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INDIAN CEMENT SECTOR

Operating margins expected to
improve by 200-240 bps in FY2024
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Cement volumes are expected to grow
by 7% in FY2024 to 416 million MT,
supported by demand from the
housing and infrastructure sectors.
However, the utilisation is likely to
remain moderate at around 68-69%,
on an expanded base.

The cost-side pressures are likely to
witness some easing resulting in an
increase in operating margins by 200-
240 bps YoY to around 16.3%-16.7% in
FY2024.
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Cement volumes: Cement volumes stood higher by ~10% YoY to 319 million MT in 10M FY2023 and
are expected to grow by 8% in FY2023 to around 389 million MT. In FY2024, volume growth is
expected to be ~7% to around 416 million MT.

Supply addition - Capacity additions are expected to increase to around 28-30 MTPA in FY2023 and
33-36 MTPA in FY2024 from around 25 MTPA in FY2022. The eastern region (20-22 MTPA addition) is
expected to lead the expansion, followed by the central region (16-18 MTPA) during FY2023-24. In
FY2024, despite an expected increase in demand, the utilisation is likely to remain moderate at
around 69%, on an expanded base.

Cement prices and input costs —The average pan-India cement prices in 11M FY2023 stood at similar
levels YoY at around Rs. 375-380/bag. In 11M FY2023, prices of coal, pet coke and diesel were higher
by 115%, 36% and 3% YoY, respectively. However, on a QoQ basis, the input costs reduced in Q3
FY2023 and are expected to further moderate in FY2024 resulting in improvement in operating
margins.

Outlook on revenues and profitability - While the revenues of the ICRA sample are estimated to
increase by ~12-14% in FY2023, the elevated input costs adversely impacted the operating margins,
to contract by around 600-690 bps to ~13.8%-14.9% in FY2023. Revenues in FY2024 are likely to
increase by 8-10% and with an expected easing of cost-side pressures, operating margins are likely to
improve by 200-240 bps YoY to around 16.3%-16.7% in FY2024.

Outlook on debt coverage metrics — Given the moderation in earnings, the debt dependence is likely
to be higher to fund the ongoing capex which is estimated to deteriorate the leverage (TD/OPBIDTA)
and coverage (DSCR) to 1.7x and 1.9x, respectively, in FY2023 from 1.2x and 2.2x, respectively, in
FY2022. The debt metrics in FY2024 are likely to largely remain similar to FY2023, with leverage
(TD/OPBIDTA) and coverage (DSCR) of 1.7x and 1.8x, respectively.

ICRA’s sample includes ACC Limited (ACC), Ambuja Cements Limited (ACL), JK Cements Limited (JKCL), JK Lakshmi Cement Limited (JKLC), The India Cements Limited (ICL),
The Ramco Cements Limited (RCL), UltraTech Cement Limited (UCL), Dalmia Bharat Limited (DBL), Birla Corporation Limited (BCL), Shree Cement Limited (SC), Sagar

Cements Limited (SCL), Heidelberg Cement India Limited (HCL)

— 3
www.icra.in
R



@ ICRA Analytical Contact Details

. Hemanth Vasishta
Rajeshwar Burla Anupama Reddy Tushar Bharambe .
Attaluri
Group Head Co Group Head Sector Head Senior Analyst
'}@4’ rajeshwar.burla@icraindia.com  anupama.reddy®@icraindia.com tushar.bharambe®@icraindia.com vasishta.attaluri@icraindia.com
@ 040- 4547 4829 040- 4547 4829 022- 6169 3347 040- 4547 4829

@ O © © 0

-



@ ICRA Business Development/Media Contact Details

g L. Shivakumar Jayanta Chatterjee Naznin Prodhani

Executive Vice-President Executive Vice-President Head Media & Communications
'}@ I< shivakumar@icraindia.com jayantac@icraindia.com communications@icraindia.com
@ 022- 6114 3406 080-4332 6401 0124 — 4545 860

@ O © © 0

-



ICRA

© Copyright, 2023 ICRA Limited. All Rights Reserved.

All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care has
been taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular,
makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of
its group companies, while publishing or otherwise disseminating other reports may have presented data, analyses and/or opinions that may be
inconsistent with the data, analyses and/or opinions in this publication. All information contained herein must be construed solely as statements of
opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents.




& o

Thank You!

I




