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Topline beats estimate; EMP offset decline in UCP: Blue Star reported a better-
than-expected Q1 performance, with revenue /EBITDA 12%/.15% above our
estimates (+4%/-16% consensus). Revenue rose 4% YoY to Rs 40bn, driven by
strong 36% YoY growth in the electro-mechanical projects segment, offsetting 13%
YoY decline in UCP segment. Gross margin marginally contracted 20bps YoY to
23.4% while EBITDA margin contracted significantly 160bps YoY/25bps QoQ.
Adjusted PAT at Rs 1.2bn (-28% YoY/-38% QoQ) came in at 11% ahead of
estimates.

Growth momentum continues in EMP & commercial AC: The segment reported
revenue growth of 36% YoY (ahead of our estimates) as both projects as well as
commercial ACs reported robust growth. Project business saw strong order
finalisation driven by continued demand from factories and data centre market
segments. Current order book in the project business stands at Rs 50.8bn (+11.5%
YoY). Commercial AC business delivered robust growth. ERIS continued its market
leadership in the VRF and ducted systems. EBIT margin contraction of 200bps YoY
to 7.9%.

Unitary products’ growth disappoints; optimistic on recovery in remaining
quarters: Segment revenue declined 13% YoY on a high base, outperforming our
estimate of a 14% drop. Management indicated a 25-30% YoY industry decline,
implying market share gains (14.2% in Jun’25 vs 14% in Mar’'25). Commercial
refrigeration saw strong growth, led by processed food and pharma demand. EBIT
margin contracted 330bps YoY/260bps QoQ to 5.8% on weak operating leverage.
Management remains optimistic on recovery, supported by festive demand and the
BEE rating reset, expects 10-15% YoY growth in FY26.

Revise estimates, downgrade to HOLD: We cut FY26-27E EPS by 4-6%, due to
UCP weakness and build in lower growth despite management’s 10-15% YoY
guidance. With elevated inventory levels, we remain cautious. We introduce FY28E,
roll forward to June’26 with a 47x multiple to arrive at TP of Rs 1,840; downgrade to
HOLD on limited upside.

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
v v

Ticker/Price BLSTR IN/Rs 1,828
Market cap US$ 4.0bn
Free float 61%
3M ADV US$ 15.5mn
52wk high/low Rs 2,417/Rs 1,521
Promoter/FPI/DII 39%/11%/25%

Source: NSE | Price as of 7 Aug 2025

Key financials

YIE 31 Mar FY25A FY26E FY2TE

Total revenue (Rsmn)  1,19,677 1,32,327 1,52,335

EBITDA (Rs mn) 8,759 8803 10,796
Adj. net profit (Rs mn) 5787 5681 7,155
Adj. EPS (Rs) 30.0 295 3741
Consensus EPS (Rs) 30.0 37.0 46.0
Adj. ROAE (%) 204 174 19.2
Adj. P/E (x) 60.8 62.0 492
EV/EBITDA (x) 402 400 326
Adj. EPS growth (%) 395 (1.8) 259

Source: Company, Bloomberg, BOBCAPS Research
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Fig 1 — Quarterly performance
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(Rs mn) Q1FY26 Q1FY25 YoY (%) Q4FY25 QoQ (%) Q1FY26E Variance (%)
Revenue 29,823 28,654 4 40,190 (26) 26,606 12
EBITDA 2,000 2,378 (16) 2,79 (28) 1,739 15
EBITDA Margin (%) 6.7 8.3 (159bps) 7.0 (25) 6.5 17bps
Depreciation 414 280 354 370 12
Interest 101 76 188 131 (23)
Other Income 161 238 (32) 240 216 (26)
PBT 1,646 2,259 (27) 2,492 (34) 1,454 13
Tax 424 573 548 366 16
Adjusted PAT 1,208 1,687 (28) 1,940 (38) 1,087 1
Exceptional item - - -
Reported PAT 1,208 1,687 (28) 1,940 (38) 1,087 1
Adj. PAT Margin (%) 41 5.9 (180bps) 48 (80bps) 41 (4bps)
EPS (Rs) 6.3 8.8 (28) 10.1 (37) 5.6 12
Source: Company, BOBCAPS Research
Fig 2 — Segmental performance
(Rs mn) Q1FY26 Q1FY25 YoY (%) Q4FY25 QoQ (%)
Segment revenue
Electro- Mechanical Projects and Packaged AC systems 14,125 10,390 36 19,682 (28)
Professional Electronics & Industrial Systems 704 969 (27) 906 (22)
Unitary Products 14,994 17,295 (13) 19602 (24)
EBIT
Electro- Mechanical Projects and Packaged AC systems 1,116 1,030 8 1,499 (26)
EBIT margin (%) 7.9 9.9  (200bps) 7.6 30bps
Professional Electronics & Industrial Systems 76 96 (20.6) 88 (12.9)
EBIT margin (%) 10.8 9.9 91bps 10 116bps
Unitary Products 875 1,580 (45) 1,645 (47)
EBIT margin (%) 5.8 9.1 (330bps) 8  (260bps)

EQUITY RESEARCH

Source: Company, BOBCAPS Research
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Despite a disappointing summer, management reaffirmed confidence in the long-
term prospects of the room AC (RAC) industry, projecting a ~19% CAGR over the
next 5 years, with the current weakness seen as a temporary deviation.

Management noted that the RAC industry declined ~30% YoY in Q1FY26 but
emphasized that when viewed over the Jan-June period, the degrowth was in
single digits due to strong pre-season stocking during January to March.

RAC market share rose to ~14.2% in Q1FY26 (up 20bps YoY), driven by a wider
product portfolio across price points, deeper distribution in Tier 3-5 towns, and
focused counter-level execution under its “surgical strike” strategy.

Management highlighted ~75 days of inventories (30 days above the normalised 45
days) at the channel as well as company level combined. However, management
does not view this as concerning and expects the excess to clear by the festive
season without resorting to price cuts, discounts, or promotional schemes.

Management anticipates a demand revival starting with regional festivals (e.g.,
Onam, Independence Day sales) and expects strong buying in Q3FY26 ahead of
the energy label norm change in Jan 2026. As such, regulatory shifts historically
trigger pre-buying. While Q4FY25 had a high base due to restocking, Q3FY26 is
expected to benefit from both festive seasonal momentum and regulatory transition
effects,

Margin declined to 5.8% in Q1FY26 vs 9.1% YoY, impacted by high fixed costs
incurred ahead of the anticipated summer season, operating leverage loss on lower
volumes, and continued spending on in-shop demonstrators, A&P, and e-waste
compliance; full-year margin guidance is revised to 7-8%, assuming a normalised
H2FY26.

BLSTR does not currently manufacture compressors but is actively evaluating
multiple options including sourcing from Indian suppliers, exploring CKD
(completely knocked down) assembly models, and developing in-house designs
through early-stage R&D. While no JV has been signed, the company is closely
monitoring domestic capacity additions and import regulations. Importantly,
compressor supply chain is secured for the next 12 months, with multiple sourcing
options in place, and management does not foresee any near-term disruption.

Management guides to achieve ~15% YoY growth in the electromechanical
projects segment for FY26, driven by growth in infrastructure, data centres,
factories, hotels, and hospitals, along with packaged AC systems like VRF and
chillers

Commercial refrigeration, which comes under segment 2 continued to grow, with
~10% of revenue contributed by quick commerce clients; however, management
remains unconcerned about any slowdown in this segment due to strong, broad-
based demand across pharmaceuticals, processed foods, QSR, Kirana
modernisation, and cold-chain logistics.

Professional Electronics & Industrial Systems witnessed pressure due to regulatory
uncertainty in MedTech (ban on refurbished medical device imports) and continued
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challenges in data security. However, industrial solutions saw steady growth driven
by manufacturing and testing demand. Despite revenue decline, segment margins
improved to 10.8% (vs 9.9%), supported by a favourable product and service mix.

= Total exports contribute ~2% of Blue Star’s revenue, with the US accounting for
~1%. While management acknowledged that tariff and exchange rate volatility may
delay export scale-up, the near financial impact is expected to be minimal. The
company continues to pursue an OEM-led international expansion strategy (not
under the Blue Star brand) with a clear focus on two conditions: (1) it must not
dilute RoCE (2) must not impact profitability.

EQUITY RESEARCH 4 08 August 2025



BLUE STAR

Fig 3 — Revenue growth trend
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Fig 4 — EBITDA growth trend
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Fig 5 — Profit trend Fig 6 — EMP performance
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Fig 7 — PEIS performance Fig 8 — UCP performance
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Fig 9 — Revised estimates
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We cut FY26-27E EPS by 4-6% due to UCP weakness and build in lower growth
despite management’s 10—-15% YoY guidance. With elevated inventory levels, we
remain cautious. We introduce FY28E, roll forward to June’26 with a 47x multiple to
arrive at TP of Rs 1,840; downgrade to HOLD on limited upside.

(Rs mn) New Old Change (%)
FY26E FY27E FY28E FY26E FY27E FY28E FY26E FY27E FY28E

Revenue 1,32,327 1,52,335 1,74,216 1,35,379 1,57,053 NA (2.3) (3.0) NA
EBITDA 8,803 10,796 12,851 9,075 11,342 NA (3.0) (4.8) NA
Margin (%) 6.7 741 74 6.7 7.2 NA (10bps) (10bps) NA
PAT 5,681 7,155 8,697 5,933 7,602 NA (4.3) (5.9) NA
Source: BOBCAPS Research

Fig 10 — BLSTR 1YF PE multiple band chart
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Financials
Income Statement Per Share
Y/E 31 Mar (Rs mn) FY24A FY25A FY26E FY27E FY28E YIE 31 Mar (Rs) FY24A  FY25A FY26E  FY27E  FY28E
Total revenue 96,854 1,19,677 1,32,327 1,52,335 1,74,216 Reported EPS 215 30.7 295 371 45.1
EBITDA 6,649 8,759 8,803 10,796 12,851 Adjusted EPS 215 30.0 295 371 45.1
Depreciation 976 1,284 1,604 1,721 1,822 Dividend per share 7.0 9.0 9.0 9.0 9.0
EBIT 5,673 7475 7,198 9,076 11,029 Book value per share 135.5 159.1 179.6 207.7 243.9
Net interest inc./(exp.) (581) (488) (466) (503) (542)
Other inc./(exp.) 474 750 863 992 1,141 Valuations Ratios
Exceptional items 0 0 0 0 0 YIE 31 Mar (x) FY24A  FY25A  FY26E  FY27E = FY28E
EBT 5,567 7,737 7,595 9,565 11,627 EV/Sales 36 29 2.7 23 2.0
Income taxes 1,429 1,937 1,914 2,410 2,930 EV/EBITDA 52.9 40.2 40.0 326 274
Extraordinary items 0 (125) 0 0 0 Adjusted P/E 84.8 60.8 62.0 49.2 40.5
Min. int./Inc. from assoc. 5 (13) 0 0 0 P/BV 135 11.5 10.2 8.8 75
Reported net profit 4,150 5,912 5,681 7,155 8,697
Adjustments 0 (125) 0 0 0 DuPont Analysis
Adjusted net profit 4,150 5,787 5,681 7,155 8,697 YIE 31 Mar (%) FY24A  FY25A  FY26E  FY27E  FY28E

Tax burden (Net profit/PBT) 74.5 74.8 74.8 74.8 74.8
Balance Sheet Interest burden (PBT/EBIT) 98.1 103.5 105.5 105.4 105.4
Y/E 31 Mar (Rs mn) FY24A FY25A FY26E FY27E FY28E EBIT margin (EBIT/Revenue) 5.9 6.2 5.4 6.0 6.3
Accounts payables 26,166 34,276 41,692 47,996 54,890 Asset turnover (Rev./Avg TA) 9.9 9.7 10.0 10.9 11.9
Other current liabilities 10,731 12,745 14,092 16,222 18,553 Leverage (Avg TA/Avg Equity) 0.5 0.4 0.4 0.4 0.3
Provisions 0 0 0 0 0 Adjusted ROAE 211 204 174 19.2 20.0
Debt funds 2,429 3,810 5179 5,584 6,027
Other liabilities 755 1,094 1,094 1,094 1,094 Ratio Analysis
Equity capital 411 411 411 411 411 YIE 31 Mar FY24A  FY25A  FY26E  FY27E  FY28E
Reserves & surplus 25,690 30,239 34,186 39,607 46,570 YoY growth (%)
Shareholders’ fund 26,101 30,650 34,597 40,018 46,982 Revenue 214 236 10.6 15.1 144
Total liab. and equities 66,183 82,575 96,654 1,10,915 1,27,546 EBITDA 349 317 0.5 22.7 19.0
Cash and cash eq. 3,774 4,319 11,236 13,387 17,344 Adjusted EPS 59.6 395 (1.8) 259 216
Accounts receivables 19,526 19,594 26,465 30,050 34,366 Profitability & Return ratios (%)
Inventories 14,072 21,492 20,302 24,207 27,684 EBITDA margin 6.9 73 6.7 71 74
Other current assets 13,029 17,723 18,230 20,986 24,001 EBIT margin 5.9 6.2 5.4 6.0 6.3
Investments 0 0 0 0 0 Adjusted profit margin 43 4.8 43 4.7 5.0
Net fixed assets 9,800 12,342 13,237 14,016 14,694 Adjusted ROAE 211 204 174 19.2 20.0
CWIP 1,081 734 811 934 1,068 ROCE 18.9 19.5 16.2 176 18.5
Intangible assets 0 0 0 0 0 Working capital days (days)
Deferred tax assets, net 0 0 0 0 0 Receivables 74 60 73 72 72
Other assets 4,902 6,372 6,372 7,335 8,389 Inventory 53 66 56 58 58
Total assets 66,183 82,575 96,654 1,10,915 1,27,546 Payables 99 105 115 115 115

Ratios (x)
Cash Flows Gross asset turnover 6.5 6.7 6.3 6.5 6.7
Y/E 31 Mar (Rs mn) FY24A FY25A FY26E FY27E FY28E Current ratio 13 1.3 1.3 1.3 1.3
Cash flow from operations 2,892 6,881 9,859 7,065 8,936 Net interest coverage ratio 9.8 15.3 15.4 18.1 20.3
Capital expenditures (4,333) (3,469) (2,500) (2,500) (2,500) Adjusted debt/equity 0.1 0.1 0.1 0.1 0.1
Change in investments (1,012) (1,303) 0 0 0 Source: Company, BOBCAPS Research | Note: TA = Total Assets
Other investing cash flows 98 133 (78) (1,086) (1,188)
Cash flow from investing (5,246) (4,640) (2,578) (3,586) (3,688)
Equities issued/Others 10,000 0 0 0 0
Debt raised/repaid (4,392) 151 1,369 405 443
Interest expenses 0 0 0 0 0
Dividends paid (1,960) (1,773) (1,734) (1,734) (1,734)
Other financing cash flows 0 0 0 0 0
Cash flow from financing 3,648 (1,622) (364) (1,329) (1,291)
Chg in cash & cash eq. 1,294 619 6,917 2,150 3,957
Closing cash & cash eq. 3,774 4,319 11,236 13,387 17,344
EQUITY RESEARCH 7 08 August 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: INH000000040 valid till 03 February 2025
Brand Name: BOBCAPS

Trade Name: www.barodaetrade.com
CIN: U65999MH1996G 01098009

Logo: %j BOBCAPS
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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.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.
The research analyst(s) has not served as an officer, director or employee of the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS'’s associates may hold actual / beneficial ownership of one per cent or more
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