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Price volatility in western
region continued. ..
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Weakness in pricing...!!!

We interacted with cement dealers and marketing persons of various companies across regions

to get perspective on pricing trend and demand scenario.

Key highlights of our interactions

During the month of September, prices remained under pressure across the regions
(except north) primarily due to subdued demand (being monsoon and 'shradh' month) and
higher competition among producers. October month has started on a flattish note as
prices in most of the regions are expected to remain range bound considering weak

demand (impact of upcoming festive season).

All India average prices remained range bound (fluctuating between + Rs 10/bag) during
1HFY16 (April-September 2015).

Price trend for the month was - Northern region up Rs 20/bag, western region
down Rs 12/bag, southern region down Rs 3/bag whereas central and eastern

region down Rs 2/bag.

Northern region maintained its strong performance during the month of September with
another price hike of Rs 20/bag. However, dealers have given indication of some roll

back of price hike during the month.

Western region has continued to witness volatility in prices (higher during first half of the
month and then come off during second half of the month) due to weak demand, lack of

discipline among producers and flow of cement from other regions.

After a sharp hike of Rs 15/bag, prices in central region declined marginally by Rs 2/bag
during the month of September.

Cement industry reported improvement in production growth to 5.4% during the month
of August 2015. However, industry participants given indication of weak production
growth for the month of September. We believe industry growth would be ~2.5% for
2QFY16.

Outlook and valuation

Subdued pricing trend along with weak demand in most of the pockets continued to be major

challenges for the cement players. Though we are structurally positive, remain cautious in

near term considering delay in pick-up in demand, volatile pricing and region specific issues.

We expect demand would report some improvement in the coming months but it would be

gradual. Hence, we would be selective buyer in the sector and prefer UltraTech Cement in

large cap, The Ramco Cements in mid cap and Sagar Cements in small cap.
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Valuation matrix
CMP | Rating | EV/EBITDA (x)| EV/tonne (USS$) PER (x) RoE (%) RoCE (%)
(Rs) FY16E FY17E | FY16E FYI17E | FY1I6E FY17E | FY16E FY17E | FY16E FY17E
ACC* 1,356 | OP 14.1 10.2 116 109 27.6 20.3 11.1 14.6 14.2 19.2
Ambuja Cements* 210 | UP 15.5 10.8 153 148 29.6 21.2 10.8 14.6 15.3 20.4
UltraTech Cement 2,818 | BUY 14.8 10.9 208 190 27.4 18.8 14.4 19.1 14.4 18.8
Shree Cement** 12,398 | UP 23.6 15.6 281 259 60.6 31.2 12.8 21.2 14.1 22.3
India Cements 79 | OP 5.8 4.5 63 56 15.4 7.3 4.5 8.9 8.9 11.8
The Ramco Cements 342 | BUY 10.4 8.3 107 103 22.0 16.0 13.9 17.8 11.4 14.9
Birla Corporation 448 | OP 12.7 8.2 57 55 22.2 13.3 5.9 9.3 6.6 9.5
HeidelbergCement Indig 79 | OP 9.5 6.0 81 78 25.7 10.2 7.8 17.2 8.8 15.5
Sagar Cements 395 | BUY 5.3 3.8 42 38 8.3 6.3 14.6 16.0 5.9 15.9
Prism Cements# 92 | BUY 12.1 7.5 76 55 39.2 12.9 10.6 26.5 6.6 12.1
*Year end December. **Year end June. #EV/tonne adjusted for TBK and RMC. OP — Outperformer, UP — Underperformer
Quarterly preview
Net Sales (Rs mn) EBITDA (Rs mn)
Jun’l5 Sep’l5E Sep’14 | QoQ (%) YoY (%) | Jun’l> Sep’15E Sep’14 | QoQ (%) YoY (%)
ACC 29,612 27,940 27,419 (5.6) 1.9 3,335 2,935 3,786 (12.0) (22.5)
Ambuja Cements 24,928 20,356 21,876 (18.3) (6.9) 3,838 2,860 3,934 (25.5) (27.3)
UltraTech Cement 60,382 54,235 53,818 (10.2) 0.8 11,519 9,438 8,770 (18.1) 7.6
Shree Cement 17,246 16,884 16,081 (2.1) 5.0 3,568 3,519 3,404 (1.4) 3.4
India Cements 10,710 10,620 11,317 (0.8) (6.2) 1,994 1,914 1,832 (4.0) 4.5
The Ramco Cements 9,225 9,210 9,221 0.2) (0.1) 2,514 2,356 2,163 (6.3) 8.9
Birla Corporation 7,735 7,669 7,671 (0.9) (0.0) 579 533 720 (7.9) (26.0)
HeidelbergCement India 4,318 4,086 4,000 (5.4) 2.2 517 481 564 (7.1) (14.8)
Prism Cement 13,659 13,450 13,320 (1.5) 1.0 810 716 462 (11.7) 54.9
Sagar Cements 1,947 1,795 1,252 (7.8) 43.3 382 195 88 (49.0) 122.7
Sales volume (mt) EBITDA (Rs/tonne)*
Jun'l5 Sep'I5E  Sep'l4 | QoQ (%) YoY (%) | Jun'l5 Sep'l5E Sep'l4 | QoQ (%) YoY (%)
ACC 6.20 5.84 5.62 (5.7) 4.0 451 401 544 (11.0) (26.3)
Ambuja Cements 5.95 4.76 4.67 (19.9) 2.0 615 558 811 (9.3) (31.2)
UltraTech Cement 12.41 11.20 10.65 9.7) 5.2 881 788 779 (10.5) 1.2
Shree Cement 4.35 4.20 3.88 (3.3) 8.3 683 725 824 6.1 (12.1)
India Cements 2.10 2.10 2.34 0.0 (10.4) 883 826 653 (6.4) 26.5
The Ramco Cements 1.81 1.81 1.95 0.2) (6.9) 1,230 1,161 961 (5.6) 20.8
Birla Corporation 1.96 1.90 1.91 (2.9) (0.6) 224 210 303 (6.2) (30.6)
HeidelbergCement India 1.18 1.10 1.04 (6.8) 5.8 378 373 483 (1.5) (22.9)
Prism Cement 1.36 1.30 1.34 (4.4) (3.0) 507 469 261 (7.4) 79.7
Sagar Cements 0.47 0.45 0.33 (4.0) 36.5 814 433 265 (46.9) 63.1

*Excluding other operating income

CEMENT SECTOR
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Monthly cement production growth trend

OcCTOBER 2015

Average pan India trade price down by Rs 2/bag (MoM)

* After asharp recovery in the month of August, prices declined marginally by Rs 2/bag
to Rs 317 in the month of September primarily due to subdued prices across the
regions (except north).

* September has witnessed sluggish demand across regions. Southern region continued
to de-grow owing to limited participation of institutional segment.

* As per market participants, healthy demand growth and upward movement of prices
may be expected post festival season primarily driven by traction in infrastructure

execution and housing activity in tier IT or III cities.

Average pricing trend in India (Rs/bag)
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Regional trend
Western region: Sharp decline in prices

*  Pricesin western region continued to remain under pressure due to lower than expected
demand and competitive pricing. Overall, average price at the end of the month was
down by Rs 12/bag to Rs 283.

»  Prices across the pockets of the region were down (except Surat). Prices in Surat were
up by Rs 20/bag. Nasik came down by Rs 30/bag whereas Mumbai and Pune gone
down by Rs 25/bag. Nagpur and Ahmedabad were down by Rs 10/bag and Rs 5/bag,
respectively.

*  Most of the pockets of the region have witnessed price hike of Rs 10-15/bag in the
beginning of the October but is expected to come down in second half of the month

considering peak of festive season.

Western region

Region | Location Monthly price (Rs/bag) | YoY MoM | Non-trade prices (Rs/bag) | Comments
Sep 14 Aug 15 Sep 15| (Rs/bag) Aug 15 Sep 15

Mumbai 330 330 305 | (25)  (25) 272-305 248-290 | Price hike of Rs 10/bag is expected in the
beginning of the month, however, price
volatility would remain a key concern.

Nasik 328 295 265 | (63)  (30) 240-256 225-235 | Recent sharp decline in prices has come as a
negative surprise despite stable demand

West scenario.

Nagpur 325 290 280 | (45)  (10) 245-255 232-248 | Gradual recovery in demand is expected
going ahead backed by higher participation
of institutional segment.

Ahmedabad 320 285 280 | (40) (5) 245-265 245-265 | Demand remained stable for the last two
months, however, upcoming festive season
may put some pressure on the demand growth.

Rajkot/Surat 330 270 290 | (40) 20 228-240 245-258 | Prices are expected to remain at current level.

Average pricing trend in western region (Rs/bag)
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Eastern region

OcCTOBER 2015

Eastern region: Moderate demand with subdued pricing...

» Eastern region continued its downward trend in pricing, however; it has prevented any
sharp decline in prices on the back of healthy demand scenario as compared to other

regions.

*  Prices in eastern region were down by Rs 2/bag to Rs 316 primarily due to price cutin
Kolkata and Raipur. Prices in Raipur were down by Rs 12/bag whereas Kolkata was
down by Rs 5/bag. Prices in Ranchi and Orissa remained flat at Rs 330/bag and Rs
310/bag: Prices in Bihar were up by Rs 8/bag.

* As per market intermediaries, demand in most of the parts of the region is primarily
driven by higher participation of retail segment. Orissa dealers indicated about traction
in affordable housing, as government funding is being provided to poor people to build
Pucca house. However, slower pace of execution of institutional projects, delay in
payment for government works, upcoming election in Bihar were major causes for

limited demand growth in the region in the last couple of months.

Region | Location Monthly price (Rs/bag) | YoY MoM | Non-trade prices (Rs/bag) | Comments
Sep 14 Aug 15 Sep 15| (Rs/bag) Aug 15 Sep 15
Raipur 270 262 250 | (20) (12) 220-230 205-228 | Subdued demand coupled with presence of
several players have negatively affected the
prices.
Ranchi 325 330 330 5 0 275-290 275-290 | Demand remained stable during the month
East led by healthy participation of retail segment.
Patna 305 322 330 25 8 240-260 240-260 | Demand and prices may come under pressure
in near term considering upcoming election
in the state.
Kolkata 365 365 360 (5) 5) 275-295 275-295 | Prices continued to go down due to muted
government participation and real estate
activities.

CEMENT SECTOR

Average pricing trend in eastern region (Rs/bag)
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Northern region

OcCTOBER 2015

Northern region: Another strong month in terms of pricing

¢ Prices remained firm in the region and moved up by Rs 20/bag to Rs 298 primarily

driven by sharp increase in prices across the pockets.

 Pricesin Punjab and Jaipur were up by Rs 25/bag whereas Udaipur and Delhi were up
by Rs 20/bag and Rs 10/bag, respectively.

* Asper market experts, demand is expected to witness some pressure due to beginning

of festive season; however, December onwards pick-up in demand can be expected in

most of the pockets.

*  Most of the pockets have seen pressure on pricing with a price cut of Rs 5-10/bag in

the beginning of October; however, dealers of Punjab have indicated about price hike

of ~Rs 15/bag. As per market participants, demand and prices are expected to remain

range bound in near term.

Region | Location Monthly price (Rs/bag) | YoY MoM | Non-trade prices (Rs/bag) | Comments
Sep 14 Aug 15 Sep 15 | (Rs/bag) Aug 15 Sep 15
Delhi 290 285 295 5 10 230-245 235-250 | Prices are expected to witness some pressure
due to competitive market and lower than
expected demand.
Punjab 285 280 305 20 25 230-242 242-269 | October month has started on a positive note
North with another price hike of Rs 15/bag,
Jaipur 270 275 300 30 25 225-240 240-258 | Prices have gone up sharply in the last two
months on the back of production discipline
being maintained by the cement players of
the region.
Average pricing trend in northern region (Rs/bag)
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Southern region: Marginal decline in prices...

* Average prices came down marginally by Rs 3/bag to Rs 388 in the month of September
2015. Prices in Chennai, Kochi and Vizag were down by Rs 5/bag whereas Bengaluru
and Hyderabad remained flat MoM basis.

¢ Andhra Pradesh and Telangana have seen some pressure in the beginning of the

October where prices have come down by Rs 10-15/bag due to weak discipline.

*  Most of the south-based players are expected to report de-growth in sales volume
during 2QFY16 as demand continued to remain sluggish across the pockets of the
region. As per market participants, any meaningful recovery in demand can be expected
post 3QFY'16 primarily driven by beginning of infrastructure activities in new capital
of Andhra Pradesh.

Southern region

Region | Location Monthly price (Rs/bag) | YoY MoM | Non-trade prices (Rs/bag) | Comments
Sep 14 Aug 15 Sep 15 | (Rs/bag) Aug 15 Sep 15
Kochi 385 420 415 30 5) 350-360 345-360 | Despite weak demand scenario prices are at
higher level.
Chennai 335 400 395 60 5) 320-340 320-340 | Marginal decline in prices to boost demand.
South | Bengaluru 390 407 407 17 0 340-360 340-360 | Demand and prices are stable.
Hyderabad 310 340 340 30 0 270-285 270-285 | Delay in pickup in demand is a concern which
needs to be addressed for maintaining prices
at current level.

Average pricing trend in southern region (Rs/bag)
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Central region: Prices remained range bound

*  Average prices were marginally down by Rs 2/bag on account of weak prices in Madhya
Pradesh.

* Prices in Madhya Pradesh came down by Rs 15/bag; however, negative effect of the
same was mostly offset by western Uttar Pradesh where prices gone up by Rs 10/bag;
Prices in eastern Uttar Pradesh remained flat at Rs 320/bag.

* As per market intermediaries, demand remained stable in most parts of the region;
however, near term demand and pricing outlook remains cautious considering beginning
of festive season, lower rural spending (as a result of weak monsoon) and absence of
any major positive triggers.

*  October month is expected to remain sluggish in terms of demand and most of the
market participants indicated about price cut in the range of Rs 5-10/bag across the

pockets of the region.

Central region

Region | Location Monthly price (Rs/bag) | YoY MoM | Non-trade prices (Rs/bag) | Comments

Sep 14 Aug 15 Sep 15| (Rs/bag) Aug 15 Sep 15
Kanpur 295 320 320 25 0 240-250 240-250 | Demand and prices remained flat during the
Central month.
Bhopal/Indore 285 285 270 | (15)  (15) 215-230 210-220 | Demand is expected to remain under pressure
due to muted rural spending.

Average pricing trend in central region (Rs/bag)
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B&K Securities is the trading name of Batlivala & Karani Securities India Pvt. Ltd.
B&KInvestment Ratings.
LARGE CAP MID CAP SMALL CAP
(Market Cap > USD 2 bn) (Market Cap of USD 200 mn to USD 2 bn) (Market Cap <USD 200 mn)
BUY >+20% (absolute returns) >+25% (absolute returns) >+30% (absolute returns)
OUTPERFORMER +10% to +20% +15% to +25% +20% to +30%
UNDERPERFORMER +10% to -10% +15% to -15% +20% to -20%
SELL <-10% (absolute returns) <-15% (absolute returns) <-20% (absolute returns)
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of the United States (a "non-US Group Company"), which accepts responsibility for its contents. It is distributed in the U.S. by Enclave Capital, a U.S.
registered broker dealer, on behalf of B&K, only to major U.S. institutional investors (as defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934
(the "Exchange Act")) pursuant to the exemption in Rule 15a-6. Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal
requirements or the Financial Industry Regulatory Authority, Inc. ("FINRA") or other regulatory requirements pertaining to research reports or research
analysts. No non-US Group Company is registered as a broker-dealer under the Exchange Act or is a member of the Financial Industry Regulatory Authority,
Inc. or any other U.S. self-regulatory organization. Outside the United States, this report is distributed by B&K or an authorized affiliate of B&K.

The report has been compiled or arrived from sources believed to be reliable and in good faith, but no representation or warranty, express or implied is made
as to their accuracy, completeness or correctness. B&K has not verified the factual accuracy, assumptions, calculations or completeness of the information.
Accordingly, B&K accepts no liability whatsoever for any direct or consequential loss or damage arising from (i) the use of this communication (ii) reliance of
any information contained herein, (iii) any error, omission or inaccuracy in any such Information or (iv) any action resulting there from. B&K provides the
information for the purpose of the intended recipient's analysis and review and recipients are advised to verify the factual accuracy, assumptions, calculations
and completeness of the information.

This report was produced by B&K solely for information purposes and for the use of the recipient. It is not to be reproduced under any circumstances and
is not to be copied or made available to any person other than the recipient. All estimates, expressions of opinion and other subjective judgments contained
herein are made as of the date of this document. Emerging securities markets may be subject to risks significantly higher than more established markets. In
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Analyst Certification: Each of the analysts identified in this report certifies, with respect to the companies or securities that the individual analyses, that (1)
the views expressed in this report reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her compensation
was, is or will be directly or indirectly dependent on the specific recommendations or views expressed in this report.
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Other financial interest in the issuer None
Other material conflict of interest None

Compensation/benefits received from issuer/3™ Parties in past 12 months:
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Important US Regulatory Disclosures on Subject Companies
1. B&K or its Affiliates have not recently been the beneficial owners of 1% or more of the securities mentioned in this report.
2. B&K or its Affiliates have not managed or co-managed a public offering of the securities mentioned in the report in the past 12 months.

3. B&K or its Affiliates have not received compensation for investment banking services from the issuer of these securities in the past 12 months and do not
expect to receive compensation for investment banking services from the issuer of these securities within the next three months.

4. However, one or more person of B&K or its affiliates may, from time to time, have a long or short position in any of the securities mentioned herein and
may buy or sell those securities or options thercon ecither on their own account or on behalf of their clients.

5. B&K or its Affiliates may, to the extent permitted by law, act upon or use the above material or the conclusions stated above or the research or analysis on
which they are based before the material is published to recipients and from time to time provide investment banking, investment management or other
services for or solicit to seck to obtain investment banking, or other securities business from, any entity referred to in this report.

6. As of the publication of this report, Enclave Capital does not make a market in the subject securities.

Enclave Capital is the distributor of this document in the United States of America. Any US customer wishing to effect transactions in any securities referred
to herein or options thereon should do so only by contacting a representative of Enclave Capital and any transaction effected by a U.S. customer in the
securities described in this report must be effected through Enclave Capital (19 West 44th Street, suite 1700, New York, NY 10036).

B & K SECURITIES INDIA PRIVATE LTD.
Equity Research Division: City Ice Bldg, 298, Ground/Ist Floor, Perin Nariman Street, Behind RBI, Fort, Mumbai - 400 001, India. Tel.: 91-22-4031 7000, Fax: 91-22-2263 5020/30.
Registered Office: Room No. 3/4, 7 Lyons Range, Kolkata - 700 001. Tel.: 91-33-2243 7902.

B&K Research is also available on Bloomberg <BNKI>, Thomson First Call & Investext.
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