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Blue Star suy

Growth driven by EMP + CAC; outlook remain strong for UP

In Q2FY25, Blue Star revenue was at INR 22.7bn, up 20% YoY, down 21% QoQ (In line
JMFe), 5 year CAGR of +13%. Growth was primarily driven by the EMP & Commercial AC.
EBITDA was at INR 1.5bn up 21% YoY and down 37% QoQ. OPM was at 6.6% Vs 6.5%YoY
and 8.3% QoQ (JMFe OPM at 6.8%). Reported PAT was at INR 964mn up 36% YoY and
down 43% QoQ.

In UP- strong RAC performance while commercial Ref capped growth: In Q2, RAC grew
C. 27% in volumes and 25% in value on the back of strong stocking by the channel
ahead of festive. In Oct'24 Blue star RAC grew ¢.30% in volume and 28% value and
continue to maintain market share of ¢.13.75%. In the commercial Ref segment; due to
regulatory changes pertaining to BIS and Quality Control Order (QCO), production and
sale of water coolers (high margin segment) impacted and liquidation of old inventory at
lower realisations capped margins. Also; delay in ramping up the facility of deep freezer
impacted the overall revenue. In Q2FY24 there was large export of RAC to Middle East
but the same was not there in Q2FY25. All this resulted in Unitary Product revenue to be
up by 5% YoY to INR 7.6bn. Management expect commercial ref has normalised and
expect strong demand. Guided revenue growth of c.25-30% and margin of 8.5-9%.

Q2 growth was driven by EMP & Commercial AC: EMP growth was driven by strong
momentum in the manufacturing and data center. Infrastructure is now started gaining
traction along with the commercial real estate. Carried forward order book in EMP was
INR 50bn up 9% YoY. Strong demand in data centres, education, and commercial real
estate led to better margins and revenue growth of CAC. Margins were up by 223bps
YoY to 8.3% mainly due to better mix and cost optimisation. Guided margin of 7-7.5%.

Delay in order finalisation impacted PEIS: Revenue of PEIS was at INR 805mn down 4%
YoY because of supply chain constraint like delay in import of hi-tech capital equipment.
Expect demand to revive from Q4FY25 onwards.

Outlook & Valuation: We expect Blue Star's Unitary Products (UP) business revenue to
grow at a CAGR at 22% over FY24-27 (vs Management expect ¢.25-30% in FY25), along
with margin expansion of 120 bps, mainly because of Blue Star’s increased focus on its
sourcing and in-house manufacturing, distribution and marketing, improved product mix,
affordable price brand, logistics cost advantage, PLI, and scale along with strong industry
tailwinds in the Commercial AC business. We expect EMP and PEIS segment revenue
CAGR of ¢.18%/16% over FY24-27 mainly backed by private capex and data center. All
the above will result in revenue/earnings CAGR of 20%/33% over the next 3 years with
RoCE/RoE of 28%/23% in FY27 and OCF/FCF of INR 20.8bn/10.8bn. we value BS on
Sept'26 SOTP, UP at INR 1,161 PE of 52x (earlier50x) due to Profitable market share gain,
MEP & Commercial ACs at INR 733 PE of 40x (earlier 35x) due to strong growth backed
by private capex + data center and PEIS at INR 76 PE of 30x (because of strong RoCE).
Our SOTP target is INR 1,971, up 11% from CMP and hence maintains a BUY.
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Recommendation and Price Target
Current Reco. BUY
Previous Reco. BUY
Current Price Target (12M) 1,971
Upside/(Downside) 10.8%
Previous Price Target 1,790
Change 10.1%
Key Data — BLSTR IN
Current Market Price INR1,779

Market cap (bn)
Free Float

INR365.7/US$4.3
62%

Shares in issue (mn) 96.3
Diluted share (mn) 205.6
3-mon avg daily val (mn) INR904.8/US$10.7
52-week range 2,200/901
Sensex/Nifty 79,542/24,199
INR/US$ 84.4
Price Performance

% ™ 6M 12M
Absolute -8.1 231 85.7
Relative* -6.4 13.8 51.6

* To the BSE Sensex

Financial Summary (INR mn)

Y/E March FY23A FY24A FY25E FY26E FY27E

Net Sales 79,773 96,854 1,19,946 1,43,878 1,67,626

Sales Growth (%) 31.6 21.4 23.8 20.0 16.5 JM Financial Research is also available on:

EBITDA 4,928 6,647 8,810 11,431 13,242 Bloomberg - JMFR <GO>,

EBITDA Margin (%) 6.2 6.9 73 7.9 7.9 ;

Adjusted Net Profit 2,303 4,143 6,142 8,159 9,661 Thomson Publisher & Reuters,. .

Diluted EPS (INR) 239 20.1 29.9 39.7 470  S&P Capital IQ, FactSet and Visible Alpha

Diluted EPS Growth (%) 36.2 -15.7 483 32.8 18.4

Eg'EC(gA;) ?g-g ;1-8 ;1; ;g? gé Please see Appendix | at the end of this
o . . . . . H

PE () a4 883 i s 9 re_por’; for Important Disclosures and

P/B (x) 12.9 14.0 11.8 9.7 7.9 Disclaimers and Research Ana|yS’[

EV/EBITDA (x) 35.3 25.4 19.1 14.4 12.0 Certification.

Dividend Yield (%) 0.6 0.3 0.3 0.3 0.3

Source: Company data, JM Financial. Note: Valuations as of 07/Nov/2024
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Concall takeaways continued
In Unitary Products (UP)

m  RAC industry grew c.17% YoY in Q2 while Blue Star grew 27%. Industry was up 31% in
H1 while Blue Star volumes were up by 55% YoY.

m  Commercial Refrigeration products are under trail and testing for exports.

m  Market size of RAC industry is ¢.280bn and Blue Star has 13.75% market share. It was
not able to inch up the market share as inventory exhausted in Q1. Commercial
Refrigeration market size is INR 40bn and Blue Star has c.30% market share. In RAC
expect market share of c.14% in FY25.

m  More than 50% of the RAC sale is through consumer finance, power consumption is
coming down leading to growth in RAC.

EMP & Commercial AC (CAC)

m  The development of new products in the areas of decarbonization and energy efficiency
improvement for identified OEMs in Europe & North America are progressing well and the
field trials for a few products have been completed successfully. There is a slowdown in
Europe and the indications are that the demand will revive in 12-18 months. Certain
shipments for the US market have commenced but the momentum is expected to pick up
post the presidential elections.

m  Expect Data center opportunity of c.60bn and it will address c.45bn. It will capture
market share of 20%.

= Of the EMP order book - Commercial building will be 20%, infra will be 35%.

Exhibit 1. Quarterly Performance

Vs.

Blue Star Ltd Quarterly (INR Mn) | Q2FY25 | Q2FY24 | YoY(%) QIFY25 = QoQ (%) expec;ations
)

Sales 22,760 18,904 20.4 28,654 (20.6) 2.3

COGS 16,737 14,218 17.7 21,886 (23.5)

Gross Margin(%) 26.5 24.8 167bps 23.6 284bps

EBITDA 1,493 1,227 21.7 2,378 (37.2) (1.2)

EBITDA margin (%) 6.6 6.5 7bps 8.3 -174bps

Interest 65 177 (63.3) 76 (15.2) 8.0

Depreciation 300 230 30.2 280 6.9 33

Other income 185 130 42.8 238 (22.1) (7.5)

PBT 1,314 950 38.3 2,259 (41.8) (3.5)

Tax 350 243 44.4 573 (38.8) 2.2

Tax rate (%) 26.7 25.5 25.3

Adj. PAT 964 707 36.2 1,687 (42.9) (5.4)

Exceptional item 0 0 0

Share profit/(Loss) of JV -3 0 #DIV/0! 1 (462.5)

Reported PAT 961 707 35.8 1,688 (43.1) (5.6)

Adj.PAT 961 707 35.8 1,688 (43.1)

Source: JM Financial, Company
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Exhibit 2. Segment Mix

Segmental (INR mn) | Q2FY25 | Q2FY24 = YoY(%) @ QIFY25  QoQ(%)
Segment Revenue
:?ctro - mechanical Projects (EMP) & Commercial 14,284 10,772 326% 10,390 379%
Unitary Products (UP) 7,670 7,295 5.1% 17,295 -56%
Professional Electronics & Industrial systems (PEIS) 805 837 -4% 969 -17%
Segment Revenue 22,760 18,904 20% 28,654 -21%
Segment EBIT
AEgectro - mechanical Projects (EMP) & Commercial 1192 653 83% 1030 16%
Unitary Products (UP) 539 616 -12% 1,580 -66%
Professional Electronics & Industrial systems (PEIS) 52 122 -58% 96 -46%
Segment EBIT 1,783 1,391 28% 2,707 -34%
Segment Margin (%)
:?ctro - mechanical Projects (EMP) & Commercial 23% 6.1% 229 bps 09% 4157 bps
Unitary Products (UP) 7.0% 8.4% -142 bps 9.1% -211 bps
Professional Electronics & Industrial systems (PEIS) 6.4% 14.6% -819 bps 9.9% -349 bps
Segment EBIT margin (%) 7.8% 7.4% 47 bps 9.4% -161 bps
Source: JM Financial, Company
Exhibit 3. Order inflow up by 66% QoQ Exhibit 4. Segment margin trend
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Source: JM Financial, Company

Exhibit 5. Change in Estimates

Old Estimates New Estimates Change in Estimates
Particulars (INR Mn) ‘
FY26 | FY26 FY26

Revenue 1,18,021 1,41,232 1,62,255 1,19,946 1,43,878 1,67,626 1.6% 1.9% 3.3%
EBITDA 9,044 11,424 13,330 8,810 11,431 13,242 -2.6% 0.1% -0.7%
% OPM 7.7% 8.1% 8.2% 7.3% 7.9% 7.9%

PAT 6,332 8,013 9,402 6,114 8,131 9,633 -3.4% 1.5% 2.5%
EPS 31 39 46 29.7 39.5 46.9 -3.4% 1.5% 2.5%

Source: JM Financial, Company
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Financial Tables (Consolidated)

Income Statement (INR mn) Balance Sheet (INR mn)
Y/E March FY23A FY24A FY25E FY26E FY27E Y/E March FY23A FY24A FY25E FY26E FY27E
Net Sales 79,773 96,854 1,19,946 1,43,878 1,67,626 Shareholders’ Fund 13,306 26,101 30,981 37,879 46,278
Sales Growth 31.6% 21.4% 23.8% 20.0% 16.5% Share Capital 193 411 411 411 411
Other Operating Income 0 0 0 0 0 Reserves & Surplus 13,114 25,690 30,570 37,468 45,867
Total Revenue 79,773 96,854 1,19,946 1,43,878 1,67,626 Preference Share Capital 0 0 0 0 0
Cost of Goods Sold/Op. Exp 61,817 73,922 89,960 1,07,621 1,25,049 Minority Interest 32 26 26 26 26
Personnel Cost 5,914 7,495 8,394 9,318 10,342 Total Loans 5,776 1,666 1,166 766 766
Other Expenses 7,114 8,790 12,782 15,509 18,993 Def. Tax Liab. / Assets (-) -79 -3 -3 -3 -3
EBITDA 4,928 6,647 8,810 11,431 13,242 Total - Equity & Liab. 19,035 27,790 32,170 38,668 47,067
EBITDA Margin 6.2% 6.9% 7.3% 7.9% 7.9% Net Fixed Assets 9,319 12,819 16,121 17,328 19,007
EBITDA Growth 42.2% 34.9% 32.6% 29.7% 15.8% Gross Fixed Assets 13,295 17,332 22,603 25,103 28,103
Depn. & Amort. 848 975 1,198 1,293 1,321 Intangible Assets 0 0 0 0 0
EBIT 4,080 5,672 7,612 10,138 11,921 Less: Depn. & Amort. 4,809 5,784 6,982 8,275 9,596
Other Income 309 474 800 800 1,000 Capital WIP 833 1,271 500 500 500
Finance Cost 547 581 205 97 77 Investments 1,402 276 276 276 276
PBT before Excep. & Forex 3,842 5,565 8,207 10,841 12,844 Current Assets 43,190 53,015 59,724 70,744 83,680
Excep. & Forex Inc./Loss(-) 1,708 0 0 0 0 Inventories 14,334 14,072 16,979 19,499 22,729
PBT 5,550 5,565 8,207 10,841 12,844 Sundry Debtors 15,488 19,526 23,656 28,376 33,060
Taxes 1,547 1,428 2,093 2,710 3,211 Cash & Bank Balances 2,473 3,774 3,445 7,225 12,248
Extraordinary Inc./Loss(-) 0 0 0 0 0 Loans & Advances 1,368 737 737 737 737
Assoc. Profit/Min. Int.(-) 8 5 32 32 32 Other Current Assets 9,528 14,907 14,907 14,907 14,907
Reported Net Profit 4,011 4,143 6,142 8,159 9,661 Current Liab. & Prov. 34,876 38,320 43,951 49,681 55,896
Adjusted Net Profit 2,303 4,143 6,142 8,159 9,661 Current Liabilities 25,112 26,166 31,797 37,527 43,742
Net Margin 2.9% 4.3% 5.1% 5.7% 5.8% Provisions & Others 9,764 12,154 12,154 12,154 12,154
Diluted Share Cap. (mn) 96.3 205.6 205.6 205.6 205.6 Net Current Assets 8,314 14,695 15,773 21,063 27,783
Diluted EPS (INR) 239 20.1 299 39.7 470 Total — Assets 19,035 27,790 32,170 38,667 47,067
Diluted EPS Growth 36.2% -15.7% 48.3% 32.8% 18.4% Source: Company, JM Financial

Total Dividend + Tax 964 1,028 1,234 1,234 1,234

Dividend Per Share (INR) 10.0 5.0 6.0 6.0 6.0

Source: Company, JM Financial

Cash Flow Statement (INR mn) -

Dupont Analysis
Y/E March FY23A FY24A FY25E FY26E FY27E

Y/E March FY23A FY24A FY25E FY26E FY27E
Profit before Tax 5,554 5,565 8,207 10,841 12,844 -

Net Margin 2.9% 4.3% 5.1% 5.7% 5.8%
Depn. & Amort. 848 976 1,198 1,293 1,321

Asset Turnover (x) 4.7 4.1 4.0 4.1 3.9
Net Interest Exp. / Inc. (-) 547 581 205 97 77
Inc (-) / Dec in WCap. 2,075 2,765 1,407 1,510 1,698 Leverage Factor (x) 14 12 1 10 10
Others 1,469 2103 800 800 -1.000 RoE 19.6% 21.0% 21.5% 23.7% 23.0%
Taxes Paid -927 -1,363 -2,093 -2,710 -3,211
Operating Cash Flow 2,478 2,892 5,311 7,210 8,333 Key Ratios
Capex -1,821 -4,359 -4,500 -2,500 -3,000 Y/E March FY23A FY24A FY25E FY26E FY27E
Free Cash Flow 657 -1,467 811 4,710 5,333 BV/Share (INR) 138.2 126.9 150.7 184.2 225.1
Inc (-) / Dec in Investments 255 -1,012 0 0 0 ROIC 22.6% 21.6% 21.7% 25.5% 27.2%
Others -250 124 800 800 1,000 ROE 19.6% 21.0% 21.5% 23.7% 23.0%
Investing Cash Flow -1,817 -5,246 -3,700 -1,700 -2,000 Net Debt/Equity (x) 0.2 -0.1 -0.1 -0.2 -0.2
Inc / Dec (-) in Capital 0 10,000 0 0 0 P/E (x) 74.4 88.3 59.5 44.8 37.9
Dividend + Tax thereon -964 -1,158 -1,234 -1,234 -1,234 P/B (x) 129 14.0 11.8 9.7 7.9
Inc / Dec (-) in Loans 980 -4,157 -500 -400 0 EV/EBITDA (x) 353 254 19.1 14.4 12.0
Others -927 -1,036 -205 -97 -77 EV/Sales (x) 2.2 1.7 14 1.1 1.0
Financing Cash Flow -911 3,648 -1,939 -1,730 -1,310 Debtor days 71 74 72 72 72
Inc / Dec (-) in Cash -250 1,294 -328 3,780 5,023 Inventory days 66 53 52 49 49
Opening Cash Balance 2,726 2,479 3,773 3,445 7,225 Creditor days 122 106 104 103 103
Closing Cash Balance 2,477 3,773 3,445 7.225 12,248 Source: Company, JM Financial

Source: Company, JM Financial
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History of Recommendation and Target Price Recommendation History
Date Recommendation Target Price % Chg.
31-Jan-20 Hold 800 Blue Star
9-Apr-20 Hold 525 344 240 1
13-May-20 Hold 415 -21.0 2030 -
19-May-20 Hold 415 0.0 B
7-Aug-20 Hold 415 0.0 1540 B
29-Oct-20 Hold 580 398
31-Jan-21 Buy 870 50.0 1180 4
7-May-21 Buy 930 6.9 B B B
12-May-21 Buy 930 0.0 m1 B8 B B
19-Jul-21 Buy 930 0.0
5-Aug-21 Buy 940 1.1 0 ! ! ! ! ! !
29-Oct-21 Buy 1,040 10.6 Now1 May-22 Now22 May-23 Now23 Mey24 Now24
3-Feb-22 Buy 1,100 5.8
6-May-22 Buy 1,250 13.6 Tero Pric= T
5-Aug-22 Buy 1,250 0.0
4-Nov-22 Buy 1,400 12.0
31-Jan-23 Buy 1,450 36
9-May-23 Buy 1,600 103
5-May-24 Buy 1,560 25
8-Aug-24 Buy 1,790 147
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Definition of ratings

Rating Meaning

Buy Total expected returns of more than 10% for stocks with market capitalisation in excess of INR 200 billion and REITs* and more than
15% for all other stocks, over the next twelve months. Total expected return includes dividend yields.

Hold Price expected to move in the range of 10% downside to 10% upside from the current market price for stocks with market
capitalisation in excess of INR 200 billion and REITs* and in the range of 10% downside to 15% upside from the current market price
for all other stocks, over the next twelve months.

Sell Price expected to move downwards by more than 10% from the current market price over the next twelve months.

* REITs refers to Real Estate Investment Trusts.
Research Analyst(s) Certification

The Research Analyst(s), 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 or indirectly related to the specific recommendations or views expressed in this research
report.

Important Disclosures

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the
company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select
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assurance of returns to investors.

JM Financial Institutional Securities renders stock broking services primarily to institutional investors and provides the research services to its institutional
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covered herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from
the company(ies) mentioned in this report for rendering any of the above services.
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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) covered under this report or (c) act as an advisor or lender/borrower to,
or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged in,
it may have potential conflict of interest at the time of publication of this report on the subject company(ies).

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or
more securities of the company(ies) covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014.

The Research Analyst(s) principally responsible for the preparation of this research report and their immediate relatives are prohibited from buying or selling debt
or equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report. The
Research Analyst(s) principally responsible for the preparation of this research report or their immediate relatives (as defined under SEBI (Research Analysts)
Regulations, 2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the
company(ies) covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time
of publication of this report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report.
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While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or
developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may
not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. This
report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision.

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been
prepared by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro-economic factors. JM Financial Institutional
Securities may have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered
in this report by studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the
views/recommendations expressed in such technical research reports could be inconsistent or even contrary to the views contained in this report.

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of
any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to
make modifications and alterations to this statement as they may deem fit from time to time.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction.

This report is not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country or
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Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the
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Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be
communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or
relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will
be engaged in only with relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the
securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as
a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an
exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable
securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or
sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or
similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities
described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your
representation that you are an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as
such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the
information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the
needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized
agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the
information contained herein.
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