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Dalmia Bharat

Performance in-line across all parameters

Result Synopsis

Dalmia Bharat (DALBHARA) reported in-line performance across all parameters,
EBITDA/te witnessed sequential degrowth of 9% to Rs945 (YSEC est. of 997) due to rise
in cost/te by +7% q/q for Q1FY23. Despite volume declined by 6% q/q to 6.2MT (+27%
y/y; YSEC est. of 6.25MT), the NSR increased by +4% q/q (flat y/y; ~1% lower than YSEC
est.) translates in-line revenues of Rs33bn in Q1FY23. DALBHARA reported in-line PAT
of Rs2bn, degrew by 66% q/q and 29% y/y as tax credits reported in Q4FY22.
Management indicated that ongoing expansion progressing on schedule and will drive the
total capacity to 49MTPA by FY24E v/s 37MTPA in Q1FY23. Management is positive on
near to long term cement demand and with increasing utilization of recently added
capacities, we believe volume to grow by +11/15% y/y for FY23/24E. However, we
expect the power cost to remain elevated in H1FY23 and will continue to pose challenges,
but gradual moderation is expected from H2FY23 onwards. Most of the new capacities
for sector will be commissioned in Eastern region, hence cement prices & demand
sustenance will be the key monitorable (as out of 13.2MTPA DALBHARA'’s ongoing
expansion ~63% is in East). We continue to like DALBHARA: 1) Stronghold in East/South
key markets and set to be 2" largest player in east by FY24E with ~15% capacity share
2) ventured in the west and seeking new markets with target expansion of 110-130MTPA
by FY31 3) Strong Infra push in the East/South by govt. 3) Increasing utilization of new
added capacities 4) Cost optimization measures (WHRS/green power to 170MW) set to
improve the efficiency. We reiterate our BUY rating with a TP of Rs2565, valuing the stock
at 15x EV/EBITDA on the FY24E.

Result Highlights

= Reported in-line Net profit of Rs2.05bn decline by 66% q/q and 29% y/y in
Q1FY23 as tax credits reported in Q4FY22.

=  DALBHARA reported volume of 6.2MT (v/s YSEC est. 6.25MT) declined by 6%
q/q (+27% y/y) due to higher base and volatile demand. While NSR stood at
Rs5326/te (~1% lower than YSEC est.) up by 4% q/q and flat y/y translates in
revenue of Rs33bn (v/s YSEC est. Rs33.6bn) in Q1FY23.

=  Operating Cost/te stood in-line with our est. to Rs4381 (v/s YSEC est. Rs4377)
increase of 7% q/q (+14% y/y) resulted in EBITDA/te of Rs945 (v/s YSEC of Rs997)
in Q1FY23.

=  EBITDA margin stood at 17.7% in Q1FY23 v/s 20.2% in Q4FY22 and 27.6% in
Q1FY22.

Exhibit 1: Actual vs Estimates

us
Sales 33,020 33,596 31,917 (1.7) 3.5
Revenue largely
stood in-line with
EBITDA 5,860 6,234 5,356 (6.0) 9.4 our est.: EBITDA
. missed by 6% led
Margin (%) 17.7 18.6 16.8 (81 bps) 97 bps by slight miss on
PAT 2,050 2,050 1,444 0.0 42.0 NSR

Source: Company, YES Sec
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Exhibit 2: Quarterly snapshot (Consolidated)

Particulars (Rs m) 1QFY22 2QFY22 3QFY22 4QFY22 - 1QFY23 - y/y(%) a/q(%) FY22 FY21  y/y(%)
Net Revenue 25,870 25,770 27,340 33,800 i 33,020 i 27.6 (2.3) 112,860 101,100 11.6
Total Expenses 18,740 19,560 23,250 26,970 i 27,160 i 44.9 0.7 88,600 73,480 20.6
COGS 2,650 3,340 4,410 4,320 i 4,200 i 58.5 (2.8) 14,720 15,430 (4.6)
Employee Expenses 1,830 1,980 1,840 1,790 i 1,980 i 8.2 10.6 7,440 6,590 12.9
Power & fuel 5170 5050 6700 87301 95201 841 90 25700 16,590 54.9
Freight Exp 5,170 5,030 5,940 7,410 i 6,820 i 31.9 (8.0) 23,550 20,730 13.6
Other Expenses 3,920 4,160 4,360 4,720 4,640 18.4 (1.7) 17,190 14,140 21.6
EBITDA 7,130 6,210 4,090 6,830 5,860 (17.8) (14.2) 24,260 27,620 (12.2)
EBITDA (%) 27.6 24.1 15.0 20.2 i 17.7 i (gssl) (ﬁss) 21.5 27.3 (sgsz)
D&A 2,970 3,030 3,020 3,340 3,120 5.1 (6.6) 12,360 12,500 (1.1)
Other Income 260 450 300 530 220 (15.4) (58.5) 1,550 1,810 (14.4)
Interest Expense 560 500 440 460 | 440 | (21.4) (4.3) 1,970 2,950 (33.2)
Exceptional/EO items - 60 - (40) i - i - (100.0) 20 340 (94.1)
Share JV/Associates = (50) 340 10 170 = 1,600.0 50 (10) (600.0)
EBT 3,860 3,020 1,270 3,610 | 2,690 | (30.3) (25.5) 11,460 13,640 (16.0)
Tax 980 930 340 (2,390) 640 (34.7) (126.8) (140) 1,780 (107.9)
Reported PAT 2,880 2,090 930 6,000 2,050 (28.8) (65.8) 11,730 11,830 (0.8)
Less: Minority Interest 110 50 80 40 | 90 | (18.2) 125.0 290 120 141.7
Adj. PAT 2,770 2,100 850 5,920 E 1,960 i (29.2) (66.9) 11,460 12,050 (4.9)

Source: Company, YES Sec

Exhibit 3: Quarterly Operational Performance Analysis (Consolidated)
Particulars (Rs m) 1QFY22 2QFY22 3QFY22 4QFY22 . 1QFY23 | y/y(%) a/q(%) FY22 FY21  y/y(%)

Total Volumes (MMT) 4.9 51 5.7 6.6 | 6.2 | 26.8 (6.1) 22.2 20.7 7.2
NSR/te (Blended) 5,290 5,053 4,796 5121 E 5,326 E 0.7 4.0 5,084 4,884 4.1
RM/te 542 655 774 655 677 25.0 3.5 663 745 (11.0)
Employees/te 374 388 323 271 319 (14.7) 17.8 335 318 53
Power/te 1,057 990 1,175 1,323 | 1,535 | 45.2 16.1 1,158 801 44.4
Freight/te 1,057 986 1,042 1,123 1,100 4.0 (2.0) 1,061 1,001 5.9
Others/te 802 816 765 715 748 (6.6) 4.6 774 683 134
Opex/te (Blended) 3,832 3,835 4,079 4,086 4,381 14.3 7.2 3,991 3,550 12.4
EBITDA/te (Blended) 1,458 1,218 718 1,035 i 945 i (35.2) (8.7) 1,093 1,334 (18.1)

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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KEY CON-CALL HIGHLIGHTS

Demand

Trade sales stood at 68% in Q1FY23 v/s 65% in Q4FY22. While Blended cement contributes
82% in Q1FY23 v/s 78% in Q4FY22.

For Murli assets company is targeting to achieve +60% utilization level by end of FY23E.

During Q1FY23, the Clinker to Cement ratio stood at 1.67x because of the higher blending
sales.

Pricing & Costs

The Q1FY23 exit price remained lower by 3% as compared to the average Q1FY23 prices.

In Q1FY23, NSR improved because of healthy prices in North & North East, while south
prices remained flat.

Prices remained stable in Jul'’22 but on the lower side. West/South/ East prices remained
weak while North & Central prices stood resilient such that management expects other
regions prices to get stable soon.

DALBHARA witnessed significant inflationary pressure as fuel consumption cost increased
from $109/te in Q1FY22 ($180/te in Q4FY22) to $218/T in Q1FY23. And currently it stood
at $220/te and likely to remained at higher level.

Company had brought down its CO2 emissions further to 468kg/te of cement in Q1FY23.

Capacity expansion

By FY23, DALBHARA augmented 41MW of renewable energy capacity (5.4MW WHRS &
36MW Solar) taking the total renewable power capacity to 104MW (36MW WHRS & 67MW
Solar). DALBHARA plans to take the total renewable capacity to 173MW (~43% of the Total
captive capacity share) by end of FY23E and it will provide ~16-18% of the total required
power from green sources.

Till FY23, DALBHARA set a timeline to increase its total capacity to 40MTPA through
debottlenecking across capacity, while greenfield in South and Brownfield in East by FY24E
which would take the total capacity to 49MTPA by FY24E.

Management guided an expected CAPEX of Rs30-35bn for FY23 & 24E.

Management indicated ~110MTPA capacity expansion plan by FY30 is intact. Also stated
that the recent acquisition of Holcim group accentuated consolidation in industry.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 3
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Exhibit 4: Annual Operational Performance Estimates (Consolidated)

Particulars (Rs m) FY20 FY21 FY22 FY23E FY24E
Total Volumes (MMT) 19.3 20.7 22.2 24.5 28.2
Utilization (%) 72% 67% 62% 61% 57%
Cement Realization/te 4,605 4,812 4,956 5,142 5,168
Net Realization/te (Blended) 5,015 4,884 5,084 5,264 5,273
RM/te 905 745 663 837 891
Power/te 901 801 1,158 1,216 1,020
Freight/te 982 1,001 1,061 1,110 1,088
Employees/te 350 318 335 334 319
Others/te 785 683 774 733 751
Opex/te (Blended) 3,923 3,550 3,991 4,229 4,070
EBITDA/te (Blended) 1,092 1,334 1,093 1,035 1,204

Source: Company, YES Sec

Exhibit 5: 1-yr forward EV/EBITDA band Exhibit 6: 1-yr forward EV/te ($) band
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For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 4
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FINANCIALS

Exhibit 7: Balance Sheet (Consolidated)

Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
Equity capital 390 370 370 370 370
Reserves 105,220 127,730 156,500 164,718 177,885
Net worth 105,610 128,100 156,870 165,088 178,255
Other LT Liabilities 2,810 2,950 2,020 2,020 2,020
LT provision. 1,400 1,760 1,780 1,780 1,780
Minority interest 250 340 720 720 720
Long-term Borrowing 35,050 20,890 19,220 22,220 22,720
Deferred tax liabilities. (net) 12,770 18,150 20,340 20,340 20,340

Current Liabilities

Trades Payables 8,690 8,990 8,500 9,680 11,097
Short-term Borrowing 12,460 16,190 11,970 12,481 13,794
Other current liabilities 26,430 22,120 26,410 26,410 26,410
Short Term Provision 640 930 880 880 880
Total Liabilities 206,110 220,420 248,710 261,619 278,017
Assets

Total Net Block 123,870 134,410 138,950 145,002 166,220
CWIP & Other Assets 19,080 11,910 11,600 21,600 14,100
Investments 1,180 7,400 13,050 9,200 9,200
Other Non-current Asset 5,290 6,100 9,990 9,990 9,990

Deferred tax asset (net) - - - . _

Current Assets

Inventories 9,740 7,600 9,450 10,755 12,416
Trades Receivables 3,970 5,110 6,730 6,346 7,288
Other current assets 38,240 44760 57,240 57,240 57,240
Short Term Loans & advances 710 660 100 100 100
Cash & Bank Balances 4,030 2,470 1,600 1,385 1,463
Total Assets 206,110 220,420 248,710 261,619 278,017

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 5
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Exhibit 8: Income statement (Consolidated)

Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
Net Revenue 96,740 101,100 112,860 129,122 148,761
EBITDA 21,060 27,620 24,260 25,388 33,957
D&A 15,280 12,500 12,360 13,973 16,307
EBIT 5,780 15,120 11,900 11,415 17,650
Interest Expense 4,380 2,950 1,970 1,901 2,055
Other Income 2,170 1,810 1,550 1,937 2,455
Exceptional/EO items - 340 20 - -
EBT 3,570 13,640 11,460 11,451 18,050
Tax 1,190 1,780 (140) 2,863 4,512
Share of Profit/(Loss) in JV/Associates - (10) 50 = =
Reported PAT 2,380 11,830 11,730 8,588 13,537
Less: Minority Interest 140 120 290 = =
Adj. PAT 2,240 12,050 11,460 8,588 13,537

Source: Company, YES Sec

Exhibit 9: Cash Flow (Consolidated)

Y/e 31 Mar (Rs m) FY20 FY21 FY22 FY23E FY24E
Cash flow from operation 16,220 15,140 12,450 22,819 28,660
Profit before tax 3,430 13,830 11,320 11,451 18,050
Depreciation 15,280 12,500 12,360 13,973 16,307
Tax paid (1,290) (1,780) 140 (2,863) (4,512)
Working capital A (1,440) (9,190) (11,640) 258 (1,185)
Other operating items 140 (220) 270 - -
Cash flow from Investing Activities (13,270) (16,680) (20,480) (30,025) (30,025)
Capital expenditure (17,300) (15,870)  (16,590) (30,025) (30,025)
Change in other non-current assets 4,030 (810) (3,890) - -
Free cash flow (1,080) (730) (4,140) (7,206) (1,365)
Cash flow from Financing activities (3,610) (20) 7,160 6,991 1,443
Change in Equity & Reserves (2,240) 10,906 18,705 0 -
Investments (90) (6,220) (5,650) 3,850 -
Debt financing/disposal (1,720) (10,430) (5,890) 3,511 1,813
Dividends paid (920) (246) (1,665) (370) (370)
Other items 1,360 5,970 1,660 - -
Net A in cash (660) (1,560) (870) (215) 77

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 6
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Exhibit 10: Growth and Ratio matrix (Consolidated)

Y/e 31 Mar FY20 FY21 FY22 FY23E FY24E
Growth matrix (%)
Revenue 2.0 4.5 11.6 14.4 15.2
EBITDA 8.4 31.1 (12.2) 4.6 33.8
EBT 5.3 282.1 (16.0) (0.1) 57.6
PAT (31.8) 397.1 (0.8) (26.8) 57.6
EPS (27.3) 467.0 (4.9) (25.1) 57.6

Profitability ratios (%)

EBITDA (%) 21.8 27.3 215 19.7 22.8
EBIT (%) 8.2 16.7 11.9 10.3 13.5
PAT (%) 2.5 11.7 10.4 6.7 9.1
ROCE 32 8.5 7.1 4.9 6.8
ROE 2.3 9.2 7.5 52 7.6
ROA 1.7 8.3 7.9 52 7.6

Per share ratios (Rs)

EPS 11 65 62 46 73
DPS 4.0 1.3 9.0 2.0 2.0
Cash EPS 91 132 130 122 161
BVPS 542 692 848 892 964
Payout (%)

Dividend payout 34.8 2.0 14.5 4.3 2.7
Tax payout 3.8 13.0 (1.2) 25.0 25.0
Liquidity ratios

Inventory days 64 58 56 56 56
Payable days 66 73 58 58 58
Receivables days 18 16 19 19 19

Leverage ratios (x)

Interest Coverage 1.8 5.7 6.8 7.0 9.8
Net D/E 0.5 0.2 0.2 0.2 0.2
Net Debt/EBITDA 2.6 1.3 1.2 1.3 1.0

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 7
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Recommendation Tracker
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL
and are subject to change without any notice. The report and
information contained herein are strictly confidential and meant solely
for the intended recipient and may not be altered in any way,
transmitted to, copied or redistributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written
consent of YSL.

The information and opinions contained in the research report have
been compiled or arrived at from sources believed to be reliable and
have not been independently verified and no guarantee, representation
of warranty, express or implied, is made as to their accuracy,
completeness, authenticity or validity. No information or opinions
expressed constitute an offer, or an invitation to make an offer, to buy
or sell any securities or any derivative instruments related to such
securities. Investments in securities are subject to market risk. The value
and return on investment may vary because of changes in interest rates,
foreign exchange rates or any other reason. Investors should note that
each security's price or value may rise or fall and, accordingly, investors
may even receive amounts which are less than originally invested. The
investor is advised to take into consideration all risk factors including
their own financial condition, suitability to risk return profile and the
like, and take independent professional and/or tax advice before
investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general
nature which may not be specifically suitable to any particular investor.
Past performance may not necessarily be an indicator of future
performance. Actual results may differ materially from those set forth
in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the
use of this report. This report is not directed or intended for distribution
to, or use by, any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction, where such
distribution, publication, availability or use would be contrary to law,
regulation or which would subject YSL and associates to any
registration or licensing requirement within such jurisdiction. The
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securities described herein may or may not be eligible for sale in all
jurisdictions or to certain category of investors. Persons in whose
possession this document may come are required to inform themselves
of and to observe such restriction.

YES Securities (India)Limited (YSIL) distributes research and engages in
other approved or allowable activities with respect to U.S. Institutional
Investors through SEC 15a-6 rules and regulations under an exclusive
chaperone arrangement with Brasil Plural Securities LLC. The views and
sentiments expressed in this research report and any findings thereof
accurately reflect YSIL analyst’s truthful views about the subject
securities and or issuers discussed herein. YSIL is not registered as a
broker-dealer under the Securities Exchange Act of 1934, as amended
(the "Exchange Act") and is not a member of the Securities Investor
Protection Corporation ("SIPC"). Brasil Plural Securities LLC is registered
as a broker-dealer under the Exchange Act and is a member of SIPC. For
questions or additional information, please contact Gil Aikins
(gil.aikins@brasilplural.com) or call +1 212 388 5600.

This Research Report is the product of YES Securities (India) Limited
(YSIL). YES Securities (India) Limited (YSIL) is the employer of the research
analyst(s) who has prepared the research report. YES Securities (India)
Limited is the employer of the YES Securities (India) Limited
Representative who is responsible for the report, are responsible for the
content of the YES Securities (India) Limited Research Report. This YES
Securities (India) Limited Research Report is distributed in the United
States through Brasil Plural Securities LLC (BPS). The research analyst(s)
preparing the research report is/are resident outside the United States
(U.S.) and is/ are not associated persons of any U.S. regulated broker-
dealer and therefore the analyst(s) is/are not subject to supervision by a
U.S. broker-dealer, and is/are not required to satisfy the regulatory
licensing requirements of FINRA or required to otherwise comply with
U.S. rules or regulations regarding, among other things, communications
with a subject company, public appearances and trading securities held
by a research analyst account. This report is intended for distribution by
YES Securities (India) Limited only to "Major Institutional Investors" as
defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934
(the Exchange Act) and interpretations thereof by U.S. Securities and
Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the
recipient of this report is not a Major Institutional Investor as specified
above, then it should not act upon this report and return the same to the
sender. Further, this report may not be copied, duplicated and/or
transmitted onward to any U.S. person or entity. Transactions in
securities discussed in this research report should be effected through
Brasil Plural Securities LLC (BPS) or another U.S. registered broker
dealer/Entity as informed by YES Securities (India) Limited from time to
time.
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The analyst hereby certifies that opinion expressed in this research
report accurately reflect his or her personal opinion about the subject
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associates of YSL may have managed or co-managed public offering of
securities in the past twelve months of the subject company(ies) whose
securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more
and/or other material conflict of interest in the securities discussed
herein.

SONU KUMAR diiely soncabysonu | ABHISHEK — Pisbi sy
OMPRAKASH  uprrvaY . BHUPENDRA A 208,05
UPADHYAY  osae 220805200281 LODHIYA 200918 40530

Dalmia Bharat

RECOMMENDATION PARAMETERS FOR FUNDAMENTAL
REPORTS

Analysts assign ratings to the stocks according to the expected
upside/downside relative to the current market price and the estimated
target price. Depending on the expected returns, the recommendations
are categorized as mentioned below. The performance horizon is 12 to
18 months unless specified and the target price is defined as the
analysts’ valuation for a stock. No benchmark is applicable to the ratings
mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL”) is a wholly owned subsidiary of YES
BANK LIMITED. YSL is a SEBI registered stock broker holding
membership of NSE, BSE, MCX & NCDEX. YSL is also a SEBI registered
Category | Merchant Banker, Investment Adviser and a Research
Analyst. YSL offers, inter alia, trading/investment in equity and other
financial products along with various value added services. We hereby
declare that there are no disciplinary actions taken against YSL by
SEBI/Stock Exchanges.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 10
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