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India Cement (INDCEM): Faster pace of retracement at lower band 0 ICICI ¢
of triangle, signifies structural turnaround... Research

Duration: 6 Months
Rec. Price 125.00-135.00 Target 165.00 Upside 27%
333 Stock entirely retraced preceding 16 months consolidation in just six » The stock witnessed a strong buying
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Fundamental Outlook

* India Cements possesses a capacity of 15.5 MT with presence majorly in South India followed by West. Its network of 8 integrated plants is spread across Tamil Nadu, Telangana, AP and
Rajasthan along with one grinding unit each in Tamil Nadu and Maharashtra. Its brands ‘Coromandel’ is well accepted in the market with 60% of sales coming from retail channel

» While the company'’s realisations per tonne are healthy, cost inefficiencies (especially on the power costs front) have led to lower EBITDA margins. However we believe, operational efficiency
can move only higher. keeping the downside limited. Its weak return ratios would also see an improvement with higher profitability

» However, valuations on the asset front provide opportunities in India Cements. On an EV/t basis, the company is available below $70 per tonne against replacement cost of $100-$120 per tonne,
implying sufficient room for upside. On an earnings basis, the company is available at an EV/EBITDA multiple of 8x FY22E, which is cannot be called expensive.

Source: Bloomberg, Spider Software, ICIC/ Direct Research Recommendation initiated on I-click to gain at 12:58 on June 17, 2020
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