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Market cap: Rs70,731 cr

52-week high/low: Rs20,625/13,125

NSE volume: (No of shares) 0.2 lakh

BSE code: 500387

NSE code: SHREECEM

Sharekhan code: SHREECEM

Free float: (No of shares) 1.2 cr

Price chart
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Price performance

Stock Update
Fairly valued; Downgrade to Hold with a revised PT of Rs. 22,130

(%) 1m 3m 6m 12m

Absolute -0.6 24.8 22.4 19.1

Relative to Sensex 2.9 17.6 14.2 9.0

Shree Cement

Reco: Hold  |  CMP: Rs20,303

Key points

 �  Healthy volume growth and improving 
operational performance: In Q4FY2019, 
standalone revenue of Shree Cement grew by 
16.9% y-o-y to Rs. 3,285 crore. Revenue growth 
was driven by 13.3% y-o-y rise in volume and 
1.6% y-o-y rise in realisation. Operating profit 
margin (OPM) for the quarter improved by 342 
BPS y-o-y to 25.8% on account of lower freight 
costs (down 10.9% y-o-y on per tonne basis) and 
other expenses (down 1.9% y-o-y) along with 
higher realisation. Consequently, EBITDA per 
tonne grew by 15.3% y-o-y to Rs. 1,103. However, 
lower other income (down 57% y-o-y), higher 
interest (up 1.6x y-o-y) and depreciation (up 1.8x 
y-o-y) led to a 12% y-o-y decline in PBT. Further, 
higher effective tax rate (20.3% in Q4FY2019 vs. 
12.8% in Q4FY2018) led to a 19.6% y-o-y decline 
in adjusted net profit to Rs. 321 crore, which was 
marginally higher than our estimate.

 �  Capacity expansion plans on track to benefit 
from healthy demand environment: Shree 
Cement is currently undertaking capacity 
expansion of 8.5MT (2.5MT Jharkhand grinding 
unit to be commissioned in the next 15-20 days, 
3MT Odisha grinding unit by September 2019 
and 3MT Pune unit by December 2020) at a cost 
of Rs. 1,430 crore. The expansion will increase its 
cement capacity from current 37.9MT to 43.4MT 
by FY2020 and 46.4MT by FY2021. Further, it may 
decide over the next 2-3 quarters for expansion 
of its clinker capacity (currently 25.6MT), which 
may take 15-18 months for commissioning. The 
increase in capacity along with healthy demand 
environment is expected to aid in better volume 
growth for FY2020-FY2021. 

 �  Outlook - Focus on improving realisation to lead 
to better profitability margin: Shree Cement 
expects industry growth rate of 7-8% for FY2020 
and expects it to grow its volumes by 11-12% (which 
would be back-ended considering demand 
slowdown during H1FY2020 due to elections). 
It will also be focusing on improving realisation 
(may forego volumes) through improving trade 
sales mix and higher contribution of premium 
products (it has launched two premium brands 
in North and East). Further, with stabilising fuel 
cost and better realisation, we expect Shree 
Cement to improve upon its profitability during 
FY2020-FY2021.

 �  Valuation – Downgrade to Hold with a revised 
PT of Rs. 22,130: We have fine tuned our 
estimates for FY2020-FY2021. Shree Cement 
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Results Rs cr

Particulars Q4FY2019 Q4FY2018 y-o-y (%) Q3FY2019 q-o-q (%)

Net sales 3284.9 2811.1 16.9% 2780.6 18.1%

Total expenditure 2437.0 2181.7 11.7% 2090.6 16.6%

Operating profit 847.8 629.4 34.7% 690.1 22.9%

Other income 45.1 104.9 -57.0% 55.3 -18.5%

EBITDA 892.9 734.3 21.6% 745.4 19.8%

Interest 69.7 43.7 59.6% 59.3 17.6%

PBDT 823.2 690.6 19.2% 686.1 20.0%

Depreciation 420.6 233.0 80.5% 336.1 25.1%

PBT 402.6 457.6 -12.0% 350.0 15.0%

Tax 81.7 58.4 39.9% 68.7 18.9%

Exceptional items 0.0 0.0 - -20.0 -100.0%

Reported PAT 321.0 399.2 -19.6% 301.3 6.5%

Adjusted PAT 321.0 399.2 -19.6% 281.3 14.1%

Margins (%) BPS BPS

OPM 25.8% 22.4% 342 24.82% 99

PAT 9.8% 14.2% -443 10.1% (35)

Tax rate 20.3% 12.8% 753 19.6% 66
Source: Company, Sharekhan Research

Valuation Rs cr

Particulars FY18 FY19 FY20E FY21E

Net sales 9,833.1 11,722.0 13,380.9 15,404.4

Growth y-o-y (%) 14.4 19.2 14.2 15.1

EBITDA 2,514.2 2,662.3 3,170.4 3,742.1

EBITDA margin (%) 25.6 22.7 23.7 24.3

Adjusted PAT 1,425.6 1,138.7 1,314.5 1,673.0

Growth y-o-y (%) 6.5 (20.1) 15.4 27.3

EPS diluted (Rs.) 409.2 326.8 377.3 480.2

P/E (x) 49.6 62.1 53.8 42.3

P/B (x) 8.0 7.4 6.6 5.8

EV/EBITDA (x) 27.3 25.8 21.5 18.3

EV/Sales (x) 7.0 5.9 5.1 4.4

RoE (%) 17.2 12.3 12.9 14.6

RoCE (%) 14.4 10.7 11.4 12.8
Source: Company, Sharekhan Research

has run-up over 25%+ since we upgraded 
the stock to Buy (report dated January 23, 
2019) with improving pricing environment and 
sustained demand environment. We expect the 
company to register a 21% CAGR in net earnings 
over FY2019-FY2021, led by healthy volume 
growth and improvement in OPM. However, 

the stock is currently trading at EV/EBITDA of 
18.3x its FY2021E earnings, which we believe 
provides limited upside potential due to premium 
valuation. Hence, we wait for a better entry point 
and downgrade the stock to Hold with a revised 
price target (PT) of Rs. 22,130.

Segmental analysis

Cement division: Revenue of the cement division 
increased by 15.1% y-o-y to Rs. 3,084 crore (net of 
GST) in Q4FY2019, driven by a 13.3% y-o-y increase 
in volumes, while realisation improved by 1.6% y-o-y. 
Further, lower freight cost (down 10.9% y-o-y on per 
tonne basis), lower raw-material cost (down 3.8% 
y-o-y) and lower other expense (down 1.9% y-o-y) 
partially offset higher power and fuel cost (up 9.9% 
y-o-y). Overall, higher realisation and lower cost 

of production (down 2.5% y-o-y) led to 15.3% y-o-y 
growth in EBITDA/tonne to Rs. 1,103.

Power division: The power division posted EBITDA 
profit of Rs. 43 crore in Q4FY2019 as compared to 
EBITDA of Rs. 13.5 crore in Q4FY2018 due to higher 
volume of 38.0 crore units (vs. 34.5 crore units in 
Q4FY2018) and higher realisation of Rs. 5.3/unit (vs. 
Rs. 3.8/unit in Q4FY2018).
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Segment revenue Rs cr

Particulars Q4FY2019 Q4FY2018 y-o-y (%) Q3FY2019 q-o-q (%)

Segment revenue      

Cement 3084.2 2678.9 15.1% 2559.4 20.5%

Power 528.6 411.4 28.5% 502.6 5.2%

Total 3612.9 3090.3 16.9% 3062.0 18.0%

Less: Inter segmental revenue 328.0 279.2 17.5% 281.4 16.6%

Net segment revenue 3284.9 2811.1 16.9% 2780.6 18.1%

Segment results

Cement 210.9 240.1 -12.2% 172.0 22.6%

Power 217.8 196.0 11.1% 202.5 7.6%

Total 428.7 436.1 -1.7% 374.4 14.5%

PBIT margin (%)

Cement 6.8% 9.0% -213 6.7% 12

Power 41.2% 47.6% -644 40.3% 92
Source: Company, Sharekhan Research

Per-tonne analysis of cement business

Particulars Q4FY18 Q1FY19 Q2FY19 Q3FY19 Q4FY19 y-o-y (%) q-o-q (%)

Volume 6,444,000 6,990,000 5,640,000 5,930,000 7,300,000 13.3% 23.1%

Realisation 4,157 4,105 4,268 4,316 4,225 1.6% -2.1%

Cost break-up

RM cost 356 345 298 346 343 -3.8% -0.9%

Employee expenses 231 244 301 281 234 1.1% -16.9%

Power and fuel 755 787 842 834 830 9.9% -0.6%

Transportation and handling 1,191 1,219 1,093 1,098 1,061 -10.9% -3.4%

Other expenses 668 648 787 689 656 -1.9% -4.9%

Total expenditure per tonne 3,201 3,242 3,322 3,248 3,122 -2.5% -3.9%

EBITDA per tonne 956 863 946 1,068 1,103 15.3% 3.3%
Source: Company, Sharekhan Research

Per-unit analysis of power

Particulars Q4FY18 Q1FY19 Q2FY19 Q3FY19 Q4FY19 y-o-y (%) q-o-q (%)

Volume (crore units) 34.5 45.1 40.0 44.6 38.0 10.1% -14.8%

Realisation Rs./unit 3.8 4.4 4.5 5.0 5.3 37.8% 6.5%

Revenue (Rs. cr) 132.2 200.5 179.5 221.3 200.6 51.8% -9.3%

Cost per unit 3.44 3.60 3.49 3.68 4.15 20.6% 12.7%

Cost of generation (Rs. cr) 118.7 158.5 139.5 164.3 157.6 32.8% -4.0%

EBITDA (Rs. cr) 13.5 42.0 40.0 57.0 43.0 218.8% -24.6%

EBITDA per unit 0.39 0.84 1.00 1.28 1.13 189.4% -11.4%
Source: Company, Sharekhan Research

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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