COMPANIES IN DISCRETIONARY, MATERIALS, AND INDUSTRIALS SECTORS HIT HARDEST

Delayed Government Payments Hit
Cos’ Operating Cash Flows in H1
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Mumbai: India Inc’s operating
cash flow (OCF) weakened signi-
ficantly in the half year ended
September 30, falling to 71.4% of
their earnings before interest,
tax, depreciation and amortisa-
tion 81.8% in the previous six
months (excluding banking, fi-
nancial services and insurance).

Free cash flow, meanwhile,
plunged to 35.9% of profit after
tax (PAT) from 55.1% a year earli-
er, according to data from Emkay
Research.

Discretionary, materials and in-
dustrials sectors were hit the har-
dest, facing weaker cash flows
alongside rising capex. The slow-
down in OCF islargely attributed
todelayed government payments,
according toanalysts.

“The weak earnings growth was
compounded by worsening cash
flows,” said Seshadri Sen, head of
research and strategist at Emkay
Global. “The silver lining is that
delayed government payments,
which likely caused the OCF we-
akness, should recover in the se-
cond half of FY25," hesaid. “Whi-

le the capex pickup is a positive
for the long term, the cash-flow
challenges pose anear-term head-
wind for markets.”

The net profit of Nifty50 compa-
nies grew just 2.4% YoY in the qu-
arter ended September 30, while

for the BSE 500 gro-

up, itfell0.5%.Con-

L3 sumer discretiona-

Iy companies re-
ported a 1.4% drop
in PAT, while ener-
gy firms suffered a

re.s;ﬂlge“sales. sharp499% fall.

boosted “Weaker-than-ex-
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OCFinthe down in govern-
second-half ment capex contri-
offiscalyear, puted to higher
sayanalysts orking capital ne-

eds in 1IHTYZ25," sa-
id Rakesh Vyas, co-chief invest-
ment officer at Quest Investment
Advisors. “Demand weakness is
driven by rural economic chal-
lenges, reduced urban consump-
tion, stricter unsecured lending
norms and slower decision-ma-
king ahead of elections.”
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In recent years, many compani-
es have pursued expansion, dri-
ven by strong cash flow, balance
sheet deleveraging and broad sec-
tor growth. In FY24, BSE 500 com-
panies generated over ¥4 lakh cro-
re in OCF, exceeding their capital
expenditurerequirements.

Positive festive sales, boosted by
better consumerdeals, could help
improve OCF in the second half
of thisfiscal year, analysts said.

“Election-related spending de-
lays. high domestic food infla-
tion, uneven rainfall and the glo-
bal economic slowdown weighed
on revenues and margins,” said

Vinod Nair, head of research at
Geojit Financial Services.

“Movingforward, we expect bu-
siness conditions to improve in
the December and March quar-
ters, offering short-termrelief to
the market.”

According to Rakesh Vyas of
Quest Investment Advisors, pri-
vate sector investments may slow
as companies delay new projects
toalign with weak demand condi-
tions. “This moderation could
help maintain strong balance
sheets but highlights cautious
sentiment in the face of subdued
demand.” headded.



