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RATING BUY 4QFY20 Result update
CMP 1246 e JKCEMENT 4QFY20 revenue de-grew by 1% YoY to Rs. 1477 cr. Impacted on
. account of lower volumes due to shut down of plants amidst COVID-19.
Price Target 1450 ¢ Total sales volumes grew by 4% QoQ while de-grew by 7% YoY to 2.667 MT.
Potential Upside 16% Volumes from both white as well as grey cement remained impacted due to
turbulence caused by COVID-19 while realization growth of 7% YoY favored value
growth.
* Gross margin expanded by 373 bps to 86% YoY led by lower volumes of white
Rating Change — cement which remained impacted due to COVID-19 in 4QFY20 while EBITDA
Estimate Change " margin improved by 470 bps to 23.4% driven by realization growth of 7% YoY,
Target Change " improved product mixand reduction in freight cost and power cost.
* Freight and power cost declined by 133 bps/213 bps to 19.1%/18.2% YoY led by
company’s efforts on freight cost rationalization and change in fuel mix.
* PAT stood at Rs. 0.23 cr. with PAT growth of 0% YoY on account of exceptional item
to the extent of Rs. 178 cr. On account of provision made for impairment of J.K.
STOCKINFO Cement works Fujairah.
52wk Range H/L 1504/800
Mkt Capital (Rs Cr) 9627 View and Valuation
Free float (%) 36% In 4QFY20, despite COVID, JKCMENT managed its sales and posted a revenue de-
growth of 1% to Rs. 1477 cr. Going forward, the company has started its operations at
Avg. Vol 1M (,000) 2 all plants except those which fall under containment zones and are also witnessing
No. of Shares (Crs) 8 dispatches. On pricing front the company is witnessing an increase of Rs. 10 per bag
Promoters Pledged % NA and expects the prices to'remain stable. The Company has alrefady c?ommissior'led its
Magrol Grey cement unit of 4.2MT while the other expansion like expansion at
Balasinor, Nibahera Line Il expansion remained interrupted due to Lockdown. Putty
capacity expansion by 3 MT will get commissioned by July-Aug,20 which will
strengthen the company’s hold on white cement. On the Margin front, focus on
supply chain efficiency and fuel mix, cost rationalization measures on operational
front will favor EBITDA margin expansion in the coming quarter. While demand, labor
availability, availability of other raw materials and start of monsoon in many parts will
remain the concern but considering past performance of the company we maintain
our BUY rating on the stock with atarget price of Rs. 1450.
RESEARCH ANALYST . .
Key Risks to our rating and target
GAZAL NAWAZ ¢ Continuation of slowdown in the economy due to lock down.
gazal.nawaz@narnolia.com * Steepincreaseininput prices
FiginRs Cr
KEY FINANCIAL/VALUATIONS FY16 FY17 FY18 FY19 FY20
Net Sales 3559 3756 4591 4981 5464
EBITDA 519 693 761 810 1182
EBIT 362 517 574 616 967
PAT 102 211 342 325 400
EPS (Rs) 15 30 49 46 57
EPS growth (%) -35% 107% 62% -5% 23%
ROE (%) 6% 1% 16% 1% 13%
ROCE (%) 3% 5% 8% 7% 7%
EV/EBIDTA 13.2 12.3 11.5 9.4 71
P/B (X) 2.8 3.5 3.3 2.1 2.1
P/E (x) 46.0 31.0 20.8 18.3 16.4

The views expressed above accurately reflect the personal views of the authors about the subject companies and its(their) securities. The authors have not and
will not receive any compensation for providing a specific recommendation or view. Narnolia Financial Advisors Ltd. does and seeks to do business with
companies covered inits research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this
report. Investors should consider this report as only a single factor in making their investment decision.

Please refer to the Disclaimers at www.narnolia.com
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4QFY20 Results
Below expectation

FiginRs Cr
FINANCIALS 4QFY19 | 1QFY20 | 2QFY20 | 3QFY20 (4QFY20 | YoY% | @QoQ% | FY19 | FY20 | YoY%
Net Sales 1492 1328 1254 1404 1477 -1.0% 5.2% | 4981 5464 9.7%
Other Income 35 17 18 24 27 | -22.6%| 14.4% 80 86 7%
COGS 265 182 217 255 207 | -21.8%| -18.7% 838 861 2.7%
Gross Margin 82% 86% 83% 82% 86% 3.7% 4.1% 83% 84% 1.1%
Employee Cost 84 97 96 99 9| 18.1%| -0.5% 354 391 10.6%
Other Expenses 158 236 231 248 275 | 73.8%| 10.5% 513 989 93%
EBITDA 279 303 254 278 346 | 23.9%| 24.7% 810 1182 | 45.8%
EBITDA% 19% 23% 20% 20% 23% 4.7% 3.7% 16% 22% 5.4%
Depreciation 50 49 52 56 58| 16.1% 3.8% 194 214 | 10.3%
EBIT 230 254 202 222 289 | 25.6%| 29.9% 616 967 | 57.1%
Interest 53 53 56 56 57 7.2% 1.8% 222 223 0.4%
PBT 211 218 164 190 258 | 22.3%| 36.3% 474 830 | 75.3%
Exceptional Item - - - - 178 - - 0 178 -
Tax 61 64 55 52 80| 30.4%| 53.7% 149 252 | 69.2%
PAT 150 154 109 138 0| -99.8%| -99.8% 325 400 | 23.2%
PAT Margin 10% 12% 9% 10% 0% | -10.0%| -9.8% 7% 7% 0.8%

Segment Performance:

Grey Cement
FINANCIALS |3QFY18|4QFY18 [ 1QFY19 | 2QFY19 | 3QFY19 | 4QFY19 | 1QFY20 |2GFY20 | 3GFY20 | 4GFY20

Grey Cement 2.03 240 2.04 1.87 2.14 2.53 1.99 1.84 2.14 2.32
Growth YoY 22% 27% 9% -3% 6% 5% -2% -1% 3% -8%
Cap. Utilization 78% 92% 78% 71% 82% 97% 76% 52% 75% 63%

White Cement & Putty business
FINANCIALS |3QFY18|4QFY18 [ 1QFY19 | 2QFY19 | 3QFY19 | 4GFY19 | 1QFY20 |2GFY20 | 3GFY20 (4GFY20

Grey Cement 0.30 0.32 0.28 0.29 0.35 0.35 0.32 0.33 0.35 0.35
Growth YoY 15% 10% 7% -2% 18% 9% 15% 12% 0% 0%
Cap. Utilization 63% 67% 59% 62% 74% 73% 67% 69% 75% 73%
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Concall Highlights

4QFY20 Result Update:

* Volumes increase in white cement would have been 9-10% vs. 4% for FY20 impacted due to COVID-19.

* The Company has reversed Yearly incentives to the extent of Rs. 25 cr. which was given to the dealer for accomplishment of
volumes and the same is reflected in higher realization in 4QFY20.

* Major saving in power & fuel cost led by commercialisation of Line Ill of Nimbahera in FY22 along with other operating
efficiencies.

*  The Management expects a cost saving of Rs.100/ ton cumulatively in next 2 years.

* The Management expects 3-4 months working to remain impacted in Fujairah due to COVID-19. And furtherimpairment may
occur ifthe company is unable to achieve the desired result from Fujairah.

* Higher Inventory on account of high cost inventories of Pet coke (will last till Aug-29) due to shut down of operations on
accountof COVID-19.

* COGS remained lower due to lower volumes of white cement which remained impacted due to COVID-19in 4QFY20.

* The Management expects improvement in realisation in 1QFY20 and have are also witnessing dispatches post opening up
of lock down except containment zones.

* The total wall putty market and white cement market in Indiais at 3BMT and 1.2 MT.

* The Company is witnessing upward price movement of Rs. 10/bag as of now.

Expansion Updates:

* On Mangrol expansion Rs. 400 cr. is yet to be incurred on WHRS, Balasinor Unit and also for overhead on limestone
transportation while Rs. 250 cr. is yet to be incurred for Line Il modernisation at Nimbahera (already spent Rs. 140 cr. expect
the same to get commissioned by Dec-20). Thus, total CAPEX is expected to be in arange Rs. 600-700 cr. for FY21.

* The Company is still in a process of acquiring land (already acquired 425 acres out of 500 acres) and is waiting for
environment clearance for Panna, MP (3-3.5MT Integrated Plant) post COVID-19 situation gets over.

* The Company will commission additional putty capacity by 3 lakh tone by August-20.

Management Guidance:
* The Total pay-out toward BCG and other consultants stood at Rs. 78 cr. in FY20 and expecting a drop of 25% in professional
chargesin FY21 due to COVID-19.

* The Management expects Gross and Net debt at the end of the year to the extent of Rs. 3500 cr. & Rs. 2600 cr. by the end of
FY21.

UAE Operations:
* The cement and clinker volumes from company’s UAE operation for 4QFY20 stood at 100000 ton while 8000 ton was sold
through India.
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Exhibit: Cement volume (Million Ton) trend

Cement volumes remianed impacted on account of shut down of
plants due to COVID-19.
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Exhibit: White Cement and putty Volume trend

White cement & putty volumes remained impacted due to shut down
of operations on account of COVID-19.
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Exhibit: EBITDA and EBITDA margin%

EBITDA margins expansion driven by decline in freight and power &
fuel cost.
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Exhibit: Cement Realization(Rs./Ton) trend

Realisation improvement led by product mix & higher cement
prices (vs. corresponding previous quarter).
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Exhibit: Revenue and revenue growth trend

Revenue remained impacted due to lower volumes while higher
realization subsumed the decline to larger extent.
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Exhibit: PAT and PAT growth trend

PAT remained impacted due to exceptional item on account of
provision made towards J.K.Cement FZC.
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Financial Details
Balance Sheet FiginRs Cr
Y/E March FY13 FY14 FY15 FY16 | FY17 | FY18 | FY19 FY20
Share Capital 70 70 70 70 70 70 77 77
Reserves 1627 1689 1549 1620 1802 2077 2816 3052
Networth 1697 1758 1619 1690 1872 2147 2893 3129
Debt 1142 2185 2414 2497 2450 2183 2116 2423
Total Capital Employed 2651 3745 3771 3993 4154 4217 4849 5413
Net Fixed Assets (incl CWIP) 2641 3668 3523 3675 3785 3684 4179 4977
Non Current Investments 228 142 287 373 470 557 610 565
Other Non Current Assets 0 0 112 128 105 115 154 126
Non Current Assets 2869 3810 3982 4313 4495 4406 5039 5740
Inventory 461 542 510 429 498 532 571 627
Debtors 115 112 139 166 148 188 206 223
Cash & Bank 332 348 385 368 427 544 486 631
Other Current Assets 7 14 187 162 162 146 159 162
Current Assets 1032 1293 1289 1250 1349 1567 1913 2115
Creditors 197 247 229 281 378 414 698 453
Provisions 67 35 14 14 7 19 10 111
Other Current Liabilities 451 498 59 71 156 190 146 363
Curr Liabilities 714 780 837 945 974 1060 1270 1481
Net Current Assets 318 513 452 305 375 507 642 635
Total Assets 3902 5103 5272 5564 5843 5982 6952 7855
Income Statement FiginRsCr
Y/E March FY13 FY14 FY15 FY16 | FY17 | FY18 | FY19 | FY20
Revenue from Operation 2,912 2,798 3,357 3,559 3,756 | 4,591 4,981 5,464
Change (%) 14% -4% 20% 6% 6% 22% 8% 10%
Other Income 49 48 51 50 99 128 80 86
EBITDA 560 375 464 519 693 761 810 1182
Change (%) 7% -33% 24% 12% 34% 10% 7% 46%
Margin (%) 19% 13% 14% 15% 18% 17% 16% 22%
Depr & Amor. 128 134 137 156 176 186 194 214
EBIT 432 241 327 362 517 574 616 967
Int. & other fin. Cost 140 153 219 269 273 245 222 223
EBT 341 136 159 144 344 457 474 830
Exp Item - - - - 19 17 0 178.15
Tax 107 39 2 42 114 98 149 252
Minority Int & P/L share of Ass. - - - - - - - -
Reported PAT 234 97 157 102 211 342 325 400
Adjusted PAT 234 97 157 102 198 329 325 276
Change (%) 32% -58% 62% -35% 107% 62% -5% 23%
Margin(%) 8% 3% 5% 3% 6% 7% 7% 7%
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Financial Details

Key Ratios
Y/E March FY13 FY14 FY15 FY16 | FY17 | FY18 | FY19 FY20
ROE 14% 6% 10% 6% 1% 16% 1% 13%
ROCE 9% 3% 4% 3% 5% 8% 7% 7%
Asset Turnover 0.7 0.5 0.6 0.6 0.6 0.8 0.7 0.7
Debtor Days 14 15 15 17 14 15 15 15
Inv Days 58 71 55 44 48 42 42 42
Payable Days 25 32 25 29 37 33 51 30
Int Coverage 0 1 1 1 1 0 0 0
P/E 8 17 30 46 31 21 18 17
Price / Book Value 1.1 1.0 2.9 2.8 3.5 3.3 21 2.2
EV/EBITDA 5 9 14 13 12 1 9 7
FCF per Share 4 (109) (7) 84 59 110 54 12
Div Yield 2% 1.3% 0.6% 0.6% 0.4% 0.4% 1.2% 1.1%

Cash Flow Statement

FiginRs Cr
Y/E March FY13 FY14 FY15 FY16 | FY17 | FY18 FY19 FY20
PBT 341 136 159 142 324 440 474 652
(inc)/Dec in Working Capital -67 -114 22 110 9 55 -47 27
Non Cash Op Exp 128 134 137 164 176 186 194 214
Int Paid (+) 136 143 215 267 267 239 216 214
Tax Paid -118 =77 -56 -31 -60 -102 -98 -153
others -35 -35 -42 -64 -4 -28 -32 138
CF from Op. Activities 384 187 436 589 712 790 707 1092
(inc)/Dec in FA & CWIP -357 -948 -485 -316 -597 -195 -932 -1995
Free Cashflow 28 -761 -48 272 115 594 -225 -903
(Pur)/Sale of Inv -158 -129 -11 -116 162 621 63 -121
others 38 31 38 42 -221 -557 63 -184
CF from Inv. Activities -477 -1046 -458 -390 -655 -131 -807 -2300
inc/(dec) in Debt -57 1049 219 83 15 -295 5 407
Int. Paid -136 -177 -217 -265 -269 -241 -218 -217
Div Paid (inc tax) 0 0 0 -34 -34 -67 -84 -163
others 185 2 79 0 -17 4 -2 -2
CF from Fin. Activities -7 874 81 -215 -304 -599 -299 25
Inc(Dec) in Cash -100 15 60 -16 -248 59 -399 -1183
Add: Opening Balance 432 332 348 384 367 122 182 237
Closing Balance 332 348 408 367 120 181 -216 -946

Narnolia Financial Advisors Ltd.



Narnolia:

Narnolia Financial Advisors Ltd. is a SEBI registered Research Analyst having SEBI Registration No. INH300006500. The Company/Analyst (s) does/do not
have any holding in the stocks discussed but these stocks may have been recommended to clients in the past. Clients of Narnolia Financial Advisors Ltd. may
be holding aforesaid stocks.

The stocks recommended are based on our analysis which is based on information obtained from public sources and sources believed to be reliable, but no
independent verification has been made nor is its accuracy or completeness guaranteed.

Disclosures: Narnolia Financial Advisors Ltd. (NFAL) (FormerlyMicrosec Capital Ltd.) is a SEBI Registered Research Analyst having registration no.
INH300006500. NFALIis engaged in the business of providing Stock Broking, Depository Participant, Merchant Banking, Portfolio Management &
distribution of various financial products. Details of associate entities of NFAL is available on the website at www.narnolia.com

No penalties have been levied on NFAL by any Regulatory/Statutory authority. NFAL, it's associates, Research Analyst or their relative may have financial
interest in the subject company. NFAL and/or its associates and/or Research Analyst may have beneficial ownership of 1% or more securities in the subject
company at the end of the month immediately preceding the date of publication of the Research Report. NFAL and its associate company(ies), their
directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and buy or sell the securities
or derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such
company(ies) or may have any other potential conflict of interests with respect to any recommmendation and other related information and opinions.; however
the same shall have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are
completely independent of the views of the associates of NFAL even though there might exist an inherent conflict of interest in some of the stocks mentioned
in the research report. Research Analyst may have served as director/officer, etc. in the subject company in the last 12 month period. NFAL and/or its
associates may have received compensation from the subject company in the past 12 months. In the last 12 months period ending on the last day of the month
immediately preceding the date of publication of this research report, NFAL or any of its associates may have: a) managed or co-managed public offering of
securities from subject company of this research report, b) received compensation for investment banking or merchant banking or brokerage services from
subject company of this research report, ¢) received compensation for products or services other than investment banking or merchant banking or
brokerage services from the subject company of this research report. d) Subject Company may have been a client of NFAL or its associates during 12 months
preceding the date of distribution of the research report. NFAL and it’s associates have not received any compensation or other benefits from the Subject
Company or third party in connection with the research report. NFAL and / or its affiliates may do and seek to do business including Investment Banking with
companies covered in the research reports. As a result, the recipients of this report should be aware that NFAL may have a potential conflict of interest that
may affect the objectivity of this report. Compensation of Research Analysts is not based on any specific Merchant Banking, Investment Banking or
Brokerage service transactions. Research Analyst’s views on Subject Company may vary based on Fundamental research and Technical Research.
Proprietary trading desk of NFAL or its associates maintains arm’s length distance with Research Team as all the activities are segregated from NFAL
research activity and therefore it can have an independent view with regards to subject company for which Research Team have expressed their views.

Analyst Certification The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues,
and no part of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views
expressed by research analyst(s) in this report.

Disclosure of Interest Statement-

Analyst’s ownership of the stocks mentioned in the Report NIL

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com.

Correspondence Office Address: Arch Waterfront, 5th Floor, Block GP, Saltlake, Sector 5, Kolkata 700 0971; Tel No.: 033-40541700; www.narnolia.com.
Registered Office Address: Marble Arch, Office 201, 2nd Floor, 236B, AJC Bose Road, Kolkata 700 020; Tel No.: 033-4050 1500; www.narnolia.com
Compliance Officer: Manish Kr Agarwal, Email Id: mkagarwal@narnolia.com, Contact No.:033-40541700.

Registration details of Company: Narnolia Financial Advisors Ltd. (NFAL): SEBI Stock Broker Registration: INZ000166737 (NSE/BSE/MSED); NSDL/CDSL: IN-
DP-380-2018; Research Analyst: INH300006500, Merchant Banking: (Registration No.: INMOOOO10791), PMS: (Registration No.: INPOOO002304), AMFI
Registered Mutual Fund distributor: ARN 3087

Registration Details of Group entities: G. Raj & Company Consultants Ltd (G RAJ)-BSE Broker INZ260010731; NSDL DP: IN-DP-NSDL-371-2014 || Narnolia
Commerze Limited (Formerly Microsec Commerze Ltd.)-MCX/NCDEX Commodities Broker: INZO00051636 || NarnoliaVelox Advisory Ltd.- SEBI Registered
PMS: INPOOOOOS5109 || Eastwind Capital Advisors Pvt Ltd. (EASTWIND)-SEBI Registered Investment Adviser: INA300005439 || Narnolia Insurance Brokers
Limited (Formerly Microsec Insurance Brokers Ltd.)-IRDA Licensed Direct Insurance Broker (Life & Non-Life) Certificate No. 134, License No. DB046/02 ||
Narnolia Securities Ltd. (NSL)-AMFI Registered Mutual Fund distributor: ARN 20558, PFRDA NPS POP: 27092018 || Narnolia Capital Advisors Pvt. Ltd. - RBI
Registered NBFC:B.05.02568.

Disclaimer:

This report has been prepared by Narnolia Financial Advisors Ltd. (NFAL)and is meant for sole use by the recipient and not for public circulation. The report
and information contained herein is strictly confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any
other person or to the media or reproduced in any form, without prior written consent of NFAL. The report is based on the facts, figures and information that
are considered true, correct, reliable and accurate. The intent of this report is not recommendatory in nature. The information is obtained from publicly
available media or other sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty,
express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. The
report is prepared solely for informational purpose and does not constitute an offer document or solicitation of offer to buy or sell or subscribe for securities
or other financial instruments for the clients. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any
investment or strategy is suitable or appropriate to your specific circumstances.The securities discussed and opinions expressed in this report may not be
suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific
recipient. Certain transactions -including those involving futures, options, another derivative products as well as non-investment grade securities - involve
substantial risk and are not suitable for all investors.Each recipient of this document should make such investigations as it deems necessary to arrive at an
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should
consult his/her/its own advisors to determine the merits and risks of such an investment. Though disseminated to all the customers simultaneously, not all
customers may receive this report at the same time. NFAL will not treat recipients as customers by virtue of their receiving this report. Neither the Company,
not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including
lost revenue or lost profits or lost opportunities that may arise from or in connection with the use of the information/report. The person accessing this
information specifically agrees to exempt NFAL or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and
agrees not to hold NFAL or any of its affiliates or employees responsible for any such misuse and further agrees to hold NFAL or any of its affiliates or
employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and
delays.

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject NFAL & its group companies to registration or licensing
requirements within such jurisdictions.

Narnolia Financial Advisors Ltd.



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7

