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Continued Pricing pressure
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xpected to post recurring PBT of Rs140.18 million in Q3FY03 (Rs293.4 million) - a decline of 47.8%
t profit (because of profit on sale of investment) is expected to be Rs342.26million (Rs169.30

Key Issues

>

Maharashtra (16.94% of dispatches), UP (15.83%) and Punjab (13.3%) are the three largest
markets for ACC. Prices in Maharashtra recovered primarily from mid-November. But, the exact
reverse happened in UP where the prices began to decline in the same period. Punjab remained
stable till November but declined in December’02.

Domestic coal prices (basic and royalty) were hiked effective from mid-August 2002. Royalty
has been increased from Rs135/tonne to Rs165/tonne and the basic price has been hiked from
Rs1040/tonne to Rs1120/tonne. Net impact is higher coal price/tonne by Rs114.4 (assuming 4%
Sales Tax) or up 9.33%. The full impact will be reflected in Q3FY03. In Q2FY03, P&F cost/tonne of
ACC was higher by Rs51.78 to Rs541.34/tonne. ACC is almost entirely on domestic coal (including
for captive power, where fuel is pass through cost).

Volume growth (7.6% YoY and no growth QoQ) will not offset the impact of decline in prices and
increase in variable cost.

View and Valuation
ACC is the most expensive stock among the cement majors (excluding India Cements) and is not justified by
fundamentals. We maintain our Under Performer rating on the stock.

Rs Million
Q3FY03 Q3FY02 (%)
Net Sales 6942.75 7038.60 -1.36
EBIDTA 830.43 1100.70 -24.55
EBIDTA (%) 11.96 15.64
Profit before Tax 140.18 293.40
Profit after Tax 342.26 169.30 102.16

Note: PAT includes profit on sale of investments of Rs251.79million
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Stock Ratings Absolute Returns

Buy : > 25%
Out Performer : 16 - 25%
Market Performer: 0-15%
Under Performer : <0%

Karvy Stock Broking Limited
131, Andheri Industrial Estate, Off Veera Desai Road, Andheri (W), Mumbai — 400 053. India.
Voice: (91-22) 5695 0204 - 7, 5636 7226 /9044.

Disclaimer :

The information and views presented in this report are prepared by Karvy Stock Broking Limited. The information
contained herein is based on our analysis and up on sources that we consider reliable. We, however, do not vouch for
the accuracy or the completeness thereof. This material is for personal information and we are not responsible for any
loss incurred based upon it.

The investments discussed or recommended in this report may not be suitable for all investors. Investors must make their
own investment decisions based on their specific investment objectives and financial position and using such independent
advice, as they believe necessary. While acting upon any information or analysis mentioned in this report, investors may
please note that neither Karvy nor any person connected with any associated companies of Karvy accepts any liability
arising from the use of this information and views mentioned in this document.

The author, directors and other employees of Karvy and its affiliates may hold long or short positions in the above-
mentioned companies from time to time. Every employee of Karvy and its associated companies are required to disclose
their individual stock holdings and details of trades, if any, that they undertake. The team rendering corporate analysis
and investment recommendations are restricted in purchasing/selling of shares or other securities till such a time this
recommendation has either been displayed or has been forwarded to clients of Karvy. All employees are further restricted
to place orders only through Karvy Stock Broking Ltd



