Notonlyis JK
Lakshuni Cement
keen on ramping
up its capacity

with a propetly

laid out plan for
investments but the
steady growth in the
infrastructure sector
is bound to help it
reap rich rewards
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Cementing The Future

K Valkshmi Cement (JKLCL) seems to be a good investment gpportunity at
current levels and there are compelling reasons for the same. These include
good growh in dispatches, better cxpected performance for Q1FY10, recent
in cement prices, sustenance of demand, its capacity addition of 1.20 million
tonnes and its plans to go ahead with a greenfield cement plant of 2.70 million
ronnes. On the valuation front too the scrip seems to be placed in a good position.
At its CMP of Rs 53.25, it is still trading below its book value of Rs 103, resulting
L L_‘snu: ter ook ratie \‘.iFj'LI.St 0.51x L

Further, the CMP discounts its trailing four quarter earnings by 1.72x and’
with better performance for (Q4FYUY the EPS is expected to improve. Even the
FV/EBITDA of 2.20x is placed much better than the other cement counters.
Considering the above factors we recommend that investors should buy the scrip
at its current levels with a target price of Rs 65 in the next two quarters.

JKLCL has recently added 1.20 million tonne capacity to its existing plant at
Kilol {Gujarat), thereby raking its total capacity to 4.85 million tonnes with a
capex of Rs 210 crore. The important factor is that its current capacity is 4.85
million tonnes. Even by conservative estimates (Rs 350 crore for 1 million tonne),
the total value of the curcent capacity can be tagged ac Rs 1,700 crore. If we
consider its debt of Rs 695 crore, market cap of Rs 325 crore and its recent capex
of Rs 210 crore (our assumption being that it is funded 100 per cent thorougls
debt}. the total cost arrives at Rs 1,230 crore. So this clearly provides a scope for
upward movement.

The company is further planning to invest Rs 1,100 crore in rhe nexr rwn
years for setting up a greenfield plant at Durg (Chattisgarh) to add another 2.7
million tonnes of cement capacity. The management expects the apacity w gu o
stream by the end of 2011. The operating performance of the company has also
been good and the same can be seen from the fact that for FY09 its dispatches
have increased to 4 million tonnes as compared to 3,63 million tonnes in FY0B.
Further, the company has managed to sustain its realisation for the same period.

- However, this is expected to increase as the comnpany bas wevendy opred for a

price hike. The management has atribuced growth to the increased demand
from smaller cities, rural areas and government infrastructure projects. With
infrastructure projects expected to remain hunyant foor the next few months, we
expect Q1FY 10 o be good for the company. ’ :
On the financial front, for 9MFY09 the company has posted a topline af
Rs 860.12 crore and bottomline of Rs 121.61 crore as compared to Rs §16.31
crore and Rs 203.06 crore for 9MFY08. Considering 2 berrer performance in
QAFY09, for FYDO we expect the company to post a topline of Rs 1.214 crore
and botcomline of Rs 181 crore, resulting in EPS of Rs 29,50 and P/E of 1.82x.
This provides scope for further upward wovernent and hence our recommendation
is that investors should buy the scrip with a target price of Rs 65 in the nexc
EWO quarters. . : - - E
{The: anielyst daes 1ot hold any shares in the company)
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