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RESULT REPORT Q4 CY22 | Sector: Cement

Ambuja Cement

Focused efforts towards efficiencies to bridge
valuation gap with leaders

Result Synopsis

Ambuja Cements (ACEM) reported a volume & NSR growth of 8% & 3% y/y translates in
revenue growth of 11% y/y to Rs41.3bn (v/s YSECe of Rs40.8bn). EBITDA came in at
Rsé6.3bn up by 10% y/y with EBITDA Rs813/te (17% above YSECe) aided by muted cost/te
up by 2% y/y (7% lower than YSECe). Reported PAT came in at Rs3.7bn (v/s Rs2.7bn
YSECe) up by 47% y/y owing to substantial increase in other income to Rs890mn over
dividend income from ACC. In recent years, ACEM narrowed the efficiency gap with its
peers by adopting cost-effective measures optimization of lead distance under MSA and
optimizing fixed costs & specific energy consumption under ‘Parvat’. Furthermore, the
efficiencies are expected to improve under the new management with fresh investments
of ~Rs100bn in; 1) augmenting WHRS & RE capacities 2) Ramp up AFR usage 3) Installing
Fly ash dryers & other debottlenecking measures to improve kiln efficiencies 4) Higher
Trade & blending ratio (80 & 85% currently). Management guided that the ongoing
expansion & cost efficiency measures to get completed in next 12-18months, totaling the
overall capacity close to ~40MTPA including 1.5MTPA at Ropar by CY23E end and CAPEX
of Rs35bn ($66/te) for 7MTPA expansion in the east. ACEM is a net cash company holding
a significant cash balance of Rs94.54bn as of Dec’22. Further, the promoter group
committed Rs200bn towards subscribing share warrants, out of which Rs50bn (25%) has
already received (remaining 75% will be subscribed in next 18month from date of
issuance). We value ACEM on SOTP based valuation with a standalone entity valued at
14x EV/EBITDA and ACEM’s stake in ACC at 10x EV/EBITDA on FY25E by adding Rs55bn
net cash. Thus, we arrived at TP of Rs434 with an ADD rating.

Result Highlights

= Volume came +5% higher YSECe, increased by 8% y/y and 14% q/q to 7.7MT.
While NSR increased by 3% y/y but declined by 2% q/q resulted in revenue of
Rs41.3bn (v/s Rs40.8bn YSECe) up by 11% y/y and 13% q/q.

=  Total cost/te came 7% below YSECe, up by +3% y/y but declined by 9% q/q (due
to power & other cost/te moderation by 25/28% q/q), resulted in EBITDA of
Rs813/te (v/s YSECe of Rs698/te) up by 3% y/y and 80% q/q.

= EBITDA of Rs6.3bn (+22% above YSECe) increased by +10% y/y and +106% q/q
with EBITDA margins of 15.2% (flat y/y) in Q4CY22 v/s 10.3% in Q3CY22.

= Other income increased substantially to Rs890mn (+167% y/y and +89% q/q) as
dividend received from ACC resulted in reported PAT of Rs3.7bn (Rs2.7bn YSECe)
up by 47% y/y and 167% q/q.

Exhibit 1: Actual vs estimates

Rs Mn Actual Remarks
1.2 0.4

Sales 41,285 40,808 41,112

Topline came

EBITDA 6,261 5,123 5,879 22.2 6.5 close to YSECe,
while muted
Margin (%) 15.2 12.6 14.3 261 bps 87 bps cost resulted in
outperformance
Adj. PAT 4,303 2,732 3,183 57.5 352

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 2: Quarterly snapshot (Standalone)

Particulars (Rs m) Q4CY21 Qi1CY22 Q2CY22 Q3CY22 [ Q4CY22 | y/y(%) q/q (%) Cy21 CY20 y/y (%)

Net Revenue 37,351 39,252 39935 36,704 i 41,285 i 10.5 12.5 139,650 113,719 228
Total Expenses 31,672 31,348 33,089 33,661 i 35,024 i 10.6 4.0 107,575 87,253 288
COGS 3,709 5,312 3,217 2,960 i 7,480 i 101.7 152.7 11,595 11,863 (2.3)
Employee Expenses 1778 1529 1637 1532 1595{ (10.3) 41 6777 6,688 13
Power & fuel 11,263 10,309 13,198 14,147 i 12,111 i 7.5 (14.4) 34,210 22,519 51.9
Freight Exp 8,441 8,682 9,048 8,395 i 8,362 i (0.9) (0.4) 33,083 28,549 15.9
Other Expenses 6,482 5517 5,989 6,627 i 5,475 i (15.5) (17.4) 22,112 17,845 23.9
EBITDA 5,679 7,904 6,845 3,043 i 6,261 i 10.3 105.7 32,075 26,466 21.2
EBITDA (%) 15.2 20.1 171 8.3 15.2 ! (4bps) 687 bps 23.0 23.3 (31 bps)
D&A 1,698 1,515 1,539 1,571 1,648 (2.9) 4.9 5,512 5,212 6
Other Income 332 367 6,324 470 890 167.8 89.2 2,856 3,720 (23)
Interest Expense 252 214 251 228 253 0.1 10.8 909 831 9
Exceptional/EO items 657 - - 152 614 (6.6) 303.4 657 - -
Share JV/Associates = = = = = = = = = =
EBT 3,405 6,543 11,380 1,563 4,637 36.2 196.7 27,853 24,144 15.4
Tax 888 1,591 901 184 947 6.7 414.4 7,047 6,243 12.9
Reported PAT 2,517 4,952 10,479 1,379 3,690 46.6 167.6 20,805 17,901 16.2
Less: Minority Interest - - - - - - - - - -
Adj. PAT 3,174 4,952 10,479 1,531 4,303 35.6 181.1 21,462 17,901 19.9
Source: Company, YES Sec
Exhibit 3: Quarterly Operational Performance Analysis (Standalone)
Particulars (Rs m) Q4CY21 QICY22 Q2CY22 Q3CY22 : QACY22 | y/y(%) a/q(%) cy21 CY20 y/y (%)
Total Volumes (MMT) 7.2 7.5 7.4 6.7 7.7 7.5 14.2 27.0 22.7 19.2
NSR/te (Blended) 5217 5,241 5,404 5,446 5,362 28 (1.5) 5,168 5,016 3.0
RM/te 518 709 435 439 971 87.5 121.2 429 523 (18.0)
Employees/te 248 204 221 227 207 (16.6) (8.9) 251 295 (15.0)
Power/te 1,573 1,376 1,786 2,099 1,573 (0.0) (25.1) 1,266 993 27.5
Freight/te 1,179 1,159 1,224 1,246 1,086 (7.9) (12.8) 1,224 1,259 (2.8)
Others/te 905 737 810 983 711 (21.5) (27.7) 818 787 40
Opex/te (Blended) 4,424 4,185 4,478 49941 4,549 | 2.8 (8.9) 3,981 3,849 34
EBITDA/te (Blended) 793 1,055 926 452 813 25 80.1 1,187 1,167 1.7

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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CONFERENCE CALL KEY TAKEWAYS

Key Highlights

In Q4CY22, the reduction in fuel consumption cost from Rs2.84kcal/kg to Rs2.45kcal/kg
aided ACEM to lower the overall operating cost and the factors likes: a) change in coal basket
b) higher low-cost domestic coal (Nil US Pet coke) c) Long term contract d) higher bargaining
power as group entity e) expansion of owned Gara Palma coal mine.

Warehouse infrastructure also optimized resulted in Direct sales improvement to 50% from
44% also lead-distance reduced from 263 kms to 248 kms and higher dispatches through
rail. Additionally, management indicated these measures will continue to reduce logistics cost
further.

As on Dec’'22, ACEM net cash position was Rs94.54bn

ACEM commissioned Marwar 14MW of WHRS capacity. WHRS projects at Bhatapara, Rauri,
Suli commissioned partially and likely to reach its full capacity of 39MW by Q4FY23.
Additionally, WHRS projects at Ambujanagar and Maratha of 28MW are under
implementation & progressing well.

ACEM focused to improve the overall operating efficiencies for which Rs100bn CAPEX been
envisaged by the management includes a) WHRS expansion to 110MW by FY24E v/s 35MW
in Dec’21 b) higher AFR uses, expected to reach 30% by FY27E c) Flash Ash dryers d) Lower
Clinker factor & Product mix e) Logistic optimization

Management committed towards its 5-years capacity goal of 140MTPA through various
greenfield & brownfield expansion at their existing capacities or holding limestone mines.
Also, Management to carry out extensive debottlenecking at its all capacities to improve the
capacity and efficiency.

Currently, ACEM trade sales contribute ~85% and Blended sales ~80%. Management is
looking to scale its B2B or Non-trade sales by increasing RMX capacities from 78 plants to
200 plants.

ACEM entered into a long-term contract with supplier for supplying 1.47MT of coal at a price
cap of US$157 (Benchmarking on CIF price of RB1) will aid to reduce the fuel price volatility
till Jun'23. This contract will take care of 25% of the cumulative coal requirement of both
ACC & Ambuja.

For improving its operating efficiencies, Management is optimistic toward dealing with the
adjacencies business through RPT (Related party transactions)

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 3
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Exhibit 4: Annual Operational Performance Estimates (Standalone)

Particulars (Rs m) CY20 CY21 FY23E FY24E FY25E
Total Volumes (MMT) 22.7 27.0 37.4 29.8 31.2
Utilization (%) 75% 82% 114% 85% 75%
Cement Realization/te 4,815 4,993 5,048 5,157 5,075
Net Realization/te (Blended) 5,016 5,168 5,301 5,522 5,470
RM/te 523 429 658 659 658
Power/te 993 1,266 1,594 1,486 1,332
Freight/te 1,259 1,224 1,154 1,227 1,184
Employees/te 295 251 197 273 287
Others/te 787 818 839 850 869
Opex/te (Blended) 3,849 3,981 4,442 4,495 4,329
EBITDA/te (Blended) 1,167 1,187 858 1,026 1,141

Source: Company, YES Sec, Note: Change of financial year end from December end to March end

Exhibit 5: 1-yr forward EV/EBITDA band Exhibit 6: 1-yr forward EV/te ($) band
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For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 4
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Exhibit 7: Balance Sheet (Standalone)

Y/e 31 Dec (Rs m)
Equity capital
Reserves
Net worth
Other LT Liabilities
LT provision.
Minority interest

Long-term Borrowing

Deferred tax liabilities. (net)

Current Liabilities
Trades Payables
Short-term Borrowing
Other current liabilities
Short Term Provision

Total Liabilities

Assets

Total Net Block

CWIP & Other Assets
Investments

Other Non-current Asset

Deferred tax asset (net)

Current Assets
Inventories
Trades Receivables

Other current assets

Short Term Loans & advances

Cash & Bank Balances

Total Assets

CY20
3,971
199,187
203,159
3,368
556
436
1,860

8,809
36,588
39
254,814

55,575
22,477
117,922
14,531

7,466
1,915
5,639

44
29,243
254,814

Cy21
3,971
218,101
222,073
2,980
651

435
2,018

11,444
42,044
89
281,734

73,025
12,946
117,969
10,048

14,636
2,932
8,501

48
41,631
281,734

FY23E
3,971
288,956
292,928
2,980
651

415
2,018

13,357
42,043
89
354,481

73,138
17,946
117,969
10,048

15,463
4,360
8,501

68
106,987
354,481

FY24E
3,971
305,761
309,732
2,980
651

405
2,018

14,585
42,042
89
372,503

76,677
25,946
117,969
10,048

12,247
6,216
8,501

56
114,842
372,503

FY25E
3,971
325,650
329,621
2,980
651

395
2,018

12,439
42,041
89
390,235

87,155
14,946
117,969
10,048

11,784
5,742
8,501

58
134,032
390,235

Source: Company, YES Sec; Note: Change of financial year end from December end to March end

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 8: Income statement (Standalone)

cv20 CY21  FY23E  FY24E  FY25E
Net Revenue 113,719 139,650 198,241 164,590 170,555
EBITDA 26,466 32,075 32,094 30,595 35,573
D&A 5,212 5,512 7,986 6,662 7,622
EBIT 21,254 26,562 24,108 23,933 27,951
Interest Expense 831 909 1,213 939 938
Other Income 3,720 2,856 8,300 3,037 3,147
Exceptional/EO items - 657 766 - -
EBT 24,144 27,853 30,430 26,032 30,161

Tax 6,243 7,047 7,699 6,587 7,631
Share of Profit/(Loss) in JV/Associates - - - - -
Reported PAT 17,901 20,805 22,730 19,446 22,530
Less: Minority Interest - - - - -
Adj. PAT 17,901 21,462 23,496 19,446 22,530

Source: Company, YES Sec; Note: Change of financial year end from December end to March end
Exhibit 9: Cash Flow (Standalone)

Y/e 31 Dec (Rs m) CY20 CY21 FY23E FY24E FY25E
Cash flow from operation 30,495 23,409 30,352 28,706 28,940
Profit before tax 24,144 28,509 31,195 26,032 30,161
Depreciation 5212 5,512 7,986 6,662 7,622
Tax paid (6,243) (7,047) (7,699) (6,587) (7,631)
Working capital A 7,383 (2,909) (365) 2,599 (1,211)
Other operating items - (657) (766) - -
Cash flow from Investing Activities (14,259) (8,947) (13,100) (18,200) (7,100)
Capital expenditure (14,053) (13,430) (13,100) (18,200) (7,100)
Change in other non-current assets (207) 4,483 - - -
Free cash flow 16,443 9,978 17,252 10,506 21,840
Cash flow from Financing activities (33,988) (2,074) 48,105 (2,651) (2,651)
Equity raised (148) 10,618 50,766 - -
Investments (32) (47) - - -
Debt financing/disposal 83 (1) (20) (10) (10)
Dividends paid (36,646) (12,510) (2,641) (2,641) (2,641)
Other items 2,755 (135) - - -
Net A in cash (17,752) 12,387 65,356 7,855 19,189

Source: Company, YES Sec; Note: Change of financial year end from December end to March end

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 10: Ratio Analysis (Standalone)

Y/e 31 Dec
Growth matrix (%)
Revenue
EBITDA
EBT
PAT
EPS

Profitability ratios (%)
EBITDA (%)

EBIT (%)

PAT (%)

RoCE

RoE

RoA

Per share ratios (Rs)
EPS

Dividend per share
Cash EPS

Book value per share

Payout (%)
Dividend payout
Tax payout

Liquidity ratios
Debtor days
Inventory days

Creditor days

Leverage ratios (x)
Interest coverage
Net debt / equity
Net debt / EBITDA

CY20

(2.5)
23.2
23.9
171
171

23.3
22.0
15.7
12.3

8.8
241

9.0
18.0
11.6

102

205
26

92
70
11

30.1
(0.7)
(1.1)

Cy21 FY23E FY24E
22.8 N/A N/A
21.2 N/A N/A
15.4 N/A N/A
16.2 N/A N/A
16.2 N/A N/A
23.0 16.2 18.6
211 16.3 16.4
14.9 11.5 11.8
13.2 11.0 8.7

9.4 7.8 6.3
25.2 25.9 19.6
10.5 11.8 9.8

6.3 1.3 1.3
13.3 15.5 13.1
112 148 156

60 12 14

25 25 25
130 92 92

54 54 54

6 13 13
32.3 26.7 28.7
(0.7) (0.8) (0.7)
(1.3) (3.3) (3.7)

FY25E

3.6
16.3
15.9
15.9
15.9

20.9
18.2
13.2
9.4
6.8
22.8

11.3

1.3
15.2
166

12
25

92
54
13

33.2
(0.8)
(3.8)

Source: Company, YES Sec; Note: Change of financial year end from December end to March end

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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DISCLAIMER

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

The information and opinions in this report have been prepared by YSL
and are subject to change without any notice. The report and
information contained herein are strictly confidential and meant solely
for the intended recipient and may not be altered in any way,
transmitted to, copied or redistributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written
consent of YSL.

The information and opinions contained in the research report have
been compiled or arrived at from sources believed to be reliable and
have not been independently verified and no guarantee, representation
of warranty, express or implied, is made as to their accuracy,
completeness, authenticity or validity. No information or opinions
expressed constitute an offer, or an invitation to make an offer, to buy
or sell any securities or any derivative instruments related to such
securities. Investments in securities are subject to market risk. The value
and return on investment may vary because of changes in interest rates,
foreign exchange rates or any other reason. Investors should note that
each security's price or value may rise or fall and, accordingly, investors
may even receive amounts which are less than originally invested. The
investor is advised to take into consideration all risk factors including
their own financial condition, suitability to risk return profile and the
like, and take independent professional and/or tax advice before
investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general
nature which may not be specifically suitable to any particular investor.
Past performance may not necessarily be an indicator of future
performance. Actual results may differ materially from those set forth
in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the
use of this report. This report is not directed or intended for distribution
to, or use by, any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction, where such
distribution, publication, availability or use would be contrary to law,
regulation or which would subject YSL and associates to any
registration or licensing requirement within such jurisdiction. The
securities described herein may or may not be eligible for sale in all

Ambuja Cements

jurisdictions or to certain category of investors. Persons in whose
possession this document may come are required to inform themselves
of and to observe such restriction.

YES Securities (India) Limited distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional
Investors through SEC 15a-6 rules and regulations under an exclusive
chaperone arrangement with Brasil Plural Securities LLC. The views and
sentiments expressed in this research report and any findings thereof
accurately reflect YES Securities (India) Limited analyst’s truthful views
about the subject securities and or issuers discussed herein. YES
Securities (India) Limited is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

This Research Report is the product of YES Securities (India) Limited. YES
Securities (India) Limited is the employer of the research analyst(s) who
has prepared the research report. YES Securities (India) Limited is the
employer of the YES Securities (India) Limited Representative who is
responsible for the report, are responsible for the content of the YES
Securities (India) Limited Research Report; any material conflicts of
interest of YES Securities (India) Limited in relation to the issuer(s) or
securities discussed in the YES Securities (India) Limited Research Report.
This YES Securities (India) Limited Research Report is distributed in the
United States through Brasil Plural Securities LLC (BPS). The research
analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and is/ 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 YES Securities (India) Limited 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 or entity. Transactions in
securities discussed in this research report should be effected through
Brasil Plural Securities LLC (BPS) or another U.S. registered broker
dealer/Entity as informed by YES Securities (India) Limited from time to
time.
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of publication of the Research Report

Research Analyst has served as an officer, director

or employee of the subject company(ies) N

YSL has received any compensation from the

subject company in the past twelve months No

YSL has received any compensation for
investment banking or merchant banking or
brokerage services from the subject company in
the past twelve months

No

YSL has 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

No

YSL has received any compensation or other
8 benefits from the subject company or third party No
in connection with the research report

YSL has managed or co-managed public offering
9 of securities for the subject company in the past No
twelve months

Research Analyst or YSL has been engaged in
10  market making activity for the subject No
company(ies)

Since YSL and its associates are engaged in various businesses in the
financial services industry, they may have financial interest or may have
received compensation for investment banking or merchant banking or
brokerage services or for any other product or services of whatsoever
nature from the subject company(ies) in the past twelve months or
associates of YSL may have managed or co-managed public offering of
securities in the past twelve months of the subject company(ies) whose
securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more
and/or other material conflict of interest in the securities discussed
herein.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL
REPORTS

Analysts assign ratings to the stocks according to the expected
upside/downside relative to the current market price and the estimated
target price. Depending on the expected returns, the recommendations
are categorized as mentioned below. The performance horizon is 12 to
18 months unless specified and the target price is defined as the
analysts’ valuation for a stock. No benchmark is applicable to the ratings
mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES
BANK LIMITED. YSL is a SEBI registered stock broker holding
membership of NSE, BSE, MCX & NCDEX. YSL is also a SEBI registered
Category | Merchant Banker, Investment Adviser and a Research
Analyst. YSL offers, inter alia, trading/investment in equity and other
financial products along with various value added services. We hereby
declare that there are no disciplinary actions taken against YSL by
SEBI/Stock Exchanges.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 10
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