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Focus on margin over volumes 

We maintain BUY on Ambuja Cements (ACEM) with an unchanged TP of INR 

550/share (15x Sep'28E consolidated EBITDA). Based on our interaction with 

management, industry demand remained healthy in Q2FY27. ACEM remains 

focussed on high-margin blended cement sales and expects its volume to be 

flattish YoY (after 8% YoY decline in Q1FY27). However, the West Asia turmoil, 

maintenance shutdown, and competitive pressures are expected to pull down 

margin by ~INR 200-250/MT QoQ, as per the management. We estimate ACEM 

will deliver ~2% YoY volume decline and margin decline by ~ INR 220/MT to 

INR 700/MT. ACEM expects to commission 10mn MT capacity in FY27 (4.6mn 

MT added in Q2FY27) and complete the mega merger of the listed subsidiaries 

ACC and Orient Cements with parent company (ACEM) by the end of FY27E. 

While elevated costs are expected to moderate margin uptick in FY27E, we 

estimate the same will recover over the subsequent two years. We estimate 

consolidated volume/EBITDA CAGR of 8/17% for FY26-28E.  

▪ Increased focus on blended cement sales: Management noted that cement 

demand has been healthy in Q2FY27. While ACEM had reported 8% YoY 

consolidated volume decline in Q1FY27, it expects to deliver flattish volume 

in Q2, led by increased focus on blended cement/trade sales. ACEM will 

continue to focus on more profitable blended cement sales over OPC sales. Its 

blended cement sales share increased to 85% in Q1FY27 vs 82% QoQ. It is 

expected to increase further in Q2.  

▪ West Asia turmoil driving cost and margin pressure: Ambuja is expected to 

be equally affected by industry-wide cost pressures in Q2FY27E, driven by 

rising fuel and packaging prices amid the continued West Asia war. To 

partially tackle the cost inflation, it has reduced its pet coke share from 34-

35% to sub-20%. Coupled with elevated cost pressure and op-lev loss due to 

maintenance shutdown in the quarter, ACEM expects margins to contract by 

~INR 200-250/MT QoQ. We estimate a 2/4% YoY/QoQ consolidated volume 

decline along, with margin contracting by ~INR 220/MT QoQ to ~INR 700/MT 

in Q2FY27E. Management remained wary of further input cost increase in Q3, 

amid ongoing turmoil. ACEM is working on increasing its green power share 

and logistics optimization to mitigate the impact in subsequent quarters.  

▪ Expansion updates: ACEM had earlier guided for an increase in its cement 

capacity by 10mn MT cement by FY27E-end to 119mn MT. In Q2FY27, it 

expanded the Dahej (Gujarat) SGU by 1.2mn MT, and added a 2.4mn MT SGU 

at Salai Banwa (UP) and 1mn MT at Kalamboli (Maharashtra). Trial runs have 

begun for the 1.2mn MT SGU at Bathinda (Punjab) and 2mn MT IU at Jodhpur 

(Rajasthan). It is hopeful of commissioning the 2.4mn MT SGU at Warisaliganj 

(Bihar) by FY27 and its 4mn MT clinker expansion at Maratha (Maharashtra) 

by Q1FY28. ACEM has earlier announced multiple debottlenecking initiatives 

at various plant locations (total 15mn MT), which we expect will be completed 

in FY28/29E, leading to consolidated capacity of 134mn MT by FY29E-end. It 

also maintained its capex guidance of ~INR 65bn each for FY27/28E. We 

estimate cumulative capex of INR 199bn for FY27-30E. 

▪ ACC and Orient merger update: ACEM expects the merger of its subsidiaries 

ACC and Orient to be completed in the next two quarters as most of the 

approvals are in place. With the share swap ratio already announced, the 

mergers will lead to 14% equity dilution by FY27-end. Promoters holding in 

the merged entity will come down to 61% from 67% at start of FY27. The 

merger will simplify the corporate structure and financial reporting.  
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  Ambuja Cement: Company Update 

  

▪ Outlook: We introduce FY29E estimates in this report and lower our FY27/28E 

EBITDA estimates by 7/6% respectively, factoring in continued cost pressure from 

elevated input costs and subdued cement price rise. We estimate a consolidated 

volume/EBITDA CAGR of 8%/17% over FY26-29E. Margins are expected to remain 

under pressure in FY27E at INR 908/MT, before recovering to INR 1,103/1,140 per 

MT in FY28/29E. We estimate cumulative capex of ~INR 199bn over FY27-29E to be 

funded by internal cash flows and hence ACEM should remain a net cash company. 

We roll forward our valuation to Sep'28E (from Mar'28E earlier) and maintain BUY 

with an unchanged target price of INR 550/share (15x Sep'28E consolidated 

EBITDA). 

 

Key financials (consolidated) 

 INR bn FY24 FY25 FY26  FY27E FY28E FY29E 

Net Sales        331.6        345.1        406.6        416.7         467.1         514.1  

EBITDA          64.0          51.4          65.2          68.9           93.0         105.2  

APAT        31.48        23.98        33.11        19.66         38.28         45.09  

AEPS (INR)          14.3            9.7          13.4            7.0           13.6           16.0  

EV/EBITDA (x)          21.8          28.8          25.3          14.9           11.0             9.6  

EV/MT (INR bn)        17.84        16.36        15.17          8.65           8.08           7.56  

P/E (x)          43.1          56.6          41.0          52.5           27.0           22.9  

RoE (%)            7.0            4.2            4.9            2.7             5.1             5.7  

Source: Company, HSIE Research 

 

Key operational assumptions 

  FY24 FY25 FY26  FY27E FY28E FY29E 

Cement Cap (mn MT) 78.1 90.6 108.7 118.9 126.8 133.9 

Sales Volume (mn MT) 59.2 65.2 73.7 75.9 84.3 92.3 

YoY change (%) 7.0 10.2 13.0 3.0 11.0 9.5 

Utilisation (%) 75.8 72.0 67.8 63.8 66.5 68.9 

(Rs/ MT trend)       

NSR 5,601 5,291 5,516 5,489 5,544 5,571 

YoY change (%) (0.5) (5.5) 4.3 (0.5) 1.0 0.5 

Raw Materials 933 1,001 915 842 816 816 

Power & Fuel 1,366 1,280 1,363 1,418 1,347 1,360 

Freight costs 1,351 1,273 1,289 1,289 1,276 1,250 

Employee cost 229 215 217 217 215 221 

Other expense 641 734 848 815 786 783 

Total Opex 4,520 4,502 4,632 4,581 4,440 4,431 

YoY change (%) (7.6) (0.4) 2.9 (1.1) (3.1) (0.2) 

EBITDA per MT 1,081 789 884 908 1,103 1,140 

Source: Company, HSIE Research 

Estimates revision summary (consolidated) 

INR bn 
FY27E 

New 

FY28E 

New 

FY27E 

Old 

FY28E 

Old 

FY27E 

Chg % 

FY28E 

Chg % 

Net Sales      416.66       467.12       418.75       469.47          (0.5)         (0.5) 

EBITDA        68.94         92.98         74.08         98.60          (6.9)         (5.7) 

APAT        19.66         38.28         21.51         40.68          (8.6)         (5.9) 

AEPS          6.99         13.62           7.70         14.50          (9.2)         (6.1) 

Source: Company, HSIE Research 
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Installed capacity is set to expand from 113mn MT in 

Sep-26 to 134mn MT by FY29E 

 Sales volume are expected to increase at a CAGR of 8% 

over FY26-29E driven by ongoing expansion 

 

 

 

Source: Company, HSIE Research  Source: Company, HSIE Research 

 

Unit EBITDA is expected to recover by INR 250/MT over 

FY26-29E as cost pressure eases 

 EBITDA is expected to grow at 17% CAGR over FY26-

29E driven by increased volume and margin expansion  

 

 

 

Source: Company, HSIE Research  Source: Company, HSIE Research 

 

Green power share is expected to increase from 34% in 

1QFY27 to 60% in FY28E 

 Lead distance has been reduced to 249km in 1QFY27 

 

 

 

Source: Company, HSIE Research  Source: Company, HSIE Research 
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Management is focusing on increasing the share of 

blended cement and trade sales 

 We expect INR 199bn of cumulative capex over FY27-

29E supported by internal cashflow generation 

 

 

 

Source: Company, HSIE Research  Source: Company, HSIE Research 

 

ACEM will remain net cash positive over FY26-29E  Return rations to improve over as margins expand 

 

 

 

Source: Company, HSIE Research  Source: Company, HSIE Research 

 

1-yr forward EV/EBITDA trend  1-yr forward P/B trend 
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Financials  
Consolidated Income Statement  
YE Mar (INR mn) FY24 FY25 FY26 FY27E FY28E FY29E 

Revenues 3,31,596 3,45,101 4,06,557 4,16,660 4,67,117 5,14,051 

Growth % 6.5 4.1 17.8 2.5 12.1 10.0 

Raw Material 55,259 65,274 67,425 63,892 68,792 75,328 

Power & Fuel  80,855 83,478 1,00,465 1,07,618 1,13,483 1,25,507 

Freight Expense 80,006 83,012 94,973 97,822 1,07,497 1,15,355 

Employee cost 13,528 14,034 16,027 16,507 18,158 20,369 

Other Expenses 37,954 47,859 62,505 61,880 66,212 72,270 

EBITDA 63,994 51,443 65,162 68,940 92,975 1,05,222 

EBIDTA Margin (%) 19.3 14.9 16.0 16.5 19.9 20.5 

EBITDA Growth % 56.2 (19.6) 26.7 5.8 34.9 13.2 

Depreciation 16,279 22,970 35,704 38,551 41,740 45,167 

EBIT 47,715 28,472 29,458 30,390 51,235 60,056 

Other Income 11,664 14,171 8,343 4,932 2,149 2,594 

Interest 2,764 2,159 2,236 2,000 1,306 1,306 

PBT 56,615 40,484 35,565 33,321 52,078 61,344 

Tax 13,751 10,689 (6,438) 9,663 13,801 16,256 

RPAT 35,737 43,031 47,282 19,658 38,278 45,088 

EO (Loss) / Profit (Net Of Tax) 4,256 19,048 14,167 - - - 

APAT 31,481 23,983 33,115 19,658 38,278 45,088 

APAT Growth (%) 39.4 (23.8) 38.1 (40.6) 94.7 17.8 

AEPS 14.3 9.7 13.4 7.0 13.6 16.0 

AEPS Growth % 26.0 (32.0) 37.6 (47.8) 94.7 17.8 

 Source: Company, HSIE Research.  

Consolidated Balance Sheet  
YE Mar (INR mn) FY24 FY25 FY26 FY27E FY28E FY29E 

SOURCES OF FUNDS       

Share Capital 4,395 4,926 4,944 5,622 5,622 5,622 

Reserves And Surplus 4,10,121 5,30,863 5,88,530 7,26,877 7,59,532 7,97,592 

Total Equity 4,14,517 5,35,789 5,93,473 7,32,499 7,65,154 8,03,214 

Minority interest  93,908 1,03,682 1,24,989 - - - 

Long-term Debt 5,180 4,719 6,664 16,664 16,664 6,216 

Short-term Debt 1,811 3,166 1,995 1,995 1,995 1,995 

Total Debt 6,990 7,885 8,659 18,659 18,659 8,211 

Deferred Tax Liability 13,214 24,285 34,337 34,337 34,337 34,337 

Long-term Liab+ Provisions 2,560 4,092 5,314 5,698 6,113 6,561 

TOTAL SOURCES OF FUNDS 5,31,189 6,75,733 7,66,772 7,91,192 8,24,263 8,52,324 

APPLICATION OF FUNDS       

Net Block 3,21,943 4,27,661 5,82,628 6,00,512 6,29,912 6,50,675 

Capital WIP 26,585 98,583 91,209 1,01,209 96,209 96,209 

Other Non-current Assets 52,101 67,893 75,155 72,231 72,231 74,862 

Total Non-current Investments 623 604 736 736 736 736 

Total Non-current Assets 4,01,252 5,94,741 7,49,728 7,74,689 7,99,088 8,22,482 

Inventories 36,086 42,480 45,523 45,833 51,383 56,546 

Debtors 11,896 15,903 18,685 18,750 21,020 23,132 

Cash and Cash Equivalents 1,62,486 1,02,953 19,727 21,494 25,941 27,573 

Other Current Assets (& Loans/adv) 38,949 54,943 62,076 64,943 69,928 75,412 

Total Current Assets 2,49,416 2,16,279 1,46,011 1,51,019 1,68,272 1,82,663 

Creditors 29,641 29,948 41,850 42,890 46,712 51,405 

Other Current Liabilities & Provns 89,838 1,05,339 87,117 91,625 96,386 1,01,417 

Total Current Liabilities 1,19,478 1,35,287 1,28,967 1,34,515 1,43,098 1,52,822 

Net Current Assets 1,29,937 80,992 17,044 16,503 25,174 29,841 

TOTAL APPLICATION OF FUNDS 5,31,189 6,75,733 7,66,772 7,91,192 8,24,263 8,52,324 

Source: Company, HSIE Research.  
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Consolidated Cash Flow  

YE Mar (INR mn) FY24 FY25 FY26 FY27E FY28E FY29E 

Reported PBT 58,961 59,224 32,988 29,321 52,078 61,344 

Non-operating & EO Items (14,331) (25,979) (1,659) (4,932) (2,149) (2,594) 

Interest Expenses 2,764 2,159 2,236 2,000 1,306 1,306 

Depreciation 16,279 24,783 35,704 38,551 41,740 45,167 

Working Capital Change 1,941 (34,012) (18,476) 5,614 (3,808) (5,217) 

Tax Paid (9,156) (3,802) 2,822 (9,663) (13,801) (16,256) 

OPERATING CASH FLOW ( a ) 56,458 22,374 53,615 60,891 75,366 83,749 

Capex (62,694) (1,28,402) (1,25,094) (66,435) (66,139) (65,929) 

Free Cash Flow (FCF) (6,235) (1,06,029) (71,479) (5,543) 9,226 17,820 

Investments (37,107) 43,125 42,413 - - - 

Non-operating Income 10,296 9,966 3,329 4,932 2,149 2,594 

INVESTING CASH FLOW ( b ) (89,504) (75,311) (79,352) (61,503) (63,990) (63,335) 

Debt Issuance/(Repaid) (1,533) (20,083) (9,121) 10,000 - (10,448) 

Interest Expenses (2,341) (1,758) (1,523) (2,000) (1,306) (1,306) 

FCFE (10,109) (1,27,870) (82,123) 2,457 7,920 6,066 

Share Capital Issuance 66,610 83,391 - - - - 

Dividend (5,848) (5,630) (5,650) (5,622) (5,622) (7,028) 

FINANCING CASH FLOW ( c ) 56,888 55,920 (16,294) 2,378 (6,928) (18,782) 

NET CASH FLOW (a+b+c) 23,842 2,983 (42,031) 1,766 4,448 1,632 

Closing Cash & Equivalents 1,42,958 1,65,469 60,922 21,494 25,941 27,573 

Source: Company, HSIE Research.  

Key Ratios  
 FY24 FY25 FY26 FY27E FY28E FY29E 

 PROFITABILITY %        

 EBITDA Margin  19.3 14.9 16.0 16.5 19.9 20.5 

 EBIT Margin  14.4 8.3 7.2 7.3 11.0 11.7 

 APAT Margin  9.5 6.9 8.1 4.7 8.2 8.8 

 RoE  7.0 4.2 4.9 2.7 5.1 5.7 

 RoIC (pre-tax)  14.6 6.0 4.5 4.0 6.5 7.4 

 RoCE (pre-tax)  12.7 7.1 5.2 4.5 6.6 7.5 

 EFFICIENCY        

 Tax Rate %  24.3 26.4 (18.1) 29.0 26.5 26.5 

 Fixed Asset Turnover (x)  0.9 0.7 0.6 0.5 0.6 0.6 

 Inventory (days)  40 45 41 40 40 40 

 Debtors (days)  13 17 17 16 16 16 

 Other Current Assets (days)  100 130 123 120 111 107 

 Payables (days)  33 32 38 38 37 37 

 Other Current Liab & Provns (days)  102 116 83 85 80 77 

 Cash Conversion Cycle (days)  19 44 60 54 51 50 

 Net Debt/EBITDA (x)  (2.4) (1.8) (0.2) (0.0) (0.1) (0.2) 

 Net D/E  (0.3) (0.1) (0.0) (0.0) (0.0) (0.0) 

 Interest Coverage  17.3 13.2 13.2 15.2 39.2 46.0 

 PER SHARE DATA (Rs)        

 EPS   14.3 9.7 13.4 7.0 13.6 16.0 

 CEPS  21.7 19.1 27.8 20.7 28.5 32.1 

 Dividend  2.0 2.0 2.0 2.0 2.0 2.5 

 Book Value  231.3 259.6 290.7 260.6 272.2 285.7 

 VALUATION        

 P/E (x)  43.1 56.6 41.0 52.5 27.0 22.9 

 P/Cash EPS (x)  26.1 20.5 16.3 17.7 12.9 11.4 

 P/BV (x)  3.3 2.5 2.3 1.4 1.3 1.3 

 EV/EBITDA (x)  21.8 28.8 25.3 14.9 11.0 9.6 

 EV/MT (Rs bn)  17.84 16.36 15.17 8.65 8.08 7.56 

Dividend Yield (%) 0.5 0.5 0.5 0.5 0.5 0.7 

 OCF/EV (%)  4.1 1.5 3.3 5.9 7.4 8.3 

 FCFF/EV (%)  (0.4) (7.2) (4.3) (0.5) 0.9 1.8 

 FCFE/M Cap (%)  (0.5) (7.8) (5.3) (0.5) 0.9 1.7 

 Source: Company, HSIE Research 
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Rating Criteria   

BUY: >+15% return potential 

ADD: +5% to +15% return potential 

REDUCE: -10% to +5% return potential 

SELL:   >10% Downside return potential 
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