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Macro / Political Commentary 

Ratings agency Fitch has said that economic reforms in India could support the country's 
medium-term growth. 
 
Fitch expects Indian government to undertake more reform measures over next few years and 
while it also expects reforms to also take place at state-level. 
 
Foreign brokerage Goldman Sachs earlier this week upgraded its India GDP forecast to a 
contraction of 10.3% in FY21, as against its earlier estimate of a negative growth of 14.8%. The 
Reserve Bank expects India's GDP to contract by 9.5% is in the ongoing fiscal because of the 
impact suffered by the economy during the COVID-19 pandemic. 
 
The GDP will stage an impressive recovery in FY22, with a growth of 13% on the low base and 
benefits of the vaccine, Goldman Sachs. 
 
"There is still a high degree of uncertainty around the outlook - and growth could significantly 
overshoot or undershoot these forecasts - depending on the course taken by the virus and 
vaccine-related developments in the coming year," it said. 
 
A meaningful rebound in economic activity will happen from 2021 itself, it said, adding that 
consumer-facing services sectors will stage a faster recovery. 
 
Moody's Investors Service had also earlier this week upped India's growth forecast to (-) 10.6% 
for the current fiscal, from its earlier estimate of (-) 11.5% saying the latest stimulus prioritises 
manufacturing and job creation, and shifts focus to longer-term growth. 
 
Last week, the government announced a new fiscal package amounting to around ₹2.7 lakh 
crore, which included production-linked incentive scheme for manufacturing units and 

enhanced credit guarantee programme for small businesses. 
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Capital Goods Emerges As Winners 
 

Index Value Weekly % 

BSE Oil & Gas 12897.43  (0.4) 

BSE SmallCap 16186.73  3.6  

BSE FMCG 11577.35  0.5  

BSE Mid Cap 16415.47  3.5  

BSE Healthcare 19737.13  (0.5) 

BSE Capital Goods 16966.00  7.6  

BSE Bankex 33687.67  3.2  

BSE Auto 19617.05  4.5  

BSE Power 1954.60  4.6  

BSE Sensex 30 43887.38  1.1  

BSE IT 21519.47  (0.3) 

BSE Metals 9658.08  3.0  

 
Tata Group Stocks Shine 
 

Gainers     

Bharti Infratel 217.50 20.4% 

Bajaj Finserv 8504.00 17.1% 

Tata Motors 169.45 15.8% 

Mahindra & Mahindra 716.25 13.7% 

Tata Steel 532.40 9.4% 

Losers     

Reliance Industries 1902.55 -4.7% 

Hero Motocorp 3000.10 -4.1% 

Indiabulls  Housing Finance 174.85 -4.0% 

Zee Entertainment 185.55 -3.7% 

Dr Reddy Lab 4680.00 -3.6% 
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Currency Value 
Weekly 

% 
 

Commodity INR 
Weekly 

% 
 

GoId 
Bond Yield 

Weekly 
% 

 $/INR 74.12 -0.7 
 

Crude (1 barrel) 
          

3,117  2.9 
 

10-year 5.88 0.0 

 €/INR 87.83 -0.3 
 

Gold (10 gm) 
        

50,075  -1.1 
 

5-year 5.06 -1.3 

 £/INR 98.31 0.2 
 

Silver (1 kg) 
        

61,930  -1.3 
 

1-year 3.38 0.2 

 ¥*/INR 0.71 0.0 
 

Copper (1 kg) 
              

548  2.0 
    * per 100 

Yen 

   

Aluminium (1 
kg) 

              
165  3.8 

    
 

  
Larsen & Toubro Emerges Lowest Bidder For Road Bridge Over River Brahmaputra 
 
Engineering and construction giant Larsen & Toubro Ltd. has emerged as the lowest bidder for a 
Rs 3,200 crore project to build a road bridge over the Brahmaputra river, according to a 
National Highways & Infrastructure Development Corporation official. 
 
It will be one of the longest road bridges over a river in the country and on completion will 
connect two eastern states - Assam and Meghalaya.The proposed bridge, around 18 km in 
length, which is considered as strategic, will connect Assam and Meghalaya, reducing the 
detouring road distance by about 203 km from Dhubri to Phulbari, which lie on the either side 
of the Brahmaputra before it flows into Bangladesh. 
 
L&T awarded biggest order ever for its Construction and Mining Equipment Businesses - To 
supply 46 units of Komatsu Mining Equipment to Tata Steel 
 
The Construction and Mining Equipment business of Larsen a Toubro, India's leading 
engineering, procurement and construction projects, manufacturing, defence and services 
conglomerate, has secured one of its biggest orders ever to supply 46 units of Komatsu Mining 
Equipment from Tata Steel. The order comprises of 41 units of Komatsu HD785-7 (100 Ton 
Dump Truck), three units of Komatsu WA900-3E0 (9 Cum Wheel Loader) and two units of 
Komatsu D275A-5R (410HP Crawler Dozer). The scope includes supply of equipment and full 
maintenance contract for 60,000 hours of equipment operation 
 
Commenting on this order, Mr. S. N. Subrahmanyan, CEO Et MD, Larsen Et Toubro said 
"Komatsu's superior products and LEtT's seamless support over the years, paved the way for 
securing this prestigious order and we look forward to partnering India's largest steel producer 
- Tata Steel, in their growth journey."  
 
Mr. Arvind K Garg, Executive Vice President Et Head - Construction Et Mining Machinery 
Business, L&T, said: "We are delighted to receive this prestigious order from our esteemed 
client, Tata Steel for their Iron Ore and Coal mines." 26 of these 46 units will be deployed at 
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Tata Steel's Iron Ore Mines at Joda, Noamundi and Khondbond in Odisha, while 20 units of 
Komatsu 100 Ton Dump Trucks will be deployed at Tata Steel's West Bokaro Coal Mines in 
Jharkhand 
 
L&T Construction Awarded another (*Mega) Contract to build India’s first High-Speed Rail 
Corridor 
 
The Transportation Infrastructure business of L&T Construction, the construction arm of Larsen 
& Toubro, has secured another Mega contract from the National High-Speed Rail Corporation 
Limited (NHSRCL) to construct 87.569 km of the Mumbai-Ahmedabad High Speed Rail (MAHSR) 
project, popularly referred as the Bullet Train project. This order to construct the C6 Package of 
MAHSR comes on the heels of the earlier one for the C4 Package of the project, the biggest EPC 
contract awarded in the country to date, involving the construction of a 237.1 km stretch.  
 
The scope of the MAHSR – C6 package includes the construction of viaducts, one station, 
major river bridges, maintenance depots, and other auxiliary works. This particular package 
represents 17.2% of the total length, running elevated from the outskirts of Vadodara to the 
outskirts of Ahmedabad in the State of Gujarat with one station at Anand / Nadiad.  
 
“This is yet another recognition of our capabilities to construct mega projects to speed and 
scale and we are grateful to the Government of India, Ministry of Railways, Indian Railway 
Board and NHSRCL for reposing faith in us to execute another huge package of this prestigious 
project,” said Mr S N Subrahmanyan, CEO & Managing Director, Larsen & Toubro. “The Bullet 
Train project is the first sure sign of our economy kick-starting again, certainly a huge shot in 
the arm for the Indian infrastructure sector and another opportunity to drive the Make in India 
and Atmanirbhar Bharat Abhiyan 
 
Mahindra’s tractor plant at Zaheerabad in Telangana to be Hub for New K2 Tractor Series 
 

 New K2 series is Mahindra’s most ambitious light-weight tractor program  

 With 4 platforms, Mahindra will introduce 37 models in various horsepower (HP) 
ratings, for both the domestic & international markets  

 K2 will bring incremental investments of Rs 100 crore into Mahindra’s Zaheerabad 
facility and double employment in the tractor plant by 2024 

 
Developed through close collaboration between the engineering teams from Mitsubishi 
Mahindra Agricultural Machinery of Japan and Mahindra Research Valley, India, the K2 series 
aims to create a lightweight tractor program for both domestic and international markets. The 
new series will enable Mahindra to introduce products across four new tractor platforms, in the 
Sub Compact, Compact, Small Utility and Large Utility tractor categories, covering 37 models 
across various HP points. The new series will cater to domestic as well as International markets 
including USA, Japan, and South East Asia. 
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Rajesh Jejurikar, Executive Director, Automotive & Farm Equipment Sector, M&M mentioned 
“As the world’s largest tractor manufacturer by volume, Mahindra is on an exciting path to 
developing the K2 series, one of our most ambitious tractor programs. This project is focused 
on diversity and scalability, to meet the varied expectations and different regional 
requirements of customers and markets across the world. Our Zaheerabad facility which has 
always received tremendous support from the Government of Telangana is very well equipped 
to meet this challenge and we hope to substantially improve employment opportunities 
through this project”. Established in 2012, Zaheerabad is Mahindra’s youngest and largest 
tractor manufacturing plant in terms of capacity. The facility also manufactures the company. 
Currently, Mahindra is the only tractor manufacturer in the state of Telangana and has 
invested close to Rs. 1,087 crores at its facility in Zaheerabad. The Farm Equipment 
manufacturing unit employs over 1,500 workers, with a capacity of over 1,00,000 tractors per 
year on a 2-shift basis. 
 
Syngene and Deerfield Discovery and Development (3DC) sign 5-year strategic collaboration 
 
Syngene International and Deerfield Discovery and Development Corporation (3DC), the drug 
discovery and development subsidiary of Deerfield Management Company (Deerfield), have 
signed an agreement to collaborate to advance therapeutic discovery projects, from target 
validation through to pharmacological proof of concept and preclinical evaluation. This five-
year collaboration unites the core skills of the investment management company Deerfield, 
through its drug discovery and development arm 3DC, and Syngene’s integrated drug discovery 
(IDD) services. 
 
Titan – Business Update 
 
Titan Company saw good traction across all its businesses in the festive season. The Jewellery 
business witnessed a mid-teens growth (around 15%) for the 30 day festive season starting 
from Dussehra till Diwali over the corresponding period last year, with a decent recovery in 
studded Jewellery sales. The Watches and Wearables business also did quite well in the festive 
season with recovery close to last year levels. Eyewear business has also witnessed good 
traction. 
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Key Data Points 

Industry CEMENT  

CMP 341.45 

52 Week High/Low 388/179.75 

Shares O/S (Cr) 11.77 

Market Cap (Rs Cr) 4017.84 

EPS 23.36 

P/E 13.95 

P/BV 2.39 

Beta 0.72 

 

Overview 

•  A member of the prestigious JK Organization a group known worldwide for its business 

legacy of more than a century, JK Lakshmi Cement has set new benchmarks in the cement 

industry in India. The company is presently headed by Mr. Bharat Hari Singhania, Chairman 

and Managing Director. The company had set up its first cement plant in 1982 with 0.5 mtpa 

capacity, which has now grown to a total cement capacity of 13.3 mntpa and clinker 

capacity of 8.1 mntpa. 

•  It has integrated units at Sirohi and Udaipur (both in Rajasthan) and Durg (Chhattisgarh); 

and grinding units at Jhajjar (Haryana) and Kalol and Surat (both in Gujarat). It has also set 

up another grinding unit at Odisha, which has commissioned last year. A strong network of 

about 7000+ cement dealers spread in the states of Madhya Pradesh, Chhattisgarh, 

Rajasthan, Gujarat, Uttar Pradesh, Uttarakhand, Punjab, Delhi, Haryana, Jammu & Kashmir, 

Maharashtra, Odisha and West Bengal has helped company to serve their customers far and 

wide, in different regions of India. 

•  Company specialize in manufacturing Cement, Gypsum Plaster, Ready Mix Concrete, 

company brand JK Lakshmi PRO +, is redefining the construction industry in India. It’s a truly 

breakthrough product which is suitable for modern India’s diverse construction needs. The 

product’s tagline ‘India, ab soch karo buland’ is inspired from company vision to create a 

technologically superior product for a new-age India. To maintain market leadership and 

boost the future growth of business, company continues to invest in research and 

JK LAKSHMI CEMENT LTD                                      BUY 

CMP: 341.45     Target: 389.54 |Upside Potential: 14.08% | Time Horizon: 12 Months 

 



 
 
 

   

                                                                                                                                                              Page 7 / 21 

 

development of high technology products and manufacturing processes in all cement plants 

across the country.  

Share Holding Pattern as on 30th Sept 2020  

Particulars Shares ( In Cr) Holding % 

Promoters   5.44 46.20% 

Mutual Funds 1.95 16.60% 

FPI/FII 1.17 9.90% 

Others 0.81 6.90% 

Public Non Institutional 2.39 20.30% 

Total 11.77 100% 
 

Public holdings more than 1% of the Total No.of Shares  

Name of the Shareholder 
Total Shares 

Held 
Shares as % of Total No. of 

Shares 

Franklin India Equity Fund 10,470,030 8.90% 

Axis Triple Advantage Fund 2,831,788 2.41% 

Aditya Birla Sunlife International Equity Fund 1,528,786 1.30% 

India Capital Fund Ltd 2,838,833 2.41% 

Government pension Fund Global 2,622,000 2.23% 

Arjuna Fund Pte Ltd 1,212,902 1.03% 

HDFC Life Insurance 3,769,912 3.20% 

LIC 1,300,717 1.11% 

Total  26,574,968 22.59% 
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Industry/Sector outlook:  

• After China, India is the worlds second largest cement producer and accounts for over 8% of 

the global installed capacity. The cement industry is one of the key drivers of the Indian 

economy and provides employment to over one million people. The housing or real estate 

sector accounts for almost 66 per cent of cement consumption in India, while the rest is 

split between public infrastructure (22 per cent) and industrial development (12 per cent).  

•  The outlook for the cement industry continues to remain favorable with expected demand 

from the housing sector, primarily rural and affordable housing and improved Government 

focus on infrastructure segments, mainly roads, railway and irrigation projects.  

•  The current capacity of cement industry is 520 mtpa and average capacity utilization 

remains between 65-70%. Like other commodity businesses, cement is a cyclical industry 

which is subject to peaks and troughs of growth every few years.  

•  During the peak phases, the demand growth reaches near double-digit levels, leading to 

sustained capacity utilisation at more than 90% and paving the way for fresh capacity 

addition. These periods of high growth are punctuated by the lean phases when demands 

tends to taper off causing capacity utilization to decline. 

•  The industry plays a crucial role in the development of the housing and infrastructure 

sector of the economy. It has strong linkage to other sectors such as infrastructure, 

construction, housing, transportation, coal, power, steel etc. It plays pivotal role in 

implementing various government schemes like Housing for All, Smart Cities, Concrete 

Highways, Dedicated freight Corridors, Clean India Mission, Ultra Mega Power Projects, 

Waterways etc. India’s cement demand is expected to reach 550-600 Million Tonnes per 

annum by 2025. 

•  Bureau of Indian Standards in India have specified 14 types of cements and clinker 

specification. These include Ordinary Portland Cement (OPC), Portland Pozzolana Cement 

(PPC), Portland Slag Cement (PSC), Composite Cement and other special purpose cements. 

Among all these, three most common cement types produced in India are OPC, PPC and 

PSC. Cement is one of the most technologically advanced industries in the country. The 

modern Indian cement plants are state-of-the-art plants and are comparable to the best in 

the world. 

•  The cement industry comprises of 144 integrated large cement plants 107 grinding units, 62 

mini cement plants and 5 clinkersation unit. Cement consumption in India is around 240 kg 

per capita against global average of 530 kg per capita, which shows significant potential for 

the growth of industry. The cement industry is highly cyclical in nature and its growth 

prospect is well tied up with the economic growth of the country. Important aspects to look 
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into cement industry are  a) Operating region demand supply dynamics b) Sources of raw 

material c) Power & Fuel d) Branding e) Capacity expansion f) Locational economics g) 

Product mix (OPC, PPC & PSC) h) Management quality. 

•  Challenges faced by cement industry in India are a) Excess capacity b) Availabilty of sands c) 

High logistic cost d) Availabilty of rake from railway e) Input Prices f) GST @28%.  

Q2 FY21 Result Update: 

Key Indicators: 

SALES Growth: 12% (Y-o-Y) 

EBITDA Margin excluding Other Income: 18%  

PAT Margin: 8%  

• JK Lakshmi Cement Sales grew 12% Y-O-Y to 1044.77Cr. Sales volume was severely 

impacted by lockdown restrictions during most part of the quarter Apr-June, however there 

has been a recovery in the volumes for Q2. Total Volume stood at 2.39 MNTPA , up by 16% 

on a YOY basis. This was on account of Strong demand from the North.  

• Realisation per Ton fell by 4% Y-O-Y to Rs 4371/Tone. The volumes are driven by pent up 

demand, infra structure projects and improved liquidity along with availability of labour in 

rural areas.  

•  EBITDA Margins excluding Other Income stood at 18%, a growth of 198 Basis points on a Y-

O-Y Basis. The major contributors to this were Power & fuel (due to lower pet coke prices). 

The current Pet coke inventory comes from the previous purchases. New inventory will be 

purchased and utilized in the next quarter. EBITDA per ton stood at Rs 781.26 , a YOY 

growth of 8%. 

•  The fuel mix of the company stands at 68% pet coke and balance coal and alternative fuel. 

The use of pet coke is higher in North plant compared to east plant. Going forward 40% of 

the total power generation would be from green energy sources as company would be using 

more of WHRS and alternative fuel after completion of ongoing projects. 

•  Net Profit stood at 80.58 Cr, a Y-O-Y growth of 76%.   

•  The pattern of lockdowns are very different in different regions – this is also one of the key 

reasons for the demand patterns to be remain very different in all regions of operations of 

JKLC – North, West & East.  

• Cement production for the quarter stood at 19.85 Lakh Tonne. Clinker production in this 

quarter was about 16.19 lakh tonne.  

•   RMC & Non Cement Revenue this quarter stands at 70 Cr.  
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• Trade Segment sales stood at 55% while blended cement is 61-63%.  Premium cement 

forms 21% of the trade sales during the quarter. 

• After easing of the lockdown and better demand recovery in its key market particularly the 

North and East region helped the company to grow volume by 16%. Better rural demand 

and improvement in demand from non trade channel was encouraging. The cement prices 

in North have improved due to sustain demand while prices in East partcularly in Odisha 

have declined  by Rs30/bag. Cement prices in West market remained stable. Management 

indicated improvement in prices post Diwali . Non trade prices increased by Rs.30 per bag . 

• The brownfield expansion of 2.5MTPA (1.5MTPA clinker) which had been on the cards has 

been announced this quarter. The expansion is going to take place on account of strong 

demand in the North. The company announced capacity expansion at its subsidiary Udaipur 

Cement Works Limited (UCWL) of 2.5 mntpa (Grinding Unit) and 1.5 mntpa (Clinker facility) 

along with WHRS plant to be operational by FY24. The capex will require a capital infusion of 

1400 Cr. The expansion will commence in FY22. The expansion is to be financed with a 

debt:equity ratio of 70:30  and part of the equity infusion will be from JK Lakshmi Cement. 

JKLC holds 73% stake in UCWL. 

• The rational for doing capex at UCWL is owing to lower fixed cost at UCWL compared to 

JKLC, availabilty of limestone mines and better priced North market.   

• Merger with UCWL: Since both companies have different tax structure and benefit under 

MAT is remained to be availed at parent level immediate merger can not happen but 

management indicated eventually it will happen which is at least 4 years away.  

•  Company is setting up 10MW Of WHR at Sirohi with capex of INR 150 Crore. This will help 

save cost of Operations.  

• Capex for the year FY21 will be Rs 150 Cr for the waste heat recovery plant at Sirohi. For FY 

22 at the parent level Capex is expected to be between 30-40 Cr.  

•  Outstanding debt as of Sept 2020 stands Rs1400 crore and Rs 250 crore will be repaid each 

year for the next two years. Cash on books is currently at Rs 700 Cr. Management indicated 

that debt to equity ratio will not extend beyond 1:1 during the expansion period. 

•  The company aims to maintain last year volume i.e. 9.3 Million.  
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Capacity Available 

JKLC Cement Clinker 

North 8.20 4.70 

East 3.50 2.00 

Standalone 11.70 6.70 

Subsidiary 1.60 1.24 

Consolidated Capacity 13.30 7.94 
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Profit & Loss Statement for Q2 FY 21 (Standalone) 

Particulars Q2FY21 Q2FY20 YOY Change 

Total Revenue from Operations 1,044.77  935.48 12% 

Raw Material Cost 250.45  190.04  32% 

Gross Profit 794.32  745.44  7% 

Employee Cost 79.92  77.22  3% 

Power & Fuel 205.85  208.97  -1% 

Transport, Clearing Forwarding charges 203.14  184.32  10% 

Other Expenses 118.69  126.28  -6% 

Operating Profit (Excl OI) 186.72  148.65  26% 

Operating Margin  18% 16%   

Depreciation 49.33 43.66  13% 

PBIT 137.39  104.99  31% 

Other Income 18.33 6.77    

Interest 38.11 39.01    

Exceptional Itams Gain/(Loss)                   -    0.00    

PBT 117.61  72.75  62% 

Provision for Tax 37.03 26.84    

Effective Tax Rate 31.5% 36.9%   

Profit After Tax 80.58  45.91  76% 

Consolidated Net Profit 80.58  45.91  76% 

Margin 8% 5%   

EPS  6.85  3.90    

 

 

18%

13%

8%

16%

11%

5%

EBITDA EBIT NP

Q2FY21

Q2FY20

Profitability Margins
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Particulars Q2FY20 Q2FY21 Variance % 

Volume 2.06  2.39  16% 

EBITDA 148.65  186.72  26% 

EBITDA Per Ton 721.60  781.26  8% 

Net sales 935.48  1,044.77  12% 

Realisation per Ton 4,541.17  4,371.42  -4% 

Operating Efficiency 16% 18% 2% 

 

Standalone Profit & Loss Statement  

Particulars FY18 FY19 FY20 

Total Revenue from Operations 3,514.19  3,882.34  4,043.50  

Raw Material Cost 778.38  817.67  851.33 

Gross Profit 2,735.81  3,064.67  3,192.17  

Employee Cost 234.95  269.01  311.96 

Power & Fuel 795.87  919.81  843.85 

Transport, Clearing Forwarding charges 872.59  953.32  817.57 

Other Expenses 421.04  507.53  546.41 

Operating Profit (Excl OI) 411.36  415.00  672.38  

Operating Margin  12% 11% 17% 

Depreciation 179.27 179.39 188.35 

PBIT 232.09  235.61  484.03  

Other Income 68.10 57.16 50.08 

Interest 197.48 188.34 164.42 

Exceptional Itams Gain/(Loss) 0.00 0.00 -30.23 

PBT 102.71  104.43  339.46  

24%

8%

20% 19%

11%

20%

8%

22%

20%

13%

Raw Material Cost Employee Cost Power & Fuel Transport, Clearing
Forwarding charges

Other Expenses

Q2FY21

Q2FY20

Cost as a % of sales 
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Provision for Tax 18.75 24.87 104.23 

Effective Tax Rate 18.3% 23.8% 30.7% 

Profit After Tax 83.96  79.56  235.23  

Consolidated Net Profit 83.96  79.56  235.23  

Margin 2% 2% 6% 

EPS  7.13  6.76  19.99  

 

Profitability Margins 

 

Volume FY 18 FY 19 FY 20 

Sales Volume 8.5 9.7 9.2 

EBITDA 411.36  415.00  672.38  

Net Sales 3,514.19  3,882.34  4,043.50  

Realisation Per Ton 4134.34 4002.41 4395.11 

EBITDA Per Ton 483.95 427.84 730.85 

Operating Efficiency 12% 11% 17% 
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Standalone Balance Sheet  

Particulars  FY 18  FY 19  FY 20  

Equity Share Capital 59 59 59 

Reserves 1394 1464 1654 

Long Term Borrowings 1398 1260 1078 

Long Term Provisions & Others 311 362 428 

Short-Term Borrowings  413 59 105 

Trade Payables  319 511 468 

Other Current Liab & Provisions  581 723 752 

Short-Term Provisions  13 18 5 

Total 4488 4456 4,549 

Net Block 3,021 3,050 2,955 

Non Current Investments 355 358 368 

Deffered Tax Assets 20 22 0 

Long Term Loans & Advances 88 87 100 

Current Investments  440 362 417 

Inventories 317 312 413 

Trade Recievables 97 107 88 

Short term Loans & Advances  120 121 154 

Cash & Equivalents 12 18 31 

Other Current Assets 19 19 23 

Total 4,489 4,456 4,549 
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Standalone Cash Flow Statement 

Particulars FY18 FY19 FY20 

Cash flow from Operating Activities       

EBT 102.71  104.43  339.46  

Adjustments for:   
 

  

Add: Depreciation 179.27 179.39 188.35 

Add: Interest Expenses / Finance Cost 197.48 188.34 164.42 

Other Non Operating Charges -63.38 -24.07 -11.00 

Change in Working Capital       

Trade Payables 48.59 272 43 

Inventories -39.39 5 -101 

Sundry Debtors 49.94 -10 22 

Cash Flow after Change in Working Capital 475.22  714.62  645.44  

Tax Paid -18.75 -24.87 -104.23 

Net Cash flow from Operating Activities 456.47  689.75  541.21  

Capital Expenditure   
 

  

     Purchase of Fixed Assets -137.95 -190.62 -92.36 

     Sale of Fixed Assets 1.08 1.8 5.84 

Purchase/Sale of Investments 56.31 106.53 -38.05 

 Loans & Advances & ICD -10 0 -40 

Interest Received 1.74 2.91 5.99 

Cash Flow from Investing -88.82 -79.38 -158.58 

Change in Equity Capital       

Change in Long Term Borrowing -186.83 -39.06 -193.09 

Change in Short Term Borrowing 36.66 -354.38 46.23 

Dividend & Dividend Dist. Tax -10.3 -11.12 -45.47 

Less: Interest Expenses / Finance Cost -204.57 -199.07 -174.04 

Cash Flow from Financing -365.04 -603.63 -366.37 

Net Cash   2.61  6.74  16.26  

Cash and Cash Equivalents as at the beginning of the year 8.98 11.59  18.33  

Cash and Cash Equivalents as at the close of the year 11.59  18.33  34.59  
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SWOT ANALYSIS  

Strength & Opportunity Factors: 

•  Exposure to North / East : North and Central India are well-placed to benefit from the 

elevated utilisation levels in the Indian cement industry. Cement prices in these regions 

have witnessed stable trends, while others have posted a gradual decline on account of 

muted demand. JK Lakshmi has 50% of its capacity with exposure to the North. Further 30% 

of the capacity is exposed to the high-growth East India. With capacity utilisations under 

80%, the company has capacity headroom to grow.  

•  One of the most cost efficient players: JK Lakshmi’s cost efficiency parameters are 

comparable with the best in the industry. With consistent improvement in performance on 

energy efficiency, the company now boasts of one of the lowest energy consumption 

parameters in the country for cement production. Additionally, JK Lakshmi has 

commissioned 7.5MW of WHR and 20MW of captive power plant at its facility in the East 

(25% of total capacity). Management expects costs saving of INR 180-200/t from these 

projects in its East India operations.  

•   Capacity Expansion : JK Lakshmi has more than doubled its capacity from 5.3MTPA to 

11.5MTPA since FY14. JKLC will start work on a 2.5mn MT brown-field expansion in Udaipur 

(Rajasthan) in FY22E after the COVID situation normalizes. This will reduce Capex cash 

outflow in FY21.  The new 2.5 MT Udaipur capacity will incur a total capex of Rs 1400Cr and 

same is likely to be commissioned by the end of FY24. 

• Improved Capital Structure : The company aims to reduce its debt holding by 200 Crore each 

year thus bringing the Debt / Equity ratio to 0.4. The company has sufficient liquidity to the 

tune of Rs.700 Crores to support the future expansion plan without significantly impacting 

the capital structure. This deleveraging of the Balance Sheet, which should continue in 

Financial Year 2020-21, would provide the company a firm platform to raise funds to finance 

its future expansion projects. 

•  Strong Brand Image : JKLC promoters have extensive experience in the cement industry 

expanding over several decades. Further company has strong brands and through extensive 

branding, sponsorship and promotional activities, it has created a niche for its product in its 

key markets. Apart from cement company also sells RMC, AAC Blocks, POP to offer value 

added products. JKLC Sixer Cement brand, since its launch has become one of the most 

sought-after cement brands in the states of Gujarat and Rajasthan. JKLC Sixer launch 

campaign during IPL created a highly successful platform for the brand that turned out to be 

the most successful story in the cement world.  
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•  Experienced Management: The company management has a long track record of 

operations in cement industry across various cycles. Since cement business is highly cyclical, 

relying on the economic growth of the country, presence of capable and experienced 

management offers operational comfort.  

•  Recovery in H2 FY21: With opening up of states, the demand from infrastructure will arise. 

This is will boost the company’s topline.  

Weakness & Threat Factors: 

• Regional demand supply mismatch: The regional demand supply dynamics plays most 

important role in the performance of Cement Company as cement is regional play. 

Realization and profitability gets impacted by regional demand supply change. 

•  Cyclicality of the cement industry: Cement industry is highly cyclical in nature and depends 

largely on the economic growth of the country. There is a high degree of correlation 

between the GDP growth and the growth in cement consumption. The contraction in 

economic growth also hampers cement industry. 

• High dependence on Real Estate Sector: The real estate industry has already been affected 

due to GST, Demonetization and Covid has led to an even further decline. High dependence 

on this sector can affect the company’s top line. 

•  Fluctuation in input prices: Fluctuation in prices of input such as coal, pet coke, limestone, 

fly ash and slags , power and fuel affects cost structure of cement company. JKLC is also 

exposed to such fluctuation in input prices and any large variation may impact the 

profitability of the company.  
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Valuation: 

The company has achieved significant economies of scale & cost optimization through reduction in 

Logistic Cost & Power & Fuel cost. They have also reduced their power cost through their waste 

heat power generation model.  A Complete eye on cost optimization &significant generation of cash 

will help the companies operating efficiency.  

 We expect the company to overcome the Covid 19 Shock. We expect the FY 21E revenue to rise 2% 

to Rs 4124.37 Cr & FY 22 Revenue to rise by 12.5% YOY. With significant cash generation, the 

company has guided that they will reduce the debt by 200 Cr, Increase Capacity Expansion 2.5MTPA 

(1.5MTPA clinker) . We expect the company to make a huge comeback in FY 22.  

We are valuing the companies Enterprise Value based on 6.70 times the EBITDA of FY 22 on account 

of Higher Cash Generation, Capacity Expansion, Power & Fuel Conservation & Deleveraging. This 

translates into a Target Price 389.54 implying an upside of 14.08% from current levels.  

Particulars 2020 2021 E 2022 E 

Revenue 4043.50 4124.37 4639.92 

EBITDA 672.38 742.39 788.79 

EBITDA Margin 17% 18% 17% 

MV equity 3100.00 3854.32 4584.86 

Net Debt 800 600 700 

EV/EBITDA 5.80 6.00 6.70 

Share Price 263.38 327.47 389.54 
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DISCLAIMERS AND DISCLOSURES- 

Latin Manharlal Securities Private Limited (CIN-U67120MH1997PTC110873) and its affiliates are a full-
service, brokerage, investment banking, investment management, and financing group. Latin Manharlal 
Securities Private Limited (LMSPL) along with its affiliates are participants in virtually all securities 
trading markets in India. LMSPL was established in 1997 and is one of India's leading brokerage and 
distribution house. LMSPL is a corporate trading member of Bombay Stock Exchange Limited (BSE), 
National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). LMSPL along 
with its subsidiaries offers the most comprehensive avenues for investment sand is engaged in the 
businesses including stock broking (Retail), commodity broking, depository participant, insurance 
broking and services rendered in connection with distribution of primary market issues and financial 
products like mutual funds, fixed deposits.  
 
LMSPL is under the process of seeking registration under SEBI (Research Analysts) Regulations, 2014. 
LMSPL hereby declares that it has not defaulted with any stock exchange nor its activities were 
suspended by any stock exchange with whom it is registered in last five years. 
 
LMSPL offers research services to clients as well as prospects. The analyst for this report certifies that all 
of the views expressed in this report accurately reflect his or her personal views about the subject 
company or companies and its or their securities, and no part of his or her compensation was, is or will 
be, directly or indirectly related to specific recommendations or views expressed in this report. 
 
Other disclosures by Latin Manharlal Securities Private Limited (Research Entity) and its Research 

Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject company(s) 

covered in this report-: 

LMSPL or its associates may have financial interest in the subject company. 
Research Analyst or his/her relative’s financial interest in the subject company. (NO) 
 
LMSPL or its associates and Research Analyst or his/her relative’s does not have any material conflict of 
interest in the subject company. The researches Analyst or research entity (LMSPL) have not been 
engaged in market making activity for the subject company. 
 
LMSPL or its associates may have actual/beneficial ownership of 1% or more securities of the subject 
company at the end of the month immediately preceding the date of publication of Research Report. 
Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the 
subject company at the end of the month immediately preceding the date of publication of Research 
Report:(NO) 
 
LMSPL or its associates may have received any compensation including for investment banking or 
brokerage services from the subject company in the past 12 months. LMSPL or its associates may have 
received compensation for products or services other than investment banking or brokerage services from 
the subject company in the past 12 months. LMSPL or its associates may have received any compensation 
or other benefits from the Subject Company or third party in connection with the research report. Subject 
Company may have been client of LMSPL or its associates during twelve months preceding the date of 
distribution of the research report and LMSPL may have co-managed public offering of securities for the 
subject company in the past twelve months. 
 
 
 
The research Analyst has served as officer, director or employee of the subject company: (NO) 
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LMSPL and/or its affiliates may seek investment banking or other business from the company or 
companies that are the subject of this material. Our salespeople, traders, and other professionals may 
provide oral or written market commentary or trading strategies to our clients that reflect opinions that 
are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may 
make investment decisions that may be inconsistent with the recommendations expressed herein. In 
reviewing these materials, you should be aware that any or all of the foregoing, among other things, may 
give rise to real or potential conflicts of interest including but not limited to those stated herein. 
Additionally, other important information regarding our relationships with the company or companies 
that are the subject of this material is provided herein. This report is not directed to, or intended for 
distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, 
state, country or other jurisdiction where such distribution, publication, availability or use would be 
contrary to law or regulation or which would subject LMSPL or its group companies to any registration 
or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer 
to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official 
confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be 
construed as official confirmation of any transaction. No part of this document may be distributed in 
Canada or used by private customers in United Kingdom. All material presented in this report, unless 
specifically indicated otherwise, is under copyright to LMSPL. None of the material, nor its content, nor 
any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, 
without the prior express written permission of LMSPL . All trademarks, service marks and logos used in 
this report are trademarks or registered trademarks of LMSPL or its Group Companies. The information 
contained herein is not intended for publication or distribution or circulation in any manner whatsoever 
and any unauthorized reading, dissemination, distribution or copying of this communication is 
prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure 
Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board 
of India before investing in Indian Securities Market. In so far as this report includes current or historic 
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 
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