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 Cement demand to continue to witness healthy growth in FY23  

Executive Summary 

On the back of robust y-o-y demand growth of 23% in FY22, BWR expects the 

momentum to continue at a healthy rate of 10%-12% during FY23, supported by 

persistent demand from the housing sector and the government’s thrust on 

infrastructure spending in the country. After a lull in FY21 owing to pandemic-related 

issues, the two key drivers, pent-up demand from the real estate sector and the 

government’s push towards big-ticket infrastructure projects, resulted in robust growth 

during FY22. 

Although the sector has witnessed strong recovery in demand post the pandemic, 

it continues to face cost headwinds in the form of rising input costs  on account of 

the sharp increase  in the cost of raw materials such as limestone, overhead fuel (diesel 

and coal) and freight costs due to geopolitical crises in various regions. The fuel and 

freight costs account for around ~40%-45% of the total expenses borne by the cement 

industry, and in the absence of any substantial price hike due to intense competition 

and inflationary concerns, manufacturers’ EBITDA margins have been adversely 

impacted. The marginal increase in prices was also partially rolled back during April-

May 2022. Additionally, considering that housing, including affordable housing (under 

the Pradhan Mantri Awas Yojana (PMAY)), despite being a major growth driver (~50-

60% of the demand), would still result in the limited ability of manufacturers to pass on 

the full quantum of the elevated costs. BWR expects that, going forward, the EBITDA 

margins would continue to be under pressure in FY23, due to the continued and 

persistent rise in input costs. Furthermore, keeping in view the recent capacity 

expansions announced by a few major players, supply is expected to outstrip demand 

in the subsequent few years, resulting in under-utilisation and margin erosion. 
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Continued demand from Housing and Infrastructure to boost 

sales in FY23 

Growth in cement demand post the pandemic, was backed by the revival of three major 

segments, i.e., housing, infrastructure, and commercial and industrial construction. In 

FY22, cement demand not only recovered, but also surpassed the pre-pandemic level 

of FY20. The rise in real estate demand, especially the residential segment, and heavy 

investment in infrastructure development spurred cement demand in FY22. Going 

forward, in FY23, BWR expects demand for cement  to increase by around 10%-12% 

due to a rise in government spending on infrastructure development and real estate 

growth, despite a moderation in demand in the wake of higher inflation.  

 

Trend in Cement Production  

 

P-Projected 

Source: CMIE, BWR Research 

 

Growth would also be supported by an expected increase in the pace of execution of 

delayed projects, with the economy returning to normalcy. The execution of real estate, 

roads and highways, metro rail and other large-scale infrastructure projects that were 

delayed due to the pandemic and subsequent lockdowns have started gaining pace. 

The Government of India (GOI) has also extended the flagship urban housing scheme 

PMAY till 31 December 2024 and PMAY-Gramin-Rural till March 2024. Additional 

investment of Rs 85,406 crores is expected till December 2024 under PMAY-U, which 

is likely to increase cement demand. Receding pandemic concerns have also led to a 

rise in demand for commercial real estate properties. The real estate sector has started 

gaining momentum since FY22, especially from residential real estate, supported by a 

reduction in stamp duties in some states such as Maharashtra, West Bengal and 

Karnataka. Although in FY23, the real estate segment is expected to grow at a lower 

rate on the back of a higher base, the rise in demand for commercial real estate is 

expected to continue to drive demand for cement. As the real estate sector is one of 
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the largest consumers of cement, healthy growth in this segment augurs well for the 

industry. 

 

The infrastructure sector is the second most crucial sector that influences cement 

demand. The government's thrust on big-ticket infrastructure projects such as the 

development of railways and construction of metro rail projects, along with greenfield 

airports and ports under the National Infrastructure Pipeline, have also gained pace 

since FY22 and are expected to further gain momentum in FY23. Additionally, the 

replacement of bitumen with cement for the construction of roads and highways is 

expected to increase road construction by ~9-11% in FY23 (BWR Road Report-August-

2022), which would further create a new channel of demand for the industry. 

 

Change in competitive landscape 

With sturdy demand for cement, as expected, and with the aim of regional dominance, 

a few major players have recently announced capacity addition plans to be completed 

in the ensuing two-three years. Such larger companies already benefit from better 

bargaining power due to their scale of operations and comparatively lower cost of 

production, and their capex plans are expected to result in supply outpacing demand, 

lower industry utilisations and the tempering of bargaining power for small- and mid-

sized players. This is expected to result in further consolidation in the sector, especially 

for players with higher lending costs and cost structure, or leveraged balance sheets. 

 

Cement prices to rise in FY23 on account of healthy demand and 

rise in input cost 

Cement prices, after remaining subdued in FY21 on account of demand disruptions, 

increased by ~8% in FY22 on account of strong demand recovery and rising input 

costs. Going forward, BWR expects cement prices to further increase by about 4-6% 

y-o-y in FY23 due to the continuous rise in input costs. The input costs have been on 

an upward trend since FY22, with the prices of key raw materials such as limestone, 

coal and pet coke rising, along with an increase in the costs of power, logistics and 

freight. While the GOI reduced the import duty on coking coal from 2.5%, and coke and 

semi-coke from 5% to zero, overall, the ongoing geopolitical tensions in various regions 

have led to an increase in the international prices. 

 

 

 

 

 

 

 

In FY23, cement price, is 

expected to further rise due 

to the continuous increase in 

raw material costs and 

indirect expenses since 

FY21. 
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Trend in Wholesale Price of Cement (Rs per 50kg) 

 

P- Projected 

Source: CMIE, BWR Research 

 

In the beginning of FY22, cement companies were also cautious in increasing the 

prices due to the post-pandemic impact. However, subsequently, manufacturers 

increased their prices in Q2FY22 to recover the increased cost of production and since 

then the prices remained elevated throughout the year. In Q1FY23, cement prices 

continued to marginally increase due to the impact of the Russian-Ukraine war as 

Russia accounts for 6% of India's total coal imports, thereby inflating the overall input 

cost. However, the increase in prices during Q1FY23 was rolled back in a short time 

as players targeted capturing market share by increasing volumes.  

 

Profitability of cement players to continue to remain under 

pressure in FY23 

In FY22, while cement demand witnessed y-o-y growth of 23%, the EBITDA margin for 

cement players contracted in comparison to the previous year due to the rise in input 

costs. Overhead costs such as fuel, power and freight costs, which account for about 

40%-45% of cement company expenses have increased in the past couple of years. 

However, with a less than commensurate increase in cement prices due to the price 

sensitive nature of the commodity, there was a contraction in the EBITDA margins of 

the manufacturers FY22.  The recent increase in cement prices announced in April 

2022 was partially rolled back in May 2022, keeping in view the likely moderation in 

demand due to higher inflation. Now, monsoons would limit the ability of cement players 

to hike cement prices over the next three to four months. Going forward, margin 

concerns are expected to continue in FY23 with inflated fuel and freight costs, coupled 

with the cement companies’ inability to fully pass on increased prices. Cement 

manufacturers are already exploring the usage of Venezuela petcoke, which has higher 

carbon emissions, as an alternative to coal to safeguard their margins. 
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Trend in EBITDA Margins  

 

P-Projected 

Note: Profitability is derived based on financials of Top 5 players accounting for 55% of the 

overall cement production in FY21 

Source: Company reports, BWR Research 

 

Sustainable alternatives still to assume significance 

The cement industry is traditionally dependent on coal during the manufacturing 

process. To curb the dependence on coal due to the continuous increase in prices and 

a significantly toxic emission rate, companies in the industry have been researching 

measures to possibly reduce such emissions through the usage of eco-friendly 

alternatives such as green cement. This is in line with the GOI's target to reduce its net 

carbon emission to zero by CY70 and reduce it by half till CY30. However, to produce 

eco-friendly cement, companies would require considerable investment, which would 

lead to further leveraged financial positions and possible disruptions in the supply 

chain. BWR expects carbon emissions to witness a rise in the short term due to the 

increased usage of petcoke. However, with the phased adoption of the carbon-neutral 

manufacturing process as intended, the cement industry is expected to reduce its 

carbon footprint to a certain extent. 
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