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Finolex Industries
Sharp beat led by margin despite soft volume, Maintain BUY

Finolex Industries delivered a mixed performance in Q4FY26. Its revenue
missed our estimate by 8.9% on lower pipe volume of -0.5% y/y vs. ARe
0f 10%, due to weak demand for agri pipe. However, its EBITDA sharply
exceeded our estimate by 51.8% driven by 1,065bps y/y rise in margin to
25.3% vs. our estimate of 15.2%, led by MTM inventory gain (Rs350-
400m) and better-mix. Looking ahead, we expect its business risk profile
to improve over the medium-term, due to rising share of high-margin
non-agri pipe volume (from 32% in Q4FY25 to 34% in Q4FY26). We
expect the company’s EPS to clock 10% CAGR over FY26-28e. At CMP,
the stock trades at a P/E of 19.4/16x of FY27/28e EPS vs. 5-year pre-
COVID average of 17.1x, which appears to be reasonable. Hence, we
maintain BUY rating on the stock with an unrevised TP of Rs240, valuing
it at 20x P/E on FY28e.

Margin Improvement on MTM Inventory Gain and Better Mix: The
company appears to have again lost market share in Q4FY26, as it posted
marginally negative pipe volume growth vs. healthy positive volume growth
reported by its major peers (ASTRA: up 24.2%, SI: up 18.3%, PRINCPIP: up
23.2%). The agri pipe volume was down 3% y/y, while non-agti pipe volume
grew by 6% y/y in Q4FY26. CPVC/fittings constituted 7-8/9% of volume in
QA4FY26 (vs. 6-7/9% in Q4FY25). Shate of non-agti pipe improved to 34% in
QA4FY26 from 32% in Q4FY25, due to decline in agti pipe volume (down 3%
y/y), while non-agti pipe volume grew by 6% y/y in Q4FY26. EBITDA/APAT
grew by 94/59% y/y in Q4FY26, due to MTM inventory gain, better-mix and
weak base effect. Net cash balance increased to Rs25.6bn in Mar-26 from
Rs24.3bn in Dec-25.

Guidance: The management has guided for high-single to low-double-digit
volume growth with sub-15% EBITDA margin for FY27. The company targets
to increase the share of non-agri pipe to 50% over the next 4-5 years from 37%
in FY26. It sources significant portion of VCM from the Middle East, but is
actively working to diversify its supply chain to Far East and North-East Asia
due to the ongoing geo-political conflicts. The company does not have any
major growth capex plan for FY27, as the management believes the current
production capacity (520 ktpa) can cater to the near-term growth requirement.
Budgeted capex is estimated at Rsl-2bn for FY27e. Despite limited capex
programme, the board has not made a final decision yet on the utilisation of
surplus cash in in the company’s books.

Outlook and Valuation: Considering soft volume in Q4FY206, we have slightly
trimmed our EPS estimates by 4.6/0.1% for FY27/28e. We maintain BUY
rating on the stock with an unrevised TP of Rs240, valuing it at an unchanged
multiple 20x FY27/28e EPS. Key Risks: (2) Slowdown in real estate; (b) loss
of market share in plastic pipes; and (c) weak global PVC resin prices.
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Quick Glance - Financials and Valuations

Fig 1 — Income Statement (Rs m)

Fig 2 - Balance Sheet (Rs m)

YIE Mar FY24 FY25 FY26 FY27e FY28e YIE Mar FY24 FY25 FY26 FY27e FY28e
Net revenues 43174 41420 41,134 48,605 55,069 Share capital 1,237 1,237 1,237 1237 1,237
Growth (%) (1.8) (4.1) (0.7) 18.2 13.3  Networth 56,343 60,969 62,147 65489 70,139
Direct costs 30,709 29964 26,903 33,110 37,698  Debt 3820 2211 4373 4373 4373
SG&A 3,000 3,064 7244 8905 9,001 Minority interest - - - - -
EBITDA 5882 4,758 6987 6590 8370  DTL/(Assets) 233 2391 2121 2121 2121
EBITDA margins (%) 13.6 11.5 17.0 13.6 15.2 Capital employed 62,496 65571 68,642 71,983 76,634
- Depreciation 1,160 1,067 1,068 1,107 1,138  Nettangible assets 10,444 9,905 10,062 9,760 9,427
Other income 1,800 2,466 2,114 2,349 2,349 Net intangible assets 143 213 112 112 112
Interest expenses 365 296 206 310 310 Goodwill
PBT 6,506 10,432 8,050 8,184 9,934  CWIP (tang. &intang.) 189 732 279 279 279
Effective tax rates (%) 27.2 23.3 25.6 252 252 Investments (strategic)
+ Associates / (Minorities) 382 402 422 662 662 Investments (financial) 23,711 27,656 25367 25367 25,367
Net income 4,736 8,000 5,991 6,124 7,433 Current assets (excl. cash) 1,770 1,003 1,323 1482 1,619
Adj. income 4,757 4,802 6,138 6,124 7,433 Cash 22,465 22,694 24931 27,486 30,751
WANS 618 618 618 618 618  Current liabilities 519 3807 3,650 3,692 3,728
FDEPS (Rs) 7.7 7.8 9.9 9.9 120  Working capital 8,970 7175 10,218 11,189 12,807
FDEPS growth (%) 93.4 724  (26.4) 2.3 224 Capital deployed 62,496 65571 68,642 71,983 76,634
Gross margins (%) 28.9 27.9 34.6 319 315 Contingent liabilities - - - - -
Fig 3 - Cash-flow Statement (Rs m) Fig 4 - Ratio Analysis
YIE Mar FY24 FY25 FY26 FY27e FY28e YIE Mar FY24 FY25 FY26  FY27e FY28e
PBT 6506 10432 8050 8184 9934 By 320 232 153 194 160
+ Non-cash items 1,160 1,067 1,068 1,107 1,138 EV// EBITDA (x) 227 19.1 105 145 11.0
Oper. prof. before WC 7,666 11,500 9,118 9,291 11,071 EV/ Sales (x) 31 22 18 20 17
-Incr./ (decr.) in WC (1 09) 1,230 (3,790) (1 ,088) (1 ,718) P/B (x) 27 18 15 18 17
Others incl. taxes (3,1 72) (8,772) (3,769) (4,099) (4,539) RoE (%) 9.0 8.2 10.0 96 11.0
Operating cash-flow 4,385 3,958 1,559 4,104 4,813 RoCE (%) - After tax 6.0 46 6.8 6.0 75
- Capex (tang. + intang ) (817) (1,140)  (671) (805) (805)  RoiC (%) - Before tax 342 285 422 336 45
Free cash-flow 3,568 2,817 888 3,299 4,008 DPS (RS) 25 3.6 28 45 45
Acquisitions Dividend yield (%) 10 20 18 25 25
- Div. (incl. buyback & taxes) (1,546) (2226) (1,700) (2,783) (2,783)  Dividend payout (%)-inc. DDT ~ 326  27.8 284 454 374
+ Equity raised - - - - = Netdebt/equity (x) (03) (03 (03 (03)  (04)
+ Debt raised (1,445) (1,609) 2,162 Receivables (days) 39 33 32 32 32
- Fin investments (4,454) (3,945) 2,289 - - Inventory (days) 62 69 91 84 85
- Misc. (CFI + CFF) 5524 5192 (1,403) 2,039 2,039 Payables (days) 24 39 33 33 33
Net cash-flow 1,647 229 2,236 2,556 3,265 CFO : PAT % 922 824 254  67.0 64.8
Source: Company, Anand Rathi Research Source: Company, Anand Rathi Research
Fig 5 - Price Movement Fig 6 - Revenue and EBITDA Margin Trends
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Fig 7 - Results Highlights

(Rs m) Q4FY26 Q4FY25 yly (%) Q3FY26 q/q (%) FY26 FY25 yly (%)
Revenue 13,139 11,718 121 8,977 46.4 41,134 41,420 (0.7)
RM 6,863 7,679 (10.6) 5,149 333 23,963 26,761 (10.5)
Gross Profit 6,276 4,039 55.4 3,827 64.0 17,172 14,659 1741
Employee 620 513 20.9 504 23.0 2,227 2,223 0.2
Others 2,336 1,814 28.8 1,894 234 7,957 7,717 31
EBITDA 3,320 1,713 93.9 1,430 132.2 6,987 4,719 48.1
D&A 262 269 (2.5) 265 (1.1) 1,068 1,067 0.0
EBIT 3,058 1,444 111.8 1,165 162.6 5,920 3,652 62.1
Interest cost 78 62 254 30 156.6 206 296 (30.6)
Int. & other income 530 850 (37.7) 435 217 2,535 2,907 (12.8)
PBT 3,510 2,232 57.3 1,570 123.6 8,249 6,263 317
Tax 898 586 53.1 409 119.5 2,060 2,432 (15.3)
PAT 2,613 1,646 58.7 1,161 125.1 6,189 3,830 61.6
APAT 2,620 1,653 58.5 1,308 100.3 6,119 4,662 313
As % of revenue bps yly bps g/q bps yly
Gross margin 478 345 1,330 426 513 4.7 354 635
Employee 47 44 34 5.6 (90) 5.4 5.4 5
Others 17.8 15.5 230 211 (331) 19.3 18.6 7
EBITDA margin 253 14.6 1,065 15.9 934 17.0 114 559
Tax rate 256 26.3 (69) 26.0 (48) 250 38.8 (1,387)
APAT margin 19.9 14.1 584 14.6 537 14.9 11.3 362
Source: Company
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I Earnings Concall - Key Highlights

Demand: There was no uptick in agri-pipe demand in Q4FY26, due
to the uptrend in PVC resin prices, and the weak sentiment continued
in Apr-26. Demand saw marginal recovery in May-26 from agri
segment ahead of monsoon season. However, non-agti pipe demand
was good in Q4FY26. Overall demand for FY27 will be influenced by
the performance of monsoon and government spending on Jal Jeevan
Mission.

Guidance: The company guided for high-single to low-double-digit
volume growth and EBITDA margin in sub-15% range in FY27e. The
long-term target is to have a balanced portfolio with agri and non-agri
mix being 50:50 in the next 4-5 years. The management believes its
current production capacity of 520ktpa provides sufficient headroom
for growth in the near-term.

Pipe: Sales volume fell 0.5% y/y in Q4FY26, mainly due to subdued
demand for agti pipe. CPVC/fittings constituted 7-8/9% of volume in
Q4FY26 vs. 6-7/9% in Q4FY25. The fittings segment volume is
growing by 9-10% and the CPVC portfolio is growing by 8-9%
annually.

EBITDA & EBITDA Margin: EBITDA surged by 94% y/y, while
EBITDA margin came in at 25.3% in Q4FY20, led by inventory gains
of Rs350-400m and better product-mix.

Product-mix: Share of non-agri pipe improved to 34% in Q4FY26
from 32% in Q4FY25, due to decline in agri pipe volume (down 3%
y/y), while non-agti pipe volume grew by 6% y/y in Q4FY26.

VCM sourcing: A significant portion of VCM is sourced from the
Middle East. Due to ongoing conflicts, the company is actively working
to diversity its supply chain towards the Far Fast and North-East Asia.
However, the management does not anticipate a major impact on its
pipe segment in FY27, as PVC is readily available from other regions
like North-East Asia and the US.

Capex: The company maintains its stance to incur annual capex of
Rs1-2bn for growth and maintenance.

Net Cash: The company’s net cash balance increased to Rs25.6bn in
Mar-26 from Rs24.3bn in Dec-25. However, its board has not made a
final decision on utilisation of surplus cash in the company’s books.

Anand Rathi Research



27 May 2026 Finolex Industries — Sharp beat led by margin despite soft volume, Maintain BUY

I Story in Charts

Fig 8 - Pipe Volume Growth (yly) Fig 9 - Blended EBITDA/unit (Rs/kg)
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Fig 10 — Annual Pipe Volume Growth (yly) Fig 11 - Annual Blended EBITDA/unit (Rs/kg)
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Fig 12 - EPS Fig 13 - RoE (%)
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I Outlook and Valuation

Considering soft volume in Q4FY26, we have slightly trimmed our EPS
estimates by 4.6/0.1% for FY27/28e. We expect the company’s EPS to
clock 10% CAGR over FY26-28e.

Looking ahead, we expect the company’s business risk profile to improve
over the medium-term, due to rising share of high-margin non-agri pipe
volume (from 32% in Q4FY25 to 34% in Q4FY20).

At CMP, the stock trades at a P/E of 19.4/16x of FY27/28e EPS vs. 5-
year pre-COVID average of 17.1x, which appears to be reasonable. Hence,
we maintain BUY rating on the stock with an unrevised TP of Rs240,
valuing it at 20x P/E on FY28e.

Fig 14 — Change in Estimates

(Rs bn) New Estimates Old Estimates Change (%)
FY27e FY28e FY27e FY28e FY27 FY28
1.1 1.1

Sales 486 55.1 481 545

EBITDA 6.6 84 6.7 79 1.3) 6.4
EBITDA margin (%) 136 152 139 144 (32bps)  76bps
PAT 6.1 74 6.4 74 (4.6) ©0.1)
EPS (Rs) 9.9 12,0 104 120 (4.6) ©0.1)

Source: Anand Rathi Research

Fig 15 - 1-Year Forward PE Band
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Source: Bloomberg, Anand Rathi Research

Fig 16 — Key Assumptions

Pipes volume growth 111 34 (4.4) 10.7 10.0
Pipe realisation growth (8.4) (5.2) 48 6.7 3.0
Blended EBITDA per unit (Rs/kg) 175 13.7 21.0 17.9 20.7

Source: Anand Rathi Research

Key Risks
B Slowdown in real estate.
B Loss of market share in plastic pipes.

B Weak global PVC resin prices.
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