
 

 

Early monsoons dampen RAC sales 
We attended BLSTR’s analyst meet with their MD, Mr. B. Thiagarajan, 

wherein the company highlighted that despite initial expectation of demand 

revival in May-June’25 (following a subdued start to Q1FY26), the summer 

demand for RAC’s continued to slump due to early monsoon. This led to 

elevated channel inventories. The company expects to recover the lost 

ground in Q3FY26 during the festive season, and ahead of BEE star label 

change in Jan’26. Due to near term moderation in RAC demand, we have 

reduced our FY26E/27E EPS estimates by 2/2% to Rs 34/42 resp. 

However, the medium to long term outlook of the AC industry is promising. 

We value the stock at 44x FY27E EPS and maintain ‘BUY’ rating with a 

revised TP of Rs 1,882 (earlier Rs 1,929).  
 

Confident of 10-15% RAC sales in FY26E  
Due to unseasonal rains, the RAC industry declined sharply by 15-20% in 

Apr’25, however, BLSTR managed to grow by 5%. But in May/June, on 

account of early onset of monsoon, the mgmt. indicated a 20/20%YoY 

decline in RAC volumes, in line with the industry trend. Currently, channel 

inventory stands at an elevated level (2.5mn excess). Overall, the 

company expects RAC sales to decline 25-30% YoY in Q1FY26 on an 

unfavorable base. However, for FY26E, BLSTR remains optimistic about 

achieving a 10–15% YoY revenue growth in its RAC business (~1.65mn 

units), driven by the festive season and channel pre-filing ahead of the 

BEE star label change in Jan’26. 

 

Expect Commercial refrigeration to grow on low base 
The Commercial Refrigeration segment is expected to rebound in FY26, 

after a tough FY25 marked by regulatory disruptions. Apart from ice-

creams, the CR category caters to many other end-user industries that do 

not see much seasonality, like hospitality, pharma, QSR, Qcom etc. 

BLSTR expects the segment to grow 25–30% YoY on a low base, driven 

by cold storage facilities, chest freezers, etc. Currently, it enjoys a market 

share of ~30% in the Rs 45bn market and is optimistic of strong revenue 

potential in the category. 

 

On the margins front 
BLSTR implemented cumulative price hike of 7% in Jan & Apr’25, to offset 

input cost pressures. However, due to higher inventory levels, discounting 

is likely anticipated from July’25 onwards. In the Cooling product segment, 

margins are expected to sustain at 8-8.5% in FY26, supported by cost 

control measures. The EMP&CAC segment margin is projected at ~7.5%. 

Expansion into Tier 3–5 towns, higher regulatory compliance costs, 

increased costs relating to in-shop demonstrators, consumer financing 

costs (now ~40% of sales), and higher competition are driving a high 

investment phase for the growing RAC segment, which may limit short-

term margin expansion.  

 

 

 
 
 
 
 
 

        

Key Data  

Nifty 24,751 

Equity / FV Rs 411mn / Rs 2 

Market Cap Rs 326bn  

 USD 3.8bn 

52-Week High/Low Rs 2,417/ 1,520 

Avg. Volume (no) 906,127 

Bloom Code BLSTR IN 
 

Stock Performance (%) 

Particulars 1M 3M 12M 

Absolute (%) (6) (26) 4 

Rel to NIFTY (%) (8) (36) (5) 
 

 

Shareholding Pattern 

Particulars Sep'24 Dec'24 Mar'25 

Promoters 36.5 36.5 36.5 

MF/Banks/FIs 22.8 22.2 23.1 

FIIs 18.1 18.5 16.9 

Public / Others 22.6 22.9 23.4 
 

 

Financials (Rs bn) 

Particulars FY24A FY25A FY26E FY27E 

Revenue 97 120 137 160 

Growth (%) 21.4 23.6 14.2 17.4 

EBITDA 7 9 10 13 

OPM (%) 6.9 7.3 7.6 7.9 

PAT 4 6 7 9 

Growth (%) 58.9 39.5 21.4 23.9 

EPS (Rs.) 20.2 28.1 34.2 42.3 

Growth (%) 58.9 39.5 21.4 23.9 

PER (x) 78.5 56.3 46.4 37.4 

ROANW (%) 21.1 20.8 21.1 22.2 

ROACE (%) 20.2 20.8 21.2 21.9 

 
 Company relative to NIFTY 
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Other Key takeaways 

▪ RAC industry volumes increased from 10mn in FY24 to 15mn in FY25, reflecting 

robust growth, with a projected 19% CAGR from FY25 to FY30 despite weather 

related variations. 

▪ Industry initially expected 25-30% growth in summer’25, driven by high nighttime 

temperatures (+35 deg) and at least 10 days of continuous, intense heat spells. 

▪ Of the total RAC sales, 25% are institutional sales, which cater to offices, 

restaurants, etc. These are not impacted by seasonality.  

▪ BLSTR remains open to establishing a compressor manufacturing unit, potentially 

in collaboration with a strategic partner.  

▪ For EU & US markets (white labelling), the company has 3 customers in the 

business, with whom product development has been successful. However, Blue 

Star is taking a cautious approach towards customer additions, given the 

substantial R&D and manufacturing investments required to scale this business. 

▪ The CAC business, supported by demand from manufacturing units, data centers, 

retail stores, and boutiques, is expected to grow 15–20% YoY in FY26. It is not 

impacted by a weak summer. 

▪ Installed RAC base in India is 60mn units of which ~50% are not energy efficient 

(30mn), which is placing a higher load on the grid and eventually does not wind 

up being recycled. GoI, in an attempt to encourage old AC replacement as a part 

of climate change initiatives, may announce schemes and discounting. If 

implemented, the companies would incur Rs 4-4K per unit for recycling under EPR 

route. 

▪ Energy label change from 1 Jan 2026. Whenever energy label change happens, 

preceding quarter sales is high (Q3FY26) due to expected cost increases. Energy 

label changes typically raise efficiency by 10% and prices by ~7%. 

 

Change in estimates 

 

 Change in Estimates 

Particulars (Rs mn)  
FY26E FY27E 

New Old Chg. (%) New Old Chg. (%) 

Sales 1,36,654 1,38,659 (1.4) 1,60,422 1,63,197 (1.7) 

EBITDA 10,432 10,662 (2.2) 12,606 12,882 (2.1) 

EBITDA Margin % 7.6 7.7 (10 bps) 7.9 7.9 0 bps 

PAT 7,025 7,198 (2.4) 8,705 8,914 (2.3) 

EPS (Rs) 34.2 35.0 (2.4) 42.3 43.4 (2.3) 

Source: Company, Dolat Capital 

We have built-in Revenue/PAT CAGR of 16/21% resp. over FY25-27E. Given the 

persistent weak RAC demand in May and June 2025 on account of early monsoon, 

we have lowered our revenue estimates for FY26 and FY27E. We expect the RAC 

segment to grow by ~11% in FY26 vs 13% earlier. We have slightly lowered our 

margin estimate for FY26E and accordingly lowered our PAT estimates too. We value 

the stock at 44x FY27E earnings (vs 45x earlier). 
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Financial Performance 

Profit and Loss Account     

(Rs Mn) FY24A FY25A FY26E FY27E 

Revenue 96,854 119,677 136,654 160,422 

Total Expense 90,204 110,917 126,222 147,815 

COGS 73,920 90,743 103,537 120,816 

Employees Cost 7,495 9,189 10,727 12,834 

Other expenses 8,790 10,985 11,957 14,165 

EBIDTA 6,649 8,759 10,432 12,606 

Depreciation 976 1,284 1,329 1,448 

EBIT 5,673 7,476 9,104 11,158 

Interest 581 488 497 412 

Other Income 474 750 847 963 

Exc. / E.O. items 0 125 0 0 

EBT 5,567 7,863 9,453 11,709 

Tax 1,429 1,937 2,411 2,986 

Minority Interest (11) 14 18 18 

Profit/Loss share of associates 0 0 0 0 

RPAT 4,150 5,912 7,025 8,705 

Adjustments 0 (125) 0 0 

APAT 4,150 5,787 7,025 8,705 

     

Balance Sheet     

(Rs Mn) FY24A FY25A FY26E FY27E 

Sources of Funds     

Equity Capital 411 411 411 411 

Minority Interest 26 26 26 26 

Reserves & Surplus 25,690 30,239 35,431 42,304 

Net Worth 26,101 30,650 35,843 42,716 

Total Debt 1,666 1,994 2,626 2,011 

Net Deferred Tax Liability (3) 46 46 46 

Total Capital Employed 27,790 32,715 38,540 44,798 

     

Applications of Funds     

Net Block 11,738 15,784 17,272 19,224 

CWIP 1,081 734 734 734 

Investments 2,765 4,392 4,806 5,489 

Current Assets, Loans & Advances 49,892 60,840 62,217 69,361 

Current Investments 2,489 4,141 4,555 5,239 

Inventories 14,072 21,492 18,674 20,249 

Receivables 19,526 19,594 22,464 25,492 

Cash and Bank Balances 3,774 4,319 4,637 4,461 

Loans and Advances 485 683 759 896 

Other Current Assets 12,036 14,753 15,684 18,263 

     

Less: Current Liabilities & Provisions 37,687 49,035 46,489 50,010 

Payables 26,166 34,276 33,695 35,161 

Other Current Liabilities 11,521 14,758 12,793 14,849 

sub total     

Net Current Assets 12,206 11,806 15,729 19,351 

Total Assets 27,790 32,715 38,540 44,798 
E – Estimates 
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Important Ratios     

Particulars FY24A FY25A FY26E FY27E 

(A) Margins (%)     

Gross Profit Margin 23.7 24.2 24.2 24.7 

EBIDTA Margin 6.9 7.3 7.6 7.9 

EBIT Margin 5.9 6.2 6.7 7.0 

Tax rate 25.7 24.6 25.5 25.5 

Net Profit Margin 4.3 4.9 5.1 5.4 

(B) As Percentage of Net Sales (%)     

COGS 76.3 75.8 75.8 75.3 

Employee 7.7 7.7 7.9 8.0 

Other 9.1 9.2 8.8 8.8 

(C) Measure of Financial Status     

Gross Debt / Equity 0.1 0.1 0.1 0.0 

Interest Coverage 9.8 15.3 18.3 27.1 

Inventory days 53 66 50 46 

Debtors days 74 60 60 58 

Average Cost of Debt 15.6 26.7 21.5 17.8 

Payable days 99 105 90 80 

Working Capital days 46 36 42 44 

FA T/O 8.3 7.6 7.9 8.3 

(D) Measures of Investment     

AEPS (Rs) 20.2 28.1 34.2 42.3 

CEPS (Rs) 24.9 34.4 40.6 49.4 

DPS (Rs) 5.6 7.0 9.0 9.0 

Dividend Payout (%) 27.9 24.9 26.3 21.3 

BVPS (Rs) 126.9 149.1 174.3 207.8 

RoANW (%) 21.1 20.8 21.1 22.2 

RoACE (%) 20.2 20.8 21.2 21.9 

RoAIC (%) 27.9 28.5 29.2 30.1 

(E) Valuation Ratios     

CMP (Rs) 1585 1585 1585 1585 

Mcap (Rs Mn) 325,876 325,876 325,876 325,876 

EV 321,279 319,409 319,310 318,187 

MCap/ Sales 3.4 2.7 2.4 2.0 

EV/Sales 3.3 2.7 2.3 2.0 

P/E 78.5 56.3 46.4 37.4 

EV/EBITDA 48.3 36.5 30.6 25.2 

P/BV 12.5 10.6 9.1 7.6 

Dividend Yield (%) 0.4 0.4 0.6 0.6 

(F) Growth Rate (%)     

Revenue 21.4 23.6 14.2 17.4 

EBITDA 34.9 31.7 19.1 20.8 

EBIT 39.1 31.8 21.8 22.6 

PBT 0.3 41.2 20.2 23.9 

APAT 58.9 39.5 21.4 23.9 

EPS 58.9 39.5 21.4 23.9 
E – Estimates
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Cash Flow     

Particulars FY24A FY25A FY26E FY27E 

Profit before tax  5,672 7,475 9,103 11,157 

Depreciation & w.o. 976 1,284 1,329 1,448 

Net Interest Exp 474 750 847 963 

Direct taxes paid (1,363) (1,816) (2,411) (2,986) 

Change in Working Capital  (2,765) (516) (3,605) (3,798) 

Non Cash (102) (317) 1 1 

(A) CF from Operating Activities 2,892 6,859 5,264 6,785 

Capex {(Inc.)/ Dec. in Fixed Assets n WIP} (4,476) (3,469) (2,817) (3,400) 

Free Cash Flow  (1,584) 3,390 2,447 3,385 

(Inc)./ Dec. in Investments (1,181) (1,223) (414) (683) 

Other 0 0 0 0 

(B) CF from Investing Activities (5,657) (4,692) (3,231) (4,083) 

Issue of Equity/ Preference 9,834 (5) 0 0 

Inc./(Dec.) in Debt (4,110) 151 633 (616) 

Interest exp net (460) (328) (497) (412) 

Dividend Paid (Incl. Tax) (1,158) (1,439) (1,850) (1,850) 

Other 0 0 0 0 

(C) CF from Financing 4,106 (1,622) (1,715) (2,878) 

Net Change in Cash 1,341 546 318 (176) 

Opening Cash balances 2,433 3,774 4,319 4,637 

Closing Cash balances 3,774 4,319 4,637 4,461 
E – Estimates 
 
 
 

Notes 
 
 
 

 



 

 

 

 
Dolat Rating Matrix  

Total Return Expectation (12 Months)  

Buy > 20% 

Accumulate 10 to 20% 

Reduce 0 to 10% 

Sell < 0% 

 
 

Rating and Target Price History 

 

 

 Month Rating TP (Rs.) Price (Rs.) 

Aug-24 Accumulate 1,808 1,622 

Nov-24 Accumulate 1,965 1,788 

Jan-25 Accumulate 2,050 1,818 

May-25 BUY 1,929 1,608 
*Price as on recommendation date 
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