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High infrastructural spends to drive growth

Key Points

» We hosted Mr Chirayu Upadhyaya — Head of Investor Relations. He stated
that growth in Renewable Energy (RE) capacities & infrastructure
development are expected to boost demand for Cables (Domestic + Exports)
while continued uptick in Residential Real Estate is expected to boost
demand for Wires in India.

» Overall, ~3-4% is the cost of W&C in a project. Optical fibre entails ~25% of
the total project cost, and Power & Transmission ~15-20% (all excluding land
cost).

» Domestic Cables posted EBITDA margins of 9-10%, Domestic Wires 15-16%,
and Export Cables overl5-16%.

» We maintain ACCUMULATE with a revised TP of Rs6,150 (37x PE on
Mar'26E EPS). While we remain structurally positive about the company’s
long-term business prospects, in the short term, 1) the steep rise in copper
prices could keep both demand and margins under check; and 2) we also
await clarity from the tax department. We will revert to our original multiple
once we see a revival in FMEG and derive adequate comfort on tax-related
issues getting addressed. Nonetheless, we believe it is a long term
compounder and therefore it should be accumulated at every dip.

Upward triggers for Cables to drive growth in the medium to long term: 1)
Polycab has the largest set of SKU approvals (~90-50%). As a result, incremental
orders by the govt. could give Polycab the first mover advantage. 2) Copper purity
which Polycab sources is among the highest compared to domestic copper
providers. Polycab imports copper from Japan currently. The company has also
set up one of the largest R&D centres. 3) The company has implemented an
advanced inventory management system, and replenishing the stock under 24
hours has given the distributors an ROI of ~30%. 4) In the export markets,
certification is required for each geography + EPC contract approvals are required
for bidding. Polycab currently has the approvals in place, and exports to 79
countries. 5) While the EPC business’ revenue contribution is expected to remain
in mid-to-high single digits, the order book of ~Rs 48bn (to be executed in the next
3-4yrs) is expected to boost organic Cables sales for Polycab.

EHV update: Current EHV market stands at ~Rs35bn, with two large players
catering to ~50% of the demand. Gestation period to set up an EHV cable
manufacturing plant is ~2-3 years, and Polycab has earmarked a total capex of
~Rs6-7bn, with an asset turnover of ~5-6x at peak capacities. Polycab’s EHV
cable plant will be commissioned by early-FY27. EBITDA margin for EHV cables
is typically in high teens — a better margin profile vis-a-vis other cables. This
margin difference could be ~300-400bps from normal power cables.

Other updates: Capex guidance stands at ~Rs10-11bn p.a. over FY25E-FY27E,
with asset turnover at 5-6x. Most of this capex would be utilized for building the
EHV manufacturing facility (expected to be commissioned by FY26-end and
contribute to topline from FY27) + Special Purpose Cables + LT & HT Cables.
This capex is expected to increase turnover by 5-6x at peak capacities.
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Company Data and Valuation Summary

Reuters: POLC.BO
Bloomberg: POLYCAB IN
Mkt Cap (Rsbn/US$bn): 970.1/11.7
52 Wk H/ L (Rs): 7,116 / 3,380
ADTV-3M (mn) (Rs/US$): 3,074.9/36.9

Stock performance (%) 1M/6M/1yr:
Nifty 50 performance (%) 1M/6M/1yr:

10.7/20.9/81.8
(3.4)1(2.2)117.7

Shareholding 2QFY24  3QFY24 4QFY24
Promoters 65.9 65.8 65.2
Dlls 8.1 7.6 7.2
Flis 124 13.4 12.0
Others 13.6 13.2 15.6
Pro pledge 0.0 0.0 0.0
Financial and Valuation Summary

Particulars (Rsmn) FY23 FY24 FY25E FY26E
Net Sales 1,41,078 1,80,394 2,10,074 2,43,767
Growth YoY% 15.6 27.9 16.5 16.0
Gross margin % 25.5 26.4 26.9 27.1
EBITDA 18,521 24,918 29,768 36,093
EBITDA margin % 13.1 13.8 14.2 14.8
Adj PAT 12,700 17,840 20,455 24,698
Adj PAT Margin 9.0 9.9 9.7 10.1
Growth YoY% 51.8 40.5 14.7 20.7
Adj EPS 84.5 118.7 136.2 164.4
RoCE 23.9 26.8 29.1 311
RoCE (Post-Tax) 18.0 20.5 21.8 23.3
RoE 19.2 21.8 22.6 24.0
P/E 76.4 54.4 47.4 39.3
EV/EBITDA 52.1 38.8 32.6 26.8
P/BV 14.6 11.8 10.7 9.4

Source: Bloomberg, Company, Nirmal Bang Institutional
Equities Research

Key Links — 4QFY24 Results | 4QFY24 Investor PPT
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Exhibit 1: Change in Earnings Estimates

Description FY25E FY26E

(Rsmn) Old New Change (%) Old New Change (%)
Net Sales 2,08,473 2,10,074 0.8 2,41,058 2,43,767 11
EBITDA 29,201 29,768 1.9 34,701 36,093 4.0
EBITDA Margin (%) 14.0 14.2 16 bps 14.4 14.8 41 bps
Adj. PAT 20,076 20,455 1.9 23,970 24,698 3.0
Adj. EPS 133.6 136.2 1.9 159.5 164.4 3.1

Source: Nirmal Bang Institutional Equities Research

Exhibit 2: 1-Year Forward PE Trend
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Financials
Exhibit 3: Income Statement Exhibit 4: Cash Flow
Y/E March (Rsmn) FY22 FY23 FY24  FY25E  FY26E  Y/E March (Rsmn) FY22 FY23  FY24 FY25E FY26E
Net Sales 1,22,038 1,41,078 1,80,394 2,10,074 2,43,767 EBIT 10,637 16,430 22,468 26,845 32,505
% growth 38.8 15.6 27.9 16.5 16.0  (Inc)/Dec in Working Capital (5,758)  (530) (7,327) (3,400) (4,422)
RM Costs 94,657 1,05109 1,32,803 1,535564 1,77,706  Cash Flow from Operations 4879 15899 15140 23,445 28,083
Gross Profit 27,381 35,969 47,591 56,510 66,061 Other Income 899 1,333 2,209 1,891 1,950
Gross Margin (%) 22.4 25.5 26.4 26.9 27.1  pepreciation 2,015 2,092 2,450 2,923 3,588
Staff Cost 4,066 4,568 6,095 6,302 7,313 Tax Paid (-) (2,853) (4,113) (5,558) (6,931) (8,358)
Other Expenses 10,663 12,880 16,578 20,439 22,655  Net Cash from Operations 8,078 14,996 14,053 21,178 25113
EBITDA 12,652 18,521 24918 29,768 36,093  capital Expenditure (-) (6,084) (4,763) (7,670) (10,716) (11,000)
% growth 13.9 46.4 34.5 195 212 Net Cash After Capex 1,993 10,233 6,383 10,462 14,113
EBITDA Margin (%) 10.4 13.1 13.8 14.2 14.8  |nterest Paid (-) (352)  (598) (1,083) (1,200) (1,250)
Other Income 899 1,333 2,209 1,891 1,950 pividends Paid (-) (2,092) (2,995) (4,507) (9,765) (12,019)
Interest 352 598 1,083 1,200 1,250 gg;ﬁﬁﬁgsm Total (1,095) 720 (654)  (100)  (250)
Depreciation 2,015 2,092 2,450 2,923 3,588 i
(Inc.)/Dec. in Investments (1,383) (5,772) (5,482) - -
Profit Before Tax 11,905 17,165 23,593 27536 33205  ~.c1 from Financial
Tax 2706 4250 5564 6931 8358  Activities (4.857) (8,519) (11,583) (11,065) (13,519)
Reported Net Profit 9,086 12,700 17,840 20,455 24,698  Others 901 1,167 2,222 (2,222) 0
Adj. Net Profit 8,365 12,700 17,840 20,455 24,698  Opening Cash 5313 4,071 6952 4,024 1,199
Adj. PAT Margin 6.9 9.0 9.9 9.7 101  Closing Cash 4071 6952 4,024 1,199 1,793
Adj. EPS (Rs) 55.7 84.5 1187 136.2 164.4  Changein Cash (1.242) 2,881 (2,929) (2,825) 594
Source: Company, Nirmal Bang Institutional Equities Research Source: Company, Nirmal Bang Institutional Equities Research
Exhibit 5: Balance Sheet Exhibit 6: Key Ratios
Y/E March (Rsmn) FY22  FY23  FY24 FY25E Fy2ee _'/EMarch Fv22 FY23 Fy24 FY25E FY26E
Share Capital 1,494 1,498 1,502 1,502 1,502  Per Share (Rs)
Reserves 53,943 64,814 80,369 88,837 101516 EPS 55.7 845 1187 1362 1644
Net Worth 55437 66311 81871 90,339 103018  Book Value 369.0 4414 5450 601.3 6857
Minority Interest 251 374 562 562 562  Valuation (x)
Total Loans 831 1,551 898 798 548  PIE 115.9 76.4 544 474 393
Deferred Tax Liability Net 272 409 415 415 415  PBY 17.5 14.6 11.8 10.7 9.4
Total Liabilities 56,791 68,646 83,746 92,114 104543  EV/EBITDA 76.4 521 388 326 268
Net Block 16,751 20,669 22,612 30,689 38,101  EV/Sales 7.9 6.8 5.4 4.6 4.0
Capital Work-in-Progress 3755 2,508 5784 5500 5500  Return Ratio (%)
Long-term Investments 7,733 13,505 18,987 18,987 18,987  ROCE 18.7 23.9 26.8 29.1 311
Inventories 21,996 29514 36,751 40,810 46,252  ROCE (Post-Tax) 145 180 205 218 233
Debtors 13,763 12,992 21,662 22446 24,711  ROE 15.1 19.2 21.8 22.6 24.0
Cash 4071 6952 4024 1,199 1,793 RolC 236 341 370 373 388
Other Current Assets 6,049 8101 10,840 11974 13895  Profitability Ratio (%)
Total Current Assets 45880 57,559 73,276 76,430 86,650  EBITDA Margin 104 131 138 142 148
Creditors 12,175 20,326 28,633 29,871 33,594  EBIT Margin 87 116 125 128 133
Other Current Liabilities 5152 5269 828l 9,620 11,102  PAT Margin 6.9 9.0 9.9 9.7 101
Total Current Liabilities 17,328 25596 36,914 39,492 44,696  lurnover Ratio
Net Current Assets 28,552 31,964 36,362 36,938 41,954  Fixed Asset Tumover Ratio (x) 4.7 4.4 5.0 4.4 4.2
Total Assets 56,791 68,646 83,746 92,114 1,04543  Debtor Days 41 34 44 39 37
Source: Company, Nirmal Bang Institutional Equities Research Inventory Days 85 102 101 97 95
Creditors Days 47 71 79 71 69
Solvency Ratio (x)
Debt-Equity 0.01 0.02 0.01 0.01 0.01
Net-Debt Equity (0.06) (0.08) (0.04) (0.00) (0.01)
Interest Coverage 30.2 27.5 20.7 22.4 26.0

Source: Company, Nirmal Bang Institutional Equities Research
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Rating Track

Date Rating Market price Target price (Rs)
24 April 2021 Accumulate 1,479 1,620
24 May2021 Accumulate 1,677 1,700
23 July 2021 Accumulate 1,910 1,865
26 September 2021 Accumulate 2,413 2,500
25 October 2021 Accumulate 2,348 2,600
22 January 2022 Accumulate 2,511 2,600
21 February 2022 Accumulate 2,380 2,650
12 May 2022 Accumulate 2,428 2,625
20 July 2022 Buy 2,199 2,625
1 September 2022 Accumulate 2,485 2,625
19 September 2022 Accumulate 2,645 2,845
19 October 2022 Accumulate 2,707 2,775
5 December 2022 Accumulate 2,528 2,775
22January 2023 Accumulate 2,761 3,015
22 March 2023 Accumulate 2,864 3,065
15 May 2023 Accumulate 3,381 3,415
7 June 2023 Accumulate 3,538 3,415
20 July 2023 Buy 4,308 5,335
4 September 2023 Accumulate 5,208 5,335
19 October 2023 Accumulate 5,297 5,625
24November 2023 Accumulate 5,226 5,625
19 January 2024 Buy 4,423 5,255
19 February 2024 Accumulate 4,769 5,255
10 May 2024 Accumulate 6,156 5,905
05 June 2024 Accumulate 6,456 6,150

Coverage was transferred to Natasha Jain with effect from 15 July 2020

Rating Track Graph
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation.
NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in
cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing
in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company.
NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the
research report with the subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership
of 1% or more in the subject company at the end of the month immediately preceding the date of publication of this research
report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities
of the company covered by Analyst during the past twelve months. NBEPL or its associates have not received any
compensation or other benefits from the company covered by Analyst or third party in connection with the research report.
Analyst has not served as an officer, director or employee of Subject Company and NBEPL / analyst has not been engaged
in market making activity of the subject company.

Analyst Certification: I, Natasha Jain, research analyst, the authors of this report, hereby certify that the views expressed in
this research report accurately reflects my personal views about the subject securities, issuers, products, sectors or industries.
It is also certified that no part of the compensation of the analyst was, is, or will be directly or indirectly related to the inclusion
of specific recommendations or views in this research. The analyst is principally responsible for the preparation of this research
report and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.

Polycab India (Polycab)



% NIRMAL BANG Institutional Equities

Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

ACCUMULATE -5% to15%

SELL <-5%

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. NBEPL 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. In preparing this research, we did not take into account the investment objectives, financial situation and
particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL 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. NBEPL will not treat recipients as
customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a
state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBEPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the 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. We accept no obligation to correct or update the information or opinions in it. NBEPL
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. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

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

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the
advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The
price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks
inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the
value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL
accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation
to this research. Here it may be noted that neither NBEPL, 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 profit that may arise from or in connection with the use of the information
contained in this report.

Copyright of this document vests exclusively with NBEPL.

*“Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to
investors."

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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