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Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam 
nonummy nibh euismod tincidunt ut laoreet dolore magna aliquam 
erat volutpat. Ut wisi enim ad minim veniam, quis nostrud exerci 
tation ullamcorper suscipit lobortis nisl ut aliquip ex ea commodo 
consequat. Duis autem vel eum iriure dolor in hendrerit in 
vulputate velit esse molestie consequat, vel illum dolore eu feugiat 
nulla  

 
▪ Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam nonummy 

nibh euismod tincidunt ut laoreet dolore magna aliquam erat volutpat. Ut wisi 
enim ad minim veniam,  
 

▪ quis nostrud exerci tation ullamcorper suscipit lobortis nisl ut aliquip ex ea 
commodo consequat. Duis autem vel eum iriure dolor in hendrerit in vulputate 
velit esse molestie consequat, 
 

▪  vel illum dolore eu feugiat nulla facilisis at vero eros et accumsan et iusto odio 
dignissim qui blandit praesent luptatum zzril delenit augue duis dolore te feugait 
nulla facilisi. et iusto odio dignissim qui blandit praesent luptatum zzril delenit  

Saurashtra Cement Ltd.  

Quick small/midcap Funda Momentum Picks 
Medium to High risk 
 
Key points: 

• These picks are based on fundamentals and issued when momentum is seen in them. These stocks may not have enough liquidity and depth and 
may go from circuit to circuit (either up or down). In the interest of timeliness, detailed financial projections are not prepared. 

• Small allocation of investible surplus may be put in such stocks and spread your surplus among several such stocks. 

• Once the risk appetite in the market reduces, such stocks could face the pressure of selling irrespective of fundamentals or valuations. 

• Entry and exit into these stocks have to be carefully timed. 

• These stocks have inherent value in them and their expected rate of growth could be faster than their peers. Their current valuations may not 
reflect these and hence considering the current market conditions, a buy report has been issued.  

• It is possible that the street may take time to recognize these or there may be adverse developments in the interim. Hence proper exit strategies 
have to be worked out in advance (that may include stoploss or trailing stoploss). 
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Industry LTP Recommendation 
Base Case Fair 

Value 
Bull Case Fair 

Value 
Red flag 
level* 

Time Horizon  

Cement Rs.118.75 Buy in Rs.117-121 band & add more on dips to Rs 106 Rs. 135 Rs. 148 Rs.95 1- 2 quarters 
*Investor may sell 60-65% of their holding on first target being achieved and later keep a stop loss of first target for balance holding, in case the second target takes time to be achieved. Investor may also maintain Rs.196 as red flag level below which investment position needs to be 
reviewed, including the possibility to exit 

Our Take:   
Saurashtra Cement Limited (SCL) was incorporated in 1956 and has 6+ decades of experience of operating in cement industry. It is the 
flagship company of The Mehta Group which has multiple businesses with diversified locations. Besides standard products, the company 
also manufactures 'Sulphate Resistant Portland Cement' which is used for specific applications. Going forward, in order to improve its 
competitiveness, the company aims at ensuring strategic integration of activities and optimize production and distribution across all 
markets in order to provide a complete solution for customer needs at the lowest possible cost. 
 
It is a one of the oldest cement players in the Western Region of India. It has 1.5 MTPA of cement capacity at Ranavav Gujarat. We believe 
further growth will be driven by increase in demand of cement and acquisition of exterior cement-based masonry paint business.   
 
We expect COVID-led lockdown and slowdown in the economy to lead to subdued growth in volumes for SCL in FY22E but buoyant cement 
prices and aggressive control on variable costs are likely to drive EBITDA growth. The industry has high dependence on real estate and 
infra, which are likely to be impacted by the economic slowdown. The key growth drivers of demand are likely to be rural housing, 
Pradhan Mantri Awas Yojana (rural), Pradhan Mantri Gram Sadak Yojana and increased spending on infrastructure development. 
 

Valuations & Recommendation: 
We expect the company to benefit from 1) Its established regional presence, 2) long term experience of promoter group, 3) Acquisition of 
exterior cement-based masonry paint company “Snowcem Paints”, 4) Net debt free balance sheet and consistent strong cash flow 
generation, and 5) Positive industry triggers like higher realizations.  
 

Cement companies are valued (EV/T or EV/EBITDA) based on their capacities, regional diversification, and Balance Sheet strength. Smaller 
companies are generally valued lower because of regional concentration, limited scale of operations, lower pricing power; however, stocks 
get re-rated post announcing growth plans, successfully executing expansions and forays into new markets (like Snowcem in the current 
company), thus reducing concentration risk on earnings. 

HDFC Scrip Code SAUCEMEQNR 

BSE Code 502175 

NSE Code NA 

Bloomberg SRC:IN 

CMP August 04, 2021 Rs.118.75 

Equity Capital (Rs cr) 70 

Face Value (Rs) 10 

Equity Share O/S (cr)  6.99 

Market Cap (Rs cr) 829.94 

Book Value (Rs) 75 

Avg. 52 Wk Volumes 109649 

52 Week High  132.00 

52 Week Low 36.50 

  

Share holding Pattern % (June, 2021) 

Promoters 73.09 

Institutions 0.74 

Non Institutions 26.17 

Total 100.0 

Retail Research Risk Rating: 

  Red* 
* Refer at the end for explanation on Risk Ratings 
 

Fundamental Research Analyst 
Jimit Zaveri 
Jimit.zaveri@hdfcsec.com 
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We think SCL can post 11% CAGR (over FY21-FY23E) in net sales to Rs.834.7 cr, 23% CAGR in EBITDA to Rs. 173 cr and 29% CAGR in PAT to 
Rs.120.2 cr. This does not take into account the sales from the newly acquired Snowcem exterior paints business.  
 
We believe the base case fair value of the stock is Rs.135 (FY23E EV/T of $56 and FY23E EV/EBITDA of 3.6x) and the bull case fair value 
is Rs.148 (FY23E EV/T of $64 and FY23E EV/EBITDA of 4.1x). Investors can buy the stock at the CMP (FY23E EV/T of $46 and FY23E 
EV/EBITDA of 3.0x) and add on dips to Rs.106 (FY23E EV/T of $38 and FY23E EV/EBITDA of 2.4x). 
 
Financial Summary (Consolidated) 

Particulars (Rs cr) Q4FY21 Q4FY20 YoY-% Q3FY20 QoQ-% FY19 FY20 FY21P 

Total Operating Income 243 177 37% 206 18% 622 608 674 

EBITDA 48 31 55% 34 41% 5 109 115 

APAT 32 7 357% 21 52% -5 57 72 

Diluted EPS (Rs) 4.53 0.95 377% 2.97 53% -0.7 8.1 10.4 

RoE-%           -1.2 13.2 14.8 

P/E (x)           NA 14.7 11.5 

EV/EBITDA           108.4 4.7 4.5 
 (Source: Company, HDFC sec) 

 

Triggers  
In order to diversify its business and expand into highly scalable and synergistic business to its existing cement business, the company in 
Mar 2021 had acquired “Snowcem Paints” which is into manufacturing of exterior cement-based masonry paints. The total consideration 
for the transaction is around Rs 55 crore. Snowcem markets exterior power paints, interior emulsion, enamels, primers, cement paints, 
putty and snowcare range. It has several well-known brands in its portfolio. The operations has commenced under ‘Saurashtra Cement - 
Paint Division’ with effect from May 01, 2021. Going forward, scale-up in the Snowcem paints business is likely to be the key growth driver 
for the company. This may also lead to P/E rerating depending on how fast the scale up happens.  
 
SCL's plant at Ranavav located in Gujarat state has a capacity of 1.5 MTPA. The plant offers locational advantages because of its proximity 
to the Porbandar and Veraval/Okha ports, rail network and is close to highways. Besides standard products, the company also 
manufactures 'Sulphate Resistant Portland Cement' for specific applications. The products are marketed / distributed in bags, jumbo bags 
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and loose by road, rail and sea - to suit customer's requirements located in Gujarat, Maharashtra, Rajasthan, Madhya Pradesh and the 
West Coast of India. SCL thus has competitive access to the domestic markets and also to the large export markets in the Africa, Middle 
East countries, Sri Lanka etc. by the economical sea route. 
 
Cement prices have risen the most in Q1FY22 sequentially in West markets, also. Cement price in West region has increased by 1% QoQ, 
3% YoY.   
 
SCL’s financial strength has been constantly improving on the back of strong operating cash flows due to lower capex on the expansion 
side. It has posted RoE/RoCE of 14.8/19.8% in FY21P which is  sustainable. In the past 8 years, it has never made a loss except a small loss 
in FY19.  
 
In SCL, promoter holding stands at ~73% which was increased from ~64% post equity infusion in FY16 @ par. 
  
Concerns 

• Its realizations and profitability get impacted by the extant demand and supply, which are inherent risks associated with the cement 
industry. The cement industry is likely to add 78mnT cement capacity over FY21-FY24E.  
 

• The company is exposed to any adverse volatility in the prices of the commodities, fuel, power and freight costs. Inability to pass on 
price can affect adversely on profitability.  
 

• Revenue of the company is concentrated in Western Indian region, any slowdown in region will affect revenue and profitability of the 
company. Majority of the sales volume of the Company is restricted to the state of Gujarat. The Company is largely dependent on a 
single market and any calamity or other factor which may affect development in Gujarat may also impact the Company’s performance. 
 

• Inability to scale and have a profitable growth in the Snowcem Paints business over next 2-3 years would have an adverse impact on 
the earnings growth prospects of the company.  
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• It has Rs.59.8 cr Capital WIP on books as on March 2021 including old CWIP of Rs.34 cr. It had applied for environmental clearance for 
expansion in 2018 over large area and limestone capacity. However the current status of this expansion is not known. 

 
 

Company Background: 
Saurashtra Cement Limited (SCL) is the flag ship company of The Mehta Group, formed in 1956. Saurashtra Cement Limited" (SCL), 

manufactures and markets cement under the brand name "HATHI". Saurashtra Cement, Ranavav is a dry process cement plant using Pre-

calciner Technology that consists of In Line (ILC)as well as Separate Line Calciner (SLC) for the pyro-processing. Apart from this, the group 

also owns Gujarat Sidhee Cement Ltd which is engaged in the business of cement (1.2 mn tonnes plant) under the brand name 'Sidhee’.  

Recently it merged one of the promoter companies into Saurashtra Cement so that the 19.4% stake (out of 73.4% promoter stake) is now 

held directly by the promoters.  

 
Charts 

               
(Source: Company, HDFC sec) 
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Financial  
Income Statement         Balance Sheet         

(Rs Cr) FY18 FY19 FY20 FY21P   As at March FY18 FY19 FY20 FY21 

Net Revenue 574 622 608 674   SOURCE OF FUNDS         

Growth (%) 22.0 8.4 -2.2 10.8   Share Capital 69.2 69.3 69.5 69.8 

Operating Expenses 524 617 499 559   Reserves 346 339 381 453 

EBITDA 50 5 109 115   Shareholders' Funds 416 408 451 523 

Growth (%) 69.9 -90.5 2211.2 5.0   Long Term Debt 3 4 6 5 

EBITDA Margin (%) 8.7 0.8 17.9 17.0   Long Term Provisions & Others 12 12 18 30 

Other Income 17.7 8.4 8.4 12.3   Total Source of Funds 430 425 475 558 

Depreciation 17.7 18.3 19.7 20.0   APPLICATION OF FUNDS         

EBIT 50 -5 98 107   Net Block 377 386 386 406 

Interest  3.4 4.7 4.5 4.4   Non-Current Investments 6 5 4 8 

      Exceptional Items 0.0 3.2 -16.0 0.0   Deferred Tax Assets (net) 0 2 0 0 

PBT 46 -7 77 102   Long Term Loans & Advances 16 23 26 26 

Tax -16.0 -1.9 20.8 30.2   Total Non-Current Assets 399 416 416 439 

PAT 62 -5 57 72   Current Investments 0 0 0 0 

Growth (%) 349.0 PL LP 27.9   Inventories 56 78 100 56 

EPS 8.9 -0.7 8.1 10.4  Trade Receivables 19 16 34 29 

       Short term Loans & Advances 14 3 4 3 

       Cash & Equivalents 81 81 102 188 

          Other Current Assets 4 3 5 11 
       Total Current Assets 175 181 245 287 
       Short-Term Borrowings 13 26 18 13 
       Trade Payables 52 63 55 37 
       Other Current Liab & Provisions 76 80 110 115 
       Short-Term Provisions 3 3 3 3 
       Total Current Liabilities 144 172 186 168 

      Net Current Assets 31 9 59 119 

      Total Application of Funds 430 425 475 558 
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Cash Flow Statement      Key Ratios      

(Rs Cr) FY18 FY19 FY20 FY21P    FY18 FY19 FY20 FY21P 

Reported PBT 46 -7 77 102  Profitability (%)         

Adjustment 10 21 37 17  EBITDA Margin 8.7 0.8 17.9 17.0 

Working Capital Change 2 4 -38 30  EBIT Margin 8.7 -0.8 16.1 15.9 

Tax Paid -9 -3 -14 -16  APAT Margin 10.9 -0.8 9.3 10.7 

OPERATING CASH FLOW ( a ) 49 15 62 134  RoE 16.1 -1.2 13.2 14.8 

Capex -31 -31 -24 -39  RoCE 11.6 -1.2 20.6 19.8 

dec in Fixed Asset 1 0 1 2  Solvency Ratio         

Free Cash Flow 19 -17 39 96  D/E 0.0 0.1 0.1 0.0 

Investments -7 10 -21 -90  Interest Coverage 14.6 -1.1 21.8 24.4 

Non-operating income 0 5 5 6  PER SHARE DATA         

INVESTING CASH FLOW ( b ) -37 -16 -38 -121  EPS 44.6 -0.7 8.2 10.4 

Debt Issuance / (Repaid) 0 15 -6 -9  CEPS 11.6 1.9 11.0 13.2 

Interest Expenses -3 -4 -3 -3  BV 60 59 65 75 

FCFE 15 -5 30 85  Dividend 1.0 1.0 1.8 1.0 

Share Capital Issuance 0 0 0 0  Turnover Ratios (days)         

Dividend -7 -7 -12 -6  Debtor days 12 9 21 16 

Other financial Activity -1 -1 -3 0  Inventory days 36 40 53 42 

FINANCING CASH FLOW ( c ) -12 3 -23 -17  Creditors days 36 34 43 30 

CHANGES IN CASH BALANCE (a+b+c) 0 2 1 -4  Working Capital Days 13 15 31 28 

Opening cash Balance 70 81 81 102  VALUATION         

Closing cash Balance 70 83 81 98  P/E 13.3 NA 14.7 11.5 

         P/BV 2.0 2.0 1.8 1.6 

      EV/EBITDA 10.3 108.4 4.7 4.5 

      Dividend Yield 0.8 0.8 1.5 0.8 
      Dividend Payout 2.2 NA 21.6 9.7 

(Source: Company, HDFC sec) 
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One Year Price Chart 

 
  (Source: Company, HDFC sec) 
 
HDFCSec Retail Research Rating description 

 
Green rating stocks 
This rating is given to stocks that represent large and established business having track record of decades and good reputation in the industry. They are industry leaders or have significant market share. They have multiple streams of cash flows and/or 

strong balance sheet to withstand downturn in economic cycle. These stocks offer moderate returns and at the same time are unlikely to suffer severe drawdown in their stock prices. These stocks can be kept as a part of long term portfolio holding, if 

so desired. This stocks offer low risk and lower reward and are suitable for beginners.  They offer stability to the portfolio. 

 
Blue Rating stocks 
This rating is given to stocks that have strong balance sheet and are from relatively stable industries which are likely to remain relevant for long time and unlikely to be affected much by economic or technological disruptions.  These stocks have 

emerged stronger over time but are yet to reach the level of green rating stocks. They offer medium risk, medium return opportunities. Some of these have the potential to attain green rating over time.    

 
Red Rating stocks 
This rating is given to emerging companies which are riskier than their established peers. Their share price tends to be volatile though they offer high growth potential. They are susceptible to severe downturn in their industry or in overall economy. 
Management of these companies need to prove their mettle in handling cyclicality of their business. If they are successful in navigating challenges, the market rewards their shareholders with handsome gains; otherwise their stock prices can take a 
severe beating. Overall these stocks offer high risk high return opportunities. 
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Disclosure: 
I, Jimit Zaveri, (MBA), 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 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 fro m 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 fro m 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. 
 
 


