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Research Analyst :Astha Jain Shah 

 During Q2FY18, co has posted strong growth in its topline as well as 
bottomline. On QoQ basis , co has shown decent jump of  almost 46% in 
its Operating profit at Rs 106 Cr in Q2FY18 from Rs 72 Cr in Q1FY18 
while bottomline of company has witnessed the rise of 38% from Rs 40 
Cr in Q1FY18 to Rs 55 Cr in Q2FY18. Also co has seen consistent growth 
in its financials since FY11.Along with it, co has posted consistent Return 
on Shareholder’s fund of about 12%-13 % since FY15 & has shown 
consistent return on capital employed in range of 16%-17 % during the 
same year . On debt front co has successfully reduced its debt as evident 
from lowering of debt to Equity ratio from 0.41 in FY13 to 0.11 in 
Fy17.On margin front too, company has been consecutively posting 
operating profit margin of more than 12% since FY13 while net profit 
margin of more than 4% during same year. 
 
In coming years there will be increase in capacity of company along with  
growth in business not only in India but on a global basis. Presently,in  
US, sales  is up by almost 4.5% - 5% while in Europe it is up by more than 
3%. With all this ,co is expecting to post approx. Rs. 3,200 crores as 
overall sales in the time horizon of three-year till FY20. Also with 
translocating manufacturing plants, repositioning business models, 
CUMI will see major boost in volumes & in turn better margins going 
ahead.To enhance co’s capabilities, co acquired the manufacturing assets 
and customer database for the Metallised Cylinder Plant from NTK 
Ceramics, Japan and re-installed it at its Industrial Ceramics facility at 
Hosur. The new facility combined with co’s existing Metz Plant makes it 
the second largest producer of Metallised Cylinders in the world, besides 
giving co an access to new markets, new applications.  
 
Rapid urbanisation and resultant growth in infrastructure, construction 
and auto industry would be the key market driver for Indian Abrasives 
and Ceramics consumption. Strong demand drivers such as higher 
productivity, shortening replacement cycle, changing consumer 
preferences with increasing aspiration to shift to premium products and 
higher per capita income will be beneficial . Ushering in of GST will bring 
about the shift from unorganised to the organised sector to which 
company will be a major beneficiary. The demand for the Company’s 
products would be favourably spurred by industrialisation activity, 
rising per capita incomes and consumer spending, enhanced 
manufacturing activities and increase in investments. 
 

Valuation 
The company is currently trading at 38.06x of TTM eps of Rs 9.72 while 
it is trading at 34x of FY18E eps of Rs 12.17 & 24.5x of FY19E eps of Rs 
15.06. Looking at increase in production capabilities, decent financials & 
strong industry outlook, we recommend “Buy” on the stock with price 
target of Rs 480(appreciation of almost 30%) for long term investment. 
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Carborundum Universal, popularly known as CUMI, is engaged in manufacturing of coated and bonded abrasives, super 
refractories, electrominerals, industrial ceramics and ceramic fibres in India.Incorporated in 1954, the company was 
formed as a collaboration between Murugappa Group, Carborundum Inc, USA, and the Universal Grinding Wheel Co of the 
UK. Co exports its products to more than 55 countries. Co has over 20,000 varieties of products & has  28 manufacturing 
locations.Co has manufacturing base in India,South Africa & Russia while it has marketing & distribution base in 
Australia,Thailand,China ,UAE,Europe & USA. 

 Areas of business 

Carborundum Universal is into manufacturing of industrial ceramic material-based products and service provider. It 
operates in three business segments:  

 Abrasives- Abrasives being the core product of the company, it produces range of abrasives such as bonded 
abrasives, coated abrasives , thin wheels,super abrasives ,metal working fluids & power tools. This division 
contribute around 45% to company's revenue. Major user industries for abrasives are Aerospace, Automotive, Auto 
Comp, Bearing, Steel, Light/Heavy Engineering ,General Engineering , Fabrication, Wood working & Construction. 
Total market size for Abrasives is estimated to be ~ $33.0 Bn growing at a CAGR of 3-4%. 

 Ceramics- Under this, the company manufactures industrial ceramics, super refractories and bio ceramics 
contributing 21 percent in revenue . 

 Super Refractories : CUMI is a market leader in the manufacture of super refractory products in 
India since 1965 with technical know-how from Carborundum Company USA. The acquisition of 
VAW, Russia has given CUMI a foothold in the Russian market for refractories. The acquisition has 
also given CUMI access to advanced technology. 

 Industrial Ceramics: CUMI's range of industrial ceramics comprises wear and corrosion limiting 
products and grinding media. CUMI also offers certain value added industrial ceramic products 
viz. engineered ceramics, metallized ceramics and ceramic lined equipment. These products caters 
to critical and demanding applications in thermal power plants, material handling, coal washeries, 
cement, steel, floor and wall tiles, paints, food processing, mineral processing, electrical and 
electronic industries. Key success factors in this industry are cost and technology. 

 Electrominerals- Company manufactures brown fused alumina grains, white fused alumina grains and silicon 
carbide , zirconia & speciality minerals. It has overseas facility at VAW Russia which manufactures silicon carbide 
80000 tpa capacity & another facility at Foskor Zirconia  which manufactures fused zirconia 5000 tpa capacity .Co 
has established leadership in Russian & Indian market,Co has locational advantage in Russia by way of low power 
and pet coke cost providing significant cost competitiveness in SiC business. 

 

  

https://www.cumi-murugappa.com/ceramics/ic/engineered_ceramics.html
https://www.cumi-murugappa.com/ceramics/ic/metallized_ceramics.html
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Enhancement of  Production Capabilities 
 
To enhance co’s capabilities, co acquired the manufacturing assets and customer database for the Metallised Cylinder Plant from 
NTK Ceramics, Japan and re-installed it at its Industrial Ceramics facility at Hosur. The new facility combined with co’s existing 
Metz Plant makes it the second largest producer of Metallised Cylinders in the world, besides giving co an access to new 
markets, new applications. Also, new plants with totally integrated and innovative processes were commissioned at Edappally, 
India for scaling up production of Alumina Zirconia and Azure-S Solgel Grains and to manufacture the most cost effective and 
technologically advanced materials for a wide spectrum of industries. This would lend the Company the ability to address 
specialised applications. 
To enhance process efficiencies, co shifted the Fusion Plants from Thukela Refractories Isithebe, South Africa to Kochi, India.  
Co recommissioned it after modification and upgradation, giving co about 18,000 tons  fusion capacity to make Semi Friable and 
Brown Fused Alumina to address both domestic and export markets. Co re-located and re-commissioned the Bubble Zirconia 
Plant from Foskor Zirconia, South Africa to the SEZ facility at Kochi, India. The plant with a 5,000 ton capacity for manufacturing 
Bubble Zirconia is the first of its kind in the country and among the select few in the world. Meant primarily for exports, this will 
enable CUMI to address the  growing requirements in Pigments, Abrasives, Refractories, Engineered Ceramics, Nuclear 
Applications, etc. Translocated from Thukela Refractories Isithebe, South Africa, a Plant for manufacturing Slide Plates and floor 
control Refractories for the Iron & Steel industries was commissioned at Jabalpur, India and the product has been well received 
in the market. At CUMI China, co repositioned its business to an asset-light, out-sourced manufacturing model, with dedicated 
lines, managed by co’s engineers and complying  to its stringent design and quality standards.With a strengthened channel, 
CUMI China has become an important logistics hub and nodal centre for serving the South Asian markets. 
 

Strong Financials 
 
During Q2FY18, co has posted strong growth in its topline as well as bottomline. On QoQ basis , co has shown decent jump of  
almost 46% in its Operating profit at Rs 106 Cr in Q2FY18 from Rs 72 Cr in Q1FY18 while bottomline of company has witnessed 
the rise of 38% from Rs 40 Cr in Q1FY18 to Rs 55 Cr in Q2FY18. Also co has seen consistent growth in its financials since 
FY11.Along with it, co has posted consistent Return on Shareholder’s fund of about 12%-13 % since FY15 & has shown 
consistent return on capital employed in range of 16%-17 % during the same year while on debt front co has successfully 
reduced its debt as evident from lowering of debt to Equity ratio from 0.41 in FY13 to 0.11 in Fy17.On margin front too, 
company has been consecutively posting operating profit margin of more than 12% since FY13 while net profit margin of more 
than 4% during the same year. 
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Segment wise growth outlook 
 
In the Ceramics segment , in the industrial ceramic part of it ,there will be  pickup in volume  in Q3FY18, Q4FY18 as co will 
scale up its Metz II Plant and get the volumes up. On the Refractory side, co is expected to perform better as, there has been 
certain amount of  maintenance driven project happening largely around glass and carbon black industries, and it is in the cycle 
where companies in such industry need to redo their furnaces which will going to drive volume for CUMI because these are 
critical areas in the refractory side & co have  a good market presence as well as market share in this segment  . Hence the glass 
and carbon black industry would drive growth for co in the next two quarters on the refractory business. Therefore, in the 
Ceramics segment at the full year, co is expected to post at about 18% to 20% growth.  
In Eletromineral Segment, in silicon carbide, co’s subsidiary Volzhsky Abrasives Works (VAW) produces one of the finest 
silicon carbides in the world, it is the only plant of that scale and size in the world which offers water washed, carbon free, silica 

free product. It is a very unique, differentiated and valuable product to the market. In terms of the two plants that Co shifted, the 

bubble plant is yet to really get volumes, as co is  approximately doing about 100 tons a month on an average against capacity of 
at least about 400 to 450 tons plus. So in that segment co will be operating full scale up and running flat out somewhere in 
Q1FY19. As the demand of the product is strong, & price of the final product is already up by almost 30%. Hence it will give 
better growth to company moving ahead. The other plant for alumina,  both white, brown, semi-friable, etc, is working at good 
capacity as co is almost running  it now 60% plus and it is expected to be running it flat going forward. So, volumes in EMD will 
go up & in turn will lead to increased margins.  
In Abrasives Segment, co will witness better Volumes & in turn better margin in Q3FY18 & Q4FY18. A state-of-the-art Surface 
Technology Centre was opened at the Bonded Abrasives Plant at Tiruvottiyur. CUMI is among the few abrasive companies 
globally to have a comprehensive simulation lab of this kind. 
Rapid urbanisation and resultant growth in infrastructure, construction and auto industry would be the key market driver for 
Indian Abrasives and Ceramics consumption. Strong demand drivers such as higher productivity, shortening replacement cycle, 
changing consumer preferences with increasing aspiration to shift to premium products and higher per capita income. Growth 
in automobiles and auto ancillary industry would open up opportunities for high performance Minerals and Abrasives business. 
Ushering in of GST will bring about the shift from unorganised to the organised sector as the former is expected to lose their 
price competitiveness. Abrasives sector has a reasonable share of the unorganised segment. The share shift from customers 
towards organised players can be anticipated. Globally, the marketing and manufacturing entities are spread across Middle East, 
Europe, China, Russia and North America. The demand for the Company’s products would be favourably spurred by 
industrialisation activity, rising per capita incomes and consumer spending, enhanced manufacturing activities and increase in 
investments. Boost in construction & manufacturing sectors and per capita incomes would result in bolstering demand for 
industrial consumables products, for which the company would stand to be a major beneficiary. 
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                Consolidated P& L Statement                                                                                           
   Rs Crore 

Particulars FY15 FY16 FY17 FY18E FY19E 

Total Revenue 2050.17 1943.98 2112.49 2429.36 2793.77 

Growth(%) --- 5.18 (8.67) 15.00 15.00 

Expenditure 1787.37 1642.86 1783.75 2016.37 2290.89 

EBITDA 262.80 301.12 328.74 412.99 502.88 

Growth (%) --- 14.58 9.17 25.63 21.77 

EBITDA Margin(%) 12.82 15.49 15.56 17.00 18.00 

Other income 26.82 29.70 28.64 32.80 37.72 

Depreciation & Amortization 100.37 86.80 96.48 110.95 124.75 

EBIT 189.25 244.02 260.90 334.84 415.85 

EBIT Margin(%) 9.23 12.55 12.35 13.78 14.88 

Interest 25.34 22.91 18.12 20.84 23.96 

Exceptional Item 56.50 0.00 0.00 0.00 0.00 

PBT 220.41 221.11 242.78 314.00 391.89 

Tax 82.16 81.41 78.08 94.20 117.57 

PAT 138.25 139.70 164.70 219.80 274.32 

Minority Interest & Associate 
Share 

(5.65) 4.41 10.18 10.18 10.18 

Consolidated PAT 132.60 144.11 174.88 229.98 284.50 

Growth (%) --- 8.68 21.35 31.51 23.71 

NPM (%)  6.7 7.41 8.28 9.47 10.18 

Equity Capital 18.84 18.84 18.87 18.89 18.89 

Equity Shares 18.84 18.84 18.87 18.89 18.89 

EPS 7.04 7.65 9.27 12.17 15.06 

 

          Ratios 

Particulars FY15 FY16 FY17 FY18E FY19E 

Return on Equity (%) 12.18 12.09 12.65 14.60 15.62 

Return on Capital Employed 
(%) 

13.86 16.76 17.03 19.17 20.60 

Book value per share 57.79 63.28 73.28 83.37 96.42 

Debt/Equity  0.25 022 0.11 0.11 0.11 
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          Consolidated Balance Sheet     
                                                                                                                                                           Rs. Crore 

Particulars FY15 FY16 FY17 FY18E FY19E 

Share Capital 18.82 18.84 18.87 18.89 18.89 

Reserves & Surplus 1069.89 1172.25 1362.31 1554.29 1800.79 

Sh App/Warrants 0.00 1.18 1.61 1.61 1.61 

Total Debt (Long Term+ 
Short Term Borrowings) 

276.78 263.29 149.13 171.50 197.22 

Other Long Term Liabilities 
& provisions 

62.83 68.70 73.21 84.11 96.72 

Net Deferred tax Liability 39.97 40.77 37.40 42.97 49.41 

Sources of funds 1468.29 1565.03 1642.53 1873.36 2164.65 

Net Fixed Assets 836.02 743.67 777.39 884.71 1035.44 

Non-Current Investments 7.80 129.27 119.49 132.34 144.20 

Other Non-Current Assets 25.36 50.71 45.37 51.80 59.81 

Inventories 388.33 370.43 386.70 444.27 510.91 

Sundry debtors 370.29 367.48 380.58 437.23 502.82 

Cash and bank balance 99.17 113.25 126.06 144.83 166.55 

Other current assets 8.50 40.55 17.65 20.28 23.32 

Loans and advances 46.85 42.97 55.01 63.20 72.68 

Current Investment 33.33 1.74 4.96 5.70 6.55 

Total current assets 946.46 936.41 970.96 1115.50 1282.83 

Current liabilities and 
provisions 

347.36 295.04 270.70 311.00 357.65 

Net current assets (Ex Cash) 499.93 528.12 574.20 659.68 758.63 

Uses of funds 1468.28 1565.02 1642.51 1873.35 2164.63 
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                                                  Consolidated Quarterly Financial Highlights 

 Rs. Crore  

Particulars  Q2FY18 Q2FY17 Q1FY18 YoY% QoQ% 

Revenues 587.10 550.84 546.94 6.18 7.34 

Expenditures 481.29 470.54 474.59 2.23 1.41 

Operating Profit 105.81 80.30 72.35 24.11 46.25 

Consolidated Net 
Profit 

55.36 46.68 40.16 15.68 37.85 

PBIDTM% (ex OI) 18.02 14.58 13.23 19.09 36.21 

NPM % 9.42 7.74 6.96 17.83 35.34 

EPS* 2.93 2.47 2.13 15.68 37.85 

 

 

                                                                                                          Past Price movement of the stock 
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Disclaimer & Disclosure: This document is prepared for our clients only, on the basis of publicly available information and 
other sources believed to be reliable. Whilst we are not soliciting any action based on this information, all care has been 
taken to ensure that the facts are accurate, fair and reasonable. This information is not intended as an offer or solicitation for 
the purchase or sell of any financial instrument and at any point should not be considered as an investment advice. Reader is 
requested to rely on his own decision and may take independent professional advice before investing. Hem Securities Limited, 
Hem Finlease Private Limited, Hem Multi Commodities Pvt. Limited, Directors and any of its employees shall not be 
responsible for the content. The person accessing this information specifically agrees to exempt Hem Securities Limited, Hem 
Finlease Private Limited, Hem Multi Commodities Pvt. Limited or any of its affiliates or employees from, any and all 
responsibility/liability arising from such misuse and further agrees to hold Hem Securities Limited, Hem Finlease Private 
Limited, Hem Multi Commodities Pvt. Limited or any of its affiliates or employees free and harmless from all losses, costs, 
damages, expenses that may be suffered by the person accessing this information due to any errors and delays. The 
companies and its affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of 
this material may from time to time, have long or short positions in, and buy or sell the securities there of, company (ies) 
mentioned herein and the same have acted upon or used the information prior to, or immediately following the publication.  
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The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities 
or issues, and no part of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the 
specific recommendations and views expressed by research analyst(s) in this report.  
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