
 September 16, 2019 1 

Rating: NR | CMP: Rs839 | TP: RsNA 

Proxy play on Room Air Conditioner Industry 

Amber continues to remain confident of growing at least 4-5% faster than 

industry and achieve margin expansion of 50-100bps given 1) new client 

additions and increasing wallet share amongst existing clients 2) rising 

demand for local sourcing due to import duty hike 3) benefits of scale in high 

margin components business and 4) low RAC penetration giving growth 

visibility in medium term.  

Amber offers one-stop solution (RAC & Components) for major brands in the 

Room Air Conditioner (RAC) industry in India with 20-25% volume share. 

Amber has high degree of backward integration and strong R&D capabilities 

and 15 manufacturing facilities strategically located near key customers 

ensuring quick turnaround times. Amber has delivered a Sales/EBITDA/PAT 

CAGR of 26%/17%/40% over FY16-19. Structural growth in RAC market given 

low penetration, dominant market shares and increasing scale in component 

business could drive strong multiyear growth. AMBER trades at a consensus 

FY21 PER of 16.4x. Not Rated 

 Amber enjoys 20-25% volume market share: Amber services 9 out of the 

top 10 RAC brands in India. With total capacity of ~4.8mn units & 70-75% 

utilization in peak months, Amber’s volume share in the RAC industry in India 

stands at 20-25%. Amber has added clients like Carrier Midea, Micromax, 

Flipkart & Amazon in FY19.  

 Increasing indigenization an added advantage: Amber was unable to fully 

capitalize post increase in customs duty on RAC (IDU, ODU, CBU) due to prior 

commitments. However, the benefits are expected to accrue in the coming 

quarters. Also, in a bid to indigenize, brands are setting up additional facilities 

for their products. Leveraging its backward integration capabilities and scale, 

this presents an opportunity for Amber’s high margin components business. 

Amber is confident of outperforming industry growth by 4-5% on the back of 

new client additions & increasing wallet share of existing clients. 

 Sidwal and IL JIN acquisitions to drive margin expansion: Sidwal 

acquisition has enabled Amber to expand in product categories within HVAC 

industry and mobile transportation cooling systems with high entry barriers (6-

7 years’ gestation period to make any meaningful gains). IL Jin and EVER has 

enabled Amber to have PCB (critical inverter component) manufacturing 

capacity of 7.8-8mn units, which will enable it to cater to the needs of all OEs. 

It has a joint development tie up for semi-conductors with Infineon (6th largest 

chip maker). Scale up in these high margin business can expand margins by 

50-100bps in medium term.   

 South Expansion delayed: With the contribution of southern markets to the 

industry on an upward trend (from 20 to 35%), OE’s had announced expansion 

in these regions. With progress of customer cluster slowing due to changing 

political scenario, Amber too has delayed its expansion in these regions. 
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Key Financials - Consolidated 

Y/e Mar       2016 2017 2018 2019 

Sales (Rs. m)  10,890  16,519  21,281 27,520 

EBITDA (Rs. m)  1,137  1,305  1,835  2,129 

  Margin (%)  10.4  7.9  8.6  7.7 

PAT (Rs. m)  241  221  623  937 

EPS (Rs.)  11.1  9.8  23.2  29.8 

  Gr. (%) (16.2) (11.8)  136.3  28.6 

DPS (Rs.) - - - - 

   Yield (%) - - - - 

RoE (%)  9.6 7.1 9.9 10.1 

RoCE (%) 14.0 14.4 16.2 14.3 

EV/Sales (x) 2.6 1.7 1.3 1.0 

EV/EBITDA (x) 25.1 21.8 15.5 13.4 

PE (x) 75.6 85.7 36.3 28.2 

P/BV (x) 6.9 5.5 3.0 2.7 

Key Data AMBE.BO | AMBER IN 

52-W High / Low Rs. 999 /  Rs.  621 

Sensex / Nifty 37,385  /  11,076 

Market Cap Rs. 26.4bn/ $ 372.4m 

Shares Outstanding 31.4 m 

3M Avg. Daily Value Rs.2.9 m 

Shareholding Pattern (%) 

Promoter’s  44.02   

Foreign 11.41   

Domestic Institution 5.73   

Public & Others 38.84  

Promoter Pledge (Rs bn) -   

Stock Performance (%) 

 1M 6M 12M 

Absolute (1.6)  4.7 (11.6) 

Relative (1.0) 8.6 (7.0) 
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 Product portfolio 

 

Source: Company, PL 

 Key clientele 

 

Source: Company, PL 

 Jhajjar Unit 2 RAC facility 

     

Source: Company, PL 
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 Revenues grew at CAGR of 26% over FY16-19 
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 RAC contributes ~63% of revenues 

Air 
Conditioner's
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 EBITDA grew at CAGR of 17% over FY16-19 
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 PAT grew at CAGR of 40% over FY16-19 

241 221 623 937 
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Analyst Coverage Universe 

Sr. No. Company Name Rating TP (Rs) Share Price (Rs) 

1 Asian Paints Accumulate 1,522 1,479 

2 Avenue Supermarts Hold 1,338 1,359 

3 Britannia Industries Accumulate 3,068 2,602 

4 Colgate Palmolive Reduce 1,159 1,275 

5 Crompton Greaves Consumer Electricals BUY 297 225 

6 Dabur India Hold 437 444 

7 Emami Accumulate 386 310 

8 Future Retail BUY 512 395 

9 GlaxoSmithKline Consumer Healthcare Hold 7,972 7,473 

10 Havells India Reduce 566 661 

11 Hindustan Unilever Accumulate 1,816 1,690 

12 ITC  BUY 367 265 

13 Jubilant FoodWorks BUY 1,459 1,153 

14 Kansai Nerolac Paints Accumulate 479 434 

15 Marico  Hold 357 363 

16 Nestle India Hold 10,900 12,004 

17 Pidilite Industries Accumulate 1,301 1,290 

18 Titan Company BUY 1,173 1,047 

19 Voltas  Hold 609 601 

 

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. Amnish Aggarwal- MBA, CFA, Mr. Paarth Gala- B.Com  Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed 
in 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. 

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 recipient's 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 in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014 

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 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 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 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. Amnish Aggarwal- MBA, CFA, Mr. Paarth Gala- B.Com   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 o 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. 

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. 

Prabhudas Lilladher Pvt. Ltd. 
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209 

www.plindia.com | Bloomberg Research Page: PRLD <GO> 
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