The AC industry is witnessing a strong offtake for the current summer as cpp Rs 863
per our interaction with Blue Star. The company has taken a 5-8% price :

. . . . . T t/ D d Rs 730 / 15%
hike so far but expects the next round of price hike to likely happen in arget / Downside > /15%
April. It expects the combination of price hike and scale effect to help it  NIFTY 14,558
maintain margins. Company has already launched mass market products  Scrip Details
and ?lms t.o target Tler.3/4 cities and .after establnsﬁmg in .South India, Equity / FV Rs 193mn / Rs 2
continues its efforts to improve share in North India. It opines that PLI
can accelerate indigenization of AC components in India. Market Cap Rs 83bn

USD 1bn

Strong outlook for the summer 52-week High/Low Rs 974/ 409
In our interaction, B_Iue Star said it is witnessingg strong pick up from the Avg. Volume (no) 149,446
channel for the coming summer season. Channel inventory at normal levels
and they expect more buying form the channel before another round of ~ Bloom Code BLSTR IN
price hikes happen for the ACs. It has taken a price hike of 5-8% in the Price Performance 1M 3M 12M
current quarter and does not plan to take any further till April, when they  apsoiute (%) 2 11 36
will review their price strategy again. While costs like A&P have come back, )
it expects the combination of price hike and scale effect to help it maintain Rel to NIFTY (%) 6 6 (35)
margins. In terms of supply, it is covered for this summer for key Shareholding Pattern
components like cop.per_and PC.Bs. Blue Star has smartly t_ak(?n care of its Jun'20 Sep'20 Dec'20
supply needs by placing its requirements four months earlier itself.

Promoters 38.8 38.8 3838
Targeting mass market for increasing share MF/Banks/FIs ~ 27.4 265 225
Blue Star is strategically repositioning its brand to include the mass Fils 7.6 8.8 10.4
premium category with the intent of expanding its market reach and target Public / Others  26.2 259 284

the mass market and has launched new products this summer for this
category. While it currently has a market share of 13%, it has higher share
in South. To this end, it is trying to improve its market share in the South.
These new mass market products will help the company to expand into Tier
3 and 4 market in North.

Blue Star Relative to SENSEX
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Cautious in projects; PLI could accelerate industry capex

In the projects business it has focus on a balance of growth and cash flows
to smoother WC cycle instead of continuously obtaining new orders. It has
a healthy order book of Rs30bn. On PLI, it opines that PLI will help
accelerate the indigenization and capex which would’ve taken five years
can happen in only three years under PLI. There is also an opportunity in
the vaccine cold chain, where it has a 35% market share in the Rs2bn
market, but this is an one time opportunity that will play over 3-4 quarters.

FINANCIALS (Rs Mn)

Particulars FY19A FY20A FY21E FY22E FY23E

Revenue 52,348 53,602 40,101 49,151 57,014 VP - Research: Vinod Chari
Growth(%) 12.8 24  (25.2) 22.6 16.0 Tel: +91 22 40969776
EBITDA 3,465 2,828 2,286 3,490 4,048 E-mail: vinodc@dolatcapital.com
OPM(%) 6.6 53 5.7 7.1 7.1

PAT 1,901 1,433 836 2,050 2,318

Growth(%) 32.0 (24.6) (41.6) 145.1 13.1

EPS(Rs.) 19.8 14.9 8.7 21.4 241

Growth(%) 32.0 (24.6) (41.6) 145.1 13.1

PER(x) 43.6 57.8 99.1 40.4 35.7

ROANW(%) 22.8 17.3 10.2 21.3 19.6

ROACE(%) 235 15.4 11.6 17.5 18.3
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Profit and Loss Account

March 18, 2021

(Rs Mn) FY20A FY21E FY22E FY23E
Revenue 53,602 40,101 49,151 57,014
Total Expense 50,774 37,816 45,661 52,966
COGS 40,181 30,597 37,257 43,216
Employees Cost 4,845 3,609 4,178 4,846
Other expenses 5,748 3,609 4,227 4,903
EBIDTA 2,828 2,286 3,490 4,048
Depreciation 880 900 930 930
EBIT 1,948 1,386 2,560 3,118
Interest 295 555 310 621
Other Income 447 250 450 560
Exc./E.O. items (40) 0 0 0
EBT 2,060 1,081 2,700 3,057
Tax 653 270 675 764
RPAT 1,433 836 2,050 2,318
Minority Interest (26) (25) (25) (25)
Profit/Loss share of associates 0 0 0 0
APAT 1,433 836 2,050 2,318
Balance Sheet
(Rs Mn) FY20A FY21E FY22E FY23E
Sources of Funds
Equity Capital 193 193 193 193
Minority Interest 23 23 23 23
Reserves & Surplus 7,631 8,442 10,467 12,760
Net Worth 7,824 8,635 10,659 12,952
Total Debt 4,489 4,206 4,703 5,136
Net Deferred Tax Liability (818) (818) (818) (818)
Total Capital Employed 11,519 12,046 14,568 17,293
Applications of Funds
Net Block 3,921 3,901 4,071 4,241
CWIP 564 564 564 564
Investments 796 796 796 796
Current Assets, Loans & Advances 28,294 22,570 28,443 34,626
Inventories 8,698 7,252 8,757 10,158
Receivables 8,377 8,789 10,773 12,496
Cash and Bank Balances 2,939 1,225 1,897 3,956
Loans and Advances 339 204 252 298
Other Current Assets 7,941 5,100 6,764 7,718
Less: Current Liabilities & Provisions 22,056 15,785 19,305 22,933
Payables 15,824 9,888 11,985 13,902
Other Current Liabilities 6,233 5,897 7,320 9,031
Net Current Assets 6,238 6,785 9,138 11,693
Total Assets 11,518 12,046 14,568 17,293
E — Estimates

Blue Star
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Important Ratios

March 18, 2021

Particulars FY20A FY21E FY22E FY23E
(A) Margins (%)
Gross Profit Margin 25.0 23.7 24.2 24.2
EBIDTA Margin 53 5.7 7.1 7.1
EBIT Margin 3.6 3.5 5.2 5.5
Tax rate 31.7 25.0 25.0 25.0
Net Profit Margin 2.7 2.1 4.2 4.1
(B) As Percentage of Net Sales (%)
COGS 75.0 76.3 75.8 75.8
Employee 9.0 9.0 8.5 8.5
Other 10.7 9.0 8.6 8.6
(C) Measure of Financial Status
Gross Debt / Equity 0.6 0.5 0.4 0.4
Interest Coverage 6.6 2.5 8.3 5.0
Inventory days 59 66 65 65
Debtors days 57 80 80 80
Average Cost of Debt 7.4 12.8 7.0 12.6
Payable days 108 90 89 89
Working Capital days 42 62 68 75
FAT/O 13.7 10.3 12.1 13.4
(D) Measures of Investment
AEPS (Rs) 14.9 8.7 21.4 24.1
CEPS (Rs) 24.1 18.1 31.0 33.8
DPS (Rs) 11.0 12.0 16.3 24.5
Dividend Payout (%) 73.9 138.2 76.3 101.3
BVPS (Rs) 81.5 89.9 111.0 134.9
RoANW (%) 17.3 10.2 21.3 19.6
ROACE (%) 15.4 11.6 17.5 18.3
ROAIC (%) 20.8 14.3 21.8 24.0
(E) Valuation Ratios
CMP (Rs) 863 863 863 863
P/E 57.8 99.1 40.4 35.7
Mcap (Rs Mn) 83,112 83,112 83,112 83,112
MCap/ Sales 1.6 2.1 1.7 1.5
EV 84,662 86,092 85,918 84,291
EV/Sales 1.6 2.1 1.7 1.5
EV/EBITDA 29.9 37.7 24.6 20.8
P/BV 10.6 9.6 7.8 6.4
Dividend Yield (%) 13 1.4 1.9 2.8
(F) Growth Rate (%)
Revenue 2.4 (25.2) 22.6 16.0
EBITDA (18.4) (19.2) 52.7 16.0
EBIT (28.3) (28.9) 84.7 21.8
PBT (18.0) (47.5) 149.7 13.2
APAT (24.6) (41.6) 145.1 13.1
EPS (24.6) (41.6) 145.1 13.1
Cash Flow
(Rs Mn) FY20A FY21E FY22E FY23E
CFO 3,920 1,064 3,282 5,702
CFI (1,600) (880) (1,1200) (1,100)
CFF (310) (1,994) (1,524) (2,536)
FCFF 2,285 184 2,182 4,602
Opening Cash 1,009 1,181 1,345 1,345
Closing Cash 2,939 1,225 1,897 3,956
E — Estimates

Blue Star
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy >20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell <0%

Rating and Target Price History

R9) ] Month Rating TP (Rs.) Price (Rs.)
—BLSTR Target Price Mar20  Reduce 520 459
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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.

1. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

Il. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. 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 affiliated company(ies) solely for the purpose of information of the select recipient of this
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for
rendering any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its
affiliated company(ies) associated with it. 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 Dolat Capital Market Private Limited. does not warrant its accuracy or
completeness. Dolat Capital Market Private Limited. 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. The investment discussed or views expressed 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 Dolat Capital Market
Private Limited. reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market
Private Limited. 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. 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 other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would
subject Dolat Capital Market Private Limited. and/or its affiliated company(ies) 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 a certain category of investors. Persons in whose possession this
report may come, are required to inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: “This Report is considered independent third-party research and was prepared by Dolat Capital Market Private Limited,
with headquarters in India. The distribution of this Research is provided pursuant to the exemption under Rule 15a-6(a) (2) and is only intended for an
audience of Major U.S. Institutional Investors (MUSIIs) as defined by Rule 15a-6(b)(4). This research is not a product of StoneX Financial Inc. Dolat Capital
Market Private Limited has sole control over the contents of this research report. StoneX Financial Inc. does not exercise any control over the contents
of, or the views expressed in, any research reports prepared by Dolat Capital Market Private Limited and under Rule 15a-6(a) (3), any U.S. recipient of this
research report wishing to affect any transaction to buy or sell securities or related financial instruments based on the information provided in this
research report should do so only through StoneX Financial Inc. Please contact Paul Karrlsson-Willis at +1 (407) 741-5310 or email Paul.Karrlsson-
Willis@stonex.com and/or Igor Chernomorskiy at +1 (212)379-5463 or email Igor.Chernomorskiy@stonex.com. Under no circumstances should any U.S.
recipient of this research report effect any transaction to buy or sell securities or related financial instruments through the Dolat Capital Market Private
Limited.”
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