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Demand in pre-election year FY24 has started on a strong note. Volume for our
coverage universe is estimated to grow >15% YoY (in sync with industry). Yet,
coverage EBITDA is expected to stay flat YoY owing to — a) muted cement prices
(down 4-5% YoY, flattish QoQ) and b) marginal QoQ drop in fuel cost due to
inventory-lag impact (major benefits expected in Q2/Q3 FY24E).

Robust demand trend may drive volume assumptions higher and fuel cost too is
set to ease further (at least until Q3FY24E, based on current spot fuel rates).
However, it is too early to project earnings upgrade given the expected weak
cement price season of Q2/Q3FY24. Historically, both robust demand as well as
plunging fuel cost have triggered competitive intensity. Given the display of weak
pricing power since past couple of quarters and heightened underlying
competitive intensity (ever since Adani Cement’s foray with aggressive expansion
plans), we see no reason for a different outcome this time as well. We see limited
risk to our EBITDA estimates (~7% below consensus) and stay Cautious on
cement sector.

Key risks: Firm cement prices in Q2/Q3 of FY24

» Volumes on a high, yet realisation stays muted: With industry leader UltraTech
Cement reporting 20% volume growth, cement demand is clearly buzzing. We
estimate volumes for our coverage universe to surge >15% YoY — broadly in sync
with the industry. Interestingly, the QoQ drop in volumes seems arrested at <4% vs a
usual drop of 8-10% for Q1 (vs Q4 of any fiscal). However, we estimate realisation to
drop marginally by 0.5% QoQ (down 4-5% YoY) owing to high competitive intensity
pan-India.

> EBITDA growth in slow lane: Due to inventory-lag impact, most companies have
guided for benefits of low spot fuel prices to accrue by Q2/Q3 FY24. Accordingly, we
have penciled in a QoQ fuel cost drop of Rs80-100/t vs Q4FY23 even as spot rates
suggest a potential drop of Rs300-350/t. Accordingly, EBITDA for our coverage
universe is estimated to be flat YoY (down 6% QoQ). EBITDA/t too is estimated to be
flat QoQ or dip marginally.

» Earnings course correction? Caution advised: Volume growth is heartening and
easing fuel cost lends excitement, too. Yet, we advise caution against earnings
upgrades just yet given cement prices have to weather the weak patch of Q2/Q3
FY24. Historically, both the potent positives — of high demand in pre-election year

Quarterly summary

Sales EBITDA PAT
Company % chg % chg % chg
AMJ "23* AMJ 23* AMJ '23*

(Rs mn) (YoY) (QoQ) (YoY) (QoQ) (YoY) (QoQ)
Ultratech Cement 1,75,218 15.5 -5.6 30,117 2.7 -9.4 15,261 -35 -8.6
ACC 45,950 2.8 -4.1 4,653 9.4 -0.2 2,903 30.7 22.7
Ambuja Cement 40,509 1.4 -4.8 7,719 12.8 =21 4,057 61.3 -19.3
Shree Cement 44,517 5.9 -7.0 8,366 22 -6.3 3,423 8.5 -37.3
India Cements 13,933 -3.7 -4.6 -176 NA NA -859 NA NA
JK Cement 27,178 19.7 22 3,557 -11.9 1.8 1,036 -35.6 5.9
Grasim 63,719 -12.1 -4.1 4,398 -66.7 32 491 -93.9 475
Total (ex-Grasim) 3,47,305 10.1 -5.2 54,235 -0.6 -6.1 25,821 241 9.3

AMJ’23E*: Apr-Jun23; Source: Company data, |-Sec research

Please refer to important disclosures at the end of this report
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Table 1: Coverage recommendation and valuation matrix

Company Reco Target Price P/E(x) EV/EBITDA(x) EV/te (USD)

(Rs/sh) FY23 FY24E FY25E FY23 FY24E FY25E FY23 FY24E FY25E
Ultratech Cement |REDUCE 7,295 48 38 32 23 20 17 237 217 184
ACC HOLD 1,832 35 29 22 16 14 11 106 93 91
Ambuja Cement HOLD 410 24 33 26 19 20 16 242 234 217
Shree Cement SELL 21,534 65 41 33 28 20 17 212 186 184
India Cements SELL 122 NM 139 33 NM 19 14 81 79 79
JK Cement BUY 3,856 61 40 28 22 16 13 152 152 132
Grasim ADD 1,841 10 14 13 7 9 7 NA NA NA

Source: |-Sec research, Standalone Business of Grasim is valued at 8x

We stay Cautious on cement sector.
Key risks

Material reduction in competitive intensity is the key upside risk to our hypothesis.
Sharp cement price hike or sharp decline in fuel cost may force an earnings upgrade.

Table 2: Quarterly Snapshot Q1FY24E: Earnings preview

Particulars (INR mn) Q1FY24E YoY (%) QoQ (%) Q1FY23 Q4FY23  Comments

UltraTech Cement (Consol)
Total volumes (mt) 30.0 19.6 (5.3 25.0 31.7
Blended realisation (INR/t) 5,848 (3.4) 0.3 6,056 5,865 UltraTech Cement has already reported volume
Revenue, net 175,218 15.5 (5.6) 1,51,640 185624 growth of 20% for Q1FY24. However, we expect
EBITDA 30,117 (2.7) (9.4) 30,949 33,225  EBITDA to dip ~3% YoY (down 9% QoQ) owing
PAT 15,261 (3.5) (8.6) 15,812 16,701  to weak cement realisations (down 0.3%
EBITDA Margin (%) 172 -322bps -71bps 204 179 Iuelcost
PAT Margin (%) 8.7 -172bps -29bps 10.4 9.0

Shree Cement
Total volumes (mt) 8.9 18.0 0.2 75 8.8
Realisation (INRf) e (7.4) (0.6) ot Lol We estimate volumes for Shree Cement to stay
Total revenue, net 44,517 59 (7.0) 42,027 47,851 flat QoQ (up a robust 18% YoY). However, owing
Total EBITDA 8,366 2.2 (6.3) 8,188 8,925  to muted realisations (down 0.6% QoQ/7.4%
Total PAT 3,423 8.5 (37.3 3,155 5,462  YoY) and relatively high fuel cost, we expect
Cem. EBITDA (INR/) 915 (16.1) (1.7) 1,090 930 EBITDA to rise marginally 2% YoY (down >6%
Cenn. EBITDA Margin (%) 18.8 -190bps A7bps 207 189 Q.
Total PAT Margin (%) 7.7 18bps -373bps 7.5 11.4

ACC
Total volumes (mt)) 8.2 8.0 (3.9) 7.6 85
Realisation (INR/t) 5628 (48 (0.1) 5911 5636 Estimate ACC's volumes to rise 8% YoY due to
Revenue 45,950 2.8 (4.1) 44,684 47,908 capacity constraints (down just 4% QoQ). While
EBITDA 4,653 9.4 (0.2) 4,253 4,663 we expect realisation to be flat QoQ, EBITDA
PAT 2,903 30.7 22.7 2,222 2,366 may rise >9% YoY if the sharp control on fixed
EBITDA (INR/) 570 1.3 3.9 563 549  costs (mainly other expenses) sustains at

i (9 Q4FY23 levels.

EBITDA Margin (%) 10.1 61bps 39bps 95 97
PAT Margin (%) 6.3 135bps 138bps 5.0 49

Ambuja Cement
Total volumes (mf) [ 48 (43 T4 8.1 Ambuja Cement's grey cement volume is
FzlREi () e ) 1) S 9255 estimated to rise >11% YoY. However, adjusted
Revenue 40,509 1.4 (4.8) 39,935 42,563 o high clinker sales last year, overall volume
EBITDA 7,719 12.8 (2.1) 6,845 7,883 growth for Q1FY24E may stay restricted at ~5%.
PAT 4,057 (61.3) (19.3) 10,479 5,024  Despite muted realisation and relatively high fuel
EBITDA (INR/) 996 7.6 24 926 973  cost, EBITDA may rise ~13% YoY if the sharp

Y control on fixed costs (mainly other expenses)

EBITDA Margin (%) 19.1 191bps 54bps 17 185 o ins at Q4FY23 levels
PAT Margin (%) 10.0 -1623bps -179bps 26.2 118
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Particulars (INR mn) Q1FY24E YoY (%) QoQ (%) Q1FY23 Q4FY23  Comments

India Cements
Total volumes (mt) 2.7 (0.3) (4.3) 2.7 2.8
Realisation (INR/) 5,228 (3.4) (0.3) 5,413 5,244
Revenue, net 13,933 @3.7) (4.6) 14,462 14,605 Q1FY24E is expected to be yet another
I S T vty
PAT (859) NA NA 761 (2178) respite fr‘om high fuel cost. Estima¥e EBITgDA loss
EBITDA (INR/) (66) NA NA 115 (160)  to continue.
EBITDA Margin (%) (1.3) NA NA 2.1 (3.0)
PAT Margin (%) (6.2) NA NA 5.3 (14.9)

JK Cement (Consol)
Total volumes (mt) 4.54 27.6 (0.4) 3.56 4.56
Total Revenue 27,178 19.7 (2.2) 22,697 27,779
Total EBITDA 3,557 (11.9) 1.8 4,037 3,495 Crim Z?mggﬁm\’(‘o*ﬁ‘ff;% g‘ég’f‘érr"ﬁ Vggr::m
Bldended EBITDA (INR/t) 783 (30.9) 2.2 1,134 766 \g(et, EBITDA moay drop 12% due to weak prices
EBITDA Margin (%) 131 -470bps 50bps 17.8 126 ang partial respite from high fuel cost.
Total PAT 1,036 (35.6) (5.9) 1,609 1,101
Total PAT Margin (%) 3.8 -328bps -15bps 71 4.0

Grasim - Standalone
VSF Volumes (mt) 0.197 (5.0) (3.1) 0.207 0.203
Chemicals - Volume (mt) 0.289 2.4 1.0 0.282 0.286
VSF Realisation (INR/tonne) 1,85,422 (10.7) (0.0) 2,07,724 185422 oocim Industries may post muted EBITDA
Revenues 63,719 (12.1) 4.1) 72,530 66,458 recovery QoQ with expected gains in VSF
EBDITA 4,398 (66.7) 3.2 13,202 4,260  segment being offset by sharp price decline in
EBDITA margins (%) 6.9 -1130bps 49bps 18.2 6.4 chemicals segment. The losses for new
PAT Adj 491 (93.9) (47.5) 8,086 935 businesses like paints and B2B e-commerce are
Tax 164 (92.3) (60.8) 2136 418 also expected to drag the overall recovery.
Other income 389 (11.0) (66.6) 437 1,164
EPS (Rs) 0.7 (93.9) (47.5) 12.3 1.4

Source: |-Sec research




ICICI Securities

Cement, July 5, 2023

Price charts
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In case of industry/sector reports or a report containing multiple stocks, the rating/recommendation for a particular stock may be based on the last released stock
specific report for that company.”

This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities,
Inc. (Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are
as follows: Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@jicicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research
reports and no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return
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Investment 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.
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