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Strong Quarter: Positive Outlook

RESULT UPDATE Sagar Cement’s Q1 numbers were a positive surprise as Revenue/EBITDA/PAT beat
Sector: Cement Rating: BUY  ggtimates due to better-than-expected realizations. Revenue grew by 19.6% YoY
CMP: Rs 269 Target Price: Rs 326 (+1.9% QoQ) to Rs6.7bn vs our est. of Rs5.6bn. This growth was supported by
stock Info volumes as well as realizations. Volumes wer? up. by _11.5% YoY (-15.4% QoQ) to
Sensex/Nifty 82,200/ 25,167 1.43mt (vs our est. of 1.35mt). Blended Realization improved by 7.3% YoY and
Bloomberg SGCIN 20.4% QoQ to Rs4,690/tn. EBITDA rose sharply on both YoY and QoQ basis.
Equity shares (mn) 131 EBITDA/tn doubled on YoY basis and stood at Rs849 vs Rs364 in Q1FY25 due to
52wk Aigh/llow Rs.279/ 155 stronger realizations and improved opex/tn. EBITDA margin expanded by 978bps
Face value Rs.2  YoY to 18.1%. Raw material cost/tn saw a substantial decline of 50.6% on a YoY
M-Cap Rs.34Bn/ USD 0.4Bn basis and 48.6% QoQ and stood at Rs360. Power and fuel cost/tn declined
3-m Avg traded value Rs 34Mn marginally by 1.1% YoY but rose 12.1% on QoQ basis to Rs1,574. Freight cost/tn
increased 7.2% YoY and 10.2% QoQ to Rs906. Opex/tn declined by 8.5% YoY and
Financial Snapshot (Rs bn) 1.1% QoQ to Rs3,615. The company reported a net profit of Rs75mn after
Y/E Mar FY25 FY26E  FY27E consistently reporting net loss in the past 4 quarters. Trade Volumes stood at 52%
éaBlliSDA Zi'i 22'2 2?'2 of total sales vs 53% in Q1FY25. Average lead distance for the quarter was 255kms,
DAT (1.8) o1 07 same as Q1FY25. Debt to equity ratio stood at 0.86x (vs 0.74x in Q1FY25). Capacity
EPS (Rs) 134 1.0 52 utilization for the quarter stood at 54%. The clinker conversion ratio improved to
PE (x) 165 231.9 423 1.41x vs 1.37x last quarter. The share of blended cement during the quarter stood
EV/EBITDA (x) 29.4 9.8 7.7 at 52%. The company is trading at 9.8x/7.7x FY26E/FY27E EV/EBITDA. We forecast
ROE (%) -9.6 0.7 3.9 a 14%/96% CAGR in revenue/EBITDA over FY25-FY27E backed by an 8% volume
RoCE (%) -1.6 3.1 4.4 growth rate. We revise our Revenue/EBITDA estimates upwards by 5.8%/48.5% for
Dividend yield (%) 0.0 0.0 0.0 FY26E and 3.3%/19.1% for FY27E backed by stronger realizations. We raise our
target price to Rs326 and maintain BUY, valuing the company at 10x FY27E
Shareholding pattern (%) EV/EBITDA.
Jun-25  Mar-25 Dec-24
Promoter 483 483 48.3  Capacity Expansion Update: Sagar Cements’ expansion plan at Dachepalli to increase
—Pledged - - - clinker capacity from 1.85 MTPA to 2.31 MTPA and cement capacity from 2.25 MTPA
Fil 2.6 2.6 2.6 to 3.0 MTPA is progressing as per schedule and is expected to be completed by end
DIl 17.9 18.0 17.9 of FY26. The company is also enhancing grinding capacity at its Jeerabad (MP) facility
Others 31.2 31.1 31.2

from 1.0 MTPA to 1.5 MTPA at a capex of Rs1.2 bn, to be funded through a mix of
Stock Performance (1-year) internal accruals and debt. In addition, a 6 MW solar power plant is planned at
250 Jeerabad at a cost of Rs0.2 bn, also funded through the same means.
270

250 Valuation & outlook
230
210
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On the back of robust demand and a strong pricing landscape, SGC is well on track to

170 improve efficiency and profitability through its various cost initiatives. The company

0t —r— 71— 1 oo is aggressively working towards ramping up its green power share and its massive

3 Eﬂ :g g 3 E E % E :a ;a g 3 capex towards upgrading the Dachepalli plant will rope in substantial cost savings.

—Sagar Cements —Sensex We believe the company is well positioned to leverage stable input prices and

enhanced operating efficiency with higher utilization once the new plants are

Sudeep Anand commissioned. We maintain a BUY on the company with a TP of Rs326 valuing the
sudeepanand@systematixgroup.in company at 10x FY27E EV/EBITDA.
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Con Call key takeaways
Cost:

e Power and fuel costs rose in Q1, driven by higher clinker production as the
company is building up inventory ahead of the scheduled maintenance
shutdown at its Andhra Pradesh plant

e Freight cost/tn is expected to remain in the same range due to increased
movement of volumes from the AP plant

e EBITDA/tn for FY26 is guided at Rs600/tn
Price Scenario

e |nQ1, region-wise price hikes were seen in AP & Telangana (Rs50-55/bag), Tamil
Nadu (Rs35-40/bag), Maharashtra (Rs20/bag), and Odisha (Rs10-15/bag), while
MP remained flat

e Prices in the geographies they operate have declined by Rs5/bag from the Q1
exit levels

Guidance
e Reiterate 6mt volume in FY26

e The management is positive about the demand outlook in the southern region
and expects the demand to grow 8 to 9% in FY26

Capex

e Rs 360Cr is guided for FY26 out of which Rs 260Cr is allocated to the Andhra
Pradesh plant, Rs 80Cr at Jeerabad and Rs 20Cr maintenance capex

e FY27 capex of Rs 150Cr is estimated

e Grinding unit at AP and Dachepalli to be commissioned between Q4FY26 and
Q1FY27

o Capex will be funded through a mix of debt and internal accruals
Balance Sheet

e The company’s gross debt and net debt stand at Rs15.5bn and Rs13.7bn
respectively.

Others

e Vizag land sale expected to be concluded by end of FY26

Systematix Research is also available on Bloomberg SSSL <Go>, Thomson & Reuters Systematix Shares and Stocks (India) Limited
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Exhibit 1: Result snapshot
Particulars (Rs mn) Q1FY26 QIFY25 Q4FY25 Yo (%) QoQ (%) Estima::: De"iat:f;;
Revenue (Incl.00I) 6,707 5,606 6,580 19.6 1.9 5,560 20.6
EBITDA 1,215 467 368 160.1 229.8 590 105.7
EBITDA Margin (%) 18.1 8.3 5.6 978bps 1251bps
PBT 239 (476) (654) - -
Tax 164 (154) (195) - -
Effective Tax Rate (%) 68.7 32.3 29.8 - -
Recurring PAT 75 (322) (459) - - (305) (124.5)
Extord. Items - - 272 - -
Reported PAT 75 (284) (731) - - (305) (124.5)
PAT Margin (%) 1.1 (5.1) (11.1) - -
Blended Realization (Rs/tn) 4,690 4,369 3,894 7.3 20.4
Total volumes (mt) 14 1.3 1.7 11.5 (15.4)
Capacity Utilization (%) 54 49 64 560bps (990)bps
Blended EBITDA (Rs/tn) 849 364 218 133.3 289.8
Per ton cost (Rs) Q1FY26 Q1FY25 Q4FY25 YoY (%) QoQ (%)
Raw Material Cost 360 730 702 (50.6) (48.6)
Staff Cost 238 237 203 0.2 16.9
Power and Fuel Cost 1,574 1,593 1,405 (1.1) 12.1
Freight Cost 906 844 821 7.2 10.2
Other Expenditure 537 548 523 (2.2) 2.6
Total Cost 3,615 3,952 3,654 (8.5) (1.1)
Source: Company, Systematix Institutional Research
Exhibit 2: Change in estimates
Key parameters FY26E FY27E
(Rs bn) old New % Chg Old New % Chg
Volume (mtpa) 6.0 6.0 (0.3) 6.5 6.5 (0.6)
Revenue 25 27 5.8 28 29 33
EBITDA 2.9 4.3 48.5 4.5 5.4 19.1
Net profit -0.7 0.1 - -0.2 0.7 -
FDEPS (Rs) (5.5) 1.0 - 21 5.7 -
Source: Company, Systematix Institutional Research
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Exhibit 3: Quarterly sales volumes
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Source: Company, Systematix Institutional Research

Exhibit 4: Quarterly NSR rose 7.3% as cement prices recovered considerably in the southern region
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Source: Company, Systematix Institutional Research

Exhibit 5: Blended EBITDA/tn improved to Rs849 in Q1FY26 vs Rs364 in Q1FY25
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Source: Company, Systematix Institutional Research
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Exhibit 6: P&F Cost/tn marginally down by 1% YoY & up 12.1% QoQ Exhibit 7: Freight Cost/tn grew 7.2% YoY and 10.2% QoQ
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Exhibit 8: RM Cost/tn fell sharply by 50.6% YoY & 48.6% QoQ Exhibit 9: Employee Cost/tn was flat YoY but up 16.9% QoQ
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Exhibit 10: Other expenses/tn fell 2.2% YoY and 2.6% QoQ Exhibit 11: Margin stood at 18.1% in Q1FY26 vs 8.3% in Q1FY25
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Exhibit 12: Plant wise capacity
. Captive Thermal Green Limestone
Plants Capacity power Power energy resources Markets
MTPA MW MW MW MnT

Integrated Plant
Mattampally, Telangana 3.0 28.2 18.0 10.2 392.3 AP, TS, TN, OD, MH
Gudipadu, Andhra Pradesh 1.3 31.0 25.0 6.0 164.0 AP, KA, TN, TG,KE
Jeerabad, Madhya Pradesh 1.0 5.4 5.4 70.7 Westeran\:I_IP, Gl RJ,
Dachepalli, Andhra Pradesh 2.2 30.0 30.0 315 TG, AP, TN & KA
Grinding Unit
Bayyavaram, Andhra Pradesh 1.5 8.4 8.4 AP and South OD
Jajpur, Odisha 1.5 oD, WB, JH
Total 10.5* 97.0 73.0 24.0 828.1

Source: Company, Systematix Institutional Research, * excludes Vizag

Exhibit 13: Vision to double every 10 years
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Exhibit 14: Valuation Summary
EBITDA Multiple Enterprise Value
FY27E
(Rs bn) (X) (Rs bn)

Cons. EBITDA 5 10 54
Less: net debt / (cash) 13
Add: CWIP 1
Equity value 43
Target price per share 326

Source: Company, Systematix Institutional Research
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Exhibit 15: Key assumptions table

Particulars FY21 FY22 FY23 FY24 FY25 FY26E FY27E
Cement sales volume (mt) 3.2 3.6 4.8 5.5 5.5 6.0 6.5
Blended Realisation (Rs/ton) 4,285 4,436 4,645 4,546 4,097 4,505 4,552
EBITDA (incl. other income) (Rs/tn) 1,251 766 319 446 256 721 836
Per ton cost

Raw material 749 626 880 747 782 797 805
Employee cost 239 238 207 213 242 246 249
Power & Fuel 817 1,433 1,862 1,728 1,446 1,406 1,353
Freight 732 774 810 857 833 812 797
Other expense 497 600 568 555 539 522 512
Total Cost 3,034 3,670 4,326 4,099 3,841 3,783 3,716

Source: Company, Systematix Institutional Research
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FINANCIALS (CONSOLIDATED)

Profit & Loss Statement

FY24

FY25

FY27E

Balance Sheet

YE: Mar (Rs mn) Fy23 FY26E YE: Mar (Rs mn) FY23 FY24 FY25 FY26E FY27E
Net Sales 22,295 25,046 22,576 26,945 29,408 Equity share capital 261 261 261 261 261
Growth (%) 39.6 12.3 (9.9) 19.4 9.1 Reserves & surplus 19,685 19,151 16,967 17,091 17,837
Expenditure 20764 22,587 21,166 22,631 24,008  etworth 19,946 19,412 17228 17,353 18,098
Minority Interest 702 785 715 700 700
EBITDA 1,532 2,459 1,411 4,314 5,400 Secured Loans
Growth (%) (44.5) 60.5 (42.6) 205.7 25.2 Unsecured Loans
EBITDA margin (%) 6.9 9.8 6.2 16.0 18.4 Loan Funds 14,721 14,390 14,280 16,825 18,870
Depreciation 1,558 2,141 2,308 2,443 2,510 Net Deferred Taxes 1,036 1,080 556 556 556
EBIT 26 318 .897 1,871 2,890 Total Liabilities 37,449 37,036 34,140 36,826 39,650
Other Income 2,227 41 214 225 236 Net block 30,257 31,126 29,572 29,929 28,819
Interest expenses 2,016 1,848 1,881 1,894 1,921 Capital WIP 992 147 1,232 1,232 1,232
PBT 185 -989 -2,564 201 1,205 Investment - - - - -
Tax 89 321 -1,081 77 459 Current Assets 7,386 8,621 6,975 9,792 14,181
Effective tax rate (%) 48.0 324 422 38.1 38.1 'S”u":dnrt;;:ztors i;gi 23;? z:gig iig? z:zgg
Adjusted PAT 9% 521 1,754 125 746 Cashand Bank 2,05 2,621 1,637 3,422 7,229
Growth (%) (83.8)  (641.6) 237.1 (107.1) 498.6 Loans and Advances 5 9 8 9 10
Net Margin (%) 0.4 (2.1) (7.8) 0.5 2.5 Other current assets 1,235 839 552 659 719
Reported PAT 9% 521 -1,754 125 746 Current Liab & Prov. 4,353 6,526 7,626 8,154 8,650
Growth (%) (83.8) (641.6) 2371 (107.1) 498.6 Net current assets 3,033 2,095 -651 1,638 5,532
Source: Company, Systematix Institutional Research Total Assets 37,449 317,036 34,140 36,826 39,650
Source: Company, Systematix Institutional Research
Cash Flow Ratios
YE: Mar (Rs mn) FY23 FY24 FY25 FY26E FY27E YE: Mar FY23 FY24 FY25 FY26E FY27E
PBT (Ex-Other income) 185 -841 -2,835 201 1,205 Profitability (%)
Depreciation 1,558 2,141 2,308 2,443 2,510 EBITDA Margin 6.9 9.8 6.2 16.0 18.4
Interest Provided -11 1,712 1,881 1,894 1,921 Net Margin 0.4 (2.1) (7.8) 0.5 2.5
Other Non-Cash items -30 -448 -114 -225 -236 ROCE (0.0) 0.5 (1.6) 31 4.5
Chg in working cap 197 1,537 1,144 -513 -94 ROE 0.6 (2.6) (9.6) 0.7 42
Tax paid -148 -96 -44 -77 -459 RolC 0.0 (0.0) (0.0) 0.0 0.0
Operating Cashflow 1,752 4,004 2,339 3,724 4,847 Per Share Data (Rs)
Capital expenditure -1,177 -2,258 -1,382 -2,800 -1,400 EPS 0.7 -4.0 -13.4 1.0 5.7
Free Cash Flow 574 1,746 958 924 3,447 CEPS 13 12 4 20 25
Other income -3,321 -488 18 -15 - BVPS 153 149 132 133 138
Investments 6,198 871 230 225 236 DPS 1 1 - - -
Investing Cashflow 1,700 -1,875 -1,133 -2,590 -1,164 Valuations (x)
Equity Capital Raised 3,429 - - - - PER 300.6 -55.5 -16.5 231.9 38.7
Loans Taken / (Repaid) -5,196 -331 -110 2,545 2,045 P/CEPS 17.5 17.8 52.2 11.3 8.9
Interest Paid -1,779 -1,756 -1,921 -1,894 -1,921 P/BV 1.4 1.5 1.7 1.7 1.6
Dividend paid (incl tax) -92 -92 -92 - - EV / Sales 19 1.6 1.8 1.6 1.4
Income from investments - - - - - EV / EBITDA 27.1 16.5 294 9.8 7.5
Others -28 -28 -50 - - Dividend Yield (%) 0.3 0.3 - - -
Financing Cashflow -3,666 -2,206 -2,173 651 124 Gearing Ratio (x)
Net chg in cash -214 -77 -967 1,785 3,807 Net Debt/ Equity 0.7 0.7 0.8 1.0 1.0
Opening cash position 1,964 1,749 1,672 1,637 3,422 Net Debt/EBIDTA 8.5 5.8 10.0 3.8 3.5
Add: Bank Balance other than Working Cap Cycle (days) -20.9 -154.2 -231.0 -231.0 -231.0
Cash & Equiv 356 949 932 _ _ Source: Company, Systematix Institutional Research
Closing cash position 2,105 2,621 1,637 3,422 7,229

Source: Company, Systematix Institutional Research
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DISCLOSURES/APPENDIX
I.  ANALYST CERTIFICATION

I, Sudeep Anand, Vidhi Shah, Prathmesh Kamath; hereby certify that (1) views expressed in this research report accurately reflect my/our personal views about any or all of the subject
securities or issuers referred to in this research report, (2) no part of my/our compensation was, is, or will be directly or indirectly related to the specific recommendations or views
expressed in this research report by Systematix Shares and Stocks (India) Limited (SSSIL) or its group/associate companies, (3) reasonable care is taken to achieve and maintain
independence and objectivity in making any recommendations.

Disclosure of Interest Statement Update
Analyst holding in the stock No
Served as an officer, director or employee No

I ISSUER SPECIFIC REGULATORY DISCLOSURES, unless specifically mentioned in point no. 9 below:
1. The research analyst(s), SSSIL, associates or relatives do not have any financial interest in the company(ies) covered in this report.

2. The research analyst(s), SSSIL, associates or relatives collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of the end of the
month immediately preceding the distribution of the research report.

3. The research analyst(s), SSSIL, associates or relatives did not have any other material conflict of interest at the time of publication of this research report.

4. The research analyst, SSSIL and its associates have not received compensation for investment banking or merchant banking or brokerage services or any other products or
services from the company(ies) covered in this report in the past twelve months.

5. The research analyst, SSSIL or its associates have not managed or co-managed a private or public offering of securities for the company(ies) covered in this report in the previous
twelve months.

6. SSSIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party in connection with this research
report.

7. The research analyst has not served as an officer, director or employee of the company(ies) covered in this research report.
8. The research analyst and SSSIL have not been engaged in market making activity for the company(ies) covered in this research report.

9. Details of SSSIL, research analyst and its associates pertaining to the companies covered in this research report:

;L’ Particulars Y;Z/
1 Whether compensation was received from the company(ies) covered in the research report in the past 12 months for investment banking transaction by SSSIL. No
2 Whether research analyst, SSSIL or its associates and relatives collectively hold more than 1% of the company(ies) covered in the research report. No
3 Whether compensation has been received by SSSIL or its associates from the company(ies) covered in the research report. No

Whether SSSIL or its affiliates have managed or co-managed a private or public offering of securities for the company(ies) covered in the research report in the

R No
previous twelve months.

Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant banking or brokerage services or any other

X . . . No
products or services from the company(ies) covered in the research report in the last twelve months.

10. There is no material disciplinary action taken by any regulatory authority that impacts the equity research analysis activities.
STOCK RATINGS

BUY (B): The stock's total return is expected to exceed 15% over the next 12 months.

HOLD (H): The stock's total return is expected to be within -15% to +15% over the next 12 months.

SELL (S): The stock's total return is expected to give negative returns of more than 15% over the next 12 months.
NOT RATED (NR): The analyst has no recommendation on the stock under review.

INDUSTRY VIEWS

ATTRACTIVE (AT): Fundamentals/valuations of the sector are expected to be attractive over the next 12-18 months.
NEUTRAL (NL): Fundamentals/valuations of the sector are expected to neither improve nor deteriorate over the next 12-18 months.
CAUTIOUS (CS): Fundamentals/valuations of the sector are expected to deteriorate over the next 12-18 months.

1. DISCLAIMER

The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from 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.

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should exercise
due caution while acting on it. Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be construed as an
offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are not guaranteed and
a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for
distribution to institutional investors.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or
its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially USA, the same
may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or
Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication,
redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing to a third party a link,
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is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further distributed by the recipient to any
third party.

SSSIL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover. Additionally, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of
any companies that they cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that
reflect opinions that are contrary to the opinions expressed herein. Our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
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Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations which could have an adverse effect on their value or price or the income
derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume currency risk. SSSIL, its directors, analysts
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any damages, including without limitation, direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by SSSIL
through this presentation.

SSSIL or any of its other group companies or associates will not be responsible for any decisions taken on the basis of this report. Investors are advised to consult their investment
and tax consultants before taking any investment decisions based on this report.

Registration granted by SEBI to SSSIL and certification from NISM to the analyst in no way guarantee performance of SSSIL or to provide any assurance of returns to investors.
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