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Ramco Cements came out with good set of results in Q1FY20, ahead of our 
estimates except a minor miss on revenue. Revenue for the quarter grew 
13.4% YoY to Rs 13839 mn against our estimate of Rs 14519 mn. EBITDA for 

Q1FY20 came at Rs 3593 mn (estimate Rs 3368 mn) a growth of 43.6% YoY 
and 10.5% QoQ. EBITDA margin expanded +545bps YoY/+475bps QoQ to 
26% for the quarter against our estimate of 23.2%. Expansion in EBITDA 
margin came on the back of softening of coal and pet coke prices during 

the quarter. Also in its fuel mix, Ramco reduced its pet coke usage to 42% 
compared to 62% in Q1FY19. PAT for the quarter stood at Rs 1920 mn 

which was ahead of our estimate of Rs 1713 mn, a growth of 53.6% YoY 
and 16.1% QoQ. We remain positive on Ramco Cements from longer term 

perspective and factoring in strong result, upgrade the stock from Hold to 
Accumulate, with a target price of Rs 853 (unchanged). 
 

Q1FY20 Operational Highlights 
 For the quarter Ramco registered a volume growth of 2.7% YoY in its 

domestic sales to 2.65 MT against 2.58 MT in Q1FY19. The coal and pet 
coke prices have softened during the quarter. ln the fuel mix, pet coke 
usage was reduced to 42% during the quarter against 62% in Q1FY19. 
 
 

 In its Wind Power division, Ramco generated 78.2 mn units in Q1FY20 

against 67.3 mn units in Q1FY19. The revenue from wind power for FY19 

stood Rs 617.5 mn against Rs 669.6 mn in FY18  
 

Update on Capacity Expansion Plans 

 lnstallation of equipments completed for expansion of grinding unit in 
Kolaghat, WB from 1 - 2 MTPA. Trial run is on, will be commissioned 
shortly. New grinding unit in Haridaspur, Odisha with a capacity of 0.9 
mtpa is expected to be commissioned during October, 2019. Expansion 
of grinding unit near Vizag, AP from 0.95 -2 mtpa is expected to get 
commissioned during March, 2020. Expansion of clinkering capacity at 
Jayanthipuram, AP from 3-4.5 mtpa alongwith wind capacity of 27 MW is 
expected to be commissioned during September, 2020. 
 
 

Outlook and Valuations 
Cement prices have seen some correction in last two months due to seasonal 
factors like slow industrial activity during monsoon. Despite subdued 
demand, Ramco’s operating performance for Q1FY20 was impressive. At 
CMP of Rs 754, Ramco is trading at an EV/EBITDA of 15.9x and 13.4x its 
FY20E and FY21E estimates respectively. Factoring in strong Q1FY20 results 
we upgrade our rating from Hold to Accumulate with a target price of Rs 853. 

 
Financial Performance 
YE March 
(Rs Mn) 

Net Sales EBITDA PAT EPS (Rs) 
EBITDA 

Margin % 
RoE (%) EV/EBITDA (x) 

FY18 44,238 11,129 5,638 23.9 25.2 13.7 16.8 

FY19 51,623 10,445 5,107 21.7 20.2 11.3 18.3 

FY20E 58,076 12,138 5,980 25.4 20.9 12.3 15.9 

FY21E 66,788 14,493 7,461 31.7 21.7 14.0 13.4 

Source: Company, Arihant Research 
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Q1FY20 Financial Performance 

 
 

                             Per Ton Analysis 

 
 
Volume, Realisation, EBITDA Margin and EBITDA/Ton metrics of Ramco Cements over the quarters 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Source: Company, Arihant Research 
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Outlook  
With improving realizations and robust operating margins, we expect 

Ramco Cements to improve its efficiency going forward. Also with 

moderation of pet coke and coal prices, Ramco’s margins will further 

improve in subsequent quarters. Also the companv has been constantly 

focussing on various cost reduction initiatives and has been able to improve 

its productivity without compromising on quality.  

 

Volume growth of Ramco was muted during the quarter due to seasonality 

like monsoon and overall slowdown in the construction activity in the 

sector on account of liquidity crunch. We expect volume growth to rebound 

in the subsequent quarters as demand picks up.  

 
 
Valuations 
After factoring in strong Q1FY20 results, we have kept our FY20E and FY21E 

estimates intact and continue to value the stock at a target EV/EBITDA 

multiple of 15x its FY21E estimate which yields a target price of Rs 853 for 

the stock. We upgrade our rating from ‘HOLD’ to ‘Accumulate’ with a target 

price of Rs 853, which gives an upside potential of 13.1%.  

 
 
 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

  
 
 
 
 
 
 
 
 

Valuations 

 Rs Mn 
 

FY19 FY20E FY21E 

EV/EBITDA (x) 

 

18.3 15.9 15.0 

EBITDA 

 

10445 12138 14493 

EV 

 

190999 192717 *217394 

Debt 

 

14305 15805 17305 

Cash 

 

948 731 848 

Market Cap 

 

177642 177642 200937 

No of Shares 

 

236 236 236 

CMP (Rs)   754 754 754 

Target (Rs)       853 

Upside (%) 
 

    13.1% 

*EV on basis of target EV/EBITDA multiple of 15x 
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                Consolidated Financials 
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  Stock Rating Scale                                                             Absolute Return 

BUY                                             >20% 
ACCUMULATE                                            12% to 20% 
HOLD  
NEUTRAL 

                                           5% to 12% 
                                           -5% to 5% 

REDUCE                                                                                                                   
SELL 

                                           -5% to -12%           
                                            <-12% 
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