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Dalmia Bharat Ltd

2Q - Beat on costs front; 2H looks strong

= 2QFY?24 consolidated EBITDA stood at Rs5.9bn, 10% above our estimate (up
55% yoy while down 3% qoq) because of lower-than-expected costs.

= Cement prices have been hiked by Rs40-50/bag in East India and Rs30/bag
in South India so far in 3QFY24. It remains to be seen if such hikes can sustain.

m We broadly maintain our FY24F-25F EBITDA estimates post 2Q results. Retain
ADD rating on the stock with a higher target price of Rs2,570 (Rs2,220 earlier).

Market share loss in East India continues; recovery to start from 4Q
Dalmia Bharat or DBL’s cement sales volume in 2QFY24 grew by ~6.6% yoy to 6.2mt (incl.
tolling volume of 300,000t related to JPA assets), which is well below the industry average
growth as the performance in East India (especially Bihar and West Bengal) was subdued
once again while DBL gained market share in the northeast and central regions. DBL has
reworked its market strategy, which it expects to deliver results from 4QFY24F, and sees
itself growing faster than the industry despite the recent loss in volume. As per DBL, prices
have been weak in 2Q, especially in the southern region, thereby impacting quarterly
realization (down 1.4% qoq). However, price hikes are holding up in East India (~Rs40-
50/bag) while prices have started improving in South India (~Rs30/bag) so far in 3Q.

Unit EBITDA improves to Rs955/t on lower-than-expected costs

Total costs/t stood at Rs4,157, down 3.5% qoq (we expected a marginal rise) due to lower
P&F and freight costs. Fuel consumption cost was at US$127/t vs. US$165/t qoq and down
by US$60/t yoy. On a Kcal basis, it was at Rs1.58 vs Rs1.98 qog, and management expects
a marginal reduction in 3QFY24F. Freight cost declined by 11% qoq on the back of lower
lead distance at 277km (vs. 284km qog and 308km yoy), lower busy season rail surcharge
(which ended in Jul 2023) and lower inter-plant/regional movement.

JPA asset buyout likely by FY24F-end; net debt-to-EBITDA seen at 1x
DBL'’s capacity rose to 43.7mtpa. Its cement capacity should rise to 46.6mtpa by FY24F.
Management highlighted that its medium-term expansion plan of 75mtpa by FY27F is on
track, with the details to be announced in the coming quarters. As regards the long-term
perspective, DBL is committed to its earlier announced target capacity of 110-130mtpa by
FY31F. On JPA asset acquisition, DBL highlighted that external (lenders) approvals are
taking longer than anticipated, but it will try to close the transaction by FY24F. DBL has
given capex guidance of Rs65bn for FY24F (incurred Rs15.2bn in 1H) incl. Rs35bn for JPA
asset acquisition & Rs30bn for ongoing expansion. FY25F capex guidance at Rs30-35bn.

Retain ADD rating with higher target price of Rs2,570

DBL trades at FY25F/26F EV/EBITDA multiple of 13.4x/11.2x, respectively. We retain ADD
rating on it with a Sep 2024F target price of Rs2,570 (Rs2,220 earlier), set at one-year
forward EV/EBITDA of 13x (12x earlier). Weak demand, pricing pressure, rise in input cost,
delay in ramp-up of JPA assets, and any delay in expansion are key downside risks.

Financial Summary Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Revenue (Rsm) 112,860 135,400 148,462 176,606 204,706
Operating EBITDA (Rsm) 24,260 23,160 29,723 35,531 42,598
Net Profit (Rsm) 8,100 13,270 8,977 10,691 14,775
Core EPS (Rs) 433 64.4 48.0 57.1 79.0
Core EPS Growth (31.9%) 48.7% (25.5%) 19.1% 38.2%
FD Core P/E (x) 53.64 32.74 48.40 40.64 29.41
DPS (Rs) 5.0 5.0 4.8 4.6 55
Dividend Yield 0.22% 0.22% 0.21% 0.20% 0.24%
EV/EBITDA (x) 17.35 19.04 16.07 13.49 11.26
P/FCFE (x) 144.84 73.27 (9.77) 15.11 (109.20)
Net Gearing (8.9%) 3.3% 25.4% 24.9% 23.2%
P/BV (x) 271 2.78 2.64 2.49 2.31
ROE 5.6% 7.6% 5.6% 6.3% 8.2%
% Change In Core EPS Estimates (0.63%) (0.62%) (0.57%)

InCred Research/Consensus EPS (x)
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Figure 1: Consolidated quarterly performance

Particulars (Rs m) 2QFY24 2QFY24F 1QFY24 2QFY23 % Change

2QFY24F 1QFY24 2QFY23
Net Sales 31,490 31,939 36,240 29,710 -1% -13% 6%
Raw materials Consumed 5,330 5,212 5,660 4,410 2% -6% 21%
Freight and Forwarding Expenses 6,310 6,955 8,090 5,960 -9% -22% 6%
Power and Fuel Cost 6,980 7,714 9,020 8,920 -10% -23% -22%
Employee Cost 2,260 2,010 2,220 1,890 12% 2% 20%
Other Expenses 4,720 4,672 5,150 4,740 1% -8% 0%
Total Expenditure 25,600 26,562 30,140 25,920 -4% -15% -1%
EBITDA 5,890 5,376 6,100 3,790 10% -3% 55%
Depreciation 4,010 3,948 3,990 3,320 2% 1% 21%
EBIT 1,880 1,429 2,110 470 32% -11% 300%
Interest 1,010 847 830 560 19% 22% 80%
Other Income 850 466 570 380 82% 49% 124%
PBT 1,720 1,048 1,850 290 64% -71% 493%
Tax 480 272 410 -210 76% 17% -329%
PAT before MI & Associates 1,240 775 1,440 500 60% -14% 148%
Minority Interest 50 110 140 10
Profit from Assoc. 0 0 0 60
Recurring PAT 1,190 665 1,300 550 79% -8% 116%
Extraordinary ltems 0 0 0 0
Reported PAT 1,190 665 1,300 550 79% -8% 116%
EPS (Rs) 6.4 3.6 7.0 2.9 79% -8% 116%
Gross Margin 41% 38% 37% 35% 312 bp 370 bp 580 bp
EBITDA Margin 18.7% 16.8% 16.8% 12.8% 187 bp 187 bp 595 bp
EBIT Margin 6% 4% 6% 2% 150 bp 15 bp 439 bp
PBT Margin 5% 3% 5% 1% 218 bp 36 bp 449 bp
PAT Margin 4% 2% 4% 2% 170 bp 19 bp 193 bp
Tax Rate 28% 26% 22% -72% 191 bp 574 bp NA
Cost items as % of Sales
Raw Material Cost 17% 16% 16% 15% 61 bp 131 bp 208 bp
Freight Cost 20% 22% 22% 20% -174 bp -229 bp -2 bp
P&F Cost 22% 24% 25% 30% -199 bp -272 bp -786 bp

Figure 2: 2QFY24 results on per tonne analysis
. % Change

Per tonne analysis 2QFY24 2QFY24F 1QFY24 2QFY23 20FY24F 10FY24 20FY23
Sales volume (Cement + Clinker) 6.16 6.12 7.00 5.78 0.6% -12.0% 6.6%
Realization 5,113 5,219 5,177 5,145 -2% -1.2% -0.6%
EBITDA/t 956 878 871 656 9% 10% 46%
RM Cost/t 865 852 809 764 2% 7% 13%
P&F Cost/t 1,133 1,260 1,289 1,545 -10% -12% -27%
Freight Cost/t 1,025 1,136 1,156 1,032 -10% -11% -1%
Employee Cost/t 367 328 317 327 12% 16% 12%
Other Expenses/t 766 763 736 821 0% 4% -7%
Costs/t 4,157 4,340 4,306 4,488 -4.2% -3.5% -7.4%
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Key quarterly charts »
Figure 3: Cement sales volume grew by only ~6.6% yoy while it is Figure 4. Cement realization declines by 1.2% qoq and 0.6% yoy
down by ~12% qoq in 2QFY24 in 2QFY24
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Figure 5: Operating cost/t declines by 3.5% qoq in 2QFY24 Figure 6: Unit EBITDA improves by Rs85/t goq to Rs955/t in
2QFY24
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Figure 7: Our revised earnings estimates
Rs. m New Old Change (%)
FY24F FY25F FY24F FY25F FY24F FY25F
Sales 1,48,462 1,76,606 1,51,634 1,68,426 2% 5%
EBITDA 29,723 35,531 29,777 35,302 0% 1%
Recurring PAT 8,977 10,691 9,886 12,057 -10% -13%
EPS (Rs.) 50.3 59.5 55 67 -10% -12%

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS

Figure 8: Change in our estimates vs. Bloomberg consensus estimates

Incred Consensus Change (%)
FY24F FY25F FY24F FY25F FY24F FY25F
Sales 1,48,462 1,76,606 1,54,646 1,74,242 -4% 1%
EBITDA 29,723 35,531 31,068 37,362 -4% -5%
PAT 8,977 10,691 10,862 13,583 -17% -21%

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS, BLOOMBERG
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Figure 9: Key assumptions

FY22A FY23A FY24F FY25F FY26F
Volume (in mtpa) 22 24 28 33 38
yoy 7% 10% 13% 21% 14%
Realisation (per tonne) 5073 5225 5330 5161 5235
yoy 4% 3% 2% -3% 1%
Cost (per tonne) 3991 4372 4335 4218 4236
yoy 12% 10% -1% -3% 0%
EBITDA (per tonne) 1,085 940 1079 1,062 1,113
yoy -18% -13% 15% -2% 5%
EBITDA (Rs m) 22 24 28 33 38
yoy 7% 10% 13% 21% 14%

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS

Figure 10: Maintain ADD rating with a Sep 2024F target price of Rs2,570, set at a one-
year forward EV/EBITDA of 13x

Valuation TP
Target EV/EBITDA (x) 13.0
Target EV (Rs m) 5,53,769
Net debt / (cash) (Rs m) 43,668
No. of shares (m) 187
Fair value per share (Rs) 2,570

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS

Figure 11: DBL’s shareholding pattern (as of end-Jun 2023)

= Promoter Group Foreign Portfolio Investors (FII)
m Domestic Institutional Investors (DII) = Other Public Holding

Other Public
Holding
21%

Domestic

Institutional
Investors (DII) Promoter Group
9% 56%

Foreign Portfolio
Investors (FII)
14%

SOURCE: INCRED RESEARCH, COMPANY REPORTS
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BY THE NUMBERS
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Rolling P/BV (x) (Ihs) ROE (rhs) 12-mth Fwd Rolling FD Core P/E (x) (Ihs)
Profit & Loss
(Rs mn) Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Total Net Revenues 112,860 135,400 148,462 176,606 204,706
Gross Profit 112,860 135,400 148,462 176,606 204,706
Operating EBITDA 24,260 23,160 29,723 35,531 42,598
Depreciation And Amortisation (12,350) (13,050) (15,530) (17,704) (19,297)
Operating EBIT 11,910 10,110 14,193 17,828 23,301
Financial Income/(Expense) (2,020) (2,340) (3,744) (4,493) (4,448)
Pretax Income/(Loss) from Assoc. 50 5,540
Non-Operating Income/(Expense) 1,600 1,380 2,277 1,708 1,708
Profit Before Tax (pre-El) 11,540 14,690 12,726 15,043 20,561
Exceptional Items 1,440
Pre-tax Profit 11,540 16,130 12,726 15,043 20,561
Taxation (3,150) (2,420) (3,309) (3,911) (5,346)
Exceptional Income - post-tax
Profit After Tax 8,390 13,710 9,417 11,131 15,215
Minority Interests (290) (440) (440) (440) (440)
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 8,100 13,270 8,977 10,691 14,775
Recurring Net Profit 8,100 12,046 8,977 10,691 14,775
Fully Diluted Recurring Net Profit 8,100 12,046 8,977 10,691 14,775
Cash Flow
(Rs mn) Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
EBITDA 24,260 23,160 29,723 35,531 42,598
Cash Flow from Invt. & Assoc.
Change In Working Capital (1,180) 7,180 7,324 370 (651)
(Incr)/Decr in Total Provisions
Other Non-Cash (Income)/Expense 1,600 1,380 2,277 1,708 1,708
Other Operating Cashflow (230) (4,440) (4,440) (4,440) (4,440)
Net Interest (Paid)/Received (2,020) (2,340) (3,744) (4,493) (4,448)
Tax Paid (3,150) (2,420) (3,309) (3,911) (5,346)
Cashflow From Operations 19,280 22,520 27,830 24,765 29,421
Capex (17,560) (27,010) (63,500) (30,500) (30,500)
Disposals Of FAs/subsidiaries
Acg. Of Subsidiaries/investments
Other Investing Cashflow 7,080 3,750 (44,290) 33,000
Cash Flow From Investing (10,480) (23,260) (107,790) 2,500 (30,500)
Debt Raised/(repaid) (5,800) 6,670 35,500 1,500 (2,900)
Proceeds From Issue Of Shares 50
Shares Repurchased
Dividends Paid (936) (936) (898) (855) (1,034)
Preferred Dividends
Other Financing Cashflow (2,734) (4,054) 44,000 (28,000) 2,000
Cash Flow From Financing (9,420) 1,680 78,602 (27,355) (1,934)
Total Cash Generated (620) 940 (1,357) (90) (3,013)
Free Cashflow To Equity 3,000 5,930 (44,460) 28,765 (3,979)
Free Cashflow To Firm 10,820 1,600 (76,216) 31,758 3,369
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Balance Sheet

(Rs mn) Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Total Cash And Equivalents 45,590 32,200 30,843 30,752 27,739
Total Debtors 6,730 7,000 7,728 10,161 11,778
Inventories 9,450 13,160 13,016 15,483 17,947
Total Other Current Assets 13,350 21,140 14,995 18,014 20,880
Total Current Assets 75,120 73,500 66,581 74,410 78,344
Fixed Assets 132,030 140,540 188,011 200,307 211,010
Total Investments 13,050 5,890 5,890 5,890 5,890
Intangible Assets 19,780 26,010 70,300 37,300 37,300
Total Other Non-Current Assets 6,930 9,490 9,990 10,490 10,990
Total Non-current Assets 171,790 181,930 274,191 253,987 265,190
Short-term Debt 11,970 5,320 6,820 7,320 6,920
Current Portion of Long-Term Debt
Total Creditors 8,500 11,350 12,834 14,893 16,733
Other Current Liabilities 26,190 27,930 28,208 34,438 38,894
Total Current Liabilities 46,660 44,600 47,862 56,652 62,547
Total Long-term Debt 19,220 32,100 66,100 67,100 64,600
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities 19,700 21,290 61,290 29,290 27,290
Total Non-current Liabilities 38,920 53,390 127,390 96,390 91,890
Total Provisions
Total Liabilities 85,580 97,990 175,252 153,042 154,437
Shareholders Equity 160,610 156,280 164,360 174,196 187,936
Minority Interests 720 1,160 1,160 1,160 1,160
Total Equity 161,330 157,440 165,520 175,356 189,096
Key Ratios

Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Revenue Growth 11.6% 20.0% 9.6% 19.0% 15.9%
Operating EBITDA Growth (12.2%) (4.5%) 28.3% 19.5% 19.9%
Operating EBITDA Margin 21.5% 17.1% 20.0% 20.1% 20.8%
Net Cash Per Share (Rs) 76.96 (27.90) (224.87) (233.37) (233.97)
BVPS (Rs) 858.34 835.20 878.38 930.94 1,004.38
Gross Interest Cover 5.90 4.32 3.79 3.97 5.24
Effective Tax Rate 27.3% 15.0% 26.0% 26.0% 26.0%
Net Dividend Payout Ratio 11.6% 7.9% 10.0% 8.0% 7.0%
Accounts Receivables Days 22.01 18.51 18.10 18.49 19.56
Inventory Days 30.22 30.48 32.18 29.45 29.80
Accounts Payables Days 39.16 32.28 37.17 35.87 35.60
ROIC (%) 7.8% 5.7% 5.4% 7.4% 9.2%
ROCE (%) 6.7% 5.2% 6.6% 7.3% 9.1%
Return On Average Assets 4.5% 5.8% 4.4% 4.7% 5.9%
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