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JK Lakshmi Cement

Demand picking up; margin to look up

We maintain our BUY rating on JK Lakshmi (JKLC) with an unchanged target
price of INR 872/share (9x FY27E consolidated EBITDA), post our interaction
with the management. After a flattish FY25, we estimate JKLC’s volume growth
to accelerate to 9% CAGR during FY25-27E on the ramp-up of its north
expansion. The company has launched a brand enhancement exercise and is
also beefing up its green energy infrastructure along with a further reduction
in lead distance. Falling fuel prices are also expected to further cushion the
margin compression (from poor pricing) in FY25 and add to margin recovery
from FY26 onwards. Subsequently, we estimate unit EBITDA to rebound from
a six-year low of INR 648 per MT in FY25E to INR 863/968 per MT in FY26/27E.
Ongoing expansions should lead to consolidated capacity increasing to 22.5mn
MT by FY28 (from 16.5mn MT in FY24).

" Volumes and pricing have improved post Q3FY25: During Q4FY25,
management is confident of delivering more than 8% YoY volume growth as
against +2/-4% YoY in Q3/H1FY25. Demand has picked up, and JKLC is
ramping up its sales across the northern and eastern regions. For FY26, JKLC
is confident of growing slightly ahead of the industry. Cement prices have
also improved QoQ, and the company expects its NSR to improve by ~INR
100/MT QoQ in Q4FY25.

= New brand launch to boost premiumization and profitability: On January
15, 2025, JKLC launched the premium brand Green+ across all its markets and
has priced it at ~INR 25/bag higher than its existing premium brand PRO+.
Furthermore, JKLC stated that market response is healthy, and hence
anticipates a substantial rise in Green+ sales over the coming years. Therefore,
in the upcoming years, JKLC expects an increase in sales of premium cement
and an overall NSR/unit EBITDA gain of ~INR 100/70 per MT.

= Cost rationalization efforts continue: In line with the other cement
companies, JKLC is also working on various cost reduction programs. It aims
to increase the share of green power and fuel while lowering lead distance.
Some of these milestones have been covered, and more are anticipated. The
share of low-cost green power consumption has steadily increased from
25/35% in FY22/23 to 39/47% in FY24/25E. In FY26, it will further increase to
~51%, and JKLC is targeting >60% over the next three years. Similarly, the
thermal substitution rate (TSR) will expand to ~15% in FY26 from 7/10% in
FY24/25E. Logistics-wise, it lowered its lead distance from ~400 km in FY23 to
~385/375 km in FY24/25 and is expected to further lower it to ~365 km by the
end of FY26. Cumulatively, these efforts will reduce its unit opex by ~INR
50/25 per MT in FY25/26E, in our view.

® Fuel price corrections to further assist margin uptick: Falling fuel prices have
cooled off JKLC’s consolidated fuel cost by ~INR 160 per MT YoY in FY25. We
estimate if fuel prices remain stable around Q3FY25 levels, it will lead to
further savings of ~INR 25 per MT in FY26E. Thus, overall, JKLC’s cement
opex should reduce by ~INR 260 per MT during FY24-26E, cushioning against
the sharp price fall seen in FY25. In our view, an increase in cement prices
from FY26 onwards and brand premiumization gains should drive up the
EBITDA margin from a six-year low of ~INR 648 per MT in FY25E to ~INR
863/968 in FY26/27E.
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= Targeting to double non-cement revenues in the next three years: JKLC's
non-cement revenue has doubled to INR 5.5bn during FY21-24. The company
currently operates four AAC block plants and 22 RMC plants. Over the
following three years, it plans to add two more AAC block facilities and
increase the total number of its RMC plants to 50. These would help JKLC to
double its non-cement revenues to INR 10bn over the next three years.

=  Concerns over Sirohi limestone mines: The management noted that most of
its limestone mines at Sirohi are scheduled to go for an auction in 2030.
However, JKLC is in talks with the government to seek an extension of the
expiring mining lease without holding an auction. Even in the case of an
auction, JKLC is confident of retaining the same with an expected increase in
the royalty. These mines can sustain the current production run rate at Sirohi
until 2050-55.

= Expansion progress: Phase 1 of the Surat SGU expansion by 0.8mn MT is
under a trial run, and the remaining 0.55mn MT will become operational by
Jun’25. The work on the long-pending limestone conveyor belt in Durg will
start in early FY26 (requisite approval is expected in the month of Mar-25) and
should become operational during FY26E. The 2.3mn MT brownfield clinker
unit at Durg and 1.2mn MT GU each at Durg and Prayagraj will be
operational by FY27. In Phase 2, 1.2/Imn MT SGUs in Bihar and Jharkhand
will come up in FY28. These will increase the consolidated capacity to
20.3/22.5mn MT in FY27/28. Additionally, the greenfield northeast expansion
will add another 1.5mn MT by FY29E, increasing its capacity to 24mn MT. In
its vision of 30mn MT by 2030, JKLC is building in greenfield expansions in
Gujarat and Rajasthan. JKLC maintained its capex outgo guidance of INR
8/10/15bn in FY25/26/27E towards these expansions.

® Maintain BUY: We remain positive on JKLC’s growth prospects (both on
volume and margin). Thus, we estimate the company to deliver a 6%
consolidated volume CAGR during FY24-27E (despite flattish FY25E). This
implies a 9% volume CAGR during FY25-27E. Subsequently, we estimate unit
EBITDA to rebound from a six-year low of INR 648 per MT in FY25E to INR
863/968 per MT in FY26/27E. Furthermore, we estimate its consolidated net
debt to EBITDA to cool off to remain under 2x during FY26/27E. We currently
value the company at 9x its FY27E consolidated EBITDA. We maintain our
BUY rating with an unchanged target price of INR 872/sh.

Key operational assumptions
FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E

Cement Cap (mn MT) 125 125 133 133 140 140 165 179 203 225
Sales Volume (mn MT) 9.5 10.8 9.7 104 112 115 120 121 132 144
YoY change (%) 19.7  13.6 (9.9) 7.5 7.2 2.6 44 1.0 9.0 9.0
Utilisation (%) 759 863 731 786 800 82.0 727 678 652 641
(Rs/ MT trend)

NSR 3,949 4,002 4,490 4,524 4,840 5,617 5,662 5,067 5194 5,324
YoY change (%) 7.2 1.3 122 0.8 7.0 16.1 0.8 (10.5) 25 2.5
Input cost 1,835 1,803 1,815 1,835 2,106 2,784 2,665 2,338 2,280 2,257
Logistics costs 1,000 971 879 886 982 1,095 1,101 1,046 1,056 1,067
Fixed cost 659 807 975 905 903 1,007 1,018 1,035 995 1,031
Total Opex 3,494 3,581 3,669 3,626 3,991 4,887 4,784 4,419 4,331 4,356
YoY change (%) 8.6 2.5 24 (1.2) 101 225 (2.1) (7.6) (2.0) 0.6
EBITDA 455 421 821 898 849 730 878 648 863 968

Source: Company, HSIE Research
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Capacity expansion pace to pick up to support healthy Consolidated volume is expected to clock 9% CAGR

volume growth

during FY25-27E
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Consolidated Income Statement
YE Mar (INR mn) FY22 FY23 FY24 FY25E FY26E FY27E
Revenues 54,199 64,515 67,885 61,364 68,559 76,598
Growth % 14.6 19.0 52 9.6) 11.7 11.7
Raw Material 10,694 13,044 14,506 14,212 15,491 16,885
Power & Fuel 12,893 18,935 17,448 14,098 14,598 15,594
Freight Expense 10,994 12,582 13,201 12,667 13,945 15,352
Employee cost 3,628 3,877 4,176 4,427 4,692 5,303
Other Expenses 6,482 7,690 8,032 8,112 8,436 9,533
EBITDA 9,507 8,387 10,522 7,849 11,397 13,932
EBIDTA Margin (%) 17.5 13.0 15.5 12.8 16.6 18.2
EBITDA Growth % 1.3 (11.8) 254 25.4) 45.2 22.2
Depreciation 2,235 2,283 2,460 2,997 3,554 4,172
EBIT 7,272 6,104 8,062 4,853 7,843 9,759
Other Income 683 575 681 448 386 333
Interest 1,422 1,334 1,504 1,810 1,562 2,025
PBT 6,534 5,345 7,239 3,490 6,668 8,068
Tax 1,488 1,654 2,446 1,169 2,134 2,582
Minority Int 141 105 163 70 133 161
RPAT 4,636 3,586 4,718 2,251 4,401 5,325
EO (Loss) / Profit (Net Of Tax) (270) - 89 - - -
APAT 4,906 3,586 4,629 2,251 4,401 5,325
APAT Growth (%) 10.7 (26.9) 29.1 (61.4) 95.5 21.0
Source: Company, HSIE Research
Consolidated Balance Sheet
YE Mar (INR mn) FY22 FY23 FY24 FY25E FY26E FY27E
SOURCES OF FUNDS
Share Capital 589 589 589 589 589 589
Reserves And Surplus 24,463 27,450 31,278 33,304 37,045 41,571
Total Equity 25,052 28,039 31,867 33,893 37,633 42,159
Long-term Debt 18,723 18,659 18,715 19,123 20,532 24,941
Short-term Debt 143 138 2,126 2,126 2,126 2,126
Total Debt 18,865 18,797 20,840 21,249 22,658 27,066
Deferred Tax Liability 531 1,327 2,651 2,651 2,651 2,651
Long-term Liab+ Provisions 3,439 3,739 3,790 3,942 4,103 4,272
TOTAL SOURCES OF FUNDS 48,154 52,272 60,851 63,508 68,951 78,217
APPLICATION OF FUNDS
Net Block 35,358 35,270 51,481 54,735 56,681 74,509
Capital WIP 2,512 8,902 3,832 5,082 10,082 3,082
Other Non-current Assets 1,761 1,833 2,430 2,765 2,765 2,765
Total Non-current Investments 151 151 345 345 345 345
Total Non-current Assets 39,781 46,157 58,088 62,927 69,873 80,701
Inventories 5,810 8,416 9,912 8,591 8,913 9,192
Debtors 352 654 443 614 686 766
Cash and Cash Equivalents 12,099 8,504 6,397 4,854 3,678 2,705
Other Current Assets (& Loans/adv) 1,220 1,677 1,660 1,660 1,660 1,660
Total Current Assets 19,481 19,252 18,412 15,718 14,936 14,322
Creditors 3,660 5,860 5,560 4,909 5,485 6,128
Other Current Liabilities & Provns 7,448 7,276 10,089 10,228 10,373 10,678
Total Current Liabilities 48,154 52,272 60,851 63,508 68,951 78,217
Source: Company, HSIE Research
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Consolidated Cash Flow
YE Mar (INR mn) FY22 FY23 FY24 FY25E FY26E FY27E
Reported PBT 6,263 5,345 7,325 3,490 6,668 8,068
Non-operating & EO Items (855) (567) (741) (448) (386) (333)
Interest Expenses 1,422 1,334 1,504 1,810 1,562 2,025
Depreciation 2,235 2,283 2,460 2,997 3,554 4,172
Working Capital Change (1,277) (1,145) (430) 456 488 758
Tax Paid (988) (909) (1,126) (1,169) (2,134) (2,582)
OPERATING CASH FLOW (a) 6,800 6,342 8,992 7,136 9,751 12,108
Capex (3,661) (7,320)  (10,060) (7,500) (10,500) (15,000)
Free Cash Flow (FCF) 3,138 (978) (1,069) (364) (749) (2,892)
Investments (3,264) 4,070 818 - - -
Non-operating Income 274 255 442 448 386 333
INVESTING CASH FLOW (b) (6,651) (2,995) (8,800) (7,052) (10,114) (14,667)
Debt Issuance/(Repaid) 1,952 (566) 1,420 409 1,409 4,409
Interest Expenses (1,401) (1,505) (2,033) (1,810) (1,562) (2,025)
FCFE 3,689 (3,049) (1,682) (1,765) (902) (508)
Share Capital Issuance - - - - - -
Dividend (443) (587) (674) (225) (660) (799)
FINANCING CASH FLOW (c) 108 (2,658) (1,287) (1,626) (813) 1,585
NET CASH FLOW (a+b+c) 257 689 (1,095) (1,543) (1,176) (973)
Closing Cash & Equivalents 8,588 12,788 7,409 4,854 3,678 2,705

Source: Company, HSIE Research

Key Ratios

FY22 FY23 FY24 FY25E FY26E FY27E
PROFITABILITY %
EBITDA Margin 17.5 13.0 18,5 12.8 16.6 18.2
EBIT Margin 13.4 9.5 11.9 79 114 12.7
APAT Margin 9.1 5.6 6.8 37 6.4 7.0
RoE 21.1 13.3 14.9 6.5 11.7 12.7
RolIC (pre tax) 22.5 17.8 18.9 9.3 14.4 15.3
RoCE (pre tax) 17.6 13.3 15.5 8.5 12.4 13.7
EFFICIENCY
Tax Rate % 22.8 30.9 33.8 33.5 32.0 32.0
Fixed Asset Turnover (x) 1.1 1.3 1.1 0.8 0.9 0.8
Inventory (days) 39 48 53 51 47 44
Debtors (days) 2 4 2 4 4 4
Other Current Assets (days) 20 20 22 26 24 21
Payables (days) 25 33 30 29 29 29
Other Current Liab & Provns (days) 73 62 75 84 77 71
Cash Conversion Cycle (days) (36) (24) 27) (32) (32) 32)
Net Debt/EBITDA (x) 0.7 1.2 14 2.1 1.7 1.7
Net D/E 0.3 0.4 0.4 0.5 0.5 0.6
Interest Coverage 51 4.6 54 2.7 5.0 4.8
PER SHARE DATA (Rs)
EPS 41.7 30.5 39.3 19.1 37.4 452
CEPS 60.7 49.9 60.2 44.6 67.6 80.7
Dividend 5.0 3.8 6.5 1.9 5.6 6.8
Book Value 2152 2414 285.3 303.1 336.0 375.8
VALUATION
P/E (x) 17.3 23.7 18.4 37.7 19.3 16.0
P/Cash EPS (x) 12.4 14.5 11.8 16.2 10.7 8.9
P/BV (x) 34 3.0 27 25 23 2.0
EV/EBITDA (x) 9.7 114 9.6 13.1 9.3 8.0
EV/MT (Rs bn) 6.57 6.83 6.13 5.78 5.23 4.96
Dividend Yield (%) 0.7 0.5 0.9 0.3 0.8 0.9

Source: Company, HSIE Research
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