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View: Fair valuation; Downgrade to Accumulate CMP Rs 287
= JKLC reported mix set of result. Revenue, APAT and volumes were Target/Upside Rs 334 / 16%
above estimates however, EBITDA/tn below estimates. S Canma 38,047
= JKLC posted 20.8%/ 15.6%/ 36.2% YoY de-growth in revenue/ EBITDA/  Ns Nifty 11,214
APAT to Rs8.3 bn/ Rs1.4 bn/ Rs444 mn in Q1FY21 due to 18.0% YoY de- = =
growth in volumes coupled with decline in realization by 3.4% Yoy Scrip Details
(+0.3% QoQ). Equity / FV Rs 589mn / Rs 5
= We expect 1.7%/ 2.2%/ (1.0%) revenue/ EBITDA/ APAT CAGR over Market Cap Rs 34bn
FY20-22E led by (8.3%)/ 11.2% volume growth and (0.5%)/ 2.0% US$ 450mn
cement realization growth in FY21E/ FY22E. ek gl Rs 388/Rs 180
=  We increase our rever)ue[ EBITDA/ APAT estimate by 8.5%/ 18.8%/ Avg. Volume (no) 4,69,389
56.1% for FY21E considering Q1FY21 results. However, we broadly
NSE Symbol JKLAKSHMI

maintain our FY22E estimates. We factor JKLC to start doing capex by
Q3FY21E for brown-field expansions to capture growth in demand. Bloomberg Code JKLC IN
Considering, stock has run up ~39% since our Q4FY20 result update - ,

’ 2 (v)
dated 21 May’20 we downgrade to Accumulate with a revised SOTP of shalchioldingiRatienlini9i%)

Rs334 based on (6.5x standalone FY22E EV/EBITDA, 50% of FY22 Promoters 6.2
Capital WIP and JKLC’s 72.5% stake in Udaipur Cement Works at 30%  MF/Banks/Fls 20.0
holding discount). Flls 10.4
EBITDA/tn - up 2.9%/ -8.5% YoY/ QoQ Public / Others 23.4

Lower than anticipated realization (-3.4% YoY/ +0.3% QoQ to Rs4,319/tn),
higher than estimated volume (-18.0% YoY/ -22.5% QoQ to 1.91mt) and Valuation (x)

lower than estimated operating cost (-4.7% YoY/ +2.4% QoQ to Rs3,569/tn) EY20A FY21E FY22E
helped JKLC to report EBITDA/tn of Rs750 (+2.9% YoY/ -8.5 QoQ).

P/E 12.8 17.4 13.1
Other update EV/EBITDA 6.5 7.4 6.5
JKLC expects demand to return to normal level from Q3FY21E driven by ROE (%) 163 108 13.0

rural demand and infra demand as labour is expected to return post Diwali.
Cement prices have weakened in Jul’21 and is further expected to decline ~ ROACE (%) 13.6 10.6 11.9
due to monsoon. JKLC will announce capacity expansion (1.5 mtpa clinker

and 2.5 mtpa grinding unit) by Q3FY21E, most likely in North region which  Estimates (¥ mn)

will aid volume growth. Net Debt reduced by Rs2 bn QoQ to Rs8 bn and FY20A FY21E FY22E
management expects it to reduce by Rs2 bn each in FY21E/FY22E.

Revenue 40,435 36,911 41,859
EBITDA 6,724 5981 7,024
Q1FY21 Result (X Mn)
PAT 2,636 1,938 2,583
Particulars 1FY21 1FY20  YoY (% 4FY20 0Q (% EPS (Rs.) 94 165 590
Revenue 8252 10419  (20.8) 10612 (22.2) > : : :
Total Expense 6,818 8,721 (21.8) 8,592 (20.6)
EBITDA 1,433 1,698 (15.6) 2,020 (29.1)
Depreciation 484 453 6.9 510 (5.0)
EBIT 949 1,245 (23.8) 1,511 (37.2)
Other Income 82 59 38.5 225 (63.7) VP Research: Shravan Shah
Interest 378 399 (5.3) 425 (11.0) Tel: +91 22 40969749
EBT 653 603 8.4 1,311 (50.2) E-mail: shravans@dolatcapital.com
Tax 209 209 0.0 303 (31.2)
RPAT 444 394 12.8 1,008 55.9 . .
(55.9) Associate: Maulik Shah
APAT 444 696 (36.2) 988 (55.1) Tel- 491 22 40969775
(bps) (bps) E-mail: mauliks@dolatcapital.com
Gross Margin (%) 38.1 35.4 268 38.7 (61)
EBITDA Margin (%) 17.4 16.3 107 19.0 (167)
NPM (%) 5.4 3.8 160 9.5 (411)

Tax Rate (%) 32.0 34.6 (266) 23.1 883 \
EBIT Margin (%) 11.5 12.0 (45) 14.2 (273) DOLATCAPITAL®
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Exhibit 1: Actual V/s DART estimates (Rs mn)

Particulars Actual DART Est % Variance  Comments

Revenue (Rs mn) 8,252 6,911 19.4 +26.2%/ -5.4% higher/ lower than
estimated volume/ realization

EBITDA (Rs mn) 1433 1,237 15.9 -5.4%/ _-4.8% lower than estimated
realization / cost

EBITDA% 17.4 17.9 (52)

PAT (Rs mn) 444 298 48.8 Better operating efficiency

Source: DART, Company

Exhibit 2: Change in estimates - Upgrade FY21E whereas maintain FY22E estimates

FY21E FY22E
(Rs mn) New oid % chg New old % chg
Net revenues 36,911 34,023 8.5 41,859 41,649 0.5
EBIDTA 5,981 5,033 18.8 7,024 6,806 3.2
EBIDTA (%) 16.2% 14.8% 141 16.8% 16.3% 44
Adj. Net Profit 1,938 1,241 56.1 2,583 2,416 6.9
EPS (Rs) 16.5 10.5 56.1 22.0 20.5 6.9
Source: DART, Company
Exhibit 3: Volume, Realization & Cost/tn Analysis
(Rs) Q1FY21 QI1FY20 YoY(%) Q4FY20 QoQ (%) FY20 FY19  YoY (%)
Volume(MT) 1.91 2.33 (18.0) 2.47 (22.5) 9.18 9.67 (5.0)
Realization/tn (Rs) 4,319 4,472 (3.4) 4,305 0.3 4,404 4,017 9.6
EBITDA/tn (Rs) 750 729 2.9 820 (8.5) 732 429 70.6
Cost/tn (Rs) 3,569 3,743 (4.7) 3,485 2.4 3,671 3,587 2.3
Raw Material Cost/tn (Rs) 1,118 1,016 10.1 958 16.7 961 956 0.5
Employee Expenses/tn (Rs) 423 332 27.5 308 37.2 336 272 23.9
Power and Fuels/tn (Rs) 688 958 (28.2) 813 (15.4) 919 952 (3.4)
Freight Expenses/tn (Rs) 868 914 (5.1) 868 (0.1) 890 986 (9.7)
Other expenses/tn (Rs) 472 523 (9.8) 538 (12.3) 565 422 33.8
Source: Company, DART
Exhibit 4: % of Revenue
Particulars Q1FY21 Q1FY20 YoY (%) Q4FY20 QoQ (%) FY20 FY19 YoY (%)
Raw Material Cost 25.9 22.7 317 22.2 364 21.8 23.8 (197)
Employee Expenses 9.8 7.4 238 7.2 263 7.6 6.8 88
Power and Fuels 15.9 21.4 (550) 18.9 (295) 20.9 23.7 (282)
Freight Expenses 20.1 20.4 (35) 20.2 (8) 20.2 24.6 (434)
Other expenses 10.9 11.7 (77) 12.5 (158) 12.8 10.5 231

Source: Company, DART
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Exhibit 5: Q1FY21 performance (standalone)

(Rs mn) Q1FY21 Q1FY20 YoY (%) Q4FY20 QoQ (%) FY20 FY19 YoY (%)
Revenue 8,252 10,419 (20.8) 10,612 (22.2) 40,435 38,823 4.2
Raw Material Cost 2,136 2,367 (9.7) 2,361 (9.5) 8,822 9,236 (4.5)
Employee Expenses 808 773 4.6 760 6.4 3,089 2,625 17.7
Power and Fuel 1,315 2,233 (41.1) 2,005 (34.4) 8,439 9,198 (8.3)
Freight Cost 1,658 2,130  (22.2) 2,140  (22.5) 8,176 9,533 (14.2)
Other expenses 901 1,218  (26.0) 1,326  (32.0) 5,186 4,082 27.1
Total Expenditure 6,818 8721  (21.8) 8592  (20.6) 33,711 34,673 (2.8)
PBIDT (Excl. OI) 1,433 1,698  (15.6) 2,020 (29.1) 6,724 4,150 62.0
Other Income 82 59 38.5 225 (63.7) 495 565 (12.4)
Depreciation 484 453 6.9 510 (5.0) 1,883 1,794 5.0
EBIT 1,031 1,304 (20.9) 1,736 (40.6) 5,335 2,921 82.7
Interest 378 399 (5.3) 425 (11.0) 1,638 1,877 (12.7)
PBT( Before Exceptional Item) 653 905  (27.8) 1,311  (50.2) 3,697 1,044 254.0
E.O 0 (302)  (100.0) 0 - (302) 0 -
PBT( After Exceptional Item) 653 603 8.4 1,311 (50.2) 3,395 1,044 225.1
Tax 209 209 0.0 303 (31.2) 1,042 249 319.1
RPAT 444 394 12.8 1,008 (55.9) 2,352 796 195.7
Adjustment 0 302 (100.0) (19)  (100.0) 283 0 -
APAT 444 696  (36.2) 988  (55.1) 2,636 796  231.3
EPS (Rs) 3.77 592  (36.2) 8.40  (55.1)  22.39 6.76  231.3
bps bps bps
EBIDTA Margin (excl. O.l.) 17.4 16.3 107 19.0 (167) 16.6 10.7 594
NPM (%) 5.4 6.68 (130) 9.3 (393) 6.5 2.0 447
Tax Rate (%) 32.0 34.6 (266) 23.1 883 30.7 23.8 689
Source: DART, Company
Exhibit 6: Valuation
Particulars (Rs mn)
Assumed EV/EBITDA multiple (x) 6.5
EBITDA (FY22E) 7,024
EV 45,659
Less: Net Debt (FY22E) 12,287
Mcap 33,372
Shares o/s (mn) 118
(a) Value/share (Rs) 284
Udaipur Cement Works Mcap 3,229
JKLC's stake (72.54%) value in Udaipur Cement Works 2,343
Holding company discount (%) 30
JKLC's stake value in Udaipur Cement Works post discount 1,640
(b) Value/share (Rs) 13.9
50% of FY22E Capital WIP 4,259
(c) Value/share (Rs) 36.2
Target price (Rs) (a+b) 333.7
CMP (Rs) 286.5
Up/(down)side (%) 16.5

Source: DART, Company
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Exhibit 7: Volume (mt) Exhibit 8: Realization/tn(Rs)
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Exhibit 9: EBITDA/tn (Rs) Exhibit 10: Cost/tn (Rs)
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Profit and Loss Account

(Rs Mn) FY19A FY20A FY21E FY22E
Revenue 38,823 40,435 36,911 41,859
Total Expense 34,673 33,711 30,931 34,835
COGS 26,908 25,127 23,203 26,153
Employees Cost 2,690 3,120 3,166 3,483
Other expenses 5,075 5,464 4,562 5,199
EBIDTA 4,150 6,724 5,981 7,024
Depreciation 1,794 1,884 2,010 2,091
EBIT 2,356 4,840 3,970 4,933
Interest 1,883 1,644 1,571 1,662
Other Income 572 501 369 419
Exc./ E.O. items 0 (302) 0 0
EBT 1,044 3,395 2,768 3,690
Tax 249 1,042 830 1,107
RPAT 796 2,352 1,938 2,583
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 0 0 0
APAT 796 2,636 1,938 2,583
Balance Sheet

(Rs Mn) FY19A FY20A FY21E FY22E
Sources of Funds

Equity Capital 589 589 589 589
Minority Interest 0 0 0 1
Reserves & Surplus 14,638 16,538 18,182 20,471
Net Worth 15,227 17,127 18,770 21,059
Total Debt 16,129 14,500 15,430 15,630
Net Deferred Tax Liability 0 205 205 205
Total Capital Employed 31,355 31,831 34,405 36,894
Applications of Funds

Net Block 26,385 28,032 27,369 26,777
CWIP 4,111 1,519 3,519 8,519
Investments 3,573 3,673 3,673 3,673
Current Assets, Loans & Advances 10,486 12,275 11,678 11,137
Inventories 3,117 4,128 3,438 3,899
Receivables 1,066 882 910 1,032
Cash and Bank Balances 180 314 833 524
Loans and Advances 33 433 433 433
Other Current Assets 2,466 2,347 2,144 2,429
Less: Current Liabilities & Provisions 13,199 13,667 11,834 13,212
Payables 5,114 4,685 4,247 4,817
Other Current Liabilities 8,085 8,983 7,587 8,396
Net Current Assets (2,713) (1,393) (156) (2,076)
Total Assets 31,355 31,831 34,405 36,893

E — Estimates
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Important Ratios

Particulars FY19A FY20A FY21E FY22E
(A) Margins (%)

Gross Profit Margin 30.7 37.9 37.1 375
EBIDTA Margin 10.7 16.6 16.2 16.8
EBIT Margin 6.1 12.0 10.8 11.8
Tax rate 23.8 30.7 30.0 30.0
Net Profit Margin 2.0 5.8 5.2 6.2
(B) As Percentage of Net Sales (%)

COGS 69.3 62.1 62.9 62.5
Employee 6.9 7.7 8.6 8.3
Other 13.1 13.5 12.4 12.4
(C) Measure of Financial Status

Gross Debt / Equity 1.1 0.8 0.8 0.7
Interest Coverage 13 2.9 2.5 3.0
Inventory days 29 37 34 34
Debtors days 10 8 9 9
Average Cost of Debt 10.4 10.7 10.5 10.7
Payable days 48 42 42 42
Working Capital days (26) (13) (2) (18)
FAT/O 1.5 1.4 1.3 1.6
(D) Measures of Investment

AEPS (Rs) 6.8 22.4 16.5 22.0
CEPS (Rs) 22.0 38.4 33.6 39.7
DPS (Rs) 0.9 0.9 2.5 2.5
Dividend Payout (%) 13.4 4.0 15.2 11.4
BVPS (Rs) 129.4 145.5 159.5 179.0
RoOANW (%) 5.3 16.3 10.8 13.0
ROACE (%) 8.1 13.6 10.6 11.9
ROAIC (%) 7.2 15.4 12.2 14.1
(E) Valuation Ratios

CMP (Rs) 287 287 287 287
P/E 42.4 12.8 17.4 13.1
Mcap (Rs Mn) 33,712 33,712 33,712 33,712
MCap/ Sales 0.9 0.8 0.9 0.8
EV 46,037 43,728 44,390 45,999
EV/Sales 1.2 1.1 1.2 1.1
EV/EBITDA 111 6.5 7.4 6.5
P/BV 2.2 2.0 1.8 1.6
Dividend Yield (%) 0.3 0.3 0.9 0.9
(F) Growth Rate (%)

Revenue 13.8 4.2 (8.7) 13.4
EBITDA 0.9 62.0 (11.2) 17.5
EBIT 1.5 105.4 (18.0) 24.3
PBT 1.6 225.1 (18.5) 33.3
APAT (8.8) 231.3 (26.5) 33.3
EPS (8.8) 231.3 (26.5) 33.3
Cash Flow

(Rs Mn) FY19A FY20A FY21E FY22E
CFO 6,895 5,413 5,450 6,535
CFI (785) (1,586) (3,163) (5,523)
CFF (6,045) (3,693) (1,769) (1,321)
FCFF 4,988 4,489 1,950 35
Opening Cash 116 180 314 833
Closing Cash 180 314 833 524

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy >20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell < 0%

Rating and Target Price History

R9) ) Month Rating TP (Rs.) Price (Rs.)
520 JKLC Target Price Aug-19 Accumulate 369 332
] Nov-19 Buy 425 306
450 - Jan-20 Buy 491 370
Mar-20 Buy 290 203
380 ; Mar-20 Buy 290 197
310 _%-b\-\’-}f{
240 +
170 T T \
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DART Team
Purvag Shah Managing Director purvag@dolatcapital.com +9122 4096 9747
Amit Khurana, CFA Head of Equities amit@dolatcapital.com +9122 4096 9745
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The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in
this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their
compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

1. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

Il. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any,
covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for rendering
any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated
company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description
of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness.
Dolat Capital Market Private Limited. may not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error
in the information contained in this report. This report is provided for information only and is not an investment advice and must not alone be taken as
the basis for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market Private Limited.
reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market Private Limited.
and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of
the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act
as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may
have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an
offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 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 Dolat Capital Market
Private Limited. and/or its affiliated company(ies) 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 a certain category of investors. Persons in whose possession this report may come, are required
to inform themselves of and to observe such restrictions.
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other things, communications with a subject company, public appearances and trading securities held by a research analyst account.
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In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct
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