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Strong sales; positive sentiments

Key Points

» We hosted the management of Nuvoco Vistas at the NBIE Virtual Investor
Conference. Mr. Bishnu Sharma (Head IR) represented the company to offer insights
into the the company’s current business prospects.

» Government spending on infrastructure and rural housing is expected to boost cement
consumption. Continuous demand improvements will enable sustainable pricing.

» The acquisition of Vardraj Cement (3.5 MTPA clinker facility in Kutch and a 6 MTPA
GU near Surat) is set to be completed in 8-9 months, adding considerable cement and
clinker capacity. Production is expected to begin in Q3 FY27. The acquisition is likely
to help the company grow its foothold in the western regions and become the third
largest player in Gujarat and Maharashtra markets. This will free up much-needed
capacity from its Rajasthan operations to fulfill the expanding demands of the northern
markets, improving the company's competitive position in both regions.

» Planned expansion to 31 MTPA cement capacity by Q3 FY27.
Continued deleveraging to decrease net debt below Rs. 40 billion.

Y

» Nuvoco intends to optimize its domestic presence, expand regional reach, increase
revenue through product premiumization, and prioritize cost-cutting activities. The
company aims to reach 31 MTPA cement capacity by Q3 FY27 and decrease net debt
below Rs. 40 billion. The company is trading at 6.3x FY27E EV/EBITDA, lower than
the four-year Average of 10.4x (after listing on August 23, 2021). We maintain our
"BUY" recommendation, valuing the company on 8x December FY27E EV/EBITDA
and setting a revised target price (TP) of Rs 416.

Industry Volume and Demand: The industry withnessed a slowdown in the H1FY25
period, which has now come to an end, and the industry is seeing improvement concerning
the execution of the projects, especially in the infrastructure sector and housing sites.
Additionally, the fund flow from the government has started. So overall, in 3QFY25, on an
average, the industry has delivered close to around a 5 -6% growth rate. Demand is
expected to close around 7-8% in the next few quarters. In the last two years, the Eastern
region saw subdued demand, which, from the current quarter, has begun to pick up
momentum. The company’s volume guidance stands at 8% for 4QFY25

Pricing: In terms of pricing, the 1Q and 2QFY25 was unsatisfactory across India. In
October and November of FY25, prices fell below their five-year lows. However, prices
began to gain traction since mid-December FY25. Prices for January and February FY25
appear stable, the remaining at the same level as in December. Demand is also improving.
3QFY25 exit prices were 6% higher than the average 3QFY25 price.

Acquisition update: The Vadraj Cement acquisition will give the company a 3.5MTPA
clinker capacity and a 6MTPA grinding unit; production is planned to begin in Q3FY27.
This project will cost Rs18 bn, with investments ranging from Rs 9 to 12 bn. This acquisition
will allow Nuvoco to increase its presence in the West. Following the acquisition, the overall
capacity will rise to 31IMTPA, with 19MTPA in the east and 6MTPA in the north and west.
The budgeted capex for Q4FY25 will likely range between Rs 500 and 600 mn.

The capacity mix for Nuvoco post the acquisition will be 60% in the East, 20% in the North
and 20% in the West which earlier was 75% in East and 25% in North

Pet coke imports will be received at Kandla thereby reducing the procurement cost of pet
coke

This plant will cater to Gujarat and Maharashtra. These are not new markets for Nuvoco
as it sells roughly 1MnT in these markets from its Chittorgarh plant; therefore the company
will be expanding its footprint in these regions by the time this plant gets commissioned in
FY27.

Est Change Maintain
TP Change Maintain
Rating Change Maintain

Company Data and Valuation Summary

Reuters NUVO.BO
Bloomberg NUVOCO IN
Market Cap (Rsbn / US$bn) 114.7/1.3
52 Wk H/L (Rs) 386/291
ADTV-3M (mn) (Rs / US$) 71.5/0.8
Stock performance (%) 1M/6M/1yr (8.9)/(4.9)/(6.9)
Nifty 50 performance (%) 1M/6M/1yr (0.5)/(5.6) /3.9

Shareholding 1QFY25  2QFY25  3QFY25
Promoters ~ 72.0 72.0 72.0
Dlis 18.5 18.9 19.3
Flls 3.5 3.2 3.4
Others 6.0 5.9 5.4
Pro pledge 0.0 0.0 0.0
Financial and Valuation Summary

Particulars (Rsmn) FY24 FY25E FY26E FY27E
Net Sales 1,07,329 1,07,990 1,19,350 1,35,287
Growth YoY% 14 0.6 10.5 134
EBITDA 16,237 14,609 22,259 22,317
EBITDA margin % 15.1 13.5 18.7 16.5
Adj PAT 1,474 945 5132 5119
Growth YoY% 8304 (359) 4430 0.3
Adj EPS 41 2.6 144 14.3
RoE 1.7 1.0 55 5.2
EV/EBITDA 9.7 10.3 6.3 5.9
EV/mt ($) 725 69.3 64.5 60.2
P/E(x) 780 1217 224 225

Source: Bloomberg, Company, Nirmal Bang Institutional
Equities Research
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e Focus on Premiumization

o

Despite poor 2Q performance, the company’s premium product share for SMFY25 was close
to 43%

e Cost

o

The company's fly ash cost for 3QFY25 was Rs270-277/T, down from Rs 290/T in 3QFY25.

Fuel cost/T decreased from Rs 1,118/T in 3QFY24 to Rs 1,086/T in 3QFY25 due to improved
fuel mix with coal, petcoke, and AFR.

Petcoke costs have increased to $117/T from $110/T in the near term, but yet remain
reasonable. As petcoke prices continue to rise, the company plans to increase its coal mix.

The company plans to increase the share of AFR in its fuel mix to 13-14%, from its current
10%.

After commissioning the railway siding at the Jajpur factory, the firm expects cost reductions.

e Demand Revival in East Region

o

The company is witnessing demand revival in the eastern region. The government has
announced multiple projects for Bihar, which are anticipated to drive demand in the region in
the near future. Chhattisgarh also saw high double-digit growth in 3QFY25

If the demand in the region sustains at the growth of 7-8% on a QoQ basis, companies are
expected to see positive traction in prices

e Trade-Non Trade Prices

o

As per the management, on a blended basis, the price gap between trade and nontrade will
be closer to around Rs35 to Rs40/bag. As we advance, the gap will withess a wider gap
because there will be some more incremental improvement in the trade prices (on an average
basis, historically, it had been close to. Rs55-60/bag)
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Exhibit 1: Valuation summary

Particulars (Rs mn)
Dec 26E EBITDA 21,689
Target multiple (x) 8.0
Enterprise value 1,73,516
Less: Net debt 25,109
Equity value 1,48,407
No of shares (mn) 357
Value per share (Rs) 416
CMP (Rs) 321
Upside / (downside) % 29%

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 2: Rolling valuation charts
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Financial statement

Exhibit 3: Income statement Exhibit 5: Cash flow statement
YE March, Rs mn FY23  FY24 FY25E FY26E FY27E  YE March, Rs mn FY23 FY24 FY25E FY26E FY27E
Net Sales 1,05,862 1,07,329 1,07,990 1,19,350 1,35,287  Profit before tax (6,453) 2,059 968 6,657 6,825
Raw Material Consumed 17,823 19,537 19,623 20,085 23,251  Add:Depreciation 9512 9186 8939 10229 10,229
Power & Fuel Cost 27,098 21,402 23916 29,133 34,359 éig;';ﬁif:):]xgps before WC 5119 5326 484 5526 5422
Employee Cost 6,055 6,818 7,048 6,360 7,461 changes 8178 16572 14,761 22412 22475
Freight and Forwarding 28307 29,285 27,631 28314 32,538 NetchangeinWorking capital 5,839 (3.250) 1,322 706 (1,066)
T id 6,611 (586 23) (1,525) (1,706
Other expenses 13,661 14,050 15164 13199 15362 P& ‘ (586)  (23) (1.525) (1,706)
) Net cash from operations 20,627 12,737 16,060 21,593 19,703
Total Expenditure 93,845 91,092 93,381 97,091 1,12,970
Operating profit 12,017 16,237 14,609 22,259 22,317 Capital expenditure (6,987) (6.152) (4,774) (6,153) (5,235)
Operating profit margin (%) 11.4%  15.1% 13.5% 18.7% 16.5% Sale of investments 1.855 R R R R
Other Income 219 335 153 153 158  Net cash from investing (2,065) (6,214) (4,825) (6,174) (5,390)
Interest 5119 5326 4,854 5526 5422
Depreciation 9,512 9,186 8,939 10,229 10,229 Issue of shares 0 0 0 - -
PBT (2,395) 2,059 968 6,657 6,825 Increase in debt (6,266) 2,494 (5,584) (6,306) (6,058)
Exceptional items (4,058) } ) ) ) Dividends paid incl. tax (6,636) - - - -
Interest paid 5119) (5,326) (4,854) (5,526) (5,422
PBT post exc items (6,453) 2,059 968 6,657 6825 ooopd (5.119) (5,326) (4.854) (5526) (5,422)
Net cash from financing (18,021) (2,833) (10,439) (11,832) (11,480)
Tax (6,611) 586 23 1525 1,706
Net Cash 541 3,691 797 3587 2,834
0, 0, 0, 0, 0, 0,
Tax rate (%) 102%  28% 2% 23% 2% 5hening Cash 1,491 2,032 5723 6519 10,106
PAT 158 1474 945 5132 5119 (ygsing Cash 2,032 5722 6519 10,106 12,941
EPS (Rs) 0.4 41 2.6 14.4 14.3

Source: Company, Nirmal Bang Institutional Equities Research

Source: Company, Nirmal Bang Institutional Equities Research
Exhibit 6: Key ratios

Exhibit 4. Balance Sheet

YE March FY23 FY24 FY25E FY26E FY27E

YE March, Rs mn FY23  FY24 FY25E FY26E FY27E  Growth (%)
Equity Capital 3572 3572 3572 3572 3572  Sales 13.6 1.4 0.6 10.5 13.4
Reserves and Surplus 84,799 86,273 87,218 92,350 97,468  Operating Profits (19.7) 3.1 (100) 524 0.3
Networth 88,371 89,844 90,789 95921 1,01,040  NetProfits (50.6) 830.4 (35.9) 4430 (0.3)

L
Total Debt 46182 48182 42075 35215 28571  oUerage ()

Net Debt:Equity 0.5 0.5 0.4 0.3 0.2
Deferred tax liability 11,904 11,904 11,904 11,904 11,904
Other non current Interest Cover(x) 0.5 1.3 1.2 2.2 2.2
liabilities 3,654 3874 4109 4361 4631 145 Debt/EBITDA 3.8 3.0 2.9 16 13
Trade Payables 17,031 10,436 9,770 8,610 11,594 Profitability (%)
Other Current Liabilities 22,736 23,746 24,813 25934 27,114 OPM 11.4 15.1 135 18.7 16.5
Total Current Liabilities 52,690 51,570 50,233 48,629 51,384 NPM 01 14 0.9 4.3 3.8
Total liabilities 1,809,878 1,87,986 1,83461 1,81,947 1,84854 ROE 0.2 L7 10 .5 5.2
Net Block 1,49,627 1,47,515 1,43,351 1,39,275 1,34,282 ROCE 4.9 8.2 3 127 128

Turnover ratios (x)
cwIP 5941 5000 5000 5,000 5,000

GFAT 0.6 0.6 0.6 0.6 0.7
Investment ! ! ! ! ! Debtors Turnover(x) 18 20 23 28 28
Other non current assets 9,071 9,150 9,201 9,221 9,375 WC days 1 3 5 2 3
Inventories 10,500 8,822 8,070 7,331 9,846 Valuation (x)
Sundry Debtors 6,012 4,920 4,419 4,074 5452  P[E 7260 780 1217 224 225
Cash and Bank 2,032 5,723 6,519 10,106 12,941 P/B 13 13 13 1.2 11
Other current assets 6,695 6,856 6,901 6,939 7,957 EV/EBIDTA 132 9.7 103 6.3 5.9
Total Current Assets 25238 26320 25909 28450 36196 _EV/ML® 825 725 693 645 602
Total Assets 1,890,878 1,87,986 183461 1,81,947 184,854 Source: Company, Nirmal Bang Institutional Equities Research

Source: Company, Nirmal Bang Institutional Equities Research
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Rating track

Date Rating Market price (Rs) Target price (Rs)
12 October 2021 HOLD 550 606
12 November 2021 HOLD 522 606
11 February 2022 Buy 425 565
23 February 2022 BUY 350 535
25 May 2022 BUY 296 444
13 June 2022 BUY 287 356
11 August 2022 HOLD 338 356
14 September 2022 BUY 382 509
11 November 2022 BUY 381 509
12 January 2023 HOLD 376 404
8 February 2023 HOLD 363 404
22 March 2023 HOLD 333 371
10 May 2023 HOLD 334 371
13 August 2023 BUY 349 402
1 November 2023 BUY 338 414
31 January 2024 BUY 355 432
2 May 2024 BUY 335 442
1 August 2024 BUY 346 455
27 August 2024 BUY 338 402
25 October 2024 BUY 342 425
13 January 2025 BUY 342 416
22 January 2025 BUY 353 416
21 February 2025 BUY 321 416

Rating track graph
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private
circulation. NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having
Registration no. INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India
Limited and BSE Limited in cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore
may, at times, have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for
accessing / dealing in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial
interest in the subject company. NBEPL or its associates or Analyst do not have any conflict or material conflict of
interest at the time of publication of the research report with the subject company. NBEPL or its associates or
Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject company at the end of the
month immediately preceding the date of publication of this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering
of securities of the company covered by Analyst during the past twelve months. NBEPL or its associates have not
received any compensation or other benefits from the company covered by Analyst or third party in connection
with the research report. Analyst has not served as an officer, director or employee of Subject Company and
NBEPL / analyst has not been engaged in market making activity of the subject company.

Analyst Certification: |, Jyoti Gupta, research analyst the author of this report, hereby certify that the views
expressed in this research report accurately reflects my personal views about the subject securities, issuers,
products, sectors or industries. It is also certified that no part of the compensation of the analyst was, is, or will be
directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst is
principally responsible for the preparation of this research report and has taken reasonable care to achieve and
maintain independence and objectivity in making any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

HOLD -5% t014%

SELL <-5%

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. NBEPL 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. In preparing this research, we did not take into account the investment objectives, financial situation
and particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL 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. NBEPL will not treat recipients as
customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a
state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBEPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the 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. We accept no obligation to correct or update the information or opinions in it.
NBEPL 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. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fithess for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

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

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the
advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The
price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks
inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the
value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL
accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in
relation to this research. Here it may be noted that neither NBEPL, 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 profit that may arise from or in connection with the use of the
information contained in this report.

Copyright of this document vests exclusively with NBEPL.

*“Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to
investors."

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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