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Key financials (YE Mar) FY18 FY19 FY20 FY21e FY22e

Sales (` m)  5,699  6,514  5,558  4,976  5,684 
Net profit (` m) 385 461 663 299 461 
EPS (`)  27.5  32.9  47.3  21.3  32.9 
PE (x)  18.4  12.7  4.1  12.7  8.2 
EV / EBITDA (x)  8.1  5.5  3.2  5.7  3.7 
EV / ton ($)  40.2  30.8  14.4  20.3  18.3 
RoE (%)  11.1  11.9  13.2  6.5  9.3 
RoCE (%) after tax  8.1  8.7  11.3  4.8  7.2 
Dividend yield (%)  0.6  0.9  2.0  1.5  1.5 
Net debt / equity (x) -0.1 -0.1 -0.1 -0.1 -0.1 

Source: Company, Anand Rathi Research 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Rating: Buy 
Target Price: `348 
Share Price: `271

Relative price performance 

Source: Bloomberg 
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Key data DECM IN / DCNC.BO
52-week high / low `419 / 147
Sensex / Nifty 35171 / 10383
3-m average volume  $0.1m
Market cap  `4bn / $50.1m
Shares outstanding  14m

Shareholding pattern (%) Mar-20 Dec-19 Sept-19

Promoters 56.2 56.2 56.2
     - of which, Pledged 
Free float 43.8 43.8 43.8
    - Foreign institutions 2.3 2.1 1.7
   - Domestic institutions 12.5 12.8 13.8
  - Public  29.0 28.8 28.3

27 June 2020 

Deccan Cements 

Covid’19-struck performance; strong balance sheet persists; Buy 

Against the backdrop of the lockdown, anaemic demand in Telangana/ 
AP and an exceptional `96m provision, Deccan Cements reported 20%/ 
60% revenue/EBITDA decline and a `30bn loss. Also, the start of the 
WHRS was delayed by ~6 months due to no inter-regional movement. 
Demand and prices are expected to continue under pressure with the 
monsoon. With no major capex in the works, we expect a net debt-free 
company. We retain a Buy recommendation on the stock, at a higher 
target of `348 (earlier `289). 

Demand weakness to persist. Lost business days in Mar’20 and weak 
demand in its key operating region (AP/Telangana) due to little construction 
pushed down Deccan Cements’ volumes 13.5% y/y to 0.35m tons. Further, its 
realisations/ton dropped 7% y/y pulled down overall revenue 19.7% y/y to 
`1.2bn. With April a complete washout, demand is now mostly from rural 
areas. Management expects it to improve only after the monsoon as the region 
is also struck by labour non-availability. 

Weak operating performance; WHRS commencement delayed. With the 
low realisations and higher y/y costs/ton (freight 23.4%, staff 13.4%, other 
expenses 25.4%, raw material 2.6%), the EBITDA/ton plunged 54% y/y to 
`327 (`703 a year ago, `328 the quarter prior). Power & fuel cost/ton, however 
slid 14% y/y due to lower fuel prices. Further, the `96m provision toward he 
revised wheeling charges pulled down Adj. PAT 49% y/y. The 6MW WHRS is 
expected to be complete by Sep’20 (earlier Mar’20), delayed by the lockdown. 

Outlook, Valuation. Apart from maintenance capex, the company said it 
would not incur any expansion capex in these uncertain times. We expect it to 
remain net cash. FY21 volumes, however, are expected to fall 13% y/y, and 
grow 10.5% in FY22, whereas EBITDA/ton would come at `474 and `593. 
We maintain our Buy rating, at a higher target of `348 based on FY22e 
EV/EBITDA of 5x. Risk: Extension of the lockdown; rise in input costs. 

Change in Estimates Target Reco  

Estimates revision (%) FY21e FY22e

Sales 1.2  (2.4)
EBITDA 12.0  1.1 
PAT 7.3  (9.8)
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Quick Glance – Financials and Valuations 
Fig 1 – Income statement (` m) 
Year-end: Mar  FY18  FY19  FY20  FY21e  FY22e 

Sales volume (m tons)  1.5  1.7  1.5  1.3  1.4 
Net revenues   5,699  6,514  5,558  4,976  5,684 
   Growth (%)   14.8  14.3 -14.7 -10.5  14.2 
Direct costs   3,864  4,513  3,682  3,181  3,556 
SG&A  986  1,048  1,093  1,186  1,287 
EBITDA  848 952 783 608 840 
   EBITDA margins (%)   14.9  14.6  14.1  12.2  14.8 
- Depreciation  227 223 209 235 262 
Other income  43 99 96 85 97 
Interest expenses 57 77 68 59 59 
PBT  608 751 602 399 616 
    Effective tax rate (%)  36.6 38.6 -12.1 25.2 25.2
+ Associates / (Minorities)   -  -  -  -  -
Net income 385 461 566 299 461 
Adjusted income  385 461 663 299 461 
WANS  14 14 14 14 14 
FDEPS (` / sh)   27.5  32.9  47.3  21.3  32.9 
    FDEPS growth (%)  -17.8 19.5 43.9 -54.9 54.3

 

Fig 3 – Cash-flow statement (` m) 
Year-end: Mar  FY18  FY19  FY20  FY21e  FY22e 

 PBT  608 751 602 399 616 
 + Non-cash items  227 223 209 235 262 
Oper. prof. before WC 835 974 811 634 878 
 - Incr. / (decr.) in WC   -222 122  -213 75 59 
 Others incl. taxes  181 265 124 81 135 
 Operating cash-flow  876 587 900 478 684 
 - Capex (tang. + intang.)  130 184 970 370 250 
 Free cash-flow  746 402  -70 108 434 
 Acquisitions   -  -  -  -  -
 - Div.(incl. buyback & taxes)  51 63 68 56 56 
 + Equity raised   -  -  -  -  -
 + Debt raised   -457 198 152  -300  -
 - Fin investments  0 0  -0 0  -
 - Misc. (CFI + CFF)  7  -13 160 20 20 
 Net cash-flow  231 550  -146  -268 358 
Source: Company, Anand Rathi Research  

 

Fig 5 – Price movement 

 
Source: Bloomberg 

Fig 2 – Balance sheet (` m) 
Year-end: Mar  FY18  FY19  FY20  FY21e  FY22e 

Share capital  70 70 70 70 70 
Net worth   3,654  4,064  4,499  4,742  5,147 
Debt  539 737 889 589 589 
Minority interest   -  -  -  -  -
DTL / Assets)  651 676 491 491 491 
Capital employed  4,843  5,477  5,879  5,822  6,227 
Net tangible assets   3,484  3,402  3,602  4,304  4,292 
Net intangible assets  146 140 178 178 178 
Goodwill   -  -  -  -  -
CWIP (tang. & intang.)  44 94 617 50 50 
Investments (strategic)  1 1 1 1 1 
Investments (financial)   -  -  -  -  -
Current assets (ex cash)  1,159  1,263  1,541  1,132  1,293 
Cash 762  1,313  1,166 899  1,257 
Current liabilities  753 735  1,226 742 844 
Working capital  406 528 315 390 449 
Capital deployed   4,843  5,477  5,879  5,822  6,227 
Contingent liabilities  262 269 - - -

 

Fig 4 – Ratio analysis 
Year-end: Mar  FY18  FY19  FY20  FY21e  FY22e 

P/E (x)   18.4  12.7  4.1  12.7  8.2 
EV / EBITDA (x)   8.1  5.5  3.2  5.7  3.7 
EV / Sales (x)   1.2  0.8  0.4  0.7  0.5 
P/B (x)   1.9  1.4  0.6  0.8  0.7 
RoE (%)   11.1  11.9  13.2  6.5  9.3 
RoCE (%) - after tax   8.1  8.7  11.3  4.8  7.2 
DPS (` / sh)   3.0  3.8  4.0  4.0  4.0 
Dividend payout (%) - incl. DDT   13.1  13.7  11.9  18.7  12.2 
Net debt / equity (x)  -0.1 -0.1 -0.1 -0.1 -0.1 
WC days   26.0  29.6  20.7  28.6  28.8 
EV / ton ($)  40.2  30.8  14.4  20.3  18.3 
NSR / ton (`)  3,826  3,755  3,770  3,880  4,010 
EBITDA / ton (`) 570 549 531 474 593 
Volumes (m tons)   1.49  1.74  1.47  1.28  1.42 
CFO :  PAT  (%)   227.3  127.4  135.8  160.1  148.4 
Source: Company, Anand Rathi Research

 

Fig 6 – Quarterly per-ton NSR and EBITDA trends 

 
Source: Company, Anand Rathi Research
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  Other Key Highlights 
Revenue growth 

Having already struggled with weak demand, especially in AP/Telangana, 
the lockdown took a further toll on Deccan Cements’ overall performance. 
Volumes contracted 14% y/y and realisations 7%, pulling down overall 
revenue 20% y/y to `1.2bn. Q4 sales volumes in AP/Telangana and the 
South plunged ~32% and 20% y/y respectively; for the year, the fall was 
~21% and 10.7% respectively.  

The complete lockdown in April led to no volumes; whereas May and June 
demand stemmed mostly from rural areas, cities being quarantined and due 
to labour issues. Post-April prices climbed by `50-55/bag in the South. 
Nevertheless, a drop in prices is likely on weak demand and the monsoon 
season commencing. 

 

 

 

 

 

 

 

 

 

 

 

Operating performance 

In Q4, absolute EBITDA declined 60% y/y to `113m and EBITDA/ton 
54% y/y to `327/ton. The company gained from lower fuel prices, which 
resulted in power & fuel cost/ton declining 14% y/y. Low volumes, 
however, restricted fixed-cost absorption since Q4 per-ton staff costs and 
other expenses rose respectively 13% and 25% y/y. Further, freight cost/ 
ton stepped up 13.4% y/y. The company did not cut salaries.     

In FY20, the Supreme Court passed an order regarding wheeling charges. 
The order affirmed that the Andhra Pradesh Electricity Regulatory 
Commission (APERC) had the power to revise wheeling charges from 
time to time. Accordingly, the orders passed by the High Court in favour 
of the company were set aside. On 6th Jan’20, the company had filed a 
review petition against the order. Nevertheless, it made a `96m provision 
for an exceptional item, subject to adjustments, if any, according to 
demand by discoms.  

The muted operating performance and 55.4% y/y lower other income 
pushed down adj. PAT 49% y/y to `67m, though partially set off by the 
(45% y/y) drop in interest expense, and depreciation expense. The 
company reported a `29.6m loss vs. a `141m net profit (PAT) a year ago. 

Fig 7 – Revenue and Revenue growth 

Source: Company, Anand Rathi Research 

 

Fig 8 – Capacity and Utilisation 

Source: Company, Anand Rathi Research 
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Fig 9 – EBITDA-per-ton trend 

Source: Company, Anand Rathi Research 

 

Fig 10 – Cost-per-ton trend 

Source: Company, Anand Rathi Research 
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  Result Highlights 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig 12 – Per-ton analysis 
 (`) Q2 FY18 Q3 FY18 Q4 FY18 Q1 FY19 Q2 FY19 Q3 FY19 Q4 FY19 Q1 FY20 Q2 FY20 Q3 FY20 Q4 FY20 % Y/Y % Q/Q

Realisations  3,984  3,736  3,845  3,841  3,779  3,577  3,852  4,045  3,769  3,593  3,578 (7.1) (0.4)

EBITDA  615 508 503 546 495 473 703 898 449 328 327 (53.5) (0.4)

Sales volumes (m tons)  0.34  0.36  0.43  0.42  0.43  0.48  0.40  0.45  0.36  0.32  0.35 (13.5)  7.4 

Costs                   

Raw material  366 345 356 350 342 352 368 385 378 348 378  2.6  8.6 

Power & Fuel   1,085  1,217  1,182  1,203  1,112  1,375  1,546  1,401  1,303  1,175  1,332 (13.9)  13.3 

Staff cost 201 174 116 154 158 126 173 174 189 189 197  13.4  3.9 

Trans., C&F charges  1,448  1,061  1,069  1,149  1,065 836 658 870 847 848 811  23.4 (4.3)

Other Expenses 222 445 535 459 425 438 494 488 615 515 619  25.4  20.2 

Source: Company, Anand Rathi Research 

Fig 11 – Quarterly trend 
 (` m) Q2 FY18 Q3 FY18 Q4 FY18 Q1 FY19 Q2 FY19 Q3 FY19 Q4 FY19 Q1 FY20 Q2 FY20 Q3 FY20 Q4 FY20 % Y/Y % Q/Q

Sales   1,362  1,341  1,636  1,617  1,625  1,731  1,541  1,820  1,342  1,158  1,238 (19.7)  6.9 

EBITDA 210 182 214 230 213 229 281 404 160 106 113 (59.7)  7.0 

  EBITDA margins (%) 15.4 13.6 13.1 14.2 13.1 13.2 18.2 22.2 11.9 9.1 9.1  -910bps  1bps 

EBITDA per ton (`) 615 508 503 546 495 473 703 898 449 328 327 (53.5) (0.4)

Interest  15 14 14 16 15 16 29 14 19 19 16 (45.5) (15.0)

Depreciation 57 57 57 53 57 56 58 50 52 53 55 (4.6)  4.0 

Other income   9 21 6 17 19 20 43 20 37 20 19 (55.4) (2.6)

PBT  147 131 150 178 159 177 237 361 126 54  (35) (114.7) (165.1)

Tax 52 42 63 65 57 62 106 127  (197) 14  (5) (105.1) (138.0)

Adjusted PAT  95 89 87 113 102 115 131 233 323 40 67 (49.0)  68.7 

Reported PAT 95 89 87 113 102 115 131 233 323 40  (30) P2L P2L

Source: Company, Anand Rathi Research 
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  Valuations 
Against the backdrop of the lockdown, anaemic demand in Telangana/AP 
and an exceptional `96m provision, Deccan Cements reported 20%/60% 
revenue/EBITDA declines and a `29.6bn loss. Also, the start of the 
WHRS was delayed by ~6 months due to no inter-regional movement. 
Demand and prices are expected to remain under pressure with the 
monsoon starting. With no major capex in the works, we expect a net 
debt-free company. We maintain our Buy recommendation on the stock, 
at a higher target of `348 based on an EV/EBITDA of 5x. 

Change in estimates 

We have raised our FY21e revenue, EBITDA and PAT respectively 1.2%, 
12% and 7.3%. For FY22, we have reduced revenue and pat estimates 
2.4% and 9.8% respectively. 

Fig 13 – Change in estimates 
Old New Variance 

(` m) FY21e FY22e FY21e FY22e % chg % chg

Sales  4,919 5,822  4,976 5,684 1.2  (2.4)

EBITDA 543 832 608  840 12.0  1.1 

PAT 278 511 299  461 7.3  (9.8)

Source: Anand Rathi Research 

 

 

 

 

 

 

 

 

 

 

 

Risk 

 Extension of the lockdown 

 Rise in input costs. 

 

 

 

 

 

Fig 14 – EV/EBITDA band, one-year-forward 

Source: Company, Anand Rathi Research 

 

Fig 15 –  EV/EBITDA: Standard deviation, one-year-forward

 
Source: Company, Anand Rathi Research 
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Fig 16 – Peer comparison 
CMP P/E EV / EBITDA EV / ton  ($) 

` FY21e FY22e FY21e FY22e FY21e FY22e

Deccan Cement  271 12.7 8.2 5.7 3.7 20 18 

Birla Corp. 597 18.8 13.5 8.1 6.7 60 50 

Dalmia Bharat  700  NA NA 9.4 7.7 93 78 

Heidelberg Cement 181 22.8 15.5 10.5 8.0 82 77 

India Cement 125  NA 43.2 14.1 10.5 60 60 

JK Cement  1,366 28.5 18.1 13.8 10.0  108  102 

JK Lakshmi 256 43.1 12.7 9.9 5.6 46 39 

Mangalam Cement 192 13.9 7.8 6.8 4.8 36 33 

NCL Industries  75 11.2 5.9 5.2 3.5 26 23 

Orient Cement  77 100.0 22.6 9.7 7.2 43 41 

Prism Johnson  48  NA 29.2 10.9 7.9 52 49 

Ramco Cement 642 36.0 23.7 20.1 14.0  117  112 

Sanghi Industries   26  NA 16.1 13.3 8.6 38 39 

Source: Anand Rathi Research  
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Analyst Certification 
The views expressed in this Research Report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the 
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research 
analyst(s) in this report. The research analysts are bound by stringent internal regulations and also legal and statutory requirements of the Securities and Exchange 
Board of India (hereinafter “SEBI”) and the analysts’ compensation are completely delinked from all the other companies and/or entities of Anand Rathi, and have 
no bearing whatsoever on any recommendation that they have given in the Research Report. 
 
Important Disclosures on subject companies 
Rating and Target Price History (as of 27 June 2020) 

 Date Rating 
TP  
(`) 

Share 
Price (`) 

 1  04-Sep-17 Buy  1,548   1,111  
 2  12-Feb-18 Buy  752   579  
 3  30-May-18 Buy  638   453  
 4  14-Aug-18 Buy  600   421  
 5  14-Nov-18 Buy  525   367  
 6  15-Feb-19 Buy  515   359  
 7  30-May-19 Buy  649   431  
 8  14-Aug-19 Buy  586   375  
 9  13-Nov-19 Buy  544   350  

 10 17-Feb-20 Buy  410   265  
 11 04-May-20 Buy  289   199  

     
     
     

 

 
Anand Rathi Ratings Definitions 

Analysts’ ratings and the corresponding expected returns take into account our definitions of Large Caps (>US$1bn) and Mid/Small Caps (<US$1bn) as described 
in the Ratings Table below:  

Ratings Guide (12 months) 
    Buy   Hold   Sell 
Large Caps (>US$1bn)   >15%   5-15%   <5% 
Mid/Small Caps (<US$1bn)  >25%   5-25%   <5% 
 
Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014 

Anand Rathi Share and Stock Brokers Ltd. (hereinafter refer as ARSSBL) (Research Entity) is a subsidiary of Anand Rathi Financial Services Ltd. ARSSBL is a 
corporate trading and clearing member of Bombay Stock Exchange Ltd, National Stock Exchange of India Ltd. (NSEIL), Multi Stock Exchange of India Ltd (MCX-
SX) and also depository participant with National Securities Depository Ltd (NSDL) and Central Depository Services Ltd. ARSSBL is engaged in the business of 
Stock Broking, Depository Participant and Mutual Fund distributor.  

The research analysts, strategists, or research associates principally responsible for the preparation of Anand Rathi research have received compensation based 
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues. 

General Disclaimer: This Research Report (hereinafter called “Report”) is meant solely for use by the recipient and is not for circulation. This Report does not 
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. The 
recommendations, if any, made herein are expression of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of 
purchase or sale of any security, derivatives or any other security through ARSSBL nor any solicitation or offering of any investment /trading opportunity on behalf 
of the issuer(s) of the respective security (ies) referred to herein. These information / opinions / views are not meant to serve as a professional investment guide for 
the readers.  No action is solicited based upon the information provided herein. Recipients of this Report should rely on information/data arising out of their own 
investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or 
making any investments. This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by 
ARSSBL to be reliable. ARSSBL or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, 
completeness, adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are 
fair and reasonable, none of the directors, employees, affiliates or representatives of ARSSBL shall be liable for any direct, indirect, special, incidental, 
consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this Report. 
The price and value of the investments referred to in this Report and the income from them may go down as well as up, and investors may realize losses on any 
investments. Past performance is not a guide for future performance. ARSSBL does not provide tax advice to its clients, and all investors are strongly advised to 
consult with their tax advisers regarding taxation aspects of any potential investment. 

Opinions expressed are our current opinions as of the date appearing on this Research only. We do not undertake to advise you as to any change of our views 
expressed in this Report. Research Report may differ between ARSSBL’s RAs and/ or ARSSBL’s associate companies on account of differences in research 
methodology, personal judgment and difference in time horizons for which recommendations are made. User should keep this risk in mind and not hold ARSSBL, 
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