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Dalmia Bharat Ltd.                Outperformance to continue !   
CMP 

INR 2435 
Target 

INR 2985 
Potential Upside 

22.57% 
Market Cap (INR Mn) 

217552.5 
Recommendation 

Buy 
Sector 

Cement 
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Company Overview 

Dalmia Bharat Ltd (DBEL) is currently positioned as the fourth largest cement company in India and possesses a manufacturing capacity 
of 25 MTPA and a captive power capacity of 186 MW. DBEL enjoys a healthy presence in South, East and North-East (NE) with 
manufacturing capacity of 12.1 MTPA (~48%) located in South and 12.9 MTPA (~52%) located in East (incl. NE). We reckon the cement 
demand in Southern region to grow at 7.7% CAGR and eastern (incl. NE) to grow at 9.7% CAGR over FY17-FY20E on the back of elevated 
planned outlay in the infrastructure spending by Government of India (GOI). Additionally, enhanced focus of GOI to execute the “Housing 
for All” scheme by 2022 is bound to create substantial cement demand.  

SHARE PRICE PERFORMANCE 

Shares outs (Mn) 88.9 

EquityCap (INR Mn) 177.9 

Mkt Cap (INR Mn) 217552.5 

52 Wk H/L (INR) 2624.9/846.3 

Volume Avg (3m K) 335.8 

Face Value (INR) 2 

Bloomberg Code DBEL IN 

MARKET DATA 

SENSEX 30435 

NIFTY 9429 

MARKET INFO 

Robust volume growth expected over FY17-FY19:  

DBEL posted a robust volume growth of 17% Y-O-Y in Q4FY17 scaling to 4.55 MT as against 3.88 MT 
in Q4FY16. Despite the lag effect of de-monetization and high base, DBEL managed to outperform 
on the volume front on account of capacity addition in Belgaum, Karnataka (2.5 MT) and market 
share gains in South & North East India. DBEL continued to focus on building of its strong brand 
with its launch of DSP brand in Southern India.  

Cement volumes for FY17 stood at 15.3 MT (est. of 14.37 MT) as against 12.8 MT in FY16 translating 
into a growth of 20% Y-O-Y. Going forward, we believe with the Government’s enhanced focus on 
rural and affordable housing coupled with infrastructure development, we expect a sharp recovery 
in cement volumes from Q1FY18 onwards.  

With no further capacity addition in near future, we factor in 9.4% cement volume CAGR over FY17-
FY19E as against our previous estimate of 8.5% and we estimate it to grow from 15.30 MT to 18.34 
MT in the same period. We have increased our estimates factoring in further market share gain on 
account of launch of its premium brand in East and North East. 

 

Efficiencies sustained in a tough quarter:  

In  Q4FY17, EBITDA for the company stood at INR 5517 mn which was up by 7.8% Y-O-Y. EBITDA 
margins took a hit of 158 bps Y-O-Y on account of higher power & fuel costs and COGS. However, it 
was offset to an extent by lower other expenses. The fixed costs increased by 13% during the year 
on absolute basis; however due to higher operating leverage, the fixed costs on per ton basis 
reduced from INR 978 in FY16 to INR 962 in FY17. 

We expect EBITDA/ton to increase from INR 1243 in FY17 to INR 1347 by FY19E (previous estimate 
of INR 1308) on account of surge in capacity utilization, effective logistics management, higher 
share of revenues from DSP brand and lower other expenses.    

 

Healthy free cash flow generation will lead to surge in return ratios:  

DBEL pared down Net debt of INR 7510 mn during FY17 resulting into its Net/EBITDA reducing from 
3.91x in FY16 to 2.75x in FY17. On account of minimal capex, better efficiencies and higher capacity 
utilization, we expect a significant hike in free cash flow generation over FY17-FY19E (expected 
FCFF of INR 19290 mn in FY19). We believe the FCFF will be utilized to reduce the debt and we 
reckon the net debt to scale down from INR 52330 mn in FY17 to INR 31135 mn by FY19E (previous 
estimate of INR 40332 mn). Further, DBEL received INR 5880 mn from KKR as per the terms of the 
placement agreement approved by the shareholders in Feb,2016; which will be utilized to reduce 
the debt (not factored in estimates yet). 
Consequently, we expect the return ratios to burgeon with ROE increasing from 8.24% in FY17 to 
16.27% by FY19 and ROCE increasing from 11.55% to 16.28% in the same period.   
 
 
 

Particulars  Mar 17 Dec 16 Sep 16 

Promoters 57.76 57.34 57.41 

FIIs 8.04 8.85 8.21 

DIIs 5.25 4.76 4.95 

Others 28.94 29.05 29.42 

Total 100 100 100 

SHARE HOLDING PATTERN (%) 

Volume CAGR between FY 17 
and FY 19E 

 9.4% 

Revenue CAGR between FY 17 
and FY 19E 
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Valuation and Outlook: 
With expected Net debt of INR 31134.6 mn by FY19E, DBEL trades at an EV/EBITDA of 10.02x and EV/ton of $148 on FY19E basis. The 
company enjoys a healthy presence in high growing regions with robust market share of 8%/15%/21% in South/East/North-East. On 
account of strong brand presence, superior margins, reduction in debt and surge in return ratios; we believe the company will 
fetch premium valuations and would be subject to re-rating depending upon volume growth sustainability, further improvement in 
efficiency coupled with debt reduction.  
We value Dalmia Bharat Ltd at an EV/EBITDA of 12x FY19E arriving at a target price of INR 2985 translating into a 22.57% upside from 
CMP of INR 2435. We maintain our BUY rating on the stock.   
 
Result highlights 

•Total Sales stood at INR 24332 mn which was up by 15.4% y-o-y and 23.7% q-o-q. Volume growth stood at 17% y-o-y reaching 4.55 MT 
as against 3.88 MT last year. EBIDTA stood at INR 5517 mn which was up by 7.8% y-o-y and 31% q-o-q and EBIDTA/ton stood at INR 
1248 as against INR 1361 same quarter last year. EBITDA margins declined by 158 bps y-o-y primarily due to higher power and fuel 
costs and COGS. However, it was offset to an extent by lower other expenses. 

•PAT stood at INR 1839 mn which was up by 94.2% y-o-y and 414.6% q-o-q. Net profit was primarily up due to lower interest costs, 
lower depreciation and low tax expense.  

•Dalmia Bharat Ltd (DBEL) has outperformed on all fronts in a quarter which was significantly affected by de-monetization and had 
a high base. The robust volume growth was due to capacity addition in Belgaum, Karnataka (2.5 MT) and market share gains. 
 
 
 

Particulars (INR Mn) FY15 FY16 FY17 FY18E FY19E 

Revenues 39986.20 73275.00 83481.00 93653.02 104898.85 

EBITDA 6025.10 15786.10 19018.80 21128.85 24706.22 

PAT 30.50 1908.30 3448.00 6114.33 9020.41 

EPS 0.38 21.47 38.79 68.78 101.47 

P/E (x) 1126.15 36.90 50.33 35.40 24.00 

EV/EBITDA (x) 16.27 8.37 11.88 12.25 10.02 

Source: Company, KRChoksey Research 

Key Financials 
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Consolidated Balance Sheet (INR Mn) FY15 FY16 FY17 FY18E FY19E 

Equity Share Capital 162.40 177.60 177.90 177.90 177.90 
Reserves 30526.60 38358.00 41610.50 47113.39 55231.76 
Net worth 30701.60 38568.80 41821.60 47324.49 55442.86 
Minority Interest 7469.60 3568.60 4438.70 5375.23 6424.22 
Total loans 84796.50 88925.00 80249.40 71749.40 61749.40 
Capital Employed 124946 137514 138313 136764 136409 
Net block 77375.60 78818.40 80945.00 78055.17 75052.84 
Current Investments 15829.40 24726.00 24726.00 24726.00 24726.00 
Inventories 7293.20 7082.90 8138.72 9313.53 10462.86 
Sundry debtors 5100.60 4946.40 5717.88 6158.01 6610.06 
Sundry creditors 7483.90 9136.00 10792.65 12484.09 13732.50 
Cash and bank  5280.80 2483.20 3195.86 4679.20 5888.82 
Total Current assets 41327.40 45854.80 49349.95 53363.71 57186.84 
Total Current liabilities 25945.70 30749.30 35572.13 38245.17 39421.26 
Capital Deployed 124946 137514 138313 136764 136409 
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Consolidated Profit & Loss (INR Mn) FY15 FY16 FY17 FY18E FY19E 

Total Sales 39986.20 73275 83481.00 93653.02 104898.85 

COGS  5282.40 11035.9 12915.80 14465.70 15912.27 

Employee Expenses 2787.50 5064.5 6091.80 6396.39 6716.21 

Power and fuel 7120.90 8828.7 9792.30 11750.76 13513.37 

Transportation cost 6249.00 11474 13435.10 14890.83 16521.57 

Other Expenses  7676.30 12190.3 12789.80 14047.95 15210.33 

Excise duty 4845.00 8895.5 9437.40 10972.54 12318.88 

EBITDA 6025.10 15786.1 19018.80 21128.85 24706.22 

D&A 2715.80 4527.6 6027.10 5389.83 5502.33 

Other income 933.40 1642.1 2987.80 2809.59 3000.00 

EBIT 4242.70 12900.6 15979.50 18548.61 22203.89 

Interest Expense 4343.80 7256.2 8899.90 8024.94 7174.94 

PBT -101.10 5644.4 7079.60 10523.67 15028.95 

Tax 468.60 2990.8 2761.50 3472.81 4959.55 

Effective tax rate - 52.99% 39.01% 33.00% 33.00% 

Share of profit in subsidiary's associates 485.30 0 0.00 0.00 0.00 

Less minority interest -176.10 745.3 870.10 936.53 1048.99 

PAT 30.50 1908.3 3448.00 6114.33 9020.41 

Consolidated Cash Flow (INR Mn) FY15 FY16 FY17 FY18E FY19E 

PAT 30.50 1908.30 3448.00 6114.33 9020.41 
Depreciation & Amortization 2715.80 4527.60 6027.10 5389.83 5502.33 
(Incr)/Decr in Working Capital 676.80 3370.90 2716.36 654.09 -960.06 
Cash Flow from Operating 5448.30 18907.40 21961.46 21119.71 21786.60 
(Incr)/ Decr in Gross PP&E -4971.10 -3928.70 -8153.40 -2500.00 -2500.00 
Cash Flow from Investing -30869.30 -16703.50 -8153.40 -2500.00 -2500.00 
(Decr)/Incr in Debt 34984.80 4128.50 -4000.00 -8500.00 -10000.00 
Dividend -190.00 -534.40 -195.50 -611.43 -902.04 
Cash Flow from Financing 29344.50 -5001.50 -13095.40 -17136.37 -18076.98 
Incr/(Decr) in Balance Sheet Cash 4436.90 -2797.60 712.66 1483.34 1209.62 
Cash and cash equivalents at the Start of the Year 843.90 5280.80 2483.20 3195.86 4679.20 
Cash and cash equivalents at the End of the Year 5280.80 2483.20 3195.86 4679.20 5888.82 

Source: Company, KRChoksey Research 

Source: Company, KRChoksey Research 

Source: Company, KRChoksey Research 
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Ratio Analysis FY15 FY16 FY17 FY18E FY19E 

Particulars 

EBITDA/ton 859.50 1233.29 1243.06 1255.43 1346.78 

Volume (mn tons) 7.01 12.80 15.30 16.83 18.34 

Growth (%) 

Total Sales 16.74% 83.25% 13.93% 12.18% 12.01% 

EBITDA 29.65% 162.01% 20.48% 11.09% 16.93% 

PAT 136.22% 6156.72% 80.68% 77.33% 47.53% 

Profitability (%) 

EBITDA Margin 15.07% 21.54% 22.78% 22.56% 23.55% 

NPM 0.08% 2.60% 4.13% 6.53% 8.60% 

Return ratios 

ROE 0.10% 4.95% 8.24% 12.92% 16.27% 

ROCE 3.40% 9.38% 11.55% 13.56% 16.28% 

Per share data 

EPS 0.38 21.47 38.79 68.78 101.47 

BPS 378.10 433.84 470.43 532.33 623.65 

Valuations (x) 

P/E (x) 1126.15 36.90 50.33 35.40 24.00 

P/BV (x) 1.12 1.83 4.15 4.57 3.90 

EV/EBITDA (x) 16.27 8.37 11.88 12.25 10.02 

EV/Ton ($)  79.09 78.88 134.84 154.52 147.82 

Net Debt/EBITDA 10.57 3.91 2.75 2.00 1.26 

Net Debt/Equity 2.07 1.60 1.25 0.89 0.56 

Interest Coverage 0.98 1.78 1.80 2.31 3.09 
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ANALYST CERTIFICATION: 

  
We, Vaibhav Chowdhry (B.Com, MBA), research analyst, & Kunal Shah (BE), research associate, author and the name subscribed to this report, hereby certiCY that all of the views expressed in this 
research report accurately reflect my views about the subject issuer(s) or securities. I also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific 
recommendation(s) or view(s) in this report. 

  

Terms & Conditions and other disclosures: 

KRChoksey Shares and Securities Pvt. Ltd (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited and MCX Stock 
Exchange Limited. KRCSSPL is a registered Research Entity vide SEBI Registration No. INH000001295 under SEBI (Research Analyst) Regulations, 2014.   

  

We submit that no material disciplinary action has been taken on KRCSSPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities. 

  

KRCSSPL prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analyst covers. 

  

The information and opinions in this report have been prepared by KRCSSPL and are subject to change without any notice. The report and information contained herein is strictly confidential and 
meant 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 prior written consent of KRCSSPL. While we would endeavor to update the information herein on a reasonable basis, KRCSSPL is not under any obligation to update the information. Also, 
there may be regulatory, compliance or other reasons that may prevent KRCSSPL from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and 
such suspension is in compliance with applicable regulations and/or KRCSSPL policies, in circumstances where KRCSSPL might be acting in an advisory capacity to this company, or in certain other 
circumstances. 

  

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. 
This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other 
financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. KRCSSPL will not treat recipients as customers by virtue of 
their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific 
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment 
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently 
evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. KRCSSPL accepts no liabilities 
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure 
Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not 
predictions and may be subject to change without notice. Our employees in sales and marketing team, dealers and other professionals  may provide oral or written market commentary or trading 
strategies that reflect opinions that are contrary to the opinions expressed herein, .In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give 
rise to real or potential conflicts of interest. 

  

Associates (Group Companies) of KRCSSPL might have received any commission/compensation from the companies mentioned in the report during the period preceding twelve months from the date 
of this report for services in respect of brokerage services or specific transaction or for products and services other than brokerage services. 

  

KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months 

  

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report. KRCSSPL or 
its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither 
KRCSSPL nor Research Analysts have any material conflict of interest at the time of publication of this report. 

  

It is confirmed that, Vaibhav Chowdhry (B.Com, MBA), research analyst, & Kunal Shah (BE), research associate, of this report have not received any compensation from the companies mentioned in 
the report in the preceding twelve months. Compensation of our Research Analysts is not based on any specific brokerage service transactions. 

  

KRCSSPL or its associates (Group Companies) collectively or its research analyst do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately 
preceding the date of publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research analyst.  

Since associates (Group Companies) of KRCSSPL are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the 
subject company/companies mentioned in this report. 

  

It is confirmed that, Vaibhav Chowdhry (B.Com, MBA), research analyst, & Kunal Shah (BE), research associate, do not serve as an officer, director or employee of the companies mentioned in the 
report. 

  

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 KRCSSPL and affiliates 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 document may come 
are required to inform themselves of and to observe such restriction. 

. Please send your feedback to research.insti@krchoksey.com  
Visit us at www.krchoksey.com  

Kisan Ratilal Choksey Shares and Securities Pvt. Ltd 
Registered Office:  

1102, Stock Exchange Tower, Dalal Street, Fort, Mumbai – 400 001. 
Phone: 91-22-6633 5000; Fax: 91-22-6633 8060. 

Corporate Office:  
ABHISHEK, 5th Floor, Link Road, Andheri (W), Mumbai – 400 053. 

Phone: 91-22-6696 5555; Fax: 91-22-6691 9576. 
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Dalmia Bharat Ltd. Rating Legend 

Date CMP (INR) TP (INR) Recommendation Our Rating Upside 

19-May-17 2,435 2,985 BUY Buy More than 15%  

11-May-17 2,511 2,985 BUY Accumulate 5% – 15% 

27-Feb-17 1,897 2,540 BUY Hold 0 – 5% 

09-Jan17 1,535 2,090 BUY Reduce -5% – 0 

Sell Less than  – 5% 
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