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 The cement production remained subdued during FY14 growing by a modest 3.0% during Apr-Mar 2014 as against 7.7% in the 

corresponding period last year. The cement demand remained weak primarily due to weak demand from end-user industries. Delays in 

environmental clearances for industrial and infrastructure projects and sand unavailability in some states contributed to slow growth. In 

fact, as against YTD growth of 3.0%, cement production registered an even lower growth of 2.0% during Q3 FY14 and 1.2% in Q4 FY14 

which are seasonally strong quarters for the cement industry. However, the demand outlook for FY15 remains relatively more favourable 

given the new government’s focus on revival of infrastructure and investment spending. The growth in FY15 will also be supported by a 

low base as cement production grew by merely 3% in FY14. During Apr-May 2014, cement production has grown by 7.7% YoY as against 

3.9% in the corresponding period last year. Pick-up of real estate & industrial activity, infrastructure projects and overall investment cycle 

will remain critical for the sector over the near-term. 

 

 Several initiatives announced to promote infrastructure and housing investment in Union Budget are likely to have a positive impact on 

cement demand. Increased provision under Rural Housing Fund and interest deduction on housing loans will boost urban and rural 

housing demand and in turn demand for cement. Further, government measures to promote investment in ports, roads, airports and 

other infrastructure projects are also likely to support cement demand. Cement companies are also likely to also benefit from the 

increase in long term funding availability for infrastructure projects which is likely to facilitate more investment in these sectors. 

 

 Cement prices in North India had seen a significant hike of Rs. 50/ bag during Q4 FY14 driven by temporary supply side disruptions 

following closure two cement plants of Binani Cement Limited with a total capacity of 6 MTPA in Rajasthan. The average wholesale 

cement price in Delhi increased from Rs. 275/bag (50 kg) in Jan 2014 to Rs. 323/bag in March 2014. Similarly, the average wholesale 

cement price in Chandigarh increased by Rs. 58/bag between Jan-Mar 2014 to Rs. 334/bag. The prices in certain parts of West India, 

particularly Gujarat were also impacted by the aforementioned shutdown. Wholesale prices in Ahmedabad market increased by Rs. 

47/bag to Rs. 300/bag between Jan-March 2014. However, cement prices in these regions came under pressure in Apr-May 2014 

following resumption of cement supply from Binani.  Wholesale prices declined by Rs. 15-30/bag in Delhi, Ahmedabad and Chandigarh 

between Apr-Jun 2014.  Prices in Mumbai market continued to remain under pressure and declined by Rs. 20/bag during Jan-May 2014 

due to transfer of cement from Southern markets. However, with rise in prices in South in Jun 2014, wholesale prices in Mumbai also 

increased by Rs. 5-10/bag in Jun 2014. Cement prices in Eastern markets increased by Rs. 20-25/ bag during Jan-June 2014 as cement 

companies raised prices in the busy season to recover the rising costs. South India remained the only major region which saw consistent 

decline in prices by about Rs. 10-30/bag during Jan-May 2014 due to over-capacity, disruption of production discipline and low demand 

during Apr-May 2014. However, cement companies raised prices significantly by about Rs. 70/bag in Jun 2014 to pass on the rising costs. 

However, the real estate companies and builders association has protested against such a steep price hike. During Apr-June 2014 the 

average price in Delhi is higher by 10% in Delhi, 22% in Ahmedabad, 7% in Chandigarh as compared to prices in the corresponding period 

last year. Prices in Mumbai are flat while those in South and certain parts of East India are lower on YoY basis.  
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 Cement manufacturers continue to be impacted by rising input costs. Cement companies have witnessed significant increase in freight costs over the past two years due to 

increase in freight rates by railways, consistent increase in diesel prices and increased dependence on costlier road transport due to shortage of railway wagons. Apart 

from this, the prices of key raw materials – limestone and gypsum have also increased. Further, increase in domestic coal prices by CIL in May 2013, declining availability of 

low cost linkage coal have increased power & fuel costs. However, declining international coal and pet coke price have provided some benefits to Indian cement 

companies; but the extent of this benefit has partly been offset by rupee depreciation. Given that cement prices are largely out of their control, the cement companies are 

now increasingly focusing on reducing their costs. Companies are taking steps to optimize their overhead costs, improve efficiency and lower consumption norms. 

Companies have increasingly started using pet coke and lignite instead of expensive coal as a source of fuel and utilising waste heat gases to produce power. Steps are also 

being taken to optimize power consumption norms and reduce the power consumed per tonne of cement. Further, companies are focusing on using higher proportion of 

additives such as fly-ash and cement to bring down their cost of production. As a result, the power and fuel cost as well as raw material cost has seen some easing. 

However, freight costs have increased significantly in the last two years. 

 

 Cement companies in North India benefitted from shutdown of Binani Cement Limited’s plant and reported significant increase in revenues and profitability on a 

sequential basis in Q4 FY14. The operating income of JK Cement Limited, JK Lakshmi Cement Limited and Shree Cement Limited increased by over 20% QoQ in Q4 FY14 

mainly led by increase in cement prices in the region. The profitability of these players also improved significantly on a sequential basis as they were able to pass on the 

rising costs to the customers. The performance of South based players continued to remain under pressure in Q4 FY14. While The Ramco Cements Limited’s (RCL) sales 

increased marginally by 2.9% YoY in Q4 FY14, The India Cements Limited’s (ICL) sales declined by 6.2% YoY mainly due to fall in cement prices. The profitability of both 

these companies declined on both sequential and YoY basis due to rising cost side pressures and decline in realizations in Q4 FY14. Overall, the companies in ICRA Sample* 

reported 6.7% YoY growth in revenues and 20.1% sequential growth in revenues in Q4 FY14. Only one company in the Sample namely ICL witnessed a YoY decline in 

revenues. The operating margins of the sample increased from 14.1% in Q3 FY13 to 18.2% in Q4 FY14 due to improved performance of companies based in North and East 

India. On a YoY basis, the profitability declined to 18.2% in Q4 FY14 from 19.9% in Q4 FY13.  

 

In FY14 ICRA Sample reported a marginal decline of 0.5% in revenues. However, the operating profitability came under severe pressure due to cost side pressures and 

operating margins of companies in ICRA Sample declined from 21.3% in FY13 to 16.2% in FY14. 

 

*ICRA Sample Includes ACC Limited, Ambuja Cements Limited, JK Cement Limited, JK Lakshmi Cement Limited, OCL India Limited, Prism Cement Limited, Shree Cement Limited, The India Cements 

Limited, The Ramco Cements Limited and Ultratech cement Limited 
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