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Price hikes announced in Jun’24; demand should support
Average cement price in May’24 flat MoM
Our channel checks suggest that the all-India average cement price (trade) was flat

Average price of cement per 50kg bag
down 3.7% YoY in May’24
Average price INR/ 50 kg bag

—o— Change YoY (%) MoM in May’24. However, price hikes of INR8-10/bag have been announced
across regions in Jun’24, after several failed attempts. Further, after a muted
387 10.0 growth in Apr'24, cement demand improved MoM in May’24. We estimate
369 6.0 cement volume to grow ~5-6% MoM in May’24, driven by the housing and
351 2o infrastructure segments.
‘ m Considering the recent price hike, the average cement price has been up ~3%
333 -2.0

MoM in Jun’24. Conversely, the all-India average cement price in 1QFY25 (to date)
315 6.0 is estimated to be flat on a sequential basis.
NNNNINIS ® Domestic petcoke price declined 6% MoM to INR12,439/t in Jun’24 and imported

FERER R g g
fBss~8z2=28ss petcoke price was down ~3% MoM to USD107/t (on a spot basis). However,
imported coal (South African) was flat MoM at USD109/t. Based on spot prices,
Average imported petcoke price down consumption costs stood at INR1.28/Kcal for imported petcoke and INR1.63/Kcal
14% YoY to USD110/t in May’24 for imported coal.
Imported petcoke price (USD/t) Price hikes of INR8-10/bag announced in Jun’24 across regions
m  Cement prices were under pressure since the beginning of CY24 due to intense
168 competition followed by demand slowdown. Industry players attempted price
146 hikes in Apr-May’24; however, a major part of those hikes were reversed in a
124 couple of days. Resultantly, the all-India average price during Apr-May’24 was flat
10 to marginally up (1%) vs. Mar’24-exit, while it was ~1% lower than 4QFY24 average.
B InJun’24, however, dealers have suggested that industry players have announced
80 price hikes of INR8-10/bag across regions. In some markets (Rajasthan, Uttar
RO JJIIIE . . .
25 c®E g0 5a Pradesh, and West India), non-trade prices have increased INR15-30/bag, thus
LeS&0owd S narrowing the price gap between trade and non-trade. We will monitor the
(%]

sustainability of these price hikes though, given the onset of monsoon in the next
few weeks across the country.
Average imported coal price down 6% ™ In the eastern, western, and central regions, cement prices have risen INR10/bag

YoY to USD107/t in May’24 (~3% MoM) in Jun’24. Conversely, in the northern and southern markets, prices
South African coal (USD/t) have risen INR8-9/bag (~2% MoM) during the month. Consequently, the all-India
190 average cement price has increased ~3% MoM in Jun’24 (so far).

m  Considering the Jun’24 cement price hike, the all-India average cement price is
estimated to be flat QoQ in 1QFY25 (QTD). Within regions, cement prices in 1QFY25

130 (QTD) are likely to be up in the western/central regions by ~3%/1% QoQ.

Conversely, cement prices are estimated to be down in the northern, eastern, and

160

100 . .
southern regions in the range of ~1-2%.

70 Cement demand improves MoM; long-term outlook positive
RAXJIIIIIEY : ’ ; ; , i
St wgoay& B After a muted growth in Apr'24, cement demand improved in May’24. We estimate

=}
e < cement volume to grow ~5-6% MoM in May’24. Cement demand is estimated to
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be subdued in the near term due to the onset of monsoons in the next few weeks
across markets. However, demand should rebound strongly in 2HFY25, supported
by housing and infrastructure segments. We estimate an industry volume growth
of ~5-6% YoY in 1HFY25, followed by ~8-9% YoY growth in 2HFY25.
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m  Recently, the newly formed government announced the construction of additional
30m rural and urban houses under the Pradhan Mantri Awas Yojana (PMAY). We
believe this initiative is significantly positive for the cement industry as the
government continues with its focus on affordable housing and development.

Petcoke prices decline, while imported coal stable

m Domestic petcoke price declined 6% MoM to INR12,439/t in Jun’24 and imported
petcoke price was down ~3% MoM to USD107/t (on a spot basis). However,
imported coal (South African) price remained flat MoM at USD109/t.

B Based on spot prices, consumption costs stood at INR1.28/Kcal for imported
petcoke and INR1.63/Kcal for imported coal. Notably, spot price comes into the
consumption play almost four to five months later, given the time taken in
shipment and transit (including loading and unloading) of coal. Hence, the benefit
of reduction in fuel prices is likely from 3QFY25 onwards.

m  Fuel consumption costs (in INR/Kcal) in 4QFY24 declined ~3% QoQ for BCORP/
DALBHARA/ICEM/JKLC and ~1% for UTCEM/JKCE each. However, costs increased
~1% QoQ for ACEM/TRCL, ~2% QoQ for SRCM and ~3% QoQ for ACC. Fuel
consumption costs for cement players ranged between INR1.45/Kcal and
INR2.03/Kcal in 4QFY24. Industry players estimate a gradual reduction in fuel
costs in the next few quarters, given the availability of fuel inventory.

Outlook: Demand momentum to improve

m  We estimate the cement demand momentum to improve with government’s
focus on affordable housing, continuing strong demand from real estate, and
likely pick-up in industrial capex. BJP’s 2024 manifesto also highlighted its focus
on expanding PM Awas Yojana, slum redevelopment, promoting affordable
housing, expanding road network, rail & metro connectivity, and constructing
new airports. We believe the announcements under the forthcoming Budget will
be the key monitorables for improvement in the cement demand momentum.

m  UTCEM is our preferred pick in the large cap space. We like DALBHARA and JKCE
in the midcap space.

Exhibit 1: Valuation Summary

M-cap  CMP P/E (x) EV/EBITDA (x)  EV/t (USD) ROE (%) :IBTTgeAb&/)

(USDb)  (INR) FY25E FY26E  FY25E FY26E FY25E FY26E FY25E FY26E  FY25E  FY26E
UTCEM 422 10,926  Buy 379 316 207 173 250 230 131 140 (0.1) (0.4)
SRCM 131 27,048 Neutral 426 402 180 167 212 184 107 105 (L2)  (0.9)
ACEM 17.0 640  Neutral 469 407 203 174 168 156 101 9.6  (42) (3.6)
ACC 6.5 2,563  Neutral 214 193 115 98 151 134 132 129 (14) (L8)
DALBHARA 47 1,887 Buy 361 266 117 97 97 97 58 76 04 03
TRCL 2.7 857  Neutral 349 265 133 114 139 127 78 96 29 26
JKCE 43 4,191 Buy 296 246 140 120 190 172 188 193 18 16
BCORP 16 1,511 Buy 210 170 86 73 92 81 80 92 17 12
ICEM 0.9 216 sell 627 325 164 129 76 74 20 37 45 34
JKLC 13 813 Buy 184 154 74 6.0 59 51 150 157 12 13
GRASIM 23 2,452 Buy 1206 1023 110 83 N/A NA 22 31 26 18

Source: MOFSL, Company
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Story in charts

Exhibit 2: All-India average cement price down 3.7% YoY in May’24  Exhibit 3: Average cement price down 3% YoY in North in May’24

Average price INR/ 50 kg bag ~ =—O=Change YoY (%) North retail price INR/ 50 kg bag —O=—Change YoY (%)
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Exhibit 4: Average cement price down 3% YoY in Central in May’24  Exhibit 5: Average cement price down 4% YoY in East in May’24
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Exhibit 6: Average cement price down 5% YoY in South in May’24 Exhibit 7: Average cement price down 3.5% YoY in West in May’24
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Exhibit 9: Domestic petcoke price down 15% YoY in Jun’24

Exhibit 8: Average US petcoke price down 14% YoY in May’24

—O—YoY growth (%)

Domestic petcoke price(INR/t)

Imported petcoke price (USD/t) =—O=—YoY growth (%)
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Exhibit 11: Diesel price lower by ~2% YoY

Exhibit 10: South African coal price down 6% YoY in May’24

[
[
(e
[
00
00
00
00
00
00
00
00
1€
1€
0°0T-
8'G-
T°0
T0
T°0
70

—O—YoY growth (%)

Diesel price (INR/Itr)

6'8T-

—O—YoY growth (%)

South African coal (USD/t)

144
069
€8¢

[ard3)
[Ards
[ard3)
[ard3)
€76
€76
€6
€6
€76
€6
€6
€76
€6
€6
€6
€6
€6
€6
€6
€6

(019
LOT
90T

66

6

L6
€01
€Tt
6¢T
91T
(49"
T0T
[40)
Vil
TET
(43"
14"
VLT
8¢¢C
L0¢C

2144 10dS
vz AeN
vz ldy
vz
v¢.9°4
v, uer
€¢.,9°2a
€C¢/\ON
€210
€z, das
€z.8ny
ezAInr
geunf
cz.AeN
€g4dy
€C¢1BN
€¢.,9°4
ge.uer
¢¢92d
CC/NON

144 10ds
vz AeiN
vz dy
2L
¥¢.9°4
veuer
€290
€T/NON
€230
€z,das
€z.8ny
€zAIN
gz.unr
czhen
€z dy
€T.JBIN
€2.994
gz.uer
ALl
TTNON

Source: MOFSL, Industry, Bloomberg,

Source: MOFSL, Industry

Exhibit 13: Baltic Dry Index up 8% YoY in May’24

Exhibit 12: Crude oil price trend

—O—Baltic Dry Index (USD)
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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