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Rs 730Birla Corporation

Established player in transformer and white oil

Birla Corporation (BCL), is engaged in the business of manufacturing and sales of
cement. The company is also into sales of Jute, PVC goods and automotive trim parts.
The company originally incorporated in Aug 1919 as Birla Jute Manufacturing Company
was renamed in 1998 to reflect its diversified operations. As on date, cement is the
largest contributor to the company’s revenue (over 90%) with the remaining coming
from jute and other products.

The Jute business of the company alike the industry peers is dependent on government
orders (for pro procurement of food grains under the Jute Packaging Materials Act)
and currently government orders account for about 70 per cent of installed production
capacity. Though the company focus on exports of value added products it still
accounts just about 12% of overall sales in FY20.

BCL on a standalone basis has seven cement plants spread across four states of
Rajasthan, Uttar Pradesh, Madhya Pradesh, and West Bengal with an aggregate installed
cement capacity of 10.00 MTPA per annum. In August 2016, BCL successfully acquired
100% equity stake in Reliance Cement Company (RCCPL) to expand its cement business.
At present, BCL along with RCCPL have a group installed cement capacity of 15.58
MTPA. The company has its captive limestone mines, clinker capacities as well as
captive power plants.

RCCPL’s cement plants are relatively new and enjoy various tax incentives. The operating
profitability has benefitted from the VAT incentives available to RCCPL and various
synergies in logistics, power and fuel and selling and distribution expenses. Post the
acquisition, the capacity utilisation of RCCPL has improved from 64% in fiscal 2017 to
89% in fiscal 2020. It has mineral concessions in Madhya Pradesh, Maharashtra,
Rajasthan, and Himachal Pradesh for further expansion. Given BCL’s presence in the
central region, the acquisition has resulted in sizeable synergies. The company’s market
position in Central India has strengthened post acquisition of RCCPL.

Established regional presence with strong brands

The company has strong presence in Central (Madhya Pradesh) and Northern regions
(Uttar Pradesh & Rajasthan) of the country with other key markets of the company
being Haryana, Bihar, Bengal, Delhi, Gujarat and Maharashtra.

BCL sells cement under various well established brands, prominent being MP Birla
Perfect Plus, MP Birla Unique, MP Birla Samrat, MP Birla Ultimate, MP Birla Ultimate
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FINANCIALS SUMMARY

SALES OPM OP OTHER PBIDT INTEREST PBIDT DEP. PBT EO PBT NP EPS

(%) INC. BEFORE EO EXP AFTER EO (AFTER MI) (Rs)*

1903 (12) 6548.73 14.5 948.61 78.47 1027.08 370.52 656.56 339.12 317.44 0 317.44 255.7 33.2

2003 (12) 6915.69 19.3 1335.97 85.13 1421.1 387.67 1033.43 351.91 681.52 0 681.52 505.18 65.6

2103 (12P) 6417.44 20.5 1313.93 89.08 1403.02 333.31 1069.71 380.3 689.4 0 689.4 490.57 63.7

2203 (12P) 7263.75 20.2 1465.37 97.99 1563.36 339.98 1223.38 429.74 793.64 0 793.64 563.48 73.2

*EPS is on current equity of Rs 77.01 crore, Face value of Rs 10. EO: Extraordinary Items. EPS is calculated after excluding EO and relevant tax.
Figures in Rs crore. (P): Projections
Source: Capitaline Database
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Ultra, MP Birla Chetak, MP Birla Concrecem, MP Birla Multicem, and MP Birla PSC
Samrat.

Adoption of differentiated brand offerings in each region backed by sustained
localised campaigns helped the company to build strong regional champion
brands such as Unique, Samrat, Samrat Advanced, Ultimate and Chetak apart
from premium flagship brand of Perfect Plus. The brand Ultimate Ultra has
established itself as one of the premium brand in Madhya Pradesh.

Approximately 82% of the company’s sales are generated from Trade channels
and around 18% from Non-trade channels. And the company has a strong
network of 1250 marketing staff, 300 sales promoters and more than 10000
dealers (both BCL and RCCPL). On a combined basis, the plants cover an average
radius of approximately 350 kms. Going forward, the group is setting up a
plant in Mukutban, Maharashtra to increase its presence in Western region.

The company has leveraged its strong brand to get into allied construction
products such as Wall Putty and construction chemicals. Wall putty and
construction chemicals launched during the year under the Perfect Plus franchise
in select markets have been received well and have even started to make a
modest contribution to the Company’s profitability. The Company plans to
scale up the business and expand profitability by adding new products to the
range and by optimising the supply chain.

BCL’s key markets witnessed strong recovery in cement demand

Construction sector though in general is still crippled by COVID 19 pandemic
that is largely pronounced in major metros. In Q2FY21 the sales volume of the
company grew 2% to 3.26 million tonnes as the cement demand in BCL’s key
markets such as Uttar Pradesh, Madhya Pradesh and Bihar was better than
expected largely on account of demand for rural housing and government
spending on rural infrastructure. During the September quarter, rural retail and
independent home builder segments boosted cement demand in the northern,
central and eastern Indian markets. A steady ramp up in demand is being
witnessed from the infrastructure sector as well, as migrant workers return to
works. Prices remained largely stable through the September quarter except for
seasonal disturbances due to monsoons. The management expects better
demand environment to prevail for the rest of the year.

Share of premium products on steady rise and to facilitate higher profitability

The company in FY20 managed to increase the price realisation up by 5.7% to
Rs 4811/ton despite muted market conditions, through judicious adjustment
of geographic focus and product mix aimed at increasing the share of premium
and blended cement within its brand portfolio aided by high quality of the
products. With sustained increase in both share of premium cement and blended
cement share, the realisation in H1FY21 was up by 0.2% to Rs 4881/ton and up
1.3% to Rs 4862 in Q2FY21.

The company continue to focus on offering high quality products to customers
and makes sustained investment brands and distribution assets to make it
possible. As result of this the share of premium cement by volume within the
trade segment rose from 37% in 2018-19 to 41% in FY2020. This has further
increased to 46% in H1FY21 (up from 38% in H1FY20). The share of premium
cement was at a high of 48% in Q2FY21.

The company has strong
presence in Central
(Madhya Pradesh) and
Northern regions (Uttar
Pradesh & Rajasthan) of the
country with other key
markets of the company
being Haryana, Bihar,
Bengal, Delhi, Gujarat and
Maharashtra.

BCL sells cement under
various well established
brands, prominent being MP
Birla Perfect Plus, MP Birla
Unique, MP Birla Samrat,
MP Birla Ultimate, MP Birla
Ultimate Ultra, MP Birla
Chetak, MP Birla
Concrecem, MP Birla
Multicem, and MP Birla PSC
Samrat



3January 02, 2021

The share of high yielding blended cement also on rise from 89% in FY19 to
93% in FY20 and further to 93.8% in H1FY21. Moreover as higher the share of
blended cement, higher the profitability as the increase in sale in blended cement
implies higher absorption of fly ash, which reduces clinker consumption. The
EBITDA/ton for H1FY21 was up by 8% to Rs 1080 and that for Q2FY21 was up
by 20.8% to Rs 1154.

Greenfield Maharashtra plant to get commissioned by Sep 2021

The Company is currently embarked on construction of a 3.9 million ton Greenfield
integrated Cement plant at Mukutban in Maharashtra with 40 MW captive power
plant and 10.6 MW Waste Heat Recovery Systems at an estimated cost of Rs
2450 crore. The company post COVID 19 disruption of construction expect the
project to get commissioned by Sep 2021.Moreover the window for tax incentives
for the factory has been extended by the state government of Maharashtra by 18
months till December 2022.

Simultaneously the company is also into expansion of its Kiln capacity at its
Chanderia unit by 400000 tons. As of Nov 2020, the project to scale up kiln
capacity at Chanderia in Rajasthan is nearing completion and will be hooked up
during the next planned shutdown of the plant.

The company has already approved second phase expansion of existing capacity
of grinding cement plant at Kundanganj unit by installing a third line with a
capacity of 1.20 million tons per annum with cement mill, packing plant, wagon
loading and permanent connectivity with railway etc. at an estimated cost of Rs
285 crores. Though this project was put on hold when COVID pandemic surfaced
so as to conserve liquidity but the company has not announced to bring this
project on track considering capacity constraint at its existing units.

With overall cement capacity utilisation of the company in FY20 standing at
about 91% (in a monsoon quarter ended Sep 2020 (Q2FY21) the utilisation
stood at 84% compared to 83% in Q2FY20) additional capacity coming on
stream will help the company to address capacity constraint for growth.

The management is confident of achieving its target of reaching 25 million tons
of capacity by 2025, which translates into 62% growth in capacity over the next
4 years.

Strong Q2FY21 driven by higher sales volume, realisation, benefits of cost
rationalisation

For the quarter ended Sep 30, 2020, the sales of the company was up by 2% to
Rs 1654.25 crore facilitated largely by 2% growth in cement sales volume driven
by recovery in cement demand in key markets of the company as well as 1.3%
increase in realisation to about Rs 4862/tonne in Q2FY21. Thus, higher sales
together with 390 bps expansion in operating profit margin to 23.1%, the
operating profit leaped up by 23% to Rs 382.69 crore. Expansion in OPM is
largely due to benefit of focus of the company in rationalising cost measures
such as reduction in lead distance, reduction in advertising and other expenses
and increased the use of IT to connect with trade channels and improve supply
chain efficiency as well as reduction in power and fuel cost through recent capex
in WHRS and solar power.With other income stand higher by 6% to Rs 21.16
crore, the PBIDT was up by 22% to Rs 403.85 crore. The interest cost was down
by 26% to Rs 75.99 crore and the depreciation was up by 4% to Rs 91.80 crore.

Birla Corporation has pared
its indebtedness from Rs
4172.77 crore a year earlier
to Rs 4,060.65 crore at the
end of September 2020,
despite spending close to Rs
800 crore on the upcoming
factory at Mukutban over
the past 12 months.

Birla Corporation has pared
its indebtedness from Rs
4172.77 crore a year earlier
to Rs 4,060.65 crore at the
end of September 2020,
despite spending close to Rs
800 crore on the upcoming
factory at Mukutban over
the past 12 months.
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Thus the PBT was up by 67% to Rs 236.06 crore. The taxation was up by
32% to Rs 69.44 crore and thus the PAT was up by sharp 89% to Rs 166.62
crore.

For the half year ended Sep 30, 2020, the sales was lower by 18% to Rs
2876.22 crore. With OPM expand by 160 bps to 21.4%, the operating profit
was up by 12% to Rs 615.81 crore. With other income stand higher by 9% to
Rs 40.20 crore. With interest cost stand lower by 22% to Rs 155.96 crore
and the depreciation was up by 3% to Rs 179.47 crore, the PBT was down by
11% to Rs 320.58 crore. With taxation stand lower by 33% to Rs 88.19
crore, the PAT was up by 1% to Rs 232.39 crore.

Birla Corporation has pared its indebtedness from Rs 4172.77 crore a year
earlier to Rs 4,060.65 crore at the end of September 2020, despite spending
close to Rs 800 crore on the upcoming factory at Mukutban over the past 12
months. At the end of September, BCL’s consolidated cost of borrowing
stood at 8.15%, down 168 basis points from a year earlier. Interest cost for
the September quarter came down sharply from Rs 102.97 crore a year
earlier to Rs 75.99 crore. This has resulted in lower interest cost for the
quarter and half year compared to corresponding previous period.

Outlook

The recovery in cement demand would be sustained through the rest of the
financial year, with various indicators pointing towards revival in the broader
Indian economy. Real estate development in large metros, however, is still to
pick up, so some uncertainties remain. But demand from so called tier-1 and
tier2 cities has started to firm up. Further the strong rural demand that led to
strong demand recovery in Q2FY21 is expected to sustain considering
housing shortage especially pucca house in the key market of the company
as well as expected strong rural income on the back of good agricultural
crop. Considering its regional presence in central, north and eastern markets
the company will be major beneficiary of strong demand for cement from
rural as well as tier I/II towns.

According to the whole sale index, the prices of blended cement i.e. Pozzolana
cement has increased by 1.7%yoy and 1.3%Yoy in Oct 2020 and Nov 2020
respectively. Strong recovery in demand and ability to better price on the
back of strong brands the company is expected to continue the growth
momentum of Q2FY21 for rest of the fiscal.

The company is also investing in cement and clinker capacity addressing
capacity constraints to support the growth as well as captive power capacity
to control power & fuel cost. During the year 2019-20, the Company
concluded the installation of the 11-megawatt Waste Heat Recovery System
at Maihar and solar power plants with aggregate generation capacity of 12
megawatt at Maihar, Satna and Chanderia leading to cost optimisation in
coming fiscal. During 2019-20 the company got allocated two coal mines
i.e. Bikram and Brahampuri both in MP with an extractable reserves of 9.44
Mt and 12.343 MT respectively by GOI. Once operational, the above Coal
Mines are expected to provide fuel security and cost optimization to the
Company. Off-late though the international petcoke price increased from the
lows of April 2020, the thermal prices continue to remain low (10% cheaper
than pet coke on calorific value), which may encourage industry players to
shift to international coal to minimise coal inflation. However whatever the

Birla Corporation has pared
its indebtedness from Rs
4172.77 crore a year earlier
to Rs 4,060.65 crore at the
end of September 2020,
despite spending close to Rs
800 crore on the upcoming
factory at Mukutban over
the past 12 months.

The recovery in cement
demand would be sustained
through the rest of the
financial year, with various
indicators pointing towards
revival in the broader Indian
economy
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BIRLA CORPORATION: CONSOLIDATED RESULTS

PARTICULARS 2009 (3) 1909 (3) VAR. (%) 2009 (06) 1909 (06) VAR. (%) 2003 (12) 1903 (12) VAR. (%)

Sales 1654.25 1626.86 2 2876.22 3510.67 -18 6915.69 6548.73 6

OPM (%) 23.1 19.2 21.4 19.8 19.3 14.5

OP 382.69 312.09 23 615.81 696.74 -12 1335.97 948.61 41

Other inc. 21.16 19.87 6 40.20 36.73 9 85.13 78.47 8

PBIDT 403.85 331.96 22 656.01 733.47 -11 1421.10 1027.08 38

Interest 75.99 102.97 -26 155.96 199.00 -22 387.67 370.52 5

PBDT 327.86 228.99 43 500.05 534.47 -6 1033.43 656.56 57

Dep. 91.80 87.94 4 179.47 174.18 3 351.91 339.12 4

PBT 236.06 141.05 67 320.58 360.29 -11 681.52 317.44 115

EO Exp 0.00 0.00 0.00 0.00 0.00 0.00

PBT after EO 236.06 141.05 67 320.58 360.29 -11 681.52 317.44 115

Provn for taxation 69.44 52.71 32 88.19 131.33 -33 176.34 61.74 186

PAT 166.62 88.34 89 232.39 228.96 1 505.18 255.70 98

EPS (Rs)* # # # # 65.6 33.2

* EPS is on current equity of Rs 77.01 crore, Face value of Rs 10.  # EPS is not annualised due to seasonality of business.  Figures in Rs crore.
Source: Capitaline Corporate Database

increase in power & fuel cost that is expected to be more than offset by
expected increase in realisation.

Overall, better regional presence, increasing share of premium cements share
in overall trade as well as higher blending ratios, focus on cost rationalization
and modernization will result in sustained improvement in BCL’s earnings
going forward.

Valuation

We expect the company to register consolidated EPS of Rs 63.7 for FY21 and
Rs 73.2 for FY22. The scrip is trading around Rs 730, which discounts the
FY22 EPS by around 10 times.
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