
UPDATE 

P
ri

va
te

 C
ir

cu
la

ti
o

n 
O

nl
y.

 T
hi

s 
d

o
cu

m
en

t 
m

ay
 o

nl
y 

b
e 

d
is

tr
ib

ut
ed

 t
o

 Q
IB

s 
(q

ua
lif

ie
d

 in
st

it
ut

io
na

l b
uy

er
s)

 a
s 

d
ef

in
ed

 u
nd

er
 r

ul
e 

1
4

4
A

 o
f 

th
e 

S
ec

ur
it

ie
s 

A
ct

 o
f 

1
93

3

Sumangal Nevatia Siddharth Mehrotra Keshav Kumar 
sumangal.nevatia@kotak.com siddharth.mehrotra@kotak.com keshav.kumar8@kotak.com 

+91-22-4336-0861 +91-22-4336 0863 +91-22-4336-0854 

Construction Materials 
India 

Sector View: Cautious NIFTY-50: 25,051 

Cement prices tracking seasonal softness 

Our channel checks suggest pan-India cement prices have softened 

marginally (0-1% mom) in August 2025 similar to June-July 2025. The drift is 

in line with historic seasonal trends and shows resilience after a strong 

1QFY26. Cement demand saw a 3.5-4% yoy growth in 1QFY26, as per our 

tracking universe, which is lower than DIPP data’s 8.4% yoy. Margins 

improved sharply in 1QFY26, but we believe they have peaked. Back-ended 

capacity additions in FY2026E should bring prices/margins under pressure in 

2HFY26E. Remain cautious on the sector due to demanding valuations. 

Cement prices easing with seasonality in 2QFY26 

Our channel checks suggest that all-India average prices remain under pressure 

in 2QFY26E, though the quantum of decline ((-)1.2% qoq) has been limited thus 

far. Prices ex-south are largely stable over the past two months, whereas south 

prices have declined 2.7% qoq in 2QFY26E, partially reversing 1QFY26 gains.  

Tepid demand growth in 1QFY26 

Early monsoon impacted demand in May-June 2025. Volumes for our coverage 

universe grew 4.2% yoy, partially distorted by contribution from inorganic growth 

in ACEM and UTCEM. Our tracking universe’s (85% of industry) volumes grew 3.6% 

yoy, which is a better presentation of industry growth, whereas DIPP data reflects 

8.4% yoy growth in 1QFY26. Dealer feedback suggests low-mid single-digit 

demand growth across regions in the trade segment in July-August 2025. We 

estimate a 6% demand growth in FY2026E, factoring in a stronger 2HFY26E.  

Strong margins in 1QFY26 came at the cost of market share of a few  

In 1QFY26, our coverage saw higher realizations (+4.6% qoq) due to price hikes, 

more than offset by higher costs (+4.1% qoq). Margins expanded to multi-

quarter highs of ~Rs1,200/ton (+36% yoy, +6.4% qoq). Leaders such as UTCEM, 

SHREE and DALMIA lost market share in 1QFY26, which helped elevate 

prices/margins. We estimate a ~50 mtpa (+7.7% yoy) capacity addition in 

FY2026E, majorly in five companies. Capacity addition is back-ended—~40 

mtpa starting in 2HFY26E, which should bring the focus back on market share. 

The leader’s strategic recalibration should intensify the market share battle in 

2HFY26E and exert pressure on prices/margins. We believe margins have 

peaked in 1QFY26 and estimate EBITDA at Rs1,100/ton in FY2026E versus 

Rs1,200/ton in 1QFY26 for our coverage.   

Punchy valuations limit upside 

A potential GST rate cut for cement to 18% (from 28%) has led to a speculative 

rally in cement stocks on the expectation of higher demand/prices. We find it 

misplaced since cement demand is inelastic to prices, as it forms only <5% of 

construction costs. Cement prices are led by market competition, which would 

remain unchanged by lower GST. We believe that the valuations of most 

companies in our coverage universe are demanding. Strong supply addition over 

FY2026-28E should keep sector utilization and margins rangebound. UTCEM and 

DALBHARA are better placed than peers. TRCL and SRCM remain our top SELLs. 

Company data and valuation summary 

Source: Bloomberg, Company data, Kotak Institutional Equities estimates 

Prices in this report are based on the market close of  
 August 20, 2025 

August 20, 2025 

Full sector coverage on KINSITE 
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Cement prices saw 0.3% mom correction in August 2025, mainly led by the southern region 

 Exhibit 1: Quarterly trend in cement prices in India across geographies, March fiscal year-ends, August 2024-25E (Rs per 50 kg bag) 

 

Source: Industry data, Kotak Institutional Equities estimates 

 

All-India cement prices have eased in 2QFY26 due to seasonal factors 

 Exhibit 2: Quarterly trend in cement prices in India across geographies, March fiscal year-ends, 2QFY24-26E (Rs per 50 kg bag) 

 

Source: Industry data, Kotak Institutional Equities estimates 
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Inventory lag should marginally aid costs in 2QFY26E, but to be a headwind thereon 

 Exhibit 3: US pet coke prices (CFR basis), August 2023-25 (US$/ton) 
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Source: Industry data, Bloomberg, Kotak Institutional Equities estimates 

 

Domestic pet coke prices are stable versus March exit prices 

 Exhibit 4: Domestic pet coke prices, August 2023-25 (Rs /ton) 
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Source: Industry data, Bloomberg, Kotak Institutional Equities estimates 
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Imported coal prices continue to be muted, with spot prices around ~US$84/ton 

 Exhibit 5: Coal prices at Richard Bay, August 2023-25 (US$/ton) 
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Source: Industry data, Bloomberg, Kotak Institutional Equities estimates 

 

Diesel prices in India remain stable 

 Exhibit 6: Average retail price of diesel in major cities in India, August 2023-25 (Rs/ton, US$/bbl) 
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Source: Industry data, Bloomberg, Kotak Institutional Equities estimates 
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We expect cement spreads to decline in 2QFY26E on pricing headwinds 

 Exhibit 7: Spreads and EBITDA/ton for Indian cement companies, August 2020-25 (Rs/ton) 
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Source: Industry data, Bloomberg, Kotak Institutional Equities estimates 

 

According to DIPP, cement volumes grew 8.4% yoy during 1QFY26 

 Exhibit 8: Monthly cement production volumes in India, June 2022-25 (mn tons, %) 
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Source: Industry data, Bloomberg, Kotak Institutional Equities estimates 
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Cement volumes for coverage companies increased 4.2% yoy in 1QFY26 

 Exhibit 9: Quarterly volumes for cement companies, March year-ends, 1QFY24-26, FY2026-28E (mn tons) 

 

Source: Industry data, Bloomberg, Kotak Institutional Equities estimates 

 

Realization/ton improved qoq for all coverage companies in 1QFY26 

 Exhibit 10: Quarterly realization/ton for cement companies, March year-ends, 1QFY24-26, FY2026-28E (Rs/ton) 

 

Source: Industry data, Bloomberg, Kotak Institutional Equities estimates 

 

Cost/ton increased qoq by ~4%, mainly led by sequential operating deleverage and marginally higher fuel costs 

 Exhibit 11: Quarterly cost/ton for cement companies, March year-ends, 1QFY24-26, FY2026-28E (Rs/ton) 

 

Source: Industry data, Bloomberg, Kotak Institutional Equities estimates 

 

EBITDA/ton improved sequentially in 1QFY26, mainly due to higher prices, but we see it as peak 

 Exhibit 12: Quarterly EBITDA/ton for cement companies, March year-ends, 1QFY24-26, FY2026-28E (Rs/ton) 

 

Source: Industry data, Bloomberg, Kotak Institutional Equities estimates 
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We estimate higher EBITDA/ton in FY2026E for cement companies, led by recovery in prices and muted costs 

 Exhibit 13: Realization/ton, costs/ton, EBITDA/ton and volumes, March fiscal year-ends, 2020-28E (Rs/ton, mn tons) 

 

Source: Industry data, Bloomberg, Kotak Institutional Equities estimates 

 

We estimate 6.7% demand/supply CAGR in FY2025-28E to keep industry utilization capped below 70%  

 Exhibit 14: Realization/ton, costs/ton, EBITDA/ton and volumes, March fiscal year-ends, 2020-28E (Rs/ton, mn tons) 

 

Source: Industry data, Bloomberg, Kotak Institutional Equities estimates 
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 Exhibit 15: Valuation summary for cement companies in coverage universe 

Company (US$ mn) 19-Aug Rating 2025 2026E 2027E 2028E 2025 2026E 2027E 2028E 2025 2026E 2027E 2028E 2025 2026E 2027E 2028E 2025 2026E 2027E 2028E 2025 2026E 2027E 2028E

Large-cap. stocks

ACC 4,015 1,860           1,900     REDUCE 54 94 104 118 35 20 18 16 1.9 1.7 1.6 1.5 99 85 79 73 12.9 9.6 8.5 7.4 5.8      9.1       9.3       9.7       

Ambuja Cements 16,779 592              390         SELL 7 13 18 22 83 44 33 27 2.7 2.6 2.4 2.3 227 191 168 152 35.8 23.6 18.5 15.5 3.7      6.0       7.6       8.8       

UltraTech Cement 43,587 12,863        7,700     SELL 208 312 361 448 62 41 36 29 5.4 4.9 4.5 4.0 248 227 212 194 31.6 22.0 19.3 16.3 8.7      11.9    12.5    13.9    

Shree Cement 12,822 30,905        20,250   SELL 332 417 443 557 93 74 70 55 5.3 5.0 4.8 4.5 222 179 166 151 27.6 22.3 19.2 16.4 5.8      6.9       7.0       8.4       

Mid-cap. stocks

Dalmia Bharat 5,061 2,347           1,820     SELL 42       73       81       95       55 32 29 25 2.5 2.4 2.2 2.1 107 109 111 89 18.6 14.4 13.0 11.4 4.7      7.7       7.9       8.7       

J K Cement 6,574 7,399           3,350     SELL 103    141     164     208     72 52 45 36 9.4 8.1 7.0 5.9 274 221 217 207 30.2 23.5 20.5 17.4 15.0    16.6    16.6    17.9    

The Ramco Cements 2,952 1,087           620         SELL 3         17       26       33       351 65 42 33 3.4 3.2 3.0 2.8 147 137 111 107 24.5 18.4 15.7 13.6 3.7      8.2       7.3       8.8       

Nuvoco Vistas Corp. 1,879 458              390         REDUCE 1         9         12       18       748 52 38 26 1.8 1.8 1.7 1.6 94 101 77 68 14.6 12.5 10.4 8.6 2.9      4.4       5.7       6.8       

EV/EBITDA (X) RoE(%)

(Rs)

Market cap. CMP (Rs) Fair Value EPS (Rs) P/E (X) P/B (X) EV/ton of capacity (US$)

 

Source: Industry data, Bloomberg, Kotak Institutional Equities estimates 
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“Each of the analysts named below hereby certifies that, with respect to each subject company and its securities for which the analyst is 
responsible in this report, (1) all of the views expressed in this report accurately reflect his or her personal views about the subject companies 
and securities, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or 
views expressed in this report: Sumangal Nevatia, Siddharth Mehrotra, Keshav Kumar.” 
 
 
 

Ratings and other definitions/identifiers 

Definitions of ratings 

BUY. We expect this stock to deliver more than 15% returns over the next 12 months. 

ADD. We expect this stock to deliver 5-15% returns over the next 12 months. 

REDUCE. We expect this stock to deliver -5-+5% returns over the next 12 months. 

SELL. We expect this stock to deliver <-5% returns over the next 12 months. 

Our Fair Value estimates are also on a 12-month horizon basis. 

Our Ratings System does not take into account short-term volatility in stock prices related to movements in the market. Hence, a particular Rating may 
not strictly be in accordance with the Rating System at all times. 

 

 
 

Coverage view 

The coverage view represents each analyst’s overall fundamental outlook on the Sector. The coverage view will consist of one of the following 
designations: Attractive, Neutral, Cautious. 
 

Other ratings/identifiers 
 
NR = Not Rated. The investment rating and fair value, if any, have been suspended temporarily. Such suspension is in compliance with applicable 
regulation(s) and/or Kotak Securities policies in circumstances when Kotak Securities or its affiliates is acting in an advisory capacity in a merger or 
strategic transaction involving this company and in certain other circumstances. 

CS = Coverage Suspended. Kotak Securities has suspended coverage of this company. 

NC = Not Covered. Kotak Securities does not cover this company. 

RS = Rating Suspended. Kotak Securities Research has suspended the investment rating and fair value, if any, for this stock, because there is not a 

sufficient fundamental basis for determining an investment rating or fair value. The previous investment rating and fair value, if any, are no longer in 

effect for this stock and should not be relied upon. 

NA = Not Available or Not Applicable. The information is not available for display or is not applicable. 

NM = Not Meaningful. The information is not meaningful and is therefore excluded. 

Distribution of ratings/investment banking relationships

Kotak Institutional Equities Research coverage universe

Source: Kotak Institutional Equities

As of June 30, 2025

Percentage of companies covered by Kotak Institutional 

Equities, within the specified category.

* The above categories are defined as follows: Buy = We 

expect this stock to deliver more than 15% returns over 

the next 12 months; Add = We expect this stock to deliver 

5-15% returns over the next 12 months; Reduce = We 

expect this stock to deliver -5-+5% returns over the next 

12 months; Sell = We expect this stock to deliver less than 

-5% returns over the next 12 months. Our target prices 

are also on a 12-month horizon basis. These ratings are 

used illustratively to comply with applicable regulations. As 

of 30/06/2025 Kotak Institutional Equities Investment 

Research had investment ratings on 293 equity securities.

Percentage of companies within each category for which 

Kotak Institutional Equities and or its affiliates  has 

provided investment banking services within the previous 

12 months.
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