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Optimised seasonal trend; showcased strong performance

e Aditya Vision (AVL) delivered a strong financial performance in Q1FY25, with revenue surging 39%  cMP: INR4,815
YoY and 137% QoQ to INR889cr (15% beat). This highest quarterly revenue was driven by a 56% . !
YoY increase in air conditioner (AC) and other cooling products sales. Besides capitalising on Rating: BUY
seasonal demand, incremental revenue stemmed from newly opened stores and robust (21%)  Target Price: INR5,536
same-store sales growth (SSSG). Upside: 15%

e Its operational performance was bolstered by strategic stocking of compressor products. Sales of  pate: July 29, 2024
non-compressor products also saw a 15% YoY increase.

e By June 30, its store count had expanded to 150, having added five stores in Q1FY25. In terms of
geographic distribution of revenue, Bihar/Jharkhand/Uttar Pradesh (UP) contributed 81%/11%/8%

compared to 83%/11%/6% QoQ. This shift highlights the faster growth trajectory in UP.
e Despite a stable gross margin of 15.2% in Q1FY25, a slight compression (29bp) in EBITDA margin 52-week range (INR): 2,150 /5,050
to 9.6% (est. 9.8%) was observed. This can be attributed to higher spend in marketing and
promotional activities necessary to penetrate newer markets (particularly in UP) and greater M-cap (INR cr): 6,195
employee costs due to higher incentives and temporary staffing.
e PAT grew a robust 42% YoY to INR53cr aided by solid operational performance. e sl ) 2

e AVL is in an aggressive scaling phase, having opened 40 stores in FY24, compared to 26 in FY23.
The management plans to add more than 30 stores annually over the next two years and achieving
double-digit SSSG. 14000
12000
e To enhance store economics and revenue realisation it is focusing on mid- and premium-category 10000

products. Currently, around 60% of AC sales are five-star rated category. 8000
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e The management has reaffirmed its 20—-25% revenue CAGR guidance for the next three to five
years. It is looking to expand into Tier Il and lll cities, where competition is minimal. This places it
an advantageous position in emerging markets. UP, which is undergoing a rapid transformation,
represents a significant growth opportunity for AVL. In the long-term, it aims to touch 500 stores
in the Hindi heartland. L T L rgtep

Strong geographical presence

AVL has strengthened its presence in Bihar and Jharkhand. It operates 150 stores in both states. The
company has tailored its product portfolio to meet local needs and is present in all districts in Bihar
and 20/14 out of the 24/75 districts in Jharkhand/UP. It is enhancing its brand image through various
initiatives, including advertising, promotional campaigns, and participation in industry events. This
approach is designed to boost brand visibility and drive sales.

Sensex Aditya Vision

Penetration and income growth fuelling regional demand

Rising incomes in India are driving demand for consumer durables. This trend is likely to continue as
other factors such as higher rural income, greater urbanisation, a growing middle class, and changing
lifestyles aid demand. A considerable rise in discretionary income and easy financing schemes led to
shorter product replacement cycles and evolving lifestyles, where consumer durables (such as ACs and
LCD TVs) are perceived as utilities rather than luxury items. In the medium term, demand from rural
and semi-urban markets is likely to outpace that from urban. Growth in online retail will further fuel
demand. The low penetration of consumer durables in rural India is likely to act as a tailwind for AVL.
It is likely to be a major beneficiary of this trend given its dominant position across Bihar and
Jharkhand. It intends to: i) penetrate further into the sub-districts and sub-divisions of Jharkhand and
central UP in FY25, and ii) expand its regional footprint by foraying into the adjoining states of
Chhattisgarh and Madhya Pradesh in FY26.

Valuation and view — Maintain ‘BUY’

Expansion of its store network and selective foray into new markets offers a significant long-term
growth potential. As most newly opened stores are yet to mature, the benefits of scale are expected
to become more pronounced over time. We expect a revenue/EBITDA/PAT CAGR of 27%/29%/43%
over FY24-26E, with a steady EBITDA margin between 9.6-9.8%. At the CMP, the stock is trading at
39.1x/22.4x FY26E earnings/EBITDA. Given the consistent earnings visibility and better-than-expected
performance, we are revising our FY25/FY26 earnings estimates upwards by 11%/18%. We maintain
‘BUY’ with a revised TP of INR5,536, valuing the stock at 45x FY26E earnings.

Key financials

Year to March Q1FY25 Q1FY24 %change Q4FY24 % change FY24 FY25E FY26E

Net sales 889 641 39% 376 137% 1,743 2,275 2,829

EBITDA 85 63 34% 38 126% 167 221 279

Margin 9.6% 9.9% -29bps 10% -44bps 10% 10% 10%

Adj PAT 53 37 42% 8 576% 77 123 158

Margin 6.0% 5.8% 14bps 2% 388bps 4% 5% 6%

Dil. EPS (INR) 41 29 42% 6 576% 60 96 123

Diluted P/E (x) 80 50 39

EV/EBITDA (x) 37 28 22 RIKRIlSHetty

ROACE (%) 26 23 23 R.ese.arch Analyst
nikhil.shetty@nuvama.com
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Q1FY25 Result Highlights:

Particulars (INR cr) Q1FY25 Q1FY24 % change Q4FY24 % change FY24 FY23 YoY(%)
Net Revenues 889 641 39% 376 137% 1,743 1,322 32%
Cost of Goods Sold 754 544 38% 310 143% 1,466 1,111 32%
Gross Profit 135 97 40% 66 106% 278 211 32%
Employee Expenses 21 15 34% 14 49% 57 40 44%
Other expenses 30 18 62% 14 106% 54 45 19%
Operating Expenses 804 578 39% 338 138% 1,576 1,196 32%
EBITDA 85 63 34% 38 126% 167 126 33%
Depreciation 8 6 30% 7 10% 29 17 69%
EBIT 77 57 35% 30 155% 139 109 27%
Interest expenses 7 9 -25% 16 -57% 39 26 48%
Other income 2 1 23% 2 -6% 7 3 123%
PBT 72 49 46% 16 348% 107 86 24%

Tax 19 12 57% 8 129% 30 22 35%

Reported PAT 53 37 42% 8 576% 77 64 20%
Extraordinary Items 0 0 0 - 0 0

Adj PAT after Eol 53.1 37 42% 8 576% 77 64 20%
Equity Capital 12 12 - 12 - 12 12 0%
No of Shares 1 1 - 1 - 1 1 0%
EPS 41 29 - 6 - 60 50 20%
Gross Profit Margin 15.2% 15.1% 10 bps 17.5% -228 bps 15.9% 16.0% -2 bps
EBITDA Margin 9.6% 9.9% -29 bps 10.0% -44 bps 9.6% 9.6% 5 bps
PAT Margin 6.0% 5.8% 14 bps 2.1% 388 bps 4.4% 4.9% -45 bps
Tax Rate 26.1% 24.1% 195 bps 51.0% -2491 bps 27.7% 25.3% 240 bps

Revised Estimates

FY25E
(INR cr)
Revised Change (%)

Net sales 2,146 2,275 6 2,564 2,829 10
Gross Profit 333 353 393 434

Gross margin (%) 15.5 15.5 15.3 15.3

EBITDA 205 221 8 246 279 13
EBITDA margin (%) 9.5 9.7 9.6 9.8

PBT 149 165 11 178 211 18
PBT margin 6.9 7.2 7.0 7.5

Net profit 111 123 11 133 158 18
Adj EPS (Rs) 87 96 11 104 123 18

Source: Company, Nuvama Wealth Research

Nuvama Group has two independent equity research groups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group.
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Financial Charts

Exhibit 1: S Revenue to grow at 27% CAGR driven by ... Exhibit 2: ...Strong store additions with higher revenue per
store
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Exhibit 3: Same store sales growth stayed robust Exhibit 4: Product wise revenue share (FY23)
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Exhibit 5: Revenue Seasonality (2-year Avg) Exhibit 6: Margin profile to remain stable
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Source: Company, Nuvama Wealth Research
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Previous Outlook

QA4FY24: AVL aims to densify its store network from existing clusters and selectively enter new markets, thus providing long-term
growth opportunities. The benefits of scale can continue to flow as most of the added stores are yet to mature (30% stores are
less than one-year old). With improving scale, prudent working capital management is critical to the sustenance of healthy
operating metrics over the medium term. We expect a revenue/EBITDA/PAT CAGR of 21%/21%/32% over FY24-26, with a steady
EBITDA margin of 9.6%. At the CMP, the stock is trading at 31.8x/17.4x FY26E earnings/EBITDA. Given the steady earnings visibility
and better performance, we maintain our ‘BUY’ rating on the stock with a TP of INR4,213 (38x FY26E earnings).

Q3FY24: AVL aims to densify its store network from existing clusters and selectively enter new markets, thus providing long-term
growth opportunities. The benefit of scale can continue to flow as most of the added stores are yet to mature (30% stores are
less than one year old). With improving scale, prudent working capital management is critical to the sustenance of healthy
operating metrics in the medium term. We expect a revenue/EBITDA/PAT CAGR of 25%/24%/25% over FY23-26, with a steady
EBITDA margin of 10%. At the CMP, the stock is trading at 34x/18x FY26E earnings/EBITDA. Given the steady earnings visibility
and in line performance, we maintain ‘BUY’ with a revised TP of INR 4,212 (at 40x FY26E earnings).

QA4FY24 Q3FY24

A uvama

Nuvama Group has two independent equity research groups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group.
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Financials
Income from operations
Year to March (INR Cr) FY22 FY23 FY24 FY25E FY26E
Income from operations 899 1,322 1,743 2,275 2,829
Direct costs 757 1,111 1,466 1,922 2,395
Gross Profit 142 211 278 353 434
Employee costs 29 40 57 62 69
Other expenses 30 39 54 70 87
Total Operating expenses 816 1,189 1,576 2,054 2,550
EBITDA 83 133 167 221 279
Depreciation and amortisation 16 20 29 34 40
EBIT 67 113 139 186 238
Interest expenses 25 30 39 28 34
Profit before tax 43 86 107 165 211
Provision for tax 8 22 30 41 53
Adj. profit after tax 35 64 77 123 158
Share of Minority in profits - - - - -
Profit after tax 35 64 77 123 158
Shares outstanding 1 1 1 1 1
Adjusted EPS 28 50 60 96 123
Common size metrics- as % of net revenues
Year to March FY22 FY23 FY24 FY25E FY26E
Operating expenses 91 90 90 90 90
Depreciation 2 2 2 2 1
Interest expenditure 3 2 2 1 1
EBITDA margins 9 10 10 10 10
Net profit margins 4 5 4 5 6
Growth metrics (%)
Year to March FY22 FY23 FY24 FY25E FY26E
Revenues 20 47 32 31 24
EBITDA 56 60 26 32 26
PBT 58 99 24 54 28
Net profit 73 82 20 60 28
EPS 73 82 20 60 28

Nuvama Group has two independent equity research groups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group.
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Balance Sheet

As on 31t March (INR cr) FY22 FY23 FY24 FY25E FY26E
Equity share capital 12 12 13 13 13
Reserves & surplus 67 124 474 587 731
Shareholders funds 79 136 487 600 744
Total Debt 154 259 125 165 205
Other Long Term Liabilities 118 136 179 179 179
Deferred Tax Liabilities (6) (7) (6) (6) (6)
Minority interest 0 0 0 0 0
Sources of funds 345 525 785 937 1,122
Gross block 163 213 303 365 428
Depreciation 13 30 59 93 134
Net block 150 183 244 272 295
Capital work in progress - 8 9 9 9
Total fixed assets 150 191 253 281 303
Other Non Current Assets 27 53 28 28 28
Investments 2 4 - - -
Inventories 210 294 433 565 703
Sundry debtors 0 0 0 1 1
Cash and equivalents 1 4 96 105 140
Loans and advances 24 64 58 76 95
Total current assets 238 366 588 747 938
Sundry creditors and others 70 82 83 116 145
Provisions 1 4 2 2 3
Total CL & provisions 71 86 84 119 148
Net current assets 167 280 504 628 791
Misc expenditure - - - - -
Uses of funds 345 525 785 937 1,122
Book value per share (INR) 61 106 380 468 581

Cash flow statement

Year to March FY22 FY23 FY24 FY25E FY26E
Operating Profit After Tax Before WC changes 75 85 106 158 199
WC Changes (80) (108) (135) (116) (127)
CFO (5) (24) (29) 42 72
CFI (49) 34 112 63 63
CFF 33 116 183 30 27
Total Cash Flow (21) 59 42 9 36

Nuvama Group has two independent equity research groups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group.
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Year to March FY22 FY23 FY24E FY25E FY26E
ROAE (%) 55 60 25 23 23
ROACE (%) 26 26 26 23 23
Debtors (days) 0 0 0 0 0
Current ratio 3 4 7 6 6
Debt/Equity 2 2 0 0 0
Inventory (days) 85 81 91 91 91
Payable (days) 26 16 14 14 14
Cash conversion cycle (days) 60 65 76 76 76
Debt/EBITDA 2 2 1 1 1
Adjusted debt/Equity 2 2 0 0 0
Valuation Parameters

Year to March FY22 FY23 FY24 FY25E FY26E
Diluted EPS (INR) 28 50 60 96 123
Y-0-Y growth (%) 73 82 20 60 28
Diluted P/E (x) 175 96 80 50 39
Price/BV(x) 78 45 13 10 8
EV/Sales (x) 7 5 4 3 2
EV/EBITDA (x) 76 48 37 28 22
Diluted shares O/S 1 1 1 1 1
Basic EPS 28 50 60 96 123
Basic PE (x) 175 96 80 50 39

Nuvama Group has two independent equity research groups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group.
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the information in this document does not constitute a public offer of securities in the United Arab Emirates and is not intended to be a public offer. The website has not been approved
by or filed with the Central Bank of the United Arab Emirates, the Securities and Commodities Authority of the United Arab Emirates or the Dubai Financial Services Authority. The
content of the website must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person. The website must not be acted on or relied
on by persons who are not INSTITUTIONAL QUALIFIED INVESTORS. Any investment or investment activity to which this communication relates is available only to relevant persons and
will be engaged in only with relevant persons. Any person who is not a INSTITUTIONAL QUALIFIED INVESTORS should not act or rely on this communication or any of its contents. The
content of the website must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person. The website must not be acted on or relied
on by persons who are not relevant persons. Any investment or investment activity to which this communication relates is available only to relevant persons and will be engaged in
only with relevant persons. Any person who is not a relevant person should not act or rely on this communication or any of its contents.

Nuvama Group has two independent equity resear roups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group. 10
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Disclaimer for Australia Persons

Any information set out on the website is only intended for persons who are “Professional Investors” as described in Section 761(G) of the Corporations Act 2001 (as amended). It is
not intended to for any other class of persons and may not be relied upon by such persons and is therefore not intended for private individuals or those who would be classified as
Retail Clients. All information on the website is general information only and is not to be considered any form of advice (whether investment or otherwise) or a recommendation,
solicitation, or an offer to purchase or sell investments or related financial products or any financial services. The receiver of the website should make their own decisions based upon
their own financial objectives and financial resources and, if in any doubt, should seek advice from an appropriate independent advisor. Nuvama and its group companies does not hold
an Australian Financial Services License and is not licensed in Australia to provide financial product advice or services and is relying on “limited connection relief exemption” when
dealing with “Professional Investors” (Wholesale client category) in Australia.

Disclaimer for Singapore Persons

The content of the website IS INTENDED SOLELY TO PROVIDE INFORMATION ONLY TO THE INSTITUTIONAL OR ACCREDITED INVESTORS ONLY AND IS NOT MEANT FOR RETAIL INVESTORS
AS DEFINED UNDER THE SECURITIES AND FUTURES ACT “SFA”. If you are not the intended recipient you must not copy, distribute, or take any action or place reliance on it. If you have
received this communication by error, please notify the sender immediately. Any such information contained or discussed in the document is subject to change and Nuvama and its
group companies shall not have any responsibility to maintain the information made available or to supply any correction therewith. In no event will Nuvama and its group companies
be liable for any special direct or indirect or consequential damages which may be incurred from the use of the information made available, even if it has been advised of the possibility
of such damages. The company and its employees mentioned in these communications cannot be held liable for any error’s inaccuracies and/or omission howsoever caused. Any
opinion or advice if any herein is made on a general basis and is subject to change without notice. The information provided in this document may contain optimistic statements
regarding future events or future financial performance of countries, markets, or companies. You must make your own financial assessment of the relevance, accuracy and adequacy
of the information provided if any in this document. This document has not been reviewed by the Monetary Authority of Singapore “MAS”.

Additional Marketing Disclaimer for all other International Jurisdiction:

The content of this website is restricted in certain jurisdictions and does not constitute or form part of any offer or invitation to sell or issue, or any solicitation of any offer to purchase
or subscribe for, by anyone in any jurisdiction in which such an offer or solicitation is not authorised or may not lawfully be made (without compliance with any registration or other
legal requirements) or in which the person making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer in any jurisdiction. The
above information is for general guidance only, it is the responsibility of receivers to inform themselves as to any income or other tax consequences arising in the jurisdictions in which
they are resident or domiciled or have any other presence for tax purposes, as well as any foreign exchange or other fiscal, or legal or regulatory restrictions which are relevant to their
particular circumstances in connection with the acquisition, holding or disposal of any securities if any mentioned in this document. This document is strictly private and confidential
and may not be reproduced or use for any other purpose and not be provided to any person other than the recipient thereof. If you are not the intended recipient you must not copy,
distribute, or take any action or place reliance on it. If you have received this communication by error, please notify the senderimmediately. Any such information contained or discussed
on the website is subject to change and Nuvama Group or any of its Directors, Employees, agents or representatives shall not have any responsibility to maintain the information made
available or to supply any correction therewith. In no event will Nuvama Group or any of its Directors, Employees, agents or representatives, be liable for any special direct or indirect
or consequential damages which may be incurred from the use of the information made available, even if it has been advised of the possibility of such damages. The company and its
employees mentioned in these communications cannot be held liable for any error’s inaccuracies and/or omission howsoever caused. Any opinion or advice herein is made on a general
basis and is subject to change without notice. The information provided in this website may contain optimistic statements regarding future events or future financial performance of
countries, markets, or companies. You must make your own financial assessment of the relevance, accuracy and adequacy of the information provided therein.

INVESTMENT IN SECURITIES MARKET ARE SUBJECT TO MARKET RISKS. READ ALL THE RELATED DOCUMENTS CAREFULLY BEFORE
INVESTING.

Nuvama Group has two independent equity resear oups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group. 11
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