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Our Current Ratings 

Co 
Name 

EV/ Ton# 
 ($) 

Tgt 
Price 

% 
Upside

Rel. to 
sec* 

ACC  79   789   41  UP 
ACEM  119   101   25  UP 
Grasim  77   3,323   70  OP 
UTCEM  72   1,010   71  OP 
ICEM  87   217   55  N 
MC  93   3,948   50  N 
SRCM  31   1,617   175  OP 
PRSC  49   57   63  N 
Source: ENAM Research; *All recommendations 
are relative to sector avg. OP: Outperformer; 
N: Neutral; U: Underperformer, #: FY10E 

Capacity additions (ENAM Estimates) 

(mn tonnes) FY09 FY10 
North  10   4  
East  1   8  
South  14   11  
West  5   2  
Central  1   6  
All India  30   30  
Year end Capacity  225   255  
Effective Supply*  191   225  
Demand @ 9% 8% 
Demand (mn tonnes)  183   197  
Demand/Eff. Supply 96% 88% 

 COAL – BURNING KILN AND MARGINS TOO  
Coal, accounting for almost 35-40% of cost of production of cement 
(directly as a fuel in clinker making and indirectly in generation of 
captive power), is in short supply. The proportion of linkage coal (from 
Coal India at notified prices and at a discount) is constantly declining. 
The industry is forced to buy local coal from the open market at a 30-
60% premium and resort to costlier imports (adjusted for K/cal value). 
Imported coal currently accounts for ~20% of total requirement. Global 
thermal coal prices are currently cooling off after hitting a high of ~USD 
200 recently. However, given the global coal shortage, upside risk to 
cement industry is clearly evident. 

Coal Sources: Imported vs Local Local Linkage Coal 
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Source: Company, CMA, ENAM Research 

Cost Increase (Imported Coal) Australia Steam Coal  

 
(Rs/Bag) USD/tonne (CIF) 

   125 150 200 250

20  1  2  4  6 

40  2  3  7  11 

60  2  5  11  17 

Im
pt

d 
co

al
 a

s 
%

 o
f 

To
ta

l 

80  3  7  15  22 
 

0

50

100

150

200

250

Ap
r-

06
Ju

l-0
6

O
ct

-0
6

Ja
n-

07
Ap

r-
07

Ju
l-0

7
O

ct
-0

7
Ja

n-
08

Ap
r-

08
Ju

l-0
8

Source: ENAM Research 

In our view, Madras Cements, India Cements and other coastal players 
are vulnerable to a further rise in global coal prices. This aggravates 
margin compression, given the govt’s pressure to cap cement 
prices. However, allocation of captive coal blocks is a big positive in 
the long term if bids are at reasonable prices. So far, only Prism 
Cement and Jaiprakash Associates have been allotted coal blocks, 
which will be ready in the next few years. We believe the deregulation 
of the coal sector in India will alter the cost dynamics in the long term 
(Ref to page 7).  

Analyst: Jagdishwar Toppo 
Email: jagdishwar@enam.com 
Tel: 9122 6754 7605 

Nitesh Jain 
Email: nitesh.jain@enam.com 

(%) of Total 

*Assuming year beginning capacity at 95% 
utilization and capacity commissioned 
during the year at 80% utilization. 
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July’08 Demand: Domestic consumption growth was steady at 9% YoY with 
South, East and West registering a strong growth of ~12%. Mid-size players 
such as Shree, Madras Cements and Jaiprakash Associates posted 15-30% 
growth in July dispatches.  

Supply outlook: No new capacity commissioned during July’08. Small players 
are also facing delays in capacity additions along with large players like ACC 
and Grasim. Sagar Cements’ 2mn tonne AP brownfield expansion, which was to 
come on stream by the end of April’08, is not yet commissioned. We expect the 
supply situation to continue to remain tight for the rest of FY09.  

Pricing: Cement prices were stable during July’08. The WPI for cement was 
flat during the month. 

Outlook: The 3 month ‘no hike’ moratorium ended in mid August. We expect, 
cement prices to see an upswing in the second half as tightness continues in 
FY09.  

Investment Strategy: Margin pressure would escalate in Q2 of FY09 and 
therefore companies with surplus volume are best placed. Shree is our top pick 
in a short-term view. Given attractive valuations, companies such as 
UltraTech, Grasim remain relatively favorable picks on a one-year investment 
horizon. 
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Regional Snapshot (Demand & Supply) 

North: Sluggish demand growth of 5% but 
improved from YTD. YTD demand growth 
affected due to supply disruption in 
Rajasthan because of a social agitation in 
May 08.

North: Sluggish demand growth of 5% but 
improved from YTD. YTD demand growth 
affected due to supply disruption in 
Rajasthan because of a social agitation in 
May 08.

West: Strong demand growth of 12% due 
to below average monsoons. Supply 
continued to be  constrained with production 
in Gujarat declining yet again by  7% YTD. 

West: Strong demand growth of 12% due 
to below average monsoons. Supply 
continued to be  constrained with production 
in Gujarat declining yet again by  7% YTD. 

South: Robust demand growth of 12% on 
emphasis on infrastructure.  A.P. witnessed 
strong production growth of ~15% on the 
back of newly commissioned capacities.

South: Robust demand growth of 12% on 
emphasis on infrastructure.  A.P. witnessed 
strong production growth of ~15% on the 
back of newly commissioned capacities.

East: Impressive demand growth of 12% 
largely from Bihar and Orissa states.

East: Impressive demand growth of 12% 
largely from Bihar and Orissa states.

Central: Flat YoY demand.  Dispatches 
diverted to East because of higher prices.

Central: Flat YoY demand.  Dispatches 
diverted to East because of higher prices.

Capacity Additions Capacity

(mn tonnes) Mar-08 YTD FY09 Jul-08 Jul-08 YTD FY09
North 46                       - 46                       5                               4                               
East 26                       - 26                       12                             10                             
South 61                       4                         65                       12                             12                             
West 31                       - 31                       12                             9                               
Central 31                       - 31                       0                               5                               
All India 195                   4                        199                   9                              9                              

Demand growth YoY (%)
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(mn tonnes) Mar-08 YTD FY09 Jul-08 Jul-08 YTD FY09
North 46                       - 46                       5                               4                               
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Central 31                       - 31                       0                               5                               
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Demand growth YoY (%)

 
 * Total capacity as per CMA as at June 08 is 204mn tonnes. Our figure is only for integrated operations (clinker + cement). Source: CMA, ENAM Research  

Cement Dispatches – July 2008 

 (mn tonnes) 
July-08 Change

 YoY (%)
YTD FY09  

 
Change 

YoY (%)

ACC 1.7  4.6  6.9  1.9  

Ambuja Cem 1.4  (1.2) 5.9  1.6  

Grasim 1.3  1.2  5.3  (1.5) 

UltraTech Cem 1.1  3.7  5.1  2.4  

India Cem 0.9  5.8  3.2  4.3  

JP Associate 0.6  22.9  2.6  17.0  

Madras Cem 0.5  14.7  2.1  13.3  

Shree Cem 0.6  30.8  2.4  27.7  

Century Textiles 0.6  11.1  2.4  4.1  

Prism Cem 0.2  (0.1) 0.8  4.1  

All India 14.5  8.2  58.8  6.8  
Source: CMA, ENAM Research 
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Cement WPI (weekly)  Clinker & Cement Inventory 
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Source: OEA Source: CMA, ENAM Research 

Blending Ratio: Cement/Clinker (monthly) Australia Steam Coal (FOB)  
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Source: CMA, ENAM Research Source: Bloomberg 

Trend of Coal Procurement  
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Rs 9,000/tonne 
(6,200 K/cal)

Rs 3,500/tonne
(4,,000 K/cal)

Rs 2,500/tonne
(4,,000 K/cal)
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Valuation Summary 

Co. Name  Period Adj. PAT FDEPS FDEPS RoCE RoE P/E EV/EBITDA D/E Div. Yield EV/Tonne

   (Rs mn) (Rs) gwth (%) (%) (%)  (x)  (x) (x) (%) (USD)

ACC CY06  10,469   55.7   174   41   40   10.1   6.3   0.3   2.3  -  

(CMP: Rs 561) CY07  12,255   65.2   17   41   34   8.6   4.9   0.1   3.6  96  

(MCap: USD 2.4bn) CY08E  12,265   65.3   0   35   27   8.6   5.0   0.1   3.8  91  

 CY09E  12,395   66.0   1   31   23   8.5   4.8   0.0   4.0  79  

Ambuja Cements CY06  12,926   8.5   185   40   43   9.5   7.1   0.2   2.4  -  

(CMP: Rs 81) CY07  12,888   8.5   (1)  40   30   9.6   5.4   0.1   4.3  138  

(MCap: USD 2.8bn) CY08E  12,898   8.5   0   35   25   9.6   5.6   0.0   4.5  125  

 CY09E  13,271   8.7   3   32   22   9.3   5.5   0.0   4.7  119  

Grasim Industries FY07  18,757   204.6   108   34   29   9.6   5.5   0.6   1.4  -  

(CMP: Rs 1956) FY08  25,246   275.3   35   34   28   7.1   4.6   0.5   1.5  132  

(MCap: USD 4.1bn) FY09E  26,983   294.3   7   30   22   6.6   4.2   0.2   1.6  88  

 FY10E  29,694   323.8   10   30   20   6.0   3.4   0.0   1.8  77  

UltraTech FY07  7,863   63.2   247   43   56   9.4   5.7   0.9   0.7  -  

(CMP: Rs 591) FY08  10,100   81.1   28   41   45   7.3   5.0   0.6   0.8  115  

(MCap: USD 1.7bn) FY09E  10,449   83.9   3   33   33   7.0   4.7   0.4   1.1  91  

 FY10E  11,056   88.8   6   33   27   6.7   3.8   0.1   1.1  72  

India Cements FY07  4,739   18.2   -   22   43   7.7   7.4   1.5   1.2  -  

(CMP: Rs 140) FY08  7,103   25.2   38   26   36   5.6   4.8   0.7   1.4  134  

(MCap: USD 0.9bn) FY09E  5,722   20.3   (19)  21   20   6.9   5.1   0.5   1.5  105  

 FY10E  6,000   21.3   5   20   18   6.6   4.6   0.4   1.5  87  

Madras Cements FY07  3,082   255.2   -   42   58   10.3   6.8   1.0   0.9  -  

(CMP: Rs 2633) FY08  4,083   343.0   34   34   50   7.7   6.3   1.7   1.5  179  

(MCap: USD 0.7bn) FY09E  4,216   354.2   3   26   37   7.4   5.5   1.2   1.5  131  

 FY10E  5,236   439.9   24   30   34   6.0   4.1   0.6   1.7  93  

Jaiprakash Asso. FY07  5,041   4.6   -   12   16   34.1   15.4   2.4   0.4  -  

(CMP: Rs 157) FY08  6,090   4.9   7   13   12   32.0   14.6   1.1   0.5  -  

(JPAap: USD 4.2bn) FY09E  7,263   5.8   19   12   11   26.8   13.1   1.0   0.5  -  

 FY10E  9,372   7.5   29   14   13   20.8   10.8   0.9   0.6  -  

Century Textiles FY07  4,152   44.6   -   27   44   10.5   8.6   1.2   0.8  -  

(CMP: Rs 468) FY08  4,010   43.1   (3)  23   34   10.9   8.2   1.1   1.0  -  

(MCap: USD 1bn) FY09E  3,850   41.4   (4)  20   27   11.3   8.1   1.2   1.0  -  

 FY10E  3,753   40.3   (3)  17   22   11.6   8.5   1.7   1.0  -  

Shree Cement FY07  1,573   45.1   -   18   42   13.0   4.4   2.0   1.0  -  

(CMP: Rs 589) FY08  3,408   97.8   117   29   60   6.0   2.6   2.0   1.4  58  

(MCap: USD 0.5bn) FY09E  4,228   121.4   24   30   49   4.9   2.1   1.2   2.0  47  

 FY10E  5,641   161.9   33   35   43   3.6   1.5   0.7   2.4  31  
Source: ENAM Research, EV/tonne is calculated based on year end capacity, Note:  prices as on 26th August 2008 
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Valuation Summary 

Co. Name  Period Adj. PAT FDEPS FDEPS RoCE RoE P/E EV/EBITDA D/E Div. Yield EV/Tonne

   (Rs mn) (Rs) gwth (%) (%) (%)  (x)  (x) (x) (%) (USD)

Birla Corp FY07  3,251   42.2   -   60   62   3.9   3.1   0.4   2.1  -  

(CMP: Rs 164) FY08  3,933   51.1   21   51   47   3.2   2.6   0.3   2.4  59  

(MCap: USD 0.3bn) FY09E  3,446   44.8   (12)  36   30   3.7   2.6   0.2   2.9  40  

 FY10E  3,786   49.2   10   33   26   3.3   1.8   0.1   2.3  30  

Dalmia Cement  FY07  1,187   14.7   -   14   20   14.4   10.7   1.3   0.9  -  

(CMP: Rs 211) FY08  2,378   29.4   100   19   26   7.2   6.8   1.5   0.7  210  

(MCap: USD 0.4bn) FY09E  2,620   32.4   10   17   22   6.5   6.2   1.2   0.7  126  

 FY10E  4,716   58.3   80   25   30   3.6   3.6   0.7   0.8  73  

Kesoram Industries FY07  2,657   58.1   -   29   50   4.7   5.5   1.3   1.4  -  

(CMP: Rs 275) FY08  3,834   83.8   44   33   47   3.3   3.6   1.2   2.0  95  

(MCap: USD 0.3bn) FY09E  3,980   87.0   4   27   34   3.2   3.3   0.9   2.1  55  

 FY10E  4,176   91.3   5   25   27   3.0   2.6   0.5   2.2  41  

Mangalam Cement FY07  813   28.8   -   67   65   3.2   2.4   0.5   -    -  

(CMP: Rs 92) FY08  1,197   42.4   47   59   67   2.2   2.0   0.3   2.2  72  

(MCap: USD 0.1bn) FY09E  986   34.9   (18)  44   38   2.6   1.8   0.1   5.4  64  

 FY10E  1,147   40.6   16   42   33   2.3   0.9   0.1   5.7  25  

Binani Cement FY07  956   4.7   -   21   34   11.4   7.7   2.3   3.7  -  

(CMP: Rs 54) FY08  1,758   8.7   84   26   49   6.2   5.4   1.9   4.6  90  

(MCap: USD 0.2bn) FY09E  2,842   14.0   62   34   54   3.8   3.5   1.0   5.1  63  

 FY10E  3,685   18.1   30   42   47   3.0   2.2   0.3   5.6  50  

Sanghi Industries FY07  1,428   4.7   -   16   29   11.7   8.5   1.7   -    -  

(CMP: Rs 55) FY08  1,055   3.5   (26)  13   17   15.8   9.7   1.4   -    179  

(SNGIap: USD 0.3bn) FY09E  1,069   3.5   1   12   14   15.6   10.4   1.3   -    197  

 FY10E  1,016   3.3   (5)  10   12   16.4   11.8   1.9   -    250  

Prism Cement FY07  1,928   6.5   -   78   58   5.4   2.7   -     2.9  -  

(CMP: Rs 35) FY08  2,416   8.1   25   62   47   4.3   2.3   -     2.9  59  

(MCap: USD 0.2bn) FY09E  2,497   8.4   3   39   34   4.2   3.0   0.4   2.9  61  

 FY10E  3,090   10.4   24   31   32   3.4   3.0   0.6   2.9  49  
Source: ENAM Research, EV/tonne is calculated based on year end capacity, Note:  prices as on 26th August 2008 
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Coal Sector Deregulation? 

 

Source: DNA Money, dated 27-8-2008 
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