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Volume growth to take front seat in Q3FY21E

After witnessing price led revenue growth during H1FY21 due to lockdown
impact, Q3FY21 is expected to witness volume led revenue growth.
Sustained demand from individual housing (IHB) in semi urban and rural
region and healthy pick-up in infra activities from September 2020 onwards
would aid growth in volumes in Q3FY21. In the current fiscal, at all-India
level, cement dispatches are expected to report first ever growth during the
quarter. In terms of regions, we expect demand in the north, central and
east to remain firm supported by higher welfare spending and better crop
production. Further, improved demand from south and west region
(supported by a pick-up in government led infrastructure activities) would
provide support for sales volume growth during the quarter. Overall, for
Q3FY21E, our I-direct cement coverage universe is expected to report
volume growth of 7.7% YoY, 14.7% QoQ in sales volume to 52.8 MT.

Cement prices to cool-off QoQ; to stay firm YoY

As per our channel checks, average cement prices have declined by
¥ 4/bag (down 1.1% QoQ) to ¥ 360/bag. However, it still remains higher by
5.1% YoY. Prices in the east and west fell 4.1% and 2.9% QoQ,
respectively, while in south and central, prices declined marginally QoQ. On
a YoY basis, steepest price hikes (up 16.9% YoY) have been seen in the
south region with prices in AP, Telangana up by ¥ 80-90/bag. Going
forward, the year-end volume push, rise in share of institutional demand
would keep cement prices under check. However, rising cost pressure
(petcoke and diesel prices) may compel companies to undertake prices
hikes to maintain margins.

EBITDA/t to improve YoY despite rise in cost of production

Average diesel prices are up ~10% YoY, which will lead to a rise in freight
cost by ¥ 55/tonne. Also, petcoke prices inched up 26% QoQ (up 35% YoY).
However, players switching to coal would help restrict its impact to ~12-
14%. This would lead to another cost impact of ¥ 90-100/tonne during the
quarter. On the other hand, we expect cost rationalisation drive initiated
during H1 to keep overall cost of production under check. Also, cement
prices despite QoQ correction are up 5.1% YoY. This is expected to lead to
EBITDA/tonne growth 28.8% YoY to 31,125/t for our entire coverage
universe.

Exhibit 1: Estimates for Q3FY21E: (Cement) (X Crore)

Company Revenue Change (%) EBITDA Change (%) PAT Change (%)

Q3FY21E YoY 0QoQ Q3FY21E YoY (QoQ Q3FY21E YoY Qo0
ACC™ 4,264.8 74  20.6 699.3  55.3 4.2 410.6  50.3 12.9
Ambuja ™ 3,357.3 7.1 17.7 686.0 25.3 0.8 446.4 -1.9 1.3
JK Cement 1,672.5  19.1 7.9 4142 491 0.8 200.6 459 -10.2
JK Laxmi Cement 1,121.3 11.6 1.3 180.5 18.8 -3.3 75.2 529 -6.7
Ramco Cements 1,419.4 10.7 12.1 401.1 96.0 -10.3 208.6 118.7 -12.7
Sagar Cements 351.7 36.5 9.8 98.9 397.8 -5.6 45.5 LP -9.3
Shree Cement 33142 164 9.7 955.3 12.5 -3.3 485.6  56.7 -11.3
UltraTech Cem 11,096.9 11.2 10.8  2,508.6 40.5 -1.7 1,141.6 71.5 -5.5
Total 26,604.2 11.4 12.6 5,943.8 38.6 -1.6 3,014.2 54.2 -4.4

Source: Company, ICICI Direct Research
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All-India quarterly cement dispatches

AllIndia dispatches toimprove by
~1% YoY during Q3FY21E
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International Petcoke price trend

Petcoke prices are higher by 35%
YoY, 26% QoQ
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Company specific view

Company
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Ambuja Cement
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JK Cement
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Ramco Cement
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Remarks

ACC is expected to report a 23.5% QoQ growth in volumes to 8.0MT for Q4CY20E
led by pick-up in North and East region. Realisations though would fall 2.4% QoQ.
Cost of production per tonne may increase 0.7% QoQ due to rise in the petcoke
prices. This would lead to sequential decline in EBITDA/tonne. On absolute basis
EBITDA and PAT would grow by 4.2% and 12.9% QoQ respectively due to improved
sales volumes

Ambuja Cement derives major revenues from the North and Western India
markets. While price in North remain steady, western region saw weakness in
prices during Q3FY21. However, volume offtake remained better than Industry
average in the North region led by strong demand from rural and semi-urban
market. Accordingly, we expect volumes growth of 20.5% QoQ to 6.8MT while
realisations are expected to drop by 2.3% QoQ after strong up move in Q2.
EBITDA/t is expected to decline 16.3% QoQ to I1,004/t whereas on YoY basis, it is
likely to improve by 20% due to cost rationalisation

With expanded capacity, we expect volume growth of 8.6% YoY and 13% QoQ.
Region wise, North, Central and East to report better sales volumes while South
(Karnataka, Tamil Nadu) and Western region to remain dragger. Realisations to
likely fall by 2.0% QoQ, broadly in line with price movement at all India level.
EBITDA/tonne to decline 13% QoQ mainly on account of weakness in the cement
prices. However, we expect the same to improve 29.4% on YoY basis due to
benefit of cost rationalisation initiatives taken by company in the previous quarter
and better pricing on YoY basis

Sharp volume push in North and Eastern region to drive 14.7% YoY, 9.8% QoQ
growth in volumes during the quarter. However, considering the weak pricing in
these markets during the quarter, we expect average realisations to decline by 3%
QoQ. With petcoke prices inching upwards during the quarter, we expect
EBITDA/tonne to fall by 2% YoY, 12% QoQ to ¥ 1,332/tonne. Despite this, company
would maintain the highest EBITDA/tonne among its comparable peers. On absolute
basis, we expect EBITDA to increase ~12.5% YoY to ¥ 955 crore

With the company's grinding capacity increasing 33% YoY, we expect the sales
volumes growth of 20.6% YoY, 9.8% QoQ (highest amongst I-direct universe).
Strong white cement realisations along with other cost rationalisation and cost
benefit from new plant should lead to 23.7% YoY growth in EBITDA/t after adjusting
for higher fuel and petcoke prices during the quarter. On absolute basis, we expect
EBITDA to grow by 49.1% YoY to ¥ 414.2 crore while Higher depreciation with
respect to new capacity would lead to PAT growth of ~45.9% YoY for the quarter

JK Lakshmi Cement's capacity utilisations levels to improve to 88% during Q3 vs.
82% reported in Q2FY21 due to higher presence in North and Central region.
However, weak cement prices in this region should lead to weak realisation during
the quarter. As a result, EBITDA/tonne is likely to decline by 10.2% QoQ to
Z701/tonne (lowest amongst peer group). PAT is expected at ¥75.2 crore for the
quarter

Ramco Cement operates mostly in the south and eastern markets. While volume
is expected to remain weak in South, realisations in East is also weekend due to
festive season during the quarter. Overall, we expect volume to decline by 8% YoY
during the quarter. On the other hand, better pricing in South should offset the
volume led revenue loss with expected revenue growth of over 10.7% YoY to %
1419 crore. Better realisations should help the company to improve EBITDA/t
sharply by 113.6% YoY to I 1537/tonne

Being a leading player in AP/Telangana, we expect the company's operating
performance to improve with start of few mega irrigation projects supported with
some pent-up demand. Thus, we expect volume growth of 7.4% YoY, 13.5% QoQ
basis to 0.82MT. With sharp YoY improvement in the realisations, we expect the
company's EBITDA/t to increase 3 fold to 1206/t on YoY basis. However, on QoQ it
should decline by 17% due to seasonal weakness in prices along with rise in the
fuel prices

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research

ICICI Direct Research
Sales Volume (Coverage Universe)

YoY

In MT 03-21EQ3-20 (%) Q2-21
ACC 80 78 33 65
Ambuja 6.8 65 44 57
UltraTech* 21.7 200 86 19.2
Shree Cem 7.2 6.3 147 6.5
JK Cement* 3.1 26 206 2.8
JK Lakshmi 26 23 105 24
Ramco Cem 26 28 -82 22
Sagar Cem 08 08 74 072
Total 52.8 49.0 7.7 46.0

* blended sales volume (grey & white)

Qo0
(%)
23.5
20.5
13.0
9.8
9.8
1.7
17.9
13.5
14.7

Region-wise cement retail prices

2/50 k Yoy
o 9 @3-21E03-20 (7 0220
North 369 347 6.2 361
East 337 348 3.2 351
South 387 331 16.9 390
West 347 328 5.6 357
Central 359 356 0.7 361
North East 412 401 2.9 408
Pan India 360 342 5.1 364

QoQ
(%)

Cement Realizations (Coverage Universe)

Z/tonne  03-21E03-20 '°Y Q2-21
(%)
ACC 5320 5116 4.0 5450
Ambuja 4915 4795 2.5 5031
UltraTech® 5111 4991 2.4 5215
Shree Cem 4490 4508 -0.4 4628
JK Cement* 5419 5485 -1.2 5517
JK Lakshmi 4356 4313 1.0 4371
Ramco Cem 5355 4475 19.7 5498
Sagar Cem 4362 3431 27.1 4512
Average 5015 4862 3.1 5120

* Blended (grey cement +white cement)

Qo0

(%)
-2.4
-2.3
-2.0
-3.0
-1.8
-0.3
-2.6
-3.3
-2.1

EBITDA per tonne (Coverage Universe)

% per tonn3-21£03-20 '°Y Q2-21
(%)
ACC 872 580 50.3 1035
Ambuja 1004 837 20.0 1200
UltraTech* 1155 893 29.4 1329
Shree Cem” 1332 1359 -2.0 1513
JK Cement* 1342 1085 23.7 1461
JK Lakshmi 701 652 7.6 781
Ramco Cem- 1537 720 113.6 2021
Sagar Cem 1206 260 363.7 1451
Average 1125 874 28.8 1312

Qo0
(%)
-15.7
-16.3
-13.0
-12.0
-8.2
-10.2
-24.0
-16.9
-14.3

*Blended (grey + white), ~ Blended (Cement

+Power)
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Exhibit 2: ICICI Direct Coverage Universe (Cement)

Company cCMP M Cap EPS(X) EV/EBITDA (x) EV/Tonne ($) RoCE (%) RoE (%)

() TP(X) Rating (I Cr) "FY20FY21EFY22E FY20 FY21EFY22E FY20 FY21EFY22E FY20 FY21E FY22E FY20FY21EFY22E
ACC* 1,640 1,950 BUY 31,010 73 84 97 122 103 87 113 116 97 17.4 178 186 11.9 123 128
Ambuja Cem* 252 280 HOLD 50,038 7.7 87 95 141 128 11.2 140 152 134 122 17.1 17.3 147 19.7 19.6

UltraTech Cem 5,340 6,100 BUY 151,500 173 211 253 155 13.4 11.2 202 202 190 13.8 153 169 11.7 126 13.2
Shree Cement 23,900 28,000 BUY 86,240 435 611 653 23.4 20.7 183 253 239 235 13.8 17.6 17.7 121 149 139
Heidelberg Cem 230 265 BUY 5212 11.8 102 146 104 11.6 87 139 123 117 223 203 275 204 19.0 24.0

JK Cement 2,090 2,400 BUY 15,608 74.9 86.4 952 15.2 124 10.8 165 157 161 16.2 17.4 17.4 185 18.0 16.9
JK Lakshmi Cen 342 450 BUY 4,025 226 263 284 74 66 57 61 59 59 17.1 182 201 155 151 154
Star Cement 107 120 BUY 4318 69 48 67 96 105 84 131 90 8 17.1 121 149 154 10.1 129
Ramco Cement 798 1,000 BUY 20,713 25.7 36.4 37.4 207 143 132 182 175 170 75 99 101 123 15.0 134
Sagar Cement 125 950 BUY 1,704 "17.1 595 738 11.8 67 54 54 56 41 72 142 153 42 118 128

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 3



ﬂ Result Preview | Q3FY21E ICICI Direct Research

RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
@ 1cict diroct.com 1 1 E
Investmaen uo Your Fingertips B({Oi’{ER \ |
ICICI Securities Ltd. FSsTarmine | ;
eCU' e @“ st Award 2012 ‘@L‘f;
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Rashesh Shah, CA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or
securities. We 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. It is also confirmed that above mentioned Analysts of this report
have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance,
venture capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business
relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or
may not match or may be contrary with the views, estimates, rating, target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities 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 ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities 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 ICICI Securities policies, in
circumstances where ICICI Securities 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. ICICI Securities 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. ICICI
Securities 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.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any 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 managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates 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 ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication
of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this
report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities 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 themselves of and to observe such restriction.
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