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Cords Cable Industries is one of the most diversified players, with
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specialized player in the C&I Cables. Further, Cords Cable has
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large number of products that are pre-approved by the clients. This
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:

532941

immensely helps the company in getting repeat orders.

AT A GLANCE

presence across all the sub-segments of the C&I Cables in the
domestic market. Though other companies like KEI Industries are
present in the C&I Cables, Cords Cable has advantage of being a

Metro Projects - Growth driver
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:
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Background: Cords Cable Industries is one of the

largest
manufacturers
of
Control
and
Instrumentation Cables (C&I) in India, supplying to
various end users industries like Metros, Refineries,
Capital Goods and Real Estate sectors, Power,
Airports, Railways etc. The company’s 90% of the
revenues comes from C&I Cables, while balance
is from Power Cables, which is manufactured for
the requirements of its C&I cable customers.

Cords Cable is an associated and approved vendor with all the
Metros in India and has been supplying to the Metro projects in
Lucknow, Chennai, Delhi, Hyderabad, Kochi, Bangalore, Mumbai,
Jaipur etc. Due to the large opportunities in the signaling cables,
special cables being sold to the Metro, Cords Cable will benefit from
Governments’ increased thrust on the Metro projects in various
cities.
Diversified client mix

Cords Cable Industries has highly diversified business model,
both in terms of client concentration as well as the sectors it
services. No client accounts for more than 20-22% of the revenues.
Further, it caters to a diverse set of industries ranging from Metros,
Capital Goods to Refineries as well as end user companies like
Berger Paints, Asian Paints, Biocon etc. Also, government and
PSUs account for 40% of the revenues, while the balance comes
from Private companies.
Outlook & Valuation
We Initiate coverage of Cords Cable with a BUY rating. Given the Increasing
demand , Increasing capacity expansion, Diversified product basket ,Increasing
metro projects and diversified clientele are key positives for the stock. We expect
Cords Cable to report an EPS growth of 20% for the next 3 years. At the CMP of
INR 78, the stock trades at 6.16x EPS of FY19E. Key Risks to our
recommendation include any steep increase in raw material cost and competition
from peer companies.

Investment Arguments
Cords Cable Industries is one of the largest manufacturers of Control and
Instrumentation Cables (C&I) in India, supplying to various end users industries like Metros,
Refineries, Capital Goods and Real Estate sectors, Power, Airports, Railways etc. The company
manufacturing capacity of ~65,000 KM per annum at Bhiwadi and Bhiwadi Ext. (Kaharani). The
company also provides comprehensive customized solution in the field of C&I Cables to various
industries. The company’s 90% of the revenues comes from C&I Cables, while balance is from
Power Cables, which is manufactured for the requirements of its C&I cable customers.
.
Company Profile:

Diversified product basket
Cords Cable Industries is one of the most diversified players, with presence across all the subsegments of the C&I Cables in the domestic market. Though other companies like KEI Industries
are present in the C&I Cables, Cords Cable has advantage of being a specialized player in the
C&I Cables. Further, Cords Cable has large number of products that are pre- approved by the
clients. This immensely helps the company in getting repeat orders. The company caters to a wide
range of institutional clients across various industries, catering to both the private and public sector
clients.

Metro Projects
Cords Cable is an associated and approved vendor with all the Metros in India and has been
supplying to the Metro projects in Lucknow, Chennai, Delhi, Hyderabad, Kochi, Bangalore,
Mumbai, Jaipur etc. Due to the large opportunities in the signaling cables, special cables being
sold to the Metro, Cords Cable will benefit from Governments’ increased thrust on the Metro
projects in various cities.
Further, Cords Cable sees a very large opportunity in the ongoing investments in the Freight
Corridor projects. Out of the 3600km of the projects to be undertaken, only orders worth 600km
have been placed so far. On account of orders placed so far, the revenue opportunity for Cords
Cable is ~Rs 2bn, spread over a period of 4-5 years.

Indian refinery sector - Big Opportunity
Indian refineries have been asked by the government to comply with BS-VI by April 2020, leading
to huge spending by the downstream companies on IT infrastructure. The company has already
started supplying C&I Cables to these companies. Opportunity from this compliance is expected
to be ~Rs 2bn for Cords Cable, spread over a period of 2-3 years.
In the 12th Five year plan period, 50 million tonnes will be added to the total refining capacity of
India, through capacity expansion projects of existing units. While new refinery units, which are
expected to come up in the near future, will add up to 90.5 million tonnes to India’s total refining
capacity. This coupled with fresh impetus on IT infrastructure development to comply with BS- VI,
presents a new opportunity for C&I Cable manufacturers. Cords Cable has started supplying to
Indian downstream companies from FY17, which will gradually ramp in the coming years.

Freight Corridor & railway upgradation projects – Emerging opportunity
Cords Cable is an associated and approved vendor with all the Metros in India and has been
supplying to the Metro projects in Lucknow, Chennai, Delhi, Hyderabad, Kochi, Bangalore,
Mumbai, Jaipur etc. Due to the large opportunities in the signaling cables, special cables being
sold to the Metro, Cords Cable will benefit from Governments’ increased thrust on the Metro
projects in various cities.
Further, Cords Cable sees a very large opportunity in the ongoing investments in the Freight
Corridor projects. Out of the 3600km of the projects to be undertaken, only orders worth 600km
have been placed so far. On account of orders placed so far, the revenue opportunity for Cords
Cable is ~Rs 2.2bn, spread over a period of 4-5 years.

Fuel Gas Desulphurization (FGD) - Thermal Power Plant
Government of India has identified around 180,000MW of Thermal Power, where the emissions
of various toxic gasses are to be reduced under the Fuel Gas Desulphurization (FGD) project. As
per the government directive, the FGD is time bound and has to be completed by 2018. However,
implementation has been slow and it has just started picking up.
Cords Cables is already an approved supplier. With requirements of instrumentation cable to be
catered to in the FGD projects owing to the huge automation, the company is in advance stages
of tying up for a substantial chunk of this business.

Fertilizer Expansion
With the recent announcements of new Urea investment policy by the Government of India,
several green field and brown field projects are taking off throughout the country. Cords Cable is
an approved vendor for the supply of all types of cables and shall be supplying a major share to
the fertilizer projects.
Cords Cable has already received orders for special category of cables (Fire Alarm &
Communication and Field Bus cables) from Engineers India for the Ramagundam project. This
project is expected to be commissioned by FY19. Apart from this Gorakhpur, Barauni, Sindri &
Talchar Projects for which the estimated project capex is of ~Rs 300bn in likely to happen in
2019.Tender for selection of the contractor has been already floated for the project. Cords Cable
is expecting cable enquiries in FY19 and expects all these projects are to be commissioned by
FY20.
Cords Cable clients such as RCF, NFL , KRIBHCO are undergoing various expansion projects
and increasing production capacities by revamping & setting up new plants. The contractors for
all these projects shall be finalized by FY18. Cords Cable is an approved supplier for all fertilizer
companies and is expecting cable enquiries by FY19.
Reducing dependence on power sector
Cords Cable has been consciously reducing its exposure to the Power sector, a step that shall
improve its Receivable's Cycle as well as over dependence on a single sector. Few years ago,
over 55% of its total Sales used to come from the Power sector alone, making the company highly
sensitive to investment in that sector. This has gradually & strategically been de-risked and
contribution of power sector to its revenues has declined from 36% in FY16 to 29% of in FY17
and is expected to go down further to 9% in FY18, largely on account of pick-up in order inflows
from Metros, Freight Corridor, Hydro Carbon, Fertilizers etc.

Diversified Client Mix
Cords Cable Industries has highly diversified business model, both in terms of client concentration
as well as the sectors it services. No client accounts for more than 20-22% of the revenues.
Further, it caters to a diverse set of industries ranging from Metros, Capital Goods to Refineries
as well as end user companies like Berger Paints, Asian Paints, Biocon etc. Also, government
and PSUs account for 40% of the revenues, while the balance comes from Private companies.
Largest customer, L&T accounts for about 20-22% of the revenues. Also, supply to refineries that
started in FY17, will further diversify its revenue mix going forward. The company expects better
margin in the refineries and other end user businesses.
Capacity ramp up - Growth Driver
The company has a manufacturing facility at Bhiwadi with an annual capacity of 65,000 KM per
annum. However, operational capacity is ~42000 KM per annum as the company can optimally
produce ~60-70% of the theoretical capacity, due to varied specifications of different clients.
Currently, the company is operating at a capacity utilization of ~60% of the practical manufacturing
capacity. With surge in demand from various sectors, the company management expects the
sales volumes to grow at a CAGR ~20% over the next two years.
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Disclaimer for Investors
This report is for private circulation and for the personal information of the authorized recipient only, and we are not
soliciting any action based upon it. This report is not to be construed as an offer to sell or the solicitation of an offer to buy
any security in any jurisdiction where such an offer or solicitation would be illegal. It does not provide individually tailormade investment advice and has been prepared without regard to any specific investment objectives, financial situation,
or any particular needs of any of the persons who receive it. The research analyst who is primarily responsible for this
report certifies that: (1) all of the views expressed in this report accurately reflect his or her personal opinions about any
and all of the subject securities or issuers; and (2) no part of any of the research analyst’s compensation was, is, or will
be directly or indirectly related to the specific recommendations or views expressed in this report. This report has been
prepared on the basis of information that is already available in publicly accessible media or developed through analysis
of Sublime Financial services pvt Limited makes every effort to use reliable, comprehensive information, but we make
no representation that it is accurate or complete. The views expressed are those of the analyst and the Company may or
may not subscribe to all the views expressed therein. Sublime Financial services pvt Limited reserves the right to make
modifications and alterations to this statements as may be required from time to time without any prior approval. Sublime
Financial services pvt Limited, its affiliates, directors and employees may from time to time, effect or have effect an own
account transaction in or deal as agent in or for the securities mentioned in this report. The recipient should take this
into account before interpreting the report. All investors may not find the securities discussed in this report to be suitable.
Sublime Financial services pvt Limited recommends that investors independently evaluate particular investments and
strategies. Investors should seek the advice of a financial advisor with regard to the appropriateness of investing in any
securities / investment strategies recommended in this report. The appropriateness of a particular investment or strategy
will depend on an investor’s individual preference. Past performance is not necessary a guide to future performance.
Estimates of future prospects are based on assumptions that may not be realized. The news items appearing in this are
collected from various media sources and we make no representations that it is complete or accurate.

