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Cost pressure at its peak; margins to bottom out in Q2 

We expect operating margins in the cement sector to get further squeezed 

in Q2FY23 as the impact of higher international petcoke/coal would be fully 

visible. Also, a moderate pricing environment due to monsoon is expected 

to lead to 530 bps QoQ fall in margins to 12.2% (i.e. at multi quarter low 

levels). On positive side, sales volume for our coverage universe is 

expected to grow 11.2% YoY. Region wise, performance of north, west 

based companies to stay relatively better in terms of pricing while east, 

south region may report better sales volume YoY. While profitability for Q2 

is likely to remain at multi quarter low, we expect margins to recover from 

Q3 onwards on softening of international fuel prices, pick-up in 

construction activities (post monsoon) and a better pricing environment.  

Cement demand to grow in double digits YoY… 

We expect our cement universe sales volume to grow 11.2% YoY to ~54 

MT. Region wise, south and east are likely to report better volume growth 

compared to other regions this quarter owing to lower rainfall in the 

eastern region, pick-up in infrastructure projects in south India coupled with 

last year/s low base effect. The key thing to watch would be comments on 

the demand recovery post festive season along with the ramp-up of 

infrastructure projects in run-up to the general election in 2024. 

…cost pressure at its peak; expect moderation from Q3 onwards 

Domestic, international (US, Saudi Arabia) petcoke prices have fallen by 

~30%, 40%, respectively, from their peak in June, May 2022. Also, cement 

companies have now started sourcing cheaper petcoke from Russia and 

Venezuela vs. expensive South African/Australian coal/petcoke. Diesel 

prices are also currently 6% lower than the average price in Q1FY23. 

However, given the presence of high cost fuel inventory in the system, we 

expect production cost to rise further by | 137/tonne QoQ (up 3% QoQ). 

Cement prices rise in Sep’22; Q2 average prices still down 4% QoQ 

Cement prices witnessed marginal improvement during September 2022 in 

most regions. However, average cement prices for Q2FY23 may remain 

down 4.1% QoQ (or down by | 17 to | 383/bag) due to unfavourable 

pricing movement in July, August 2022. Central, East India are likely to 

report QoQ fall of ~6% while rest of the regions may witness price average 

correction of ~3%. On YoY basis, all India prices are likely to be up ~3% 

with central & south region reporting gain of ~5.1%, 4.8%, respectively. 

Average EBITDA/t to decline 32% QoQ to | 690/tonne 

Q2, being the seasonally weak quarter in terms of volume, is expected to 

witness highest cost pressure given the presence of high cost fuel inventory 

in the system. Hence, we expect EBITDA/tonne of our coverage universe to 

decline further by 32% QoQ to | 690/tonne (down 42.7% YoY). 

Exhibit 1: Estimates for Q2FY23E: (Cement)                                                     (| Crore) 

Revenue EBITDA P AT

Q2FY23E YoY QoQ Q2FY23E YoY QoQ Q2FY23E YoY QoQ

ACC^ 4,012.5 7.0 -10.2 280.7 -60.6 -34.1 128.3 -71.5 -43.5

Ambuja^ 3,710.8 14.6 -7.1 457.6 -34.9 -33.1 312.2 -29.2 -70.2

JK Cement 2,020.6 10.1 -6.7 253.7 -22.9 -36.6 91.7 -45.7 -49.4

JK Laxmi Cement 1,351.9 20.9 -12.8 111.0 -31.7 -48.9 33.9 -55.8 -66.4

Ramco Cements 1,658.3 11.1 -6.8 201.4 -48.9 -33.6 40.3 -92.2 -64.5

Sagar Cements 550.7 49.3 -1.3 48.6 -20.1 -20.4 -19.7 PL NA

Shree Cement 4,017.8 25.3 -4.4 580.2 -35.4 -29.1 249.2 -56.9 -21.0

UltraTech Cem 13,167.7 14.0 -10.5 1,800.9 -30.7 -38.5 793.6 -39.0 -48.9

Tota l 30, 490. 2 14. 8 -8.8 3,734.1 -36. 3 -36. 1 1,629.4 -54. 1 -53. 8

Company

 Change (%) Change (%)  Change (%)

 

Source: Company, ICICI Direct Research 
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International coal price trend 
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International Petcoke price trend   
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Company specific view 

Company Remarks

ACC

Sales volume are expected to decline ~6.9% QoQ to 7.0 MT mainly on account of

erratic monsoon and Shraddh period. Cost of production per tonne may broadly

remain flat QoQ while it is likely to be up over 14% due to higher petcoke & fuel

prices. In addition, with weak pricing due to monsoon, we expect EBITDA/tonne to

drop 29% QoQ to | 399/tonne

Ambuja Cement

Ambuja Cement derives major revenues from the north and western India markets

that remained better in terms of volume compared to south & east. This should aid

in the revenue growth of over 14% on a YoY basis. Realisations to remain lower by

2% QoQ leading to sequential decline of 29.5% in EBITDA/tonne. Lower other income

is expected to drag profitability further on QoQ basis

UltraTech Cement

We expect the company to report 9.2% YoY growth sales volume to 22.3 MT due to

resilient demand coupled with low base effect while it is likely to decline QoQ basis

as cost inflation/monsoon led to moderation in the demand during July-August. Cost

of production is expected to increase further by 4.2% QoQ (or | 206/tonne).

Realisations may also decline | 201/tonne (or 3.3% QoQ). Absolute EBITDA & PAT

are expected to decline 30.7%, 39% YoY, respectively. Expect EBITDA/tonne of |

808/t for the quarter

Shree Cement

Higher dependence on petcoke and imported coal is expected to lead to sharp

increase of 24% YoY, 1.6% QoQ in cost of production. Further, due to soft cement

prices, we expect EBITDA to decline 29.1% QoQ. We expect the company to report

EBITDA/t of | 770/t (second highest in our coverage)

JK Cement

We expect the blended sales volume of 3.4 MT, down 4.6% QoQ. Higher cost

pressure would drag EBITDA/t lower by 33.5% QoQ to | 747/t. We expect the

company to report net profit of | 91.7 crore (down 45.7% YoY, 49.4% QoQ)

JK Lakshmi 

Cement

We expect sales volume to decline ~9.7% QoQ to 2.5 MT. Power & fuel cost are

expected to inch up by 21% QoQ due to higher petcoke/coal prices. The resultant

EBITDA/tonne would be down 43.4% QoQ. PAT is expected at | 34 crore for the

quarter

Ramco Cement

Due to the benefit of low base effect, we expect sales volume to improve 16.2%

YoY to 3.2 MT while it is expected to remain lower 4.8% QoQ. EBITDA/t is expected

to declined further by ~30.2% QoQ to | 639/t mainly due to a significant increase in

fuel costs. On absolute basis, EBITDA and PAT would drop by ~33.6% and ~64.5%

QoQ, respectively

Sagar Cement

Commissioning of new cement capacities (2.5 MT) is expected to drive sales

volume growth of 40.7% YoY to 1.2 MT. Higher dependence on domestic coal is

anticipated to safe guard against further cost pressure. However, weak cement

prices are expected to lead to 21% QoQ drop in the EBITDA/tonne
 

Source: Company, ICICI Direct Research 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Sales Volume (Coverage Universe) 

In MT Q2-23EQ2-22
YoY

(%)

Q1-23
QoQ

(%)

ACC 7.0 6.6 7.1 7.6 -6.9

Ambuja 7.0 6.2 13.0 7.4 -5.2

UltraTech* 22.3 20.4 9.2 24.1 -7.5

Shree Cem 7.5 6.3 19.8 7.5 0.0

JK Cement* 3.4 3.3 2.0 3.6 -4.6

JK Lakshmi 2.5 2.3 8.4 2.8 -9.7

Ramco Cem 3.2 2.7 16.2 3.3 -4.8

Sagar Cem 1.2 0.9 40.7 1.2 1.2

Total 54.2 48.7 11.2 57.4 -5.7

* blended sales volume (grey & white)
 

Region-wise cement retail prices 

|/50 kg 

bag
Q2-23E Q2-22

YoY 

(%)
Q1-23

QoQ 

(%)

North 383 372 2.9 398 -3.8

East 355 350 1.3 378 -6.2

South 435 415 4.8 430 1.2

West 397 385 3.1 403 -1.5

Central 347 330 5.1 380 -8.7

Pan India 383 370 3.5 400 -4.1
 

Cement Realizations (Coverage Universe) 

|/tonne Q2-23EQ2-22
YoY

(%)

Q1-23
QoQ

(%)

ACC 5700 5706 -0.1 5911 -3.6

Ambuja 5294 5221 1.4 5404 -2.0

UltraTech* 5905 5653 4.5 6106 -3.3

Shree Cem* 5329 5094 4.6 5574 -4.4

JK Cement* 5950 5512 7.9 6083 -2.2

JK Lakshmi 5374 4820 11.5 5567 -3.5

Ramco Cem 5185 5362 -3.3 5285 -1.9

Sagar Cem 4589 4325 6.1 4702 -2.4

Average 5626 5444 3.3 5816 -3.3
 

EBITDA per tonne (Coverage Universe) 

| per tonneQ2-23EQ2-22
YoY

(%)

Q1-23
QoQ

(%)

ACC 399 1084 -63.2 564 -29.3

Ambuja 653 1134 -42.4 926 -29.5

UltraTech* 808 1273 -36.5 1216 -33.6

Shree Cem^ 770 1427 -46.1 1086 -29.1

JK Cement* 747 988 -24.4 1124 -33.5

JK Lakshmi 441 701 -37.1 779 -43.4

Ramco Cem^ 639 1453 -56.0 916 -30.2

Sagar Cem 405 712 -43.2 515 -21.3

Average 690 1203 -42.7 1017 -32.2

*Blended (grey + white), ^Blended (Cement 

+Power)
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RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, 

Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is 

defined as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 
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ANALYST CERTIFICATION  

I/We Rashesh Shah CA, Debotro Sinha MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject 

issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts 

of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report. 

Terms & conditions and other disclosures: 

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. 

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited 

(IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number – INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 

for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its var ious subsidiaries engaged in businesses of housing finance, asset management, life insurance, general 

insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.  

 

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business 

relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining 

a financial interest in the securities or derivatives of any companies that the analysts cover. 

 

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, 

as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports. 

 

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  

 

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or 

may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research. 

 

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant 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 prior written consent of ICICI Securities. While we 

would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may 

prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities 

policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  

 

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information 

herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the 

customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, 

legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for 

all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent 

judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI 

Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure 

Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to 

change without notice.  

 

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve 

months.  

 

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or 

co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.  

 

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past 

twelve months. 

 

 

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other 

benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of 

interest at the time of publication of this report.  

 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

 

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication 

of the research report.  

 

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one percent or more or other material 

conflict of interest various companies including the subject company/companies mentioned in this report.  

 

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.  

 

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.  

 

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.  
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