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Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam 
nonummy nibh euismod tincidunt ut laoreet dolore magna aliquam 
erat volutpat. Ut wisi enim ad minim veniam, quis nostrud exerci 
tation ullamcorper suscipit lobortis nisl ut aliquip ex ea commodo 
consequat. Duis autem vel eum iriure dolor in hendrerit in vulputate 
velit esse molestie consequat, vel illum dolore eu feugiat nulla  

 
▪ Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam nonummy nibh 

euismod tincidunt ut laoreet dolore magna aliquam erat volutpat. Ut wisi enim 
ad minim veniam,  
 

▪ quis nostrud exerci tation ullamcorper suscipit lobortis nisl ut aliquip ex ea 
commodo consequat. Duis autem vel eum iriure dolor in hendrerit in vulputate 
velit esse molestie consequat, 
 

▪  vel illum dolore eu feugiat nulla facilisis at vero eros et accumsan et iusto odio 
dignissim qui blandit praesent luptatum zzril delenit augue duis dolore te feugait 
nulla facilisi. et iusto odio dignissim qui blandit praesent luptatum zzril delenit 
augue duis dolore te feugait nulla facilisLorem ipsum dolor sit amet, 

Initiating Coverage 

Heidelberg Cement India Ltd 
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Industry LTP Base Case Fair Value Bull Case Fair Value Recommendation Time Horizon  

Cement Rs. 177 Rs.194 Rs.206  Buy at LTP and add on dips to Rs159-163 band 2 quarters 

Our Take: 

Heidelbergcement India (HCIL) is a part of 147 years old Heidelbergcement group of Germany - the  4th largest cement producer  group in 
the world. HCIL has 6.26mnT installed capacity. It gets majority of its revenue from Central India. The Central region is safe for cement 
players given its demand-supply dynamics with no major coming capacity additions. HCIL has gradually strengthened its balance sheet 
through repayment of debt worth of Rs.181.2 cr between FY18-20 and it has plans to repay more debt worth of Rs.125 cr and Rs.120 cr for 
FY21 and FY22, respectively. We expect that Covid-19 led lockdown and slowdown in the economy will lead to degrowth in revenue in the 
near term but lower costs will drive EBIDTA growth. The industry has a higher dependence on real estate and infra sector which is expected 
to post slow growth due to expected slowdown in the economy. A slowdown will bring down volume growth which will bring down capacity 
utilization and that may result in softening of cement prices. However, FY22 will be a turnaround year for the industry and HCIL. 

 

Valuations & Recommendation: 
We expect that the company will get benefit from the strong share in Central India, lower petcoke and coal prices with investment in captive 
power plants, no further Capex, repayment of debt and strong working capital. Covid-19 led lockdown will adversely impact in Q1FY21 and 
partly in Q2FY21 with lower utilization, expected shortage of labour, an expectation of sharp fall in real estate and infra development which 
could lead to 1% CAGR in top-line and 4% EPS CAGR over FY20P-22E. Company is trading at an EV of $77.8/T which is at a discount to 
replacement cost which is ~$110/T EV/Tone. Due to its smaller size with no further Capex plans its valuation will stay at a discount to larger 
players. We feel the Base case fair value of the stock is Rs.194 (EV/Ton of $86 or 15.0xFY22E EPS) and Bull case fair value is Rs.206 (EV/Ton 
of ~$92 or 16xFY22E EPS). Investors willing to take some risk can look to buy the stock at the CMP and add on dips to Rs.159-163 band 
(~EV/TON of $74 or 13.2xFY22E EPS). At the CMP of Rs.177 it is quoting at EV/Ton of $70 or 12.5xFY22E EPS. 
 
 
 
 
 
 

HDFC Scrip Code HEICEMEQNR 

BSE Code 500292 

NSE Code HEIDELBERG 

Bloomberg HEIM:IN 

CMP July 28, 2020 177.05 

Equity Capital (cr) 227 

Face Value (Rs) 10 

Eq- Share O/S(cr) 22.66 

Market Cap (Rscr) 4012 

Book Value (Rs)  58.12 

Avg.52 Wk Volume 1083501 

52 Week High 217.80 

52 Week Low 120.00 

  

Share holding Pattern % (Jun, 2020) 

Promoters 69.39 

Institutions 17.84 

Non Institutions 12.77 

Total 100.0 

 
Fundamental Research Analyst 
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Financial Summary 
 

Particulars (Rs cr) Q1FY21 Q1FY20 YoY-% Q4FY20 QoQ-% FY19 FY20 FY21E FY22E 

Total Operating Income 408 589 -31% 510 -20% 2,133.4 2,170.5 1,919.8 2,222.1 

EBITDA 108 158 -32% 127 -15% 483.3 528.2 401.7 484.7 

APAT 49 79 -38% 66 -26% 220.7 268.4 211.4 292.4 

Diluted EPS (Rs) 2.16 3.49 -38% 2.93 -26% 9.7 11.8 9.3 12.9 

RoE-%           19.9 21.6 15.3 19.1 

P/E (x)           18.2 14.9 19.0 13.7 

EV/EBITDA           7.6 6.9 9.1 7.5 
       (Source: Company, HDFC sec) 

 
Q1FY21 Result Update 

• The volume of the company has impacted due to nation-wide lockdown and also expected to remain subdued in the monsoon season. 
The volume of the company has degrow by 32% Y-o-Y to 0.857MT.  

• Increases into fly ash prices by Rs.150/ton due to increase in distance for sourcing the materials. 

• Price has remained stable despite monsoon which has benefitted HCIL. 

• Management is expecting that demand will remain subdued in urban area due to unavailability of labour while rural demand remains 
strong. 

• Management expects that liquidity crunch will remain to continue in channels in coming months due to Covid-19. 

• The company has already completed its brownfield capex, which will lead to additional volume growth at extremely low Capex cost, 
which can further improve financial performance. This new capacity will deliver growth in the coming years. 

• The company is evaluating plans to go for greenfield expansion post-pandemic and macro situation get normalize. Also, HCIL searching 
for opportunities available in other regions where expansion can be done. 

• In Logistics front, reduced availability of truck drivers will impact inward and outward logistics and also reduced availability of 
manpower at railway yards may impact turnaround of rolling stock.  

• The company has started focusing on renewables and outsourced power by constructing a 5MW solar plant in Madhya Pradesh. During 
Q1FY21, the dependence on grid power has reduced to 59%, which is expected to reduce further going forward. 
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Long term Triggers 
Strong parent support 

Heidelberg Cement India is a part of Heidelberg group Germany which has an experience of ~147 years. HCAG holds 69.4% in HCIL. The 

company’s strong  linkage with HCAG is reflected by its working capital facilities, which are carved out of HCAG’s global limits and have a 

cross-default provision. HCAG infuses capital whenever required for Indian entity. HCAG maintains a close watch over HCIL’s treasury and 

operational activities and has appointed directors on HCIL’s board. HCIL receives technical support from the HeidelbergCement Group. In 

return, HCIL pays license fees to the HeidelbergCement Group of Rs.17 cr per year.  

 

Capacity expansion through Debottlenecking 

Heidelberg Cement has commissioned expansion of 0.5mmT at Imlai and 0.55mmT at Jhansi plant through debottlenecking in Q4FY20. This 

will lead to higher capacity available for the company in FY21 onwards though its full effect will be seen only in FY22.  

 

The company keeps exploring options for expansion through inorganic route and scouting for limestone mine in other regions. Company 

may start looking at clinker capacity enhancement in FY22. However due to Covid 19 there is a delay in scanning/shortlisting the sites. 

 

Benefits of lower petcoke and coal prices 

Decline in coal and petcoke prices due to the sharp fall in crude oil prices will lead to a moderation in power, fuel and logistics costs which 

together form over 50% of the total cost. This will provide some relief on the margin front and soften the impact of a decline in volumes. 

Logistics costs, the biggest cost for cement industry, have also dropped as the Railways have extended the benefit of exemption from busy 

season surcharge. The transportation of limestone from Patheria Mines to Narsingarh Clinkerisation Plant is done via a 21 km long Over Land 

Belt Conveyor which also saves costs for the company. HCIL has Waste Heat Recovery Plant which fulfills ~37% of total power requirement 

of Narsingarh plant. Also, it has 25-year solar power purchase agreement for its Ammasandra Unit, which will meet close to 50% of its energy 

requirements.  
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Strong financials 

Heidelberg has strong return ratios with healthy operating cash flow generation.  It has a liquid balance sheet with net debt-free status due 

to repayment of debt. This in the absence of any major debt-led Capex, stable profitability and cash flows will help  HCIL survive tough times. 

The company has scheduled NCDs repayments of Rs.125 cr and Rs.120 cr for FY21 and FY22, respectively. Heidelberg has strong dividend 

payout which results in a dividend yield of ~2.6%. 
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Strong pricing though slower demand 

The cement industry has witnessed a strong pricing M-o-M and Y-o-Y which is expected to improve realization and profitability. The sharp 

price hike taken in late April sustained in May 2020. Faster traction in rural/semi-urban cement demand (before monsoon hits) came to the 

rescue of the industry. Strong prices and lower costs could cushion profitability in FY21.  

       
Source – Company, HDFC sec Research 

 
What could go wrong  
Covid-19 led lockdown and slowdown in the economy affect future growth 

It is expected that cement demand will fall in Q1FY21E by up to ~45% and will experience only lower single-digit growth in Q2FY21E. A 

decline in cement demand in  FY21 will bring down capacity utilization of cement companies. Growth in the housing segment, that forms 

60%-65% of cement demand, is likely to be affected given the impact of the slowdown in economic growth on income growth and income 

cuts will result on lower discretionary spending over the next year. 
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                                                               Source – Company, HDFC sec Research 

 
Post lockdown, June-20 has witnessed early monsoon in few parts of the country. Due to cyclone Nisarga, western India, central India and 

several parts of northern India has witnessed nearly 5-10 days early monsoon so it has negated expectation of improvement in cement 

demand in June-20.  

 

Majority of the construction labourers have returned to their homes and are reluctant to join work even after the end of lockdown. Fewer 

construction activities during monsoon is expected.  Reduced availability of truck drivers is impacting inward and outward logistics.   

 

The COVID-19 induced self-isolation impaired the home buying sentiments that has created an adverse impact on weak builders and they 

tend to deferred launches of new projects. 

 

On Infra front, Govt is facing revenue shortfall to a large extent and hence non priority Infra works can get postponed to Q4FY21 and beyond. 
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About Company 
Heidelberg Cement India Limited (HCIL) is a subsidiary of Heidelberg Cement Group, Germany (HCAG). Heidelberg has its operations in 

Central India at Damoh (Madhya Pradesh), Jhansi (Uttar Pradesh) and in Southern India at Ammasandra (Karnataka). It has a total installed 

capacity of 6.26 million tonnes p.a. It generates power from the Waste Heat Recovery (WHR) Power Plant at Narsingarh–which meets ~ 37% 

of the total power requirement of Narsingarh Clinkerisation Plant. Heidelberg also entered into a 25-year solar power purchase agreement 

for its Ammasandra Unit, which will meet close to 50% of its energy requirements. HCAG was founded in 1873 in Heidelberg, in Germany. It 

is one of the world’s largest building materials companies and the world's 4th largest cement producing group. 

 
Brand portfolio  

 
 
HCIL owns brands Mycem cement, mycem concreteMAX and mycem Power.  

Industry 
India is the second-largest cement producer in world. The cement industry occupies an important place in the Indian economy because of 

its strong linkages with other sectors such as construction, transportation, coal and power. The sector notably plays a critical role in the 

economic growth of the country, in its journey towards inclusive and decidedly conclusive growth. The construction sector alone constitutes 
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about 7 per cent of the country's gross domestic product (GDP). India is the second-largest producer of cement in the world after China, 

with an installed capacity of ~509 MTPA. Presently, the Indian cement industry has 225 plants, owned by 65 players. 

  
                                                                                                              Source – Statista, HDFC sec Research 

But India has a lower per capita cement consumption 
 

 
                                      Source – Shree Cement earning presentation, HDFC sec Research 
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Although India is among the leading producers of cement in the world, its per capita cement consumption is at 200-250 kg, which is lowest 
among the developing countries. The world average is 500-580 kg, while countries such as China have a per capita cement consumption of 
1650-1750 kg, followed by Vietnam (800-850 kg) and Turkey (700-750 kg). The factors that could trigger cement sales are infrastructural 
demand especially for Government projects, as well as higher housing demand in rural and semi-urban areas. A higher realization and rising 
dispatches are considered to be conducive for higher profits for the cement industry. All efforts are targeted to increase sales and reach the 
premium segment in prices. 
 
The government also intends to expand the capacity of the railways and the facilities for handling and storage to ease the transportation of 
cement and reduce transportation costs. The demand for the cement industry is expected to achieve 550-600 million tonnes per annum by 
2025 because of the expanding demand of different divisions i.e. housing, commercial construction and industrial construction. 
 
Government thrust on affordable housing for realizing its vision of “Housing for All” by 2022 and Smart City program should also help in 
demand growth for cement. The rate of new cement capacity additions has also slowed down considerably. Therefore, the outlook for the 
cement sector looks better. 
 
Cement, being a bulk commodity, is a freight intensive industry and long-distance transportation can prove to be uneconomical. This has 
resulted in cement being largely a regional play with the industry divided into five main regions viz. north, south, west, east and the central 
region. Cement is relatively a highly concentrated industry in India: I) the top 10 companies constitute> 60% of the market; ii) the top 5 
companies enjoy a market share of around > 48%, and iii) the top 2 cement groups (LafargeHolcim and Aditya Birla Group) enjoy a market 
share of around 38%. 
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Financials 
Income Statement       Balance Sheet      

(Rs Cr) FY18 FY19 FY20E FY21E FY22E  As at March FY18 FY19 FY20E FY21E FY22E 

Net Revenue 1889.5 2133.4 2170.5 1919.8 2222.1  SOURCE OF FUNDS           

Growth (%) 10 12.9 1.7 -11.6 15.8  Share Capital 227 227 227 227 227 

Operating Expenses 1526.1 1650 1642.2 1518 1737.4  Reserves 820 945 1090 1211 1402 

EBITDA 363.4 483.3 528.2 401.7 484.7  Shareholders' Funds 1046 1171 1317 1438 1628 

Growth (%) 30.3 33 9.3 -23.9 20.7  Long Term Debt 469 392 288 196 98 

EBITDA Margin (%) 19.2 22.7 24.3 20.9 21.8  Long Term Provisions & Others 160 219 101 115 132 

Other Income 19.9 34.8 53 45 51  Total Source of Funds 1675 1782 1706 1749 1858 

Depreciation 101.2 101.8 109.1 111 112.7  APPLICATION OF FUNDS           

EBIT 282.1 416.4 472.2 335.8 423  Net Block 1814 1754 1764 1704 1636 

Interest  74.5 74.8 74.1 53.2 32.3  Deferred Tax Assets (net) 0 0 0 0 0 

PBT 207.7 341.6 398.1 282.5 390.7  Long Term Loans & Advances 58 54 56 78 125 

Tax 74.5 121 129.6 71.1 98.3  Total Non Current Assets 1872 1808 1820 1782 1761 

RPAT 133.2 220.7 268.4 211.4 292.4  Current Investments 0 0 0 0 0 

Minority Int. 0 0 0 0 0  Inventories 127 167 146 153 170 

APAT 133.2 220.7 268.4 211.4 292.4  Trade Receivables 19 25 27 37 43 

Growth (%) 74.8 65.7 21.6 -21.2 38.3  Short term Loans & Advances 237 280 280 364 473 

EPS 5.9 9.7 11.8 9.3 12.9  Cash & Equivalents 212 338 450 410 455 

       Other Current Assets 65 77 73 74 75 

       Total Current Assets 661 887 975 1037 1216 

       Short-Term Borrowings 0 0 0 0 0 

       Trade Payables 227 278 259 239 271 

       Other Current Liab & Provisions 412 401 562 562 573 

       Short-Term Provisions 219 234 269 269 275 

       Total Current Liabilities 858 913 1090 1070 1119 

       Net Current Assets -197 -26 -115 -33 97 

       Total Application of Funds 1675 1782 1706 1749 1858 
Source: Company, HDFC sec Research 
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Cash Flow Statement       Key Ratios          

(Rs Cr) FY18 FY19 FY20P FY21E FY22E    FY18 FY19 FY20P FY21E FY22E 

Reported PBT 208 342 398 283 391  Profitability (%)           

Non-operating & EO items -20 -35 -53 -45 -51  EBITDA Margin 19.23 22.66 24.34 20.93 21.81 

Interest Expenses 74 75 74 53 32  EBIT Margin 14.93 19.52 21.75 17.49 19.04 

Depreciation 101 102 109 111 113  APAT Margin 7.05 10.34 12.37 11.01 13.16 

Working Capital Change 109 -46 201 -121 -86  RoE 13.23 19.9 21.57 15.35 19.07 

Tax Paid -74 -121 -130 -71 -98  RoCE 16.84 23.36 27.68 19.2 22.76 

OPERATING CASH FLOW ( a ) 398 317 599 209 301  Solvency Ratio           

Capex -30 -42 -119 -51 -45  D/E 0.45 0.33 0.22 0.14 0.06 

Free Cash Flow 368 275 480 158 256  Interest Coverage 3.79 5.57 6.37 6.31 13.09 

Investments 0 4 -2 -22 -47  PER SHARE DATA           

Non-operating income 20 35 53 45 51  EPS 5.88 9.74 11.84 9.33 12.9 

INVESTING CASH FLOW ( b ) -10 -3 -68 -28 -41  CEPS 10.34 14.23 16.66 14.23 17.88 

Debt Issuance / (Repaid) -60 -18 -222 -78 -81  BV 46.17 51.68 58.12 63.45 71.85 

Interest Expenses -74 -75 -74 -53 -32  Dividend 2 3.5 4.5 4 4.5 

FCFE 233 182 184 28 143  Turnover Ratios (days)           

Share Capital Issuance 0 0 0 0 0  Debtor days 3.63 4.33 4.5 7 7 

Dividend -45 -84 -123 -91 -102  Inventory days 25.74 25.18 24.5 29 28 

FINANCING CASH FLOW ( c ) -180 -177 -419 -221 -215  Creditors days 49.99 55.79 57.5 57.5 57 

NET CASH FLOW (a+b+c) 208 137 112 -40 45  Working Capital Days -20.62 -26.29 -28.5 -21.5 -22 

       VALUATION           

       P/E 30.13 18.18 14.95 18.98 13.72 

       P/BV 3.83 3.43 3.05 2.79 2.46 

       EV/EBITDA 10.06 7.56 6.92 9.1 7.54 

       Dividend Yield 1.13 1.98 2.54 2.26 2.54 

       Dividend Payout 4.49 35.95 37.99 42.88 34.88 
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One Year Price Chart 

 
                                            (Source: Company, HDFC sec) 
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