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Shree Cement

Margin recovers QoQ on fuel cost reduction
We maintain our REDUCE rating on Shree Cement (SRCM), with an
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CMP (as on 08 Feb 2023)) INR 24,300
unchanged SOTP target price of INR 22,600/share. In Q3FY23, Shree reported
strong 23% volume growth (low base effect). However, unitary EBITDA came Target Price INR 22,600
in 30% lower YoY to INR 881/MT, owing to subdued pricing while fuel prices | NIFTY 17,872
remained elevated (despite a 10% fall QoQ). Thus, EBITDA/APAT fell 14/44%
Unitary EBITDA recovered INR 180/MT QoQ in Q3 and is expected to recover | KEY OLD NEW
further in Q4, driven by falling fuel prices and op-lev gains. SRCM would be CHANGES
expanding its capacity to 55/80mn MT by FY25/2030E (vs 46mn MT in FY22). Rating REDUCE  REDUCE
® Q3FY23 performance: Shree’s standalone EBITDA came in line with ours and Frice Target INR 22,600 INR 22,600
consensus estimates. Cement volume rose 8% QoQ to 8mn MT (+23% YoY on | EBITDA FY23E FY24E
alow base due to transporters’ strike). Utilisation improved to 69% vs 64/61% | revision % - -
QoQ/YoY. Shree continues to sell 78-80% in the trade segment. While it
reported flat blended NSR QoQ, grey NSR improved by 1% QoQ. Opex | kgySTOCK DATA
reduced 4% QoQ), driven by input costs reduction by ~INR 170/MT (fuel costs
. . Bloomberg code SRCM IN
down 10% QoQ), green power share increased to 53% vs 47% YoY). Unit
EBITDA recovered ~INR 180/MT QoQ to INR 881/MT. Depreciation went up | No-of Shares (mn) 36
14% QoQ on account of solar power plants’ capitalization. MCap (INR bn) / ($ mn) 877/10,623
= Capex update and outlook: During 9IMFY23, SRCM added 84MW of solar | 6mavg traded value (INR mn) 1,547
power. Another 4MW will be added in Q4. Shree’s cement expansions are | 52 Week high /low INR 26,340/17,865
on track: SGU in WB (3mn MT) expected in Q1FY24, IUs in Rajasthan (3.5mn
MT) and Guntur (3mn MT) expected by Q3FY24 and Q2FY25 respectively. It | grock PERFORMANCE (%)
spent INR 22bn in Capex during 9IMFY23, and another INR 7bn will be spent
in Q4FY23. Shree would spend INR 33-35bn in FY24E. The ongoing Mo eM - 12M
expansions will increase capacity to 55mn MT in FY25 and Shree is targeting | Absolute (%) 38 146 (19
80mn MT by 2030. Shree is already using >50% low-cost green power (mainly | Relative (%) 47 116  (6.8)
WHRS). By FY24 end, it will also expand its thermal substitution rate to 15%
from 3% in FY22. We maintain our estimates for FY23/24/25. We maintain our SHAREHOLDING PATTERN (%)
REDUCE rating on Shree, with an unchanged SOTP target price of INR
22,600/share, valuing its standalone cement business at 16.5x Mar-25E Sep-22 Dec22
EBITDA and the UAE business at 1x BV. Promoters 62.55 62.55
Quarterly/annual financial summary (standalone) Fls & Local MFs 1112 11.96
XENII\{/[;) FY%; FY%; l(/f;})/ FYQ2§ Q(‘f,g FY21 FY22| FY23E FYM4E FY2sE| | FPIs 12.37 12.50
i;;e)s Vel (mn 80 66 26 75 77 268 277 313 9 36| | |Iohcd&Others 1396 129
NSR (INR/MT) 5065 5132 (13) 5071 (01) 4720 5089| 5200 5278 5376| | [iedged Shares ) ”
EBITDA (INR/MT) 881 1260 (30.1) 701 256 1483 1315 974 1,149 1,174 | Source: BSE
Net Sales 4069 3362 210 3781 7.6 12669 141.16| 165.89 17873 197.90| | Pledged shares as % of total shares
EBITDA 708 826 (142) 523 354 3980 3648| 3054 3891 4322
APAT 277 492 (437) 190 460 2312 2377 1417 1911 1857
AEPS (INR) 767 1364 (43.7) 525 460 6408 658.7| 3924 5292 5143
EV/EBITDA (x) 231 251| 269 212 191
EV/MT (INR bn) 212 198| 166 156 1438
P/E (x) 425 413|619 459 472
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Disclaimer:
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readers are requested to take professional advice before investing. Nothing in this document should be construed as investment advice. Each recipient of this
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to in this document (including merits and risks) and should consult their own advisors to determine merits and risks of such investment. The information and
opinions contained herein have been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such information
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All
such information and opinions are subject to change without notice. Descriptions of any company or companies or their securities mentioned herein are not
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for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of
the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a
market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any
other potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments
made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates,
diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt
in the report, or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations
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HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject
company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date
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