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Figure 1. Statistical Abstract 

    Revenue Net Profit EBITDA EPS EPS growth* P/E* EV/EBITDA* 
    (Rs mn) (Rs mn) (Rs mn) (Rs) (%) (X) (X) 
FY04 Jun-04 19,681 3,368 5,370 2.2 14% 65.8 33.7 
FY05 Jun-05 25,999 4,683 7,241 3.5 59% 41.3 24.8 
CY06 (18m) Dec-06 62,683 15,033 21,331 9.9 91% 21.6 14.5 
CY07E Dec-07 54,161 15,312 22,143 10.1 53% 14.2 9.5 
CY08E Dec-08 54,362 13,575 19,999 8.9 -11% 16.0 10.9 
CY09E Dec-09 58,418 12,706 19,687 8.4 -6% 17.1 10.8 

Source: DataCentral, Company Reports, Citigroup Investment Research estimates. 

 *Annualized. Prices as on Feb 2. 
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Gujarat Ambuja Cements (GACM.BO) 
 Hold: Strong Quarter, but Rich Valuations, Limited Upside 
  

 Strong Dec 06 quarter; slightly below forecasts — Backed by strong realizations 
of $72.5/t (40% higher) and volume growth of 6% YoY to 4.1mn tonnes, GACL 
reported net sales of Rs13.2bn (in line) and a PAT of Rs3.34bn, 215% higher 
YoY and 3% below our forecast. GACL has changed its year-end and reported a 
PAT of Rs15bn (in-line) for the 18 months ended Dec 2006. 

 Strong realizations and higher margins — The key driver for the substantial 92% 
rise in EBITDA/tonne to Rs1,163, was the 40% cement price jump to Rs3,226/t 
driven by higher export prices (~US$50/t) and last year’s low base. Cement 
prices are steady currently, but an increase is expected in March.  

 New power capacity, expansions — Costs per tonne were 22% higher YoY, due 
to higher raw material (clinker purchases) and freight costs. Power and fuel cost 
per tonne was sequentially lower and should decline further when 60MW of 
captive power comes by mid-2007 in Gujarat. A new 3mn tpa of capacity was 
announced for HP taking GACL’s capacity to 22-23 mn tpa by mid 2009. 

 Figures reported not comparable, a new name — As ACEL was not included in 
GACL’s figures in previous quarters, we have provided restated numbers for Dec 
2005 and Sep 2006, for proper comparison. To reflect its national presence, 
GACL’s new name will be Ambuja Cements Limited.   

 Reiterate Hold/Medium Risk (2M) — We maintain a Hold (2M) on GACL 
because of its already high valuations (EV/tonne of US$268) relative to its peers 
even after accounting for its relative positives, thus offering limited upside.  
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Hold/Medium Risk 2M
Price (02 Feb 07) Rs143.10
Target price Rs158.00
Expected share price return 10.4%
Expected dividend yield 1.6%
Expected total return 12.0%
Market Cap Rs217,058M
  US$4,931M
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Full Year and Quarterly Financials 

Figure 2. GACL’s Reported Financials 

(Rs mn) 18m Dec06 CY06 FY05 
Net sales 62,683 48,479 25,999 
Total expenditure 41,352 30,871 18,758 
EBITDA 21,331 17,608 7,241 
EBITDA per tonne (Rs) 940 1,079 569 
% margin 34% 36% 28% 
Other income 1,137 1,199 746 
Interest (net) 790 377 848 
Depreciation 3,261 2,269 1,954 
PBT 18,416 16,160 5,185 
Tax 3,384 2,760 503 
Effective tax rate (%) 18% 17% 10% 
PAT for the period 15,033 13,401 4,683 
     
Cement sales (mn tonnes) 22.69 16.33 12.72 
Net realization (Rs/tonne) 2,763 2,970 2,044 

Source: Company Reports 

Note: GACL has changed its year end. Hence the current financial year is for a period of 18 months ended December 
2006 and includes the financials of the erstwhile Ambuja Cement Eastern Limited (ACEL) which has been merged with 
GACL with effect from Jan 1, 2006. GACL’s results for CY06 have been given for information only and have been arrived 
at by aggregating the quarterly results of GACL and the erstwhile ACEL. The figures given for FY05 pertain to GACL only 
and are for the year ended 30th June 2005. 

 

Figure 3. GACL’s Quarterly Results – Restated for Comparison 

(Rs mn) Dec 06 Qtr Dec 05 Qtr % chg YoY Sep 06 Qtr % chg QoQ 
Net sales 13,291 8,936 49% 11,310 18% 
Total expenditure 8,500 6581 29% 7,349 16% 
EBITDA 4,791 2,355 103% 3,962 21% 
EBITDA per tonne (Rs) 1,163 607 92% 1,082 7% 
% margin 36% 26%  35%   
Other income 403 -36  294 37% 
Interest (net) 45 197 -77% 96 -53% 
Depreciation 572 565 1% 567 1% 
PBT 4,576 1,556 194% 3,593 27% 
Tax 1,199 485 147% 817 47% 
Effective tax rate (%) 26% 31%  23%   
PAT for the period 3,378 1,071 215% 2,776 22% 
        
Cement sales (mn tonnes) 4.12 3.88 6% 3.66 13% 
Net realization (Rs/tonne) 3,226 2,302 40% 3,089 4% 
Expenses per tonne sold (Rs/tonne) 2,063 1,696 22% 2,007 3% 

Source: Company Reports, Citigroup Investment Research.  

Note: The figures reported by GACL for the Dec 2006 Qtr include for the first time the profits of the erstwhile Ambuja 
Cement Eastern Ltd (ACEL) which has been merged with GACL with effect from 1st January 2006. As ACEL’s figures were 
disclosed separately and not included in GACL’s figures in the previous quarters, we have restated the quarterly 
numbers for Dec 2005 and Sep 2006 by aggregating the quarterly numbers for GACL and the erstwhile ACEL.  
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Gujarat Ambuja Cements 
Company description 
Gujarat Ambuja Cements (GACL) is one of India's lowest cost producers and 
enjoys relatively high EBITDA margins due to its focus on the retail cement 
market (giving higher realizations), modern plants with low power and fuel 
consumption, and use of sea transport. Its largest markets are north India (37% 
of sales volumes) and west India (34%). Its recent merger with Ambuja Cement 
Eastern now gives it a presence in the eastern market (12% of sales). Holcim 
holds a 28% stake in GACL, of which 10% is through its 67% subsidiary 
company Ambuja Cement India. Both ACC and GACL give the Holcim group a 
total capacity of 36mn tpa in India which will rise to about 51mn tpa by 2009. 

Investment thesis 
We rate GACL Hold/Medium Risk (2M) with a target price of Rs158. The main 
reason for the rating is because of GACL's already high valuations relative to its 
peers even after accounting for its relative positives, offering limited upside from 
current levels. GACL enjoys one of the highest levels of EBITDA/tonne among 
domestic cement companies. In addition to the likely improvement in cement 
prices, GACL should also benefit from lower costs due to captive power capacity 
being set up in Gujarat, which accounts for around 30% of its current capacity. 
There is also some volume growth due to its efforts to increase sales of blended 
cement. GACL is one of India's largest cement exporters (10% of sales) mainly 
supplying the Middle East and Sri Lanka by using its captive port facilities in 
Gujarat. Export realizations have been rising steadily in the past few years due to 
the strong demand from the Middle East but could come off when the planned 
new capacity comes on stream in that region. 

Valuation 
We use a combination of EV/EBITDA and EV/tonne to value GACL. Our target 
price of Rs158 is based on an EV/EBITDA of 10.5x for CY08E which is at a 
premium to its EV/EBITDA average of 8.8x over the past seven years. At our 
target price, the EV/tonne for CY07 works out to US$300. Both EV/EBITDA and 
EV/tonne are at a premium compared to the valuations of its other Indian peers, 
but largely justified in our view by GACL's higher levels of profits and greater 
consistency in maintaining profit margins. The stock would trade at a P/E of 
15.6x at our target price which is at a slight premium to the top end of its 10-
15x P/E trading band for the past seven years. 

Risk 
We rate GACL Medium Risk based on our quantitative risk-rating system, which 
tracks 260-day historical share price volatility. The key upside risks to our target 
price include: 1) better than expected prices; 2) a higher level of domestic 
demand growth than we expect; and 3) a depreciation in the rupee versus the 
US$ versus our assumption of an appreciating rupee. The key downside risks to 
our target price are: 1) capacity creation coming on faster than we expect 
leading to an adverse impact on cement prices, particularly in the northern 
market; 2) possible government intervention to slow down price hikes; 3) 
slowdown in exports and the consequent adverse impact on prices; and 4) 
higher rates of excise duty or sales tax (VAT) being imposed on the industry. 
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Analyst Certification Appendix A-1 
I, Pradeep Mahtani, research analyst and the author of this report, hereby certify that all of the views expressed in this research report 
accurately reflect my personal views about any and all of the subject issuer(s) or securities. I also certify that no part of my compensation 
was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. 
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Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of Gujarat Ambuja Cements Ltd. This position reflects 
information available as of the prior business day. 

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Gujarat Ambuja Cements Ltd in 
the past 12 months. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as clients, and the services provided were 
non-investment-banking, securities-related: Gujarat Ambuja Cements Ltd. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as clients, and the services provided were 
non-investment-banking, non-securities-related: Gujarat Ambuja Cements Ltd. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the 
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability, which includes revenues from, among other business units, the 
Private Client Division, Institutional Sales and Trading, and Investment Banking. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citigroup Investment Research product ("the 
Product"), please contact Citigroup Investment Research, 388 Greenwich Street, 29th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the same 
important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at 
www.citigroupgeo.com. Private Client Division clients should refer to www.smithbarney.com/research.  Valuation and Risk assessments can be found in the text of the most 
recent research note/report regarding the subject company.  Historical disclosures (for up to the past three years) will be provided upon request. 

Citigroup Investment Research Ratings Distribution    
Data current as of 31 December 2006 Buy Hold Sell
Citigroup Investment Research Global Fundamental Coverage (3106) 43% 41% 15%

% of companies in each rating category that are investment banking clients 45% 41% 34%
India -- Asia Pacific (118) 58% 14% 28%

% of companies in each rating category that are investment banking clients 48% 50% 39%
Guide to Fundamental Research Investment Ratings: 
Citigroup Investment Research's stock recommendations include a risk rating and an investment rating. 
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S). 
Investment ratings are a function of Citigroup Investment Research's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) 
and risk rating. 
For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are: Buy (1) (expected total return of 15% or 
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for 
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 
10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 
Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target 
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or 
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management. 
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected 
performance and risk. 
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OTHER DISCLOSURES 
The subject company's share price set out on the front page of this Product is quoted as at 02 February 2007 01:09 PM on the issuer's primary market. 

Within the past 5 years, Citigroup Global Markets Inc. or its affiliates has acted as manager or co manager of an offering of fixed income securities of Gujarat Ambuja 
Cements Ltd. 

Citigroup Global Markets Inc. or its affiliates beneficially owns 5% or more of any class of common equity securities of Gujarat Ambuja Cements Ltd. 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as 
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the 
Product. The Firm regularly trades in the securities of the subject company(ies) discussed in the Product. The Firm may engage in securities transactions in a manner 
inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any 
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although 
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and 
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures 
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to, 
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies.  However, it should 
be presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication.  All opinions, projections and 
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without 
notice. Prices and availability of financial instruments also are subject to change without notice.  Notwithstanding other departments within the Firm advising the 
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Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting 
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not 
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their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment in 
a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed 
accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be prohibited in 
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details.  
Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product 
may be placed only through Citigroup Global Markets Inc. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by.  The Product is made 
available in Australia to wholesale clients through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992) and to retail clients through 
Citigroup Wealth Advisors Pty Ltd. (ABN 19 009 145 555 and AFSL No. 240813), Participants of the ASX Group and regulated by the Australian Securities & Investments 
Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Australia to Private Banking wholesale clients through Citigroup Pty 
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Citigroup Private Bank in Australia.  Citigroup companies may compensate affiliates and their representatives for providing products and services to clients.  If the Product 
is being made available in certain provinces of Canada by Citigroup Global Markets (Canada) Inc. (“CGM Canada”), CGM Canada has approved the Product.  Citigroup 
Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 2M3.  The Product may not be distributed to private clients in Germany. The Product is distributed in Germany 
by Citigroup Global Markets Deutschland AG & Co. KGaA, which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin).  Frankfurt am Main, Reuterweg 
16, 60323 Frankfurt am Main.  If the Product is made available in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Ltd., it is attributable to Citigroup Global 
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