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Ryan L. Ring & Paul P. Willfahrt 
 

Valuation Date: November 20th 2018 Recommendation: BUY Stock Exchange: NYSE 

Current Price: $80.51 Target Price: $94.12 Sector: Materials 

Ticker: ASH Industry: Diversified Chemicals Headquarters: Covington, Kentucky 

 

INTRODUCTION 
Ashland Global Holdings, Inc. (ASH) is a specialty chemical company which manufactures and distributes diversified 
chemical adhesives, automotive, food and beverage, personal care and pharmaceutical, and more. The company operates 
in three distinct segments: Specialty Ingredients, Composites, and Intermediates & Solvents. Over 65% of the company’s 
revenue is derived from their business in Specialty Ingredients while only 25% comes from Composites. Additionally, the 
company was incorporated as the primary publicly held corporation in 2016 in order to reorganize the company and reflect 
the separation of the Valvoline business from the specialty chemicals businesses. Prior to the reorganization of the 
company, the current operations replicate Ashland, Inc., which was established in 2004.  

 

RECOMMENDATION 
We recommend a BUY for Ashland Global Holdings, Inc. due to the current target price of $94.12 which represents a 
14.44% upside to the current Ashland Global Holdings, Inc. price of $80.51. This valuation was based on an even weight 
distribution of Ashland Global Holdings’ discounted cash flow as well as an EV/EBITDA ratio. The even weight 
distribution for the valuation is a conservative estimate by the team and therefore the potential upside could be more 
than our expectation. We also conducted a monte carlo simulation and generated 10,000 outcomes of the stock price, 
after analysis the results showed there is a 68% probability of BUY for the Ashland Global Holding, Inc. stock. Moreover, 
we believe that the key drivers used in our investment thesis are not priced into the current stock price which results in 
an undervalued stock for Ashland Global Holdings, Inc.  

 

INVESTMENT THESIS 
Ashland is shifting its focus to its Specialty Ingredients and Intermediates and Solvents business segments by selling its 
composites segment. The diverse nature of the specialty ingredients segment presents great opportunities and safety 
through diversification moving forward.   
 
The specialty ingredients segment works on designing and manufacturing chemicals and materials to be used in more than 
10 specialty markets including construction, energy, food and beverage, and pharmaceuticals. By offering products to a 
variety of different specialty markets, Ashland can receive revenue from different areas of the economy, which can hedge 
risk of a concentration of revenues in one specific industry. Also, Ashland has spread out its geographic risk by receiving 
62 percent of its revenue from North America and 38 percent from international customers.  
 
Management launched an initiative this year to cut $120 million in costs by the end of 2019, and they hope to realize $50 
million of these cost savings by the end of 2018. Adjusted selling, general, and administrative costs are down 130 basis 
points YoY, and they were down 500 basis points in Q4 from the year ago quarter. Raw material cost inflation was also 
successfully combatted by pricing actions, sales mix optimization, and focus on asset utilization.   
 
Key drivers that will stand out in the revenue breakdown for Ashland are pharmaceuticals, personal and home care, 
and industrial specialties.   
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Industrial Specialties:  
Oil and Gas: Ashland has developed many chemicals to aid in the effective and efficient extraction of oil and natural gas 
for both on and off-shore ventures. A sample of the products include drilling fluids and stimulation fluids, and these are 
used to ensure an effective extraction process. The oil industry in the United States is expanding, especially in the Permian 
Basin in Texas and the Bakken Basin in North Dakota. Within the next 18 months, the bottleneck of minimal transfer 
pipelines out of the Permian will be alleviated as more pipelines are built, and the oil will be transported out of this area 
easier.   
Building and Construction: This segment of the business provides chemicals for products including cement, bridges, and 
window films. This segment could be especially impacted if the government initiates larger infrastructure spending. Since 
the mid-term elections, there has been talk about working on a bi-partisan effort to improve the nation’s infrastructure, 
and this could positively impact Ashland if implemented. Also, the generalized yearly construction done by state and 
federal governments along with construction done by private businesses provides a steady stream of demand for the 
building and construction products containing Ashland’s chemicals.  
 
Pharmaceuticals  
With the ever-present push for a more efficient and cost-effective health care system, the pharmaceuticals segment 
of Ashland is poised to see continued and increasing demand. Also, with the large demographic of aging individuals in 
America, the need for prescription medicine is rising. Some key results Ashland has come up with regarding prescription 
drugs are increased solubility of active ingredients, the design of modified release products, reduction in tablet size, and 
decrease in disintegration time of oral tablets. These features add great value and efficiency to prescription drugs, 
and they will likely spur further demand for Ashland’s products.   
 
Personal and Home Care  
Skin, hair, and oral care: Ashland creates chemical additives to different personal care products to help enhance their 
features. Examples are chemicals in tooth paste that help make teeth whiter, chemicals in shampoo that make hair softer, 
and chemicals in sun screen to increase SPF and waterproofing. All products listed in this section are classified as consumer 
staples, and demand will be existent for these products regardless of the position in the economic cycle. Revenue from 
this business segment will be constant and steady.  
Home care: Home care products are designed with Ashland’s chemicals to produce desirable and effective results, and the 
focus of this segment is cleaning products. Enhancing the cleaning power of dish soap, the brightening effects of laundry 
detergent, and the performance of dusting spray are just a few examples of the positives the chemicals in this segment 
offer. To reiterate, the chemicals produced in this segment are used in products that are staples in consumers’ lives, and 
demand will be steady regardless of the business cycle.  

 

RISKS 
Tariffs  
Tariffs on chemicals exported to China pose a risk to Ashland. The Asia Pacific region amounts to about 17 percent of the 
company’s revenue. Of this 17 percent, only 1.7 percent of revenue comes from Mainland China. So, the total revenue 
exposure of Ashland Global to China is about 1.7 percent, which does not pose a major risk, especially if tariffs are 
heightened in the future. Nevertheless, a rise is costs due to tariffs could be cause for change in business strategy.   
 
Economic Downturn  
Some of the products containing the chemicals made by Ashland Global have a cyclical demand including building products 
and coatings. If the global economy would see another recession in the near future, Ashland Global could see a decline in 
demand for the products containing its chemicals. Ashland is slightly insulated from this risk by its involvement 
with consumer staples, however, so the company would be able to buffer its risk exposure through its diversification.   
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Product Advancement  
The specialty chemical industry requires constant research and development to continue improving products and staying 
competitive. The chemicals created by one company could be the best option one day and the second-best option the 
next. All companies competing in this industry are trying to create the best chemicals available, so they can capture more 
market share. To avoid being passed up, Ashland invests actively in research and development for its business segments, 
with a majority being specialized ingredients. They will need to continue this habit to avoid becoming obsolete in their 
industry.  As such, Ashland increased R&D spending in 2018 by $2 million, spending a total of $85 million. 

 

PAST YEARS’ STOCK PERFORMANCE 
The following chart shows Ashland Global Holdings Inc. stock price performance compared to the Standard and Poor’s 500 

index. Ashland Global Holdings Inc. is represented by the green line and the S&P 500 is represented by the blue line. 
As noted in the above chart, Ashland Global Holdings Inc. stock rose substantially twice during the past year and has 

outperformed the S&P 500 since early May 2018. The first substantial increase in Ashland Global Holdings Inc. stock was 

in May 2018. This was due in part to the company’s second quarterly adjusted EPS from continuing operations beating the 

analysts’ expectations by $0.19. The increase was also due to the company announcing their significant interest in 

acquiring a composites business in Marl, Germany. Lastly, the second and most recent sharp increase in Ashland Global 

Holdings, Inc. was due in part to positive early estimates from the company’s 4Q adjusted EPS from continuing operations 

and a 9% increase in sales, as well as a positive net income compared to the previous year. 

PEER ANALYSIS 

 
 
 
 
 
 
 
The table above shows a peer group comparison selected using companies with similar market capitalization in the 
specialty chemicals market. It is apparent that Ashland Global had the highest one-year revenue growth rate and one-year 

Company  Mkt Cap 
Rev - 1 Yr 

Gr:Y% 
EPS 1 Yr 
Gr:Y% P/E ROE 

EBITDA 
Margin (%) 

ASHLAND GLOBAL HOLDINGS INC  5,031  14.8  258.0  23.8  6.3  18.4  

FUCHS PETROLUB SE  6,007  9.1  6.2  17.8  22.6  17.8  
CLARIANT AG-REG  6,816  9.1  18.4  20.3  16.7  13.7  
CRODA INTERNATIONAL PLC  7,951  10.4  21.0  25.4  32.0  28.2  
JSR CORP  3,457  8.0  15.1  12.0  8.2  14.2  
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earnings per share growth rate of the group. The price to earnings ratio is slightly higher than average, but it is no 
immediate cause for concern due to the good outlook Ashland has moving forward. The return on equity is lowest of the 
group, but this will become better as the company continues to implement its cost saving measures and increases its 
margins. Lastly, the EBITDA margin for Ashland Global is the second highest of the peer group, and it is projected to stay 
on an increasing trend.  

 

MANAGEMENT 
Ashland Global Holdings, Inc has a strong executive team with many years of experience both 
within the company as well as the specialty chemicals company. William Wulfsohn became 
Chairman and CEO of Ashland Global Holdings, Inc in 2015. He was the Chairman and CEO of 
Carpenter Technology Corporation, a small-cap specialty chemical company, for four years. 
The average age of management is 56 years old while the average tenure is 5 years which is 
right in line with the averages of their peers. Moreover, the Board of Directors is made up of 
Mr. Wulfsohn and 10 Independent Directors. We view this governance structure very 
positively because the Board of Directors will not be heavily influenced by company 
management. Recently Cruiser Capital Advisors, one of the top ten shareholders of Ashland 
Global, sent a letter to the company’s executive leadership calling for increased efforts in 
improving the performance of Ashland Global stock. According to Cruiser Capital, they 
believe Ashland Global stock is worth upwards of $125 and even stated in their letter that 

they were going to nominate candidates to sit on the Board of Directors. We view this move very positively because 
Ashland Global Holdings, Inc. will now have to improve their performance and prove to investors that the company is a 
strong buy. Additionally, Cruiser Capital Advisors mentioned in their letter that they view the company’s initiatives 
positively but ultimately, they believe the stock price is undervalued, which is shown in our valuation.  

 

OWNERSHIP OF SHARES 
Displayed in the tables below is the top five shareholders of Ashland Global Holdings, Inc as well as a breakdown of 
institutional and insider shareholders, while the graph represents a summary of the different shareholders. 

Institution Name Current Position Position Net Change % Outstanding 

Vanguard Group Inc. 5,730,773 +152,555 9.17 

BlackRock Inc. 5,452,799 +26,295 8.73 

Luminus Management LLC 2,653,562 -142,651 4.25 

Och-Ziff Capital Management Group LLC 2,252,348 -83,673 3.60 

Neuberger Berman Group LLC 1,764,513 -378,060 2.82 

 

Type of Holder 
% of Shares 

Held 
% Position 

Change 

Institutional 
Shareholders 

98.25 +0.38 

 Insider 
Shareholders 

0.50 +11.60 

Other/Unclassified 1.25 +/- 0.01 

 

William Wulfsohn 

Chairman and CEO – Jan. 2015 


