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Deccan Cement

Strong show; geared up for doubling its capacity!

During 3QFY21, Deccan Cement (DECM) reported strong surge in volumes
and profits riding on solid demand in AP, healthy regional pricing and robust
cost controls. Thus, its sales vol/revenue/EBITDA/APAT grew 58/80/363/737%
YoY. The icing on the cake is a 2.2mn MT expansion announcement (long
due). Given that DECM has a net cash balance sheet (INR 1.3bn) and robust
cash flow outlook, the doubling of capacity should not deteriorate its balance
sheet. We maintain BUY rating on the stock with a revised TP of
INR 535/share (5.5x Dec’22 EBITDA).

Strong 3QFY21: Sales volume firmed up 13% QoQ (+58% YoY on a low
base) to 0.5Imn MT, riding on strong demand in AP markets. Utilisation
firmed up to 90%, its highest-ever utilisation in the past 12 years. NSR fell
7% QoQ on both price decline QoQ as well as increased share of sales in AP
(low-price market). However, it stood 14% higher YoY. Opex fell 4% YoY
and 5% QoQ, aided by both lower input costs (increased PPC sales and
benefits from WHRS ramp-up) and lower freight costs (lower lead distance).
Thus, unitary EBITDA surged 192% YoY to INR 960/MT. DECM
commissioned 6.3MW WHRS during Dec’20. This will drive down its power
cost by ~INR 40mn every quarter.

Long due Capex announced: DECM has also announced 2.2mn MT
brownfield expansion (after a gap of nine years), thereby doubling its
capacity by early FY24E. We increase FY21/22E EBITDA by 12/4% factoring
in strong performance and subsequently raise target price to INR 535/share
(5.5x Dec’22E EBITDA).
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KEY STOCK DATA
Bloomberg code DECM IN
No. of Shares (mn) 14
MCap (INR bn) / ($ mn) 6/77
6m avg traded value (INR mn) 32
52 Week high / low INR 409/147

STOCK PERFORMANCE (%)
3M 6e6M 12M
Absolute (%) 179 53.6 37.0

Relative (%) 1.0) 192 130

SHAREHOLDING PATTERN (%)

YE Mar (INR mn) FY%i FY%g l(’”/l)’ FY%i Q("/Q) FY19 FY20| FY21E FY22E FY23E
Sales (mn MT) 051 032 583 045 126 17 14 1.8 19 21
NSR (INR/MT) 4080 3594 135 4372 (67) 3745 3,860| 4,220 3946 3,973
Opex (INR/MT) 3121 3266 (44) 3269 (45 3197 3316| 3228 3259 3,300
EBITDA (INR/MT) 960 328 1924 1,103 (13.0) 547  544| 992 687 673
Net Sales 2,081 1,158  79.8 1,981 51 6514 5558) 7,680 7,68 8279
EBITDA 489 106 363.0 500 (2.0) 952  783| 1,806 1,337 1,402
APAT 331 40 7372 338 (2.2) 461  433| 1,165 826 825
AEPS (INR) 236 28 7372 242 (22) 329 309 832 589 589
EV/EBITDA () 5.1 70| 26 48 6.2
EV/MT (INR bn) 215  244| 209 286 389
P/E (x) 122 130 48 6.8 6.8
RoE (%) 11.9 101 231 139 123

Source: Company, HSIE Research

Estimates Revision

WM TG w5 o evised | ol evined
Net Revenues 7,284 7,680 54 7,365 7,684 4.3 8,038 8,279 3.0
EBITDA 1,616 1,806 11.7 1,288 1,337 3.8 1,402 1,402 0.0
APAT 1,022 1,165 14.0 789 826 4.6 836 825 (1.4)
AEPS 73.0 83.2 14.0 56.3 58.9 4.6 59.7 58.9 (1.4)

Source: Company, HSIE Research

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters

Sep-20 Dec-20
Promoters 56.24 56.24
FIs & Local MFs 4.19 2.75
FPIs 2.48 2.62
Public & Others 37.09 38.39
Pledged Shares - -
Source : BSE

Pledged shares as % of total shares
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