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India Inc revenue growth in Q1
skids to 11-quarter low of 5.77%

Weak consumer
sentiment, subdued
expenditure on
infrastructure taking
a toll: ICRA Ratings

OUR BUREAU

Mumbai, September 12

Weak consumer sentiment,
along with a slowdown in the
infrastructure  sector  and
softening commodity prices
have slowed revenue growth for
the corporate sector to its slow-
est pace in 11 quarters.

The cumulative revenue
growth of 642 companies in the
Indian corporate sector skid to
5.7 per cent in the first quarter
of FY 2020, mainly due to weak
consumer sentiment and sub-
dued government spending on
infrastructure.

ICRA Ratings says the finan-
cial results of its sample com-
panies were reflected in sequen-
tial contraction of 7.7 per centin
revenue from consumer-ori-
ented sectors.

Additionally, demand from
the infrastructure segment was
down, with government spend-
ing on infrastructure projects
reducing in the run-up to the
general elections. This was re-
flected in the sharp slowdown
in growth in GFCF (gross fixed
capital formation) during the
fourth quarter of the last fiscal
year and the first quarter of the
current fiscal year to 3.6 per cent
and 4 per cent, respectively.

The EBITDA margin, however,
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reflects an optical improvement
of 136 basis points on a Y-oY
basis and remained flat sequen-
tially at 17.7 per cent in Q1
FY2020.

TransitiontoInd AS 116

“This was largely on account of
the transition to Ind AS 116,
whereby operating leases have
been capitalised by companies,
thereby reducing rental costs
and increasing depreciation
and interest outgo. PBT mar-
gins, on the other hand, con-
tracted on a Y-o-Y basis by 114 bps
to 7.8 per cent and improved se-
quentially,”ICRA said in a press
release.

Shamsher Dewan, Vice-Presid-
ent & Sector Head — Corporate
Sector Ratings, ICRA, said: “The
weakness in the consumer-
linked sectors has been visible
in multiple sectors. Automobile
sales reported a sharp double-
digit decline, which has contin-
ued into the current quarter as
well, while FMCG companies re-
ported a sequential slowdown
in volume growth in both rural
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and urban markets. However,
bucking the trend, companies
in the consumer durables sec-
tor reported growth during the
quarter on the back of sales of
cooling products due to the ex-
tended and harsh summer.” he
added.

Sector-specific trends
In terms of sector-specific
trends, consumer-linked sec-
tors such as automobiles and
FMCG reported weakening de-
mand. The declining consump-
tion in rural India and the over-
all slowdown in the economy
have led to plummeting year-
on-year volume growth for
FMCG companies in the first
quarter of this financial year.
“The performance (of FMCG
companies) has been mixed, as
most companies have seen a
quarter-on-quarter and year-on-
year decline in volume growth.
“Rural demand, which was
growing at 1.5x urban growth,
has come in line with the urban
growth or in some cases is grow-
ing below urban growth..

Volume growth has been soften-
ing, more so in the past two
quarters and the trend is across
the board for most companies,”
Amnish Aggarwal, Head of Re-
search at Prabhudas Lilladher
Pvt Ltd had recently told
BusinessLine.

Cement demand falls
According to Crisil, cement de-
mand this fiscal is set to more
than halve to 5.5 per cent from
the 12 per cent logged last year,
largely due to lower spending
by the government which, ac-
counts for about 40 per cent of
the demand.

This apart, the real estate sec-
tor, which adds up to 5-8 per
cent of demand, has been hit by
the liquidity crunch, labour
shortage, sand and water avail-
ability in key states.

All India cement demand fell
2 per cent in the first quarter of
this fiscal year with the East and
the North logging a fall of 4-5
per cent and 15 per cent, re-
spectively.

For the auto sector, the pain
continues unabated even in the
ongoing quarter, with passen-
ger vehicle sales getting
battered in July and August, ac-
cording to Society of Indian

Automobile Manufacturers
(SIAM) data.
Overall passenger vehicle

sales were at a 19-year low in
July. Car sales were the worst hit
in August, declining by 41 per
cent year-on-year (YoY) to
1,15,957 units against 1,96,847
units in the same month last
year.




