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Healthy demand outlook; expansions on track

We maintain our BUY rating on Dalmia Bharat with an unchanged target price
of INR 2,470/share (12x its FY28E consolidated EBITDA). As per our interaction
with the management, industry remains upbeat on demand for Q4FY26. Dalmia
estimates industry to deliver 7%+ YoY growth in Q4 and is hopeful of meeting
the industry growth. Cement prices have marginally recovered by ~1.5-2% QoQ
across its key markets. The impact of higher pet coke prices is expected to hit
the industry mostly Q1FY27 onwards. In our view, with the uptick in cement
prices and op-lev gain, Dalmia’s Q4FY26 margin should stand ~INR 970/MT vs
INR 822/926 per MT QoQ/YoY. Dalmia reiterated it is on track to reduce its opex
by ~INR 150-200/MT during FY26-28E through multiple initiatives. It also noted
its expansions in the south and west markets are progressing as per schedule.
We estimate Dalmia will deliver consolidated volume/EBITDA CAGRs of
7/20% over FY25-28E. Despite factoring in cumulative capex of INR 115bn for
FY26-28E, its net debt to EBITDA should remain under 2x, in our view.

" Q4FY26 outlook: Dalmia estimates the industry will deliver 7%+ volume
growth in the quarter. Demand has been good so far and is largely driven by
the non-trade segment. The company is hopeful of delivering YoY volume
growth at least in line with industry growth, which will imply ~25% QoQ
volume rise. It also expects non-trade sales share to remain flattish QoQ
(Q2/Q3 at 62%). Dalmia is slowly ramping up the recently-commissioned
clinker plant in the northeast region. On pricing front, as per current pricing
trend, NSR is expected to recover by ~1.5-2% QoQ in Q4. While pet coke prices
have soared >20%, the impact would mostly start reflecting Q1FY26 onwards
and Dalmia expects marginal increase in its fuel cost in Q4FY26. In our view,
with the uptick in cement prices and op-lev gain, Dalmia’s Q4FY26 margin
should stand ~INR 970/MT vs INR 822/926 per MT QoQ/YoY.

®= Progress on INR 150-200/MT opex reduction target (during FY26-28E):
Dalmia is working on multiple cost levers to reduce its operating costs over
the next 2-3 years. It is ramping up green power consumption (through group
captive route) to ~55-60% in FY27E, from 36/46% in FY25/26E. On logistics
front, it is increasing direct dispatches (>60% in FY26 vs ~52% YoY) to reduce
secondary lead distance and handling cost, improve fleet utilization and
optimizing warehousing to lower its overall freight costs. The company is also
targeting to operationalize its captive coal mines in MP, which should start
contributing to cost savings FY28 onwards. Additionally, coal cess reduction
should lead to ~INR 20/MT savings Q3FY26 onwards. These will more than
offset the impact of ~INR 40/MT increase in limestone mining (royalty
increase in Tamil Nadu) Q1FY26 onwards and ~INR 40/MT reduction in GST
incentives Q3FY26 onwards. In the past 3-4 quarters, Dalmia lowered its costs
by INR 50/MT, which offset the impact of limestone royalty increase.

= Expansion update: Dalmia had guided a capex outgo of INR 10bn in Q4FY26,
leading to a total capex outgo of INR 27bn in FY26E. The company notes it
will meet this guidance as its ongoing expansions in south/west (12mn MT
and Maharashtra) are
progressing as per schedule. Civil work is going on at Belgaum. At Kadappa,

cement capacities across Andhra, Karnataka,
equipment ordering has already been placed. Dalmia is targeting to
commission the Belgaum and Pune plants by the end of FY27 and the
Kadappa integrated plant by Q2FY28. These will raise its cement capacity to
61.5mn MT by FY28E.
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® Dalmia has also acquired most of the plant land for the planned greenfield plant
(6mn MT) in Jaisalmer (Rajasthan). It will make formal announcements on the
project capex and timelines by the end of FY26E, when it will have received critical
approvals for this project. As guided earlier, Dalmia would also look to add cement
capacity in the eastern region to better utilize the recently-commissioned clinker
plant in the NE region. Excluding capex for Jaisalmer, Dalmia is targeting ~INR 30bn
capex outgo in FY27E. We have factored in a capex of INR 27.5/42/45bn for
FY26/27/28E since we have built in Jaisalmer and other expansions, which would
take capacity to 70mn MT by FY29E.

® Maintain BUY: We estimate Dalmia’s consolidated EBITDA will grow at 20% CAGR
during FY25-28E, led by both volume growth and margin expansion. Its current
capacity and ongoing expansion are sufficient to help it deliver a 7% volume CAGR.
We maintain our EBITDA estimates for FY26/27/28E. We also maintain BUY, with
an unchanged target price of INR 2,470/share (12x its FY28E consolidated EBITDA).

Key operational assumptions

FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26E FY27E  FY28E

Cement Cap (mn MT) 26.5 274 30.7 35.9 38.6 44.6 49.5 49.5 49.5 61.5
Sales Volume (mn MT) 18.7 19.3 20.7 22.2 25.8 28.8 29.4 30.2 32.7 35.9
YoY change (%) 10.1 3.3 7.3 7.2 16.2 11.6 1.9 3.0 8.0 10.0
(Rs/ MT trend)

NSR 5,068 4,967 4,884 5,084 5,255 5,103 4,763 4,954 5,003 5,103
YoY change (%) 0.2 (2.0) (1.7) 4.1 34 (2.9) (6.7) 4.0 1.0 2.0
Input cost 1,896 1,758 1,547 1,821 2,195 2,021 1,782 1,800 1,790 1,800
Logistics costs 979 982 1,001 1,061 1,086 1,113 1,120 1,075 1,075 1,064
Fixed cost 1,163 1,135 1,001 1,109 1,071 1,052 1,041 1,069 1,076 1,069
Total Opex 4,038 3,876 3,550 3,991 4,352 4,186 3,943 3,943 3,940 3,933
YoY change (%) 4.7 (4.0) (8.4) 12.4 9.0 (3.8) (5.8) 0.0 0.1) (0.2)
EBITDA 1,030 1,091 1,334 1,093 903 917 820 1,010 1,063 1,170

Source: Company, HSIE Research

Estimates revision summary (consolidated)

INR bn FY26E  FY27E FY28E FY26E  FY27E FY28E FY26E FY27E FY28E

New New New Old Old Old| Change % Change % Change %
Net Sales 149.75 163.35 183.28 146.85  161.77 184.80 2.0 1.0 0.8)
EBITDA 30.54 34.71 42.02 30.56 34.77 41.99 0.1) (0.2) 0.1
APAT 10.99 13.47 16.14 11.54 13.57 16.18 4.7) (0.8) 0.2)
AEPS 57.86 70.87 84.93 60.73 71.45 85.14 4.7) (0.8) 0.2)

Source: Company, HSIE Research
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Rising share of low-cost green power
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Consolidated volume is expected to clock 7% CAGR

during FY25-28E

Source: Company, HSIE Research

We estimate NSR to grow at 2.3% CAGR aided by recent
uptick in cement prices across south and east

mnmt HEE Consol volume —®&— Vol growthYoY % (RHS)

40 -
35 +
30 -

FY20
Fy21
Fy22
FY23

Fy24

FY25

FY26E

FY27E

FY28E

[+74
‘o

- 18

INR/MT . N SR —8—NSR YoY % (RHS) %
5,300 - 6
5,200 - "
5100 - -,
5,000 -
-0

4900 ~
4,800 - @
4700 - - (4)
4,600 - ©
40 - e

S 5 8 § ¥ giw B oo

(] (o] (2]
£E R OR B R RIx gz og

Source: Company, HSIE Research

Source: Company, HSIE Research

Page | 3



Dalmia Bharat: Company Update

Better pricing and cost savings should drive margin
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Capex to be funded by internal accruals as well as debt

expansion
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Healthy cashflows to keep gearing under 2x

Source: Company, HSIE Research

Return ratios should recover; albeit remain sub-par
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Financials
Consolidated Income Statement
YE Mar (INR mn) FY23 FY24 FY25 FY26E FY27E FY28E
Revenues 135,520 146,910 139,800 149,754 163,351 183,280
Growth % 20.1 8.4 4.8) 7.1 9.1 12.2
Raw Material 22,850 31,470 28,290 23,019 24,861 27,347
Power & Fuel 36,790 31,160 29,030 31,396 33,569 37,295
Freight Expense 24,980 27,590 27,850 32,492 35,091 38,214
Employee cost 7,710 8,710 8,850 9,293 10,036 10,939
Other Expenses 19,910 21,590 21,710 23,013 25,084 27,467
EBITDA 23,280 26,390 24,070 30,541 34,711 42,018
EBIDTA Margin (%) 17.2 18.0 17.2 204 21.2 22,9
EBITDA Growth % 4.0) 13.4 8.8) 26.9 13.7 21.1
Depreciation 13,050 14,980 13,310 13,372 15,125 17,217
EBIT 10,230 11,410 10,760 17,169 19,586 24,802
Other Income 1,260 3,150 2,530 2,306 3,300 2,743
Interest 2,340 3,860 3,990 4,603 4,473 5,523
PBT 9,150 10,700 9,300 14,872 18,414 22,022
Tax 3,093 2,720 2,183 3,718 4,788 5,726
Minority Int (5,100) 270 160 160 160 160
RPAT 10,350 8,260 6,830 10,914 13,466 16,136
EO (Loss) / Profit (Net of Tax) (808) 550 (128) (80) - -
APAT 11,158 7,710 6,958 10,994 13,466 16,136
APAT Growth (%) 37.7 (30.9) 9.8) 58.0 225 19.8
AEPS 60.3 40.6 36.6 57.9 70.9 84.9
AEPS Growth % 37.7 32.7) 9.8) 58.0 225 19.8
Source: Company, HSIE Research
Consolidated Balance Sheet
YE Mar (INR mn) FY23 FY24 FY25 FY26E FY27E FY28E
SOURCES OF FUNDS
Share Capital 370 380 380 380 380 380
Reserves And Surplus 155,910 163,590 173,360 182,075 192,848 205,757
Total Equity 156,280 163,970 173,740 182,455 193,228 206,137
Minority Int 1,160 1,100 1,260 1,420 1,580 1,740
Long-term Debt 33,230 46,060 50,490 55,490 65,490 65,490
Short-term Debt 5,320 1,990 6,530 6,990 6,990 6,990
Total Debt 38,550 48,050 57,020 62,480 72,480 72,480
Deferred Tax Liability 16,100 17,580 19,810 21,847 21,847 21,847
Long-term Liab+ Provisions 4,060 4,030 4,670 4,670 4,701 5,014
TOTAL SOURCES OF FUNDS 216,150 234,730 256,500 272,872 293,836 307,218
APPLICATION OF FUNDS
Net Block 140,540 152,050 169,320 179,448 171,268 226,051
Capital WIP 18,700 23,950 26,160 30,160 65,160 38,160
Goodwill 7,300 5,270 3,740 3,740 3,740 3,740
Other Non-current Assets 9,180 11,310 12,020 12,020 12,020 13,222
Total Non-current Investments 22,930 23,780 30,140 22,740 22,740 22,740
Total Non-current Assets 198,650 216,360 241,380 248,108 274,928 303,913
Inventories 13,160 12,180 13,860 14,227 15,518 17,412
Debtors 7,000 8,360 8,890 8,985 9,801 10,997
Cash and Cash Equivalents 15,240 26,740 23,060 33,005 27,434 12,009
Other Current Assets (& Loans/adv) 21,140 13,480 14,520 14,370 15,151 15,807
Total Current Assets 56,540 60,760 60,330 70,586 67,905 56,224
Creditors 11,350 13,160 15,390 13,478 14,702 16,495
Other Current Liabilities & Provns 27,690 29,230 29,820 32,344 34,295 36,424
Total Current Liabilities 39,040 42,390 45,210 45,822 48,997 52,919
Net Current Assets 17,500 18,370 15,120 24,765 18,908 3,305
TOTAL APPLICATION OF FUNDS 216,150 234,730 256,500 272,872 293,836 307,218
Source: Company, HSIE Research
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Consolidated Cash Flow

YE Mar (INR mn) FY23 FY24 FY25 FY26E FY27E FY28E
Reported PBT 13,210 10,690 8,170 14,872 18,414 22,022
Non-operating & EO Items (5,140) (3,100) (1,290) (2,386) (3,300) (2,743)
Interest Expenses 2,310 3,860 3,990 5,557 6,073 6,523
Depreciation 13,050 14,980 13,310 13,372 15,125 17,217
Working Capital Change (770) 460 (2,300) 300 317 (711)
Tax Paid (140) (540) (710) (1,681) (4,788) (5,726)
OPERATING CASH FLOW (a) 22,520 26,350 21,170 30,034 31,841 36,582
Capex (27,010) (27,230) (26,260) (27,500) (41,945) (45,000)
Free Cash Flow (FCF) (4,490) (880) (5,090) 2,534 (10,104) (8,418)
Investments 2,980 (4,670) 2,200 7,400 - -
Non-operating Income 770 4,400 1,360 2,306 3,300 2,743
INVESTING CASH FLOW (b) (23,260) (27,500) (22,700) (17,794) (38,645) (42,257)
Debt Issuance/(Repaid) 6,340 8,400 5,940 5,460 10,000 -
Interest Expenses (2,970) (4,520) (4,640) (5,557) (6,073) (6,523)
FCFE (1,120) 3,000 (3,790) 2,437  (6,177) (14,941)
Share Capital Issuance - 30 - - - -
Dividend (1,690) (1,690) (1,690) (2,199) (2,693) (3,227)
FINANCING CASH FLOW (c) 1,680 2,220 (390) (2,296) 1,234 (9,750)
NET CASH FLOW (a+b+c) 940 1,070 (1,920) 9,945 (5,570) (15,425)

Source: Company, HSIE Research

Key Ratios

FY23 FY24 FY25 FY26E FY27E FY28E
PROFITABILITY %
EBITDA Margin 17.2 18.0 17.2 20.4 21.2 229
EBIT Margin 7.5 7.8 7.7 11.5 12.0 13.5
APAT Margin 8.2 5.2 5.0 7.3 8.2 8.8
RoE 7.0 4.8 4.1 6.1 7.1 8.0
RolIC (pre-tax) o) 6.2 5.5 8.2 9.5 10.8
RoCE (pre-tax) 54 6.4 54 7.4 8.1 9.2
EFFICIENCY
Tax Rate % 33.8 25.4 23.5 25.0 26.0 26.0
Fixed Asset Turnover (x) 0.7 0.6 0.6 0.5 0.6 0.6
Inventory (days) 35 30 36 35 35 35
Debtors (days) 19 21 23 22 22 22
Other Current Assets (days) 82 62 69 64 61 58
Payables (days) 31 33 40 33 33 33
Other Current Liab & Provns (days) 86 83 90 90 87 83
Cash Conversion Cycle (days) 20 3) ) 2) 3) 1)
Net Debt/EBITDA (x) 1.0 0.8 14 1.0 1.3 14
Net D/E 0.1 0.1 0.2 0.2 0.2 0.3
Interest Coverage 44 3.0 2.7 3.7 44 45
PER SHARE DATA (Rs)
EPS 60.3 40.6 36.6 57.9 70.9 84.9
CEPS 130.9 119.4 106.7 128.2 150.5 175.5
Dividend 9.0 9.0 9.0 11.6 14.2 17.0
Book Value 851 869 921 968 1,025 1,094
VALUATION
P/E (x) 30.7 444 49.2 35.8 29.2 24.4
P/Cash EPS (x) 14.6 14.7 17.0 16.2 13.7 11.8
P/BV (x) 22 21 2.0 22 2.0 1.9
EV/EBITDA (x) 15.3 134 15.1 134 11.7 10.4
EV/MT (Rs bn) 9.17 8.39 8.14 8.34 8.30 7.07
Dividend Yield (%) 0.4 0.4 0.4 0.6 0.7 0.8
OCF/EV (%) 6.3 7.5 5.8 7.3 7.8 8.4
FCFF/EV (%) 1.3) 0.2) (1.4) 06 (2.5) (1.9)
FCFE/M Cap (%) 0.3) 0.9 (1.1) 06 (1.6) (3.8)

Source: Company, HSIE Research
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