
 

 

About Company:  

Blue Star Limited is one of India’s most trusted companies in air conditioning and 

commercial refrigeration, with additional strengths in MEP services and professional 

electronics. It operates across three core areas: Projects, Unitary Products and 

Professional Electronics, supported by advanced manufacturing facilities and a 

nationwide service network that spans over 900 towns. It is among the top players in 

the Indian residential and commercial AC market, with a market share of around 15% in 

premium categories, and also ranks as a leading provider of commercial refrigeration 

solutions. Beyond India, it has expanded its presence across the Middle East, Africa, 

Europe and North America, steadily growing its global footprint. 

 
Industry Overview: 

The air conditioning market in India was valued at around USD 5.85 billion in 2025 and 

is expected to grow rapidly at a CAGR of ~ 15.6% to reach nearly USD 19.6 billion by 

2033, driven by rising temperatures, urbanization, increasing middle-class purchasing 

power, and demand for energy-efficient and smart ACs. The residential sector 

dominates the market, with split ACs preferred for their energy efficiency and 

convenience, while commercial demand is also expanding. The refrigeration market is 

growing in parallel, fueled by rising incomes, rapid urbanization, and expanding cold 

chain infrastructure, particularly in food processing and pharmaceuticals, with a focus 

on energy-efficient and environmentally friendly technologies.  

 

Management Key Takeaways (Q1 FY26) 

Financial Performance Highlights 

 Revenue from operations in Q1 FY26 grew 4.1% YoY to ~INR 2,982 crore, compared 

with ~INR 2,865 crore in Q1 FY25. 

 EBITDA (excluding other income) came in at~INR 200 crore (6.7% margin), versus 

INR 238 crore (8.3% margin) in previous year. 

 Net profit declined to ~INR 121 crore, down from ~INR 169 crore in Q1 FY25. 

 The order book expanded 12.5% YoY, reaching ~INR 6,843 crore versus ~INR 6,085 

crore in the previous year. 

 Capital employed rose sharply to ~INR 2,821 crore from ~INR 1,738 crore, reflecting 

ongoing commitments to manufacturing, R&D, and digitalization. 

 The company maintained a healthy net cash position at ~INR 371 crore, although 

lower than ~INR 1,043 crore in Q1 FY25. 

Segment-wise Business Highlights 

Segment I: Electro-Mechanical Projects & Commercial Air Conditioning Systems 

 Revenue increased 35.9% YoY to ~INR 1,413 crore, while segment profit stood at 

~INR 112 crore, reflecting a 7.9% margin compared to 9.9% last year. 

 Order inflow climbed to ~INR 1,963 crore, up from ~INR 1,466 crore. 

 Growth was led by strong demand from factories, data centers, and healthcare 

facilities, though railway and metro projects remained muted. 

 Commercial AC saw healthy traction in ducted systems, VRF, and chillers, with 

demand primarily from manufacturing and education sectors, while government 

and retail orders were slower. 

 International operations are advancing cautiously in the U.S. and Europe amid 

geopolitical and tariff uncertainties, even as the company strengthens its footprint 

in the Middle East and Africa. 

 Margins reflected variations in project and product mix. 

Segment II: Unitary Products (Cooling & Purification, Commercial Refrigeration) 

 Revenue declined 13.3% YoY to ~INR 1,500 crore, weighed down by a weaker Room 

AC season due to early monsoon rains. 

 Segment profit dropped to ~INR 88 crore, with margins compressing to 5.8% from 

9.1%. 

 Despite the softer season, Blue Star slightly outperformed the market, with its 

estimated share inching up to about 14.2%. 
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 Commercial Refrigeration delivered a strong rebound, supported by demand from processed food and pharmaceuticals 

after regulatory hurdles eased. 

 Margin pressure was mainly due to lower Room AC volumes, which reduced operating leverage. 

Segment III: Professional Electronics & Industrial Systems 

 Revenue fell 27.3% YoY to ~INR 70 crore in Q1 FY26. 

 Segment profit stood at ~INR 8 crore, with margins improving to 10.8% from 9.9% last year, aided by a more favourable 

product and service mix. 

 The Med Tech business was affected by regulatory uncertainty over refurbished device imports, while industrial solutions 

registered steady growth. 

Capital Expenditure and Investments 

 The significant increase in capital employed reflects ongoing investments in capacity expansion, R&D (about 1.5% of 

revenues), digitalization, and product development. 

 These investments align with the company’s long-term strategy of enhancing competitiveness and innovation across both 

B2B and B2C markets. 

Growth Outlook and Strategic Priorities 

 For FY26, the company is targeting 10–15% growth in the Room AC segment, around 15% growth in Electro-Mechanical 

Projects with margins of 7–7.5%, and 10–15% growth in Unitary Products with margins of 7–8.5%, while factoring in seasonal 

challenges. 

 Over the medium term, the Room AC business is expected to grow at 19% CAGR over the next five years. 

 The upcoming energy efficiency and labelling norms (effective January 1, 2026) are already built into production plans, with 

a potential demand spike expected in Q3 ahead of the transition. 

 The company continues to focus on tight inventory management, sales network expansion (especially in Tier-3 to Tier-5 

cities), and differentiated product offerings across price points. 

 Pricing discipline will be maintained, with no aggressive discounting planned; promotional schemes will stay aligned with 

market norms to safeguard margins. 
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Exhibit-5 
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Valuation and View: 

In Q1 FY26, Blue Star Limited reported a mixed performance, as lower Room AC demand was partially offset by growth in the 

commercial refrigeration segment. Net revenue rose 4.08% YoY to INR 2,982 crore but fell 25.80% QoQ from INR 4,019 crore 

in Q4 FY25. Gross margins expanded sequentially to 14.96% (vs. 14.11% QoQ) but remained below 15.9% YoY, while EBITDA 

declined 15.91% YoY to INR 200 crore and 28.42% QoQ, with margins compressing to 6.71% (vs. 8.30% YoY and 6.95% QoQ) 

due to weak operating leverage from unseasonal rains, subdued market conditions, and higher manufacturing and employee 

costs. PAT dropped 28.41% YoY to INR 121 crore and 37.72% QoQ from INR 194 crore, with margins narrowing to 4.03% from 

5.84% YoY. Looking ahead, we believe the company will grow at a ~15% CAGR through FY28, outperforming the industry, 

supported by rising private consumption and the GST rate cut, while sustaining EBITDA margins above 7%. Accordingly, we 

maintain an “Overweight” rating with a target price of INR 2,305 (+18.31%), based on a 3x Mcap/Sales multiple for FY27E. 



 

 

 

 




