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Market Cap Rs92.7bn/US$1.3bn  Year to Mar FY18 FY19 FY20E FY21E 

Reuters/Bloomberg KAJR.BO/KJC IN  Revenue (Rs mn) 27,106 29,562 31,987 36,183 

Shares Outstanding (mn)           159.0   Rec. Net Income (Rs mn) 2,344 2,297 2,743 3,365 

52-week Range (Rs) 625/325  EPS (Rs) 14.7 14.6 17.3 21.2 

Free Float (%)  52.4   % Chg YoY (7.4) (1.2) 18.5 22.7 

FII (%) 26.0  P/E (x) 39.6 40.1 33.8 27.5 

Daily Volume (US$/'000)           4,456   CEPS (Rs) 20.3 19.9 24.1 28.3 

Absolute Return 3m (%) (2.1)  EV/E (x) 20.5 20.3 19.4 16.4 

Absolute Return 12m (%) 38.4  Dividend Yield (%) 0.5 0.5 0.7 0.9 

Sensex Return 3m (%) (4.0)  RoCE (%) 23.2 21.2 19.4 21.3 

Sensex Return 12m (%) 2.4  RoE (%) 17.6 15.1 15.7 17.1 
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Company update and 
earnings revison 

Tiles 
 

Target price Rs571 
 

Earnings revision 
(%) FY20E FY21E 

Sales ↓    1.2 ↓   1.2 

EBITDA ↓    4.5 ↓   3.8 

EPS ↑  10.1 ↑ 11.4 
 

  
Target price revision 
Rs571 from Rs512 

Shareholdingpattern 

 
Dec 
’18 

Mar 
’19 

Jun 
’19 

Promoters 47.6 47.6 47.6 
Institutional  
investors 34.9 36.3 36.3 
  MFs and others 10.1 10.2 10.2 
  FIs/Banks 0.0 0.0 0.0 
  Insurance 0.1 0.1 0.1 
  FIIs 24.8 26.0 26.0 
Others 17.5 17.1 17.1 

 

Source: NSE 
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Kajaria Ceramics HOLD 
 Maintained 

Tax savings overweigh weakening variables  Rs583 
 
 

 
 
 

Research Analysts: 

Nehal Shah 

nehal.shah@icicisecurities.com 
+91 22 6637 7235 

Jigar Shah 

jigar.shah@icicisecurities.com 
+91 22 6637 7416 

Our recent channel checks (including Morbi visit) suggest pressure mounting on 
ceramic tile players with increasing challenges on volumes amid muted growth in 
real estate, liquidity crunch in the trade, and pricing woes (particularly in the GVT 
segment). With Kajaria Ceramics (KJC) well positioned to drive double-digit 
volume growth this fiscal aided by market share gains, we expect its realisation 
and margins to come under further pressure post Q1FY20. However, despite the 
weakening variables, the tax cuts announced by the government last week would 
offset the weakening variables and yet drive the company’s earnings higher in 
FY20E/FY21E. Maintain HOLD.  
 Earnings upgraded by 10/11% for FY20E/FY21E on expected tax savings after 

factoring-in lower volumes/margins/realisations, particularly in FY20E. While 
KJC would continue to drive volumes through market share gains, we have slightly 
lowered our volume, realisation (on stiff competition in GVT segment) and margin 
assumptions over the next two years. Adjusting for these variables and also 
factoring-in sizeable tax savings (tax rate to decline by 10.5%/10.3% vs our earlier 
tax projections), we upgrade our earnings accordingly by 10.1%/11.4% for 
FY20E/FY21E. Maintain HOLD with a revised target price of Rs571 (27x FY21E 
earnings) vs Rs512 (28x FY21E earnings) earlier.   

 Market share and distribution gains to drive double-digit volume growth 
despite the challenging environment. Management, after achieving 10% volume 
growth in Q1FY20 in an otherwise tough macro environment, is confident of 
achieving 12-13% volume growth in FY20. The double-digit volume growth is likely 
to be led by market share gains on the back of distribution gains and stricter working 
capital discipline compared to peers. KJC has all the ammunition to garner double-
digit volume growth, but we remain sceptical on the company delivering such growth 
in tandem with improvement in margins. Our scepticism is largely due to the demand 
headwinds and falling realisations, particularly in GVT segment.   

 GVT realisations likely to remain under pressure. GVT (highest-margin product in 
tiles) contributed 21% of volumes and 26% of revenues in FY19. With the company 
recently commencing 5mn-sqm p.a. plant in South India, its GVT capacity has 
increased to 22.5mn-sqm p.a. While we have already seen GVT prices coming 
under pressure in South India in the past couple of quarters (with SOMC’s plant 
becoming operational in Mar’19), KJC’s recent commissioning of the GVT plant is 
likely to put pressure on GVT pricing in North India as well once production starts 
ramping up in the new unit. We thus expect GVT realisations to be under pressure 
over the next 2-3 quarters. This we believe is likely to put pressure on realisations 
and margins for branded players in the near term. 

 Lowered margin assumption by 50bps for FY20E/FY21E. While KJC has guided 
for 15-16% EBIDTA margins in FY20, we believe margins are likely to be less than 
that due to pressure on GVT pricing, higher competitive intensity within the tile 
segment and muted demand environment. We have reduced our margin assumption 
by 50bps for FY20E/FY21E to 14.5%/15% respectively. We expect KJC to post an 
EBIDTA CAGR of 9.9% over FY19E-FY21E.  

INDIA 
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Table 1: Earnings revision 

(Rs mn) 

Old New % change 

FY20E FY21E FY20E FY21E FY20E FY21E 

Revenue 32386.2 36410.8 31986.7 36183.3 -1.2% -1.2% 
EBITDA 4856.8 5644.4 4639.5 5431.6 -4.5% -3.8% 
EBIDTA margins 15.0% 15.5% 14.5% 15.0% -50bps -50bps 
PAT 2491.3 3019.3 2743.0 3364.9 10.1% 11.4% 
EPS 15.7 19.0 17.3 21.2 10.1% 11.4% 

Source: I-Sec research 
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Financial summary  

Table 2: Profit & Loss statement 

(Rs mn, year ending March 31) 

  FY18 FY19 FY20E FY21E 

Net Revenues 27,106 29,562 31,987 36,183 
Operating Expenses 22,542 25,067 27,347 30,752 
EBITDA 4,564 4,495 4,640 5,432 
  % margins 16.8% 15.2% 14.5% 15.0% 
Depreciation & Amortisation 885 891 1,088 1,130 
Gross Interest 241 156 185 216 
Other Income 116 132 314 450 
Recurring PBT 3,553 3,580 3,680 4,536 
Less: Taxes 1,267 1,293 926 1,142 
Less: Minority Interest (64) 22 11 29 
Net Income (Reported) 2,350 2,266 2,743 3,365 
Extraordinaries (Net) 5 (32) - - 
Recurring Net Income 2,344 2,297 2,743 3,365 

Source: Company data, I-Sec research 
 

Table 3: Balance sheet 

(Rs mn, year ending March 31) 

  FY18 FY19 FY20E FY21E 

Assets     
Total Current Assets 9,772 12,017 15,111 17,582 
  of which cash & cash eqv. 824 2,524 4,247 5,274 
Total Current Liabilities & 
Provisions 4,430 5,048 5,810 6,119 
Net Current Assets 5,342 6,969 9,301 11,464 
Investments    4 3 3 3 
Net Fixed Assets 11,336 10,694 11,924 11,994 
Capital Work-in-Progress 176 934 - - 
Goodwill 115 85 - - 
Total Assets 16,973 18,684 21,229 23,461 
     
Liabilities     
Borrowings 1,703 1,203 1,700 1,500 
Deferred Tax Liability 1,099 1,073 1,073 1,073 
Minority Interest 661 659 734 763 
Equity Share Capital 165 159 159 159 
  Face Value per share (Rs) 1 1 1 1 
Reserves & Surplus* 13,345 15,590 17,563 19,966 
Less: Misc. Exp. n.w.o.     
Net Worth 13,510 15,749 17,722 20,125 
Total Liabilities 16,973 18,684 21,229 23,461 

*Excluding revaluation reserves  
Source: Company data, I-Sec research  
 

Table 4: Quarterly trend 

(Rs mn, year ending March 31) 

  Sep-18 Dec-18 Mar-19 Jun-19 

Net revenues 7,253 7,586 8,153 7,000 
% growth (YoY) 8.1% 14.7% 8.7% 6.5% 
EBITDA 1,089 1,208 1,229 1,060 
Margin (%) 15.0 15.9 15.1 15.1 
Other income 46 45 65 53 
Extraordinaries (Net) (34) - (14) - 
Net profit 525 648 660 510 

Source: Company data, I-Sec research 

Table 5: Cashflow statement 

(Rs mn, year ending March 31) 

  FY18 FY19 FY20E FY21E 

Operating Cashflow  2,986 3,297 3,831 4,495 
Working Capital Changes (1,159) 73 (610) (1,135) 
Capital Commitments (423) (568) (1,300) (1,200) 
Free Cashflow  1,403 2,802 1,921 2,160 
Cashflow from Investing 
Activities (3) 1 - - 
Issue of Share Capital (428) (500) 497 (200) 
Inc (Dec) in Borrowings (674) (577) (695) (933) 
Dividend paid - - - - 
Change in Deferred Tax 
Liability 7 (26) - - 
Chg. in Cash & Bank 
balance 304 1,700 1,723 1,027 

Source: Company data, I-Sec research 
 

Table 6: Key ratios 

(Year ending March 31) 

 FY18 FY19 FY20E FY21E 

 Per Share Data (Rs)      
 EPS  14.7 14.6 17.3 21.2 
 Cash EPS   20.3 19.9 24.1 28.3 
 Dividend per share (DPS)  3.0 3.0 4.0 5.0 
 Book Value per share (BV)  89.1 103.2 116.1 131.4 
     
 Growth (%)      
 Net Sales  6.3 9.2 8.2 13.1 
 EBITDA   -8.1 -1.5 3.2 17.1 
 PAT   -7.4 -1.2 18.5 22.7 
 Cash EPS   -3.3 -2.4 21.4 17.3 
     
 Valuation Ratios (x)      
 P/E   39.6 40.1 33.8 27.5 
 P/CEPS  28.7 29.4 24.2 20.6 
 P/BV  6.5 5.6 5.0 4.4 
 EV / EBITDA  20.5 20.3 19.4 16.4 
 EV / Sales  3.5 3.1 2.8 2.5 
     
 Operating Ratios      
 Raw Material / Sales (%)  39.2 38.8 41.9 41.6 
 Employee cost / Sales (%)  11.7 11.7 11.4 11.2 
 SG&A / Sales (%)  6.3 5.1 10.5 10.8 
 Other Income / PBT (%)  0.0 0.1 0.1 0.1 
 Effective Tax Rate (%)  35.7 36.1 25.2 25.2 
 Working Capital (days)  77.1 70.6 70.0 70.0 
 Inventory Turnover (days)  51.0 50.1 50.0 50.0 
 Receivables (days)  60.8 58.7 58.0 56.0 
 Payables (days)  34.8 38.2 38.0 36.0 
 Net D/E Ratio (x)  0.1 -0.1 -0.1 -0.2 
     
 Return/Profitability Ratios (%)      
 Net Income Margins   8.7 7.8 8.6 9.3 
 RoACE   23.2 21.2 19.4 21.3 
 RoAE   17.6 15.1 15.7 17.1 
 Dividend Payout   24.5 25.4 28.1 28.6 
 Dividend Yield   0.5 0.5 0.7 0.9 
 EBITDA Margins   16.9 15.2 14.5 15.0 

Source: Company data, I-Sec research 
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, 

Inc. (Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are 

as follows: Address: 10 Collyer Quay, #37-16 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com, 

Rishi_agrawal@icicisecuritiesinc.com. 

 

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports 

and no charges are levied for providing research reports to such investors." 
 

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise) 

BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return 

  

ANALYST CERTIFICATION 

/We, Nehal Shah, CA; Jigar Shah, CA; authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately 
reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific 
recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of the ICICI Securities Inc. It is 
also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve 
months and do not serve as an officer, director or employee of the companies mentioned in the report.  
Terms & conditions and other disclosures:  
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ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our 
associates might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research 
Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or 
derivatives of any companies that the analysts cover.  
Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc 
as opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com 
to view the Fundamental and Technical Research Reports. 
Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  
ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional 
Research. The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, target price of the Retail 
Research. 
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