BUY

Heidelberg Cements India Ltd (HCIL)

31 July 2018

Sector: Cement/small cap | Earnings Update – 1QFY19

Background: Heidelberg Cements (HCIL), erstwhile Mysore Cements set up by Birla group in 1958 is now a subsidiary of Heidelberg AG, the world’s third largest
cement manufacturer. The company manufactures portland cement through its three plants located at Ammasandra, Karnataka (0.6 MTPA), Damoh, Madhya Pradesh
(2.1 MTPA) and Jhansi, Uttar Pradesh (2.7 MTPA). The company also caters to Bangalore, Mumbai and Pune apart from MP and UP. The company has increased its
installed capacity to 5.4 MTPA.
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superior realizations. The company posted a 15% YoY growth in sales volume to 1.26mn ton
aided by pick-up in construction activities, better sand availability in most parts of the central
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company. Freight costs rose by 16% YoY to INR 657/ton due to higher diesel prices. HCIL
road: rail mix is currently at~58:42, average lead distance stood at 365 km.
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efficiency. EBITDA margins increased by 689 bps to 22.1% in 1QFY19. EBITDA per ton for

150

Valuation: Heidelberg's capacity utilisation stood at 92% and it is expected to improve further from
current high levels due to higher demand led by increase in infrastructure spending and affordable
housing under Pradhan Mantri Awas Yojna. At CMP, the stock trades at EV/EBITDA of 9.1X and 7.7X
of FY19 & 20E respectively. We rate the stock a BUY with a price target of INR 186 assigning a
EV/EBITDA multiple of 9X FY20E.
Risks: Delay in economic turnaround, lower than expected infrastructure spending, adverse

movement in coal/pet coke prices.
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will bring the debt further down to INR 2.62 bn.
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The management also indicated repayment of another INR 0.75 bn debt in 2QFY19 which
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HCIL’s net debt stood at INR 3.37 bn at the end of 1QFY19, after repaying INR 0.75 bn debt.
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due to strong operating performance.
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EBITDA rose by 78% YoY to INR 1,193 mn due to better realizations and operating cost

the quarter stood at INR 947 vs. INR 609 YoY. PAT stood at INR 511mn Vs INR 160mn in

2018

EBITDA

Revenue

HCIL’s fuel mix stands at ~57% of pet coke and ~43% of domestic coal, due to raising pet
coke prices. In 4QFY18 the fuel mix was at 70% of pet coke and 30% of coal.

Valuation Summary (INR bn)
Y/E March

Raw material cost per ton grew by 2.1% YoY (0.6% QoQ) to INR 781. Power & fuel costs per
ton declined by 1.1% YoY to INR 937, due to increase in power generation from WHRS by

300.8
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HCIL’s revenue grew by 22% YoY to INR 5.4bn due to growth in sales volume coupled with
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