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INDIAN CEMENT:
AN OVERVIEW
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ement demand in India fell by 10% year-on-
Cyear in the 2021 financial year (FY2021) due to
the Covid-19 pandemic, with demand dropping to
the same level as in FY2018 at around 314Mt (Fig-
ure 1). Demand bounced back with growth of 8% in
FY2022 to reach 340Mt, and then by 9% in FY2023
when it reached around 370Mt. Demand is now
envisaged to grow between 6.5% to 8.5% per year
over the next 5-7 years, reaching 535Mt in FY2028
in the most likely scenario.

Cement capacity

India had an installed cement capacity of
595Mt/yr at the end of FY2023, with around 80
producers operating 300 cement facilities. Of these,
170 are integrated, and 130 are grinding plants,
blending units and terminals. However, the top 25%
of producers - either major Indian producers or re-
gional players - hold about 85% of the total capacity.
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second-largest in the world, and one
that still has high potential for growth.

Credit: GSK919 / Shutterstock.

India is expected to add around 120Mt/yr of ad-
ditional cement capacity over next five years. This
means that the total installed cement capacity will
reach an estimated 700Mt/yr by FY2028. Another
150Mt/yr is believed to be at the planning stage
within the top 4-5 players. In the eventuality of this
additional capacity also materialising, the nation's
cement surplus would increase substantially and
continue to lead to lower return on capital.

Supply and demand balances

The effective cement capacity / supply capability
(which is calculated from the installed capacity
assuming that all of India's cement plants can oper-
ate at a maximum of 90% capacity utilisation, and
considering operational capacity of the plants that
came up during the year) was about 515Mt/yr in
FY2023. It is expected to reach about 625Mt/yr in
FY2028.
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Figure 1: Indian cement demand, FY2013 - FY2023, with forecast to FY2028.
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Figure 2: Forecast Indian cement demand and supply capability, FY2023 - FY2028.
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Regions

India is divided into five regions when discussing
its cement industry: North, Central, East, West
and South. Cement demand is highest in the East
region, whereas the South region has the highest
cement capacity. All regions have surplus cement.
However, by FY2028, the West is envisaged to
transition to a deficit, while the Central region is
expected to have only a marginal surplus (Figure 3).

This does not necessarily mean that plants
located in regions with higher surplus have lower
capacity utilisation, as there is inter-regional move-
ment of cement. For example, plants in the North
region supply cement to markets in Central and
West regions. Plants in the South similarly supply
cement to the East and West.

The distribution of capacities in the country can
be better understood by looking at the clinker and
cement capacity at the regional level. In FY2023,
the clinker capacity of India was around 380Mt/yr,
enough to produce ~535My/yr of cement, whereas
the rated cement capacity was 595Mt/yr and the
effective cement capacity was about 525Mt/yr. This
implies that, at the country level, there is adequate
clinker for the effective capacity to work at 100%
utilisation.

Table 1 - India FY2023 | FY2028

In FY2028, the clinker capacity of the country
is expected to be 427Mt/yr, such that it can pro-
duce about 615Mt/yr of cement, whereas the rated
cement capacity will be 700Mt/yr and effective ce-
ment capacity is about 630Mt/yr.

Clinker and cement capacity is highest in the
South region mainly due to higher availability of
limestone. Clinker capacity is lowest in the Central
and West regions, and grinding units located in
these regions also receive clinker from North and
South regions.

Holtec Consulting's analysis of cement demand,
effective capacity, market product mix, and other
factors shows that:

1. Only the West and East were clinker deficient
in FY2023. Grinding units in these regions get
clinker mostly from the South;

2. In FY2028 the Central, West and East regions are
expected to have net clinker deficit, likely to be
fulfilled from the South and North;

3. The cement ratio (capacity based) in FY2028 will
be the lowest in the East due to a higher focus on
producing blended cement. It will be highest in
the North and the South due to a potential lack
of supplementary cementitious materials in these

. regions.
Figure 3: Cement demand and effective cement Demand 370 536
capacity in India's five regions in FY2023, with
forecasts for FY2028. All figures in Tables in Mt. Supply 517 626
suplus | 147 | %0
Table 5 - Central FY2023 | FY2028
Demand 58 85
Supply 70 89
Demand 66 97
Supply 101 121
EAST

Table 3 - West FY2023 | FY2028

Demand 63 87
Supply 70 79

0

Table 6 - East FY2023  FY2028

Demand 93 138
Demand 90 129 Surplus 23 16
Supply 160 183

s | 70|31 |
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Consolidation FY2023
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prise value for future mergers and acquisistions is
expected to be in the range of US$110-130/t of ce-
ment capacity.
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35% fly ash and Plain Cement Concrete can be
produced using 20-50% slag and 15-35% fly ash.
The balance is clinker and gypsum. The percent-
age of gypsum depends upon the required setting
time, but is typically less than 5%. The BIS has also
recently established specifications for Portland Cal-
cined Clay Limestone Cement, which comprises
50-80% clinker, 10-35% calcined clay, 5-20% lime-
stone and gypsum as required.

In the future, the clinker to cement ratio is ex-
pected to shift from the current 72% to around 68%
by FY2028, indicating a general increase in the use
of SCMs.

CO; - A growing concern

CO, emissions from cement production are esti-
mated to be ~8% of India's total emissions, around
the global average. The emissions from each stage of
the process are shown in Table 7. As elsewhere, In-
dian cement producers are becoming increasingly
aware of their CO, footprints. Many are working
towards reducing emissions, despite the fact that
India already operates many of the most modern
and energy-efficient plants in the world. Typical
approaches include alternative fuels, renewable
electrical power, futher improvements to energy
efficiency and waste heat recovery (WHR) systems.
Producers are also working to increase the circu-
larity of their products, including via increased
production of blended cement products, recycling
old concrete and CO, capture, utilisation and

A construction worker unloads bagged cement
from a train in Mathura, Uttar Pradesh
Credit: Daniel J. Rao/ Shutterstock.

Table 7 - Indian Cement C0, Emissions kg C0,/t
cement

Raw materials 360
Thermal fuels 200
Electrical power 70
Transport to market (500km average) 20

storage (CCUS). The government is also consider-
ing the introduction of stricter controls for various
pollutants.

Final thoughts

Limestone, fossil fuels and water resources are
becoming scarce, including in India. Given this,
limestone auction prices are envisaged to remain
high, with low clinker-to-cement ratio products,
alternative fuels, alternative raw materials and miti-
gating CO, emissions all expected to further gain
importance. Improvements in energy efficiency and
equipment availability have been the major focus
areas for cost reduction in India in the past. In the
coming years, the focus on cost optimisation will be
higher, both within the production and distribution
activities. There is also potential to reduce costs in
non-equipment related domains, for example ma-
terial inventories, consumable consumption rates,
financial expenses and so on.

Indian cement demand is
likely to surpass effective supply
in the next seven years. With
increased gestation period and
some recent mergers and acqui-
sitions, major cement players
are likely to continue to increase
their capacity to ensure their ca-
pacity share improves or - atleast
- is not adversely impacted in
the future.

At present the effective ca-
pacity utilisation is ~70%. This
is likely to start improving if
there is no race for inordinate
capacity build up. Opportuni-
ties will continue to exist for
acquisitions in the cement
sector, albeit at a reasonable
valuation of probably US$110-
130/t of cement capacity. In
the short term, the focus will
be to increase earnings before
interest, tax, depreciation and
amortisation back to 'pre-fuel
hike levels' and thereby improve
return on capital in the cement
sector. @
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