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August 18, 2020 

CMP: | 628    Target: | 725 (15%)     Target Period:  12  months  

Voltas Ltd (VOLTAS) 

 BUY 

 

Cost saving initiatives drive UCP segment margin… 

Voltas’ unitary cooling product (UCP) segment performance was better than 

our expectation both in terms of topline, profitability. Despite lower volume 

in Q1FY21, Voltas clocked UCP segment EBIT margin of ~15.5% (up 240 bps 

YoY), highest margin in the last eight quarters supported by better product 

mix, lower raw material prices. UCP segment sales decline of ~60% was 

largely due to loss of revenue for almost 40 days amid pandemic related 

lockdowns. However, with its robust supply chain management and pan-

India distribution network (~19,000 touch points) Voltas managed to gain 

market share (YTD market share of 26.2%) in Q1FY21. With festive season 

around the corner and changing consumer habits as more people stay at 

home due to lockdown, we believe trade level inventory (of ~45 days) would 

be liquidated by end of Q3FY21. On the project, product & services front, 

Voltas reported decline in revenue by ~37%, ~36%, respectively, mainly 

impacted by lockdown, slow execution of projects. We believe while project 

business may face delay in revival (on lower private expenditure) UCP 

segment would recover from H2FY21 led by good festive demand and onset 

of second summer. We maintain our positive stance on the stock, 

considering Voltas’ robust balance sheet and well distributed dealer network 

that would help the company to sail through this challenging scenario. 

Lockdown drags topline 

Voltas lost almost 40 days of sales due to lockdown and reported ~51% YoY 

fall in revenue in Q1FY21. Revenues from UCP, electro-mechanical projects 

(EMPS) and engineering & product services declined ~60%, 37% and 

~36%, respectively. The drag on EMPS business was largely on account of 

slow execution of international and domestic orders amid strict government 

regulations. Despite a strong order book of | 7663 crore, the lockdown 

situation may impact the pace of execution, job closures, thereby resulting 

in stretched working capital and low profitability in the near term. 

Losses of EMPS segment offset strong UCP segment margin 

While UCP segment EBIT margin was up 240 bps YoY (90 bps QoQ), the 

EMPS segment reported loss of | 39 crore in Q1FY21 mainly due to higher 

fixed cost. As a result, the EBITDA margin fell ~583 bps YoY at 5.1%. Despite 

such a high margin in Q1FY21, the management continues to maintain 

annual margin guidance of UCP segment at ~11-12%. 

Valuation & Outlook 

Voltas being a market leader in the cooling product segment would recoup 

sales with recovery in demand, going ahead. We like Voltas for its strong 

brand recall and healthy balance sheet, which would cushion the company 

from any adverse situations arise due to project business. We maintain our 

BUY rating on the stock with a revised target price of | 725/share ascribing 

PE multiple 8x, 8x and 36x to EMPS, EPS and UCP segment, respectively. 

  

 

Key Financial Summary 

 

s 

(| C ro re ) FY18 FY19 FY20 FY21E FY22E C AG R (19-22E)

Net Sales 6404.4 7124.1 7658.1 6003.9 8317.6 5.3

EBITDA 662.6 611.7 686.7 394.2 857.6 11.9

EBITDA  Margin (% ) 10.3 8.6 9.0 6.6 10.3

Net Prof it 577.9 513.9 521.0 353.7 751.4 13.5

EPS (|) 17.5 15.5 15.8 10.7 22.7

P/E(x) 35.9 40.4 39.9 58.7 27.6

Price/Book (x) 5.3 5.1 4.9 4.7 4.3

Mcap/Sales  (x) 3.2 2.9 2.7 3.5 2.5

RoE (% ) 14.8             12.7             13.0             8.0                  15.6             

RoCE(% ) 19.8             17.3             19.5             11.5                20.4             
 

Source: Company, ICICI Direct Research 

 

Particulars 

ssesf

Par ticu lar Am o u n t

Market Cap (| Crore) 20,770.1

Tota l Debt (FY 20) (| Crore) 217.9

Cash & Inv  (FY 20)  (| Crore) 828.9

EV  (| Crore) 20,159.0

52 w eek H/L 741 / 427

Equity capita l  (| Crore) 33.1

Face va lue (|) 1.0
 

 

 
 

Key Highlights 

 Lockdown in peak season hurt 

overall topline growth  

 Market share gain in RAC 

segment. Strong EBIT margin of 

UCP segment led by change in 

product mix, various cost 

control measure 

 Project business performance 

marred by lockdown in April 

 Maintain BUY rating with revised 

target price of | 725/share 
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Result Update | Voltas Ltd 

Exhibit 1: Variance Analysis 

Q 1FY21Q 1FY21E Q 1FY20 Yo Y (%) Q 4FY20 Q o Q  (%) C o m m e n ts

Re ve n u e 1,296.9 1,008.3 2,654.0 -51.1 2,089.6 -37.9
Better than expected recovery in a ll three bus iness  

vertica ls

O ther Income 67.4 33.5 43.3 55.8 60.5 11.5

Raw  Materia l Exp 534.8 421.4 1,212.9 -55.9 452.3 18.2
Improved proudct mix and benign raw  materia l prices  

helped improve the gross  margin (up ~458 bps  Y oY )

Employee Exp 157.4 160.5 163.2 -3.5 177.6 -11.4

Purchase of  Traded goods 373.5 250.8 767.3 -51.3 1,039.0 -64.1

O ther Expenses 156.1 150.5 188.5 -17.2 207.6 -24.8

EBITDA 66.7 25.1 291.2 -77.1 192.0 -65.2

EBIT DA Marg in  (%) 5.1 2.5 11.0 -583 b p s 9.2 -404 b p s

Sharp increase in margin of  UCP segment (up 240 bps  

Y oY ) w as  complete ly of fset by losses  in the EMPS 

segment mainly due to higher f ixed cos t

Depreciation 8.2 8.5 7.7 6.5 8.2 0.2

Interes t 6.7 3.8 4.4 53.4 6.1 11.1

Exceptional items 0.0 0.0 43.0 2.0

 Prof it/( loss ) f rom 

A sso & JV s  

(11.7)    (21.3)   (21.4)   (19.5)  
 Loss  f rom joint venture and associates  companies , 

w hich inc ludes  losses  f rom V oltas -Beko 

PBT 107.5 25.0 258.0 -58.3 216.7 -50.4

Tota l Tax 25.8 6.3 91.7 -71.9 57.2 -55.0

PA T 81.8 18.7 166.3 -50.8 159.5 -48.7
PA T decline w as  largely due to low er sa les  and 

operating prof it during the period

Ke y Me tr ics

EMPS 518 393 824 -37.1 805 -35.6

Decline in sa les  primarily  due to s low  pace of  

execution amid onset of  pandemic and loss  of  revenue 

for a lmos t 30 days  in the domstic operations

EPS 48 37 74 -35.6 95 0.5

Focus  on af ter sa les  serv ice and additiona l 

maintenance contracts  in Moz ambique in mining and 

cons truction equipment drive sa les

UCP 707.1 573 1749 -59.6 1199 -41.0
Loss  of  revenue for a lmos t 40 days  has  put dent on 

topline

 

Source: Company, ICICI Direct Research 

Exhibit 2: Change in estimates 

(| C ro re ) C o m m e n ts

O ld Ne w % C h an g e O ld Ne w % C h an g e

Revenue 6,079.8 6,003.9 (1.2)           8,468.9 8,317.6 (1.8)          

Rev is ing our es timate factoring the current quarter 

performance. We belive recovery to s tart f rom H2FY 21E 

onw ards

EBITDA 378.2 394.2 4.2            863.1 857.6 (0.6)          

EBITDA  Mar(% ) 6.2 6.6 37bps 10.2 10.3 11bps

Low er operating leverage (ow ing to absence of  volume 

grow th in the UCP segment) w ould dent EBITDA  margin in 

FY 21E

PA T 314.1 353.7 12.6          708.7 751.4 6.0            

EPS (|) 9.5 10.7 12.6          21.4 22.7 6.0            

FY21E FY22E

 

Source: Company, ICICI Direct Research 

Exhibit 3: Assumptions 

C o m m e n ts

FY19 FY20 FY21E FY22E FY21E FY22E

EMPS 27.2 -10.3 -21.3 43.1 -19.3 45.2
We build f lattish revenue CA G R in F19-22E ow ing to s low  pick up 

in inf ras trcuture activ ties

EPS 0.6 6.4 -10.2 11.8 -7.9 7.6     

UCP -2.2 29.1 -23.8 38.2 -23.3 37.4
We model UCP segment revenue CA G R of  ~11%  for FY 19-22E led 

by same amount of  volume CA G R in RA C segment

Ear lie rC u r re n t

 

Source: Company, ICICI Direct Research 
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Result Update | Voltas Ltd 

Conference call highlights 

Unitary cooling products 

 The company lost sales for almost 40 days in the UCP segment. 

However, it managed sales of ~3.4 lakhs units of unitary cooling 

products post relaxation from lockdown 

 Industry volume declined ~49% in Q1FY21. However, volume fall 

was limited to 45% in case of Voltas. The company gained market 

share with its YTD market share at 26.2% 

 For the month of June, Voltas had a lead of over 1400 bps above the 

nearest competitor, also well ahead of the market share of the No. 2 

and No. 3 players, combined 

 Inverter AC now accounts for 63% of the split air-conditioner and 

44% of overall AC sales. In the inverter AC segment, June market 

share was at 22.9% 

 Geography wise, the company reported early demand revival in the 

north, south and eastern regions while western region demand was 

impacted by lockdown and early rains 

 Channel inventory was at 45 days by the end of Q1FY21. The 

company has not taken any substantial price cut to push inventory 

 Air cooler segment reported ~70% YoY fall in sales during Q1 while 

intermediate lockdown impacted sales of the commercial 

refrigeration segment 

 Voltas investment in the Voltas Beko joint venture was at | 373 crore. 

It has direct cool refrigerator manufacturing capacity of 1 million 

units. Voltas-Beko losses have reduced substantially during Q1FY21. 

Voltas Beko currently has ~ 6000 touch points 

 

Electro-mechanical projects & services 

 EMPS segment order book was up 61% YoY to | 7663 crore in 

Q1FY21 

 The company’s international order book was at | 2908 crore while 

its domestic order book was at | 4755 crore 

 Covid-19 has not had much impact on international project business 

as construction activity is statutorily considered an essential service 

in the Middle East. Nevertheless, the pace of execution has 

significantly reduced and certain mega events like Expo 2020 have 

been postponed 

 On the domestic front, while project work commenced post 

relaxation from lockdown, the mobilisation of the work force 

remains challenging 

 The domestic order represent a healthy mix of water, metro, airport, 

solar and general MEP projects  

 Delay in completion of the projects may increase the receivable days 

for the company  

Engineering products & services 

 The textile industry is passing through a difficult period of low 

demand. In this scenario, the company’s focus continues on after-

sales business in both spinning and post spinning segments. In the 

mining & construction equipment, Mozambique operations continue 

to drive the majority of revenues 
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Result Update | Voltas Ltd 

Financial story in charts 

Exhibit 4: UCP segment sales and margin trend 
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Source: Company, ICICI Direct Research 

Exhibit 5: EMPS segment sales and margin trend 

2,845.2 

866.4 901.5 875.2 976.0 

3,619.1 

824.1 809.3 808.1 804.6 

3,246.1 

518.1 

2,554.8 

3,655.1 

 (10.0)
 (8.0)
 (6.0)
 (4.0)
 (2.0)
 -
 2.0
 4.0
 6.0
 8.0
 10.0
 12.0

 -

 500.0

 1,000.0

 1,500.0

 2,000.0

 2,500.0

 3,000.0

 3,500.0

 4,000.0

 F
Y

1
8

 Q
1
F

Y
1
9

 Q
2
F

Y
1
9

 Q
3
F

Y
1
9

 Q
4
F

Y
1
9

 F
Y

1
9

 Q
1
F

Y
2
0

 Q
2
F

Y
2
0

 Q
3
F

Y
2
0

 Q
4
F

Y
2
0

 F
Y

2
0

 Q
1
F

Y
2
1

 F
Y

2
1E

 F
Y

2
2E

(%
)

(|
 c

ro
re

)

Sales (| crore) EBIT margin

 

Source: Company, ICICI Direct Research 

 

Exhibit 6: EPS segment sales and margin trend 
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Source: Company, ICICI Direct Research 
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Result Update | Voltas Ltd 

Exhibit 7: Consolidated revenue trend 
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Source: Company, ICICI Direct Research 

 

 

Exhibit 8: EBITDA and EBITDA margin to be in range of historical margin trend 
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Source: Company, ICICI Direct Research 

 

Exhibit 9: Sales growth, slight recovery in margin to drive PAT in FY19-22E 
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Source: Company, ICICI Direct Research 
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Result Update | Voltas Ltd 

Exhibit 10: Historical price chart 
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Source: Bloomberg, Company, ICICI Direct Research 

 

Exhibit 11: Shareholding Pattern 

(in  %) Ju n -19 Se p -19 De c-19 Mar -20 Ju n -20

Promoter 30.3 30.3 30.3 30.3 30.3

FII 13.0 10.2 10.9 9.9 10.7

DII 35.7 39.0 38.6 40.0 39.3

O thers 21.0 20.5 20.2 19.8 19.7
 

Source: Company, ICICI Direct Research 
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Result Update | Voltas Ltd 

Financial summary 

Exhibit 12: Profit and loss statement                              | crore 

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

Ne t Sale s 7,124.1  7,658.1  6,003.9 8,317.6  

Expenses

Raw  Materia l Expenses 3,277.2  2,986.7  2,286.5 3,113.2  

(inc)/Dec in s tocks -          -           -          -          

Purchase of  traded goods 1,985.0  2,568.3  2,047.4 2,797.9  

Employee Expenses 641.9     671.7     611.0    651.7     

O ther expenses 530.7     672.8     627.6    820.1     

Tota l O perating Expenditure6,512.4  6,971.4  5,609.7 7,460.1  

EBIT DA 611.7     686.7     394.2    857.6     

O ther Income 186.3     230.6     178.6    231.7     

Interes t 33.0       21.1       18.1      19.1       

PBDT 765.0     896.2     554.7    1,070.2  

Depreciation 24.0       32.0       36.0      44.9       

PBT before Exceptiona l Items741.0     864.2     518.7    1,025.3  

L ess : Exceptiona l Items 11.8       51.2       -          -          

Tota l Tax 163.5     223.3     119.5    250.5     

PA T before MI 513.9     521.0     353.7    751.4     

PA T af ter MI 513.9     521.0     353.7    751.4     

Prof it f rom A ssociates (51.8)     (68.7)      (45.5)     (23.5)     

PAT 513.9     521.0     353.7    751.4     
ff 

Source: Company, ICICI Direct Research 

 

Exhibit 13: Cash flow statement                                     | crore 

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

Prof it a f ter Tax 513.9   521.0  353.7  751.4     

Depreciation 24.0     32.0    36.0    44.9       

Cash F low  before w orking capita l cha570.8   574.1  407.8  815.3     

Net Increase in Current A ssets (293.8) (635.7) 735.2  (1,321.7) 

Net Increase in Current L iabilities (160.9) 557.5  (926.2) 1,035.3  

Ne t cas h  flo w fro m  o p e ratin g  Acti116.1   495.8  216.8  529.0     

L ong term loans  and advances (64.3)   (21.5)   38.3    (53.6)      

O ther non current assets (39.2)   (17.0)   19.7    (27.5)      

L iquid Inves tments 367.7   42.6    -        -           

(Purchase)/Sa le  of  F ixed A ssets (81.5)   (79.9)   (50.0)   (100.0)    

O thers (92.0)   36.2    -        -           

Ne t C as h  flo w fro m  In ve s tin g  Acti90.8     (39.6)   8.0      (181.1)    

Proceeds /(Repament) loans 172.4   (96.8)   8.0      8.0         

Tota l O utf low  on account of  div idend(154.8) (154.8) (77.4)   (116.1)    

O thers (187.3) (217.2) (180.4) (219.1)    

Ne t C as h  flo w fro m  Fin an cin g  Acti(169.7) (468.8) (249.8) (327.1)    

Net Cash f low 37.2     (12.6)   (25.0)   20.7       

Cash and Cash Equiva lent at the begin283.8   321.0  308.5  283.6     

C as h 321.0   308.5  283.6  304.4     
 

Source: Company, ICICI Direct Research 

 

Exhibit 14: Balance sheet                                               | crore 

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

Equity Capita l 33.1       33.1      33.1       33.1       

Reserve and Surplus 4,076.9  4,247.1 4,361.1  4,796.3  

Tota l Shareholders  funds 4,110.0  4,280.2 4,394.1  4,829.4  

Tota l Debt 314.7     217.9    225.9     233.9     

Deferred Tax L iability 6.6         1.4        1.4         1.4         

O ther Non Current L iabilities 0.7         7.3        7.3         7.3         

T o tal L iab ility 4,466.7  4,543.3 4,665.3  5,108.7  

Net Block 270.7     308.1    322.1     377.1     

Tota l F ixed A ssets 286.4     334.4    348.3     403.4     

O ther Inves tments 1,150.2  1,822.9 1,872.9  1,922.9  

G oodw ill on Consolidation 72.3       72.3      72.3       72.3       

Deferred Tax A ssets 105.9     72.9      72.9       72.9       

L ong term loans  and advances156.0     177.5    139.1     192.7     

O ther non current assets 74.1       91.1      71.4       99.0       

L iquid Inves tments 1,235.7  520.4    470.4     420.4     

Inventory 1,090.7  1,468.9 1,315.9  1,595.2  

Debtors 1,833.0  1,833.6 1,562.7  2,164.9  

Cash 321.0     308.5    283.6     304.4     

L oans  and A dvances 11.6       2.3        4.5         6.3         

O ther Current A ssets 1,185.2  1,451.4 1,137.9  1,576.4  

Net Current A ssets 1,386.2  1,452.0 1,618.1  1,925.3  

T o tal As s e ts 4,466.7  4,543.3 4,665.3  5,108.7  
f 

Source: Company, ICICI Direct Research 

 

 

 

 

 

Exhibit 15: Key ratios                                                     | crore 

(Ye ar -e n d  March ) FY19 FY20 FY21E FY22E

Pe r  Sh are  Data

EPS 15.5   15.8   10.7   22.7   

Cash EPS 16.3   16.7   11.8   24.1   

BV 124.3 129.4 132.9 146.0 

DPS 4.7     4.7     2.3     3.5     

O p e ratin g  Ratio s

EBITDA  margin 8.6     9.0     6.6     10.3   

PA T margin 7.3     7.3     5.9     9.0     

Return Ratios

RoE 12.7   13.0   8.0     15.6   

RoCE 17.3   19.5   11.5   20.4   

RoIC 19.9   16.5   8.8     17.4   

V alu atio n  Ratio s

EV  / EBITDA 31.9   29.4   51.3   23.6   

P/E 40.4   39.9   58.7   27.6   

EV  / Net Sa les 2.7     2.6     3.4     2.4     

Sa les  / Equity 1.7     1.8     1.4     1.7     

Market Cap / Sa les 2.9     2.7     3.5     2.5     

Price to Book V a lue 5.1     4.9     4.7     4.3     

T u rn o ve r  Ratio s

A sset turnover 1.6     1.7     1.3     1.6     

Debtors  Days 93.9   87.4   95.0   95.0   

Creditors  Days 121.7 128.2 120.0 120.0 

So lve n cy Ratio s

Debt / Equity 0.1     0.1     0.1     0.0     

Current Ratio 1.6     1.6     1.9     1.8     

Q uick Ratio 1.2     1.1     1.3     1.3     
 

Source: Company, ICICI Direct Research 
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Exhibit 16: ICICI Direct Coverage Universe (Consumer Discretionary) 

C MP M C ap

(|) T P(|) Ratin g (| C r ) FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21EFY22E FY20 FY21EFY22E FY20 FY21EFY22E

A s ian Paints  (A SIPA I) 1,836 1,900 Hold 1,76,072 29.0 21.8 32.6 63.4 84.4 56.2 38.9 45.6 32.9 27.4 19.4 26.9 30.5 22.6 31.0

A s tra l Polytecnik (A STPO L )1,058 1,120 Hold 15,940 16.6 15.0 23.3 63.9 70.7 45.5 36.1 39.3 27.8 20.5 17.0 23.1 16.6 13.1 17.9

A mber Enterprises  (A MBEN)1,774 1,980 Buy 5,579 52.2 18.4 63.7 34.0 96.5 27.9 18.1 27.6 13.2 14.3 7.0 17.4 14.5 5.3 15.5

Baja j Electrica ls  (BA JELE)485 495 Buy 5,514 0.0 4.1 14.8 NM 118.5 32.9 26.1 26.3 15.0 8.4 6.7 13.4 4.5 4.2 10.2

Berger Paints  (BERPA I) 541 570 Hold 52,542 6.8 6.0 10.0 80.1 90.3 54.0 46.9 51.1 33.7 26.6 21.5 31.9 24.7 19.4 27.7

Essel Propack (ESSPRO ) 273 270 Buy 8,613 6.7 7.0 9.5 40.7 38.9 28.8 13.6 12.4 10.5 15.6 16.5 19.4 14.3 13.9 16.3

Havells  India  (HA V IND) 617 630 Hold 38,495 11.7 8.0 14.4 52.5 76.9 42.8 33.9 40.7 25.5 19.6 14.3 22.6 17.0 11.4 18.3

K ansai Nerolac (K A NNER)477 510 Buy 25,706 9.9 7.9 11.8 48.0 60.1 40.3 30.3 35.3 24.2 17.6 14.7 19.9 14.1 11.3 15.3

Pidilite  Indus tries  (PIDIND)1,380 1,595 Buy 70,076 22.1 17.8 28.0 62.5 77.4 49.3 43.5 53.3 35.1 31.0 23.4 34.0 26.1 19.2 27.7

Polycab India  (PO L I) 899 950 Buy 13,384 51.4 42.2 55.4 17.5 21.3 16.2 10.7 13.4 9.8 26.5 16.8 22.2 20.0 13.9 17.0

Supreme Indus  (SUPIND)1,198 1,245 Hold 15,218 36.8 28.4 41.5 31.8 41.2 28.2 18.0 20.8 15.6 22.5 17.5 22.3 20.7 15.3 20.1

Symphony (SY ML IM) 830 960 Buy 5,806 26.0 20.5 32.0 31.9 40.4 25.9 26.7 33.9 21.0 28.8 23.5 37.0 29.0 23.0 35.1

Time Techno (TIMTEC) 39 42 Hold 882 7.5 3.2 9.0 5.2 12.3 4.3 3.1 4.4 2.8 12.5 7.1 13.1 9.3 4.0 10.7

V -G uard Ind (V G UA RD) 162 210 Buy 6,938 4.3 3.6 5.2 37.5 45.1 31.1 27.4 32.5 22.6 24.8 19.7 24.3 18.6 14.8 18.5

V oltas  L td (V O LTA S) 628 725 Buy 20,770 15.8 10.7 22.7 39.9 58.7 27.6 29.4 51.3 23.6 19.5 11.5 20.4 13.0 8.0 15.6

Ro E (%)Ro C E (%)EPS (|) EV /EBIT DA (x)P/E (x)

Se cto r  / C o m p an y

 

Source: Company, ICICI Direct Research 

 

 

 

 

 

 

 

 

 

 

 



  

 

ICICI Securities | Retail Research  9 

  
ICICI Direct Research 

 

Result Update | Voltas Ltd 

 

  

RATING RATIONALE 

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 
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