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ULTRATECH CEMENT

Smart Recovery Post Monsoon

UltraTech Cement's (UTCEM) Q3FY12 results were ahead of our expectation
as better realisations and an increased other income helped the company
post a net profit of Rs6.2bn; 35% higher than our estimate. Pickup in demand
post monsoon season led to a 10.8% and 5.8% sequential growth in volumes
and realisations respectively. The increase in realisations helped negate
the cost push and expand margins 605bps to 22.4% (PINCe 20.3%). Subsidy
and other income boosted the reported profits.

Volumes and realisation pickup: Post monsoon season, cement demand has
picked up in tandem with prices across all regions baring Southern region. UTCEM
cement volumes in Q3 were up 10.8% sequentially and capacity utilisation during
the period stood at 81%. However, on a YoY basis cement volume growth continues
to remain subdued at ~2%. Cement realisations in the Southern region continued
to be supported through production discipline and witnessed little movement.
Blended cement realisations for UTCEM were up 5.8% QoQ to Rs4.5k/mt as
against our estimate of Rs4.4k/mt.

Cost structure inline with estimates: Cost pressure on margins was evident as
QoQ energy and freight costs increased 6% and 1.6% respectively. Coal costs
were higher on account of the domestic coal price hike and depreciation of currency
impacting imported coal. However, higher operating leverage and rising realisations
helped the company pare the cost push and expand margins 605bps to 22.4%.
With higher realisations, UTCEM delivered EBITDA per mt of Rs1,026 as against
our estimate of Rs906.

Higher other income, lower interest expense: Other income both YoY and
QoQ doubled to Rs765mn. Interest cost in Q3 halved due to a Rs384mn subsidy
related to the SIPS. As a result net profit at Rs6.2bn beat our estimate by 35%.

Outlook: Considering the lacklustre scenario for cement demand across key sectors
infrastructure and housing, we have reduced our cement volume estimates for
FY12 and FY13 by 4% and 7% respectively. Realisations continue to support
margins currently; however increased energy costs are expected to impact margins
in FY13. We have increased FY12 margin estimate by 32bps while lowering FY13E
by 65bps. Consequently, while FY12 earnings estimate is revised upwards by
15.6% to Rs81.8, while FY13 estimate is marginally increased (<1%) to Rs95.4.
We also introduce FY14 earnings estimate of Rs105.8.

VALUATIONS AND RECOMMENDATION
The stock is currently trading at 6.4x FY13E EV/EBITDA. In view of the limited

upside offered, we downgrade it to an '"ACCUMULATE' rating with a revised target
price of Rs1,340 (earlier Rs1,317) discounting FY13E EBITDA 7x.

KEY FINANCIALS (Rs mn)
FY10 FY11l FY12E FY13E FY14E
Net Sales 70,497 132,099 181,028 199,047 227,388
YoY Gr. (%) 10.4 87.4 37.0 10.0 14.2
EBITDA 20,354 26,884 41,715 48,199 54,154
EBITDA Margin (%) 28.6 20.1 22.9 24.0 23.7
Adjusted Net Profit 10,933 12,787 22,415 26,135 29,001
YoY Gr. (%) 15.2 17.0 75.3 16.6 11.0

Dil. EPS (Rs) 87.8 54.0 81.8 95.4 105.8
ROCE (%) 25.2 17.4 19.3 20.2 20.3
ROE (%) 26.6 16.7 19.2 18.8 17.7
PER (x) 13.8 22.4 14.8 12.7 11.4
EV/EBITDA (x) 14.8 11.4 75 6.4 5.5
EV/MT (USD) 135 144 148 145 119
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QUARTERLY SNAPSHOT

Quarter Ended
Jun-11 Sep-11 Dec-11

(Rs mn)

Net Sales 44,044 39,806 46,508
YoY Gr. (%) 143.4 22.7 24.3
EBITDA 12,271 6,525 10,439
EBIDTA Mar % 27.9 16.4 22.4
Adj. Net Profit 6,831 2,789 6,169
YoY Gr. (%) 181.3 140.8 99.9
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p I n c UltraTech Cement
Variance to PINC Estimate

(Rs mn) Actual Estimate Var (%) Comments

Net Sales 46,508 45,406 2.4 Subsidy and realisation boosted revenue

EBITDA 10,439 9,196 13.5

EBITDA Margin (%) 22.4 20.3 219 bps Profitability improved on higher cement prices
Adjusted PAT 6,169 4,578 34.7 Subsidy on Interest further boosted profits

Financial Table (Rs mn)

Dec-11 Dec-10 YoY% Sep-11 Qo Q% IMFY12 9MFY11 YoY%

Net Sales 46,508 37,409 24.3 39,806 16.8 130,358 87,950 48.2
EBITDA 10,439 7,334 42.3 6,525 60.0 29,235 15,967 83.1
EBITDA Margins (%) 22.4 19.6 280 bps 16.4 610 bps 22.4 18.2 430 bps
Other Income 765 350 118.5 325 135.1 1,358 1,021 33.0
Interest 295 818 (63.9) 672 (56.0) 1,693 1,942 (12.8)
Depreciation 2,236 2,191 2.1 2,228 0.4 6,694 5,390 24.2
PBT 8,672 4,675 85.5 3,951 119.5 22,206 9,656 130.0
Tax 2,503 1,589 57.5 1,162 115.4 6,417 2,984 115.1
Reported PAT 6,169 3,190 93.4 2,789 121.2 15,789 6,672 136.6
Adjusted PAT 6,169 3,086 99.9 2,789 121.2 15,789 6,672 136.6
Adjusted EPS (Rs) 225 11.3 99.9 10.2 121.2 57.6 24.3 136.6

Dec-11 Dec-10 YoY% Sep-11 Qo Q% 9MFY12 9MFY11 YoY%
Net Realisations 4,492 3,746 19.9 4,246 5.8 4,439 3,607 231
Raw Material Costs 576 487 18.3 675 (14.6) 570 472 20.9
Purchase of Traded Goods 44 28 57.6 49 (10.2) 43 34 26.5
Pow er & Fuel Costs 1,099 897 225 1,037 6.0 1,059 885 19.7
Employee Expenses 219 188 16.5 224 (2.1) 209 184 135
Freight & Handling Expense 826 729 13.2 812 1.6 803 712 12.7
Other Expenditure 780 682 14.4 817 (4.5) 759 665 14.2
EBITDA* 1,026 734 39.7 709 448 995 655 52.0

* EBITDA includes other operating Income

Proforma Volumes for UltraTech + Samruddhi

Dec-11 Dec-10 YoY% Sep-11 Qo Q% 9IMFY12 9IMFY11 YoY%
Cement Capacity 12.19 12.19 0.0 12.19 0.0 36.56 36.56 0.0
Cement Production 9.84 9.31 5.7 8.85 11.2 28.35 27.84 1.8
Capacity Utilisation (%) 80.7 76.4 440 bps 72.6 810 bps 77.5 76.1 140 bps
Total Sales 9.93 9.80 1.3 8.99 10.4 28.77 29.29 (1.8)
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Sales Volume*
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UltraTech Cement

Realisation Trend*
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UltraTech Cement

Year Ended March (Figures in Rs mn)

Income Statement FY10 FY11 FY12E FY13E FY14E Cash Flow Statement FY10 FY11 FY12E FY13E FY14E
Net Sales 70,497 132,099 181,028 199,047 227,388 Pre-tax profit 15882 19,117 32,022 37,019 41,430
Growth (%) 10.4 87.4 37.0 10.0 14.2 Depreciation 3,711 34,056 9,052 9,608 11,329
Operating profit 19,718 25424 40,196 46,832 52,718  Total tax paid (3891) 3114  (9,844) (10,684) (12,179
Other operating income 637 1,460 1,520 1,368 1,436 Chg in working capital (875) (940) 62 (688)  (3,545)
EBITDA 20,354 26,884 41,715 48,199 54,154 Other operating activities
Growth (%) 15.7 321 55.2 15.5 12.4 Cash flow from oper. (a) 14,827 55,347 31,292 35,255 37,035
Depreciation (3,881)  (7,657)  (9,052)  (9,608) (11,329)  Capital expenditure (2592) (12,801) (37,497) (27,550) (25,200)
Other income 584 1,407 1,741 1,597 1,666 Chg in investments (76)  (1,947)
EBIT 17,057 20,633 34,405 40,189 44,490 Other investing activities (46,435)
Interest paid (1,175 (2771) (2383) (3170) (3,061)  Cash flowfrom inv. (b) (2,668) (61,182) (37,497) (27,550) (25,200)
PBT (before E/o items) 15,882 17,862 32,022 37,019 41,430 Free cash flow (ath) 12,160 (5,835)  (6,205) 7,705 11,835
Tax provision (4,949)  (5,075) (9,607) (10,884)  (12,429) Equity raised/(repaid) (246) 1,543
E/o Income / (loss) 1,255 Debt raised/(repaid) (5,371) (27) 1,758 (3,865 (6,142
Net profit 10,933 14,042 22,415 26,135 29,001 Chg in Minorities int.
Adjusted net profit 10,933 12,787 22415 26,135 29,001 Dividend (incl. tax) (728) (671) (1911) (2237) (2.237)
Growth (%) 15.2 17.0 75.3 16.6 11.0 Other financing activities 250 24,463
Diluted EPS (Rs) 87.8 54.0 81.8 95.4 105.8 Cash flow from fin. (c) (6,09) 25,107 (152) (61020 (8,379
Diluted EPS Growth (%) 15.2 (38.5) 51.4 16.6 11.0 Net chg in cash (atb+c) 6,064 19272  (6,357) 1,603 3457
Balance Sheet FY10 FY11 FY12E FY13E FY14E Key ratios FY10 FY11 FY12E FY13E FY14E
Equity capital 1,265 2,788 2,788 2,788 2,788 EBITDA Margin (%) 28.6 20.1 22.9 24.0 23.7
Reserves & surplus 44,822 103,872 124,051 147,949 173,754 Net margin (%) 15.5 9.7 12.4 131 12.8
Shareholders' funds 46,087 106,660 126,839 150,737 176,542 Dividend yield (%) 0.5 0.6 0.6 0.6 0.8
Minorities interests Net debt/Equity (x) (0.0) 0.0 0.1 0.1 (0.0)
Total Debt 16,045 41,446 43204 39,339 33,198 Net Working Capital (day's) 5 13 4 3 3
Capital Employed 62,132 148,106 170,043 190,076 209,740 Asset turnover (x) 0.9 0.9 0.8 0.8 0.9
Net fixed assets 52,011 125,056 153,501 171,443 185,313 ROCE (%) 25.2 17.4 19.3 20.2 20.3
Cash & Cash Eq. 17,004 36,276 29,919 31,522 34,979 ROE (%) 26.6 16.7 19.2 18.8 17.7
Net other Current Assets 896 1,600 1,649 2,337 4,923 PER (x) 13.8 224 14.8 12.7 114
Investments 529 2,475 2,475 2,475 2,475 Price/Book (x) 3.3 2.7 2.6 2.2 19
Net Deferred Tax Assets  (8,307) (17,301) (17,501) (17,701) (17,951) EV/EBITDA (x) 14.8 114 7.5 6.4 5.5
Total assets 62,132 148,106 170,043 190,076 209,740 EVIMT (USD) 135 144 148 145 119
1600 480 10 x
15x
1200 360 8x
12 x
- 6 x
& 800 9x 2 240
6 x 4x
400 120
3x 2X
0
Jan-08 Jan-09 Jan-10 Jan-11 Jan-12 Jan-08 Jan-09 Jan-10 Jan-11 Jan-12
vineet.hetamasaria@pinc.co.in nikhil.deshpande@pinc.co.in 4



PINC

TEAM

Sadanand Raje

Vineet Hetamasaria, CFA
Nikhil Deshpande
Tasmai Merchant
Vinod Nair

Ankit Babel

Hitul Gutka
Subramaniam Yadav
Madhura Joshi
Satish Mishra
Urvashi Biyani
Naveen Trivedi

Rohit Kumar Anand
Niraj Garhyan
Namrata Sharma
Sakshee Chhabra
Bikash Bhalotia
Harleen Babber
Dipti Vijaywargi
Sushant Dalmia, CFA
Poonam Sanghavi
Suman Memani
Abhishek Kumar

C Krishnamurthy

Rajeev Gupta
Ankur Varman
Himanshu Varia
Shailesh Kadam
Ganesh Gokhale

Mehul Desai

Amar Margaje

Ashok Savla

Sajjid Lala

Raju Bhavsar
Hasmukh D. Prajapati
Dhirenpuri D. Goswami
Arjun Prajapati

Gaurang Gandhi
Hemang Gandhi
Ketan Gandhi

Rakesh Bhatia

Head - Institutional Sales
Technical Analyst

Head of Research, Auto, Cement
Auto, Auto Ancillary, Cement
Auto, Auto Ancillary, Cement
Construction, Power, Capital Goods
Capital Goods, Engineering
Power

Construction

Power

Fertiliser, Oil & Gas
Fertiliser, Oil & Gas

FMCG

IT Services

IT Services

Media

Media

Metals, Mining

Metals, Mining

Metals, Mining

Pharma

Pharma

Real Estate, Mid caps

Real Estate, Mid caps
Technical Analyst

Equities
Equities
Equities
Derivatives
Derivatives

Head - Sales Trading

Head Compliance

sadanand.raje@pinc.co.in

vineet.hetamasaria@pinc.co.in
nikhil.deshpande @pinc.co.in
tasmai.merchant@pinc.co.in
vinod.nair@pinc.co.in
ankit.b@pinc.co.in
hitul.gutka@pinc.co.in
subramaniam.yadav@pinc.co.in
madhura.joshi@pinc.co.in
satish.mishra@pinc.co.in
urvashi.biyani@pinc.co.in
naveent@pinc.co.in
rohit.anand@pinc.co.in
niraj.garhyan@pinc.co.in
namrata.sharma@pinc.co.in
sakshee.chhabra@pinc.co.in
bikash.bhalotia@pinc.co.in
harleen.babber@pinc.co.in
dipti.vijaywargi @pinc.co.in
sushant.dalmia@pinc.co.in
poonam.sanghavi@pinc.co.in
suman.memani@pinc.co.in
abhishek.kumar@pinc.co.in
krishnamurthy.c@pinc.co.in

rajeev.gupta@pinc.co.in
ankur.varman@pinc.co.in
himanshu.varia@pinc.co.in
shaileshk@pinc.co.in
ganeshg@pinc.co.in

mehul.desai@pinc.co.in
amar.margaje@pinc.co.in
ashok.savla@pinc.co.in
sajjid.lala@pinc.co.in
rajub@pinc.co.in
hasmukhp@pinc.co.in
dhirenpurig@pinc.co.in
arjun.prajapati@pinc.co.in

gaurangg@pinc.co.in
hemangg@pinc.co.in
ketang@pinc.co.in

rakeshb@pinc.co.in

91-22-6618 6366

91-22-6618 6388
91-22-6618 6339
91-22-6618 6377
91-22-6618 6379
91-22-6618 6551
91-22-6618 6410
91-22-6618 6371
91-22-6618 6395
91-22-6618 6488
91-22-6618 6334
91-22-6618 6384
91-22-6618 6372
91-22-6618 6382
91-22-6618 6412
91-22-6618 6516
91-22-6618 6387
91-22-6618 6389
91-22-6618 6393
91-22-6618 6462
91-22-6618 6709
91-22-6618 6479
91-22-6618 6398
91-22-6618 6747

91-22-6618 6486
91-22-6618 6380
91-22-6618 6342
91-22-6618 6349
91-22-6618 6347

91-22-6618 6303
91-22-6618 6327
91-22-6618 6321
91-22-6618 6337
91-22-6618 6322
91-22-6618 6325
91-22-6618 6345
91-22-6618 6346

91-22-6618 6400
91-22-6618 6400
91-22-6618 6400

91-22-6618 6400



Rating Objective

Large Caps Mid Caps
Rating M.Cap > USD1bn M.Cap <= USD1bn
Return %
BUY More than 15 More than 20
Accumulate 5to 15 10 to 20
Reduce (-)5 to +5 0 to 10
Sell Below (-)5 Less than O

Infinity.com

pl n c Financial Securities Ltd

SwmALL WORLD, INFINITE OPPORTUNITIES

Member : Bombay Stock Exchange & National Stock Exchange of India Ltd. : Sebi Reg No: INB 010989331. Clearing No : 211
1216, Maker Chambers V, Nariman Point, Mumbai - 400 021; Tel.: 91-22-66186633/6400 Fax : 91-22-22049195

Disclaimer: This document has been prepared by the Research Desk of M/s Infinity.com Financial Securities Ltd. (PINC) and is meant for use of the
recipient only and is not for public circulation. Each recipient of this document should make such investigations as it deems necessary to arrive at
an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and
should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be
suitable for all investors

The information contained herein is obtained and collated from sources believed reliable and PINC has not independently verified all the
information given in this document. Accordingly, no representation or warranty, express or implied, is made as to the accuracy, completeness or
fairness of the information and opinions contained in this document.

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as
endorsement of the views expressed in the report. The opinion expressed or estimates made are as per the best judgement as applicable at that
point of time and PINC reserves the right to make modifications and alternations to this statement as may be required from time to time without any
prior approval

PINC, its affiliates, their directors, employees and their dependant family members may from time to time, effect or have effected an own account
transaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment
banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of these entities
functions as a separate, distinct and independent of each other. The recipient should take this into account before interpreting the document
This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis
of PINC. The views expressed are those of analyst and the PINC may or may not subscribe to all the views expressed therein

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to
any other person or published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into
the United State (to U.S.Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed
in Japan or to any resident thereof. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose
possession this document comes should inform themselves about, and observe, any such restrictions

Neither PINC, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special
or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information.

Copyright in this document vests exclusively with PINC and this document is not to be reported or circulated or copied or made available to others.

Our reports are also available on Reuters, Thomson Publishers and Bloomberg PINV <GO>



