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Higher Contribution from B2C + Wide Channel Reach = A Positive

RR Kabel Financials i B2B B2C Companies DIEEIES & Retailers Electricians
- - Companies  caples + EPC) (Wires + FMEG) & Distributors
(nfxfnue RS Fv2t Fy22  FY23  1QFY24 RR Kabel ~26% ~74% RR Kabel 6,740 Lol 2,98,084
Polycab ~65% ~35% Polycab 4,300+ 2,05,000+ NA
wec 25,202 41,113 49,585 14,231 KEI Industries ~70% ~30% KEI Industries 1,950+ 20,000 ~2,00,000
YoY Growth 63.1%  206%  28.7% Finolex Cables ~96% ~4% Finolex Cables 5,000+ 1,75,000 NA
FMEG 2,039 2,750 6,475 1,851 Havells ~25% ~75% Havells 14,000+ 2,25,000+ NA
YoY Growth 34.9% 135.5% 42.2% . Export -Rs % of | T T T T T T TS S mmmmm oo —————-—-mo |
Companies Export ltem| | , . . . I
Total 27,241 43,864 56,060 16,082 mn (FY23)  Revenue i * RRK’s B2C business comprises Wires + FMEG (~75% !
Mainly i of FY23 revenue) — a positive as B2C is a higher 1
9 0 9 RR Kabel 12,702 ~23% . ! - h . ;
YoY Growth 61.0%  278%  30.1% 0 Wires ' margin business compared to B2B in the domestic
Polycab 13,835 ~11% Cables ' market |
KEI 100 . om0 L i
Revenue Fy21 Fy22 FY23 1QFY24 Industries 7,128 10% Cables ! Exports ( 234 of FY23 revenue) are mainly in the :
Share Finolex ' form of Wires — a low-margin business. However,
W&C 925%  93.7%  88.4%  88.5% Cables 399 ~1% s ' sharper focus on increasing Cables exports is a step ,
1 in the right direction '
FMEG 7.5% 6.3% 11.6% 11.5% Companies T Sables ' : , ) ¢ ad ds ( ‘ th i
1+ Aggressive efforts in terms of ad-spends (one of the |
Tl LEDOYs | oo | 0@y | BN RR Kabel ~70% ~30% i highest in W&C space) to promote ‘RR Signature’ |
Polycab ~35% ~65% ! brand is a good step (Luminous can be used only for !
EBIT - Rs KEI Industries ~30% ~70% ! maximum  of ~2 years post acquisition in 2022). But, |
) Fy21 FY22 FY23  1QFY24 Finolex Cables B ~100%* ! ggg_resswe alc(ij-sEends FI\J;IEécale-lfJ'? 'Ofththe FMtI_EG !
usiness cou ee rofit in the negative 1
W&C 2,269 3,227 3,516 1,246 Havells ' 770% . ~.30% ! territory for a while P P J |
Note: *Comprises electrical & communication cables ' !
FMEG -301 -298 -695 -170 i * RRK has one of the highest networks in terms of !
Total 1,968 2,929 2,821 1,076 (% of Ad Spend Sales R&D ! dealers & distributors and electricians — a positive.
Revenue) Commission  Spend ' This is expected to help scale up its RR Signature i
1
EBIT Margin ~ FY21  FY22  FY23 1QFY24 r— — — I | orend laster !
I ! . . .

g Polycab 0.9% 0.4% 0.2% '« RRK is one of the fewest companies which has 35+ |
we&C 9.0% 7.8% 7.1% 8.8% KEI Industries  0.3% NA NA ' international certifications for a single manufacturing |
EMEG 14.8%  -10.8%  -10.7% -9.2% Finolex Cables  0.7% NA NA ! La.\cwty. 'lfhe cczjmpan.y‘s ;onsuqqs efforts to deliver i

i uality products is a big positive
Total 7.2% 6.7% 5.0% 6.7% Havells 2.6% 0.7% 1.0% i gh quality p gp .

Note: All figures are as per FY23 unless otherwise mentioned
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SWOT Analysis: Sector Tailwinds to Benefit RRK

*Exports = 23% of FY23 topline. Exports majorly \
comprise Wires (~85% of exports) — a low-margin
+Low dealer attrition rate; Internationally, 10 business compared to Cables exports

distributors and 80-90% ofthem are with the *Currently, it doesn't have HV and EHV Cable
company forthe last ~15 years portfolio (a higher margin business compared to LV
+Higher contribution from B2C business in the Cables)

domestic market — a higher margin business *FMEG business continues to postloss — a drag on
compared to Cables overall business currently

ﬁ)ne of the highest reach in terms of dealers &
distributors; highest reach in terms of electricians

«It has one ofthe highest international certifications
for its product portfolio— a quality conscious
company

+2 CFO exits in the past 2 years

+Superior asset turns compared to industry average

/
™~

o
-

L . Opportunity
«Strong decadal tailwinds in Cables, both domestic &

international — led by uptick in infra spending and
setting up ofrenewable capacities

+Slowdown in residential real estate markets (main
off-taker for Wires) in export geographies (UK & US)

*Lower demand-supply gap for Wires (compared to

«Uptick in domestic housing & real estate market - Cables) in international markets

Indian housing volume is expected to grow at ~15%
CAGR over the next 4 years =Slower-than-expected shift in its product portfolio

«India’'s Real Estate market is estimated to grow at from Wires to Cables in intemational geographies
19.5% CAGR aover 2017-2028 *Volatility in copper pricing may affect margins —

RRK does not hedge its commodities

+Delay in ‘RR Signature’ brand’s acceptance post
expiry of Luminous brand agreement /

.
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Peer Benchmarking of RRK v/s Peers — Quantitative (1/2)

RR Kabel Polycab KEI Industries Finolex Cables Havells
Parameters
FY20 | FY21 | FY22 | FY23 FY20 | FY21 | FY22 | FY23 FY20 | FY21 | FY22 | FY23 FY20 | FY21 | FY22 | FY23 FY20 | FY21 | FY22 | FY23
Revenue - Rs mn 24,785 27,239 43,859 55,992 88,300 87,922 122,038 141,078 48,878 41,815 57,270 69,123 28,773 27,681 37,681 44,811 94,292 104,279 138,885 168,684
YoY Growth 9.9% 61.0%  27.7% -04%  38.8%  15.6% -14.4% 37.0%  20.7% -3.8%  36.1%  18.9% | 10.6% 33.2% 21.5%

FY20-23 Revenue CAGR 31.2% 16.9% 12.2% | 21.4%

|38.1% 37.9% 32.4%  30.8%

15.9%

Gross Margin (%) 28.7%  26.7% 21.6% 22.4% 27.9%  259% 22.4%  25.5% 30.8% 30.3% 26.4% 25.2% 27.6% 259% 21.3% | 20.9%

EBITDA Margin (%) 8.3% 8.4% 6.9% 5.8% 129% 12.6%  10.4% = 13.1% 10.2%  10.9%  10.3%  10.2% 13.3%  13.4% 11.4% 11.4% | 10.9% 15.0% 12.7%  9.5%

PAT Margin (%) 4.9% 5.0% 4.9% 3.4% 8.6% 9.5% 6.9% 9.0% 5.2% 6.4% 6.6% 6.9% 13.6% 16.7% 15.9% | 11.3% | 78% 10.0% 8.6% 6.4%

EPS (Rs) 11.0 12.2 19.3 17.1 50.7 56.0 6519 84.8 31.2 29.8 41.6 5249 25.6 30.2 39.2 33.0 | 11.7 16.6 19.1 17.2

FY20-23 EPS CAGR 15.8% 18.7% 19.2% 8.8% | 13.6%

RoCE - Post Tax (%) 20.0% 9.8% 11.7%  10.8% 24.4% 15.7% 14.5% | 18.0% 18.4% 14.3% 16.0%  17.7% 9.7% 7.9% 8.3% 9.0% | 14.4% 182% 17.7% 14.1%

RolC - Post Tax (%) 18.7% 8.6% 10.2% 9.7% 20.3%  20.4% 18.3% | 25.7% 20.7% 16.0% 18.8%  22.1% 14.1% 8.0% 8.4% 9.2% | 19.5% 25.7% 28.8% 22.3%

ROE (%) 271%  13.9% 18.6%  14.2% 17.0% 152% 17.6%  18.4% 130% 135% 153% [406%| | 173% 220% 214% 17.%
Net Debt Equity Ratio 042x  047x  041x [NOBIX 004x) (0.07%) (0.06x) (0.08x) 010x 005 (0.01x) (0.16x) 0319 (0029 (0019 (0029 | | 0260 (0249 (0389 (028
(Closs [FieE Ao 57x  53x  7.9x  9.0x 47x  38x  47x | 49x 81x  65x  84x  9.4x 49x  45x  59x  65x 43x  40x  49x  5.2x
Turnover Ratio

| |
| |
| |
| |
| |
| |
| |
| |
| |
| 19.8% 17.6% 15.1% = 19.2% |
| |
| |
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| |

|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|

|
|
Debtor Days 31 56 39 36 65 41 102 118 89 73 24 23 17 1 | | 20 20 21
Inventory Days 36 77 63 63 111 85 93 9% 93 78 104 134 80 60 | | 17 148 15 116
Creditor Days 17 25 14 24 75 47 126 93 66 53 28 31 23 a || 90 03 83
Net Working Capital Days | 49 108 88 75 101 79 69 120 116 98 100 126 74 o6 | | 77 43 54
| |
CFO-Rs mn 21s6  (711) 982 4537 | | 2387 11800 8078 14996 | | (130 1539 2286 5139 3088 1144 4731 3563 | |10187 8574 18245 5801
Capex - Rs mn @31 @74 (682 (1083 | | (3555) (4816) (6.084) (4763 | | (e0s) (240) (s85)  (975) (323 (549 (670 (310) | | (5345 (2136) (3920) (6.092)
FCE-Rs mn 1225 (1185) 209 3454 | | (1168) 7083 19003 | 10288 | | (e36) 1209 1701 4164 2765 505 4060 3253 | | 4842 6438 14325 | (292)
g:sr:n& (Craeli [EEEIRIS - | R 85 123 811 I I 2813 5313 4071 6952 I 2144 2212 3600 5372 9339 537 379 734 I I 11,060 16,247 25358 18,619

Note: Negative ratios for Net Debt to Equity implies a net cash position; CFO = Cash From Operation & FCF = Free Cash Flow
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Peer Benchmarking of RRK v/s Peers — Qualitative (2/2)

*  Polycab: | 1 RANKING
1
» FY20-23 Revenue CAGR =16.9% & EPS CAGR = 18.7% | A |
~gks ‘J_;,
» EBITDA Margin movement during FY20-23 = 12.9% to 13.1%; Efficient hedging and therefore lower susceptibility to RM volatility (gross margin o
2

protected) + high margin Cables exports + operating leverage benefits
» FY23 RoCE (post-tax) = 18.0% & RoE = 19.2%; FY23 FCF = Rs10.2bn. Consistent margin maintenance & enhancement + high channel financing
* KEl Industries:
» FY20-23 Revenue CAGR =12.2% & EPS CAGR =19.2%
» EBITDA Margin movement during FY20-23 = 10.2%; Maintained margins during RM volatility

» FY23 RoCE (post-tax) = 17.7% & RoE = 18.4%; FY23 FCF = Rs4.2bn. Planned investment of ~Rs10bn over the next 3-4 years >> could lead to
depressed return ratios going forward

*+  RRKabel:
» FY20-23 Revenue CAGR = 31.2% (aggressively expanding into international geographies — a positive) & EPS CAGR = 15.8%

» FY23 RoCE (post-tax) = 10.8% & RoE = 14.2%; FY23 FCF = Rs3.5bn. Volatile FCF history; Increasing Cables manufacturing capacity could be a drag
on FCFs going forward + aggressive ad-spends to promote ‘RR Signature’ brand and royalty required to be paid for Luminous brand could keep
FMEG profits in the negative territory for a while

* Havells:
» FY20-23 Revenue CAGR =21.4% & EPS CAGR = 13.6%

» EBITDA Margin movement during FY20-23 = 10.9 to 9.5%; Lloyd — 20% of overall business — continues to be loss making and therefore is a drag on
overall profitability

» FY23 RoCE (post-tax) = 14.1% & RoE = 17.1%; FY23 FCF = -Rs292mn (FY22 = Rs14.3bn). Aggressive capex has led to lower RoCE compared to
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i » EBITDA Margin movement during FY20-23 = 8.3% to 5.8%; RM volatility and lack of hedging + low margin Wires exports + losses in FMEG segment
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
i
! peers
i * Finolex Cables:

i » FY20-23 Revenue CAGR =15.9% & EPS CAGR =8.8%

| » EBITDA Margin movement during FY20-23 = 13.3% to 11.4%; RM volatility affected margins

i » FY23 RoCE (post -tax) = 9.0% & RoE = 11.5%; FY23 FCF = INR3.3bn. RM volatility translated into lower EBIT and therefore lower RoCE

Note: The rankings is predominantly based on Wires & Cables segment performance despite the financials being based on a consolidated level
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IPO Analysis: Scope for Expansion From Current Price Band

Consolidated Financials

“RRK FY20 FY23 FY24E FY25E
Total Revenue — Rs mn 24,785 55,992 64,951 75,343
CAGR (over FY23) FY20-23 CAGR = 31.2% 16.0% 16.0%
EBITDA — Rs mn 2,048 3,224 4,287 5,801
EBITDA Margin (%) 8.3% 5.8% 6.6% 7.7%
PAT —Rs mn 1,224 1,900 2,598 3,405
PAT Margin (%) 4.9% 3.4% 4.0% 4.5%
EPS Rs 11.0 17.1 21.7 28.4
EPS YoY Growth (%) NA (11.3%) 26.7% 31.0%
EFE EAGR (e FY20-23 CAGR = 15.8% 26.7% 28.9%

FY23)

FY26E

87,398
16.0%

7,516
8.6%

4,532
5.2%

37.8
33.1%

30.3%

+ Assuming an average gross fixed asset turnover of 6-7x, we expect ~16%
revenue CAGR over FY23-26E (~Rs5bn total capex planned over FY24E-
25E)

* We expect healthy EPS CAGR at 30.3% over FY23-26E vs 15.8% CAGR
over FY20-23

1
1
1
1
1
1
1
1
i
1
» At an average price of Rs1,009, RRK trades at an implied multiple of '
26.7x on FY26E EPS, which is a ~20% discount to Polycab’s FY26E !
P/E multiple of 34.0x !
1
1
1
1
1
1
1
1
1

» We feel ~12-15% discount to Polycab is justified given that Polycab —
the market leader — has larger scale of operations and higher margins
compared to RRK

» Hence, the share’s upper price band has scope for expansion

IPO Lower Price Band
Rs983

IPO Upper Price Band IPO Average Price Band

Rs1,035

Rs1,009

FY25E Earnings: Implied Forward P/E Multiple Basis Average Price — RR Kabel
35.6x

FY25E Earnings: Implied Forward PE Multiple of Peers

Polycab KEI Industries Finolex Cables

40.9x 31.1x 22.2x

At an average price of Rs1,009, RRK is expected to trade at:

~60% premium to Finolex
Cables

~15% premium to KEI

~ 15% discount to Polycab .
Industries

FY26E Earnings: Implied Forward P/E Multiple Basis Average Price — RR Kabel
26.7x

FY25E Earnings: Implied Forward PE Multiple of Peers

Polycab KEI Industries Finolex Cables

34.0x 24.2x 21.8x

At an average price of Rs1,009, RRK is expected to trade at:

~10% premium to KEI
Industries

~20% premium to Finolex

~ 0, i
20% discount to Polycab Cables

Note: The estimated EPS for Polycab is basis our own assumptions, whereas, estimated EPS for KEI Industries and Finolex Cables are basis the Bloomberg estimates
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DISCLAIMER

v

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: |, Natasha Jain, research analyst, the authors of this report, hereby certify that the views expressed in this research report accurately reflects
my/our 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.
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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, fithess 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.

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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