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Back to fundamentals

India Cements (ICEM) has seen it all — from M&A-led buoyancy (over past few years) to a more recent overhang of stake-
sale by new promoter UltraTech Cement (UTCEM; to comply with minimum public shareholding norms). Hereon, its back
to fundamentals. UTCEM is taking commendable strides towards enhancing ICEM’s efficiency; it plans to — boost green
power share (from 5% to 80%), upgrade kilns and facilitate brand -transition benefits. These measures offer visibility of
>INR 1,000 EBITDA/t by FY28 (vs. INR 334 in Q2FY26) —in-line with guidance. Yet, an imminent margin jump may merely
emplace ICEM back in the main league — ergo, at par with industry majors in South India. With competition stiffening
and possibly pinching FY28E RoE, we value ICEM at 12x FY28E EV/EBITDA. We reinitiate coverage with a HOLD rating
and TP of INR 422. While a merger with UTCEM appears an eventuality, its timeline as well as merger ratio (usually
advised by an independent valuer) remains imponderable.

Imminent margin surge; but merely back in the main league Navin Sahadeo
UTCEM gained management control of ICEM, effective 24 Dec’24. Ever since,  navin.sahadeo@icicisecurities.com
management remains steadfast on its guidance of INR 1,000 EBITDA/t by +91 22 6807 7622
FY28. It has committed a capex of INR 20.14bn towards: 1) increasing WHRS Am_it Gu_p'_ca_ o
) . amit.g@icicisecurities.com
power capacity from OMW to 27MW; 2) ramping up renewable power from
35MW to 212MW (both measures to drive up green power’s share from 5%
to 80% by FY28); 3) conversion of 4/5-stage preheaters to 6-stage preheaters,
cooler upgradation and process optimisation (to curtail heat consumption);
and 4) augment capacity by 2.8mtpa (from 14.75mtpa to 17.55mtpa by FY28).
Further, the new promoter has also entered into an arrangement towards  Market Data
transition of brands to UTCEM (which fetches higher realisation) by charging ~ Market Cap (INR) 128bn

~INR 10/bag towards advertising and marketing expenses. Baking-in said 'I‘g"larkerocqpc(ujm 1|’éé’\7/|”|"3
benefits, we project an EBITDA/t of INR 1,033 for FY28E vs. INR 360 for FY26E. 0o 719 ~o¢¢ U EO
Little upside on fundamentals; merger uncertainty looms 52-We|ek Rocl)nge (INR) 430 /22233
. . . Free Float (%) .
The coveted EBITDA/t of >INR 1,000 would only bring ICEM back into the main ADTV-3M (mn) (USD) 58

league; yet, merely yielding a mid-single-digit RoE. Envisaging fresh concerns
of rising industry-wide competitive intensity (tracking significant capacity  Pprice Performance (%) 3m 6m 12m

additions over FY26-28), we value ICEM at 12x FY28E EV/EBITDA — just shy  Apsolute 64 193 204
of our 13x multiple for The Ramco Cements (TRCL). As per UTCEM, while a  Relative to Sensex 2.7 168 16.9
merger is likely on the cards in FY27 or FY28; in our view, this remains
imponderable given vagaries around its timeline and the merger ratio (usually  EsG score 2024 2025 Change
advised by an independent valuer). ESG score NA 617 NA

. . Environment NA 47.2 NA
Financial Summary Social NA 603 NA

Y/E March (INR mn) FY25A FY26E FY27E FY28E Governance NA 757 NA

Net Revenue 40,885 45618 52,720 58,801 Note - Sc_ore_rong_es from O - _100 with a higher

score indicating higher ESG disclosures.

EBITDA (3,827) 3,560 7,252 12,258

EBITDA (%) (9.4) 78 138 20.8 Source: SES ESG, |-sec research

Net Profit (7,217) (198) 2,233 5,712

EPS (INR) (23.3) (0.6) 7.2 18.4

EPS % Chg YoY NA NA NA 155.9 Previous Reports

P/E (x) NA NA 57.5 225 .

21-05-2024: Q4FY24 results review

EV/EBITDA (x) (36.4) 40.1 20.0 11.6 S 2094 O3FY24 | ]

RoCE (%) (5.6) 04 27 55 03-02-2024: Q3 results review

RoE (%) (9.6) (0.2) 2.3 5.6

Please refer to important disclosures at the end of this report
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Exhibit 1: UTCEM acquired controlling stake in ICEM at an EV of ~USD 98/t on 24* December, 2024

ey T
. Enterprise Valuation XCrs
Capacity Value

- Equity Value as on 24th December, 2024 11,198

i =
mmm Add: Net Debt 877

14.45 Mtpa 100% Enterprise Value (EV) 12,075 $98/ Mt

Source: I-Sec research, Company data, UTCEM Q3FY25 PPT

Exhibit 2: Cement capacity set to reach 17.55mtpa by FY28E
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Source: I-Sec research, Company data

Exhibit 3: Key initiatives planned towards efficiency enhancement

T

Conversion of 4/5 21.8 MW of WHRS Multiple productivity, Implementation of
stage preheaters to (to reduce cost of energy efficiency safety standards,
6 stage preheaters; power and increase related capex for safety practices.
cooler upgradation; green power). reducing power

process optimization consumption.

Reliability

improvement through

(to reduce heat

consumption).

digitisation.

Capex plan of % 2,000 Crores over next 2 years : Investing for Growth and Efficiencies

Source: I-Sec research, Company data, ICEM Q2FY26 PPT
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Exhibit 4: Green power (WHRS+RE) share to reach 80% by FY28E
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Waste Heat Recovery System Renewable Power

Source: I-Sec research, Company data, ICEM Q2FY26 PPT

Exhibit 5: EBITDA/t set to scale-up to > INR 1,000 by FY28E
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Source: I-Sec research, Company data
Exhibit 6: Net debt/ EBITDA to remain in comfort zone
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Source: I-Sec research, Company data

Note: ICEM reported EBITDA loss of INR 1.7bn in FY23 and INR 3.8bn in FY25. Further, it reported a positive EBITDA of a
mere INR 1.1bn in FY24. Net debt/EBITDA ratio on such low numbers is not comparable.
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Exhibit 7: EDITDA/t set to match industry peer TRCL by FY28
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Source: I-Sec research, Company data

Exhibit 8: EDITDA margin set to be at par with TRCL by FY28
25% - —— |CEM —&— TRCL*

20% - ° 4

15% - /\//

10% ~

5% -

(%)

0%

-5% -+

-10% -

-15% -
FY23 FY24 FY25 FY26E FY27E FY28E

Source: I-Sec research, Company data, * Bloomberg consensus

Exhibit 9: Valuations based on 12x Mar’28E EV/E

Particulars (INR mn) FY28E
Assumed EV/EBITDA multiple (x) 12.0
EBITDA (INR mn) 12,258
EV (INR mn) 1,47,100
Less: Net debt (INR mn) 16,308
Mcap (INR mn) 1,30,793
Shares o/s (mn) 310
Value per share (INR) 422
Potential Upside (%) 1.8

Source: I-Sec research, Company data

Key risks
e Sharp increase in cement prices and/or sharp fuel cost decline are key upside risks.

e Sharp fall in cement prices and/or major surge in fuel prices are key downside risks.
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Exhibit 10: Shareholding pattern Exhibit 11: Price chart

% Mar25 Jun‘25 Sep‘25 500 -

Promoters 815 815 75.6 400 A
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MFs and other 0.9 2.8 8.8
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Source: Bloomberg, I-Sec research Source: Bloomberg, I-Sec research
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Financial Summary

Exhibit 12: Profit & Loss
(INR mn, year ending March)

Exhibit 14: Cashflow statement
(INR mn, year ending March)

FY25A FY26E FY27E FY28E

Net Sales 40,885 45,618 52,720 58,801
Operating Expenses 44,712 42,058 45,468 46,542
EBITDA (3,827) 3,560 7,252 12,258
EBITDA Margin (%) (9.4) 7.8 13.8 20.8
Depreciation & Amortization 2,394 2,981 3,192 3,565
EBIT (6,221) 579 4,060 8,694
Interest expenditure 2,767 1,267 1,581 1,652
Other Non-operating 503 423 518 626
Income
Recurring PBT (7,944) (265) 2,997 7,667
Profit / (Loss) from
Associates ) . . .
Less: Taxes (1,268) (68) 764 1,955
PAT (6,676) (198) 2,233 5,712
Less: Minority Interest - - - -
Extraordinaries (Net) 455 - - -
Net Income (Reported) (6,676) (198) 2,233 5,712
Net Income (Adjusted) (7,217) (198) 2,233 5,712

Source Company data, I-Sec research

Exhibit 13: Balance sheet

(INR mn, year ending March)

FY25A FY26E FY27E FY28E

Total Current Assets 17,208 18,680 21,989 24,091
of which cash & cash eqv. 760 779 1,883 2,439
Total Current Liabilities & 22640 23829 25614 27038
Provisions
Net Current Assets (5,432) (5,149) (3,624) (2,947)
Investments 3,061 3,061 3,061 3,061
Net Fixed Assets 1,14,186 1,12,705 1,20,013 1,24,588
ROU Assets - - - -
Capital Work-in-Progress 1,766 6,266 2,766 1,626
Total Intangible Assets 176 176 176 176
Other assets - - - -
Deferred Tax assets - - - -
Total Assets 1,13,756 1,17,058 1,22,391 1,26,503
Liabilities
Borrowings 11,591 15,091 18,191 16,591
Deferred Tax Liability 5,932 5,932 5,932 5,932
provisions - - - -
other Liabilities - - - -
Equity Share Capital 3,099 3,099 3,099 3,099
Reserves & Surplus 93,134 92,936 95,168 1,00,881
Total Net Worth 96,233 96,035 98,267 1,03,980
Minority Interest - - - -
Total Liabilities 1,13,756 1,17,058 1,22,391 1,26,503

Source Company data, I-Sec research

FY25A FY26E FY27E FY28E

Operating Cashflow (4,836) 2,783 5,424 9,277
Working Capital Changes 2,446 (264) (420) (122)
Capital Commitments 4,542 (6,000) (7,000) (7,000)
Free Cashflow 2,152 (3,481) (1,996) 2,155
Other investing cashflow 12,759 - - -
Cashflow from Investing
Activities 17,301 (6,000) (7,000) (7,000)
Issue of Share Capital - - - -
Interest Cost (2,724) - - -
Inc (Dec) in Borrowings (14,566) 3,500 3,100 (1,600)
Dividend paid - - - -
Others - - - -
Cash flow from Financing -, 54 3,500 3,100  (1.600)
Activities
Chg. in Cash & Bank (2,379) 19 1,104 555
balance
Closing cash & balance (2,243) 768 1,872 2,428

Source Company data, I-Sec research

Exhibit 15: Key ratios

(Year ending March)

FY25A FY26E FY27E FY28E

Per Share Data (INR)
Reported EPS (23.3) (0.6) 7.2 18.4
Adjusted EPS (Diluted) (23.3) (0.6) 7.2 18.4
Cash EPS (15.6) 9.0 175 29.9
Dividend per share (DPS) - - - -
Book Value per share (BV) 310.5 309.9 317.1 335.5
Dividend Payout (%) - - - -
Growth (%)
Net Sales (17.3) 11.6 15.6 115
EBITDA NA NA 103.7 69.0
EPS (INR) NA NA NA 1559
Valuation Ratios (x)
P/E NA NA 57.5 225
P/CEPS NA 46.1 237 13.8
P/BV 13 13 13 12
EV /EBITDA NA 40.1 20.0 116
EV/te (USD) 115.4 107.5 94.9 90.3
Dividend Yield (%) - - - -
Operating Ratios
Gross Profit Margins (%) 79.0 79.9 80.9 82.8
EBITDA Margins (%) (9.4) 7.8 138 20.8
Effective Tax Rate (%) 16.0 255 255 25.5
Net Profit Margins (%) (17.7) (0.4) 4.2 9.7
NWC / Total Assets (%) (4.8) (4.4) (3.0) (2.3)
Net Debt / Equity (x) 0.1 0.1 0.2 0.1
Net Debt / EBITDA () (2.8) 40 22 1.2
Profitability Ratios
RoCE (%) (Post Tax) (5.6) 0.4 2.7 5.5
ROE (%) (9.6) 0.2) 23 5.6
RolC (%) (5.2) 07 32 6.1
Fixed Asset Turnover (x) 0.5 0.4 0.5 0.5
Inventory Turnover Days 63 64 68 75
Receivables Days 60 56 55 56
Payables Days 117 112 118 132

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICIC| Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com and Kadambari_balachandran@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

I/We, Navin Sahadeo, MBA; Amit Gupta, CA; 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. Analysts are not registered as research analysts by FINRA and are not associated persons of the ICICI Securities Inc. 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:
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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 Institutional 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 Retail 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
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
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ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report.
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