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Benefiting from higher volume and lower P&F cost

2QFY24 RESULT PREVIEW We forecast a healthy 13.3% YoY revenue growth for the companies under our
coverage universe led by 12.8% YoY increase in volume and a marginal 0.5% rise in
Industry Cement realization. Our channel check indicates a strong demand in Eastern and Central
region while weaker demand in Southern part of India. Even though September
Relative performance: UltraTech v/s Sensex saw multiple price hikes led by the Eastern region, average cement prices for the
6,000 quarter are likely to increase only marginally in Q2FY24. Also, EBITDA is likely to
8,500 benefit from lower P&F costs due to the lag effect while recent surge in coal and
8,000 petcoke prices are likely to impact margins negatively from Q3FY24 onwards.
;Zgz Overall, EBITDA/t is likely to improve by 50% for our coverage universe to Rs932.
6,500 We forecast volume/revenue/EBITDA/PAT growth of 12.8%/13.3%/68.7%/105%
6,000 during Q2FY24. Our preferred pick remains Ultratech and ACC in the sector.
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Ultratech reported a volume growth of 15.6% while we forecast a double-digit

— Ultratech  ——Sensex volume growth for ACC, Ambuja, Dalmia Bharart and JK cement to the tune of
Source: Bloomberg, Systematix Institutional Research 15%/11%/10%/10%. However, Shree and Ramco are expected to report a volume
growth of 9% and 8% respectively. Prices in the eastern region saw a sharp spike
following a price hike of Rs. 70/bag. Further, recently prices in the South were raised

Sector recommendations despite lower demand. Absorption of these shikes and revival in demand post
Mkt . Uosid festivities are some of the key factors to watch out for as few prices have been rolled
: side . . . .
Ticker (R‘;a:n) (Rs) '()%) Rating back mainly in eastern side.
gtl:r;aet::h 2,363 9,250 14.1 BUY EBITDA to improve by RS309/t YoY; drop of RS43/t QoQ
zhree . 930 | 20330 | 211 SELL Due to lower P&F cost (lag effect of two quarters) and low base, we expect EBITDA to
emen improve by Rs309/t (EBITDA +50% YoY). However, due to lower volume partially
’é;”r::ﬁ 865 517 20.2 HOLD offset by price hike in September, QoQ decline is expected to be limited to Rs43/t.
ACC and Ambuja would witness higher EBITDA expansion due to low base while we
ACC 377 233 | 189 BUY expect Ultratech, Shree Cement and Dalmia Bharat to see a margin expansion in the
Ramco - 980 . BUY range of Rs212-250/t. However, Ramco and JK Cement are expected to witnessed a
Cement ' softer expansion of Rs193/t and Rs94/t respectively.

Source: Systematix Institutional Research
Demand to improve post-festive season and ahead of the election

Sudeen Anand The election has already been announced in five states in the month of Nov'23 while
udeep Anan . . . , , .
sudeepanand @systematixgroup.in the gen.eral election is around the corner in .Apr 24, GO\{ernment s sustaln.ed
+91 22 6704 8085 emphasis on PMAY and the recently announced interest subsidy on urban housing

] may aggravate the cement demand from the housing sector. The companies would
Jennisa Popat f her i . in Oct-Nov'23 af hich it i d b
jennisapopat@systematixgroup.in try to further increase prices in Oct-Nov’23 after which it is expected to be stagnant
+91 22 6704 8066 till general election. Overall, demand outlook remains robust in the long run owing to

government’s focus on the infrastructure space. Normal monsoon likely to keep rural

Prathmesh Kamath . " . . .
prathmeshkamath@systematixgroup.in demand strong. In view of positive demand expectations, we maintain Ultratech and
+91 22 6704 8022 ACC as our top picks within the coverage universe.

Investors are advised to refer disclosures made at the end of the research report.
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Exhibit 1: Q2FY24E Financial Summary

2QFY24E Change in Revenue Change in EBITDA Change in PAT
Company Revenue EBITDA PAT YoY QoQ YoY QoQ YoY QoQ
(Rs bn) (Rs bn) (Rs bn) % % % % % %
UltraTech Cement 159.7 27.2 14.4 14.9 (10.0) 45.9 (10.8) 89.4 (15.0)
Shree Cement 45.0 7.6 3.5 19.1 (9.9) 45.9 (18.0) 86.7 (39.0)
Ambuja Cement 41.2 8.0 4.4 12.0 (13.0) 162.4 (15.5) 182.2 (32.0)
ACC 43.9 5.2 2.8 10.2 (15.5) 3,285.2 (32.2) (471.5) (39.6)
Dalmia Bharat 33.7 5.8 1.2 13.3 (7.0) 52.8 (5.5) (38.6) (17.6)
JK Cement 23.2 3.6 1.3 8.2 (11.7) 22.7 (9.4) 1.9 1.0
Ramco Cements 18.5 2.7 0.2 3.9 (17.2) 45.5 (21.4) 111.9 (69.6)
Coverage Universe 365.2 60.2 27.7 13.3 (11.3) 68.7 (14.7) 105.0 (25.4)
Source: Company, Systematix Institutional Research
Exhibit 2: 2QFY24E Key Performance Indicators
2QFY24E Change in Volume Change in Realization Change in EBITDA/tn
Company Volume Realization | EBITDA/tn YoY QoQ YoY QoQ YoY QoQ
(mt) (Rs/tn) (Rs/tn) % % % % % %
UltraTech Cement 26.7 5,980 1,019 15.6 (10.9) (0.6) 1.0 26.3 0.1
Shree Cement 8.1 5,547 940 8.9 (9.0) 9.4 (1.0) 33.9 (9.9)
Ambuja Cement 7.9 5,211 1,016 11.3 (13.2) 0.7 0.3 135.8 (2.6)
ACC 7.9 5,590 664 14.7 (16.4) (4.0) 1.1 2,850.2 (18.9)
Dalmia Bharat 6.4 5,261 900 10.3 (8.2) 2.7 13 38.5 2.9
JK Cement 4.0 5,777 908 10.1 8.6 (1.7) (18.7) 11.5 (16.6)
Ramco Cements 3.6 5,186 748 8.0 (16.9) (3.8) (0.5) 34.7 (5.4)
Coverage Universe 64.6 5,656 932 12.8 (10.7) 0.5 (0.6) 49.6 (4.4)
Source: Company, Systematix Institutional Research
Exhibit 3: 2QFY24E result estimates and key highlights
Ultratech (Consolidated) 2QFY24E 2QFY23 1QFY24 YoY (%) QoQ (%)
Volumes (mt) 26.7 23.1 30.0 15.6 (10.9)
Net Sales (Rs bn) 159.7 138.9 177.4 14.9 (10.0)
EBITDA (Rs bn) 27.2 18.6 30.5 45.9 (10.8)
EBITDA Margin (%) 17.0% 13.4% 17.2% 362 bps (15) bps
Adj. PAT (Rs bn) 14.4 7.6 16.9 89.4 (15.0)
EPS (Rs/share) 49.8 26.3 58.5 89.4 (15.0)
Shree Cement (Standalone) 2QFY24E 2QFY23 1QFY24 YoY (%) QoQ (%)
Volumes (mt) 8.1 7.5 8.9 8.9 (9.0)
Net Sales (Rs bn) 45.0 37.8 50.0 19.1 (9.9)
EBITDA (Rs bn) 7.6 5.2 9.3 45.9 (18.0)
EBITDA Margin (%) 16.9% 13.8% 18.6% 310 bps (166) bps
Adj. PAT (Rs bn) 3.5 1.9 5.8 86.7 (39.0)
EPS (Rs/share) 98.1 52.6 160.8 86.7 (39.0)
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Ambuja Cement (Standalone) 2QFY24E 2QFY23 1QFY24 YoY (%) QoQ (%)
Volumes (mt) 7.9 7.1 9.1 11.3 (13.2)
Net Sales (Rs bn) 412 36.8 47.3 12.0 (13.0)
EBITDA (Rs bn) 8.0 3.1 9.5 162.4 (15.5)
EBITDA Margin (%) 19.5% 8.3% 20.1% 1,118 bps (58) bps
Adj. PAT (Rs bn) 44 1.5 6.4 182.2 (32.0)
EPS (Rs/share) 2.2 0.8 3.2 182.2 (32.0)
ACC (Standalone) 2QFY24E 2QFY23 1QFY24 YoY (%) QoQ (%)
Volumes (mt) 7.9 6.9 9.4 14.7 (16.4)
Net Sales (Rs bn) 43.9 39.9 52.0 10.2 (15.5)
EBITDA (Rs bn) 5.2 0.2 7.7 3,285.2 (32.2)
EBITDA Margin (%) 11.9% 0.4% 14.8% 1,149 bps (293) bps
Adj. PAT (Rs bn) 2.8 0.7 4.6 (471.5) (39.6)
EPS (Rs/share) 14.8 -4.0 24.5 (471.5) (39.6)
Dalmia Bharat (Consolidated) 2QFY24E 2QFY23 1QFY24 YoY (%) QoQ (%)
Volumes (mt) 6.4 5.8 7.0 10.3 (8.2)
Net Sales (Rs bn) 33.7 29.7 36.2 13.3 (7.0)
EBITDA (Rs bn) 5.8 3.8 6.1 52.8 (5.5)
EBITDA Margin (%) 17.1% 12.7% 16.9% 442 bps 26 bps
Adj. PAT (Rs bn) 1.2 1.9 1.4 (38.6) (17.6)
EPS (Rs/share) 6.2 10.0 7.5 (38.6) (17.6)
JK Cement (Standalone) 2QFY24E 2QFY23 1QFY24 YoY (%) QoQ (%)
Volumes (mt) 4.0 3.6 3.7 10.1 8.6
Net Sales (Rs bn) 23.2 21.4 26.2 8.2 (11.7)
EBITDA (Rs bn) 3.6 3.0 4.0 22.7 (9.4)
EBITDA Margin (%) 15.7% 13.9% 15.3% 186 bps 40 bps
Adj. PAT (Rs bn) 1.3 1.2 1.3 1.9 1.0
EPS (Rs/share) 16.5 16.2 16.3 1.9 1.0
Ramco Cements (Standalone) 2QFY24E 2QFY23 1QFY24 YoY (%) QoQ (%)
Volumes (mt) 3.6 33 4.3 8.0 (16.9)
Net Sales (Rs bn) 18.5 17.8 22.4 3.9 (17.2)
EBITDA (Rs bn) 2.7 1.8 3.4 455 (21.4)
EBITDA Margin (%) 14.4% 10.3% 15.2% 412 bps (75) bps
Adj. PAT (Rs bn) 0.2 0.1 0.8 111.9 (69.6)
EPS (Rs/share) 8.1 3.8 22.6 111.9 (64.4)

Source: Company, Systematix Institutional Research
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Exhibit 4: ~12.8% YoY avg. volume growth for our cement coverage Exhibit 5: Avg. volume degrowth of ~10.7% QoQ
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Exhibit 6: Coverage NSR remained flattish with 0.5% YoY growth Exhibit 7: Coverage NSR to fall 0.6% QoQ
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Exhibit 8: Avg. EBITDA/tn estimated at Rs 932 in 2QFY24E Exhibit 9: Avg EBITDA margin at 16.5% in 2QFY24E
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H EBITDA/ton @ QoQ (RHS) = Sector revenue  e=@==YoY growth (RHS

Exhibit 10: EBITDA/tn to decline by 4.4% QoQ Exhibit 11: Coverage volumes to increase due to healthy demand
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Exhibit 12: Coverage EBITDA to rise sharply led by lower P&F Exhibit 13: Coverage PAT to double YoY
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