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Croda International (CRDA LN) 
Sept 15th, 2019

Moat Category 

Reinvestment Moat
Fair Value Estimate 

-
Price  

$61.03
Enterprise Value 

$8.7bn

Moat Type 

Switching Costs-Integration
Economic Moat 

Narrow
Stewardship Rating 

-
Market Cap 

$7.9bn

What does it do: “Croda is a British speciality 

chemicals company with 60% of sales generated 

outside Europe. The company has four segments: 

personal care, life sciences, performance 

technologies, and industrial chemicals. Personal care 

produces speciality and active ingredients for 

cosmetics and skin/hair care. The life sciences 

business manufactures products for healthcare and 

agrochemicals. Performance technologies produces 

additives for industrial products. Industrial chemicals 

largely sells byproducts from the other business lines.” 

(Source: Morningstar).

Source: www.evaexpress.com

http://evaexpress.com
http://evaexpress.com
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09 2018

Revenue $1,425m $1,844m

NOPAT $143m $345m

Gross margin 22% 38%

NOPAT margin 10% 19%

Basic shares out

Capital (Net Operating Assets) $1,068m $2,058m

Equity $331m $1,038m

ROIC (EVA) 12.5% 17%

EVA Spread 6% 10.5%

Past 10-year performance metrics
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Wide Moat Checklists

Competitive Strengths Does CRDA 
have it? Evidence

Product or service is needed or 
desired (and will continue to 
do so)

.
Specialty chemicals are a key ingredient for some of the biggest, 
most successful brands in the world. This will continue to be the 
case in the future.

Product is perceived by its 
customers to have no close 
substitute

.
Croda is in a competitive market, with larger and more established 
players within certain segments.

Product is not subject to price 
regulation .

Croda is in a heavily regulated market, given that some of their 
chemicals are used in personal care products. Their prices are not 
regulated.

Strong barriers to entry

.

Barriers to entry are moderate for the industry. 
Presence of large, established incumbents make it challenging for 
new players to enter the market. These businesses have well 
established manufacturing operations and in many cases 
patented technologies. They also have access to approved 
sources for active ingredients, if not involved in producing it 
themselves. Securing regulatory approvals is another barrier, 
along with sizable investments into R&D. Lastly, deeply 
entrenched customer relationships between supplier and 
customer are difficult for potential entrants to disrupt.

Loyal customers

.

Croda’s products become key ingredients for their customers, 
making Croda an integral part of production process. These long 
lasting relationships that Croda has cultivated over many years 
create a strong Switching Cost for its customers.

Low risk of technological 
obsolescence .

Croda will continue to developing better technologies to produce 
specialty chemicals. These developments are likely to be 
incremental.

Abundant growth possibilities

.

The two largest segments for Croda are Personal Care and 
Performance Technologies, representing 34% and 33% of sales 
respectively. Both these segments have long runways ahead of 
them, as emerging markets see changing demographics and 
become more technologically sophisticated.

Limited capital requirements

.

As the EVA graphs illustrate above, Croda’s capital base has 
grown over the years. This signals an increase in R&D spend, and 
recent acquisitions Croda has made. Capital requirements are 
moderate for the industry.

Significant and growing free 
cash flows (and EVAs) .

More evidence is required to know Croda’s growth strategy. The 
industry is likely to benefit from emerging nations’ shifting 
demographics.


