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Demand Recovery Aided By Strong Summer Season
Company Background

Voltas — a Tata Group company incorporated in 1954 is a leading RAC player in India.
Furthermore, it also provides mechanical, electrical and plumbing (MEP) services to
international as well as domestic clients in areas of infrastructure. The company is also a
leading provider of end-to-end solutions in textile machinery and mining & construction
equipment.

Rationale

e Strong summer season to boost RAC sales: Several agencies, including the Ministry of
Earth Science — Skymet, expect summer temperatures to be very high this year. Early Data
suggests a strong probability of El Nino, leading to a potentially warmer summer this year.
This, in turn, will result in higher demand for cooling products in current (Q4) and forthcoming
quarter (Q1). Voltas being a leader is well-placed to capture this near-term opportunity.

e Market share gains: Voltas has a strong lead over its competitors with its wide range of
SKU’s across tonnage, energy efficiency rating, and price points. The company has
maintained its market leadership position in RAC’s with a YTD market share (volumes) of
22.5%. Expansion of exclusive brand outlets and healthy participation of various channels is
expected to aid growth and market share gains going forward.

e Good traction in other segments

o Electro-mechanical projects (EMPS) carry-forward order book at the end of Q3FY23
stood at Rs 7543 Cr (almost at pre-Covid levels). Strong order book provides revenue
visibility over the medium to long term.

o Engineering Products and Services (EPS) The lifting of levy on iron ore, coupled with
improving realisation is expected to aid higher purchase of mining equipment going
forward. Moreover, the announcement of PLI in textile will lead to increased demand for
textile machinery in the medium term.

Latest Quarterly Performance (Q3FY23)

The company’s overall revenue increased to Rs 2,006 Cr (up 12% YoY) with Unitary Cooling
Products reporting revenues of Rs 1,216 Cr (up 11 % YoY) on revival in demand aided by new
product launches. The EMPS segment’s revenue at Rs 648 Cr grew 17% YoY on fast order
execution during the quarter. The EPS division revenues were subdued (down 5% YoY) on
slowdown in mining activities in India. The company reported a net Loss of Rs 111 Cr owing to
one-time exceptional loss of Rs 137 Cr (provision for overseas project).

Outlook

The RAC market remains underpenetrated at 7-8% vs. the global average of ~42%, thereby
providing huge headroom for growth in the medium to long term. We further believe that (a) The
increasing disposable income of the aspirational class of consumers; (b) Rising demand for energy
efficient products, and (c) Availability of finance is expected to drive RAC demand in the medium to
long term.

We believe the worst is behind and Voltas will benefit from the recovery in RAC demand and
revival in other segments. The stock is currently trading at ~34X FY25 Consensus EPS of Rs
26, as compared to its historical average of ~50 X.

Key Financials

(Rs. Cr) FY20 FY21 FY22 FY23E FY24E FY25E
Net Sales 7,658 7,556 7,935 9,430 10,912 12,475
EBITDA 687 641 682 593 881 1093
EBITDA Margin (%) 9.0 8.5 8.6 6.3 8.1 8.8
Net Profit ( Rs Cr) 521 529 506 396 669 854
EPS (Rs.) 15.8 16.0 15.3 12.7 20.4 26.0
P/E (X) 54.0 53.0 55.6 70.3 43.9 34.4
ROE (%) 13.0 10.6 9.2 6.8 11.2 13.3
DPS (Rs) 4.0 5.0 515 6.0 6.5 6.5
Debt/Equity 0.1 0.1 0.1 0.1 0.1 0.1

Source: Bloomberg consensus estimates

Consumer Durables

UNRATED

(CMP as of 21% Feb 2023)

CMP (Rs) 895
Upside UNRATED
High/Low (Rs) 1,348/ 738
Market cap (Cr) 29,604
Avg. daily vol. (6m) Shrs. 12,45,694
No. of shares (Cr) 33
Shareholding (%)
Jun-22  Sep-22  Dec-22
Promoter 30.3 30.3 30.3
Flls 24.7 24.4 21.6
MFs / UTI 17.3 il 14.1
Banks / FlIs 0.4 0.4 0.5
Others 27.4 29.9 33.6
Financial
Y/E Mar (Rs Cr) FY23E FY24E FY25E
Net Sales 9,430 10,912 12,475
EBITDA 593 881 1093
Net Profit 396 669 854
EPS (Rs.) 12.7 20.4 26.0
PER (X) 70.3 43.9 34.4
ROE (%) 6.8 11.2 13.3
DPS (Rs) 6.0 6.5 6.5
Debt /Equity (X) 0.1 0.1 0.1
Consensus growth estimates (%)
Y/E Mar FY23E FY24E FY25E
Sales 18.9 15.7 14.3
EBITDA -12.9 48.5 24.0
PAT -21.7 68.8 27.8
ESG disclosure Score**
Environmental Disclosure 33.2
Social Disclosure Score 314
Governance Disclosure Score 78.6
Total ESG Disclosure Score 47.8

Source: Bloomberg, Scale: 0.1-100

*Note: This score measures the amount of ESG data a company reports publicly and does not
measure the company's performance on any data point. All scores are based on 2020

disclosures
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The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations).

Axis Securities Ltd. (ASL) is a SEBI Registered Research Analyst having registration no. INHO00000297. ASL, the Research Entity (RE) as defined in the Regulations,
is engaged in the business of providing Stock broking services, Depository participant services & distribution of various financial products. ASL is a subsidiary company
of Axis Bank Ltd. Axis Bank Ltd. is a listed public company and one of India’s largest private sector bank and has its various subsidiaries engaged in businesses of
Asset management, NBFC, Merchant Banking, Trusteeship, Venture Capital, Stock Broking, the details in respect of which are available on www.axisbank.com.

ASL is registered with the Securities & Exchange Board of India (SEBI) for its stock broking & Depository participant business activities and with the Association of
Mutual Funds of India (AMFI) for distribution of financial products and also registered with IRDA as a corporate agent for insurance business activity.

ASL has no material adverse disciplinary history as on the date of publication of this report.

I/We, Aditya Welekar, MBA Finance, author/s and the name/s subscribed to this report, hereby certify that all of the views expressed in this research report accurately
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preceding the date of publication of the Research Report. Since associates of ASL are engaged in various financial service businesses, they might have financial
interests or beneficial ownership in various companies including the subject company/companies mentioned in this report. I/we or my/our relative or ASL or its associate
does not have any material conflict of interest. I/we have not served as director / officer, etc. in the subject company in the last 12-month period. Any holding in stock —
No

5. ASL has not received any compensation from the subject company in the past twelve months. ASL has not been engaged in market making activity for the subject
company.

In the last 12-month period ending on the last day of the month immediately preceding the date of publication of this research report, ASL or any of its associates may
have:

Received compensation for investment banking, merchant banking or stock broking services or for any other services from the subject company of this research report
and / or;Managed or co-managed public offering of the securities from the subject company of this research report and / or;Received compensation for products or
services other than investment banking, merchant banking or stock broking services from the subject company of this research report;ASL or any of its associates have
not received compensation or other benefits from the subject company of this research report or any other third-party in connection with this report.

Termé& Conditions:

This report has been prepared by ASL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly
confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form,
without prior written consent of ASL. The report is based on the facts, figures and information that are considered true, correct, reliable and accurate. The intent of this
report is not recommendatory in nature. The information is obtained from publicly available media or other 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. The report is prepared solely for informational purpose and does not constitute an offer document or
solicitation of offer to buy or sell or subscribe for securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all
customers may receive this report at the same time. ASL will not treat recipients as customers by virtue of their receiving this report.



DEFINITION OF RATINGS

Ratings Expected absolute returns over 12-18 months
BUY More than 10%
HOLD Between 10% and -10%
SELL Less than -10%
NOT RATED We have forward looking estimates for the stock but we refrain from assigning valuation and recommendation
UNDER REVIEW We will revisit our recommendation, valuation and estimates on the stock following recent events
NO STANCE We do not have any forward looking estimates, valuation or recommendation for the stock

Disclaimer:

Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to the
recipient’s specific circumstances. The securities and strategies discussed and opinions expressed, if any, in this report may not be suitable for all investors, who must
make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient.

This report may not be taken in substitution for the exercise of independent judgment by any recipient. Each recipient of this report should make such investigations as
it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this report (including the merits and risks
involved), and should consult its own advisors to determine the merits and risks of such an investment. Certain transactions, including those involving futures, options
and other derivatives as well as non-investment grade securities involve substantial risk and are not suitable for all investors. ASL, 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. Past performance is not necessarily a guide to future performance. Investors are advice necessarily a guide to future performance. Investors are advised to see
Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in
projections. Forward-looking statements are not predictions and may be subject to change without notice.

ASL and its affiliated companies, their directors and employees may; (a) from time to time, have long or short position(s) in, and buy or sell the securities of the
company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities or 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 investment banker, 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. Each of these entities functions as a separate,
distinct and independent of each other. The recipient should take this into account before interpreting this document.

ASL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the recipients of this
report should be aware that ASL may have a potential conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not based
on any specific merchant banking, investment banking or brokerage service transactions. ASL may have issued other reports that are inconsistent with and reach
different conclusion from the information presented in this report. The Research reports are also available & published on AxisDirect website.

Neither this report nor any copy of it may be taken or transmitted into the United State (to U.S. Persons), Canada, or Japan or distributed, directly or indirectly, in the
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be contrary to law, regulation or which would subject ASL to any registration or licensing requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of investors.
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