Company Update

9"June, 2023 Cement

Higher Volume&Lower Cost To Drive Growth.

Key Takeaways from Star Cement Ltd. Management Meet

° Capacity Expansion: Thecompany’s capacity expansion plan is progressing well and
2 mtpa of grinding capacity each will get operational in Q3FY24/Q2FY25 along with 3
mtpa Clinker units in Jan’24.This will take the total grinding capacity of the company to
9.7 mtpa from the existing 5.7 mtpa, thereby creating more growth headroom for it
moving forward. The company is the leading producer of cement in the North-East
region from which derives 70-75% of its total revenue.

° Push to increase the sale of premium cement: Premium cement formed 4% of the
company’s overall trade sales. To further increase the sale and make premium share
to 8%i,it is launching new premium cement in Q1FY23.

. Cement Prices: Prices are largely flattish since the Q4FY23 exit. While the company
undertook some price increases in the North-East region, prices have in fact reduced in
the Eastern region in Jun’23.

. Power/Fuel: The company expects a reduction of 10% in power/fuel cost in Q1FY24.
On a per Kcal basis, cost stood at Rs 2.10 and the same is expected to reduce by 10%-
15% moving ahead in Q1FY24 and further reduction in Q2FY24 is expected based on
current prices of fuel. The benefit of the WHRS plant (12.4 MW) will start flowing in
from May’24 and it will entail cost savings of Rs 30-35 Cr in overall power/fuel cost per
annum. We expect the EBITDA margins of the company to improve by 250-300bps in
FY24E.

. Capex: The company expended Rs 572 Cr on capex in FY23. Rs1,300 Cr of Capex is
expected in FY24 and the balance of Rs 400 Cr in FY25. Ongoing capacity expansion
will cost Rs 2,200 Cr. The company aims to take the debt of Rs 500 Cr to fund the
current expansion.

e Management Guidance:The management expects a volume growth of 18%-20% in
FY24 driven by robust demand from the trade and non-trade segment.

e Key risk:Lower realization and demand in its key market. Higher input cost.

Outlook &Valuation: The East and North East India market is expected to see elevated
cement demand, driven by increased Capex towards infrastructure and affordable housing.
The company is well-poised to capture rising cement demand in the region with its upcoming
capacity. We expect the company to grow its Volume/Revenue/EBITDA/APAT at a CAGR of
15%/13%22/%/14% over FY23-FY25E.The stock is currently trading at 10x and 9x
FY24E/FY25E EV/EBITDA. We maintain our BUY rating on the stock and value it at 10x
FY25E EV/EBITDA to arrive at a TP of Rs165/share (Rs 145/share earlier) implying an
upside potential of 15% from the CMP.

Key Financials (Consolidated)

(Rs Cr) FY23 FY24E FY25E
Net Sales 2,705 3,003 3,476
EBITDA 468 616 695
Net Profit 248 305 321
EPS (Rs) 6.1 75 8.0
PER (x) 11 9 9
EV/EBITDA (x) 11.7 9.9 8.8
P/BV (x) 1.1 1.0 0.9
ROE (%) 10.8 11.9 11.2

Source: Company, Axis Research

Star Cement Ltd

BUY

Target Price

165

(CMP as of 8" June, 2023)

CMP (Rs) 143
Upside / Downside (%) 15%
High/Low (Rs) 149/81
Market cap (Cr) 5770
Avg. daily vol. (6m) Shrs. 382678
No. of shares (Cr) 40.4
Shareholding (%)
Sep-22 Dec-22 Mar-23
Promoter 67.43 67.03 67.12
FII/FPIs 0.4 0.53 0.63
MFs / UTI 5.9 5.9 5.9
Banks / Fls 0 0 0
Public 26.27 26.54 26.35
Financial & Valuations
Y/E Mar (Rs FY23 FY24E FY25E
Net Sales 2,705 3,093 3,476
EBITDA 468 616 695
Net Profit 248 305 321
EPS (Rs) 6.1 7.5 8.0
PER (x) 11 9 9
EV/EBITDA (x) 9.1 9.9 8.8
P/BV (x) 1.1 1.0 0.9
ROE (%) 10.8 11.9 11.2
Change in Estimates (%)
Y/E Mar FY24E FY25E
Revenue 2% 4%
EBITDA 3% 2%
Net Profit 5% 8%
ESG disclosure Score**
Environmental Disclosure NA
Social Disclosure Score NA
Governance Disclosure NA
Total ESG Disclosure NA

Source: Bloomberg, Scale: 0.1-100

**Note: This score measures the amount of ESG data a
company reports publicly and does not measure the
company's performance on any data point. All scores are

based on 2020 disclosures
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Change in Estimates

New
FY24E FY25E
Sales 3,093 3,476
EBITDA 616 695
PAT 305 321

Source: Company, Axis Securities

ResultReview Q4FY23

(Rs Cr)

Net sales
Expenditure
EBITDA
Other income
Interest
Depreciation
PBT

Tax

Adjusted PAT
EBITDA margin (%)
EPS (Rs)

Source: Company, Axis Securities

Volume/ Realization / Cost Analyses

Volume/mnt
Realisation/tonne (Rs)
Cost/tonne (Rs)

Raw material/tonne (Rs)
Staff Cost/tonne (Rs)
Power & Fuel/tonne (Rs)
Freight/tonne (Rs)

Other Expenses /tonne (Rs)
EBITDA/tonne (Rs)

Source: Company, Axis Securities

FY24E
3027
599

290

4QFY23
825
659
166
13
1
35
143
47
96
20.1%
2.38

4QFY23

1.24
6680
5335
1593
385

1335
1137
885

1346

old % Change
FY25E FY24E
3351 2%
681 3%
299 5%

Quarterly Performance

3QFY23 4QFY22 % Chg QoQ
620 749 33%
511 636 29%
108 113 53%
12 9 9%
3 2 -64%
34 35 3%
83 85 72%
29.9 3) 56%
53 88 82%
17.5% 15.1% 260bps
1.31 2.19 82%

Quarterly Performance

3QFY23 4QFY22 % Chg QoQ
0.91 1.15 36%
6823 6,498 2%
5629 5,515 5%
1201 1,854 33%
536 356 -28%
1765 1,153 -24%
1255 1,343 -9%
873 809 1%
1194 983 13%

FY25E
4%
2%

8%

% Chg YoY
10%
4%
47%
39%
-50%
0%
68%
NA
9%
500bps
9%

% Chg YoY
7%

3%
-3%
-14%
8%
16%
-15%
9%

37%




Financials (Consolidated)
Profit & Loss

Y/E March

Net sales

Other operating income
Total income

Raw Material

Power & Fuel

Freight & Forwarding
Employee benefit expenses
Other Expenses

EBITDA
Other income

PBIDT

Depreciation

Interest & Fin Chg.

E/o income / (Expense)
Pre-tax profit

Tax provision

RPAT

Minority Interests
Associates

APAT after EO item

Source: Company, Axis Securities

Balance Sheet

Y/E March

Total assets

Net Block

CWIP

Investments

WKkg. cap. (excl cash)
Cash / Bank balance
Misc. Assets

Capital employed

Equity capital

Reserves

Minority Interests

Borrowings

DefTax Liabilities

Other Liabilities and Provision

Source: Company, Axis Securities

BZ3
2705

2705

627
570
491
196
352

468
52

520
131
10

380
132
248
0.0

248

FY23

3131

1428
551

197

312

64

3131

40

2376

26

69

FY24E
3093

3093

718
603
536
213
407

616
42

658
172
17

469
164
305
0.0

305

FY24E
4017
2339

551

221

234

67

4017

40

2673

576

73

(Rs Cr)

FY25E
3476

3476

812
675
600
234
460

695
42

737
214
29

495
173
321
0.0

321

(Rs Cr)

FY25E
4265
2647

551

248
109
71
4265
40
2982

476

7




Cash Flow

Y/E March

Profit before tax
Depreciation

Interest Expenses
Non-operating/ EO item
Change in W/C
Income Tax
Operating Cash Flow
Capital Expenditure
Investments

Others

Investing Cash Flow
Borrowings

Interest Expenses
Dividend paid

Others

Financing Cash Flow
Change in Cash
Opening Cash
Closing Cash

Source: Company, Axis Securities

FY23
380
129

10
-39

68
410
-572
186
114
-272

-10

-10

128

136

FY24E
469
172

17

-13
164
439

-1083

140

42
-901
550
-17

525
63
136
199

FY25E
495
214

29
-42
-27
173
495

-521

42
-480
-100

-29

-12

-141

-126

199
73

(Rs Cr)




Ratio Analysis

Y/E March
Operational Ratios
Sales growth

OPM

Op. profit growth
COGS / Net sales
Overheads/Net sales
Depreciation / G. block

Efficiency Ratios

Total Asset Turnover (x)
Sales/Gross block (x)
Sales/Net block(x)
Working capital/Sales (x)

Valuation Ratios
P/E

P/BV (x)
EV/Ebitda (x)
EV/Sales (x)
EV/Tonne $ (x)

Return Ratios
ROE

ROCE

ROIC

Leverage Ratios
Debt/equity (x)

Net debt/ Equity (x)
Interest Coverage ratio (x)

Cash Flow Ratios
OCF/Sales
OCF/Ebitda
OCF/Capital Employed
FCF/Sales

Payout ratio (Div/NP)
AEPS (Rs.)

AEPS Growth

CEPS (Rs.)
DPS (Rs.)

Source: Company, Axis Securities

FY23

22%
17.3%
36%
62%
20%
8%

0.86
1.61
1.90
0.06

11
11
10.3
1.8
115

11
16
18

0.01
-0.12
40

0.14
0.80
0.14
-0.05

3.3
6.1

0.3

0.2

FY24E

14%
19.9%
32%
60%
20%
7%

0.77
1.12
1.32
0.06

1.0
9.9
2.0
107

12
16
17

0.21
0.13
29

0.14
0.71
0.13
-0.35

2.7
7.5

23.2

12
0.2

FY25E

12%
20.0%
13%
60%
20%
7%

0.82
1.06
1.32
0.06

0.9
8.8
1.8
86

11
15
15

0.16
0.12
18

0.14
0.71
0.14
-0.15

3.8
8.0

5.4

13
0.3

(%)




Star Cement PriceChart and Recommendation History

—Pricc @ Buy @ Sell @ Hold
160 (Rs)
140
120
100
80
60
40
20
0 T . .
Jan-20 Nov-20 Sep-21 Julk-22 May-23
Date ’ Reco ’ TP ’ Research
28-Jan-22 BUY 105 Result Update
18-May-22 BUY 105 Result Update
04-Aug-22 BUY 105 Result Update
18-Nov-22 BUY 115 Result Update
25-Nov-22 BUY 115 AAA
06-Feb-23 BUY 125 Result Update
23-May-23 BUY 145 Result Update
09-Jun-23 BUY 165 Company Update

Source: Axis Securities
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DEFINITION OF RATINGS

Ratings Expected absolute returns over 12-18 months
BUY More than 10%
HOLD Between 10% and -10%
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