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Heidelberg Cement (HBC) reported poor operating performance in Q4FY23, owing to rising
costs and decreased volume. Revenue from operations at 602Cr in Q4FY23 decreased
3% YoY but increased 11% sequentially.

Net Profit in Q4FY23 declined 63% YoY to I35Cr from I94Cr in Q4FY22.
Alternative fuel usage increased by 8%

EBITDA/tonne declined by 46% at I58Cr in Q4FY23 from 107Cr in the same quarter
previous year on account of higher freight, finance, and staff expenses.

Earning per Share also declined significantly by 63% YoY, but rose 516% sequentially, 1.54/
4.13/0.25in Q4FY23 / Q4FY22 | Q3FY23

On a per tonne basis, the price increased by 6% as compared to the 16% increase in total
operating cost including freight resulting in FY23 EBITDA/tonne of I57Cr, a drop of 38%
YoY.

The hardening of power and fuel price was partially offset by power generation from Waste
Heat Recovery System (WHRS) and various other green power sourcing options, the
company’s green power share increased from 24% in FY22 to 32% in FY23.

The company has repaid its first tranche of interest free loan of I33.6Cr taken from the
Pradeshiya Industrial and Investment Corporation of U.P. Ltd.

As of March 31, 2023, the cash and bank balance stood at ¥472.9Cr as against interest free
borrowings of ¥202Cr.
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Q4FY23 Result Highlights
Volume

» In FY23 volume was reported at 4.4mt, decreased by 8% on YoY basis.
» The cement capacity too reduced to 69% in FY23 from 76% in FY22.

» The company manufactures and sells 100% blended cement. In terms of trade
sales, Premium Cement accounted for 40% of the total.

Pricing

» There was an improvement of 3% in blended realization during the quarter,
reaching ¥5,076/tonne.

» Cement prices are currently higher than they were at the end of Q4FY23. Prices
are expected to trend higher as demand remains strong, but it depends on the
market environment.

W WAY2WEALTH
Research Desk <smll
13t Jun 2023

Nifty 18,710
Sensex 63,100

CMP 177

Market Cap (% Cr) 34,005

52W High/Low 3233/153
Shares o/s (cr) 22.7

20D Avg Volume 223.963

BSE Code 500292

NSE Code HEIDELBERG
Bloomberg Code HEIM:IN

Shareholding Pattern (%) — Mar’23

Energy

Promoter 69.40
Dlls 10.32
Flls 4.80

Public & Others 15.40

» Coal made up about 34% of the fuel mix, with the remainder coming from Pet coke,
renewable energy, and AFR.

» The cost of power and fuel increased by 7% year over year per tonne.

» The percentage of green energy in the electricity mix is currently 32%, up from
24% in FY22.

» The use of alternative fuels during the year increased by 8%

Financials & Ratios

Freight

» The freight cost per tonne was higher by 9% at 776/tonne QoQ as a result of the
levy of busy season charges by railways.

» The company’s Rail: Road ratio stood at 51:49

Capacity Expansion & Capex

» The company's Capex projection for FY24 is %55 to *60Cr, including X15Cr for
clinker capacity de-bottlenecking its MP plant to boost clinker capacity by 0.20
mtpa, which will increase grinding capacity by 0.35-0.40 mtpa by FY25.

VIEW

Despite an increase of 12% in overall cement industry volume, HBC's volume declined
by 4% over the same period, showing that HBC is losing market share and is a non-
participant in the overall cement sector’s growth trajectory.

Higher input, transportation, and other expenditures raised overall operating costs
including freight on a per-tonne basis. Moreover, in the absence of any projected
expansion in the coming years by the management, HBC may continue losing market
share.

Since all the core profitability metrics have shown a dampening performance on an
annual as well as sequential basis despite the overall cement industry volumes grew in
double digits in FY23, we believe investors should EXIT the stock at current levels
given the uncertainty. Further, we would be closely watching company’s
performance and we may re-initiate our coverage based on any positive
development in coming quarters.

(Rs Cr)
Net Sales 2133 2170 2117 2297 2238
EBITDA 483 527 506 435 249
EBITA Margin ~ 21.70% 24.3% 23.9% 18.9% 11.1%
PAT 221 268 315 252 99
PAT Margin 10.30% 12.40% 14.9% 11.0% 4.4%
EPS () 974 11.83 139 1113 438
ROE (%) 18.80% 20.40% 21.10% 16.0% 7.0%
ROCE (%) 24.40% 26.30% 23.70% 21% 11%
PIE (x) 21.8 17.9 15.3 15 29
EV/EBITDA (x) 10.1 8.7 9 8.52 14
Source: Company, Way2Wealth
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Operational Position

Volume (mtpa) Realisation/tonne (%)
1.19
5025 5076
1.1 113 4933
: 14
4827 |—‘
Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23
Cost/tonne (%) Raw material/tonne (%)
1118
4594 1062
4450 4493 839 803 846
4221
4064 |—‘
Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23
Staff Cost/tonne (%) Power & Fuelitonne (%)
205 333 1892
283 273 255 1588 1572 1692
|—| |_| 1357
Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23
Freight/tonne (%) Other Expenses /tonne (%)
912 938
776 787 846
712 722
632 663 617 |—| |—|
Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23

Source: Company, Way2Wealth
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Particulars

Revenue from operations
Other income

Total income

Expenses

Cost of materials consumed
Changes in inventories
Employee benefits expense
Finance costs

Cement

Depreciation and amortisation expense

Power and fuel

Freight and forwarding expense

Other expenses

Total expenses

Profit/(Loss) before tax

Tax expense

Current tax

Deferred tax

Net Profit/(Loss)

EBITDA

EBITDA/tonne

EPS

Debt Equity Ratio

Debt Service Coverage Ratio

Interest Service Coverage Ratio
Source — Company, Way2Wealth
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FINANCIAL PERFORMANCE

Q4FY23  Q4FY22 YoY%
602 620 -3%
13 12 9%
616 632 -3%

0 0
111 119 -T%
-11 -16 -31%
40 35 13%
7 5 26%
27 28 -2%
201 196 2%
92 78 18%
100 89 13%
567 535 6%
49 98 -50%

0 0
15 17 -10%
-2 -13 -86%
35 94 -63%
69 119 -42%
58 108 -46%
1.54 413 -63%

Q3FY23

540
11
551
0
101
22
28
11
29
172
78
103
543

8
0
3
0
6
37

34
0.25

QoQ%

11%
28%
12%

10%
-150%
42%
-40%
-5%
17%
18%
2%
4%
508%

470%
507%
527%
87%
73%
516%

W WAY2WEALTH
Research Desk <smll
13t Jun 2023

FY23
2238
45
2283
0
414
-13
133
46
112

4.38
0.12
3.67
17.15

FY22
2297
49
2346
0
450

2011

59
24
252
435
91
11.13
0.12
8.31
19.64
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-42%

2%
26%
0%
20%
5%
2%
%

~59%

-31%
-119%
-61%
-43%
-38%
-61%

0%

-56%
-13%
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Disclaimer

Analyst Certification: I, Dhananjay Kansara the research analyst and author of this report, hereby certify that the views expressed in this research
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence
and objectivity in making any recommendations.

It is confirmed that Dhananjay Kansara, the author of this report has not received any compensation from the companies mentioned in the report in the
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other business.
Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental,
special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained in this
report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product,
or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor appropriate
for every individual and are solely for the informational purposes of the readers. This material does not take into account the specific objectives,
financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed
or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this research in
any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Way2Wealth will not
treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may be restricted by the
law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any
such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, either
express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a particular
purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions in it.
Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations. In no event shall
Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or
lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are
not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact
from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political
and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an offer to
buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of this
material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have interest
in securities / positions, financial or otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement Heidelberg Cement Ltd. as on 13 June 2023

Name of the Security Heidelberg Cement Ltd.
Name of the analyst Dhananjay Kansara
Analysts’ ownership of any stock related to the information contained NIL

Financial Interest

Analyst : No

Analyst’s Relative : Yes / No No

Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No

Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL

Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent
recommendations to its clients, and would be happy to provide information in response to specific client queries.

Investment in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of 1As) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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