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Shree Cement

Robust Q2 FY26 Margins Despite Volume Softness

Summary

Shree Cement reported a resilient performance in Q2FY26 despite seasonal
headwinds, supported by premiumization and cost discipline. Revenue rose 15%
YoY to Rs43bn down 12% QoQ driven by stronger realizations and an improved
product mix, while EBITDA increased 46% YoY to Rs8.5bn, translating to
Rs1,049/t up 44% YoY. PAT surged 198% YoY to Rs2.8bn, underscoring robust
margin recovery. Cement volumes grew 6.8% YoY to 7.9mn tonnes, though
sequentially lower due to extended monsoons and softer North India demand.
Realizations improved to Rs4,840/t, aided by the premium segment’s share
rising to 21% from 15% last year, validating the “value-over-volume” strategy.
Sustainability initiatives continued to strengthen, with green power capacity
reaching 612 MW, covering 60% of total needs, while AFR use rose to 2.3% and
rail logistics share increased to 11% with a 20% target. We reiterate our rating to
BUY, awaiting better demand traction and revised the target price to Rs35,697.

Key Highlights and Investment Rationale

= Capacity Expansion: The company commissioned a 3.65 MTPA clinker line at
Jaitaran (Rajasthan), with a 3 MTPA cement mill to follow soon, and expects to
commission the 3 MTPA Kodla (Karnataka) integrated project in Q3, taking
total capacity to 72-75 MTPA by FY27 and >80 MTPA by FY29. The UAE
operations posted their best-ever quarter, with volumes up 34% YoY to 1.31
mn tonnes and EBITDA up 158%.

= Management Guidance: Management reaffirmed its annual CapEx guidance
of Rs30bn and reiterated a net-debt-free balance sheet. A one-off expense of
Rs237mn related to a power transmission asset transfer marginally impacted
EBITDA by around Rs30/t

Rs35,697

CmpP Rs28,680

Potential upside/downside  25%

Previous Rating BUY
Price Performance (%)

-Im -3m -12m

Absolute (1.1) (6.8) 14.0

Rel to Sensex (6.53) (11.4) 8.2

V/s Consensus

Key Stock Data

Bloomberg/Reuters SRCM IN/SHCM.BO

Sector Cement
Shares o/s (mn) 36
Market cap. (Rs mn) 1,031,682
3-m daily avgTrd value (Rs mn) 26.0

52-week high / low Rs32,508 / 23,500

Sensex / Nifty 84,628 / 25,936

Shareholding Pattern (%)

EPS (Rs) FY26E FY27E Promoters 62.6
IDBI Capital 634 863 Fil 10.3
Consensus 538 684 DIl 13.9
% difference 17.8 26.2 Public 13.2
Financial snapshot (Rs mn)
Year FY23 FY24 FY25 FY26E FY27E
Revenue 1,68,375 1,95,855 1,79,640 214,299 246,443
Change (yoy, %) 18 16 (8) - 15
EBITDA 29,423 43,635 39,306 58,421 71,759
Change (yoy, %) (19) 48 (10) - 23
EBITDA Margin(%) 17.5 22.3 21.9 27.3 29.1
Adj.PAT 13,281 24,684 14,830 22,892 31,122
EPS (Rs) 368 684 411 634 863
Change (yoy, %) (44.1) 86 (40) - 36
PE(x) 74.7 40 67 43 32
Dividend Yield (%) 0.4 0 0 0 0
EV/EBITDA (x) 32.8 21.6 23.8 15.7 12.4
RoE (%) 7.5 13 7 10 13
RoCE (%) 7 14 6 12 14

Source: IDBI Capital Research
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Concall Highlights

UAE operations shine: UAE business delivered record performance with 34% volume growth and 158%
jump in EBITDA; new 3 MTPA mill and debottlenecking projects underway, funded fully through internal
UAE cash

Volume momentum steady: Cement volumes grew 6.8% YoY to 7.9 MT, outperforming industry growth of
3-5%; management continues to pursue a “value over volume” strategy rather than aggressive market
share gains

Capacity expansion on track: New 3.65 MTPA clinker unit at Jaitaran (Rajasthan) commissioned; Kodla
(Karnataka) integrated plant nearing completion. Target capacity of 72—75 MTPA by FY27; 80 MTPA may
shift to FY29.

Efficiency push: Rail share in logistics to rise from 11% to 20%, expected to save Rs100/t; AFR (alternative
fuel) usage up to 2.3% from 1.5% YoY, targeting further increase.

Green and RMC growth: Green power capacity now 612 MW, first solar-powered RMC plant
commissioned in Jaipur. RMC network expanding rapidly to 24 plants operational, targeting 40 by FY28.

Demand outlook cautiously optimistic: Management expects the recent GST rate cut on cement to be a

I"

“transformational” long-term boost, though short-term demand remains muted post-festive season due to

labor shortages and monsoon impact.

Dividend and cash policy shifting: Declared highest-ever interim dividend of Rs80/share; management
hinted at a more generous payout policy amid strong cash reserves, though maintains large liquidity for
strategic flexibility.

Financial discipline intact: FY26 depreciation guided at Rs24.5bn; CapEx for FY26-27 pegged around
Rs30bn, with strong balance sheet capacity to fund growth internally while maintaining industry-leading
profitability.
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Exhibit 1: Financial snapshot

Net Sales
EBIDTA
EBIDTA margin (%)
Other income
PBIDT
Depreciation
Interest
Pre-tax profit
Tax

Adjusted PAT
EPS

Source: Company

Exhibit 2: Operational data

Sales (mn tonnes)

Net realization per tonne

Expenditure per tonne

Composite raw materials per tonne
Employees Cost per tonne

Power & Fuel Cost per tonne

Freight & Handling Expenses Cost per tonne
Other Expenditure per tonne

EBITDA per tonne

Source: Company; IDBI Capital Research

Q2FY26
43,032
8,513
19.8
1,570
10,083
5,549
507
4,027
1256
2,771
76.8

Q2FY26
7.9

5,447

4,283
597
325

1,316

1,193
852

1,164

Q1FY26
49,480
12,291

24.8
2,011
14,301
5,524
446
8,331
2146
6,185
171.4

QoQ % Chg
(13)
(31)

-506bps
(22)
(29)

0
14
(52)
(41)
(55)
(55)

Q1FY26 QoQ % Chg

9.0

5,528

4,155
626
284

1,281

1,211
753

1,373

-12%

-1%

3%

-15%

Q2FY25
37,270
5,925
15.9
1,776
7,701
6,687
567
448
(484)
931
25.8

Q2FY25
7.6

4,904

4,124
539
328

1,317

1,173
766

780

(Rs mn)

YoY (%)
15

44
389bps
(188)
31

(17)
(11)
800
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198
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YoY (%)
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Exhibit 4: Q2FY26 Realization down 1% QoQ

Exhibit 3: Q2FY26 volumes up 7% YoY
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Exhibit 6: EBITDA/t down 15% QoQ

Exhibit 5: Q2FY26 Opex/t down by 3% QoQ
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Exhibit 8: Freight Cost up 1% QoQ

Exhibit 7: Power & Fuel Cost up 3% QoQ
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Financial Summary

Profit & Loss Account

Year-end: March
Net sales
Change (yoy, %)
Operating expenses
EBITDA
Change (yoy, %)
Margin (%)
Depreciation
EBIT
Interest paid
Other income
Pre-tax profit
Tax
Effective tax rate (%)
Minority Interest
Net profit
Exceptional items
Adjusted net profit
Change (yoy, %)
EPS
Dividend per sh
Dividend Payout (%)

FY22
1,43,059
13
(1,06,580)
36,478
(8)

25.5
(10,365)
26,114
(2,178)
5,373
29,309
(5,543)
18.9

23,766
23,766
3
658.7
90.0
13.7

FY23
1,68,375
18
(1,38,952)
29,423
(19)

17.5
(15,462)
13,961
(2,689)
4,315
15,586
(2,305)
14.8

13,281
13,281
(44)
368.1
100.0
27

FY24
1,94,767
16
(1,51,131)
43,635
48

22.4
(16,147)
27,489
(2,643)
5,611
30,456
(5,772)
19.0

24,684
24,684
86
684.2
105.0
15

FY25
1,80,373
(7)
(1,42,006)
38,368
(12)

21.3
(28,080)
10,288
(2,086)
5,772
13,974
(2,011)
14.4

11,962
11,962
(52)
3315
110.0
33

FY26E
2,09,189
16
(1,55,455)
53,734
40

25.7
(31,449)
22,284
(2,124)
6,309
26,469
(9,112)
34.4

17,357
17,357
45
481.1
1443
30

(Rs mn)
FY27E
2,40,567
15
(1,74,292)
66,275
23
27.5
(35,223)
31,052
(2,124)
6,625
35,552
(8,888)
25.0

26,664
26,664
54
739.0
221.7
30
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Balance Sheet
Year-end: March
Shareholders' funds
Share capital
Reserves & surplus
Total Debt
Other liabilities
Curr Liab & prov

Current liabilities
Provisions
Total liabilities

Total equity & liabilities

Net fixed assets
Investments

Other non-curr assets
Current assets

Inventories

Sundry Debtors

Cash and Bank

Loans and advances

Total assets

(Rs mn)
FY25 FY26E FY27E
2,12,114 2,24,264 2,42,929
361 361 361
2,11,753 2,23,903 2,42,568
7,266 7,266 7,266
3,124 3,124 3,124
55,055 55,411 62,985
55,005 55,362 62,935
49 49 49
65,445 65,802 73,375

2,77,559 2,90,066 3,16,304

1,00,095 1,04,645 1,05,422

52,862 52,862 55,505
17,597 17,597 17,805
1,07,006 1,14,962 1,37,573
20,754 25,790 29,659
7,805 7,907 9,094
65,411 67,968 85,259
13,036 13,297 13,562

2,77,559 2,90,066 3,16,304
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Cash Flow Statement
Year-end: March
Pre-tax profit
Depreciation
Tax paid
Chg in working capital

Other operating activities

Cash flow from operations (a)

Capital expenditure
Chg in investments
Other investing activities

Cash flow from investing (b)

Equity raised/(repaid)
Debt raised/(repaid)
Dividend (incl. tax)

Chg in minorities

Other financing activities

Cash flow from financing (c)

Net chg in cash (a+b+c)

FY22
29,309
10,365
(1,959)
(7,321)
(3,166)
27,229

(19,460)
(309)

1,115
(18,653)

(4,795)
(3,789)

(8,584)

(9)

FY23
15,586
15,462
(3,287)

967
(1,685)
27,043

(27,394)
5,281
(1,975)
(24,089)

94
(3,245)

(3,151)

(196)

FY24
30,456
16,147
(4,400)
(6,238)
(2,929)
33,036

(27,458)
14,779
(823)
(13,503)

(14,147)
(3,790)

(17,937)

1,597

(Rs mn)

FY25 FY26E FY27E
13,974 26,469 35,552
28,080 31,449 35,223
(4,282) (9,112) (8,888)
16,392 (5,042) 2,046
(3,533) (4,185) (4,501)
50,630 39,579 59,433

(34,543) (36,000) (36,000)

10,371 - (2,643)
(12,208) 6,309 6,625
(36,379) (29,691) (32,018)

(10,833) (2,124) (2,124)
(3,799) (5,207) (7,999)

(14,632) (7,332)  (10,124)

(381) 2,557 17,291
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Financial Ratios

Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E

Book Value (Rs) 4,787 5,069 5,650 5,879 6,216 6,733
Adj EPS (Rs) 658.7 368.1 684.2 331.5 481.1 739.0
Adj EPS growth (%) 3 -44 86 -52 45 54
EBITDA margin (%) 25.5 17.5 22.4 21.3 25.7 27.5
Pre-tax margin (%) 20.5 9.3 15.6 7.7 12.7 14.8
Net Debt/Equity (x) -0.1 -0.1 -0.2 -0.3 -0.3 -0.3
ROCE (%) 15 7 14 5 10 13
ROE (%) 15 7 13 6 8 11
DuPont Analysis
Asset turnover (x) 0.6 0.7 0.7 0.7 0.7 0.8
Leverage factor (x) 14 14 1.4 1.3 1.3 1.3
Net margin (%) 16.6 7.9 12.7 6.6 8.3 11.1
Working Capital & Liquidity ratio
Inventory days 55 53 59 42 45 45
Receivable days 15 20 17 16 14 14
Payable days 28 30 26 31 28 29
Valuations
Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E
PER (x) 43.2 77.4 41.6 85.9 59.2 38.5
Price/Book value (x) 5.9 5.6 5.0 4.8 4.6 4.2
EV/Net sales (x) 7.0 5.9 5.0 5.4 4.6 3.9
EV/EBITDA (x) 27.6 34.0 22.4 253 18.0 14.3
Dividend Yield (%) 0.3 0.4 04 0.4 0.5 0.8

Source: Company; IDBI Capital Research
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Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd.(hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for solely for the selected recipient and may not be altered in any way, transmitted to copied
or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

This report is not directed 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, regulation or
which would subject IDBI Capital and associates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this report
may come are required to inform themselves of and to observe such restriction.

E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.

Most Important Terms and Conditions
To refer the Most Important Terms and Conditions (MITC) click on the link; https://idbidirect.in/Common_Controls/SEBI_MITC_RA.pdf
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the month immediately preceding the date of publication of Research Report. IDBI Capital or its associates may have actual/be neficial 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. The Subject Company may have been a client during twelve months preceding the date of distribution of the research report. Price history of the daily closing price of the securities covered in this note is available at www.bseindia.com; www.nseindia.com and

www.economictimes.indiatimes.com/markets/stocks/stock-quotes.
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