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Demand trends improving
We recently interacted with the management of Cera Sanitaryware (CRS).
Following are the key takeaways:


Demand has been reviving over the past few months alongside gradual
unlocking of the economy. CRS’s July-August sales were cumulatively at
~95% of year-ago levels vs. ~85% levels in June and 55-60% in May.



Tier-3 cities and below, where the impact of Covid-19 has been limited,
have been key demand drivers. These markets now account for ~65% of
the company’s turnover (vs. ~55% historically).



CRS has a major presence in South India (~42% of FY20 revenue); this
market continues to see better traction than other geographies even now.



Sanitaryware revenue contribution has risen; share of tiles has declined due
to stricter credit terms imposed by the company post Covid.





In the sanitaryware segment, sale of entry-level products has increased due
to higher demand from the affordable housing market.
Demand for touch-free faucets has spiked after onset of the pandemic.
These products have higher realisations and also better margins.
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Input prices remain benign, limiting margin pressure. Cost control
initiatives should result in savings of at least Rs 100mn in FY21.
Working capital has improved as cash collections remain robust despite
challenges due to Covid-19. Also, inventory levels which had increased in
FY20 due to the lockdown have now normalised and the company has
negotiated its way to higher payable days.



A focus on expanding the retail sales mix has seen its share rising to
73-75% of total turnover. About 50% of sales to retail dealers are on cashand-carry mode.



The company has added 550 dealers YoY, taking the count to 3,631 as of
Jun’20.
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CRS took price hikes of 3-5% in the sanitaryware segment in Aug’20,
which will aid margins in H2FY21.

FY21E FY22E FY23E

Total revenue (Rs mn) 10,508 12,409 13,742

Adj. EPS (Rs)



CRS IN/Rs 2,245
US$ 395.0mn
13mn
US$ 0.2mn
Rs 2,790/Rs 1,986
54%/15%/30%

Source: NSE
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Disclaimer
Recommendations and Absolute returns (%) over 12 months
BUY – Expected return >+15%
ADD – Expected return from >+5% to +15%
REDUCE – Expected return from -5% to +5%
SELL – Expected return <-5%
Note: Recommendation structure changed with effect from 1 January 2018 (Hold rating discontinued and replaced by Add / Reduce)
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Rating distribution
As of 31 August 2020, out of 100 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 48 have BUY ratings, 21 have ADD ratings, 11 are
rated REDUCE and 20 are rated SELL. None of these companies have been investment banking clients in the last 12 months.
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expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of
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illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS’s clients. It does not constitute a personal recommendation
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investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable for all
investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such.
Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed in
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In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed
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No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.
BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date of
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