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Jul 2024 - weak pricing trend continues

m Our check suggests that in Jul 2024, cement prices fell further by Rs6-7/bag
(~2%) m-o-m on a pan-India basis. Sharp price hike likely only post monsoon.

m We believe industry volume grew in low single digit in 1Q and continued to see
pressure in Jul 2024. We expect the demand to recover from 3QFY25F.

m As regards input costs, international coal prices were lower by 3-4% while pet-
coke prices remained broadly flat m-o-m in Jul 2024.

Prices decline m-o0-m by ~2%; seasonal schemes on ground

e Our channel check and a discussion with experts highlighted that pan-India cement
prices declined by ~2% m-o-m in Jul 2024 and spot prices are down by ~2% vs. 1Q
average. On Rs/bag basis, prices are down by Rs6-7 m-o-m in Jul 2024 and spot prices
are at a 36 to 40-month low (at Covid-19 pandemic level) on a pan-India basis. Our
discussions with experts highlighted that, apart from the seasonal price drop observed
during the season, competitive intensity is leading to an additional cut of Rs2-3/bag.
Demand remains affected due to the peak monsoon and shortage of labour. Overall
demand has been like average seasonal demand but it's the bottomed-out prices that's
hurting margins.

e Our channel check suggests no price hike was attempted in Jul 2024; dealers expect a
sharp price hike only post-monsoon (3QFY25F onwards) and beginning of the festive
season when demand starts picking up.

e Brands have switched to seasonal discount schemes to generate volume. Some
companies are getting their plants serviced a few weeks earlier amid the current low-
demand phase.

Region-wise channel check

e South: Cement demand was impacted due to higher-than-average rainfall during the
month. Prices fell by Rs9-10/bag m-o-m in Jul 2024. Price hikes are possible only post
monsoon, as per dealers, but will remain range-bound as large players enter the market.

e East: Dealers believe that demand has become unpredictable since the pre-election
phase (Apr 2024). The prices have declined by Rs7-8/bag, with large players continuing
to outgrow smaller players. No indication of price hikes, but seasonal discount, in effect,
to generate volume.

¢ North: Cement prices have declined by 3-4/bag m-o-m in Jul 2024. Demand remained
flat yoy. Dealers expect a moderate price hike by mid-Sep 2024F.

e West: Prices in the region declined by Rs3-4/bag m-o-m in Jul 2024. Spot prices in
Mumbai are in the range of Rs380-390/bag. Demand remained lower m-o-m, with the
monsoon being more active in the region in Jul 2024.

e Central: Average cement price declined by Rs4-6/bag m-o-m in Jul 2024. Dealers
highlighted that rural demand showed an improvement. Overall demand is expected to
revive post monsoon, followed by prospects of a price hike. Spot prices are at Rs330-
340/bag in Bhopal, and at Rs360-370/bag in Ayodhya.
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Figure 1: All-India cement average prices were down ~2% m-o-m and at an average of
1QFY25 prices in Jul 2024
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Pricing pressure continues; revival expected from 3QFY25F
Cement prices »

Figure 2: Region-wise, cement prices declined m-o-m in all Figure 3: North India cement price trend
regions in Jul 2024
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Figure 4: Southern region’s cement price trend Figure 5: Eastern region’s cement price trend
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Figure 6: Western region’s cement price trend Figure 7: Central region’s cement price trend
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Major input costs trend »

e Overall fuel prices remain stable: In Jul 2024, international pet-coke prices
remained steady at US$104/t (down ~10% YTD) while imported coal prices
were marginally up in the past few months at US$110/t. The fall in global
consumption of pet-coke and new supplies from Oman entering the market at
a competitive price (especially for Indian importers) is expected to keep the
pricing position better in the next few months. Cement producers indicate that
input costs for the industry are likely to remain stable in the near term.

Figure 8: International pet-coke prices remain stable Figure 9: Domestic pet-coke prices
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Figure 10: Imported coal price (South African 6k/kcal) trend Figure 11: Average diesel price trend
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Figure 12: Crude oil price trend
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Figure 13: Cement peer comparison

Company Bloom_berg Rating _Closing ) Target ) % Market cap EV/EBITDA (x) P/BV (x) ROE (%) P/E (x) EV/T (US$)

Ticker Price (LC) Price* (LC) Upside (US$m) FY24 FY25F FY26F FY24 FY25F FY26F FY24 FY25F FY26F FY24 FY25F FY26F FY24 FY25F FY26F
UltraTech Cement UTCEM IN ADD 11,765 12,560 7% 40,533 254 21.7 17.6 5.4 4.9 4.4  12% 13% 16% 45.5 38.4 29.9 144.9 161.1 172.9
ACC ACC IN ADD 2,435 2,960 22% 5458 15.0 13.1 11.3 3.0 2.7 24 14% 12% 12% 20.8 235 20.9 147.7 137.8 125.9
Ambuja Cements ACEM IN ADD 653 775 19% 19,189 375 32.8 28.3 3.7 3.1 2.9 7% 6% 7% 57.1 53.5 44.6 230.0 239.7 272.2
Shree Cement SRCMIN  HOLD 27,295 27,639 1% 11,753 211 19.3 16.8 4.8 4.4 40 12% 11% 12% 41.6 415 36.0 2145 177.8 159.5
The Ramco Cements TRCLIN  HOLD 828 870 5% 2,334 154 14.4 12.3 2.7 2.6 24 6% 6% 8% 48.5 43.8 30.5 125.3 120.7 114.1
JK Cement JKCEIN  HOLD 4,285 4,600 7% 3,951 18.9 17.2 14.9 6.4 5.7 50 16% 16% 17% 43.5 374 30.6 192.0 178.4 156.0
Birla Corp. BCORP IN ADD 1,510 1,800 19% 1,387 10.7 9.3 8.1 1.9 1.7 1.6 7% 8% 10% 29.9 225 17.2 92.4 92.2 85.7
HeidelbergCement HEIMIN  HOLD 227 176 -22% 615 144 11.7 10.0 34 3.3 32 11% 15% 17% 29.7 22.4 19.2 87.5 86.5 84.6
Dalmia Bharat DALBHARA IN ADD 1,799 2,100 17% 4,026 13.1 12.2 10.5 2.1 2.0 1.8 5% 7% 7% 41.3 31.0 25.6 92.8 90.1 81.3
JK Lakshmi JKLC IN ADD 848 955 13% 1,191 11.1 10.4 9.1 3.2 2.7 24 15% 16% 17% 219 18.1 15.0 85.0 83.0 76.1
Orient Cement ORCMNT IN ADD 356 250 -30% 869 11.7 10.5 10.0 3.0 2.8 25  10% 13% 13% 29.9 23.0 20.6 74.3 79.8 64.4
Mean 17.7 15.7 13.5 3.6 3.3 3.0 11% 11% 12% 37 32 26 135 132 127
Median 15.0 13.1 11.3 3.2 2.8 25 11% 12% 12% 41 31 26 125 121 114
Minimum 10.7 9.3 8.1 1.9 1.7 1.6 5% 6% 7% 21 18 15 74 80 64

Maximum 37.5 32.8 28.3 6.4 5.7 50 16% 16% 17% 57 53 45 230 240 272
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