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Shree Cement Ltd.

cmMP Target

Potential Upside

INR 21,237 INR 22,710 6.9%

COVID-19 led lockdown affects cement volume offtake

Market Cap (INR Cr) Recommendation Sector
INR 76,623 ACCUMULATE Cement

* Shree Cement’s 1QFY21 revenue declined 24.9% YoY (down 27.4% QoQ) to INR 2,480 Cr, as sales volume was muted on account of
nationwide lockdown.

* EBITDA declined 27.4% YoY (down 34.9% QoQ) to INR 688 Cr. EBITDA margin contracted by 95bps YoY to 27.7% in 1QFY21 from 28.7%
in corresponding quarter last year. On QoQ basis, EBITDA margin contracted 320 bps from 30.9% in 4QFY2o0.

* Net Profit for the quarter de-grew 13.2% YoY (down 38.5% QoQ) to INR 330 Cr while Net Profit margin for the quarter expanded 179

bps YoY to 13.3% (down 240 bps QoQ).
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KEY FINANCIALS

Revenue 9,833 12,555 12,868 11,937 13,719
EBITDA 2,473 2,794 3,759 3,366 4,123
PAT 1,384 1,006 1,536 1,041 1,368
Adj PAT 1,384 1,185 1,536 1,041 1,368
EPS (INR) 397.3 288.9 435.4 288.4 379.3
Adj. EPS (INR) 397.3 340.0 435.4 288.4 379.3
EBITDA Margin (%) 25.1% 22.3% 29.2% 28.2% 30.1%
NPM (%) 14.1% 8.0% 11.9% 8.7% 10.0%

Source: Company, KRChoksey Research

Weak demand led to volume decline:

Decline in volumes for 1QFY21 was higher than 4QFY20 because of only few COVID-19
affected weeks in 4QFY20. Sales volume for the current quarter declined 18.6% YoY
(down 28.7% QoQ) to 4.9MT, attributed to COVID-19 related slowdown. Cement sales
realization on consolidated basis was down 7.7% YoY at INR 5,031/t but improved
sequentially by 1.8% on QoQ basis.

Higher freight cost impacts margins; though fuel cost was lower:

Blended EBITDA for the quarter declined 34.9% QoQ (down 27.4% YoY) to INR 688 Cr
due to higher per ton manufacturing cost at INR 3,635/t (increase of 6.5%2 QoQ),
primarily attributed to higher cost of RM at 7.2% of revenue (vs 6.8% in 4QFY20), higher
freight costs at 23.4% of revenue (vs 21.3%/20.7% in 4QFY20/1QFY20) & higher other
expenses at 15.4% of revenue (vs 14.8%/14.1% in 4QFY20/1QFY20). Overall, EBITDA/t for
the quarter decreased 8.8% QoQ (-10.8% YoY) to INR 1,395/t; implying EBITDA margin
contraction of 320bps QoQ (-95bps YoY). Net profit for the quarter de-grew by 38.5%
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L T m e T e YN QoQ (-13.2% YoY) on account of higher effective tax rate of 25.4% (vs 12.9% in 4QFY20
28 &£z28%£28 22 due to deferred tax adjustment of ~INR 135 Cr). D&A cost declined by -35%/-30% on
QoQ/YoY basis while other income was higher by 29%/143% on QoQ/YoY basis. Overall,
) Net profit contracted 240bps on QoQ basis though improved by 179bps YoY.
——Shree Cement —— Nifty . .
Valuation and view:
Shree cement trades at premium valuation for its aggressive growth plan, but it has
MARKET INFO been affected due to COVID-19 led demand disruption. With lockdown getting eased
across the nation, we expect better demand going forward & resumption in capacity
SENSEX 38,310 enhancement activities. Significant fall in Crude oil prices compared to historical levels is
NIFTY 1200 helping the cement companies to cap the impact arising from low volume offtake.
3 Expectations of normal monsoon will result in some traction in the cement demand,
especially from rural parts. Moreover, though earnings will be affected in near term due
to lower volume off-take, we like Shree Cement for its leadership position in the North
SHARE HOLDING PATTERN (%) region & recent foray into Eastern market to help in geographical diversification.
Particulars| Jun-20 (%) [ Mar-20 (%) | Dec19 (%) Overall, Revenue & EBITDA to grow at 3.3%/4.7% over FY20-22E. Since our last update of
the stock, the Shares of Shree cement have rallied 12.1% and are currently trading at
Promoters 62.6 62.6 62.6 . .
EV/EBITDA multiple of 23.4/19.1x on FY21E/FY22E EBITDA estimates. We expect better
Fils 6 n-9 13-2 demand recovery going forward and hence we have raised our target EV/EBITDA
Dlls 1.6 1.2 9.8 multiple to 19.5x (earlier 19.0x) on FY22E EBITDA of INR 4,123 Cr (previously 3,766 Cr)
Others 14.2 14.3 14.4 and arrive at a revised Target Price of INR 22,710 per share; an upside potential of 6.9%
Total 100 100 100 over CMP. Accordingly, we assign an “ACCUMULATE” rating on the shares of Shree
Cement.
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Shree Cement Ltd.

Volume affected due to lockdown Sequential improvement in realizations
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Source: Company, KRChoksey Research; Charts based on standalone numbers

ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576
Parvati Rai, head-research@krchoksey.com, +91-22-6696 5413 is also available on Bloomberg KRCS<GO> www.krchoksey.com

Thomson Reuters, Factset and Capital IQ



4 KRChoksey | nstitutional

India Equity Institutional Research | Result Update — 1QFY21 11 14t August, 2020 Page 4
Shree Cement Ltd.

KEY FINANCIALS

Exhibit 1: Profit & Loss Statement

INR Crores FY17 FY18 FY19 FY20 FY21E FY22E
Revenues 8,594 9,833 12,555 12,868 11,937 13,719
COGS 627 770 1,015 990 912 1,063
Gross profit 7,967 9,063 11,539 11,878 11,025 12,656
Employee cost 537 588 767 854 836 892
Power & Fuel 1,444 1,980 3,093 2,703 2,430 2,741
Freight and Forwarding Expense 1,874 2,525 2,903 2,662 2,544 2,911
Other expenses 1,623 1,554 2,020 1,900 1,850 1,989
EBITDA 2,513 2,473 2,794 3,759 3,366 4,123
EBITDA Margin 29.2% 25.1% 22.3% 29.2% 28.2% 30.1%
Depreciation & amortization 1,215 899 1,472 1,808 2,154 2,476
EBIT 1,298 1,573 1,322 1,951 1,212 1,648
Interest expense 129 135 248 201 294 331
PBT 1,531 1,827 1,146 1,934 1,345 1,765
Tax 192 443 131 390 296 388
Minority interest 0 0 9 8 8 8
PAT 1,339 1,384 1,006 1,536 1,041 1,368
Adj. PAT 1,339 1,384 1,185 1,536 1,041 1,368
EPS (INR) 384.4 397.3 288.9 435.4 288.4 3793
Adj. EPS 384.4 397-3 340.0 435.4 288.4 379-3

Source: Company, KRChoksey Research

Exhibit 2: Cash Flow Statement

INR Crores FY17 FY18 FY19 FY20 FY21E FY22E
Net Cash Generated From Operations 2,202 1,879 2,080 3,973 2,128 3,631
Net Cash Flow from/(used in) Investin
Nex Coen S DRSS (049) | G59s) | () | (5599 | (1627) | (2639)
Net Cash Flow from Financing Activities (167) 1,726 (1,276) 1,581 (519) (756)
Net Inc/Dec in cash equivalents (13) 10 83 (44) (18) 236
Opening Balance 36 23 34 18 14 97
Closing Balance Cash and Cash Equivalents 46 52 142 114 97 333
Source: Company, KRChoksey Research

Exhibit 3: Key Ratios
Key Ratio FY17 FY18 FY19 FY20 FY21E FY22E
EBITDA Margin (%) 29.2% 25.1% 22.3% 29.2% 28.2% 30.1%
Tax rate (%) 12.5% 24.2% 11.4% 20.2% 22.0% 22.0%
Net Profit Margin (%) 15.6% 14.1% 8.0% 11.9% 8.7% 10.0%
ROE (%) 17.4% 15.6% 10.3% 11.6% 7.5% 9.2%
RoCE (%) 14.4% 12.8% 10.6% 12.5% 7.4% 9.5%
EPS (INR) 384.4 3973 288.9 435.4 288.4 3793

Source: Company, KRChoksey Research
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Shree Cement Ltd.

Exhibit 4: Balance Sheet

Non-current assets

Property, plant and equipment 2,586 3,577 6,135 5,697 5,334 5,465
Capital work-in-progress 710 1,427 1,129 1,197 1,197 1,197
Intangible assets 13 12 46 53 53 53
Financial assets
Investments 3,388 3,123 2,253 3,271 3,598 3,958
Loans 44 49 53 54 54 54
Other financial assets 200 200 28 160 160 160
Deffered Tax Assets 508 513 613 744 744 744
Non-current Tax Assets (Net) 20 100 111 M 103 118
Other non-current assets 414 440 405 763 707 813
Total non-current assets 7,884 9,441 10,774 12,050 11,951 12,563
Current assets
Inventories 1,315 1,569 1,870 1,713 2,126 2,110
Financial assets
Investments 654 2,311 33 3,086 3,086 3,086
Trade receivables 335 459 1,024 1,080 1,308 1,503
Cash and cash equivalents 46 52 142 14 97 333
Other Balances with Banks 66 69 297 500 500 500
Loans 6 8 10 8 8 8
Other financial assets 87 93 107 211 211 21
Other current assets 775 1,139 1,237 1,180 1,095 1,259
Total current assets 3,282 5,700 4,719 7,894 8,431 9,010
TOTAL ASSETS 11,166 15,142 15,493 19,944 20,382 21,573

EQUITY AND LIABILITIES

Equity

Equity share capital 35 35 35 36 36 36
Other equity 7,663 8,862 9,636 13,133 13,741 14,677
Equity attributable to the equity shareholders 7,698 8,897 9,671 13,169 13,777 14,713
Non-controlling interests o] o] 62 69 77 85
Total equity 7,698 8,897 9,733 13,238 13,854 14,798
LIABILITIES

Non-current liabilities
Financial liabilities

Borrowings 519 2,208 2,309 1,639 1,839 1,839

Other financial liabilities 366 526 734 1,016 1,016 1,016
Provisions 7 8 32 35 35 35
Deferred Tax Liabilities (Net) 0 0 0 0 0 0
Other Non-Current Liabilities 587 537 558 608 608 608
Total non-current liabilities 1,479 3,278 3,633 3,298 3,498 3,498

Current liabilities
Financial liabilities

Borrowings 774 1,186 473 710 710 710

Trade payables 352 727 538 658 654 752

Other financial liabilities 386 412 463 1,355 985 1,125
Other current liabilities 475 619 625 615 615 615
Provisions 1 1 6 7 7 8
Current Tax liabilities (Net) 1 22 22 63 59 68
Total current liabilities 1,989 2,967 2,127 3,408 3,030 3,277
Total liabilities 3,468 6,245 5,760 6,706 6,528 6,775
TOTAL EQUITY AND LIABILITIES 11,166 15,142 15,493 19,944 20,382 21,573

Source: Company, KRChoksey Research
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Buy More than 15%
Accumulate 5% —15%
13-Aug-20 21,237 22,710 ACCUMULATE
Hold 0-5%
Reduce -5% -0
12-May-20 18,945 20,260 ACCUMULATE
Sell Less than - 5%

ANALYST CERTIFICATION:

I, Parvati Rai (MBA-Finance, M.com), Head Research, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect
my views about the subject issuer(s) or securities. | 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 and Bombay Stock Exchange Limited.
KRCSSPL s a registered Research Entity vides 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, Parvati Rai (MBA-Finance, M.com), Head Research 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.

It is confirmed that, Parvati Rai (MBA-Finance, M.com), Head Research 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 them of and to observe such restriction.
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Visit us at www.krchoksey.com
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