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Q2FY26 Result Review 

          
HOLD 

Weak quarter marred by excess rainfall 

Somany Ceramics 
 
Summary 

Somany Ceramics Ltd.’s (SCL) Q2FY26 result was below our estimates on key 

parameters. The company reported muted sales volume as Northern markets 

were weak due to excess rains. Further, the domestic market witnessed higher 

sales volume being captured by local players due to a substantial price 

differential resulting from poor quality and high levels of tax/duty evasion. This 

high level of evasion was expected to go down post-GST, but has persisted. On a 

positive note, the industry's overall export pickup (up 7% based on five months 

of data) is significant because it means a lot of Morbi players will start re-exporting, 

thereby leaving more space for branded players in the domestic market. The 

management guided to achieve double-digit margins (upwards of 10% for H2) is 

largely dependent on operating leverage. Given weak H1FY26 performance, we 

have marginally cut our net sales/EBITDA estimates for FY26E/FY27E. Maintain 

HOLD with a TP of Rs474 (earlier Rs557), assigning 20x PER on FY27E.   

Key Highlights and Investment Rationale 

 Subdued performance on key parameters: SCL reported yet another weak 

quarterly performance on key parameters. Net sales was up by 2.8% YoY to 

Rs6,852mn, while EBITDA came in at Rs535mn, down by 4.4% YoY. The 

company reported net profit of Rs123mn, down by 29% over Q2FY25.  

Somany reported 0.1% YoY decline in sales volume at 17.8MSM, while NSR 

was up by 0.5% YoY at Rs321/Sqm.   

 H2FY26 earnings recovery will be closely watched: Building material products 

companies were marred by subdued demand in FY25 as well as H1FY26. 

Though the industry is going through challenging phase, Morbi’s increased 

export in tiles is encouraging. We will closely watch earnings revival of organized 

players in H2FY26, including SCL. We maintain HOLD on SCL with a TP of Rs474. 

Financial snapshot (Rs mn) 

Year FY23 FY24 FY25 FY26E FY27E 

Revenue  24,785   25,914   26,588   27,435   28,416  

 Change (yoy, %)  18   5   3   3   4  

EBITDA  1,887   2,532   2,209   2,414   2,671  

Change (yoy, %)  (9)  34   (13)  9   11  

EBITDA Margin(%)  7.6   9.8   8.3   8.8   9.4  

Adj.PAT  737   989   621   758   972  

EPS (Rs)  17   24   15   18.5   23.7  

Change (yoy, %)  (16.9)  39.0   (37.3)  22.1   28.2  

PE(x)  26.4   19.0   30.3   24.8   19.3  

Dividend Yield (%)  0.4   0.7   0.7   0.7   0.8  

EV/EBITDA (x)  12.1   8.5   9.5   8.3   7.1  

RoE (%)  9.7   13.1   8.3   9.4   11.1  

RoCE (%)  8.1   12.8   10.2   10.7   11.8  
Source: IDBI Capital Research 
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Concall Highlights: 

Industry: 

 The building material industry moves at a lag of two to three years post the real estate boom, and the tiles 

cycle is considered to be just about beginning. 

 Local players captured volume due to a substantial price differential resulting from poor quality and high 

levels of tax/duty evasion. This high level of evasion was expected to go down post-GST, but has persisted. 

 The industry's overall export pickup (up 7% based on five months of data) is significant because it means a 

lot of Morbi players will start re-exporting, thereby leaving more space for branded players in the 

domestic market. 

 Gas pricing has remained completely flat across different locations, and no surprises are expected.  

Operating Performance: 

 The company's 3.6% growth was achieved despite the Northern Territory (contributing 46% to 47% of tile 

sales) being "virtually underwater" due to rains. While the North volume did not grow, the South 

performed better than it had in the previous three to four quarters. 

 The 20-25day complete shutdown at the Kassar plant was caused by a leakage in the Bhavana gas pipeline 

(a Gale pipeline). The gas was restored on September 20th. 

 The Max plant is operating at only 50% utilization and posted a loss of around Rs75mn for the quarter. It is 

expected to reach 75% to 80% utilization by Q4, at which point it will stop losing money (break-even). 

 The Vintage JV had a 40-day shutdown, but the management changed the product mix away from 

exclusively producing double-charge verified tiles (which mainly went to the government sector). This 

plant is now 100% back online 

 Own tiles production stood at 5.93MSM, JVs was 4.94MSM and Others were 6.93MSM. The Realization for 

Q2FY26 stood at Rs321sq.m. 

 The MAC JV is still in losses, but corrective action has been taken, and considerable gains are expected 

from Q4 onwards 
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 The product mix split was: Ceramics at 33%, PVT at 26%, and GVT at 41%. GVT provides the highest 

contribution margin, followed by Ceramics, with PVT being the lowest contributor. 

 The total debt in JVs is Rs2570mn, with Sudha contributing approximately Rs1050mn and Max contributing 

approximately Rs850mn. Somany Ceramics standalone made repayments of approximately Rs180mn  

in H1. 

 Advertising and sales promotion spending is currently maintained at 2.3% to 2.5% of revenue, which is 

down from 2.9% previously. 

Expansion and Capex 

 The company's current capacity allows for approximately Rs5000-6000mn more in tiles sales and another 

Rs900-1000mn in bath fittings. 

 While there are no current plans due to a recent large buyback and the Max Plant expansion, the company 

confirmed that if no significant expansion is required over the next 12 to 24 months. 

Guidance 

 The expectation to achieve double-digit margins (upwards of 10% for H2) is largely dependent on 

operating leverage. Increased capacity utilization, moving from 75% to 85-87% levels, is expected to 

automatically add 100 to 130 basis points at current margins. Any future price hike would be incremental 

to this operating leverage gain. 

 The GVT sales are targeted to reach 50% plus in the next year. 

 Sanitaryware is guided for low double-digit growth, with historically better performance expected in Q3 

and Q4. Sanitaryware is expected to contribute approximately 15% to 16% of revenue in the next one 

year. The combined non-tile businesses (sanitary wear, faucets, and adhesives) are expected to exceed 

20% of total revenue in the next two years. 
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Exhibit 1: Financial snapshot  

Particulars (mn) Q2FY26 Q1FY26 QoQ (%) Q2FY25 YoY (%) 

Total revenues           6,852            6,044                  13.4            6,663                2.8  

Total expenditure           6,317            5,563                  13.6            6,103                3.5  

EBIDTA               535                482                  11.1                560              (4.4) 

EBIDTA margin(%)                    8                     8  -16bps                    8  -59bps 

Depreciation               263                260                    1.2                192              37.2  

Interest cost               123                127                  (3.0)               135              (8.5) 

Other income                 37                  19                  94.2                  13           179.5  

PBT               186                114                  63.1                247            (24.7) 

Tax                 63                  40                  55.2                  73            (14.6) 

Rep. net profit               123                  74                  67.5                173            (29.0) 

EPS (INR)                2.9                 1.7                  67.5                 4.1            (29.0) 
 

Source: Company; IDBI Capital Research 

 

Exhibit 2: Actual Vs Expected  

Particulars (Rs mn) Q2FY26A Q2FY26E Variance (%) 

Net Sales           6,852            6,930                  (1.1) 

EBITDA               535                589                  (9.2) 

EBITDA Margin                7.8                 8.5   -69bps  

Net Profit               123                166                (25.8) 

EPS Rs                2.9                 3.9                (25.8) 
 

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 FY22 FY23 FY24 FY25 FY26E FY27E 

Net sales  20,945   24,785   25,914   26,588   27,435   28,416  

 Change (yoy, %)  26.9   18   5   3   3   4  

Operating expenses  (18,879)  (22,898)  (23,381)  (24,379)  (25,021)  (25,745) 

EBITDA  2,065   1,887   2,532   2,209   2,414   2,671  

 Change (yoy, %) 8.6  (9)  34   (13)  9   11  

 Margin (%)  9.9   7.6   9.8   8.3   8.8   9.4  

Depreciation  (640)  (679)  (725)  (903)  (1,023)  (1,055) 

EBIT  1,426   1,209   1,807   1,306   1,391   1,616  

Interest paid  (296)  (404)  (465)  (524)  (501)  (444) 

Other income  134   145   106   90   95   99  

Pre-tax profit  1,264   929   1,428   852   985   1,271  

Tax   (330)  (259)  (434)  (272)  (248)  (320) 

 Effective tax rate (%)  26.1   27.9   30.4   32.0   25.2   25.2  

Minority Interest  (47.3)  45.8   (25.0)  20.9   20.9   20.9  

Net profit  887   715   969   601   758   972  

Exceptional items   -     (22)  (21)  (20)  -     -    

Adjusted net profit  887   737   989   621   758   972  

 Change (yoy, %)  17.5   (17)  34   (37)  22   28  

EPS  20.9   17.4   24.1   15.1   18.5   23.7  

Dividend per sh  -     2.0   3.0   3.0   3.0   3.5  

Dividend Payout (%)  -     13.8   14.9   23.8   19.5   17.7  
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Balance Sheet  (Rs mn) 

Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E 

Shareholders' funds  7,263   7,870   7,201   7,717   8,327   9,127  

Share capital  85   85   82   82   82   82  

Reserves & surplus  7,178   7,785   7,119   7,635   8,245   9,045  

Total Debt  4,765   4,884   3,351   3,019   2,947   2,960  

Other liabilities  1,310   1,455   1,229   1,237   1,297   1,384  

Curr Liab & prov.  3,508   4,827   6,928   6,970   7,316   7,684  

 Current liabilities  3,035   4,212   6,346   6,220   6,551   6,904  

 Provisions  473   615   582   750   765   780  

Total liabilities  9,584   11,166   11,508   11,226   11,559   12,029  

Total equity & liabilities  17,923   20,111   19,838   19,669   20,591   21,840  

             

Net fixed assets  9,369   10,120   10,846   10,192   9,678   9,133  

Investments  600   319   146   127   138   149  

 Other non-curr assets  1,250   1,315   1,230   1,422   1,464   1,509  

Current assets  6,704   8,358   7,615   7,929   9,311   11,049  

 Inventories  2,737   3,915   3,466   3,379   3,581   3,832  

 Sundry Debtors  2,368   2,683   3,372   3,688   3,946   4,262  

 Cash and Bank  1,486   1,546   709   777   1,694   2,861  

 Loans and advances  113   215   68   85   90   94  

Total assets  17,923   20,111   19,838   19,669   20,591   21,840  
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Cash Flow Statement  (Rs mn) 

Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E 

Pre-tax profit  1,264   929   1,428   852   985   1,271  

Depreciation  640   679   725   903   1,023   1,055  

Tax paid  (358)  (346)  (359)  (364)  (238)  (304) 

Chg in working capital  469   (152)  1,869   (196)  (116)  (198) 

Other operating activities  -     -     -     -     -     -    

Cash flow from operations (a)  2,015   1,110   3,664   1,195   1,654   1,825  

       

Capital expenditure  (2,798)  (1,429)  (1,452)  (248)  (510)  (510) 

Chg in investments  298   282   173   19   (11)  (11) 

Other investing activities  -     -     -     -     -     -    

Cash flow from investing (b)  (2,501)  (1,147)  (1,279)  (229)  (521)  (521) 

       

Equity raised/(repaid)  0   -     (3)  -     -     -    

Debt raised/(repaid)  531   118   (1,533)  (332)  (73)  13  

Dividend (incl. tax)  -     (102)  (148)  (148)  (148)  (172) 

Chg in monorities  32   45   78   (382)  -     -    

Other financing activities  (82)  36   (1,616)  (38)  4   23  

Cash flow from financing (c)  481   98   (3,222)  (899)  (216)  (136) 

       

Net chg in cash (a+b+c)  (5)  60   (837)  68   916   1,168  
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Financial Ratios  

Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E 

Book Value (Rs) 171.1 185.4 175.6 188.2 203.1 222.6 

Adj EPS (Rs) 20.9 17.4 25.3 15.1 18.5 23.7 

Adj EPS growth (%) 17.4 -16.9 46.0 -37.3 22.1 28.2 

EBITDA margin (%) 9.9 7.6 9.8 8.3 8.8 9.4 

Pre-tax margin (%) 6.0 3.7 5.5 3.2 3.6 4.5 

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

ROCE (%) 10.4 8.1 12.8 10.2 10.7 11.8 

ROE (%) 13.0 9.7 13.8 8.3 9.4 11.1 

DuPont Analysis       

Asset turnover (x) 1.3 1.3 1.3 1.3 1.4 1.3 

Leverage factor (x) 2.5 2.5 2.7 2.6 2.5 2.4 

Net margin (%) 4.2 3.0 4.0 2.3 2.8 3.4 

Working Capital & Liquidity ratio       

Inventory days 48 58 49 46 48 49 

Receivable days 41 40 47 51 53 55 

Payable days 50 60 87 50 51 52 

Valuations  

Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E 

PER (x) 22.0 26.4 19.0 30.3 24.8 19.3 

Price/Book value (x) 2.7 2.5 2.6 2.4 2.3 2.1 

EV/Net sales (x) 1.1 0.9 0.8 0.8 0.7 0.7 

EV/EBITDA (x) 11.0 12.1 8.5 9.5 8.3 7.1 

Dividend Yield (%) 0.0 0.4 0.7 0.7 0.7 0.8 

Source: Company; IDBI Capital Research 
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