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FY23E FY24E FY23E FY24E
Rating ACCUMULATE ACCUMULATE
Target Price 2,190 2,181
Sales (Rs. m) 75,078 86,274 73,515 85,602
% Chng. 2.1 0.8
EBITDA (Rs. m) 5,963 7,672 5,692 7,527
% Chng. 4.8 1.9
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% Chng. 3.1 0.4
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Y/e Mar FY21 FY22 FY23E FY24E
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EBITDA (Rs. m) 3,552 4,214 5,963 7,672
Margin (%) 7.4 6.9 7.9 8.9
PAT (Rs. m) 2,460 3,123 4,434 5734
EPS (Rs.) 21.8 27.7 39.4 50.9
Gr. (%) 15.8 26.9 42.0 29.3
DPS (Rs.) 7.0 9.0 12.6 16.3
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Thermax (TMX IN)

Rating: ACCUMULATE | CMP: Rs2,019 | TP: Rs2,190

Order inflows continues to remain strong
Quick Pointers

®  Order inflows momentum continued, growing by 36.3% YoY at Rs23.1bn,
including utility boiler order worth Rs5.2bn.

"  Margin revival expected in coming quarters, owing to commodity prices with
major turnaround in Chemical segment margins.

Thermax (TMX) reported a robust revenue growth of 57.2% YoY, while
margins were impacted in Q1FY23, largely due to higher commodities prices,
higher freight cost witnessed in chemical segments and execution of legacy
FGD order in Environment segment. We expect margins to improve from
Q2FY23 given 1) improvement in chemical segment with commodity prices
softening and better product mix, 2) execution of two new FGD orders
(slightly better compared to previous ones) and 3) margin revival in energy
segment due to softening of key commodities prices. Enquiries pipeline
remains strong from sectors such as refinery, steel, power and chemicals
while some slowdown may be witnessed in large steel projects.

Thermax is well placed to gain from increasing thrust on clean energy & de-
carbonization initiatives and broad base recovery in private capex because
of its 1) technical expertise, 2) strong balance sheet and 3) prudent working
capital management. Given strong order book, healthy enquiry pipeline,
better execution and margin revival, we expect TMX to report, revenue/PAT
CAGR of 18.7%/35.5% between FY22-24E. At CMP stock is trading at
51.3x/39.6x for FY23/24E. We maintain ‘Accumulate’ rating on stock with
revise TP of Rs2,190 (Rs2,181 earlier), valuing it at PE of 43x FY24E EPS.

Higher commodity and freight cost impacts margins: Consol. sales grew 57.2%
YoY to Rs16.5bn (PLe ~Rs12.7bn), driven by healthy opening order book and
better execution. Energy/Environment/Chemical revenue grew
60.9%/62%/22.3%Yo0Y. Gross margin declined to 41.3% in Q1FY23 vs 49.4% in
Q1FY22, impacted due to higher commodity prices. EBITDA came in at Rs960mn,
(PLe ~Rs723mn) with EBITDA margins contracting by 19bps YoY to 5.8%, partly
impacted due to higher freight cost in chemical segment. On segmental front
Energy segment’'s EBIT margin expanded 242bps YoY to 6.1%, Environment
margin expanded 19bps YoY to 1.7%, while Chemicals margin declined to 3.7% vs
17.6% in Q1FY22 due to substantial impact of high commodity prices (specially
Styrene) and change in product mix. Adj. PAT came in at Rs590mn up 39% YoY.

Robust order inflows: Order inflows during the quarter came in at Rs23.1bn up
36.2% YoY. Off total order inflows Energy accounted for 76%, Environment 17% and
Chemicals 6%. Order book stands strong at Rs95.5bn, up 56.4% YoY (1.4x TTM
revenue). Company is witnessing strong traction in International inquiry pipeline
driven by Europe post Russia-Ukraine conflict.
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Exhibit 1: Higher commodity and freight cost impacts margin (Rs mn)
Y/e March QIFY22 Q2FY22 Q3FY22 Q4FY22 QIFY23 YOY(?/:)' QOQ(?/:)' FY22 Fy21 YOY(%'
Revenue 10,524 14,693 16,147 19,919 16,545 57.2 (16.9) 61,283 47,913 27.9
Total Revenues 10,524 14,693 16,147 19,919 16,545 57.2 (16.9) 61,283 47,913 27.9
Expenditure 9,893 13,593 15,016 18,567 15,585 57.5 (16.1) 57,070 44,361 28.6
as % of sales 94.0 92.5 93.0 93.2 94.2 93.1 92.6
Consumption of RM 5,328 8,080 9,058 12,385 9,707 82.2 (21.6) 34,850 25,386 37.3
as % of sales 50.6 55.0 56.1 62.2 58.7 56.9 53.0
Employee Cost 1,912 1,956 2,067 2,195 2,149 12.4 (2.1) 8,129 7,588 7.1
as % of sales 18.2 13.3 12.8 11.0 13.0 188 15.8
Other expenditure 2,654 3,558 3,892 3,987 3,729 40.5 (6.5) 14,090 11,387 23.7
as % of sales 25.2 24.2 24.1 20.0 22.5 23.0 23.8
EBITDA 630 1,100 1,131 1,352 960 52.3 (29.0) 4,214 3,552 18.6
Depreciation 274 274 290 295 286 4.2 3.1) 1,132 1,146 1.2)
EBIT 357 826 841 1,058 675 89.3 (36.2) 3,081 2,406 28.1
Other Income 254 368 292 357 205  (19.1) (42.5) 1,270 1,077 17.9
Interest 48 51 53 101 66 37.4 (34.8) 252 206 21.9
PBT 563 1,143 1,080 1,314 815 44.8 (38.0) 4,100 3,277 25.1
Total Tax 139 264 286 290 224 61.8 (22.6) 978 686 42.5
Adjusted PAT 424 879 795 1,024 590 39.2 (42.4) 3,122 2,591 20.5
(Profit)/loss from JV's/Ass/MI - - - 1 @) - - - - -
PAT after Ml 424 879 795 1,025 590 39.0 (42.5) 3,122 2,591 20.5
Extra ordinary items - - - - - - - - (525) -
Reported PAT 424 879 795 1,025 590 39.0 (42.5) 3,122 2,066 51.1
Adjusted EPS 3.8 7.8 7.1 9.1 5.2 39.0 (42.5) 27.7 21.8 26.9
Margins (%) Q1FY22 Q2FY22 Q3FY22 Q4FY22 QI1FY23 bps bps FY22 FY21 bps
EBIDTA 6.0 75 7.0 6.8 5.8 (19) (98) 6.9 7.4 (54)
EBIT 3.4 5.6 5.2 5.3 4.1 69 (123) 5.0 5.0 1
EBT 5.3 7.8 6.7 6.6 4.9 (42) (167) 6.7 6.8 15)
PAT 4.0 6.0 4.9 5.1 3.6 (@7) (158) 5.1 4.3 78
Effective Tax rate 24.6 23.1 26.5 22.1 27.5 290 549 23.9 20.9 292
Source: Company, PL
Exhibit 2: Segmental Performance (Rs mn)
Q1FY22 Q2FY22 Q3FY22 Q4FY22 QIFY23 Y°Y(§/£)' QOQ(%' FY22 FY21 YOY(%
Revenue
Energy 7,627 10572 11,632 14512 12,274 60.9 (15.4) 44,343 36,273 222
Environment 1,804 3,119 3,393 4,624 2,923 62.0 (36.8) 12,939 7,941 62.9
Chemicals 1,227 1,287 1,554 1,317 1,501 22.3 13.9 5,385 4,295 25.4
Less: Intersegment (134) (285) (431) (533) (153) 13.9 (71.4) - (596) (200.0)
Total 10,524 14,693 16,147 19,920 16,545 57.2 (16.9) 62,667 47,913 30.8
EBIT
Energy 279 841 728 1,007 746 167.8 (25.9) 2,855 2,177 31.1
EBIT margin (%) 3.7 8.0 6.3 6.9 6.1 6.4 6.0
Environment 28 64 107 232 50 81.8 (78.4) 430 376 14.3
EBIT margin (%) 15 2.0 3.2 5.0 1.7 &3 4.7
Chemicals 216 199 171 37 56 (74.1) 49.9 624 1,034 (39.7)
EBIT margin (%) 17.6 15.5 11.0 2.8 3.7 11.6 24.1
Source: Company, PL
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Conference call highlights

Growth in order book and revenue was a result of better order inflows received
in H2FY22.

Enquiry pipeline continues to remains healthy from both domestic as well as
from international markets for next couple of quarters. Upward trend is
witnessed in Sugar/distilleries, paper & pulp industries for the green offerings.

Europe is witnessing strong order enquiry pipeline from segment such as
biomass, electric boilers etc. post Russia-Ukraine conflict.

Order inflows: Order inflows grew 36% YoY to Rs23bn, led by strong growth
in Energy (up 40%), Environment (up 35%) and Chemical (up 5%).

Order book: Order book stands healthy at Rs95.5bn, well diversified across
industry such as Refinery/Metals & Steel, Sugar, Power, Food & Beverages
etc.

=  FGD order book stands at Rs18bn as on Q1FY23.

= Off the total order book 70% of orders are from green orders of which 50%
related to waste to energy applications.

FGD continues to drag the environment segment margin. Two new FGD orders
are slightly better compared to old ones. They are expected to maintain margin
at 4-5% compared to 8-9% margin expectation when bided, mainly impacted
due to sharp run up in commodity prices.

=  Going forward FGD ordering activity will be moderate and Thermax won’t
be aggressive while bidding for contracts.

Energy segment is likely to report better margins in coming quarters, with
commodity prices softening.

Chemical segment margins were impacted due to higher commodity prices and
change in product mix with lower contribution from specialty chemical and
challenges in price pass through. Though margins are expected to improve
from Q2FY23 onwards with commodity prices softening and improvement in
product mix with better margins product contribution rising.

Solar opex business: Thermax is setting up three solar plant in Tamil Nadu,
Maharashtra and Gujarat. Tamil Nadu and Maharashtra plant are expected to
contribute to revenue from Q3FY23 onwards, while Gujarat from Q1FY24
onwards.
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Financials
Income Statement (Rs m) Balance Sheet Abstract (Rs m)
Y/e Mar FY21 FY22 FY23E FY24E Y/e Mar FY21 FY22 FY23E FY24E
Net Revenues 47,913 61,283 75078 86,274 Non-Current Assets
YoY gr. (%) (16.4) 27.9 225 14.9
Cost of Goods Sold 25,386 34,850 41,787 47,199 Gross Block 19,878 20,067 21,867 23,667
Gross Profit 22,526 26,433 33,291 39,075 Tangibles 19,878 20,067 21,867 23,667
Margin (%) 47.0 43.1 44.3 45.3 Intangibles - - - -
Employee Cost 7,588 8,129 9,685 11,302
Other Expenses 4,481 5,199 7,583 8,972 Acc: Dep / Amortization 7,777 8,525 9,738 11,085
Tangibles 7,777 8,525 9,738 11,085
EBITDA 3,552 4,214 5,963 7,672 Intangibles - - - -
YoY gr. (%) (12.6) 18.6 415 28.7
Margin (%) 7.4 6.9 7.9 8.9 Net fixed assets 12,101 11,542 12,129 12,582
Tangibles 12,101 11,542 12,129 12,582
Depreciation and Amortization 1,146 1,132 1,213 1,347 Intangibles - - - -
EBIT 2,406 3,081 4,750 6,325 Capital Work In Progress 530 849 849 849
Margin (%) 5.0 5.0 6.3 7.3 Gooduwill - - ) )
Non-Current Investments 2,598 8,011 8,912 9,934
Net Interest 206 252 265 276 Net Deferred tax assets 1,540 1,271 1,271 1,271
Other Income 1,077 1,270 1,426 1,596 Other Non-Current Assets 2,556 3,795 4,129 4,529
Profit Before Tax 2,752 4,100 5,911 7,645 Current Assets
Margin (%) 5.7 6.7 7.9 8.9 Investments 1,153 7,665 7,665 7,665
Inventories 4,047 7,270 7,405 7,800
Total Tax 686 978 1,478 1,911 Trade receivables 13,380 14,237 16,044 17,255
Effective tax rate (%) 24.9 23.9 25.0 25.0 Cash & Bank Balance 19,392 11,270 11,846 12,700
Other Current Assets 3,830 8,493 4,430 4,486
Profit after tax 2,066 3,122 4,434 5,734 Total Assets 63,458 73,309 76,959 81,926
Minority interest - - - -
Share Profit from Associate - 1 - - Equity
Equity Share Capital 225 225 225 225
Adjusted PAT 2,460 3,123 4,434 5,734 Other Equity 32,289 34,700 37,715 41,614
YoY gr. (%) 15.8 26.9 42.0 29.3 Total Networth 32,514 34,925 37,940 41,839
Margin (%) 5.1 5.1 5.9 6.6
Extra Ord. Income / (Exp) (394) - - - Non-Current Liabilities
Long Term borrowings 222 696 730 767
Reported PAT 2,066 3,123 4,434 5,734 Provisions - - - -
YoY gr. (%) (2.8) 51.2 42.0 29.3 Other non current liabilities - - - -
Margin (%) 4.3 5.1 5.9 6.6
Current Liabilities
Other Comprehensive Income - - - - ST Debt / Current of LT Debt 2,829 2,982 2,947 2,910
Total Comprehensive Income 2,066 3,123 4,434 5,734 Trade payables 11,710 15,074 15427 16,073
Equity Shares O/s (m) 113 113 113 113 Other current liabilities 17,725 20,904 21,187 21,608
EPS (Rs) 21.8 27.7 39.4 50.9 Total Equity & Liabilities 63,458 73,309 76,959 81,926
Source: Company Data, PL Research Source: Company Data, PL Research
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Cash Flow (Rs m) Key Financial Metrics
Yl/e Mar FY21 FY22 FY23E FY24E Y/e Mar Fy21 FY22 FY23E FY24E
PBT 2,752 4,100 5911 7,645 Per Share(Rs)
Add. Depreciation 1,017 995 1,213 1,347 EPS 21.8 27.7 39.4 50.9
Add. Interest 118 135 265 276 CEPS 32.0 37.8 50.1 62.9
Less Financial Other Income 1,077 1,270 1,426 1,596 BVPS 288.8 310.2 336.9 371.6
Add. Other 12 (947) (1,426) (1,596) FCF 60.9 21.4 14.3 19.7
Op. profit before WC changes 3,899 4,283 5,963 7,672 DPS 7.0 9.0 12.6 16.3
Net Changes-WC 4,734 (5) (1,077)  (1,740) Return Ratio(%)
Direct tax 938 1,030 1,478 1,911 RoCE 7.1 8.3 11.8 14.5
Net cash from Op. activities 7,695 3,247 3,408 4,020 ROIC 13.4 12.9 17.3 20.4
Capital expenditures (13,130) (5,036) (1,800) (1,800) RoE 7.8 9.3 12.2 14.4
Interest / Dividend Income 266 885 1,426 1,596 Balance Sheet
Others 6,507 (65) (776) (851) Net Debt : Equity (x) 0.5) 0.4) (0.4) (0.4)
Net Cash from Invt. activities (6,357)  (4,216)  (1,149)  (1,055) Net Working Capital (Days) 44 38 39 38
Issue of share cap. / premium - - N - Valuation(x)
Debt changes 947 762 - - PER 92.4 72.8 51.3 39.6
Dividend paid - (788) (1,419) (1,835) P/B 7.0 6.5 6.0 5.4
Interest paid (118) (135) (265) (276) P/CEPS 63.0 53.4 40.3 32.1
Others (56) (45) - - EV/EBITDA 59.1 50.3 35.5 275
Net cash from Fin. activities 772 (206) (1,683) (2,111) EV/Sales 4.4 35 2.8 24
Net change in cash 2,110  (1,175) 575 855 Dividend Yield (%) 03 0.4 0.6 0.8
Free Cash Flow 6,861 2,409 1,608 2,220 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m)
Y/e Mar Q2FY22 Q3FY22 Q4FY22 QI1FY23
Net Revenue 14,693 16,147 19,919 16,545

YoY gr. (%) 28.8 14.5 26.5 57.2
Raw Material Expenses 8,080 9,058 12,385 9,707
Gross Profit 6,613 7,089 7,534 6,838

Margin (%) 45.0 43.9 37.8 41.3
EBITDA 1,100 1,131 1,352 960

YoY gr. (%) 38.7 (23.4) (3.2 52.3

Margin (%) 7.5 7.0 6.8 5.8
Depreciation / Depletion 274 290 295 286
EBIT 826 841 1,058 675

Margin (%) 5.6 5.2 5.3 4.1
Net Interest 51 53 101 66
Other Income 368 292 357 205
Profit before Tax 1,143 1,080 1,314 814

Margin (%) 7.8 6.7 6.6 4.9
Total Tax 264 286 290 224

Effective tax rate (%) 23.1 26.5 221 275
Profit after Tax 879 795 1,024 590
Minority interest - - - -
Share Profit from Associates - - 1 1)
Adjusted PAT 879 795 1,025 589

YoY gr. (%) 80.5 (23.49) (4.5) 39.0

Margin (%) 6.0 4.9 5.1 3.6
Extra Ord. Income / (Exp) - - - -
Reported PAT 879 795 1,025 589

YoY gr. (%) 181.4 (4.6) (4.5) 39.0
Margin (%) 6.0 4.9 5.1 3.6
Other Comprehensive Income - - - -
Total Comprehensive Income 879 795 1,025 589
Avg. Shares O/s (m) 113 113 113 113
EPS (Rs) 7.8 7.1 9.1 5.2
Source: Company Data, PL Research
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Price Chart Recommendation History

R
®s) No. Date Rating TP (Rs.) Share Price (Rs.)
280 1 1 05-Jul-22  Accumulate 2,181 2,049
1857 - 2 23-May-22 Accumulate 2,181 2,025
3 08-Apr-22  Accumulate 2,158 1,970
1464 -
4 08-Feb-22 Accumulate 2,158 2,038
1071 5 11-Jan-22 Accumulate 1,633 1,922
6 13-Nov-21  Accumulate 1,633 1,530
678
2 & b d bN N N 7 05-Oct-21  Accumulate 1,559 1,349
b 3 & p 3 : 3
< is 2 ) - ) - 8 09-Aug-21  Accumulate 1,559 1,360
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 ABB India Hold 2,293 2,362
2 Apar Industries Accumulate 1,194 1,124
3 Bharat Electronics BUY 295 269
4 BHEL Sell 36 46
5 Cummins India Accumulate 1,087 1,052
6 Engineers India BUY 89 60
7 GE T&D India Hold 102 101
8 Kalpataru Power Transmission BUY 421 357
9 KEC International Accumulate 451 397
10 Larsen & Toubro BUY 2,030 1,751
11 Siemens Accumulate 2,602 2,522
12 Thermax Accumulate 2,181 2,049
13 Triveni Turbine BUY 240 192
14 Voltamp Transformers UR - 2,972
PL’s Recommendation Nomenclature (Absolute Performance)
Buy o > 15%
Accumulate . 5% to 15%
Hold . +5% to -5%
Reduce . -b%to -15%
Sell 1 <-15%
Not Rated (NR) . No specific call on the stock
Under Review (UR) : Rating likely to change shortly
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Wel/l, Mr. Amit Anwani- MBA (Finance), Mr. Nilesh Soni- BCom, MBA (Finance) Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
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(US Clients)
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PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

Itis confirmed that Mr. Amit Anwani- MBA (Finance), Mr. Nilesh Soni- BCom, MBA (Finance) Research Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware that any or all o the foregoing, among other things, may give rise to real or potential conflicts of interest.
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