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Global headwinds continue to weigh on earnings of India Inc., aggregate revenues up 
27% on YoY basis: ICRA 

 

• While India Inc. reported healthy revenue growth trends during Q2 FY2023, earnings continued to be pressurised 

due to commodity and energy cost inflation, OPM contracted 455 bps 

• General price hikes coupled with recent easing in input costs may pave the way for margin improvement in H2 

FY2023, but geopolitical events and global recession concerns can play spoilsport 

• Debt levels of India Inc. increased in FY2021 combined with earnings erosion, credit indicators worsened during H1 

FY2023 and may remain unchanged in short-term 

 

ICRA’s study of the Q2 FY2023 performance of 625 listed companies (excluding financial sector entities) has expectedly shown 

positive trends in revenues, with a YoY growth of 27.3%. The sequential growth in revenues during the quarter was, however, 

subdued at 2.8%, and the trends varied across sectors. On a YoY basis, all the major sectors reported growth in revenues in Q2 

FY2023, with sectors like hotels, oil & gas, airlines, and power reporting sizeable YoY growth, albeit on a low base. Companies 

were, however, unable to realise the benefits of the revenue growth in their earnings performance, with the operating profit 

margin (OPM) contracting on both YoY as well as a sequential basis during Q2 FY2023 to multi-year lows. 

Exhibit: Trend in aggregate OPM of the Corporate Sector 

 

 
Source: ICRA research 

 

Commenting on the trends, Ms. Kinjal Shah, Vice President & Co-Group Head – Corporate Ratings, ICRA, said, “The YoY growth 

in revenues during Q2 FY2023 was primarily driven by increased realisation levels on account of input cost inflation, while 

volume growth was relatively subdued. Several consumer-oriented sectors like consumer durables, retail and FMCG were 

impacted by moderation in demand on account of inflationary environment and softness in rural demand. ICRA’s analysis shows 

that the OPM of India Inc. contracted by 455 bps on YoY basis to 14.5% during the quarter. While margin pressures are likely 

to ease gradually from Q3 FY2023 onwards, given the recent trends in softening of commodity prices, uncertainties remain, 

given the evolving geo-political situation. Overall, despite some softening and stabilisation of commodity prices over recent 

months, India Inc.’s ability to arrest the slide in earnings will be dependent on headwinds such as energy cost inflation, evolving 

recessionary trends in developed markets, and the impact of fluctuations in forex on both imports as well as export-oriented 

sectors.” 

In terms of sectoral performance, construction, automotive, and airlines reported a significant growth in revenues on a 

sequential basis due to successive price hikes and steady demand. At the same time, sectors like hotels, power, oil & gas, 

metals & mining, textiles, and consumer durables witnessed a sequential decline in revenues during the quarter. The same can 

be attributed to subdued demand and supply chain issues, especially for export-oriented sectors. On the profitability front, 

while few sectors such as logistics, tyres, and automotive OEMs reported sequential expansion in OPM driven by a confluence 

of factors such as gradual revival in demand and correction in commodity prices, a majority of sectors reported sequential 

contraction in OPM due to inability/ limited ability to pass on input cost hikes, adverse demand conditions, and supply chain 
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constraints. Metals & mining, cement, iron & steel were a few of the sectors which saw a steep sequential decline in OPM 

during the quarter. 

The interest coverage ratio of ICRA’s sample, adjusted for sectors with relatively low debt levels (IT, FMCG, and pharma) 

witnessed a YoY deterioration in Q2 FY2023 to 4.0 times, mainly on account of a) lower earnings in select sectors and b) higher 

interest rates in the wake of rate hikes by the RBI. Additionally, increased reliance on external borrowings by India Inc. in the 

light of suppressed earnings and increase in working capital intensity across many sectors on account of higher raw material 

prices and increased inventory to mitigate supply chain uncertainties has also contributed to the same. Accordingly, both 

interest cover and Total Debt/OPBITDA of India Inc. reported a sequential weakening in Q2 FY2023; however, are expected to 

show gradual improvement over the near to medium term. 

Exhibit: Trend in aggregate Total Debt/OPBITDA of corporate sector 

 
Source: ICRA research 

 

Ms. Sruthi Thomas, Assistant Vice President & Sector Head – Corporate Ratings, ICRA Limited, added, “While the credit 

metrics remained at a moderate level in Q2 FY2023, marginal improvement is likely going forward given the recent trends in 

softening of commodity prices, reduction in energy cost and easing of supply chain constraints. However, the impact of the 

ongoing geo-political conflict and possible recessionary situation, as well as the changes in Monetary Policy, including firming 

up of interest rates, on the macroeconomic environment remains to be seen.” 

ICRA believes that the sequential recovery in the overall performance of India Inc. is contingent upon how well the entities are 

able to cope with the headwinds going forward – while general price increases taken by entities across sectors coupled with 

recent softening in the input costs may pave the way for margin recovery in H2 FY2023, concerns of a global recession coupled 

with an ongoing geo-political situation which may adversely impact demand sentiments could derail the pace of recovery. 

Furthermore, the movement in foreign exchange may also play a crucial role in scripting the performance of India Inc. 

~ Ends ~ 

Click the links below to access our previous press releases on the sector: 

Input cost inflation continues to push up corporate revenues but disrupts margins 

India Inc. pens a story of revenue growth even as it grapples with margin headwinds 
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All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although 

reasonable care has been taken to ensure that the information herein is true, such information is provided 'as is' without any 

warranty of any kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the accuracy, 

timeliness or completeness of any such information. Also, ICRA or any of its group companies, while publishing or otherwise 

disseminating other reports may have presented data, analyses and/or opinions that may be inconsistent with the data, 

analyses and/or opinions presented in this publication. All information contained herein must be construed solely as 

statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its 

contents. 

 

Disclaimer: 

This Press Release is being transmitted to you for the sole purpose of dissemination through your 

newspaper/magazine/agency. The Press Release may be used by you in full or in part without changing the meaning or 

context thereof, but with due credit to ICRA Limited. However, ICRA Limited alone has the sole right of distribution of its 

Press Releases for consideration or otherwise through any media including, but not limited to, websites and portals. 

 

About ICRA Limited: 

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services 

companies as an independent and professional investment Information and Credit Rating Agency. Today, ICRA and its 

subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited Company, with its shares listed 

on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating Agency Moody’s Investors 

Service is ICRA’s largest shareholder.   
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