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 Company Update 

Revival in quartz business…  

Pokarna posted good Q3FY19 results given the robust performance in its 

quartz business. The topline grew 36.1% YoY to | 119.6 crore on account 

of 79.9% YoY growth in Quartz revenues to | 84.3 crore in Q3FY19. The 

EBITDA margin expanded 209 bps YoY to 36.1% mainly on account of a 

better product mix in its quartz portfolio and expansion in EBITDA margin 

of granite business (29.6% in Q3FY19 vs. 27.8% in Q3FY18). 

Consequently, the bottomline grew 86.8% YoY to | 27.1 crore led by 

robust topline expansion and expansion in overall EBITDA margin. 

Immense opportunity for quartz business from US… 

Revenue growth was led by strong performance in its quartz division that 

grew 79.9% YoY to | 84.3 crore in Q3FY19. US imposed anti-dumping 

duty on Chinese quartz amid its trade war, resulting in demand shifting to 

Indian quartz in export markets, especially the US. As China accounts for 

~60% US quartz market, this shift in quartz demand creates immense 

opportunity for Indian manufacturers. The company’s quartz portfolio, 

with 64+ colour palettes with multiple shades & textures of ~350 colours, 

augurs well for the company to improve its product mix. On the flip side, 

citing huge opportunity in this space, tens of players in the Indian quartz 

industry are coming up with incremental capacity addition, which could 

be a concern in the long run. Overall, Pokarna, with its technological moat 

in quartz business stands as the frontrunner to capture the lucrative 

opportunity arising from demand shift from China to India. 

New quartz manufacturing facility to cater to incremental demand… 

Pokarna is currently undertaking expansion of its quartz manufacturing 

facility by setting up a 7.8 LSM capacity plant in Hyderabad (130% of 

existing capacity in Vishakhapatnam). This new quartz facility would be 

based on Bretonstone technology & may be commissioned in Q4FY20E. 

Also, as the existing Vishakhapatnam plant (6 LSM capacity) is operating 

at optimum utilisation, the new plant will help Pokarna lead next leg of 

growth. With 98% of overall revenues coming from the US market and 

quartz business contributing ~70% overall revenues, the additional 

capacity will help it to overcome its capacity constraints and cater to the 

incremental demand, thus boosting its overall revenues, going ahead. 

To focus on cut-to-size products in granite division … 

Pokarna’s muted, albeit, steady performance in the granite business is on 

lines similar to the management’s earlier guidance. Higher EBITDA margin 

in the granite business in Q3FY19 was on the back of cost rationalisation 

measures and favourable currency tailwinds in Q3FY19. The management 

is focusing on improving operational efficiencies at its quarries, improving 

capacity utilisation and increasing share of cut to size products. 

Nonetheless, sticking to its earlier guidance, it expects no growth coming 

from this segment in near term. 

Trading at 6.5x FY19E EPS; reiterate BUY… 

At the CMP, the stock is trading at ~6.5x FY19E EPS. We like Pokarna, 

given its increasing focus on high-margin quartz business, its owned 

quarries and having technological moat, being the sole quartz 

manufacturer by Bretonstone technology in India. We believe the new 7.8 

LSM quartz facility in Hyderabad will further help the company increase 

its share in the US market. Various players adding quartz manufacturing 

facilities in the country could be a key risk for Pokarna as it could put 

pricing pressure in the long term, which will be closely monitored. 

Overall, we maintain BUY rating with TP of | 225/ share (8x FY20E EPS). 

Rating Matrix 

Rating : Buy

Target : | 225

Target Period : 18-24 months

Potential Upside : 30%
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Conference call highlights 

 Quartz capacity expansion in India: The management said the 

trade war between the US and China is moving demand for quartz 

away from China to India as India is a rich resource for the best 

quality Quartz in the world. Hence, tens of new players are 

coming up with additional manufacturing facilities in the country. 

 EBITDA margins improve: EBITDA margins expanded 209 bps 

YoY to 36.1% mainly on account of better product mix in quartz 

business & expansion in EBITDA margins in its granite business.  

 Quartz business: Pokarna’s management reiterated the fact that 

98% of its overall revenues comes from the US market. Of that, 

quartz remains a key focus area for growth for the company. With 

the recent trade war between the US and China, the Indian market 

is seeing a lot of demand for quartz, especially from the US. On 

capturing opportunities on this front, Pokarna plans to step up its 

technological offering to increase overall throughput. Also, the 

company sees immense opportunities arising from new housing 

and renovation/replacement market from the US. 

 Granite business: The management said the operating and 

competitive environment continued to remain challenging for the 

company for its granite business. It is focusing on improving the 

operational efficiencies at quarries and aims towards improving 

capacity utilisation and increasing share of cut to size products in 

this business, going ahead 

 Capacity addition: Pokarna is currently expanding its quartz 

manufacturing facility on 39 acres of land in Hyderabad, which 

will be set up using the Breton Stone technology. The new plant’s 

capacity will be 7.8 LSM (130% of present available facility with 

the company). This plant is expected to be commissioned in 

Q4FY20E 

 Business with Ikea: Pokarna is progressing well with its tie up with 

Ikea’s store in Hyderabad. The management is committed to the 

latter’s business model 

 Debt: Pokarna has | 179 crore consolidated gross debt on its 

books as of Q3FY19. Of this, | 86 crore is from bank facilities, 

while | 93 crore is promoters’ loans  
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Exhibit 1: Quarterly performance 

Year Q3FY19 Q3FY18 YoY (%) Q2FY19 QoQ(%) Comments

Net Sales 119.6 87.9 36.1 110.3 8.4 Topline growth was on account of strong performance in Quartz business

Other Income 1.3 1.4 -8.8 3.4 -61.1

Total raw material Expenses 36.4 18.6 95.6 34.8 4.7

Employee Cost 9.7 8.7 11.0 9.7 0.3

Other Expenditure 30.2 30.6 -1.2 33.3 -9.2

EBITDA 43.2 29.9 44.4 32.6 32.6

EBITDA Margin (%) 36.1 34.1 209 bps 29.5 660 bps EBITDA margin expansion was on account of better product mix in its quartz 

division and higher EBITDA margins from its granite business

Depreciation 5.5 5.1 8.5 5.6 -0.2

Interest 6.3 7.7 -17.8 6.5 -3.1

PBT 32.7 18.6 75.7 23.3 3,582.3

Taxes 5.6 4.1 36.9 3.6 57.0

PAT 27.1 14.5 86.8 19.8 37.0 PAT growth was on account of higher topline growth and EBITDA margin 

expansion

Source: Company, ICICI Direct Research 

Exhibit 2: Financials Performance 

(Year-end March) FY14 FY15 FY16 FY17 FY18

P&L

Revenues (| crore) 230.6 326.4 393.9 367.4 328.2 

EBITDA (| crore) 46.4 83.6 132.8 136.4 97.2 

EBITDA Margins (%) 20.1 25.6 33.7 37.1 29.6 

Net Profit (| crore) 11.7 31.4 51.2 70.3 42.1 

Balance Sheet

Equity (| crore) 6.2 6.2 6.2 6.2 6.2 

Net worth (| crore) 25.8 53.0 96.8 164.2 191.3 

Debt (| crore) 310.0 290.2 271.6 270.8 220.0 

Ratios

RoNW (%) 45.4 59.1 52.9 42.8 22.0 

RoCE (%) 7.8 18.9 32.9 29.1 19.9 

P/B 20.8 10.1 5.5 3.3 2.8 

P/E 45.8 17.1 10.5 7.6 12.7 

Earnings per share  (|) 3.8 10.1 16.5 22.7 13.6 

Asset turnover (x) 0.7 0.9 1.1 0.8 0.8 

EV/EBITDA (x) 18.1 9.7 6.0 5.7 7.6 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct Research endeavours to provide objective opinions and recommendations. ICICI Direct Research 

assigns ratings to its stocks according to their notional target price vs. current market price and then 

categorises them as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and 

the notional target price is defined as the analysts' valuation for a stock. 

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction; 

Buy: >10%/15% for large caps/midcaps, respectively; 

Hold: Up to +/-10%; 

Sell: -10% or more; 

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

ICICI Direct Research,  

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

research@icicidirect.com 
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