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PG ELECTROPLAST (PGELEC)

CMP: X536 Target X 720 (34%)

Capacity expansion to sustain growth, profitability set to improve...

About the stock: PG Electroplast (PGEL) is a diversified electronics manufacturing
services (EMS) and plastic injection moulding company with strong footholds across
consumer durables space, including Room air conditioners (RAC) with early teens
market share, washing machines (WM), TVs and automotive parts, serving as both
an OEM and ODM player for 70+ Indian and global brands.

Particular Amount
Q2FY27 performance: PGEL reported in line set of results with Q2 being seasonally  \arket Cap  Crore) 15,382
modest quarter. Revenue was recorded at X934 cr, up 43% YoY (down 54% QoQ). Q2FY27 Debt (% Crore) 714
Gross margins declined by 389 bps YoY to 17.8% owing to elevated commodity prices ~ Q2ry27 Cash (% Crore) 423
while it improved by 327 bps QoQ as price hikes were being passed on. EBITDA  EV g Crore) 15,673
margin came at 6.4%, up 181 bps YoY while down 89 bps QoQ. However, EBITDA 52 Week H/L }) 645/ 437
per unit largely remained stable. Equity Capital (X Crore) 28.6
. Face Value 1

Investment Rationale:

¢ Revenue growth to remdin robust, driven by capacity expansion and m

strong order book: PGEL’s strong Q2FY27 performance was supported by Promoter 434 434 434 432

both volume growth and realisation increase. RAC revenue grew at decent - 106 08 9o 07
22% YoY, though lower than expected as primary sales was modest in Q2 oIl 227 245 239 266
vs secondary sales while strong order book for PG is slated for H2. For the
full year, management expects RAC volumes to grow ~20%+ YoY to 2.1 to
2.2 mn units along with price hikes of ~15% taken since January. Washing
machine business grew by strong 61% YoY in Q2 and is on track for 40-
50% growth for FY27E. Besides, Q2 growth was specifically boosted by
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low margin electronics segment that had sharp spike in realisation owing
to memory component. Going ahead, upcoming facilities and entry into
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refrigerator segment shall also aid revenue growth. We expect revenue to
0 o

grow ~30% CAGR over FY26-FY28E backed by healthy order book, low oa-z3  0d-24 02 0%
channel inventory and capacity expansion across product categories. ——NIFTY i)

e Backward integration and operating leverage shall support
profitability: PGEL's all capacity expansions are in line and are expected
through FY27E, majority part being the refrigerator and AC compressor
manufacturing. Trial production at compressor facility is planned by
November and mass production expected by January-February 2027. The
initial capacity is expected to be ~1.5mn compressors annually, primarily
for captive consumption, strengthening backward integration and
reducing dependence on imports. Separately, the refrigerator plant is
expected to scale up in FY28E, while the company continues to focus on
R&D, product development and operational efficiency. Q2FY27 margins
came at 6.4% owing to higher growth from electronics business (low
margin) however EBITDA per unit remained largely stable. We expect
gradual profitability improvement as pricing adjustments, capacity
utilisation and backward integration benefits materialise.

Rating and Target Price:

PGEL’s overall business is expected to remain healthy with ~30% revenue CAGR
along with margin improvement. As company implements price hike which coupled
with operating leverage and backward integration shall aid profitability. We expect
51.4% PAT CAGR over FY26-28E. Maintain BUY rating on the stock with a target
price of X720, valuing it at PE of 48x FY28E EPS.

——PGEL [RHS)

(i) Seasonality risk
(ii) Execution delays

(iii) Geopolitical uncertainties

Jaymin Trivedi
jaymin.trivedi@icicisecurities.com

Kirankumar Choudhary
kiran.choudhary@icicisecurities.com

Saksham Mathur
saksham.mathur@icicisecurities.com

L=
O
—_
O
Q
0
Q

o
>

=
=)
(on

L

o

+—
(&)

o

|
0
Q
=
—
=)
O
()
wn
O
S

(X crore) FY23 FY24 FY25 FY26 3 Year CAGR FY27E FY28E 2 Year CAGR
Net Sales 2,148 2,747 4,870 5,288 35.0 6,933 8,893 29.7
EBITDA 164 262 484 387 33.0 501 750 39.2
EBITDA margin (%) 7.6 9.5 9.9 73 7.2 8.4
Net Profit 66 135 288 197 44.2 259 451 51.4
Diluted/Adjusted EPS (X) 29 52 10.2 6.8 8.8 15.0
P/E(x) 185.8 103.3 52.7 787 61.0 357
EV/EBITDA (x) 77.5 54.2 30.1 40.5 32.0 218
RoCE (%) 13.2 15.0 13.8 9.5 10.4 14.4
RoE (%) 16.6 13.0 10.2 6.5 7.9 122

Source: Company, ICICI Direct Research
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Q2FY27 & H1FY27 Earnings call highlights

(i) Q2FY27 performance

o PGEL's Q2FY27 performance remained in line with Q2 being a
seasonally modest quarter. Revenue grew by 43% YoY to X 934 crore,
while EBITDA margin came at 6.4%, up 181 bps YoY while down 88 bps
QoQ. However, EBITDA per unit largely remained stable.

o Products business (ACs, washing machines and coolers) reported
growth ~43% YoY to X454 crore, while electronics segment reported
strong growth ~140% YoY to X251 crore and lastly others (plastic
moulding) segment remained flat YoY at X225 crore.

o Margins remained impacted by elevated commodity prices and rupee
depreciation, with higher copper, aluminium, plastics and
semiconductors costs being passed on to customers. Additionally, the
higher contribution from electronics business, particularly TV
motherboards, impacted the gross margins due to rising memory prices
and a relatively lower margin profile. Management reiterated that per-
unit EBITDA remained broadly stable, as the company earns a fixed
conversions margin per unit rather than a percentage of sales.

o RAC volumes grew ~20-22% YoY in H1FY27, while full year volume
growth is expected at ~20-25%. Although Q2 volume growth remained
largely flat YoY, secondary sales across the industry were strong and
channel inventory remained lower than last year. Management
highlighted a healthy order book for second half, with volume growth
expected to improve in H2FY27, including early teens growth in Q3 and
a stronger Q4.

o Washing machine business witnessed strong growth, with H1FY27
revenue increasing ~60.7% YoY to X 500 crore. Management expects
full year growth of ~40-50%, supported by strong order book visibility
and ramp up of the newly commissioned Greater Noida facility.

o Refrigerator expansion at Sri City remains on track, with trial
production expected to commence in Jan-Feb’27 and commercial
production target from Q4FY27. The facility will have an annual
capacity of ~1.2mn units in Phase-1, covering direct-cool and side-by-
side refrigerators, followed by frost-free and multi-door models in
Phase-2. Management is targeting production of ~0.7mn units in FY28,
supported by an anchor customer and soft commitments from
additional customers.

o Compressor project at Supa, Maharashtra is progressing as planned,
with trial production expected by end-Nov’'26 and mass production
targeted for Jan-Feb’27. The initial capacity of 2mn units will primarily
cater to in-house requirements, with production targeted at ~1.5mn
units in CY27. Management may consider adding a second line in Apr-

May’27, depending on demand and ramp-up. Further, restrictions on
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compressor imports beyond March 2027 are expected to support
domestic manufacturing and localisation.

o Goodworth Electronics, the company’s |V, reported H1FY27 revenue of
X623.8 crore versus X483.4 crore in H1FY26, with EBITDA increasing to
R22.7 crore from X10.3 crore. Growth was largely driven by the TV
business, with higher component prices contributing to revenue growth.
Management expects full-year revenue of ~X800-900 crore, although
TV demand remains sensitive to price increases.

(ii) Future outlook

o Management remains confident about H2FY27, supported by a strong
order book across RAC, washing machines and electronics. Full-year
RAC volume growth is expected at ~20-25%, with deliveries targeted
at ~2.1-2.2mn units versus ~1.7mn units in FY26.

o Commodity cost pass-through remains an ongoing process, with price
increases implemented in January, April and October 2026, and another
increase planned from January 2027 based on average commodity
costs for October-December. Management expects cumulative average
price increases of ~15% by January, largely reflecting higher input costs
and rupee depreciation. EBITDA margins are expected to improve
moderately in H2FY27 due to seasonality, operating leverage and PLI
recognition, with management continuing to focus on controlling
conversion costs.

o Capexfor FY27 remains on track at ~X400 crore, with most expenditure
already incurred or paid. Management expects FY28 capex to moderate
to ~X150-200 crore, with the focus shifting towards consolidating
existing operations, ramping up recently commissioned facilities,
restoring profitability and improving capital efficiency rather than
pursuing substantial new projects.

o Incentive income is expected to support profitability, with management
indicating FY27 PLI incentives of over X70 crore. For FY28, total
incentives were indicated at approximately X105-110 crore, including
PLI incentives from PG Technoplast and Next Generation
Manufacturers Private Limited (NGM), along with state government
incentives. PG Technoplast is expected to receive ~X60 crore in PLI
incentives in FY28, while state incentives of ~X28-30 crore annually are

expected to continue for the next 10 years.
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Q2FY27 Q2FY26 YoY Q1FY27 QoQ (%) Comments

AC business grew 22% YoY, washing machine
Revenue 933.9 655.4 42% 2,034.0 -54%  business witnessed strong growth 60% YoY and
Electronics division grew by 140% YoY.

Other Income 9.4 14.6 -36% 8.0 17%

Total Income 943.2 670.0 41% 2,042.0 -54%

Gross profit 165.7 141.8 17% 294.4 -44%

Gross margin % 17.7 216 -389bps 145  327bps Crossmargins remained impact owing to commodity
cost inflation & segmental mix

Operating Exp. 44.9 56.4 -20% 57.0 -21%

Employee Exp. 61.1 55.3 10% 89.2 -32%

Total Exp. 105.9 111.7 -5% 146.2 -28%

EBITDA 59.8 30.1 99% 148.2 -60%

EBIDTA % 6.4 46 181 bps 73 -89 bps EBITDA m_arglns_expan_ded YoY owing to operating
leverage kicking in against low base of last year.

Depreciation 28.1 21.6 30% 26.5 6%

Finance cost 26.1 16.7 56% 353 -26%

PBT 14.9 6.3 136% 94.4 -84%

Share of |V 4.6 0.4 NM 0.9 NM  Goodworth electronics profitability improved

Tax 5.8 3.9 48% 19.1 -69%

PAT 13.7 2.8 395% 76.2 -82%

Source: Company, ICICI Direct Research
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Financial summary

(Year-end March) Fy25  Fy26 FY27€ FY28E (Year-end March) FY25 FY26 FY27E FY28E
Revenue 4,870 5,288 6,933 8,893

Profit after Tax 291 194 252 427
% Growth 77.3 8.6 31.1 28.3
Other income 35 55 54 57 Depreciation 66 88 112 136
Total Revenue 4,905 5,343 6,987 8,951 Interest 89 102 128 114
Employee Expenses 273 297 354 445 Cash Flow before WC changes 446 383 492 677
Other expenses 4,113 4,604 6,078 7,698 (Inc)/dec in Current Assets -1,551 -654 -356 -807
Total Operating Expenditure 4,385 4,901 6,432 8,143 Inc/(dec) in CL and Provisions 1,074 393 346 552

Others -187 -221 -103 -175
Operating Profit (EBITDA) 484 387 501 750

Net CF from Operating activities -219 -98 379 247
% Growth 84.8 -20.1 29.4 49.8

(Purchase)/Sale of Fixed Assets -430 -733 -400 -200
Interest 89 102 128 114
PBDT 395 285 373 636 Others -3 -3 -9 -1
Depreciation 66 a8 112 136 Net CF from Investing activities -433 -735 -409 -211
PBT before Exceptional Items 330 197 261 500 Dividend -23 -7 13 21
Total Tax 74 58 63 107 Others 1,471 246 232 -81
PAT before MI 288 197 259 451 Net CF from Financing Activities 1,448 239 245 -60
Adjusted PAT 288 197 259 451 Net Cash flow 797 595 214 24
% Growth 1132 317 3L6 741 Opening Cash/Cash Equivalent 182 980 389 603
EPS 10.2 6.8 8.8 15.0

Closing Cash/ Cash Equivalent 980 385 603 579

Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

(Year-end March) FY25 FY26 FY27E FY28E (Year-end March) FY25 FY26 FY27E FY28E
Equity Capital 28 29 29 29 Per Share Data (%)
Reserve and Surplus 2,800 3,020 3,260 3,665 EPS 10.2 6.8 88 15.0
Total Shareholders’ funds 2,828 3,049 3,288 3,694 Cash per Share 34.6 135 205 19.3
Minority Interest - - - - BV 99.9 105.6 1117 123.0
Total Debt 384 597 854 815 Dividend per share 0.4 0.4 0.5 0.7
Other liabilities 26 48 59 74 Dividend payout ratio (%) 39 5.9 5.7 47
Total Liabilities 3,239 3,693 4,201 4,583 Operating Ratios (%)

EBITDA Margin 9.9 7.3 7.2 8.4
Gross Block 1,357 1,848 2,461 2,711 PAT Margin 5.9 3.7 3.7 5.1
Acc: Depreciation 221 309 421 556 Return Ratios (%)
Net Block 1,136 1,540 2,040 2,154 RoE 10.2 6.5 7.9 12.2
Capital WIP 74 312 100 50 RoCE 1338 9.5 10.4 14.4
Total Fixed Assets 1,210 1,852 2,140 2,204 Valuation Ratios (x)
Non-Current Assets 157 277 263 334 EV/EBITDA 30.1 40.5 32.0 21.8
Inventory 1,316 1,601 1,841 2,188 P/E 52.7 78.7 61.0 35.7
Debtors 980 1,184 1,456 1,779 Market Cap / Sales 31 29 23 1.8
Other Current Assets 477 643 487 625 Price to Book Value 5.4 5.1 4.8 4.4
Cash 980 389 603 579 Working Capital Management

Ratios
Total Current Assets 3,754 3,818 4,388 5171 Inventory Days 97.9 109.4 96.2 89.2
Current Liabilities 1,882 2,254 2,591 3,127 Debtors Days 73.0 80.9 76.1 72.5
Net Current Assets (Ex Cash) 2,851 1,953 2,401 2,624 Creditors Days 102.3 120.0 1111 103.6
Total Assets 3,239 3,693 4,201 4,583 Asset turnover 36 29 28 33
Source: Company, ICICI Direct Research Solvency Ratios

Debt / Equity 0.1 0.2 0.3 0.2

Current Ratio 1.5 1.6 15 15

Quick Ratio 0.8 0.8 0.8 0.8

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct Research

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey
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ANALYST CERTIFICATION

I/We, Jaymin Trivedi, PGDBM, Kirankumar Choudhary, Chartered Accountant, Saksham Mathur, PGDM 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. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the
companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
- INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock’s price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for
securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

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

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.
ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Atrtificial Intelligence tools for preparation of this Research Report

SEBI Guidelines for Research Analyst (RA) requires all RAs to disclose terms and conditions pertaining to Research Services to all clients. Please go through the “Mandatory terms and
conditions” and “Most Important Terms and Conditions”.
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