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Cement H2FY25E government spend surge to drive cement sector growth

Revenue EBITDA Adj. PAT

Company name Rating T;ri%gt Upside CAGR CAGR CAGR E\S/IIE;B)IIZ?S
FY24-FY26E | FY24-FY26E FY24-FY26E

ACC 2,234 BUY 2,790 24.9% 7.8% 13.1% 7.9% 13.0

The Ramco Cements 1,035 ACCUMULATE 985 TA 5.1% 11.8% 29.6% 14.5

Shree Cement 26,784 ACCUMULATE 25,635 TA 8.0% 22.2% 19.4% 16.5

UltraTech Cement 11,649 ACCUMULATE 12,063 3.6% 9.5% 16.4% 18.4% 20.5

Source: Deven Choksey Research, Closing as of 02" December 2024.

SECTOR OVERVIEW
View and Valuation:

» Cement prices continued to decline in Q2FY25, extending the downtrend observed over the past few quarters. The sequential
drop in prices can be attributed to several factors, including prolonged monsoons, ongoing sector consolidation, and the
traditionally weak seasonality of the quarter. Despite cement prices remaining at multi-quarter lows, demand remained
subdued, with flat YoY growth across our coverage universe. This stagnation is largely due to delays in infrastructure sector
fund allocations, the lingering impact of the general election, and the seasonal effects of the monsoon quarter, which typically
dampen activity.

» Management commentaries suggest that cement prices have stabilized in the current quarter compared to Q2FY25, with
expectations for a gradual recovery in both demand and pricing in H2FY25E.

» The medium-term outlook for the sector remains positive, supported by upcoming infrastructure projects, higher capital
expenditure, and sustained growth in real estate and housing demand. Key drivers in the medium term include a) capacity
expansions, b) improvements in realization, and c) margin enhancement through ongoing cost-optimization initiatives.

» In the medium term, we project volume growth underpinned by aggressive capacity expansions, alongside margin tailwinds
from increased green power utilization. Furthermore, we expect cement realizations to strengthen across pan-India markets in
the medium-to-long term, supported by disciplined pricing behavior stemming from ongoing industry consolidation.

» India’s fiscal deficit for the first seven months of FY25 has reached INR 7.51 Tn., or 46.5% of the full-year budget estimate, a
slight increase from 45.0% in the same period last year. While capital expenditure for the first seven months stands at 42.0% of
the budgeted INR 11.11 Tn., the government faces a challenge in spending the remaining 58.0% over the next five months.
However, positive fiscal momentum was observed in October 2024, with a 31.7% year-on-year surge in expenditure growth,
reversing a negative growth of -0.4% during H1FY25.

» Given the fiscal acceleration in October and the government's prioritization of infrastructure investments, there is potential for
an uptick in capital expenditure. If this trend continues, it could help meet the capex target, creating a conducive environment
for cement companies. The cement sector, which typically benefits from increased infrastructure spending, could see
heightened demand as the government ramps up its capex, particularly in road construction and housing projects.

» With India's GDP growth for Q2FY25 moderating to 5.4%, government-driven infrastructure spending will be crucial to
sustaining growth. For cement companies, this may translate to increased volume growth and improved pricing power in the
medium term, as government spending continues to flow into infrastructure projects.

Updates from our coverage universe:
The Ramco Cements Ltd (TRCL)

Ramco Cements presents a compelling investment thesis, underpinned by its disciplined and strategic capacity expansion plan
targeting 30.0 MTPA by FY26E, achieved through minimal capital expenditure. The company’s expansion of green power capacity
is expected to significantly reduce power and fuel costs, contributing to enhanced margins and operational efficiency. Additionally,
TRCL’s proactive approach to asset monetization has resulted in INR 3,760 Mn in realized proceeds to date, strengthening its
balance sheet and enabling further debt reduction and capex funding. Ramco's ongoing focus on cost optimization, coupled with
its robust growth strategy, adds further confidence to the investment thesis.

We retain our FY26E EBITDA of INR 19,555 Mn and our multiple of 14.5x FY26E EV/EBITDA driven by confidence in the
company’s ability to successfully execute its expansion plans, which are expected to be completed by FY26E. This
optimism is further supported by an anticipated pick-up in demand, driven by increased government spending in
H2FY25E, which is likely to boost demand and volumes in the cement sector. These factors combined with the
company's focus on monetizing non-core assets to reduce debt, enhance our confidence in its resilience despite
sectoral challenges. Accordingly, we maintain our target price of INR 985 and retain our “ACCUMULATE” rating on the
shares of Ramco Cements Ltd.
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Shree Cement Ltd (SRCM)

Shree Cement Ltd. is executing a robust capacity expansion strategy, targeting 71.8 MTPA by Q1FY26E, with key projects in
Jaitaran, Kodla, Baloda Bazar, and Etah on track for timely commissioning. This expansion will be pivotal in driving both volume
and earnings growth. The company’s longer-term target of surpassing 80.0 MTPA by FY28E, coupled with its plan to scale its
Ready-Mix Concrete (RMC) network to 100 plants over the next 3-5 years, positions it for continued growth in a competitive
market.

In parallel with its expansion, Shree Cement is also prioritizing cost-efficiency initiatives, particularly through its focus on
increasing its green energy share. This strategy is expected to enhance EBITDA margins and contribute to sustainable
profitability, reinforcing the company’s strong operational and financial trajectory. We maintain our FY26E EBITDA of INR
53,951 Mn and retain our FY26E EV/EBITDA multiple of 16.5x, underscoring our confidence in the company’s expansion
plan to reach its 80OMTPA target by FY28E, which remains on schedule supported by the optimism of improving macro
conditions. Accordingly, we retain our “ACCUMULATE” rating and maintain our target price of INR 25,635.

ACC Ltd (ACC)

ACC is expanding capacity with two new units—Sindri (1.6 MTPA) by Q4FY25E and Salai Banwa (2.4 MTPA) by Q1FY26E—
increasing total capacity from 38.6 MTPA to 42.6 MTPA by Q1FY26E. ACC remains debt-free, with net cash of INR 14,974 Mn,
supporting its growth trajectory. Adani Group’s acquisition of a 46.8% stake in Orient Cement and its earlier acquisition of Penna
Cement (Q1FY25) strengthens its footprint in southern India’s cement market. These moves are expected to deliver synergistic
benefits for ACC Ltd, enhancing operational efficiencies and boosting profitability. Margin improvement initiatives—expanded
WHRS capacity, increased linkage/captive coal usage, and higher reliance on alternative fuels—are likely to support cost
optimization.

We maintain our FY26E EBITDA of INR 39,130 Mn and an EV/EBITDA multiple of 13.0x, reflecting our confidence in the
ACC'’s ability to capitalize on synergy benefits, cost savings, and the strategic acquisition by the parent company that
will drive ACC’s volume and enhance profitability. Accordingly, we retain our target price of INR 2,790 per share and our
“BUY” rating on the shares of ACC Ltd.

UltraTech Cement Ltd (UTCEM)

As of H1FY25, UTCEM'’s capacity reached 156.1 MTPA, including 1.2 MTPA commissioned in October 2024. The company
plans to add 6.3 MTPA in H2FY25E, followed by 11.8 MTPA in FY26E and 14.7 MTPA in FY27E, targeting 188.9 MTPA by
FY27E. Pending regulatory approvals for acquisitions of Kesoram Industries (10.75 MTPA) and India Cements (14.45 MTPA)
could further elevate consolidated capacity to 214.1 MTPA, strengthening its market position. UltraTech Cement is making
significant strides in operational efficiency and sustainability. WHRS capacity has grown from 278 MW in FY24 to 308 MW, with a
target of 450 MW by FY27E, while renewable energy capacity increased from 612 MW to 681 MW, aiming for 1.8 GW by FY27E.
Additionally, lead distance is projected to decline to ~360 km by FY27E, driving a reduction in operating costs by INR 300/Ton,
supported by savings from green power, alternative fuels, blended cement, logistics, and operational efficiencies.

We maintain an EBITDA of INR 175,623 Mn for FY26E and apply an EV/EBITDA multiple of 20.5x, driven by robust
expansion plans expected to stimulate volume growth. This, combined with cost-cutting initiatives focusing on an
improved green power mix, increased use of Waste Heat Recovery Systems (WHRS), and higher adoption of alternative
fuel sources, is likely to support margin growth in the coming years. Consequently, we maintain our target price of INR
12,063 and an "ACCUMULATE" rating on UltraTech Cement Ltd. shares.
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1-Year Forward EV/EBITDA charts
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Share Price charts
SRCM Price Chart TRCL Price Chart
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ANALYST CERTIFICATION:

I, Karan Kamdar (CA), Research Analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect my views about the subject issuer(s) or securities. |
also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report.

Terms & Conditions and other disclosures:

DRChoksey FinServ Private Limited (hereinafter referred to as DCFPL) is a registered member of SEBI as a Research Entity vides Registration No. INH000011246 under SEBI (Research Analyst) Regulations, 2014,Portfolio
Managers Entity vides Registration No. INPO00007906 under SEBI (PORTFOLIO MANAGERS) Regulations, 2020 & Investment Adviser Entity vides Registration No. INAO00017903 under SEBI (INVESTMENT ADVISERS)
REGULATIONS, 2013.

The information and opinions in this report have been prepared by DCFPL and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of DCFPL. While we would
endeavor to update the information herein on a reasonable basis, DCFPL is not under any obligation to update the information. Also, there may be regulatory, compliance or other reasons that may prevent DCFPL from doing so.
Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or DCFPL policies, in circumstances where DCFPL might be
acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information
herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the
customers simultaneously, not all customers may receive this report at the same time. DCFPL will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal,
accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all
investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason.
DCFPL accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure
Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject
to change without notice. Our employees in sales and marketing team, dealers and other professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions
expressed herein, in reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

We submit that no material disciplinary action has been taken on DCFPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities.
DCFPL prohibits its associate, analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analyst covers.

DCFPL or its associates (Group Companies) collectively or its research analyst, or relatives do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately preceding the date of
publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research analyst.

Itis confirmed that, I, Karan Kamdar Research Analyst of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months. Compensation of our Research Analysts is
not based on any specific brokerage service transactions.

DCFPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

DCFPL or its associates (Group Companies) collectively or its research analyst, or relatives might have received any commission/compensation from the companies mentioned in the report during the period preceding twelve
months from the date of this report for services in respect of brokerage services or specific transaction or for products and services other than brokerage services.

DCFPL or its associates (Group Companies) collectively or its research analyst, or relatives might have received any commission/compensation from the companies mentioned in the report during the period preceding twelve
months from the date of this report other than investment banking or merchant banking or brokerage services from the subject company

DCFPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report. DCFPL or its analysts did not receive any
compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither DCFPL nor Research Analysts his associate or his relative,
have any material conflict of interest at the time of publication of this report.

Itis confirmed that, Karan Kamdar, Research Analyst do not serve as an officer, director or employee of the companies mentioned in the report.

DCFPL or its associates (Group Companies) or its research analyst has may been engaged in market making activity for the subject company.

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 DCFPL and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all
jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform them of and to observe such restriction.

The securities quoted are for illustration only and are not recommendatory

Please send your feedback to research.retail@devenchoksey.com Dlgltally Signed by
DRChoksey FinServ Private Limited KA RAN SA NJAY KARAN SANJAY KAMDAR

Date: 2024.12.03 13:15:22
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