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No revival in sight for cement
firms amid higher death toll
ADITI DIVEKAR
Mumbai, 4 June

D

omestic cement companies
are yet to see a revival in fortunes, compared to the AprilJune quarter of FY21, owing to the
increased death rate during the second Covid wave.
“This wave has caused a high
death rate, which has impacted business. We are in a no better situation
than last (year) April. Deaths of drivers, dealers, contractors, and also
employees have hit the industry very
hard since April (FY22),” M Ravinder
Reddy, director of Bharathi Cements
told Business Standard.
Last year, a broken supply chain
due to the nationwide lockdown led
to a shortage in the market, thus causing execution delays in infrastructure
projects. “This year has been no
better. The only difference between
this April (FY22) and the last has been
that our (industry) sales were about
30 per cent this April unlike the last,
when we (industry) hit a zero owing
to the 3-week complete lockdown,”
Reddy added.
Ambuja Cement, Shree Cement,
Aditya Birla Group company
UltraTech Cement, Dalmia Cement
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No Air Surcharge

The broken supply chain last year
created a shortage in the market,
leading to delays in project execution

and ACC, among others, are some of
the large domestic players.
The strong second wave is
expected to recede in the coming
weeks. It is likely to lead to pent-up
demand in the market in coming
months, said industry officials.
“We are expecting the pent-up
demand to start from July. Just like
last year, the pick-up would be
stronger October onwards. We (industry) are mostly likely to follow the
same demand pattern as FY21 even

this year,” said a cement company
executive.
That’s not all. Amid the ongoing
second wave of Covid, continuously
rising fuel prices are further putting
pressure on cement players, in turn,
acting as a double whammy.
“Freights have gone up 2-10 per
cent due to the rise in diesel prices.
Hike is varying, depending upon the
route. So, to that extent, input costs
have also gone up,” said Hari Mohan
Bangur, managing director (MD) of
Shree Cement, without divulging if
the hike has been passed on to customers.
In April last year, diesel prices hovered around ~65 per litre. Prices,
however, jumped to about ~85 per
litre in April 2021 and are currently
hovering around ~93 per litre.
Cost inflation, driven by fuel cost
(imported coal and pet coke) and
logistic expenses (higher diesel
prices), could continue to weigh on
the sector’s performance if cement
prices are not raised further, brokerages said in the Q4 of FY21 preview
reports.
The industry did face fresh orders
of investigation from the Competition
Commission of India in 2020 regarding cartelisation. Price hikes by

cement players have, since then, been
cautious and largely been prompted
by higher input costs.
Pricing has held up well across
regions, with the industry average
price flat month-on-month in May
and up 6 per cent sequentially in
Q1FY22 — led by sharp hikes in East,
South, and Maharashtra, said Motilal
Oswal sector update report.
“With strong price hikes seen in
March and April, we estimate that the
industry has fully passed on the cost
inflation to customers,” it said.
This should drive healthy earnings
before interest, taxes, depreciation
and ammortisation (Ebitda) in
Q1FY22 despite lower volumes, said
the report.
Amid the second wave and a likely
third wave, while technology has
been playing a big role in the logistics
segment for the industry, it is has had
its limitations, said officials.
“Bulk movement of cement is taking place with the help of technology.
There is no doubt about it. But for
retail, where last mile delivery comes
in picture, we need manpower. There
is no alternative for that. Increased
deaths this time, even in rural parts
of the country have therefore hit us
(industry) hard,” said Reddy.

Carbon emission by IT industry down on
increasing digital footprint, WFH: Survey
The environment has benefitted much thanks to the
work-from-home mode and
reduced travelling.
A study by UnearhInsight,
a metrics benchmarking and
market intelligence firm,
shows an estimated 85 per
cent drop in carbon emissions
during the year. It stood at
around 0.3 million tonnes,
vis-a-vis a pre-pandemic level

of around 2 mt.
The pandemic has propelled India’s $194-billion outsourcing industry towards
carbon neutrality, with hybrid
working models, electric
mobility and digital disruption for campus hiring.
The study conducted for
FY21 included 2,000-plus outsourcing technology companies in India including IT,

ITeS, engineering, GIC/GCC
and start-ups.
According to founder-CEO
Gaurav Vasu: “Covid has
made outsourcing organizations, clients and employees
environment friendly helping
them accelerate their journey
towards carbon neutrality and
digital workplace, improving
operating margins in the long
run.”
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