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Penna deal is value accretive for Ambuja Cement   
 

 

Est Change Upgrade 

TP Change Upgrade 

Rating Change Maintain 

 
Company Data and Valuation Summary 

Reuters:  ABUJ.BO 

Bloomberg:  ACEM IN Equity 

Mkt Cap (Rsbn/US$bn):  1,636.7 / 19.6 

52 Wk H / L (Rs):  680 / 404 

ADTV-3M (mn) (Rs/US$):  2,336.7 / 28.0 

Stock performance (%) 1M/6M/1yr: 13.0 / 30.5 / 44.8 

Nifty 50 performance (%) 1M/6M/1yr: 5.9 / 6.4 / 24.8 

 
Shareholding  2QFY24 3QFY24 4QFY24 

Promoters 63.2 63.2 66.7 

DIIs 15.5 15.8 14.5 

FIIs 11.7 11.9 11.1 

Others 9.6 9.1 7.7 

Pro pledge 0.0 0.0 0.0 

 

Financial and Valuation Summary 

Particulars (Rsmn) FY23* FY24 FY25E FY26E 

Net Sales 3,89,370 3,31,596 4,21,160 6,25,995 

Growth YoY% 34.4 (14.8) 27.0 48.6 

EBITDA 51,224 63,995 1,09,135 1,61,442 

EBITDA margin % 13.2 19.3 25.9 25.8 

Adj PAT 29,964 45,036 72,624 1,07,952 

Growth YoY% (18.8) 50.3 61.3 48.6 

Adj EPS 15.2 20.5 36.5 54.3 

RoE 6.8 11.1 16.1 20.4 

EV/EBITDA 21.7 22.5 11.9 7.8 

EV/mt ($) 205.9 228.4 162.3 118.9 

P/E(x) 43.7 32.5 18.2 12.2 

Note : 

Company use to follow Calendar Year till 2021. 

 FY23 includes 15 Months period from 4Q22 to 4Q23. 

Source: Bloomberg, Company, Nirmal Bang Institutional 

Equities Research 

 

 

 

 

Please refer to the disclaimer towards the end of the 

document. 

Key Points 

 Ambuja Cements has entered into a binding agreement to acquire a 100% 

stake in Penna Cement Industries Ltd (PCIL) for an enterprise value of 

Rs104.2bn.  

 The acquisition will take the total production capacity of Adani’s cement 

business to 89MTPA as of June’24. 

 Huge cost Ssavings to improve EBITDA/T by Rs300-400/T: Adani group 

would require an additional capex of Rs1–2.5bn to run the plant at full 

capacity. The railway sidings (90% of the plants are supported by railway 

sidings) will reduce the logistics costs by one-third. The captive power plants 

and waste heat recovery systems will bring in additional savings of 15-20%. 

Currently, the plant is running at negative EBITDA.  

 1BnT of high-quality reserves: PCIL's sufficient limestone reserves of 1,022 

Mn T will allow the Adani group to increase cement capacity through 

debottlenecking and additional investment.  

 The break-up of reserves at various locations:  

o 250 Mn t Tadipatri 

o 187 Mn t Ganeshpahad 

o 585 Mn t Boyireddypalli 

 According to NBIE research, the acquisition cost based on EV/T is US$73/T 

for 17MTPA, which includes 10MTPA of operational and 7MTPA non-

operational capacities at Krishnapatnam (2MTPA) and Jodhpur (2MTPA). 

Besides the surplus clinker at the Jodhpur plant, which will support an 

additional 3MTPA cement grinding capacity. This valuation does not factor 

the limestoe reserves acquired. The deal is ~25% cheaper when relatively 

compared to greenfield project cost @USD100/T as per NBIE estimates. 

 We maintain a BUY rating on Ambuja Cements, valuing the stock at 12x 

March'26E EV/EBITDA with a TP of Rs1,010. 

About Penna Cement: Penna Cement, one of India's largest privately held 

cement companies, boasts of an installed cement capacity of 10MTPA. 

Established in 1991, PCIL operates directly and through its subsidiaries in India 

and Sri Lanka. PCIL's total cement capacity is 14MTPA, with 10MTPA operational 

and 4MTPA under construction at Krishnapatnam (2MTPA) and Jodhpur 

(2MTPA), expected to be completed within 6-12 months. Around 90% of the 

cement capacity has railway sidings while some facilities are also supported by 

captive power plants & waste heat recovery systems. Additionally, surplus clinker 

at the Jodhpur plant will support an extra 3MTPA cement grinding capacity, 

bringing the total potential capacity to 17MTPA. As per NBIE research, the 

company recorded a volume of 2.5MTPA and realization of Rs250-260/bag with 

~25% CU. The consolidated turnover of PCIL has consistently declined by ~37% 

between FY22 and FY24. The turnover stood at Rs12.4bn/Rs20.0bn/Rs 32.0bn 

in FY24/FY23/FY22. 
 

CMP: Rs665 | Target Price (TP): Rs1,010 | Upside: 52% June 14, 2024 
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Ambuja – Penna deal - Ambuja Cements has signed a binding agreement to acquire PCIL at an 

enterprise value of Rs 104.2bn. Penna has a total debt of Rs24bn. Ambuja Cements will acquire 

100% of PCIL's shares from its existing promoter group, Mr. P. Pratap Reddy & family. The 

acquisition will be fully funded through internal accruals and is valued at USD73/T (@17MTPA 

capacity, including Jodhpur additional capacity). The completion of this deal is subject to 

necessary government and regulatory approvals. 

EBITDA/T to improve by ~Rs300-400/T: We believe that the acquisition of PCIL is a highly 

positive and value-accretive deal for Ambuja Cements. This acquisition positions the company to 

expand its market presence in Southern India and reinforces its status as a pan-India leader in 

the cement industry. PCIL’s strategic locations and substantial limestone reserves of 1,022Mnt 

(250Mnt at Tadipatri, 87Mnt at Ganeshpahad and 585Mnt at Boyireddypalli) offer significant 

opportunities for increasing cement capacity through debottlenecking and additional investment. 

Around 90% of PCIL's cement capacity is supported by railway sidings and its proximity to various 

Ambuja Cements integrated units will significantly reduce logistics costs by 1/3rd (delivered cost 

of cement and clinker). As per NBIE research, the lead distance is expected to reduce by ~5-

7kms. Furthermore, this acquisition will bolster Adani Cement’s sea transportation logistics 

through its five bulk cement terminals (BCT) located at Kolkata, Gopalpur, Karaikal, Kochi and 

Colombo, enhancing services to peninsular India. The BCT network will also provide access to 

Eastern and Southern peninsular India besides an entry into Sri Lanka via sea routes. 

 

Exhibit 1: Penna Cement plant-wise capacity 

Penna - Plants Clinker (MTPA) Cement (MTPA) CPP/WHRS Railway Siding 

Talariceruvu, AP 1.3 1.8  No 

Boyareddypalli,AP 3.5 2.0 WHRS-25 MW Yes 

Ganeshpahad,TG 1.0 1.2 
CPP - 77MW 

&WHRS -7 MW 
Yes 

Tandur, TG 1.5 2.0  Yes 

Krishnapatnam,AP - 2.0  Yes 

Patas,MH - 1.0  Yes 

Operational Capacity 7.3 10.0   

Jodhpur, RJ* 3.0 2.0  Yes 

Krishnapatnam,AP  2.0  Yes 

Under construction capacity 3.0 4.0   

Total Capacity 10.3 14.0   

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 2: Roadmap to 140MTPA capacity by FY28 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Company, Nirmal Bang Institutional Equities Research 
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Exhibit 3: Ambuja Cements’ footprint post Penna Cement’s acquisition 

 

Source: Company, Nirmal Bang Institutional Equities Research 
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Exhibit 4: Change in estimates 

Particulars FY25E FY26E 

(Rs mn) Old New Change (%) Old New Change (%) 

Revenue 4,37,835 4,21,160 (3.8) 5,86,349 6,25,995 6.8 

EBITDA 1,13,406 1,09,135 (3.8) 1,51,206 1,61,442 6.8 

PAT 76,313 72,624 (4.8) 1,01,257 1,07,952 6.6 

EPS 38.4 36.5 (4.8) 50.9 54.3 6.6 

Source: Nirmal Bang Institutional Equities Research 

Exhibit 5: Valuation summary 

Particulars (Rs mn) 

March’26E EBITDA 1,61,442 

Target multiple (x) 12x 

Enterprise value 19,37,303 

Less: Net debt (67,576) 

Equity value 20,04,879 

No of shares (mn) 1,986 

Value per share (Rs) 1,010 

CMP (Rs ) 665 

Upside / (downside) % 52% 

Source: Company, Nirmal Bang Institutional Equities Research 

 

Exhibit 6: Rolling valuation charts  

  

Source: Company, Nirmal Bang Institutional Equities Research Source: Company, Nirmal Bang Institutional Equities Research 

 

 2.0

 7.0

 12.0

 17.0

J
u
n

-1
7

O
c
t-

1
7

F
e

b
-1

8

J
u
n

-1
8

O
c
t-

1
8

F
e

b
-1

9

J
u
n

-1
9

O
c
t-

1
9

F
e

b
-2

0

J
u
n

-2
0

O
c
t-

2
0

F
e

b
-2

1

J
u
n

-2
1

O
c
t-

2
1

F
e

b
-2

2

J
u
n

-2
2

O
c
t-

2
2

F
e

b
-2

3

J
u
n

-2
3

O
c
t-

2
3

F
e

b
-2

4

J
u
n

-2
4

Fwd EV/EBITDA 10 Yr Average 5 Yr Average

+1 Std Dev -1 Std Dev

 3,000

 4,000

 5,000

 6,000

 7,000

 8,000

 9,000

 10,000

 11,000

 12,000

J
u
n

-1
7

O
c
t-

1
7

F
e

b
-1

8

J
u
n

-1
8

O
c
t-

1
8

F
e

b
-1

9

J
u
n

-1
9

O
c
t-

1
9

F
e

b
-2

0

J
u
n

-2
0

O
c
t-

2
0

F
e

b
-2

1

J
u
n

-2
1

O
c
t-

2
1

F
e
b
-2

2

J
u
n

-2
2

O
c
t-

2
2

F
e

b
-2

3

J
u
n

-2
3

O
c
t-

2
3

F
e

b
-2

4

J
u
n

-2
4

Fwd EV/mt 10 Yr Average 5 Yr Average

+1 Std Dev -1 Std Dev



  

 

 

Institutional Equities

Ambuja Cements (ACEM) 
5 

Financial statement 

Exhibit 7: Income statement 

YE March, Rs mn CY21 FY23* FY24 FY25E FY26E 

Net Sales 2,89,655 3,89,370 3,31,596 4,21,160 6,25,995 

Raw Material Consumed 29,177 50,640 49,228 31,037 45,256 

Power & Fuel Cost 67,875 1,17,619 81,093 1,22,401 1,86,757 

Employee Cost 15,292 18,565 13,528 16,866 23,037 

Freight and Forwarding 71,329 95,237 80,006 92,160 1,34,979 

Other expenses 43,878 56,085 43,746 49,560 74,524 

Total Expenditure 2,27,551 3,38,147 2,67,601 3,12,025 4,64,553 

Operating profit 62,104 51,224 63,995 1,09,135 1,61,442 

Operating profit margin (%) 21% 13% 19.3% 25.9% 26% 

Other Income 3,524 7,377 11,664 12,178 12,690 

Interest 1,457 1,949 2,764 3,151 3,204 

Depreciation 11,525 16,447 16,234 21,175 26,761 

PBT 52,647 40,205 56,662 96,987 1,44,167 

Exceptional items (1,205) (3,190) - - - 

PBT post exc items 51,442 37,015 56,662 96,987 1,44,167 

Tax 14,534 7,051 11,626 24,363 36,215 

Tax rate (%) 28% 19% 21% 25% 25% 

PAT 36,908 29,964 45,036 72,624 1,07,952 

EPS (Rs) 18.7 15.2 20.5 36.5 54.3 

Source: Company, Nirmal Bang Institutional Equities Research  

 

Exhibit 8: Balance Sheet 

YE March, Rs mn CY21 FY23* FY24 FY25E FY26E 

Equity Capital 3,971 3,971 4,395 4,395 4,395 

Reserves and Surplus 3,21,016 3,83,594 4,16,116 4,76,225 5,71,663 

Networth 3,24,988 3,87,566 4,20,511 4,80,621 5,76,059 

Total Debt 469 477 435 435 436 

Deferred tax liability 7,562 7,004 7,004 7,004 7,004 

Other non current liabilities 6,809 7,167 3,145 3,313 3,500 

Trade Payables 29,128 27,739 28,850 33,059 45,804 

Other Current Liabilities 83,089 87,263 68,223 74,186 85,631 

Total Current Liabilities 1,12,252 1,15,137 97,074 1,07,246 1,31,435 

Total liabilities 4,52,046 5,17,215 5,28,169 5,98,618 7,18,434 

Net Block 2,17,557 2,30,542 3,16,301 3,94,405 4,58,011 

CWIP 21,677 25,259 26,585 6,000 6,001 

Investment 1,705 1,861 1,624 1,624 526 

Other non current assets 35,944 62,087 50,479 53,099 57,039 

Inventories 27,380 32,728 34,268 34,991 35,728 

Sundry Debtors 6,191 11,544 11,774 12,010 12,250 

Cash and Bank 1,16,930 28,701 18,879 22,580 68,012 

Other current assets 19,683 1,18,612 60,675 66,326 73,284 

Total Current Assets 1,70,184 1,91,585 1,25,596 1,35,906 1,89,275 

Total Assets 4,52,046 5,17,215 5,28,169 5,98,618 7,18,434 

Source: Company, Nirmal Bang Institutional Equities Research 

Note : 

Company use to follow Calendar Year till 2021. 

 FY23 includes 15 Months period from 4Q22 to 4Q23. 

 

Exhibit 9: Cash flow statement 

YE March, Rs mn CY21 FY23* FY24 FY25E FY26E 

Profit before tax 51,645 37,295 56,662 96,987 1,44,167 

Add : Depreciation 11,525 16,447 16,234 21,175 26,761 

Add: Interest Exp 1,457 1,949 2,764 3,151 3,204 

Cash flow from ops before 
WC changes 

64,626 55,691 75,659 1,21,313 1,74,132 

Net change in Working capital 5,062 (1,06,858) 38,238 3,563 16,253 

Tax paid (14,534) (7,051) (11,626) (24,363) (36,215) 

Net cash from operations 55,154 (58,218) 1,02,271 1,00,513 1,54,171 

      

Capital expenditure (26,660) (33,916) (1,05,020) (78,695) (90,367) 

Sale of investments (308) (155) 512 - 1,098 

Net cash from investing (24,239) (60,202) (93,177) (81,314) (93,209) 

      

Issue of shares 8,041 (867) 424 - - 

Increase in debt 33 8 (42) - 1 

Dividends paid incl. tax (2,021) (12,514) (12,514) (12,514) (12,514) 

Interest paid (1,457) (1,949) (2,764) (3,151) (3,204) 

Net cash from financing (3,342) 30,192 (18,917) (15,498) (15,530) 

Net Cash 27,574 (88,228) (9,823) 3,701 45,432 

Opening Cash 89,356 1,16,930 28,701 18,879 22,580 

Closing Cash 1,16,930 28,701 18,879 22,580 68,012 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 10: Key ratios 

YE March CY21 FY23* FY24 FY25E FY26E 

Growth (%)      

Sales 18.1 7.5 (14.8) 27.0 48.6 

Operating Profits 24.3 (34.0) 24.9 70.5 47.9 

Net Profits 5.0 (34.8) 48.9 61.3 48.6 

Leverage (x)      

Net Debt:Equity (0.36) (0.07) (0.04) (0.05) (0.12) 

Interest Cover(x) 42.64 26.28 23.16 34.63 50.39 

Total Debt/EBITDA 0.01 0.01 0.01 0.00 0.00 

Profitability (%)      

OPM 21.4 13.2 19.3 25.9 25.8 

NPM 12.7 7.7 13.6 17.2 17.2 

ROE 12.0 6.8 11.1 16.1 20.4 

ROCE 19.9 12.2 17.5 25.6 31.7 

Turnover ratios (x)      

GFAT 1.1 1.3 0.9 0.9 1.1 

Debtors Turnover(x) 49 44 28 35 52 

WC days 3 10 19 14 5 

Valuation (x)      

P/E 35.6 43.7 32.5 18.2 12.2 

P/B 4.1 3.4 3.5 2.8 2.3 

EV/EBIDTA 16.5 21.7 22.5 11.9 7.8 

EV/mt ($) 207.0 205.9 228.4 162.3 118.9 

Source: Company, Nirmal Bang Institutional Equities Research  
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Rating track  
 

Date Rating Market price (Rs) Target price (Rs) 

3 March 2020 Accumulate 205 223 
13 April 2020 Accumulate 159 158 

28April 2020 Accumulate 172 173 

17 July 2020 Sell 193 173 

27 July 2020 Accumulate 201 223 

23 September 2020 BUY 207 239 

16 October 2020 BUY 243 239 

23 October 2020 Accumulate 254 265 

22 February 2021 Accumulate 275 276 

8 April 2021 Sell 310 276 

29 April 2021 Sell 314 289 

25 June 2021 Sell 347 290 

25 July 2021 Sell 403 325 

26 September 2021 Sell 410 354 

27 October 2021 Sell 380 354 

21 February 2022 Accumulate 339 355 

23 February 2022 Accumulate 335 367 

29April 2022 Accumulate 383 365 

13 June 2022 Sell 366 324 

20 July 2022 Sell 371 315 

20 September 2022 Under Review 656 - 

25 October 2022 Under Review 513 - 

12 January 2023 BUY 508 612 

8 February 2023 BUY 374 477 

22 March 2023 BUY 369 496 

3 August2023 BUY 461 548 

1 November 2023 BUY 407 602 

1 February 2024 BUY 560 915 

2 May 2024 BUY 626 973 

14 June 2024 BUY 665 1,010 

  

Rating track graph 
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DISCLOSURES 

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private 
circulation. NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having 
Registration no. INH000001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India 
Limited and BSE Limited in cash and derivatives segments.  

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore 
may, at times, have different or contrary views on stocks and markets. 

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for 
accessing / dealing in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial 
interest in the subject company. NBEPL or its associates or Analyst do not have any conflict or material conflict 
of interest at the time of publication of the research report with the subject company. NBEPL or its associates or 
Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject company at the end of the 
month immediately preceding the date of publication of this research report. 

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering 
of securities of the company covered by Analyst during the past twelve months. NBEPL or its associates have 
not received any compensation or other benefits from the company covered by Analyst or third party in 
connection with the research report. Analyst has not served as an officer, director or employee of Subject 
Company and NBEPL / analyst has not been engaged in market making activity of the subject company. 

Analyst Certification: I, Jyoti Gupta, research analyst the author of this report, hereby certify that the views 
expressed in this research report accurately reflects my personal views about the subject securities, issuers, 
products, sectors or industries. It is also certified that no part of the compensation of the analyst was, is, or will 
be directly or indirectly related to the inclusion of specific recommendations or views in this research.  The analyst 
is principally responsible for the preparation of this research report and has taken reasonable care to achieve 
and maintain independence and objectivity in making any recommendations.  
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Disclaimer 

Stock Ratings Absolute Returns 

BUY  > 15% 

ACCUMULATE  -5% to15% 

SELL  < -5% 

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL 
is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage 
in or refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation 
and particular needs of the reader.  

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or 
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any 
way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients 
as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in 
a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject 
NBEPL & its group companies to registration or licensing requirements within such jurisdictions. 

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is 
accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it . 
NBEPL or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent 
error in the information contained in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of 
any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, 
and non-infringement. The recipients of this report should rely on their own investigations.  

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications 
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its 
clients, and would be happy to provide information in response to specific client queries.  

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether 
the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. 
The price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional 
risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect 
the value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of 
NBEPL accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication 
in relation to this research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages 
whether direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the 
information contained in this report.  

Copyright of this document vests exclusively with NBEPL.  

*“Registration granted by SEBI and certification  from  NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to 
investors." 

Our reports are also available on our website www.nirmalbang.com 

Access all our reports on Bloomberg, Thomson Reuters and Factset. 
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