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Rating: HOLD | CMP: Rs1,912 | TP: Rs1,977 

RM volatility impact margins; Hold 

Quick Pointers: 

 Insufficient price hike (high single digit against early teen RM inflation) 

impacted margins 

 Maintain high single digit FMEG margin guidance in 2 years  

We cut our FY22 / FY23 earnings by 4.9% / 1% and downgrade the stock to 

Hold given 1) margin pressures on account of volatile RM prices and 2) slow 

pace of recovery within institutional portfolio. 

We remain structurally positive on longer terms prospects given 1) steady 

increase in B2C mix 2) pick up in renovation/ construction activities 3) 

sustained investments in brand building 4) gains from unorganized sector 

and 5) acquisition of Silvan Technologies and launch of IOT based ECD brand 

HOHM. We estimate Sales/ PAT CAGR of 22.5%/ 24.9% over FY21-23E. We 

value the stock on SOTP basis and arrive at a target price of Rs1,977 (derived 

PE of 22.8x Jun23 EPS; W&C/ FMEG valued at 24x/ 30x). However, given the 

sharp re-rating in the past 12 months’ we expect returns to be back ended. 

Downgrade to Hold. 

Sales grew by 92.6%, Adj PAT up by 3.1x: Revenue grew by 92.6% YoY to 

Rs18.8bn with W&C sales up by 99.9% while FMEG sales grew by 39.2%. Gross 

margins contracted by 390bps YoY to 23.4%. EBITDA grew by 142.4% YoY to 

Rs1.4bn while margins expanded by 150bps YoY to 7.4%. Other 

expenses/employee cost (as a % of sales) were down by 170bps/ 320bps YoY, 

while ad spends were up 10bps YoY. Adj PAT grew by 3.1x YoY to Rs740mn. 

W&C/ FMEG sales up 99.9%/ 39.2%: Wires & Cables (W&C) Revenues/EBIT grew 

by 99.9%/ 4.3x YoY to Rs15.9bn/ Rs1bn; margins expanded by 350bps YoY to 

6.6%. FMEG Revenues grew by 39.2% to Rs1.9bn; loss expanded YoY to 

Rs143mn vs Rs56mn while margins stood at -7.5% vs -4%. Others (EPC) 

Revenues grew by 19.5% YoY to Rs575mn. EBIT declined by 6.1% YoY to 

Rs65mn; margins contracted by 310bps to 11.3%. Copper Revenues grew by 6.1x 

YoY to Rs577mn. EBIT stood at Rs38mn with margins of 6.6% (vs -1.7%). 

Concall Takeaways: 1) Institutional business grew 2x on a low base. However, still 

remains below pre-covid levels due to lower large projects. 2) Only high single digit 

price hikes against RM inflation of early teens led to W&C margin pressure 3) FMEG 

losses widened due to negative operating leverage, employee increments and 

higher A&P spends. Mantain high single digit margin guidance in 2 years.  4) 

Premium fans contribute high teens of overall fans sales. Looking to augment 

capacity in Roorkee facility while adding new capacity in Halol 5) Inventory levels 

remain on higher side due to softening fo RM prices in June impacting primary sales 

and build up in anticipation of good demand environment. 6) Receivables look lower 

due to low sales coupled with continued collections. Not sustainable at these levels. 

7) Channel financing coverage – W&C 65-70%/ FMEG 25-30% 
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☑ Change in Estimates | ☑ Target | ☑ Reco 

Change in Estimates 

                               Current           Previous 

 FY22E FY23E FY22E FY23E 

Rating  HOLD  BUY 

Target Price  1,977  1,927 

Sales (Rs. m) 1,15,980 1,33,948 1,16,148 1,34,117 

     % Chng.  (0.1)  (0.1)   

EBITDA (Rs. m) 14,339 17,728 14,901 17,801 

     % Chng.  (3.8)  (0.4)   

EPS (Rs.) 63.5 80.8 66.8 81.6 

     % Chng.  (4.9)  (0.9)   

Key Financials - Consolidated 

Y/e Mar       FY20 FY21 FY22E FY23E 

Sales (Rs. m)  88,300  89,265 1,15,980 1,33,948 

EBITDA (Rs. m)  11,350  11,670  14,339  17,728 

  Margin (%)  12.9  13.1  12.4  13.2 

PAT (Rs. m)  7,591  7,724  9,469  12,050 

EPS (Rs.)  51.0  51.8  63.5  80.8 

  Gr. (%)  44.1  1.6  22.6  27.3 

DPS (Rs.)  7.0  10.0  13.0  16.0 

   Yield (%)  0.4  0.5  0.7  0.8 

RoE (%)  22.7  18.0  18.4  19.9 

RoCE (%)  30.5  24.9  24.7  26.9 

EV/Sales (x)  3.2  3.1  2.4  2.0 

EV/EBITDA (x)  24.9  23.6  19.3  15.2 

PE (x)  37.5  36.9  30.1  23.7 

P/BV (x)  7.4  6.0  5.1  4.3 

Key Data  POLC.BO | POLYCAB IN 

52-W High / Low Rs.2,034 /  Rs.795 

Sensex / Nifty 52,837 / 15,824 

Market Cap Rs.285bn/ $ 3,830m 

Shares Outstanding 149m 

3M Avg. Daily Value Rs.1239.3m 

Shareholding Pattern (%) 

Promoter’s 68.40  

Foreign 6.51  

Domestic Institution 8.66  

Public & Others 16.43 

Promoter Pledge (Rs bn) -  

Stock Performance (%) 

 1M 6M 12M 

Absolute (1.5) 49.5 132.2 

Relative (2.0) 40.4 66.7 
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 Q1FY22 Result Overview (Rs mn): Sales grew by 92.6% YoY; Adj PAT grew by 209.1% YoY 

Y/e March Q1FY22 Q1FY21 YoY gr. (%) Q4FY21 FY21 FY20 YoY gr. (%) 

Net Sales 18,805 9,766 92.6 30,374 89,265 88,300 1.1 

Operating & Manufacturing Expenses 14,399 7,097 102.9 22,644 66,065 63,686 3.7 

 % of Net Sales 76.6 72.7  74.5 74.0 72.1  

Gross Profit 4,406 2,669 65.1 7,731 23,200 24,613 -5.7 

 % of Net Sales 23.4 27.3  25.5 26.0 27.9  

Personnel Cost 959 812 18.0 997 3,604 3,657 -1.5 

 % of Net Sales 5.1 8.3  3.3 4.0 4.1  

Other Expenses 2,054 1,282 60.3 2,521 7,926 9,606 -17.5 

 % of Net Sales 10.9 13.1  8.3 8.9 10.9  

Total Expenditure 17,412 9,191 89.4 26,162 77,595 76,949 0.8 

EBITDA  1,393 575 142.4 4,213 11,670 11,350 2.8 

 Margin (%) 7.4 5.9  13.9 13.1 12.9  

Other income 253 336 -24.8 274 1,282 928 38.2 

Depreciation 521 443 17.8 489 1,866 1,609 16.0 

EBIT 1,125 468 140.2 3,997 11,086 10,669 3.9 

Interest 122 163 -25.4 166 531 495 7.3 

PBT before exceptional item 1,003 305 228.6 3,831 10,555 10,174 3.7 

Total Taxes 229 55 318.3 1,006 2,630 2,444 7.6 

 ETR (%)      22.9       18.0        26.3               24.9               24.0   

PBT before JV/Associates/Minority share 774 251 209.0 2,825 7,925 7,730 2.5 

Share of JV/Associates  -21 -12   7 -2 -74   

Non-controlling Interest 13 0   17 38 66   

Adj. PAT 740 239 209.1 2,814 7,884 7,591 3.9 

Exceptional Item 0 937  0 937 0  

PAT 740 1,176 -37.1 2,814 8,821 7,591 16.2 

Source: Company, PL 

 Segmental Breakup (Rs mn): W&C/FMEG revenues grew by 99.9%/ 39.2% YoY; FMEG margins contract  

Y/e March Q1FY22 Q1FY21 YoY gr. (%) Q4FY21 FY21 FY20 YoY gr. (%) 

Revenues              

Wires & Cables 15,862 7,935 99.9 24,876 72,921 75,192 -3.0 

FMEG 1,919 1,378 39.2 3,468 10,341 8,356 23.8 

Copper 577 95 506.9 1,420 4,332 0 NA 

Others 575 481 19.5 768 2,444 5,230 -53.3 

Total 18,933 9,889 91.4 30,532 90,038 88,778 1.4 

        

EBIT         

Wires & Cables    1,040            243  327.3    3,324              9,164              9,255  -1.0 

 EBIT margin (%) 6.6 3.1  13.4 12.6 12.3  

FMEG      (143) (56) NA       244                 566  168 236.3 

 EBIT margin (%) -7.5 -4.0  7.0 5.5 2.0  

Copper         38  -2 NA       168                 455  0 NA 

 EBIT margin (%) 6.6 -1.7  11.8 10.5 NA  

Others         65  69 NA       145                 393  797 -50.8 

 EBIT margin (%) 11.3 14.4  18.9 16.1 15.2  

Total EBIT    1,000  255 291.3    3,881            10,577  10,220 3.5 

 EBIT margin (%) 5.3 2.6  12.7 11.7 11.5  

Source: Company, PL 
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 SOTP: Implied PE of 22.8x Jun23 earnings  

Jun23 Basis Multiple EPS Value (Rs) Value % 

Wires & Cables P/E 24 71.4 1715 87% 

FMEG P/E 30 6.9 207 10% 

Copper P/E 10 3.6 36 2% 

Others (EPC) P/E 10 1.9 19 1% 

Target Price    1977 100% 

Implied P/E  22.8    
 

Source: PL 

 Polycab is trading at 6% discount to its peak 1yr forward multiple  
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  Financials 
 

Income Statement (Rs m) 

Y/e Mar    FY20 FY21 FY22E FY23E 

Net Revenues  88,300  89,265  1,15,980  1,33,948 

   YoY gr. (%)  10.6  1.1  29.9  15.5 

Cost of Goods Sold  63,686  66,065  86,077  97,752 

Gross Profit  24,613  23,200  29,902  36,196 

   Margin (%)  27.9  26.0  25.8  27.0 

Employee Cost  3,657  3,604  4,291  5,090 

Other Expenses  4,183  3,422  5,009  5,810 

                          

EBITDA  11,350  11,670  14,339  17,728 

   YoY gr. (%)  19.1  2.8  22.9  23.6 

   Margin (%)  12.9  13.1  12.4  13.2 

                          

Depreciation and Amortization  1,609  1,866  2,164  2,328 

                          

EBIT  9,741  9,804  12,175  15,400 

  Margin (%)  11.0  11.0  10.5  11.5 

                          

Net Interest   495  531  462  520 

Other Income  928  1,282  1,019  1,307 

                          

Profit Before Tax  10,174  10,555  12,732  16,187 

   Margin (%)  11.5  11.8  11.0  12.1 

                          

Total  Tax  2,444  2,791  3,209  4,079 

   Effective tax rate (%)  24.0  26.4  25.2  25.2 

                          

Profit after tax  7,730  7,764  9,524  12,108 

Minority interest  66  38  50  52 

Share Profit from Associate (74) (2) (5) (6) 

                          

Adjusted PAT  7,591  7,724  9,469  12,050 

   YoY gr. (%)  51.9  1.8  22.6  27.3 

   Margin (%)  8.6  8.7  8.2  9.0 

Extra Ord. Income / (Exp)  -   1,097  -   -  

                          

Reported PAT  7,591  8,821  9,469  12,050 

  YoY gr. (%)  51.9  16.2  7.3  27.3 

  Margin (%)  8.6  9.9  8.2  9.0 

                          

Other Comprehensive Income  -   -   -   -  

Total Comprehensive Income  7,591  8,821  9,469  12,050 

Equity Shares O/s (m)  149  149  149  149 

EPS (Rs)  51.0  51.8  63.5  80.8 

Source: Company Data, PL Research 

 

 

 

 
 

Balance Sheet Abstract (Rs m) 

  Y/e Mar    FY20 FY21 FY22E FY23E 

Non-Current Assets                         

                          

Gross Block  24,642  30,944  33,532  36,652 

  Tangibles  24,472  30,712  33,270  36,359 

  Intangibles  170  233  263  293 

                          

Acc: Dep / Amortization  10,422  12,271  14,264  16,444 

  Tangibles  10,269  12,109  14,082  16,240 

  Intangibles  153  162  181  204 

                          

Net fixed assets  14,220  18,673  19,269  20,208 

  Tangibles  14,203  18,602  19,187  20,119 

  Intangibles  17  71  81  89 

                          

Capital Work In Progress  2,412  991  1,500  1,500 

Goodwill  -   23  23  23 

Non-Current Investments  1,983  2,017  2,033  1,894 

Net Deferred tax assets (165) (418) (545) (707) 

Other Non-Current Assets  492  717  826  834 

                          

Current Assets                         

  Investments  400  6,231  6,331  10,331 

  Inventories  19,250  19,879  25,420  28,992 

  Trade receivables  14,336  14,358  19,065  21,285 

  Cash & Bank Balance  2,813  5,313  3,941  5,961 

  Other Current Assets  2,014  1,563  1,740  2,009 

Total Assets  59,616  70,147  80,903  93,883 

                          

Equity                         

  Equity Share Capital  1,489  1,491  1,491  1,491 

  Other Equity  36,875  46,048  54,025  64,137 

Total Networth  38,364  47,539  55,516  65,628 

                          

Non-Current Liabilities                         

  Long Term borrowings  107  1,037  617  197 

  Provisions  256  251  232  241 

  Other non current liabilities  171  341  341  341 

                          

Current Liabilities                         

  ST Debt / Current of LT Debt  1,115  890  1,160  1,206 

  Trade payables  13,537  13,480  16,744  19,015 

  Other current liabilities  5,440  5,776  5,220  5,924 

Total Equity & Liabilities  59,616  70,147  80,903  93,883 

Source: Company Data, PL Research 
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Cash Flow (Rs m)     

Y/e Mar    FY20 FY21 FY22E FY23E Year 

PBT  10,100  10,552  12,727  16,182  

 Add. Depreciation  1,609  1,866  2,164  2,328  

 Add. Interest   495  531  462  520  

Less Financial Other Income  928  1,282  1,019  1,307  

 Add. Other (524) (616) (744) (829)  

Op. profit before WC changes  11,680  12,333  14,610  18,201  

Net Changes-WC (6,224)  2,458 (8,078) (3,008)  

Direct tax (3,012) (2,409) (3,209) (4,079)  

Net cash from Op. activities  2,443  12,382  3,323  11,114  

Capital expenditures (2,891) (1,911) (3,269) (3,267)  

Interest / Dividend Income  243  181  777  1,007  

Others  25 (8,391) (600) (5,000)  

Net Cash from Invt. activities (2,622) (10,121) (3,092) (7,261)  

Issue of share cap. / premium  3,661  84  -   -   

Debt changes (1,325) (1,227) (150) (374)  

Dividend paid (1,793)  -  (1,491) (1,939)  

Interest paid (433) (463) (462) (520)  

Others  -   -   -   -   

Net cash from Fin. activities  110 (1,606) (2,103) (2,833)  

Net change in cash (69)  656 (1,872)  1,020  

Free Cash Flow (447)  10,471  54  7,847  

Source: Company Data, PL Research   

Quarterly Financials (Rs m)     

Y/e Mar    Q2FY21 Q3FY21 Q4FY21 Q1FY22 

Net Revenue  21,137  27,988  30,374  18,805 

   YoY gr. (%) (5.7)  11.6  42.6  92.6 

Raw Material Expenses  15,128  21,196  22,644  14,399 

Gross Profit  6,009  6,792  7,731  4,406 

  Margin (%)  28.4  24.3  25.5  23.4 

EBITDA  3,125  3,758  4,213  1,393 

   YoY gr. (%)  15.0  10.8  40.1  142.4 

   Margin (%)  14.8  13.4  13.9  7.4 

Depreciation / Depletion  456  478  489  521 

EBIT  2,669  3,280  3,724  872 

  Margin (%)  12.6  11.7  12.3  4.6 

Net Interest  114  88  166  122 

Other Income  327  345  274  253 

Profit before Tax  2,882  3,536  3,831  1,003 

  Margin (%)  13.6  12.6  12.6  5.3 

Total Tax  664  905  1,006  229 

  Effective tax rate (%)  23.0  25.6  26.3  22.9 

Profit after Tax  2,218  2,631  2,825  774 

Minority interest  10  11  17  13 

Share Profit from Associates (3)  5  7 (21) 

Adjusted PAT  2,205  2,625  2,814  740 

   YoY gr. (%)  15.0  20.0  31.6  209.1 

  Margin (%)  10.4  9.4  9.3  3.9 

Extra Ord. Income / (Exp)  -  -  -  - 

Reported PAT  2,205  2,625  2,814  740 

   YoY gr. (%)  15.0  20.0  31.6 (37.1) 

Margin (%)  10.4  9.4  9.3  3.9 

Other Comprehensive Income  -  -  -  - 

Total Comprehensive Income  2,205  2,625  2,814  740 

Avg. Shares O/s (m)  149  149  149  149 

EPS (Rs)  14.8  17.6  18.9  5.0 

Source: Company Data, PL Research 

  Key Financial Metrics 

Y/e Mar    FY20 FY21 FY22E FY23E 

Per Share(Rs)                         

EPS  51.0  51.8  63.5  80.8 

CEPS  61.8  64.3  78.0  96.4 

BVPS  257.7  318.8  372.3  440.1 

FCF (3.0)  70.2  0.4  52.6 

DPS  7.0  10.0  13.0  16.0 

Return Ratio(%)                         

RoCE  30.5  24.9  24.7  26.9 

ROIC  23.3  21.9  21.1  25.1 

RoE  22.7  18.0  18.4  19.9 

Balance Sheet                         

Net Debt : Equity (x) (0.1) (0.2) (0.2) (0.2) 

Net Working Capital (Days)  83  85  87  85 

Valuation(x)                         

PER  37.5  36.9  30.1  23.7 

P/B  7.4  6.0  5.1  4.3 

P/CEPS  30.9  29.7  24.5  19.8 

EV/EBITDA  24.9  23.6  19.3  15.2 

EV/Sales  3.2  3.1  2.4  2.0 

Dividend Yield (%)  0.4  0.5  0.7  0.8 

 Source: Company Data, PL Research  
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Price Chart Recommendation History   

 

 

No. Date Rating TP (Rs.) Share Price (Rs.) 

1 06-Jul-21 BUY 1,927 1,980 

2 07-Jun-21 BUY 1,927 1,743 

3 06-Apr-21 BUY 1,480 1,376 

4 25-Jan-21 BUY 1,359 1,211 

5 08-Jan-21 BUY 1,247 1,278 

6 04-Jan-21 BUY 1,247 1,034 
 

 

Analyst Coverage Universe 

Sr. No. Company Name Rating TP (Rs) Share Price (Rs) 

1 InterGlobe Aviation Hold 1,670 1,769 

2 KEI Industries BUY 825 721 

3 Polycab India BUY 1,927 1,980 

4 SpiceJet Hold 85 79 

5 SpiceJet Hold 85 79 

 

PL’s Recommendation Nomenclature (Absolute Performance) 

Buy  : > 15% 

Accumulate : 5% to 15% 

Hold : +5% to -5% 

Reduce : -5% to -15% 

Sell : < -15% 

Not Rated (NR) : No specific call on the stock 

Under Review (UR) : Rating likely to change shortly 
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 ANALYST CERTIFICATION 

(Indian Clients) 

We/I, Mr. Paarth Gala- B.Com, Mr. Amnish Aggarwal- MBA, CFA 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. 

(US Clients) 

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately 
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific 
recommendation or views expressed in this research report. 

DISCLAIMER 

Indian Clients 

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for 
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking, 
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com. 

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported 
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness 
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made 
available or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or 
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions 
of securities of companies referred to in this report and they may have used the research material prior to publication. 

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document. 

PL is in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014 

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities. 

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.  

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month 
immediately preceding the date of publication of the research report.  

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report. 

PL or its associates might have received compensation from the subject company in the past twelve months. 

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any 
other assignment in the past twelve months.    

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months. 

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject 
company in the past twelve months 

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report. 

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or 
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest 
at the time of publication of this report. 

It is confirmed that  Mr. Paarth Gala- B.Com, Mr. Amnish Aggarwal- MBA, CFA  Research Analysts of this report have not received any compensation from the companies mentioned 
in the report in the preceding twelve months 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its 
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. 

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity 
for the subject company 

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary 
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