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Summary

 � In Q1FY2023, the company reported a healthy beat on net earnings led by strong volume growth 
of 27% y-o-y and tight control on overall production cost despite a surge in power & fuel costs. 

 � It added 1.1  MT of cement capacity, 2  MT of clinker capacity and 41  MW of renewable energy 
capacities in Q1FY2023. It remains on track to achieve a 49  MT cement capacity and 173  MW of 
renewable energy capacity by FY2024.

 � The company’s long term cement capacity target of 110-130 MT by 2031 stay intact considering 
strong demand outlook.

 � We maintain a Buy on the stock with a revised PT of Rs. 1,950, considering strong growth potential 
led by capacity additions.
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Absolute 17.1 13.2 -18.2 -16.7
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8.5 6.7 -19.5 -24.2

Sharekhan Research, Bloomberg

Price chart

Company details

Market cap: Rs. 30,318 cr

52-week high/low: Rs. 2547/1213

NSE volume:  
(No of shares)

2.0 lakh

BSE code: 542216

NSE code: DALMIABHA

Free float:  
(No of shares)

8.3 cr

Valuation (Consolidated) Rs cr

Particulars  FY21  FY22  FY23E  FY24E 

Revenue 10,110 11,286 12,614 14,826

OPM (%) 27.3 21.5 19.2 19.3

Adjusted PAT 962 932 726 890

% y-o-y growth 259.0 -3.1 -22.1 22.5

Adjusted EPS (Rs.) 52.0 50.4 39.3 48.1

P/E (x) 27.3 28.2 36.2 29.6

P/B (x) 2.1 1.7 1.6 1.5

EV/EBIDTA (x) 9.3 9.7 10.0 8.7

RoNW (%) 8.2% 6.5% 4.5% 5.3%

RoCE (%) 9.0% 7.8% 4.7% 5.3%

Source: Company; Sharekhan estimates

Source: Morningstar

ESG Disclosure Score
 ESG RISK RATING 31.2
  Updated July 08, 2022

 High Risk

NEGL LOW MED HIGH SEVERE

0-10 10-20 20-30 30-40 40+

NEW

Dalmia Bharat (Dalmia) reported better-than-expected consolidated revenues at Rs. 3302 crore 
(up 27% y-o-y) led by higher than estimated volume growth of 27% y-o-y at 6.2 MT. The blended 
realization improved 3% q-o-q. EBITDA/tonne stood at Rs. 941 (down 36% y-o-y) was marginally 
lower than our estimate of Rs. 982/tonne. Despite high power & fuel costs (up 15% q-o-q on per tonne 
basis), its cost of production at Rs. 4360/tonne and variable costs of Rs. 2224/tonne was among the 
lowest in the industry. Overall, consolidated operating profit/net profit declined by 18%/27% y-o-y 
to Rs. 586 crore/Rs. 193 crore (higher than our estimate). It added 1.1 MT cement and 2 MT clinker 
capacities along with 41.4  MW renewable energy capacity during Q1FY2023. It remains on track 
to achieve 49 MT cement capacity by FY2024 from 37 MT now. It will be increasing its renewable 
energy capacity from current 105 MW to 173 MW by FY2023. It also remains committed to reach 
110-130 MT cement capacity by 2031. 

Key positives

 � Volume growth was strong at 27% y-o-y led by strong growth in South which outpaced growth in 
Eastern region.

 � It reduced gross debt by Rs. 131 crore.

Key negatives

 � Fuel consumption costs increased to $218/tonne from $180/tonne in Q4FY2022. The same is 
expected to remain elevated in Q2FY2022 before treading downwards from Q3FY2022.

 � Cash and cash equivalents declined to Rs. 3,194 crore from Rs. 4,561 crore in Q4FY2022.

Management Commentary

 � Cement capacity utilisation increased from 64% in Q1FY2022 to 69% in Q1FY2023. The total cost 
of production at Rs. 4,360/tonne and variable cost at Rs. 2224/tonne was among the lowest in the 
industry.

 � Q1FY2023 exit prices lagged average prices. Cement prices during July 2022 remained stable 
although are weaker.

 � The incentives for Q1FY2023 was Rs. 58 crore and collections stood at Rs. 44 crore. The incentives 
receivables for FY2023 and FY2024 are Rs. 240 crore each year.

Revision in estimates – We have lowered our estimates for FY2023 factoring increased power & fuel 
costs while broadly maintaining our estimates for FY2024.

Our Call

Valuation – Maintain Buy with a revised PT of Rs. 1,950: Dalmia Bharat is expected to benefit 
from strong demand environment expected in Eastern India during FY2023. The company has 
shown strong operational efficiencies which is expected to improve further with increasing share of 
renewable energy capacities. Strong demand envisaged by the company has led to adherence to its 
near-term and long-term capacity expansion plans. Dalmia is currently trading at an EV/EBITDA of 
10x its FY2024E earnings, which we believe provides favourable risk-reward to investors. Hence, we 
retain a Buy with a revised price target (PT) of Rs. 1,950, considering strong growth outlook, led by 
capacity additions.

Key Risks

1) Pressure on cement demand and cement prices in the East, North-east and South of India can affect 
financial performance; and 2) Macroeconomic challenges leading to lower government spending on 
infrastructure and housing sectors can also impact performance. 

Dalmia Bharat Ltd
Healthy Q1; capacity expansion plans remain unhindered

Cement Sharekhan code: DALMIABHA

Reco/View: Buy  CMP: Rs. 1,618 Price Target: Rs. 1,950 á
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Strong volume growth drives healthy beat in Q1

Dalmia Bharat reported consolidated net revenues of Rs. 3302 crore, up 27.4% y-o-y (down 2.3% q-o-q) which 
was 7% ahead of our estimate. Cement volumes were up 27.3% y-o-y (-5.3% q-o-q) at 6.2 million tonnes 
while blended realizations were flat y-o-y (+3.3% q-o-q) at Rs. 5300/T. Blended consolidated EBITDA/tonne 
at Rs. 941 (-36% y-o-y, -9% q-o-q) was marginally below our estimate of Rs. 982/T. The lower than expected 
EBITDA/tonne was led primarily due to lower realizations. On the cost front, power & fuel costs at Rs. 1526/T 
(+45% y-o-y, +15% q-o-q), freight costs at Rs. 1096/T (+4% y-o-y, -3% q-o-q) and other expense stood at Rs. 
723/T (-7% y-o-y, +4% q-o-q). Overall, consolidated operating profit declined by 17.8% y-o-y (-14.2% q-o-q) to 
Rs. 586 crore, 5% higher than our estimate.  Consolidated adjusted net profit declined 27% y-o-y to Rs. 193 
crore, higher than our estimate. 

Capacity expansion plans remain intact

The company completed 2 its MT clinker and 1.1 MT cement capacity debottlenecking and added 41.4 MW 
renewable power capacity during Q1FY2023. It plans to increase cement capacity to 49 MT (from 37 MT 
currently) and clinker capacity to 23.7 MT (current 20.9 MT) by FY2024. It maintained its long term cement 
capacity target of 110 MT to 130 MT by 2031. On the renewable energy front, It added a 5.4  MW waste heat 
recovery system (WHRS) and 36 MW solar capacities during Q1FY2023. It would be further adding a 35.4 
MW WHRS and 32.5 MW solar capacities in balance fiscal. The overall renewable power capacity would be 
increased to 173 MW by FY2023.

Key conference call takeaways:

 � Q1FY23 performance: The company grew at a faster clip, with volume growth of 27% y-o-y to 6.2 MT. 
Cement capacity utilisation increased from 64% in Q1FY2022 to 69% in Q1FY2023. The total cost of 
production at Rs. 4360/tonne and variable cost at Rs. 2224/tonne was among the lowest in the industry. 

 � Power & fuel costs: Average fuel costs increased from $180 in Q4FY2022 to $218 in Q1FY2023. The average 
fuel costs for Q2FY2023 is expected to be $220 which is expected to decline to $170 to $185 in Q3FY2023. 
Currently, fuel costs hover at around $180 to $190. The company has the lowest power consumption for 
cement at 64 units/tonne.

 � Pricing: The Q1FY2023 exit prices stood below the average prices in Q1FY2023. Cement prices during July 
2022 remained stable although are weaker.

 � Capacity expansion plan: The company added 1.1 MT cement capacity and 2 MT clinker capacity during 
Q1FY2023 taking total cement capacity to 37 MT and clinker capacity to 20.9 MT. It plans to increase 
cement capacity to 49 MT and clinker capacity to 23.7 MT by FY2024. It maintained its long-term cement 
capacity target of 110 MT to 130 MT by 2031. 

 � Incentives: The incentives for Q1FY2023 was Rs. 58 crore and collections stood at Rs. 44 crore. The 
incentives receivables for FY2023 and FY2024 are Rs. 240 crore each year.

 � Renewable power: It added a 5.4 MW WHRS and 36 MW of solar capacities during Q1FY2023. It would 
be further adding 35.4 MW WHRS and 32.5 MW solar capacities in the remainder of the fiscal. The overall 
renewable power capacity would be increased to 173 MW by FY2023. All its kilns excluding one is South 
would be equipped with WHRS capacity. The consumption cost (excluding depreciation and interest) for 
renewable energy is 25-30 paise per unit as against Rs. 8 to Rs. 10 per unit in captive power plant.

 � Debt: It reduced gross debt by Rs. 131 crore during Q1. The gross debt now stands at Rs. 3009 crore. 

 � Capex: It spent Rs. 525 crore during Q1FY2023. The capex for FY2023 is expected to be over Rs. 3200 
crore. 

 � Lead distance: Lead distance for Q1FY2023 was 311 kms.

 � Blended and trade mix: The blended cement mix is 82% while trade mix is 68%.

 � Other highlights: Clinker to cement ratio is 1.67 which is expected to improve further. The Employee welfare 
trust was wound off a year ago and has not been a part of consolidated accounts. There are no advances 
or receivable pending with the trust. 
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Results (Consolidated) Rs cr

Particulars Q1FY23 Q1FY22 y-o-y % Q4FY22 q-o-q %

Net Sales 3302 2591 27.4% 3380 -2.3%

Total Expenditure 2716 1878 44.6% 2697 0.7%

Operating profits 586 713 -17.8% 683 -14.2%

Other Income 22 26 -15.4% 53 -58.5%

EBIDTA 608 739 -17.7% 736 -17.4%

Interest 47 60 -21.7% 45 4.4%

PBDT 561 679 -17.4% 691 -18.8%

Depreciation 312 297 5.1% 333 -6.3%

PBT 249 382 -34.8% 358 -30.4%

Tax 64 97 -34.0% 91 -29.7%

Extraordinary items -3 -4 - 1 - 

Minority Interest 9 11 - 5 - 

Reported Profit After Tax 196 269 -27.1% 266 -26.3%

Adjusted PAT 193 265 -27.2% 267 -27.7%

EPS 10 14 -27.2% 14 -27.7%

      

OPMs 17.7% 27.5% -977 bps 20.2% -246 bps

PAT 5.8% 10.2% -438 bps 7.9% -205 bps

Tax rate 25.7% 25.4% 31 bps 25.4% 28 bps

Source: Company, Sharekhan Research
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One-year forward EV/EBITDA (x) band

Source: Sharekhan Research 

Outlook and Valuation

n Sector view - Improving demand brightens outlook

The cement industry has seen sustained improvement in demand over the past 15 years, barring a couple 
of years, while regional cement prices have been on a rising trajectory over the trailing five years. Amid 
COVID-19 led disruptions, the cement industry continued to witness healthy demand from the rural sector, 
while infrastructure demand is expected to pick up from Q3FY2021, with laborer returning to project sites. The 
sector’s long-term growth triggers in terms of low per capita consumption and demand pegged at 1.2x GDP 
remains intact. Evidently, the government’s Rs. 111-lakh crore infrastructure investment plan from FY2020 to 
FY2025 would lead to a healthy demand environment going ahead.

n Company outlook - Aggressive expansion plans to help capture high-growth opportunities

Dalmia is on a strong growth trajectory for the next five years with capacity expansion plans lined up for the 
medium and long term. The company outlined its capital allocation strategy over the next decade to increase 
capacity at 14-15% CAGR to reach 110-130-million tonnes by 2031, which would be done through both organic 
and inorganic routes maintaining net debt/EBITDA below 2x (unless a large ticket size acquisition is done). It 
also highlighted allocation towards shareholders’ returns (10% of OCFs) and a green & innovation fund (10% of 
OCF). It targets to reach 48.5 million tonnes of cement capacity (current 35.9-million tonnes) in the next three 
years, initially expanding in the Southern and North East regions.

n Valuation - Maintain Buy with a revised PT of Rs. 1,950

Dalmia Bharat is expected to benefit from strong demand environment expected in Eastern India during FY2023. 
The company has shown strong operational efficiencies which is expected to improve further with increasing 
share of renewable energy capacities. Strong demand envisaged by the company has led to adherence to 
its near-term and long-term capacity expansion plans. Dalmia is currently trading at an EV/EBITDA of 10x its 
FY2024E earnings, which we believe provides favourable risk-reward to investors. Hence, we retain a Buy with 
a revised price target (PT) of Rs. 1,950, considering strong growth outlook, led by capacity additions.    
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Peak 1yr fwd EV/EBITDA Trough 1yr fwd EV/EBITDA Avg 1yr fwd EV/EBITDA 1yr fwd EV/EBITDA

Peer Comparison

Companies
P/E (x) EV/EBITDA (x) P/BV (x) RoE (%)

FY23E FY24E FY23E FY24E FY23E FY24E FY23E FY24E

UltraTech Cement 31.9 28.1 16.1 14.4 3.6 3.2 11.8 11.9

Dalmia Bharat 51.2 35.2 12.6 10.3 1.8 1.8 3.7 5.1

Shree Cement 50.1 32.6 21.0 15.2 4.2 3.8 8.6 12.1

The Ramco Cement 34.3 21.9 17.3 12.9 2.6 2.3 7.7 11.1
Source: Company, Sharekhan Research 
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About company

Dalmia Bharat started its journey in 1939 and has a legacy of eight decades. The company possesses India’s 
fifth largest installed cement manufacturing capacity of 26.5  MT spread across 13 manufacturing plants in 
nine states. The company’s addressable market spans 22 states in the East, North East and Southern India. 
Dalmia Bharat comprises ~5% of the country’s cement capacity. It has captive power generation capacity of 
195 MW (including solar and waste heat recovery plants).

Investment theme

Dalmia is on a strong growth trajectory for the next five years with capacity expansion plans lined up for 
medium and long term. The company would increase its cement capacity to 40 MT by FY2023 and 48.5 MT 
by FY2024 from current 35.9 MT. The capacity expansion would help it consolidate its leadership position 
in the East and venture into the West through the acquisition of Murli Industries. Further, it is chalking out a 
capital allocation strategy to double its capacity over the next three years. It aims to become a large pan-
India player through both organic and inorganic routes. 
 
Key Risks

 � Pressure on cement demand and cement prices in the east, north east and west can affect financial 
performance.

 � Macroeconomic challenges leading to lower government spending on infrastructure and housing sectors 
can negatively affect the company’s performance.

Additional Data

Key management personnel

Mr. Pradip Kumar Khaitan Chairman

Mr. Gautam Dalmia MD

Mr. Puneet Yadu Dalmia CEO,MD
Source: Company

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 RAMA INV CO PVT LTD 42.75

2 SITA INV CO LTD 7.44

3 Dharti Investment & Holdings 1.69

4 IEPF 1.46

5 JH DALMIA TRST 1.39

6 KAVITA DALMIA PARIVAR 1.39

7 Valiant Mauritius Partners Ltd 1.35

8 Franklin Resources Inc 1.34

9 KRITAGYATA TRUST 1.10

10 Dalmia Bharat Sugar & Industries 1.01
Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.


