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Ambuja Cement reported numbers which were above our estimate on all
front. Revenue from operations grew by 18.5% YoY, and 1.7% QOQ to
INR 3,993 cr above our estimates of INR 3806 cr. Growth in topline YoY
basis was backed by volume growth and improved realization Sales
volume grew by 16.9% YoY and declined by 1.3% QoQ to 7.4 mn tonnes
above our estimate of 7.2 mn tonnes. Volume growth was backed by
improving demand scenario in areas where company has major presence
and swift ramp up of recently commissioned Marwar Plant.
Realization/ton grew by 1.3 % YoY, and 3.1% QoQ to INR 5,397 per
tonne above our expectation of INR 5,286 per tonne. Growth in
realization on YoY basis was mainly supported by price hike taken across
the region and increased share of premium products. Share of premium
products stood at 16%.

EBIDTA declined by 28.6 % YoY and 13.2 QoQ to INR 685 cr above our
estimate of INR 682 Cr. EBIDTA margin contracted by 1129 bps YoY and
295 bps QoQ to 17.2%. Contraction was led by rising fuel cost and
related inflaimmatory impacts. However efficiencies delivered under
flagship ICAN program partly mitigated the impact of cost headwinds. In
addition, the Master Supply Agreement with ACC also led to strong
performance on logistics costs. EBIDTA /ton declined by 38.9% YoY and
declined by 12% QO0Q to INR 926/ton below our expectation of INR
948/ton.

PAT grew by 45% YoY and 111.7% QoQ to INR 1048 cr. Exceptional rise in
PAT despite poor operating performance was mainly due to one time
exceptional rise in other in come. Other income grew by 292% YoY and
1608% QoQ to INR 632 cr

Other Income for the quarter and half year ended 30th June 2022 includes
dividend received from ACC, INR 140mn profit on sale of investment in
subsidiary and INR 1.8bn reversal of tax & interest thereon.

Outlook & valuation: :At a CMP of INR 371 Ambuja Cement is trading at
EV/EBITDA of 20.2(x) and 17.6(x) to its CY22E & CY23E . Despite of weak
quarter due to rise in input cost. Cement demand growth in longer run is
expected to remain positive backed by increased demand for housing
combined with the government’s thrust on infrastructure development.
Company’s on-going capacity expansion plan and MSA agreement with
ACC will bring volume growth going ahead. Company’s focus on product
premiumsation will result in better pricing and improved margin going
ahead. however operational efficiency through | CAN program will aid in
mitigating cost headwinds to some extent. Also stabilizing of crude oil
prices will help reducing input cost. We believe Margins have bottomed
out and cost pressure should come down going forward. We value the
stock at an EV/EBIDTA of 16(x) to its CY23E EBIDTA of INR 3975 cr. to
arrive at a target price of INR 420 and maintain accumulate rating on
stock.
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Q2CY22 - Quarterly Performance (Standalone) (in INR Cr)
INR Cr (standalone) Q2CY22 Q1CY22 Q2CY21 Q-0-Q Y-0-Y
Net Revenue 3,993 3,925 3,371 1.7% 18.5%
Operating Costs 2,545 2,431 1,752 4.7% 45.3%
Employee cost 164 153 162 7.2% 1.2%
Other Expenses 599 552 498 8.5% 20.3%
EBITDA 685 789 959 -13.2% -28.6%
EBITDA margin % 17.2% 20.1% 28.4% -295bps -1129bps
Depreciation 154 151 130 2.0% 18.5%
EBIT 531 638 829 -16.8% -35.9%
Other Income 632 37 161 1608.1% 292.5%
Finance cost 25 21 24 19.0% 4.2%
Exceptional item - 66 . - .
PBT 1,138 654 966 74.0% 17.8%
Tax Expense 90 159 243 -43.4% -63.0%
Effective tax rate % 7.9% 24.3% 25.2% -1640bps -1725bps
PAT 1,048 495 723 111.7% 45.0%|
PAT margin % 26.2% 12.6% 21.4% 1363bps 480bps
EPS (INR) 5.28 2.49 3.64 112.0% 45.1%|

Source: Company, Arihant Research

Other important Highlights

* Company stated that recently commissioned Marwar cement plant at
Rajasthan has seen good ramp-up. Additional cement capacity expansions of
~8.5MTPA at Ropar and Bhatapara remain on track.

* WHRS projects at Marwar, Darlaghat and Bhatapara plants are on track and
should be commissioned in 3QCY22 while work next phase of WHRS projects at
Ambujanagar and Maratha is also in full swing. Total WHRS capacity will reach

~87 MW post implementation of the above projects

* During Q2CY22, Clinker factor stood at 62% and Thermal Substitution Rate
came at 6%.

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Valuations

INR Cr CY23E
EV/EBITDA (x) 16.0
EBITDA 3975
EV 63600
Debt 44
Cash 3987
Market Cap 67543
No shares 199
Value/Share (INR) 339.4
ACC Stake Valuation

ACC Target Price (INR) 2,435
ACC Market Cap 45,778
Ambuja's Stake in ACC (50%) 22,889
Holding Co. Discount 30%
Value of Stake 16,022
Value/Share (INR) 80.5
Ambuja Fair Value (INR) ( TP) 420
CMP (INR) 371
Upside (%) 13.2%

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Key Financials

Balance Sheet

Income Statement

Y/E March (INR Cr) CY20 CY21 CY22E CY23E
Y/E March (INR Cr) CY20 CY21 CY22E CY23E s
ources of Funds
Revenues 11,372 13,965 15,813 16,933 Share Capital 397 397 397 397.0
Reserves & Surplus 19,919 21,810 22,574  23685.0
Change (%) 25%  22.8% 132%  7.1%
Net Worth 20,316 22,207 22,971 24,082
Total Expenses 8,611 11,114 12,310 12,959  |oan Funds a4 a4 a4 44.0
EBITDA 2761 2851 3502 3975  other Liabilities 1,412 1,696 1,698 1698
Creditors 3,559 4,107 4,558 4628
Other Income 372 286 300 345
b iati 521 551 697 751 Total Current Liablity 4,971 5,803 6,256 6,326
epreciation Capital Employed 25330 28054 29271 30,452
Interest 83 91 54 54  Application of Funds
PBT 2,528 2,495 3,051 3,514 Net Block 5,932 7,646 8,299 8349
CWIP 1,873 951 1,500 2800
Extra-ordinary 0 0 0 0 Total Fixed Asset 7,805 8,597 9,799 11,149
PBT after ext-ord. 2,528 2,429 3,051 3,515 CurrentAsset
| t t 11,788 11,788 11,788 117
Tax 624 705 768 ggs | oomen 88
Debtors 192 293 1,007 385
Rate (%) 25.9%  25.0%  25.0% Inventories 747 1,463 1,222 1190
PAT 1,790 2,146 2,283 2,630 Cash & Bank Balance 2,924 4,163 3,253 3987
. Loans & Advances & other CA 1,874 1,750 2,202 1953
Adjistediea 1,790 2,145 2,283 2630 ... cirrent Assets 17,525 19,457 19,472 19,303
Change (%) 17.1%  19.9%  6.4%  15.2% Application of Funds 25,330 28,054 29,271 30,452
) Source: Company, Arihant
Source: Company, Research
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Key Ratios
Y/E March CY20 CY21 CY22E CY23E Cash I s
Per share (INR) ash Flow Statement
EPS 90 105 115 132 Y/EMarch (INRCr) €Y20 CY21  CY22E  CV23E
CEPS 11.6 13.3 15.0 17.0 PBT 1,790 2,081 2,283 2630
BVPS 102.3 111.8 115.7 121.3  Depreciation 521 551 697 751
DPS 17.0 6.3 6.5 6.5 Inc/Dec in CA 1,456 -836 -924 902
Valuation (x) Inc/Dec in CL & Provision -323 848 452 70
P/E 42.5 36.5 33.3 29.0  Operating Cash Flow 3,444 2,644 2,509 4254
P/CEPS 329 288 255 225 (jpc)/decin F.A+CWIP -1,406 -1,343 -1,900 -2100
EV/EBITDA 25.7 24.5 202 17.6 (Pur)/sale of investment 1 0 0 0
HY 1 0, 0, () 0, 0,
Dividend Yield (%) 4.9% 03% 05% 05%  cash Flow from Investing -1,405  -1,343  -1,900  -2,100
Return Ratio (%)
EBIDTA Margin 23.3% 23.0% 22.0% 23.5%
Loan raised/(repaid) -28 0 0 0
PAT Margin 15.7% 14.9% 14.4% 15.5% g
Equity rai 0 0 0
ROE 21.0% 20.6% 20.4% 21.4% quity raise
ROCE 18.6% 17.8% 17.6% 18.6% Interest & others 294 1,283 0 0
Leverage Ratio (x) Dividend -3,973 1,472 -1,519 -1519
Cash Flow from Financing
Total D/E 0.0 0.0 0.0 0.0 activities -3,707 189 -1,519  -1,519
Net inc /(dec) in cash -1,667 1,112 -910 734
Turnover Ratios
Opening balance of cash 4,699 2,924 4,163 3253
Asset Turnover (x) 2.2 2.0 1.9 1.8
Receivable Days 1 6 15 15 Closing balance of ca§h 3,033 4,036 3,253 3987
Source: Company, Arihant
Payable days 100 100 100 99  Research
Source: Co, Arihant
Research
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Stock Rating Scale Absolute Return
BUY >20%
ACCUMULATE 12% to 20%

HOLD 5% to 12%
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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