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Q3 revenue likely fell 2-3% as slowdown gave no quarter
EBITDA also estimated to have declined for the second quarter in a row

Lower commaodity prices and languishing demand across consumption segments likely pared India Inc’s revenue
for the second quarter on the trot in the three months ended December 31, 2019, shows a CRISIL Research

estimate based on an analysis of 300 companies that accountfor ~60% ofthe market capitalisation ofthe National
Stock Exchange (NSE), excluding banking, financial senices, insurance, and oil players.

At 2-3%, the decline exacerbates the pain from a 3-4% decline seen the previous quarter. This marks a hard fall
from the preceding four quarters (between the second quarter of fiscal 2019 and the first quarter of fiscal 2020),
when aggregate revenue had grown 11-12% on average.

Says Prasad Koparkar, Senior Director, CRISIL Research, “Pain in automobiles continues owing to
demand slowdown. Aggregate revenue of listed automobile playersis estimated to have dropped 9-10%
in the third quarter. In arub-off, revenue of automotive component makersis estimated to have fallen 13-
15% amid production cuts. During the quarter, revenue growth of fast moving consumer goods
companies, too, is expected to have moderated 4-6%, owing to weakening rural consumption.”

Among sectors, aggregate revenue of power companies is estimated to have declined 3-4%, against an average
of 8% in the previous four quarters, due to a slowdown in power demand across regions.

Revenue of petrochemicals companies is expected to have fallen 17-19% on-year due to lower realisations amid
a fall in feedstock naphtha prices (~7%) as crude prices trended lower.

Construction-linked sectors are expected to log arevenue decline of ~6% on-year, because ofan 18-19% decline
in steel products and falling realisations (flat steel prices dropped 21%).

Large cement players, though, will likely log ~4% growth in revenue, primarily on account of a rise in volumes.

Owerall, earnings before interest, tax, depreciation and amortisation (EBITDA) is expected to have fallen 1-2%
on-year for the quarter, adding to a nearly 1% drop the previous quarter. This comes despite support from telecom

and retailing sectors, which are benefiting from accounting changes. Excluding these, the fall would have been
sharper, at 6-7%.

Onereason for the decline is higherfixed cost amid weak demand for sectors such as automobiles, which nullified
gains from lower commodity prices. Second, weak global demand and weakness of rupee hurt export-linked
sectors. Among other factors, domestic prices offlat steel and aluminium were lower on-year by ~21% and ~14%,
respectively, and oil prices softened 9%.

Says Hetal Gandhi, Director, CRISIL Research, “For key sectors such as automobiles and steel products,
EBITDA margin is expected to have declined 150-350 bps on-year, given lower utilisation and a slump in
domestic realisations, respectively. Indeed, nine of 19 key sectors evaluated are expected to show an on-
year drop in margins for the quarter. On the other hand, cement companies’ margins are likely to have
expanded 200 bps on account of improved realisations and lower power and fuel costs.”
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Annexure

The story in charts

Last five quarters witnessed falling revenue growth on-year
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EBITDA decline is even steeper for sectors other than telecom and retailing
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Overall EBITDA margin expanded marginally in Q3FY20 on-year
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Note: Analysisis across 300 companies comprising ~60% of the NSE’s market cap (excluding financial services and oil companies),
E- estimated

Source: CRISIL Research

Low commodity prices augur well for end-user industries
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Boost to export-linked sectors tapering, as currency depreciation wears off
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About CRISIL Limited

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India’s foremost provider of ratings, data, research, analytics and solutions, with a strong track record of grow th, culture of
innovation and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers.

It is majority ow ned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and data
to the capital and commodity markets w orldw ide.

For more information, visit ww w .crisil.com

Connect with us: LINKEDIN | TWITTER | YOUTUBE | FACEBOOK

About CRISIL Research

CRISIL Researchis India's largest independent integrated research house. We provide insights, opinion and analysis on the Indian
economy, industry, capital markets and companies. We also conduct training programs to financial sector professionals on a wide
array of technicalissues. We are India's most credible provider of economy and industry research. Our industry research covers 86
sectors and is know n for its rich insights and perspectives. Our analysis is supported by inputs from our large netw ork sources,
including industry experts, industry associations and trade channels. We play a key role in India's fixed income markets. We are the
largest provider of valuation of fixed income securities to the mutual fund, insurance and banking industries in the country. We are
also the sole provider of debt and hybrid indices to India's mutual fund and life insurance industries. We pioneered independ ent equity
researchinIndia, and are today the country's largest independent equity research house. Our defining trait is the ability to convert
information and data into expert judgments and forecasts with complete objectivity. We leverage our deep understanding of the
macro-economy and our extensive sector coverage to provide unigue insights on micro-macro and cross-sectoral linkages. Our talent
pool comprises economists, sector experts, company analysts and information management specialists.

CRISIL Privacy

CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfilyour request
and service your account and to provide you with additional information from CRISIL. For further information on CRISIL's privacy
policy please visit ww w .crisil.com.

Disclaimer

This Press Release is transmitted to you for the sole purpose of dissemination through your new spaper / magazine / agency. The
Press release may be used by youin full or in partw ithout changing the meaning or context thereof but with due credit to CRISIL.
How ever, CRISIL alone has the sole right of distribution of its Press Releases for consideration or otherwise through any media
including w ebsites, portals etc.

CRISIL has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL from sources
w hich it considers reliable. How ever, CRISIL does not guarantee the accuracy, adequacy or completeness of information on w hich
this Press Release is based and is not responsible for any errors or omissions or for the results obtained fromthe use of this Press
Release. CRISIL, especially states thatit has no financial liability w hatsoever to the subscribers/ users/ transmitters/ distributors of
this Press Release.
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