SECTOR UPDATE

(@ IDBI capital

Cement

Cement prices holding up

Summary

Our interaction with cement dealers across India suggests that average cement
price at an all India level has been flat MoM in Aug-21. Cement price has remained
steady versus our expectation of weakness led by the monsoon. Recall in Q1FY22
average cement price is up 6% QoQ and in Q2FY22 so far all India average cement
prices are flat QoQ.

Cost continues to move northward with imported coal price up 9% MoM in Aug-21
and Q2FY22 (till Aug) imported coal prices are up 34% QoQ. Freight cost index is up
2% MoM in July-21. Cement production in India for the month of June-21 has
increased by 4.3% YoY at 27.6mt. Low base has led to volume growth. In Q1FY22
industry EBITDA/t has increased QoQ led by ASP increase. But due to cost inflation
we expect EBITDA/t to fall QoQ in Q2FY22E.

In the last 1 month, Large and mid cap cement stocks have fallen versus nifty which
is up +5% MoM. Large cap stock trades at 15x FY23E EV/EBITDA. We expect no
major benefit of YoY increase in the market share and EBITDA margin for industry
in FY22. With this cement stocks to be trading bets at different price level. At CMP,
we have HOLD rating for ACC and UTCEM and SELL rating for ACEM and SRCM.

Valuation snapshot

Monthly key variables:

B Cement prices: Our channel check suggests, average cement price at an all India
level is flat MoM in Aug-2021. Region wise, price increase is seen in West/East at
1% MoM but price decline is seen in South/North at 2%. And in Central its flat
MoM. YTDFY22, average cement price is up 3% YoY at an All India level and for
the period region wise East prices is up 6%, South is up 3%, West, North is up 2%
and Central is flat MoM.

B Coal cost: In Aug-21, imported coal price (adj. for currency) is up 9% MoM.
Freight index is up 2% MoM in July 2021. Input cost inflation has been steadily
increasing in cement for fuel and logistics. YTDFY22 so far average coal prices
have increased by 94% YoY and freight index is up 8% YoY in FY22 till date.

B Cement demand: Cement production in India for the month of June-21 has
increased by 4.3% YoY. YTDFY21 volume of industry is up by 45%. Our dealer
interaction suggests, volume for industry has been weak due to monsoon but it’s
inching up steadily.

Companies CMP TP Mkt Cap Revenue (Rs mn) Ebitda (Rs mn) EPS (Rs) BVPS (Rs) PER (x) P/B (x) EV/EBITDA (x) RoE(%) RoCE(%)

(Rs) (Rs) Reco (Rs mn) FY22E FY23E FY22E FY23E FY22E FY23E FY22E FY23E FY22E FY23E FY22E FY23E FY22E FY23E FY23E FY23E
Ultratech Cement 7,593 7,362 HOLD 21,91,649 4,94,939 5,56,932 1,29,244 1,42,939 230.0 266.5 1707 1913 33.0 285 4.4 40 18.0 15.9 14.7 15.4
Shree Cement 26,317 25,618 SELL 9,49,519 1,57,697 1,75,866 44,750 47,811 786.7 844.0 4914 5490 335 31.2 5.4 48 213 195 16.2 17.4
Ambuja Cement* 409 347 SELL 8,12,625 1,43,233 1,58,839 34,484 37,348 119 13.0 110 118 343 316 3.7 35 225 205 11.4 13.9
ACC* 2,355 2,289 HOLD 4,42,286 1,69,726 1,85,156 29,848 33,262 101.4 1153 752 842 232 204 3.1 28 12.7 110 14.5 18.6

Source: IDBI Capital Research; Note:*Dec Y/E for ACC, Ambuja
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A) PRICES / REALIZATION

Exhibit 3: West Region Aug-21, avg. cement price is up
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Exhibit 6: All India Aug-21, avg. cement price is largely

flat MoM
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B) VOLUME

Exhibit 7: All India cement production is up 4% YoY in June-21
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Exhibit 8: All India cement demand and supply matrix, we expect cement volume growth of +10% in FY22E
‘ FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E
Cement Capacity m tonne 216 276 310 328 363 376 402 417 428 468 481 499 513 546 571
Yearly Capacity addition m tonne 18 60 34 18 35 13 26 15 11 40 13 18 14
Capacity addition growth yoy, % 9.1% 27.8% 12.3% 58% 10.7% 3.6% 6.9% 3.7% 2.6% 9.3% 2.8% 3.7% 2.9% 6.3% 4.6%
Cement Demand m tonne 178 203 214 230 243 249 257 269 276 297 334 332 292 321 360
Yearly demand m tonne 14 25 11 16 13 6 8 12 7 21 37 -2 -40 29 39
Demand growth yoy, % 8.5% 14.0% 5.4% 7.5% 5.7% 2.5% 3.2% 4.7% 2.6% 7.6% 12.5% -0.6% -12.0%

Source: IDBI Capital Research. Industry
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C) COSTS

Exhibit 9:Avg. imported coal price in Aug-21 is up 7% Exhibit 10: Adjusted for currency, imported coal price is
MoM (USD/t) up 9% MoM in Aug-21 (Rs/t)
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Exhibit 11: Freight cost Index in July-21 is up 2% MoM and in Q1FY22 it is up 4% QoQ
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D) EBITDA/t

Exhibit 12: Industry EBITDA/t could be lower by 9% in July 21 vs Q1FY22 (Rs/t)
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E) Market Share

Exhibit 13: Market Share by sales volume of top 14 players at 81% as on Q1FY22

Q1FY19 Q2FY19 Q3FY19 Q4FY19 QI1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21 Q4FY21 Q1lFY22

Shree Cement 8% 7% 7% 8% 7% 7% 7% 8% 9% 9% 9% 9% 9%
ACC 9% 8% 9% 8% 9% 8% 9% 8% 9% 9% 10% 9% 9%
Ambuja Cement 8% 7% 7% 7% 7% 7% 8% 7% 8% 8% 9% 8% 8%
Ultratech Cement 21% 23% 25% 27% 24% 23% 24% 24% 28% 28% 29% 29% 28%
Dalmia Bharat 5% 5% 5% 6% 5% 6% 6% 6% 7% 7% 7% 7% 6%
Ramco 3% 3% 3% 4% 3% 4% 3% 3% 4% 3% 3% 4% 3%
Sagar Cements 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%
Heidelberg Cement 2% 1% 2% 1% 1% 1% 1% 1% 2% 2% 2% 1% 2%
Jk lakshmi 3% 3% 3% 3% 3% 3% 3% 3% 4% 3% 3% 3% 3%
Birla Corp. 4% 4% 4% 4% 4% 4% 4% 4% 5% 5% 4% 5% 4%
Orient Cement 2% 2% 2% 2% 2% 2% 2% 2% 2% 1% 2% 2% 2%
Jk Cement 3% 3% 3% 3% 3% 3% 3% 3% 3% 4% 4% 4% 4%
Star Cement 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%
Mangalam Cement 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%
Combined market share of top 14 players 70% 70% 73% 77% 71% 70% 74% 71% 83% 83% 85% 85% 81%

Source: IDBI Capital Research
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F) STOCK PERFORMANCE

Exhibit 14: Stock performance in cement sector
Performance (%) Relative to Index (%)
6M 12M 3 Year 6M 12M 3 Year
ULTRATECH CEMENT 1 20 80 73 90 -5 11 35 31 0
ACC Ltd 0 32 62 40 36 -6 22 17 -2 -54
AMBUJA CEMENT -3 43 75 66 42 -8 33 29 24 -47
SHREE CEMENT -7 -6 18 42 53 -13 -15 -28 -1 -37
DALMIA BHARAT LT -10 33 156 NA NA -15 24 110 NA NA
RAMCO CEMENT -13 0 33 41 70 -18 -10 -12 -2 -20
HEIDELBERGCEMENT -4 12 33 61 85 -9 2 -12 19 -5
BIRLA CORP -7 51 121 66 95 -13 41 76 24 5
STAR CEMENT LTD 1 20 26 2 NA -4 10 -19 -41 NA
JK CEMENTS LTD -1 20 104 292 294 -6 10 59 250 204
JK LAKSHMI CEMEN -1 84 153 109 58 -6 75 108 66 -31
SAGAR CEMENTS 27 114 200 96 131 22 104 154 54 41
PRISM JOHNSON LT -12 16 142 13 13 -17 6 97 -29 -76
MANGALAM CEMENT 8 74 130 89 33 3 64 85 47 -57
DECCAN CEMENTS 0 75 149 75 56 -5 66 103 32 -34
ORIENT CEMENT LT 1 66 114 31 -9 -4 57 68 -11 -99
INDIA CEMENTS -14 2 46 40 28 -19 -8 1 -2 -62
SANGHI INDUS LTD 10 74 133 -18 -14 5 65 87 -61 -104
Nifty 50 5 10 45 42 90 0 0 0 0 0
Source: Bloomberg
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Dealing (91-22) 6836 1111 dealing@idbicapital.com

Key to Ratings Stocks:
BUY: 15%+; HOLD: -5% to 15%; SELL:-5% and below.

IDBI Capital Markets & Securities Ltd.

Equity Research Desk
6th Floor, IDBI Tower, WTC Complex, Cuffe Parade, Colaba, Mumbai — 400 005. Phones: (91-22) 2217 1700; Fax: (91-22) 2215 1787; Email: info@idbicapital.com

SEBI Registration: BSE & NSE (Cash & FO) — INZ000007237, NSDL — IN-DP-NSDL-12-96, Research — INH000002459, CIN — U65990MH1993G0I1075578
Compliance Officer: Christina D’souza; Email: compliance@idbicapital.com; Telephone: (91-22) 2217 1907

Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd. (herein after referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for 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 the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or 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. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or
non-acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

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 IDBI Capital and associates 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 report
may come are required to inform themselves of and to observe such restriction.

E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.
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