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Highlighted Companies
Ambuja Cements Ltd
ADD, TP Rs775, Rs590 close

Ambuja Cements is likely to post superior
growth and EBITDA/t expansion in the
medium- to long-term led by capacity
expansion, efficiency improvement
measures, benefits from synergy with the
integrated Adani infrastructure platform
and supported by a strong balance sheet.

UltraTech Cement Ltd
ADD, TP Rs12560, Rs11230 close

We see UltraTech Cement as a key
beneficiary of the India infrastructure capex
theme in the medium- to long-term, aided
by timely significant addition of new
capacity, potential recovery in profitability
and the company’s strong presence in all
markets across India. We also view the
company's financial leverage as
manageable.

Summary Valuation Metrics

P/E (x) Mar24-A Mar25-F Mar26-F
Ambuja Cements Ltd 49.54 46.37 38.67
UltraTech Cement Ltd 45.35 38.29 29.85
P/BV (x) Mar24-A Mar25-F Mar26-F
Ambuja Cements Ltd 3.17 2.68 2.54
UltraTech Cement Ltd 5.38 49 4.4
Dividend Yield Mar24-A Mar25-F Mar26-F
Ambuja Cements Ltd 0.34% 0.39% 0.62%
UltraTech Cement Ltd 0.75% 0.65% 0.84%
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Cement
2Q unlikely to be ideal; recovery is vital now

m We expect avg. EBITDA/t for our coverage universe to fall by ~Rs187 g-0-q &
~Rs266/t y-0-y in 2QFY25F due to weak demand, prices & higher fixed costs.

m The volume for our coverage universe is likely to remain flat y-o-y, with
government spending remaining lower across regions during the quarter.

= We continue to remain selective in the cement space and prefer large-caps
like UTCEM and ACEM, and small-caps like BCORP, in our coverage universe.

Higher rainfall and sluggish infra spending slows demand; 2H crucial
We expect the cement industry’s aggregate sales volume in 2QFY25F to remain flat-to-
negative y-0-y, similar to our coverage universe’s, as the demand turned out to be worse
than expected due to the higher-than-normal rainfall in the second-half of the season and
lower spending on government infrastructure projects across regions, after the peak
election-related spending didn’t provide an opportunity for demand to change track after a
subdued 1QFY25 performance. We expect the large players to continue their rising market
share trend. For FY25F, we expect the industry to grow lower than expected, unless major
recovery starts from mid-Oct 2024F. In 2QFY25F, we expect UTCEM/DALBHARA/Adani
Cements to grow 2%/7%/4%, respectively, while SRCM to decline ~5% due to its higher
eastern region exposure & smaller players like JKCE/JKLC/BCORP/ORCMNT/HEIM to
register a fall in volume growth.

Prices continued to discourage in 2Q; realization to fall by ~2% qoq
Cement prices, after falling in 1QFY25, continued to decline across regions in 2Q as the
demand failed to recover, making cement prices touch the 2021 levels. Price hikes were
done earlier in the quarter but failed to sustain due to weak demand. However, the quarter
ended with a price hike of Rs10-15/bag in most regions, but it was too late to make any
contribution to improve the industry’s realization. Pan-India average prices fell by ~2% g-
0-q & ~8% y-0-y and have entered 3Q (the festive season) at the lowest level since the
Covid. Prices in the southern & eastern regions posted the highest decline in 2Q. We expect
the realization to fall by ~2% g-0-q & ~8% y-0-y for our coverage universe. We remain
cautious on cement prices as soft demand and consolidation continue to weigh in.

Input costs savings to marginally offset negative operating leverage
We expect power & fuel costs for the sector in 2QFY25F to remain in favour due to declining
coal/pet-coke prices. In 2Q, average fuel cost declined by 3-4%. The fall in variable costs
will ease the cost/t for our coverage universe, but negative operating leverage and rising
sales promotion expenses to increase cost/t by 2.1% g-o-q for our coverage companies.

Profitability to take a hit as both demand and prices turn negative
We expect our coverage universe’s average EBITDA/t to fall steeply by Rs187 g-o0-q and
Rs266 y-0-y, with bottomed out cement prices, lower volume and negative operating
leverage during the quarter. We expect our coverage universe to report EBITDA/t of below
Rs700. We expect UTCEM/JKLC/ACEM to fare better while JKCE to report the highest
decline g-o-q on the EBITDA/ front.

2QFY25F earnings of our coverage universe
Company Revenue| % chg %chg| EBITDA| %chg %chg PAT| %chg %chg
(Rsm)| (yoy) (gog)] (Rsm)j (yoy) (gog)] (Rsm)] (yoy) (goq)
UTCEM - consol. 1,50,756 6% -17%| 21,171] -35%  -30% 9,140| -49%  -46%
SRCM 41,137| -14% -20% 5,709 -36%  -38% 488 -89%  -82%
ACC - consol. 42,573 4%  -17% 4,353 -21%  -36% 1,998| -48%  -45%
ACEM 37,356 6%  -17% 3,978| -49%  -38% 3,611| -44% -37%
TRCL 19,799] -15% 5% 2,412 -39%  -24% (113) NA NA
JKCE 24,010 -13% -14% 3,116 -33%  -36% 607| -65% -67%
BCORP 20,070| -12% -8% 1,687] -42%  -35% (285) NA NA
HEIM 4,736) -16% -11% 531 -24%  -32% 246 -31% -38%
DALBHARA 31,184 1% -14% 4,718 -20%  -29% 540 -56%  -79%
JKLC — consol. 13,656] -13% -13% 1,595 -27%  -28% 321 -67%  -54%
ORCMNT 6,255 -13%  -10% 697| -19% -27% 178| -28%  -52%
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Figure 2: Cement peer comparison

Company Rating Qlosing ) Target ) % Market cap EV/EBITDA (x) P/BV (x) ROE (%) P/E (x) EV/t (US$)

Price (Rs)  Price (Rs) Upside (US$ m) FY24 FY25F FY26F FY24 FY25F FY26F FY24 FY25F FY26F FY24 FY25F FY26F FY24 FY25F FY26F
UltraTech Cement ADD 11,214 12,560 12% 38,551 25.3 21.7 17.5 5.4 4.9 4.4 12% 13% 16% 45.3 38.2 29.8 144.9 161.1 172.9
ACC ADD 2,338 2,960 27% 5,228 135 11.7 10.0 2.7 2.4 2.2 14% 12% 12% 18.8 21.3 18.8 132.5 123.2 112.1
Ambuja Cements ADD 589 775 32% 17,267 32.1 27.7 24.0 3.2 2.7 25 7% 6% 7% 49.4 46.3 38.6 196.7 202.5 231.0
Shree Cement HOLD 25,306 26,500 5% 10,873 19.3 20.9 17.1 4.4 4.2 3.9 12% 7% 9% 38.1 59.2 44.1 195.9 163.1 147.0
The Ramco Cements HOLD 856 870 2% 2,408 16.1 15.1 12.8 2.8 2.7 25 6% 6% 8% 51.2 46.3 32.2 131.0 126.2 119.2
JK Cement HOLD 4,368 4,600 5% 4,019 18.4 16.8 14.6 6.3 5.6 4.9 16% 16% 17% 42.4 36.4 29.8 187.7 174.5 152.6
Birla Corporation ADD 1,201 1,700 42% 1,101 8.5 9.6 7.6 1.4 1.3 1.3 7% 5% 8% 22.4 28.0 16.6 73.6 74.9 66.9
HeidelbergCement HOLD 232 166 -29% 627 15.2 12.4 10.6 3.6 35 3.4 11% 15% 17% 31.3 23.7 20.2 92.7 91.7 89.9
Dalmia Bharat ADD 1,848 2,100 14% 4,127 13.3 12.4 10.7 2.1 2.0 1.9 5% 7% 7% 42.1 31.6 26.1 94.6 91.7 82.7
JK Lakshmi Cement ADD 802 955 19% 1,124 10.5 9.8 8.6 3.0 2.6 2.2 15% 16% 17% 20.4 16.8 13.9 79.9 78.2 71.9
Orient Cement REDUCE 289 320 11% 704 13.3 11.5 10.1 3.4 3.1 2.9 10% 12% 13% 33.9 27.1 22.4 83.8 81.4 84.6
Mean 16.9 15.4 13.1 35 3.2 2.9 11% 11% 12% 36 34 27 128 124 121
Median 15.2 12.4 10.7 3.2 2.7 25 11% 12% 12% 38 32 26 131 123 112
Minimum 8.5 9.6 7.6 14 1.3 1.3 5% 5% 7% 19 17 14 74 75 67

Maximum 32.1 21.7 24.0 6.3 5.6 4.9 16% 16% 17% 51 59 44 197 202 231
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We expect industry volume to
remain flat-to-negative y-o-y in
2QFY25F.

Along with the monsoon seasonal
effect, the quarter turned worse
due to the slowdown in government
infrastructure  projects  across
regions.

Based on our channel check, pan-
India cement prices have declined
by ~2% g-0-q in 2QFY25F, even
after a price hike of Rs10-15/bag
was taken in most regions by Sep
2024. We expect the price recovery
to be largely driven by demand
revival and industry revival.

Pet-coke & coal: Fuel prices have
been the saviour of the industry in
a declining price environment.
However, with rising tensions in the
Middle East region, any jump in fuel
prices will have a negative impact
on the industry’s profitability. Spot
pet-coke prices stood at ~US$104/t
(vs.US$134/t y-0-y) and domestic
pet-coke prices at Rs12,660/t (vs.
Rs14,239/t y-0-y).

We expect cement companies to
post a g-o-q decline in terms of both
absolute EBITDA and EBITDA/t in
2QFY25F due to muted demand,
subdued prices and negative
operating leverage.

2Q unlikely to be ideal; recovery is vital now

India cement sector - 2QFY25 results preview

Key assumptions for our coverage companies »

Volume 2QFY25F
UTCEM - consol. 27.1
SRCM 7.8
ACC - consol. 8.5
ACEM 7.8
TRCL 4.2
JKCE 4.3
BCORP 4.0
HEIM 1.1
DALBHARA - consol 6.6
JKLC - consol. 2.7
ORCMNT 12
Coverage Total Z5.3

1QFY25 2QFY24
32.0 26.7
9.6 8.2
10.2 8.1
9.3 7.6
44 46
438 45
4.4 42
11 1.2
7.4 6.2
3.0 2.7
1.36 1.4
87.6 75.4

yoy (%)

2%
-5%
4%
3%
-8%
-6%
-3.4%
-9%
%
-1%
-13%
0%

Figure 3: We expect aggregate sales volume for our coverage universe to remain flat y-
0-y and decline by ~14% g-0-q due to demand being lower than expected

qoq (%)
-15%
-19%
-17%
-16%
-3%
-12%
-8%
-6%
-11%
-11%
-8%
-14%

for our coverage universe

Realization/t 2QFY25F
UTCEM - consol. 5,412
SRCM 5,272
ACC - consol. 4,705
ACEM 4,763
TRCL 4,661
JKCE 5,630
BCORP 4,746
HEIM 4,614
DALBHARA - consol 4,750
JKLC - consol. 5,047
ORCMNT 5,019
Coverage Average 4,965

1QFY25
5,596
5,315
4,757
4,856
4,790
5,793
4,843
4,705
4,893
5,149
5,135
5,076

20FY24
6,035
5,854
5,125
5,223
5,053
6,068
5,211
4,871
5,113
5,763
5,057
5,398

yoy (%)
-10.3%
-0.9%
-8.2%
-8.8%
7.8%
7.2%
-8.9%
-5.3%

Figure 4: We expect the average blended realization to fall by ~2% g-0-q and ~8% y-0-y

qog (%)
-3.3%
-0.8%
1.1%
-1.9%
2.7%
-2.8%
2.0%
-1.9%
2.9%
-2.0%
2.3%
2.2%

Cost/t 2QFY25F
UTCEM - consol. 4,782
SRCM 4,540
ACC - consol. 4,517
ACEM 4,256
TRCL 4,093
JKCE 4,899
BCORP 4,552
HEIM 4,152
DALBHARA - consol 4,031
JKLC - consol. 4,458
ORCMNT 4,459
Coverage Average 4 A1

1QFY25
4,704
4,354
4,388
4,161
4,057
4,790
4,411
4,015
3,989
4,417
4,427
4,338

20QFY24
4,936
4,773
4,797
4,206
4,188
5,039
4,777
4,273
4,157
4,968
4,449
4,597

yoy (%)

-3%
-5%
-6%

1%
-2%
-3%
-5%
-3%
-3%

Figure 5: We expect average cost/t to increase by 2.1% g-o0-q and decline by 4% y-o-y
for our coverage universe due to negative operating leverage

qoq (%)
1.6%
4.3%
2.9%
2.3%
0.9%
2.3%
3.2%
3.4%
1.0%
0.9%
0.7%
2.1%

our coverage universe in 2QFY25F

EBITDA/t 2QFY25F
UTCEM - consol. 781
SRCM 732
ACC - consol. 514
ACEM 507
TRCL 568
JKCE - consol 731
BCORP 418
HEIM 463
DALBHARA - consol 719
JKLC - consol. 590
ORCMNT 559
Coverage Average 598

1QFY25
951
962
666
695
733
1,003
590
690
904
732
708

785

20QFY24
1,191
1,081
678
1,018
865
1,029
691
598
956
795
607
864

yoy (%)
-34%
-32%
-24%
-50%
-34%
-29%
-40%
-23%
-25%
-26%
-8%
-31%

Figure 6: We expect average EBITDA/t to fall by Rs187/t g-o-q and by Rs266/t y-0-y for

qoq (%)
-18%
-24%
-23%
-27%
-23%
-27%
-29%
-33%
-21%
-19%
-21%
-24%
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2QFY25F estimates for our coverage companies

Figure 7: UltraTech Cement (consolidated)

2QFY25F 1QFY25 QoQ (%) 2QFY24  YoY (%)
Net Sales (Rs m) 1,50,756 1,80,696  -16.6% 1,60,121 -5.8%
EBITDA (Rs m) 21,171 30,393 -30.3% 32,546 -34.9%
EBIT (Rs m) 12,499 21,967  -43.1% 24,711 -49.4%
PAT (Rs m) 9,140 16,966  -46.1% 17,770  -48.6%
EPS (Rs) 31.7 58.8  -46.1% 616  -48.6%
EBITDA Margin (%) 14% 17%  -278bp 20%  -628bp
SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS

Figure 8: Shree Cement
2QFY25F 1QFY25 QoQ (%) 2QFY24  YoY (%)
Net Sales (Rs m) 41,137 51,240 -19.7% 48,002 -14.3%
EBITDA (Rs m) 5,709 9,272  -38.4% 8,860  -35.6%
EBIT (Rs m) 68 2,229  -96.9% 4,743 -98.6%
PAT (Rs m) 488 2,785  -82.5% 4,466 -89.1%
EPS (Rs) 13.3 772 -82.8% 1238  -89.3%
EBITDA Margin (%) 14% 18%  -422bp 18%  -458bp

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS

Figure 9: ACC (consolidated)

2QFY25F 1QFY25  QoQ (%) 2QFY24  YoY (%)
Net Sales (Rs m) 42,573 51,549  -17.4% 44,347 -4.0%
EBITDA (Rs m) 4,353 6,791  -35.9% 5493  -20.8%
EBIT (Rs m) 2,124 4468  -52.5% 3,365 -36.9%
PAT (Rs m) 1,998 3,605  -44.6% 3,862  -48.3%
EPS (Rs) 10.6 19.2  -44.7% 206  -48.5%
EBITDA Margin (%) 10% 13%  -295bp 12%  -216bp

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS

Figure 10: Ambuja Cements (standalone)

2QFY25F 1QFY25 QoQ (%) 2QFY24  YoY (%)
Net Sales (Rs m) 37,356 45,158  -17.3% 39,698 -5.9%
EBITDA (Rs m) 3,978 6,460  -38.4% 7,734 -48.6%
EBIT (Rs m) 1,612 4,010  -59.8% 5449  -70.4%
PAT (Rs m) 3,611 5707  -36.7% 6,438  -43.9%
EPS (Rs) 1.8 29  -36.7% 32  -43.9%
EBITDA Margin (%) 11% 14%  -366bp 19%  -883bp
SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS

Figure 11: Dalmia Bharat
2QFY25F 1QFY25 QoQ (%) 2QFY24  YoY (%)
Net Sales (Rs m) 31,184 36,210 -13.9% 31,490 -1.0%
EBITDA (Rs m) 4,718 6,690  -29.5% 5890  -19.9%
EBIT (Rs m) 1,149 3520  -67.4% 1,880  -38.9%
PAT (Rs m) 540 2,580  -79.1% 1,240  -56.4%
EPS (Rs) 2.9 75  -617% 6.4  -54.6%
EBITDA Margin (%) 15% 18%  -335bp 19%  -357bp

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS

Figure 12: The Ramco Cements

2QFY25F 1QFY25  QoQ (%) 2QFY24  YoY (%)
Net Sales (Rs m) 19,799 20,884 -5.2% 23293  -15.0%
EBITDA (Rs m) 2,412 3,194  -245% 3986  -39.5%
EBIT (Rs m) 713 1,527  -53.3% 2412 -70.4%
PAT (Rs m) (113) 355 -131.8% 1,013 -111.1%
EPS (Rs) (0.5) 1.5 -131.8% 43 -111.1%
EBITDA Margin (%) 12% 15%  -311bp 17%  -493bp

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS
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Figure 13: JK Cement

Net Sales (Rs m)
EBITDA (Rs m)
EBIT (Rs m)

PAT (Rs m)

EPS (Rs)

EBITDA Margin (%)

2QFY25F
24,010
3,116
1,639
607

7.9

13%

1QFY25 QoQ (%)
28,076  -14.5%
4862  -35.9%
3,389  -51.7%
1,848  -67.2%
239  -67.2%
17%  -434bp

2QFY24  YoY (%)
27,528  -12.8%
4670 -33.3%
3262  -49.8%
1,757  -65.5%

227 -65.5%
17%  -398bp

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS

Net Sales (Rs m)
EBITDA (Rs m)
EBIT (Rs m)

PAT (Rs m)

EPS (Rs)

EBITDA Margin (%)

Figure 14: Birla Corporation

2QFY25F 1QFY25 QoQ (%)
20,070 21,904 -8.4%
1,687 2,583 -34.7%
221 1,127  -80.4%

(285) 326 -187.4%
(3.7) 42  -187.4%

8% 12%  -338bp

20FY24  YoY (%)
22,858  -12.2%
2,889  -41.6%
1,454  -84.8%
584  148.9%

7.6 148.9%

13%  -423bp

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS

Figure 15: JK Lakshmi Cement (consolidated)
2QFY25F 1QFY25 QoQ (%) 2QFY24  YoY (%)
Net Sales (Rs m) 13,656 15,639  -12.7% 15,745  -13.3%
EBITDA (Rs m) 1,595 2,224  -28.3% 2,173 -26.6%
EBIT (Rs m) 526 1,154  -54.4% 1,410 -62.7%
PAT (Rs m) 321 703 -54.4% 959  -66.5%
EPS (Rs) 2.7 6.0 -54.4% 81  -66.5%
EBITDA Margin (%) 12% 14%  -254bp 14%  -212bp
SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS

Figure 16: Orient Cement

2QFY25F 1QFY25 QoQ (%) 2QFY24 YoY (%)
Net Sales (Rs m) 6,255 6,963  -10.2% 7,206 -13.2%
EBITDA (Rs m) 697 960  -27.4% 865 -19.5%
EBIT (Rs m) 306 574  -46.8% 494  -38.1%
PAT (Rs m) 178 367  -51.6% 246 -27.9%
EPS (Rs) 0.9 1.8  -51.6% 12 -27.9%
EBITDA Margin (%) 11% 14%  -265bp 12%  -87bp

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS

Net Sales (Rs m)
EBITDA (Rs m)
EBIT (Rs m)

PAT (Rs m)

EPS (Rs)

EBITDA Margin (%)

Figure 17: HeidelbergCement India

2QFY25F
4,890
490

218

215

0.9

10%

1QFY25  QoQ (%)
5,322 -8.1%
780  -37.2%

499 -56.4%

399 -46.1%

1.8  -46.1%

15%  -464bp

20FY24  YoY (%)
5665  -13.7%
695  -29.5%

426 -48.9%

358 -39.9%

1.6 -39.9%

12%  -224bp

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS
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Our interactions with cement dealers
and an expert indicate that in Sep
2024, pan-India cement prices rose
by ~0.3% m-o-m, a hike of Rs10-
15/bag, making it a first successful
hike post general election 2024.

Cement prices »

Based on our recent channel check and discussions with an expert, pan-India
cement prices rose by ~0.3% m-0-m in Sep 2024, and spot prices fell by ~2%
vs. 1QFY25 average exit price and ~8% y-0-y. On Rs/bag basis, prices were
up by Rs4-5 m-o-m in Sep 2024, while spot India prices entered the festive
quarter at the lowest level since 2020. Prices were better in all regions, except
the eastern region where the hike couldn’t be sustained due to weak demand.
A hike of Rs15-20/bag is possible across regions next week, as per our channel
check.

Our discussions with the expert highlighted that the aggressive discount
strategy for promoting volume has eased. Cement demand improved in Sep
vs. Aug 2024 but remains lower due to the government’s infrastructure
spending on a slower track. The stretched monsoon season also continues to
hamper any recovery.

Figure 18: All-India cement average prices were down by ~2% g-o-q and 8% y-o-y in Sep

2024
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Region-wise pricing trend

South: Demand remained weak, restricting further price hike in the region.
Cement prices remained largely flat m-o-m, and dealers expect a price hike of
Rs15-20/bag prior to the Diwali festival. Spot prices in Bengaluru and
Hyderabad stood at Rs370/bag and Rs340/bag, respectively.

East: Dealers highlighted that demand continued to remain weak. The price
hike of Rs10-15/bag taken in the first week of Sep 2024 has been rolled back
as it could not sustain due to soft demand in the region. Cement prices
remained stable in Ranchi and Bihar. Any price hike is possible only post Diwali
festival, as per dealers. Spot prices in West Bengal stood at Rs330/bag.

North: Dealers highlighted that the more-than-normal rainfall in the past few
weeks hit demand, but they remain confident of a further price hike of Rs5-
10/bag in the coming months as and when the demand momentum picks up.
Spot prices in New Delhi and Varanasi were at Rs380/bag and Rs390/bag,
respectively. Prices were stable m-o-m.

West: Cement prices were up by Rs5-10/bag in the region, with a hike of
Rs10/bag taken in Mumbai, while prices in Gujarat remained balanced as
construction activity picked up after the disruption caused by excess rainfall in
the region. Cement prices in Mumbai are currently at Rs395/bag and at
Rs400/bag in Ahmedabad.

Central: Prices remained stable m-o-m, and no price hike was announced as
dealers believe aggressive price hikes could hamper demand recovery. A price
hike of Rs5-10/bag is likely in the last week of Oct 2024F. The average spot
price was Rs330/bag.
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Prices show some recovery but the road ahead remains difficult: Cement

prices, after being down from mid-Mar 2024, have finally started to pick up
momentum, but on a pan-India basis they remain lower by Rs30-40/bag versus
Oct 2023 levels. We don’t see any steep price hike announcement in the next
few months as the cement expert indicated that demand will be soft this year
along with the news from some regions indicating political interference into
price hikes, which may limit the easy pass-on of price hike to consumers in a
stable fuel cost environment. Also, any price hike post 3QFY25F may be
difficult because most companies are likely to chase their year-end volume

target.
Figure 19: Region-wise, cement prices declined m-o-m across Figure 20: North India cement price trend
regions in Sep 2024
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Figure 21: Southern region’s cement price trend Figure 22: Eastern region’s cement price trend
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Figure 23: Western region’s cement price trend
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Figure 25: Long-term capacity expansion plans of various cement majors

Targeted Capacity
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Near-Term Target
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19mtpa by FY27F

75mtpa by FY27F
25mtpa by FY27F

Major input costs trend »

Overall fuel prices remain stable: In Sep 2024, international pet-coke prices

remained steady at US$104/t (down ~10% YTD) while imported coal prices
were down by 12% m-o-m. Overall fuel costs remain favourable for the

industry, with Brent crude oil prices also declining.

Figure 26: International pet-coke prices remain stable
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Figure 27: Domestic pet-coke prices
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Figure 28: Imported coal price (South African 6k/kcal) trend Figure 29: Average diesel price trend in top metro cities
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Figure 30: Crude oil price trend
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Figure 31: Average energy cost continues to decline Figure 32: Pan-India cement price y-0-y change during the last
three general election years
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Figure 33: Fuel costs booked by various companies on kcal_hasjs'

Rs Kcal

ACC
ACEM
UTCEM
SRCM
JKCE
Nuvoco

TRCL

India
Cements
JKLC
DALBHAR
A

Star
Cement

BCORP

ORCMNT
Average

1QFY
23
2.52
25
22
2.61
23
2.28

1.87

2.45

2QFY
23
3.1
238
25
2.83
24
2.64

3.26
2.3
2.52

3QFY
23
2.61
2.33
26
2.53
26
2.74

2.43

2.95
2.57
2.42

2.09

4QFY
23
2.35
21
25
2.53
2.41
2.31

221

2.7
242
2.06

21

1QFY
24
2.13
2.09
2.34
2.37
2.2
1.94

2.03

2.25
2.23
1.98

2.35

1.95

2.16

2QFY
24
1.85
1.82
2.12
2.05
1.9
1.77

1.75

2.04
2.04
1.58

19

1.75

1.97
1.89

3QFY
24
1.86
1.84
2.05
1.78
1.82
1.67

1.64

1.99
1.78
15

1.75

1.58

1.9
1.78

4QFY}
241
1.01!
1.84)
2.031
1.82]
1.791
1.63]

1
1.65,
I
1
1.95)

I
1.68|

1
1.45)
I

1
17)
I
1.561
1
1771

1QFY
L AY25F

]
1.73 |

VS. spot prices

1.73 Hs400-500/t savings in the medium term.
2 Rs300/t savings in the next three-to-four years.

1.76 Stable or a marginal reduction.

1.62 I1375/t savings in FY25F, Rs1.5-1.55/kcal in 2QFY25F.
1.57 Tio reach ~Rs1.57-1.5/kcal band over the next few quarters.

1
149 1

Pet-coke -
US$104/t

Coal - US$101/t

1
1.63 Tio remain in this range for the next few quarters.

1
1.38 R&F costs to decline by 1-2% in the next few quarters.
1

1.5 'Ilp remain in a similar range for the next few quarters.

148 14530401t in FY25F.
178 |

1761 1651

1
Tio further decline by Rs0.05/kcal in 2QFY25F, expect savings of

SOURCE: INCRED RESEARCH, COMPANY REPORTS

10




Construction and Materials | India
Cement | October 08, 2024

InCred Equities

Key operational quarte

rly charts »

e \/0lume Growth (17 players) yoy

Figure 34: Volume growth trend — combined volume of major listed cement companies
(top 17 players) rose by ~3% y-o0-y and declined by 9% g-0-q in 1QFY25
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Figure 35: Realization growth trend - average realization Figure 36: Trend in unit cost — average total cost/t decreased by
declined by 3% g-0-q and 5% y-o0-y in 1QFY25 ~0.5% g-0-q and 5% y-0-y
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Figure 37: Sector unit EBITDA (

17 players) declined in 1QFY25 by ~27% g-0-q

and 6%

y-0-y
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Key assumptions for our coverage companies

Figure 38: We expect cement volume of coverage companies to grow by ~10% over FY24-27F

Volume (mt) FY20 Fy21 FY22 FY23 Fy24l" T EY25F | FY26F  FY27F!  CAGRFY19-24  CAGR FY24-27F
UTCEM* 81 86 94 106 119 130 146 163] 6.8% 11.0%
ACCH# 29 26 29 39 371 40 43 45] 5.4% 7.1%
ACEM# 24 23 27 38 34l 39 45 521 7.3% 14.7%
SRCM* 25 27 28 32 36: 38 42 47= 6.6% 10.0%
TRLC 11 10 11 15 18] 20 21 23] 10.6% 8.3%
JKCE* 8 10 12 14 171 19 21 231 14.4% 10.9%
BCORP* 14 13 14 16 18l 18 19 21l 5.0% 5.4%

HEIM 5 4 5 4 5= 5 5 6: -0.4% 5.3%
DALBHARA* 19 21 22 26 29] 32 35 38] 9.0% 10.0%
JKLC* 10 10 11 11 121 13 14 16l 1.5% 9.2%
ORCMNT 6 5 5 6 6: 6 7 7= -0.9% 6.3%

Total 232 236 259 306 331y__ 360 399 441 6.7% 10.1%
Figure 39: We expect realization of coverage companies to decline by ~0.8% over FY24-27F

Realization (Rs/t) FY20 FY21 FY22 FY23 FY24 | FY25F FY26F FY27F'CAGR FY19-24 CAGR FY24-27F
UTCEM* 4,072 3,839 4,371 4,981 4,867 4 4,808 4,801 4,781! 4.0% -0.6%
ACC# 4,585 4,477 4,553 5,257 4,579 4,485 4,492 4,4671 0.4% -0.8%
ACEM# 3,956 3,849 3,981 4,435 4220 1 4,141 4,066 4,011] 1.6% -1.7%
SRCM* 3,655 3,532 4,075 4,681 4470 1 4,349 4,322 4,364] 3.4% -0.8%
TRLC 3,777 3,729 4,251 4,629 4,238 | 4,145 4,180 4,242, 2.7% 0.0%
JKCE 4,478 4,223 4,641 5,178 4,974 | 4,858 4,842 4,827, 2.8% -1.0%
BCORP 4,001 4,069 4,466 5,029 4,656 | 4,516 4,492 4,510 2.8% -1.1%
HEIM 3,489 3,589 3,899 4,529 4,263 | 4,184 4,189 4,194 4.8% -0.5%
DALBHARA 3,923 3,550 3,991 4,367 4,188 4,082 4,069 4,089l 0.7% -0.8%
JKLC 3,548 3,625 3,991 4,916 4,785 4,586 4,579 4,6291 6.7% -1.1%
ORCMNT 3,517 3,513 3,896 4,467 461 1 4,380 4,409 4,447] 5.3% -0.1%
Average 3,017 3,818 4,192 4,770 a519 | 4412 4404 _ _ _a415 3.1% -0.8%
Figure 40: We expect cost/t of coverage companies to decline by ~0.8% over FY24-27F

Cost (Rs/t) FY20 FY21 FY22 FY23 FY24 IFy2sF FY26F FY27FlCAGR FY19-24 CAGR FY24-27F
UTCEM* 4,072 3,839 4,371 4,981 4,867 I 4,808 4,801 4,7811 4.0% -0.6%

ACC 4,585 4,477 4,553 5,257 4,579 | 4,485 4,492 4,467] 0.4% -0.8%
ACEM 3,956 3,849 3,981 4,435 4,229 ] 4141 4,066 4,011) 1.6% -1.7%
SRCM* 3,655 3,532 4,075 4,681 4,470 1 4,349 4,322 4,364, 3.4% -0.8%
TRLC 3,777 3,729 4,251 4,629 4,238 } 4145 4,180 4,242I 2.7% 0.0%
JKCE* 4,478 4,223 4,641 5,178 4,974 4,858 4,842 4,827 2.8% -1.0%
BCORP 4,091 4,069 4,466 5,029 4,656 4516 4,492 4,510! 2.8% -1.1%
HEIM 3,489 3,589 3,899 4,529 4,263 I 4,184 4,189 41941 4.8% -0.5%
DALBHARA 3,923 3,550 3,991 4,367 4,188 1 4,082 4,069 4,089 0.7% -0.8%
JKLC 3,548 3,625 3,991 4,916 4,785 ] 4,586 4,579 4,629] 6.7% -1.1%
ORCMNT 3,517 3,513 3,896 4,467 4,461 1 4,380 4,409 4,447, 5.3% -0.1%
Average 3,917 3,818 4,192 4,770 4,519 w4412 4404 _ _ _4415, 3.1% -0.8%
Figure 41: We expect EBITDA/t of coverage companies to increase by ~6% over FY24-27¢

EBITDA (Rs/t) FY20 FY21 FY22 FY23 FY24 IevasF FY26F FY27"E CAGR FY19-24 CAGR FY24-27F
UTCEM* 1,055 1,339 1,225 1,005 1,089 11,163 1,277 1,42 7.0% 9.3%
ACCH# 782 899 1,038 499 830 I 860 901 95h 4.2% 4.8%
ACEM# 893 1,167 1,187 852 980 ] 1,026 1,173 1,281 4.6% 9.3%
SRCM* 1,508 1,520 1,337 930 1,271 1 1,111 1,219 1,27k 3.3% 0.2%
TRLC 1,015 1,552 1,162 787 844 | 855 920 981 -2.0% 5.1%
JKCE* 1,184 1,282 1,057 810 1,079 j 1,094 1,142 1,197 5.7% 3.5%
BCORP 979 999 781 491 815 721 853 92 3.5% 4.3%
HEIM 1,122 1,129 910 567 659 I 757 822 SBE -7.8% 10.4%
DALBHARA 1,072 1,324 1,084 906 917 I 961 1,050 1,09 -1.7% 6.0%
JKLC 794 898 849 735 878 I 906 991 1,01k 16.6% 5.1%
ORCMNT 660 1,001 1,079 633 732 | 818 893 96k 8.5% 9.5%
Average 1,006 1,200 1,064 747 918 L 934 _ _ 1022 _ _ _1,09 3.2% 5.9%
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Figure 42: We expect total revenue of coverage companies to increase by ~11% over FY24-27F
FY23

Revenue (Rs bn) FY20
UTCEM* 424
ACC*# 157
ACEM# 117
SRCM* 129
TRLC 54
JKCE* 58
BCORP* 69
HEIM 22
DALBHARA* 97
JKLC* 44
ORCMNT 24
Total 1,193
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Figure 43: We expect EBITDA of coverage companies to grow by over ~18% over FY24-27F

EBITDA (Rs bn) FY20
UTCEM* 92.5
ACC*# 24.1
ACEM# 215
SRCM* 37.6
TRLC 11.4
JKCE* 12.1
BCORP* 13.4
HEIM 53
DALBHARA* 21.1
JKLC* 8.0
ORCMNT 3.8
Total 251

FY21
115.7
23.6
26.5
40.8
15.5
15.4
13.4
5.1
27.6
9.4
5.5
298

FY22
115.1
30.0
32.1
37.1
12.8
14.8
11.1
4.3
24.3
9.5
5.9
297

FY23
106.2
19.2
32.2
29.6
11.8
131
7.7
25
23.3
8.4
3.6
258

*CONSOLIDATED

129.7]
30.6l
33.71
45.2|
15.5]
20.6l
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3.2]
26.41
1051
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PAT (Rs bn) FY20
UTCEM* 57.6
ACC*# 13.7
ACEM# 15.3
SRCM* 15.4
TRLC 6.0
JKCE* 4.9
BCORP* 5.1
HEIM 2.7
DALBHARA* 2.2
JKLC* 2.5
ORCMNT 0.9
Total 126
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53.2
14.3
17.9
22.9

7.6
7.1
6.3
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11.7
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21
150

FY22
71.8
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8.9
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2.6
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FY23
50.6
8.9
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12.7
3.4
4.2
0.4
1.0
10.4
3.6
1.2
122

*CONSOLIDATED, # FOR ACC-ACEM, FY23 COMPRISES 15 MONTHS; YEAR-END CHANGES FROM DEC-MAR
SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS
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Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market.
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information
disseminated by regulatory information services, other publicly available information and information resulting from our research. While every effort is
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group companies to any
person to buy or sell any investments.

The opinions expressed are based on information which is believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made (information barriers and other arrangements may be established, where necessary, to prevent conflicts of
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their
duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among
other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request.
The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India.
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report.

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.

IRSPL may have issued other reports (based on technical analysis, event specific, short-term views, etc.) that are inconsistent with and reach a
different conclusion from the information presented in this report.

Holding of Analysts/Relatives of Analysts, IRSPL and Associates of IRSPL in the covered securities, as on the date of publishing of this report

Research Analyst or his/her relative(s) or InCred Research Services Private Limited or our associate may have any financial interest in the subject
company.

Research Analyst or his/her relatives or InCred Research Services Limited or our associates may have actual or beneficial ownership of 1% or more
securities of the subject company(ies) at the end of the month immediately preceding the date of publication of the Research Report.

Research Analyst or his/her relative or InCred Research Services Private Limited or our associate entities may have any other material conflict of
interest at the time of publication of the Research Report.
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In the past 12 months, IRSPL or any of its associates may have:

a) Received any compensation/other benefits from the subject company,

b) Managed or co-managed public offering of securities for the subject company,

c) Received compensation for investment banking or merchant banking or brokerage services from the subject company,

d) Received compensation for products or services other than investment banking or merchant banking or brokerage services from the subject

company

We or our associates may have received compensation or other benefits from the subject company(ies) or third party in connection with the
research report.

Research Analyst may have served as director, officer, or employee in the subject company.

We or our research analyst may engage in market-making activity of the subject company.

Analyst declaration

The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his
or her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and
autonomously in an unbiased manner.

No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations(s) or
view(s) in this report or based on any specific investment banking transaction.

The analyst(s) has(have) not had any serious disciplinary action taken against him/her(them).

The analyst, strategist, or economist does not have any material conflict of interest at the time of publication of this report.

The analyst(s) has(have) received compensation based upon various factors, including quality, accuracy and value of research, overall firm
performance, client feedback and competitive factors.

IRSPL and/or its affiliates and/or its Directors/employees may own or have positions in securities of the company(ies) covered in this report or any
securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities.

IRSPL and/or its affiliates and/or its Directors/employees may do and seek to do business with the company(ies) covered in this research report and
may from time to time (a) buy/sell the securities covered in this report, from time to time and/or (b) act as market maker or have assumed an
underwriting commitment in securities of such company(ies), and/or (c) may sell them to or buy them from customers on a principal basis and/or (d)
may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies)
and/or (e) solicit such investment, advisory or other services from any entity mentioned in this report and/or (f) act as a lender/borrower to such
company and may earn brokerage or other compensation. However, Analysts are forbidden to acquire, on their own account or hold securities
(physical or uncertificated, including derivatives) of companies in respect of which they are compiling and producing financial recommendations or
in the result of which they play a key part.

Recommendation Framework

Stock Ratings Definition:

Add The stock’s total return is expected to exceed 10% over the next 12 months.

Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (i) the forward net
dividend yields of the stock. Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.

Country Ratings Definition:

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.
Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.




