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EPACK DURABLE LIMITED

Decent quarter, well equipped for future

EPACK Durable Limited (EPACK ) reported a decent quarter with a 35% growth in revenues and
a 71bps expansion in gross margins, supported by a more favorable product mix. However,
EBITDA margins were lower due to reduced fixed cost absorption from the underutilization
of the Sri City plant (operating at only 15-20% capacity). Additionally, the industry faced
challenges from disruptions in the supply of key raw materials, particularly copper, during
Q3FY25. Looking ahead, with strong demand prospects and increasing production capacity,
EPACK is well-positioned to benefit from operating leverage, which could drive EBITDA
margin growth by FY26E/27E. The company’s expansion into new product categories,
including LDA/SDA and components, is expected to further boost revenues while improving
margin profiles. EPACK is also progressing well with its partnership with Hisense and plans to
begin manufacturing white goods for them by H2FY26E. Furthermore, the export business
continues to grow and is expected to maintain strong revenue growth in the medium term.
The recent budget, which is likely to increase taxpayers’ disposable income, is expected to
further boost demand for air conditioners, SDAs and LDAs underscoring significant growth
potential. We remain positive on EPACK’s strong growth prospects, driven by business
diversification, capacity expansion, and strategic partnerships. These factors position the
company well for long-term success and continued revenue growth. After reviewing the
9MFY25 results, we have tweaked our estimates inline with the positives mentioned above

and thus maintaining our BUY rating on the stock with an unchanged TP of X575.

Q3FY25 result snapshot

EPACK reported a 35% YoY growth in revenue, with the contribution from RAC declining to
66% from 73% in FY24, reducing its reliance on RAC. EBITDA saw a modest 1.6% YoY increase,
but APAT dropped sharply by 34.2% YoY. Gross margin improved by 71bps YoY, driven by a
favorable product mix, while EBITDA margin contracted by 211bps YoY due to higher staff
costs (+41% YoY) and a sharp rise in other expenses (+116.8% YoY). Although other income
grew strongly (+159.1% YoY), higher depreciation (+36.7% YoY) and finance costs (+27.7%
YoY) negatively impacted profitability. Management indicated that production is ramping up
for coolers and washing machines, with additional capacity being added for mixer grinders,
induction cooktops, and air fryers (starting mid-Mar’25). These initiatives will further help

reduce the company’s dependence on RAC.

Key Financials FY23 FY24 FY25E FY26E FY27E
Total Sales (X mn) 15,388 14,196 21,854 27,575 32,636
EBITDA Margins (%) 6.7% 8.2% 7.2% 8.0% 8.5%
PAT Margins (%) 2.2% 2.6% 2.5% 3.7% 4.2%
EPS () 6.6 3.8 5.7 10.6 14.4
P/E (x) 66.9 114.7 77.4 41.7 30.7
P/BV (x) 7.3 4.7 4.5 4.1 3.6
EV/EBITDA (x) 45.4 38.3 29.5 21.3 17.0
RoE (%) 11% 4% 6% 10% 12%
RoCE (%) 16% 8% 10% 14% 16%
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Current Market Price () 427
12M Price Target () 575
Potential Return (%) 35

Stock Data

Sector : Consumer Durables
FV (R): 1
Total Market Cap (X bn) : 41
Free Float Market Cap (X bn) : 14
52-Week High / Low (X) 670/ 151
BSE Code / NSE Symbol 544095 / EPACK
Bloomberg : EPACK IN

Shareholding Pattern

(%) Dec-24 Sep-24 Jun-24 Mar-24
Promoter 48.04 48.06 48.14 48.11
Foreign Comp. 1142 1155 11.65 11.65
AlFs 6.23 7.89 10.71 10.55
Bodies Corporate 3.15 4.53 2.00 1.35
Insurance 2.03 1.97 4.56 6.08
FPIs 1.31 1.97 0.73 1.30
MFs 0.72 0.72 0.74 1.54
Others 30.25 27.84 23.47 20.77
Source: BSE

Price Performance

(%) im 3M 6M 12m
EPACK 322%  -5.7%  67.2% 114.8%
Nifty 50 -1.1%  -1.1%  -4.0% 5.6%

* To date / current date : February 4, 2025
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Hisense Update

Tie-up with Hisense is advancing smoothly, with the plant setup already underway and
expected to be completed by the end of July. Following that, an additional two months will
be required for testing. So far, the company has spent ~ 0.6 mn of the planned %2.4 mn for

Hisense production. Production is slated to begin in September- 26 for RAC .

Outlook & Valuation

The company has maintained its guidance of 50%+ YoY revenue growth for FY25E. We remain
optimistic about improving profitability and margin expansion, driven by 1) operational leverage
2) increasing contribution from SDA & components 3) strategic tie up with Hisense. The stock
has experienced a sharp correction presenting a strong opportunity to buy from current levels.
After reviewing the 9MFY25 results, we have tweaked our estimates and maintained our BUY
rating with an unchanged TP of X575 (40x FY27E).

Key Risks: A significant rise in competitive pressures, increased insourcing by OEMs (brands),

and potential execution challenges (if any).

Exhibit 1: Consolidated Quarterly Result

(X mn) Q3FY25 Q3FY24 YoY Q2FY25 QoQ
Gross Sales 3,768 2,791 35.0% 3,771 -0.1%
COGS 3,096 2,312 33.9% 3,220 -3.9%
EBITDA 241 237 1.6% 96 150.7%
Margins (%) 6.4% 8.5% -211bps 2.5% 385bps
Depreciation 121 89 36.7% 116 4.4%
Interest 124 97 27.7% 137 -9.5%
Other Income 49 19 159.1% 47 2.7%
PBT 44 70 -36.9% -110 -140.3%
Tax 10 18 -44.6% -32 -130.7%
Rate (%) 22.2% 25.3% -311bps 29.1% -691bps
Share of Asso. -9 -3 NA -7 NA
Reported PAT 25 49 -48.7% -85 NA
Adj PAT 34 52 -34.2% -78 NA
Margins (%) 0.9% 1.9% -96bps -2.1% 298bps

Source: Company, LKP Research
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Concall Highlights

Guidance: The management has upheld its revenue guidance for FY25E, expecting a growth
of ~50% YoY. EBITDA margin is projected to be ~7.2% for FY25E. The target contribution from
the components and RAC businesses is estimated to be ~12%-15% and ~65%, respectively.

Margins: EBITDA growth for Q3FY25 was lower on a YoY basis, primarily due to the Sri City

facility not yet reaching its optimal capacity.

Utilization: The Bhiwadi and Dehradun plants are operating at 50%-55% utilization, while
the Sri City facility is currently running at ~15%-20% utilization, with expectations to reach
~50%-55% in the near future.

Hisense: The factory setup is expected to be completed by the end of July, with an additional
two months allocated for testing. Production is planned to start in September. So far, the
company has spent about 0.6 mn of the 2.4 mn budget for Hisense production. EPACK
has also indicated that Hisense could acquire up to a 26% stake in the subsidiary, subject to

regulatory approvals.

Raw Material: The industry has experienced supply-chain challenges, mainly related to
copper, as domestic manufacturers who committed to establishing plants by CY24 failed to

meet the deadline. This delay has resulted in shortages of raw materials like copper.

Compressor: The company has not yet been affected by component supply issues, such as

compressors, and anticipates no impact from compressor shortages until June 2025.

Capex: EPACK has invested X0.55 bn in setting up a new RAC manufacturing facility through
its subsidiary. The company plans to spend a total of 2.0-2.1 bn over time to complete the

construction of this RAC facility.

SDA: EPACK has increased its air cooler production capacity to 60,000-70,000 units per
month. Additionally, the company is poised to scale up its washing machine production to
around 100,000 units per month, pending client approvals. The company plans to begin
manufacturing air fryers by mid-March 2025 and may introduce additional products in

Q2FY26.EPACK is also boosting the production of grinders and induction cooktops.

EPAVO JV: A greenfield facility is expected to be commissioned by the end of Q1FY26
under the EPAVO joint venture. In the meantime, the Silvassa facility will continue to meet

production demands.

Debt & Cash: The current gross debt stands at 4.9 bn, with a term loan of X600-700 mn.

Cash and cash equivalents amount to 130 mn.
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Financials in charts

Exhibit 2: Revenue & Revenue growth Exhibit 3: EBITDA & EBITDA growth
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Exhibit 4: PAT & PAT growth Exhibit 5: ROE v/s ROCE
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Exhibit 6: Working Capital Cycle (WCC) Exhibit 7: Debt-to-Equity Ratio (D/E)
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Exhibit 8: Profit and Loss Statement Exhibit 9: Balance Sheet

(X mn) FY23 FY24 FY25E FY26E FY27E (X mn) FY23 FY24 FY25E FY26E FY27E
Total Income 15,388 14,196 21,854 27,575 32,636 Equity Share Capital 521 958 958 958 958
Change (%) 66.5% -7.8% 53.9% 26.2% 18.4% Reserves & Surplus 2,615 7,964 8,487 9,471 10,814
RM Cost 13,241 11,899 18,401 22,942 27,218 Total Networth 3,136 8,922 9,445 10,429 11,772
Employees Cost 334 482 656 938 1,077 Non-current Liabilities

Other Expenses 788 653 1,224 1,489 1,567 Long term debt 1,136 618 618 718 868
Total Expenditure 14,363 13,034 20,280 25,369 29,862 Deferred tax assets/liabilities 139 188 188 188 188
% of Sales 93.3% 91.8% 92.8% 92.0% 91.5% Other non curent liabilities 288 425 425 425 425
EBITDA 1,025 1,162 1,573 2,206 2,774 Total non-curr liab & provs 1,563 1,230 1,230 1,330 1,480
Margin (%) 6.7% 8.2% 7.2% 8.0% 8.5% Current Liabilities

Depreciation 261 355 469 508 591 Trade payables 3,891 4,156 5,949 6,286 7,532
EBIT 764 807 1,105 1,698 2,183 Short term provs+ borrows 3,817 2,734 3,316 4,450 5,260
Int. & Fin.Charges 315 389 584 513 609 Other current liabilities 2,235 635 635 635 635
Other Income 14 89 208 165 261 Total current liab & provs 9,943 7,526 9,900 11,371 13,426
PBT bef. EO Exp. 464 507 728 1,350 1,836 Total Equity & Liabilities 14,642 17,678 20,575 23,130 26,679
EO Items 15 0 0 0 0 Assets

PBT after EO Exp. 449 507 728 1,350 1,836 Net block 5101 7,042 7,966 8,986 9,921
Total Tax 121 138 182 338 459 Intangible assets 7 6 6 6 6
Minority Interest -8 -15 -23 -29 -34 Other non current assets 827 626 626 626 626
Reported PAT 320 354 523 984 1,343 Total non current assets 5,935 7,673 8,598 9,618 10,553
Adjusted PAT 343 368 546 1,013 1,377 Cash and cash equivalents 600 1,069 -306 329 1,230
Change (%) 96.9% 7.3% 48.2% 85.5% 35.9% Inventories 2,937 3,782 4,285 4,714 5,518
Margin (%) 2.2% 2.6% 2.5% 3.7% 4.2% Trade receivables 4,791 2,124 4,969 5,439 6,348

Other current assets 379 3,029 3,029 3,029 3,029

Exhibit 10: Key Ratios Total current Assets 8,707 10,004 11,978 13,512 16,126
YE Mar Fy23 FY24 FY25E FY26E  FY27E Total Assets 14,642 17,678 20,575 23,130 26,679
Basic

Adj EPS 6.6 38 57 10.6 14.4 Exhibit 11: Cash Flow Statement

Cash EPS 11.6 7.5 10.6 15.9 20.5 (X mn) FY23 FY24 FY25E FY26E FY27E
BV/Share 60.2 93.1 98.6 108.9 122.9 OP/(Loss) before Tax 440 492 728 1,350 1,836
Valuation (x) Depreciation 261 355 469 508 591
P/E 66.9 114.7 77.4 41.7 30.7 Interest & Finance Charges 315 389 584 513 609
Cash P/E 38.0 58.4 41.6 27.8 21.5 Direct Taxes Paid -127 -96 -182 -338 -459
P/BV 7.3 4.7 4.5 4.1 3.6 (Inc)/Dec in WC -743 1,424 -1,556 -562 -467
EV/Sales 3.0 3.1 2.1 1.7 1.4 Others 43 6 -23 -29 -34
EV/EBITDA 45.4 38.3 29.5 21.3 17.0 CF from Operations 188 2,570 20 1,443 2,076
Return Ratios (%) (Inc)/Dec in FA -2,320 -1,566 -1,393 -1,529 -1,525
RoE 11% 4% 6% 10% 12% (Pur)/Sale of Investments 217 -2,148 0 0 0
RoCE 16% 8% 10% 14% 16% Others -72 -52 0 0 0
RolC 4% 3% 4% 7% 8% CF from Investments -2,175 -3,766 -1,393 -1,529 -1,525
Working Capital Ratios Issue of Shares 0 4,000 0 0 0
Fixed Asset Turnover (x) 4.7 2.9 3.6 3.9 4.1 Inc/(Dec) in Debt 1,047 -1,732 582 1,234 960
Asset Turnover (x) 0.3 0.2 0.3 0.3 0.3 Interest Paid -301 -395 -584 -513 -609
Inventory (Days) 78.7 103.0 80.0 71.6 68.6 Dividend Paid 0 0 0 0 0
Debtor (Days) 99.1 88.9 59.2 68.9 65.9 Others 1,600 -207 0 0 0
Creditor (Days) 99.7 1234 100.2 97.3 92.6 CF from Fin. Activity 2,345 1,666 -3 721 351
Leverage Ratio (x) Inc/Dec of Cash 359 469 -1,376 635 901
Current Ratio 0.9 13 1.2 1.2 1.2 Opening Balance 241 600 1,069 -306 329
Interest Cover Ratio 24 2.1 1.9 3.3 3.6 Other cash & cash equivalent 0 0 0 0 0
Net Debt/Equity 1.4 0.3 0.4 0.5 0.4 Closing Balance 600 1,069 -306 329 1,230
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DISCLAIMERS AND DISCLOSURES

LKP Sec. Itd. (CIN-L67120MH1994PLC080039, www. Lkpsec.com) and its affiliates are a full-fledged, brokerage and financing group. LKP was established in 1992 and
is one of India's leading brokerage and distribution house. LKP is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of
India Limited(NSE), MCX Stock Exchange Limited (MCX-SX).LKP along with its subsidiaries offers the most comprehensive avenues for investments and is engaged in the
businesses including stock broking (Institutional and retail), merchant banking, commodity broking, depository participant, insurance broking and services rendered in
connection with distribution of primary market issues and financial products like mutual funds etc.

LKP hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered in last five years.
However, SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice letters or levied minor penalty on LKP for
certain operational deviations in ordinary/routine course of business. LKP has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities;
nor has its certificate of registration been cancelled by SEBI at any point of time.

LKP offers research services to clients. The analyst 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.

Other disclosures by LKP and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject company(s) covered in this report-:
Research Analyst or his/her relative’s financial interest in the subject company. (NO)
LKP or its associates may have financial interest in the subject company.

LKP or its associates and Research Analyst or his/her relative’s does not have any material conflict of interest in the subject company. The research Analyst or research entity
(LKP) has not been engaged in market making activity for the subject company.

LKP or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of
publication of Research Report.

Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding
the date of publication of Research Report: (NO)

LKP or its associates may have received any compensation including for investment banking or merchant banking or brokerage services from the subject company in the
past 12 months.

LKP or its associates may have received compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past 12 months.

LKP or its associates may have received any compensation or other benefits from the Subject Company or third party in connection with the research report.

Subject Company may have been client of LKP or its associates during twelve months preceding the date of distribution of the research report and LKP may have co-
managed public offering of securities for the subject company in the past twelve months.

Research Analyst has served as officer, director or employee of the subject company: (NO)

LKP and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our salespeople, traders, and
other professionals 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 may be inconsistent with the recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest including but not
limited to those stated herein. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material
is provided herein. This report is not directed to, 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 or regulation or which would subject LKP or its group
companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to any U.S. person
for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person.

Unless otherwise stated, this message should not be construed as official confirmation of any transaction. No part of this document may be distributed in Canada or used
by private customers in United Kingdom.

All trademarks, service marks and logos used in this report are trademarks or registered trademarks of LKP or its Group Companies. The information contained herein is not
intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication
is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed
by Securities and Exchange Board of India before investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be
reliable, although its accuracy and completeness cannot be guaranteed.

All material presented in this report, unless specifically indicated otherwise, is under copyright to LKP. None of the material, nor its content, nor any copy of it, may be
altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of LKP.

LKP Securities Ltd, 2nd Floor, Gala Impecca, Andheri Kurla Road, Near Hotel Courtyard Marriott, Chakala, Andheri (East), Mumbai-400059.

Tel -91-22 - 66351234. Email: research@Ikpsec.com, web: www.lkpsec.com




