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B2C category remains driving force...

Polycab reported a healthy Q3FY21 performance with consolidated topline
and PAT increasing ~12% and 19% YoY, respectively. Growth was largely
driven by B2C category products (~40% of overall topline). The fast moving
electrical goods (FMEG) segment reported healthy growth of 41% YoY to
% ~306 crore while wires & cable business segment growth came in at 11%

YoY to ¥ 2407 crore. On the wires & cable business, while housing wires Particular Amount
continued their strong momentum led by distribution expansion & pick up Market Cap (% Crore) 17,597.5
in renovation works, cable demand remained sluggish owing to lower Total Debt (FY20) R Crore) 152.3
offtake by institutional clients. On the FMEG front, strong revenue growth is Cash & Inv (FY20) X Crore) 276.0
attributable to strong rural demand, better product mix and price hikes EV R Crore) 17,473.8
during the period. According to the management, higher government szweek I'!/L 1326/ 571

. . . N . Equity capital (% Crore) 148.9
expenditure on infrastructure and construction activities would help in Face value (2) 10.0

revival in the cable business going forward while growth momentum of
FMEG business is likely to continue on a low base. On the cost front, the
company witnessed a sharp rise in input prices (in the range of 15-50%),
which was passed through partially. Polycab would take a further price hike
in the coming quarter to pass on inflationary pressure to maintain operating
margins. As on 9MFY21, the balance sheet remained strong with net cash
position at3 1333 crore along with improvement in the working capital cycle.
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In its continuous efforts to increase revenue contribution from FMEG £ 53283 8% =
segment (increased from ~9% in FY20 to ~12% in 9MFY21), the company Polycab Nifty-50

has launched premium brand “Hohm” in top 10 cities in India. The loT based
switches, fans, geysers, lighting products are aspirational products that
would command higher margin than the existing 5% EBIT margin of the
FMEG segment. The company has also received approval to supply its
special cable to defence, railways and electric vehicles.

Cost rationalisation continues, expect margin to stay elevated

While the company faced pressure in gross margin (down ~320 bps YoY),
it witnessed savings in other costs, mainly due to various cost optimisation
measures in 9MFY21. This helped maintain EBITDA margin at the same level
(at ~13%) of Q3FY20. According to the management, Polycab would pass
on inflationary pressure along with cost saving measures in coming
quarters, which would help it to maintain EBITDA margin at ~13% level.

Valuation & Outlook

We believe a revival in the government’s infra spending along with focus on
profitable growth of FMEG business would help improve RoCEs, RoEs, for
the company, going forward. We roll over our valuation on FY23E and
reiterate our BUY recommendation with a revised target price of
¥ 1385/share (earlier TP of ¥ 1040), valuing at 17x FY23E.

Key Financial Summary

Key risk to our call

® We model revenue CAGR of
~11% in wires & cable business
(85% of revenue). Delay in
revival of core business (i.e.
wires & cable) may restrict
topline growth, going forward

® Delay in passing on higher input

price may result in lower

EBITDA margin, going forward

Research Analyst

Sanjay Manyal
sanjay.manyal@icicisecurities.com

Hitesh Taunk
hitesh.taunk@icicisecurities.com
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X Crore FY19 FY20E FY21E FY22E FY23E (CAGR 20-23E)
Net sales 7956.0 8830.0 8551.8 11058.8 12641.3 12.7
EBITDA 923.2 1135.0 1135.7 1426.6 1681.3 14.0
EBITDA Margin(%) 11.6 12.9 13.3 12.9 13.3

Net Profit 500.5 765.6 862.0 1001.0 1186.2 15.7
EPS R) 35.4 51.4 57.9 67.2 79.7

P/E(x) 33.3 23.0 20.4 17.6 14.8

RoE (%) 17.6 20.0 18.1 19.0 20.1

RoCE (%) 28.3 26.5 21.2 24.4 26.2

Source: Company, ICICI Direct Research
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Exhibit 1: Variance Analysis

03FY21 Q3FY20 YoY (%) Q2FY21 QoQ (%) Comments
The B2C business (~40% of revenue) witnessed strong growth
Revenue 2798.8 2507.3 1.6 2113.7 32.4 but B2B business segment (60% of revenue) still faced
headwinds, especially delay in government orders
Other Income 34.5 0.3 NM 32.7 5 Higher other income due to MTM benefits on investments

Sharp rise in input prices and delay in passing of the same

Raw Material E 2119.6 1819.0 16.5 1512.8 40.1
aw iatenal BXp resulted in ~320 bps decline in gross margin

Employee cost 89.6 91.5 -2.0 89.7 -0.1

Adevertisement Exp 37.2 37.6 -1.0 13.4 171.6

Freight and forwarding Exp 52.5 52.6 -0.1 47.2 11.3

Other Expenditure 124.0 167.6 -26.0 138.1 10.2 c\{)a;rtlgus cost optimisation measures resulted in saving in other

Total Expenditure 2423.0 2168.2 11.8 1801.2 34.5

EBITDA 375.8 339.1 10.8 312.5 20.3

EBITDA Margin (%) 13.4 13.5 -10bps 14.8 -136 bps Decline in gross margin offset by saving in other costs

Depreciation 47.8 40.7 17.6 45.6 4.9

Interest 8.8 8.6 2.9 11.4 -22.4

PBT 353.6 290.2 21.9 288.2 22.7

Total Tax 90.5 68.6 32.0 66.4 36.2

PAT 263.6 221.4 19.1 221.6 19.0

Key Metrics*
B2C segment witnessed healthy double digit growth but

Wires & Cables 2,407.3 2,169.6 11.0 1,826.8 31.8 institutional business continues to face headwinds. The base
period also includes order from Dangote

FMEG 305.5 216.6 41.0 244.0 25.2 Increased distribution, price hikes and better mix drive growth

Copper 232.7 0.0 NA 130.3 NA The company has started reported revenue from Ryker from
Q1FY21

Others 795 151.0 47.4 70.9 12.1 Segment perfomance impacted by high base and slow execution

of orders from private sector

Source: Company, ICICI Direct Research, *Including inter segment revenue

Exhibit 2: Change in estimates

[ crore) FY22E FY23E Comments
oid Actual % Chg oid New % Chg

Revenue 10,807.0 11,058.8 23 12,2099 12,641.3 3.5 We tweakour estimates upwards for FY22-22E
considering current quarter's performance

EBITDA 1,318.4 1426.6 8.2 1,575.1 1681.3 6.7

EBITDA Margin (%) 12.2 12.9 70bps 12.9 13.3 40bps Better mix, VF.:II‘IOUS cost optimisation measures likley
to keep margin elevated

PAT 936.4 1001.0 6.9 1108.2 1186.2 7.0

EPS (%) 62.9 67.2 6.9 74.4 79.7 7.1

Source: Company, ICICI Direct Research

Exhibit 3: Assumptions

Current (%) Previous Comments
FY19 FY20E FY21E FY22E FY23E FY22E FY23E
We believe revival in government expenditure would help drive demand of
wires & cable business, going forward
Low base coupled with addition of new dealers would help drive growth in

Wire & Cable 14.0 8.6 (3.0) 22.3 140 22.0

FMEG 346 307 11.0 35.0 25.0 30.0 20.0 FMEG segment
Copper NA 50.0 13.0 50.0 10.0

High-quality broadband services and laying optical fiber cables across the
Others 925 29.8 (50.0) 50.0 25.0 50.0 25.0 nation under Bharat Net project would be key growth driver for project

business

Source: Company, ICICI Direct Research
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Financial story in charts

Exhibit 4: Segment wise revenue contribution in FY16

ICICI Direct Research

Exhibit 5: Segment wise revenue contribution in FY20
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Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

Exhibit 6: Well-spread distribution network Exhibit 7: Export revenue contribution in topline
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Source: Company, ICICI Direct Research

Exhibit 8: Working capital cycle
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Exhibit 9: Return ratio profile
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Exhibit 11: FMEG segment growth trend

Exhibit 10: Wire & cable segment growth trend
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Exhibit 12: Other segment (largely EPC business) growth Ml Exhibit 13: Consolidated revenue growth trend
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Source: Company, ICICI Direct Research

Exhibit 14: Trend of gross margin and EBITDA margin Exhibit 15: PAT growth trend
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Conference call highlights

Wire & cable segment

e A pick-up in private construction and infrastructure activity helped
in the recovery in the wires & cable business. However, there was
slower offtake from government led projects due to funding issues
amid pandemic

e Lower export revenue (down 33%) on account of higher base of
Dangote order (¥ 140 crore in Q3FY21 vs. ¥ 320 crore in Q3FY20).
Excluding that, exports revenue increased 29% YoY supported by
increased demand from Australia, Asia and the UK

e OFC business remained sluggish but special cable business
reported good progress as the company received approval to supply
cable for defence, railways and EVs

e The company expects market share gain from unorganised
segment, going forward

e Revenue contribution ratio between wires & cable was at 40:60

FMEG segment

e There was strong growth in the fan segment. The company gained
leadership position in some geographies

e For H1FY21, revenue increased 5% YoY while EBIT margin was up
~200 bps YoY to 4.7%

e Launch of premium loT based products under the brand name
‘Hohm’, which will be available in top 10 cities. All products would
be manufactured in-house

EPC segment

e There was sharp revenue decline of 47% YoY on account of higher
base

e Annual sustainable operating margin in this business is expected to
be in high single digits over the medium to long term

Others

e B2C contribution in topline increased to 40% (from earlier 30%)

o Ryker plant will be largely utilised for in-house consumption and
sales would largely be limited to left over capacity

e Sharp rise in input prices (copper, aluminium, steel and PVC prices
increased 15%-50%). Calibrated price action taken by the company
is expected to offset the price increase

e The company will pass on the entire price rise in future, helping
maintain margin. However, increasing margin from FMEG segments
would help drive overall EBITDA margin

e Project Udaan (cost saving measures) is progressing well. The
company may have witnessed significant saving on the operating
costs front in the near future. On an annualised basis, the company
expects ~11-13% of EBITDA margin

e The company has a total dealer network of ~4000 (2000+ exclusive
for FMEG) with ~151000 retail touch points. The focus is to increase
the reach in semi urban and rural India where Polycab has a limited
reach. Over the years, the company’s exposure to metro cities has
reduced from 60% to 45%

e (Cash flow from operation increased to ¥ 1546 crore in 9MFY21
compared ¥ 543 crore in 9MFY20. The company’s net cash position
as on December 2020 increased to ¥ 1333 crore vs. ¥ 640 crore in
December 2019

ICICI Securities | Retail Research 5
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Financial summary

Profit and loss statement < crore
(Year-end March) FY20 FY21E FY22E FY23E
Revenue 8,830.0 8,551.8 11,058.8 12,641.3
Growth (%) 11.0 -3.2 29.3 14.3
Raw material expens 5,626.6 5,473.1 6,989.2 7,964.0
Employee expenses 365.7 352.3 420.2 493.0
Advertisement & Pror 108.7 94.1 132.7 151.7
warding expenses 189.7 188.1 232.2 265.5
Other expenses 662.2 521.7 774.1 884.9
Total Operating Exp 7,694.9 7,416.1 9,632.3 10,960.0
EBITDA 1,135.0 1,135.7 1,426.6 1,681.3
Growth (%) 22.9 0.1 25.6 17.9
Depreciation 160.9 179.6 201.3 230.1
Interest 49.5 45.9 38.6 32.6
Other Income 92.8 111.2 132.7 164.3
PBT 1,017.4 1,031.1 1,319.4 1,583.0
Total Tax 244.4 166.1 316.7 395.7
PAT 765.6 862.0 1,001.0 1,186.2
Source: Company, ICICI Direct Research

Exhibit 17: Balance sheet < crore
(Year-end March) FY20 FY21E FY22E FY23E
Liabilities

Equity Capital 148.9 148.9 148.9 148.9
Reserve and Surplus 3,682.1 4,557.5 5111.9 5,762.1
Total Shareholders funds 3,831.0 4,706.4 5,260.7 5,911.0
Total Debt 152.3 272.3 242.3 192.3
Other non current liabilities 49.6 51.6 56.6 61.6
Total Liabilities 4,032.9 5,030.3 5,559.6 6,164.9
Assets

Gross Block 2,093.1 2,273.1 2,523.1 2,873.1
Less: Acc Depreciation 671.2 850.8 1,052.1 1,282.1
Total Fixed Assets 1,663.1 1,663.5 1,7112.3 1,832.2
Investments 40.0 40.0 360.0 830.0
Inventory 1,925.0 2,624.1 2,726.8 3,117.0
Debtors 1,599.7 1,757.2 2,120.9 2,078.0
Loans and Advances 29.8 28.8 31.3 42.6
Other CA 345.6 334.7 432.8 494.7
Cash 276.0 465.6 41.2 412.2
Total Current Assets 4,176.0 52105 5,789.0 6,144.6
Creditors 1,353.7 1,405.8 1,666.4 1,904.9
Provisions 49.4 51.3 60.8 69.5
Other CL 520.2 503.8 651.5 744.7
Total Current Liabilities 1,923.3 1,960.9 2,378.7 2,719.1
Net current assets 2,252.7 3,249.6 3,410.3 3,425.6
Other non current assets 771 771 771 771
Total Assets 4,032.9 5,030.3 5,559.6 6,164.9

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research
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Exhibit 16: Cash flow statement I crore

(Year-end March)

Profit after Tax

Add: Depreciation

(Inc)/dec in Current Assets
Inc/(dec) in CL and Provisions
Others

CF from operating activities
(Inc)/dec in Investments
(Inc)/dec in Fixed Assets
Others

CF from investing activities
Issue/(Buy back) of Equity
Inc/(dec) in loan funds
Dividend paid & dividend tax
Others

CF from financing activities
Net Cash flow

Opening Cash

Closing Cash

FY20
765.6
160.9
-152.3
-608.8
49.5
214.9
-40.0
-355.4
9.7
-385.8
1.7
-39.7
-104.5
265.8
129.2
-41.6
317.6
276.0

FY21E
862.0
179.6

-844.9

37.6
45.9
280.2
0.0
-180.0
2.0
-178.0
0.0
120.0
-11.5
38.9
87.4
189.7
276.0
465.6

FY22E
1001.0
201.3
-573.0
417.8
38.6
1085.7
-320.0
-250.0
5.0
-565.0
0.0
-30.0
-446.6
-38.6
-515.2
5.5
465.6
41.2

FY23E
1186.2
230.1
-414.6
340.4
32.6
1374.6
-470.0
-350.0

471.2
412.2

Source: Company, ICICI Direct Research

Exhibit 18: Key ratios

(Year-end March) FY20 FY21E FY22E FY23E
Per share data (%)
EPS 51.4 57.9 67.2 79.7
Cash EPS 62.2 70.0 80.8 95.1
BV 251.3 316.1 353.4 397.0
DPS 7.0 4.8 30.0 36.0
Operating Ratios (%)
EBITDA Margin 12.9 13.3 12.9 13.3
PAT Margin 8.7 10.0 9.1 9.4
Asset Turnover 4.2 3.8 4.4 4.4
Inventory Days 79.6 112.0 90.0 90.0
Debtor Days 66.1 75.0 70.0 60.0
Creditor Days 56.0 60.0 55.0 55.0
Return Ratios (%)
RoE 20.0 18.1 19.0 20.1
RoCE 26.5 21.2 24.4 26.2
RolC 24.7 20.2 24.1 217.0
Valuation Ratios (x)
P/E 23.0 20.4 17.6 14.8
EV / EBITDA 15.4 15.3 11.9 9.8
EV / Net Sales 2.0 2.0 1.5 1.3
Market Cap / Sales 2.0 2.1 1.6 1.4
Price to Book Value 4.6 3.7 3.3 3.0
Solvency Ratios
Debt / Equity 0.0 0.1 0.0 0.0
Current Ratio 2.8 3.3 3.1 2.9
Quick Ratio 1.4 1.5 1.5 1.3
Source: Company, ICICI Direct Research
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Exhibit 19: ICICI Direct Coverage Universe (Consumer Discretionary)

Sector / Compan cmP M Cap EPS ) P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)
- ®) TPR) Rating (Cr) FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E
Asian Paints (ASIPAI) 2,436 3,010 Hold 233612 328 399 463 742 61.0 526 527 438 37.5 267 286 285 31.1 334 34.0

Astral Polytecnik (ASTPOL) 1,656 1,260  Hold 24,950 20.7 255 278 79.9 65.0 59.6 41.8 358 33.1 223 245 241 173 191 18.6
Amber Enterprises (AMBEN 2,560 2,830 Buy 8,050 23.7 751 90.0 1079 341 284 358 159 132 72 170 178 53 143 147
Bajaj Electricals (BAJELE) 730 585 Buy 8299 11.8 171 230 NM 428 317 263 202 159 10.8 147 186 83 13.0 154

Berger Paints (BERPAI) 732 675 Hod 71,092 78 97 11.7 941 758 623 603 50.8 43.0 269 303 340 238 257 279
Crompton Greaves(CROGR) 428 480 Buy 2683 79 95 120 53.8 449 356 376 31.9 258 31.1 348 41.1 274 284 321
EPL (ESSPRO) 250 280  Hold 7,888 80 89 112 31.1 280 224 13.0 123 103 187 187 21.2 160 156 17.4

Havells India (HAVIND) 1,116 1,255 Hold 69,627 16.1 17.8 229 69.4 627 487 458 41.2 325 237 255 30.8 206 21.2 257
Kansai Nerolac (KANNER) 575 605 Buy 30,988 10.3 120 140 56.0 477 411 364 321 279 184 196 205 143 151 157
Pidilite Industries (PIDIND) 1,712 1,850 Buy 86,93 227 278 31.9 756 61.6 53.7 550 453 36.1 282 309 31.6 232 249 253

Polycab India (POLI) 1,182 1,385 Buy 17,597 579 67.2 79.7 204 176 148 153 11.9 98 21.2 244 262 181 19.0 20.1
Supreme Indus (SUPIND) 1,780 2,010 Buy 22,611 622 500 580 286 356 307 195 214 186 273 21.7 232 284 204 209
Symphony (SYMLIM) 1,032 1,090  Hold 7,220 131 298 400 785 347 258 61.3 26.7 197 16.7 357 418 17.1 341 387
Time Techno (TIMTEC) 51 43 Hold 1,153 75 40 91 68 128 56 31 43 28 125 80 132 93 50 107
V-Guard Ind (VGUARD) 226 210 Buy 9679 37 53 6.2 61.3 425 364 345 254 216 201 253 269 151 195 208
Voltas Ltd (VOLTAS) 913 845 Hold 30,196 123 226 29.8 742 404 30.7 57.7 31.1 252 128 201 21.9 91 153 175

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 7
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
ICICI direct u,\x::} INO 1 ‘
In.cu«vvrvu'o‘::rul Fingertips | BHQE{ER \ ;
ICICI Securities Ltd. FISTARMINE ¥ 1
‘ @l‘;‘awst»\-.wa'd 2012 A/
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

|/We, Sanjay Manyal, MBA (Finance) and Hitesh Taunk, MBA (Finance) Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this
research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the
specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in
the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI
Securities Limited is a SEBI registered Research Analyst with SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance,
general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on www .icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons
reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
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