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May 18, 2021 

CMP: | 126    Target: | 170 (35%)     Target Period:  12  months  

Orient Cement (ORICEM) 

 BUY 

 

Strong show in Q4, focus now on debt reduction… 

The company’s stellar performance in Q4FY21 was backed by 17.1% YoY 

jump in sales volumes (1.85 MT) along with strong realisations (up 8.5% 

YoY) in the company’s key operating regions. Asset utilisation also remained 

healthy @ 93%. In turn, this provided operating leverage benefit leading to 

sharp margin expansion and robust profitability growth. EBITDA margin 

improved 530 bps YoY, 174 bps QoQ to 24.4%. The resultant EBITDA/t came 

in at | 1095/t vs. | 789/t last year and | 1005/t last quarter. PAT for the quarter 

was at | 99.9 crore (up 126.6% YoY, 85.4% QoQ).The company has declared 

a dividend of | 1.5/share. 

Infra, rural demand to keep demand momentum strong 

Orient Cement is a mid-sized (8.0 MT) cost-efficient player in the cement 

space. The company derives revenues largely from Maharashtra (50%), 

Telangana, Karnataka and MP. A revival in these markets would help the 

company improve its performance. Key factors driving demand over FY21-

23E are: a) strong rural demand b) irrigation projects c) housing projects in 

AP/Telangana and infrastructure projects like metro in Mumbai-Pune, 

Mumbai-Nagpur Expressway, etc. Also, the pricing has improved in the past 

15 months. This should lead to better margins, going ahead. 

Proximity to raw materials, market provide structural advantage 

The company’s plants are located close to key raw materials like high quality 

limestone and coal reserves. Also, Orient Cement’s product mix is skewed 

in favour of PPC, thus enabling higher use of fly ash, resulting in lower raw 

material cost per ton. Further, lead distance has been ~300 km, indicating 

products being sold in nearby areas. This has helped the company to keep 

production cost (CoP) lower than the industry average. 

Strong cash flow to aid in significant debt reduction 

With targeted sales volume of 6 MT for FY22E, we expect the company to 

generate EBITDA of over ~| 650 crore for FY22E, majority of which would 

be utilised towards debt repayment. Further, plan to set up another 3.0 MT 

capacity by FY24E is also in the radar. However, details on its execution will 

be known later. Besides, de-bottlenecking of 0.5 MT Devapur capacity is 

under execution, which should come on stream by Q3FY22E. 

Valuation & Outlook 

The structural cost advantage and presence in rural centric market remain 

key positives for the company. At the CMP, the stock is still available at 

attractive valuations of 4.2x on FY23E EV/EBITDA post impressive 

performance. With a positive outlook, the growth tempo is expected to stay 

strong, going forward. We value the company at 6x EV/EBITDA and arrive at 

a target price of | 170/share (earlier | 105) while we maintain BUY rating (i.e. 

at 11x FY23E EPS, implied EV/tonne of $70/tonne). 

 

   

Key Financial Summary 

 

s

Key Financials FY19 FY20 FY21 FY22E FY23E CAGR (FY21-23E)

Net Sales 2522 2422 2324 2771 3012 13.8%

EBITDA 312 383 551 656 694 12.3%

EBITDA (%) 12.4 15.8 23.7 23.7 23.1

Net Profit 48 87 214 305 333 24.6%

EPS 2.3 4.2 10.5 14.9 16.2

EV/EBITDA 12.1 9.6 6.0 4.8 4.2

EV/Tonne ($) 68 66 59 53 49

RoNW 4.5 7.7 16.4 19.5 17.8

RoCE 7.9 10.7 19.6 24.2 24.3
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

Particulars | crore

Market Capitalization 2582

Total Debt (FY21) 784

Cash (FY21) 36

EV (| crore) 3329

52 week High/Low | 162/74

Equity Capital 20.5

Face Value (|) 10
 

 

Price Performance 
 

 

 

Key Risk 

 Delay or deferral of infrastructure 

projects by state governments in 

AP/Telangana can have negative 

impact on volumes 

 The promoter holding remains low at 

present 

 
 

Research Analyst 

Rashesh Shah 
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Company Update | Orient Cement 

Financial summary 

Exhibit 1: Profit and loss statement                              | crore 

(Year-end March) FY20 FY21 FY22E FY23E

Total operating Income 2421.8 2324.1 2770.9 3011.9

Growth (%) -4% -4% 19% 9%

Raw Material Expenses 203.2 292.9 268.2 244.6

Employee Expenses 154.9 152.3 166.0 180.9

Freight costs 693.4 608.9 715.1 785.2

Power & Fuel 591.4 450.6 619.7 695.1

Other expenses 396.0 268.6 345.6 411.9

Total Operating Expenditure 2038.9 1773.3 2114.6 2317.6

EBITDA 382.9 550.7 656.3 694.3

Growth (%) 22.7% 43.8% 19.2% 5.8%

Depreciation 140.9 141.8 136.1 146.1

Interest 122.3 93.6 58.1 43.5

Other Income 17.7 18.3 18.0 19.0

PBT 137.4 333.6 480.1 523.7

Others 0.0 0.0 0.0 0.0

Total Tax 50.8 119.4 175.2 191.1

Reported PAT 86.6 214.2 304.9 332.5

Adjusted PAT 86.6 214.2 304.9 332.5

Growth (%) 82% 147% 42% 9%

Adjusted EPS (|) 4.2 10.5 14.9 16.2
 

Source: Company, ICICI Direct Research 

 

Exhibit 2: Cash flow statement                                     | crore 

(Year-end March) FY20 FY21 FY22E FY23E

Profit after Tax 86.6 214.2 304.9 332.5

Add: Depreciation 140.9 141.8 136.1 146.1

Add: Finance costs 122.3 93.6 58.1 43.5

(Inc)/dec in Current Assets -33.8 115.1 -41.1 -41.3

Inc/(dec) in CL and Def. tax -2.1 77.8 30.0 61.3

CF from operating activities313.9 642.5 488.0 542.1

(Inc)/dec in Fixed Assets -76.9 -51.1 -188.4 -265.0

(Inc)/dec in Investments 0.0 -115.1 0.0 0.0

Others 8.4 -2.9 -4.0 0.0

CF from investing activities -68.5 -169.1 -192.5 -265.0

Issue/(Buy back) of Shares 0.0 0.0 0.0 0.0

Inc/(dec) in loan funds -94.1 -353.2 -200.0 -200.0

Finance costs -122.3 -93.6 -58.1 -43.5

Others 0.0 0.0 0.0 0.0

Changes in other equity -21.8 -26.6 -45.5 -25.0

CF from financing activities-238.2 -473.4 -303.6 -268.5

Net Cash flow 7.3 0.0 -8.1 8.6

Opening Cash 28.7 36.0 36.1 28.0

Closing Cash 36.0 36.1 28.0 36.5
 

Source: Company, ICICI Direct Research 

 

Exhibit 3: Balance sheet                                                | crore 

(Year-end March) FY20 FY21 FY22E FY23E

Liabilities

Equity Capital 20.5 20.5 20.5 20.5

Reserve and Surplus 1097.9 1285.4 1544.8 1852.3

Total Shareholders funds 1118.4 1305.9 1565.3 1872.8

Total Debt 1137.0 783.8 583.8 383.8

Deferred Tax Liability 115.0 174.2 171.0 180.0

Minority Interest / Others

Total L iabilities 2370.4 2263.9 2320.1 2436.6

Assets

Gross PPE 2780.9 2857.9 2932.9 3282.9

Less: Acc Depreciation 571.1 712.9 849.0 995.1

Net PPE 2209.9 2145.0 2083.9 2287.8

CWIP 66.8 41.3 150.0 65.0

Total Fixed Assets 2276.6 2186.3 2233.9 2352.8

Intangibles 61.7 61.3 66.0 66.0

Investments 0.0 115.1 115.1 115.1

Inventory 236.6 170.5 183.1 187.0

Debtors 161.8 110.2 118.3 147.7

Loans and Advances 12.5 12.4 18.0 18.0

Other Current Assets 74.6 77.3 92.1 100.1

Cash 36.0 36.1 28.0 36.5

Total Current Assets 521.5 406.4 439.4 489.3

Creditors 203.5 219.9 246.7 253.1

Provisions & Others 319.0 321.3 327.7 373.5

Total Current Liabilities 522.6 541.2 574.3 626.6

Net Current Assets -1.0 -134.8 -134.9 -137.3

Others Assets 33.1 36.0 40.0 40.0

Application of Funds 2370.3 2263.9 2320.0 2436.6
 

Source: Company, ICICI Direct Research 

 

Exhibit 4: Key ratios                                                      | crore 

(Year-end March) FY20 FY21 FY22E FY23E

Per share data (|)

Adjusted EPS 4.2 10.5 14.9 16.2

Cash EPS 11.1 17.4 21.5 23.4

BV 54.6 63.7 76.4 91.4

DPS 0.8 1.5 1.0 2.0

Cash Per Share 1.8 1.8 1.4 1.8

Operating Ratios (%)

EBITDA Margin 15.8 23.7 23.7 23.1

EBIT Margin 10.0 17.6 18.8 18.2

PAT Margin 3.6 9.2 11.0 11.0

Inventory days 35.7 26.8 24.1 22.7

Debtor days 24.4 17.3 15.6 17.9

Creditor days 36.4 45.3 42.6 39.9

Return Ratios (%)

RoE 7.7 16.4 19.5 17.8

RoCE 10.7 19.6 24.2 24.3

RoIC 11.2 21.6 28.0 26.9

Valuation Ratios (x)

P/E 29.8 12.1 8.5 7.8

EV / EBITDA 9.6 6.0 4.8 4.2

EV / Net Sales 1.5 1.4 1.1 1.0

Market Cap / Sales 1.1 1.1 0.9 0.9

Price to Book Value 2.3 2.0 1.6 1.4

Solvency Ratios

Debt/EBITDA 3.0 1.4 0.9 0.6

Debt / Equity 1.0 0.6 0.4 0.2

Current Ratio 1.0 0.8 0.8 0.8

Quick Ratio 0.5 0.4 0.4 0.5
 

Source: Company, ICICI Direct Research 

 

 

 



  

 

ICICI Securities | Retail Research  3 

  
ICICI Direct Research 

 

Company Update | Orient Cement 

 

 

RATING RATIONALE 

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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