Company Update

Rating matrix

Rating Hold
Target 3 650
Target Period : 12 months
Potential Upside : 8%

Target Changed from ¥ 570 to ¥ 650
EPS FY19E Unchanged
EPS FY20E Changed from ¥ 21.9 to X 20.3
EPS FY21E Changed fromX 24.8 to % 24.4
Rating Unchanged

Key financials

% Crore FY18 FY19E FY20E FY21E
Net Sales 6,404 1,347 8,114 9,094
EBITDA 662.6 693.9 850.1 964.4
Net Profit 577.9 510.7 669.9 807.5
EPS %) 17.5 15.4 20.3 24.4
FY18 FY19E FY20E FY21E
P/E 34.6 39.1 29.8 24.7
Target P/E 31.2 421 321 26.6
EV / EBITDA 29.2 28.3 229 20.3
P/BV 5.1 5.7 5.0 45
RoNW (%) 14.8 14.8 16.6 18.2
RoCE (%) 19.8 21.7 22.4 22.6
Mcap/sales 3.1 2.7 2.5 2.2
Particular Amount
Market Capitalization (% Crore) 20,009.4
Total Debt (FY18) (% Crore) 142.3
Cash and Investments (FY18) (% Crore) 771.5
EV (% Crore) 19,380.2
52 week H/L 665 /471
Equity capital (3 Crore) 33.1
Face value (%) 1.0
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Voltas Ltd (VOLTAS) % 604

Leadership position remains intact...

Voltas” UCP division performance remained flat in 9MFY19 owing to bad
weather, subdued festive demand and a poor second summer. The
overall RAC industry de-grew ~4% YoY in 9MFY19. Despite such
challenging conditions, Voltas has maintained its leadership position with
market share of 24%. With normal inventory of ACs at dealers level (1-1.5
months) and slight demand revival in southern regions, the management
expects strong AC volume growth in FY20E. This along with rising
contribution of inverter AC sales (inverter AC now contributes ~40% of
total split AC sales) would restrict any sharp fall in EBIT margin (the
management expects EBIT margin of ~11% in the UCP division, going
forward, ~100 bps higher than reported EBIT margin during 9MFY19). We
model revenue CAGR of ~14% in FY18-21E in the UCP segment led by
volume CAGR of 11% during the same period. On the EMPS front, we
slightly cut our revenue CAGR estimate from 14% to 11% in FY18-21E
due to mainly focus on execution of quality orders.

Key takeaways from management meet

e The cooling industry faced a severe challenge during FY19 in
terms of erratic weather conditions, high raw material prices and
adverse currency movement

e Southern regions have witnessed good demand traction while
demand from the northern region is yet to pick up (due to
untimely rains in some part of the country)

e According to the IMD, weather conditions are likely to favour
cooling products with rising mercury level from April onwards

e Inventory at dealer’s level has been normalised at 1-1.5 months
with a slight pick-up in demand from southern regions

e The production line for Voltas-Beko products is likely to
commence operation from December 2019. It is likely to leverage
~85% of Voltas’ dealers by FY20. Voltas dealer network has
increased from ~11000 in FY15 to ~15000 currently

e Voltas has launched ~40-45 new air conditioner variants for the
coming summer. This includes new launch of adjustable inverter
AC, which allows the user to switch from 1.5 ton to 1 ton capacity

e Voltas’ inverter AC sales to total AC sales are at ~40% against
industry average of ~50%

e The company may take a price hike from April 2019 onwards
depending on demand condition of air conditioners

e Voltas aims to maintain EBIT margin of UCP division at ~11%

e The company’s EMPS segment is likely to record flattish growth
in the near term owing to bidding of quality orders. It is likely to
maintain EBIT margin of ~7-7.5% in the business

Rising contribution from premium products to support margin

We believe the lowest penetration of AC in India (among other white
goods items) suggests the long-term growth story of Voltas will remain
intact. However, in the premium product category, Voltas remained a
slow entrant unlike LG that is now focusing only on inverter AC. We
believe rising contribution of premium products (inverter AC) and stable
raw material/currency movement would help in maintaining EBIT margin
at ~11%, going forward. We maintain HOLD on Voltas with a revised
target price of ¥ 650/share. Under our SOTP based valuation, we value the
UCP segment by ascribing PE multiple of 35x FY21E earnings. We ascribe
a PE multiple of 15x FY21E and 10x FY21E earning to EMPS and EPS
segment, respectively.
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Change in estimates
FY20E FY21E Comments
(% Crore)

Old New % Change Old New % Change

Revenue 8558.8 81136 (52) 96299 9,093.9 (5.6) We _sllghtly tvyeak our revenue estimates for FY20E-21E considering focus on execution of only
quality orders in the EMPS segment

EBITDA 899.3  850.1 (5.5) 1,009.8 964.4 (4.5)
EBITDA Mar(%) 10.5 10.5 -2bps 10.5 10.6 11bps
PAT 722.7  669.9 (7.3) 8195 807.5 (1.5)
EPS ) 219 20.3 (7.3) 24.8 244 (1.4)

Source: Company, ICICI Direct. Research

Current Earlier Comments
FY18  FY19E FY20E FY21E FY20E  FY21E

We build revenue CAGR of 11% in FY18-21E for EMPS segment, considering focus on

EMPS 1.2 28.4 2.1 3.6 1.5 .
quality orders
EPS -6.6 6.2 10.0 10.0 10.0 10.0
ucP 5.9 28 18.8 203 217 215 We model UCP segment revenue CAGR of ~14% for FY18-21E led by ~11% volume

CAGR in the RAC segment.
Source: Company, ICICI Direct. Research
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Financial summary

(Year-end March) FY18 FY19E FY20E FY21E
Net Sales 6,404.4 7,347.2 18,1136 9,093.9
Expenses

Raw Material Expenses 2,820.2 2,959.6 4,439.6 5,005.5
(inc)/Dec in stocks 105.4 - - -
Purchase of traded goods 1,641.9 23757 1,237.2 1,331.2
Employee Expenses 586.7 667.9 781.7 845.9
Other expenses 587.5 650.1 805.0 946.8
Total Operating Expenditure 57417 6,653.3 7,263.5 8,129.4
EBITDA 662.6 693.9 850.1 964.4
Other Income 1741 138.6 124.0 117.7
Interest 11.9 21.7 22.8 24.0
PBDT 824.9 810.8 951.3  1,058.1
Depreciation 24.4 21.2 21.6 309
PBT before Exceptional Items 800.5 783.6 923.7 1,027.2
Less: Exceptional ltems (0.6) 1.7 -
Total Tax 227.0 225.8 266.0 322.0
PAT before MI 577.9 510.7 669.9 807.5
Minority Interest - - - -
PAT after MI 577.9 510.7 669.9 807.5
Profit from Associates 3.8 (35.4) 12.2 102.4
PAT 577.9 510.7 669.9 807.5
EPS 17.5 15.7 20.3 244

Source: Company, ICICI Direct Research
Balance sheet < Crore

(Year-end March) FY18 FY19E FY20E FY21E
Equity Capital 33.1 33.1 33.1 33.1
Reserve and Surplus 3,872.2 3,476.6 3991.8 44124
Total Shareholders funds 3,905.2 3,509.7 14,0249 44454
Total Debt 142.3 150.3 158.3 166.3
Deferred Tax Liability 13.2 13.2 13.2 13.2
Other Non Current Liabilities 1.0 1.0 1.0 1.0
Total Liability 4,093.5 3,706.0 4,229.2 4,657.8
Net Block 224.8 237.6 260.0 279.1
Total Fixed Assets 228.9 241.7 264.1 283.2
Other Investments 2,266.0 2,116.0 2,066.0 2,016.0
Goodwill on Consolidation 72.3 72.3 72.3 72.3
Deferred Tax Assets 17.8 17.8 17.8 17.8
Long term loans and advances 91.7 105.2 116.1 130.2
Other non current assets 34.9 40.1 44.2 49.6
Liquid Investments 487.6 437.6 387.6 337.6
Inventory 813.0 11,0065 1,178.1 1,395.2
Debtors 1,570.3 1,791.5 2,000.6 2,242.3
Cash 283.8 46.1 2711 231.2
Loans and Advances 48 55 6.1 6.8
Other Current Assets 1,438.6 11,6504 1,8226 2,042.8
Net Current Assets 894.3 6753 11,2609 1,751.2
Total Assets 4,0935 3,7059 4,229.2 4,657.8

Source: Company, ICICI Direct Research
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Cash flow statement < Crore
(Year-end March) FY18 FY19E FY20E FY21E
Profit after Tax 577.9 510.7 669.9 8075
Depreciation 24.4 21.2 21.6 30.9
Cash Flow before working capital cha 614.2 559.6 720.3 862.5
Net Increase in Current Assets (367.3) (627.2) (553.5) (679.7)
Net Increase in Current Liabilities 253.6 6085 198.8 149.7
Net cash flow from operating Acti 500.5 5409 365.7 3324
Long term loans and advances (19.3) (13.5) (11.0) (14.0)
Other non current assets (17.3) (5.1) (4.2) (5.3)
Liquid Investments (485.7) 200.0 100.0 100.0
(Purchase)/Sale of Fixed Assets (25.1)  (40.0) (50.0) (50.0)
Others 19.1 - - -
Net Cash flow from Investing Acti (528.3) 1414 34.9 30.6
Proceeds/(Repament) loans (28.7) 8.0 8.0 8.0
Total Outflow on account of dividend (154.8) (193.5) (154.8) (387.0)
Others 163.6 (734.5) (22.8) (24.0)
Net Cash flow from Financing Acti (19.8) (919.9) (169.6) (403.0)
Net Cash flow (47.6) (237.7) 2309  (39.9)
Cash and Cash Equivalent at the begin 3315  283.8 46.1 2771
Cash 283.8 46.1 2771  237.2

Source: Company, ICICI Direct Research

Key ratios
(Year-end March) FY18  FY19E  FY20E  FY21E
Per Share Data
EPS 17.5 15.4 20.3 244
Cash EPS 18.2 16.3 21.1 25.4
BV 118.1 106.1 121.7 134.4
DPS 47 5.9 47 11.7
Operating Ratios
EBITDA margin 10.3 9.4 10.5 10.6
PAT margin 9.0 11 8.3 8.9
Return Ratios
RoE 14.8 14.8 16.6 18.2
RoCE 19.8 21.7 22.4 22.6
RolC 16.5 17.3 19.2 19.1
Valuation Ratios
EV/EBITDA 29.2 28.3 22.9 20.3
P/E 34.6 39.1 29.8 24.7
EV / Net Sales 3.0 2.1 24 22
Sales / Equity 1.6 2.1 2.0 2.0
Market Cap / Sales 3.1 2.7 25 22
Price to Book Value 5.1 5.7 5.0 45
Turnover Ratios
Asset turnover 1.6 2.0 1.9 2.0
Debtors Days 89.5 89.0 90.0 90.0
Creditors Days 124.0 130.0 122.0 110.0
Solvency Ratios
Debt / Equity 0.0 0.0 0.0 0.0
Current Ratio 1.6 1.5 1.6 1.8
Quick Ratio 1.2 1.2 1.3 1.4

Source: Company, ICIC/ Direct Research

ICICI Securities Ltd | Retail Equity Research

Page 3



ICICI direct

Research
ICICI Direct Research coverage universe (Consumer Discretionery)
Sector / Company CMP M Cap EPS (%) P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)

%) TPR) Rating  (XCr) FY18E FY19E FY20E FY18E FY19E FY20E FY18E FY19E FY20E FY18E FY19E FY20E FY18E FY19E FY20E
Asian Paints (ASIPAI) 1,443 1,600 Buy 138384 219 243 287 660 593 558 416 354 301 31.6 326 341 244 248 255
Astral Polytecnik (ASTPOL) 1,132 1,250 Hold 13,747 147 160 223 772 707 507 436 37.2 282 229 218 246 172 150 175
Bajaj Electricals (BAJELE) 509 545 Hold 5194 82 204 222 621 250 229 198 140 130 181 185 183 137 197 182
Havells India (HAVIND) 748 800 Buy 46,668 11.4 134 17.2 655 558 435 421 354 272 252 292 311 188 214 227
Kansai Nerolac (KANNER) 464 480 Buy 25006 96 8.8 108 484 529 431 292 302 245 245 220 242 165 147 16.2
Pidilite Industries (PIDIND) 1,176 1,250 Buy 60,286 18.8 185 220 624 635 534 422 386 325 336 296 314 270 217 228
Essel Propack (ESSPRO) 118 120 Hold 3708 55 58 67 213 204 175 89 83 72 180 174 193 152 146 158
Supreme Indus (SUPIND) 1,103 1,150 Buy 14011 339 344 398 325 321 277 163 158 136 279 261 279 227 195 214
Symphony (SYMLIM) 1,320 1,110 Hold 9,234 275 188 259 480 702 511 377 525 352 413 255 345 315 226 299
V-Guard Ind (VGUARD) 215 205 Hold 9,152 3.1 33 42 686 648 512 439 419 328 237 240 260 177 182 198
Voltas Ltd (VOLTAS) 604 650 Hold 19,976 175 154 203 346 39.1 298 292 283 229 198 217 224 148 148 16.6
Time Techno (TIMTEC) 102 80 Hod 2307 80 88 108 128 116 94 54 53 47 149 147 155 122 122 132

Source: Company, ICIC/ Direct Research

ICICI Securities Ltd | Retail Equity Research Page 4



ICICI direct

Research

ICICI Direct Research endeavours to provide objective opinions and recommendations. ICICI Direct Research
assigns ratings to its stocks according to their notional target price vs. current market price and then
categorises them as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified
and the notional target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction;
Buy: >10%/15% for large caps/midcaps, respectively;

Hold: Up to +/-10%;

Sell: -10% or more;
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| ICICI Securities Ltd. |Fl 755 asmins

Analyst Award 2012
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Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com
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ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
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Andheri (East)

Mumbai - 400 093
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ANALYST CERTIFICATION

We /I, Sanjay Manyal, MBA (Finance) and Hitesh Taunk, MBA (Finance) 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. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities
Limited is a Sebi registered Research Analyst with Sebi Registration Number — INH000000990. ICICI Securities Limited Sebi Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary
of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital
fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking
and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to
analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and
meant solely for the selected recipient 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 ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the
information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been
suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity
to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed.
This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other
financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue
of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed 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 may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently
evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not 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.

ICICI Securities 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.

ICICI Securities 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.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates 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 ICICI Securities nor Research
Analysts and their relatives 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.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the
month preceding the publication of the research report.

Since associates of ICICI Securities 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.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 other jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates 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. Persons in whose possession this document may come are required to inform
themselves of and to observe such restriction.
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