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Rating: BUY | CMP: Rs6,251 | TP: Rs8,233

Soft vol growth in domestic W&C seg, strong
commentary

Quick Pointers:
" W&C business reported 12% revenue growth in Q3FY25
®  EBITDA margin expanded by 70bps; W&C EBIT margin contracted 60bps YoY

Polycab reported double-digit volume growth in its cables segment. Domestic
W&C saw soft volume growth, which can be attributed to a slowdown in
private capex and infra projects. Wires business reported single-digit growth
mainly with high channel inventory and fluctuating copper prices. However,
the company's international business (~8.3% of revenue) and FMEG business
(+44.6% YoY) drove overall revenue growth. Furthermore, a reduction in FMEG
losses due to operating leverage, along with the growth in international
business and normalization of margins in the wires segment, contributed to
~70bps improvement in EBITDA margin. In W&C segment, Polycab expects
wire growth to recover in Q4FY25, driven by the stabilization of copper prices,
normalization of channel inventory, and a pick-up in infrastructure activity and
private capex, which is expected to boost cable demand. Polycab aims to
achieve 1.5xsector growth in volume and target EBITDA margin at 11-13% over
the next 5 years through its Project Spring, aiming for Rs400-500bn revenue
during this period. We expect revenue/EBITDA/PAT CAGR of
17.9%/17.3%/15.6% over FY24-27E. We maintain ‘BUY’ rating, with revised TP of
Rs8,233 (Rs 8,741 earlier) valuing at SOTP, implying PE of 45x FY27E.

W&C grew by 12% YoY, domestic business grew 8.2%: W&C business reported
revenue growth of 12% YoY in Q3FY25 and 15% YoY in 9MFY25, driven by strong
cable demand. Emerging sectors like data centers, EVs, aerospace, defense, and
exploration have collectively created substantial opportunities for the domestic
W&C industry. The company remains a leader in the manufacturing of W&C in
India. In case of international business, the US, Europe, Australia, and the Middle
East are the key contributors, while other regions continue to exhibit strong
demand. The company plans to add more countries to expand revenue and
minimize revenue concentration risk. International business revenue accounted for
8.3% of the consolidated revenue for the quarter and is expected to maintain
momentum in Q4FY25, supported by a strong order book.

Sales grew 20.4%, PAT up 10.8%: Sales grew 20.4% YoY to Rs52.3bn (PLe:
Rs51.1bn). W&C business grew 11.9% YoY to Rs43.3bn (PLe: Rs43.4bn). Export
revenue grew by 61.6% YoY growth and contributed 8.3% to total sales. Gross
margins contracted by 120bps YoY to 25.7% (PLe: 26%). EBITDA grew by 26.4%
YoY to Rs7.2bn (PLe: Rs6.6bn). EBITDA margin expanded by 70bps YoY to 13.8%
(PLe: 13%) due to reduced losses in FMEG segment. PAT grew by 10.8% YoY to
Rs4.6bn (PLe: Rs4.5bn). W&C EBIT grew by 7.3% YoY to Rs5.8bn and margins
contracted by 60bps YoY to 13.5%. FMEG revenue grew 44.6% YoY to Rs4.2bn,
and EBIT loss stood at Rs126mn vs loss of Rs365mn in Q3FY24.
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Exhibit 1: Q3FY25 Result Overview (Rs mn)

Y/e March Q3FY25 Q3FY24  YoYgr. (%) Q2FY25 QoQ gr. (%) 9MFY25 9MFY24 YoYgr. (%)
Net Sales 52,261 43,405 20.4 54,984 (5.0) 154,225 124,475 23.9
Gross Profit 13,453 11,713 14.9 12,960 3.8 37,978 33,464 13.5
% of NS 25.7 27.0 -1.2 236 217 24.6 26.9 -2.26
Other Expenses 6,254 6,018 39 6,644 (5.9) 18,629 16,162 15.3
% of NS 12.0 13.9 -1.9 12.1 -0.12 12.1 13.0

EBITDA 7,199 5,695 26.4 6,316 14.0 19,349 17,303 11.8
Margins (%) 13.8 13.1 0.7 11.5 2.29 12.5 13.9 -1.35
Depreciation 786 619 27.0 721 9.0 2177 1,793 214
Interest 498 322 54.5 453 9.9 1,364 839 62.5
Other Income 250 710 (64.8) 762 (67.2) 1,596 1,670 (4.5)
PBT 6,166 5,464 12.8 5,903 4.4 17,403 16,340 6.5
Tax 1,522 1,299 17.2 1,451 4.9 4,291 3,846 11.6
Tax rate (%) 24.7 23.8 24.6 24.7 235

Adjusted PAT 4,576 4,129 10.8 4,398 4.0 12,933 12,380 4.5

Source: Company, PL

Exhibit 2: Segmental Breakup (Rs mn)

Y/e March Q3FY25 Q3FY24  YoYgr. (%) Q2FY25 QoQ gr. (%) 9MFY25 9MFY24 YoYgr. (%)
Revenues

Wires & Cables 43,328 38,730 1.9 46,067 -5.9 127,967 111,005 15.3
FMEG 4,169 2,883 446 3,881 7.4 11,844 9,293 27.5
Others 4,573 2,164 111.3 5,488 -16.7 14,876 5,986 148.5
Total 52,070 43,777 18.9 55,436 -6.1 154,687 126,284 22.5
EBIT

Wires & Cables 5,831 5,436 7.3 5,654 3.1 16,346 10,633 537
EBIT margin (%) 135 14.0 -58 bps 12.3 12.8 96

FMEG (126) -365 -65.5 -252 -50.1 (279) (116) NA
EBIT margin (%) -3.0 -12.7 963.8 bps -6.5 -24 -12

Others 517 377 371 691 -252 (6,951) (2,127) 226.7
EBIT margin (%) 1.3 17.4 -611.6 bps 126 -46.7 -355

Total EBIT 6,222 5,448 14.2 6,093 2.1 9,116 8,390 8.7
EBIT margin (%) 11.9 12.4 11.0 5.9 6.6

Source: Company, PL
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Conference Call Highlights

®  Consolidated revenue grew 20.4% YoY driven by strong performance in the
EPC business and a seasonally strong quarter for the FMEG business.

®  The company targets 1.5x of industry growth in W&C business and 1.5x-2x in
FMEG business in the next 5 years under Project Spring.

®  EPC business contribution to revenue is expected to be in high-single digits
by FY27, driven by BharatNet project and EHV orders, with long-term margin
guidance of mid-to-high single digit.

® EHV cables plant has a capex outlay of Rs 6-7bn, which will be commissioned
by FY26, with contributions to revenue from FY27.

®  Capex guidance is Rs 60-80bn over the next 5 years, with an asset turnover
ratio of 4-5x.

W&C Segment

®  Domestic business delivered modest growth, while international business
grew 62% YoY/29% QoQ and contributed to 8.3% of consolidated revenue.

®  The company has guided EBIDTA margin at 11-13% for the next 5 years.

®  Volume growth is in double digits for cables and single digits for wires in
9MFY25; overall growth is in the early double digits.

B Growthincables exports is expected to surpass domestic cables over the next
3-5 years.

®  Order book as of Q3FY25 stood at Rs48bn.

FMEG Segment

®  FMEG segment EBIT loss narrowed in Q3FY25 due to gross margin expansion
and improved operating leverage.

®  Lights and luminaries segment saw strong volume and value growth after
several quarters of decline, driven by festival demand, 130+ new SKUs,
expansion to 500+ towns, and the addition of 150 distributors and 7,000
retailers.

®  Switchgear, conduit pipes & fittings, and switches continue to grow
supported by real estate demand.
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Exhibit 3: Polycab — Market share (FY24)

Polycab India

Exhibit 4: Export revenue to reach 6.7% of rev by FY27E
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Exhibit 5: Copper price down 0.1% QoQ / up 10.6% YoY Exhibit 6: Aluminum price up 1.5% QoQ / 20.8% YoY
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Exhibit 7: GM to improve with segment/prod mix

Source: Company, PL

Exhibit 8: A&P exp to increase, drive retail business
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Income Statement (Rs m) Balance Sheet Abstract (Rs m)
/e Mar FY24 FY25E FY26E FY27E Y/e Mar FY24 FY25E FY26E FY27E
Net Revenues 180,394 2,18,725 257,133 295,410 Non-Current Assets
YoY gr. (%) 279 212 17.6 14.9
Cost of Goods Sold 132,803 164,177 192,814 2,221,151 Gross Block 37,394 45128 52,850 60,571
Gross Profit 47,591 54,548 64,319 74258 Tangibles 36943 44,842 52534 60,225
Margin (%) 26.4 249 25.0 25.1 Intangibles 451 286 316 346
Employee Cost 6,095 7,327 8,614 9,896
Other Expenses 7,030 8,817 9,080 10,432 Acc: Dep / Amortization 14,065 17,081 20,626 24,653
Tangibles 13,775 16,810 20,339 24,347
EBITDA 24,918 28,232 34,668 40,194 Intangibles 291 271 287 306
YoY gr. (%) 34.5 13.3 22.8 15.9
Margin (%) 13.8 12.9 135 13.6 Net fixed assets 23,329 28,047 32,224 35,918
Tangibles 23169 28,032 32,195 35,878
Depreciation and Amortization 2,450 3,017 3,676 4,265 Intangibles 160 15 29 40
EBIT 22,467 25215 30,992 35929 Capital Work In Progress 5,784 - - -
Margin (%) 12.5 1.5 12.1 122 Goodwill 46 46 46 46
Non-Current Investments 1,502 1,525 1,048 1,170
Net Interest 1,083 1,455 1,555 1,803 Net Deferred tax assets (415) (689)  (1,029) (1,421)
Other Income 2,209 2,220 2,716 3,020 Other Non-Current Assets 2,859 601 617 633
Profit Before Tax 23592 25980 32,153 37,146 Current Assets
Margin (%) 13.1 11.9 12.5 12.6 Investments 18,224 23,224 28,224 33,224
Inventories 36,751 40,173 47,227 54,257
Total Tax 5,564 6,509 8,120 9,381 Trade receivables 20,471 19,968 23,474 26,969
Effective tax rate (%) 236 251 253 253 Cash & Bank Balance 4,024 20,685 28,213 38,561
Other Current Assets 7,227 6,562 7,714 8,862
Profit after tax 18,029 19,470 24,032 27,764 Total Assets 1,20,789 1,41,724 1,69,796 2,00,767
Minority interest 189 198 208 218
Share Profit from Associate - - - - Equity
Equity Share Capital 1,503 1,504 1,504 1,504
Adjusted PAT 17,840 19,272 23,824 27,546 Other Equity 80,369 97,320 117,760 141,094
YoY gr. (%) 40.4 8.0 236 15.6 Total Networth 81,872 98,824 1,19,264 1,42,598
Margin (%) 9.9 88 9.3 9.3
Extra Ord. Income / (Exp) - - - - Non-Current Liabilities
Long Term borrowings 226 42 42 42
Reported PAT 17,840 19,272 23,824 27,546 Provisions 601 394 463 532
YoY gr. (%) 404 80 236 15.6 Other non current liabilities 423 423 423 423
Margin (%) 9.9 8.8 9.3 9.3
Current Liabilities
Other Comprehensive Income - - - - ST Debt / Current of LT Debt 1,140 2,406 2,828 3,250
Total Comprehensive Income 17,840 19272 23,824 27,546 Trade payables 28633 28832 33861 38837
Equity Shares O/s (m) 150 150 150 150 Other current liabilities 6,006 8,678 10,147 11,61
EPS (Rs) 118.7 128.1 158.4 183.1 Total Equity & Liabilities 1,20,789 1,41,724 1,69,796 2,00,767
Source: Company Data, PL Research Source: Company Data, PL Research
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Cash Flow (Rs m) Key Financial Metrics

/e Mar FY24 FY25E FY26E FY27E /e Mar FY24 FY25E FY26E FY27E
PBT 23,592 25980 32,153 37,146 Per Share(Rs)
Add. Depreciation 2,450 3,017 3,676 4,265 EPS 187 128.1 158.4 183.1
Add. Interest 1,083 1,455 1,555 1,803 CEPS 135.0 1482 182.8 215
Less Financial Other Income 2,209 2,220 2,716 3,020 BVPS 544.9 657.0 792.9 948.0
Add. Other (1,078) 1,499 (292) (241) FCF 333 1581 108.2 1341
Op. profit before WC changes 26,049 31,951 37,092 42972 DPS 18.5 225 28.0 28.0
Net Changes-WC (7,042) 289  (4,838) (5454) Return Ratio(%)
Direct tax (5564) (6509) (8120)  (9,381) RoCE 327 297 302 291
Net cash from Op. activities 13,443 25,731 24133 28,137 ROIC 322 391 419 432
Capital expenditures (8,433) (1951)  (7,852)  (7,959) RoE 241 213 21.8 21.0
Interest / Dividend Income 331 574 765 765 Balance Sheet
Others (249) (21661) (12,528) (15,348) Net Debt : Equity (x) (0.3) (0.4) (0.4) (0.5)
Net Cash from Invt. activities (8,351) (23,038) (19,616) (22,542) Net Working Capital (Days) 37 36 36 36
Issue of share cap. / premium 5 2 - - Valuation(x)
Debt changes (185) 1,082 422 421 PER 527 48.8 395 341
Dividend paid (2,542) (2,780) (3384)  (4,212) P/B ns 9.5 79 6.6
Interest paid (1.083)  (1,455)  (1,555)  (1,803) P/CEPS 46.3 422 342 296
Others - - - - EV/EBITDA 36.9 31.8 256 217
Net cash from Fin. activities (3,806) (3,152) (4,517) (5,594) EV/Sales 51 41 34 30
Net change in cash 1,286 (459) - - Dividend Yield (%) 0.3 0.4 0.4 0.4
Free Cash Flow 5,010 23,780 16,281 20,177 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m)

/e Mar Q4FY24 QIFY25 Q2FY25 Q3FY25
Net Revenue 55919 46,980 54,984 52,261

YoY gr. (%) 29.3 20.8 304 20.4
Raw Material Expenses 41,792 35,415 42,025 38,807
Gross Profit 14,127 11,565 12960 13,453

Margin (%) 253 246 236 257
EBITDA 7,615 5,834 6,316 7199

YoY gr. (%) 24.9 6.3 37 26.4

Margin (%) 13.6 12.4 1.5 13.8
Depreciation / Depletion 657 671 721 786
EBIT 6,958 5,163 5,595 6,414

Margin (%) 12.4 11.0 10.2 12.3
Net Interest 244 413 453 498
Other Income 538 584 762 250
Profit before Tax 7.253 5,334 5,903 6,166

Margin (%) 13.0 114 10.7 1.8
Total Tax 1,718 1,317 1,451 1,522

Effective tax rate (%) 237 24.7 24.6 24.7
Profit after Tax 5,535 4,016 4,452 4,643
Minority interest 75 57 54 68
Share Profit from Associates - - - -
Adjusted PAT 5,460 3,960 4,398 4,576

YoY gr. (%) 285 (0.9) 33 10.8

Margin (%) 9.8 8.4 8.0 8.8
Extra Ord. Income / (Exp) - - - -
Reported PAT 5,460 3,960 4,398 4,576

YoY gr. (%) 285 (0.9) 33 10.8
Margin (%) 9.8 8.4 8.0 8.8
Other Comprehensive Income (20) (92) 9) -
Total Comprehensive Income 5,440 3,868 4,389 4,576
Avg. Shares O/s (m) 149 149 149 149
EPS (Rs) 36.6 26.5 29.5 30.7
Source: Company Data, PL Research
January 23, 2025 6
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Price Chart Recommendation History

8000 No. Date Rating TP (Rs.) Share Price (Rs.)
7000 -
6000 - 1 08-Jan-25  BUY 8,741 7,163
5000 - 2 13-Dec-24  BUY 8,741 7,486
4000 - 3 21-Oct-24  BUY 8,741 7,120
3000 -
4 08-Oct-24 BUY 8,741 7,263
2000 -
1000 4 5 19-Jul-24 BUY 7,788 6,336
0 T T T T T T T r r : 6 05-Jul-24 BUY 7,788 6,661
NN N n ™ o <t & < < v
‘E T & E}j ‘z T & § ‘\.CJ Qo ‘E 7 13-May-24  BUY 7,086 6,156
g 3 © c 3 © s 3 ©
T S5 68<>06 8 %538 S8 8 05-Apr-24  BUY 6,065 5,317
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 Astral Ltd. BUY 1,883 1,553
2 Avalon Technologies Hold 899 938
3 Bajaj Electricals Reduce 676 782
4 Century Plyboard (1) Hold 81 823
5 Cera Sanitaryware Hold 7,712 7,188
6 Crompton Greaves Consumer Electricals BUY 536 368
7 Cyient DLM BUY 692 515
8 Finolex Industries Accumulate 270 233
9 Greenpanel Industries BUY 427 361
10 Havells India BUY 1,890 1,578
il Kajaria Ceramics BUY 1,545 1,061
12 Kaynes Technology India Hold 6,085 6,971
13 KEI Industries BUY 5,041 4,128
14 Polycab India BUY 8,741 7,163
15 R R Kabel BUY 2,151 1,385
16 Supreme Industries BUY 5,040 4,022
17 Syrma SGS Technology Hold 629 610
18 Voltas Accumulate 1,980 1,780

PL’'s Recommendation Nomenclature (Absolute Performance)

Buy > 15%

Accumulate : 5% to15%

Hold : +5% to -5%

Reduce : -5% to -15%

Sell o < -15%

Not Rated (NR) : No specific call on the stock
Under Review (UR) . Rating likely to change shortly
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