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Coverage Universe 
 
Name of the Company Rating CMP (INR) TP (INR) 

Bajaj Electricals Accumulate 330 403 

Blue Star Accumulate 1,483 1,653 

Cello World Accumulate 330 410 
Crompton Greaves Consumer 
Electricals 

Buy 226 330 

Havells India Accumulate 1,087 1,319 

KEI Industries Accumulate  4,500 6,001 
LG Electronics India HOLD 1,632 1,723 

Polycab India BUY 8,144 10,764 

R R Kabel HOLD 2,381 2,596 
Voltas  HOLD 1,137 1,308 
 

 

  RAC leads rebound, margins remain muted 
 

Sector Report 
 

 

We interacted with an established industry participant with exposure to the consumer 
durables market, to understand the prevailing demand environment, competitive 
dynamics and margin outlook across key categories. They are of the view that RAC 
recovery is broadening, although profitability continues to lag volume growth. FY26 
was a reset year for RAC following 2 strong years, with cooling categories particularly 
impacted by a high base and input-cost volatility. H1FY27, however, indicates a clear 
turnaround led by RAC, with Jul’26 showing strong growth across RAC, refrigerators 
and washing machines. Importantly, the recovery is increasingly penetration-led, 
rather than purely replacement-led, supported by first-time ownership and consumer 
financing. 

At the same time, competitive intensity remains the key constraint on margin recovery. 
Players continue to prioritize market share, while higher RM costs, particularly from 
copper and forex, have not been fully passed through to consumers, putting pressure 
on manufacturer margins. The channel check therefore points toward stronger volume 
growth in FY27, but margin recovery is likely to remain challenging and gradual. 

Key takeaways 

RAC: Recovery underway, with H2 growth expected to moderate 

• After declining ~10% in FY26 to ~12mn units from 14-15mn in FY25, RAC volume is 

on the recovery path. Growth is primarily penetration-led, with ~80% of the volume 

coming from first-time buyers and ~75% from entry-level products. 

• Consumer financing is a key demand enabler, accounting for ~40% of industry RAC 

sales, with some brands deriving ~50% of sales through consumer financing. E-

commerce has also structurally gained share, reaching 17-18% of RAC sales versus 

8-10% earlier. 

• In Jul’27, secondary RAC sales grew strongly YoY, with Voltas, Daikin and Godrej 

gaining secondary market share by ~150bps, ~70bps and ~90bps, respectively, 

while LG and Lloyd lost ~250bps and ~150bps. 

• Industry expert expects RAC growth to moderate from 25–30% in H1FY27 to 15–

20% in H2FY27 as the favourable base effect normalizes, while underlying 

penetration-led demand remains healthy. 

• The recovery remains uneven across regions, with South emerging as the strongest 

market, West showing improvement during May’27, East remaining relatively 

stable, and North being the weakest region. 
 

Quick Pointers 

• H2FY27 RAC growth may moderate to 15-20% as the base 
effect normalizes 

• UCP margin recovery to remain gradual amid near-term cost 
pressures 
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RAC margin recovery to remain gradual 

• Profitability remains the key concern. Industry margins have compressed significantly over the past few 

years, with aggressive market-share strategies limiting the pass-through of higher copper, forex and other 

input costs. 

• Q2 and Q3 of FY27 are likely to remain under cost pressure, with meaningful margin recovery expected only 

around Q4FY27, potentially by 150-200bps. Price hikes and cost optimization will be required to support 

recovery. 

Compressor manufacturing – Scale and cost are key 

• Compressor manufacturing is more a function of cost and scale than technology, with established Chinese 

players such as GMCC and Highly Group having a significant cost advantage. While local manufacturing 

can improve supply-chain security and reduce import dependence, a buy/outsourcing model remains more 

economical at lower volume, with backward integration becoming increasingly viable as volume scales. 

• Compressor costs are estimated to account for 16-17% of the BOM cost, making compressor sourcing and 

cost competitiveness important factors for overall product economics. 

Refrigerators – Recovery underway, but competitive intensity remains elevated 

• Refrigerator volume stood at ~13mn units in FY26 versus ~14mn in FY25, with category value at ~INR280bn. 

Jul’26 growth was ~21% YoY, indicating recovery in replacement/upgrade demand, although the low base 

remains a factor. 

• Samsung and LG, the leading/top-end brands, are witnessing market share losses, while Haier, Godrej and 

Bosch are gaining share. Beko is seeing traction in Tier 2/3 markets, although profitability remains a 

challenge. 

Washing machines: Resilient demand, but limited premiumization 

• Washing machines are emerging as the bright spot among traditional consumer durables, with Jul’26 YoY 

growth at ~11% despite seasonality. Demand is supported by increasing affordability, hygiene 

considerations and changing consumer behavior. 

• However, the category remains heavily skewed toward entry-level/top-load products, while front-load and 

premium products have limited penetration, restricting near-term margin upside. 

• Washing machine volume remained broadly stable at ~10mn units in FY26 versus ~9.8mn units in FY25, 

highlighting the relative resilience of the category. 

New growth avenues: Data centers and commercial refrigeration 

• Blue Star continues to benefit from product diversification beyond RAC, with commercial AC, commercial 

refrigeration and projects providing additional growth avenues and supporting margin resilience 

• Data centers and liquid cooling represent a significant long-term opportunity. Blue Star appears particularly 

well positioned to capture this opportunity given its commercial AC/project exposure, with liquid cooling 

identified as a rapidly expanding market. 

• Commercial refrigeration also has structural potential from cold-chain, frozen food and food-service 

growth, although the segment remains fragmented with significant local competition. 
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Analyst Coverage Universe 
Sr. No. Company Name Rating TP (INR) Share Price (INR) 

1 Amber Enterprises India Buy 9244 7222 

2 Astral BUY 1684 1464 

3 Avalon Technologies Reduce 1470 1823 

4 Bajaj Electricals Accumulate 403 383 

5 Blue Star Accumulate 1653 1514 

6 Cello World Accumulate 410 360 

7 Century Plyboard (I) Accumulate 878 770 

8 Cera Sanitaryware BUY 7221 6049 

9 Crompton Greaves Consumer Electricals Buy 330 252 

10 Cyient DLM HOLD 635 623 

11 Finolex Industries Accumulate 197 164 

12 Greenpanel Industries BUY 284 184 

13 Havells India Accumulate 1319 1187 

14 Kajaria Ceramics BUY 1403 1198 

15 Kaynes Technology India Accumulate 4390 3856 

16 KEI Industries Accumulate 6001 5500 

17 LG Electronics India HOLD 1723 1730 

18 Polycab India BUY 10764 8808 

19 Premier Energies Accumulate 1131 1047 

20 R R Kabel HOLD 2596 2525 

21 Supreme Industries BUY 4610 3395 

22 Syrma SGS Technology HOLD 1409 1378 

23 Vikram Solar Accumulate 173 157 

24 Voltas  HOLD 1308 1321 

25 Waaree Energies BUY 3280 2625 

 

PL's Recommendation Nomenclature (Absolute Performance) 

BUY :    > 15% 

Accumulate :    5% to 15% 

Hold :    +5% to -5% 

Reduce :    -5% to -15% 

Sell :    < -15% 

Not Rated (NR) :    No specific call on the stock 

Under Review (UR) :    Rating likely to change shortly 
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ANALYST CERTIFICATION 

Indian Clients 

We/I Mr. Praveen Sahay MBA Finance, Mr. 
Shivam Patel CA Research Analysts, authors 
and the names subscribed to this report, 
hereby certify that all of the views expressed 
in this research report accurately reflect our 
views about the subject issuer(s) or securities. 
We also certify that no part of our 
compensation was, is, or will be directly or 
indirectly related to the specific 
recommendation(s) or view(s) in this report. 

US Clients 

The research analysts, with respect to each 
issuer and its securities covered by them in 
this research report, certify that: All of the 
views expressed in this research report 
accurately reflect his or her or their personal 
views about all of the issuers and their 
securities; and No part of his or her or their 
compensation was, is or will be directly related 
to the specific recommendation or views 
expressed in this research report. 
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DISCLAIMER 

Indian Clients 
Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio 
Manager, Depository Participant and distribution for third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory 
Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking, investment banking, financial services 
(margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com. 

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not 
for circulation. This document is not to be reported or copied or made available to others without prior permission of PL. It should not 
be considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not 
independently verified the accuracy or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees 
accepts any responsibility of whatsoever nature for the information, statements and opinion given, made available or expressed herein 
or for any omission therein. 

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of 
investments can go down as well. The suitability or otherwise of any investments will depend upon the recipients particular 
circumstances and, in case of doubt, advice should be sought from an independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make 
market, act as principal or engage in transactions of securities of companies referred to in this report and they may have used the 
research material prior to publication. 

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document. 

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INH000000271. 

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis 
activities. 

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company. 

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the 
research report.  

 PL or its associates might have received compensation from the subject company in the past twelve months. 

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities 
of the subject company at the end of the month immediately preceding the date of publication of the research report. 

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months 
or mandated by the subject company for any other assignment in the past twelve months. 

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the 
subject company in the past twelve months. 

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking 
or brokerage services from the subject company in the past twelve months 

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection 
with the research report. 

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. 

PL or its analysts did not receive any compensation or other benefits from the subject Company or third party in connection with the 
preparation of the research report. 

 PL or its Research Analysts do not have any material conflict of interest at the time of publication of this report. 

It is confirmed that  Mr. Praveen Sahay MBA Finance, Mr. Shivam Patel CA Research Analysts of this report have not received any 
compensation from the companies mentioned in the report in the preceding twelve months  Compensation of our Research Analysts 
is not based on any specific merchant banking, investment banking or brokerage service transactions. 

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views 
about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or 
indirectly related to specific recommendations or views expressed in this report. 

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts 
have not engaged in market making activity for the subject company 

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to 
our clients that reflect opinions that are 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. 

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the 
securities of the subject company or (b) be engaged in any other transaction involving such securities and earn brokerage or other 
compensation or act as a market maker in the financial instruments of the subject company or act as an advisor or lender/borrower to 
the subject company or may have any other potential conflict of interests with respect to any recommendation and other related 
information and opinions. 

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance 
of returns to investors 

US Clients 
This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the 
research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not 
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-
dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules 
or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held 
by a research analyst account. 

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-
6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange 
Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, 
then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or 
transmitted onward to any U.S. person, which is not the Major Institutional Investor. 

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in 
order to conduct certain business with Major Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a 
U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo"). 

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker 
dealer. 
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