Performance of Private Corporate
Business Sectov; 2012-13*

The sales growth of the private (non-financial) corporate
business sector has further modevated during 2012-13.
Manufacturing sector vecovded lower sales growth for the
second consecutive year whereas the services sector (both IT
and others) evidenced lower demand in 2012-13. EBITDA
margin has declined continuously since 2009-10 for
manufocturing and since 2007-08 for the services (other
than IT) sector: Some improvement was noticed for the IT
sector in 2012-13. Performance of smaller companies in
some of the major industries was much worse than the
larger ones.

This article analyses the performance of the
private corporate business sector during 2012-13 based
on data relating to 2,931 listed non-government non-
financial (NGNF) companies. Besides analysing the
aggregate performance, it provides a brief analysis by
size and major industry groups. It also captures the
evolving trend in sales, expenditure and profit margins
of the corporate sector over a longer horizon. Detailed
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data have been made available on the website of the
Reserve Bank.

1. Moderation in sales growth and contraction in net
profit at the aggregate level

1.1 Sales growth (Y-0-Y) of 2,931 NGNF companies
decelerated sharply to 9.1 per cent during 2012-13 from
18.5 per cent in 2011-12. This is the lowest annual
growth in past ten years (Chart 1). However, in line
with sales, the expenditure on various heads also grew
at lower rates resulting in higher earnings before
interest, tax, depreciation and amortisation (EBITDA)
during 2012-13 (Table 1). With reduced support from
‘non-core’ income, earnings before interest and tax
(EBIT) growth slowed down. Net profit of listed NGNF
companies declined in 2012-13 for the second
consecutive year. However, contraction in net profits
was of lower order due to moderation in interest
expenses growth.

1.2 Expenditure growth has been outpacing sales
growth since 2009-10 which led to lowering of profit
margins. However, all the major components of
expenditure recorded lower growth in 2012-13. As a

Chart 1: Trends in Select Corporate Performance Parameters
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" Prepared in the Corporate Studies Division of the Department of Statistics and Information Management. The previous study "Performance of Private
Corporate Business Sector, during the 2011-12" was published in the September 2012 issue of the RBI Bulletin.
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Performance of Private Corporate Business Sector, 2012-13

Table 1 : Performance of the Listed
Non-Government Non-Financial Companies

No. of companies 2012-13 2011-12*
2,931 2,679
Items Amount Y-o-Y Y-o-Y
(X billion) | Growth®in | Growth®in
Per cent Per cent
1 2 3
Sales 29,760 9.1 18.5
Value of Production 30,009 8.8 17.8
Expenditure 26,184 9.6 20.7
CRM** 14,354 9.1 223
Staff Cost 2,157 14.6 17.4
Power and Fuel 1,032 10.3 27.0
Operating Profits(EBITDA) 3,825 3.5 1.7
Other Income@@ 704 14.9 40.7
Depreciation 1,031 9.7 10.6
Gross Profits(EBIT) 3,498 3.8 4.4
Interest 1,119 17.5 35.9
Earnings Before Tax (EBT) ™ 2,374 -0.2 -12.4
Tax Provision 626 5.1 3.3
Net Profits 1,748 2.0 -16.8
Paid-up Capital 1,204 5.5 5.0

* . Published in September 2012 issue of the RBI Bulletin

@ : Growth rates calculated on the basis of common set of companies
during any period

**% . CRM : Consumption of Raw Materials

@@ : Includes forex gain while forex losses are included in Expenditure

: Adjusted for non-operating surplus/deficit

result, contraction in EBITDA margin was of a lower

order in 2012-13 (Table 2).

Table 2: Important Performance Parameters

Period s o s s s 2 2
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1 2 3 4 5 6 7
2007-08 3,238 21.6 21.4 25.0 27.2 17.4 11.0
2008-09 2,549 17.2 19.5 -1.0 -18.4 15.1 8.1
2009-10 2,629 11.7 9.6 26.6 28.8 16.9 9.4
2010-11 2,763 190.8 22.1 12.4 15.8 15.6 9.0
2011-12 2,679 18.5 20.7 1.7 -16.8 13.5 6.4
2012-13 2,931 9.1 9.6 3.5 -2.0 12.9 5.9

2. Performance of small companies further deteriorated

2.1 Small companies (sales up to %1 billion) have
witnessed a persistent contraction in sales 2008-09
onwards. Medium sized companies (sales between 1
billion to 10 billion) witnessed sharp decline in sales
growth in the last two years. Sales of large companies
also moderated sharply in 2012-13 and recorded a
growth of 10.7 per cent which is the lowest in the last
six years (Table 3).

2.2 For small sized companies, EBITDA contracted in
the previous two years and net profits turned negative
in 2012-13. For medium sized companies, EBITDA

Table 3: Size Class wise Performance Parameters

Size Classes Large Medium Small
Period o q o q o q
5 = B £ ® < = B £ & < "§ E =) B
% g o 52| Sz | ¢ g o ¥z 32|k g & 5T | 339
N | S5 | % | S§| 25| 8% | &% | O% | S5 | 28| 5| 5% | S5 |55 258
O | 49 | EQ | <P | EY | 99| «P | 82| <2 | E2| 092 | 48| 28| 2| &S
o o o
g2 | g% 8% | G| 28| 8= | B%| 2% | EE ) £d| 5% E® | g% | EE| £
- = =
. &8 3 & 3 @ = 3 = 3 @ = 3 = 3
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
2007-08 21.7 23.5 26.1 18.5 12.1 229 32.5 37.6 14.8 8.4 11.4 16.9 0.8 10.1 5.4
2008-09 203 1.6 -12.5 16.2 9.3 10.2 -7.9 -40.6 11.9 4.3 -7.8 -40.2 -84.1 8.4 1.4
2009-10 13.0 27.1 26.4 17.6 10.2 9.6 25.0 45.7 14.7 6.5 -8.8 12.4 42.7 9.2 3.5
2010-11 20.6 13.3 18.1 16.2 9.8 19.1 7.5 4.1 13.2 5.6 -4.4 2.2 -70.4 8.7 1.1
2011-12 20.8 3.7 -15.0 14.0 7.0 9.5 9.5 -34.6 11.1 3.4 9.2 -23.6| 1257 6.3 1.2
2012-13 10.7 4.0 3.2 13.3 6.8 1.5 0.7 -62.1 10.5 1.3 9.3 -14.4 $ 5.4 4.7

Sales less than ¥1bn for small companies; between 1 bn to 10 bn for medium companies and more than I10bn for large companies.

$: Numerator / denominator Nil/Negligible.
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Chart 2: Interest Coverage - Size-wise
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remained almost flat while net profits contracted.
EBITDA growth of the large companies improved
marginally in 2012-13 and net profit grew by 3 per cent.

2.3 EBITDA and net profit margins have been steadily
declining since 2009-10 for all size groups.

2.4 Interest coverage ratio (EBIT/Interest Expenses)
continued to decline across size groups. The decline
slowed at the aggregate level and for medium and large
sized companies. Interest coverage ratio was lowest for
small companies at 0.7 in 2012-13 (Chart 2).
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3, Performance deteriorated across all sectors

3.1 Moderation in the sales growth in 2012-13 was
seen across all the three broad sectors. Manufacturing
sector recorded lower sales growth for the second
consecutive year whereas the services sector (both IT
and others) evinced lower demand in 2012-13
(Table 4). EBITDA margin has declined continuously
since 2009-10 for manufacturing sector. For the services
(other than IT) sector, EBITDA margin has declined
since 2007-08. Net profit margin also declined across
the sectors. IT sector continued to perform better
among the three sectors with improvement in EBITDA
growth and EBITDA margin in 2012-13.

3.2 A closer look at the components of expenditure
viz., CRM, staff cost and interest expenditure as a
percentage of sales revealed that, at the aggregate level
and also for the manufacturing sector, the reduction in
CRM in 2012-13 was neutralised by the increase in the
other components of expenditure, resulting in lower
EBT (earnings before tax) margin (Chart 3). EBT margin
declined for the services (IT and others) as well. For the
services (other than IT) sector, although CRM and staff
cost as percentage of sales declined, that of interest
expenses increased. For the IT sector, staff cost as
percentage of sales showed a significant increase.

3.3 The long term trend since beginning of the last
decade reveals that CRM to sales ratio for all listed NGNF
companies together has remained fairly stable and range

Table 4: Sector wise Important Performance Parameters

Sector Manufacturing Services (other than IT) IT
Period o a = a o a
= e & £ ) - g & £ B < g B £ I
g % g S S B g 2 B S e § E ] El=) & o
SN | &% | O% | S5 (25| 8% | 55| S5 | S§ 28| 8% |55 |95 | 35| 25§
o9 <2 | 88 <2 |l &7 o 9 <? | EQ < |l &7 o 9 <? | EQ <o | &2
| B=| g2 | & £E |\ 5= | 8% | 22| B8 £E| 5= E%| 2= | B8 £8
3 |8 |3 |5 |3 |® |8 |5 |8 |g |% |8 |5 |8 |¢8
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
2007-08 17.7 18.4 19.2 15.9 9.7 28.0 39.4 43.7 22.8 13.1 26.0 17.5 243 20.7 17.8
2008-09 16.3 -4.1 -25.6 13.5 6.6 12.2 -8.2 -22.0 20.9 10.7 18.1 17.9 2.7 20.6 15.5
2009-10 13.3 33.9 45.2 16.1 8.6 3.7 - -19.8 18.0 8.2 5.0 10.1 10.1 23.4 17.8
2010-11 23.0 11.9 20.6 14.4 8.3 7.1 9.3 3.4 17.7 7.8 15.0 11.4 12,5 222 16.7
2011-12 19.5 0.1 -21.7 11.9 5.5 14.3 -0.7 -42.2 16.1 3.7 18.6 14.9 233 21.6 17.5
2012-13 9.4 3.1 3.6 113 5.4 10.7 6.0 -29.6 16.0 2.7 113 17.0 7.1 225 16.8
- : Nil/Negligible.
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Chart 3 : Cost of Raw Materials, Staff Cost, Interest and EBT as Percentage of Sales

Co22 : 19
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2012-13 2011-12 2012-13 2011-12 2012-13 2011-12 2012-13
All Companies Manufacturing Services (Other than IT) 1T

W Raw Materials [ Staff Cost [ Interest EBT (excluding Other Income) [ Other Income

bound except for the dip during the crisis period and  Interest expenses have increased across all sectors and
the staff cost also remained stable (Table 5 & Chart 4).  size classes in the recent years. At an aggregate level,

Table 5: Cost of Raw Materials, Staff Cost and Interest as Percentage of Sales

CRM Staff Interest CRM Staff Interest CRM Staff Interest CRM Staff Interest
Cost Cost Cost Cost
All Companies Large Medium Small
Manufacturing
2007-08 55.2 4.7 2.2 55.0 4.3 1.8 55.9 5.8 3.3 54.6 7.1 4.2
2008-09 55.5 4.6 2.9 55.4 4.1 2.6 56.3 6.0 4.0 50.5 7.8 53
2009-10 55.8 4.6 2.5 56.4 4.1 2.2 53.9 6.3 3.5 50.4 8.2 5.0
2010-11 58.1 4.5 23 58.9 4.0 2.0 55.4 6.4 3.5 49.5 8.0 3.9
2011-12 61.4 4.3 2.8 62.5 3.8 25 56.0 6.6 4.2 51.1 9.4 5.0
2012-13 60.7 4.5 3.1 61.5 4.0 2.8 56.4 7.0 4.3 51.7 9.4 6.4
Services Other than IT
2007-08 113 6.3 3.2 10.3 5.9 2.8 14.3 7.2 4.2 14.4 8.5 4.2
2008-09 15.8 6.2 5.1 15.7 5.2 5.0 15.7 9.6 5.3 18.0 10.7 6.8
2009-10 17.8 6.2 3.6 18.8 52 3.1 14.1 9.6 5.0 14.8 11.9 7.5
2010-11 17.3 6.2 4.7 18.7 53 4.3 10.1 10.1 6.7 19.6 10.5 7.5
2011-12 8.0 6.3 6.2 7.8 53 5.1 8.2 10.0 11.2 15.1 10.3 6.6
2012-13 7.6 5.9 6.6 6.8 4.6 4.7 9.4 10.9 14.9 20.6 10.8 6.3
IT
2007-08 5.2 33.1 0.7 4.7 33.9 0.5 6.5 30.8 1.9 12.8 24.8 2.1
2008-09 53 32.0 1.3 52 32.4 1.0 4.7 30.9 2.5 12.0 26.1 3.5
2009-10 5.0 31.5 1.0 4.8 31.4 0.6 4.9 34.6 2.9 12.2 21.7 3.6
2010-11 4.4 34.5 1.0 4.2 34.8 0.7 4.1 34.0 2.4 15.5 24.3 7.0
2011-12 4.0 36.4 1.5 33 36.6 1.0 7.9 35.5 4.2 15.2 31.6 9.1
2012-13 2.7 39.0 1.5 2.0 39.4 0.8 7.6 36.2 6.0 10.5 33.5 9.2
All Companies
2007-08 43.2 7.3 23 422 7.2 1.9 46.3 7.4 3.4 43.4 8.8 4.3
2008-09 43.6 7.2 3.1 42.7 6.9 2.8 47.1 7.9 4.2 413 9.9 5.4
2009-10 45.0 7.0 2.7 45.0 6.7 2.4 45.8 8.1 3.9 41.7 9.9 5.2
2010-11 46.5 7.0 2.7 460.7 6.7 2.4 46.3 8.4 3.9 41.4 10.0 52
2011-12 49.0 7.0 3.4 49.6 6.6 3.0 460.5 8.8 5.2 41.3 11.4 6.2
2012-13 48.2 7.2 3.8 48.6 6.9 3.4 46.4 9.1 6.0 42.0 11.7 7.2

Sales is less than " 1bn for small companies; between 1 bn to 10 bn for medium companies and more than ¥10bn for large companies.
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Chart 4: Trends in Components of Expenditure

Chart 4.1: All Companies Chart 4.2: Manufacturing Sector
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however, interest to sales ratio has remained below the
' Chart 5: Cement and Cement Products
levels observed in 2000-01. 35-
4. Sales moderated across industries but smaller »
companies suffered more even in comparatively
better performing industries 25-
4.1 Most of the industries followed the general trend = 201
of lower sales growth and lower profit (EBITDA) ©
margins in 2012-13 compared to 2011-12. In the basic & 151
goods sector, sales growth of the cement industry 1o
declined sharply to 10.6 per cent in 2012-13 after
reaching a peak of 24.5 per cent in 2011-12. Profit 51
margin moderated in 2012-13 after a slight improvement
_ _ _ 0 . ; . ; ; .
in 2011-12 (Chart 5). For the iron & steel industry also, 8 2 S = N oY
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decline for three consecutive years (Chart 6). Also, a
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Chart 6: Iron & Steel Chart 7: Motor Vehicles & Other
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size wise analysis indicates a pronounced difference 4.2 In the consumer goods sector, motor vehicles
in the sales growth and profit margin of the smalland  industry suffered huge decline in sales growth in 2011-
large size companies within the iron & steel industry 12 followed by further contraction in sales in 2012-13
(Table 6). (Chart 7). Textile industry also witnessed decline in

Table 6: Important Performance Parameters of Select Industries

Industry Period All Companies Large Medium Small
s s s s
°n | 3§ | ¥5| 65| S5 | X8| o5 | S8 | FE| 2% |58 5%
o o o v o o v v
oS | 85|25 | 52|85 25| 32|85 25| 52|85 25
AT |l p&a | 2a | BT | B0 &7 | B 0 &7 BA | Oa
& ) Z a ) Z a ) = a a Z
= = = =
1 2 3 4 5 6 7 8 9 10 11 12 13

Cement and cement products 2011-12 24.5 20.6 8.9 25.5 21.7 9.5 17.8 13.6 4.6 24.5 11.8 -1.2
2012-13 10.6 19.4 10.2 10.8 20.3 10.7 9.3 11.5 5.9 5.4 11.1 5.3

Construction 2011-12 8.2 14.7 4.9 10.4 14.9 5.0 3.6 12.8 3.9 -22.0 19.7 11.5
2012-13 4.3 125 4.1 5.1 125 4.3 -3.0 12.9 2.1 -16.1 13.3 5.0
Iron and steel 2011-12 18.3 16.0 5.1 20.9 17.5 5.9 3.2 5.5 -0.8 -7.6 1.5 2.6
2012-13 9.0 15.2 4.3 10.9 16.7 5.1 -1.7 5.9 -0.6 -11.9 3.6 -4.1
Motor vehicles and other 2011-12 13.2 104 6.1 12.9 104 6.3 16.4 10.6 5.3 2.2 7.1 4.2
transport equipments 2012-13 0.4 10.1 5.4 0.2 10.3 5.7 -4.9 9.2 3.1 -0.1 4.0 3.9
Pharmaceuticals and medicines | 2011-12 18.9 18.2 9.0 23.2 20.0 9.4 7.8 13.4 8.4 2.6 3.2 4.2
2012-13 7.8 17.0 10.1 7.7 18.5 11.8 9.2 13.3 5.7 2.7 59 -1.9
Textiles 2011-12 12.4 10.7 1.8 18.6 13.6 3.8 5.8 6.0 -1.1 -17.2 5.6 5.2
2012-13 11.2 12.4 2.1 15.7 14.5 3.7 4.6 8.8 -0.1 -8.90 2.5 9.5
Machinery ™ 2011-12 16.6 9.7 4.8 17.9 0.8 5.2 13.2 9.1 3.6 5.4 0.8 3.7
2012-13 3.6 8.4 3.4 5.7 83 3.2 -3.9 9.1 5.1 2.1 4.4 6.8

~: includes Machinery & Machine Tools and Electrical Machinery and Apparatus
Sales less than ¥1bn for small companies; between 1 bn to 10 bn for medium companies and more than I10bn for large companies.
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Chart 8: Textiles
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Chart 9: Pharmaceuticals & Medicines
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sales growth for two consecutive years (Chart 8) with
noticeable differences between the large and the small
size companies (Table 6). Sales growth in the
pharmaceuticals industry slumped in the post-crisis
period up to 2010-11 (Chart 9). It witnessed a sharp
recovery in 2011-12 which could not be sustained in
2012-13. Margins continued moderating for the motor
vehicles and pharmaceuticals industry but improved
slightly for the textiles industry. In all the industries,

EBITDA margins were much lower for small sized
companies (Table 6).

4.3 In the capital goods sector, which is considered a
vehicle of growth, machinery industry recorded two
years of decelerating sales growth with contraction in
profit margin (Chart 10). Construction industry is yet
to show any sign of recovery post crisis though profit
margin remained almost steady with slight moderation
in 2012-13 (Chart 11).

Chart 10: Machinery
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Chart 11: Construction
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5. On a quarterly basis, decline in sales growth
remained unabated, profit margin steadied

5.1 An analysis of the performance of (NGNF) listed
companies over the quarters reveals that sales growth
witnessed moderate decline in the first three quarters
of 2012-13 and plummeted sharply in the fourth quarter
(Table 7).

5.2 EBITDA contracted at the aggregate level in Q4
after positive growth in Q2 and Q3.

Performance of Private Corporate Business Sector, 2012-13

5.3 Growth in interest expenses declined noticeably
over the quarters except an increase in Q3 of 2012-13.
Support from other income also gradually declined over
the quarters.

5.4 Net profits contracted in Q4 of 2012-13 after
growth in Q2 and Q3. However, profit margins declined
during the first two quarters and remained almost
stable in the last two quarters.

Table 7: Performance of the Select Companies over the Quarters

Item 2011-12 2012-13
Q1 Q2 Q3 Q4 Qo1 Q2 Q3 Q4
1 2 3 4 5 6 7 8
No. of companies 2,227
Year-on-year Growth rate in per cent
Sales 223 18.9 19.1 15.6 13.9 11.6 9.3 3.6
Expenditure 22.6 22.0 24.6 16.6 16.2 12.3 8.0 4.2
Operating Profits (EBITDA) 13.3 -0.1 53 -0.4 3.2 12.2 7.7 -0.4
Other Income 65.3 46.3 87.6 49.2 24.3 49.9 0.8 -1.2
Depreciation 11.0 11.0 11.5 10.5 9.9 9.5 9.7 7.4
Gross Profits (EBIT) 19.3 3.0 -0.5 4.3 2.8 20.2 58 2.6
Interest 35.2 61.0 55.4 38.8 36.4 9.7 16.0 9.4
Net Profits 8.4 -32.6 -29.9 5.0 0.1 26.0 25.8 -15.2
Ratios in Per cent
EBITDA Margin 15.2 13.2 12.8 13.3 129 13.2 12.6 12.7
EBIT Margin 13.5 11.9 115 12.6 11.5 12.8 11.2 11.8
Net Profit Margin 7.8 6.4 5.1 7.2 6.2 7.2 5.9 5.9
Interest to Sales 3.1 3.4 3.4 3.3 3.7 3.4 3.6 3.5
Interest to EBIT 22.7 29.0 29.2 26.5 31.8 26.4 32.3 29.7
Interest Coverage (Times) 4.4 3.5 3.4 3.8 3.1 3.8 3.1 3.4
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