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ating matrix

Rating Buy
Target 3525
Target Period 12 months
Potential Upside 10%

What's Changed?

Target Changed from ¥ 400 to ¥ 525
EPS FY18E Changed fromX 16.5t0 % 18.8
EPS FY19E Changed from¥ 19.0 to X 21.7
Rating Unchanged

Quarterly Performance

Q4FY17  Q3FY16  YoY (%) Q3FY17 QoQ (%)
Revenue 2,058.3 1,863.4 10.5 1,200.1 71.5
EBITDA 221.9 180.8 22.7 89.0 1495
EBITDA (%) 10.8 9.7 108bps 7.4 337bps
PAT 200.5 164.2 22.1 80.2 150.0

Key Financials

< Crore FY16 FY17E FY18E FY19E
Net Sales 5,747 6,095 6,942 7,988
EBITDA 433.0 579.1 126.3 854.8
Net Profit 393.1 511.4 616.3 123.2
EPS () 11.9 15.5 18.6 21.9

I

aluation summary

FY16 FY17E FY18E FY19E
P/E 40.0 30.7 25.5 21.7
Target P/E 441 33.9 28.2 24.0
EV/EBITDA 35.0 26.5 21.2 17.9
P/BV 5.6 4.8 4.8 4.2
RoNW (%) 13.3 15.5 19.0 19.2
RoCE (%) 17.5 215 26.2 26.5
Mcap/sales 2.7 2.6 2.3 2.0
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Amount
15,709.9

Particular
Market Capitalization (X Crore)

Total Debt (FY17) (% Crore) 170.9
Cash and Investments (FY17) (% Crore) 522.6
EV (% Crore) 15,358.2
52 week H/L 484 / 287
Equity capital (% Crore) 331
Face value (%) 1.0

rice performance (%)

gl

V-Guard (3.7) 19.6 41.7 110.6
Havells India (5.2) 12.3 38.5 23.3
Bajaj Electricals (0.7) 31.9 59.5 43.9
Symphony (8.7) 2.6 6.1 15.5
Voltas Ltd 14.0 333 58.3 41.0

esearch Analyst

Sanjay Manyal
sanjay.manyal@icicisecurities.com
Hitesh Taunk
hitesh.taunk@icicisecurities.com

(Hesearch
ICICI dire c} com

It's Advice, Not Adventure

May 26, 2017

Voltas Ltd (VOLTAS) 475

Strong performance led by cooling segment...

e Voltas’ Q4FY17 consolidated revenues recorded growth of ~11%
YoY led by strong performance of the unitary cooling product (UCP)
segment wherein segment revenue grew 28% YoY. Strong sales
growth in the UCP segment was largely due to supportive weather
and launch of new product range during the period. Despite intense
competition, Voltas continues to be the market leader in the room air
conditioner segment with a market share of 21.4% during FY17

e Strong EBITDA margin (up ~110 bps YoY) was largely due to EMPS
business (EBIT margin up ~255 bps YoY at 5.7%) supported by
positive closure of some old projects. Despite higher advertisement
expenditure profitability of the UCP remained flat at 16.4% owing to
a change in product mix. We have modelled revenue, earnings CAGR
of 14%, 19% led by strong recovery in EMPS segment

AC segment to get boost from government'’s structural reform

We believe consumer durable companies will be key beneficiaries of the
government’s key reforms like implementation of Pay Commission. While
the Pay Commission boosted the disposable income of 1.4 crore
government employees, better yield on crops due to good monsoon
would increase the spending power of rural buyers. Voltas’ unitary
cooling product (UCP) segment contributes ~50% to sales and recorded
~12% CAGR in FY11-17. A strong brand coupled with over 6500 dealers
(90% of segment sales through dealers) has helped raise its market share
(in ACs) from 14% in FY10 to ~21% in FY17. Given the relatively stable
margin and high operating cash flow, the UCP segment has provided
strong support to the company’s profitability by maintaining lower
working capital requirement in the segment. Additionally, to tap India’s
growing consumer market and to leverage its existing dealer network,
Voltas would also enter other white goods category (refrigerator, washing
machines, microwave, etc) with the help of Turkey based Argelik AS. We
believe Voltas being the market leader in the AC segment is likely to get a
boost from rising aspiration level and pay hike (would help in boosting
semi urban and urban demand).

Focus more on execution of projects to reduce working capital

Due to adverse macroeconomic conditions, Voltas faced a severe
working capital crunch on account of the slow pace of execution and
delayed payments. To reduce working capital requirements and improve
profitability, Voltas adopted a strategy to remain selective in the choice of
new project undertakings with a ticket size in the range of ¥ 300-400 crore.
Apart from this, the company is focusing on improving the EBITDA
margin from here, by bidding for higher margin (of ~5%) products.

Consumer facing business to support valuation

Despite various challenges such as demonetisation and rising input
prices, Voltas has retained its top position with 21% market share in the
RAC segment, due to its strong reach in tier-Il and tier-lll cities. Strong
fundamentals (net cash status, RoCE and RoE of 22%, 16%), dividend
payout of ~22% and ability to pass on rising input prices (to maintain
EBITDA margin) and lowest penetration of AC in India (among other white
goods items) suggests the long-term growth story of Voltas will remain
intact. Under our SOTP based valuation, we value the UCP segment by
ascribing PE multiple of 30x FY19 earnings. We ascribe a PE multiple of
8x FY19E earning to EMPS business and 7x FY19E earnings to EPS
segment. We maintain our BUY recommendation with a revised target
price of ¥ 525/share (based on 24x FY19E earnings).
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ariance analysis

Q4FY17 Q4FY17E Q4FY16 YoY (%) Q3FY17 QoQ (%) Comments
Better-than-expected sales growth was mainly due to strong performance of
UCP segment (launch of new products and inventory build-up at dealer's level
Revenue 2,058.3 1,848.7 1,863.4 10.5 1,200.1 715 before start of summer). However, slow execution of some projects had
restricted consolidated sales growth at 10.5% YoY

Other Income 38.6 59.2 39.3 -1.7 59.7 -35.3
Raw Material Exp 1,121.3 11,0189 1,049.3 6.9 578.3 93.9
Employee Exp 148.5 165.2 174.0 -14.7 147.8 0.4
Purchase of Traded goods 363.9 285.5 2915 24.8 239.2 52.1
Other Expenses 202.7 165.2 167.7 20.9 145.8 39.0
EBITDA 2219 213.8 180.8 22.7 89.0 149.5
Increase in EBITDA margin was largely due to growth in profitability of EMPS
EBITDA Margin (%) 10.8 11.6 9.7 108 bps 7.4 337bps  segment (by 254 bps YoY) due to positive closure of certain old projects
Depreciation 5.6 9.2 1.5 -25.3 6.0 -5.7
Interest 5.8 5.2 5.4 6.3 2.2 165.9
Exceptional items -0.2 0.0 -26.8 NM 0.0 NM
PBT 249.3 258.6 233.9 6.6 140.5 114
Total Tax 49.6 55.6 67.1 -26.1 43.7 13.4
PAT 2005 198.1 164.2 221 80.2 150.0 Lower depreciation coupled with expansion in EBITDA margin helped drive

PAT growth during the period

Key Metrics

EMPS revenue declined owing to slower-than-expected progress on some
international projects

Sales growth in EPS segment is attributable to a better operating
EPS 107 88 93 15.0 81 1.6 performance in Mozambique and a gradual recovery in domestic road
development

Sharp volume growth in the wake of an intense summer and launch of new
SKUs under cooling product categories drove sales

EMPS 829 137 906 -8.5 703 18.0

uce 1086 1011 850 21.7 411 164.2
Source: Company, ICICldirect.com Research

hange in estimates

|

FY18E FY19E Comments
(T Crore)

Old New % Change Old New % Change
We have changed our estimates marginally considering the strong performance of the UCP
segment led by new product launches. This coupled with entering consumer segment through
Revenue 67611 6.941.9 27 80295 79882 (0.5) new JVC would help drive sales, going forward. This will negate the impact of slower revenue
o o ’ o o " growth of EMPS segment owing to the company's strategy to bid for only quality orders. We
have modelled consolidated revenue CAGR of 15% for FY17-19E led by UCP sales CAGR of

~23%
EBITDA 622.0 726.3 16.8 736.8 854.8 16.0

We believe a strong recovery in the margin of project business (owing to the company's
strategy to bid quality orders) will be a key driver for consolidated margin expansion. Also, the

EBITDA Margin % 9.2 10.5 126bps 9.2 10.7 150bps company would benefit from strong brand by passing on the rising cost of raw material to its
customers, thus maintaining higher margin in the UCP segment. Hence, the EBITDA margin
would remain at elevated level

PAT 5455  616.3 13.0 629.0 123.2 15.0
EPS R) 16.5 18.6 13.0 19.0 21.9 15.0

Source: Company, ICICldirect.com Research

Current Earlier Comments
FY16  FY17E  FY18E  FY19E FY18E  FY19E

EMPS 28.1 6.1 55 45 11 We model revenue PAGR of ~5%.in the EMPS segment in FY17-19E, considering the
company's plan to bid only for quality orders
EPS 29 -10.5 -1.0 3.0 -0.9 3.0
We estimate sales CAGR of ~23% for FY16-19E led by ~15% volume growth in the
uce 0.4 20.9 22.7 24.0 20.2 23.9 RAC segment. In addition, other segments like commerical refrigerators and air cooler
segment would also help drive sales, going forward

Source: Company, ICICldirect.com Research
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Company Analysis

Market leader in cooling segment

Voltas is primarily an assembler and not a manufacturer of ACs as it
outsources various accessories of ACs (like compressors) and assembles
at its Pantnagar plant (Uttarakhand). The segment contributes ~44% to
the consolidated topline and recorded ~10% sales CAGR in FY11-16.
Voltas” UCP division includes air conditioners (windows and split), deep
freezers, chest coolers, visi coolers, water coolers and water dispensers.
Room air conditioners (RAC) contribute 75% to the segment revenue
while ~25% revenue comes from institutional cooling products.

Universal Comfort Products (UCPL) is the company’s wholly-owned
subsidiary and manufacturing (assembling) arm for room ACs. The
subsidiary has increased its total assembling capacity from 4,45,000 in
FY12 to 7,70,000 in FY14. Voltas has retained its market leadership
position by introducing new models like ‘all weather AC’" and “all star AC”.
In the RAC segment, Voltas’ product mix of split and window AC is at
75% split AC against industry average of 70%. A strong brand coupled
with over 6500 dealers in India (sells 90% of segment sales through
dealers) has helped Voltas improve its market share (in AC) from 14% in
FY10 to 21% in FY17. Despite various challenges such as demonetisation
and rising input prices Voltas has retained its top position in the RAC
segment, due to its strong reach in tier-ll and tier-lll cities. We believe
Voltas, being the market leader in the AC segment, would benefit from
India’s structural growth. In addition, low penetration levels, easy
availability of finance options, replacement demand and energy efficiency
products, growing consumer electronics’ retail stores, online shopping
along with growing number of middle class households in India would
fuel demand in this industry. We have modelled UCP division revenue
CAGR of ~23% for FY17-19E for the company.

Exhibit 1: Segment wise contribution (%) Exhibit 2: UCP revenues to witness robust growth during FY17-19E
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The EBIT of the UCP segment recorded a strong CAGR of 18%
in FY11-17. lts contribution to the total EBIT improved
significantly from 32% in FY11 to 71% in FY17

The electromechanical project & services division
contributes over 44% to the topline and is further
diversified in terms of geography. The company has
executed major MEP/HVAC&R projects in Dubai, Abu
Dhabi, Qatar, Jeddah, Bahrain and Singapore
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Strong segment margin with asset light model keeping b/s lighter

Voltas follows an asset light model for its UCP division wherein it has an
assembling capacity of 7,70,000 units in Uttarakhand. Given the relatively
stable margin and high operating cash flow, the UCP segment has
provided strong support to the company’s profitability by maintaining
lower working capital requirement in the segment. The EBIT of the UCP
segment recorded a strong CAGR of 18% in FY11-17 while its
contribution to the total EBIT improved significantly from 32% in FY11 to
71% during FY17. This has resulted in a strong RoCE of the UCP segment
in the range of ~40-43% over the last three years. Further, an asset light
model with low capex requirement has generated positive free cash flow
in FY13-14 (despite EMPS segment making EBIT loss of ~ % 40 crore in
FY14), translating into higher return ratios. We believe the company
would be able to further improve its already elevated return ratios in the
segment given minimal capex requirement.

Strong MEP player, victim of poor macro condition

Execution of turnkey projects related to mechanical, electrical & public
health (MEP) segment comes under Voltas’ electromechanical project &
services (EMPS) business. The company commenced its business by
providing heat ventilation air conditioning & refrigeration (HVAC&R)
services to medium to large office buildings, retail outlets or for industrial
projects (such as installation of AC systems in power plants) wherein
humidity and temperature must be closely regulated. Over the years,
Voltas has expanded its scope of work from only an HVAC&R player to
MEP projects (includes both domestic and international). MEP projects
encompass mechanical, electrical and public health in which HVAC is a
sub-category of mechanical. Voltas' scope of work includes design,
engineering, procurement & construction, to commissioning, operation
and maintenance, which makes it an end to end MEP player.

The EMPS division contributes ~44% to the topline and is further
diversified in terms of geography. The company has executed major
MEP/HVAC&R projects with its strategic partner in Dubai, Abu Dhabi,
Qatar, Jeddah, Bahrain and Singapore. These projects include Burj Khalifa
(Dubai), Ferrari Experience (Abu Dhabi) and Barwa City Qatar. We expect
the EMPS segment revenues to record a CAGR of ~5% in FY17-19E with
the strategy to focus on profitability by bidding for small size, high margin
projects and their timely execution. Over the years, the proportion of
international orders in total order has declined significantly. This indicates
the company’s strategy to focus on higher margin domestic orders. The
lower sales estimates can be attributed to a delay in execution of projects,
rising competition and slow project awarding activity in India and Middle
East countries.

Exhibit 3: Electro-mechanical project and services revenues (T crore) Exhibit 4: Electro-mechanical project and services order book (3 crore)
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The topline is expected to grow at a CAGR of ~14%
during FY17-19E to ¥ 7988 crore in FY19E from ¥ 6095
crore during FY17 led by 23% CAGR growth in the UCP
segment

To reduce the working capital requirement and improve
profitability, the company is now focusing more on the
timely execution of projects and claim settlement. In this
regard, Voltas has adopted a strategy to remain selective
in the choice of new project undertakings with a ticket size
in the range of ¥ 300-400 crore
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Focus more on execution of projects to reduce working capital

Due to adverse macroeconomic conditions, Voltas faced a severe
working capital crunch on account of the slow pace of execution and
delayed payments. It has been observed that large ticket overseas
projects (like Sidra Medical in Qatar) have played spoilsport for Voltas as
working capital as percentage of sales increased sharply from 1.3% in
FY09 to ~10% by the end of FY14. This is also clearly evident from the
sharp increase in the EMPS segmental capital employed (excluding
unallocated items) from T 222 crore during FY10 to ¥ 708 crore during
FY13, on account of a decline in advances and dispute related to Sidra
projects. To reduce the working capital requirement and improve
profitability, the company is now focusing more on timely execution of
projects and claim settlement. In this regard, Voltas adopted a strategy to
remain selective in the choice of new project undertakings with a ticket
size in the range of ¥ 300-400 crore. Also, the execution period of new
orders (domestic & international) would be in the range of about 15
months. Apart from this, the management is confident of improving the
EBITDA margin from here on as Voltas is now focusing on bidding for
international projects with a minimum EBITDA margin of 5% with
domestic project EBITDA margin slightly better than international
projects. Out of ¥ 4321 crore worth of the total order book, the
international order book (largely from GCC countries) was at ¥ 1763 crore.
Most orders would command at least 5% of margins.

Demand revival to drive topline

Voltas’ Q4FY17 consolidated revenues recorded growth of ~11% YoY led
by the strong performance of the unitary cooling product (UCP) segment
wherein segment revenue grew 28% YoY. Strong sales growth in the
UCP segment was largely due to supportive weather and launch of new
product range during the period. Despite intense competition Voltas
continues to be the market leader in the room air conditioner segment.

The performance of the EPS segment was largely driven by the strong
performance of the Mozambique business. Further, under the cooling
segment, we have modelled segment sales CAGR of ~23% for FY17-19E
on the back of growing disposable income level, consistent demand from
tier-Il and tier-lll cities and a progressive shift in consumer’s perception of
air conditioners from a luxury to a necessity product. Additionally, we
believe consumer durable companies will be key beneficiaries of the
government’s key reforms like implementation of pay hike. While the
Seventh Pay Commission boosted the disposable income of 1.4 crore
government employees, better yield on crops due to good monsoon
would increase the spending power of rural buyers. Under the EMPS
segment, we have built in segment revenue CAGR of ~5% on the back of
slow awarding of projects across Middle East regions (largely due to a
decline in crude prices) and India.

ICICI Securities Ltd | Retail Equity Research
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0Of the total 246 million Indian households, about 66% (164
million) own fans. Only 4% (9.4 million) of households own
air conditioners and 8% (19.8% million) own coolers
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Exhibit 5: Consolidated net sales to grow at ~11% CAGR in FY16-19E, driven by UCP division
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Joint venture to tap India’s consumer durable market

Voltas Ltd and Ardutch BV (a subsidiary of Arcelik AS Turkey’s largest
industrial and services group), have agreed to establish a joint venture
company (JVC) in India, to enter the consumer durables market in the
country. The new company to be incorporated in India will be an equal
partnership joint venture with initial investment of ~3¥ 680 crore. The
proposed JVC will leverage the strong brand presence and wide sales
and distribution network of Voltas. Argelik will bring to the JVC its strong
R&D and manufacturing prowess, in addition to a wide product range and
global sourcing capabilities. Beko, the global brand of Arcelik AS, has
been the fastest growing home appliances brand of Europe for the past
seven years. The brand is the market leader in UK and the No. 1
freestanding white goods brand of Europe. The complementary strengths
of the two partners will help build a sustainable consumer durables
business in India. The proposed JVC will launch refrigerators, washing
machines, microwaves and other white goods / domestic appliances in
India. A manufacturing facility will be set up in the country and the JVC
will also source products from Argelik's global manufacturing facilities
and vendor base. The management has guided that the products would
be launched ahead of the festive season.

Levers for next leg of growth: Urbanisation, lower penetration, rising
income level

In spite of growing aspiration levels, the majority of Indian homes
remained untouched by air conditioning, as overall AC penetration in
India remained at ~4%, significantly lower than other developing
countries. Of the total 246 million (mn) Indian households, about 66%
(164 mn) own fans. Only 4% (9.4 mn) of households own air conditioners
and 8% (19.8% mn) own coolers. Rising preference for air coolers is also
one of the few reasons for lower penetration, specifically in rural India
(due to price difference of products and electricity consumption).
However, growing per capita income (at ~10% CAGR) coupled with a
progressive shift in consumers’ perception of air conditioners from that of
a luxury to a necessity would help drive demand for RAC in India.

Further, in the medium term, we believe implementation of the Seventh
Pay Commission and expectations of better monsoons will bring cheer to
leading consumer durable companies (especially white goods
manufacturer). Historical numbers suggest that consumer companies
(discretionary companies under I-direct coverage) have recorded strong
volume CAGR in the range of 9-20% YoY in FY09-12 post implementation
of the Sixth CPC As a result, urban centric white good products like air
conditioners, refrigerators and washing machines recorded a sharp

ICICI Securities Ltd | Retail Equity Research
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Exhibit 6: India per capita income expected to cross T 1 lakh mark
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volume jump of ~11%, 9% and 17%, respectively. Going forward, we
believe revenue growth will revive under the UCP segment (CAGR ~23%)
in FY17-19E led by higher discretionary expenditure (post implementation
of the Seventh CPC), government initiative to double farmer income by
2022, Housing for All by 2022, target to electrify 18000 villages by 2018
and thrust to push infrastructure spending.

Exhibit 7: Rising share of discretionary spending

120000 - CAGR 10.2% 105746 120 -
98565
100000 - 90110 100 |
80578
80 1 36.5 .
80000 - 71607 LUK 458 59.7 72.0
F 60 .
w 60000 | 0.
40000 - 20 4 99.2 54.2 1

20000 - 0

ol FY81 FY92 FY00 FY10 FY20E

2011-12 2012-13  2013-14  2014-15

Source: €SO, ICICldirect.com, Research

With a recovery in the EMPS margin (as new orders
commands margin of ~5%) coupled with strong margin
of UCP segment (EBIT margin ~13% in FY17-19E) and
EMPS segment (EBIT margin ~4% in FY17-19E),
respectively, we expect net profit to grow at a CAGR of
19% in FY17-19E

2015-16E
M Basic | Discretionary spending

Source: Industry, ICICldirect.com, Research

Execution of higher margin projects, UCP segment do drive profitability

EBITDA margins plunged sharply in FY14 to ~5% on the back of a sharp
cost overrun due to a delay in execution of projects. Voltas recorded an
EBIT loss of ¥ 39.5 crore in the EMPS segment in FY14 vs. ¥ 309 crore
EBIT profit recorded during FY10. However, the UCP segment recorded a
relatively steadier margin in FY10-17 and provided support to overall
margins. This coupled with execution of higher margin projects helped
improve the EBITDA margin to 9.5% in FY17. We believe sustained
growth in revenue from the UCP segment (higher proportion of premium
product sales) and a gradual recovery in EMPS segment (due to timely
execution of new projects) will aid margins. We have modelled EBITDA
margin of ~10.5%, 10.7% for FY18E, FY19E, respectively, considering the
improved project execution cycle and focus on higher margin orders,
going forward. However, our margin estimates are still below FY10 level,
considering the rising competition in the EMPS and RAC segments.

Exhibit 8: EBITDA margins to improve on execution of higher margin project
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Recovery in margin of project business leads to growth in profit

The UCP segment cushioned the bottomline and helped generate positive
cash flows despite the poor performance of the EMPS and EPS segment.
With the sustained performance of the UCP segment, recovery in margin
of the EMPS segment (execution of higher margin projects) would drive
bottomline, going forward. We believe the bottomline of the company will
record a CAGR of ~19% in FY16-18E.

Exhibit 9: Net profit to grow at ~18% CAGR in FY16-19E supported by margin recovery
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Outlook and valuation

Despite various challenges such as demonetisation and rising input prices
Voltas has retained its top position with 21% market share in the RAC
segment, due to its strong reach in tier-ll and tier-lll cities. Strong
fundamentals (net cash status, RoCE and RoE of 22%, 16%), dividend
payout of ~22% and ability to pass on the rising input prices (to
maintained EBITDA margin) and lowest penetration of AC in India (among
other white goods items) suggests the long-term growth story of Voltas
will remain intact. Under our SOTP based valuation, we value the UCP
segment by ascribing PE multiple of 30x FY19 earnings. We ascribe a PE
multiple of 8x FY19E earning to EMPS business and 7x FY19E earnings to
EPS segment. We maintain our BUY recommendation with a revised
target price of ¥ 525/share (based on 24x FY19E earnings).

Exhibit 10: Sum of the parts valuation

Segment EPS () PE(x) Fair value
EMPS 4.3 8 33
EPS 2.3 7 16
ucp 15.8 30 475
Target Price 525
CMP 475
upside/(Downside) (%) 10

Source: Company, ICICldirect.com Research

Exhibit 11: Valuation

Sales Growth ~ EPS Growth  PE EV/EBITDA Y RoCE
cr) (%) R) (%) (x) (x) (%) (%)

FY16 5746.7 1.9 40.0 35.0 13.3 17.5
FY17E 6095.0 6.1 15.5 30.1 307 26.5 15.5 215
FY18E 6941.9 139 186 205 255 21.2 19.0 26.2
FY19E 7988.2 15.1 21.9 174 217 17.9 19.2 26.5
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Key events
Date Event
Mar-10 Secures two orders worth T 300 crore for electro-mechanical projects for the most prestigious and noteworthy 'new generation' airports in India, viz. Kolkata's Netaji

Oct-10
May-10

Dec-10
Dec-10
May-11
Apr-11

Aug-12
Nov-12

Oct-13

Feb-14
Nov-14

Subhas Chandra Bose International (NSCBI) airport and Chennai International airport

Completes execution of turnkey engineering solutions for multi-million dollar, Formula One Yas Marina Grand Prix Circuit project, Abu Dhabi

Signs MoU with Mustafa Sultan Enterprises LLC, Muscat, Sultanate of Oman to form JV for execution of electro-mechanical (MEP) projects in Sultanate of Oman.
This would facilitate Voltas' entry in MEP segment in Sultanate of Oman

Clarifies regarding Chennai office premises that it has renewed lease for a further period of 30 years and neither bought nor sold the land

Forms JV agreement with Olayan Financing Company, Riyadh to form a joint venture company in the Kingdom of Saudi Arabia

Introduced its new, powerful range of AC (0.75 T to 3 tons) and plans to penetrate further with a varied set of 70 air conditioners

Increases its shareholding in Lalbuksh Voltas Engineering Services & Trading LLC from 49% to 60% in Sultanate of Oman

Transfers its entire shareholding (95.57%) in Simto Inv Company Ltd to Tata Investment Corporation Ltd for a consideration of ¥ 29.68 crore

Transfers 34% shareholding in Voltas Material Handling Pvt Ltd for a consideration of ¥ 58 crore in favour of Linde Material Handling Asia Pacific Pte Ltd, Singapore,
an affiliate of KION Group

Purchases balance shareholding (16.33%) of Rohini Industrial Electricals Ltd (RIEL) from promoters. Accordingly, RIEL becomes wholly-owned subsidiary of the
company

Forms JV with Dow Chemical Pacific (Singapore) Pte. Ltd. to tap the growing water and waste water treatment market in India

Carries out e-auction process for a sale of 7 acre land in Thane (Mumbai) for a consideration of of ¥ 236 crore

Source: Company, ICICldirect.com Research

Top 10 Shareholders Shareholding Pattern

Latest Filing Date % O/S Position (m)1 Change (m) [l (in %) Mar-16 Jun-16 Sep-16 Dec-16 Mar-17

Tata Group of Companies 31-Mar-17  30.3 100.3 0.0 Promoter 30.3 30.3 30.3 30.3 30.3
2 Franklin Templeton Asset Management (India) Pvt. Ltd. 31-Mar-17 8.2 27.0 -0.1 Fl 19.5 20.5 22.4 22.6 20.7
3 Life Insurance Corporation of India 31-Mar-17 6.9 22.8 -0.1 DIl 29.0 21.9 26.8 26.6 26.0
4 Franklin Advisers, Inc. 31-Mar-17 4.9 16.3 -0.5 Others 21.3 214 20.6 20.5 23.0
5 HDFC Asset Management Co., Ltd. 31-Mar-16 4.1 135 3.0
6 IDFC Asset Management Company Private Limited 30-Sep-16 2.3 1.7 -0.1
7 Standard Life Investments Ltd. 31-Mar-17 2.2 1.4 -0.1
8 SBI Funds Management Pvt. Ltd. 31-Mar-17 2.0 6.7 2.2
9 Hasham Investment & Trading Co., Pvt. Ltd. 31-Dec-16 1.6 5.3 -0.4
10  Prazim Trading & Investment Co. Pvt. Ltd. 31-Mar-17 1.6 5.3 5.3

Source: Reuters, ICICldirect.com Research

Recent Activity
Investor name Investor name

Investor name Value (m) Shares(m) Investor name Value (m) Shares(m)
Prazim Trading & Investment Co. Pvt. Ltd. 33.6 5.3 Norges Bank Investment Management (NBIM) -19.6 -4.1
T. Rowe Price Hong Kong Limited 20.1 4.2 T. Rowe Price International (UK) Ltd. -10.8 -1.7
SBI Funds Management Pvt. Ltd. 14.2 2.2 Principal Global Investors (Equity) -3.6 -0.8
Kuwait Investment Authority 45 0.7 Franklin Advisers, Inc. -3.4 -0.5
Birla Sun Life Asset Management Company Ltd. 3.2 0.5 Hasham Investment & Trading Co., Pvt. Ltd. -2.1 -0.4

Source: Reuters, ICICldirect.com Research
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Financial summary

(Year-end March) FY16 FY17E FY18E FY19E
Net Sales 5,746.7 16,0950 6,941.9 7,988.2
Expenses
Raw Material Expenses 3,355.5 3,416.2 3,6955 4,270.2
(inc)/Dec in stocks 59.3 (190.3)
Purchase of traded goods 672.3 11,0099 1,113.8 1,287.7
Employee Expenses 635.1 618.4 733.0 804.8
Other expenses 591.4 661.6 673.2 770.7
Total Operating Expenditure 5313.7 55159 6,215.6 7,133.3
EBITDA 433.0 579.1 726.3 854.8
Other Income 136.7 199.8 208.0 236.4
Interest 15.8 16.0 13.8 14.3
PBDT 553.9 762.9 920.5 1,076.9
Depreciation 26.4 245 21.8 32.0
PBT before Exceptional ltems 521.5 738.4 892.7 1,044.9
Less: Exceptional ltems (28.9) (1.1) -
Total Tax 169.6 208.9 257.2 302.4
PAT before Ml 386.9 530.7 635.5 742.5
Minority Interest -
PAT after MI 386.9 530.7 635.5 742.5
Profit from Associates 6.2 (19.3) (19.3) (19.3)
PAT 393.1 511.4 616.3 723.2
EPS 11.3 15.4 18.6 21.9

Source: Company, ICICldirect.com Research

Balance sheet < Crore
(Year-end March) FY16 FY17E FY18E FY19E
Equity Capital 33.1 33.1 33.1 33.1
Reserve and Surplus 2,770.4 3,267.0 3,208.7 13,7385
Total Shareholders funds 2,803.5 3,300.0 3,241.8 3,771.5
Total Debt 270.7 170.9 175.9 183.9
Deferred Tax Liability 9.7 10.7 10.7 10.7
Other Non Current Liabilities 215 28.7 28.7 28.7
Total Liability 3,111.3 35104 34572 13,9949
Net Block 234.2 229.0 236.2 2441
Total Fixed Assets 235.5 229.6 236.7 2447
Other Investments 1,278.2 2,068.3 2,068.3 2,168.3
Goodwill on Consolidation 72.3 723 72.3 72.3
Deferred Tax Assets 40.7 305 305 305
Long term loans and advances 95.5 124 82.5 94.9
Other non current assets 31.8 17.6 20.0 23.1
Liquid Investments 683.3 199.5 199.5 199.5
Inventory 724.7 907.0 1,084.1 11,2475
Debtors 1,367.2 1,454.1 1,656.2 1,969.7
Cash 160.7 323.1 266.5 351.7
Loans and Advances 39 35 3.9 45
Other Current Assets 11777 1,095.0 1,107 1,278.1
Net Current Assets 674.1 820.1 7412 1,1615
Total Assets 35104 3,457.1 3,994.9

3,111.3
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Cash flow statement < Crore
(Year-end March) FY16 FY17E FY18E FY19E
Profit after Tax 393.1 5114 6163 7232
Depreciation 26.4 245 21.8 32.0
Cash Flow before working capital cha 4353 5519 657.9 769.6
Net Increase in Current Assets (255.3) (186.1) (395.3) (644.9)
Net Increase in Current Liabilities 133.8 2024 4116 3158
Net cash flow from operating Acti 313.7 5683 6742 4404
Long term loans and advances 13.8 23.1 (10.1)  (12.4)
Other non current assets 73.5 14.2 (2.4) (3.0)
Liquid Investments (867.6) (306.4) - (100.0)
(Purchase)/Sale of Fixed Assets (68.4) (18.6) (35.0) (40.0)
Others 2.5 12.5 -

Net Cash flow from Investing Acti (846.1) (275.2) (47.5) (155.5)
Proceeds/(Repament) loans 149.1 (99.8) 5.0 8.0
Total Outflow on account of dividend (100.6) (135.4) (135.4) (193.5)
Others 393.1 1045 (552.9) (14.3)
Net Cash flow from Financing Acti 4416 (130.7) (683.3) (199.8)
Net Cash flow (90.9) 162.4  (56.6) 85.2
Cash and Cash Equivalent at the begin 2516 160.7 3231 266.5
Cash 160.7 3231 266.5 351.7

Source: Company, ICICldirect.com Research

(Year-end March) FY16 FY17E FY18E FY19E
Per Share Data

EPS 11.9 15.5 18.6 21.9
Cash EPS 12.7 16.2 19.5 22.8
BV 84.8 99.8 98.0 114.0
DPS 3.0 4.1 4.1 5.9
Operating Ratios

EBITDA margin 1.5 9.5 10.5 10.7
PAT margin 6.5 8.4 8.9 9.1
Return Ratios

RoE 13.3 15.5 19.0 19.2
RoCE 17.5 215 26.2 26.5
RolC 14.5 15.9 19.5 19.7
Valuation Ratios

EV /EBITDA 35.0 26.5 21.2 17.9
P/E 40.0 30.7 255 21.7
EV / Net Sales 2.6 25 2.2 1.9
Sales / Equity 2.0 1.8 2.1 2.1
Market Cap / Sales 2.1 2.6 2.3 2.0
Price to Book Value 5.6 4.8 48 4.2
Turnover Ratios

Asset turnover 1.8 1.7 2.0 2.0
Debtors Days 86.8 87.1 87.1 90.0
Creditors Days 111 119.4 119.4 110.0
Solvency Ratios

Debt / Equity 0.1 0.1 0.1 0.0
Current Ratio 1.6 1.5 1.5 1.6
Quick Ratio 1.3 1.1 1.1 1.2

Source: Company, ICIC/direct.com Research
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ICICIdirect.com coverage universe (Consumer Discretionery)

Sector / Company CMP M Cap EPS () P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)
() TPR) Rating (X Cr) FY17E FY18E FY19E FY17E FY18E FY19E FY17E FY18E FY19E FY17E FY18E FY19E FY17E FY18E FY19E
Asian Paints (ASIPAI) 1,099 1,204 Hold 105416 21.0 234 274 523 470 401 344 321 268 332 306 312 265 258 26.1
Bajaj Electricals (BAJELE) 345 280 Hold 3442 100 136 164 345 254 210 150 131 113 240 251 256 122 148 15.7
Havells India (HAVIND) 449 570 Buy 28,013 86 121 157 520 370 285 319 248 197 230 265 28.0 174 21.2 225

Kansai Nerolac (KANNER) 393 445 Buy 21,180 94 100 115 419 391 342 290 272 234 262 266 27.0 180 185 187
Pidilite Industries (PIDIND) 729 827 Buy 37,3711 168 182 212 433 400 344 286 265 228 33.0 325 330 249 246 249

Essel Propack (ESSPRO) 250 270 Hold 3927 125 141 168 201 177 149 107 92 79 176 177 192 174 153 16.0
Supreme Indus (SUPIND) 1,145 1,285 Buy 14,545 337 36.6 437 340 313 262 193 171 145 300 326 351 253 265 277
Symphony (SYMLIM) 1,320 1,623 Buy 9,234 237 334 421 558 396 313 457 31.0 242 484 506 562 36.1 383 423
V-Guard Ind (VGUARD) 182 165 Hold 7,729 3.6 4.0 48 509 456 376 355 322 263 323 312 311 238 238 237
Voltas Ltd (VOLTAS) 475 525 Buy 15710 155 186 219 307 255 21.7 265 212 179 215 262 265 155 19.0 19.2

Source: Company, ICICldirect.com Research
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RATING RATIONALE

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICIdirect.com 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
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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;

ﬂlClCl direct.com
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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.

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 is a wholly-owned 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.

It is confirmed that Sanjay Manyal, MBA (Finance) and Hitesh Taunk, 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.

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.

It is confirmed that Sanjay Manyal, MBA (Finance) and Hitesh Taunk, MBA (Finance) Research Analysts do not serve as an officer, director or employee of the companies mentioned in the 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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