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Event Update 

Domestic Demand Steady Amid Oversupply 

We recently interacted with an expert in the Indian ceramic industry, who 

provided deep insights into the current landscape of the tile industry in Morbi. 

The discussion covered critical aspects such as gas pricing trends, export and 

domestic demand dynamics, over-capacity in Morbi, and ongoing structural 

shifts within the industry.  

Key Takeaways:  

Industry Capacity & Player Dynamics 

▪ Currently, around 700 units are operational in Morbi. About 200 units shut 

down in FY25, and another 100 units may shut down in the coming year, due 

to high fixed costs, shift in demand from wall tiles to GVT tiles, and outdated 

machinery. 

▪ Older plants are equipped with a kiln capacity of 100 sqm, whereas new plants 

have kilns of 300 sqm. Also, older kilns are less efficient and more expensive 

to operate, and are gradually being replaced by modern, cost-efficient kilns. 

▪ 80 new units have recently been set up, focusing specifically on GVT tiles. 

These new units have a production capacity of 20,000 boxes per day, 

compared to the 10,000 boxes/day capacity of older units. 

Domestic Demand & Oversupply Issues 

▪ Domestic demand remains moderate; however, oversupply in the industry is 

exerting significant pricing pressure. With issues in the export market in FY25, 

5–10% of export volumes from Morbi have shifted to the domestic market. 

This diversion has resulted in dumping of excess inventory in the domestic 

market, leading to intense competition and additional stress on pricing.  

▪ In this challenging environment, branded players like Kajaria Ceramics and 

Somany continue to enjoy a premium, supported by their strong brand 

recognition and well-established distribution networks. In contrast, local and 

unbranded players remain exposed to price cuts and margin compression. 

Export Market Scenario 

▪ In FY25, tiles exports declined by ~11% to Rs 180bn. However, it is expected 

to reach FY24 levels in FY26. Currently, Morbi exports to 163 countries 

globally.  

▪ In Apr’25, the UK, UAE and USA were the top 3 export destinations for tiles 

from Morbi. 

▪ During the interaction, the expert highlighted that freight costs saw a 

significant correction—down by 65% in Jan’25 and currently remain 17% 

below the peak levels of Sept’24, making tile exports more viable. Freight rates 

had previously surged due to the Red Sea crisis, geopolitical tensions, and 
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container shortages, but have now largely normalized. As a result, it is 

expected that approximately 35% of the total production from Morbi players 

will be directed toward exports. 

▪ Morbi players face high duties (100%) in key Gulf countries like Saudi Arabia, 

Qatar, Oman and Kuwait. In contrast, duties in the USA are negligible at ~3%, 

and the UAE is duty free. 

Gas Pricing and Consumption Trends 

▪ Natural gas supplied by Gujarat Gas is more expensive than propane. Gujarat 

Gas supplies natural gas priced at Rs51/SCM, while propane stands at 

Rs48/SCM and LPG at Rs47/SCM. Two years ago, natural gas was priced at 

~Rs30/SCM, indicating a significant rise in fuel costs.  

▪ Three years ago, the price difference between natural gas and propane was 

Rs10-15. Due to this cost disparity, more than 500 out of 700 operational units 

switched from natural gas to propane. Major suppliers like IOCL, BPCL, 

Reliance and Adani also started supplying propane and LPG to these units. 

▪ Fuel costs, which ideally should be in the range of 25–30% of total production 

cost, have now increased to 35%, leading to margin pressure for most units. 

▪ Fuel consumption for Morbi units stands at 7.3mn SCM/day: 2.6mn SCM/day 

of gas from GGAS and 4.7mn SCM/day of propane from OMCs. At pick of 

capacity utilization, fuel consumption could rise to 8.2mn SCM/day. 

Outlook  

▪ Morbi cluster clocked Rs550bn turnover in FY25; of this, 30% (Rs165bn) from 

exports and the rest (Rs385bn) from the domestic market, excluding 

organized players. 

▪ Margin pressure persists for unorganized players. Hence, some may plan 

temporary shutdowns (~1 month) to rationalize production and stabilize 

prices. 

▪ Larger branded players like Kajaria, Somany and Johnson are relatively 

shielded from pricing pressures due to brand strength and premium product 

positioning. 
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 Tiles exports decline by ~11% in FY25   
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 Major export destinations for tiles from India  

0

5

10

15

20

USA Iraq UAE UK Mexico Russia

FY24 FY25

 

Source: Ministry of Commerce & Industry, PL 

 India’s Ceramic Tiles - Pick up in export volume 
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 India’s tiles exports FY25 – country-wise (%)  
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 Drewry WCI Composite container freight 40 
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 Country-wise tiles export from India (Qrtly %) 

Country-wise % share FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 

Saudi Arabia  20.3 22.7 16.8 21.7 14 7.3 5.5 2.6 1.3 

USA  0.7 0.7 1.2 3.6 6.9 6.3 7.3 8.1 7.2 

Iraq  1.1 7.2 5.3 4.2 4.4 5.5 5.3 5.4 5.5 

UAE  6.5 6.1 7.3 5.2 4.9 5.2 5.9 5.7 7.4 

Nepal  2.1 4.9 4.8 3.9 3.2 4.8 2.5 1.4 1.1 

Kuwait  5.1 5.4 3.5 3.7 4.3 4 4.3 3.7 3.8 

Thailand  0.4 1.1 2.1 2.5 2.6 3.3 3.2 2.7 2.8 

UK  1.8 1.1 1.3 1.5 2.7 3.3 3.2 4.6 4.4 

Mexico  16.5 7.5 5.9 5 4.4 3.3 3.3 5.5 3.5 

Russia  0 0 0.2 0.6 1.7 3.2 3.1 5.3 6.7 

Oman  6.5 5.7 5 3.7 3.9 3.1 3.4 3 2.8 

Jordan  0.5 0.5 0.4 0.3 0.6 3 3.3 0.6 0.3 

Poland  3.9 2 2.1 2.6 2.8 2.9 2.6 2.7 3 

Indonesia  0 0.2 1.6 5.1 3.9 2.8 2.1 1 1.8 

Israel            2.1 3.3 3.4 3.7 

Others 34.6 34.9 42.4 36.4 39.6 40 41.6 44.2 44.5 

Total 100 100 100 100 100 100 100 100 100 

Source: Company, PL 

 

 Country-wise tiles export from India (Annually %) 

Country-
wise 
Contribution 
(%) 

Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 

Saudi 
Arabia  2.3 3 2.5 4.9 1.7 1 1.6 2.6 1.8 1 1.6 0.8 

USA  8.1 7.4 8.6 6.4 9.5 6.7 6.3 8.4 9.4 6.7 6.3 6.2 

Iraq  4.8 6.3 5.6 4.8 4.7 6 6.6 4.8 4.7 6 6.6 5 

UAE  5 4.7 6.4 6.6 5.7 7.9 7.7 6.7 5.7 7.9 7.7 8.4 

Nepal  1.7 1.4 1.3 2.3 1.3 1.5 1 1.2 1.3 1.5 1 0.8 

Kuwait  2.8 4.2 3.8 4.7 3.3 3.2 4.8 4.1 3.3 3.2 4.8 3.8 

Thailand  2.6 2.7 2.9 3.3 2.8 3.2 2.5 2.6 2.8 3.2 2.5 2.7 

UK  5.6 4.5 3 5.3 5.6 3.9 4.2 5.6 5.6 3.9 4.2 4 

Mexico  4.2 5.1 6.6 4.4 4.9 5.4 2.6 6.6 4.8 5.4 2.6 1.4 

Russia  6.2 4.9 4.5 3.1 7.4 6.8 6.5 5.9 7.3 6.8 6.5 6.3 

Oman  2.3 3.1 3.3 3.6 2.4 2.8 2.7 3.2 2.4 2.8 2.7 3.4 

Jordan  1 0.7 0.5 2.4 0.3 0.5 0.3 0.1 0.3 0.5 0.3 0.2 

Poland  2.6 2.6 2.4 2.2 3.9 2.8 2.6 3.3 3.9 2.8 2.6 2.7 

Indonesia  1.3 0.7 1 2 1 2.5 1.9 1.1 1 2.5 1.9 1.9 

Israel  4.7 4.5 2.1 5 2.4 3.9 3.9 2.1 2.4 3.9 3.9 4.6 

Others 44.9 44 45.6 39.2 43.2 41.9 44.8 41.8 43.3 41.9 44.8 47.7 

Total 100 100 100 100 100 100 100 100 100 100 100 100 

Source: Company, PL 
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 Baltic dry Index  

 

Source: Company, PL 
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Analyst Coverage Universe 

Sr. No. Company Name Rating TP (Rs) Share Price (Rs) 

1 Astral Ltd. BUY 1,630 1,378 

2 Avalon Technologies Accumulate 927 879 

3 Bajaj Electricals Hold 641 610 

4 Cello World BUY 746 623 

5 Century Plyboard (I) Hold 775 784 

6 Cera Sanitaryware BUY 7,319 5,832 

7 Crompton Greaves Consumer Electricals BUY 423 327 

8 Cyient DLM Accumulate 546 494 

9 Finolex Industries Hold 213 224 

10 Greenpanel Industries BUY 310 249 

11 Havells India Hold 1,717 1,665 

12 Kajaria Ceramics Accumulate 878 800 

13 Kaynes Technology India Hold 5,744 6,263 

14 KEI Industries BUY 4,278 3,295 

15 Polycab India BUY 7,152 5,880 

16 R R Kabel BUY 1,292 1,426 

17 Supreme Industries Accumulate 3,803 3,512 

18 Syrma SGS Technology BUY 618 526 

19 Voltas  BUY 1,516 1,223 

 

PL’s Recommendation Nomenclature 

Buy  : > 15% 
Accumulate : 5% to 15% 
Hold : +5% to -5% 
Reduce : -5% to -15% 
Sell : < -15% 
Not Rated (NR) : No specific call on the stock 
Under Review (UR) : Rating likely to change shortly 
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 ANALYST CERTIFICATION 

(Indian Clients) 

We/I Mr. Praveen Sahay- MBA Finance, Mr. Rahul Shah- MBA Finance 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. 

(US Clients) 

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately 
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific 
recommendation or views expressed in this research report. 

DISCLAIMER 

Indian Clients 
Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for 
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking, 
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com. 

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be 
reported or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness 
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, 
made available or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or 
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in 
transactions of securities of companies referred to in this report and they may have used the research material prior to publication. 

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document. 

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INH000000271. 

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities. 

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.  

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month 
immediately preceding the date of publication of the research report.  

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report. 

PL or its associates might have received compensation from the subject company in the past twelve months. 

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for 
any other assignment in the past twelve months.    

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months. 

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject 
company in the past twelve months 

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report. 

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or 
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of 
interest at the time of publication of this report. 

It is confirmed that Mr. Praveen Sahay- MBA Finance, Mr. Rahul Shah- MBA Finance Research Analysts of this report have not received any compensation from the companies 
mentioned in the report in the preceding twelve months 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and 
its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. 

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity 
for the subject company 

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary 
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations 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 interest.  

PL and its associates, their directors and employees may  (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be 
engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company 
or act as an advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information 
and opinions. 

US Clients 
This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) 
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are 
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules 
or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account. 

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major 
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or 
transmitted onward to any U.S. person, which is not the Major Institutional Investor.  

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major 
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").  

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer. 

Prabhudas Lilladher Pvt. Ltd. 
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209 

www.plindia.com 
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