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August 8, 2021 

CMP: | 710    Target: | 750 (6%)  Target Period: 12 months  

Somany Ceramics (SOMCER) 

 HOLD 

 

Growth priced in… 

About the stock: Somany Ceramics is the second largest tiles manufacturers in the 

domestic tiles market having ~63 MSM capacity (own and JV) and sanitaryware & 

faucets capacity of 1.15 million (mn) pieces and 0.65 mn pieces, respectively. 

 Somany has announced a large capex of | 160-170 crore (seeing strong 

demand and higher utilisation) in FY22, which will increase its overall 

capacity by 10 MSM and generate ~| 250-300 crore worth of additional 

revenue (at full capacity) and incremental margin of 200 bps 

Q1FY22 Results: Somany reported weak Q1FY22 sequential results. 

 The topline was up 95% YoY, down 41% QoQ at | 329.9 crore. Tiles 

revenues were up 98% YoY, down 41% QoQ at | 292 crore 

 EBITDA was at | 23.1 crore vs. loss in Q1FY21 but decline of ~74% QoQ. 

The resultant margins were at 7% 

 PAT was at | 4.5 crore vs. loss in Q1FY21 but down 85% QoQ 

What should investors do? Somany’s share price has grown by 20% over the past 

five years (from ~| 592 in August 2016 to ~| 710 levels in August 2021). 

 We downgrade from BUY to HOLD after the sharp price run up (up 84% in 

six months) as we believe the growth outlook is largely priced in 

Target Price and Valuation: We value Somany at | 750/share. 

Key triggers for future price performance: 

 Increased exports demand for Morbi based unorganised players provide 

better opportunity to organised players focusing on domestic markets 

 Somany has announced a large capex of | 160-170 crore (seeing strong 

demand and higher utilisation) in FY22, which will increase its overall 

capacity by 10 MSM and generate ~| 250-300 crore worth of additional 

revenue (at full capacity) and incremental margin of 200 bps 

 We expect 14% CAGR in tiles volume and realisations CAGR of ~2%, 

resulting in tiles revenues CAGR of 16% over FY21-23 to | 1948 crore 

Alternate Stock Idea: Besides Somany, we like Kajaria Ceramics in the tiles space. 

 Quality on improving growth potential of tiles sector 

 BUY with a target price of | 1185 
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Key Risk: (i) Slowdown in demand; 
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Particular Amount (| crore)

Market Capitalization 3,009

Total Debt  (FY21) 412

Cash  (FY21) 149

EV 3,272

52 week H/L (|) 745 / 128

Equity capital 8.5

Face value | 2

Sep-20 Dec-20 Mar-21 Jun-21

Promoters 54.7   54.8    54.8   54.8   

DII 14.6   15.0    18.1   17.1   

FIIs 1.6     1.9     2.7     3.5     

Other 29.1   28.4    24.5   24.6   
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Key Financial Summary 

 

 
s  

Source: Company, ICICI Direct Research 

| crore FY19 FY20 FY21 5 yr CAGR (FY26-21) FY22E FY23E 2 yr CAGR FY21-23E

Net Sales 1,708.3             1,600.2             1,643.7             -2.0% 1,916.9             2,264.6             17.4%

EBITDA 163.4               131.4               190.8               15.5% 238.9               283.3               21.9%

EBITDA Margin (%) 9.6                   8.2                   11.6                 12.5                 12.5                 

PAT 46.3                 15.0                 57.7                 -5.6% 107.0               127.6               48.7%

EPS (|) * 10.9                 3.5                   13.6                 25.3                 30.1                 

P/E (x) 64.9                 200.6               52.1                 28.1                 23.6                 

EV/EBITDA (x) 21.3                 26.3                 16.7                 13.7                 11.3                 

RoNW (%) 7.6                   2.5                   8.8                   14.4                 15.1                 

RoCE (%) 10.2                 6.5                   11.1                 14.2                 15.4                 



  

 

ICICI Securities | Retail Research  2 

  
ICICI Direct Research 

 

Result Update | Somany Ceramics 

Key business highlight and outlook 

 Second wave impact: Sales in April, May 2021 were largely impacted by the 

disruptions caused by the Covid-19 pandemic (sales loss of ~| 150 crore). 

However, demand has started improving from mid-June 2021 onwards 

backed by reopening of economies. Going forward, the company expects 

high-teens volume growth in tiles business during FY22 with sharp demand 

recovery expected during normalcy period and benefits accruing to large 

organised players with consumers preferring branded products 

 Utilisation: Tiles’ capacity utilisation declined to 65% in Q1FY22 (vs. 97% in 

Q4FY21) owing to lower demand 

 Sanitaryware division: In the sanitaryware division, the company has 

witnessed 49% YoY decline in sales value during Q1FY22. Despite benign 

Q1, the management has guided for 35-40% YoY growth in FY22E 

 Margin Guidance: Going forward, the management expects margins to 

hover in the range of 12-13% for FY22 with a) higher volumes and sales, b) 

expected decline in gas prices, c) higher operational efficiencies with plants 

running at ~100% capacities, d) better product mix and e) continuance of 

cost rationalisation exercise 

 Gas prices: Gas prices have increased drastically over the past few quarters. 

For north-based Kassar plant, gas prices (linked to three month’s average of 

crude) were at ~| 36/SCM during Q1FY22. It has increased further to  

~| 39.5/SCM currently. Similarly, prices for Kadi, Morbi plant and southern 

plant have climbed up from ~| 33/SCM and ~| 34/SCM to ~| 38/SCM and 

~| 45/SCM, respectively, at present. As per the management, the current 

prices are not sustainable and are likely to decline in the near-term 

 Price hike: The company has taken price hikes of ~1-1.5%, ~2.5-3% in 

product prices in April, July 2021, respectively, to partially offset the 

increase in input and gas prices 

 A&P spends: The company has reduced its advertisement and promotion 

(A&P) spend during Q1FY22 mainly due to Covid-19 pandemic to lower 

levels (~2% of Q1FY22 sales). Going forward, the management expects 

A&P spends to increase to ~3% of estimated sales in order to continue on 

its brand building exercise 

 Working capital: With strict credit control measures, working capital was at 

54 days at Q1FY22-end (debtor: 49 days, inventory: 42 days, creditors: 37 

days). Going forward, the management expects working capital to increase 

slightly during FY22 mainly due to higher level of inventories and initial 

teething effect at proposed plants (expected to get commissioned during 

Q4FY22) 

 Morbi: Exports from Morbi are currently impacted by transportation strike, 

container unavailability at desired level and higher freight rates. Thus, 

expected consumption of export-oriented products to the Indian market 

could impact the domestic-focused player, to some extent. However, as per 

the management, Somany being a retail and corporates focused player is 

unlikely to witness much impact 

Given the robust demand traction, improved margins trajectory and balance 

sheet repair, we raise our target P/E multiple to 25x (at ~30% discount to 

Kajaria), vs. 22x, earlier. We downgrade to HOLD after the sharp run up of ~84% 

in the last six months and would wait for better entry price to turn constructive. 

We ascribe a revised target price of | 750/share (vs. | 615, earlier). 
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Result Update | Somany Ceramics 

Exhibit 1: Variance Analysis 

 

Source: Company, ICICI Direct Research  

 

Exhibit 2: Change in estimates 

 

Source: Company, ICICI Direct Research 

 

 

 

 

 

 

  

 Particular  Q1FY22  Q1FY21 
 YoY (Chg 

%) 

 Q4FY21 
 QoQ (Chg 

%) 

 Comments 

Net Sales 329.9 169.4 94.7 564.0 -41.5 Tiles Revenues were up 98% YoY /down 41% QoQ at | 292 crore

Other Income 5.6 1.9 195.8 3.6 57.0

Raw Material Expense 91.0 13.1 595.3 137.7 -34.0

Purchase of Traded Goods 64.7 26.0 148.9 119.1 -45.7

Power & Fuel 74.6 10.6 102.6

Employee benefit expenses 60.1 37.3 61.2 64.5 -6.9

Other Expenses 43.7 16.3 167.3 48.7 -10.3

EBITDA 23.1 -11.6 -298.8 88.9 -74.0

EBITDA Margin (%) 7.0 -6.9 1386 bps 15.8 -877 bps

Depreciation 15.1 14.5 3.9 16.4 -8.3

Interest 8.1 11.5 -29.9 9.3 -13.5

PBT 5.5 -35.8 -115.5 66.7 -91.7

Taxes 2.1 -9.4 -122.0 13.7 -84.9

PAT 4.5 -22.0 -120.3 30.3 -85.2

Particulars FY20 FY21 FY22E FY23E

Old New Change Old New Change Comments

Revenue 1600.2 1643.7 1860.6 1916.9 3.0 2167.8 2264.6 4.5 Realign estimates

EBITDA 131.4 190.8 232.1 238.9 3.0 271.5 283.3 4.3

EBITDA Margin (%) 8.2 11.6 12.5 12.5 00 bps 12.5 12.5 00 bps

Adjusted PAT 15.0 57.7 103.0 107.0 3.9 118.4 127.6 7.8

EPS 3.5 13.6 24.3 25.3 3.9 27.9 30.1 7.8
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Result Update | Somany Ceramics 

Company Analysis 

 

Exhibit 4: Capacity break-up (in MSM) 

 

Source: Company, ICICI Direct Research 

 

Exhibit 5: Capacity break-up (%) 

 

Source: Company, ICICI Direct Research 

 

Exhibit 6: Revenue break-up (| crore) 

 

Source: Company, ICICI Direct Research 

 

Exhibit 7: Revenue break-up (%) 

 

Source: Company, ICICI Direct Research 

 

Exhibit 8: Quarterly standalone sales volumes (in MSM) 

 

Source: Company, ICICI Direct Research 

 

Exhibit 9: Quarterly standalone sales value 

 

Source: Company, ICICI Direct Research 
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Result Update | Somany Ceramics 

Exhibit 10: Model-wise standalone sales volumes break-up 

 

Source: Company, ICICI Direct Research 

 

Exhibit 11: Average realisation break-up 

 

Source: Company, ICICI Direct Research 

 

 

Exhibit 12: Consolidated EBITDA and EBITDA margin trend 

 

Source: Company, ICICI Direct Research 

 

Exhibit 13: Consolidated PBT, PAT margin trend  

 

Source: Company, ICICI Direct Research 
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Financial summary 

Exhibit 14: Profit and loss statement                              | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 15: Cash flow statement                                     | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 16: Balance sheet                                               | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 17: Key ratios 

 

Source: Company, ICICI Direct Research 

 

 

 

(Year-end March) FY20 FY21 FY22E FY23E

Net Sales 1,600.2   1,643.7   1,916.9   2,264.6   

Other Income 12.7       12.8       15.0       15.0       

Total Revenue 1,622.8   1,663.2   1,938.9   2,286.6   

Raw Material Expense 447.0     393.7     440.9     520.9     

Purchase of Traded Goods 282.6     308.0     343.1     405.4     

(Increase)/Decrease in Inventories (62.3)      78.5       57.5       67.9       

Employee benefit expenses 239.1     224.8     253.0     294.4     

Other Expenses 226.4     177.4     222.4     269.5     

Total Operating Expenditure 1,478.7   1,459.7   1,685.0   1,988.3   

EBITDA 131.4     190.8     238.9     283.3     

Interest 49.4       40.1       33.5       32.6       

Depreciation 59.0       61.3       63.6       75.6       

PBT 35.8       102.1     156.8     190.1     

Total Tax (9.9)        22.4       40.8       49.4       

PAT before MI 19.5       61.3       116.0     140.6     

Minority Interest 4.5         3.6         9.0         13.0       

PAT 15.0       57.7       107.0     127.6     

YoY growth -86.6% 284.7% 85.5% 19.3%

EPS (Diluted) 3.5         13.6       25.3       30.1       

(Year-end March) FY20 FY21 FY22E FY23E

Profit after Tax 15.0       57.7       107.0     127.6     

Depreciation 59.0       61.3       63.6       75.6       

Interest Paid 49.4       40.1       33.5       32.6       

Cash Flow before WC changes 141.3     168.4     198.2     233.9     

Net Increase in Current Assets 95.6       161.1     (118.8)    (118.5)    

Net Increase in Current Liabilities (49.9)      33.0       47.8       59.6       

Net CF from Op. Activities 187.0     362.6     127.2     175.0     

(Purchase)/Sale of Fixed Assets (62.7)      (38.5)      (190.0)    (50.0)      

Others 40.8       (41.7)      15.0       15.0       

Net CF from Inv. Activities (21.9)      (80.2)      (175.0)    (35.0)      

Proceeds/Repayment of Debt (75.0)      (86.0)      (40.0)      (10.0)      

Dividend and Dividend Tax (20.4)      (10.2)      (21.4)      (25.5)      

Interest Paid (49.4)      (40.1)      (33.5)      (32.6)      

Net CF from Fin. Activities (144.9)    (136.3)    (94.9)      (68.1)      

Net Cash flow 20.3       129.0     (142.7)    71.8       

Opening Cash/ Cash Equivalent 40.0       20.1       149.1     6.3         

Cl. Cash/ Cash Equivalent 20.1       149.1     6.3         78.1       

(Year-end March) FY20 FY21 FY22E FY23E

Liabilities

Share Capital 8.5         8.5         8.5         8.5         

Reserves & Surplus 598.0     646.9     732.5     834.6     

Total Shareholders funds 606.4     655.3     741.0     843.1     

Secured Loan 336.6     250.6     210.6     200.6     

Unsecured Loan 161.5     161.5     161.5     161.5     

Total Debt 498.1     412.1     372.1     362.1     

Deferred Tax Liability 41.3       37.2       37.2       37.2       

Minority Interest 94.1       99.7       108.7     121.7     

Other Long Term Liabilities 61.2       70.1       70.1       70.1       

Long Term Provisions 6.9         7.9         7.9         7.9         

Liability side total 1,308     1,282     1,337     1,442     

Assets

Gross Block 872.0     909.9     1,069.9   1,119.9   

Net Block 733.9     710.4     806.8     781.1     

Capital WIP 6.0         8.6         38.6       38.6       

Current Investments 34.1       89.8       89.8       89.8       

Long-term loans and advances 4.6         4.6         4.6         4.6         

Inventories 328.2     244.6     283.6     335.0     

Sundry Debtors 279.8     230.7     288.9     341.2     

Loans and Advances 30.3       10.9       12.7       14.9       

Other Current Assets 57.4       48.4       68.3       80.7       

Cash 20.1       149.1     6.3         78.1       

Total Current Assets 749.9     773.4     749.5     939.8     

Creditors 172.9     188.2     220.6     260.6     

Provisions 2.7         1.6         1.6         1.6         

Other Current Liabilities 73.8       92.6       108.0     127.6     

Total Current Liabilities 249.3     282.4     330.2     389.7     

Net Current Assets 500.6     491.1     419.3     550.1     

Assets side total 1,308     1,282     1,337     1,442     

(Year-end March) FY20 FY21 FY22E FY23E

Per Share Data

EPS 3.5         13.6       25.3       30.1       

Cash EPS 17.4       28.1       40.3       48.0       

BV 143.1     154.6     174.8     198.9     

Revenue per Share 377.6     387.9     452.3     534.4     

Dividend per share 4.8         2.4         5.0         5.0         

Operating Ratios

EBITDA / Total Operating Income 10.9 9.5 8.2 11.6

PAT / Total Operating Income 4.5         2.7         0.9         3.5         

Inventory Days 75          54          54          54          

Debtor Days 64          51          55          55          

Creditor Days 39          42          42          42          

Return Ratios

RoE 2.5         8.8         14.4       15.1       

RoCE 6.5         11.1       14.2       15.4       

RoIC 5.8         12.5       14.6       16.8       

Valuation Ratios

EV / EBITDA 26.3       16.7       13.7       11.3       

P/E 200.6     52.1       28.1       23.6       

EV / Net Sales 2.2         1.9         1.7         1.4         

Market Cap / Sales 1.9         1.8         1.6         1.3         

Price to Book Value 5.0         4.6         4.1         3.6         

Turnover Ratios

Asset turnover 1.2         1.3         1.4         1.6         

Gross Block Turnover 1.8         1.8         1.8         2.0         

Solvency Ratios

Net Debt / Equity 0.7         0.3         0.4         0.2         

Current Ratio 2.8         1.9         2.0         2.0         

Debt / EBITDA 3.4         0.9         1.2         0.7         

Quick Ratio 1.5         1.0         1.1         1.1         
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RATING RATIONALE 

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according -to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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