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April 30, 2024 

CMP: ₹ 9969       Target: ₹ 12430 (+25%)     Target Period:  12  months  

UltraTech Cement (ULTCEM) 
 BUY 
 

Strong volume, cost efficiencies to drive growth…  

About the stock: Ultratech Cement Ltd, a part of Aditya Birla Group, is the India’s 
largest manufacturer of grey cement. Company is also present in white cement and 
ready-mix concrete segments 

• As of March 2024, company’s total cement capacity stood at 146.2 mtpa 
(including 5.4 mtpa of overseas operations). North region constitutes 23% of 
total capacity followed by west (~21%), central & east (~19% each), south 
(~14%) and overseas (~4%)   

• Company’s revenue has increased by 25.9% CAGR over the period FY21-24 
while EBITDA and PAT have grown at 5.9% and 14.8% CAGR respectively  

Investment Rationale:  
• Aggressive capacity expansion plan continues to drive volume growth: 

Company’s volume growth (~13% YoY in FY24) continues to beat street 
expectations and industry growth, mainly led by timely capacity additions, 
faster ramp-up of new capacities and continuous push towards gaining 
market share across regions. Company is in process of further expanding its 
total capacity by 21.5 mtpa during FY25-26E to reach 174.2 mtpa by FY26E 
(implies ~9% CAGR over FY24-26E). We believe that company will continue to 
grow its volumes better-than-industry average over the same period, led by 
continuous capacity additions, pick-up in demand and improvement in overall 
utilisation rate. We estimate company’s volume growth at 10.0% CAGR over 
FY24-26E to 144 mtpa by FY26E (from 119.1 mtpa in FY24)  

• EBITDA/tone to improve further going forward led by cost efficiencies: 
Company’s EBITDA/ton improved to ₹ 1089/ton in FY24 (vs ₹ 1005/ton in 
FY23), mainly led by decline in power & fuel cost, though higher raw material 
cost and other cost partially negate the impact of lower energy cost. Going 
ahead, we expect EBITDA/ton to improve further to ₹ 1255/ton by FY26E, 
primarily driven by focus on cost saving initiatives & positive operating 
leverage. Management also expects further cost savings of ₹ 200-300/ton 
over the next 3 years, led by increase in share of lower-cost renewable power 
(targets ~60% from ~24% at present), increase in share of alternative fuels to 
15% (from 5-6% currently), optimising freight cost (on expanding network), 
further improvement in blending ratio and positive operating leverage    

Rating and Target Price 

• UltraTech is strongly placed to benefit from its aggressive capacity 
addition plans with focus on further reducing cost structure. We expect 
revenue to grow at ~10.8% CAGR over FY24-26E while EBITDA and PAT 
are expected to grow at 18.1% and 21.2% CAGR respectively over the 
same period  

• Valuation at 16.1x EV/EBITDA on FY26E basis looks fair and factoring in 
most of the positives. We recommend Hold on UltraTech Cement with 
target price of ₹ 12430 per share (based on 20x FY26E EV/EBITDA) 

 

 

Source: Company, ICICI Direct Research 

(₹ crore) FY21 FY22 FY23 FY24
 3 Year CAGR 

(FY21-24) 
FY25E FY26E

 2 Year CAGR 
(FY24-26E) 

Revenues 44,726            52,599            63,240            70,908            16.6% 77,290            87,079            10.8%
EBITDA 11,568            11,514            10,620            12,969            3.9% 14,849            18,080            18.1%
EBITDA margin (%) 25.9                 21.9                 16.8                 18.3                 19.2                 20.8                 
Net Profit 5,319               7,174               5,064               7,005               9.6% 8,138               10,295            21.2%
EPS (Rs) 184.2               248.5               175.4               242.7               281.9               356.6               
P/E (x) 52.4                 40.1                 56.8                 40.8                 35.4                 28.0                 
EV/EBITDA (x) 25.3                 25.4                 27.4                 22.5                 19.7                 16.1                 
EV/ton ($) 302                  294                  265                  239                  217                  201                  
RoCE (%) 15.5                 15.3                 12.8                 14.8                 15.5                 17.8                 
RoE (%) 12.4                 14.2                 9.3                    11.7                 12.2                 13.9                 
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Key risks Key Financial & Valuation Summary  

(i) Slowdown in demand (ii) Delay in 
capacity expansion (iii) Increase in 
commodity prices (iv) High competition  
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Particular Amount
Market Capitalisation (₹ Crore) 2,87,791

FY24 Gross Debt (₹ Crore) 10,298

FY24 Cash (₹ Crore) 6,268

EV (₹ Crore) 2,91,822

52 Week H/L (Rs) 10526 / 7434

Equity Capital 288.7

Face Value 10.0

Jun-23 Sep-23 Dec-23 Mar-24
Promoter 60.0 60.0 60.0 60.0
FII 15.8 16.7 18.2 17.7
DII 16.0 15.0 13.7 14.1
Others 8.3 8.3 8.2 8.2
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Company Update | UltraTech Cement 

Q4FY24 and FY24 earnings call highlights: 

• Sales volume grew by ~13% YoY in FY24, led by capacity expansions (over 20 
mtpa capacity has been added in the last 14 months). Trade/non-trade stands 
at 65-35%  

• The company is in process of expanding its capacity to 174.2 mtpa by FY26E 
and 188.9 mtpa by FY27E (from 146.2 mtpa at present). Company targets to 
cross 200 mtpa by FY28E 

• Industry growth stood at ~9% YoY FY24 as per the management. The 
company expects demand to slightly moderate down in FY25. Demand will be 
mainly driven by private housing and other private capex 

• Cement prices have increased marginally in April 2024 (mainly in South and 
East regions). For FY25E, cement prices are expected to remain stable or 
positive in FY25 as incremental demand is expected to outpace incremental 
supply (leading to gradual improvement in industry utilisation) 

• Company expects cost/ton to further reduce by ₹ 200-300 per ton in next 3 
years. This will be led by continuous cost-efficiency measures taking by the 
company 

• On cost optimization front, company plans to increase in renewable power mix 
(from 24% currently to 60% by FY26E and 85% by FY30) through waste heat 
recovery and solar/wind, increase its renewable fuel consumption (from 5.6 % 
currently to 15%), freight cost optimisation (on expanded network of plants) & 
positive operative leverage 

• Pet-coke consumption in total fuel mix has been declining due to lower 
availability. Moreover, the share of alternative fuels has been increased and 
will further increase in the coming period 

• Fuel cost stood at ₹ 2.03 per 1000 kcal in Q4FY24 (vs ₹ 2.05 per 1000 kcal in 
Q3FY24)  

• Company’s aim to efficiently reduce its lead distance by 25 kms (from current 
lead distance of 400 kms)  

• Acquisition of Kesoram is expected to conclude by March-25. Post 
amalgamation, company will reduce the cost of debt to 8.5% (from 11.5% 
currently)  

• Capex for FY25E is estimated to be at ~₹ 9500 in FY25E. For FY26-27E also, 
capex is estimated to be in the similar range  

• The company aims to be net cash by FY25E (excluding Kesoram) and have net 
debt of ₹ 1500-2000 crore (including Kesoram)  

Exhibit 1: Cement capacity expansion plan schedule 

 
Source: Company, ICICI Direct Research  
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Company Update | UltraTech Cement 

 

Exhibit 2: Volumes to grow at ~10% CAGR over FY24-FY26E  

 
Source: Company, ICICI Direct Research  

 

Exhibit 3: EBITDA/ton to improve further over FY25-26E 

 
Source: Company, ICICI Direct Research  
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Company Update | UltraTech Cement 

Financial summary 

Exhibit 4: Profit and loss statement                                ₹ crore 

 

Source: Company, ICICI Direct Research    

 

Exhibit 5: Cash flow statement                                       ₹ crore 

 

Source: Company, ICICI Direct Research     

Exhibit 6: Balance sheet                                                 ₹ crore 

 

Source: Company, ICICI Direct Research     

 

Exhibit 7: Key ratios 

 

Source: Company, ICICI Direct Research      

 

  

(₹ Crore) FY23 FY24 FY25E FY26E

Revenue 63,240.0   70,908.1   77,289.9   87,078.6   
% Growth 20.2           12.1           9.0              12.7           
Other income 503.1         617.0         678.6         746.5         
Total Revenue 63,240.0   70,908.1   77,289.9   87,078.6   
% Growth 20.2           12.1           9.0              12.7           
Total Raw Material Costs 9,715.0      11,902.9   13,106.2   14,403.9   
Employee Expenses 2,739.0      3,037.6      3,341.3      3,642.1      
Other expenses 40,166.2   42,999.1   45,993.3   50,952.7   
Total Operating Expenditure 52,620.1   57,939.6   62,440.9   68,998.6   
Operating Profit (EBITDA) 10,619.9   12,968.6   14,849.0   18,080.0   
% Growth (7.8)            22.1           14.5           21.8           
Interest 822.7         968.0         947.5         883.1         
PBDT 10,300.2   12,617.5   14,580.2   17,943.4   
Depreciation 2,888.0      3,145.3      3,632.6      4,092.7      
PBT before Exceptional Items 7,412.2      9,472.2      10,947.6   13,850.8   
Total Tax 2,342.9      2,418.3      2,813.5      3,559.6      
PAT before MI 5,069.4      6,982.0      8,134.1      10,291.1   
PAT 5,064.0      7,005.0      8,138.1      10,295.1   
% Growth (29.4)          38.3           16.2           26.5           
EPS 175.4         242.7         281.9         356.6         

₹ Crore) FY22 FY23 FY24 FY25E FY26E

Profit after Tax 5,064.0    7,005.0    8,138.1    10,295.1  
Depreciation 2,888.0    3,145.3    3,632.6    4,092.7     
Interest 822.7       968.0       947.5       883.1        
Cash Flow before WC changes 8,774.7    11,118.3 12,718.1 15,270.9  
Changes in inventory (1,016.3)  (1,717.9)  (563.9)      (1,126.4)   
Changes in debtors (795.4)      (411.1)      (380.4)      (590.0)       
Changes in loans & Advances (0.8)           (1.2)           (0.8)           (1.1)            

Changes in other current assets (207.0)      (130.0)      (370.5)      (293.7)       
Net Increase in Current Assets (1,589.8)  (3,133.7)  (1,348.2)  (2,157.0)   
Changes in creditors 1,346.5    1,269.0    309.4       1,113.0     
Changes in provisions (43.6)        53.1          38.4          9.0             
Net Inc in Current Liabilities 3,632.1    3,027.9    1,219.4    1,726.6     

Net CF from Operating activities 10,817.0 11,012.6 12,589.4 14,840.4  

Changes in deferred tax assets -              -              -              -               
(Purchase)/Sale of Fixed Assets (6,223.4)  (9,488.8)  (9,500.0)  (9,500.0)   
Net CF from Investing activities (7,727.1)  (9,706.5)  (9,900.5)  (9,793.7)   

Dividend and Dividend Tax (1,092.7)  (2,020.8)  (2,165.1)  (2,742.5)   
Net CF from Financing Activities (2,308.9)  (1,663.0)  (2,855.7)  (5,025.6)   

Net Cash flow 781.0       (356.9)      (166.9)      21.2           
Opening Cash/Cash Equivalent 359.2       1,140.1    783.2       616.3        
Closing Cash/ Cash Equivalent 1,140.1    783.2       616.3       637.5        

(₹ Crore) FY23 FY24 FY25E FY26E

Equity Capital 288.7         288.7         288.7         288.7         
Reserve and Surplus 54,026.4   59,938.8   66,168.5   73,721.1   
Total Shareholders funds 54,315.1   60,227.5   66,457.2   74,009.8   
Total Debt 9,900.8      10,298.4   10,298.4   8,898.4      
Total Liabilities 72,490.1   78,886.6   85,116.4   91,269.0   
Gross Block 62,249.4   69,040.5   80,823.3   90,323.3   
Acc: Depreciation 15,769.1   18,914.4   22,547.1   26,639.7   
Net Block 46,480.3   50,126.1   58,276.2   63,683.5   
Capital WIP 4,034.9      6,782.8      4,500.0      4,500.0      
Total Fixed Assets 62,429.0   68,772.5   74,639.9   80,047.2   
Non Current Assets 8,215.0      8,871.1      9,271.7      9,565.3      
Inventory 6,611.8      8,329.7      8,893.6      10,020.0   
Debtors 3,867.0      4,278.2      4,658.6      5,248.6      
Other Current Assets 1,818.3      1,948.2      2,318.7      2,612.4      
Cash 1,140.1      783.2         616.3         637.5         
Total Current Assets 14,896.9   17,673.6   18,854.9   21,033.1   
Current Liabilities 7,209.3      8,478.3      8,787.8      9,900.7      
Provisions 624.2         670.6         90.0            90.0            
Total Current Liabilities 18,887.4   21,915.4   23,134.8   24,861.4   
Net Current Assets (3,990.6)     (4,241.8)     (4,279.9)     (3,828.3)     
Total Assets 72,490.1   78,886.6   85,116.4   91,269.0   

(Year-end March) FY23 FY24 FY25E FY26E

EPS 175.4         242.7         281.9         356.6         
Cash per Share 241.7         217.1         211.3         212.1         
BV 1,881.5      2,086.3      2,302.1      2,563.7      
EBITDA Margin 16.8            18.3            19.2            20.8            
PAT Margin 8.0              9.9              10.5            11.8            
RoE 9.3              11.7            12.2            13.9            
RoCE 12.8            14.8            15.5            17.8            
RoIC 12.3            14.1            14.7            17.0            
EV / EBITDA 27.4            22.5            19.7            16.1            
P/E 56.8            40.8            35.4            28.0            
EV/ton ($) 265             239             217             201             
EV / Net Sales 4.6              4.1              3.8              3.3              
Sales / Equity 1.2              1.2              1.2              1.2              
Market Cap / Sales 4.6              4.1              3.7              3.3              
Price to Book Value 5.3              4.8              4.3              3.9              
Asset turnover 1.0              1.0              1.0              1.1              
Debtors Turnover Ratio 18.2            17.4            17.3            17.6            
Creditors Turnover Ratio 9.7              9.0              9.0              9.3              
Debt / Equity 0.2              0.2              0.2              0.1              
Current Ratio 0.9              0.9              1.0              1.0              
Quick Ratio 0.4              0.4              0.4              0.4              
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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% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

  
ICICI Direct Research Desk, 
ICICI Securities Limited, 
Third Floor, Brillanto House, 
Road No 13, MIDC, 
Andheri (East) 
Mumbai – 400 093 

 

 research@icicidirect.com  
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