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Heidelberg Cement Q2FY21 

Financial Results & Highlights 

Introduction 

HeidelbergCement India Limited is is a subsidiary of HeidelbergCement Group, Germany. The 

Company has its operations in Central India at Damoh (Madhya Pradesh), Jhansi (Uttar Pradesh) and 

in Southern India at Ammasandra (Karnataka). 

Consolidated Financials (In Crs) 

  Q2FY21 Q2FY20 YoY % Q1FY21 QoQ % H1FY21 H1FY20 YoY 

Sales 524 535 -2.06% 417 25.66% 941 1136 -17.17% 

PBT 95 90 5.56% 74 28.38% 169 212 -20.28% 

PAT 62 58 6.90% 49 26.53% 111 137 -18.98% 

 

Detailed Results: 

1. The company had a modest quarter with a 2% YoY drop in revenues and a 7% YoY rise in profits. 

2. H1 revenues and profits were subdued due to the poor performance in Q1. 

3. The company also saw a volume decline of 2% YoY in Q2. 

4. EBITDA margin for Q2 improved 93 bps YoY to 24.6% in Q2. 

5. Gross realizations rose 1% YoY to Rs 4629/ton. 

6. EBITDA per ton rose 5% YoY in Q2 to Rs 1137. 

7. The company had Zero Lost Time Injury (LTI) and Fatality. 

8. Dependence on-grid power decreased to 60%. 

9. The cash & cash equivalents for the company was at Rs 572 Cr as of 30th Sep 2020. 

10. The company maintained a negative working capital. 

11. Mycem power volumes were up 20% YoY in Q2. It formed 13% of trade volumes. 

12. The company has provided the following points in its outlook for the near future in FY21:  

1. The expectation of further improvement around/post the festive seasons. 

2. Steady recovery in IHB segment esp. in rural areas, labour returning back to urban areas 

as well. 

3. Liquidity crunch in the market likely to continue in the near future. 

4. Input raw materials may have to be sourced from longer leads. 

 

 

Investor Conference Call Highlights:  

1. The company has improved its road share to 49% which is up 5% YoY. 

2. The company is aiming to bring up the contribution of the premium brand Mycem power up to 

25% of the total volume share. 

3. Trade sales are targeted to be kept in the range of 85-90% of total sales. 

4. The company’s long term target is to be making carbon-neutral concrete by 2050. 
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5. The company is also looking to launch a new product called Greencem. HCIL is aiming to become 

the first cement company in the world to launch a cement product with a green label. 

6. Energy prices are not expected to increase. RM costs remain a challenge and if they do not soften, 

the company may be forced to raise its prices to cope with firm RM costs. 

7. The management states that although volumes have not seen too big of an upsurge, the company 

will still focus on maintaining brand image and will not be pushing for indiscriminate volume 

expansion. 

8. The company has maintained its market share in Central India of 9.8-10% and is expecting this 

figure to remain stable for the near future. 

9. Total Savings on annual basis has been Rs 40 Cr so far from WHR (Waste Heat Recovery). 

10. Pet coke prices are currently high and it would be better for the company if pet coke prices come 

down. 

11. Demand for govt projects is strong, especially from UP. Around 60-62% of demand from retail 

outlets is used for making homes. There has been a very massive drop down in the builder 

segment. There is a lot of unsold inventory stuck in the market. And thus property prices have 

corrected almost 20-25%. 

12. Reverse migration of labour towards cities has started and work speed is slowly rising. The 

management expects to have similar volumes in Q3 & Q4 as it did last year. 

13. The management has clarified that although the company saw volume decline in Q2, it was 

preferable to do so than to give out more products on credit and increase chances of it converting 

into bad loans as there is a severe liquidity crunch going on in the builder space. 

14. The company is conducting environmental studies at the proposed Gujarat location currently. 

15. The company is planning to lend Rs 150 Cr to Zuari as a term loan at a fixed interest rate of 7.5% 

for 2 years. Zuari has borrowed the amount to partially finance its WHR unit which costs around 

Rs 230 Cr. The company expects to earn around Rs 24-25 Cr from this transaction. The transaction 

is expected to be completed by 31st March 2021. It is yet to be initiated. 

16. The company currently has a MAT credit of Rs 85 Cr which is expected to run down in the next 

1.5-2 years. 

17. The company is operating at close to 80% capacity utilization. At current resources, it can operate 

at up to 90% utilization. The company does require additional trucks in its logistics if it is looking 

to increase its utilization further. 

18. The management has reiterated that it is only providing the product to those builders who pay an 

advance payment and only will then supply the material. 

19. Around 20% of the market is expected to be stretched currently. 

20. October is expected to be soft for the industry due to the high number of holidays but it is also 

the month when price increases are typically taken in the industry. The company has also 

increased its prices in the month of October. 
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21. The company has managed to reduce freight costs despite rising diesel prices in the quarter. 

22. Most of the pet coke for the company is procured domestically for the company. The management 

has stated that due to the current high price of pet coke, its consumption remains low and it will 

only be able to come back once the price drops back to Rs 60-65. Till then the company will look 

to be dependent on thermal coal. 

23. There is indeed some supply disruption going on in the market with lower-priced brands selling 

products with a price differential of almost Rs 40-80 per bag from top brands. 

24. Looking at costs in Nov and Dec, the company is looking to hike prices in both the upcoming 

months. The management has stated that if the demand post-Diwali shows some improvement in 

price realization then the quantum of price increase will be lower than expected. 

25. The price hikes in Oct have added to an increase in realizations of Rs 50/ton. 

26. The management has stated that it will take at least 3-3.5 years to set up the Gujarat plant. 

27. In terms of realization per ton, the company earns around Rs 10-12 per bag from the premium 

cement sales after all discounts and other things are considered. 

28. The drop in interest costs has been due to the company paying back a tranche of NCDs last year. 

29. On 1st October, the company had increased its premium on Mycem Power by Rs 5. 

30. In terms of power, 60% is from the grid, 19-20% is from renewable sources (considering WHR as 

renewable) and the rest is from third parties. 

31. The software for e-commerce sales should be ready by FY22 according to management. 

32. According to management, the company is sitting on almost Rs 700 Cr of cash reserves currently. 

The company is looking to build it up to Rs 1000 Cr to be able to finance the Gujarat plant in the 

near future. 

33. The company is also looking to improve its clinkering capability so that it can get a better quality 

of clinker to improve further. The company is using a max of 35% fly ash only to make clinker. 

34. On an average basis, the company will be using pet coke and thermal coal at a ratio of 50-50 if pet 

coke prices remain at current levels. 

35. There isn’t much Capex expected in FY21 & FY22 as the company is looking to build reserves and 

get all required approvals before starting on the Gujarat plant. 

36. The management expects to see good volume growth in the next 1 to 2 fiscal years. 

37. Most of the debottlenecking are over. Only some of the clinker is left out which on completion is 

expected to add up another 200,000 to 250,000 tons of clinker. 
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Analyst’s View: 

Heidelberg Cement is one of the leading cement makers in South and Central India. The company has 

had a mixed quarter with steady realization and margins but volumes taking a hit in Q2. The company 

has done well to maintain its EBITDA/ton at high levels despite costs for fuel rising. It is also good to 

see that the management remains focused on steadily increasing permanent market share on the 

basis of the brand image and is not chasing temporary market share from price drops. The builder 

community is going through a severe cash crunch right now which is also affecting cement 

consumption. It remains to be seen how long it takes for demand to come back to the industry and 

whether there are any disruptions in-store from COVID-19. Nonetheless, given the strong brand image 

of the company, the efficient utilization of its plants, and the pricing power it has, Heidelberg Cement 

India can prove to be a pivotal cement sector stock going forward. 

 

If you found this report useful and would like to receive more such investing insights, you can subscribe 

to our updates.  

 

Click here to Subscribe 

on WhatsApp  

http://www.smartsyncservices.com/subscribe/
http://www.smartsyncservices.com/subscribe/
http://www.smartsyncservices.com/subscribe/
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start
https://api.whatsapp.com/send?phone=919978988562&text=Save our number +919978988562 to your contacts and send this message to start

