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Company details

Price target: Rs4,330

Market cap: Rs104,094 cr

52-week high/low: Rs4490/3264

NSE volume: (No of shares) 3.1 lakh

BSE code: 532538

NSE code: ULTRACEMCO

Sharekhan code: ULTRACEMCO

Free float: (No of shares) 10.4 cr

Price chart

Shareholding pattern

Price performance

Stock Update
Roadmap laid out for acquired assets; Upgrade to Buy with a revised PT of Rs. 4,330

(%) 1m 3m 6m 12m

Absolute -3.4 15.2 -4.0 -11.7

Relative to Sensex -4.4 7.7 -2.8 -12.8

UltraTech Cement

Reco: Buy  |  CMP: Rs3,790

Key points

 �  Operationally in-line performance as strong 
growth in volume and realisation gets largely 
offset by lower margins: UltraTech Cement 
(UltraTech) reported an 18% y-o-y increase in 
its standalone revenue to Rs. 8,813 crore during 
Q3FY2019. Growth was led by 13% y-o-y volume 
growth and a 4.4% y-o-y increase in realisation. 
Volume growth was healthy despite 15 days 
construction ban in NCR, lower demand in 
festive season and election period in few states. 
EBITDA per tonne declined by 3% y-o-y to Rs. 
777 because of increased power and fuel cost 
per tonne (up 19% y-o-y, led by higher petcoke 
price) and freight cost per tonne (up 3.6% 
y-o-y, led by higher diesel cost). Consequently, 
operating profit grew by 9.5% y-o-y to Rs. 1,390 
crore. Lower other income (down 20.1% y-o-y), 
higher depreciation (up 7.8% y-o-y) and interest 
cost (up 6.6% y-o-y) negated the benefit of lower 
effective tax rate (29.1% y-o-y in Q3FY2019 vs. 
30.1% in Q3FY2018), resulting in lower growth of 
6.5% y-o-y in net profit to Rs. 449 crore.

 �  Focus on turnaround of Binani Cement’s assets 
at par with UltraTech: UltraTech would be 
integrating UltraTech Nathdwara Cement Limited 
(UNCL, Binani Cement Assets) by Q1FY2020 with 
equity infusion of Rs. 3,400 crore and debt of Rs. 
4,500 crore (Rs. 1,800 crore funded by UltraTech 
standalone and the balance by UNCL). Currently, 
the assets are operating at 60% capacity 
utilisation, which management targets to increase 
to 80% by FY2020-end. Assets which had much 
lower profitability (Rs. 193 EBITDA/tonne as of 
FY2017) will be improved by better pricing and 
savings in manufacturing and logistics costs. 
Management expects EBITDA/tonne to come at 
par with UltraTech by Q4FY2020-end. Further, 
management expects to achieve PBT breakeven 
by Q4FY2020. We have built in conservative 
estimates for UNCL during FY2020-FY2021.

 �  Century’s assets built in standalone financials 
from FY2020: UltraTech expects to complete the 
transfer of Century’s cement assets by Q1FY2020. 
Currently, the assets are operating at 75% capacity 
utilisation. The acquisition will be adding Rs. 3,000 
crore debt in its standalone operations with equity 
dilution of ~5%. We have inculcated the acquisition 
of Century’s cement assets in our standalone 
estimates and have diluted equity for FY2020-
FY2021. UltraTech will be incurring capex of Rs. 
500 crore on the assets over couple of years.

 �  Outlook – Expect increasing capacity utilisation 
to sustain along with likely improvement 
in cement prices: As per industry estimates, 
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Valuations (Consolidated) Rs cr

Particulars FY18 FY19E FY20E FY21E

Net sales 31411 35791 46905 52832

YoY growth (%) 24% 14% 31% 13%

EBITDA 6145 6234 8118 9319

EBITDA margin (%) 20% 17% 17% 18%

Net profit 2569 1719 2734 3534

YoY growth (%) -5.4% -33.1% 59.0% 29.2%

Shares in issue (cr) 27.5 27.5 28.9 28.9

EPS (Rs.) 93.5 62.6 94.7 122.5

P/E (x) 40.5 60.5 40.0 31.0

P/B (x) 3.9 3.7 3.6 3.3

EV/EBITDA (x) 19.0 19.3 15.4 13.3

EV/sales (x) 3.7 3.4 2.7 2.4

RoCE (%) 8.9% 6.1% 7.9% 9.0%

RoNW (%) 10.1% 6.3% 9.4% 11.1%

Results (Standalone) Rs cr

Particulars Q3FY2019 Q3FY2018 % yoy Q2FY2019 % qoq

Net Sales             8,812.7            7,471.0 18.0%        7,856.7 12.2%

Operating Profit             1,390.1            1,269.1 9.5%        1,293.1 7.5%

Other Income               124.4               155.6 -20.1%           133.8 -7.1%

EBDITA             1,514.5            1,424.7 6.3%        1,426.9 6.1%

Interest               370.1               347.2 6.6%           342.2 8.2%

Depreciation               511.3               474.4 7.8%           513.7 -0.5%

PBT               633.1               603.1 5.0%           571.0 10.9%

Tax               184.1               181.6 1.4%           180.2 2.2%

Adj.PAT               449.1               421.5 6.5%           390.8 14.9%

Margins Bps Bps

OPM 15.8% 17.0% -121 16.5% -68

PATM 5.1% 5.6% -55 5.0% 12

Tax Rate 29.1% 30.1% -104 31.6% -248

about 17MT/18MT/16MT capacity additions 
are expected during FY2019/FY2020/FY2021. 
However, incremental demand is expected to be 
25MT per year. Hence, the industry is expected 
to improve upon capacity utilisation going ahead 
(average ~75% capacity utilisation across India 
barring south). Additionally, cement prices have 
remained flat over the trailing one year on 
account of change in sales mix (increasing non-
trade sales) and higher competitive intensity. 
However, cement prices are likely to inch up with 
increasing utilisation going ahead. 

 �  Valuation – Upgrade to Buy with a revised PT 
of Rs. 4,330: We move our representation from 
standalone estimates to consolidated, factoring 
the acquisition of Century’s assets (in standalone 
operations) and consolidation of its wholly 
owned subsidiary, UNCL. We also introduce 
consolidated FY2021E estimates in this note. 
Further, we roll forward our valuation multiple 
to FY2021 consolidated estimates. Hence, our 
price target (PT) stands revised to Rs. 4,330. We 
upgrade our rating on the stock to Buy.  

Per tonne analysis (Volume including clinker sales and white cement) Rs per tonne

Particulars Q3FY2019 Q3FY2018 % yoy Q2FY2019 % qoq

Volume (mt) 17.90 15.85 12.9% 15.80 13.3%

Blended Realisation (per tonne) 4,923 4,714 4.4% 4,973 -1.0%

Cost break-up per tonne  

Total raw-material cost 844 840 0.5% 740 14.0%

Employee expenses 275 292 -5.7% 319 -13.6%

Power and fuel 1,133 952 19.0% 1,194 -5.1%

Freight 1,218 1,176 3.6% 1,232 -1.2%

Other expenses 676 653 3.5% 670 1.0%

Total cost per tonne 4,147 3,913 6.0% 4,154 -0.2%

EBIDTA per tonne 777 801 -3.0% 818 -5.1%
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