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Quarterly Result Highlights Important Statistics
> Broad based topline growth with demand recovery; Cost inflation MCAP (Zbn) 343.16
impacted margins — Polycab witnessed broad based growth across 52-week H/L () 2,647/900
segments and markets with revenue growth of 48% YoY ending the first half NSE Code POLYCAB
year with a 62% YoY growth to %31.3bn. This was on the back of strong BSE Code 542652

demand recovery across product categories. Margins were affected in this
quarter due to continued raw material price inflation and higher logistical
costs offset by favorable operating leverage. Inflation in raw materials was in
mid-single digits whereas blended price hike was low single digits. Gross
margin contracted 690bps YoY at 21.5%. EBITDA margin was at 9.7% down
by 514bps YoY leading to EBITDA at ¥3bn v/s %3.1bn last year. The Wires &  Revenue 79,856 88,300 89,265 50,093
Cables business witnessed a sequential and YoY growth of ~61% and ~44% Wires and 69295 75898 76,035 42,250

respectively generating revenue of 26.28bn. This was more of a value 5/‘:1‘77/,?5

Financials

(T mn)
Particulars FY19 FY20 FY21  1HFY22

growth for the business rather than volume led by rising prices. The wires &  Revenue ) G G &l
cables business earned EBIT margins of around 8.8% as compared to 13.9% FMEG 6,433 8536 10,341 5348
in Q2FY21 and 6.6% in Q1FY22. Wires & cables both witnessed a uniform % of 8.1 9.7 11.6 107
growth; however, cables continued to witness higher competitive intensity ~ Revere
) : - ; . EBITDA 9,528 11,350 11,670 4,422
due to slightly suboptimal demand environment. While the domestic e
distribution driven business sustained its healthy growth momentum, the  wargin (%) 11.9 12.9 12.9 88
Institutional business continues to remain subdued. Favorable reforms Net Profit 5,003 7,590 8,820 2,719
focused on higher investments in infra and construction projects will aid  gps (z) 33.6 50.9 59.2 18,2
demand over the near to medium term. Export contribution further increased P/E (x) 68.4 44.7 38.9
to 8% from 6% of the total revenues sequentially led by 12% YoY growth in = gy/eBITDA
23.1 23.1 27.7
Q2FY22. (x)
] ) ] P/BV (x) 11.4 8.9 7.2
> FMEG segment — The FMEG business recovered this quarter with ROE (%) o5 2.9 20.2
improvement in the demand scenario. The segments revenue grew by 40.6% i i i
RoCE (%) 20.0 233 20.7

YoY/78.7% QoQ to X3.43bn. The growth was more balanced with both value
and volume growth. EBIT margin at 1248bps improved QoQ on account of Source: Company, Way2Wealth
improved operating leverage, pricing actions and premiumisation from a loss

of 143mn in last quarter to profit of ¥172mn. However, on YoY basis the Shareholding pattern (%) Sep’21
margins contracted to 5% from 7.5% mainly led by rise in A&P spends and Promoter 68.4
input cost inflation. Raw Material price increases in the FMEG segment have DII 8.6
completely been passed on; new capacity of fans will be operational in current FII 7.0
year, will help company become 3rd largest player. Seasonality factor has Public &Others 16.0

affected the performance of Fans business while Lights, Switches, Conduit
Pipes and Pumps business posted healthy growth. Other businesses including
Switchgears, Solar and Water heaters were about 2x on last year’s base.
Polycab saw good market share gains across category, will focus on
aggressive market share gain as opposed to margin improvement. As per the
management In W&C, channel financing was ~60-70% whereas in FMEG
channel financing is ~35%, which will be 50% by the end of FY22. Secondary
sales tracking has improved to 60% in B2B segment and 40% in B2C segment
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> Business Outlook — Secondary sales tracking has improved to 60% in B2B
segment and 40% in B2C segment. The acquisition of Silvan innovation labs
and a growing e-commerce channel will help the company improve its
premiumisation in B2C businesses. Management guided for EBITDA margins
at the lower end of 11-13% in 2HFY22 due to RM inflation. It expects 10-12%
EBIT margins in FMEG over next four years.
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Polycab has grown its revenues both sequentially and year on year with all the
businesses contributing positively. The wires & cables business is growing
constantly on the back of strong distribution network and increase in B2C revenues.
The FMEG business is also scaling up quickly with expanding distribution reach
underpinned by strategic interventions, and improving demand environment. Input
cost pressure has affected the company’s margins this quarter which will result in
full year lower margin for the company. The management expects to end the year
with @ margin in range of 10-11% as compared to 13%. Even though Polycab’s
main priority for this year will be on gaining more market share, the company will
maintain a fine balance between growth and margins. The FMEG margins are
expected to expand throughout the year with increasing focus on premiumisation.
The new Fans manufacturing plant will get commissioned in current year resulting
in higher growth. We expect the second half of the current year to witness higher
growth in both topline and bottomline. Hence, we continue to maintain our
POSITIVE stance on the stock (P/E32x FY23E EPS of I78), as in the medium
to long term, its product categories (current and planned), strong business model,
superior reach, brand recall, balance sheet and a shrinking unorganised market
offer investors comfort especially in a competitive economic environment to deliver
strong performance even though in the short term, raw material is likely to depress
the margins.
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Financial Performance
(¥ mn)
Particulars Q2FY22 Q2FY21 YoY (%) Q1FY21 QoQ (%) 1HFY22 1HFY21 YoY (%)
Revenue 31,288 21,137 48.0 18,805 66.4 50,093 30,903 62.1
Operating Exps 24,554 15,128 62.3 14,399 70.5 38,953 22,225 75.3
% of Sales 78.5 71.6 76.6 77.8 71.9
Gross Profit 6,735 6,009 12.1 4,406 52.8 11,141 8,677 28.4
% of Sales 21.5 28.4 23.4 222 28.1
Employee Cost 1,071 897 19.5 959 11.8 2,030 1,710 18.7
% of Sales 3.4 4.2 5.1 4.1 55
Other Expenses 2,635 1,987 32.6 2,054 28.3 4,689 3,268 43.5
% of Sales 84 9.4 10.9 9.4 10.6
EBITDA 3,028 3,125 (3.1) 1,393 117.3 4,422 3,700 19.5
% EBITDA Margin 9.7 14.8 (511) 7.4 227 8.8 12.0 (314) 2
Other Income 264 327 (19.3) 253 4.4 517 664 (22.1) N
Depreciation 538 456 17.9 521 3.2 1059 899 17.8 2
EBIT 2,755 2,996 (8.1) 1,125 144.9 3,880 3,464 12.0
Interest 88 114 (22.6) 122 (27.4) 210 277 (24.2) :
PBT 2,666 2,882 (7.5) 1,003 165.7 3,670 3,285 11.7 m::_
Tax 658 664 (0.9 229 186.9 887 (120) 836.6 ct
JV/ Associates 3) -3 2.0 (21) (85.7) (24) (14) 70.9 g
Non-Controlling Interest 26 10 159.5 13 103.6 39 9.6 306.0 c
Net Profit 1,979 2,205 (10.2) 740 167.5 2,719 3,382 (19.6) $
EPS R) 13.3 14.8 (10.4) 5.0 167.0 18.2 22.7 (19.7) 1
Source: Company, Way2Wealth >
Segmental Performance ‘8
(Zmn) F','
Revenue Q2FY22 Q2FY21 YoY (%) Q1FY21 QoQ (%) 1HFY22 1HFY21 YoY (%) ~
Wires & Cables 26,281 18,268 43.9 16,269 61.5 42,550 26,521 60.4 g
FMEG 3,429 2,440 40.6 1,919 78.7 5,348 3,818 40.1 -
Copper 2,262 1,303 73.5 667 239.3 2,929 1,453 101.5 %
Others 950 709 34.0 718 32.4 1,668 1,243 34.2 ()
Inter-segment (1,477) (1,342) 10.1 (640) 130.8 (2,117) (1,766) 19.9 Ql_
TOTAL 31,445 21,379 47.1 18,933 66.1 50,378 31,268 61.1 2'
EBIT (Rmn) D
Wires & Cables 2,305 2,541 (9.3) 1,073 114.7 3,379 2,785 21.3
EBIT Margin (%) 88 13.9 (514) 6.6 217 7.9 10.5 (256)
FMEG 172 196 (12.3) (143) 220.0 29 141 (79.6)
EBIT Margin (%) 5.0 8.0 (303) (7.5) 1,248 0.5 3.7 (315)
Copper 68 123 (44.8) 44 53.5 112 121 (7.0)
EBIT Margin (%) 3.0 9.4 (644) 6.6 (363) 3.8 8.3 (447)
Others 157 100.15 57.2 76 106.4 234 172 36.0
EBIT Margin (%) 16.6 14.1 245 10.6 594 14.0 13.8 19
Inter-segment (55) (50) 10.0 (51) 6.7 (106) (52)
TOTAL 2,648 2,911 (9.0) 1,000 164.9 3,647 3,166 15.2
EBIT Margin (% ) 8.4 13.6 5.3 7.2 10.1

Source: Company, Way2Wealth
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Particulars FY18 FY19 FY20 FY21  1HFY22  1HFY21  YoY (%)
Revenue 67,703 79,856 88,300 89,265 50,093 30,903 62.1
Wires and Cables 62,423 69,295 75,192 76,035 42,550 26,521 60.4
% of Revenue 9.2 86.8 85.2 85.2 84.9 85.8
FMEG 4,853 6,433 8,536 10,341 5,348 3,818 40.1
% of Revenue 7.2 8.1 9.7 11.6 10.7 124
EBITDA 7,289 9,528 11,350 11,670 4,422 3,700 19.5
EBITDA Margin (%) 10.8 11.9 12.9 13.1 8.8 120
Net Profit 3,586 5,003 7,590 8,820 2,719 3,382 (19.6)

EPS ]) 24.1 33.6 50.9 59.2 18.2 22.7

Source: Company, Way2Wealth
(T mn)

Particulars FY18 FY19 FY20 FY21 FY22E FY23E <
Revenue 67,703 79,856 88,300 89,265 117,321 132,365 N
% YoY Growth 10.6 18.0 106 11 31.4 12.8 <
Wires and Cables 62,423 69,295 75,192 76,035 97,963 112,113 -
% of Revenue 9.2 86.8 85.2 85.2 83.5 84.7 vo
% YoY Growth 11.3 11.0 85 1.1 28.8 14.4 =)
FMEG 4,853 6,433 8,536 10,341 15,369 20,119 5
% of Revenue 7.2 8.1 9.7 11.6 13.1 152 o
% YoY Growth 43.4 326 327 21.2 48.6 30.9 S
EBITDA 7,289 9,528 11,350 11,670 13,378 16,548 ]
EBITDA Margin (%) 10.8 11.9 12.9 13.1 11.4 12.5 1
% YoY Growth 51.9 30.7 19.1 2.8 14.6 23.7 >
Net Profit 3,586 5,003 7,656 8,820 8,965 11,657 fo)
% YoY Growth 54.2 39.5 53.0 152 1.6 30.0 c
EPS (3) 24.1 33.6 51.4 59.2 60.1 78.2 0
P/E (x) 95.4 68.4 44.7 38.9 38.2 29.4 ~
EV/EBITDA (x) 2.7 23.1 23.1 27.7 23.1 18.2 ;E
P/BV (x) 13.8 11.4 8.9 7.2 6.3 5.4 2
ROE (%) 16.5 19.3 22.9 20.2 21.1 23.2 o
ROCE (%) 15.0 20.0 23.3 20.7 21.7 24.6 D
Tnventory Days 94 o1 80 81 91 88 2]
Debtor Days 69 67 66 64 65 64 <
Creditors Days 68 69 56 55 55 59 M

Source: Company, Way2Wealth
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Disclaimer

Analyst Certification: |, Jayakanth Kasthuri, the research analyst and author of this report, hereby certify that the views expressed in this research
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence
and objectivity in making any recommendations.

It is confirmed that Jayakanth Kasthuri, the author of this report has not received any compensation from the companies mentioned in the report in
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect,
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information
contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or
product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor
appropriate for every individual and are solely for the informational purposes of the readers.This material does not take into account the specific
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time.
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may
be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves
about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties,
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a
particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions
in it. Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from
any inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations. In no event
shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost
profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but
are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable
political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an
offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of
this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have
interest in securities / positions, financial or otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement Polycab India Ltd. as on 27 October 2021
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Name of the Security Polycab India Ltd
Name of the analyst Jayakanth Kasthuri
Analysts’ ownership of any stock related to the information NIL

contained

Financial Interest

Analyst : No

Analyst’s Relative : Yes / No No

Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No

Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL

Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.

Way2Wealth Way2Wealth Brokers Pvt. Ltd. (CIN U67120KA2000PTC027628) SEBI Rgn. No. : INH200008705.

Research Registered Office: Rukmini Towers, 3*& 4™ Floor, # 3/1, Platform Road, Sheshadripuram, Bangalore - 560 020,
Website: www.way2wealth.com Email: research@way2wealth.comWay2wealth Research is also available on Bloomberg WTWL<GO>



mailto:research@way2wealth.com
https://www.way2wealth.com/

