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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

e Revenue from operations in Q1 FY26 grew 4.1% YoY to ~INR 2,982 crore, compared
with ~INR 2,865 crore in Q1 FY25.

e EBITDA (excluding other income) came in at~INR 200 crore (6.7% margin), versus
INR 238 crore (8.3% margin) in previous year.

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

e The order book expanded 12.5% YoY, reaching ~INR 6,843 crore versus ~INR 6,085
crore in the previous year.

e Capital employed rose sharply to ~INR 2,821 crore from ~INR 1,738 crore, reflecting
ongoing commitments to manufacturing, R&D, and digitalization.

e 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

e 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.

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

e Growth was led by strong demand from factories, data centers, and healthcare
facilities, though railway and metro projects remained muted.

e 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.

e 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.

e Margins reflected variations in project and product mix.

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

e Revenue declined 13.3% YoY to ~INR 1,500 crore, weighed down by a weaker Room
AC season due to early monsoon rains.

e Segment profit dropped to ~INR 88 crore, with margins compressing to 5.8% from
9.1%.

e Despite the softer season, Blue Star slightly outperformed the market, with its
estimated share inching up to about 14.2%.
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e Commercial Refrigeration delivered a strong rebound, supported by demand from processed food and pharmaceuticals
after regulatory hurdles eased.

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

Segment lll: Professional Electronics & Industrial Systems

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

e 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.

e The Med Tech business was affected by regulatory uncertainty over refurbished device imports, while industrial solutions
registered steady growth.

Capital Expenditure and Investments

e The significant increase in capital employed reflects ongoing investments in capacity expansion, R&D (about 1.5% of
revenues), digitalization, and product development.

e 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

e 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.

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

e 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.

e 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.

e Pricing discipline will be maintained, with no aggressive discounting planned; promotional schemes will stay aligned with
market norms to safeguard margins.

Exhibit-1:
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Exhibit-2
Consolidated Annual Valuation Consolidated Annual Trend
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Exhibit-5

Particulars Mar-24{A) Mar-25(A) Mar-26(E) Mar-27(E} Mar-28(E) | Particulars Mar-24(A) Mar-25(A) Mar-26(E}) Mar-27(E) Mar-28(E)
Net Revenue 9685 11968 13569 15717 18027 | Equity Capital 41 41 41 41 41
Total Revenue 9733 12043 13635 15801 18126 | Reserve & Surplus 2569 3020 3439 3959 4560
Manufacturing 8187 10454 12013 13657 15808 | M 3 3 3 3 3
Manufacturing % 84.53% 87.35% 8854% 86.90% 87.69% | LT Borrowing 0 0 0 0 0
Gross Margin % 15.02%  15.53% 1493% 15.17%  15.21% | Other LT Liablities 120 240 219 456 1272
EBITDA 665 876 951 1147 1326 | Current Liabities 3878 4944 5629 6100 6703
EBITDA % 6.87% 7.32% 7.01% 7.30% 7.35% | ST Borrowing 167 199 206 238 274
Other Expanses 833 638 645 966 960 | Total Liablities 6611 8249 9331 10558 12579
Interest 38 49 71 80 87 | NetBlock 1155 1529 1932 2319 2743
Depreciation 98 128 152 168 197 | CWIP 108 73 83 96 111
Total Expenditure 9176 11269 12881 14872 17052 | Intangible 19 50 56 65 75
PBT with Ajust. 557 774 754 929 1074 | Non Current Investment 18 18 27 27 27
Exceptional [tems 0 13 0 0 0 | LongTerm Loan/Adv. 236 244 277 321 368
Share of IV/Associates 0 -1 -1 -1 -1 | Other Non Current Asset 35 22 29 29 29
PBT 557 785 752 928 1073 | Total Non Current Assets 1571 1936 2405 2858 3354
Tax 143 194 194 235 271 | Current Assets 5040 6313 6926 7700 9226
PAT 414 591 558 693 802 | Total Asset 6611 8249 9331 10558 12579

(Source: AceEquity)

Exhibit-6

Particulars

PBT 557 785
Other Adjustment -11 -41
Changes In working Capital -276 -52
D&A 98 128
Interest 58 49
Tax Paid -136 -182
Cash Flow from Operation 289 688
Purchase of Fixed Assets -441 -372
Sale of Fixed Assets 5 22
Other Investment Activities -89 -114
Cash Flow from Investment -525 -464
Proceed from LT Borrowing 150 0
Repayment of LT Borrowing -519 0
Short Term Loan 330 475
Equity Dividend Paid -116 -144
Interest Paid -64 -33
Other Financial Activities 583 -461
Cash Flow from Finance 365 -162
Net Cash Inflow / Outflow 129 62
Opening Cash & Equivalents 227 357
Foreign Exchange & Other Ad]. 1 1
Closing Cash & Equivalent 357 420
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374
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87
271
1441
721
40
-84
-765
0

0
-1094
-200
-87
1087
-294
381
1329
96
1806

Particulars Mar-24(A) Mar-25(A) Mar-26(E) Mar-27(E) Mar-28(E)
Net Revenue (YoY %) 2141%  23.56% 13.38% 15.83% 14.70%
Manufacturing % 84.53% 87.35% 88.54% 86.90% 87.69%
EBITDA (YoY%) 34.94%  31.73% 8.62% 20.56%  15.59%
EBITDA 664.94 876 951 1147 1326
EBITDA % 6.87% 7.32% 7.01% 7.30% 7.35%
PAT 414 591 558 693 802
PAT % 4.26% 4,91% 4,09% 4.38% 4.42%
Consolidated Valuation
P/BY 10.03 14.35 11.65 10.12 8.78
P/E 54.60 78.70 71.79 57.84 49.96
EV/EBITDA 41.19 4848 41.89 34.72 30.01
MCap/Sales 2,92 3.90 2,94 2.54 221
FCF Yield 2.81% 246%  4.67% 5.54% 5.50%
Current Ratio 1.30 1.28 1.23 1.26 1.38
ROA 6.88% 7.96% 6.35% 6.96% 6.93%
ROE 21.35% 21.16% 17.28% 18.72% 18.83%
Particulars Mar-24(A) Mar-25(A) Mar-26(E) Mar-27(E) Mar-28(E)
Revenue Growth 2141%  23.56% 13.38% 15.83% 14.70%
Debt to Equity 0.06 0.07 0.06 0.06 0.06
EBITDA % 6.87% 7.32% 7.01% 7.30% 7.35%
Dividend % 27.95% 24.34%  25.00% 25.00%  25.00%

(Source: AceEquity)

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.
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Analyst Remark:

Qur stock-specific reports provide a holistic perspective, developed through anin-depth analysis of company financials, management earnings calls, and future
outlooks. For industry-level insights, we exarmine a broad range of factors, including recent developrments such as macro trends, government policies, and other
critical wariables that may impact future earnings. Additionaly, we acknowledge theinfluence of macroeconomic conditions and potential headwinds, which can
significantly affect the earnings of bothindividual stocks and industries.

Target Time Frame:
Result Update- Up to & months Initiating Coverage- Upto one & half year Investment Idea - Upto 3 vear
Recommendation Convention:
Cverweight Buy Hold Neutral Reduce Sell Underweight Accumulate
{+}10% and Abave {+}5% to (+}10% [+}2% to [+}5% [+}2% to {-}2% {-2% to {-}5% {-]5% to {-}10% {-}10% and hbelaw Add in dips

Abbreviation and Details:

Related Party Transaction (RPT): An RPT abowve 40% of revenue is considered extreme, indicating significant dependendy on related parties, which could raise
concerns about independence and fairness,

Contingent Liabilities: These are potential future liabilities that may occur due to some events, For low-debt companies, those above 50% are a red flag, while
for high-debt comparnies, the threshold is 25%. These levels indicate a high risk of additional financial burdens.

Dues: Sigrificant disputed dues canlead to dangerous cash outflows, potentially jeopardizing the company's financial health and liquidity.

Auditors: Auditors' remarks highlighting financial fraud, manipulation, or misleading information are serious indicators of issues within the company's financial
reporting and governance,

Rating: A rating above B++ is considered good, indicating a stable financial position. An upgrade above this rating signals positive development and
improvement in the company's financial standing.

Analyst Name: Anupam Srivastava Email: anu pamsrivastava@globecapital.com

Disclaimer:

Globe Capital Market Limited ("GCML")is a Stock Broker registered with BSE, NSE, MCX, NCDEX, and MSEl in all the major segments wiz, Capital, F & O and CDS
segrments, GCML is also a Depository Participant and registered with both the Depositories viz. CDSL and MNSDL. Further, GCWL is a SEBI registered Portfolio
Manager and Research Analyst. GCL includes subsidiaries, group and associate companies, promaoters, directors, employees and affiliates. AY Securities and
Commodities Limited, Globe Derivatives and Securities Limited & Globe Fincap Limited are subsidiaries of GChL. AtoZ Finstock Private Limited, & to ZConsultants
Private Limited, A to Z Venture Capital Limited, M Agarwal Stock Brokers Private Limited, A W Share Brokers Private Limited, Shri Adinath Advertising Company
Put Ltd, Orient Landbase Private Limited, Bolt Synthetic Private Limited, Price ponder Private Limited, Lakshya Impex Private Limited and Launchpad Fintech
Private Limited are associates of GChL.

This report has been prepared by GChL and published in accordance with the provdsions of Regulation 19 of the Securities and Exchange Board of India (Research
Analysts) Regulations, 2014, for use by the recipient as information only and is not for general circulation or public distribution. This report is not to be altered,
transmitted, reproduced, copied, redistributed, uploaded, published or made available to athers, in any form, inwhole orin part, for any purpose without prior
written permission from GCWL. The projec tions and the forecasts described in this report are based on estimates and assumptions and are inherently subject to
significant uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the
estimates on which the projections are forecasts were based may not materialize or may vary significantly from actual results and such variations will likely
increase ower the period of time. This report should not be construed as an offer to sell or the solicitation of an offer to buy purchase or subscribe to any
securities, and neither this report nor anything contained therein shall form the basis of or be relied upon in connection with any contract or commitment
whatsoever, |t does not constitute a personal recommendation or take into account the particular investment objective, financial situation or needs of any
individual in particular. The research analysts of GCML have adhered to the code of conduct under Regulation 24 (2) of the Securities and Exchange Board of
India (Research Analysts) Regulations, 2014, The recipients of this report must make their own investment decisions, based on their own investment objectives,
financial situation or needs and other factors. The recipients should consider and independently evaluate whether it is suitable for its/ his/ her/their particular
circumstances and if necessary, seek professional / financial advice as there is substantial risk of loss. GCWL does not take any responsibility thereof,

Ay such recipient shall be responsible for conducting hisfher/its/their own investigation and analysis of the information contained or referred to in this report
and of evaluating the merits and risks involved in securities forming the subject matter of this repart. The price and value of the irvestment referred toin this
report and income from them may go up as well as down, and investors may realize profit/loss on their investrments, Past performance is not a guide for future
performance. Actual results may differ materially from those set forthin the projection GC does not take ary responsibility thereof. This reporthas been prepared
by GCWL based on the information available in the public domain and other public sources believed to be reliable. Though utrmost care has been taken to ensure
its accuracy and completeness, no representation or warranty, express or implied is made by GChL that such information is accurate or complete andfor is
independently verified, The contents of this report represent the assumptions and projections of GChL and GCWL does not guarantee the accuracy or reliability
of any projection, assurances or advice made herein. Mothing in this report constitutes investment, legal, accounting and/or tax advice or a representation that
any irestment or strategy is suitable or appropriate to recipients” specific crcumstances,

Since GCMWL or its associates are engaged inwvarious financial activities, they might have financial interest or beneficial ownership invarious companies including
subject company/companies mentioned in the report, GCAL or its associates have not received any compensation for investment barking or merchant banking
from the subject company in the past 12 months. GCML or its associates might have received any compensation including brokerage sendces and for products
or sendces other than investment banking or merchant banking from the subject company in the past 12 manths, 1tis confirmed that GChL or research analyst
or its associates have not managed or co-managed public offering of securities for the subject company in the past 12 months. Research analyst or GChAL or its
relatives’associates” have no material conflict of interest at the time of publication of this report. MNeither research analyst nor GCML are engaged in market
making activity for the subject companiy tis confirmed that research analysts do not senve as an officer, director or employee of the subject company: 1tis alsa
confirmed that research analyst have not received any compensation from the subject compary in the past 12 manths.

The views contained in this document are those of the analyst, and the company may or may not subscribe to all the views expressed within, Thisinformationis
subject to change, as per applicable law, without any prior notice. GCML re serves the right to make modifications and alternations to this statement, as may be
required, from time to time,

Research analyst or GCML or its relatives'fassociates’ do not hawe actual/beneficial ownership of 1% or more in securities of the subject company, at the end of
the month immediately preceding the date of publication of the document. Registration granted by SEBI, membership of BASL (in case of lAs) and certification
from MNISK in no way guarantee performance of the intermediany or provide any assurance of returns to investors,

Qur research analysts may use Al tools to collect, summarize, and present data in order to increase productivity and enhance the clarity and readability of our
reports. However, all reports are subject to human review prior to finalization and distribution to end users,







