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Price Rs142 

Target Price - 

Investment Period - 

Stock Info 

Sector Cement 

Market Cap (Rs cr) 4,005 

Beta 0.9 

52 WK High / Low 180/69 

Avg.  Daily Volume 316098 

Face Value (Rs) 10 

BSE Sensex 15,231 

Nifty 4,524 

BSE Code 530005 

NSE Code INDIACEM 

Reuters Code ICMN.BO 

Bloomberg Code ICEM@IN 

Shareholding Pattern (%) 

Promoters 28.0 

MF/Banks/Indian FIs 36.0 

FII/ NRIs/ OCBs 28.3 

Indian Public/others  7.7 

 

Abs. 3m 1yr 3yr 

Sensex (%) 36.8 1.9 51.0 

India Cem (%) 17.2 (4.2) (15.9) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Top-line grows in line by 10%: India Cements posted 10.1% yoy growth in 
Top-line to Rs953cr (Rs866cr) for 1QFY2010, which was in line with our 
expectation. Top-line growth came mainly on the back of higher cement 
realisations and higher volumes during the quarter. Cement realisation was 
higher by 6.7% yoy to Rs3,677/tonne (Rs3,446/tonne). Cement and clinker 
sales volumes were up by 3.9% yoy to 2.46mn tonnes (2.37mn tonnes). 
During the quarter, India Cements also posted Revenues of Rs13.5cr 
(Rs19.1cr) and Rs3.0cr (Rs3.6cr) from its Freight and Wind Power business, 
respectively.  

 Margins declined on higher costs: On the Operating front, the company 
reported a decline in Margins by 470bp to 30.0% (34.7%) primarily due to 
the increase in Power costs, Employee costs and other expenses, which 
increased by 24%, 15% and 35% yoy respectively, during the quarter. 
EBIDTA/tonne during the quarter declined to Rs1,164/tonne 
(Rs1,269/tonne). 

 Bottom-line flat and below estimates: Despite the decent growth in  
Top-line, the company’s Net Profit came almost flat yoy at Rs144cr 
(Rs142cr) mainly on account of the Margin erosion by 470bp. Higher 
Depreciation and Interest costs during the quarter also impacted Bottom-line 
growth. Interest and Depreciation costs were higher by 67% and 16% yoy at 
Rs38.5cr and Rs57.1cr respectively, during the quarter. However, foreign 
exchange translation gains of Rs21 as against loss of Rs22cr during 
1QFY2009, supported the Profit.  

  

 
Key Financials (Standalone) 
Y/E March ( Rs cr) FY2008 FY2009 FY2010E FY2011E 

Net Sales 3,058 3,427 3,815 4,165 

% chg 35.6 12.1 11.3 9.2 

Net Profit 638 432 533 519 

% chg 33.1 (32.2) 23.3 (2.6) 

OPM (%) 35.7 29.1 29.2 26.3 

FDEPS (Rs) 22.1 15.3 18.9 18.4 

P/E (x) 6.4 9.3 7.5 7.7 

P/BV (x) 1.2 1.1 1.0 0.9 

RoE (%) 23.1 12.3 13.5 11.7 

RoCE (%) 14.7 9.2 10.4 9.3 

EV/Sales (x) 1.8 1.6 1.3 1.2 

EV/tonne (US $/t) 146 84 77 73 

EV/EBITDA (x) 5.0 5.4 4.5 4.4 
 Source: Company, Angel Research  
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Capacity expansions well on track 
 
The new grinding unit with a capacity of 1mn tonnes at Chennai was completed in August 
2008 and is now operational. Upgradation of the company’s other units, viz. enhancement 
of line I capacity at Vishnupuram was completed in March 2009, addition of 1.2mn tonnes 
capacity in Malkapur is also complete and an additional 1mn tonne grinding unit at Parli in 
Maharashtra was also completed in April 2009. Apart from the brown-field expansions, the 
company is also setting up a 1.5mtpa green-field plant at Rajasthan for which work orders 
have been released.  
 

Exhibit 1: Capacity ramp up 

 
Source: Company, Angel Research 
 
Outlook and Valuation 
 
We expect the domestic Cement Industry to witness substantial bunching up of capacities 
over the next couple of years. As per the announced capacity additions plans, around 
85mn tonnes of cement capacity is expected to come on-stream going ahead. However, 
assuming 20% slippage due to delays in equipment procurement, land acquisitions, fund 
raising plans, etc. such huge capacity addition (70mn tonnes) is bound to create an 
oversupply situation and exert pressure on the cement prices. 
 
At the CMP of Rs142, India Cements is trading at an EV/EBIDTA of 4.5x and 4.4x 
FY2010E and FY2011E EBIDTA and EV/tonne of US $77/tonne and US $73/tonne on 
FY2010E and FY2011E capacities, respectively. We believe that owing to the imminent 
downturn in the cement cycle on account of the bunching of substantial capacity and 
concerns of falling prices, India Cements at current valuations, which is at 40% discount 
(US $73/tonne on FY2011 capacity) to its Replacement cost is fairly valued. Hence, we 
remain Neutral on the stock. 
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Exhibit 2: 1QFY2010 Performance (Standalone) 
Y/E March (Rs cr) 1QFY2010 1QFY2009 % chg FY2009 FY2008 % chg 
Net Sales 953 866 10.1 3,427 3,058 12.1 

Cons of Raw Material 84.4 84.2 0.2 356.5 282.6 26.1 

(% of Net Sales) 8.9 9.7 10.4 9.2 

Power& Fuel 243.8 197.5 23.4 891.6 690.7 29.1 

(% of Net Sales) 25.6 22.8 26.0 22.6 

 Staff Costs 51.6 44.9 15.1 198.3 187.7 5.6 

(% of Net Sales) 5.4 5.2 5.8 6.1 

Freight & Forwarding 130.8 122.8 6.5 486.0 460.0 5.6 

(% of Net Sales) 13.7 14.2 14.2 15.0 

Other expenses 156.6 115.8 35.2 498.2 343.7 44.9 

(% of Net Sales) 16.4 13.4 14.5 11.2 

Total Expenditure 667 565 18.1 2,431 1,965 23.7 

Operating Profit 286.3 300.5 (4.7) 996.2 1,093 (8.8) 

OPM (%) 30.0 34.7 29.1 35.7 

Interest 38.5 23.0 67.2 112.2 109.9 2.1 

Depreciation 57.1 49.0 16.4 203.3 127.9 58.9 

Other Income 6.8 10.7 (36.8) 47.0 27.5 70.8 

Exceptional Items 21.0 (21.8) (79.4) (38.0) 

Profit Before Tax 218.5 217.5 0.5 648.3 844.6 (23.2) 

Current Tax 74.3 75.4 (1.4) 216.1 207.1 4.4 

(% of PBT) 34.0 34.7 33.3 24.5 

Profit After Tax 144.3 142.1 1.5 432.2 637.5 (32.2) 

(% of Net Sales) 15.1 16.4 12.6 20.9 

FDEPS (Rs) 5.1 5.0 1.4 15.3 22.1 (30.6) 
Source: Company, Angel Research 
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