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India Cements

Bloomberg code NICEM

Price 169             

30/90 day percentile 0%/31%

6 month beta* 1.42            

Market cap 39,072        

Avg. cash volume 2,554          

Avg. futures volume 6,175          

52 Week High/Low 250/107

Grasim

Bloomberg code NGRASIM

Price 2,421          

30/90 day percentile 0%/47%

6 month beta* 0.52            

Market cap 224,619      

Avg. cash volume 1,140          

Avg. futures volume 2,182          

52 Week High/Low 2909/1574

Mkt. Cap & Volume in INR mn
* beta relative to Nifty  

 
 
Return Matrix (%)

Period
India 

Cements Grasim
Out/under 

Perf.
10 days (11.4)        (1.9)          (9.5)          
21 days (8.8)          (2.6)          (6.1)          
30 days (1.2)          1.8           (3.0)          
60 days 10.0         16.9         (6.8)          
256 days (0.2)          29.0         (29.2)        

 
 

 

India Alternative Research   
 
 
 

PAIR STRATEGY:  
LONG INDIA CEMENTS - SHORT GRASIM 

Edelweiss Research is also available on Bloomberg EDEL <Go>, Thomson First Call, Reuters and Factset. 
 

Featured Pair:  India Cements/ Grasim  
 
Strategy: 
 

Buy India Cements and sell Grasim on a rupee-neutral basis in anticipation of a reversion to the price 

ratio of 0.0746. The current price ratio is trading 2.07 standard deviations below its 21 day mean price 

ratio. Over the past 21 trading sessions, India Cements has fallen by 8.8% against a decline of 2.6% in 

Grasim.  

 
Rationale: 

South has witnessed the sharpest cumulative price increases ~ INR 23-30/bag (INR 3-5/bag for other 

regions) in Q4FY07 which increases the base for FY08 realizations. Further south has witnessed price 

hikes of up to ~INR 3-12/bag in Apr-Jun ’07 vis-à-vis no significant price hike in the rest of the country 

during the same period. India Cements is primarily a southern player with ~90% of its sales (FY06) being 

in the south against only 23% of Grasim’s FY06 dispatches. We believe that the impact of southern 

price increases will be reflected in India Cements quarterly earnings. 

 
Chart I: Price ratio India Cements & Grasim  
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Risk Reward 

The price ratio has been mean reverting in nature. The ratio is currently at its long term support level of 

0.070, which has also acted as a reversion level in the past (see chart I above). The premium/discount of 

the price ratio over its 21 day mean has been -6% which is currently near the lower end of its range (see 

chart II). Reversion to the target price ratio would yield a return of 6% on GEP. 

 
Key Statistics

Current Ratio 0.070      21 day 0.074      3 months 71% 21 day (2.07)    
Expected Ratio 0.074      60 day 0.075      6 months 72% 60 day (1.82)    
% return 6% 256 day 0.081      1 year 76% 256 day (1.99)    

Stock ratio data Z-ScoreAverage ratio Correlation
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Chart II: Premium/Discount of price ratio over its 21 day moving average
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Chart III: Ratio Occurences
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Chart IV: Price ratio & 21 day Z-Score
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Current Portfolio

Start Date Strategy
Entry 
Price

Entry 
Ratio

Current 
Price

Current 
Ratio

Target 
Ratio

Return on 
GEP*

Return on 
AD#

Max Gain 
on GEP*

Max loss on 
GEP*

Long RCOM           516            521 
Short IDEA           122            121 

*at 25% for Stock Futures, 15% for Index Futures ** Gross Equity Exposure, # Amount Deployed for Margin on Futures

18-May-07      4.230      4.298           4.50 1.6% 3.2% 1.6% 0.0%

 
 
 
Closed Trades

Start Date/ 
Closing Date 

Strategy Entry Price Entry Ratio
Close 
Price

Close 
Ratio

Target 
Ratio

Return on 
GEP*

Return on 
AD#

Max Gain 
on GEP*

Max loss 
on GEP*

18-May-07 Long HDFC Bank          1,070      1,148 
31-May-07 Short Bank Nifty          6,291      6,325 
8-May-07 Long REL             506         552 
21-May-07 Short Tata Power             593         598 
16-Apr-07 Long Nifty          4,013       4,084 
27-Apr-07 Short CNXIT          5,453       5,302 
15-Mar-07 Long Infosys          2,079       2,087 
13-Apr-07 Short TCS          1,234       1,262 
24-Jan-07 Long Nifty          4,090       3,691 
4-Mar-07 Short Bank Nifty          6,056       4,995 
31-Jan-07 Long Satyam             472          433 
19-Mar-07 Short TCS          1,278       1,261 
14-Dec-06 Long ACC          1,029       1,014 
20-Feb-07 Short Gujamb             139          130 
6-Feb-07 HLL             209          200 
20-Feb-07 ITC             175          176 
7-Feb-07 Long Grasim          2,873       2,745 
13-Feb-07 Short Ultratech          1,126          991 
8-Jan-07 Long Grasim          2,819       2,875 
25-Jan-07 Short Ultratech          1,092       1,033 
9-Jan-07 Long Maruti             886          912 
19-Jan-07 Short Tata Motors             911          951 
1-Dec-06 Long Realty Basket             511          517 
4-Jan-07 Short Parsvnath             511          456 
6-Dec-06 Long GACL             140          137 
11-Dec-06 Short ACC          1,145       1,036 
21-Nov-06 Long TCS          1,149       1,165 
29-Nov-06 Short Infosys          2,257       2,157 
14-Nov-06 Long ACC          1,007       1,097 
17-Nov-06 Short Gujarat Ambuja             136          136 
8-Nov-06 Long Syndicate Bank               79            79 
10-Nov-06 Short Canara Bank             289          289 
28-Aug-06 Long RCVL             300          348 
5-Oct-06 Short Bharti             417          459 
13-Jul-06 Long RCVL             269          300 
28-Aug-06 Short NIFTY          3,169       3,387 
5-Jan-04 Long HCLT             322          327 
13-Jan-04 Short NIIT             277         252 
* Gross Equity Exposure # Amount Deployed

       0.921 8.3% 16.6%

6.7% 13.4% 6.7% 0.0%

6.8% 0.0%        0.736       0.770        1.790 4.5% 9.0%

1.1% -5.4%      1.654        1.790 -1.9% -3.8%

-14.0% 2.1% -7.0%        0.370       0.344        0.390 -7.0%

-5.0%

          7.42 7.80          7.87 5.0% 10.1% 5.0% -1.9%

         1.25 -5.0% -10.0% 0.0%          1.19 1.14

        0.675 

        1.685 

1.4% 3.4%0.96          1.04 -1.4% -2.9%

11.8% 0.0%

7.7% 0.0%7.7% 15.4%

          1.00 

          0.12 

1.13          1.06 

0.13          0.13 

11.8% 23.5%

8.6% -0.2%

2.6% 0.0%

5.8% 0.0%

5.8% 11.5% 6.7% -2.1%

0.4% 0.8%

          0.72          0.76 0.76

13.3% -         1.22 1.30 11.0% 21.9%

-4.7%

          1.16 

         0.09 5.0% 10.0% 5.0%0.089          0.09 

          0.27 

          7.43 

          0.51 

0.27          0.29 

         0.54 5.8% 11.6%

8.06          7.90 8.6% 17.1%

        0.54 

          0.97 

          2.58          2.76 2.78 7.4% 14.8% 7.6% 4.3%

          2.55 2.77          2.70 7.6% 15.1'% 7.6% 0.0%

      0.739        0.729 7.7% 15.5% 7.7% -0.4%

8.3% 0.0%

        0.170       0.181        1.790 

        0.852       0.923 

 



 
 
 
 
 
 

 INDIA RESEARCH            SECTOR 

Shriram Iyer - 2286 4256 Head – Research 

Gautam  Roy - 2286 4305 Airlines, Textile 

Ashutosh Goel - 2286 4287 Automobiles, Auto Components 

Vishal Goyal, CFA - 2286 4370 Banking & Finance 

Revathi Myneni - 2286 4413 Cement 

Harish Sharma - 2286 4307 Infrastructure, Auto Components, Mid Caps 

Priyanko Panja - 2286 4300 Infrastructure, Engineering, Telecom 

Parul Inamdar - 2286 4355 Information Technology 

Priyank Singhal - 2286 4302 Media, Retail, FMCG 

Prakash Kapadia - 4097 9843 Mid Caps 

Niraj Mansingka - 2286 4304 Oil & Gas, Petrochemicals 

Manika Premsingh - 4019 4847 Economist 

Sunil Jain - 2286 4308 Alternative & Quantitative  

Yogesh Radke - 2286 4328 Alternative & Quantitative  

INSTITUTIONAL SALES  

Nischal Maheshwari - 2286 4205  

Rajesh Makharia - 2286 4202 

Vikrant Oak - 4019 4712 

Shabnam Kapur - 2286 4394 

Abhijit Chakraborty - 4019 4823 

Balakumar V - (044) 4263 8283 

Ashish Agrawal - 2286 4301  
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Edelweiss Securities 
14th Floor, Express Towers,  
Nariman Point, Mumbai – 400 021 
Board: (91-22) 2286 4400 
Email: research@edelcap.com 

Naresh Kothari – 2286 4246 Head, Institutional Equities 
 
Vikas Khemani – 2286 4206                  Head, Institutional Equities 

RATING INTERPRETATION 
 

Buy Expected to appreciate more than 20% over a 12-month period Reduce Expected to depreciate up to 10% over a 12-month period 

Accumulate Expected to appreciate up to 20% over a 12-month period Sell Expected to depreciate more than 10% over a 12-month period 

Trading Buy Expected to appreciate more than 10% over a 45-day period Trading Sell Expected to depreciate more than 10% over a 45-day period 

This document has been prepared by Edelweiss Securities Private Limited (Edelweiss). Edelweiss and its holding company and associate companies are a full service, integrated investment 
banking, portfolio management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities. This document does not 
constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction.. The information contained herein is from publicly available 
data or other sources believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. Edelweiss or any of its affiliates shall not be in any 
way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report.  This document is provided for assistance only and 
is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this 
document should make such investigation 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 his own advisors to determine the merits and risks of such investment. The investment discussed or views expressed may not be suitable for 
all investors. We and our affiliates, officers, directors, and employees  may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) 
mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation  or act as advisor or lender / borrower to such company (ies) 
or have other potential conflict of interest with respect to any recommendation and related information and opinions. This information is strictly confidential and is being furnished to you solely 
for your information. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for 
any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, 
where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Edelweiss and affiliates to any registration or licensing requirements within 
such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes, should inform themselves about 
and observe, any such restrictions.  The information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with 
this information. This information is subject to change without any prior notice. Edelweiss reserves the right to make modifications and alterations to this statement as may be required from 
time to time. However, Edelweiss is under no obligation to update or keep the information current. Nevertheless, Edelweiss is committed to providing independent and transparent 
recommendation to its client and would be happy to provide any information in response to specific client queries. Neither Edelweiss nor any of its affiliates, directors, employees, agents or 
representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the 
information. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their 
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. 

Email addresses: firstname.lastname@edelcap.com                       e.g. naresh.kothari@edelcap.com                      unless otherwise specified 

Edelweiss Research is also available on Bloomberg EDEL <GO>, Thomson First Call, Reuters and Factset. 


