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 Cement Update: Prices remain firm… 

We spoke to cement dealers across India to get a feel for the pricing 
trends in cement. Dealers indicated that prices across regions 
increased by Rs5 per 50 kg bag except South in the month of 
November. Prices remained stable during the month in Hyderabad and 
Bangalore whereas declined by Rs5 per bag in Chennai due to 
prolonged monsoons. In Kolkata (East) prices further rose by Rs5 per 
50 kg bag in November and are currently stable at Rs215 per bag. Our 
dealer source indicated that prices are currently stable in all the 
regions except for South, where prices are expected to rise by Rs5 per 
bag in the coming week. Going forward, given the strong demand and 
limited capacity addition in FY07E, we expect prices to further increase 
by Rs3-5 per bag across regions.  

Despatches of the majors have shown a healthy trend, with a 10% YoY 
rise to 5.54 mn tonnes. The growth in volume was on back of strong 
demand growth of 10% YoY for April-November 2006. We continue to 
have a positive outlook on the cement sector, and expect the rise in 
despatches and prices to continue. Going forward, we expect demand 
to continue to be buoyant and grow by 9.0-9.5% YoY for FY07E. Our 
top picks are Grasim and India Cements.  

(Please click here for details on page 2) 

Market Movement 

 Close Diff % Chg 
BSE 100 7,062.7 20.5 0.3% 
CNX  Nifty Jr 7,177.1 -11.4 -0.2% 
Dow Jones 12,331.6  47.8  0.4%  
Nasdaq 2,452.4  4.0  0.2%  

Turnover 

 Rs mn  % Chg 
BSE  47,790  -1.3% 
NSE 87,990  -0.6% 

Advances/Declines (%) 

 Advances Declines 
BSE 48.8% 48.8% 
NSE 46.3% 51.2% 

Nifty Delivered Statistics 

 Delivered 
Quantity 

% Daily 
Quantity* 

Most Delivered   
SCI           48,107  82.7 
HDFC         447,367  82.7 
INFOSYSTCH       1,207,524  74.6 
HCL Tech       1,076,344  74.4 
Least Delivered   
ACC           83,104  13.7 
ABB           14,068  11.3 
Titan         116,506  11.0 
SBI         134,134  10.7 

* to trade quantity. 

Institutional Activity 

4 December 2006 Cash (Rs mn) F&O (Rs mn) 
FIIs   
Buy 25,527 8,064 
Sell 53,665 10,367 
Net -28,138 -2,304 
Mutual Funds   
Buy 4,844 - 
Sell 4,413 - 
Net 432 - 

Key Statistics 

 Close Change 
Rs/US$ 44.53  0.00  
Rs/Euro 59.30  0.00  
10 yr G-Sec (%) 7.39  0.00  
Call rate (%) 6.10 - 
Brent-spot (US$/bbl) 63.93  -0.03 
WTI-spot (US$/bbl) 62.43  -0.01 
Aluminium (LME, US$/t) 2,864 56.00 
Copper (LME, US$/t) 7,048 118.00 
Zinc (LME, US$/t) 4,600 62.00 
Steel (US$/t) 600 0.00 

 



Prices remain firm…
We spoke to cement dealers across India to get a feel for the pricing
trends in cement. Dealers indicated that prices across regions increased
by Rs5 per 50 kg bag except South in the month of November. Prices
remained stable during the month in Hyderabad and Bangalore whereas
declined by Rs5 per bag in Chennai due to prolonged monsoons. In
Kolkata (East) prices further rose by Rs5 per 50 kg bag in November
and are currently stable at Rs215 per bag. Our dealer source indicated
that prices are currently stable in all the regions except for South, where
prices are expected to rise by Rs5 per bag in the coming week. Going
forward, given the strong demand and limited capacity addition in
FY07E, we expect prices to further increase by Rs3-5 per bag across
regions.

Despatches of the majors have shown a healthy trend, with a 10% YoY
rise to 5.54 mn tonnes. The growth in volume was on back of strong
demand growth of 10% YoY for April-November 2006. We continue to
have a positive outlook on the cement sector, and expect the rise in
despatches and prices to continue. Going forward, we expect demand to
continue to be buoyant and grow by 9.0-9.5% YoY for FY07E. Our top
picks are Grasim and India Cements.

Please see important  d isclaimer at  the end of the report .
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Sector: Cement

So urce: Cement d ealers.

Exhibit 1: Pricing trends in major cities              (Rs/50 kg bag)

Ci ty No v 06 Yo Y %  chg Mo M % c hg Ap ri l-No v 06 YoY% ch g

Mumbai (W) 230 35. 3 2.2 223 2 7.4

Ahmedabad (W) 206 26. 4 2.5 199 2 3.6

Jaipur  (N) 192 28. 0 2.1 186 2 5.7

Delhi (N) 210 25. 7 1.4 206 2 9.6

Kolkata (E) 215 34. 4 2.4 202 1 6.8

Chennai (S) 195 30. 9 0.0 192 2 3.9

Hyderabad (S) 178 42. 4 0.0 177 4 5.1

nnnnn Price rise of Rs5 per bag in East: The scenario continued to be
favourable in East with the prices rising by Rs5 per bag in the month
of November. The demand in East grew by 4.63% YoY for the period
April-November 2006. Demand in the eastern region has picked up from
a negative growth in the beginning of FY07. Our dealer source indicated
that prices are currently stable at Rs215 per bag and demand continues
to be strong.

nnnnn Prices rise in West and North: Prices in Mumbai and Ahmedabad
(West) have increased by Rs5 per bag taking prices to Rs230/bag and
Rs206/bag respectively in November. Our dealer source indicated that
the demand has remained strong, which has driven the prices to their
highs. Demand in West grew by 8.7% YoY for the period April-November
2006. In Jaipur (North) prices increased by Rs3 per bag in the month of
November and are currently stable at Rs192 per bag.
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Source: Company.

Exhibit 2: Cement despatches in November 2006                (mn tonnes)

C om p an y Nov 06 Yo Y % chg MoM % ch g A pri l-No v 0 6 Yo Y% chg
A CC 1. 52 2. 8 (7. 3) 12. 0 5. 5

GACL 1. 31 9. 2 4 .8 9. 6 11 .2

Gras im+Ultra Tech 2. 71 14. 8 (2. 9) 20. 5 10. 6

Total 5. 54 10. 0 (2. 5) 42. 1 9. 3

nnnnn Price rise expected in South: The scenario in the southern region
has been little different from other regions with pr ices remaining
stable in the month of November too. Infact, prices corrected by Rs5
per bag in Chennai due to prolonged monsoons. Our dealer source
indicated that the prices have moved by Rs5 per bag in  Chennai
taking prices back to Rs195 per bag w.e.f. 1 December 2006. Whereas
prices  are likely to increase by Rs3-5 per bag in Hyderabad and
Bangalore in the coming week. Demand in the South grew by 16% YoY
for the period April-October 2006.

nnnnn Majors announced 10% YoY growth in despatches: The cement
majors reported a robust growth of 10% YoY in despatches for the
month of November 2006 on back of strong demand growth.

nnnnn ACC's despatches grew by 2.8% YoY to 1.52 mn tonnes for the month
of November. In the last 11 months, ACC has reported volumes of
16.98 mn tonnes - a growth of 7.0% YoY. We expect a volume growth
of 8% YoY to 18.9 mn tonnes in CY06E.

nnnnn Gujarat Ambuja Cements consolidated volumes (including Ambuja
Cement Eastern) grew by 9.2% YoY rise in despatches to 1.31 mn
tonnes for the month of November. Exports rose by 47.5% YoY to 0.16
mn tonnes.

nnnnn Grasim and UltraTech combined reported a strong growth of 14.8%
YoY in despatches in November. UltraTech 's  domestic despatches
grew by 16.8% YoY to 1.05 mn tonnes, cement exports grew by 2.3%
YoY to 0.14 mn tonnes and clinker exports grew by 36% YoY to 0.24
mn tonnes. Grasim's  despatches grew by 9 .3% YoY to 1 .20 mn
tonnes.

nnnnn Appreciating prices: Prices further rose by Rs5 per bag across region
in the month of November except South. Demand continued to be
very strong with the total demand rising by 10% YoY for the period
April-November 2006. The scenario continues to be positive with prices
currently being firm across regions and a rise of Rs5 per bag expected
in  the southern region. Going forward, we expect demand to be
buoyant and grow by 9.0-9.5% YoY for FY07E. The increasing demand-
supply gap is driving the prices. We expect prices to rise further by
Rs3-5 per bag across regions. Our top picks are Grasim and India
Cements.
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Disclaimer
ASK Raymond James & Associates Private L imited , Mu mba i i s a joint ven ture between ASK Investme nts and Fina ncial Consultants Private Limited, Mumbai and Heritage Internationa l Limi ted (a su bsidiary o f
Ra ymond James Financial, Inc, USA). This pu blication has been  prepared by ASK-Raymond  James & Associates Private Limited a nd may b e distributed b y it and its affil iate d companie s (co llecti ve ly "Raymond
James") solely for the informa tion of the  customers of Raymo nd James. Ra ymond Ja mes & Associate d companies are a full-service, in tegrate d investment banking, i nve stmen t manage ment an d brokerage group.
While  reasona ble care h as bee n used  in  its p re paration, this re port does not pu rport to  be a complete d escrip tio n o f the  securities, markets or developmen ts re ferred to  he re in, and  Raymond  James d oes no t
warrant its accuracy or completeness. The information contained herein ma y be chan ged wi thout notice.
We an d ou r affil iate s, officers, directors, and  employee s world wide may: (a) from time  to time, have long or sho rt p ositio ns in, and b uy or se ll the securiti es thereof, of th e companies mentioned herein or (b) be
en gaged in a ny other transaction involving such securities and  earn brokerage o r other compensation or act as a market maker in the finan cial i nstruments of the  companies discu ssed herein or act as advisor or
le nder/borrower to such co mpanies or ha ve oth er potential  conflict of inte rest with  respect to any recommendation and related information and opinions. Our research analysts and  sales pe rsons pro vid e importa nt
inputs into ou r investmen t banking activities.
This report is not an  offe r, or sol icita tio n o f an offer, to b uy or sell any se cu rity mentioned herein. No part of this material ma y be dupl icate d in a ny form and /or redistributed without the prior written consent o f
Raymond James.
This report is not directed or in tended fo r distribu tion to , or use by, any person or entity who i s a citizen o r resident of or l ocated in a ny locality, sta te, country or other jurisdiction, where su ch distribu tion, pu blication,
avai labil ity or use would  be contra ry to  law , re gulation or wh ich wo uld su bject Raymond Ja mes and affili ate s to  any registration  or licensing requirement with in such jurisdiction.  Th e securities described herein
may or may no t be  elig ible  for sale in a ll ju risdictions or to a certain  ca teg ory of investo rs. Persons in  whose p osse ssion this documen t may come are  re quired  to inform themselve s of a nd to observe
such restricti ons.
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An al yst  Cert ificat ion
The researc h analysts, with respect to each issuer and its sec urities covered by them in this research report, certify that:
nnnnn All  of the views  expressed in this research report acc urately reflect his or her personal views about all  of the issuers and their sec urities; and
nnnnn No part of his or her com pensation was, is, or wil l be directly or indirectly related to the speci fic recommendations or views expressed in this research report.
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