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Company details

Price target: Rs750

Market cap: Rs16,953 cr

52-week high/low: Rs765/479

NSE volume: (No of shares) 2.3 lakh

BSE code: 500260

NSE code: RAMCOCEM

Sharekhan code: RAMCOCEM

Free float: (No of shares) 13.5 cr

Price chart

Shareholding pattern

Price performance

Stock Update
Higher fuel cost impacts margin 

(%) 1m 3m 6m 12m

Absolute 4.2 5.0 5.4 15.3

Relative to Sensex -3.1 1.5 -7.1 -5.6

The Ramco Cements

Reco: Hold  |  CMP: Rs720

Key points

 �  Higher fuel cost and slowdown in Tamil Nadu 
continues to impact margins: The Ramco 
Cements (Ramco) posted 5% YoY growth in net 
sales to Rs1,066 crore during Q2FY2018. This 
was on account of a 6.3% YoY growth in cement 
volume and 1% YoY increase in the blended 
realization. The slowdown in Tamil Nadu, its 
key market due to drought and sand shortage 
continues to keep volume under pressure in the 
Southern region but Eastern markets continue 
to grow at healthy pace. The Operating Profit 
Margin (OPM) declined sharply by 644basis 
points YoY to 28.3% on account of higher power 
& fuel (up 35% YoY on per tonne basis due to 
rise in the petcoke price) and higher freight 
expenses (up 10.9% YoY on per tonne basis). 
Consequently, the blended EBITDA per tonne 
was also declined by 18% YoY to Rs1,071. Led by 
a sharp decline in the OPM which was partially 
offset by decline in the interest cost (down 38.7% 
YoY), the PAT declined by 18.6% YoY to Rs168.5 
crore.

 �  Benefits of capacity expansion (3.1MTPA) to be 
back ended: Ramco plans to expand its satellite 
grinding capacity by 3.1MTPA (2MTPA in the 
West Bengal and Odisha while the remaining 
1MTPA in Andhra Pradesh) at a capital cost of 
Rs1,095 crore. Although the strategy to expand 
in East (to help increase market share) and 
Andhra Pradesh (high growth market) seems to 
be a step in the right direction,  the benefit of 
the same would be back ended as expansion 
would be complete in 18months period. Hence, 
we do not factor any volume growth from the 
likely expansion in our estimates. 

 �  Outlook - all eyes on price hike and cement 
demand recovery in H2FY2018: The low 
capacity utilisation in the Southern region 
and the elevated level of fuel and freight cost 
is expected to act as a constraint for margin 
improvement in the near term. Hence, hike in the 
cement prices, recovery in the cement demand 
and cost containment measures would be the 
key monitorables in H2FY2018. 

 �  Valuation - maintain Hold and PT of Rs750: We 
have fine tuned our FY2018 and FY2019 earnings 
estimates. We do not see any significant positive 
triggers in the near term given that the benefits 
of capacity expansion would be back ended. 
Further, high operating cost (fuel and freight) is 
expected to keep margins under check. Hence, 
we maintain our Hold rating and price target of 
Rs750 on the stock.
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Results                                                                                                                               Rs cr

Particulars Q2FY18 Q2FY17 YoY (%) Q1FY18 QoQ (%)

Net Sales 1066.4 1015.7 5.0 1028.8 3.7

Total Expenditure 764.9 663.1 15.3 738.4 3.6

Operating profits 301.5 352.6 -14.5 290.4 3.8

Other Income 7.2 6.0 20.7 5.2 38.0

EBIDTA 308.8 358.5 -13.9 295.7 4.4

Interest 17.3 28.2 -38.7 15.5 11.8

PBDT 291.5 330.4 -11.8 280.2 4.0

Depreciation 71.8 66.7 7.7 72.0 -0.3

PBT 219.7 263.7 -16.7 208.2 5.5

Tax 51.2 56.7 -9.8 52.4 -2.4

Reported Profit After Tax 168.5 207.0 -18.6 155.8 8.2

Adjusted PAT 168.5 207.0 -18.6 155.8 8.2

EPS (Rs) 7.1 8.7 -18.6 6.5 8.2

OPM  (%) 28.3 34.7 -644 bps 28.2 4 bps

PAT margin (%) 15.8 20.4 -458 bps 15.1 66 bps

Tax rate (%) 23.3 21.5 179 bps 25.2 -189 bps

Valuation Rs cr

Particulars FY16 FY17 FY18E FY19E

Net sales 3,573 3,950 4,257 4,707

Growth (%) -0.6 10.5 7.8 10.6

EBDITA 1,072 1,176 1,213 1,362

EBDITA margin 30.0 29.8 28.5 28.9

Adjusted PAT 518 649 687 804

Growth (%) 119.6 25.3 5.9 17.0

EPS diluted (Rs) 21.8 27.3 29.2 34.1

PE (x) 33.1 26.4 24.7 21.1

P/BV (x) 5.5 4.6 4.1 3.5

EV/EBDITA (x) 17.8 15.6 14.8 13.0

EV/sales (x) 5.3 4.6 4.2 3.7

ROE (%) 18.1 19.0 17.4 17.7

ROCE (%) 10.9 12.3 12.3 13.3
*Factoring in buy-back of 25lakh shares 

Per tonne analysis (blended basis)    Rs per tonne

Particulars Q2FY17 Q3FY17 Q4FY17 Q1FY18 Q2FY18 YoY (%) QoQ (%) 

Volume (tonnes)   2,025,000   1,988,000   2,277,000   2,150,000   2,152,000 6.3 0.1

Realisation          4,580          4,648          4,435          4,487          4,625 1.0 3.1

Total RM             780             830             862             740             740 -5.2 0.0

Employee Expense             346             351             295             349             369 6.6 5.8

Power & Fuel             594             645             617             782             802 35.0 2.5

Transportation & Handling             883             891             901             930             979 10.9 5.3

Other Expenses             672             645             722             634             665 -1.0 4.9

Total Expenditure per tonne          3,275          3,362          3,398          3,434          3,554 8.5 3.5

EBDITA per tonne         1,306          1,286          1,037          1,052          1,071 -18.0 1.8
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