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BB Code

SRCM IN EQUITY

We upgrade our rating to REDUCE (from SELL) on Shree Cement
Limited (SRCM) with a revised Target Price of INR 26,740/share
(earlier INR 23,330/share). The change in our stance is driven by:

Face Value (INR) 10.0 ~ i .
52-week High/Low (INR) 31.900/225750 (1) Temporary Q1FY27 cost headwinds, as margin was impacted by
Mkt Cap (Bn) INR 939.0 / USD 9.9 Middle East supply disruption; cost normalisation forecast from
Shares o/s (Mn) 36.1 Q2FY27,
3M Avg. Daily Volume 24013 (2) Improvement in product mix, with the company targeting ~70%
Change in Estimates trade sales,

FY27E FY28E (3) Volume growth visibility, backed by management's 40 Mnt sales
INR Bn 2’;‘)3"; 2(?5"; De;’-o (%) 2’;‘;"; 21%"52' De;’-o(%) volume guidance for FY27E,
R . . . . . . . . ; ) N .
EBITOA. A A5 e 50816 (4) Capacity expansion, with the UAE’s grinding capacity set to
EBITDAM %' 21.0 215 (45)bps: 232 23.2 (3)bps double in Q3FY27,
PAT 194 190 1.9 240 236 20 (5) Continued cost-optimisation through a higher share of green
EPS 536.4 526.1. 19 | 666.0 6529 20

Actual vs CIE Estimates

power (targeting 65% vs. 61% currently) and
(6) A strong balance sheet, with the company continuing to maintain a

INR Bn Q1FY27A CIE Estimates Dev.% large net cash and investment position.
Revenue 56.2 54.4 3.4
ESEBQM % 13:3 ;gjg (169)(‘:)55) SRCM remains one of the best-in-class cement companies, backed by
PAT 4.4 4.7 (6.6) disciplined execution, a premium brand franchise, superior operational
Kev Financials efficiency and industry-leading EBITDA/t. We expect EBITDA/t to
Nagn Fv2s Fv26  Fvz7e Fvase Fyzee  IMProve, from INR 1,139/t in FY26 to INR 1,320/t by FY29E, driven by a
Revenue 1804  193.1 209.9 2236 2404  ficher product mix, cost normalisation and higher green power usage. As
YoY (%) (7.4) 7.1 8.7 6.5 7.5  a result, we estimate EBITDA to expand at 11.3% CAGR over FY26-
EBITDA 384 419 441519 578 29E, supported by a healthy volume growth (5%/6%/7% in
f\g'T'E:TM % f; g ’f; : f; 2 22(2) ;‘7‘; FY27E/FY28E/FY29E) and realisation growth of 3.5%/0.5%/0.5%,
EPS (INR) 3315 4729 5364 666.0 7550 respectlvely: underpinning a steady improvement in earnings over the
ROE % 56 76 79 89 92 forecastperiod.
ROCE % 720 105 1.0 123 125
EV/EBITDA 262 185 18.0. 150  13.1.  We value SRCM using the EV/CE methodology, assigning a 3.0x FY28E
EviC 55 .35 34 .32 29 EV/CE multiple to derive our 1-year forward Target Price of INR
Shareholding Pattern (%) 26,740/share.

Jun-26 Mar-26 Dec-25
Promoters 62.56 62.56 62.56
Flls 8.21 8.94 10.07
Dlls 16.42 15.79 14.59  Q1FY27 result: Elevated operating expenses erode pricing gains
Public 12.81 12.71 12.78
Relative Performance (%) SRCM reported Q1FY27 revenue and EBITDA of INR 56,227 Mn
YTD 3y 2Y 1Y (+13.6% YoY,-0.4% QoQ) and INR 10,745 Mn (-12.6% YoY, -14.1%
BSE Infra 67.7 (21.1) (0.3) X
SRCM Ltd. 8.0 (6.2) 56y QoQ) vs CIE estimate of INR 54,359 Mn and INR 11,304 Mn,

respectively. Total volume for Q1 stood at 10.5 Mnt (vs CIE estimate

250 1 10.0 Mnt), (+17.2% YoY, -2.6% QoQ).
200 -
150 A Realisation/t, which came in at INR 5,360/t (-3.0% YoY and +2.3% QoQ),
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is lower than CIE’s estimate of INR 5,423/t. Total cost/t came in at INR
4,336/t (+4.3% YoY and +6.3% QoQ). As a result, EBITDA/t came in at
INR 1,024/t (-25.4% YoY and -11.8% QoQ), which is in line with the CIE
estimate of INR 1,128/t.
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Management Call — Highlights =
=]
(7]
Strong volume growth continues &
~
N
= Cement sales volume increased 17.2% YoY to 10.5 MnT, outperforming i
industry growth 1<}
. ) = Growth was supported by targeted market interventions and healthy
Temporary Q1FY27 cost headwinds, as margin demand across key regions
were impacted by Middle East supply = Premiumisation driving better product mix
disruption, which forced the company to procure = Premium cement products accounted for 23.3% of trade volumes, up from
higher-cost domestic coal and gypsum; 17.7% last year
however, management has guided for cost = The continued premiumisation strategy is enhancing the company's value
normalisation from Q2FY27 onwards proposition and supporting long-term realisation improvement

Ready-Mix Concrete (RMC) scaling rapidly

= RMC volumes surged 156% YoY to 2.36 lakh cubic metres

= Commissioned 8 new RMC plants, taking the total network to 33 plants
across 17 cities in 11 states

= RMC continues to emerge as a key growth engine alongside the cement
business

Meghalaya greenfield integrated cement plant is
progressing as planned. Major equipment orders
have been placed and statutory approvals
obtained Expansion plans remain on track
Commercial completion is targeted by Q4FY28,
while the company continues to evaluate additional
expansion opportunities

= Meghalaya greenfield integrated cement plant is progressing as planned.
Major equipment orders have been placed and statutory approvals obtained

= Commercial completion is targeted by Q4FY28, while the company
continues to evaluate additional expansion opportunities

Industry-leading sustainability initiatives

= Green electricity contribution increased to 65.2% of total power
consumption
= Renewable power generation capacity reached 666.5 MW

Operational Efficiency Improving

= Thermal Substitution Rate (TSR) improved significantly to 5.1% from 1.9%
in Q1FY26

= Management remains focused on energy efficiency, higher green power
usage, digital productivity initiatives and market share gains despite
near-term cost pressures

Management outlook

= Management remains constructive on the medium-term demand outlook,
supported by government infrastructure spending, urban development
and stable macroeconomic conditions

= Near-term risks include geopolitical tensions in West Asia and the
possibility of a moderate monsoon, which could affect demand and input
cost

Exhibit 1: Elevated operating expenses erode pricing gains

Volumes (Mnt) 10.5 9.0 17.2 10.8 (2.6)
Revenues (INR Mn) 56,227 49,480 13.6 56,430 (0.4)
COGS 6,715 5,599 19.9 8,195 (18.1)
Power and Fuel Cost 14,813 11,461 29.2 12,478 18.7
Freight Exp. 13,070 10,840 20.6 13,487 (3.1)
Employee Cost 2,881 2,545 13.2 2,619 10.0
Other Expenses 8,004 6,744 18.7 7,148 12.0
EBITDA (INR Mn) 10,745 12,291 (12.6) 12,503 (14.1)
EBITDA Margin (%) 19.1 24.8 (573) bps 22.2 (305) bps
Depreciation 5,862 5,524 6.1 6,377 (8.1)
EBIT (INR Mn) 4,883 6,767 (27.8) 6,126 (20.3)
EBIT Margin (%) 8.7 13.7 (499) bps 10.9 (217) bps
Other Income 2,014 2,011 0.2 1,122 79.5
Interest 555 446 24.5 548 1.3
PBT 6,342 8,331 (23.9) 6,701 (5.4)
Tax 1,962 2,146 (8.6) 1,381 42.1
PAT (INR Mn) 4,380 6,185 (29.2) 5,320 17.7)
Basic EPS (INR) 121.4 171.4 (29.2) 147.4 17.7)

Source: SRCM, Choice Institutional Equities

Choice Equity Broking Pvt. L
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Exhibit 2: Volume and realisation growth to drive EBITDA higher (Standalone in INR/t)

Particular i FY24 FY25 FY26 FY27E FY28E FY29E
Volume (in Mnt) 355 35.9 36.8 38.6 41.0 438
YoY (%) 1.5 1.0 2.5 5.0 6.0 7.0
Realisation/t 5,482 5,024 5,247 5,431 5,458 5,486
YoY (%) 37 (8.3) 4.4 3.5 0.5 0.5
COGSHt 619 563 690 714 655 658
Employee Cost/t 264 276 300 311 312 314
Power & Fuel Cost/t 1,569 1,246 1,195 1,243 1,218 1,169
Freight Expenses/t 1,135 1,157 1,196 1,207 1,232 1,256
Other Expenses/t 667 714 727 815 775 768
Total Cost/t 4,254 3,956 4,109 4,290 4,192 4,166
EBITDA/t 1,228 1,069 1,139 1,141 1,266 1,320
Revenue (in INR Mn) 1,94,767 1,80,373 1,93,105 2,09,857 2,23,561 2,40,406
YoY (%) 15.7 (7.4) 7.1 8.7 6.5 75
EBITDA (in INR Mn) 43,636 38,368 41,912 44,088 51,855 57,836
YoY (%) 48.6 (12.1) 9.2 5.2 17.6 15
PAT (IN INR Mn) 24,685 11,962 17,063 19,352 24,028 27,242

Source: SRCM, Choice Institutional Equities

Exhibit 3: EV/CE valuation framework

Particulars (INR Mn) FYZHI FY26 FY27E!

ROCE 9.9 15.5 7.2 10.5 11.0 12.3 12.5
EV 8,42,645 8,31,619.  10,03,537 7,73,550 7,95,392 7,77,790 7,60,112
Capital Employed 1,93,315 2,08,101 2,16,144 2,34,547 2,48,724 2,69,414 2,93,049
EVICE 4.4 4.0 4.6 3.3 3.2 29 2.6
Target EV/ICE 3.0 3.0 3.0
Target EV 7,51,146 8,13,630 8,85,007
Gross Debt 13,932 12,932 10,932
Cash & Equivalents 1,47,485 1,64,088 1,79,766
Net Debt (1,33,553) (1,51,156) (1,68,834)
LT Provision 122 122 122
Equity value 8,84,577 9,64,663  10,53,719
Equity value per share 24,517 26,740 29,205
1-yr forward TP (INR/sh) 26,740

Source: SRCM, Choice Institutional Equities
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Sales volume came in better than expected Realisation/t (INR) improved sequentially -
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*All figures are in INR Million
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Volume is projected to reach 41.0 Mnt by FY28E Realisation/t (INR) anticipated to be strong =
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Higher volumes to drive revenue Gradual uptick in EBITDA/t owing to better cost-optimisation
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Income Statement (Standalone in INR Mn)

Particulars
Revenue
Gross Profit
EBITDA
Depreciation
EBIT

Other Income
Interest Expense
PBT

Reported PAT
EPS (INR)

Ratio Analysis

| FY25
1,80,373
1,60,166

38,368
28,080
10,288
5,772
2,086
13,974
11,962
331.5

FY26
1,93,105 2,09,857' 2,23,561

1,67,713
41,912
23,319
18,593

5,968
2,077
22,484
17,063
472.9

FY27E!

FY28E

1,82,262
44,088 51,855
21,338 23,338
22,749 28,517
5,246 5,589
2,090 1,940
25,906 32,166
19,352 24,028
536.4 666.0

FY28E!

FY29|

2,40,406
1,96,733  2,11,557

57,836
25,738
32,098
6,010
1,640
36,468
27,242
755.0

FY29E]

Growth Ratios
Revenues

EBITDA

PAT

Margins

Gross Profit Margin
EBITDA Margin

PAT Margin
Profitability

Return on Equity (ROE)

Return on Invested Capital (ROIC)
Return on Capital Employed (ROCE)

Financial Leverage
OCF/EBITDA (x)
OCF /1C (%)
EV/EBITDA (x)
Earnings

EPS

Shares Outstanding
Working Capital
Inventory Days (x)
Receivable Days (x)
Creditor Days (x)
Working Capital Days

ice Equity Broking Pvt

(7.4)
(12.1)
(51.5)

88.8
21.3
6.6

5.6
4.5
7.2

1.3
27.7
26.2

331.5
36

42
16
25
33

FY26! FY27E!

71
9.2
42.6

86.9
21.7
8.8

7.6
5.9
10.5

0.8
15.7
18.5

472.9
36

44
19
26
37

8.7
5.2
13.4

86.9
21.0
9.2

7.9
7.0
1.0

0.8
15.9
18.0

536.4
36

46
20
25
41

6.5
17.6
24.2

88.0
23.2
10.7

8.9
8.3
12.3

0.9
18.1
15.0

666.0
36

46
21
24
43

7.5
11.5
13.4

88.0
241
1.3

9.2
8.7
12.5

0.9
18.7
13.1

755.0
36

46
22
23
45

Source: SRCM, Choice Institutional Equities

Balance Sheet (Standalone in INR Mn)

Particulars | FY25 FY26 FY27E FY28E FY29

Net Worth 2,12,114' 2,25,116 2,44,468! 2,68,496 2,95,738
Borrowings 8,164, 15932 13,932 12932 10,932
Deferred Tax 1274 1204, 1,204 1,204 1,204
Other Liabilities & Provisions | 43,899 44,801 44,891 44,891 44,891
Total Net Worth & Liabilities | 2,65,451' 2,87,143 3,04,494' 3,27,523 3,52,764
Net Block 68,980 83,756/ 80,418 82,079 86,341
Capital WIP 31,115, 10,537, 10,537, 10,537, 10,537

Goodwill & Intangible Assets

Investments 1,15,962 1,40,884/ 1,50,884! 1,60,884 1,70,884
Cash & Cash Equivalents 2,310 1,838 6,601 13,203 18,882
Loans & Other Assets 30,633 30,482, 32,482 34,482, 36,482
Net Working Capital 16,451; 19,646, 23,573 26,337, 29,639

Total Assets 2,65,451 2,87,143 3,04,494 3,27,523 3,52,764

Cash Flows (INR Mn) ! FY28 FY26 FY27E FY28E FY29

Cash Flows from Operations 50,630, 34,929 36,853, 44,542, 49,318
(36,379): (34,664) (28,000): (35,000) (40,000)

(14,632) (1,230)  (4,090); (2,940) (3,640)

Cash Flows from Investing

Cash Flows from Financing

DuPont Analysis ! FY25 FY26 FY27E FY28E FY29

Tax Burden (%) 856 759 747  TAT  TAT
Interest Burden (%) 135.8 1209 1139 1128  113.6
EBIT Margin (%) 5.7 9.6 108 128 134
Asset Turnover (x) 0.7 0.7 0.7 0.7 0.7
Equity Multiplier (x) 1.3 1.3 1.2 1.2 1.2
ROE (%) 5.6 7.6 7.9 8.9 9.2

Source: SRCM, Choice Institutional Equities
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