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Grabbing Market Share: Continue to Outperform Industry 
Growth
Capacity expansion in faucetware to drive revenue growth; and sanitaryware 
business to showcase steady performance: In the last four years, Cera has 
grown at a CAGR of ~ 36%, higher than the industry growth of ~15% and in the next 
two years it is expected to grow at a CAGR 28%. Over the last couple of years, the 
company has gained its market share in the sanitaryware, and is the third largest 
player with a market share of ~ 23%. The company now expects to gain 3% market 
share in the faucetware, which has a market size of ~ Rs. 60000 Mn in this direction 
the company has increased its faucet capacity by 166% to 2.43 Mn pcs p.a in FY15. 
The scope for growth is huge as the contribution from the organized market is 45% 
and is growing faster than the unorganized market. 
Company is leveraging strong distribution network to launch new products 
across the country: Started with single product, sanitaryware, the company today 
offers complete building solutions ranging from sanitaryware, faucetware, tiles, 
wellness and allied products. Sanitaryware, which accounts for 70% of the total 
revenue in FY11 has declined to 53% in FY15. In FY15, faucets accounted for 17% 
of the total revenue while Tiles and Wellness & Allied products contributed 13% and 
17% respectively.

Valuation and Outlook 
The next big trigger for the company’s share price movement could be the capacity 
addition, resulting in higher volume growth. Strong brand recognition in the mass 
and mid segment; and the company’s drive to build its brand equity in the premium 
segment will help in consistent revenue growth and margin expansion in the long 
run. Moreover, the government initiatives for sanitation and housing-for-all will also 
support the revenue growth. We value the company at 26x (average of three year 
PE multiple) FY17E EPS of Rs. 91.7 to arrive at target price of Rs. 2385 with an 
upside of 20% with “BUY” rating. 

Key Risks
Overall economic slowdown, delay in government execution process and 
competition from established players in the premium segment. Increase in the 
prices of natural gas and key inputs.

For private circulation only.  For important information about Karvy’s rating system and other disclosures refer 
to the end of this material. Karvy Stock Broking Research is also available on Bloomberg, KRVY<GO>, 
Thomson Publishers & Reuters

Exhibit 1: Valuation Summary (Rs.  Mn)

YE Mar (Rs. Mn) FY13 FY14 FY15E FY16E FY17E

Net Sales 4879 6637 8217 10275 13511
EBITDA 753 949 1175 1487 1964
EBITDA Margin (%) 15.4 14.3 14.3 14.5 14.5
Adj. Net Profit 462 519 677 896 1193
EPS (Rs.) 36.5 41.0 53.4 68.9 91.7
RoE (%) 29.0 25.7 23.5 22.9 24.7
PE (x) 12.1 21.7 46.6 28.9 21.7
Source: Company, Karvy Research; *Represents multiples for FY13, FY14 & FY15 are based on historic market price
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Company Background
Cera Sanitaryware is a complete building solution provider, with 
business interest in sanitaryware, faucetware, tiles, wellness 
& allied products. The company has in-house manufacturing 
facility for sanitaryware and faucetware at Kadi, Gujarat. 
Currently, the facility has an installed capacity to produce 
3 mn pcs of sanitaryware and 2.34 mn pcs of faucetware. 
The company is also engaged in contract manufacturing for 
sanitaryware and faucetware and outsourcing activities for   
wellness & allied products, Vitrified and Ceramic Tiles. 

Over the years, the company has built-up strong marketing 
network to promote and sell its products. As on March 2015, 
it has 1400 dealers and 14000 retailers. All the products 
of the company are sold under single brand ‘CERA’, and it 
enjoys strong positioning in the mass segment. It has strong 
positioning in the southern market, with 40% of its total revenue 
coming from south.

Exhibit 2: Shareholding Pattern (%)

Source: Company, Karvy Research

Exhibit 3: Geographical Distribution of Revenue (%)

Source:  Company, Karvy Research

Balance sheet  (Rs. Mn)

FY15E FY16E FY17E

Total Assets  6442  7706  9528 
Net Fixed assets  2147  2658  2905 
Current assets  3899  4669  6166 
Other assets  397  380  458 
Total Liabilities  6442  7706  9528 
Networth  3517  4304  5372 
Debt  682  666  671 
Current Liabilities  1617  2022  2678 
Other Liabilities  627  715  807 

Balance Sheet Ratios

RoE (%)  23.5  22.9  24.7 
RoCE (%)  31.4  29.7  32.4 
Net Debt/Equity  0.2  0.2  0.1 
Equity/Total Assets  0.5  0.6  0.6 
P/BV (x)  9.2  6.0  4.8 
Source: Company, Karvy Research

Cash Flow (Rs. Mn)

FY15E FY16E FY17E

PBT 1009 1280 1704 
Depreciation 155 191 255 
Interest (net) 76 79 80 
Tax (296) (320) (511)
Changes in WC (535) (419) (316)
Others (4) (63) (76)
CF from Operations 406 748 1137 
Capex (853) (702) (502)
Investment (356) 0 (400)
Others 37 64 82 
CF from Investing (1173) (638) (820)
Change in Equity 706 0 0 
Change in Debt 199 (16) 6 
Dividends & interest paid (150) (177) (189)
CF from Financing 755 (193) (183)
Change in Cash (12) (83) 134 
Source: Company, Karvy Research

Company Financial Snapshot (Y/E Mar)

Profit & Loss (Rs. Mn)

FY15E FY16E FY17E

Net sales 8217 10275 13511
Optg. Exp (Adj for OI) 7041 8789 11547
EBITDA 1175 1487 1964
Depreciation 155 191 255
Interest 77 79 80
Other Income 66 63 76
PBT 1009 1280 1704
Tax 333 384 511
Adj. PAT 677 896 1193
Profit & Loss Ratios

EBITDA margin  (%) 14.3 14.5 14.5
Net margin (%) 8.2 8.7 8.8
P/E (x) 46.6 28.9 21.7
EV/EBITDA (x) 27.8 17.7 13.4
Dividend yield (%) 0.3 0.4 0.4
Source: Company, Karvy Research
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Gradual shift in the business model from asset light to in-house production and broader 
product base to drive revenue growth:

Broad based product offerings will continue to drive revenue growth
From a provider of single sanitaryware product in the 1980s the company has gradually expanded its product portfolio and today 
it has become a complete building product solutions provider by offering products like sanitaryware, faucetware, wellness & allied 
products and tiles. In the sanitaryware segment, the company has strong positioning in the mass segment which accounts of 
almost 60% of the organized sanitaryware market. Over the years, it has gradually increased its market share in the sanitaryware 
from 18% in FY09 to 23% in FY15. The company is also growing higher than most of its peers and industry. The company started 
the faucet business by trading activity and today it has built-up huge capacity to encash the opportunity in the under-penetrated 
faucetware market. The revenue contribution from the faucet business has increased from 14% in FY13 to 17% in FY17E, with 
the increasing capacity the contribution is expected to increase further. Recently, the company has also expanded its business 
activities in the tiles business through contract manufacturing with the unorganized players. The products launched by the 
company in the tiles business have been widely accepted and as a result, the contribution from the tiles business has also 
increased from just 2% in FY13 to 13% in FY15. The diverse product offering has helped the company to achieve higher revenue 
growth, even when the economy and the industry were under pressure. Lately, the company is also evaluating opportunities for 
entering into a joint venture for the manufacturing of sanitaryware and/or Tiles.

Exhibit 6: Capacity Addition in Both Faucetware and Sanitaryware

Source: Company, Karvy Research

Exhibit 7: Optimal Capacity Utilization (%)

Source:  Company, Karvy Research

Exhibit 5: Product-wise Revenue Contribution

Source:  Company, Karvy Research

Capacity addition in Faucetware to drive revenue and sanitaryware to report steady growth
Faucetware industry size at Rs. 60000 mn is double the size of sanitaryware, showing huge growth potential going forward. The 
contribution of the organized market is 45% and is growing rapidly. The company already supplies to the industry in the mass 
segment through outsourcing but now the company is targeting the premium segment and in this direction, the company has 
increased its production capacity by 166% to 2.43 mn pcs p.a (i.e approx. 6658 pcs. per day) from 0.91 mn pcs p.a (i.e 2500 
pcs per day). The plant located at kadi, Gujarat is further expandable to 10,000 pcs per day. Currently, jaguar has dominating in 
this segment with almost 40% market share. The company is going aggressively on branding and expects to garner 3% market 
share in the near future. 

Exhibit 4: Broad Product Range

Vitreous China Sanitary ware

Faucetware - Chrome Plated Fittings and Taps

Life style Products range like Shower Panels, Bathroom Cubicles, 
Bath tubs, Whirlpools - Jacuzzi, Bath fittings. 

Allied Products - PVC Cisterns & Seat Covers

Kitchen Sinks and Bathroom Mirror

Vitrified and Ceramic floor & wall tiles
Source: Company, Karvy Research
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Meanwhile, it has also expanded the sanitaryware production capcity from 2.7 mn pcs p.a to 3 mn pcs p.a in FY15. The company 
is also planning to increase the sanitaryware capacity to 3.3 mn pcs by FY16E. In the last couple of years, the company has 
reported healthy growth in its sanitaryware business and has gained market share from 18% in FY09 to 23% at the end of FY15. 
The industry has huge opportunity as the organized sanitaryware market is growing faster than the unorganized market and now 
account for 65% of the total industry size of Rs.35000 mn. 

For the additional capacity, for both faucetware and sanitaryware, the total capex is approx Rs. 1003 mn, which would be funded 
from the amount raised through preferential issue and remaining from internal accruals. Recently, the company has raised  
Rs. 706 mn by way of preferential allotment of 351000 equity share at Rs. 2011.5 per shares. The company has been using full 
utilization of its existing capacity and post expansion, we expect the company to make full utilization of its increased capacity in 
the due course.

Exhibit 8: Strong Distribution Network and Strategic Marketing

Source: Company, Karvy Research

Exhibit 9: Brand Building Driving Growth

Source:  Company, Karvy Research

Brand loyalty and strategic marketing are boosting revenue growth- Revenue growing at CAGR of 36%
Brand loyalty and strategic marketing network have paid dividend to the company in terms of robust revenue growth of 36% 
CAGR in the last four years. The company has strong pan India presence with 1400 dealers and 14000 retailers targeting both its 
retail and institutional customers. And to supplement its network the company also has 20 stock points across the country. The 
company has also initiated touch and feel experience to its customers by setting up bath studios. In order to target premium and 
luxury customers, the company has exclusive display centre, cera style studio which are located in the prime locations across 
the major cities. Cera style gallaries are the display and sales touch points owned and managed by its trading partners. Cera 
style centres are the display centres targeting smaller trade retail parners. The company has increased its Cera style studios 
from just one at Ahmedabad in FY06 to ten by the end of FY15. The company is also fast growing its Cera style gallaries and 
expects to touch 200 gallaries in the near future. With cera style centres, the company is penetrating into the tier 2 cities such 
as North-East and West Bengal. In South, the company has dominant position in Kerala and is now building up its positioning in 
Tamil Nadu and Andhra Pradesh.

The company is also making huge investment in promoting its single brand ‘CERA’, which the company uses for all its products. 
The promotional expenses have grown at a CAGR of 36% since FY11 and it constitutes 4% of the total revenue. To give 
brand visibility, the company has taken Sonam Kapoor, Bollywood fashion icon, acclaimed actress, as the company’s brand 
ambassador.

EBITDA margins to remain stable in the near term and gradually improve in the long run
We expect margins to consolidate in the range of 14% in the next two years, while the company is positioning itself in the 
premium segment and expanding its capacity and achieving full utilization of the expanded capacity. 

The scope for improving the EBITDA margin is huge, considering the current contribution from the premium segment is low and 
is in growing phase. The company has strong positioning in the mass and mid segment; and is now targeting premium segment. 
In this direction, the company is enhancing its manufacturing capacity and scouting for strategic tie-up with global players. It 
is also setting up Cera style studios in the prime locations of the major cities largely targeted at architects, interior designers 
and developers. The company has recently added huge capacity in its faucetware manufacturing facility to manufacture value 
added products and market them in the premium segment. The company has recently entered into a marketing agreement with 
ECE Banyo, the owners of Italian Luxury Sanitaryware brand ISVEA. As per the agreement, Cera will exclusively sale, distribute 
and market ISVEA brand in India. Already the company imports some premium sanitaryware products from China and Turkey. 
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Exhibit 10: EBITDA Margin (%)

Source: Company, Karvy Research

Exhibit 11: Revenue Contribution from Manufacturing to Increase

Source:  Company, Karvy Research

Already, Sonam Kapoor as the company’s brand ambassador is giving premium image to the company. Going forward, the 
company is expected to come out with a new brand for the premium segment and would use CERA brand for the mass and mid 
segments.

Currently, the revenue contribution from the in-house production and outsourcing are almost equal. In sanitaryware, 60% of the 
revenue is from manufacturing and the rest is from outsourcing; and in case of faucets, 55% is from manufacturing and remaining 
is from outsourcing. All the premium products in the faucetware is outsourced. The capacity utilization for both sanitaryware 
and faucetware have been close to 100%, thus with the expanded capacity, the contribution from the manufacturing activity is 
expected to increase.
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Captive power plant and long term gas supply agreement will continue to have cost efficiency
The company has successfully brought down its power and fuel cost 
over the past few years. As a percentage of sales, it has come down from 
5.06% in FY11 to 4.16% in FY15. Further, the contribution to the total 
operating expenses has declined from 6.24% in FY11 to 4.85% in FY15. 
The company operates with two sources of energy, natural gas for running 
the kilns and electricity for running the machineries. The company has long 
term gas supply agreement with GAIL, which meets 70% of the company’s 
requirement and the balance is supplied by Sabarmati Gas Ltd at market 
price. Because of the long term contract, the company is barred from 
the short term price fluctuation and thus brings cost efficiency. Besides, 
natural gas is also less costlier than regassified LNG/LPG gas, which is 

Exhibit 12: Growing middle-income segment

Source: National Council for Applied Economic Research, Karvy Research
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used by its peers like HSIL and Parryware. Recent decline in the natural gas prices in the international market is giving added 
advantage to the company.

During FY15, the company has added wind turbine of 4 MW taking the wind turbine capacity to 11.825 MW. During the year, 
the company also installed 1MW of solar energy. With this, the company has captive power capacity of 12.825 MW. The captive 
power plant meets almost 90% of the company’s electricity requirement. In FY15, the power generation increased by 65% to 
10361993 KWH as compared to FY14. This will further help the company to stabilize the power cost.

Exhibit 14: Improving Fuel Cost (Rs. Mn)

Source:  Company, Karvy Research
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Exhibit 13: Higher Power Generation

FY14 FY15 % Change

Wind Turbine  (MW) 7.8 11.8 51.1

Solar Energy  (MW) 0.0 1.0 -

Total Capacity (MW) 7.8 12.8 63.9

Electricity Generated 
(KWH)

6285830 10361993 64.8

Source: Company, Karvy Research
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The total size of the Indian sanitaryware and bathroom fittings industry is at Rs. 95000 mn in FY15, of which the sanitaryware 
accounts for roughly Rs. 35000 mn and is growing at an average rate of 20%. The remaining Rs. 60000 mn is attributed to 
bathroom fittings, also growing at an average rate of 18%. The outlook for the industry is robust on the back of country’s very 
low sanitation coverage, housing shortage and potential for the replacement market. The contribution from the replacement is 
very low at 8% in comparison to 80% in the developed economies. In the sanitaryware industry, the organized market is ~65% 
while the unorganized market is about 35% and in the bathroom fittings, the organized market share is around 45% and the 
unorganized market is about 55%.

According to the report on world health statistic by World Health Organization (WHO), the sanitation coverage in India is very 
low at 36%. This in itself shows the growth potential for the industry in a country which has a population of over 1210 mn and is 
expected to grow to 1350 mn by 2021, as per census 2011. Further, the growth would be boosted by the government initiatives 
such as affordable housing, Swachh Bharat Abhiyan and development of 100 smart cities. In Union Budget for 2015-16, the 
finance minister has announced 100% sanitation by October 2019 with a provisional amount of Rs. 36250 mn, including Rs. 
10000 mn for urban sanitation. It has also allocated Rs. 100250 mn. for rural housing and Rs. 41500 mn. for Urban housing 
with an objective of providing housing for all by 2022. In the recent union cabinet meeting, the government has approved 
development of 100 smart cities along with the new urban renewal mission with a planned outlay of Rs. 1 Tn.

Exhibit 17: India - Improving Sanitation Coverage (%)

Source : World Bank, Karvy Research

Exhibit 16: Indian Sanitation Coverage Below World’s Avg. (%)

Source: World Bank,  Karvy Research
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Government Initiatives and Low Sanitation Coverage Show Huge Growth Opportunity for the Building Product Industry

India’s sanitaryware and bathroom fittings industry is undergoing a 
transition phase. The consumers are now moving from low-end basic 
product to middle and high end premium segments. This is in conjunction 
with the growing urbanization and ever increasing middle-income segment. 
As per the National Council for Applied Economic Research (NCAER), the 
middle-income segment has grown from 11 mn households in 2001-02 
to 31 mn household by 2010-2011 and is expected to grow to 53 mn by  
2015-16 and 114 mn by 2025-2026. This shift will benefit the industry 
players in terms of higher margin and ability to pass on the cost increase 
to the consumers.

Exhibit 15: Growing middle-income segment

Source: National Council for Applied Economic Research, Karvy Research
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Exhibit 18: Business Assumptions

Y/E Marc (Rs. Mn) FY14 FY15E FY16E FY17E Comments

India Business (Standalone)

Revenue 6637 8217 10275 13511
We assumed revenue to grow at an average rate 
of 28% in the next two years. Recent capacity 
addition and on going capacity addition to drive 
Volume growth. We expect volume to grow at an 
average rate of 21%. We don’t expect major price 
hike as the company will focus on establishing its 
position in the premium segment.

Revenue Growth (%) 36.0 23.8 25.1 31.5

EBITDA 949 1175 1487 1964
We expect EBITDA margin to remain stable in 
the range of 13% to 15% in the near term due 
to higher contribution of low margin products 
like faucetware and tiles. However, low fuel cost, 
higher contribution from in-house manufacturing 
to drive margin in the long term.

EBITDA Margins (%) 14.3 14.3 14.5 14.5

PAT 519 677 896 1193
We expect net profit to grow at an average rate of 
33% on the back of higher revenue growth. With 
no additional long term loan, the interest cost is 
also expected to remain confined to the short term 
borrowings.

Fully Diluted EPS (Rs.) 41.0 53.4 68.9 91.7

Fully Diluted EPS Growth (%) 12.4 30.1 29.1 33.1

Capex 419 853 702 502

Over a period of next two years, the company 
is expected to enhance its sanitaryware and 
faucetware capacity with Rs. 1003 mn. This also 
includes rolling capex which the company incurs 
for bringing efficiency.

Net CFO 634 406 748 1137
Improvement in the business scenario is expected 
to improve the cash flow from operation.

Net Debt 175 386 453 347
Free Cash Flow 307 295 212 324
Source: Company, Karvy Research

Exhibit 19: Karvy vs Consensus 

 Karvy Consensus Divergence (%) Comments

Revenues (Rs. Mn)

FY16E 10275 9967 3.1
We expect higher revenue growth from the faucetware in which the 
company has added huge capacity in FY15. Revenue growth in the 
sanitaryware to remain stable.

FY17E 13511 12371 9.2

In FY17E, we expect company to achieve optimal capacity utilization 
of the new capacity added in FY15. By early FY17E, the company is 
expected to complete its ongoing capex and would be partly utilized 
during the year.

EBITDA (Rs. Mn)

FY16E 1487 1471 1.1

Most of the revenue growth would be due to volume growth. We are not 
expecting any significant rise in the product price. As company would 
be focusing on creating its brand and establishing its position in the 
premium segment. 

FY17E 1964 1855 5.8
Higher contribution from the manufacuting activities is expected to 
improve the EBITDA margin.

EPS (Rs.)

FY16E 68.9 64.6 6.6 Higher revenue growth and stable interest cost to drive net profit growth.

FY17E 91.7 83.8 9.5 Higher revenue growth and stable interest cost to drive net profit growth.
Source: Bloomberg, Karvy Research
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Exhibit 20: 

Source: Company, Karvy Research

Exhibit 22: 

Source: Company, Karvy Research

Exhibit 21: 

Source: Company, Karvy Research

Exhibit 23: 

Source: Company, Karvy Research

The revenue growth momentum of the company is expected to improve 
year-on-year on the back of strong capacity which the company has built 
up over the last couple of years. Revival in the economy and government 
push for improved sanitation are likely to benefit the company in terms 
of higher sales, being the third largest player in the sanitaryware sector 
and strong positioning in the mass segment. Huge capacity addition in the 
faucetware to drive revenue growth and at the same time, sanitaryware to 
report steady performance. Volume is expected to grow at an average rate 
of 21% between FY15 to FY17E, and the overall the revenue is expected 
to growth at a average of 28% for the same period.

In the near term, the company has no plans to raise long term loans. 
The ongoing capex is expected to be funded by funds raised from the 
preferential issue and remaining from internal accruals. With the higher 
revenue growth and stable interest charges, the net profit of the company 
is expected to grow at an average rate of 33% in FY16E and FY17E. The 
net profit margin is also expected to improve to 8.72% in FY16E and further 
to 8.83% in FY17E.

Margins are expected to remain stable in the near term due to increasing 
contribution of low margin products like tiles and faucetware. But this will 
get offset by the cost efficiency and higher revenue contribution from the 
in-house production. In the near term, the margins are expected to be in 
the range of 13 to 15%.  The EBDITA of the company is expected to grow 
at an average rate of 29% between FY15 and FY17E.

The Working Capital Cycle (WCC) of the company has been improving 
consistently and it is expected to improve further going forward. With the 
improvement in the business environment, inventory days of the company 
are expected to become even better. The receivables and payables days 
to remain in the range of 60 and 40 respectively. In FY16E and FY17E, the 
working capital cycle of the company is expected to improve to 128 days 
and further to 122 days.

Robust product portfolio and huge capacity addition in the faucetware to drive revenue growth

Higher Sales Volume and Low Finance Cost to Improve the Bottom Line

Increase in the capacity and fuel efficiency to keep the EBITDA margin stable in the near term
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Exhibit 26: Company Snapshot (Ratings) 

 Low    High

 1 2 3 4 5

Quality of Earnings  3  
Domestic Sales  3  
Exports  3  
Net Debt/Equity  3  
Working Capital Requirement  3  
Quality of Management  3  
Depth of Management  3  
Promoter  3  
Corporate Governance  3  
Source: Company, Karvy Research

Exhibit 24: 

Source: Company, Karvy Research

Exhibit 25: Return Ratios (%)

Source: Company, Karvy Research

The company operates with low debt equity ratio of 0.2x as on FY15. 
Recently, the company has raised Rs. 706 mn through preferential 
allotment of Rs. 351000 equity shares at Rs. 2011.5 per share. The fund 
would be used to financed its ongoing capex and the remaining would be 
finance through internal accruals. Thus we don’t expect the company to 
raise any additional long term loans. However, it will continue to roll short 
term loan to fund its daily activities. In this backdrop, we expect the debt 
to equity ratio of the company to decline to 0.17x in FY16E and further to 
0.14x in FY17E.

The interest coverage ratio of the company is expected to improve on 
the back of low interest rate scenario and improving cash flow from the 
operation. It is expected that it will improve from 14.1x in FY15 to 17.2x in 
FY16E and further to 22.4x in FY17E.

Debt to Equity Ratio

Full capacity utilization and robust sales growth have helped the company 
to report higher return ratios. In FY15, the company has added huge 
capacity and in the next two years, the company is expected to incur 
more capex to enhance its capacity. Thus the return ratios are expected to 
remain stable in the near future and will gradually improve as the company 
achieves optimal utilization. The RoNW (%) is expected to improve 
to 24.7% by FY17E from 23.5% in FY15, the RoCE (%) is expected to 
improve to 32.4% by FY17E from 31.4% in FY15 and the Return on Asset 
(RoA) is expected to improve from 12.3% in FY15 to 13.8% in FY17E.
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Valuation & Outlook
The next big trigger for the company’s share price movement could be the capacity addition, resulting in higher volume growth. 
In our valuations we are not considering the benefit of premiumisation, as it will take some time for the company to establish its 
position. The company has consistently operating at full capacity, post expansion the company is expected to make full utilization 
of its capacity. Strong brand recognition in the mass and mid segments and the company’s drive to build its brand equity in the 
premium segment will help in consistent revenue growth and margin expansion in the long run. The company is also expected to 
get huge orders from its institutional clients, with the revival in the economy and government initiatives like affordable housing, 
Swachh Bharat Abhiyan and development of 100 smart cities. With the capacity addition in the faucetware business, where the 
scope for growth is huge, the company has robust revenue growth visibility. We value the company at 26x (average of three year 
PE multiple) FY17E EPS of Rs. 89.2 to arrive at target price of Rs. 2385 with an upside of 20% with “BUY” rating.

Exhibit 27: 1-Yr Forward PE Band

Source: Prowess, Karvy Research

Exhibit 28: 1-Yr Forward PB Band

Source: Prowess, Karvy Research

Exhibit 29 (a): Comparative Valuation Summary
CMP 

(Rs.)

Mcap  

(Rs. Mn)

EV/EBITDA (x) P/E (x) EPS (Rs.)

FY14 FY15 FY16E FY17E FY14 FY15 FY16E FY17E FY14 FY15 FY16E FY17E

Cera Sanitaryware 1991 25893 12.1 27.8 17.7 13.4 21.7 46.6 28.9 21.7 41.0 53.4 68.9 91.7
HSIL 347 22786 4.1 2.3 7.9 6.6 25.4 27.4 17.7 13.0 5.1 12.9 19.6 26.8
Source: Bloomberg, Karvy Research

Exhibit 29 (b): Comparative Operational Metrics Summary
CAGR % (FY15-17E) RoE (%) Price Perf (%) Net Sales (Rs. Mn)

Sales EBITDA EPS FY14 FY15 FY16E FY17E 3m  6m 12m FY14 FY15 FY16E FY17E

Cera Sanitaryware 28.2 29.3 31.1 25.7 23.5 22.9 24.7 (24.5) (3.2) 56.3 6637 8217 10275 13511
HSIL 14.7 18.0 44.3 5.2 10.0 10.9 13.3 (18.8) (15.5) 30.4 18582 19806 22219 25544
Source: Bloomberg, Karvy Research
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Key Risks
yy Increase in the natural gas prices.
yy Increase in the key raw materials like brass ingot, which is made from alloying copper and Zinc. Aluminum is also used to 

make the ingots stronger and more corresion resistant.
yy Entry of new players and threat from international brands such as Jaguar which has strong positioning in the premium 

segment of faucetware and strong market share. In such circumstances, it would take some time for the company to make 
its presence and gain market share.

yy Government delaying in executing its plan may adversely affect the company’s performance.
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Financials

Exhibit 30: Income Statement
YE Mar (Rs. Mn) FY13 FY14 FY15 FY16E FY17E

Revenues 4879 6637 8217 10275 13511
Growth (%) 52.7 36.0 23.8 25.1 31.5
Operating Expenses 4125 5688 7041 8789 11547
EBITDA 753 949 1175 1487 1964
Growth (%) 41 26 24 27 32
Depreciation & Amortization 94 122 155 191 255
Other Income 90 62 66 63 76
EBIT 749 888 1087 1359 1784
Interest Expenses 71 64 77 79 80
PBT 678 824 1009 1280 1704
Tax 216 305 333 384 511
Adjusted PAT 462 519 677 896 1193
Growth (%) 44.2 12.3 30.4 32.5 33.1
Source: Company, Karvy Research

Exhibit 31: Balance Sheet
YE Mar (Rs. Mn) FY13 FY14 FY15 FY16E FY17E

Cash & Equivalents  404  307  295  212  324 
Sundry Debtors  831  1066  1612  2160  2578 
Inventory  940  1046  1259  1490  1959 
Loans & Advances  307  418  572  706  883 
Investments  14  121  478  478  878 
Gross Block  1753  2117  2879  3581  4083 
Net Block  1251  1517  2147  2658  2905 
CWIP  43  52  77  -    -   
Miscellaneous  7  5  3  3  3 
Total Assets  3797  4532  6442  7706  9528 
Current Liabilities & Provisions  1422  1647  2156  2617  3332 
Long term Debt  149  90  142  71  17 
Other Liabilities  430  556  627  715  807 
Total Liabilities  2002  2292  2925  3402  4156 
Shareholders Equity  63  63  65  65  65 
Reserves & Surplus  1732  2176  3452  4239  5307 
Total Networth  1795  2240  3517  4304  5372 
Total Networth & Liabilities  3797  4532  6442  7706  9528 
Source: Company, Karvy Research
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Exhibit 32: Cash Flow Statement
YE Mar (Rs. Mn) FY13 FY14 FY15P FY16E FY17E

PBT 678 824 1009 1280 1704 
Depreciation 94 122 155 191 255 
Interest 68 63 76 79 80 
Tax Paid (200) (233) (296) (320) (511)
Inc/dec in Net WC (194) (118) (535) (419) (316)
Others (23) (25) (4) (63) (76)
Cash flow from operating activities 424 634 406 748 1137 
Inc/dec in capital expenditure (380) (399) (832) (702) (502)
Inc/dec in investments (2) (108) (356) 0 (400)
Others 26 26 15 64 82 
Cash flow from investing activities (356) (481) (1173) (638) (820)
Inc/dec in borrowings 134 (128) 199 (16) 6 
Issuance of equity 0 0 706 0 0 
Dividend paid (44) (59) (74) (98) (109)
Interest paid (68) (63) (76) (79) (80)
Cash flow from financing activities 22 (250) 755 (193) (183)
Net change in cash 91 (96) (12) (83) 134 
Source: Company, Karvy Research

Exhibit 33: Key Ratios
YE Mar FY13 FY14 FY15 FY16E FY17E

EBITDA Margin (%)  15.4  14.3  14.3  14.5  14.5 
EBIT Margin (%)  15.4  13.4  13.2  13.2  13.2 
Net Profit Margin (%)  9.5  7.8  8.2  8.7  8.8 
Dividend Payout ratio  11.0  12.2  11.7  10.2  8.7 
Debt/Equity  0.3  0.3  0.2  0.2  0.1 
RoE (%)  29.0  25.7  23.5  22.9  24.7 
RoCE (%)  35.1  34.7  31.4  29.7  32.4 
Source: Company, Karvy Research

Exhibit 34: Valuation Parameters
YE Mar FY13 FY14 FY15 FY16E FY17E

EPS (Rs.) 36.5 41.0 53.4 68.9 91.7
DPS (Rs.) 4.0 5.0 6.3 7.0 8.0
BV (Rs.)  142  177  270  331  413 
PE (x)  12.1  21.7  46.6  28.9  21.7 
P/BV (x)  3.1  5.0  9.2  6.0  4.8 
EV/EBITDA (x)  7.7  12.1  27.8  17.7  13.4 
EV/Sales (x)  1.2  1.7  4.0  2.6  1.9 
Source: Company, Karvy Research; *Represents multiples for FY13, FY14 & FY15 are based on historic market price
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Stock Ratings Absolute Returns
Buy : > 15%
Hold : 5-15%
Sell : <5%

Connect & Discuss More at

1800 425 8283 (Toll Free) research@karvy.com Live Chat f in You
Tube

Disclaimer
Analyst certification: The following analyst(s), Ajay Lakra, who is (are) primarily responsible for this report and whose name(s) is/are mentioned therein, 
certify (ies) that the views expressed herein accurately reflect his (their) personal view(s) about the subject security (ies) and issuer(s) and that no part of his 
(their) compensation was, is or will be directly or indirectly related to the specific recommendation(s) or views contained in this research report.
Disclaimer: Karvy Stock Broking Limited [KSBL] is a SEBI registered Stock Broker, Depository Participant, Portfolio Manager and also distributes financial 
products. The subsidiaries and group companies including associates of KSBL provide services as Registrars and Share Transfer Agents, Commodity Broker, 
Currency and forex broker, merchant banker and underwriter, Investment Advisory services, insurance repository services, financial consultancy and advisory 
services, realty services, data management, data analytics, market research, solar power, film distribution and production, profiling and related services. 
Therefore associates of KSBL are likely to have business relations with most of the companies whose securities are traded on the exchange platform. The 
information and views presented in this report are prepared by Karvy Stock Broking Limited and are subject to change without any notice. This report is based 
on information obtained from public sources , the respective corporate under coverage and sources believed to be reliable, but no independent verification has 
been made nor is its accuracy or completeness guaranteed. The report and information contained herein is strictly confidential and meant solely for the selected 
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any 
form, without prior written consent of KSBL. While we would endeavor to update the information herein on a reasonable basis, KSBL is under no obligation 
to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent KSBL from doing so. The value and 
return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. This report and information herein is solely for 
informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial 
instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. KSBL will not treat recipients 
as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any 
investment or strategy is suitable or appropriate to your specific circumstances. This material is for personal information and we are not responsible for any loss 
incurred based upon it. The investments discussed or recommended in this report may not be suitable for all investors. Investors must make their own investment 
decisions based on their specific investment objectives and financial position and using such independent advice, as they believe necessary. While acting upon 
any information or analysis mentioned in this report, investors may please note that neither  KSBL nor any associate companies of KSBL accepts any liability 
arising from the use of information and views mentioned in this report. Investors are advised to see Risk Disclosure Document to understand the risks associated 
before investing in the securities markets. Past performance is not necessarily a guide to future performance. Forward-looking statements are not predictions 
and may be subject to change without notice. Actual results may differ materially from those set forth in projections. 

 y Associates of KSBL 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. 

 y Associates of KSBL might have received compensation from the subject company mentioned in the report during the period preceding twelve months from 
the date of this report for investment banking or merchant banking or brokerage services from the subject company in the past twelve months or for services 
rendered as Registrar and Share Transfer Agent, Commodity Broker, Currency and forex broker, merchant banker and underwriter, Investment Advisory 
services, insurance repository services, consultancy and advisory services, realty services, data processing, profiling and related services or in any other 
capacity.

 y KSBL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. 
 y Compensation of KSBL’s Research Analyst(s) is not based on any specific merchant banking, investment banking or brokerage service transactions. 
 y KSBL generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of 

any companies that the analysts cover.
 y KSBL or its associates collectively or Research Analysts do not own 1% or more of the equity securities of the Company mentioned in the report as of the 

last day of the month preceding the publication of the research report. 
 y KSBL 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 and have no financial interest in the subject company mentioned in this report. 
 y Accordingly, neither KSBL nor Research Analysts have any material conflict of interest at the time of publication of this report.
 y It is confirmed that KSBL and Research Analysts, primarily responsible for this report and whose name(s) is/ are mentioned therein of this report have not 

received any compensation from the subject company mentioned in the report in the preceding twelve months. 
 y It is confirmed that Ajay Lakra, Research Analyst did not serve as an officer, director or employee of the companies mentioned in the report. 
 y KSBL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. 
 y Neither the Research Analysts nor KSBL have been engaged in market making activity for the companies mentioned in the report. 
 y We submit that no material disciplinary action has been taken on KSBL by any Regulatory Authority impacting Equity Research Analyst activities.

Karvy Stock Broking Limited
Plot No.31, 6th Floor, Karvy Millennium Towers, Financial District, Nanakramguda, Hyderabad, 500 032, India

Tel: 91-40-2331 2454;   Fax: 91-40-2331 1968
For More updates & Stock Research, visit www.karvyonline.com

mailto:research@karvy.com
http://www.karvyonline.com/markets/AskExpert
http://www.karvyonline.com/markets/AskExpert
mailto:mailto:research%40karvy.com?subject=
https://www.facebook.com/karvystockcommunity
https://twitter.com/KarvyStock
https://plus.google.com/+KarvyOnline/posts
https://in.linkedin.com/pub/karvy-stock-broking-broker-office/98/89/9b5
https://www.youtube.com/user/KarvySBL/feed
www.karvyonline.com

