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= Topline jumps 25% in Q3, with EBITDA margin expanding ~60bps on
better product mix

= EMPS segment surges 32% in Q3; market share steady at 14%; UCP
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Quarter gone by: BLSTR’s Q3FY25 revenue increased 25% YoY to Rs 28bn,
above our estimate of Rs 26bn. Gross margin expanded 20bps YoY to 24.5% on
lower raw material prices, in our view. EBITDA margin also expanded 53bps YoY to
7.5% due to better product mix and cost saving initiatives. The electromechanical
project (EMP) segment continued to perform well, fueling management’s optimism
for growth in Q4FY25. APAT surged to Rs 1.2mn, a ~20% YoY increase. The
company’s carry-forward order book as of Dec’24 grew ~13% to Rs 68bn.

EMPS drives growth; strong RAC demand in soft quarter: YoY revenue growth
by segment showed EMP projects leading with a 32% increase, fueled by growth in
manufacturing, data centres, and commercial real estate. UCP (Unitary Cooling
Products) grew a robust 22% YoY, while PEIS (Professional Electronics And
Industrial Systems) declined by 22%. EBIT margins improved by 100bps in UCP but
dropped by 60bps in EMP and 700bps in PEIS. Within UCP, demand for room air
conditioners (RAC) drove growth during a typically slower period. Commercial
refrigeration faced setbacks due to new regulatory requirements and delays in
ramping up deep freezer production.

Management guidance: Management guided for 19% revenue CAGR in the next
five years and maintained its margin guidance of 7-7.5% for EMPS and 8-8.5% for
UCP. The capex and product development budget is set at Rs 7.5bn-8bn over three
years. BLSTR expects the PEIS business to recover in Q4FY25.

Maintain BUY: We expect BLSTR’s earnings growth momentum to remain strong in
Q4FY25, supported by robust performances in the EMP and UCP segments,
ongoing cost optimisation efforts, and improved operating leverage. We model a
19% revenue CAGR for FY24-FY27E, with operating efficiencies driving ~30%
earnings CAGR over the same period. The company’s strong Q3 results and a
positive outlook for FY25 reinforce our confidence in its growth trajectory. We
continue to value the stock at 47x P/E, roll forward our valuation to Dec’26, and raise
the TP to Rs 2,200 (from Rs 2,100). Given these factors, we remain optimistic about
BLSTR’s long-term prospects.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures and analyst certifications are provided at the end of the report.

Key changes

Target Rating
4 )

Ticker/Price BLSTR IN/Rs 1,798
Market cap US$ 4.0bn
Free float 61%
3M ADV US$ 10.2mn
52wk high/low Rs 2,417/Rs 1,092
Promoter/FPI/DII 39%/11%/25%

Source: NSE | Price as of 30 Jan 2025

Key financials

YIE 31 Mar FY24A FY25E FY26E

Total revenue (Rs mn) 96,854 117,577 138,311

EBITDA (Rs mn) 6,649 9,242 11,345
Adj. net profit (Rs mn) 4150 6,006 7,548
Adj. EPS (Rs) 215 312 392
Consensus EPS (Rs) 215 30.0 37.0
Adj. ROAE (%) 211 211 223
Adj. P/E (x) 83.5 57.7 459
EV/EBITDA (x) 52.1 375 305
Adj. EPS growth (%) 596 447 25.7

Source: Company, Bloomberg, BOBCAPS Research
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Fig 1 — Quarterly performance
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Rs mn Q3FY25  Q3FY24  YoY (%) Q2FY25 QoQ(%)  9MFY25  9MFY24  YoY (%) Q3FY25E Variance (%)
Revenue 28,074 22,412 253 22,760 23.3 79,487 63,576 25.0 26,415 6.3
EBITDA 2,094 1,554 348 1,493 40.2 5,965 4,230 410 1,820 15.1
EBITDA Margin (%) 75 6.9 53bps 6.6 90bps 75 6.7 85.1 6.9 60bps
Depreciation 350 235 300 930 693
Interest 159 102 65 301 459
Other Income 87 127 185 510 350
PBT 1,672 1,343 245 1,314 273 5,245 3,429 53.0
Tax 465 339 350 1,388 884
Adjusted PAT 1,200 1,005 194 961 249 3,847 2,546 511 1,207 (0.6)
Exceptional item 125 - 125 -
Reported PAT 1,325 1,005 319 961 379 3,972 2,546 56.0
Adj. PAT Margin (%) 43 4.5 (20bps) 4.2 10bps 48 4.0 80bps
EPS (Rs) 6.3 52 20.2 5.0 25.2 20.0 13.2 516
Source: Company, BOBCAPS Research
Fig 2 — Segmental performance
Rs mn Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25
Revenues
Electro-Mechanical Projects
and Packaged AC systems 8,299 11,399 7,934 9,591 10,030 12,526 9,491 10,772 11,823 15,068 10,390 14,284 15,624
YoY growth (%) 417 46.2 57.0 32.6 20.9 9.9 19.6 12.3 179 20.3 95 32.6 322
Professional Electronics & 667 776 527 94 82 1035 784 837 1035 1121 969 805 806
Industrial Systems
YoY growth (%) 46.8 55.9 272 499 29.3 334 489 (9.4) 201 83 235 (38)  (22.1)
Unitary Products 6,097 10,367 11,242 5,248 7,050 12,677 11,985 7,295 9,554 17,089 17,295 7,670 11,644
YoY growth (%) 237 326 1225 15.4 15.6 223 6.6 39.0 355 348 443 5.1 219
EBIT
Electro-Mechanical Projects 54 758 452 607 TIT 9% 666 653 967 1425 1030 1,192 1187
and Packaged AC systems
Margin (%) 6.3 6.7 57 6.3 71 79 7.0 6.1 8.2 75 9.9 8.3 7.6
Professional Electronics &
Industrial Systems 128 143 59 138 110 198 105 122 152 136 96 52 62
Margin (%) 19.1 185 112 149 12.7 19.2 134 146 14.7 12.1 9.9 6.4 77
Unitary Products 388 721 911 324 518 1,070 893 616 679 1414 1,580 539 948
Margin (%) 6.4 7.0 8.1 6.2 74 8.4 75 8.4 71 8.3 9.1 7.0 8.1
Source: Company, BOBCAPS Research
Fig 3 — Revenue growth trend Fig 4 — EBITDA growth trend
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Fig 5 — Net profit trend Fig 6 — EMP vertical’s growth trend
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Fig 7 — PEIS vertical’s growth trend Fig 8 — UCP vertical’s growth trend
(RSMN) ot PEIS revenue (Rsmn)  ——— EBIT margin (R) (%) (Rs mn) s UCP revenue  ——— EBIT margin (R) (%)
1,200 - - 24 20,000 - - 10
1,000 20 16,000 - -8
800 - - 16
12,000 -6
600 - - 12
100 . 8,000 - - 4
200 - L4 4,000 - L2
0 -0 0 - -0
S ¥ 88T &8I I I3 LA SN YT I8 IIJIIILREA
> > > > > > > > > > > > > > > > > > > > > > > > > > > > > >
o T T N T NN R RN NS
g o o0 oo oo oo o oo o oo g O o0 oo oo ocoo o oao
Source: Company, BOBCAPS Research Source: Company, BOBCAPS Research

Earnings call highlights

=  Steady growth with strong profitability outlook: BLSTR delivered a strong
Q3FY25 performance, with profit margin expansion driven by scale benefits and
stringent cost controls. The company remains optimistic about maintaining a
healthy balance sheet and expects continued growth momentum in Q4. While near-
term headwinds such as rupee depreciation, rising commodity prices, and changes
in U.S. trade terms pose challenges, BLSTR is well-prepared for long-term industry
growth. The RAC market is projected to grow at a 19% CAGR over the next five
years, with some fluctuations in annual growth rates.

= Seasonal demand and inventory management: Inventory levels in the trade
channel remain low, aligning with seasonal demand patterns as dealers prepare for
summer, which begins in early March. Major stocking is expected in February to
meet peak demand. The company continues to monitor inventory cycles to ensure
optimal supply chain efficiency.

= Margin stability and segment recovery: Margins are expected to remain within
the guided range of 7-7.5% for EMPS and 8-8.5% for Unitary Products. The
Professional Electronics segment has faced headwinds in data security and
medtech over the past three quarters, while Industrial Solutions continue to perform

EQUITY RESEARCH 3 30 January 2025
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well. A broad-based recovery across all sub-segments is expected to support
growth and margin expansion in the coming quarters.

Capex plans and scalable capacity expansion: BLSTR has outlined a capex
plan of Rs 7.5bn-8bn over three years to support future growth. Current RAC
production capacity stands at 1.2mn units (Himachal Pradesh: 0.6mn, Sri City:
0.6mn), with modular scalability up to 1.8mn-2.4mn units as demand rises. This
flexible capacity model allows the company to efficiently scale up operations as
needed.

ucp

The Unitary Products segment saw robust Q3 growth, supported by strong festive
demand and dealer stocking ahead of the summer season. BLSTR’s RAC market
share improved to 14%, with the company aiming to reach 15% over the next two
years while maintaining an operating margin of 8.5%.

Margin expansion of 100bps to 8.1% in Q3 was driven by scale benefits from RAC
sales growth. However, additional costs related to consumer finance (which
accounts for 40% of RAC sales), extended warranties, e-waste regulations, and
import tariffs could limit further margin expansion in the future.

The Indian RAC industry is expected to reach 15mn units in FY25, with BLSTR
contributing 1.5mn units. Supply chain conditions remain stable, ensuring adequate
material availability for the peak summer season. The Indian government’s focus
on developing a domestic component ecosystem is expected to position India as
the world’s largest RAC market by 2045-2050.

Local compressor manufacturing capacity is increasing, but BLSTR will only
consider in-house production when it reaches a minimum scale of 2.5mn RAC unit
sales. The next energy label change, effective Jan’26, has been accounted for, with
BLSTR already developing compliant products. The company is eligible for Rs
780mn worth of PLI incentives over four years under Phase 1 of the scheme.

In the Commercial Refrigeration segment, regulatory challenges in water coolers
and deep freezers have been resolved, positioning BLSTR well for the upcoming
summer season. Modular cold rooms are witnessing strong demand, particularly
from quick commerce and food delivery sectors. The VISI cooler market is also
seeing an uptick as retailers upgrade their stores. The commercial refrigeration
segment is expected to grow at 20% CAGR, driven by these favourable industry
trends.

EMPS

The Electro-Mechanical Projects & Commercial Air Conditioning (EMPS) segment
witnessed strong order finalisation, led by factory and data centre demand.
However, growth in commercial AC was moderate due to liquidity challenges in
select sectors, with manufacturing, retail, and education driving most of the
demand.

BLSTR maintained its leadership position in ducted systems (No. 1) and retained
the No. 2 spot in VRF and chillers. Margins remained healthy at 7.6%, in line with

4 30 January 2025
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long-term guidance, reflecting disciplined cost management and operational
efficiencies.

=  The company’s arbitration process for the WJT project is ongoing, with a resolution
expected in 12-15 months. Despite near-term challenges in certain sectors,
BLSTR’s diversified growth strategy, disciplined cost management, and strategic
capacity expansion position it well for sustained performance in the coming
quarters.

EQUITY RESEARCH 5 30 January 2025
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We expect BLSTR’s earnings growth momentum to remain strong in Q4FY25,
supported by robust performances in the EMP and UCP segments, ongoing cost
optimisation efforts, and improved operating leverage. We model a 19% revenue CAGR
for FY24-FY27E, with operating efficiencies driving a ~30% earnings CAGR over the
same period. The company’s strong Q3 results and positive outlook for FY25 reinforce
our confidence in its growth trajectory. We continue to value the stock at 47x P/E, and
with our valuation now rolled forward to Dec’26 we raise the TP to Rs 2,200 (from Rs
2,100). Given these factors, we remain optimistic about BLSTR’s long-term prospects.
Maintain BUY.

Key downside risks to our estimates are:

= the inability to expand UCP market share amid rising industry competition, and

= weakness in the EMP order book.

6 30 January 2025
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Financials
Income Statement Per Share
Y/E 31 Mar (Rs mn) FY23A FY24A FY25E FY26E FY27E YIE 31 Mar (Rs) FY23A  FY24A  FY25E FY26E  FY2TE
Total revenue 79,773 96,854 117,577 138,311 162,501 Reported EPS 208 215 312 39.2 48.8
EBITDA 4,928 6,649 9,242 11,345 13,927 Adjusted EPS 135 215 31.2 39.2 48.8
Depreciation 848 976 1,176 1,335 1,475 Dividend per share 6.0 7.0 7.0 7.0 7.0
EBIT 4,080 5,673 8,066 10,010 12,452 Book value per share 69.1 135.5 159.7 191.9 233.7
Net interest inc./(exp.) (547) (581) (527) (519) (566)
Other inc./(exp.) 309 474 522 600 690 Valuations Ratios
Exceptional items 0 0 0 0 0 YIE 31 Mar (x) FY23A  FY24A  FY25E FY26E  FY27E
EBT 3,842 5,567 8,061 10,091 12,576 EV/Sales 43 36 29 25 2.1
Income taxes 1,243 1,429 2,056 2,543 3,169 EV/EBITDA 70.3 52.1 375 305 24.9
Extraordinary items (1,400) 0 0 0 0 Adjusted P/E 133.2 83.5 57.7 459 36.8
Min. int./Inc. from assoc. 4 5 0 0 0 P/BV 26.0 13.3 1.3 9.4 7.7
Reported net profit 4,001 4,150 6,006 7,548 9,407
Adjustments (1,400) 0 0 0 0 DuPont Analysis
Adjusted net profit 2,601 4,150 6,006 7,548 9,407 YIE 31 Mar (%) FY23A  FY24A  FY25E  FY26E  FY27E

Tax burden (Net profit/PBT) 67.7 74.5 74.5 74.8 74.8
Balance Sheet Interest burden (PBT/EBIT) 94.2 98.1 99.9 100.8 101.0
Y/E 31 Mar (Rs mn) FY23A FY24A FY25E FY26E FY27E EBIT margin (EBIT/Revenue) 5.1 5.9 6.9 7.2 7.7
Accounts payables 25,112 26,166 37,045 43,577 51,199 Asset turnover (Rev./Avg TA) 9.1 9.9 10.6 1.3 12.2
Other current liabilities 8,358 10,746 13,045 15,346 18,030 Leverage (Avg TA/Avg Equity) 0.8 0.5 04 04 0.3
Provisions 0 0 0 0 0 Adjusted ROAE 22.1 211 21.1 22.3 23.0
Debt funds 6,620 2,429 4,787 5,190 5,661
Other liabilities 595 740 893 1,046 1,225 Ratio Analysis
Equity capital 193 411 411 411 411 YIE 31 Mar FY23A  FY24A  FY25E FY26E  FY27E
Reserves & surplus 13,114 25,690 30,347 36,547 44,605 YoY growth (%)
Shareholders’ fund 13,307 26,101 30,758 36,958 45,016 Revenue 320 214 214 176 17.5
Total liab. and equities 53,991 66,183 86,529 102,118 121,131 EBITDA 42.2 349 39.0 228 22.8
Cash and cash eq. 2,473 3,774 9,955 13,770 17,907 Adjusted EPS 55.1 59.6 4.7 25.7 24.6
Accounts receivables 15,488 19,526 23,266 27,626 32,306 Profitability & Return ratios (%)
Inventories 14,334 14,072 19,105 21,284 25,706 EBITDA margin 6.2 6.9 79 8.2 8.6
Other current assets 10,211 13,029 15,817 18,606 21,860 EBIT margin 5.1 5.9 6.9 7.2 7.7
Investments 0 0 0 0 0 Adjusted profit margin 33 43 5.1 55 5.8
Net fixed assets 8,813 9,800 11,124 12,289 13,314 Adjusted ROAE 221 211 211 223 23.0
CWIP 609 1,081 1,312 1,543 1,813 ROCE 17.9 18.9 20.0 204 21.2
Intangible assets 0 0 0 0 0 Working capital days (days)
Deferred tax assets, net 0 0 0 0 0 Receivables 7 74 72 73 73
Other assets 2,062 4,902 5,950 7,000 8,224 Inventory 66 53 59 56 58
Total assets 53,991 66,183 86,529 102,118 121,131 Payables 115 99 115 115 115

Ratios (x)
Cash Flows Gross asset turnover 71 6.5 6.9 71 74
Y/E 31 Mar (Rs mn) FY23A FY24A FY25E FY26E FY27E Current ratio 1.1 13 1.3 1.3 14
Cash flow from operations 2,474 2,892 8,799 8,387 8,831 Net interest coverage ratio 7.5 9.8 15.3 19.3 220
Capital expenditures (1,821) (4,333) (2,500) (2,500) (2,500) Adjusted debt/equity 0.5 0.1 0.2 0.1 0.1
Change in investments 342 (1,012) 0 0 0 Source: Company, BOBCAPS Research | Note: TA = Total Assets
Other investing cash flows (337) 98 (1,127) (1,128) (1,316)
Cash flow from investing (1,817) (5,246) (3,627) (3,628) (3,816)
Equities issued/Others 0 0 0 0 0
Debt raised/repaid 717 (4,392) 2,358 403 471
Interest expenses 0 0 0 0 0
Dividends paid (1,627) 8,040 (1,348) (1,348) (1,348)
Other financing cash flows 0 0 0 0 0
Cash flow from financing 911) 3,648 1,009 (945) (878)
Chg in cash & cash eq. (254) 1,294 6,182 3,814 4,138
Closing cash & cash eq. 2,473 3,774 9,955 13,770 17,907
EQUITY RESEARCH 7 30 January 2025
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (“US”) OR IN OR INTO ANY OTHER JURISDICTION
IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.

Disclaimer

Name of the Research Entity: BOB Capital Markets Limited
Registered office Address: 1704, B Wing, Parinee Crescenzo, G Block, BKC, Bandra East, Mumbai 400051

SEBI Research Analyst Registration No: INHO00000040 valid till 03 February 2025
Brand Name: BOBCAPS

Trade Name: www.barodaetrade.com
CIN: U65999MH1996G01098009
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Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY - Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL — Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.

Ratings and Target Price (3-year history): BLUE STAR (BLSTR IN)
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Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about
the subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific

recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOB Capital Markets
Limited (BOBCAPS).

General disclaimers

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE
Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.

BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives

of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or
advisory board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions 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 of the foregoing, among other things, may give rise to real or potential conflicts of
interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on
this material. It is for the general information of BOBCAPS'’s clients. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider whether it is
suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities and Exchange

Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate finance advisory
or any other activity that may affect the independence of its research reports.
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The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable for
all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as
such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long”
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment banking
or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by
foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and
understood the Risk disclosure document before entering into any derivative transactions.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS'’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date
of publication of this report.

The research analyst(s) has not received any compensation from the subject company or third party in the past 12 months in connection with research report/activities.
Compensation of the research analyst(s) is not based on any specific merchant banking, investment banking or brokerage service transactions.
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