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Dalmia Cement (DALCEM) RESULT UPDATE √ 
 

 
 
 
 

 

 

Sugar business drives bottomline...  
 
Dalmia Cement Q1FY10 results were broadly inline with our 
expectations. Net profit grew 16.1% YoY and 32.3% QoQ basis. For Dalmia 
cements given the restricted presence in the Southern region and likely 
expectation of an over supply scenario in south which will translate into 
low return ratios, we maintain our HOLD rating on the stock.  
 

Highlight of the quarter 
 
Net sales grew 32.9% YoY to Rs 551.7 crore in Q1FY10 from Rs 415.0 crore in 
Q1FY09 due to higher cement and sugar volumes. The EBITDA margin has 
declined by 180 bps YoY to 27.8% primarily due to decline in margins from 
cement business. EBITDA has reported YoY growth of 24.7% to Rs 153.4 
crore. The growth in EBITDA was mainly contributed by Sugar division. 
Interest expense have increase by 19.2% YoY to Rs 41 crore while 
depreciation has increase by 50.8% to Rs 30.2 crore due to capitalizations of 
Andhra Pradesh (AP) Plant  The net profit has reported growth of 16.1% YoY 
and 32.3% QoQ to Rs 58.6 crores.   

Valuations 
At the CMP of Rs 141 per share, the stock is trading at 6.4x and 6.3x its FY10E 
and FY11E earnings, respectively. The stock is trading at 4.4x and 4x 
EV/EBIDTA. Given the restricted presence in the Southern region and likely 
expectation of an over supply scenario in south which will translate into low 
return ratios, we maintain our Hold rating on the stock with price target of Rs 
130. 

Source: Company, ICICIdirect.com Research 

Current Price 
Rs 141 

Target Price 
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Potential upside 
-8% 
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Exhibit 1: Key Financials                                                                                                                                                                       (Rs crore) 

Q1FY10A Q1FY10E Q1FY08 Q4FY09 YoY Gr. (%)  QoQ Gr. (%) FY09 FY10E FY11E
Net Sales 551.7 537.5 415.0 485.0 32.9 13.8 1753.0 2367.7 2921.7
EBITDA 153.4 182.2 123.0 172.0 24.7 -10.8 502.0 614.3 642.9
EBITDA Margin (%) 27.8 33.9 29.6 35.5 28.6 25.9 22.0
Depreciation 30.2 33.8 20.0 23.9 50.8 26.2 88.5 160.7 163.1
Interest 41.0 53.2 34.4 40.8 19.2 0.6 142.6 212.9 237.8
Income/Extraordinary 5.6 -13.0 7.0 -24.0 -19.6 -123.5 -11.0 12.4 11.1
Reported Net Profit 58.6 55.0 50.5 44.3 16.1 32.3 158.6 177.1 182.3
EPS* (Rs) 7.2 6.8 6.2 5.5 16.1 32.3 19.6 21.9 22.5

Valuation
PE (x) - - - - - 7.2 6.4 6.3
Target PE (x) - - - - - 6.6 5.9 5.8
EV to EBITDA (x) - - - - - 5.9 4.4 4.0

Price to book (x) - - - - - 0.9 0.8 0.7
RoNW (%) - - - - - 12.9 12.7 11.6
RoCE (%) - - - - - 11.7 11.3 11.2
 

WHAT’S CHANGED… 
PRICE TARGET……...…………………………………..Changed to Rs 130 from Rs 125 
EPS (FY10E)…………………...………………………..Changed to Rs 21.9 from Rs 19.2 
EPS (FY11E)………………………………………….…Changed to Rs 22.5 from Rs 20.1 
RATING………………………………………..…………………………….Unchanged 

Stock data 
 
Mcap Rs 1047 crore
Debt (FY09) Rs 2601 crore
Cash & Inv. (FY09) Rs 1025 crore
EV Rs 2624 crore
52 week H/L Rs 244 / 67
Equity cap Rs 16.17 crore
Face value Rs 2
MF Holding 0.00%
FII Holding 13.00%
 

Comparative stock metrics 
Stock return ( 3M 6M 12M
Dalmia Cem 42 70 -38
JK Cement 101 156 -14
Shree Cem 66 183 164
Orient Paper 70 151 60
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Segmental results 
 
Exhibit 2: Sales volumes and net realisation 

Q1FY10 Q1FY09 Q4FY09     YoY Gr. (%)     QoQ Gr. (%)
Cement
Sales Volume (Tonnes)  970000  878000 891000 10.5 8.9
Realisation (Rs/Tonne) 3958 3645 3892 8.6 1.7

Sugar
Sales Volume (Tonnes) 52737 31180 43,742 69.1 20.6
Realisation (Rs/Tonne) 22574 14555 19,380 55.1 16.5  

Source: Company, ICICIdirect.com Research 

 
Cement 
 
The cement division has reported revenue growth of 19.8% YoY to Rs 387 
crore.  Cement volumes grew 10.5% YoY to 9.7 lakh tonne due to capacity 
addition in AP. Realisation improved 8.6% YoY Rs 3958 per tonne while EBITDA 
per tonne decline by 2.9% YoY to Rs 1420 per tonne. EBITDA margins has 
shrink YoY by 420 bps to 35.7 due to consumption of higher cost coal inventory 
at AP plant and increase in lead distances.    
 
Sugar  
 
The sugar division has reported revenue growth of 91.3% YoY to Rs 131 crore.  
Sugar volumes grew 69.1% YoY to 0.53 lakh tonne while realisation improved 
55.1% YoY Rs 22574 per tonne. Due to improvement in realisation EBITDA 
margins has improved to 14.4% in Q1FY10 from 1.4% Q1FY09.Thus EBITDA 
has surged to Rs 19 crore in Q1FY10  from Rs 1.4 crore in Q1FY09. 

 

 
 
Exhibit 3: Segmental  Sales, EBITDA and EBITDA margin 

Q1FY10 Q1FY09 Q4FY09 YoY Gr. (%)  QoQ Gr. (%) FY09 FY10E FY11E
Cement
Net Sales 387.0 323.0 348.0 19.8 11.2 1293.0 1739.9 2295.2
EBITDA 138.0 129.0 117.0 7.0 17.9 466.0 584.2 646.3
EBITDA Margin (%) 35.7 39.9 33.6 36.0 33.6 28.2
Sugar (Includes 
Distillery
& Co-Generation)
Net Sales 131.0 69.0 111.0 89.9 18.0 355.0 501.8 475.2
EBITDA 18.0 1.0 42.0 1700.0 -57.1 63.0 96.6 78.2
EBITDA Margin (%) 13.7 1.4 37.8 17.7 19.3 16.5
 

Source: Company, ICICIdirect.com Research 
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Outlook   
 
All the three plants of Dalmia cement are operating in southern regions. As 
compared to all India consumption growth of 11.6%, the consumption in 
southern region grew marginally at 4.5%. The growth in Southern region was 
muted due to slowdown in construction activities in Andhra Pradesh due to 
assembly elections. 
 
Exhibit 4: Region wise consumption growth 
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Source: CMA, ICICIdirect.com Research 

 

On supply front, out of 23.1 million tonnes of capacity added in last one year 
about 15.2 million tonnes have been added in South India resulting into decline 
in capacity utilization of southern region to 80.6% in Q1FY10 from 93.8% in 
Q1FY09. As a result prices in southern region have remained subdued.   
 

Out of 112 million tonnes of capacity that is scheduled to come on stream 49 
million tonnes (44%) is likely to be commissioned in the southern region by 
FY12. As compared to other region, southern region is less consolidated which 
will result in to lesser price discipline. 
  
Exhibit 6: Region wise expected Capacity additions 
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Source: Industry, ICICIdirect.com Research 

 
 
 
 

       Exhibit 5:  Region wise capacity utilizations 
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Due to the global slowdown prices of international coal have declined by 
52.2%YoY. Apart from this, the rates of sea freight have also cooled off sharply. 
The benchmark index for sea freight rates, Baltic Dry Index has corrected 76.3% 
YoY. Dalmia Cement is 100% depended on imported coal. Thus, going ahead, a 
decline in landed cost of imported coal will reduce the power cost of the 
company. 
 
Exhibit 7:  International coal prices & Baltic Dry Index 
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Source: Bloomberg, ICICIdirect.com Research 

 
Thus saving in power and fuel cost, higher cement volumes due to capacity 
addition and firm sugar price will enable the company to maintain its bottom 
line.   
 
Capex plan 
 

Dalmia Cement has commenced the operations of grinding unit at Ariyalur in 
Tamil Nadu. A new Clinker unit is also expected to be commissioned by end of 
Q2FY10 along with a CPP of 27 MW which is expected by the end of Q3FY10.  
 
 

Valuations 
 

At the CMP of Rs 141 per share, the stock is trading at 6.4x and 6.3x its FY10E 
and FY11E earnings, respectively. The stock is trading at 4.4x and 4x 
EV/EBIDTA. For Dalmia cements given the restricted presence in the Southern 
region and likely expectation of an over supply scenario in south which will 
translate into low return ratios, we maintain our HOLD rating on the stock 
with a stock price of Rs 130. 

 

 

Exhibit 8: Valuations 

Sales (Rs Crore) % Change EPS (Rs)  % Change PE (x) EV/EBIDTA (x)   RoNW (%)    RoCE (%)
FY09 1,753.0 18.3 19.6 -54.3 7.2 5.9 12.9 11.7
FY10E 2,367.7 35.1 21.9 11.7 6.4 4.4 12.7 11.3
FY11E 2,921.7 23.4 22.5 2.9 6.3 4.0 11.6 11.2  

Source: Company, ICICIdirect.com Research 
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ICICIdirect.com Coverage Universe 

Exhibit 9: Valuation Matrix 

ACC Sales (Rs Crore} EPS (Rs) PE (x) EV/EBIDTA (x) RoNW (%) RoCE (%)
Idirect Code ACC CMP 824 CY08 7,308.6 62.5 13.2 8.3 25.9 32.8
MCap 14523 Target 575 CY09E 7,630.3 66.9 12.3 7.1 23.5 31.5

% Upside -30% CY10E 7,754.7 53.7 15.3 8.4 16.7 21.7

Ambuja Cements Sales (Rs Crore} EPS (Rs) PE (x) EV/EBIDTA (x) RoNW (%) RoCE (%)
Idirect Code GUJAMB CMP 96 CY08 6,234.7 7.4 12.9 8.0 21.9 27.7
MCap 13399 Target 68 CY09E 6,830.5 8.3 11.6 6.5 20.5 27.5

% Upside -29% CY10E 6,443.6 6.5 14.7 7.1 14.3 19.4

Sales (Rs Crore} EPS (Rs) PE (x) EV/EBIDTA (x) RoNW (%) RoCE (%)
Idirect Code ULTCEM CMP 776 FY09 6,383.1 77.4 10.0 6.3 31.0 29.2
MCap 9791 Target 865 FY10E 6,944.3 95.6 8.1 4.6 29.0 31.4

% Upside 11% FY11E 7,926.9 103.4 7.5 4.1 24.5 28.7

Shree Cement Sales (Rs Crore} EPS (Rs) PE (x) EV/EBIDTA (x) RoNW (%) RoCE (%)
Idirect Code SHRCEM CMP 1409 FY09 2,715.0 165.9 8.5 5.1 61.2 34.7
MCap 4909 Target 1350 FY10E 2,903.0 129.2 10.9 4.9 31.6 23.6

% Upside -4% FY11E 3,145.1 136.8 10.3 4.6 25.8 22.5

India Cements Sales (Rs Crore} EPS (Rs) PE (x) EV/EBIDTA (x) RoNW (%) RoCE (%)
Idirect Code INDCEM CMP 151 FY09 3,426.8 17.2 8.8 5.6 17.5 17.0
MCap 4266 Target 126 FY10E 3,837.3 19.0 8.0 4.8 16.8 17.0

% Upside -17% FY11E 4,241.9 18.1 8.4 4.7 14.2 15.3

JK Cement Sales (Rs Crore} EPS (Rs) PE (x) EV/EBIDTA (x) RoNW (%) RoCE (%)
Idirect Code JKCEME CMP 116 FY09 1,496.8 20.4 5.7 6.2 17.2 14.1
MCap 813 Target 115 FY10E 1,844.0 21.0 5.5 4.3 15.2 13.6

% Upside -1% FY11E 2,093.5 22.9 5.1 3.7 14.4 13.8

Dalmia Cements Sales (Rs Crore} EPS (Rs) PE (x) EV/EBIDTA (x) RoNW (%) RoCE (%)
Idirect Code DALCEM CMP 141 FY09 1,753.0 19.6 7.2 5.9 12.9 11.7
MCap 1140 Target 130 FY10E 2,367.7 21.9 6.4 4.4 12.7 11.3

% Upside -8% FY11E 2,892.9 22.5 6.3 4.2 11.5 11.1

Sales (Rs Crore} EPS (Rs) PE (x) EV/EBIDTA (x) RoNW (%) RoCE (%)
Idirect Code ORIPAP CMP 55 FY09 1,503.2 12.0 4.5 3.1 41.1 44.3
MCap 1053 Target 66 FY10E 1,755.6 12.8 4.3 2.5 32.4 34.6

% Upside 21% FY11E 2,003.6 12.5 4.4 2.1 24.7 31.1

UltraTech Cements

Orient Paper & Industries

 

Source: ICICIdirect.com Research, Company 
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RATING RATIONALE 

ICICIdirect.com endeavours to provide objective opinions and recommendations. 
ICICIdirect.com assigns ratings to its stocks according to their notional target price vs. current 
market price and then categorises them as Outperformer, Performer, Hold and 
Underperformer. The performance horizon is two years unless specified and the notional target 
price is defined as the analysts' valuation for a stock. 
Outperformer (OP): 20% or more; 
Performer (P): Between 10% and 20%; 
Hold (H): +10% return; 
Underperformer (UP): -10% or more; 
 
Pankaj Pandey Head – Research pankaj.pandey@icicidirect.com 
  

ICICIdirect.com Research Desk, 
ICICI Securities Limited, 
Gr. Floor, Mafatlal House, 
163, HT Parekh Marg, 
Backbay Reclamation 
Churchgate, 
Mumbai – 400 020 
 

 

 research@icicidirect.com  
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