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Stock Update
Near-term headwinds persist; Maintain Hold

(%) 1m 3m 6m 12m

Absolute 24.3 5.0 -10.6 -25.9

Relative to Sensex 16.8 -2.3 -14.9 -36.7

Finolex Cables 

Reco: Hold  |  CMP: Rs488

Key points

We interacted with the management, where 
management highlighted the following – a) 
prospects on consumer durable business; b) 
tendering orders for Bharat Net Phase II orders; 
and c) movement of raw-material prices. 

 �  Near-term headwinds persist: Finolex Cables 
Limited (FCL) is expected to witness further 
delay in tendering of orders in the Bharat 
Net phase II and the time-frame for tendering 
these orders is still not clear. Going ahead, 
the impending elections will further slow the 
tendering process. In the consumer durables 
segment, demand pick-up is still slow and 
management’s earlier target of Rs. 100 crore 
sales in FY2019 in consumer durables was a bit 
ambitious (9MFY2019 sales of Rs. 50 crore) and 
the ramp-up as expected remains a challenge 
in Q4FY2019. In the electrical cables segment, 
volumes are expected to remain stable as 
demand from agriculture and construction 
remains steady. Margins are expected to 
remain stable due to lower volatility in copper 
prices in the past 3-4 months.

 �  Utilisation remains healthy and likely to 
sustain; Scaling in consumer durable business 
needs more effort: FCL expects a gradual shift 
of demand from the unorganised to organised 
sector to help volume growth of the electrical 
division, while margins would depend on the 
movement of commodity prices. Moreover, 
focus on availability of products in different 
product categories where peers are dominant 
in the electrical cables segment to aid growth. 
The communication segment has high growth 
potential and is expected to perform well, 
led by demand emanating from government 
programmes such as Bharat Net Phase II. 
However, there could be some delay in tendering 
orders due to the impending elections. Going 
forward, pick-up in reconstruction activities 
and stable demand from optic fibre cables 
to further aid revenue pick up. Management 
expects that the newer product business would 
pick up gradually with new launches with an 
upward bias in operating margins going ahead. 
Currently, FCL has a network of 3,500-plus 
distributors and the company is concentrating 
on expanding its distributor and retailer network 
further. Over the past three years, FCL has 
increased its advertisement spend to create a 
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Valuation Rs cr

Particulars FY18 FY19E FY20E FY21E

Net sales       2,815     3,118     3,461     3,876 

Growth (YoY) %         15.1       10.8       11.0       12.0 

Operating Profit          422        452        508        590 

OPM (%)         15.0       14.5       14.7       15.2 

Net profit          358        361        390        438 

Adjusted EPS (Rs)         23.4       23.6       25.5       28.6 

Growth (YoY) %         13.4          0.7          8.2       12.1 

PER (x)         20.8       20.7       19.1       17.0 

P/B (x)           3.4          3.0          2.7          2.4 

EV/EBIDTA (x)         13.4       12.8       11.5       10.2 

Div Yield (%)           0.7          0.7          0.8          0.9 

RoCE (%)         24.8       23.0       22.1       21.9 

Core RoE (%)         33.7       30.8       29.8       29.7 

RoIC (%)         61.0       57.5       53.9       52.1 

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.

brand-pull for the consumer durable segment, 
while expanding its distribution network. The 
advertisement is expected to benefit cables 
and wires as well. FCL is also working on an ERP 
system, which will help it connect with dealers 
and sales personnel, among others. The ERP 
system will map retailers to distributors and 
would help track logistics, inventory, demand 
and production, among others. 

 �  Maintain Hold with a revised PT of Rs. 535: 
Given the intense competitive environment 
in the electrical cables segment and slower-
than-anticipated expansion in the consumer 
durable segment, we expect revenue growth 
to moderate. We have introduced FY2021E 
numbers and expect revenue and earnings 
CAGR of 11% and 7%, respectively, over FY2018-
FY2021E. We reiterate our Hold rating on the 
stock with a revised PT of Rs. 535.
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