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WHAT’S CHANGED… 
PRICE TARGET ..............................................................Changed from | 2256 to | 1884 

EPS (FY11E) .......................................................................Changed from | 62 to | 53.5 

EPS (FY12E) ...................................................................Changed from | 110 to | 103.4 

RATING.......................................................................................................... Unchanged 

Bottomline takes hit from lower realisations… 
Shree Cement’s reported net sales of | 779 crore in Q3FY11 which was 
below our expectation of | 792 crore while reported net profit of | 27.5 
crore was slightly higher then our estimate of | 24.4 crore respectively. 
Variance in expectation was on account of lower than expected cement 
and power realisations during Q3FY11. Revenue from cement segment 
has declined by ~9.4% YoY to | 746 crore driven by ~11%YoY decline in 
realisation and 13%YoY growth in total expenditure. Also, power 
revenue declined by ~21% YoY to | 33.5 crore despite growth in sales 
volume by 7%YoY, mainly due to poor power realisation. EBITDA margin 
has declined by 1849 bps mainly due to drop in cement & power 
realisations and rise in total expenditure. Cement EBITDA declined by 
~53% YoY and ~3% QoQ to | 564 per tonne. 

 Deprived realisations in Cement and Power took toll on both biz 
Cement sales volumes of 2.62 MT (including clinker) increased by 
2.1% YoY (12.8% QoQ). Cement realisations declined by 11.3% YoY 
(3.6% QoQ) to | 2851 per tonne due to poor pricing scenario in 
northern region during Q3FY11. Besides, power sales volume also 
surged by ~7% YoY (47% QoQ) to ~74 mn units. Power realisation 
has declined by 27% YoY (up by ~11% QoQ) to | 4.5 per unit. 

 Cement EBITDA Margin under pressure on higher input cost 
The operating margin declined by 1575 bps YoY and to ~19.8% on 
lower realisations and higher input cost. Cement EBITDA/tonne 
declined 53% YoY and 3% QoQ to | 564 per tonne. Cement 
expenditure increased 13.1% YoY to | 2287 per tonne due to an 
increase in power & fuel cost, employee cost and Freight cost.  

 

Valuation 
At the CMP of | 1637, the stock is trading at 30.6x and 15.8x its FY11E and 
FY12E earnings, respectively. The stock is trading at an EV/EBITDA of 7.5x 
and 5.2x FY11E and FY12E EBITDA, respectively. On an EV/tonne basis 
(adjusted for the cement business), the stock is trading at $79 and $61 its 
FY11E and FY12E capacities, respectively. We have valued the cement 
business at its FY12E capacity of 13.5 MTPA and power business at 1.2x 
P/BV. We are assigning a Buy rating to the stock with a revised target price 
of | 1884 per share. At our target price, the cement business is valued at 
$70/tonne (44% discount to replacement cost of $125 per tonne). 
 

Exhibit 1: Financial Performance 
(Rs Crore) Q3FY11 Q3FY11E Q3FY10 Q2FY11 QoQ (Chg %) YoY (Chg %)
Total Operating Income 779.6 792.0 865.8 717.6 8.6 -10.0
EBITDA 157.5 141.1 335.0 142.7 10.4 -53.0
EBITDA Margin (%) 20.2 17.8 38.7 19.9 32 bps -1849 bps
Depreciation 131.4 122.4 94.7 128.5 2.2 38.7
Interest 20.4 13.7 11.5 13.7 48.4 76.8
Other Income 1.9 25.5 16.0 25.5 -92.7 -88.4
Reported PAT 27.5 24.4 167.2 10.6 160.6 -83.6
EPS (Rs) 7.9 7.0 48.0 3.0 160.6 -83.6  

Source: Company, ICICIdirect.com Research 

Shree Cement (SHRCEM) 
| 1637 

Rating matrix 
Rating : Buy 

Target : | 1884 

Target Period : 12-15 months 

Potential Upside : 15% 

 
Key Financials   

FY09 FY10 FY11E FY12E

Net Sales 2715.0 3632.1 3409.2 4618.0

EBITDA 950.8 1494.0 816.4 1064.1

EBITDA Margin (%) 35.0 41.1 23.9 23.0

Net Profit 578.0 676.1 186.3 359.7
EPS (|) 166.1 194.3 53.5 103.4

 

 
Valuation summary 

FY09 FY10 FY11E FY12E

PE (x) 9.9 8.4 30.6 15.8

Target PE (x) 11.3 9.7 35.2 18.2

EV to EBITDA (x) 6.1 3.8 7.5 5.2

EV/Tonne (US$)* 98 81 79 61

Price to book (x) 4.5 2.9 2.7 2.4

RoNW (%) 46.0 34.6 8.9 15.0

RoCE (%) 27.1 22.6 6.5 10.0

* adjusted for cement business  
 
Stock data 

| 5749 crore

Debt (FY10) | 2106 crore

Cash & Invest (FY10) | 2129 crore

EV | 5726 crore

52 week H/L | 2542 / 1610

Equity cap | 34.8 crore

Face value | 10
MF Holding(%) 6.4

FII Holding(%) 6.5
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Net sales down ~10% YoY led by lower realisation in cement and power segments  
 

Net sales declined by ~10% YoY to | 779.6 crore in Q3FY11 on the back of 
lacklustre realisations in the cement and power segments. Cement 
revenues declined by ~9% YoY to | 746 crore despite volume growth of 
2% YoY to 2.62 MT as realisation declined by ~11% YoY to | 2851/tonne 
on the backdrop of dull pricing in the company’s selling markets during the 
quarter. Power revenues took a hit of ~21% YoY to | 34 crore as the 
power realisation declined to | 4.5/unit from | 6.2/unit in Q3FY10. 
However, power volume has increased ~7% YoY to 73.7 mn units.  
On a QoQ basis, net sales grew by ~9% with the help of 9% and 6% QoQ 
growth in revenues from cement and power segment respectively. Cement 
sales volumes jumped by ~13% QoQ while the realisation dipped by ~4% 
QoQ. The sequential decline in cement realisation was due to deprived 
pricing scenario in the wake of lower demand of commodity in the 
northern region during Q3FY11. Besides, growth in power revenue was on 
the back of sharp growth in sales volume (47% QoQ) and increased 
realisation (11% QoQ).  
 
 

Low realisations & higher input costs squeezes operating margin 
 

During Q3FY11, Company’s EBITDA declined by 53% YoY to Rs 157.5 
crore on the back of 17% YoY growth in Total cost. EBITDA margin of 
cement division reported a decline of 1575 bps YoY to ~20% on account 
of drop in cement realisations to 11.3% YoY to | 2851. In addition, total 
expenditure (adjusted for the power segment) increased by ~13% YoY to 
| 2287 per tonne. However, sequentially margin remained flat on ~9% 
QoQ increase in topline. 
 

The power & fuel cost (adjusted for the power segment) increased by 25% 
YoY and ~6% QoQ to | 700 per tonne on account of an increase in pet 
coke prices. The raw material cost increased by 3.3% YoY to | 351 per 
tonne on account of an increase in cost of raw materials like gypsum and 
slag. The freight cost surged notably by 14% YoY and 9% QoQ to | 770 
per tonne. The employee cost and other expenditure surged by 26% and 
10% YoY | 183 and | 301 per tonne respectively.  
Under the power segment, company’s EBITDA reported a decline of 58% 
YoY mainly on account of shrinkage in realisation to | 4.5/unit.  
 
 

Bottom line declines ~84% YoY; however increases 161% QoQ 
 

Despite tax write back of Rs ~26 crore, net profit reported a noteworthy 
decline of ~84% YoY to | 27.5 crore on sharp rise in interest and 
depreciation charges which soared by 77% YoY and 39% YoY to Rs 20.4 
crore and Rs 131.4 crore respectively. The increase in depreciation was on 
account of commissioning of the power plant. Following the trend, other 
income also declined by ~88% YoY to Rs ~2 crore.  
 
 
 

Exhibit 2: Per tonne analysis (Cement business) 
Q3FY11 Q3FY10 YoY (%) Q2FY11 QoQ (%)

Sales Volume 2.62 2.56 2.1 2.32 12.8
Net Realisation 2851 3213 -11.3 2958 -3.6
Total Expenditure 2297 2021 13.6 2380 -3.5

Stock Adjustment -19 26 -172.9 80 -123.2
Raw material 351 340 3.3 326 7.5
Power & Fuel 710 561 26.5 660 7.5
Employees 183 146 25.7 212 -13.5
Freight 770 676 13.9 707 9.0
Others 301 273 10.2 394 -23.6

EBITDA per Tonne 554 1192 -53.5 579 -4.3
 

Source: Company, ICICIdirect.com Research 

 

Cement realisations declined 11.3% YoY to 2851 per tonne 

while on a sequential basis it declined by 3.6%. The total 

cost increased by 13.1% YoY where as it declined by 3.9% 

QoQ to | 2,287 per tonne. This dragged the EBITDA/tonne 

by 52.7% YoY and 2.6% QoQ to | 564 per tonne 
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Exhibit 3: Cement segment performance 
Q3FY11 Q3FY10 YoY Q2FY11 QoQ

Sales Volume (MTPA) 2.62 2.56 2.1 2.32 12.80
Realisation (Rs/Tonne) 2851 3213 -11.3 2958 -3.6
Net Sales (Rs Cr) 746.1 823.2 -9.4 686.0 8.8
Total Expenditure 601.1 530.8 13.2 551.8 8.9

Stock Adjustment -4.9 6.6 -174.5 18.6 -126.2
Raw material 91.9 87.1 5.5 75.7 21.4
Power & Fuel 185.8 156.6 18.6 153.1 21.4
Employees 47.9 37.3 28.4 49.1 -2.4
Freight 201.6 173.2 16.4 163.9 23.0
Others 78.8 70.0 12.6 91.4 -13.8

EBITDA 145.0 292.4 -50.4 134.2 8.0
EBITDA per Tonne 554 1192 -53.5 579 -4.3
EBITDA Margin (%) 19.4 35.5 1575 bps down 19.6 21 bps up
EBIT 88.2 133.4 -33.9 42 109.1
EBIT Margin (%) 11.8 16.2 438 bps down 6.2 568 bps up  

Source: Company, ICICIdirect.com Research 

 
Exhibit 4: Power segment performance 

Q3FY11 Q3FY10 YoY Q2FY11 QoQ
Net Sales 33.5 42.6 -21.3 31.6 6.2
Sales Volume 73.7 68.8 7.1 50.1 47.1
Realisation 4.5 6.2 -26.6 6.3 -27.8
Cost per unit 2.8 1.9 52.4 2.4 17.0
EBITDA per unit 1.7 4.3 -60.7 3.9 -56.0
EBITDA  12.5 29.7 -57.9 19.4 -35.3
EBITDA Margin (%) 3.7 7.0 325 bps down 6.1 240 bps down
EBIT -61.2 108.2 PL -28.8 NA
EBIT Margin (%) -182.5 254.0 PL -91.3 NA  

Source: Company, ICICIdirect.com Research 

 
Exhibit 5: EBITDA and PAT margin 
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Cement sales volumes increased to 2.62 MT in Q3FY11 

(up 2% YoY and 13% QoQ) as against 2.56 MTPA in 

Q3FY10 and 2.32 MT in Q2FY11 

 

Power sales volumes surged by 7% YoY and 47% QoQ to 

74 million units. Power realisation declined by 27% YoY, 

while it increased by 11% QoQ to | 4.5 per unit 

 

The EBITDA margin declined by 1849 bps YoY to 20.2% 

while it increased by 32 bps QoQ in Q3FY11 as against 

39% in Q3FY10 and 20% in Q2FY11 
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Capex 

The grinding expansion of 1.5 MTPA at Jaipur is expected to be 
commissioned by Q3FY12E. After this expansion, the total cement 
capacity would reach to 13.5 MTPA. Also, the company is setting up 300 
MW of the thermal power plant for merchant sales which is expected to 
come on stream by Q2FY12E. 
 
Valuations 

At the CMP of | 1637, the stock is trading at 30.6x and 15.8x its FY11E and 
FY12E earnings, respectively. The stock is trading at an EV/EBITDA of 7.5x 
and 5.2x FY11E and FY12E EBITDA, respectively. On an EV/tonne basis 
(adjusted for the cement business), the stock is trading at $79 and $61 its 
FY11E and FY12E capacities, respectively. We have valued the cement 
business at its FY12E capacity of 13.5 MTPA and power business at 1.2x 
P/BV. We are assigning a Buy rating to the stock with a revised target price 
of | 1884 per share. At our target price, the cement business is valued at 
$70/tonne (44% discount to replacement cost of $125 per tonne). 
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 ICICIdirect.com coverage universe (Cement) 

ACC Sales (| Crore) EPS (|) PE (x) EV/EBITDA (x) RoNW (%) RoCE (%)

Idirect Code ACC CMP 977 CY08 7,308.6 64.5 15.1 9.9 24.6 26.6
MCap 18358 Target 1015 CY09 8,027.3 85.5 11.4 6.7 26.7 32.5

% Upside 4% CY10E 7,736.2 56.4 17.3 9.9 16.0 17.9
CY11E 8,486.2 52.8 18.5 10.4 13.9 15.4

Ambuja Cements Sales (| Crore) EPS (|) PE (x) EV/EBITDA (x) RoNW (%) RoCE (%)

Idirect Code GUJAMB CMP 121 CY08 6,234.7 7.4 16.3 10.3 21.9 27.7
MCap 18437 Target 128 CY09 7,076.9 8.0 15.1 9.1 20.1 27.1

% Upside 5% CY10E 7,480.4 8.1 15.0 8.6 17.8 23.2
CY11E 8,284.0 8.4 14.5 7.6 16.3 22.3

Sales (| Crore) EPS (|) PE (x) EV/EBITDA (x) RoNW (%) RoCE (%)

Idirect Code ULTCEM CMP 996 FY09 6,383.1 78.9 12.6 16.4 27.5 24.3
MCap 27310 Target 1038 FY10 7,054.8 86.8 11.5 13.8 23.6 25.4

% Upside 4% FY11E 13,182.2 46.1 21.6 11.6 10.3 11.2
FY12E 17,797.7 56.1 17.7 8.5 12.9 14.9

Shree Cement Sales (| Crore) EPS (|) PE (x) EV/EBITDA (x) RoNW (%) RoCE (%)

Idirect Code SHRCEM CMP 1637 FY09 2,715.0 166.1 9.9 6.1 46.0 27.1
MCap 5697 Target 1884 FY10 3,632.1 194.3 8.4 3.8 34.6 22.6

% Upside 15% FY11E 3,409.2 53.5 30.6 7.5 8.9 6.5
FY12E 4,618.0 103.4 15.8 5.2 15.0 10.0

India Cements Sales (| Crore) EPS (|) PE (x) EV/EBITDA (x) RoNW (%) RoCE (%)

Idirect Code INDCEM CMP 92 FY09 3,426.5 17.2 5.3 4.2 17.4 17.0
MCap 2826 Target UR FY10 3,771.3 10.6 8.7 5.3 10.1 11.3

% Upside FY11E 3,595.0 3.7 24.7 10.1 3.3 4.1
FY12E 4,715.8 6.4 14.3 6.3 5.4 7.6

JK Cement Sales (| Crore) EPS (|) PE (x) EV/EBITDA (x) RoNW (%) RoCE (%)

Idirect Code JKCEME CMP 124 FY09 1,496.8 21.1 5.9 4.1 17.7 17.2
MCap 867 Target UR FY10 1,826.8 32.3 3.8 4.1 22.6 17.9

% Upside FY11E 1,961.2 5.5 22.7 9.5 3.5 5.8
FY12E 2,483.5 14.0 8.9 6.3 8.7 9.4

JK Lakshmi Sales (| Crore) EPS (|) PE (x) EV/EBITDA (x) RoNW (%) RoCE (%)

Idirect Code JKCORP CMP 49 FY09 1,224.7 14.6 3.4 2.8 21.5 15.7
MCap 598 Target 56 FY10 1,490.5 19.2 2.5 2.0 23.2 17.5

% Upside 15% FY11E 1,260.5 3.4 14.4 6.2 4.1 3.6
FY12E 1,567.6 6.7 7.3 5.3 7.7 5.9

Sales (| Crore) EPS (|) PE (x) EV/EBITDA (x) RoNW (%) RoCE (%)

Idirect Code ORIPAP CMP 50 FY09 1,503.2 12.0 4.2 3.5 41.3 43.1
MCap 964 Target 59 FY10 1,616.5 8.2 6.1 4.5 22.5 22.5

% Upside 17% FY11E 1,781.8 5.6 9.0 5.2 13.3 14.6
FY12E 2,271.1 8.5 5.9 3.6 18.1 19.6

Sales (| Crore) EPS (|) PE (x) EV/EBITDA (x) RoNW (%) RoCE (%)

Idirect Code MANCEM CMP 114 FY09 563.7 37.5 3.0 2.0 33.0 35.2
MCap 304 Target 136 FY10 613.7 44.5 2.6 1.0 29.8 40.0

% Upside 19% FY11E 490.6 7.2 15.8 5.7 4.8 3.2
FY12E 626.6 11.7 9.8 3.5 7.5 7.1

UltraTech Cements

Orient Paper & Industries

Mangalam Cement

Source: Company, ICICIdirect.com Research 
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Exhibit 6: Recommendation History 
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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 Strong Buy, Buy, Add, Reduce and Sell. The performance horizon is two years unless specified and the 
notional target price is defined as the analysts' valuation for a stock. 
 
Strong Buy: 20% or more; 
Buy: Between 10% and 20%; 
Add: Up to 10%; 
Reduce: Up to -10% 
Sell: -10% or more; 
 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 
  

ICICIdirect.com Research Desk, 
ICICI Securities Limited, 
7th Floor, Akruti Centre Point, 
MIDC Main Road, Marol Naka, 
Andheri (East) 
Mumbai – 400 093 
 

 

 research@icicidirect.com  
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