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m The Cyclical Threat Vs. The Structural Anchor

The Threat The Anchor
Sharp rise in pet coke Government-led
and coal prices. infrastructure, housing
recovery, private capex.

Near-term margin
headwinds and
profitability compression.

Strong structural
demand drivers I

buffering the cycle. B l I

Near-term cautious; medium-term constructive

with preference for cost-efficient players.

Source: Industry, Axis Securities Ltd



~I175-200/ton
Estimated Cost Impact

» Varies by fuel mix and
packaging charges

The Fuel Overhang Compressing Margins

Fuel & Packaging
Inflation

Baseline Margin

The Exposure:
Fuel accounts for
30-35% of total
production cost.

A

The Vulnerability: High
dependence on imported
fuels exposes the sector to
global supply disruptions
and geopolitical factors.

Compressed Current Margin

Insight: Given high operating leverage, even modest cost increases have a disproportionate impact on EBITDA/ton.

Source: Industry, Axis Securities Ltd




Three Pillars Supporting Structural Growth

Expected Cement Demand Growth: ~6-8% (FY26-FY28)
S [ e

Execution
Pipeline
Strong project

pipeline ensuring

long-term demand
visibility.

Government
Capex Push

Continued focus on

Housing
Demand
Recovery in urban

real estate paired with
stable rural demand.

roads, railways, urban
infrastructure, and
energy projects.

Industry volumes are heavily insulated by structural demand, cushioning the impact of cyclical cost pressures.

Source: Industry, Axis Securities Ltd



Navigating the Margin Valley

Cost Shock

O === - -

Target:

Gradual

price recovery
begins offsetting
costs; Margin
Normalization

The Margin Val.ley (Lag Effect)

Regional Price Hikes

o Present: o Inflection Point: Q1FY27
Pricing remains regionally Price pass-through
fragmented. Industry is gradual. Pricing power exists, but it is not elastic enough
discipline improving but to offset near-term cost shocks immediately.
evoiving.

Source: Industry, Axis Securities Ltd



m Profitability Trajectory

Near-Term (FY26—early FY27) Medium-Term (FY27 onwards)

Status: Temporary Compression Cycle Status: Structural Recovery

Indicators: EBITDA margins likely to Indicators: Margins expected to
contract. Earnings downgrades recover gradually, supported
possible. by pricing actions and cost

normalization.

Action: Monitor fuel trajectory and
price hike effectiveness.

Takeaway: This is a temporary margin compression cycle, not a structural deterioration.

Source: Industry, Axis Securities Ltd



m The Operational Defense Playbook

Fuel Optimization Cost Efficiency Scale Benefits

& - Increasing the share of & - Logistics and freight & - Leveraging operational
domestic coal. optimization. efficiencies.
& - Scaling Alternative Fuels & - Shifting toward a higher & - Utilizing massive
(AFR). share of blended cement procurement strength to
(lowering the clinker ratio). negotiate fuel rates.

& - Investing in Waste Heat
Recovery Systems
(WHRS).

0 Synthesis: Large, efficient players utilizing these specific levers are systematically better
positioned to survive the margin valley.

Source: Industry, Axis Securities Ltd



m The Capacity Expansion Paradox

The Aggressive

The Present /" mesvaegc . Build: Industry

Severe = imiuseee  adding ~40+
Margin | @2 | ~40+ MTPA
Pressure '\ -2z /' annually

Warning: Aggressive additions may trigger near-term regional oversupply,
but fundamentally reflect immense long-term confidence in demand.

Source: Industry, Axis Securities Ltd



m Monitoring the Threat Horizon

Sustained Energy Spikes

Sustained increases in pet
coke and coal prices beyond
current modeling.

Global Volatility

&

Macro disruptions in global
energy markets affecting
import reliability.

Pricing Failures

Delay or breakdown in regional
price hikes due to lack of
industry discipline.

Source: Industry, Axis Securities Ltd

Capacity Oversupply

Regional oversupply caused by
the ~40+ MTPA aggressive
capacity additions outpacing
local demand absorption.



m Strategic Allocation Playbook
Stance: Maintain a cautious stance. Characteristics

Triggers to Watch: Fuel price trajectory and the actual

Low fuel cost

ground-level effectiveness of announced price hikes. v sensitivity
[ Strong regional
6-24 Months (The Recovery Phase) SRS
Efficient cost
Stance: Constructive outlook. 4 structures

Drivers: Strong demand visibility, industry consolidation, and

high operating leverage kicking in as costs normalize. ] Scaleadvantages

Strategy: Use current market corrections for selective accumulation in

high-quality players positioned to survive the cycle.

Source: Industry, Axis Securities Ltd
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m Cement Sector Valuation: The Case for Selectivity

Strategic Imperative

Because current valuations
reflect a mid-cycle
equilibrium rather than a
discounted trough, broad
sector exposure is
suboptimal. Outperformance
ruthless selectivity in asset
allocation.

EV/EBITDA

The cement sector is currently trading precisely
in line with its historical average. A rising tide will
no longer lift all boats.

Preferred Allocations: Ultratech Cement, Dalmia Bharat Ltd, JK Cement Ltd

Source: Industry, Axis Securities Ltd
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The Cyclical Laws of Cement Valuation

e

Peak Margins:
| 177-20x EV/EBITDA

Mid Cycle:
13-16x EV/EBITDA

<« ~12.5x Sector Median:
Current Valuation

Trough Margins:
9-12x EV/EBITDA

53
!

Cement is an inherently cyclical commodity.
Assessing market opportunity requires mapping
current EV/EBITDA multiples against the broader
margin cycle. The current ~12.5x median indicates
a transition phase leaving the trough.

:
;
I
|
o

Source: Industry, Axis Securities Ltd
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m Mapping the Current Market Cap Spread

Historical Median (12.5x)

Large Cap Cement Large caps command a

distinct premium (14-
14X _ 18x 18x) while mid caps offer

a wider discount
threshold (9-14x).

12x

Sector Average This spread around the

| 12.5x sector median
demands a precision-
targeted portfolio strategy

I .
I
' _ rather than broad
Ox & Mid Cap Cement ETF exposure
f
" :

8x 10x 12x 14x 16x 18x 20x

Source: Industry, Axis Securities Ltd
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s ot Preferred Equity Picks for a Mid-Cycle Environment

rgin resilience in a 12.5x market.

— s : R AR
UltraTech Dalmia Bharat
Cement Limited
'f‘:fﬁé"cuctural p|a targeted play i r strategic play

- onscaleand /| - on operational - onspecialized -
_ large-cap market | ~ efficiency and & market
.§ leadership. .} | .. cost-curve [HESS _ positioning and
! | . advantage. \  product mix.
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Rs 14,00 9

CAREFUL SELECTION AMONG THESE NAMES IS RECOMMENDED TO NAVIGATE PREVAILING MID-CYCLE DYNAMICS AND
EXTRACT MAXIMUM VALUE FROM THE CURRENT 12.5X SECTOR MEDIAN.

Source: Industry, Axis Securities Ltd




Coverage Universe Valuation

Sales (Rs Cr) EBDITA (Rs Cr) PAT (Rs Cr) ROE (%) RoCE (%) EV/EBITDA (X)
Company Name C;(rerceont CMP TPar ri?:(zt
FY25 FY26E FY27E FY25 FY26E FY27E FY25 FY26E FY27E FY25 FY26E FY27E FY25 FY26E FY27E FY25 FY26E FY27E
Ambuja Cements Ltd BUY 421 590 35,045 41,617 47,181 5,971 7,086 9,236 4,175 3,329 4,004 10.8 8.6 7.2 10 6 9 15.8 15.5 12.3
Birla Corporation Ltd BUY 815 1,370 9,214 9,571 10,489 1,217 1,299 1,581 295 387 562 2% 3% 4% 6 7 9 7.2 7.1 5.8
Dalmia Bharat Ltd BUY 1,830 2,520 13,980 15,133 17,140 2,407 3,186 3,830 683 1,269 1,448 4% % 7% 6 8 9 11.4 9.6 8.3
Heidelberg Cement India Ltd HOLD 149 190 2,149 2,325 2,534 239 301 380 107 151 217 7.5 10.2 15.3 11 14 19 12.7 10.0 7.7
JK Cement Ltd BUY 5,000 6,570 11,879 13,931 15,712 2,027 2,480 3,135 752 1,076 1,345 16.8 16.4 17.4 13 15 16 17.4 14.4 14.0
JK Lakshmi Cement Ltd BUY 593 930 6,193 6,837 7,508 865 1,061 1,269 311 440 548 7.6 9.4 10.1 9 11 13 10.1 8.5 7.6
Star Cement Ltd BUY 216 320 3,163 3,716 4,179 579 903 1,040 169 384 424 6.0 12.2 12.3 9 16 15 15.7 10.1 8.8
Shree Cement Ltd HOLD 23,535 27,070 18,037 18,771 20,975 3,837 4,214 4,918 1,196 1,777 2,354 5.8 8.1 10.0 7 11 13 21.0 18.0 15.3
Ultratech Cement Ltd BUY 10,934 14,000 75,955 89,828 1,01,237 12,557 17,466 21,485 6,040 8,826 12,159 8% 11% 13% 11% 13% 15% 19.0 15.0 13.0

Source: Company, Axis Securities Ltd
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Disclaimer

Axis Direct is the brand under Axis Securities Limited, which is a 100% subsidiary of Axis Bank Limited. Axis Bank Ltd. is a listed public company and one of India’s largest private sector banks, and has its various subsidiaries engaged in businesses of Asset management, NBFC, Merchant Banking,
Trusteeship, Venture Capital, Stock Broking, the details in respect of which are available on www.axisbank.com.

Axis Securities Limited is registered as a

. Stock Broker, Depository Participant, Portfolio Manager, Investment Adviser and Research Analyst with the Securities and Exchange Board of India
. Corporate Agent with Insurance Regulatory and Development Authority of India

. Point of Presence with Pension Fund Regulatory and Development Authority

. Distributor for Mutual Funds with AMFI

Registration Details:

SEBI Single Reg. No.- NSE, BSE, MSEI, MCX & NCDEX — INZ000161633 | SEBI Depository Participant Reg. No. IN-DP-403-2019 | Portfolio Manager Reg. No.- INPO0O0000654 | Investment Advisor Reg No. INAO00000615 | SEBI-Research Analyst Reg. No. INHO00000297 | IRDA Corporate Agent
(Composite) Reg. No. CA0073| PFRDA — POP Reg. No. POP387122023 | Mutual Fund Distributor ARN- 64610.

Compliance Officer Details: Name — Mr Rajiv Kejriwal, Tel No. — 022-68555574, Email id — compliance.officer@axisdirect.in.;

Registered Office Address — Axis Securities Limited, Unit No.002, Building- A, Agastya Corporate Park, Piramal Realty, Kamani Junction, Kurla (W), Mumbai — 400070.

Administrative office address: Axis Securities Limited, Aurum Q Paré, Q2 Building, Unit No. 1001, 10th Floor, Level — 6, Plot No. 4/1 TTC, Thane — Belapur Road, Ghansoli, Navi Mumbai, Pin Code — 400710.

In case of any grievances, please call us at 022-40508080 or write to us at helpdesk@axisdirect.in.

We hereby declare that our activities have neither been suspended nor have we defaulted with any stock exchange authority with whom we are registered in the last five years. However, SEBI, Exchanges, Clearing Corporations and Depositories, etc. have conducted the routine inspection and based on
their observations have issued advice/warning/show cause notices/deficiency letters/ or levied penalty or imposed charges for certain deviations observed in inspections or in the normal course of business, as a Stock Broker / Depository Participant/Portfolio Manager. We have not been debarred from

doing business by any Stock Exchange / SEBI or any other authorities; nor has our certificate of registration been cancelled by SEBI at any point in time.

Investments in the securities market are subject to market risks. Read all the related documents carefully before investing.
By referring to any particular sector, Axis Securities does not provide any promise or assurance of a favourable view for a particular industry or sector or business group in any manner.

Registration granted by SEBI, membership of RAASB (in case of RA’s) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research recommendations promise or guarantee any assured, minimum or risk-free
return to the investors. Our research should not be considered as an advertisement or advice, professional or otherwise. This research report and its respective content by Axis Securities made available on this page or otherwise do not constitute an offer to sell or purchase or subscribe for any securities
or solicitation of any investments or investment services for the residents of Canada and/or the USA or any jurisdiction where such an offer or solicitation would be illegal.

Subject company(ies) may have been clients during the twelve months preceding the date of distribution of the research report. Derivatives are a sophisticated investment device. The investor is requested to take into consideration all the risk factors before actually trading in derivative contracts.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions and estimates contained in this report reflect a judgment of its original date of publication by
ASL and are subject to change without notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse
effect on the price or income of such securities or financial instruments.

The information and opinions in this report have been prepared by Axis Securities and are subject to change without notice. The report and information contained herein are strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or

distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of Axis Securities. The report must not be used as a singular basis for any investment decision. The views herein are of a general nature and do not consider the risk appetite,
investment objective or the particular circumstances of an individual investor. The investor is requested to take into consideration all the risk factors, including their financial condition, suitability to risk return profile and the like and take professional advice before investing.
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While we would endeavour to update the information herein on a reasonable basis, Axis Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Axis Securities from doing so. Non-rated securities indicate
that the rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or Axis Securities policies, in circumstances where Axis Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained in good faith from public sources and sources believed to be reliable, but no independent verification has been made, nor is its accuracy or completeness guaranteed. This report and information herein are solely for informational purposes and shall not be
used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Axis Securities will not treat recipients as customers
by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be
suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and the needs of the specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should
independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. Axis Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past
performance is not necessarily a guide to future performance. Investors are advised to see the Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are
not predictions and may be subject to change without notice. Axis Securities or its associates might have managed or co-managed a public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months. Axis
Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant
banking, brokerage services or other advisory services in a merger or specific transaction. Axis Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking, or brokerage services from the companies mentioned in the
report in the past twelve months. Axis Securities encourages independence in research report preparation and strives to minimise conflict in the preparation of research reports. Axis Securities or its associates, or its analysts, did not receive any compensation or other benefits from the companies
mentioned in the report or a third party in connection with the preparation of the research report. Accordingly, neither Axis Securities nor Research Analysts and/or their relatives have any material conflict of interest at the time of publication of this report. Please note that Axis Securities has a proprietary
trading desk. This desk maintains an arm’s length distance from the Research team, and all its activities are segregated from Research activities. The proprietary desk operates independently, potentially leading to investment decisions that may deviate from research views.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Research Analyst may have served as an officer, director or employee of the subject company(ies). Axis Securities or Research Analysts, or their relatives, do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report. Since associates of Axis Securities and Axis Securities as an entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one per cent or more or other material conflicts of interest in various companies, including the
subject company/companies mentioned in this report. Axis Securities may have issued other reports that are inconsistent with and reach a different conclusion from the information presented in this report. Certain transactions -including those involving futures, options and other derivatives as well as non-
investment grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centre on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a
company's fundamentals.

We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving
such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company/company (ies) discussed herein or act as advisor or lender/borrower to such company (ies) or have other potential/material conflict of interest with respect to any
recommendation and related information and opinions at the time of publication of Research Report or at the time of public appearance. Axis Securities may have proprietary long/short positions in the above-mentioned scrip(s) and therefore may be considered as interested. This should not be construed
as an invitation or solicitation to do business with Axis Securities. Axis Securities is also a Portfolio Manager. Portfolio Management Team (PMS) takes its investment decisions independently of the PCG research, and accordingly, PMS may have positions contrary to the PCG research recommendation.

This research report is issued in India by Axis Securities Limited in accordance with the Securities and Exchange Board of India (Research Analysts) Regulations, 2014. It is intended solely for persons residing in India. The report is not directed at or intended for distribution to, or use by, any person or
entity resident in the United States of America, Canada, or in any jurisdiction where such distribution, publication, availability, or use would be contrary to applicable securities laws, including the U.S. Securities Exchange Act of 1934, regulations of the U.S. Securities and Exchange Commission (SEC),
and regulations of the Canadian Securities Administrators (CSA).
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