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Key Stock Data 

 Bloomberg/Reuters UTCEM IN/ULTC.BO 

 Sector Cement 

 Shares o/s (mn) 289 

 Market cap. (Rs mn) 1,339,501 

 Market cap. (US$ mn) 19,340 

 3-m daily avg Trd value (Rs mn) 1,052.6 

 52-week high / low Rs4,904 / 3,340 

 Sensex / Nifty 41,613/12,248 

 

ACCMULATE 
TP Rs5,171 
CMP Rs4,641 

Strong result despite challenging environment  

UltraTech Cement 
Potential upside / downside +11% 
Previous Rating ACCUMULATE 

Summary 

Driven by lower fuel cost, UltraTech (UTCEM) adjusted EBITDA came 8% higher than our 

estimate. Adjusted EBITDA/t of Rs1053 was largely flat QoQ, despite challenging 

environment on demand and prices in Q3FY20. We expect improvement in EBITDA/t in 

Q4FY20 as UTCEM has seen improvement in demand, uptick in cement prices in Jan -

2020 and fuel costs remained benign. Balance sheet deleveraging has continued with 

reduction in net debt by Rs20bn QoQ in Q3FY20 to Rs186bn (net DER at 0.5x and net 

Debt/EBITDA at 1.9x). For further reduction in debt, UTCEM has appointed merchant 

bankers for the sale of non-core assets in China. Divestment of the European asset is 

also progressing well and the deal is expected to close by June this year. UTCEM has 

clarified due to high valuation, its not acquiring EMAMI cement assets in the east. We 

have slightly reduced costs and roll forward TP to FY21E. We retain ACCUMULATE 

rating with revised TP of Rs5,171 based on unchanged 16x FY21E EV/EBITDA multiple. 

UTCEM remains our top pick in cement sector due to leadership position in India’s 

cement sector, profitability improving and its balance sheet deleveraging.  

Key Highlights and Investment Rationale 

 3Q Volumes and price on expected line: UTCEM reported volumes of 20mn, down 

4% YoY. Weakness was largely led by weak volume from Century asset, as asset was 

integrating with the company. UTCEM witnessed signs of revival in some markets 

during the latter part of Q3FY20. Pricing declined by 4% QoQ in Q3FY20. However, in 

its key market of North and West, UTCEM has seen cement price hike in Jan-2020. 

 Profitability improving: UTCEM variable costs have fallen in this year and pet coke 

further weakened in Q3FY20. We expect EBITDA/t; aided by price hike, volume  and 

weak costs to improve to Rs1,200 in Q4FY20 vs Rs1,053 delivered in Q3FY20.  

 Balance sheet Deleveraging: In-line with guidance, UTCEM net debt/EBITDA reduced 

to 1.9x and over YTDFY20 company has reduced debt by Rs35b. Capex this year (excl 

acquisition) will be lower at Rs16bn and intensity of the capex will go down next year. 

 EPS (Rs) FY20E FY21E 

 IDBI Capital 123.8   153.2 

 Consensus 137.7   167.4 

 % difference (10.1)  (8.5) 

 

 

 V/s Consensus 

 Promoters 60.2 

 FII 17.6 

 DII 13.0 

 Public 9.2 
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Ultratech Cement Ltd. Sensex

Financial snapshot (Rs mn) 

Year FY2017 FY2018 FY2019E FY2020E FY2021E 

Revenue  253,749   314,108   373,792   427,920   475,175  

EBITDA  52,124   61,452   67,881   94,391   106,399  

EBITDA (%) 20.5  19.6  18.2  22.1  22.4  

Adj. PAT  27,149   25,713   24,347   35,739   44,204  

EPS (Rs) 98.9  93.6  88.7   123.8   153.2  

EPS Growth (%) 9.5  (5.3) (5.3) 39.7  23.7  

PE (x) 45.3  47.9  50.5  36.2  29.3  

Dividend Yield (%) 0.2  0.2  0.2  0.3  0.3  

EV/EBITDA (x) 24.6  22.4  21.1  15.9  13.9  

RoE (%) 11.7  10.1  8.9  10.8  11.2  

RoCE (%) 11.6  10.4  9.0  11.1  11.8  

Source: Company; IDBI Capital Research 

January 25, 2020 

  -1m -3m -12m 

 Absolute 13.3   10.6   32.1 

 Rel to Sensex 12.9   4.1   16.6 

 Price Performance (%) 

 Shareholding Pattern (%) 
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Conference Call Takeaways 

 Demand Scenario: Weak volume in 3Q was primarily led by Century, which is in the process of integration. Excluding 

Century, volumes were flat yoy despite weak volume at industry level. Ultratech has marginally gained market share 

across regions. The company indicated that activity on the ground has picked up and expects the demand 

momentum to be sustained in Q4FY20.  

 Costs: Q3FY20 showed decline in the costs (both variable and other overheads). Fuel costs were consumed in 3Q at 

USD 80/t and pet coke spot rate currently is USD70/tonne. And thus we expect costs to be benign in Q4FY20. 

 Update on Acquisition: The company has not placed a bid for Emami Cement assets as it view, valuation was not 

attractive. Century assets exited the quarter with capacity utilization of 79% in December 2019 vs. the average for 

the quarter of 55%. The company expects this to reach 80%+ by 1HFY21. By 1HFY21, ~84% of the production will be 

transitioned to Ultratech Brand vs. 55% currently. In Q3FY20, EBITDA/tonne (excluding one-time cost) of this asset 

was Rs267/tonne. 

 Balance Sheet: Ultratech has shown a strong reduction in net debt over the last two quarters. And in 3Q net debt 

reduced by Rs20b QoQ. Consolidated Net Debt/EBTIDA reduced 1.87x v/s 2.83x in FY19. As on Sep 2019, the net 

debt of the company on consolidated basis is Rs.186 bn. 

 Update on expansion: UTCEM’s 3.4mnt of expansion is planned to be completed by March 2020. This includes 

brownfield capacity of 0.6mnt each in West Bengal and Bihar and greenfield expansion of 2.6mn tons in Odisha. 

Total capex plan for this expansion is Rs9.4bn (at USD44/t). 

 Sale of non core assets: UTCEM has appointed merchant bankers for the sale of non-core assets in China and it 

expects progress in Q4FY20. Divestment of the European asset is also progressing well and the deal is expected to 

close by June-2020.  
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Exhibit 1: Financial snapshot (Rs mn) 

Particulars 3QFY20 3QFY19 YoY ch (%) 2QFY20 QoQ ch (%) FY20E FY19 (%) YoY 

Revenue 103,538 104,440 (0.9) 96,205 7.6  427,920 373,792 14.5  

Cost of Sales ex Depri 90,538 94,917 (4.6) 83,765 8.1  361,108 327,309 10.3  

EBITDA 19,730 15,904 24.1  19,124 3.2  94,393 67,881 39.1  

Depreciation 6,730 6,381 5.5  6,684 0.7  27,581 21,398 28.9  

Other Income 1,682 1,124 49.6  1,537 9.4  5,638 4,381 28.7  

Interest Expensed 4,708 4,784 (1.6) 5,071 (7.2) 20,464 15,486 32.1  

Pretax Profit 9,973 5,863 70.1  8,905 12.0  51,987 35,378 46.9  

Tax 2,862 1,968 45.4  3,113 (8.1) 16,256 11,063 46.9  

Adjusted Profit 8,070 3,923 105.7  5,785 39.5  36,692 24,347 50.7  

Source: Company; IDBI Capital Research 

Exhibit 2: Operational matrix (Rs/t) 

Particulars 3QFY20 3QFY19 YoY ch (%) 2QFY20 QoQ ch (%) FY20E FY19 (%) YoY 

Volume 20 21 (3.8) 18 12.6  80 78 2.6  

Selling price 5,177 5,026 3.0  5,417 (4.4) 5,362 4,806 11.6  

Raw material cost 894 856 4.4  858 4.2  869 839 3.5  

Employee cost 310 287 7.9  359 (13.8) 320 265 20.7  

Power & Fuel Cost 1,020 1,193 (14.6) 1,107 (7.9) 1,112 1,084 2.6  

Freight cost 1,172 1,228 (4.6) 1,191 (1.6) 1,210 1,137 6.4  

Other expenses 795 695 14.3  825 (3.6) 669 608 9.9  

EBITDA/t 986 765 28.9  1,077 (8.4) 1,183 873 35.5  

Source: Company; IDBI Capital Research 

 

  



 

 

UltraTech Cement | Q3FY20 Result Review 

4 
 

Exhibit 3: Valuation Summary 

Particulars Rs mn 

EBITDA FY21E 106,399  

EV/EBIDTA 16  

EV 1,702,385  

Debt  238,626  

cash  28,534  

Net debt 210,092  

Mcap 1,492,294  

Shares 288.6  

TP 5,171  

Source: IDBI Capital Research 
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Financial Summary 

 

 

 

 

 

 

 

 

 

 

 

  

Profit & Loss Account                                      (Rs mn) 

Year-end: March  2018 2019 2020E 2021E 

Net sales  314,108   373,792   427,920   475,175  

Growth (%)  23.8   19.0   14.5   11.0  

Operating expenses  (252,656)  (305,911)  (333,528)  (368,776) 

EBITDA 61,452  67,881  94,391   106,399  

Growth (%) 17.9 10.5 39.1 12.7 

Depreciation (18,479) (21,398) (27,581) (28,231) 

EBIT 42,972  46,483  66,810  78,168  

Interest paid (12,328) (15,486) (20,464) (19,472) 

Other income  5,837   4,381   5,638   5,683  

Pre-tax profit 33,015  35,378  51,034  64,379  

Tax  (10,770) (11,063) (16,256) (20,131) 

Effective tax rate (%) 32.6  31.3  31.9  31.3  

Minority Interest  1.0  31.3  10.1  (44.2) 

Net profit 22,246  24,347  34,789  44,204  

Exceptional items  (3,467)  -  (951)  -  

Adjusted net profit 25,713  24,347  35,739  44,204  

Growth (%) (5.3) (5.3)  46.8   23.7  

Shares o/s (mn nos)  275   275   289   289  

 

Cash Flow Statement      (Rs mn) 

Year-end: March 2018 2019 2020E 2021E 

Pre-tax profit 33,015 35,378 51,034 64,379 

Depreciation 17,721 11,347 11,182 1,560 

Tax paid (6,763) (7,880) (12,755) (16,280) 

Chg in working capital (2,698) (682) (2,770) 3,778 

Other operating activities 759 31 (42) (55) 

Cash flow from operations (a) 42,034 38,196 46,650 53,381 

Capital expenditure (161,729) (102,612) (108,355) (10,112) 

Chg in investments 30,162 11,133 (3,006) (3,641) 

Other investing activities (488) - - - 

Cash flow from investing (b) (132,055) (91,479) (111,361) (23,753) 

Equity raised/(repaid) 1 - 56,243 - 

Debt raised/(repaid) 111,769 45,537 6,819 (19,090) 

Dividend (incl. tax) (3,304) (2,637) (3,974) (4,788) 

Chg in monorities 65 - - - 

Other financing activities 682 (31) 42 55 

Cash flow from financing (c) 109,213 42,869 59,130 (23,823) 

Net chg in cash (a+b+c) 19,192 (10,415) (5,581) 5,805 
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Balance Sheet (Rs mn) 

Year-end: March  2018 2019 2020E 2021E 

Net fixed assets  412,265   503,530   600,703   619,255  

Investments 44,533  33,400  36,405  40,046  

Other non-curr assets  -   -   -   -  

Current assets  114,685   124,387   134,263   148,843  

Inventories 32,676  41,952  45,261  49,690  

Sundry Debtors 22,280  26,513  30,951  34,369  

Cash and Bank 41,679  31,264  28,534  34,340  

Marketable Secu.  -   -   -   -  

Loans and advances 18,050  24,658  29,517  30,445  

Total assets  571,482   661,316   771,371   808,145  

a         

Shareholders’ funds  263,812   285,521   374,480   413,895  

Share capital  2,746   2,746   2,886   2,886  

Reserves & surplus  261,066   282,775   371,594   411,009  

Total Debt  186,269   231,806   238,626   219,536  

Secured loans  158,635   208,812   208,969   175,629  

Unsecured loans 27,634  22,995  29,656  43,907  

Other liabilities 31,733  34,915  38,416  42,267  

Curr. Liab. & prov. 89,509   108,944   118,780   131,333  

Current liabilities 82,631   100,573   109,653   121,241  

Provisions  6,878   8,371   9,127  10,091  

Total liabilities  307,511   375,666   395,822   393,136  

Total equity & liabilities  571,482   661,316   771,371   808,145  

Book Value (Rs) 961 1,040 1,298 1,434 

Source: Company; IDBI Capital Research 

 

Financial Ratios 

Year-end: March  2018 2019 2020E 2021E 

Adj. EPS (Rs) 93.6 88.7 123.8 153.2 

Adj. EPS growth (%)  (5.3)  (5.3) 39.7 23.7 

EBITDA margin (%) 19.6 18.2 22.1 22.4 

Pre-tax margin (%) 10.5 9.5 11.9 13.5 

ROE (%) 10.1 8.9 10.8 11.2 

ROCE (%) 10.4 9.0 11.1 11.8 

Turnover & Leverage ratios (x)         

Asset turnover (x) 0.6 0.6 0.6 0.6 

Leverage factor (x) 2.0 2.2 2.2 2.0 

Net margin (%) 8.2 6.5 8.4 9.3 

Net Debt/Equity (x) 0.5 0.7 0.6 0.4 

Working Capital & Liquidity ratio         

Inventory days 38 41 39 38 

Receivable days 26 26 26 26 

Payable days 119 120 120 120 

Valuation 

Year-end: March  2018 2019E 2020E 2021E 

P/E (x) 47.9 50.5 36.2 29.3 

Price / Book value (x) 4.7 4.3 3.5 3.1 

PCE (x) 27.8 26.9 20.4 17.9 

EV / Net sales (x) 4.4 3.8 3.5 3.1 

EV / EBITDA (x) 22.4 21.1 15.9 13.9 

Dividend Yield (%) 0.2 0.2 0.3 0.3 
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Notes 
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initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for solely for the selected recipient and may not be altered in any way, transmitted to copied 

or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without the prior written consent of IDBI Capital.  

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.  

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. While reasonable care has been taken to 
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Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.  

Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.  
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