FORTUNA PR ;THE FINANCIAL EXPRESS

e Traeiad g eess v

Copyright©2022 The Financial Express

CIRRUS

Tue, 25 Jun-24; Financial Express - Delhi; Size : 290 sq.cm.; Circulation:85000; Page : 1

Cement firms have a concrete
X1.5-trillion investment plan

PRIVATE CAPEX

CHAMPIONS - i

RAJESH KURUP
Mumbai, June 24

CEMENT PRODUCERS ARE looking to
investover¥1.5 trillionin the next round of
capacity additions as they bet on robust
demand, driven primarily by the rapid
infrastructure build-up and heightened
construction activity.The estimated invest-
ment is about 1.4 times bigger than the
¥1.13 trillioncommitted in new capacities,
brownfield expansions, debottlenecking
and maintenance of existing plants over the
pastfivefiscals through 2024.

At the end of FY24, the country had
close to 630 million tonne (MT) of cement
capacity.This capacityis expected togoup
byathird (210-220 MT) in the next five to
six years.In FY24,around 43 MT of capac-
ity was added, the highest in the past 12
years. Of this, about 17 MT was commis-
sioned in thelast quarter.
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630 MT of cement
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B Capacity may go up

by a third (210-220 MT)

Medium- to long-term capex plans e
Capex amount Expected

Company (% crore) — completion
Adani Cement 47,000 _ . FY28
Shree Cement 7,000 _ FY30
JK Lakshmi Cements 8,000 __ FY30
Birla Corporation ~8,000-9,000 _m FY30

Source: ICRA

While Aditya Birla Group-promoted
Ultratech is targeting an addition of 200
MTinthe nextfewyears,the Adani Group,
which owns ACC and Ambuja Cements, is
planning to add 140 MT by 2028. Other

manufacturers such as Shree Cement,
Dalmia Bharat and JK Lakshmi Cement,
too,are topping up capacity.

Continued on Page 7



Cement firms set a ¥1.5-trn investment goal

SEHUL BHATT, DIRECTOR-
research at Crisil Market Intelli-
gence and Analytics, told FE about
two-thirds of the fresh capacity of
220 MT would be created by large
producers.“The growth will be dri-
ven by a raft of infrastructure
investments and healthy momen-
tuminthe housing segment,”Bhatt
said.

UltraTech Cement CFO Atul
Daga observed recently that the
company’s capacity utilisationin
the January-March quarter had hit
98%. Nonetheless, he said, there
would be sufficient capacity avail-
able this year to grow and keep
growing.“Aswe expand, 15-17 MT
would be commissioned this year
and by the end of FY27,we would
have about 199.6 MT of capacity,
including in the UAE,” Daga
asserted.

Vinod Bahety, CFO, Adani
Cements, has said the company will
be exiting FY25 with a capacity of

Near-term capex details

(completion by March 2025)

Present | Planned grinding By | Investment
capacity |capacity addition | when | (Z crore)
Ultratech Cement | 140.8 | 16.2 | Mar-25 6,650
Adani group T 788 8.4 Mar-25 5,000
Dalmia Cement Lhb | 4.9 ‘Mar-25 3,500
Shree Cement = 53.4 6.0 | Mar-25 | L;OOO
JK Lakshmi 16.5 1.4 | Mar-25 225
JK Cement 22.2 2.0 Mar-25 325

nearly 86 MT.“In FY26, we should
achieve 100 MT while in FY27 we
would be at 120 MT and finally at
140 MTin FY28,” Bahety told ana-
lystsrecently.Adani Cements is the
holding company that houses the
cement assets of ACC and Gujarat
Ambuja. Earlier this month,
Ambuja Cement signed an agree-
ment to acquire Penna Cement
Industries for 10,422 crore,
adding 14 MTPA of capacity to

Adani Cement, taking its total
capacity to 89 MTPA.
Dharmender Tuteja, CFO at
Dalmia Bharat, informed analysts
the company is expecting to incur
around 33,500-4,000 crore on
capex in the current year. The
funds, Tuteja said, would be used
for expansion of projects in the
North-East, the Rohtas plant in
Bihar and for maintenance. “This
would be in addition to the outflow

forJaypee assets,which is expected
to be around 3,500 crore for 5.2
MT cement capacity of Rewa,
Churk, Chunar, and Sadwa, and 2.2
MT for Jaypee-SAIL assets,” he con-
firmed.

The commitmentsfollowexpec-
tations that demand will grow at a
healthy pace.According to an esti-
mate by Crisil Research, demand
will clockinatanannualisedrate of
6.6-7.5% through FY29.

This is a far more robust pace

than seen in recent years. After
stagnating for about a decade
between FY13 and FY22, cement
volumes grew at an average of a
shade below 4%, demand is now
expected to be stronger. The
demand for cement has picked up
inthelast couple of years,largelyon
the back of housing construction
activity; housing accounts for
approximately 60-65% of cement
demand in India while infrastruc-
ture accounts for 23-24%. The
rural housing sector is a big con-
sumer of cement.
Crisil’s Bhatt pointed out that a
clutch of projects, including the
Bharatmala Pariyojna, Sagar Mala,
Pradhan Mantri Awaas Yojana-
Gramin, Atmanirbhar Bharat
Abhiyan,Product Linked Incentive
Scheme, Swachh Bharat Mission
and UDAN forairports and metros,
would be among the big drivers of
demand over the medium term.



