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S luggish demand in rural 
areas and steep inflation 
could drag down volumes for 
fast-moving consumer 
goods (FMCG) companies in 

the September quarter, but they are 
expected to report revenue growth on 
the back of price hikes, said analysts. 
However, margins may remain under 
pressure despite softening raw-mate-
rial prices towards the end of the quar-
ter.

High prices of everything from daily 
essentials to auto fuel continued to 
weigh on consumers’ wallets hurting 
rural households, according to bro-
kerage firms.

Packaged consumer goods makers 
may see another “subdued” quarter as 
weak rural demand and inflation 
weigh on disposable incomes, said Jef-
feries India.

“The impact of high inflation and 
sluggish rural trend would be visible 

on volume growth, though product 
price hikes would drive double-digit 
revenue growth. Gross margins and 
Ebitda margin would continue to be at 
a multi-quarter low as correction in 
key input prices is yet to show up,” 
analysts at the financial services com-
pany said.

Jefferies expects the FMCG sector 
to post 5%-plus volume growth, while 
a few companies may see a decline 
from the year ago. Despite weak vol-
umes, revenue growth for companies 
under Jefferies’ coverage, excluding 
ITC and Varun Beverages, will come in 
at 11% year-on-year, on the back of 

Weak rural demand to hit earnings
The urban markets witnessed a revival in volume growth while rural markets saw slower recovery in the quarter

High prices of everything from daily essentials to auto fuel continued to weigh 
on consumers’ wallets. MINT
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despite tweaks in 
FM Radio policy, 
big hitches remain 

Respond to this column at
shuchi.b@livemint.com

L ast week, the government amended the FM Radio Phase III 
policy guidelines, in an attempt to aid the ailing sector. It 
removed the three-year window period for restructuring of 

FM radio business within the same management group during 
the licence period of 15 years. It also did away with the 15% 
national cap on channel holding, and lowered the net worth of 
firms bidding for FM licences in category C and D cities (smaller 
towns) from ₹1.5 crore to ₹1 crore.

The amendments will accrue some benefits to private FM radio 
companies, but the industry was hoping for bigger support.

The three-year window for restructuring of FM business in a 
group prevented several deals from happening earlier. It meant 
if a media organization had print and radio business under the 
same company, it could spin off the radio business into a separate 
subsidiary only within the first three years of operations and not 
after that. “This was a big deterrent to any merger and acquisi-
tion, as many radio operators were structured this way,” said Pra-
shant Panday, MD & CEO, Mirchi. This prevented Mirchi owner 
ENIL from acquiring Ishq FM stations of TV Today. Now, restruc-
turing is permitted any time during the 15-year licence period 
and will foster some M&A activity.

Similarly, no radio firm was allowed to operate more than 15% 
of total licences available nationally. Now, that cap has been lifted 
and big companies will eye smaller operators without the worry 
of crossing permissible limits. But a major roadblock in M&As is 
still not addressed. This is the city-level cap which exists. “In a 
city, a broadcaster cannot hold more than 40% of the number of 
channels. Let’s say a city has four channels; so 40% is 1.6. So a 
broadcaster can operate only one channel,” said Panday. This will 

again hamper M&A deals.
Neeraj Saraswat, chief revenue offi-

cer, Fever Network, HT Media Ltd, 
which also publishes Mint, doesn’t 
foresee much M&A activity in the 
immediate future. “The health of the 
industry doesn’t really permit it at the 
moment,” he said. 

Private FM radio firms are currently 
focused on stabilizing their operations 

after two devastating years of covid pandemic. In revenue terms, 
the ₹2,300 crore industry crashed by about 50% in FY21 and 
made a partial recovery of about 25% to ₹1,300-1400 crore in 
FY22. “The industry is doing better in FY23, but it will not be 
until FY24 or FY25 that it regains its FY20 numbers,” said Pan-
day. Hence, there might be sellers available, but not many buyers, 
radio operators said.

Unfortunately, the industry’s bigger demand regarding licence 
fee rationalization hasn’t been met. The current policy sets a very 
high “flooring” for annual fee at 2.5% of the auction value of 
Phase-3. So, for example, if the Phase-3 auction price of the lone 
frequency auctioned in Delhi was ₹168 crore, at 2.5%, the annual 
licence fee for Delhi comes to ₹4.2 crore. This annual fee has to 
be paid by all the nine operators of Delhi, every single year, Pan-
day said.

During covid, the licence fee became a huge burden, driving 
broadcasters to losses. The industry has been requesting for the 
licence fee to be linked to the actual “migration fee” which is 
much lower. For Delhi, the migration fee was about ₹32 crore.

Saraswat said the industry has also asked for two to three year 
extension of licence period, as they lost valuable business years 
to covid and the licences expire in 2030. “Additionally, central 
government expenditure on radio for promotion of schemes, 
public interest and welfare announcements has reduced by more 
than 50% in last 2-3 years. Our request has been to increase the 
share of radio advertisements to pre-covid levels. Government 
ads have contributed significantly to radio revenues in the past,” 
he said.

To expand FM radio reach, operators have also petitioned the 
government and National Disaster Management Authority 
(NDMA) to make it compulsory to have active FM tuners in 
mobile handsets. Device manufacturers and operating systems 
(iOS, Android) are turning FM tuners off, possibly to support their 
own paid music services, said Panday. Countries like Brazil and 
Mexico have made it compulsory for mobile handsets to come 
with the FM tuners, he said. If the industry is able to address these 
challenges, it will be quicker to bounce back.

Shuchi Bansal is Mint’s media, marketing and advertising edi-
tor. Ordinary Post will look at pressing issues related to all three. 
Or just fun stuff.
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D irect-to-home operator 
Dish TV India Ltd and 
four others have settled 

with markets regulator Sebi a 
case pertaining to alleged non-
disclosure of voting results of 
the company’s 
annual general 
meeting (AGM) 
h e l d  o n  3 0 
December 2021.

 Apart from 
Dish TV, its pro-
moter Jawahar 
Lal Goel, group 
chief executive 
Anil Kumar Dua, 
compliance officer Ranjit 
Singh and Ashok Mathai 
Kurien, who was the director of 
the company, settled the case.

 These five entities have set-
tled the case after collectively 
paying ₹65.34 lakh towards set-
tlement amount, the Securities 
and Exchange Board of India 

(Sebi) said in an order.
 This came after the entities 

proposed Sebi to settle the 
alleged violations of regulatory 
norms through a settlement 
order, “without admitting or 
denying the findings”.    

Accordingly, Sebi, in its 
order passed on Monday, 

stated “the pend-
ing enforcement 
proceedings for 
t h e  a l l e g e d 
defaults ...are set-
tled qua the appli-
cants.”  

 The regulator 
received com-
plaints alleging 
that Dish TV, part 

of Essel Group, had wrongfully 
withheld the results of voting 
on various proposals put forth 
in its AGM held on 30 Decem-
ber 2021.

 Following this, Sebi asked 
the company in January to dis-
close the voting results/out-
come of the AGM immediately. 

Dish TV, others settle 
AGM case with Sebi

The five entities 
settled the case 
with the capital 

markets regulator 
after collectively 

paying 
₹65.34 lakh 

product price hikes.
Companies, especially detergent, 

food, personal care, salt, and biscuits 
manufacturers are raising prices to 
counter inflation over the last few 
quarters. However, in a relief to con-
sumers, edible oil compa-
nies cut prices by ₹10-15 a 
litre in August, in addition 
to the ₹15-25 drop in pri-
ces in the past three-four 
months. Companies such 
as Hindustan Unilever 
announced price cuts 
across some stock keeping 
units (SKUs) for soaps in 
western India. Godrej 
Consumer Products, too, 
cut prices in select SKUs 
for soaps. 

“Sales growth in Q2 
FY23 will largely be led by price hikes 
as volumes for most categories are 
negatively impacted by grammage 
reduction, high consumer price index 
inflation, and a sustained slowdown in 
rural demand. However, the prices of 
key commodities such as crude and 

palm oil have eased in the recent 
weeks, but they are unlikely to benefit 
margins in 2QFY23 as the decline 
came in only towards the end of the 
quarter,” Motilal Oswal Financial Ser-
vices analysts said in a preview of the 

September quarter earn-
ings. Consumer goods 
companies had reported 
10.9% rise in June quarter 
sales. However, volumes 
remained under pressure, 
dipping 0.7% year-on-
year, but improved 
sequentially, according to 
data released by NielsenIQ 
in August. 

The research firm said 
urban markets witnessed a 
revival in volume growth 
while rural markets saw 

slower recovery n the quarter. Compa-
nies said demand trends in the Sep-
tember quarter mirrored those of the 
previous quarter as inflationary pres-
sures continued to impact household 
expenses, but demand improved in 
September led by the festivities. 

flagging 
growth

Companies have 
been taking price 
hikes to counter 
inflation over the 
past few quarters

prices of key 
commodities such 
as crude and palm 
oil have eased in 
recent weeks


