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GLOBUS SPIRITS LTD.
Keep Your Portfolio’s Spirits High!

Our Tiny Treasure for the month of June is Globus Spirits Limited
(GSL). Itis engaged in the business of manufacturing, marketing,
and sale of branded Indian made foreign liquor (IMFL), Indian
made Indian liquor (IMIL) and bulk alcohol, comprising rectified
spirit & extra-neutral alcohol (ENA). It is also involved in franchi-
see bottling to cater to renowned brand owners. GSL success-
fully operates in four modern and fully integrated grain-based
distilleries situated in Behror (Rajasthan), Samalkha (Haryana),
Panagarh (West Bengal), and Bihar.

Manufacturing business segment

The manufacturing business comprises sub-segments like (a)
bulk alcohol manufacturing, (b) franchisee bottling, and (c)
by-products. In FY21, its manufacturing segment generated 57
per cent of the total revenue. The further revenue breakup in-
cludes bulk alcohol - 44 per cent, franchisee bottling - 1 per cent
and by-products - 12 per cent. The company is the largest grain-
based extra-neutral alcohol (ENA) manufacturer in India with
a capacity of 160 million litres having a presence in Rajasthan,
Haryana, Bihar, and West Bengal. The major by-product from
the distillation process is animal feed supplements with solu-
bles & AFS, which are used as food for the animal feed industry.
Another by-product is CO2, which is commercially available as
high-pressure cylinder gas, relatively low-pressure refrigerat-
ed liquid, or dry ice. It is commonly used as a raw material for
the production of various chemicals; carbonation of soft drinks;
freezing of food products such as poultry, meats, vegetables,
and fruits. The company has also been supplying ethanol to oil
marketing companies while in 2020, it bagged a contract with
IOCL and BPCL to supply ethanol for the period of December
2020-November 2021 from the units at Bihar & Haryana. The
management expects to generate significant additional revenue
during this period.

Expansion plans

The company’s expansion of 140-kilo litres per day (klpd) at West
Bengal plant is nearly complete and the plan is to start produc-
tion from Q3FY22 with the total installed capacity at that location
increasing to 250 KL per day. This will be the single largest dis-
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tillery in India after the expansion is complete. The expansion in
Rajasthan is complete and now it is producing 160 KL per day
up from 140 KL per day in Q4FY21. It will also be undertaking an
expansion of the Bihar facility by 140 KL per day and work will
commence later this year. In addition, the company has already
begun construction of a new facility in Jharkhand. This facility
will start production in Q2FY23 which will add to its distillery and
consumer business. The Capex required for these plans would
be around Rs 225 crore, which would also be sourced via internal
accruals. All newer capacities would be fungible in nature, which
will produce both ENA & ethanol.

Consumer business segment

In FY21, the consumer business segment generated 43 per cent
of the total revenue. The share of the consumer business (value
segment) increased by approximately 900 bps YoY from around
35 per cent in Q4FY20 to nearly 44 per cent in Q4FY21. GSL is
amongst the largest IMIL players, having more than 5 per cent of
the market share in India. In FY21, Rajasthan & Haryana posted
strong growth on the back of rural consumption growth and new
brand launches in the medium liquor segment. The Government
of India notified the National Policy on Biofuels (2018) wherein,
under the Ethanol Blended Petrol (EBP) Programme, an indica-
tive target of 20 per cent blending of ethanol in petrol by 2030
was laid out. Recently, it was advanced by 5 years to 2025. This
will help in keeping ENA realisation stronger, which would even-
tually prove beneficial for the company’s IMIL segment.

Merger with Unibev Ltd

At the end of FY20, the company came up with the plan to merge
its subsidiary Unibev Limited in it. Shareholders, secured credi-
tors, and unsecured creditors of both companies have already
approved the scheme. The final hearing at NCLT is expected to
take place inJuly 2021. Post-merger, GSL shall be able to operate
in all the three segments of liquor viz. country liquor, IMIL, and
IMFL. Unibev is present in the premium segment. It had expand-
ed to 10 markets during FY20 and now, it's present in Southern
markets of Andhra Pradesh, Karnataka, Telangana, and Pondi-
cherry along with the Eastern markets of Assam, West Bengal,
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Chhattisgarh & Odisha as well as Western markets of Maharash-
tra and Goa. In FY21, Unibev launched three IMFL liquor brands
in Prestige & above category in a few states and is gradually
strengthening its presence in other states.

Financial performance

Globus Spirits’ consolidated revenue for the quarter Q4FY21
came in at Rs 356.68 crore as against Rs 271.5 crore in the cor-
responding quarter last year, registering a 31.4 per cent YoY
increase. EBITDA for the quarter grew by 149 per cent YoY to
Rs 87.92 crore as against Rs 35.31 crore in the corresponding
quarter last year, with a corresponding margin expansion of
1,164 bps. EBITDA margin for the quarter stood at 24.6 per cent.
PAT for the quarter came in at Rs 50.63 crore as against Rs 19.35
crore in the corresponding quarter last year, with a YoY increase
of 161.7 per cent.

Looking at the full-year numbers i.e. for FY21, its revenue jumped
5 per cent YoY to Rs 1,230.76 crore while EBITDA grew by 104 per
cent YoY to Rs 254.68 crore. Further, the company reported a net

profit of Rs 140.81 crore, up by 183 per cent YoY.

Valuation

The company is trading at TTM P/E of 12.06x with TTM EPS of
Rs 48.90. In FY21, it delivered ROE and ROCE of 24.06 per cent
and 31.8 per cent, respectively, which is better than its peers. Its
bulk alcohol manufacturing and by-product segments are per-
forming well with repeated orders coming from the oil marketing
companies. The current expansion plans will help the company
to increase its capacities and fulfill the growing demand in West
Bengal, Bihar, Jharkhand, etc. The consumer business is getting
stronger year by year with growth seen in volumes as well as
value terms in IMIL segment. Post-Unibev merger, the compa-
ny's presence will further strengthen in the premium segment.
Despite pandemic & lockdowns, the in-house consumption sta-
bilised the overall demand, which helped the company to sail
smoothly in the rough times. Considering the strong financial
performance and attractive valuation, we see a potential upside
of 31 per cent with a target price of Rs 755 for the period of one
year.

Description 202103 202003 201903 201803 201703
Net Sales 167213 1168.82 985.91 855.24 774.24
Total Income 1678.69 1172.55 993.00 860.68 778.81
Total Expenditure 1417.43 1044.08 897.67 787.17 720.10
PBIDT 261.26 128.48 95.33 73.50 58.70
PAT 140.82 49.70 23.72 5.65 14.48
Dividend % 0.00 10.00 - - -
Adj. EPS(Rs) 48.90 17.26 8.24 2.01 5.03

CETR (AT ETES 202103 202012 QonQVar% 202003 YonY Var %
Net Sales 490.91 432,52 13.5 296.61 65.51
Total Expenditure 402.97 365.06 10.38 261.28 54.23
PBIDT (Excl Ol) 87.94 67.45 30.37 35.33 148.92
PAT 50.63 38.3 32.21 19.35 161.62
PBIDTM% (Excl Ol) 17.91 15.6 14.81 11.91 50.38
PBIDTM% 18.18 15.82 14.92 12.45 46.02
PATM% 10.31 8.85 16.5 6.53 57.89
Adj. EPS(Rs) 17.58 13.27 32.48 6.74 160.83
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DISCLAIMER & DISCLOSURE:

This report has been prepared by DSI) Private Limited and is meant for sole use by the recipient and not for circulation. For all
content we have relied upon and assumed, without any independent verification, accuracy and completeness of all information
available in public domain or from sources considered reliable. The content contains certain assumptions and views, which DSIJ
considers reasonable now, and which are subject to change. Computations adopted are indicative and are based on current mar-
ket prices and general market sentiment. No representation or warranty is given by DSl as to the achievement or reasonableness
or completeness of any idea and/or assumptions. The content does not purport to contain all the information that the recipient
may require. Recipients should not construe any of the contents herein as advice relating to business, financial, legal, taxation, or
other matters and they are advised to consult their own business, financial, legal, taxation and other experts / advisors concerning
the company regarding the appropriateness of investing in any securities or investment strategies discussed or recommended and
should understand that statements regarding future prospects may not be realized. It may be noted that investments in equity and
equity-related securities involve a degree of risk and investors should not invest any funds unless they can afford to take the risk
of losing their investment. Investors are advised to undertake necessary due diligence before making an investment decision. For
making an investment decision, investors must rely on their own examination of the Company including the risks involved. Inves-
tors should note that income from investment in such securities, if any, may fluctuate and that each security’s price or value may
rise or fall. Accordingly, investors may receive back less than originally invested. Mutual Funds Investments are subject to market
risk. Please read the offer and scheme related documents carefully before investing. This document may not be reproduced, dis-
tributed or published in whole or in part, directly or indirectly, for any purposes or in any manner.

B Neither DSI) nor any of its employees shall be liable for any direct, indirect, special, incidental, consequential, punitive or exem-
plary damages, including lost profits arising in any way from the information contained in this material. The content does not
constitute an offer for sale, or an invitation to subscribe for, or purchase equity shares or other assets or securities of the com-
pany and the information contained herein shall not form the basis of any contract. It is also not meant to be or to constitute
any offer for any transaction.

B DSJj or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third
party in connection with preparation of the research report.

B Subject company may have been client of DS or its associates during twelve months preceding the date of publication of the
research report.
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B DSlj orits associates may have received compensation from the subject company in the past twelve months.

B DSI) or its associates have not managed or co-managed public offering of securities for the subject Company in the past twelve
months.

B The Research Analysts of the company have not served as an officer, director or employee of the subject Company.
B The Research Analysts or the Company have not been engaged in market making activity for the subject Company.

B Research analyst or his/her relatives may have actual/ beneficial ownership of 1% or more securities of the subject company at
the end of the month immediately preceding the date of publication of research report.

B DSI) or Research analyst or his/her relatives may have financial interest in the subject company in ordinary course of business.

B DSlJ and its associate company(ies), their directors and employees may from time to time, have a long or short position in, and
buy or sell the

B securities of the company(ies) mentioned herein or may have any other potential conflict of interests with respect to any recom-
mendation and other related information and opinions.

Definitions of Terms Used in the research reports:

‘Subject company’ means the company where a recommendation is being suggested.

B Buy: The intended audience is being informed that they can consider purchasing the shares of the said company
m  Sell: The intended audience is being informed that they can consider selling the shares of the said company

B Hold: The intended audience is being informed that they can consider to neither purchase or sell but continue to hold, if any, the
shares of the said company
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