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TP GEPERNOR  Key Stock Data
S h re e Ce m e nt R E D U C E cmP Rs27,609 Bloomberg/Reuters SRCM IN/SHCM.BO

. . . . Potential upside / downside -7%
In-line but valuation still at premium - Rapting / IANIAY  sector Cement
Shares o/s (mn) 36
Summary V/s Consensus Market cap. (Rsmn) 9,96,152
EPS (Rs) FY22E FY23E  Market cap. (USS mn) 13,676
Shree Cement (SRCM) Q4FY21 EBITDA was in-line with our and consensus estimate. IDBI Capital 7853 8411  3-m daily avgTrd value (Rsmn) 586.1
SRCM volume increase at +19% YoY was strong. Post the result we have increased Consensus 685.7 810.7 52-week high/low  Rs32,050/ 18,214
EBITDA estimate for FY22E and FY23E by 6% and 11%. This factors higher ASP (as % difference 14.5 3.8  Sensex /Nifty 50,540 / 15,175
Q4FY21 realization is up 4% QoQ), lower opex/t versus earlier estimate for FY22E/23E.
We continue to value SCRM at 18x FY23E EV/EBITDA and revised TP is Rs25,610 (earlier Shareholding Pattern (%) Relative to Sensex (%)
Rs22,517). But given there is a down downside of 7% to our fair value, we lower stock Promoters 62.6 1400
rating to reduce. SRCM valuation premium to UTCEM has narrowed to 35% (from the 1l 12,5 Eg'g
highs of 80%) vs. historical average of 45%. But expectation of weak 1HFY22 is weighing DIl 10.6 1100 -
on us to have positive outlook on the stock. Catalyst for stock performance is capacity Public 14.3 188:8
addition which will increase company’s capacity by +15% YoY to 46mt, lower costs and 80.0 -
higher realization. Price Performance (%) Zg:g -
-im  -3m  -12m SISYSSRSIIFIFIFY
Key Highlights and Investment Rationale Absolute (32) 18 386 $23553585385855¢%
B Q4FY21 snapshot: SRCM revenue increased by 22% YoY to Rs39bn and is supported Rel to Sensex (83) 0.2 (26.1) T ShreeCementiid sensex
by volume which is up 19% YoY. Realization increased sequentially by 4% QoQ and is Financial snapshot (Rsmn)
led by regional mix and premium cement sales. EBITDA/t stood at Rs1433 and is Year Y2019 Y2020 — FY2022E FY2023E
lower by 8% YoY and 6% QoQ. This was majorly led by higher employee cost and Revenue 1,17,220  1,19,040  1,25,884  1,43,767  1,58,646
other expenses. Absolute EBITDA was up 8% YoY at Rs12bn and PAT up 31% YoY. PAT EBITDA 26,528 36,745 39,547 45,287 47,808
increase is driven by higher other income, lower depreciation. EBITDA (%) 22.6 30.9 314 315 30.1
Adj. PAT 11,292 15,702 23,119 27,359 29,303
B Expect 10%/8% volume increase for FY22E/23E: We expect cement volume to EPS (Rs) 324.1 450.7 663.6 785.3 8411
increase by +10% and this factors addition of 6mtpa GU in 2HFY22. For FY23E we EPS Growth (%) (18.4) 39.1 47.2 183 71
factor volume to increase by +8% YoY. EBITDA to increase by +15% /+6% YoY with PE (x) 85.2 61.3 41.6 35.2 32.8
EBITDA/t of Rs1531 and Rs1503 for FY22/23E, respectively. Dividend Yield (%) 0.2 0.4 0.6 0.8 0.8
B Weakness in stock price: SRCM stock is down by 14-15% in the last two months and EV/EBITDA () 370 26:5 24 213 198
' RoE (%) 12.2 13.9 16.4 16.9 16.2
we understand this is due to correction in the valuation. But at CMP, valuation at 20x RoCE (%) 9.9 13.5 16.7 18.2 17.4
FY23EV/EBITDA is still at premium to +1STD of its last 10 year mean. Source: Company; IDBI Capital Research
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Exhibit 1: Financial snapshot (Rsmn)
Year-end: March Q4FY21 Q3FY21 QoQ Chg (%) Q4FY20 YoY Chg (%)
Net Sales 39,308 33,094 18.8 32,175 22.2
EBIDTA 11,772 10,890 8.1 10,789 9.1
EBIDTA margin (%) 29.9 32.9 -296bps 33.5 -358bps
Other income 1,244 1,068 16.4 978 27.2
PBIDT 13,015 11,958 8.8 11,767 10.6
Depreciation 2,993 2,906 3.0 4,362 (31.4)
Interest 553 585 (5.5) 726 (23.9)
Pre-tax profit 9,469 8,466 11.8 6,678 41.8
Tax 1793 2,204 (18.6) 797 125.0
PAT 7,677 6,262 22.6 5,882 30.5
EPS 213 174 22.6 163 30.5

Source: Company

Exhibit 2: Operational data

Q4FY21 Q3FY21 QoQ Chg (%) Q4FY20 YoY % Chg
Sales (mn tonnes) 8.2 7.2 15% 6.6 24%
Net realization per tonne 4,785 4,620 4% 4,840 -1%
Expenditure per tonne 3,352 3,099 8% 3,217 4%
Composite raw materials per tonne 399 263 52% 273 46%
Employees Cost per tonne 297 236 26% 254 17%
Power & Fuel Cost per tonne 753 777 -3% 935 -19%
Freight & Handling Expenses Cost per tonne 1,160 1,137 2% 1,075 8%
Other Expenditure per tonne 743 687 8% 680 9%
EBITDA per tonne 1,433 1,520 -6% 1,623 -12%

Source: Company; IDBI Capital Research
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Exhibit 3: Q4FY21 volume up 24% YoY Exhibit 4: Sale price up 4% QoQ in Q4FY21
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Exhibit 5: Opex/t increased by 8% QoQ in Q4FY21 Exhibit 6: Q4FY21 EBITDA/t down 12% YoY/ 6% QoQ to
Rs1433
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Exhibit 7: Power/t down by 3% QoQ in Q4FY21 Exhibit 8: Freight/t up by 2% YoY in Q4FY21
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Exhibit 9: Change in estimate

Particulars Old estimates New estimates Change (%)

(Rsmn) FY22E FY23E FY22E FY23E FY22E FY23E
Sales 144,855 152,852 143,767 158,646 -1% 4%
EBITDA 42,794 43,160 45,287 47,808 6% 11%
PAT 24,311 24,234 27,359 29,303 13% 21%
Volumes 31 32 30 32 -5% -2%
EBITDA/mt 1,400 1,357 1,531 1,503 9% 11%

Source: IDBI Capital Research
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Exhibit10: Valuation Summary

FY23E

EBITDA Rs mn 47,808
EV/EBITDA Multiple x 18
EV Rs mn 860,537
less FY22 debt /(Cash) -31,656
Equity value Rs mn 892,192
Target price Rs/sh 25,610

Source: Company; IDBI Capital Research
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Financial Summary

Profit & Loss Account

Year-end: March FY20
Net sales 1,19,040
Growth (%) 1.6

Operating expenses (82,295)

EBITDA 36,745
Growth (%) 38.5
Depreciation (16,994)
EBIT 19,751
Interest paid (2,865)
Other income 2,716
Pre-tax profit 19,602
Tax (3,900)
Effective tax rate (%) 19.9
Net profit 15,702
Exceptional items -
Adjusted net profit 15,702
Growth (%) 39.1
Shares o/s (mnnos) 35

FY21
1,25,384
5.7
(86,337)
39,547
7.6
(11,399)
28,148
(2,471)
4,580
30,257
(7,138)
23.6

23,119

23,119
47.2

35

FY22E
1,43,767

14.2

(Rsmn)
FY23E
1,58,646

10.4

(98,480) (1,10,839)

45,287
14.5
(11,671)
33,616
(1,948)
4,811
36,478
(9,120)
25.0

27,359

27,359
18.3

35

47,808
56
(12,265)
35,543
(1,587)
5,114
39,070
(9,768)
25.0

29,303

29,303
7.1

35

Cash Flow Statement
Year-end: March
Pre-tax profit
Depreciation
Tax paid
Chg in working capital
Other operating activities
Cash flow from operations (a)
Capital expenditure
Chg in investments
Other investing activities
Cash flow from investing (b)
Equity Raised/(repaid)
Debt raised/(repaid)
Dividend (incl. tax)
Chng in minorities
Other financing activities

Cash flow from financing (c)

Net chg in cash (a+b+c)

(Rsmn)

FY20 FY21 FY22E FY23E ‘
19,602 30,257 36,478 39,070
16,994 11,399 11,671 12,265
(4,859) (7,439) (9,120) (9,768)
5,591 8,762 (5,311) (496)
185 (2,044) (2,863) (3,527)
37,514 40,936 30,856 37,544
(12,808) (9,924) (18,000) (13,000)
(44,317) (27,336) - -
3,392 8,737 4,811 5,114
(53,733) (28,679) (13,189) (7,886)
23,833 - - -
1,175 - - -

(2,868) (22)  (8,691) (9,308)

(6,231) (12,124) (1,948) (1,587)
15,910 (12,146) (10,639) (10,895)

(309) 112 7,028 18,763
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Balance Sheet (Rsmn) Financial Ratios
Year-end: March FY20 FY21 FY22E FY23E Year-end: March FY20  FY21 FY22E FY23E
Net fixed assets 52,810 51,625 57,954 58,689 Adj. EPS (Rs) 450.7 663.6 7853 841.1
Investments 89,154 1,10,506 1,10,506 1,10,506 Adj. EPS growth (%) 39.1 47.2 18.3 7.1
Other non-curr assets 14,021 14,055 14,055 14,055 EBITDA margin (%) 30.9 31.4 31.5 30.1
Current assets 37,393 34,201 48,179 70,648 Pre-tax margin (%) 16.5 24.0 25.4 24.6
Inventories 14,279 14,772 17,725 19,559 ROE (%) 13.9 16.4 169  16.2
Sundry Debtors 8,285 4,859 7,878 8,693 ROCE (%) 135 16.7 18.2 17.4
Cash and Bank 153 150 7,178 25,941 Turnover & Leverage ratios (x)
Marketable Securities 928 1,948 1,948 1,948 Asset turnover (x) 0.7 0.6 0.7 0.7
Loans and advances 76 250 250 250 Leverage factor () 15 1.4 1.4 1.3
Total assets 1,93,379 2,10,388 2,30,694 2,53,898 Net margin (%) 13.2 184 19.0 185
Net Debt/Equity (x) 0.1 0.1 0.0 (0.1)
Shareholders’ funds 1,29,364 1,52,501 1,71,169 1,91,163 Working Capital & Liquidity ratio
Share capital 361 361 361 361 Inventory days 44 43 45 45
Reserves & surplus 1,29,003 1,52,140 1,70,808 1,90,803 Receivable days 25 14 20 20
Total Debt 16,387 13,316 13,316 13,316 Payable days 23 33 29 29
Secured loans 16,387 13,316 13,316 13,316
Unsecured loans - - - - Valuation
Other liabilities 15,526 9,312 9,312 9,312 Year-end: March
Curr Liab & prov 32,102 35259 36,898 40,107 P/E (x) 61.3 416 35.2 32.8
Current liabilities 31,999 35135 36,773 39,983 Price / Book value (x) 7.4 6.3 5.6 5.0
Provisions 103 125 125 125 PCE (x) 294 279 246 231
Total liabilities 64,015 57,887 59,525 62,735 EV// Net sales (x) 8.2 7.7 6.7 6.0
Total equity & liabilities  1,93,379 2,10,388 2,30,694  2,53,898 EV//EBITDA (x) 266 246 213 198
Book Value (Rs) 3,713 4,378 4,913 5,487 Dividend Yield (%) 0.4 0.6 0.8 0.8

Source: Company; IDBI Capital Research
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= Notes
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Key to Ratings Stocks:
BUY: Absolute return of 15% and above; ACCUMULATE: 5% to 15%; HOLD: Upto +5%; REDUCE: -5% to -15%; SELL: -15% and below.
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Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd. (hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for solely for the selected recipient and may not be altered in any way, transmitted to copied
or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or
which would subject IDBI Capital and associates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this report
may come are required to inform themselves of and to observe such restriction.

E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.
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Other Disclosure

IDBI Capital Markets & Securities Ltd. (hereinafter referred to as “IDBI Capital”) was incorporated in the year 1993 under Companies Act, 1956 and is a wholly owned subsidiary of IDBI Bank Limited. IDBI Capital is one of India’s leading securities firm which offers a full suite of
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