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Superior profitability continues

We recommend BUY on Dalmia Bharat with a TP of Rs
1,450 (12x FY21 consolidated EBITDA). In 4QFY19, Dalmia

®  Thus, Dalmia’s unitary EBITDA expanded 26% QoQ to
Rs 1092/MT (though down 4% YoY on marginally lower

BUY

INDUSTRY CEMENT
CMP (as on 13 May 2019) Rs 1,070

. . . ; == . Target Price Rs 1,450
sustained its superior margin (EBITDA at Rs 1,092/MT, realisation). Lower interest cost (on sharp 20% debt ”
despite high energy costs and lower incentives YoY). The reduction) and zero tax boosted adj PAT growth. Nifty 11,148
co also continued to pare off debt, despite large capex. " In FY19, Dalmia delivered 10% volume growth. Sensex 37,091
HIGHLIGHTS OF THE QUARTER However, subdued pricing in south, lower incentive KEY STOCK DATA
®  During 4QFY19, Dalmia delivered earnings recovery, as Lr;cs(;?(jrgRs igzgﬁ\/\-/rnvz:ist:rozg/:lg:\g aqz;‘%gfr;griz Bloomberg DALBHARAIN
consolidated net sales /EBITDA/PAT grew by 7/5/46% 1030/MngThus EBITDA fe?; 3% Yo éalmi;’s <ubsid No. of Shares (mn) 193
YoY to Rs 28/6.1/1.9bn respectively, after posting ) ’ ° : y MCap (Rs bn) / ($ mn) 207/2,932

decline in the preceding three quarters.

Sales volume rose 8% YoY (+25% QoQ) to 5.6mn MT,
led by strong growth in south and NE regions, while
high utilization at its eastern plants slowed the growth.
Overall utilization rose to 89% vs 83/72% YoY/QoQ.

Blended NSR increased 4% QoQ. Strong QoQ price
recovery in the south markets (40% of total sales),
amid marginally weak pricing in east/NE region drove
~200bps NSR gain. Additionally, both incentives and

backlog reduced by Rs 4.4bn on Rs 6.5bn cash receipt.
The co used also reduced net debt by 11% to Rs 31bn.
It spent Rs 12bn in FY19 towards ongoing capex.

®  Near term outlook: We estimate Dalmia to deliver
11/15/47% volume/EBITDA/PAT CAGR during FY19-
21E. Internal accruals should support further debt
reduction despite large Rs 41bn capex outgo.

STANCE
We like Dalmia for its high op margin (of Rs 1,000/MT+ on

6m avg traded value (Rs mn) -

STOCK PERFORMANCE (%)

52 Week high / low Rs 1,220/903
3M 6M 12M

Absolute (%) (0.6) - -

Relative (%) (3.6) - -

SHAREHOLDING PATTERN (%)

non-cement revenue increased QoQ which added strong cost control), expanding regional presence (all Dec-18  Mar-19
~200bps to the NSR increase. Opex fell 1% QoQ, India ex northern region) and fast growth at prudent cost Promoters 53.66 54.26
benefitting from decline in energy prices, operating (from 25mn MT in FY18 to 37mn MT in FY22E at capex Fls & Local MFs 5.91 3.58
leverage gains and rising cost controls. On YoY basis, rate of below USD 70/MT). We value Dalmia at 12x FY21 FPIs 15.75 16.89
the cost controls offset energy inflation impact. consolidated EBITDA (implied EV of USD 138/MT). ' '
Public & Others 24.68 25.27

Financial Summary (Consolidated)

Pledged Shares * - -

Year Ending Mar (Rs mn) 4QFY19 4QFY18 YoY (%) 3QFY19 QoQ (%) FY18 FY19 FY20E FY21E Source : BSE *as % of total shares o/s
Net Sales 28,010 26,280 6.6 21,720 29.0 85,800 94,660 | 104,078 121,223

EBITDA 6,080 5,799 4.9 3,880 56.7 20,370 19,240 23,609 25,582

APAT 1,865 1,279 45.9 360 417.8 2,930 2,894 6,139 6,219

Diluted EPS (Rs) 9.7 14.4 (32.7) 1.9 417.8 32.8 15.0 31.9 32.3

EV / EBITDA (x) 11.8 12.3 10.1 9.1

EV/MT (USD) 148 140 140 105 . .

P/E (x) 70.4 71.3 336 332 Rajesh Ravi

ROE (%) 2.9 28 = 54 rajesh.ravi@hdfcsec.com

Source: Company, HDFC sec Inst Research

+91-22-3021-2077

HDFC securities Institutional Research is also available on Bloomberg HSLB <GO> & Thomson Reuters
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Revenue growth is strong
driven by volume uptick in
south and NE region

EBITDA/PAT recovered driven
by better cost controls, lower
interest expense and zero tax
outgo

Good demand in south and NE
region drove 8% volume
growth YoY; High utilisation at
east plants moderated total
growth

Sharp NSR recovery in south
moderated YoY decline

Strong cost controls, operating
leverage gains offset the
impact of higher energy cost

DALMIA BHARAT : RESULTS REVIEW 4QFY19

Consolidated Quarterly Financials Snapshot

(Rs Mn) 4QFY19 4QFY18 YoY (%) 3QFY19 QoQ (%) FY19 FY18 YoY (%)
Net Sales 28,010 26,280 6.6 21,720 29.0 94,550 85,770 10.2
Raw Materials 6,820 5,921 15.2 4,290 59.0 20,160 17,140 17.6
Power and Fuel 1,560 1,280 21.9 1,590 (1.9) 6,480 6,090 6.4
Employee 4,570 4,030 13.4 4,650 (1.7) 17,560 14,070 24.8
Transport 4,600 4,520 1.8 3,890 18.3 15,980 14,240 12.2
Other Exp 4,380 4,730 (7.4) 3,420 28.1 15,130 13,900 8.8
EBITDA 6,080 5,799 4.9 3,880 56.7 19,240 20,330 (5.4)
EBITDA margin 21.7 22.1 (36) bps 17.9 384 bps 20.3 23.7 (335) bps
Depreciation & amortisation 3,560 3,130 13.7 3,320 7.2 12,960 12,130 6.8
EBIT 2,520 2,669 (5.6) 560 350.0 6,280 8,200 (23.4)
Other Income (Including EO Items) 1,040 670 55.2 560 85.7 2,620 2,770 (5.4)
Interest Cost 920 1,570 (41.4) 720 27.8 5,510 7,080 (22.2)
PBT - Reported 2,640 1,769 49.3 400 560.0 3,390 3,890 (12.9)
Tax 0.0 530 90 (40) 980

(Minority Int)/ Associates’ profit (365) 40 -30 (364) 21

Tax rate 0.0 30.0 22.5 (1.2) 25.2

RPAT 2,275 1,279 77.9 280 711.9 3,066 2,931 4.6
EO (Loss) / Profit (Net Of Tax) 410 - -80 180 -

Adj PAT margin 6.7 4.9 179 bps 1.7 500 3.1 3.4 (37) bps
APAT 1,865 1,279 45.9 360 417.8 2,886 2,931 (1.5)

Source: Company, HDFC sec Inst Research

Consolidated Operational Performance Analysis

4QFY19  4QFY18  YoY(%) 3QFY19 QoQ (%) FY19 FY18  YoY (%)
Total Sales vol (mn MT) 5.57 5.18 7.5 4.47 24.6 18.68 16.96 10.1
Rs/MT trend
NSR 5,029 5,073 (0.9) 4,859 3.5 5,062 5,057 0.1
Raw materials 1,224 1,143 7.1 960 27.6 1,079 1,011 6.8
Power & fuel 820 778 5.5 1,040 (21.1) 940 830 13.3
Freight 826 873 (5.4) 870 (5.1) 855 840 1.9
Employee 280 247 13.3 356 (21.3) 347 359 (3.4)
Other Expense 786 913 (13.9) 765 2.8 810 820 (1.2)
Opex 3,937 3,954 (0.4) 3,991 (1.4) 4,032 3,858 4.5
EBITDA 1,092 1,119 (2.5) 868 25.8 1,030 1,199 (14.1)

Source: Company, HDFC sec Inst Research
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Consolidated Operational Trends and Assumptions (annual)

o ) FY16 FY17 FY18 FY19 FY20E FY21E
Dalm",, s exPam,jmg bOt,h Cement Cap (mn MT) 25.0 25.0 25.0 26.1 26.1 34.1
orgfwnlcally — mo.rgamca”y, / Sales Volume (mn MT) 12.8 15.3 17.0 18.7 20.1 23.2
Who'Ch should help it to sustain YoY change (%) 82.2 19.6 10.8 10.1 7.7 15.3
10%+ volume CAGR Utilisation (%) 51.2 61.2 67.8 71.6 77.1 68.0
L i i (Rs/ MT trend)
Despite incentives falling to NSR 5,013 4,867 5,059 5,068 5,174 5,226
~Rs 107/MT FY20 onwards (vs YoY change (%) 0.1 (2.9) 3.9 0.2 2.1 1.0
Rs 210/MT), we estimate Raw Materials 935 852 1,018 1,079 1,101 1,128
better pricing, lower input Power & Fuel 690 677 828 940 903 930
costs should buoy unitary Freight costs 827 890 833 856 834 855
EBITDA to Rs 1,100/MT+ Employee cost 395 386 358 347 345 359
Other expense 922 825 820 816 818 851
Total Opex 3,768 3,629 3,858 4,038 4,001 4,123
YoY change (%) (9.1) (3.7) 6.3 4.7 (0.9) 3.1
EBITDA per MT 1,244 1,238 1,201 1,030 1,174 1,103
YoY change (%) 45.0 (0.5) (3.0) (14.2) 13.9 (6.0)
Source: Company, HDFC sec Inst Research
Change in Estimates
We have marginally reduced Rs bn FY20E Old  FY20E Revised Change % FY21EOId  FY21E Revised Change %
interest expense estimates, Net Revenues 105.8 104.1 (1.6) 122.9 121.2 (1.4)
owing to faster debt EBITDA 23.6 23.6 (0.0) 25.5 25.6 0.2
reduction, thus leading to PAT APAT 5.8 6.1 6.2 5.3 6.2 16.7
upgrades AEPS 30.0 31.9 6.2 27.7 323 16.7

Source: HDFC sec Inst Research

Page | 3



[- DALMIA BHARAT : RESULTS REVIEW 4QFY19

INSTITUTIONAL RESEARCH

Peer Set Comparison

We estimate Dalmia to deliver c Mcap CMP R P EV/EBITDA (x) EV/MT (USD) Net D/E (x) RoE (%)
ompan eco
15/46% EBITDA/PAT CAGR pany (Rs bn) (Rs/sh) FY19E FY20E FY21E |[FY19E FY20E FY21E [FY19E FY20E FY21E [FY19E FY20E FY21E
during FY19-21E UltraTech Cement |1,191.4 4,338 BUY 5,140 | 186 154 12.9| 192 187 179| 0.7 05 03| 89 11.0 117
- hfl — Shree Cement 655.5 18,817 NEU 18,020| 20.0 17.6 15.0| 227 220 208| (0.1) (0.2) (0.3)| 14.8 157 16.0
rong op cash flow shou
g op : . Ambuja Cements | 417.0 210 NEU 223 | 18.8 12.7 11.3| 185 135 126| (0.7) (0.7) (0.7)|] 59 62 6.3
support ongoing expansions as
. ACC 297.3 1,583 BUY 1,900 | 13.3 107 94| 136 125 123| (0.3) (0.4) (0.4)| 11.0 12.1 12.7
well as debt reduction .
Dalmia Bharat 206.2 1,070 BUY 1,450 | 13.2 101 9.1| 149 125 105/ 03 03 02| 28 56 5.4
Return ratios appear Ramco Cements 1722 731 NEU 740 | 17.0 141 12.0| 177 173 140/ 03 04 04| 11.7 155 15.7
India’s acquisition led goodwill JK Lakshmi 457 109 BUY 150 | 100 86 7.0/ 188 147 130| (0.1) (0.2) (0.3)| 17.9 182 19.9
amortisation Star Cement 400 340 NEU 324 | 144 93 93| 8 73 77/ 11 07 08| 50 11.8 108
Orient Cement 204 99 BUY 140 | 106 66 64| 64 61 64| 12 1.0 09| 46 147 155
Co reiterated no foul play by Deccan Cement 53 381 BUY 720 | 51 38 36| 34 37 38/ (02) 00 00| 128 175 17.0
its top mgmt in the mutual Source: Company, HDFC sec Inst Research, For ACC and Ambuja, the financial year is CY18/CY19E/CY20E respectively

fund siphoning (worth Rs
3.4bn) from the accounts. Co
remains confident of
recovering the same
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Consolidated Income Statement

Consolidated Balance Sheet

DALMIA BHARAT : RESULTS REVIEW 4QFY19

(Rs Mn) FY17 FY18 FY19 FY20E FY21E (Rs mn) FY17 FY18 FY19 FY20E FY21E
Revenues 74,470 85,800 94,660 104,078 121,223 SOURCES OF FUNDS
Growth % 16.2 15.2 10.3 9.9 16.5 Share Capital 178 178 385 385 385
Raw Material 13,030 17,270 20,160 22,144 26,175 Reserves And Surplus 96,112 103,172 106,000 111,688 117,343
Power & Fuel 10,360 14,050 17,560 18,154 21,563 Total Equity 96,290 103,350 106,385 112,073 117,728
Freight Expense 13,610 14,130 15,980 16,778 19,833 Minority Interest (290) (300) 110 110 110
Employee cost 5,910 6,080 6,480 6,934 8,320 Long-term Debt 62,540 54,590 40,150 40,150 40,150
Other Expenses 12,620 13,900 15,240 16,459 19,751 Short-term Debt 17,840 18,070 18,830 17,080 13,080
EBITDA 18,940 20,370 19,240 23,609 25,582 Total Debt 80,380 72,660 58,980 57,230 53,230
EBIDTA Margin (%) 25.4 23.7 20.3 22.7 21.1 Deferred Tax Liability 13,720 13,930 12,790 12,790 12,790
EBITDA Growth % 19.0 7.6 (5.5) 22.7 8.4 Long-term Liab+ Provisions 2,530 2,110 2,970 3,250 3,250
Depreciation & amortisation 12,260 12,130 12,960 13,621 15,221 TOTAL SOURCES OF FUNDS 192,630 191,750 181,235 185,453 187,108
EBIT 6,680 8,240 6,280 9,989 10,361 APPLICATION OF FUNDS
Other Income (Including EO Items) 2,960 2,740 2,620 2,200 2,200 Net Block 126,100 121,360 122,470 120,909 140,309
Interest 8,560 7,080 5,510 4,004 4,269 Capital WIP 1,280 1,730 5,010 22,010 10,010
PBT 1,080 3,900 3,390 8,185 8,292 Goodwill 29,060 19,010 13,450 7,890 2,330
Tax 740 980 (104) 2,046 2,073 Other Non-current Assets 7,430 8,370 9,320 8,500 9,230
Minority Int (100) (10) 420 - - Total Non-current Investments 990 930 1,070 1,070 1,070
RPAT 440 2,930 3,074 6,139 6,219 Total Non-current Assets 164,860 151,400 151,320 160,379 162,948
EO (Loss) / Profit (Net Of Tax) - - 180 - - Inventories 6,520 7,790 10,320 10,928 12,728
APAT 440 2,930 2,894 6,139 6,219 Debtors 5,300 5,640 5,490 6,245 7,273
APAT Growth (%) (76.8) 565.3 (1.2) 112.1 1.3 Cash and Cash Equivalents 28,160 37,660 27,860 25,680 26,212
AEPS 4.9 32.8 15.0 31.9 32.3 Other Current Assets (& 7780 10,850 10,390 7,870 6,670
AEPS Growth % (76.9) 563.8  (54.3) 112.1 1.3  Loans/adv)
Source: Company, HDFC sec Inst Research Total Current Assets 47,760 61,940 54,060 50,723 52,883
Creditors 8,900 9,280 8,770 10,928 12,728
Other Current Liabilities & Provns 11,090 12,310 15,375 14,721 15,995
Total Current Liabilities 19,990 21,590 24,145 25,650 28,724
Net Current Assets 27,770 40,350 29,915 25,074 24,160
TOTAL APPLICATION OF FUNDS 192,630 191,750 181,235 185,453 187,108

Source: Company, HDFC sec Inst Research
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Consolidated Cash Flow

DALMIA BHARAT : RESULTS REVIEW 4QFY19

Consolidated Key Ratios & Valuations

(Rs mn) FY17 FY18 FY19E FY20E FY21E
Reported PBT 1,080 3,890 3,210 8,185 8,292
Non-operating & EO Items (2,680) (2,830) (2,070) (2,200) (2,200)
Interest Expenses 8,560 7,080 5,510 4,939 4,695
Depreciation 12,260 12,130 12,960 13,621 15,221
Working Capital Change (280) (4,610) 545 3,762 716
Tax Paid (190) (820) (1,036) (2,046) (2,073)
OPERATING CASH FLOW (a) 18,750 14,840 19,119 26,260 24,650
Capex (3,920) (3,920) (11,790) (23,500) (17,060)
Free Cash Flow (FCF) 14,830 10,920 7,329 2,760 7,590
Investments 1,680 4,460 10,810 - -
Non-operating Income 850 1,330 2,440 2,200 2,200
Others

INVESTING CASH FLOW (b)) (1,390) 1,870 1,460 (21,300) (14,860)
Debt Issuance/(Repaid) (9,000) (7,120)  (13,680) (1,750) (4,000)
Interest Expenses (8,100) (7,450) (5,510) (4,939) (4,695)
FCFE (2,270) (3,650) (11,861) (3,929) (1,205)
Share Capital Issuance (390) 40 207 - -
Dividend - (330) (451) (451) (564)
FINANCING CASH FLOW (c) (17,490) (14,860) (19,434) (7,140)  (9,258)
NET CASH FLOW (a+b+c) (130) 1,850 1,145 (2,180) 531
EO Items, Others

Closing Cash & Equivalents 27,753 30,010 38,805 25,680 26,212

Source: Company, HDFC sec Inst Research

FY17 FY18 FY19P FY20E FY21E
PROFITABILITY %
EBITDA Margin 25.4 23.7 20.3 22.7 21.1
EBIT Margin 9.0 9.6 6.6 9.6 8.5
APAT Margin 0.6 3.4 3.1 5.9 5.1
RoE 0.6 2.9 2.8 5.6 5.4
RolC 3.2 3.9 3.1 4.8 4.8
RoCE 3.8 4.3 3.5 5.0 5.1
EFFICIENCY
Tax Rate % 68.5 25.1 (3.1) 25.0 25.0
Fixed Asset Turnover (x) 0.5 0.5 0.6 0.6 0.7
Inventory (days) 32 33 40 38 38
Debtors (days) 26 24 21 22 22
Other Current Assets (days) 38 46 40 28 20
Payables (days) 44 39 34 38 38
Other Current Liab & Provns 54 52 59 52 48
(days)
Cash Conversion Cycle (days) (2) 11 8 (2) (6)
Net Debt/EBITDA (x) 2.8 1.7 1.6 1.3 1.1
Net D/E 0.5 0.3 0.3 0.3 0.2
Interest Coverage 0.8 1.2 1.1 2.5 2.4
PER SHARE DATA (Rs)
EPS 4.9 32.8 15.0 31.9 32.3
CEPS 142.7 168.8 82.3 102.5 111.2
Dividend 2.0 3.7 2.0 2.0 2.5
Book Value 1,078.7 1,155.3 552.6 582.1 611.4
VALUATION
P/E (x) 468.3 70.4 71.3 33.6 33.2
P/Cash EPS (x) 16.2 13.7 12.9 10.4 9.6
P/BV (x) 2.1 2.0 1.9 1.8 1.8
EV/EBITDA (x) 13.6 11.8 12.3 10.1 9.1
EV/MT (USD) 159 148 140 125 105
Dividend Yield (%) 0.2 0.3 0.2 0.2 0.2
OCF/EV (%) 7.3 6.2 8.1 11.0 10.6
FCFF/EV (%) 5.7 4.5 3.1 1.2 3.3
FCFE/M Cap (%) 7.2 5.3 3.6 1.3 3.7

Source: Company, HDFC sec Inst Research,
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RECOMMENDATION HISTORY

DALMIA BHARAT :

RESULTS REVIEW 4QFY19

Dalmia Bharat " TP Date CMP Reco Target
1,500 - L 10-Apr-19 1,069 BUY 1,420
1,400 - 14-May-19 1,070 BUY 1,450
1,300 -+
1,200 -
1,100 - A
1,000 -
900 ' ' ' ' T T ' Rating Definitions
o ) o) o) ) ) o ) . . .
T hy oy - - 7 7 T BUY : Where the stock is expected to deliver more than 10% returns over the next 12 month period
=3 g g 3 s g g s NEUTRAL : Where the stock is expected to deliver (-)10% to 10% returns over the next 12 month period
SELL : Where the stock is expected to deliver less than (-)10% returns over the next 12 month period
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