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Cementing India's Future: Demand & Dynamics

The Indian cement sector stands as a crucial pillar of the nation's economic
development, characterized by its significant scale and robust growth trajectory. As the
world's second-largest producer and consumer, India's cement industry has
demonstrated remarkable resilience and expansion, evidenced by a healthy ~7% CAGR
in domestic demand between Fiscal 2020 and 2025. This growth is largely fueled by
sustained government impetus on infrastructure development through flagship schemes
like PM Gati Shakti, coupled with consistent demand from the housing sector,
particularly in rural areas. Despite a relatively low per capita consumption compared to
global averages, the sheer volume of demand and ongoing capacity expansions
underscore the immense potential.
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The production had remained almost stagnant over the previous six years, with the highest production of 4.4 billion metric tonne
recorded in 2021.China is the world's leading cement producer, accounting for almost half of the global output, most of which
is for domestic use.

India is the second-largest producer, contributing 8-11% of the world's cement. Over the period of 2018-2024, India recorded
the highest compound annual growth rate (CAGR) of 5.04% among the top seven cement-producing countries, highlighting its
rapid growth in the sector.

Share Share CAGR

Country Production in CY18 (MT) (%) Production in CY24 (MT) (%) 2018-23
China 2,200 53.80% 1900 47.50% -2.41%
India 335 8.20% 450 11.25% 5.04%
Vietnam 90 2.20% 110 2.75% 3.40%
United States 87 2.10% 86 2.15% -0.19%
Turkey 73 1.80% 82 2.05% 1.96%
Iran 58 1.40% 72 1.80% 3.67%
Brazil 53 1.30% 68 1.70% 4.24%
Others 1,193 29.30% 1,332 33.30% 1.85%
Total 4,050 4,000 -0.21%

Source: JSW Cement RHP, CRISIL report.

India's per capita cement consumption is notably low, ranging from 290-340 kg, which is significantly below the global average
of 470-520 kg and far behind China's 1,320-1,370 kg. Despite this low individual consumption rate, India remarkably stands
as the second-largest cement consumer globally. This indicates substantial untapped growth potential for the Indian cement

industry.

Per capita cement

Country (in KGs)
China 1,320-1,370
Turkey 940-990
Egypt 400-450
Japan 350-400
USA 240-290
India 280-330
Brazil 290-340
World 470-520

Source: JSW Cement RHP, CRISIL report.

The Indian Cement Industry has seen significant investment, with an estimated ¥1300-1350 billion invested over the past five
years (FY2021-2025E) in new capacity, expansions, and maintenance. Driven by a strong demand outlook and increasing
competition, major players are planning even larger capital expenditures for the next five years.

Between Fiscal 2026 and 2030, an estimated 200-250 million tonnes per annum (MTPA) of new grinding capacity is expected
to be added, requiring an investment of approximately 1600-1700 billion. This represents a healthy increase, equivalent to
about 1.2 times the capital expenditure incurred over the previous five-year period.
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The Indian cement sector has demonstrated robust domestic demand growth, registering a healthy ~7% CAGR between
Fiscal 2020 and 2025, even amidst the challenging backdrop of the pandemic. This resilience was predominantly driven by
sustained government focus on infrastructure development and affordable housing initiatives. While Fiscals 2020 and 2021
saw subdued demand due to COVID-induced lockdowns, a significant rebound characterized Fiscals 2022 and 2023, with
demand recovering by 8% and accelerating by ~12% respectively, underpinned by strong traction in rural housing and
infrastructure projects. This growth trajectory continued into Fiscal 2024, recording an 11% YoY increase, boosted by pre-
election spending and sustained infrastructure momentum. However, Fiscal 2025 witnessed a moderation in demand growth
to ~5%, primarily attributable to the general elections and a temporary slowdown in government expenditure, underscoring
the sensitivity of demand to the political and fiscal cycle.
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Over the past five years, the share of the housing and industrial/commercial segments in cement demand has declined, while
the infrastructure sector's share has risen significantly, jumping from 19-21% in Fiscal 2017 to 29-31% in Fiscal 2025,
primarily due to a surge in government capital expenditure. The housing sector's share declined initially due to weak
economic conditions but saw a sharp post-pandemic rebound driven by factors like work-from-home trends and government
schemes like PMAY.
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The Indian cement demand landscape for Fiscals 2026-2030 projects a nuanced shift in segmental contributions. While the
housing segment is expected to remain the largest volume contributor. Concurrently, the infrastructure segment is poised for
substantial expansion, with its share projected to rise to 31-33% by Fiscal 2030. This growth will be vigorously driven by the
central government's intensified focus on flagship schemes like PM Gati Shakti and robust investments across roads,
railways, metros, airports, and irrigation projects.
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Source: JSW Cement RHP, CRISIL report.
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Disclaimer

This communication is being sent by the Investment Advisory Group of HSL IA., registered under SEBI (Investment Advisors)
Regulations, 2013 under the Registration number INAO00011538.

This note has been prepared exclusively for the benefit and internal use of the recipient and does not carry any right of reproduction
or disclosure. Neither this note nor any of its contents maybe used for any other purpose without the prior written consent of HSL
IA, Investment Advisory Group (HSL IA). In preparing this note, we have relied upon and assumed, without any independent
verification, accuracy and completeness of all information available in public domain or from sources considered reliable. This
note contains certain assumptions and views, which HSL |A considers reasonable at this point in time, and which are subject to
change. Computations adopted in this note are indicative and are based on current market prices and general market sentiment.
No representation or warranty is given by HSL |A as to the achievement or reasonableness or completeness of any idea and/or
assumptions. This note does not purport to contain all the information that the recipient may require. Recipients should not construe
any of the contents herein as advice relating to business, financial, legal, taxation, or other matters and they are advised to consult
their own business, financial, legal, taxation and other experts / advisors concerning the company regarding the appropriateness
of investing in any securities or investment strategies discussed or recommended in this note and should understand that
statements regarding future prospects may not be realized. It may be noted that investments in equity and equity-related securities
involve a degree of risk and investors should not invest any funds unless they can afford to take the risk of losing their investment.
Investors are advised to undertake necessary due diligence before making an investment decision. For making an investment
decision, investors must rely on their own examination of the Company including the risks involved. Investors should note that
income from investment in such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Accordingly,
investors may receive back less than originally invested. Neither HSL 1A nor any of its employees shall be liable for any direct,
indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way from the
information contained in this material. This note does not constitute an offer for sale, or an invitation to subscribe for, or purchase
equity shares or other assets or securities of the company and the information contained herein shall not form the basis of any
contract. It is also not meant to be or to constitute any offer for any transaction. HSL |A and its affiliates, officers, directors, key
managerial persons and employees, including persons involved in the preparation or issuance of this material may from time to
time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein. HSL IA may at any
time solicit or provide commercial banking, credit, advisory or other services to the issuer of any security referred to herein.
Accordingly, information may be available to HSL IA, which is not reflected in this material, and HSL IA may have acted upon or
used the information prior to, or immediately following its publication.

HSL IA neither guarantees nor makes any representations or warranties, express or implied, with respect to the fairness,
correctness, accuracy, adequacy, reasonableness, viability for any particular purpose or completeness of the information and
opinions. Further, HSL 1A disclaims all liability in relation to use of data or information used in this report which is sourced from
third parties.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the HSL A
team and all its activities are segregated from HSL IA activities. The proprietary desk operates independently, potentially leading
to investment decisions that may deviate from research views.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton
Greaves, Kanjurmarg (East), Mumbai 400 042 Phone; (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli VV Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No.
POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI Investment
Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Mutual Funds
Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.

Registration granted by SEBI, membership of BASL (in case of 1As) and certification from NISM in no way guarantee performance
of the intermediary or provide any assurance of returns to investors. This information is for educational/information purposes only.
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