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Quarterly Result Snapshot

Rs. in Mn. Q3FY20 Q3FY19 % YoY

Revenue 17151 15569 10.2

EBITDA 2946 2071 42.2

EBITDAM 17.2% 13.3% 390 Bps

PAT 815 274 197.8

EPS (Rs.) 10.6 3.6

Key Details

52 week H/L(Rs) 808/440

Market Cap (Rs. Bn) 57

Book Value (Rs) YTD 517

FV (Rs) 10.0

PE (X) (TTM) 13.1

Dividend Yield (%) 0.9

Birla Corporation CMP: Rs.749
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Earnings Summary 

Y/E Sales Growth EBITDA Margin Net Profit EPS Growth P/E Div. Yield

31-Mar Rs Mn (%) Rs Mn (%) Rs Mn Rs % X %

18A 57,300 31.8 8,081 14.1 1,665 21.6 (26.4) 34.7 0.8 

19A 65,487 14.3 9,486 14.5 2,557 33.2 53.6 22.6 0.9 

20E 71,256 8.8 12,457 17.5 4,871 63.3 90.5 11.8 1.0 

21E 78,697 10.4 13,656 17.4 5,853 76.0 20.2 9.9 1.1 ________________________________________________________________________

Key highlights of the quarter:

 Birla Corporation Ltd (BCorp) reported strong set of numbers for Q3FY20, which were higher than the market

expectations. Revenue/EBITDA/PAT for the quarter grew by 10.2%/42.2%/197.8% YoY respectively.

 Cement segment revenue grew by 11.3% YoY to Rs.16.3 bn where volumes grew by 6.9% YoY to 3.43 mn ton (MT)

and realization was up by 4.2% YoY to Rs.4743/ton. Jute segment revenue was down by 7.2% YoY in Q3FY20.

 Strong volume growth was due to increased market share in West Bengal and Bihar by expanding its distribution reach

and leveraging cross-branding from multiple plants of its own and its subsidiary, Reliance Cement.

 The blended EBITDA/ton thereby increased sharply by 33.1% YoY to Rs.859/ton. The sharp growth in EBITDA/ton was

also driven by reduction in blended Operating cost per ton, down by 1.5% YoY to Rs.4141/ton. In the cost breakup,

Power & Fuel/Freight/ Raw material cost was down by 11.4%/0.9%/2.4% YoY respectively. However, Other expense

was up by 8.2% YoY to Rs.893/ton.

 BCorp has sustained the growth momentum during the nine months till December despite sluggish market conditions

as volumes during the 9MFY20 were up by 4.4% YoY. Similarly, average realization for 9MFY20 period is up by 7.3%

YoY to Rs.4857/ton. This was mainly on the back of steady cement prices in North, Central and West India where

BCorp has large presence.

 Management highlighted that the sharp growth in cement revenue for Q3FY20 was mainly due to higher capacity

utilization of 87%-among the highest in the industry- and also five percentage points higher YoY.

 Further, management highlighted that the growth in realization was inline with North and Central India cement

companies. However, some part was driven by higher premium cement sales accounting for 41% in Q3FY20 vs 37% in

the same period last year and also trade segment volume increasing to 79% of total and was up by 4% YoY.

View: BCorp continued to deliver strong operating performance for the cement business in Q3FY20 as well on the back of

improved efficiency and better realizations led by improved product mix and better cost efficiencies. Additionally, stead

cement pricing seen in the last few months, especially in North and Central India markets augurs well for the company given

the higher share of revenue from these regions. Further, company’s plan to expand its capacity by ~4 MTPA at Yavatmal,

Maharashtra also looks attractive given the greenfield expansion cost of USD 90/ton. Also, the central location of the new 4

MTPA plant from key markets of Hyderabad, Bhopal and Maharashtra augurs well for the company. We have a positive

stance on cement sector in near to medium term and currently have a Buy rating on the stock with a target price of

Rs.1122 at 8.5x FY21E EV/EBITDA multiple. However, any changes to the price target would be hinged upon changes in

business momentum/economic cycle, capex execution issues and acceleration of cost optimization initiatives.
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Disclaimer & Disclosures

______________________________________________________________________________

Rating Expected to

Buy Appreciate more than 10% over 12-18 month period

Hold Appreciate below 10% over 12-18 months period

Under Review Rating under Review

Exit Exited out of model portfolio

Rating Interpretation

Disclaimer: Disclosure:

We, (Nilesh Jethani), (PGP in Global Financial Markets) authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. HSL has

no material adverse disciplinary history as on the date of publication of this report. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or more in the

subject company at the end of the month immediately preceding the date of publication of the Research Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does not have any material conflict of interest.

Any holding in stock – No

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived at, based upon 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. All such information and opinions are subject to

change without notice. This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended to be 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.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who 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 HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or published in

whole or in part, directly or indirectly, for any purposes or in any manner.

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.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such

securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of

interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the

prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from time to time

or may deal in other securities of the companies / organizations described in this report.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date of this report for services in respect of managing or co-managing public offerings, corporate

finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have any material

conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other reports that are

inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. We have not received any compensation/benefits from the subject

company or third party in connection with the Research Report.

HDFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475;

SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.

About the Company: Birla Corporation (BCorp), established in 1919, is part of the MP Birla group. It

manufactures cement, jute products, synthetic viscose and cotton yarn. Cement constitutes about 90% of

its revenue. It has cement plants in Rajasthan, Madhya Pradesh, Uttar Pradesh and West Bengal. Birla

Cement operates under brand names Birla Samrat Cement and Birla Samrat Ultimate Cement. Jute

products include jute yarn, floor and wall covering, Lino Hessian, decorative fabrics, etc.
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