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Performance Highlights 
 Robust growth in Topline: UltraTech Cement, an Aditya Birla Group 

Company and Grasim subsidiary, delivered a strong set of numbers for 
the quarter ended March 2007, which were in-line with our estimates. It 
reported a robust Topline growth of 38.2% YoY to Rs 1,465.5cr (Rs 
1,060.4cr) for the quarter. This surge in the Topline came about on the 
back of both –volumes as well as realisations growth. While volume 
sales were higher by 9% YoY for the quarter, improvement in 
realisations was much stronger at ~27% YoY on the back of the strong 
demand for cement in the country. Capacity Utilisation stood at 113% 
in Q4FY2007 compared to 102% in Q4FY2006. 

 Higher realisations help Operating Margins: Operating Margins 
registered a marked improvement of ~760bps to 27.9% (20.2%), which 
was primarily on the back of the strong improvement in cement 
realisations. Barring Staff costs, all the other operating heads 
witnessed an increase on the per tonne basis leading to a rise of 20% 
YoY in operating cost per tonne of production. However, with much 
stronger realisations growth, Operating Profits for the quarter were 
higher by 90.4% YoY at Rs 408.5cr compared to Rs 214.6cr in the 
corresponding quarter of last year. 

 Net Profit up 75% YoY: The strong performance at the operating level 
coupled with the 8.7% YoY fall in Interest expenses to Rs 20.3cr (Rs 
22.3cr) and an 86.2% YoY increase in Other Income to Rs 19.5cr (Rs 
10.5cr)  helped the company report a Net Profit of Rs 231.5cr during 
the quarter compared to Rs 132.1cr in the corresponding quarter of last 
year, which is an increase of 75.3% YoY. This performance came 
about despite a sharp rise in Tax outgo at Rs 116.1cr (33.4% of Profit 
before Tax) as compared to Rs 10.8cr last year (7.5% of PBT). 

 Dividend declared: The company had in March 2007 declared a n 
interim dividend of 40% (Rs 4 per share on Face Value of Rs 10), 
which is now also the final dividend for the year. 

Exhibit 1: Key Financials 
 Y/E March (Rs cr) FY2006 FY2007 FY2008E FY2009E 
Net Sales            3,300         4,911          5,295          5,294 
% chg              26.6            48.8               7.8             (0.0) 
Net Profit               230             782              839              764 
% chg         7,961.8         240.4               7.2             (8.9) 
FDEPS              17.8            60.7             65.1             59.3 
EBITDA Margin (%)              16.8            28.9             29.3             27.0 
P/E (x)              45.4            13.3             12.4             13.6 
P/CEPS (x)              22.6            10.0               9.7             10.2 
ROE (%)              22.1            44.4             33.1             23.7 
ROCE (%)              12.8            27.7             23.8             19.8 
P/BV (x)                9.7              5.7               4.1               3.2 
EV/Sales (x)                3.4              2.3               2.2               2.1 
EV/EBITDA (x)              20.4              7.9               7.5               7.9 
EV/Tonne (US$)               154             153              160              122 
Source: Company; Angel Research 
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Capex plans 

The company’s capex plans are on track. It had earmarked Rs 2,700 crores to be spent over the 
next 3 years. To meet the growing demand for cement and to maintain its market share in the 
southern market, a capex of Rs1,274 crore towards expansion of cement capacity by 4 mtpa at 
the company's plant in Andhra Pradesh (APCW). This is inclusive of a 1.30 mtpa split grinding 
unit. Further, to address the issue of rising energy costs, the company would spend Rs 1,424cr. 
Of this, Rs 844cr will be for installation of captive power plants (CPP) at the company's units in 
Gujarat, Andhra Pradesh and Chhattisgarh, which would be commissioned during calendar year 
2008. Upon commissioning of these plants, the power costs for the company will reduce 
substantially. 

Outlook  

The cement industry recorded a growth of 6.6% YoY during Q4FY2007. Healthy demand for 
cement on the back the strong growth being witnessed in the housing and infrastructure sectors 
has helped keep the demand-supply balance in favour of the manufacturers, thus helping 
cement prices to hold forte. 

However, there have been some adverse developments during the quarter pertaining to the 
freeze on cement prices for 1-year even if input costs were to rise and the scrapping of import 
duties on cement, thus making its import cheaper in certain markets in the country, which is a 
harsh blow for the Indian cement industry. While the import of cement into the country in 
significant quantities is unlikely to get materialized owing to logistics constraints, it would 
nonetheless put pressure on cement manufacturers to refrain from raising prices. 

While we expect the industry and Ultratech Cement to continue to do well on the volumes front, 
the above adverse developments will keep a cap on the profits of the company in the absence 
of the pricing power. Further, considering that cement supply would start to catch up from 
FY2009 onwards, we expect cement prices to come under pressure, which will have a negative 
impact on the profitability of cement companies. 

Valuations 
At the CMP of Rs 809, the stock trades at P/E multiple of 13.6x, EV/EBITDA of 7.9x and EV/Tonne of     
US$ 122 on our FY2009 estimates. We maintain our Neutral view on the stock. 

 

Exhibit 2: Financial Performance 
 FY2007 % chg FY2006 % chg FY2007 FY2006 % chg 
Y/E March (Rs cr)  Q4 Q3 (QoQ) Q4 (YoY)   (YoY) 
Net Sales 1,465.5 1,260.5 16.3 1,060.4 38.2 4,910.8 3,299.5 48.8 
Total Expenditure 1,057.0 880.2 20.1 845.7 25.0 3,493.0 2,745.2 27.2 
Operating Profits 408.5 380.2 7.4 214.6 90.4 1,417.8 554.3 155.8 
OPM (%) 27.9 30.2 - 20.2 - 28.9 16.8 - 
Interest 20.3 20.2 0.9 22.3 (8.7) 86.8 89.6 (3.1) 
Depreciation 60.1 57.1 5.2 59.9 0.2 226.3 216.0 4.7 
Other Income 19.5 16.7 16.8 10.5 86.2 61.5 37.0 66.1 
Profit Before Tax 347.6 319.6 8.7 142.9 143.3 1,166.2 285.6 308.3 
Tax 116.1 107.2 11.9 10.8 978.6 383.9 55.8 587.6 
Net Profit 231.5 212.5 9.0 132.1 75.3 782.3 229.8 240.5 
(% of Net Sales) 15.8 16.9 - 12.5 - 15.9 7.0 - 
Equity Capital 12.4 12.4  12.4  12.4 12.4  
EPS 18.6 17.1  10.6  62.8 18.5  

Source: Company, Angel Research 

 
 



 
 

April 24, 2007 

Ultratech Cement Angel Broking 
                                  Service Truly Personalized India Research 

TM 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Angel Broking Limited
Research Team    Tel: 4040 3800                        E-mail: research@angeltrade.com                     Website: www.angeltrade.com 

 

DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose 
possession this document may come are required to observe these restrictions.   
Opinion expressed is our current opinion as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be 
regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to 
change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. 
The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While every 
effort is made to ensure the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one can use 
the information as the basis for any claim, demand or cause of action. 
Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document should make such investigations 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 their own advisors to determine the 
merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. Certain transactions - 
futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. Reports based on technical analysis centers on studying 
charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals. 
We do not undertake to advise you as to any change of our views expressed in this document. While we would endeavor to update the information herein on a reasonable basis, Angel Broking, its 
subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the  information current. Also there may be regulatory, compliance, or other reasons that 
may prevent Angel Broking and affiliates from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without 
notice. 
Angel Broking Limited and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities of 
the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect 
to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions. 
Angel Broking Limited and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies 
referred to in this report, as on the date of this report or in the past. 
Sebi Registration No : INB 010996539 

 

TM 


