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Higher Expenditure Limits Profitability 26" Oct, 2017
CMP: Rs. 276 Ambuja Cements Ltd. reported 10% rise in its net profit for the quarter ended June,
Target Price Rs. 289 2017, which came in at Rs 272 crore vs. Rs 248 crore in corresponding quarter of the
Rating: NEUTRAL previous year owing to the higher income from operations. Total income of the
company increased by 15% to Rs 2,320 crore for quarter under review as compared
Stock Info to Rs 2,015 crore for the corresponding quarter of previous year. Top line grew
BSE Group A strongly on account of higher sales growth and value-based pricing but company
BSE Code 500425 faced cost pressures on account of rising input costs on fuel, packing and other raw
NSE Symbol AMBUJACEM material.
Bloomberg ACEM.IN EBITDA
Reuters ABUL.BO  EBITDA for the quarter came in at Rs 354 crore increased by 14% as compared to
BSE Sensex 33,147 corresponding quarter of previous year. EBITDA margins stood steady at 15.3%
NSE Nifty 10344 Compared to YoY basis. This was supported by higher realization and strong
volumes, however, was offset by higher per ton cost. EBITDA per ton was Rs705 up
7% YoY.
_ Market Info Volumes
Market Capital Rs. 54,833 cr

Cement volume for the quarter was up by 11% to 5 million tonnes (MT) as

Equity Capital Rs.397¢r compared to 4.5 MT in corresponding quarter of previous year.
Avg. Trading Vol. 27,15,430 cr
: Recent developments
52 Wk High/ Low 291/191 . .. . . . . .
Ambuja Cements Ltd participated in e-auction tender 3D-1,Harima Pithasar lime
Face Value 2 stone block in Rajasthan. The company has secured an estimated limestone
resource of 200 million tonnes at a price of final bid price of 41.6% of mineral value.
Shareholding Pattern (%) Valuation
T 6359  The government has identified the construction and infrastructure sector as one of
S the key sectors that will help improve overall economic growth. Infrastructure
Domestic Institutions 12.21 . . L. . .
projects in the areas of power, irrigation, roads, metros and railways, as well as
Foreign Institutions 16.60

dedicated freight and industrial corridors, are likely to generate strong cement
Public & Others 760 demand in the country. Furthermore, increased spending on affordable and low
cost housing coupled with the normal monsoon is expected to boost the rural
economy which augurs well for the cement industry. We have valued stock on

Price Chart: EV/EBITDA of 24(x) its CY19 estimates and have arrived at a fair value of Rs 289 per
share. We have ‘NEUTRAL’ rating on the stock.
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Per Tonnes Analysis 3QCY14 4QCY14 1QCY15 2QCY15 3QCY15 4QCY15 1QCY16 2QCY16 3QCY16 4QCY16 1QCY17 2QCY17‘ 3QCY17
Volumes (mt) 4.7 52 54 59 48 5.5 59 5.8 45 5.0 6.04 6.05 5
Realisation (Rs/t) 4684 4575 4532 4239 4346 4299 4127 4412 4454 4393 4208 4667 4639
RM 378 363 387 369 373 352 377 359 381 355 339 393 452
Employee cost 305 326 277 255 314 255 255 267 315 297 279 280 323
Power & Fuel 1092 1063 1003 990 1009 817 873 812 972 831 895 933 972
Rs/t EBITDA/t and EBITDA % Volumes & Realisations
1400 28% 7.0 59,5958 6.006.05 5000
6.0 57 5.4 .
1120 21% 50 4W
: 4500
840 4.0
14%
560 30 4000
. 2.0
280 7%
1.0
0 0% 0.0 3500
3QCY14 1QCY15 3QCY15 1QCYle 3QCYie 1QCY17 3QcCY17 3QCY14 1QCY15 3QCY15 1QCY16 3QCY16 1QCY17 3QCY17
EBITDA/t —— EBITDA% Realisation (Rs/t) Volumes (mt)
Valuations: Q3 CY17 Results
CY16| CY17E CYI8E| CY19E Rs in Crore 3QCY17 3QCY16( YOY (%)
EV/EBITDA N4 U3 08 40 Total Income 2320 2015 15.1
EBITDA 1683 1850 2009 2220 Expenditure 1965 1707 15.2
r
EV 37744 46091 45818 53291 EBITDA 354 308 14.9
Debt/ (Cash) 360 305 3698 -4089 EBITDA Margins (%) 15.3 15.3 0.0
F
Market Cap 41008 49516 49516 57380 Other Income 153 174
No shares 198 198 1988 1988 Interest 31 20
CMP 276 Tax 63 55
Upside 5% PAT 272 248 9.8
Net Profit Margin (%) 12% 12%
EPS (Rs) 14 1.3 9.6

Source: Ace Equity, Arihant Research 2
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Profit and Loss Account

Particulars, in Rs crore

Income from Operations

Power & Fuel Cost

Employee Cost

Selling & Distribution Expense
Other Expenditure

Total Expenditure

EBITDA

Depreciation

EBIT

Other Income

Interest

PBT before Excp Items
Exceptional Income / Expenses
PBT

Provision for Tax

Net Profit

Cash Flow Statement

Particulars, in Rs crore
Operating Activities

Profit before tax
Depreciation
Non-Operating Activities
Total

Taxes paid

Changes in Working Capital

Cash Flow from Operations

Investing Activities
Investing activities
Capex

Cash Flow from Investing

Financing Activities
Dividend & tax
Other financing activities

Cash Flow from Financing
Change in cash & equivalents

Opening Cash & Equivalents
Closing Cash & Equivalents

CY16 CY17E
9,268 10,045
1832 2128
594 623
1890 2039
3,270 3,406
7585 8195
1,683 1,850
850 773
833 1,077
576 552
71 79
1337 1551
1337 1551
367 465
970 1086
CY16 CY17E
1,337 1,551
850 773
(505) (474)
1,683 1,850
(367) (465)
1,389 59
2,704 1,443
(11,169) 305
(643) (450)
(11,812) (146)
(646) (730)
8,063 (406)
7,017 | (1,135)
(1,691) 162
5032 3,341
3,341 3,503

Note: Closing cash includes other investments

CY 18E CY 19E
10,638 11,589
2253 2455
660 718
2128 2318
3,589 3,877
8629 9368
2,000 2,220
828 865
1,181 1,356
585 637
86 95
1680 1898
1680 1898
504 569
1176 1329
CY 18E CY 19E
1,680 1,898
828 865
(499)  (542)
2,009 2,220
(504) (569)
34 173
1,539 1,824
244 262
(546) (610)
(301) (348)
(706) (797)
(256)  (285)
(962) (1,083)
275 394
3,503 3,779
3,779 4,172

Balance Sheet

Particulars, in Rs crore
Liabilities + Equity
Share capital
Reserves and surplus
Shareholders' funds
Non-current liabilities
Current liabilities

Total - Equity and liabilities

Assets

Non-current assets

Fixed Assets

Long-term loans and advances
Non-current investments
Current assets

Cash and bank balances

Total - Assets

CY 16

398
18676
19074

570

3611
23255

19145
5699
683
11845
4109
1413
23255

Ratio Analysis

Profitability
Revenue gorwth
EBITDA%

Profit Growth

Du Pont ROAE breakup
PAT Margin

Sales / Avg Total Fixed Assets
Avg Total Assets / Avg Eqty

ROE

Other Ratios
Current Ratio
Debt / Equity
EPS

DPS

Valuation
P/E

EV/EBITDA
P/BV

CY 16

-1.7%
18.2%
20.1%

10.5

0.5
13

6.6

11
0.0

4.9
2.8

42.3
22.4
2.1

CY 17E

398
19032
19430

538

3609
23577

19105
5387
717
12082
4472
1837
23577

CY 17E

8.4%
18.4%
11.9%

10.8

0.4
1.2

5.6

1.2
0.0

5.5
3.1

45.6
24.9
2.5

CY 18E

398
19502
19900

517

3801
24218

19200
4967
753
12323
5019
2225
24218

CY 18E

5.9%
18.9%
8.3%

11.1

0.4
1.2

6.0

13
0.0

5.9
3.0

42.1
22.8
2.5

CY 19E

398
20034
20431

498

4157
25086

19357
4602
790
12570
5729
2752
25086

CY 19E

8.9%
19.2%
13.0%

11.5

0.5
1.2

6.6

1.4
0.0

6.7
3.3

37.3
24.0
2.4
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Arihant Research Desk

E. research@arihantcapital.com
T.022-42254800

Head Office Registered Office

#1011, Solitaire Corporate park, E-5 Ratlam Kothi

Building No. 10, 1% Floor, Indore - 452003, (M.P.)
Andheri Ghatkopar Link Road, Tel: (91-731) 3016100
Chakala, Andheri (E). Fax: (91-731) 3016199

Mumbai - 400093
Tel: (91-22) 42254800
Fax: (91-22) 42254880

Stock Rating Scale
Absolute Return

Buy >20%
Accumulate 12% to 20%
Hold 5% to 12%
Neutral -5% to 5%
Reduce <-5%
INH000002764 SMS: ‘Arihant’ to 56677 www.arihantcapital.com research@arihantcapital.com

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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