354.7    595.4    819.5    1,150.9 

(| C ro re ) F Y 22 F Y 23E F Y 24E F Y 25E

S hare  C apita l 55.4        55.4        55.4           55.4           

R eserves & S urplus 1,499.5   1,739.7   2,036.0      2,420.4      

Ne tworth 1,554.9   1,795.0   2,091.3      2,475.8      

Tota l D ebt 2.2           2.2           2.2              2.2              

D e fe rred tax liability (ne t) 24.1        24.1        24.1           24.1           

Tota l L iabilities 1,593      1,833      2,130         2,515         

G ross B lock 702.5      777.5      852.5         927.5         

Acc: D eprecia tion 325.0      388.8      458.7         534.7         

Ne t B lock 377.5      388.8      393.8         392.8         

C apita l WIP 66.2        55.0        55.0           55.0           

Investments 520.3      520.3      520.3         520.3         

Inventory 447.6      481.7      555.7         638.9         

S undry debtors 236.9      276.6      319.1         366.9         

C ash and bank ba lances 354.7      595.4      819.5         1,150.9      

L oans and advances 0.7           0.7           0.8              1.0              

O the r C urrent Asse ts 86.0        96.1        110.9         127.5         

Tota l current Asse ts 1,125.8   1,450.6   1,806.1      2,285.2      

C L & P rov. 507.3      591.4      655.2         748.3         

Ne t C urrent Asse ts 618.6      859.2      1,150.9      1,536.9      

Tota l Asse ts 1,593      1,833      2,130         2,515         

(Y ea r-en d  March ) F Y 20 F Y 22 F Y 23E F Y 24E F Y 25E

E P S 26.8         32.5         38.8         46.8         

C ash E P S 31.6         38.3         45.1         53.6         

B V 140.4      162.1      188.9      223.6      

D P S 8.0           9.0           10.0         10.0         

C ash P e r S ha re 29.4         35.1         41.4         48.3         

E B ITD A Margin 19.9         20.5         21.0         21.8         

P B T / Net S a les 17.3         17.8         18.4         19.3         

P AT Margin 14.7         15.3         15.8         16.5         

Inventory days 81.2         74.5         74.5         74.5         

D ebtor days 43.0         42.8         42.8         42.8         

C reditor days 82.2         82.4         79.4         79.4         

R oE 19.1         20.1         20.5         20.9         

R oC E 25.4         26.4         27.1         27.6         

R oIC 29.9         35.8         40.2         46.6         

P /E 73.1         60.2         50.5         41.9         

E V  / E B ITD A 53.1         43.6         36.6         30.1         

E V  / Net S a les 10.6         8.9           7.7           6.6           

Marke t C ap / S a les 10.8         9.2           8.0           6.9           

P rice  to  B ook V a lue 13.9         12.1         10.4         8.8           

D ebt/E B ITD A 0.0 0.0 0.0 0.0

Net D ebt / E quity 0.0 0.0 0.0 0.0

C urrent R a tio 1.5           1.4           1.5           1.5           

Q uick R a tio 0.6           0.6           0.7           0.7           



  

 

ICICI Securities | Retail Research  6 

  
ICICI Direct Research 

 

Result Update | Grindwell Norton 

Exhibit 11: ICICI Direct coverage universe (Capital Goods) 

C o m p an y C MP M C ap

(|) TP (|)R a ting (| C r) F Y22 F Y23E F Y24E F Y22 F Y23E F Y24E F Y22 F Y23E F Y24E F Y22 F Y23E F Y24E

L &T (L AR TO U) 2,169 2,795 B uy 304284 59.8 74.5 90.1 36.3 29.1 24.1 8.7 10.7 12.1 11.8 13.4 14.6

S iemens L td 3,242 3,630 B uy 115452 35.4 46.4 53.8 91.5 69.9 60.3 15.6 18.2 19.1 11.3 13.4 14.0

AIA E nginee ring (AIAE NG ) 2,794 3,230 B uy 26348 107.3 97.9 107.0 26.0 28.5 26.1 23.5 18.6 18.2 18.5 14.9 14.3

Thermax (THE R MA) 2,110 2,372 Hold 25143 37.0 50.8 59.3 57.0 41.5 35.6 14.7 18.0 18.3 11.5 14.1 14.1

K E C  Inte rna tiona l (K E C IN) 475 545 B uy 12202 6.6 24.4 36.3 71.8 19.5 13.1 9.6 18.4 21.8 4.9 15.6 19.4

G reaves C otton (G R E AV E ) 134 194 B uy 3098 4.8 4.7 5.5 28.1 28.3 24.2 12.9 13.4 14.0 9.4 9.7 10.2

E lgi E quipment (E L G E Q U) 438 500 B uy 13895 7.5 10.2 11.9 58.8 42.8 36.9 21.2 25.9 24.8 20.4 22.6 21.3

B ha ra t E lectronics (B HAE L E ) 94 135 B uy 68675 3.2 3.8 4.5 29.4 24.7 20.9 26.1 28.4 30.0 19.5 21.2 22.4

C ochin S hipya rd (C O C S H I) 489 745 B uy 6435 42.9 38.6 42.8 11.4 12.7 11.4 10.9 10.5 10.6 12.7 11.0 11.3

S K F  (S K F IND ) 4,307 5,215 B uy 21293 77.0 108.7 130.3 55.9 39.6 33.1 26.0 30.7 31.3 20.6 23.3 23.4

Timken India  (T IMIND ) 2,975 3,560 B uy 22378 43.5 61.3 71.2 68.4 48.5 41.8 25.3 36.2 42.0 19.7 27.9 32.2

NR B  B ea ring (NR B B E A) 145 220 B uy 1410 7.8 9.2 12.1 18.6 15.8 12.0 15.0 15.3 19.2 12.6 12.6 14.8

Action C onstruction (AC TC O N) 376 385 B uy 4475 8.8 15.1 19.2 42.7 24.9 19.6 23.0 25.6 26.7 13.9 18.3 18.9

D ata  P a tte rns (D ATP AT) 1410 1,555 B uy 7313 18.1 22.0 30.4 77.8 64.1 46.4 23.8 24.9 28.4 16.4 18.2 21.0

HAL  (H INAE R ) 2,472 3,300 B uy 82656 151.9 132.7 145.0 16.3 18.6 17.0 27.4 30.5 30.1 26.3 23.1 22.8

AB B  (AB B ) 3,175 3,275 B uy 67270 25.5 40.5 37.2 124.6 78.4 85.3 45.0 49.2 57.3 11.2 12.9 15.1

Ador We lding (AD O WE L ) 831 1,054 B uy 1130 33.2 34.2 49.3 25.0 24.3 16.9 19.9 21.6 26.7 13.6 15.8 19.6

B ha ra t D ynamics (B HAD YN) 792 1,200 B uy 14507 27.3 33.0 42.7 29.0 24.0 18.6 24.6 24.7 27.9 17.3 17.7 20.0

Mazagon D ock (MAZD O C ) 716 1,025 Hold 14439 30.3 39.8 46.6 23.6 18.0 15.4 20.0 22.9 23.5 16.1 18.2 18.5

S ola r Industries India  (S O L IN) 3,677 4,700 B uy 33275 48.8 76.6 99.7 75.4 48.0 36.9 22.5 32.5 34.6 23.9 29.0 28.8

Anup E nginee ring (THE ANU) 1,142 1,080 B uy 1131 62.7 49.5 72.3 18.2 23.1 15.8 15.3 16.6 19.4 12.2 12.5 14.5

C ontro l P rints (C O NTR O L P R ) 463 555 B uy 757 24.7 28.7 34.6 18.7 16.1 13.4 17.9 21.4 23.4 13.8 15.4 16.3

K S B  L td. (K S B P UM) 1,849 2,180 B uy 6436 43.7 50.0 62.2 42.3 37.0 29.7 15.7 16.0 18.3 14.7 14.9 15.9

E P S  (|) P /E  (x ) R o C E  (% ) R o E  (% )

 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

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

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

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

as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

 

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

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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