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Voltas

Demand remains weak, all eyes on festive season

We attended Voltas' sell-side investor call. Management noted Q2 remained
muted after a weak Q1, impacted by monsoon and elevated channel inventory
(2-3 months current inventory level). It expects recovery in Q3, supported by
festive season, deferred GST-led purchases, pent-up demand from a weak
summer, a second summer in the South, and pre-buying ahead of BEE norms
implementation in Q4. Management eluded margin will remain under pressure
in Q2 and Q3, owing to higher channel inventory. The company focus stays on
inventory normalization, RAC sales momentum, revenue diversification, and
cost optimization. We revised our revenue and APAT estimates by 1-2% for
FY26/27E, incorporating the impact of GST rate reduction. We have modelled
12/15/17% revenue/EBITDA/APAT CAGR for FY25-28E. We have introduced
FY28E financials and roll forward our valuation to Sep-27E from Mar-27E. We
maintain ADD by valuing the company on SOTP basis (implying 40x Sep-27
EPS) to arrive at a TP of INR 1,485/sh.

® Demand, pricing, and cost: Management indicated that demand remained
muted in Q2 as well, following a weak Q1, with the monsoon season and
elevated channel inventories (2-3 months’ current channel inventory)
continuing to weigh on sales. Furthermore, secondary channel demand saw a
slowdown after 15% August, due to GST rate reduction on RAC. It noted RAC
industry has declined by 16% in the first four months in FY26. However, it
expects demand to pick up in Q3, supported by the festive season, deferred
purchases driven by the GST cut, pent-up demand after a weak summer, a
second summer in the southern region, and pre-buying ahead of higher costs
from the implementation of BEE norms in Q4. Management eluded margin
will remain under pressure in Q2 and Q3, owing to higher channel inventory.
Effective 22nd September, GST rates on RAC, commercial AC, and
dishwashers will be reduced from 28% to 18%. However, RAC costs will
increase by 3-5% for 3-star models and more for 5-star models once BEE
norms are implemented starting Q4FY26.The company is currently focused
on normalizing channel inventory levels, regaining sales momentum in the
RAC segment, diversifying revenue streams, and pursuing cost optimization.

= Segmental highlights: (i) Commercial AC: The segment is growing at 15—
20%, with the weak summer having little impact. Growth is expected to
accelerate from 4, driven by channel expansion (ii) Commercial
refrigerator: Both growth and margins have been weak, though the company
is undertaking cost-reduction initiatives to improve performance (iii)
Washing machine and refrigerator: The company is steadily gaining market
share, albeit on a relatively small base (iv) Air cooler: The company aims to
move from the third-largest to the second-largest player in this category
within the next two quarters.

® OQOutlook and valuation: We expect RAC demand to pick up in H2FY26 on the
back of higher disposable incomes in consumer hands, pent-up demand, pre-
buying ahead of BEE norm implementation, and pent-up demand. We
revised our revenue and APAT estimates by 1-2% for FY26/27E, incorporating
the impact of GST rate reduction. We have modelled 12/15/17%
revenue/EBITDA/APAT CAGR for FY25-28E. We have introduced FY28E
financials and roll forward our valuation to Sep-27E from Mar-27E. We
maintain ADD by valuing the company on SOTP basis (implying 40x Sep-27
EPS) to arrive at a TP of INR 1,485/sh.
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Financial summary (INR mn)

Year Ending March FY23 FY24 FY25 FY26E FY27E FY28E
Net Sales 94,988  1,24812  1,54,128| 1,46,497 1,79,953  2,14,554
EBITDA 5,724 4,746 11,162 10,042 14,184 17,007
APAT 3,788 2,520 8,414 7,616 11,068 13,539
Diluted EPS (Rs) 11.5 7.6 254 23.0 385 40.9
P/E (x) 124.0 186.4 55.8 61.7 424 34.7
EV /EBITDA (x) 81.4 97.6 419 46.0 324 26.7
RoE (%) 6.9 4.4 13.6 11.2 14.8 16.3

Source: Company, HSIE Research

Valuation table

Sep-27 Basis Multiple EPS Value (INR) Value %
Unitary Cooling Products P/E 40.0 29.6 1,185 80%
Electro-Mechanical Products and Services P/E 18.0 5.2 95 6%
Engineered Products and Services P/E 18.0 4.7 85 6%
Voltbek JV P/S 2.0 120 8%
Target Price 40.0 37.2 1,485 100%

Source: Company, HSIE Research

Change in estimates

Old New Change %

Year End (March) - INR mn

FY26E FY27E FY26E FY27E FY26E FY27E
Revenue 1,44,364 1,77,286 1,46,497 1,79,953 15 15
EBITDA 9,882 13,779 10,042 14,184 1.6 2.9
EBITDAM % 6.8 7.8 6.9 7.9 Obps 10bps
APAT 7,517 10,849 7,616 11,068 13 2.0
EPS (INR) 227 32.8 23.0 33.5 13 2.0
Source: Company, HSIE Research
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Revenue to grow at 12% CAGR over FY25-28E UCP segment revenue mix will continue to increase
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UCP’ revenue to grow at 14% CAGR over FY25-28E EMPS revenue to grow at 7% CAGR over FY25-28E
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EPS revenue to grow at 8% CAGR over FY25-28E EBITDA to grow at 15% CAGR over FY25-28E
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APAT to grow at 17% CAGR over FY25-28E Margins to decline in FY26E, however, to be improve
in FY27/28E
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OCF to remain strong, capex will be funded internally Net working capital days to remain stable
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Consolidated Income Statement

Year end march (INR mn) FY23 FY24 FY25 FY26E FY27E FY28E
Net Revenues 94988 1,24,812 1,54,128 1,46,497 1,79,953 2,14,554
Growth (%) 19.7 314 23.5 (5.0) 22.8 19.2
Material Expenses 73,782 98,140 1,19,604 1,13,535 1,37,664 1,63,061
Employee Expense 6,672 7,788 8,901 9,156 11,247 13,410
Other Expenses 8,810 14,138 14,462 13,764 16,858 21,076
EBITDA 5,724 4,746 11,162 10,042 14,184 17,007
EBITDA Growth (%) (16.0) 17.1) 135.2 (10.0) 41.3 19.9
EBITDA Margin (%) 6.0 3.8 7.2 6.9 7.9 7.9
Depreciation 396 476 618 748 890 1,028
EBIT 5,328 4,270 10,544 9,294 13,294 15,979
Other Income (Including EO Items) 1,685 2,533 3,245 3,019 3,451 3,599
Interest 296 559 621 573 503 535
PBT 6,716 6,244 13,168 11,740 16,242 19,043
Total Tax 1,709 2,377 3,565 3,111 4,304 4,856
Profit before JV/Associates/NCI 5,007 3,867 9,603 8,629 11,938 14,187
Share of JV/Associates (1,207) (1,386) (1,260) (1,018) (860) (637)
Non-controlling Interest 12 39) (71) ) 10 11
Exceptional Gain/ (loss) (2,438) - - - - -
RPAT 1,350 2,520 8,414 7,616 11,068 13,539
Adjusted PAT 3,788 2,520 8,414 7,616 11,068 13,539
APAT Growth (%) (24.8) (33.5) 233.9 9.5) 453 22.3
EPS 11.5 7.6 254 23.0 33.5 40.9
EPS Growth (%) (24.8) (33.5) 233.8 9.5) 45.3 22.3
Source: Company, HSIE Research
Consolidated Balance Sheet
Year end march (INR mn) FY23 FY24 FY25 FY26E FY27E FY28E
SOURCES OF FUNDS
Share Capital — Equity 331 331 331 331 331 331
Other Equity 54,190 57,874 64,802 70,102 77,862 87,432
Total Shareholders Funds 54,521 58,205 65,133 70,433 78,193 87,763
NCI 417 337 271 266 276 287
Long Term Debt 212 2,280 3,823 3,323 2,823 2,323
Short Term Debt 5,948 4,853 4,810 4,810 4,810 4,810
Total Debt 6,160 7,133 8,633 8,133 7,633 7,133
Net Deferred Taxes (303) 176 140 257 419 610
Other Non-Current Liabilities 1,393 1,383 1,656 1,577 1,932 2,299
TOTAL SOURCES OF FUNDS 62,187 67,234 75,832 80,665 88,453 98,091
APPLICATION OF FUNDS
Net Block 3,611 3,902 8,198 9,883 11,624 12,948
Goodwill 723 723 723 723 723 723
CWIP 983 3,675 824 1,000 500 500
Intangible assets 62 56 34 54 73 89
Right of Use Assets 357 348 340 471 566 648
Non-Current Investments 28,015 30,068 28,446 28,446 28,446 28,446
Other Non-Current Assets 4,220 3,927 3,733 3,495 4,060 4,614
Total Non-current Assets 37,970 42,698 42,297 44,072 45,991 47,966
Current-Investments 3,072 5,015 3,987 6,987 9,987 12,987
Inventories 15,920 21,354 27,148 24,082 29,581 35,269
Debtors 21,919 24,003 25,115 28,095 34,512 41,147
Cash & Equivalents 7,084 8,523 6,782 9,232 8,167 9,229
Other Current Assets 16,471 18,352 25,747 23,594 28,082 32,409
Total Current Assets 64,465 77,246 88,779 91,989 1,10,329 1,31,042
Creditors 30,126 37,755 38,928 40,136 49,302 58,782
Other Current Liabilities & Provns 10,121 14,956 16,317 15,260 18,565 22,134
Total Current Liabilities 40,247 52,711 55,245 55,396 67,867 80,916
Net Current Assets 24,218 24,536 33,534 36,593 42,462 50,125
TOTAL APPLICATION OF FUNDS 62,187 67,234 75,832 80,665 88,453 98,091
Source: Company, HSIE Research
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Consolidated Cash Flow
Year end march (INR mn) FY23 FY24 FY25 FY26E FY27E FY28E
Reported PBT 5,510 4,858 11,908 10,722 15,382 18,406
Non-operating & EO Items 884 3,036 (1,349) (151) (535) (416)
Interest Expenses 296 559 621 573 503 535
Depreciation 396 476 618 748 890 1,028
Working Capital Change (3,836) 801 (10,932) 2,396 (3,956) (3,625)
Tax Paid (1,656)  (2,115)  (3,107)  (3,111) (4304)  (4,856)
OPERATING CASH FLOW (a) 1,594 7,615  (2,241) 11,176 7,981 11,073
Capex (L,774)  (2,883) (1,907)  (2,550) (2,050)  (2,250)
Free Cash Flow (FCF) (181) 4,732 (4,149) 8,626 5,931 8,823
Investments 253  (3,176) 2,178  (3,000)  (3,000)  (3,000)
Non-operating Income 450 549 955 427 438 370
Others 255 286 354 - - -
INVESTING CASH FLOW (b) (816)  (5,224) 1579 (5123) (4,612)  (4,880)
Debt Issuance/(Repaid) 2,728 974 1,500 (500) (500) (500)
Interest Expenses (284) (555) (610) (573) (503) (535)
FCFE 2,263 5150  (3,259) 7,554 4,927 7,788
Share Capital Issuance - - - - - -
Dividend (1,829) (1432) (1,820) (2,315) (3,308)  (3,969)
Others (65) (149) (67) (216) (122) (126)
FINANCING CASH FLOW (c) 550  (1,163) 997) (3,604) (4433) (5130)
NET CASH FLOW (a+b+c) 1,328 1,228  (1,659) 2,449  (1,065) 1,062
EO Items, Others - - - - - -
Closing Cash & Equivalents 6,927 8,153 6,498 8,947 7,883 8,945
Source: Company, HSIE Research
Key Ratios
Year end march FY23 FY24 FY25 FY26E FY27E FY28E
PROFITABILITY (%)
GPM 22.3 21.4 224 22.5 23.5 24.0
EBITDA Margin (%) 6.0 3.8 7.2 6.9 7.9 79
EBIT Margin 5.6 3.4 6.8 6.3 7.4 7.4
PBT Margin 7.1 5.0 8.5 8.0 9.0 8.9
APAT Margin 4.0 2.0 545 52 6.2 6.3
RoE 6.9 44 13.6 11.2 14.8 16.3
RolIC (or Core RoCE) 8.0 5.1 13.3 10.9 15.0 16.9
RoCE 11.7 10.7 19.7 16.1 20.3 21.6
EFFICIENCY
Tax Rate (%) 25.4 38.1 27.1 26.5 26.5 25.5
Fixed Asset Turnover (x) 16.9 18.8 16.7 11.5 11.9 12.2
Inventory (days) 63 62 64 60 60 60
Debtors (days) 83 70 59 70 70 70
Other Current Assets (days) 53 54 61 59 57 55
Payables (days) 114 110 92 100 100 100
Other Current Liab & Provns (days) 34 44 39 38 38 38
Cash Conversion Cycle (days) 49 32 54 51 49 47
Net D/E (x) 0.1) 0.1) 0.0) 0.1) 0.1) 0.2)
Interest Coverage (x) 18.0 7.6 17.0 16.2 264 29.9
PER SHARE DATA (Rs)
EPS 11.5 7.6 254 23.0 33.5 40.9
CEPS 12.7 9.1 27.3 253 36.2 44.0
Dividend 43 5.5 7.0 10.0 12.0 14.0
Book Value 164.8 176.0 196.9 212.9 236.4 265.3
VALUATION
P/E (x) 124.0 186.4 55.8 61.7 424 34.7
P/BV (x) 8.6 8.1 7.2 6.7 6.0 5.4
EV/EBITDA (x) 814 97.6 419 46.0 324 26.7
EV/Revenues (x) 49 37 3.0 3.2 2.6 2.1
OCEF/EV (%) 0.3 1.6 0.5) 2.4 1.7 24
FCF/EV (%) (0.0) 1.0 0.9) 1.9 1.3 1.9
FCFE/Mkt Cap (%) 0.5 1.1 0.7) 1.6 1.0 1.7
Dividend Yield (%) 0.3 0.4 0.5 0.7 0.8 1.0
Source: Company, HSIE Research
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Disclosure:

We, Keshav Lahoti, CA and CFA, Rajesh Ravi, MBA, Mahesh Nagda, CA & Riddhi Shah, MBA 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. SEBI conducted the inspection and based on their observations have issued
advise/warning. The said observations have been complied with. 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.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company.
Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or more
in the subject company at the end of the month immediately preceding the date of publication of the Research Report. Further
Research Analyst or his relative or HDFC Securities Ltd. or its associate does have/does not have any material conflict of
interest.

Any holding in stock - NO

HDEFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider the
risk appetite or the particular circumstances of an individual investor; readers are requested to take professional advice
before investing. This report may have been refined using Al tools to enhance clarity and readability.

Nothing in this document should be construed as investment advice. Each recipient of this document should make such
investigations as they deem necessary to arrive at an independent evaluation of an investment in securities of the companies
referred to in this document (including merits and risks) and should consult their own advisors to determine merits and
risks of such investment. The information and opinions contained herein have been compiled or arrived at, based upon
information obtained in good faith from sources believed to be reliable. Such information has not been independently
verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or
correctness. All such information and opinions are subject to change without notice. Descriptions of any company or
companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update this report for
such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same
should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have
an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such as ADRs,
the values of which are influenced by foreign currencies effectively assume currency risk. It should not be considered to be
taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other
financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL. HSL may
from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its
attachments.

HSL and its affiliated company(ies), 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 company(ies) mentioned herein 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
company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential
conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation
in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or
income, etc.

Page | 8



HDFC 2E;

Securities = ve,

Voltas: Company Update

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks,
securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from
time to time or may deal in other securities of the companies / organizations described in this report. As regards the associates
of HSL please refer the website.

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

HSL or its associates might have received any compensation from the companies mentioned in the report during the period
preceding twelve months from the date of this report for services in respect of managing or co-managing public offerings,
corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third
party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have any
material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based on
any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other reports
that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as
an officer, director or employee of the subject company. We have not received any compensation/benefits from the subject
company or third party in connection with the Research Report.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.

HDEC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp.
Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg.
No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI
Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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