ESTD

&

1944

March 21, 2025

PL Capital

PRABHUDAS LILLADHER

Analyst Meet Update

M Change in Estimates | B Target | M Reco

Change in Estimates

Current Previous
FY26E FY27E FY26E FY27E
Rating ACCUMULATE BUY
Target Price 1,593 1,593
Sales (Rs.m) 181,217 2,08,054 1,81,217 2,08,054
% Chng. - -
EBITDA (Rs.m) 13,682 16,020 13,682 16,020
% Chng. - -
EPS (Rs.) 334 403 334 403
% Chng. = =
Key Financials - Consolidated
Y/e Mar FY24 FY25E FY26E FY27E
Sales (Rs. m) 124,812 1,57,403 1,81,217 2,08,054
EBITDA (Rs. m) 4,746 1212 13,682 16,020
Margin (%) 3.8 7.1 75 7.7
PAT (Rs. m) 2,520 8,486 11,045 13,323
EPS (Rs.) 76 257 334 403
Gr. (%) (335) 2367 30.2 20.6
DPS (Rs.) 55 7.0 7.0 7.0
Yield (%) 0.4 05 05 0.5
RoE (%) 4.5 14.1 16.5 17.4
RoCE (%) 10.8 20.1 217 22.2
EV/Sales (x) 38 31 2.7 23
EV/EBITDA (x) 101.1 432 352 29.8
PE (x) 192.9 57.3 44.0 36.5
P/BV (x) 8.4 7.8 6.8 59
Key Data VOLT.BO | VOLT IN

52-W High / Low

Rs.1,946 / Rs.1,034

Sensex / Nifty 76,348 / 23,191
Market Cap Rs.486bn/ $ 5,631m
Shares Outstanding 331Tm
3M Avg. Daily Value Rs.2809.66m
Shareholding Pattern (%)
Promoter’s 30.30
Foreign 18.09
Domestic Institution 37.25
Public & Others 14.36
Promoter Pledge (Rs bn) -
Stock Performance (%)

™ 6M 12M
Absolute 14.9 (23.8) 40.3
Relative 14.0 (15.6) 325

Praveen Sahay

praveensahay@plindia.com | 91-22-66322369

Shivam Patel

shivampatel@plindia.com | 91-22-66322274

Voltas (VOLT IN)

Rating: ACCUMULATE | CMP: Rs1,470 | TP: Rs1,593

Focused on volume market leadership

We are downgrading our recommendation to ACCUMULATE from BUY given
the recent runup in stock price. We attended the analyst conference call of
Voltas where the company outlined its growth strategy, emphasizing its focus
on outperforming industry trends, optimizing manufacturing capacity, and
maintaining a competitive edge through strong distribution and marketing
investments. No major price hikes were announced as the company wants to
focus on maintaining its market share. Voltas prioritizes volume growth and
market share over immediate margin expansion. Voltbek is expected to
achieve EBITDA breakeven by early FY26. We estimate revenue/EBITDA/PAT
CAGR of 15.0%/19.5%/25.3% over FY25-27E. The stock is currently trading at
45x/37x FY26/FY27E. There is no change in our estimates and we maintain TP
of Rs1593, based on 40x FY27E earnings. Downgrading to ACCUMULATE.

Key Takeaways:

Demand readiness and strategic sourcing

®  The company is confident of meeting the increasing demand, but remains
cautious about potential demand surges similar to last year. Inventory
management and supply chain remain key priorities areas.

®  Voltas aims to outperform the industry.

®  Voltas is assessing long-term sourcing strategies to manufacture
compressors in collaboration with both domestic and international
manufacturers.

Temporary contraction in market share on sequential basis

"  Voltasindicated sequential contraction in its market share, which is commonly
observed during the Jan-Mar (JFM) period. Typically, Voltas' market share
declines compared to the second and third players during this time, as
summer demand initially picks up in South India, where Voltas has a weaker
presence. However, as demand shifts to North India, the company generally
sees an improvement in its market share.

®  According to Voltas, Jan'25 witnessed the third lowest volume in 10 months.
Therefore, the contraction in market share during Jan25 is not significant in
terms of overall volume.

®  The company has restructured its sales team to focus more on emerging
channels, particularly organized and large-format stores. It continues to invest
in in-shop demonstrators (ISDs), below-the-line (BTL) advertising, and sales
promotions to enhance market share and brand visibility.

®  The company also intends to capitalize its network of 30k channel partners to
gain market share.
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Easing of BIS norms for compressors

® Indian government is considering relaxing BIS certification requirements for
compressors of 2 tons and above, a category that accounts for less than 10%
of total industry sales. However, the industry anticipates similar relaxation for
compressors below 2 tons, which would be a positive development for the
sector.

®  Total domestic demand for compressors is estimated at 13-14mn units, while
installed domestic capacity stands at 8mn units for FY25. Domestic
compressor demand is expected to grow at a CAGR of 10-15% over the next
3-5 years.

No price hikes by Voltas
®  The company has indicated no price hikes in the near term.

®  There have been no significant price hikes of late, as the company prioritizes
affordability and sales volume rather than price hikes. Voltas last implemented
price hikes in May-Jun'24, in response to high demand and supply constraints.

Raw material inflation

®  The company plans to implement value engineering to offset rising raw
material costs, instead of passing them on to customers, thus ensuring margin
stability.

Evaluating partners for compressor manufacturing

®  Voltas is evaluating partners for domestic compressor manufacturing,
considering a joint venture or strategic partnership, and has applied for PLI
benefits.

Revenue split of RACs

®  Fixed-speed inverter ACs account for 15-18% of RAC sales, but are gradually
declining as the price gap between fixed-speed and inverter models narrows.

®  1.5-ton 3-star RAC is the best-selling product for both the company and the
industry.

GT and organized channels contribute to majority sales

®  Distributor and dealer network (GT) remains the primary sales channel,
accounting for 35-40% sales, followed by organized trade and multi-brand
outlets at 35-40%. E-commerce contributes 7-8%, while exclusive brand
outlets, exceeding 350 in number, account for 13-14%.

Capacity and utilization levels increasing further

®  Chennai plant: Operating at 40-45% capacity, expected to reach optimal
utilization in FY26. Installed capacity of 2mn units of RACs
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®  Pantnagar plant: Operating at 100% capacity, with an annual installed
capacity of 1.5mn units of RACs and 0.5mn units of commercial refrigerators

®  Waghodia plant: Installed capacity of 0.5mn for commercial ACs and 0.78mn
units for commercial refrigerators

®  Sanand plant: Installed capacity of 1.6mn for household appliances

Commercial refrigeration — Margins improving

" The company faced challenges in commercial refrigeration and impacted
the company’s margins in Q3FY25. Though gradual improvement is underway, it
will take time to return to the historical 8-9% margin level.

Update on Qatar proceedings

®  Voltas indicated that the Rs4bn contingent liability related to the Qatar
project remains status quo, with an appeal to be filed in the high court and no
provisions made for pending legal proceedings.

Exhibit 1: Revenue to clock CAGR 15% over FY25-27E Exhibit 2: Gross margins to expand by 80bps
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Exhibit 3: EBITDA to grow at 19.5% CAGR over FY25-27E Exhibit 4: PAT to grow at 25.3% CAGR over FY25-27E
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Exhibit 5: UCP revenues grew at a 21% CAGR over FY19-24

Voltas

Exhibit 6: Sequential contraction in market share from Q1to Q4
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Exhibit 7: EMPS margins — volatile mainly due to international projects
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Income Statement (Rs m)
/e Mar FY24 FY25E FY26E FY27E
Net Revenues 124,812 157,403 181,217 2,08,054
YoY gr. (%) 314 26.1 15.1 14.8
Cost of Goods Sold 98,140 121,594 1,338,540 1,59,057
Gross Profit 26,672 35,809 42,677 48,997
Margin (%) 21.4 22.8 236 236
Employee Cost 7,788 9,051 10,239 11,755
Other Expenses 12,895 13,694 16,491 18,829
EBITDA 4,746 11,212 13,682 16,020
YoY gr. (%) (17.1) 136.2 22.0 17.1
Margin (%) 38 7.1 75 77
Depreciation and Amortization 476 656 873 961
EBIT 4,270 10,557 12,808 15,059
Margin (%) 3.4 6.7 7.1 7.2
Net Interest 559 549 596 616
Other Income 2,533 3,098 3,432 3,855
Profit Before Tax 6,244 13,106 15,645 18,297
Margin (%) 50 8.3 8.6 8.8
Total Tax 2,377 3,394 4,052 4,739
Effective tax rate (%) 38.1 259 259 259
Profit after tax 3,867 9,711 11,593 13,558
Minority interest (39) (39) (21) (21)
Share Profit from Associate (1,386) (1,265) (569) (256)
Adjusted PAT 2,520 8,486 11,045 13,323
YoY gr. (%) (33.5) 236.7 302 20.6
Margin (%) 2.0 54 6.1 6.4
Extra Ord. Income / (Exp) - - - -
Reported PAT 2,520 8,486 11,045 13,323
YoY gr. (%) 86.7 236.7 30.2 20.6
Margin (%) 2.0 54 6.1 6.4
Other Comprehensive Income - - - -
Total Comprehensive Income 2,520 8,486 11,045 13,323
Equity Shares O/s (m) 331 331 331 331
EPS (Rs) 7.6 25.7 334 40.3

Voltas
Balance Sheet Abstract (Rs m)
Y/e Mar FY24 FY25E FY26E FY27E
Non-Current Assets
Gross Block 8,931 15,555 17,831 20,028
Tangibles 8,213 14,780 17,006 19,154
Intangibles 718 775 825 875
Acc: Dep / Amortization 4,177 4,914 5,788 6,749
Tangibles 3,514 4,209 5,050 5,976
Intangibles 662 706 738 773
Net fixed assets 4,754 10,640 12,043 13,279
Tangibles 4,699 10,571 11,956 13177
Intangibles 56 69 86 102
Capital Work In Progress 3,675 2,175 1175 175
Goodwill 723 723 723 723
Non-Current Investments 32,443 30,804 33,876 37,339
Net Deferred tax assets (176) 8 227 483
Other Non-Current Assets 1,103 1,064 1,047 1,032
Current Assets
Investments 5,015 6,324 7,281 8,359
Inventories 21,354 26,737 30,782 35,341
Trade receivables 25,328 31,912 36,740 42,181
Cash & Bank Balance 8,523 3,500 5,209 8,556
Other Current Assets 10,586 13,179 15,074 17,210

Total Assets 120,357 1,35,774 1,54,111 1,75,994

Equity
Equity Share Capital 331 331 331 331
Other Equity 57,874 62,048 70,778 81,786
Total Networth 58,205 62,379 71,108 82,116

Non-Current Liabilities

Long Term borrowings 2,280 2,280 2,280 2,280
Provisions 984 1,241 1,429 1,641
Other non current liabilities 106 106 106 106

Current Liabilities

ST Debt / Current of LT Debt 4,853 5,667 6,161 6,242
Trade payables 38,557 44,973 51,241 58,829
Other current liabilities 14,154 17,620 20,226 23,162

Total Equity & Liabilities 1,20,357 1,35,774 1,54111 1,75,994

Source: Company Data, PL Research

Source: Company Data, PL Research
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Cash Flow (Rs m) Key Financial Metrics

/e Mar FY24  FY25E FY26E FY27E /e Mar FY24  FY25E FY26E FY27E
PBT 6,244 13,06 15,645 18,297 Per Share(Rs)
Add. Depreciation 476 656 873 961 EPS 76 257 334 403
Add. Interest 559 549 596 616 CEPS 9.1 276 36.0 432
Less Financial Other Income 2,533 3,098 3,432 3,855 BVPS 176.0 188.6 215.0 2483
Add. Other (670)  (1,443) (965) (716) FCF 7.8 (34) 24.8 312
Op. profit before WC changes 6,609 12,868 16,149 19,159 DPS 55 7.0 7.0 7.0
Net Changes-WC 1,756  (5,544)  (2,625)  (2,913) Return Ratio(%)
Direct tax (2377)  (3394) (4052) (4,739) RoCE 108 201 217 222
Net cash from Op. activities 5,988 3,930 9,472 1,507 ROIC 53 13.5 15.2 16.4
Capital expenditures (3,399) (5,042) (1,276) (1,198) RoE 4.5 14.1 16.5 17.4
Interest / Dividend Income - - - - Balance Sheet
Others (3,996) 949  (3576)  (4,030) Net Debt : Equity (x) (0.1) 0.0 (0.1) (0.1)
Net Cash from Invt. activities (7,395) (4,092) (4,852) (5,228) Net Working Capital (Days) 24 32 33 33
Issue of share cap. / premium - - - - Valuation(x)
Debt changes 2,069 - - - PER 1929 57.3 440 36.5
Dividend paid (1406)  (1,819)  (2,315)  (2,315) P/B 8.4 7.8 6.8 5.9
Interest paid (559) (549) (596) (616) P/CEPS 162.3 532 40.8 340
Others - - - - EV/EBITDA 1011 432 35.2 29.8
Net cash from Fin. activities 104 (2,368) (2,911) (2,932) EV/Sales 38 31 27 23
Net change in cash (1,304)  (2,531) 1,709 3,347 Dividend Yield (%) 0.4 0.5 0.5 0.5
Free Cash Flow 2,588 (1,11) 8,196 10,309 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m)

/e Mar Q4FY24 QIFY25 Q2FY25 Q3FY25
Net Revenue 42,029 49,210 26,191 31,051

YoY gr. (%) 421 465 14.2 18.3
Raw Material Expenses 33,727 38,922 19,421 23,807
Gross Profit 8,302 10,288 6,770 7,244

Margin (%) 19.8 20.9 258 233
EBITDA 1,906 4,238 1,622 1,974

YoY gr. (%) (12.6) 128.6 130.8 594.5

Margin (%) 45 86 6.2 6.4
Depreciation / Depletion 18 134 164 179
EBIT 1,788 4,104 1,458 1,795

Margin (%) 4.3 83 56 58
Net Interest 208 98 136 155
Other Income 544 803 1,055 591
Profit before Tax 2,124 4,809 2,377 2,231

Margin (%) 5.1 9.8 9.1 7.2
Total Tax 634 1,165 726 599

Effective tax rate (%) 29.9 24.2 30.5 26.8
Profit after Tax 1,490 3,644 1,651 1,632
Minority interest (58) 8 (12) (14)
Share Profit from Associates (383) (294) (323) (324)
Adjusted PAT 1,164 3,342 1,340 1,321

YoY gr. (%) (19.1) 158.5 2653  (534.5)

Margin (%) 28 68 51 43
Extra Ord. Income / (Exp) - - - -
Reported PAT 1,164 3,342 1,340 1,321

YoY gr. (%) (19.1) 158.5 2653  (534.5)
Margin (%) 28 68 51 43
Other Comprehensive Income - - - -
Total Comprehensive Income 1,164 3,342 1,340 1,321
Avg. Shares O/s (m) 331 331 331 331
EPS (Rs) 35 10.1 4.1 4.0
Source: Company Data, PL Research
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Price Chart Recommendation History

6000 , No. Date Rating TP (Rs.) Share Price (Rs.)
5000 4 1 31-Jan-25 BUY 1,593 1,261
4000 - 2 08-Jan-25 Accumulate 1,980 1,780
3000 - 3 30-Oct-24 Accumulate 1,980 1,698
2000 - 4 08-Oct-24 Accumulate 1,945 1,801
1000 - 5 16-Aug-24 Hold 1,598 1,535
0 . . . . . . . . . . . . 6 05-Jul-24 Reduce 1,293 1,449
§ 8§83 FIIIJIJI 38 7 09-May-24 Hold 1,241 1276
fF 5832588885832 3 05-Apr-24 Hold 1,199 1232
Analyst Coverage Universe
Sr.No. CompanyName Rating TP (Rs) Share Price (Rs)
1 Astral Ltd. BUY 1,808 1,470
2 Avalon Technologies BUY 900 733
3 Bajaj Electricals Reduce 647 733
4 Cello World BUY 770 596
5 Century Plyboard (1) Hold 81 804
6 Cera Sanitaryware Accumulate 7,456 6,200
7 Crompton Greaves Consumer Electricals BUY 441 328
8 Cyient DLM BUY 692 515
9 Finolex Industries Accumulate 229 195
10 Greenpanel Industries Hold 373 352
1 Havells India BUY 1,890 1,578
12 Kajaria Ceramics BUY 1,224 960
13 Kaynes Technology India BUY 5,528 4,661
14 KEI Industries BUY 4,280 3141
15 Polycab India BUY 7,152 4,875
16 R R Kabel BUY 1,292 891
17 Supreme Industries Accumulate 3,748 3,533
18 Syrma SGS Technology BUY 629 505
19 Voltas BUY 1,593 1,261

PL’s Recommendation Nomenclature (Absolute Performance)

Buy > 15%

Accumulate : 5% to15%

Hold : +5% to -5%

Reduce : -5% to -15%

Sell 1 <-15%

Not Rated (NR) - No specific call on the stock
Under Review (UR) . Rating likely to change shortly
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ANALYST CERTIFICATION
(Indian Clients)

We/I, Mr. Praveen Sahay- MBA Finance, Mr. Shivam Patel- CA Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in
this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly
related to the specific recommendation(s) or view(s) in this report.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbeai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be
reported or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given,
made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in
transactions of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHOO0000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for
any other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of
interest at the time of publication of this report.

It is confirmed that Mr. Praveen Sahay- MBA Finance, Mr. Shivam Patel- CA Research Analysts of this report have not received any compensation from the companies mentioned
in the report in the preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and
its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be
engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company
oract as anadvisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information
and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules
or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or
transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.
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