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Volume growth hits speed breaker

Performance largely in line

UltraTech Cement's (UTCEM IN) Q3FY24 operating performance was
broadly in line with our and Consensus estimates. Consolidated net
sales rose ~8% YoY/5% QoQ to ~INR 165bn. EBITDA was up ~39%
YoY/28% QoQ to INR 32.5bn. Reported PAT surged ~68% YoY/39%
QoQ to ~INR 18bn.

EBITDA per tonne rose ~32% YoY and ~25% QoQ

Consolidated sales volume growth moderated to ~6% YoY (versus
~20%/15% in Q1/Q2) and ~2% QoQ to ~27.3mn tonnes due to festivals,
cyclone in South India, pollution curb in North India and state elections.
Realization grew ~2% YoY/QoQ each to INR 6,035/tonne. Operating cost
dipped ~3% YoY/2% QoQ to INR 4,936/tonne, led by lower lead distance,
fall in fuel prices and operating leverage benefit. Thus, EBITDA/tonne, with
other operating revenue, jumped ~32% YoY/25% QoQ to INR 1,191.

India capacity to reach ~190mn tonnes by FY27

Ongoing capex work in phase Il expansion of 24.4mn tonnes is on track
and may be completed in a phased manner by FY25. Apart from that,
UTCEM announced phase lll expansion of ~22mn tonnes in Q3FY24,
which may be completed gradually by FY27. Further, in Q3, UTCEM
announced the acquisition of Kesoram Industries (KSI IN) and Burnpur
Cement (BPUR IN), with capacities of 10.75mn tonnes and 0.54mn
tonnes, respectively. Post completion of these projects, UTCEM'’s India
capacity will increase to ~190mn tonnes.

Valuation: reiterate Accumulate with a higher TP of INR 10,659

We cut FY24E/25E/FY26E EPS by ~9%/7%/ 1% respectively. The earnings
downgrade is primarily due to demand softness in Q3FY24 and
incorporation of KSI's financials. But we remain positive on the stock, long
term, and view continued focus on capacity addition to bode well for
UTCEM's future growth prospects, enabling it to reach its target of 200mn
tonnes capacity.

Also, access to low-cost renewable power capacity and other cost savings
measures bode well for future earnings. We reiterate Accumulate and
raise our target multiple to 18x from 15.5x as visibility on meeting capacity
target of 200mn tonnes has increased. Also, we roll over to December
2025E from September 2025E, with higher TP of INR 10,659 from INR
9,098 on 18x December 2025E EV/EBITDA.

Rating: Accumulate
Target Price: INR 10,659

Upside: 6%

CMP: INR 10,094 (as on 19 January 2024)

Key data*

Bloomberg /Reuters Code: ~ UTCEM IN/ ULTC.BO
Current /Dil. Shares O/S (mn) 289/289
Mkt Cap (INR bn/USD mn) 2,914/35,084
Daily Vol. (3M NSE Avg.) 337,841

Face Value (INR) 10

1 USD =INR 83.1

Note: *as on 19 January 2024; Source: Bloomberg
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Shareholding (%) Q4FY23 QI1FY24 Q2FY24 Q3FY24

Promoter 60.0 60.0 60.0 60.0
Institutional Investors 323 324 323 325
Other Investors 2.2 2.2 2.3 2.3
General Public 55 5.4 5.4 52
Source: BSE

Price performance (%) 3M 6M 12M
Nifty 10.2 9.0 19.4
UltraTech Cement 18.5 21.2 40.0
ACC 12.1 26.5 (4.8)
Ambuja Cements 22.8 28.1 3.4

Source: Bloomberg

Y/E March (INR mn) Q3FY24 Q3FY23 YoY (%) Q2FY24 QoQ (%) Q3FY24E  Variance (%)
Net Sale 164,870 152,990 7.8 157,350 4.8 165,010 (0.1)
Operating Expenses 134,854 131,851 23 134,612 0.2 136,412 (1.1)
EBITDA 32,546 23,359 39.3 25,509 27.6 31,397 3.7
EBITDA Margins (%) 19.7 153 16.2 19.0
Other Income 1,405 1,266 11.0 1,671 (15.9) 1,541 (8.9)
Interest 2,622 2,153 21.8 2,339 12.1 2,316 13.2
Depreciation 7,835 7,232 8.3 7,978 (1.8) 8,058 (2.8)
PBT 23,552 15,272 54.2 16,897 394 22,597 4.2
Tax 5,804 4,647 24.9 4,094 41.8 5,649 2.7
Effective Tax Rate (%) 24.6 30.4 24.2 25.0
Reported PAT 17,770 10,582 67.9 12,815 387 16,930 5.0
Key financials
YE Revenue YoY EBITDA EBITDA Adj PAT YoY Fully DEPS RoE P/E EV/ton  EV/EBITDA
March (INR mn) (%) (INRmn)  margin (%) {INR mn) (%) (INR) (%) [ (USD) x)
FY23 623,376 20.6 106,199 17.0 50,714 (10.5) 175.7 9.7 57.5 278 27.7
FY24E 689,290 10.6 128,305 18.6 70,811 39.6 2453 12.4 41.2 266 229
FY25E 748,714 8.6 151,959 20.3 85,493 20.7 290.1 12.3 348 220 19.8
FY26E 858,324 14.6 176,919 20.6 101,667 18.9 345.0 12.7 29.3 206 17.0

Note: Pricing as on 19 January 2024; Source: Company, Elara Securities Estimate

Ravi Sodah e ravi.sodah@elaracapital.com ¢ +91 22 6164 8517
Saurabh Mitra * saurabh.mitra@elaracapital.com « +91 22 6164 8546
Bhavi Shah ¢ bhavi.shah@elaracapital.com ¢ +91 22 6164 8521

Elara Securities (India) Private Limited




UltraTech Cement

ElaraCapital

Consolidated Financials (YE March)

Revenue & margin growth trend
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Income Statement (INR mn) FY23 FY24E FY25E FY26E
Net Revenue 623,376 689,290 748,714 858,324
Operating profit 97,175 118,282 141,638 165,127
Add:- Other operating Income 9.024 10,023 10,321 11,793
EBITDA 106,199 128305 151,959 176,919
Add:- Other Income 5,031 6,466 6,890 7,336
Less - Depreciation & Amortization 28,880 31,225 35,458 40,066
EBIT 82,349 103,547 123,391 144,189
Less:- Interest Expenses 8,227 9,234 9,503 8,895
PBT 74,163 94313 113,888 135,294
Less - Taxes 23,429 23482 28376 33,727
Reported PAT 50,734 70,831 85513 101,567
Minority Interest (20) (20) (20) 101
Reported PAT after Minority Interest 50,714 70811 85,493 101,667
Adjusted PAT 50,714 70,811 85,493 101,667
Balance Sheet (INR mn) FY23 FY24E FY25E FY26E
Share Capital 2,887 2,887 2,947 2,947
Reserves 540,359 599,835 781,311 817,268
Minority Interest 556 556 556 556
Borrowings 99,008 96,508 128,937 89,973
Deferred Tax (Net) 62,601 65,339 68,214 71,232
Other liabilities 19,585 20,458 21,374 22,335
Total Liabilities 724,995 785,583 1,003,340 1,004,312
Gross Block 706,330 751,380 877,687 947,737
Less:- Accumulated Depreciation 173,778 205,003 240,461 280,527
Net Block 532,552 546,377 637,226 667,210
Add:- Capital work in progress 40,349 90,354 198,359 199,364
Noncurrent investments 14,604 14,604 14,604 14,604
Net Working Capital (51,487) (52,888) (58,401) (61,251)
Cash & current investments 69,862 66,857 90,079 61,686
Other assets 119,116 120,279 121,473 122,699
Total Assets 724,995 785,583 1,003,340 1,004,312
Cash Flow Statement (INR mn) FY23 FY24E FY25E FY26E
Cash profit adjusted for non-cash items 94,055 107,561 126,458 146,210
Add/Less : Working Capital Changes (3,370) 1,401 5513 2,850
Operating Cash Flow 90,685 108,962 131,971 149,060
Less:- Capex (61,056) (95,055) (92,139) (71,055)
Free Cash Flow 29,629 13,907 39,832 78,005
Financing Cash Flow (16,310) (22,215) 119,867 (112,508)
Investing Cash Flow (10,815) 9,303 9,696 10,110
Net change in Cash 2,504 995 169,395 (24,393)
Ratio Analysis FY23 FY24E FY25E FY26E
Income Statement Ratios (%)

Revenue Growth 20.6 10.6 8.6 14.6
EBITDA Growth (7.8) 20.8 18.4 16.4
Adj. PAT Growth (10.5) 39.6 20.7 18.9
EBITDA Margin 17.0 18.6 20.3 20.6
Adj. Net Margin 8.1 10.3 11.4 11.8
Return & Liquidity Ratios

Net Debt/Equity (x) 0.1 0.0 0.0 0.0
ROE (%) 9.7 12.4 12.3 12.7
ROCE (%) 11.7 13.7 13.8 14.4
Per Share data & Valuation Ratios

Adjusted EPS (INR) 175.7 2453 290.1 345.0
EPS Growth (%) (10.5) 39.6 18.3 18.9
DPS (INR) 38.0 38.5 39.0 39.5
P/E (x) 57.5 41.2 34.8 29.3
EV/EBITDA (x) 27.7 22.9 19.8 17.0
EV/Sales (x) 4.7 4.3 4.0 35
P/BV (x) 5.6 5.1 4.3 37
EV per tonne (USD) 278 266 220 206
Dividend Yield (%) 0.4 0.4 0.4 0.4

Note: Pricing as on 19 January 2024; Source: Company, Elara Securities Estimate

Source: Company, Elara Securities Estimate
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Other highlights

= Q3FY24 capacity utilization improved to 77% from
75% in Q2FY24.

= Average lead distance reduced to 397kms from
413kms in Q3FY23 and 403kms in Q2FY24.

= UTCEM has commissioned solar power capacity of
26MW, bringing its total solar power capacity to
455MW in addition to waste heat recovery system
(WHRS) capacity of 264MW.

= Blended fuel consumption stood at USD 150/tonne
versus USD 200/tonne in Q3FY23 and USD
162/tonne in Q2FY24.

= Pet coke consumption rose to 44% in Q3FY24 versus
43% in Q3FY23 and 39% in Q2FY24.

= UTCEM aims to increase its green power share to 85%
by CY30 from ~24% in Q3FY24.

Exhibit 1: Standalone results
Y/E March (INRmn) Q3FY24 Q3FY23 YoY (%) Q2FY24 QoQ (%)

Net sales 159,250 147,920 7.7 152,370 4.5
Operating expenses 131,334 128,632 2.1 131,668 (0.3)
% of sales 82.5 87.0 86.4

EBITDA 30,401 21,448 41.7 23,502 29.4
EBITDA margins (%) 19.1 14.5 14

Other income 1,914 1,582 21.0 2,088 (8.3)
Interest 2,369 1,937 223 2,100 12.8
Depreciation 7,124 6,535 9.0 7,279 (2.1)
PBT 22,821 14,558 56.8 16,211 40.8
Tax 5,856 4,616 26.9 4,155 40.9
Effective tax rate (%) 25.7 31.7 25.6

Adjusted PAT 16,965 9,942 70.6 12,057 40.7
Reported PAT 16,965 9,942 70.6 12,057 40.7
NPM (%) 10.7 6.7 7.9

Source: Company, Elara Securities Research

Elara Securities (India) Private Limited

Exhibit 2: Variable cost of production falls ~3% QoQ

Per tonne analysis

Q3FY24 Q3FY23 YoY (%]

Q2FY24 QoQ (%)

Sales volume (mn

2732  25.86 5.6 26.69 24
tonnes)
Realization 6,035 5916 2.0 5,895 24
Raw material cost 834 720 15.8 775 7.5
Purchase of stock
in trade 138 147 (6.2) 159 (13.2)
Employee cost 281 268 4.8 304 (7.5)
Power & Fuel cost 1,529 1,884 (18.8) 1,643 (6.9)
Freight cost 1,325 1,345 (1.5) 1,316 0.7
Other expenses 828 733 13.0 846 (2.1)
Total cost 4,936 5,099 (3.2) 5,044 [2.1)
EBITDA* 1,099 817 344 852 29.0
SckeEnY 93 86 7.9 104 (10.8)
revenue
EBITDA 1,191 903 31.9 956 24.6
% sale analysis Q3FY24 Q3FY23 YoY [bp) Q2FY24 QoQ (bp)
Raw material cost 13.8 12.2 164.2 13.2 66.6
Purchase of stock 23 25 (20.1) 27 (a1
in trade
Employee cost 4.7 4.5 12.6 5.2 (49.9)
Power & fuel cost 253 31.9 (651.2) 27.9 (252.9)
Freight cost 22.0 22.7 (78.1) 223 (35.6)
Other expenses 13.7 12.4 133.7 14.3 (62.7)
Total cost 81.8 86.2 (43838) 855 (375.6)
EBITDA* 18.2 13.8 438.8 14.5 375.6

Note: *Excluding other operating revenue; Source: Company, Elara Securities
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Exhibit 3: Higher price boosts margin QoQ
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Exhibit 4: Volume growth at seven-quarter low
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Exhibit 5: Phase Il expansion to raise domestic cement capacity to ~157mn tonnes by FY25

Location State Region Type Project Cem(e;;cti;:]a:ég Expected timeline
Maihar Madhya Pradesh Central Integrated unit Brownfield 4.5 Q4FY25
Shahjahanpur Uttar Pradesh Central Grinding unit Greenfield 1.8 Q4FY25
Lucknow Uttar Pradesh Central Bulk terminal (BT) Greenfield 1.8 Q4FY25
Roorkee Uttar Pradesh Central Grinding unit Brownfield 1.0 Q4FY24
Total-Central (excluding BT) 73

Kukurdih Chhattisgarh East Integrated unit Greenfield 2.7 Q2FY25
Durgapur West Bengal East Grinding unit Brownfield 0.6 Q3FY25
Sonar Bangla West Bengal East Grinding unit Brownfield 0.6 Q3FY25
Patratu Jharkhand East Grinding unit Greenfield 25 Q4FY25
Total East 6.4

Rajpura Punjab North Grinding unit Greenfield 2.6 QIFY25
Kotputli Rajasthan North Integrated unit Brownfield 1.8 QIFY25
Total-North 44

Karur Tamil Nadu South Grinding unit Greenfield 33 QIFY25
Anantapur Andhra Pradesh South Integrated unit Brownfield 1.8 Q2FY25
Arakkonam Tamil Nadu South Grinding unit Brownfield 1.2 Q2FY25
Bengaluru Karnataka South Bulk terminal (BT) Brownfield 1.0  Commissioned
Total-South (excluding BT) 6.3

Total (excluding BT) 24.4

Source: Company, Elara Securities Research

Exhibit 6: Phase Ill expansion — South India accounts for ~40% of capacity addition

Location Region Project Cem‘e:;‘ctao;:‘anc;g
Bihar East Greenfield 33
West Bengal East Greenfield 33
Total East 6.6
Nathdwara, Rajasthan North Brownfield 1.2
Aligarh, Uttar Pradesh North Brownfield 2.7
Total-North 3.9
Anantapur, Andhra Pradesh South Brownfield 2.7
Andhra Pradesh South Greenfield 6.0
Total-South 8.7
Hotgi, Maharashtra West Brownfield 2.7
Total West 2.7

otal 21.9
Source: Company, Elara Securities Research
Exhibit 7: Change in estimates
(INR mn) Previous Revised Change (%)

FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E

Net Revenue 7,28,807 7,89,469 8,65,693 6,89,290 748,714 858,324 (5.4) (5.2) (0.9)
EBITDA 1,38,694 1,54,247 1,66,876 1,28,305 1,51,959 1,76,919 (7.5) (1.5) 6.0
PAT 77,738 89,686 1,00,378 70,811 85,493 1,01,667 (8.9) (4.7) 1.3
EPS (INR) 269 311 348 245 290 345 (8.9) (6.6) (0.8)
TP (INR) 9,098 10,659 17.2

Source: Elara Securities Estimate

Elara Securities (India) Private Limited
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Date Rating Target Price  Closing Price
38  24Jan2020 Accumulate INR5268  INR 4,643
39 27-Mar-2020  Buy INR4,243  INR3,144

40 20-May-2020 Accumulate INR 4,175 INR 3,529
41 28-Jul-2020 Accumulate  INR 4,600 INR 4,136
42 21-Oct-2020  Buy INR 5,546 INR 4,630
43 3-Dec-2020 Accumulate  INR 5,546 INR 4,894
44 22-Jan-2021 Accumulate INR 6,158 INR 5,535
45  7-May-2021 Accumulate  INR 6,988 INR 6,482
46 22-Jul-2021 Accumulate  INR 8,496 INR 7,459
47  18-Oct-2021 Accumulate  INR 8,627 INR 7,399
48  29-Apr-2022  Accumulate INR 7,754 INR 6.630

49  16Jun-2022  Buy INR 7,047 INR 5,305
50 22-Jul-2022 Accumulate INR 7,537 INR 6,459
51 19-Oct-2022 Buy INR 7,962 INR 6,398

52 6-Dec-2022 Accumulate  INR 8,325 INR 7,242
53  28-Apr-2023  Accumulate INR 8,638 INR 7,556
54  21-July-2023  Accumulate INR 9,098 INR 8,119
55 19-Jan-2024  Accumulate INR 10,659 INR 10,094

Guide to Research Rating

BUY Absolute Return >+20%
ACCUMULATE Absolute Return +5% to +20%
REDUCE Absolute Return -5% to +5%
SELL Absolute Return <-5%

Elara Securities (India) Private Limited
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note
is to provide preliminary information on the business activities of the company and the projected financial statements in order to assist the recipient in understanding
/ evaluating the Proposal. Nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred
to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment
in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and
risks of such an investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent
recommendation to its client and would be happy to provide any information in response to specific client queries. Elara Securities (India) Private Limited or any of
its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability for any errors and/or omissions, representations
or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara Securities (India) Private
Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as principal or
agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for or solicit investment banking
or other business from any company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This Note is
strictly confidential and is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on directly or indirectly
in any form to any other person or published, copied, in whole or in part, for any purpose. This Note 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 Elara Securities (India) Private Limited or any of its affiliates to any registration or licensing requirements
within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes,
should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return all material received from the company and/or
the Advisors without retaining any copies thereof. The Information given in this document is as of the date of this report and there can be no assurance that future
results or events will be consistent with this information. This Information is subject to change without any prior notice. Elara Securities (India) Private Limited or any
of its affiliates reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Elara Securities (India) Private
Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits
that may arise from or in connection with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall
it constitute an indication that there has been no change in the business or state of affairs of the company since the date of publication of this Note. The disclosures
of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as endorsement of the views
expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from
maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views
expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her
compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private
Limited. It is important to note that any dispute with respect to this research report, would not have access to stock exchange investor redressal forum or arbitration
mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India
Limited [NSE], in the Capital Market Segment of BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited's business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in
last five years. However, during the routine course of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on
Elara Securities (India) Private Limited for minor operational deviations in certain cases. Elara Securities (India) Private Limited has not been debarred from doing
business by any Stock Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time.

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are
registered or proposed to be registered.

Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com
Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest
in the subject company, whereas its associate entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of
1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. Elara Securities (India)
Private Limited does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date
of publication of Research Report. Associate entities of Elara Securities (India) Private Limited may have actual/beneficial ownership of 1% or more securities of the
subject company at the end of the month immediately preceding the date of publication of Research Report. Research Analyst or his/her relative or Elara Securities
(India) Private Limited or its associate entities does not have any other material conflict of interest at the time of publication of the Research Report.

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company.

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate
entities of Elara Securities (India) Private Limited may have received compensation from the subject company in the past twelve months. Research analyst or Elara
Securities (India) Private Limited or its associate entities have not managed or co-managed public offering of securities for the subject company in the past twelve
months. Research analyst or Elara Securities (India) Private Limited or its associates have not received any compensation for investment banking or merchant banking
or brokerage services from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities may
have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company or
third party in connection with the Research Report in the past twelve months.

Disclaimer & Standard warning

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.
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Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not
guarantees of future performance and are based on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future
performance could differ materially from these “forward-looking statements” and financial information.
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