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On a strong footing...

About the stock: Ambuja Cements, a part of Adani Group, is a Pan-India cement

(O]
manufacturer with a market share of ~15% at present. -la'
e Asof September 24, company’s cement capacity stands at 97 mtpa (including -8_
Penna Cement & Orient Cement). . )
Particulars
Q2FY25 Result: Consolidated revenue increased by 1.2% YoY (-9.6% QoQ) to X Particular Amount >
7516 crores, led by volume growth of 8.4% YoY (-10.1% QoQ). Sales realisation Market Capitalisation ( X Crore) 1,41,553 g
declined by 6.6% YoY (+0.6% QoQ). EBITDA/ton was down 21.2% YoY (-3.4% QoQ) FY24 Gross Debt ( X Crore) 37 o
to X 783/ton, Subsequently, EBITDA declined by 14.6% YOY (-13.2% QoQ) to X FY24 Cash( X Crore) 11,068 E
1111.4 crores. PAT declined by 52.1% YoY (-26.1% QoQ) to X 473 crores EV (X Crore) 1,30,521 8
Investment Rationale: 2 v,vee'( Hfﬂ' (Rs) 7077404
Equity Capital 4395
e Volume growth to remain strong led by aggressive capacity additions: Face Value 2.0

Ambuja’s consolidated volume growth of 5.3% YoY in H1FY25 remains better-

than-industry, led by led by aggressive capacity additions (including additions Shareholding pattern

through acquisitions of Sanghi & Penna). Company’s capacity has been Dec-23 Mar-24 Jun-24 Sep-24
recently increased to 97.4 mtpa (post the acquisition of Orient Cement). Promoter ~ 632 667 703 676
Further, company is aggressively expanding its capacities (through organic or Fil 119 111 96 106
in-organic route) to reach 118 mtpa by FY26E with a target to reach 140 mtpa pil 156 142 130 150

Others 9.4 7.9 7.0 6.8

Price Chart
e Focus on operational efficiencies to further improve EBITDA/ton: Ambuja’s 250

EBITDA/ton contracted by 23.5% YoY to X 797/ton in H1FY25 due to lower 200

realisations & higher RM cost/ton. However, we believe company’s profitability 150

to improve substantially going ahead, led by demand pick-up, improvement in

prices & sharp focus on cost savings and operating leverage benefits. The cost w0

saving measures would be primarily led by increasing share of low-cost green =
0 i

power (targets 60% by FY28E from ~18% at present), increasing share of " ¥

. . L. . . 01-04-2021 01-01-2023 . 02-10-2024
captive coal, further optimising logistics & raw material cost (driven by group BSE Sensex  —— Ambuja
synergies) & increase in share of premium products. Management targets to

save total cost/ton further by ~Rs 350/ton by FY28E. We expect EBITDA/ton

to improve to X 1252/ton in FY27E (vs Rs 87 1/ton in FY25E)

by FY28E (aiming for 20% market share vs 15% at present). We estimate
company’s consolidated volumes to grow at ~13% CAGR over FY24-27E

(i) Slowdown in demand (ii) Delay in
Rating and Target Price capacity expansion (i) Increase in

e With double-digit volume growth (on aggressive capacity additions), Ambuja commodity prices (iv) High competition

is well positioned to gain market share over the next few years. Moreover, a Research Analyst

better cost saving structure and cash rich balance sheet, we believe that
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company’s financial performance to improve substantially in the coming Vijay Goel
period. We expect revenue growth of 12.3% CAGR over FY24-27E, while vijay.goel@icicisecurities.com
EBITDA & PAT CAGR at 18.5% & 20.6% respectively over the same period Ankit Shah
e Werevise downward our EBITDA estimates for FY25E/FY26E/27E respectively ankit.shahl@icicisecurities.com
to factor in lower-than expected sales realisation. We have cut our target price
to X 690 per share (based on 18x EV/EBITDA to consolidated business) and
adjusted the value of minorities (ACC & Sanghi). Recommend BUY
(Year-end March) cy21 Fy23* FY24 3(\;%::_:2‘5)': FY25E FY26E FY27E 3(\;‘:;;(_::‘763
Revenues 28,965 38,937 33,160 10.6% 33,717 41,185 46,983 12.3%
EBITDA 6,210 5,122 6,400 8.5% 5,530 8,201 10,640 18.5%
EBITDA margin (%) 21.4 13.2 193 16.4 19.9 22.6
Net Profit 2,780 2,583 3,577 14.8% 2,768 4,723 6,277 20.6%
EPS (Rs) 14.0 13.0 18.0 11.2 19.2 255
P/E (x) 39.8 44.2 335 51.2 30.0 22.6
EV/EBITDA (x)# 26.2 318 25.5 29.5 19.9 153
RoCE (%) 213 13.3 143 9.1 12.8 153
ROE (%) 113 8.2 8.2 5.3 8.5 10.2

Source: Company, ICICI Direct Research * FY23 is 15 months period ACAGR calculated after adjusting FY23 for 12 months  #calculated adjusting ACC & Sanghi minority interest
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Q2FY25 Result Highlights:

e Consolidated revenue improved by 1.2% YoY to X 7516 crores, led by volume
growth of 8.4% YoY to 14.2 MT, which was partially offset by lower sales
realisation by 6.6% YoY. On sequential basis, revenue de-grew by 9.6% led
by decline in volumes by 10.1% coupled with flattish sales realization

e EBITDA/ton declined by 21.2% YoY to X 783/ton, driven by lower sales
realization & higher raw material cost per tonne on YoY basis. On sequential
basis, EBITDA/ton declined by 3.4%, led by negative operating leverage

e  Subsequently, EBITDA decreased by 14.6% YoY (-13.2% QoQ) to X 1111.4
crores. PAT declined 40.4% YoY (-26.1% QoQ) to X 472 crores

Q2FY25 earnings call highlights:

e The company aims to increase its pan India market share of 20% by FY28
(from 15% at present)

e The company added 70 million tonne of limestone reserves in Q2FY25 with
total reserves reaching 8.2 billion MT.

e The company is in process of expanding its consolidated capacity to 118
mtpa (including 10 mtpa of Penna Cement, 8.5 mtpa of Orient Cement & 20
mtpa of expansion) by FY26 & 140 mtpa by FY28. At present, capacity stands
at 97.4 MT (including Penna Cement & Orient Cement)

e Penna Cement had a utilization of close to 70% in Q2FY25 (was operational
for 45 days). The acquisition cost of Penna was X 10400 crores (X 7800
already paid, balance to paid by FY26E)

e  The company expects 6.4 MT of cement (2.4 MT each in Sankrail & Farakka,
1.6 MT in Sindri) & 4 MT of clinker to commence in Q4FY25

e The acquisition of Orient Cement lead to synergy benefits like increase in
footprint, reduce lead distance (to result in lower logistics cost) & improve
efficiency

e The focus remains on organic & in-organic growth. The company is looking
for opportunities in-organically

e The company has guided for organic growth capex (consolidated basis) of X
7000-8000 crores (already spent X 3500 crores in 1HFY25) in FY25. They
have also guided for capex of X 1000 crores in FY25 in ACC.

e The company has guided for industry volume growth of 4 -5% in FY25E (8-
9% in 2HFY25).

e  During the quarter, Penna & My Home posted 1 lakh tonne each of cement
volumes.

e  MSA volumes during the quarter stands at 3.7 MT vs 4.4 MT in Q1FY25.

e Realisation were better owing to higher OPC sales, premium products &
better market mix

e In terms of cost/ton, the company has guided for total cost saving of X
500/ton (out of which X 150/t has been already accrued). The company plans
to cut cost through captive coal mines, increased share of sea freight in total
freight mix, increase share of renewable in total power mix

e The company aim to increase its Waste Heat Recovery System to 218 MW
by FY25 (196 MW at present. The company plans to increase its green share
to 60% by FY28E (18% at present). This will translate into savings of X
90/ton.

e  Fuel cost during the quarter reduced to X 1.59/kcal vs X 1.82/kcal in Q1FY25.
e  Ambuja Cement has been holding coal inventory of 65-70 days

e Lead distance stood at 271 km in Q2FY25. The company plans to reduce its
lead distance time by 100 km by FY28/FY29. Further, X 50-60/ton saving is
expected from logistics cost

e The share of premium products stood at 26% of trade sales

e Incentives booked during the quarter is X 250 crores & is expected to be X
600-650 crores.
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e Cash & bank balance stood at X 10100 crores in Q2FY25. Cash utilization
during 1%t half of the year (X 5000 crores towards capacity expansion, X 7800
crores towards Penna Cement acquisition, X 560 crores towards dividend &
X 4000 crores towards WC requirement).

Exhibit 1: Quarterly Analysis

Q2FY25 Q2FY24 YoY (%) Q1FY25 QoQ (%) Comments
Operating Income 7,516.1 7,424.0 1.2 8,311.5 -9.6 Revenue decreased due to decline in sales realisation
Other income 374.0 476.0 -21.4 354.7 5.4
Total Revenue 7,890.1 7,900.0 -0.1 8,666.2 -9.0
Raw materials costs 1,420.2 1,033.0 375 1,577.3 -10.0
Employees Expenses 348.6 341.2 2.2 317.0 9.9
Other Expenses 974.3 1,030.5 -5.5 1,157.7 -15.8
Total Expenditure 6,404.7 6,122.1 4.6 7,031.7 -89
EBITDA 1,111.4 1,301.8 -14.6 1,279.8 -13.2 Margins declined due to lower sales realization &
EBITDA margins (%) 14.8 17.5 -275 bps 15.4 -61 bps higher raw material cost per tonne
Interest 66.9 61.3 67.8
Depreciation 552.0 380.9 44.9 476.1 15.9
Tax 239.8 352.5 -32.0 310.9 -22.9
PAT 472.9 793.0 -40.4 639.9 -26.1

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY25E FY26E FY27E
Comments

Rs Crore oid New Change (%) old New Change (%) oid New Change (%)
Revenue 35464.0 33716.7 -4.9 42101.0 41184.9 -2.2 48497.0 46983.3 -3.1
EBITDA 6364.0 5530.3 -13.1 9150.0 8200.7 -10.4 11814.0 10639.7 -9.9 Estimates revised downwards factoring in lower realisations
EBITDA Margin (%) 17.9 16.4 21.7 19.9 244 226
PAT 3208.0 2767.7 -13.7 5243.0 47233 -9.9 6976.0 6276.8 -10.0
EPS (Rs) 13.0 11.2 -13.6 21.3 19.2 -10.0 283 255 -10.0

Source: Company, ICICI Direct Research

Exhibit 3: Company targets to reach 140 mtpa by FY28E
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Source: Company, ICICI Direct Research

Exhibit 4: Volumes to grow at ~13% CAGR over FY24-27E Exhibit 5: EBITDA/ton to improve over FY25E-FY27E (Rs/ton)
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Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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Financial summary - Consolidated

Exhibit 6: Profit and loss statement Exhibit 7: Cash flow statement X crore

(Year-end March) FY24 FY25E FY26E FY27E (Year-end March) FY24 FY25E FY26E FY27E
Revenue 33,160 33,717 41,185 46,983 Profit after Tax 3,577 2,768 4,723 6,277
% Growth (14.8) 1.7 22.1 14.1 Depreciation 1,623 2,225 2,677 3,101
Other income 1,166 1,411 1,623 1,867 Interest 276 272 245 220
Total Revenue 33,160 33,717 41,185 46,983 Cash Flow before WC changes 5,477 5,265 7,645 9,598
% Growth (14.8) 1.7 22.1 14.1 Changes in inventory (336) 6 (798) (620)
Total Raw Material Costs 4,923 6,410 7,790 8,713 Changes in debtors (59) ® (270) (210)
Employee Expenses 1,353 1,413 1,540 1,679 Changes in loans & Advances 2 ) - @
Other expenses 20’ 185 20’36 4 23'65 4 25’953 Changes in other current assets 1,491 100 (523) (406)
Total Operating Expenditure 26,760 28,186 32,984 36,344 2:::1"2':‘::2': d(i:t‘;"r:"t Assets 3'§g; (sgg) (z,ggg) ‘z’gig)
Operating Profit (EBITDA) 6,400 5,530 8,201 10,640 Chqn:es in provisions 28 (13) 15 2
% Growth 24.9 (13.6) 48.3 29.7 Net Inc in Current Liabilities 611 (5) 1,536 1,183
Interest 276 272 245 220
PBDT 7,290 6,670 9,579 12,286 Net CF from Operating activities 9,351 4,758 6,495 8,322
Depreciation 1,623 2,225 2,677 3,101
PBT before Exceptional Items 5,666 4,444 6,902 9,185 Changes in deferred tax assets 1,091 _ _ _
Total Tax 1,163 889 1,380 1,837 (Purchase)/Sale of Fixed Assets (10,593) (20,500) (7,000) (7,000)
PAT before MI 4,715 3,556 5,522 7,348 Net CF from Investing activities (7,136) (19,327) (8,671) (7,374)
PAT 3,577 2,768 4,723 6,277
% Growth 38.5 (22.6) 70.7 32.9 Dividend and Dividend Tax (496) (659) (791) (887)
EPS 16.3 11.2 19.2 25.5 Net CF from Financing Activities 5,893 7,461 (1,036) (1,107)
Source: Company, ICICI Direct Research

Net Cash flow 8,108 (7,109) (3,213) (159)

Opening Cash/Cash Equivalent 2,960 11,068 3,959 747

Closing Cash/ Cash Equivalent 11,068 3,959 747 588

Source: Company, ICICI Direct Research

Exhibit 8: Balance sheet X crore Exhibit 9: Key ratios

(Year-end March) Fy24 FY25E FY26E FY27E (Year-end March) FY24 FY25E FY26E FY27E
Equity Capital 440 493 493 493 EPS 18.0 11.2 19.2 25.5
Reserve and Surplus 41,015 51,462 55,394 60,784 Cash per Share 59.6 19.2 6.1 5.5
Total Shareholders funds 41,454 51,955 55,887 61,277 DPS 14.0 14.0 15.0 16.0
Total Debt 37 37 37 37 BV 208.8 210.9 226.9 248.8
Total Liabilities 53,186 63,686 67,619 73,009 EBITDA Margin 193 16.4 19.9 22.6
Gross Block 23,033 46,107 56,107 64,107 PAT Margin 108 8.2 115 134
Acc: Depreciation 9,492 11,717 14,394 17,495 RoE 8.2 53 8.5 102
Net Block 19,957 34,390 41,713 46,612 RoCE 143 9.1 12.8 15.3
Capital WIP 2,658 6,500 3,500 2,500 RolC 15.7 6.9 10.0 12.4
Total Fixed Assets 35,047 53,322 57,645 61,544 EV/EBITDA 255 29.5 19.9 15.3
Non Current Assets 5,336 4,164 5,835 6,209 P/E 335 51.2 30.0 226
Inventory 3,609 3,603 4,401 5,020 EV/ton ($) 249 206 175 158
Debtors 1,213 1,219 1,489 1,699 EV /Net Sales 3.9 4.1 34 3.0
Other Current Assets 2,460 2,360 2,883 3,289 Sales / Equity 0.8 0.6 0.7 0.8
Cash 11,068 3,959 747 588 Market Cap / Sales 4.3 4.2 34 3.0
Total Current Assets 24,093 17,486 16,960 19,260 Price to Book Value 2.8 2.7 2.5 2.3
Current Liabilities 3,109 3,159 3,859 4,402 Asset turnover 0.8 0.6 0.7 0.8
Provisions 256 90 91 92 Debtors Turnover Ratio 28.0 27.7 30.4 29.5
Total Current Liabilities 12,111 12,106 13,642 14,825 Creditors Turnover Ratio 11.3 10.8 11.7 11.4
Net Current Assets 11,982 5,380 3,318 4,435 Debt / Equity 0.0 0.0 0.0 0.0
Total Assets 53,186 63,686 67,619 73,009 Current Ratio 0.9 0.9 1.0 1.0
Source: Company, ICICI Direct Research Quick Ratio 0.4 0.4 0.5 0.5

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
ﬂICICI direct.com NC1
Invcslnunu'o'::ow Fingertips BROKER
ICICI Securities Ltd. |@l 755 asmins
N Analyst Award 2012 -
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

1/We, Vijay Goel, MBA (Finance), Ankit Shah, Chartered Accountant Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in
this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to
the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.
ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
— INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi,
Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various
subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of
which are available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agarwal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com

For any queries or grievances: Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons
reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to
focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and
Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and
opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities
indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not
treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment
or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make
their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of
independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates,
foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not
necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results
may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any
other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report
for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger
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ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last
day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of
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