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Company details

Price target: Rs5,000

Market cap: Rs120,745 cr

52-week high/low: Rs4,490/3,264

NSE volume: (No of shares) 3.5 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
Stellar performance; Buy with upwardly revised PT of Rs. 5,000

(%) 1m 3m 6m 12m

Absolute 6.8 9.0 25.6 1.6

Relative to Sensex 5.7 1.9 9.7 -10.4

Key points

 �  Strong demand along with cost efficiencies 
boosts standalone net earnings: UltraTech 
Cement (UltraTech) reported a 16.6% y-o-y 
increase in its standalone revenue to Rs. 10,500 
crore, led by 15.4% y-o-y volume growth and a 
1.1% y-o-y increase in realisation. The company 
continued to benefit from strong demand 
emanating from government-led infrastructure 
spending and rural housing. Standalone EBITDA 
per tonne improved by 12.7% y-o-y to Rs. 1,039 
on account of lower power and fuel cost per 
tonne (down 6.5% y-o-y, led by lower petcoke 
price), freight cost (down 7.6% y-o-y, lower 
diesel price and improvement in lead distance) 
and other expense (down 16.9% y-o-y due to 
increased capacity utilisation along with no 
major shutdowns undertaken during the quarter). 
Hence, operating profit grew by 30% y-o-y to 
Rs. 2,213 crore. Further, benefits of operating 
leverage and higher other income (up 32% y-o-y) 
led to 60% y-o-y growth in its standalone net 
profit to Rs. 1,017.5 crore (adjusting for stamp duty 
provisions made in Q4FY2018).

 �  Sharp turnaround of Binani Cement assets: 
UltraTech improved Binani Cement assets’ 
operational performance housed under UltraTech 
Nathdwara Cement by registering EBITDA/tonne 
of Rs. 830 excluding one-offs of Rs. 160/tonne (an 
improvement of ~Rs. 740/tonne). Further, average 
capacity utilisation of the assets stood ~62% with 
exit at 72%. UltraTech would now be targeting to 
ramp up capacity utilisation of UNCL to 80%+ 
level along with further cost reduction of ~Rs. 50/
tonne. Management expects PBT breakeven of 
the asset by Q4FY2020 end, which will be done 
through improvement in profitability along with 
selling of non-core assets (assets held for sale 
can fetch net ~Rs. 600 crore).

 �  A quarter delay expected in integration of 
Century’s assets: The integration of Century’s 
cement assets in UltraTech’s standalone 
operations is expected in Q2FY2020 (earlier 
Q1FY2020) owing to ongoing general elections. 
Hence, we have trimmed Century’s cement 
assets contribution in our standalone estimates 
by a quarter. The acquisition will be adding Rs. 
3,000 crore debt in its standalone operations 
with equity dilution of ~5%. UltraTech will be 
incurring capex of Rs. 500 crore on the assets 
over couple of years. 

UltraTech Cement

Reco: Buy  |  CMP: Rs4,396
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 �  Focus now shifts to deleveraging: UltraTech was 
able to reduce its net debt by Rs. 2,205 crore 
in Q4FY2019 vs. Q3FY2019. The company’s 
consolidated net debt/EBITDA stood at 2.8x for 
FY2019, which it aims to bring it down below 2x. 
Consequently, it would be incurring Rs. 1,500 
crore-2,000 crore capex in FY2020 (major capex 
of Rs. 700 crore, balance being maintenance 
capex). Overall, management expects to reap 
benefits of scaling up of profitability of its acquired 
assets to aid in deleveraging its balance sheet 
over the next two years.   

 �  Outlook – Near-term blip in demand while 
pricing discipline remains strong: We expect the 
cement industry to undergo a near-term blip in 
cement demand growth for H1FY2020 (April 2019 
has shown muted demand as per UltraTech’s 
management) due to ongoing general elections 
(slowing of government spending of infrastructure 
projects). However, cement prices during April 
2019 have seen marquee improvement (Rs. 20-

40 per bag pan-India), which is likely to persist 
during May 2019 (may see correction with the 
onset of monsoons from June 2019). However, 
H2FY2020 is likely to witness strong uptick 
in demand backed by revival of infrastructure 
spending by the government. 

 �  Valuation – Maintain Buy with a revised PT of 
Rs. 5,000: We have fine tuned our consolidated 
estimates for FY2020-FY2021, factoring one 
quarter lag for Century’s assets and improvement 
in utilisation and profitability of UNCL assets. 
UltraTech has risen ~16% since we upgraded 
it to Buy in the report dated January 24, 2019. 
We believe UltraTech, being the market leader, 
will reap benefits of the multi-year industry 
upcycle on account of ramping up capacities and 
profitability of all acquired assets in the shortest 
possible time period. Hence, we have revised our 
price target (PT) upwards to Rs. 5,000 (increasing 
valuation multiple), while we maintain Buy rating 
on the stock.

Result highlights (Standalone) Rs cr

Particulars Q4FY2019 Q4FY2018 YoY (%) Q3FY2019 QoQ (%)

Net Sales           10,500.3            9,002.5 16.6%        8,812.7 19.1%

Operating Profit             2,213.3            1,702.8 30.0%        1,390.1 59.2%

Other Income               140.1               105.9 32.3%           124.4 12.7%

EBDITA             2,353.5            1,808.7 30.1%        1,514.5 55.4%

Interest               371.3               334.8 10.9%           370.1 0.3%

Depreciation               499.3               480.6 3.9%           511.3 -2.3%

PBT             1,482.9               993.4 49.3%           633.1 134.2%

Tax               465.4               357.1 30.3%           184.1 152.8%

Adj.PAT             1,017.5               636.2 59.9%           449.1 126.6%

Margins Bps Bps

OPM 21.1% 18.9% 216 15.8% 530

PATM 9.7% 7.1% 262 5.1% 459

Tax Rate 31.4% 36.0% -457 29.1% 231

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

Particulars Q4FY2019 Q4FY2018 YoY (%) Q3FY2019 QoQ (%)

Volume (mt) 21.30 18.46 15.4% 18.13 17.5%

Blended Realisation (per tonne) 4,930 4,877 1.1% 4,861 1.4%

Cost break up per tonne  

Total Raw material cost 1,020 801 27.3% 833 22.5%

Employee expenses 216 227 -4.7% 272 -20.4%

Power & Fuel 962 1,028 -6.5% 1,119 -14.0%

Freight 1,139 1,232 -7.6% 1,203 -5.3%

Other Expenses 553 666 -16.9% 668 -17.1%

Total Cost per tonne 3,891 3,954 -1.6% 4,094 -5.0%

EBIDTA Per tonne 1,039 922 12.7% 767 35.5%
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Valuation (Consolidated) Rs cr
Particulars FY18 FY19 FY20E FY21E
Net sales 30979 37379 44346 51216
YoY growth (%) 22% 21% 19% 15%
EBITDA 6145 6788 8222 9826
EBITDA margin (%) 20% 18% 19% 19%
Net profit 2569 2435 3113 4156
YoY growth (%) -5.4% -5.2% 27.9% 33.5%
Shares in issue (cr) 27.5 27.5 28.9 28.9
EPS (Rs.) 93.5 88.7 107.9 144.0
P/E (x) 47.0 49.6 40.8 30.5
P/B (x) 4.6 4.3 4.1 3.6
EV/EBITDA (x) 21.9 20.6 17.6 14.6
EV/sales (x) 4.3 3.7 3.3 2.8
RoCE (%) 8.9% 7.2% 8.1% 9.5%
RoNW (%) 10.1% 8.9% 10.4% 12.6%
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