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Q3FY24 Result Review 

                                                                                     
HOLD 

Subdued demand weighed on earnings 

Somany Ceramics 
 
Summary 

Somany Ceramics Ltd.’s (SCL) Q3FY24 result was broadly in-line with our 

estimates on key parameters. Domestic demand continued to be sluggish along 

with low capacity utilization leading to reduction in topline and volume for this 

quarter. The company’s large format tile plant was successfully commissioned 

during Q3FY24 and commenced commercial production in January in order to 

strengthen their value-added product offering and expand the reach in niche 

segment. Net sales was down by 1.7% YoY to Rs6,121mn, while EBITDA came in 

at Rs590mn, up by 45.4% YoY. The company reported net profit of Rs234mn, a 

robust growth of 104% over Q3FY23. We expect revival in earnings in mid-long 

term horizon. We roll over to FY26E and maintain HOLD with a revised TP of 

Rs775 (earlier Rs749), assigning 18x PER on FY26E.   

Key Highlights and Investment Rationale 

 Weakness in demand marred volume off-take: The company reported mere 

2.5% YoY de-growth in sales volume to 15.7MSM led by subdued demand. 

Further, NSR also declined by 2.5% YoY to Rs328/SQM. Capacity utilization in 

Q3FY24 was tiles - 83%, sanitaryware- 60% and faucets- 79%, while sales mix 

of Own manufacturing/ JVs/Others was at 31%/37%/32%. While the 

Sanitaryware division recorded growth of 3%, the Bath fittings division 

witnessed a significant 16% growth and Bathware has shown 8% growth. 

 Demand outlook would pave the way for growth, HOLD with a TP of Rs775: 

After a muted 9MFY24, domestic demand would be closely watched for SCL’s 

earnings revival. We believe that SCL is well placed for net sales growth, 

provided demand improves at a healthy pace. Further, Bathware segment is 

doing well and will aid earnings in a meaningful way in near future. The 

company’s thrust on branding and strengthening of distribution network 

would be key elements of improved earnings. HOLD with a TP of Rs775. 

Financial snapshot (Rs mn) 

Year FY22 FY23 FY24E FY25E FY26E 

Revenue  20,945   24,785   26,767   29,752   32,928  

 Change (yoy, %)  27   18   8   11  11  

EBITDA  2,065   1,887   2,382   3,094  3,622  

Change (yoy, %)  9   (9)  26   30  17  

EBITDA Margin(%) 9.9  7.6  8.9   10.4  11.0  

Adj.PAT  887   737   978   1,473  1,827  

EPS (Rs)  21   17   23   35  43  

Change (yoy, %)  17.4   (16.9)  32.8   50.6  24.1  

PE(x)  35.3   42.5   32.0   21.2  17.1  

Dividend Yield (%) -  0.3  0.3  0.5  0.6  

EV/EBITDA (x)  16.7   18.3   14.3   10.6  8.7  

RoE (%)  13.0  9.7   11.8   15.7  16.9  

RoCE (%)  10.4  8.1  9.7   12.9  14.3  
Source: IDBI Capital Research 
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Concall Highlights: 

 Revenue for the quarter was reported at Rs6.09bn, EBITDA at Rs590m and PAT at Rs220mn owing to a -

1.5%, 45.5% and 85.7% growth on a YoY basis. 

 Domestic demand continued to be sluggish along with low capacity utilization leading to reduction in 

topline and volume for this quarter. 

 The company achieved a substantial improvement in working capital days, reducing from 31 days in March 

‘23 to 10 days. Simultaneously, net debt decreased from Rs3080mn in March ‘23 to Rs1720mn. 

 Owing to the tough market conditions which prevailed on account of weaker domestic demand the 

company reported -2% volume growth in Q3FY24, reaching 15.75 msm from 16.15msm on a YoY basis.  

 EBITDA and PAT have demonstrated stability, attributed to the support received from previously 

nonperforming JVs, which are now contributing positively. The achievement is further enhanced by 

significant line balancing efforts, and this trend is anticipated to persist in the foreseeable future. 

 As for the tiles sales the company reported a sales mix of Own manufacturing at 31%, JVs at 37% & Other 

tiles at 32% on a standalone basis. 

 While the capacity utilization for Q3FY24 at 83% in Tiles, 60% in Sanitaryware and 79% in Faucets segment 

with total capacity utilization at 81%. 

 At present, the Tiles capacity of the company stands at 80 msm which includes dedicated outsource tie 

ups, Sanitaryware capacity of 0.78 pcs p.a. excluding outsourced tie ups and Bath Fittings capacity at 1.3 

mn pcs p.a. excluding outsourced tie ups. 

 The company’s large format tile plant was successfully commissioned during Q3FY24 and commenced 

commercial production in January in order to strengthen their value-added product offering and expand 

the reach in niche segment. 

 The newly launched products from the aforementioned plant, including tiles, slabs, marbles, etc., have 

received positive market reception. These products will be branded as "Cover Stone." 
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 The ceramic PVT-GVT mix remains the same, in favor of GVT the company has gone upto 34% from 32%, 

ceramics has come down to 36% and PVT remains flat. 

 While the Sanitaryware division recorded growth of 3%, the Bath fittings division witnessed a significant 

16% growth and Bathware has shown 8% growth. 

 The gas prices for the quarter stands at Rs44 and is expected to remain in the range of Rs46-47 for 

Q4FY24. 

 The total debt in the on a standalone basis for JVs is at Rs3240mn out of which 2 entities have the bulk of 

the debt. 

 The share buyback of Rs1250mn went successfully with getting oversubscribed by 6 times. 

 The company has decided to invest in solar power, reducing the electricity cost in Haryana plant spending 

Rs37.6mn with benefits coming in from Q3FY25. 

 Brand spending for the current year is projected to remain at 2.75% of revenue, with a slight increase of 

3% for the current quarter for brand building to facilitate deeper penetration. 

 The company has made significant strides in net dealer expansion, adding 300 new dealers to its network. 

 Exercising caution of demand fluctuations, the company's guidance for volume and value growth for FY24 

is revised to be lower than the high single digits owing to the unexpected volume drop in Q3FY24.  

 Despite the revised guidance, the management remains optimistic about achieving revenue growth 

between 5-7% for Q4FY24. The outlook for the next fiscal year anticipates growth 5-6% higher than 

industry standards. 

 The company expresses high optimism regarding long-term growth, underlined by capex spends of 

Rs6000mn in the last 24 months, with capacity utilization projected to exceed 90% for the next year. 
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Exhibit 1: Financial snapshot                                                                                                                                                

Particulars  (mn) Q3FY24 Q2FY24 QoQ (%) Q3FY23 YoY (%) 

Total revenues  6,121   6,552   (6.6)  6,224   (1.7) 

Total expenditure  5,531   5,910   (6.4)  5,818   (4.9) 

EBIDTA  590   641   (7.9)  406   45.5  

EBIDTA margin(%) 9.6  9.8   -14bps  6.5   964bps  

Depreciation  188   176   6.8   168   12.2  

Interest cost  109   110   (0.9)  119   (8.4) 

Other income  28   38  (26.8)  41  (31.5) 

exceptional Item  13  -   -  -   -  

PBT  321   394  (18.3)  160  100.7  

Tax  100   98   2.1   45  121.1  

Minority Interest -  -     (5)   

Rep. net profit  234   295  (20.8)  115  104.0  

EPS (INR) 5.5  7.0  (20.8) 2.7  104.0  
 

Source: Company; IDBI Capital Research 

 

Exhibit 2: Actual Vs Expected  

Particulars (Rs mn) Q3FY24A Q3FY24E Variance (%) 

Net Sales  6,121   6,452   (5.1) 

EBITDA  590   617   (4.3) 

EBITDA Margin 9.6  9.6   8bps  

Net Profit  234   217   7.6  

EPS Rs 5.5  5.1   7.6  
 

Source: Company; IDBI Capital Research 
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Exhibit 3: Sales volume analysis   

 

Source: Company; IDBI Capital Research 

 

Exhibit 4: Sales volume contribution (%) 

 

Source: Company; IDBI Capital Research 
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Financial Summary 

Profit & Loss Account  (Rs mn) 

Year-end: March FY21 FY22 FY23 FY24E FY25E FY26E 

Net sales  16,506   20,945  24,785  26,767  29,752  32,928  

   Change (yoy, %) 2.5   27  18  8  11  11  

Operating expenses  (14,604)  (18,879) (22,898) (24,385) (26,658) (29,306) 

EBITDA 1,902  2,065   1,887   2,382   3,094   3,622  

   Change (yoy, %) 44.8  9  (9) 26  30  17  

   Margin (%)  11.5  9.9   7.6   8.9  10.4  11.0  

Depreciation  (616)  (640) (679) (854) (899) (944) 

EBIT 1,286  1,426   1,209   1,529   2,196   2,678  

Interest paid  (401)  (296) (404) (443) (465) (490) 

Other income  128   134  145  160  176  194  

Pre-tax profit  828  1,264  929   1,246   1,907   2,382  

Tax   (222)  (330) (259) (314) (480) (600) 

   Effective tax rate (%) 26.8  26.1   27.9   25.2   25.2   25.2  

Minority Interest (35.7) (47.3)  45.8   45.8   45.8   45.8  

Net profit  570   887  715  978   1,473   1,829  

Exceptional items   (185)  -  (22) -  -  -  

Adjusted net profit  755   887  737  978   1,473   1,827  

   Change (yoy, %)  88.6   18  (17) 33  51  24  

EPS  17.8   20.9  17.4  23.0  34.7  43.0  

Dividend per sh 2.4  -   2.0   2.5   3.5   4.5  

Dividend Payout (%)  16.2  -  13.8  13.0  12.1  12.5  
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Balance Sheet  (Rs mn) 

Year-end: March FY21 FY22 FY23 FY24E FY25E FY26E 

Shareholders' funds 6,407  7,263   7,870   8,720  10,015  11,615  

Share capital 85  85   85   85   85   85  

Reserves & surplus 6,323  7,178   7,785   8,636   9,930  11,530  

Total Debt 4,235  4,765   4,884   4,917   5,163   5,443  

Other liabilities 1,249  1,310   1,455   1,532   1,639   1,748  

Curr Liab & prov. 2,698  3,508   4,827   5,123   5,404   5,653  

   Current liabilities 2,206  3,035   4,212   4,501   4,766   5,001  

   Provisions  492   473  615  622  638  652  

Total liabilities 8,182  9,584  11,166  11,572  12,206  12,844  

Total equity & liabilities  15,586   17,923  20,111  21,323  23,205  25,397  

             

Net fixed assets 7,210  9,369  10,120  10,285  10,161   9,998  

Investments  898   600  319  350  378  412  

   Other non-curr assets 1,115  1,250   1,315   1,368   1,418   1,465  

Current assets 6,363  6,704   8,358   9,319  11,248  13,520  

   Inventories 2,455  2,737   3,915   4,228   4,439   4,706  

   Sundry Debtors 2,211  2,368   2,683   2,844   2,986   3,195  

   Cash and Bank 1,491  1,486   1,546   2,017   3,578   5,363  

   Loans and advances  206   113  215  230  244  257  

Total assets  15,586   17,923  20,111  21,323  23,205  25,397  
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Cash Flow Statement  (Rs mn) 

Year-end: March FY21 FY22 FY23 FY24E FY25E FY26E 

Pre-tax profit  828  1,264  929   1,246   1,907  2,382  

Depreciation  616   640  679  854  899  944  

Tax paid  (228)  (358) (346) (295) (443) (553) 

Chg in working capital  623   469  (152) (178) (73) (227) 

Other operating activities  -   -  -  -  -   -  

Cash flow from operations (a) 1,839  2,015   1,110   1,627   2,289  2,545  

       

Capital expenditure  (354)  (2,798) (1,429) (1,019) (775) (781) 

Chg in investments  (557)  298  282  (32) (28) (34) 

Other investing activities  -   -  -  -  -   -  

Cash flow from investing (b)  (911)  (2,501) (1,147) (1,051) (803) (815) 

       

Equity raised/(repaid)  -  0  -  -  -   -  

Debt raised/(repaid)  (216)  531  118   33  246  280  

Dividend (incl. tax)  (122)  -  (102) (127) (178) (229) 

Chg in monorities 20  32   45  -  -   -  

Other financing activities  680   (82)  36  (10)  6   4  

Cash flow from financing (c)  362   481   98  (104)  74  54  

       

Net chg in cash (a+b+c) 1,290  (5)  60  472   1,560  1,785  
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Financial Ratios  

Year-end: March FY21 FY22 FY23 FY24E FY25E FY26E 

Book Value (Rs) 151.1 171.1 185.4 205.4 235.9 273.6 

Adj EPS (Rs) 17.8 20.9 17.4 23.0 34.7 43.0 

Adj EPS growth (%) 88.6 17.4 -16.9 32.8 50.6 24.1 

EBITDA margin (%) 11.5 9.9 7.6 8.9 10.4 11.0 

Pre-tax margin (%) 5.0 6.0 3.7 4.7 6.4 7.2 

Net Debt/Equity (x) 0.4 0.5 0.4 0.3 0.2 0.0 

ROCE (%) 10.4 10.4 8.1 9.7 12.9 14.3 

ROE (%) 12.1 13.0 9.7 11.8 15.7 16.9 

DuPont Analysis             

Asset turnover (x) 1.1 1.3 1.3 1.3 1.3 1.4 

Leverage factor (x) 2.5 2.5 2.5 2.5 2.4 2.2 

Net margin (%) 4.6 4.2 3.0 3.7 4.9 5.5 

Working Capital & Liquidity ratio             

Inventory days 54 48 58 58 54 52 

Receivable days 49 41 40 39 37 35 

Payable days 46 50 60 60 59 56 

Valuations  

Year-end: March FY21 FY22 FY23 FY24E FY25E FY26E 

PER (x) 41.4 35.3 42.5 32.0 21.2 17.1 

Price/Book value (x) 4.9 4.3 4.0 3.6 3.1 2.7 

EV/Net sales (x) 2.1 1.7 1.4 1.3 1.1 1.0 

EV/EBITDA (x) 17.9 16.7 18.3 14.3 10.6 8.7 

Dividend Yield (%) 0.3 0.0 0.3 0.3 0.5 0.6 

Source: Company; IDBI Capital Research 
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Notes 
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