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Weak performance on every count
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Result Update

Ambuja Cements

Ambuja reported weak earnings for quarter as profit after tax declined 45% yoy and
49% qoq to Rs 166¢r. Adjusted for exceptional gain of Rs 25cr, PAT would have came
lower by 61% yoy and 54% qoq, respectively.

Volumes declined 9.1% qoq to 4.9mn tonnes, while it rose 2.1% yoy. Realisation drop of
6% goq came in more than expectation of 1.5% qoq decline. We attribute this to
significantly higher exposure (~80% of volumes) to North and Western region, where
demand and realisations were weakest in particular. Blended realisation for the quarter
was at Rs 4100 per tonne. Effectively, Ambuja reported 7% yoy and 15% qoq drop in
revenues at Rs 2017cr.

Per tonne cost analysis:

Operating cost per tonne increased 3.8% qoq (Rs 132 per tonne) to Rs 3578 per tonne.
Within cost elements, raw material cost per tonne increased 117% qoq, to Rs 415 per
tonne, employee cost by 8% to Rs 934 per tonne and other expenses by 7% to Rs 890 per
tonne. However, 10% qoq decline in power & fuel cost (Rs 934 per tonne) and 6% qoq
decline freight cost (Rs 1073 per tonne) averted significant drop in EBITDA per tonne.
Effectively, EBITDA per tonne came in at Rs 548 per tonne (2Q13: Rs 972 per tonne, 3Q12:
Rs 1090 per tonne) and EBITDA margin at 13.3% (-870bps qoqg and -1080bps yoy).

Valuations:

After reporting weak quarter, revival of Ambuja’s margins is now depend upon pickup in
construction activity; housing sector in particular. Ambuja derives ~80% of its volumes in
trade segment and thus meaningfully linked to demand from housing sector. We expect
better crop, on account of healthy monsoon, could drive up demand from housing
projects in semi-urban and rural areas. Nonetheless, we see overall margins profile to
remain weak as compared to its historically EBITDA margins of above 24%. We have
valued stock on EV/EBITDA(x) of 9.5x its CY14 estimates and arrived at fair value of Rs 160
per share. We maintain Reduce recommendation on stock.

Financials:
(Rs Cr) Cy1i1 CY12 CY13E CY14E
Net Revenue 8,554 9,730 9,390 10,294
EBITDA 1977 2473 1736 2172
Reported PAT 1229 1297 1095 1398
Reported EPS 8.0 8.4 7.1 9.1
EPS Growth (%) (3) 5 (15) 28
RONW (%) 15.2 14.9 11.8 13.9
P/E (x) 24.6 23.4 27.6 21.6
EV/EBITDA (x) 13.9 10.7 15.5 12.1
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1QCY11 2QCY11l 3QCY11 4QCY1l 1QCY12 2QCYl12 3QCY12 4QCY12 1QCyl3 2QCYy13 3QCY13

Realisation (Rs/t) 3981 4167 3905 4202 4261 4632 4519 4316 4388 4360 4100
RM 688 754 725 844 634 754 882 889 767 834 890
Employee cost 170 210 223 226 167 223 240 255 225 245 266
Power & Fuel 867 1079 1071 850 1014 1081 1169 1021 947 1033 934
S&D Exp 915 953 900 915 974 1060 1051 1085 1203 1142 1073
Rs/t Ambuja's EBITDA/t and EBITDA %
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EBITDA/t —— EBITDA%
Rs in Crore 3QCY13 3QCY12 YOY (%) 2QCY13 QoQ (%)
Net Sales 2017 2169 -7 2377 -15
Expenditure 1750 1647 6 1854 -6
EBITDA 268 522 -49 523 -49
EBITDA Margins (%) 13.3 24.1 22.0
Other Income 81 89 -9 74 10
Interest 18 17 8 17 4
Depreciation 125 137 -9 122 2
Exceptional Items (Loss) 25 0 0
PBT after exceptional items 232 457 -49 458 -49
Tax 66 154 -57 134 -51
Tax rate (%) 28% 34% 29%
PAT after El 166 304 -45 324 -49
Net Profit Margin (%) 8% 14% 14%
EPS (Rs) 1.1 2.0 -45 2.1 -49
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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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