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Cement channel check
Healthy demand outlook; short-term pricing pressure may arise

The Competition Commission of India began investigating some cement
companies’ alleged anti-competition behaviour. Some short-term
sentimental impact on stock prices, we believe, is likely. With input prices
rising, however, price hikes cannot be ruled out in the long term.

We ran a channel check to gauge the current demand and pricing milieu.
After firm demand in Oct, Nov was partially hit by the Diwali holidays
and region-specific issues, which dealers said were temporary as infra
activity is improving and higher IHB demand is expected. Prices across
regions declined Rs5-15 a bag except in the South, where prices were
hiked by Rs20-25a bag in the first week of Dec. Pricing pressure in some
regions is likely owing to volumes being pushed by companies which
follow the calendar year. We prefer some of the Central region companies
(Birla Corp, Heidelberg) and Ramco Cements in the South.

CCI investigation may restrict price hikes in the short term. On 9®
Dec’20 the CCI began investigating some cement companies to examine
possible cartelisation, and searched offices. We believe this will restrict
significant price hikes in the industry in the near future. Considering rising
costs in FY22, however, we do not rule out the possibility of price hikes. An
appeal is still pending against a CCI penalty (~Rs63bn) imposed in 2012 on
several cement companies for colluding to under-use plants and create artificial
cement shortages.

North and Central. After good demand here in Sep and Oct, demand in Nov
was hit by the Diwali holidays and continued weak in Dec (the wedding season
and winter). Dealers, however, expect demand to improve from end-Dec.
Demand in Delhi continues to be hit by the high number of Covid-19 cases,
pollution and the ongoing farmer protest. Prices were reduced by Rs5-10 in
the first week of Dec in the North and Central regions.

West and East. Demand here was firm in Oct and Nov. In some cities,
however, demand was hit by labour shortages, post-Diwali, the huge number
of Covid-19 cases and festivals (Chhath Pooja in Bihar). Dealers expect
volumes to rise with some companies which follow the calendar year
(ACC/Ambuja) expected to push volumes. This could keep prices squeezed.
Prices declined by Rs10-15 a bag in the first week of Dec in the West and East
regions.

South. Demand here in Nov was weak. Dealers, however, say demand in
Bengaluru was curtailed by the heavy monsoon and in Hyderabad by the
property-registration issue curbing IHB demand. Also, infra projects are facing
a funding issue (Polaveram/Kaleshwaram). In Hyderabad prices rose by Rs20-
25 a bag in the first week of Dec; whereas in Bengaluru they held at Nov
levels.
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Fig 2 — Cement prices — North

Fig 1 — Cement prices — West
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Fig 4 — Cement prices — Central

Fig 3 — Cement prices — East
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Fig 6 — Cement prices — All-India

Fig 5 — Cement prices — South
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Fig 7 — Cement sector shapshot
EV / tonne ($)

(Rs) FY20  FY21e

EV / EBITDA (x) P/E(x) Capacity (tonnes)

FY21e FY22e FY20 FY21e FY22e FY20 FY21e FY22e

FY22e

ACC 1,629 107 105 102 10.8 12.2 11.6 22.5 27.8 27.4 33.4 33.4 33.4
Ambuja 247 151 172 158 15.2 16.0 13.5 32.1 33.8 29.5 29.7 29.7 31.5
UltraTech 5,003 192 186 178 18.0 19.3 15.5 25.8 44.3 31.7 112.9 114.9 116.1
Shree 23,807 291 251 251 23.4 25.5 20.3 54.7 72.8 48.6 40.4 46.4 46.4
Dalmia Bharat 1,034 115 104 85 10.8 8.9 8.2 89.1 29.8 30.0 27.3 29.5 34.8
JK Lakshmi 347 62 57 50 7.9 7.0 5.8 174 14.2 12.1 11.7 1.7 11.7
Star Cement 94 133 84 86 9.1 10.6 8.4 13.4 19.4 15.0 37 5.7 5.7
Ramco 834 164 158 147 21.4 20.6 14.8 32.7 35.1 22.8 18.8 19.8 20.8
India Cement 149 72 68 68 14.0 9.7 8.8 1.7 27.7 21.2 15.6 15.6 15.6
Birla Corp. 753 86 87 70 7.2 7.5 7.2 11.5 13.5 13.0 15.5 15.5 19.6
JK Cement 1,975 158 153 147 14.9 12.9 114 26.4 23.6 21.3 15.3 16.0 16.0
Orient Cement 78 48 44 39 7.3 5.9 5.1 18.4 12.3 10.0 8.0 8.0 8.0
Heidelberg 207 98 98 92 9.0 9.7 78 17.5 19.4 15.1 6.5 6.5 6.5
Mangalam 223 39 40 36 5.4 5.3 4.3 7.9 8.3 6.8 3.8 3.8 3.8
Deccan 362 30 26 21 6.3 3.0 25 7.7 5.5 5.7 2.3 2.3 2.3
Sanghi Industr. 32 69 51 49 10.6 13.6 8.6 12.2 NA 19.7 4.1 6.1 6.1
NCL Industr. 143 49 50 51 4.1 6.8 6.2 12.7 14.7 12.8 2.7 2.7 2.7
Prism 86 4 78 74 6.5 14.9 10.1 64.5 NA 29.9 7.0 7.0 7.0

Source: Bloomberg, Anand Rathi Research

Fig 8 — Stock performance
Absolute price performance (%) Relative price performance (%) — vs. the Nifty

1-month 3-month 6-month

Dalmia Bharat 13.9 458 83.3 24.8 Dalmia Bharat 7.2 28.1 50.1 11.1
Ramco Cement (0.3) 19.3 35.3 8.4 Ramco Cement (7.1) 1.6 2.0 (5.3)
JK Cement 6.3 373 69.8 725 JK Cement (0.4) 19.5 36.6 58.8
India Cement 242 25.9 12.9 101.9 India Cement 17.5 8.1 (20.3) 88.2
JK Lakshmi 14.6 36.9 40.3 26.7 JK Lakshmi 79 19.2 7.0 13.0
Birla Corp 8.0 244 38.0 21.2 Birla Corp 1.3 6.7 47 7.5
Prism 12.5 62.7 98.7 38.3 Prism 5.8 45.0 65.5 24.6
Orient 17.6 24.9 279 10.0 Orient 10.8 74 (5.4) (37)
Heidelberg 12.4 16.3 19.5 19.2 Heidelberg 5.7 (1.4) (13.7) 5.6
Sagar 0.4 52.9 106.1 425 Sagar (6.3) 35.2 72.9 28.8
Star 10.4 10.0 6.0 9.7 Star 37 (7.8) (27.3) (4.0)
Mangalam 9.7 20.8 24.8 (16.5) Mangalam 3.0 3.1 (8.5) (30.2)
Deccan 741 317 53.2 28.8 Deccan 0.4 14.0 20.0 15.1
Sanghi 7.2 16.8 50.4 (9.7) Sanghi 0.5 (0.9 17.1 (23.4)
NCL 1.6 32.3 1174 727 NCL (5.1) 14.6 84.2 59.0
Not Rated

ACC (1.4) 21.8 28.3 13.9 ACC (8.1) 4.1 (5.0) 0.2
Ambuja (0.5) 16.8 29.6 27.0 Ambuja (7.2) (0.9) (3.7) 13.3
Ultratech 5.4 27.0 31.2 232 Ultratech (13) 9.3 (2.1) 9.5
Shree 43 20.9 10.4 18.3 Shree (2.4) 3.1 (22.9) 46
Kesoram Inds 20.5 18.2 64.8 (5.1) Kesoram Inds 13.8 0.5 31.6 (18.8)
Nifty 6.7 17.7 33.2 13.7 Nifty 0.0 0.0 0.0 0.0

Source: Bloomberg

Anand Rathi Research 3



Appendix

Analyst Certification

The views expressed in this Research Report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research
analyst(s) in this report. The research analysts are bound by stringent internal regulations and also legal and statutory requirements of the Securities and Exchange
Board of India (hereinafter “SEBI”) and the analysts’ compensation are completely delinked from all the other companies and/or entities of Anand Rathi, and have
no bearing whatsoever on any recommendation that they have given in the Research Report.

Anand Rathi Ratings Definitions

Analysts’ ratings and the corresponding expected returns take into account our definitions of Large Caps (>US$1bn) and Mid/Small Caps (<US$1bn) as described
in the Ratings Table below:

Ratings Guide (12 months)

Buy Hold Sell
Large Caps (>US$1bn) >15% 5-15% <5%
Mid/Small Caps (<US$1bn) >25% 5-25% <5%

Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Anand Rathi Share and Stock Brokers Ltd. (hereinafter refer as ARSSBL) (Research Entity) is a subsidiary of Anand Rathi Financial Services Ltd. ARSSBL is a
corporate trading and clearing member of Bombay Stock Exchange Ltd, National Stock Exchange of India Ltd. (NSEIL), Multi Stock Exchange of India Ltd (MCX-
SX) and also depository participant with National Securities Depository Ltd (NSDL) and Central Depository Services Ltd. ARSSBL is engaged in the business of
Stock Broking, Depository Participant and Mutual Fund distributor.

The research analysts, strategists, or research associates principally responsible for the preparation of Anand Rathi research have received compensation based
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues.

General Disclaimer: This Research Report (hereinafter called “Report”) is meant solely for use by the recipient and is not for circulation. This Report does not
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. The
recommendations, if any, made herein are expression of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of
purchase or sale of any security, derivatives or any other security through ARSSBL or its associates nor any solicitation or offering of any investment /trading
opportunity on behalf of the issuer(s) of the respective security (ies) referred to herein. These information / opinions / views are not meant to serve as a
professional investment guide for the readers. No action is solicited based upon the information provided herein. Recipients of this Report should rely on
information/data arising out of their own investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment
decision before executing any trades or making any investments. This Report has been prepared on the basis of publicly available information, internally developed
data and other sources believed by ARSSBL to be reliable. ARSSBL or its directors, employees, affiliates or representatives do not assume any responsibility for,
or warrant the accuracy, completeness, adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the
disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of ARSSBL shall be liable for any direct,
indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions /
views contained in this Report. The price and value of the investments referred to in this Report and the income from them may go down as well as up, and
investors may realize losses on any investments. Past performance is not a guide for future performance. ARSSBL does not provide tax advice to its clients, and all
investors are strongly advised to consult with their tax advisers regarding taxation aspects of any potential investment.

Opinions expressed are our current opinions as of the date appearing on this Research only. We do not undertake to advise you as to any change of our views
expressed in this Report. Research Report may differ between ARSSBL’s RAs and/ or ARSSBL's associate companies on account of differences in research
methodology, personal judgment and difference in time horizons for which recommendations are made. User should keep this risk in mind and not hold ARSSBL,
its employees and associates responsible for any losses, damages of any type whatsoever.




ARSSBL and its associates or employees may; (a) from time to time, have long or short positions in, and buy or sell the investments in/ security of company (ies) mentioned
herein or (b) be engaged in any other transaction involving such investments/ securities of company (ies) discussed herein or act as advisor or lender / borrower to such
company (ies) these and other activities of ARSSBL and its associates or employees may not be construed as potential conflict of interest with respect to any
recommendation and related information and opinions. Without limiting any of the foregoing, in no event shall ARSSBL and its associates or employees or any third party
involved in, or related to computing or compiling the information have any liability for any damages of any kind.

Details of Associates of ARSSBL and Brief History of Disciplinary action by regulatory authorities & its associates are available on our website i.e. www.rathionline.com

Disclaimers in respect of jurisdiction: This report is not directed to, 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 or regulation or which would subject ARSSBL to
any registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by ARSSBL in any jurisdiction (other than India), where any action for
such purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in
compliance with all applicable laws and regulations of such country or jurisdiction. ARSSBL requires such recipient to inform himself about and to observe any restrictions at
his own expense, without any liability to ARSSBL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in India.

Statements on ownership and material conflicts of interest, compensation - ARSSBL and Associates

Answers to the Best of the knowledge and belief of ARSSBL/ its Associates/ Research Analyst who is preparing this report

Research analyst or research entity or his associate or his relative has any financial interest in the subject company and the nature of such financial interest. No
ARSSBLIits Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company, at the end No
of the month immediately preceding the date of publication of the research report?

ARSSBLIits Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject company No
ARSSBLIits Associates/ Research Analyst/ his Relative have any other material conflict of interest at the time of publication of the research report? No
ARSSBLIits Associates/ Research Analyst/ his Relative have received any compensation from the subject company in the past twelve months No
ARSSBLIits Associates/ Research Analyst/ his Relative have managed or co-managed public offering of securities for the subject company in the past twelve No
months

ARSSBLIits Associates/ Research Analyst/ his Relative have received any compensation for investment banking or merchant banking or brokerage services No
from the subject company in the past twelve months

ARSSBLIits Associates/ Research Analyst/ his Relative have received any compensation for products or services other than investment banking or merchant No
banking or brokerage services from the subject company in the past twelve months

ARSSBLIits Associates/ Research Analyst/ his Relative have received any compensation or other benefits from the subject company or third party in connection No
with the research report

ARSSBLIits Associates/ Research Analyst/ his Relative have served as an officer, director or employee of the subject company. No

Other Disclosures pertaining to distribution of research in the United States of America

This research report is a product of ARSSBL, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the
research report is/are resident outside the United States (U.S.) and 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 ARSSBL 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, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with
Major Institutional Investors, ARSSBL has entered into an agreement with a U.S. registered broker-dealer, Cabrera Capital Markets. ("Cabrera”). Transactions in securities
discussed in this research report should be effected through Cabrera or another U.S. registered broker dealer.

1. ARSSBL or its Affiliates may or may not have been beneficial owners of the securities mentioned in this report.
2. ARSSBL or its affiliates may have or not managed or co-managed a public offering of the securities mentioned in the report in the past 12 months.

3. ARSSBL or its affiliates may have or not received compensation for investment banking services from the issuer of these securities in the past 12 months and do not
expect to receive compensation for investment banking services from the issuer of these securities within the next three months.

4. However, one or more of ARSSBL or its Affiliates may, from time to time, have a long or short position in any of the securities mentioned herein and may buy or sell those
securities or options thereon, either on their own account or on behalf of their clients.

5. As of the publication of this report, ARSSBL does not make a market in the subject securities.

6. ARSSBL or its Affiliates may or may not, to the extent permitted by law, act upon or use the above material or the conclusions stated above, or the research or analysis
on which they are based before the material is published to recipients and from time to time, provide investment banking, investment management or other services for or
solicit to seek to obtain investment banking, or other securities business from, any entity referred to in this report.

© 2019. This report is strictly confidential and is being furnished to you solely for your information. All material presented in this report, unless specifically indicated
otherwise, is under copyright to ARSSBL. None of the material, its content, or any copy of such material or content, may be altered in any way, transmitted, copied or
reproduced (in whole or in part) or redistributed in any form to any other party, without the prior express written permission of ARSSBL. All trademarks, service marks and
logos used in this report are trademarks or service marks or registered trademarks or service marks of ARSSBL o its affiliates, unless specifically mentioned otherwise.

Additional information on recommended securities/instruments is available on request.

ARSSBL registered address: Express Zone, A Wing, 9th Floor, Western Express Highway, Diagonally Opposite Oberoi Mall, Malad (E), Mumbai —400097.
Tel No: +91 22 6281 7000 | Fax No: +91 22 4001 3770 | CIN: U67120MH1991PLC064106.




