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Cement Monthly Dealer Check

Prices in South decline, too soon too fast

Cement prices continued on their downward trajectory for yet another month,
but this time at an accelerated pace, particularly in Andhra Pradesh (AP).
Cement prices in this market are currently hovering around Rs 150-155/bag,
down by Rs 50-60/bag from its peak two months back. Cement prices in
Chennai too have declined by Rs 15-20/bag to ~Rs 230-240/bag. Dealers
believe that prices in south India could fall further in the coming weeks as
demand shows no signs of revival. While prices in central and northern regions,
particularly in Delhi, have remained flat, that in the western region of Pune
have declined by 15-20/bag. Interestingly, these price corrections have
happened during the pre-monsoon period; with the monsoon setting in, a
further drop cannot be ruled out. We continue to maintain Sell on ACC, Ultra
Tech, and India Cements. Grasim (post steep correction) and Shree Cement
remain out best bets in the sector.

South prices nosedive: Our dealer checks indicate that cement prices in the south Pune (Wes) v/s Hyderabad (South) cement prices

have declined by Rs 15-20/bag across states. This revision has brought down prices (Rs/bag)
in Chennai to Rs 230-240/bag and Bangalore to Rs 230/bag. The decline has been 300 1

sharper in AP — cement prices in this market have tumbled by Rs 55-60/bag from its 280
peak two months back and currently stand in the range of 150-155/bag. With ;28 V\’—’_-\./\
monsoon setting in and the demand already lackluster, further price cuts in the 220 1
south are inevitable. 200 A

180 -
Western region a mixed bag: The Pune market in the western region is essentially 160 A

correlated with the AP market as dispatches enter Maharashtra from AP, once the 140 1
gap between the prices widens. Prices in the Pune market have corrected by Rs 15- 1(2)8 i
20/bag in the last 15 days. Dealers opine that prices could well go below

Rs 200/bag as monsoon sets in and AP market looks weak. For the Mumbai market,
although prices have been steady at Rs 245-250/bag, a decline is expected in the
next 15-20 days.
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Northern region stays flat: Cement prices in New Delhi have remained steady at
Rs 245-250/bag. Gurgaon, however, has seen a drop of Rs 5-10/bag to Rs 225-
230/bag and, is likely to see a further decline of Rs 5-10/ bag in the coming
weeks. While prices in Jaipur have increased by Rs 5/bag in last 15 days, and are
in the Rs 230-238/bag range currently, our dealer checks suggest that since
demand is low, the price rise may not be absorbed by the market.

Central region flat; eastern markets see a decline: Cement prices in Uttar Cement prices in south India have
Pradesh have remained flat at Rs 250/bag; however, demand continues to be nosedived but have remained steady
weak in this market. In the eastern region, especially in Kolkata, prices have in central & northern regions
declined by Rs 5/bag and are currently at Rs 280-290/bag; in the bulk segment,
prices are hovering at Rs 260-265/bag. Dealer suggests prices in this market
could decline by Rs 10-15/bag.

Caution advocated: Given the low single-digit demand growth, lurking Low demand, a lurking monsoon,
monsoons, and increased supply pressure, we believe this is not an opportune
time to enter pure cement players. We reinstate a Sell on ACC, Ultra Tech, and
India Cements. Grasim (post significant correction in last one month) and Shree
Cement remain our best bets in the cement sector.

high supply pressure — not the right
time for entering pure cement plays

e
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Cement prices see steep correct

Fig 2 - Bangalore (South)

Fig 1 - Hyderabad (South)
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Fig 4 - Delhi (North)

Fig 3 - Lucknow (Central)
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Fig 6 - Mumbai (West)

Fig 5 - Kolkatta (East)
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Coverage Profile
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Recommendation interpretation

Recommendation Expected absolute returns (%) over 12 months
Buy More than 15%

Hold Between 15% and -5%

Sell Less than —5%

Recommendation structure changed with effect from March 1, 2009

Expected absolute returns are based on share price at market close unless otherwise stated. Stock recommendations are based on absolute upside (downside) and have a
12-month horizon. Our target price represents the fair value of the stock based upon the analyst’s discretion. We note that future price fluctuations could lead to a temporary
mismatch between upside/downside for a stock and our recommendation.

Religare Capital Markets Ltd

4™ Floor, GYS Infinity, Paranjpe ‘B’ Scheme, Subhash Road, Vile Parle (F), Mumbai 400 057.

Disclaimer

This document is NOT addressed to or intended for distribution to retail clients (as defined by the FSA).
This document is issued by Religare Capital Markets plc (“/RCM”) in the UK, which is authorised and regulated by the Financial Services Authority in connection with its UK
distribution. RCM is a member of the London Stock Exchange.

This material should not be construed as an offer or recommendation to buy or sell or solicitation of any offer to buy any security or other financial instrument, nor shall it, or
the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating to such action or any other matter. The material in this report is based
on information that we consider reliable and accurate at, and share prices are given as at close of business on, the date of this report but we do not warrant or represent
(expressly or impliedly) that it is accurate, complete, not misleading or as to its fitness for the purpose intended and it should not be relied upon as such. Any opinion
expressed (including estimates and forecasts) is given as of the date of this report and may be subject to change without notice.

RCM, and any of its connected or affiliated companies or their directors or employees, may have a position in any of the securities or may have provided corporate finance
advice, other investment services in relation to any of the securities or related investments referred to in this document. Our asset management area, our proprietary trading
desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this briefing note.

RCM accepts no liability whatsoever for any direct, indirect or consequential loss or damage of any kind arising out of the use of or reliance upon all or any of this material
howsoever arising. Investors should make their own investment decisions based upon their own financial objectives and financial resources and it should be noted that
investment involves risk, including the risk of capital loss.

This document is confidential and is supplied to you for information purposes only. It may not (directly or indirectly) be reproduced, further distributed to any person or
published, in whole or in part, for any purpose whatsoever. Neither this document, nor any copy of it, may be taken or transmitted into the United States, Canada, Australia,
Ireland, South Africa or Japan or into any jurisdiction where it would be unlawful to do so. Any failure to comply with this restriction may constitute a violation of relevant
local securities laws. If you have received this document in error please telephone Nicholas Malins-Smith on +44 (0) 20 7382 4479.
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