P(abhudas UltraTech Cement
Lilladher Finally, the ‘Global footprint’ bug bites

B Earnings marginally below expectation but completely missing quality:

April 30, 2010 UltraTech Cement (UltraTech) reported PAT of Rs2.3bn, marginally below our [Neb)
estimate of Rs2.4bn. However, the performance on EBITDA level was below our E
expectation by a wide margin of 13%. Underperformance was primarily led by N®;

Rating Reduce higher-than-expected other expenses on account of higher repairs & %

Price Rs1,019 maintenance cost (Rs200m) associated with extended shutdown at Tadapatri unit o

Target Price Rs851. and publicity cost (Rs230m). Net revenue grew by 2.6% on the back of 4.8% S
volume growth and 2% cut in realisation. EBITDA at Rs4.0bn fell short of our M%)

Implied Upside (-) 16.4% expectation of Rs4.6bn. The gap between our expectation and reported numbers &

Sensex 17,497 on EBITDA level was reduced to mere Rs124m on PAT level due to lower-than- o

(Prices as on April 29, 2010) expected tax rate. —

B Acquisition of Star Cement, a negative for medium term: Management E
approved the acquisition of UAE-based ETA Star Cement at an enterprise value 8

of Rs17bn or US$127 per tonne. It has 2.3 mtpa clinkerisation plant and 2.1mtpa

Trading Data o T i
cement unit in the UAE and 0.4mtpa and 0.5mtpa of cement capacity in Bahrain

Market Cap. (Rs bn) 126.8 and Bangladesh, respectively. Cement industry in UAE is facing severe
Shares o/s (m) 124.5 oversupply, with utilisation rates expected at below 60% level for CY10 and
Free Float 45.22% CY11. Demand came-off sharply by 16% to 18m tonnes in CY09 and it is expected

to slide further at double-digit rate in CY10 due to a sharp meltdown in the

construction sector. ~47% of the total projects to the tune of US$968bn (at the

3M Avg. Daily Value (Rs m) 243.1 end of CY09) were put on hold. Situation seems further grim on UAE’s cement
capacity which would increase from 34m tonnes at the end of CY09 to 41m
tonnes during CY10. This would translate into a massive surplus of 20m tonnes in
CY10. We see marginal returns on investment over the medium term.

3M Avg. Daily Vol (“000) 228.4

B Valuation: The acquisition is expected to further suppress the returns on capital,

Major Shareholders o e - ) ]
when already the existing tough sector conditions in the domestic operations

Promoters 54.78% compressed the returns significantly. At CMP, stock trades at P/E of 14.4x and
Foreign 10.93% 15.5x FY11E and FY12E, respectively, while on EV/EBITDA, it trades at 7.6x and
Domestic Inst. 11.70% 7.7x FY11E and FY12E, respectively. Valuations remain in the expensive territory,
. clearly overlooking the oversupply situation in the sector. We maintain ‘Reduce’
Public & Others 22.59%
on the stock.
Key financials (Y/e March) FY09 FY10E FY11E FY12E
Revenues (Rs m) 65,636 71,751 158,380 167,916
Stock Performance Growth (%) 16.7 9.3 120.7 6.0
) M oM 1oM EBITDA (Rs m) 17,185 19,847 38,959 37,028
PAT (Rs m) 9,781 10,952 19,438 18,029
Absolute (10.5) 34.0 79.5 EPS (Rs) 78.6 88.0 70.9 65.8
Relative (9.3) 25.0 26.0 Growth (%) (3.7 12.0 (19.4) (7.2)
Net DPS (Rs) 5.0 6.0 6.0 6.0

Source: Company Data; PL Research

Price Performance (RIC:ULTC.BO, BB:UTCEM IN) Profitability & valuation FY09 FY10E FY11E FY12E
EBITDA margin (%) 26.2 27.7 24.6 22.1
®s) ROE (%) 31.0 27.1 17.0 15.1
1,200 7 ROCE (%) 18.6 17.6 13.0 12.7
1,100 1 EV / sales (x) 2.1 1.9 1.9 1.7
1,000 1 EV / EBITDA (x) 8.0 6.4 7.6 7.7
900 1 EV / Tonne (US$) 129.2 126.2 135.1 129.1
800 1 PE (X) 13.0 11.6 14.4 15.5
700 1 P/ BV (X) 3.5 2.7 2.4 2.3
Zgg l Net dividend yield (%) 0.5 0.6 0.6 0.6
$ 8 3. GC’.’ 8 9‘. "‘? Source: Company Data; PL Research
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Q4FY10 Result Overview (Standalone)

UltraTech Cement

(Rs m)

Y/e March Q4FY10 Q4FY09 YoY gr. Q3FY10 FY10 FY09 YoY gr.
(%) (%)

Net Sales 19,094 18,601 2.6 16,518 70,548 63,831 10.5
Raw Material 3,614 2,559 41.2 2,649 9,976 6,157 62.0
% of Net Sales 18.9 13.8 - 16.0 14.1 9.6 -

Staff Costs 660 566 16.6 623 2,507 2,177 15.2
% of Net Sales 3.5 3.0 - 3.8 3.6 3.4 -

Power & Fuel 3,651 4,053 (9.9) 3,564 14,210 17,130 (17.0)
% of Net Sales 19.1 21.8 - 21.6 20.1 26.8 -

Freight 3,485 3,109 12.1 2,930 12,325 10,711 15.1
% of Net Sales 18.3 16.7 - 17.7 17.5 16.8 -

Other Expenses 3,657 2,984 22.6 2,917 11,800 10,592 11.4
% of Net Sales 19.2 16.0 - 17.7 16.7 16.6 -

Total Expenditure 15,067 13,271 13.5 12,682 50,818 46,767 8.7
EBITDA 4,026 5,331 (24.5) 3,836 19,730 17,064 15.6
Margin (%) 21.1 28.7 = 23.2 28.0 26.7 =

Depreciation 993 906 9.6 985 3,881 3,230 20.1
Other income 258 287 (10.1) 300 1,208 1,036 16.6
EBIT 3,291 4,712 (30.2) 3,151 17,057 14,870 14.7
Interest 285 340 (16.3) 262 1,175 1,255 (6.4)
PBT 3,007 4,372 (31.2) 2,888 15,882 13,615 16.7
Tax 721 1,277 (43.5) 928 4,949 3,844 28.7
% PBT 24.0 29.2 - 32.1 31.2 28.2 -

Reported PAT 2,285 3,095 (26.1) 1,960 10,932 9,770 11.9

Operating parameters (Standalone)

Y/e March Q4FY10 Q4FY09 YoY gr. Q3FY10 FY10 FY09 YoY gr.
(%) (%)

Volume (mn te) 5.7 5.4 4.8 5.0 20.2 18.4 9.6
Net Blended Realisations (Rs/te) 3,350 3,419 (2.0) 3,277 3,491 3,461 0.9
Net domestic cement Realisation (Rs/te) 3,325 3,527 (5.7) 3,252 3,509 3,469 1.2
EBITDA/ te (Rs/te) 706 980 (27.9) 761 976 925 5.5
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Buy Accumulate Reduce Sell

PL’s Recommendation Nomenclature

BUY : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months
Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month

Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient
only as information and is not for circulation. This document is not to be reported or copied or made available to others without prior permission of

PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently
verified the accuracy or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of

whatsoever nature for the information, statements and opinion given, made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go
down as well. The suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice

should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act
as principal or engage in transactions of securities of companies referred to in this report and they may have used the research material prior to

publication.
We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.
For Clients / Recipients in United States of America:

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This material is for
informational purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information
provided herein unless agreed to by all of the parties. Additionally, you are prohibited from using the information for any reason or purpose outside

its intended use. Any questions should be directed to Gerard Visci at DAP at 212.850.8888.




