Somany Ceramics (SOMCER)

CMP: X550

Target X 660 (20%)

Target Period: 12 months
November 9, 2026

Margin guidance raised!

About the stock: Somany Ceramics is the second largest tiles manufacturer in
the domestic tiles market having ~80 MSM capacity along with bath fittings and
sanitaryware capacity of 1.3 mn pieces and 0.48 mn pieces, respectively.

e The company has guided for mid-single digit volume growth in FY27 and
sustaining double digits margins.

Q2FY27 performance: Somany Ceramics delivered a strong Q2FY27 performance,
with consolidated revenue from operations rising 25.4% YoY to X854 crore, driven
by strong tiles revenues growth amidst price hikes. Tile volumes grew 5.4% YoY to
18.77 MSM, led by a 15.3% increase in own manufacturing volumes to 6.84 MSM,
while JV and outsourced volumes remained largely stable at 4.98 MSM and 6.95
MSM, respectively. Improved product mix, pricing actions and better operating
leverage drove consolidated EBITDA up 86.4% YoY to X100 crore, with EBITDA
margin expanding 380 bps to 11.7% from 7.9% in Q2FY26. PAT increased 176.9%
YoY to X42 crore.

Investment Rationale:

e Guidance of high-single digit volume growth in Tiles: The Management
expects high-single-digit tile volume growth in FY27, underpinned by
improved capacity utilization and favourable pricing dynamics. Somany
is also shifting towards high-value GVT, whose share increased to 45% of
the mix, up from 41% in the previous year, with entirety of the upcoming
~16MSM of capacity expansion dedicated exclusively to GVT. This strategic
allocation is expected to propel the GVT share to a dominant 65% to
70% of total sales within the next two to three years aiding topline
growth through an improved product mix. Thus, we bake Tiles revenues
CAGR of 13.3% over FY26-FY28E to 32982 crore, with volume CAGR of
6.4% over the same period to ~81.6MSM. Overall topline is expected to
grow at 13.1% CAGR over FY26-28E to X3572 crore.

e Management revises margin guidance upwards: Management upgraded
its EBITDA margin expansion guidance for FY27 to a 2-2.5%
improvement over FY26 levels, g substantial revision from the initial 1-1.5%
expectation. This implies an exit EBITDA margin in the range of 11.5% to
12.0%. We conservatively project EBITDA margins of ~11.3%/11% in
FY27 & FY28, respectively vs 9.2% in FY26. We expect earnings CAGR of
~40% over FY26-FY28E, largely led by pricing led topline growth and
margins improvement,

Rating and Target Price: Given the lower price differential between organised
and unorganised player, we expect demand recovery to sustain ahead for

organised players including Somany. We maintain BUY rating with a revised price
target of X660 valuing it at 17x its FY28E EPS,

X crore FY24 FY25 FY26 5 yr CAGR (FY21-26) FY27E
Revenues 2,591 2,659 2,790 11.1% 3,421
EBITDA 253 221 258 6.3% 387
EBITDA Margin (%) 9.8 8.3 9.2 11.3
PAT 97 60 81 7.3% 158
EPS R) * 23.6 14.7 19.8 38.5
P/E (x) 233 375 27.8 14.3
EV/EBITDA (x) 9.9 11.2 9.1 5.8
RoNW (%) 135 7.8 9.6 16.3
RoCE (%) 14.8 109 118 19.1

BUY
SOMANY

TILES | BATHWARE

Particular

X crore
Market Capitalization 2,255
Total Debt (FY26) 251
Cash (FY26) 148
EV 2,359
52-week H/L (X) 631/332
Equity capital 8.2
Face value 2.0

Dec-24 Mar-26

Jun-26 Sep-26

Promoters 55.0 55.2 55.2 55.2
Fll 0.9 13 14 2.9
DIl 23.0 21.6 19.4 16.0
Other 211 21.8 24.0 25.9
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(i) Volatility in gas prices.

(i) Unorganised players competition

Bhupendra Tiwary, CFA
bhupendra.tiwary@icicisecurities.com

Bhupesh Kawdia
bhupesh.kawdia@icicisecurities.com

2yr CAGR FY26-28E
13.1%
23.2%

40.0%

Source: Company, ICICI Direct Research
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Q2FY27 - Key Performance highlights

e  Management guidance: Underpinned by improved capacity utilization and
favourable pricing dynamics; the company maintained its guidance for
high single-digit volume growth in the core tiles segment for FY27. The
bathware division is projected to be a standout performer, with
management guiding for aggressive revenue growth of upwards of 20%
for both FY27 and FY28. Crucially, the company upgraded its EBITDA
margin expansion guidance for FY27 to a 2.0% to 2.5% improvement
over FY26 levels, a substantial revision from the initial 1.0% to 1.5%
expectation. This implies an exit EBITDA margin in the range of 11.5% to
12.0%.

e Tiles segment: The tiles segment remains the core growth engine for
Somany Ceramics, recording a 27% revenue growth to X723 crore
during Q2FY27. Total tile sales volume grew by 5.4% to reach 18.8 MSM.
The company's margin expansion strategy is the continuous improvement
in its product mix, specifically the shift toward high-value Glazed Vitrified
Tiles (GVT). GVT share increased to 45% of the mix, up from 41% in the
previous year. Management emphasized that the entirety of the upcoming
~16MSM of capacity expansion is dedicated exclusively to GVT. This
strategic allocation is expected to propel the GVT share to a dominant
65% to 70% of total sales within the next two to three years,

. Bath and sanitaryware segment: During Q2FY27, bathware revenues
reached X87.8 crore, a 15% YoY growth. Operationally, the Q2 capacity
utilization stood at 80% for sanitaryware and reaching optimum levels for
faucets. Despite inflationary pressures, margins in the bathware portfolio
remained slightly higher than the core tiles business. For sanitaryware, the
company successfully passed on the rising costs of fuel and plastic
components to consumers. The faucet division faced stiffer headwinds, as
brass prices practically doubled over the past 18 months. Since industry
pricing largely mirrors the market leader, Somany could not pass on the
entirety of this raw material inflation but managed sufficient price hikes to
cushion the impact on profitability. Overall, management anticipates this
segment will sustain a 20% growth rate through FY28,

e  Building solutions segment: Somany's Building Solutions segment, which
prominently features its adhesives portfolio recorded revenues of X~43
crore, showcasing a 28% YoY growth. Management revealed that the
broader building solutions business is expanding at an exceptional rate of
40% to 50%, with strong momentum expected to persist well into the next
financial year. To capitalize on this surging demand, the company
successfully commissioned a massive new manufacturing facility in the
North last month and initiated operations at another plant in the South
during the previous quarter. Currently, the Building Solutions and
sanitaryware segments combined contribute about 16-17% of total
revenue. With continued aggressive expansion, management envisions
these high-growth segments scaling up to represent 20% to 25% of total
sales volume over the next two to three years, driving margin accretion.

e  Capacity expansion and utilization: During Q2FY27, all operational tile
plants ran at 100% capacity utilization, excluding brief 15 to 20-day
planned shutdowns for strategic upgradations. Looking ahead, the
company expects to sell between 79 and 80 million square meters of
tiles in the current fiscal year, aided by debottlenecking efforts that will
add roughly 4 million square meters of annualized capacity. For FY28,
Somany targets the addition of 10-11 MSM by mid-year. A major highlight
is the expansion of the Ceravit joint venture plant in the South. Originally
planned as a 9 MSM addition, it has been scaled up to 11-12 MSM with
a total Capex of X250 crore, funded equally by debt and equity. Other
immediate Capex initiatives include X15 crore for modernization at Sudha,
X8 crore at Vintage, and raising the sanitaryware JV stake to 76%.

e  Gas Prices: Energy costs remained highly volatile during the first half of
the year, posing a significant operational challenge that the company
navigated with remarkable agility. While management anticipated a
favorable normalization of gas prices by late July or early August,
escalating geopolitical conflicts caused severe price fluctuations. Currently,
Somany’s overall blended gas cost hovers at I~70/SCM, a steep rise
from X45/scm in FY26 and X43/scm in Q2FY26. Despite an approximate
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16% to 17% absolute increase in gas prices since April, the company
demonstrated exceptional pricing power by entirely passing these costs
onto consumers. Crucially, Somany has engineered most of its
manufacturing plants to be fully fungible between Natural Gas, LPG, and
Propane, allowing it to source cheaper alternatives and maintain an edge
over competitors. Meanwhile, unorganized players in Morbi are
struggling with gas prices near X80/scm. Management expects long-
term gas prices to stabilize between 60 and 70/scm, which
structurally favors organized players.

o Morbi Exports: During the first five months of the fiscal year, total industry
exports plummeted by ~31% in value and a staggering 44-45% in volume.
Consequently, an estimated 35% of export-oriented units in Morbi were
completely shut down at the time of the earnings call. The primary culprits
include exorbitant freight rates, heightened geopolitical tensions, rising
land prices, and elevated gas costs nearing X80/scm, all of which have
severely damaged Morbi's global competitiveness. As a result, industry-
wide export revenue is projected to shrink to ¥12,000-13,000 crore this
year from X18,750 crore previously. This disruption benefits organized
domestic players like Somany, as financially strained Morbi operators are
virtually incapable of expanding capacity over the next 18 to 24 months,
restricting overall market supply.

Particular Q2FY27 Q2FY26 YoY (Chg%) Q1FY27 QoQ (Chg%) Comments
High growth in tiles segment driven

Net Sales 860.7 685.2 25.6 749.6 14.8 majorly by price hikes along with
~5.4% volume growth.

Other Income 2.2 3.7 -41.2 35 -38.7

Raw Material Expense 181.8 141.0 29.0 150.6 20.8

Purchase of Traded Goods 259.8 210.3 235 194.8 333

Power & Fuel 177.5 109.7 61.8 146.5 21.1

Employee benefit expenses 106.0 89.8 18.1 99.4 6.6

Other Expenses 89.1 71.3 25.0 77.2 154

EBITDA 99.7 53.5 86.4 86.2 15.7

EBITDA Margin (%) 11.6 7.8 378 bps 11.5 9 bps

Depreciation 28.0 26.3 6.5 28.5 -1.9

Interest 11.4 12.3 -7.5 114 -0.2

PBT 62.5 18.6 236.3 49.8 255

Taxes 18.6 6.3 195.9 15.6 19.3

PAT 41.5 15.0 176.9 355 16.8

Source: Company, ICICI Direct Research

Particulars FY27E FY28E

Old New (%) Change Old New (%) Change Comments
Revenue 3328 3421 2.8 3512 3572 1.7 Realigned Estimates
EBITDA 344 387 12.5 357 391 9.6
EBITDA Margin (%)  10.3 11.3 98 bps 10.2 11.0 79 bps
Adjusted PAT 130 158 21.3 138 159 15.0
EPS 31.8 385 213 338 38.8 15.0

Source: Company, ICICI Direct Research
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Financial summary

(Year-end March) FY25 FY26 FY27E FY28E (Year-end March) FY25 FY26E FY27E FY28E
Net Sales 2,643 2,771 3,401 3,550 Profit after Tax 60 81 158 159
Other Income 9 11 12 12 Depreciation 90 107 121 125
Total Revenue 2,668 2,801 3,433 3,584 Interest Paid 52 48 44 38

Raw Material Expense 590 578 697 728 Cash Flow before WC
Purchase of Traded Goods 711 842 884 923  changes 194 223 312 313

(Increase)/Decrease in Inventories (21) (4) - - Net Increase in Current
Employee benefit expenses 355 361 418 447 Assets (19) 61 (243) (1)

Other Expenses 301 285 354 369 Net Increase in Current
Total Operating Expenditure 2,438 2,532 3,033 3,181 Liabilities (12) (40) 200 37
EBITDA 221 258 387 391 Net CF from Op. Activities 163 244 269 309

Interest 52 48 44 38 (Purchase)/Sale of Fixed
Depreciation 90 107 121 125 Assets (32) (133) (100) (60)
PBT 87 114 234 240 Others (26) 74 12 12
Total Tax 27 35 76 78 Net CF from Inv. Activities (59) (59) (88) (48)
PAT before M| 58 74 158 162 Proceeds/Repayment of Debt (33) (51) (40) (40)
Minority Interest (2) (7) - 3 Dividend and Dividend Tax (12) (16) (32) (32)
PAT 60 81 158 159 Interest Paid (52) (48) (44) (38)
YoY growth -16.0% 35.2% 94.5% 0.9% Net CF from Fin. Activities (98) (115) (116) (110)
EPS (Diluted) 147 198 385 388 - - - -
Source: Company, ICICI Direct Research get C_GShcﬂo‘I:l Cash 7 70 65 151
pening Cash/ Cas 71 78 148 212
Equivalent

Cl. Cash/ Cash Equivalent 78 148 212 364

Source: Company, ICICI Direct Research

(Year-end March) FY25 FY26 FY27E FY28E (Year-end March) FY25 FY26 FY27E FY28E
Liabilities Per Share Data
Share Capital 8 8 8 8 EPS 147 198 385 388
Reserves & Surplus 763 834 960 1,088 Cash EPS 36.7 46.0 68.1 69.4
Total Shareholders funds 772 842 969 1,096 BV 188.2 2055 236.3 267.3
Secured Loan 153 137 97 57 Revenue per Share 6485 680.4 8343 8711
Unsecured Loan 149 115 115 115 Dividend per share 5.0 5.0 5.0 5.0
Total Debt 302 251 211 171 Operating Ratios
Deferred Tax Liability 35 34 34 34 EBITDA margin 8.4 9.3 11.4 11.0
Minority Interest 73 78 78 81 PAT / Total Operating Income 2.3 2.9 4.6 45
Other Long-Term Liabilities 92 157 157 157 Inventory Days 46.4  46.1 49.7 49.7
Long Term Provisions 12 9 9 9 Debtor Days 506 393 394 394
Liability side total 1,286 1,371 1,457 1,547 Creditor Days 45.9 43.7 49.7 49.7
Assets Return Ratios
Gross Block 1513 1646 1,746 1,806 RoE 7.8 9.6 16.3 14.5
Net Block 1,066 1,082 1,061 995 RoCE 10.9 11.8 19.1 17.9
Capital WIP 16 19 19 19 RolC 111 126 21.9 23.1
Current Investments 13 12 12 12 Valuation Ratios
Long-term loans & advances 4 3 3 3 EV /EBITDA 11.2 9.1 5.8 5.2
Inventories 338 352 466 486 P/E 375 27.8 14.3 14.2
Sundry Debtors 369 301 369 385 EV / Net Sales 0.9 0.8 0.7 0.6
Loans and Advances - - - - Market Cap / Sales 0.8 0.8 0.7 0.6
Other Current Assets 49 41 102 107 Price to Book Value 2.9 2.7 2.3 2.1
Cash 78 148 212 364 Turnover Ratios
Total Current Assets 846 854 1,162 1,355 Asset turnover 2.1 2.0 2.3 2.3
Creditors 334 334 466 486 Gross Block Turnover 1.7 1.7 1.9 2.0
Provisions 4 7 7 7 Solvency Ratios
Other Current Liabilities 343 300 368 384 Net Debt / Equity 0.3 0.1 (0.0) (0.2)
Total Current Liabilities 681 641 841 877 Current Ratio 1.1 1.1 1.1 1.1
Net Current Assets 165 214 321 477 Debt/EBITDA 1.0 0.4 (0.0 (0.5)
Assets side total 1286 1,371 1,457 1,547 Quick Ratio 0.6 0.5 0.6 0.6
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct Research

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey

ICICI Securities | Retail Research

Head - Research

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto
House,

Road No 13, MIDC,
Andheri (East)

Mumbai - 400 093
research@icicidirect.com

pankaj.pandey@icicisecurities.com
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ANALYST CERTIFICATION

I/We, Bhupendra Tiwary, CFA, MBA (Finance), Bhupesh Kawdia, MBA, Research Analysts, 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. 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. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in
the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICl Securities Limited Research Analyst SEBI Registration Number
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. 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 ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. 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. ICICI Securities 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. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICl Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities 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.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the 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.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates 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 ICICI
Securities nor Research Analysts and their relatives 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.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives 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.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.
ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report

SEBI Guidelines for Research Analyst (RA) requires all RAs to disclose terms and conditions pertaining to Research Services to all clients. Please go through the “Mandatory terms and conditions”
and “Most Important Terms and Conditions”.
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