/ A\ RESULT UPDATE-Q4 FY16

J.K. Cement Ltd

ARIHANT Capital Markets Ltd.

Expensive valuation ! 31* May, 2016

Financial Performance:

CMP: Rs. 589

Target Price: . Rs. 530 JK Cement Ltd. for the quarter ended March, 2016 reported about 4.2% YoY

Recommendation: Reduce growth in the revenue while the net profit grew marginally by about 1% YoY.

Stock Info For this quarter, Q4 FY16, company’s net sales were Rs. 950 cr compared to Rs.

BSE Group B 911cr in the corresponding quarter previous year, up by 4.2% and up by 5.2% on

BSE Code 523644 sequential basis.

NSE Symbol JKCEMENT

Bloomberg JKCE.IN The company reported profit before depreciation, interest, tax and amortization

Reuters e 20 at Rs 196 cr vs. Rs. 164 cr in the corresponding quarter last year. The EBITDA

BSE Sensex 26,725 margin for the quarter was at 20.6%, improving by 260 bps YoY and by 660 bps
QoQ, majorly due to the higher top line and reduced the Expenditure cost.

NSE Nifty 8,178
However, the profit after tax for the company was at Rs. 71cr, marginally up by
1% when compared to the corresponding quarter last year. Company also

Market Info reported a higher tax expense of Rs 27 cr which included deferred taxes & tax

Market Capital 5 o 2t adjustments related to earlier years.

Equity Capital Rs 70cr

Avg. Trading Vol. 31,580 cr Finance costs for this quarter were Rs. 68 cr vs Rs. 69 cr in the corresponding

52 Wk High/ Low 742/425 quarter last year, down by 1.49%. However, on sequential basis finance costs

P 10 were down. Other income for the company also remained low at Rs 12 cr vs
Rs19 cr in corresponding last year, down by about 38%.

On the expenditure front, net raw material cost and employee cost were

Shareholding Pattern (%) (Mar 2016) stagnant for this quarter. Net material cost was at Rs. 163cr (about 17% of net

EITEELE 67.0 sales) while employee cost was at Rs. 55.3cr (about 6% of net sales).

Domestic Institutions 14.0

Foreign Institutions 11.0 Company having its total installed capacity of 10.5MTPA for grey cement and

Public & Others 8.0 1.2MTPA of white cement generates its revenues mainly from the northern and
western belt of the country.

Price Chart: For the year FY17E, Company will operate at a capacity utilization of 65% for grey
cement and about 85% for white cement. We expect that the company’s
operate capacity utilization at 65% for grey cement and 85% for white cement

% for FY17E & EBITDA margin to improve to 16%.

H 105

e Valuations:

E

& %0

: :2 Company has been generating very low ROE as compared to peers for

7 consecutive years and FY17E ROE is 8.1% Thus, we have valued stock on
Y mww s BALS MRS 0046 EV/EBITDA of 11(x) its FY17 estimates and arrived at a fair value of Rs 530 per
e =] share. At CMP of Rs 589 the stock is available at FY17E P/E(x) and EV/EBITDA(x)

of 29.30x and 10.3x respectively. We have REDUCE rating on the stock.

Source: - Company Data Ace Equity, Arihant Research
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Financial Snapshot:

Valuations:
FY15 FY16 FY17E Y/ 3 March, (RS. in CI’) FY13
EV/EBITDA 16.1 10.8 11.0
EBITDA 451 545 624 Net Revenue 20 27% 3,407 3,790 3,966
EV 7272 5898 6863
EBITDA 557 353 451 545 624
Net Debt 2614 2647 3158
Market Cap 4658 3252 3705 PAT 230 75 14 63 141
No shares 7 7 7 EPS 330 10.7 203 9.1 20.1
CMmp 589 EPS Growth (%) 33 (67) 89 (55) 122
Target >30 RONW (%) 136 43 88 39 8.1
Downside -10.1%
P/E (x) 8.1 24 328 513 231
EV/EBITDA (x) 49 111 16.1 10.8 103
Q4 FY16 Results (Standalone)
Rs in Crore Q4FY16 Q4FY15 YOY (%) Q3FY16 QoQ (%)
Net Sales 950 911 4.2 903 52
Other operating income 23.0 4.7 0.4
Expenditure 777 752 3.2 777 0.0
EBITDA 196 164 126
EBITDA Margins (%) 20.6 18.0 2.7 14.0 47.4
Otherlncome 12 19 -38.6 12 -2.5
Interest 68 69 -0.4 66 3.6
Depreciation 42 38 40
PBT 97 77 27.2 33 196.9
Tax 27 7 16
Taxrate (%) 27.6% 8.8% 47.9%
PAT 71 70 1.0 17 312.9
Net Profit Margin (%) 7.4% 7.7% 1.9%
EPS (Rs) 10.09 9.99 1.0 2.44 312.9

Generating Wealth. Satisfying Investors. 2
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Profit & Loss Statement (consolidated)

Y/E March (Rs Cr)
Revenue

% Chg

Total Expenditure
% chg

EBITDA

EBITDA Margin
Depreciation
EBIT

Other Income
Interest

PBT

Tax Provisions
PAT

PAT Margin

Particulars, in Rs crore
Operating Activities

PBT

Add Depr

Others

Total

Cash Taxes

Changes in Working Cap

Cash Flow from Operations

Investing Activities
Change in investments
Capex

Others

Cash Flow from Investing

Financing Activities

Others

Change in long term borrowings
Cash Flow from Financing
Opening Cash

Changes during year

Closing Cash

FY13
2,912
14.3%
2,355
15.7%
557
19%
129
429
49
140
338
107
230
8%

FY14
2,796
-4.0%
2,443

3.8%

353
13%
134
219
48
153
114
39
75
3%

Cash Flow Statement

FY13

338
129
101
567
(77)

(108)
382

(23)
(545)
41
(527)

150
(63)
87
433
r
(58)
375

FY14

114
134
108
357
(23)
31
364

(34)
(1,558)
34
(1,558)

2,609
(1,382)

1,227
375
34
409

FY15
3,407
21.9%
2,957
21.0%
451
13%
146
305
51
229
144

2

142
4%

FY15

144
146
183
473
(31)

(186)
256

35
(547)

34
(478)

533
r
(289)
230
409
8
417

FY16
3,790
11.2%
3,245
9.8%
545
14%
190
356
50
304
105
42

63
2%

FY16

105
190
188
483
(42)

(181)
261

2%
(650)

35
(591)

741
(347)
394
a7
64
481

FY17E
3,966
4.6%
3,342
3.0%
624
16%
178
445
59
317
188
47
141
4%

FY17E

188
178
28
594
(47)

(290)
257

39
(700)

37
(624)

834

(451)

383
481
17
498

Shareholders’ funds

Share capital

Reserves ans Surplus

Minority Interest

Non-current liabilities

Long-term borrowings
Deferred Tax Liabilities (Net)
Current liabilities

Short-term borrowings
Short-term provisions

Total Liabilites

Net Fixed assets

Capital work-in-progress
Non-current investments
Long-term loans and advances
Current assets

Inventories

Trade receivables

Cash and Cash Equivalents
Short-term loans and advances

Total Assets

Y/E March ( Rs Cr)

EPS
CEPS
DPS
BVPS

Debt/ Equity (X)
Current Ratio (X)
RoE (%)

RoA (%)

Dividend Yield (%)

P/E
pP/BV
EV/EBITDA

Source: - Company Data Ace Equity, Arihant Research

Generating Wealth. Satisfying Investors.

Balance Sheet (consolidated)

FY13 FY14
1,691 1,746
70 70
1,621 1,676
5 14
1,408 2,822
1,060 2,442
249 268
904 1,181
189 206
67 35
4,008 5,763
2,369 2,327
254 1,787
32 21
276 272
1,076 1,356
461 542
115 112
375 409
117 233
4,008 5,763
Key Ratios
FY13 FY14
33.0 10.7
51.4 29.9
6.5 3.0
242 250
0.7 15
1.2 11
13.6 43
5.8 13
24 13
8.1 224
11 1.0
49 11.1

Sector -Cement

FY15
1,617
70
1,547
13
3,145
2,730
415
1,276
301
980
6,050
4,074
337

155
1,478
541
177
417
303
6,050

FY15

203
41.2
4.0
231

1.9
1.2
88
2.3
0.6

32.8
2.9
16.1

FY16
1,626
70
1,556
10
3,365
2,877
488
1,314
251
48
6,315
4,222
321
19
165
1,588
538
211
481
2,870
6,315

FY16

9.1
36.2
2.3
233

1.9
1.2
39
1.0
0.5

513
2.0
10.8

FY17E
1,733
70
1,663
10
3,869
3,327
300
1,310
329
60
6,921
4,152
800
26
145
1,798
659
239
498
402
6,921

FY17E

20.1
45.7
5.8
248

21
14
8.1
2.0
13

293
2.4
11.7
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Arihant Research Desk

E. research@arihantcapital.com
T.022-42254827

Head Office Registered Office
#1011, Solitaire Corporate park, E-5 Ratlam Kothi

Building No. 10, 1** Floor, Indore - 452003, (M.P.)
Andheri Ghatkopar Link Road, Tel: (91-731) 3016100
Chakala, Andheri (E). Fax: (91-731) 3016199
Mumbai - 400093

Tel: (91-22) 42254800

Fax: (91-22) 42254880

Stock Rating Scale
Absolute Return

Buy >20%

Accumulate 12% to 20%

Hold 5% to 12%

Neutral -5%to 5%

Reduce <-5%

INH000002764 SMS: ‘Arihant’ to 56677 www.arihantcapital.com research@arihantcapital.conr

Disclaimer:

This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation for the purchase and sale of
any financial instrument by Arihant. This document has been prepared and issued on the basis of publicly available information, internally developed data
and other sources believed to be reliable. Whilst meticulous care has been taken to ensure that the facts stated are accurate and opinions given are fair
and reasonable, neither the analyst nor any employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness
guaranteed. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision.
The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the subject of this document or in
related investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is based,
before its publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision taken by the reader of
this document. Affiliates of Arihant may have issued other reports that are inconsistent with and reach different conclusion from the information
presented in this report. No matter contained in this document may be reproduced or copied without the consent of the firm.
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