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Executive summary

The project is on “Benchmarking comparison between
cement companies in terms of ratio analysis”.

The main objective of the study was to study financial statements of
UCWL and 5 leading companies of cement industry.

Aside from the core objective of the project, | have attempted to cover the
following to improve my understanding of the cement sector

Industry overview
Production capacities, export and import trends
Overview of UCWL and the other 5 leading companies

Overview of the mission and objectives of the company along with its
performance, the product line and the functions of the finance
department, its structure and working.

I have gone through some useful and valuable financial statement
courses, which helped me learn financial statement analysis using ratios.
This helped me compare company’s performance basis their ratios.

| have shared the methodology used to analyse & interpreted the collected
data. | hope that you will find this report interesting & will help you in
conducting further studies on this sector.
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Overview

The Indian cement industry has tremendous impact in the Indian economy. The
Cement Industry globally has immense forward and backward linkages with a
Nation’s economy. For developing and transitioning economy such as India, the value
proposition of the cement industry is greater given the immense infrastructure
requirement of the growing and urbanizing country, as well as increase the direct
indirect employment opportunity.

One of the leading sectors of the building materials industry, producing various types
of cement, such as Portland — pozzolan and Portland blast and special cement; the last
category includes decorative, oil-well. A basic binding material in the production of
concrete, reinforced concrete, asbestos cement, petroleum and other industry. India is
the second largest producers of cement in the world. Some of the recent major
initiatives such as development of 98 smart cities are expected to provide a major
boost to the sector.

Market size: -

Cement production is reached to 337.32 million tons in 2018-19 and stood 278.79
million tons from April 2019-2020 which showing lower production than previous
year. Indian cement industry is the dominated by private sector with 70% of total
market share. Total capacity of Indian cement plan is 509 million tone. A total of 210
large cement plant accounts for a cumulative installed capacity of over 410 million
tones and other 350 small plants accounting for the rest.

Economic & national scenario

= Cement demand is closely linked to the overall economic growth, particularly
the housing and infrastructure sector. Ever since it was deregulated in
1982.when the first-time cement industry nocked the door of Indian market.

= Long term cement demand growth rate is estimated at 1.2 times of GDP
growth rate.

= These followings are the ratios in which cement industry is engaged with;
Housing — 65%
Infrastructure -25%
Commercial — 10%

= Increase government spending and incentives to housing especially in the
affordable segment (both rural and urban) should lead to direct growth rates
for the structure from F20 onwards.

= Roads, urban infrastructure and commercial reality would continue to be key
demand drivers for cement.
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= Southern and eastern segment would continue to be major regional demand
drivers followed by western region.

Investment

According to data released by the department for promotions of industry and
international trade (DPIT) - cement and gypsum products attracted FDI worth US$
5.28 billion between April 2012 to Dec 2019. Higher government spending on
infrastructure and housing and rising per capita incomes will be key growth drivers
for the cement industry. There have also been positive moves on the policy front, in
areas related to ease of doing business, promoting start-ups, rationalizing the tax
structure and administration, and opening more areas for foreign investment through
the automatic route. The government is substantially stepping up infrastructure
spending.

Production

Cement production grew by 13.3% to 337.3 million tone in FY'19 compared with
6.3% growth in FY18. This has been the fastest growth in cement production recorded
in one single year over the last decade. Production grew at a CAGR of 5.6% from 230
MT in FY12 to 337.3 MT in FY19. the production of cement stood at 28.1 million
tone. The cement production capacity is estimated to touch 550 MT by 2020. Of the
total capacity, 98% lies with the private sector and the rest with the public sector. The
top 20 companies account for around 70% of the total production.

Road Ahead

The eastern states of India are likely to be the newer and virgin market for cement
industry. Of the cement national production of 300 million tonnes (mt) per annum, the
contribution of eastern region with 55 MT capacity is 17-18 per cent. The national
capacity now is 370 MT per annum. With demand expected to scale up to 600 MT
over the next 10 years, the capacity would need to be at least 700 MT. While
Chhattisgarh seems to be the favourite among the players, eyeing the eastern market,
thanks to Emami Cement, Shree Cement, Dalmia Bharat and others, Jharkhand, West
Bengal and Odisha are also in line. Shree, which has been strong in the northern
markets over the past years, is eyeing the eastern zone by setting up plants in Bihar
and Chhattisgarh with an investment of Rs 2,000 crore. The enhanced capacity will
help the company increase its market share by better streamlining of cement
availability in the cement markets in Bihar, Chhattisgarh and West Bengal.
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In the next 10 years India could be one of the main exporters of clinker and grey
content to middle east, Africa and other developing nation of the world. India’s
cement production capacity is expected to reach 550 million tons by 2025. As per
Union Budget 2019-20, Government is expected to upgrade 1,25,000 kms of road
length over the next five years.

UCWL

Udaipur Cement Works Limited, (formerly known as ‘J.K.Udaipur Udyog Limited’)
was incorporated as a Public Limited Company on 15th March 1993 having registered
office at Shripatinagar,CFA P.O Udaipur , Rajasthan.

The name of the Company was subsequently changed to its present name w.e.f. 19th
May 2006. The Company is presently engaged in the business of manufacture and
sale of cement. The Equity Shares of the Company are listed on BSE Limited.

OUR VISION

To grow and foster into one of the leading customer centric cement companies and a
promise to deliver products with latest technology.

OUR MISSION

e Customer Gratification to be one of the predominant objectives.
e Obtain to achieve operational excellence.
e Inclined towards a responsible corporate social attitude towards society

e A talented pool of employees to achieve success in all domains!

Top leaders

Ultratech cement

UltraTech Cement Ltd. is the largest manufacturer of grey cement, Ready Mix
Concrete (RMC) and white cement in India. It is also one of the leading cement
producers globally. Ultratech is the Largest among the top 5 cement companies in
India. Ultra tech is the subsidiary of Grasim industries which is owned by Birla corp.

UltraTech Cement's share price is 3850/- UltraTech Cement's EPS is 131.6.
Therefore, UltraTech Cement's P/E ratio is 29.33. So higher PE ratio indicates that
company’s is considered a strong performer in the cement sector and more investors
trust its growth potential over other cement companies. But average industry PE ratio
could be the good option for investment which varies industry to industry that may
help find under-priced stocks. Ultratech cement has less PE ratio as compared to
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previous year as earnings have grown well. UltraTech Cement's P/B
Ratio of today is 2.95. which is good sign for the company.

Ambuja Cement

Ambuja Cements Ltd, a part of the global conglomerate LafargeHolcim, is among the
Top 10 Cement Companies in India. It is the second-largest producer of cement in
India based on turnover. The plant with an installed capacity of 29.65 MTPA (million
tons per year) was a huge success with some equipment changing. Ambuja cement
has 16.67 as their price earnings ratio which is low as per industry average ratio.
Similarly, company’s PB ratio is also lower as compared to other top cement
companies, which is 1.56.

Acc limited

ACC Limited is one of India’s leading manufacturers of cement and ready-mix
concrete with 17 cement factories, 75 ready mix concrete plants, over 6,700
employees, a vast distribution network of 50,000+ dealers & retailers and a
countrywide spread of sales offices. It is the 3rd leading cement companies in India.
in this company, the case is like Ambuja Cement like PE ratio of this company is
16.56 and PB ratio is 1.97 which can be average potential decision for the investors.

Shree cement

Shree Cement Ltd is the Fourth Cement company in terms of sales. Incorporated in
1979 by renowned Bangur family based out of Kolkata. Set-up the first Cement Plant
in 1985 with an installed capacity of 0.6 MTPA. Today Total Cement Capacity of the
Company is 37.9 Million tons. Shree cement has highest price earning ratio is can be
better for company paying return as well as investors having higher expectation from
the company which could be not for long term period. Company’s PB ratio is 5.25,
similarly highest from all industry average ratio which shows the company is good in
terms of returns on its assets.

Birla corporation

Birla Corp is one of the finest companies in the cement industry. The Company has
acquired 100% shares of Reliance Cement Company Private Limited (Reliance
Cement), a subsidiary of Reliance Infrastructure Limited (RIL). This acquisition
provides with the ownership of high-quality assets, taking its total capacity from 10
MTPA to 15.5 MTPA. Birla Corp having 13.94 as their PE ratio which is very lower
as per industry average ratio and other top companies that means they are having
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lower paying capacity on shares. Likewise, PB ratio of Birla Corp is 0.96, which
showing lower returns on assets.

J K Cement

J.K. Cement Limited is engaged in cement business. The Company produces grey cement,
white cement. The Company manufactures grey cement in two facilities located at Nimbahera
and Mangrol in the state of Rajasthan in Northern India. Its cement products are marketed
under the brand names: J.K. Cement and Sarvashaktiman for ordinary Portland cement (OPC)
products; J.K. Super for Portland pozzolana cement (PPC) products, and J.K. White and
Camel for white cement products.

UCWL

Udaipur cement works limited (UCWL), JK Lakshmi cement’s subsidiary had
successfully started commercial production and with this commissioning, the
company’s overall operating capacity including that of UCWL stands increased to
12.5MT as on 31 March 2018. UCWL having 23.1 as their PE ratio which shows
investors belief in company’s future earning potential. Company’s PB ratio is 1.71
which is in line with industry average.

NAME PE PB PEG 52 WEEK
RATIO RATIO RATIO HIGH/LOW

ACC 16.56 194 4.64  1709/895

LIMITED

AMBUJA 16.76 156 2.09 225/137

CEMENT

BIRLACORP 13.60 0.66 0.42 807/372

SHREE 45.06 525 9.84 60/14

CEMENT

UCWL 23.1 171 - 16/7

ULTRATECH 28.69 294 956 4754/2910

JKCEMENT 2335 385 - 1568/795

11
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Objectives of the study

+ 1.To analyse the financial performance of cement industry

+ 2.To ascertain financial position of selected companies on the basis key ratio/
parameters.

+ 3.To identify the factors that influence the profitability of the company

4+ 4.To compare the profit earning of the selected cement industry from the
Financial year
2016-17
2017-18
2018-19
2019-20.

+ 5. Draw conclusion about financial position of selected cement company
+ 6. Fundamentally strong for investment purpose
4 7. Used in comparison to internal benchmarks and goals

+ 8. To analyse and evaluate management efficiency.

Moreover, my career-objective is to enter the corporate world. Keeping in line with
my goal, | wanted to adore myself with professional skills. Thus, I took this
opportunity to acquaint myself with the ‘Working and Functions’ of the finance
department

12
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Research Methodology

1.Source of the data-

The study is based on secondary data. Data regarding industries is collected from the
annual report of selected companies with the help of official website, journals, and
credible resources.

2.Sample size-
Five companies are taken into consideration, those are follows;

Birla Corp. Cement
JK Cement
Ultratech Cement
Shree Cement
UCWL

arowneE

Tools for analysing data-
Ratio analysis:

1. Liquidity ratio - This type of ratio helps in measuring the ability of a company to
take care of its short-term debt obligations. A higher liquidity ratio represents that the
company is highly rich in cash.

2. Profitability ratio -This type of ratio helps in measuring the ability of a company in
earning enough profits.

3. Solvency ratio - Solvency ratios can be defined as a type of ratio that is used to
evaluate whether a company is solvent and well capable of paying off its debt
obligations or not.

4. Activity ratio - Turnover ratios are used to determine how efficiently the financial
assets and liabilities of an organization have been used for the purpose of generating
revenues.

e Statistical tools: Trend analysis

v The first task of the financial analysis is to select the information relevant to
the decision under consideration from the statement and calculates appropriate
ratios.

v To compare the calculated ratio with the ratio of the same firm relating to the
industry ratios. It facilitates in assessing success or failure of the firm.

13
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Analysis and results

Ratio analysis

Financial analysis is the process of identifying the financial strength and weaknesses
of the firm and establishing relationship between the items of the balance sheet and
profit & loss account.

Financial ratio analysis is the calculation and comparison of ratio, which are derived
from the information in a company’s financial statement. The level and historical
trends of these ratio can be used to make inferences about a company’s financial
conditions, its operations and attractiveness as an investment.

Purpose and use of ratio analysis:

A primary advantage of ratios is that they can be used to compare the risk and return
relationships of firms of different sizes. Ratios can also provide a profile of a
company, its economic characteristics and competitive strategies, and its unique
operating, financial and investment characteristics. However, be deceptive as it
ignores differences among industries, the effect of varying capital structure and
differences bin accounting and reporting methods. Given these differences, changes in
a ratio and variability over time may be more informative than the level of the ratio at
any point in time.

Solvency ratio

Solvency analysis examines the firm’s capital structure, including the mix of its
financing sources and the ability of the firm to satisfy its long-term debt and
investment obligations Solvency ratio of UCWL, has remain constant in year 2018-19
& 2019-20. Firms with high debt equity ratio may not be able to attract additional
capital(equity). Also, Interest Coverage is in an optimal range during the FY 2019-20.
The company is taking strong steps to increase the interest coverage ratio.

Ratios Units UCWL LULTRATECH CEMENTEHREE BIRLA CORP K CEMENT

2020 2019 2020 2019 2020 | 2019 | 2020 | 2019 | 2020 2019

Solvency Ratio

Debt to Equity Ratio Timez | 182 182 0.47 0.63 013 | 029 | 030 | 038 | 077 0.73

Debt to Total Asset Times | 036 0.46 0.25 0.30 012 | 018 | 017 | 0.1 0.31 0.30

Financial Leverage Timez | 3.38 0.12 133 140 115 | 139 | 144 [ 211 1b2 147

Interest Coverage Times | 142 0.10 406 3.51 784 | 610 | 327 | 190 471 3.13

Fig (L.1)

14
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Liquidity ratio

Liquidity ratio measures the adequacy of a firm’s cash resources to meet its near-term
cash obligations. current ratio is 0.36 which is increasing year by year and quick ratio
is in improving state. As we can see in Fig (1.2) when we compare UCWL with its
competitor, we find that Shree cement, Birla Corp and J K cement ratios are
approximately double. So, UCWL is working towards improving on the liquidity
front and there is ample scope for them to do so (like Improve on debtor collection
period, etc.).

Ratios UCWL LILTRATECH CEMEN|SHEEE BIRLA CORP J¥ CEMENT
2020 2019 2020 2019 2020 | 2019 | 2020 | 2019 [ 2020 2019
Liquidity Ratio
Current Ratio 0.36 0.27 103 0457 215 | 201 | 149 | 162 131 134
Cash Ratio 0.00 0.00 0.02 0.05 003 | 015 | 016 | 010 | 039 0.34
Quick / Liguid Ratio 0.18 0.10 0.77 0.69 160 | 121 | 104 | 109 | 092 094

Fig (1.2) table of liquidity ratio

Profitability ratio

Profitability analysis measures the income of the firm relative to its revenues and
invested capital. Profitability ratio of UCWL is growing by the year, Shree and
UltraTech having good gross and net profit margin. As far as return are concern both
Return on Asset and Return of Capital Employed, UCWL needs to use their asset to
the fullest. But in terms of return Shree and JK Cement is going very well with ideal
ratio and well utilizing their assets and capital employed.

Ratios UCWL ULTRATECH CEMEN{SHREE BIRLA CORP JK CEMENT
2020 | 2019 | 2020 | 2019 | 2020 | 2019 | 2020 | 2019 | 2020 | 2019
Profitability Ratio
EBITDA Margin 1838 | 722 | 2307 | 1992 | 3315 | 2472 | 1596 | 11.16 | 2320 | 1787
EBT Margin 308 | 1014 | 1284 | 1015 | 1647 | 923 | 887 | 367 | 1193 | 951
EBIT (Operating) Margin 1343 | 123 | 1673 | 1377 | 1845 | 1259 | 1256 | 750 | 1897 | 137
Net Profit Marein 226 | -716 | 1342 | 700 | 1339 | 811 | 665 | 336 | 7.33 6.52
169 | -461 | 760 | 420 | 812 | 626 | 402 | 177 | 510 | 47
Return on Assst
E’m;’“ Capital Employed | 000 | 111 | 1203 | 1070 | 1392 | 1241 | 925 | 505 | 1689 | 1260

Fig (1.3) table of profitability ratio

15




Activity ratio

The Activity Ratio helps in understanding that the company’s usage of assets and

éucw
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process of running the operations are efficient or not. UCWL assets turnover ratio is
1.49 in 2019-20 but in 2018-19 it was 1.29 which is showing improvement in current
financial year. Investment turnover ratio is also rose by 1.32 times. UCWL is working
towards improving their activity ratio and bring it in line to industry average ratio.

Ratios UCWL ULTRATECH CEMENTSEREE BIRLA CORP JK CEMENT
2020 | 2019 | 2020 | 2019 | 2020 | 2019 | 2020 | 2019 | 2020 | 2019
Activity Ratios
Tnventory Tumover Ratio 148 | 248 | 140 149 051 | 057 | 178 | 170 | 145 149
Debtors Tumover Batio go21 | 17971 | 2238 | 1725 | 1470 | 1634 | 2693 | 2370 | 2482 | 2481
Investments Turnover Ratio 132 | 092 | 078 0.82 082 | 098 | o8 | 075 | 101 103
Fixed Assets Turnover Ratio 096 | 077 | 085 0.91 225 | 200 | 148 | 139 | 110 119
Total Assets Tomover Ratio 075 | 064 | 057 0.60 062 | 077 | oe0o | 056 | 070 072
Asset Tumover Ratio 149 | 129 | 113 1.20 123 | 154 | 121 | 112 | 139 143
g;;}[tﬁ' of DaysInWorking | 106 17| 41161 | 438 | -s00 | 11114 | 6243 | 2880 | 5751 | 3313 | 3537

Fig (1.4) table of activity ratio

16
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1.UCWL

As shown in fig (1.5) current ratio of the company is going down from 2017 to 19 but
in current FY2020 current ratio is slightly increases. Operating profit improve by the
year on year basis. * Depreciation charges rose. * current ratio of the company
increases by 0.27 to 0.36. * Debt to equity ratio stable but decline by 2018 to 2019-20.
Interest coverage ratio which is 1.42. * Gross profit margin increases year by year. As
we can see in fig (1.6) Net profit of 2020 is improved which shows growing rate of
the company *EPS gone down in 2020

Current ratio

0.40 035 0.36
0.35

0.30 0.27

= 025
0.20
0.15

0.10

Current ratio(Times)

0.05

0.00
2018 2019 2020

Years

Fig (1.5) table of UCWL current ratio

NET PROFIT MARGIN

4.00 256

0.00
00 2020

-4.00
-6.00

Net profit(%)

-8.00 -7.16

-10.00

-12.00

-11.56

-14.00
Years

Fig (1.6) table of UCWL net profit margin
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2.Ultratech Cement

In UltraTech cement, company’s Operating income is rose by 10.3% during the year.
*operating profit is increasing by 13 %. Net Profit Margin grown by 6 % this year
which is 13.7.* but depreciation increases by this year. Total assets and liability
witnessed to grow by 20%. And long-term debt gown down by 2%. Current Ratio of
the company is improving by 1.03 but where cash ratio is going down. AS shown in
Fig (1.7) net profit margin of the company increasing by the year which is 13.42.
profitability of the company is growing than previous year which is good sign for
paying debt. * Assets turnover ratio shows down fall during the year which is 1.13.

NET PROFIT MARGIN

16.00
1400 13.42
12.00
10.00
8.00 7.37 7.00

6.00

Net profit margin{%)

4.00
2.00

0.00
2018 2019 2020

Years

Fig (1.7) table of net profit margin

CURRENT RATIO

1.06

1.04 1.03
1.02
1.00

0.98 0.97
0.96 Q.92

0.94
0.92
0.90

2018 2019 2020

current ratio(times)

Years

Fig (1.8) table of current ratio

18




U CWL UDAIPUR CEMENT
i3 WORKS LIMITED

3.Shree Cement

Shree cement’s Operating income during the year rose 20%. * Company's operating
profit margin increases by 6% over the year. * Depreciation charges in 2020 rose by
1391 to 1699. other income is declined by 35.8%. In fig (1.9), Net profit margin
during the year is rose which major upward for growth rate. * Total Assets and
liability are witnessed a growth 2% but total current liability is increasing by the year
which is not a good sign for solvency of the company. *Major Declining in EPS. As
per Fig (2.0) current ratio of the company is improving which is good for short-term&
long-term obligation. *Interest coverage ratio rose by 1%. * ROCE of the company is
declined in 2019 with 9.5 to 15.4 by 2018 and it increases to 12.5 in 2020 again.

16.00
14.00
12.00
10.00

8.00

Net profit(%)

6.00
4.00
2.00

0.00

2.15

2.10

2.05

2.00

1.95

1.90

Current ratio(times)

1.85

1.80

NET PROFIT MARGIN

13.62 13.19

8.11

2018 2012 2020
Years

Fig (1.9) table of shree cement net profit margin

CURRENT RATIO
2.13

2.01

1.92

2018 2019 2020

Years

Fig (2.0) table of shree cement current ratio
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Birla Corp operating profit is growing by 14%. *Depreciation charges increased with
finance cost. *Total assets and total liability witnessed growth 2%. * EPS improved
but PE ratio constant. Market cap go down with the price. Fig (2.2) shows that the
company's current ratio deterioted and fall 1.6 to 1.4 in 2020. *Interest Coverage ratio
improved by .90 to 2.27 times. As we can see that in fig (2.1) company’s net profit
increases by 3% in 2020 * Company's ability to generate profit from its total capital
employed is improving because its ROCE IS 6.4 in 2020.

Net profit(%)

Current ratio(times)

7.00
.00
5.00
4.00
3.00
2.00
1.00

0.00

2.00
1.80
1.60
1.40
1.20
1.00
0.80
0.60
0.40
0.20
0.00

NET PROFIT MARGIN

6.65

3.13 3.16

2018 2019 2020
Years

Fig (2.1) table of Birla corp. cement net profit margin

CURRENT RATIO

1.79
1.62
I I 1'49

2018 2019 2020

Years

Fig (2.2) table of Birla corp. cement current ratio
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JK Cement shows that Operating profit during the year rose 8.3% on a year on year
basis *operating profit margin witnessed a fall and stood at 16.2% to 15.8% in FY18
t019. the total assets and liability witness 15% growth. As we can see in fig (2.4)
current ratio of the company is constant and improved. The company's interest
coverage ratio also improved by 2.5 to 3.2. which shows how easily company pay its
interest expenses or outstanding. Company's ROA is better before previous years.
company’s ROCE improved by 5% which is good for company’s profitability and

capital efficiency.

7.60
7.40
7.20
7.00
6.80
6.60

Net profit (%)

.40
6.20

6.00

1.34
1.34
1.33
1.33
1.32
1.32
1.31
1.31
1.30
1.30
1.29

Current ratio(Times)

NET PROFIT MARGIN

7.33
6.52
2018 2019 2020
Years
Fig (2.3) table of JK cement Net profit
CURRENT RATIO
1.34
1.32
I )
2018 2019 2020

Years

Fig (2.4) table of JK cement Current ratio
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Conclusion/Discussion/Observation

FY20 results for most of the cement manufacturers were better than market
expectation largely driven by sharp rise in toplined owing to rise in realization. Also
cost moderation on the back of declining Power & Fuel and Freight cost helped in
driving the profitability.

» Indian cement industry facing tough time from demand side and struggling to
competitive in world mainly from China. But the cheer movement for cement

sector that India’s real estate sector will touch $180 billion by 2020.

» Considering the growing demand for cement in India and higher capacity
utilization over the years. Key Indian players have already begun to revisit

their business strategies.

» From the above data analysis, it has been found that the two
companies(Ultratech and Shree cement) profitability ratio is satisfactory and
the two (UCWL and Birla Corp) companies’ short term liquidity position is
not satisfactory because current ratio and quick ratio is low and secondly
(UCWL) Company are not promptly maintained their inventory, investment
and debtors.

> Based on this analysis Shree and UltraTech cement is more financially sounds
compare to other three companies

> Interest Coverage is in an optimal range during the FY 2019-20. The company

is taking strong step to increase the interest coverage ratio.

» UCWL working towards improving on the liquidity front and there is ample

scope for them to do so (like Improve on debtor collection period, Etc.)

» In the past years company faced loss continuously but during this year (2020)

company set back to being on track again which is good sign for the company.
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» As per the analysis shows that the net profit ratio of UCWL shows increasing
trend. It increased in the current year compared with the previous year.

» Now with the cost reduction initiatives of the company coupled with the
improvement in demand and realisation, profitability has started to improve
from the start of FY 2018.

Recommendations

Given the size and scale of operations, UCWL has been trying to create a niche for itself and
sustaining in a highly competitive environment, so following recommendations are here;

» UCWL needs to increase its market share.

» UCWL needs to increase its scale of operation so it gets benefit to economy of
scale.

» Improve their Paying creditors upfronts and negotiate for discounts.

> If they follow the market trends, then they can deliver and, they should reduce
the cost.

» Improving debtor’s collection period. This will have direct positive impact in
improving working capital management.
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