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A weak Q2; long-term story intact

Key Points

» Revenue came in at Rs2bn, missing our and street estimates and declining 41% YoY,
primarily due to a sharp drop in RAC sales amid weak seasonal demand and
unseasonal rains. EBITDA margin also fell short of expectations, contracting by
539bps YoY, owing to subdued product demand and higher inventory levels from the
previous quarter.

» RAC segment declined 76% YoY due to unseasonal rains and delays in GST rate
implementation, resulting in high carryover inventory and weak secondary sales.
Following the GST cut to 18%, the management said that demand had rebounded
sharply during Navratri and Diwali leading to normalized inventory levels, improved
channel movement, and strong momentum supported by better affordability and
sentiment.

» SDA segment grew 45% YoY, driven by strong orders across core and new products,
supported by robust pre-season demand for air fryers.

» Components: This segment surged 73% YoY, supported by a robust order
pipeline for PCBs, copper parts, and plastic molding components.

» LDA segment surged 466% YoY on a low base, driven by coolers and top-load
washing machines. Production, delayed for three quarters, has now picked up pace
with front-load and semi-automatic models under development.

» We maintain our BUY rating on EPACK Durable with a revised target price of Rs413,
valuing the stock at 30x Sep-27E EPS, a multiple we consider fair given its strong
growth visibility. With the Hisense facility set to begin mass production by Q4FY26,
the company is well-positioned for a sharp rebound in FY27E. We expect a 28%
revenue CAGR over FY25-28E, supported by an improving product mix, better
operating leverage, and sustained momentum in the SDA, LDA, and components
segments. The Hisense JV, focused on exports, further strengthens EPACK’s growth
profile by reducing dependence on the domestic market, reinforcing our positive view
on its medium-term outlook.

Weak Q2 but recovery signs emerging: EPACK Durable reported a weak Q2FY26,
missing estimates amid a sharp slowdown in the RAC segment caused by unseasonal
rains and the lag between the GST rate cut announcement and its implementation, which
kept channel inventories elevated for most of the quarter. The RAC industry declined nearly
35% in H1FY26, weighing on volumes and margins. Operating revenue fell 43.4% YoY,
while EBITDA dropped to Rs53mn with margins at just 0.3%, primarily due to negative
operating leverage. Encouragingly, demand improved toward late September and during
the festive season, aiding inventory normalization. Management expects recovery to
continue into H2, though RAC growth for FY26 is likely to remain flattish, with stronger
momentum expected from CY26. Margin performance in SDA, components, and LDA
remained resilient; as capacity utilization improves, inventory stabilizes, and BEE-linked
price hikes of 5-7% for RAC flow through from January, the management anticipates a
meaningful margin recovery in H2 and beyond.

Strong momentum in non-RAC segments: EPACK Durable’s diversification strategy of
reducing its dependence on the RAC segment is paying off. The SDA division grew 45%
YoY, supported by strong order inflows and robust demand for new-age products such as
air fryers, vacuum cleaners, coffee makers, nutritional blenders, and infrared cooktops. The
components segment surged 73% YoY, driven by a healthy pipeline in PCBs, copper parts,
and molded plastics, while LDA posted a sharp 466% YoY increase on a low base, aided
by the gradual ramp-up in washing machine production and onboarding of four new
customers in Q2, with a target of 15 additions in FY26.
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Company Data and Valuation Summary

Reuters: EPAC.BO
Bloomberg: EPACK IN
Mkt Cap (Rsbn/US$mn): 32.1/364.0
52 Wk H /L (Rs): 674 /316
ADTV-3M (mn) (Rs/US$): 109.6 /1.2
Stock performance (%) 1M/6M/1yr: (6.8)/(5.4)/(26.3)
Nifty 50 performance (%) 1M/6M/1yr: 40/3.41/5.0

Shareholding 4QFY25 1QFY26 2QFY26
Promoters 48.0 48.0 47.9
Dlls 6.6 5.5 5.9
Flis 1.6 0.4 15
Others 43.8 46.0 44.7
Pro pledge 15.7 7.6 7.6

Financial and Valuation Summary

Particulars (Rsmn) FY25 FY26E FY27E FY28E
Net Sales 21,709 23,498 32,663 45,619
Growth YoY (%) 52.9 8.2 39.0 39.7
Gross Margin (%) 16.3 18.0 18.3 18.3
EBITDA 1577 1592 2,435 3,543
EBITDA Margin (%) 7.3 6.8 7.5 7.8
Adj. PAT 551 446 1,029 1,610
Growth YoY % 559 (19.1) 130.7 56.5
Adj. EPS (Rs) 5.8 4.7 10.7 16.8
RoCE (%) 6.5 4.8 8.6 11.4
ROE (%) 6.0 4.6 9.8 13.6
RolC 6.9 4.9 8.6 11.4
P/E 58.0 71.7 31.1 19.9
EV/EBITDA 20.3 20.1 13.1 9.0
P/B 3.4 3.2 2.9 25

Source: Company, Bloomberg, Nirmal Bang Institutional Equities
Research
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Hisense JV nears launch; set to drive export-led growth: The Hisense joint venture marks a major
strategic milestone for EPACK Durable. The facility is now fully ready with trial production and
regulatory approvals already in place. Mass production is slated to commence by end-December or
early January, starting with room air conditioners (RACs) based on Hisense’s proven global designs.
These units will primarily cater to export markets such as the Middle East and Africa, reducing
dependence on the domestic RAC cycle. The Phase-1 capex of Rslbn has been completed, and
subsequent phases will extend into washing machines—including top-load, front-load, and semi-
automatic models—by end-FY26, further broadening EPACK’s manufacturing portfolio and customer
reach.

What does the medium-to-long term outlook look like?: We expect revenue split from RAC:
SDA+LDA+components to shift to ~65:35 levels by FY28E (the management guidance is at ~60:40)
from the current ~70:30 levels in FY25. This is when we expect meaningful contribution to flow into the
margin from high-margin SDA and LDA businesses. We remain positive on EPACK’s growth story
over the medium-to-long term.

Exhibit 1: Quarterly performance

Particulars (Rsmn) 1Q25 2Q25 3Q25 4Q25 1Q26 2Q26 3Q26E 4Q26E FY25 FY26E ‘
Net Sales 7,737 3,771 3,768 6,432 6,624 2,133 5,276 9,466 21,709 23,498

YoY Change (%) NA NA NA NA (14.4) (43.4) 40.0 47.2 (7.8) (6.8)
Gross Profit 1,081 551 673 1,227 1,037 335 897 1,961 3,531 4,230

Margin (%) 14.0 14.6 17.9 19.1 15.7 15.7 17.0 20.7 16.3 18.0
EBITDA 517 96 241 721 546 5 379 661 1,577 1,592

YoY Change (%) NA NA NA NA NA NA NA NA NA NA

Margin (%) 6.7 25 6.4 11.2 8.2 0.3 7.2 7.0 7.3 6.8
Depreciation 113 116 121 124 127 135 157 292 474 712
Interest 140 137 124 137 159 202 156 (19) 539 498
Other income 61 47 49 55 57 62 56 39 211 213
Extraordinary Iltems 0 - - - 0 0) - - - -
PBT (bei) 325 (110) 44 515 317 (270) 121 426 774.14 594.74
PBT 325 (110) 44 515 317 (270) 121 426 774 595
Tax 89 (32) 10 126 86 (64) 30 97 193 149

ETR (%) 27.4 29.1 22.2 24.4 27.0 23.8 25.0 22.8 24.9 25.0
Reported PAT 234 (85) 25 377 229 (222) 91 329 551 446
Adj. PAT 234 (85) 25 377 229 (222) 91 329 551 446

YoY Change (%) NA NA NA NA (22) 1620 262.6 (12.7) NA NA
Adj. EPS (Rs) 25 (0.8) 0.4 4.1 2.4 (2.1) 0.9 3.4 5.8 4.7

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 2: Consolidated performance

Particulars (Rsmn) YoY (%) QoQ (%) 1HFY25 1HFY26 YoY (%)
Net Sales 3,771 6,624 2,133 -43% -68% 11,508 8,757 -24%
Gross Margin (%) 15 16 16 111.4 7.3 14% 0.1 -0.2
EBITDA 96 546 5 -94% -99% 613 552 -10%
EBITDA Margin (%) 25 8.2 0.3 -229.8 -799.6 5% 0.1 1.0
Adj. PAT (85) 229 (222) 162% -197% 149 6 -96%
Adj. PAT Margin 3% 3% -10% -13.9 -13.9 1% 0% -1.2
Adj. EPS (Rs) (0.8) 24 (2.1) 164% -189% 1.7 0.3 -83%

Source: Company, Nirmal Bang Institutional Equities Research
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Exhibit 3: Actual performance vs NBIE and consensus estimates

2QFY26 ( Rsmn) EES VAR (%) VAR (%)
Net Sales 2,133 3,600 -41% 3,811 -44%
EBITDA 5 200 -97% 201 -97%

EBITDA Margin (%) 0.3 5.6 (539) bps 5.3 (502) bps
Adj. PAT (222) (30) NA -40 NA

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 4: Change in our estimates

Changes in Estimates

Description | FY26E | FY27E |
(Rsmn) New Change (%) New Change (%)
Net Sales 25,335 23,498 (7.2) | 35,464 32,663 (7.9)
EBITDA 1,922 1,592 (17.2) | 2,673 2,435 (8.9)
EBITDA Margin (%) 7.6 6.8 (81) bps 75 75 (8) bps
Adj. PAT 737 446 (39.4) | 1,209 1,029 (14.9)
Adj. EPS (Rs) 7.7 4.7 (39.4) 12.6 10.7 (14.9)

Source: Company, Nirmal Bang Institutional Equities Research

Key highlights

Management commentary and outlook

¢ Management indicated that Q3FY26 began on a muted note due to extended monsoon
activity, though steady channel movement is expected to sustain demand through the quarter.

e The company expects a rebound in AC industry growth in H2FY26, supported by normalized
weather conditions and improved secondary sales.

e For FY26 as a whole, the management expects the overall AC industry to remain flattish, given
the steep over 35% decline seen in H1, which is difficult to recover within the year.

¢ EPACK'’s diversification into SDA, LDA, and other categories is expected to drive overall
growth for FY26, cushioning the impact of the AC industry slowdown.

¢ Management expressed a very bullish outlook for CY26, highlighting a robust order book for
Jan—Dec ’26, with confirmed orders from most major brands.

The company remains on track with its plan to double overall manufacturing capacity by FY27.

e From 1-Jan-26, new BEE rating norms will come into effect, leading to expected RAC price
hikes of 5—7%, driven by revised efficiency standards, higher dollar rates, and a 15-20% rise
in copper prices.

e These price hikes will largely offset the benefit previously passed on to customers due to the
GST reduction.

Production of new star-rated AC models will commence from mid to end of Dec-25.

EPACK Durable Ltd



% NIRMAL BANG Institutional Equities

Segment

e The RAC segment declined 76% QoQ in Q2FY26, though it continued to contribute around
79% of the total operating revenue, reflecting its core business strength.

e The SDA segment grew 45% QoQ, supported by strong order inflows across air fryers,
vacuum cleaners, coffee makers, infrared cooktops, and nutri blenders, along with the addition
of several key new customers.

e The component segment reported 73% QoQ growth, driven by a robust order pipeline for non-
AC components and significant traction from the energy meter sector, where EPACK supplies
molded parts and casings.

e The LDA segment recorded an exceptional 466% QoQ growth on a low base, led by coolers
and top-load washing machines. Washing machine production, delayed by three quarters, has
now gained momentum with front-load and semi-automatic models in development.

Capex
e EPACK incurred approximately Rs1.29bn in capex during Q2FY26 and Rs1.75bn during
H1FY26.

e The total planned capex remains in the Rs4.5-5.0bn range.

e The Hisense facility, with a total investment of about Rs1bn, is nearly complete. Phase 1 for
AC production is ready with mass production scheduled for late December or early January.

¢ Phase 2, covering washing machines (top load, front load, semi-automatic), is planned to
begin production by the end of Q1FY27 (April-May).

¢ The company projects cumulative revenue of around Rs80bn (US$$1bn) over five years from
products under this dedicated setup.

e The Sri City expansion entails a planned outlay of Rs2.25bn, including Rslbn for building
infrastructure (to be leased to the Hisense JV), Rs0.5bn for washing machine tooling and
ramp-up, and Rs0.8bn for new components and controllers.

Financials

¢ Revenue from operations in Q2FY26 stood at Rs2.13bn, a 43% QoQ decline, with EBITDA of
Rs0.05bn and an EBITDA margin of 0.23%, resulting in a net loss of Rs0.22bn.

e For H1FY26, revenue was Rs8.76bn, down 24% YoY, with a marginal net profit of Rs0.06bn.

e Total borrowings stand at around Rs6.8bn with Rs1.26bn cash on books, leading to a net debt
position of approximately Rs5bn.

e Working capital utilization increased in H1IFY26 due to high paid inventory from Q1 and
reduced payable days; the management expects improvement in H2 as inventory liquidation
continues.

e Channel inventory reduced sharply by nearly 50% in Q2FY26, declining from about 5mn units
at the end of Q1 to 2.5-3mn units by the end of Q2.

EPACK Durable Ltd
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a relationship beyond broking

Exhibit 5: Revenue trend Exhibit 6: EBITDA trend
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Exhibit 7: Adj. PAT trend Exhibit 8: 1HFY26 revenue contribution
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Exhibit 9: Strategic capital investment by end of Q2FY26-27

Locaton " Tiesment(zom) | Gar20 Updat (e

EDL Dehradun 200 2
EDL Bhiwadi 1,250 356
EDL Sricity 2,250 399
New Sricity Plant through EMPTL (WOS) 1,000 532

Source: Bloomberg, Nirmal Bang Institutional Equities Research
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Exhibit 10: Income statement Exhibit 11: Cash flow
Y/E March (Rsmn) FY24 FY25 FY26E FY27E FY28E Y/E March (Rsmn) FY24 FY25 FY26E FY27E FY28E
Net Sales 14,196 21,709 23,498 32,663 45,619 PBT 492 551 595 1,372 2,147
% growth (7.8) 52.9 8.2 39.0 39.7  Depreciation 355 474 712 684 744
Gross Profit 2,296 3,531 4,230 5,977 8,348 Other adjustments 395 506 R - -
Gross Margin (%) 16.2 16.3 18.0 18.3 183 change in Working capital 1,424 (1,182) 3,700 107 (30)
Staff cost 482 692 997 1,426 2,053 Tax paid 96 37 149 343 537
% of sales 3.4 32 42 4.4 45 Operating cash flow 2570 313 4858 1820 2,324
Other Expenses 653 1262 1641 2116 2751 . iital expenditure () (1,566) (1,126) (4,000) (1,000) (1,000)
% of sales 4.6 58 70 6.5 80 kree cash flow 1,003 (814) 858 820 1,324
EBITDA 1,162 1,577 1,592 2,435 3,543 . . o
% growth 133 358 0.9 3.0 455 Other investing activities (2,200) 181  (182) (931) (1,316)
EBITDA margin (%) 8.2 o o8 75 - Investing cash flow (3,766)  (946) (4,182) (1,931) (2,316)
Depreciation 355 474 712 684 744 ~ 'SSuance of share capital 4,000 ” ” ) )
EBIT 807 1,103 880 1,751 2.800 Movement of Debt (1,773) 386 452 1,423 2,012
Interest 389 539 498 613 g0  Dividend paid (incl DDT) - - - - -
Other Income 89 211 213 234 257 Other financing activities (561)  (680) 0 - -
PBT (bei) 507 774 595 1,372 2,147 Financing cash flow 1,666 (294) 452 1,423 2,012
PBT 507 774 595 1,372 2,147 Netchangein cash flow 469  (927) 1,128 1,313 2,020
Effective tax rate (%) 27.3 24.9 25.0 25.0 25.0 Opening cash 755 1,071 144 1,272 2,585
PAT 368 582 446 1,029 1,610 Closing cash 1,071 144 1,272 2,585 4,604
Adj PAT 354 551 446 1,029 1,610  Source: Company, Nirmal Bang Institutional Equities Research
% growth 55 55.9 (19.1) 130.7 56.5
Source: Company, Nirmal Bang Institutional Equities Research Exhibit 13: Key ratios
Exhibit 12: Balance sheet Y/E March FY24 FY25 FY26E FY27E FY28E
Adjusted EPS 3.7 5.8 4.7 10.7 16.8
Y/E March (Rsmn) FY24 FY25 FY26E FY27E  FY28E Book value 93.1 99.4 104.0 114.8 1316
Share capital 958 960 960 960 960 DPS 0.0 0.0 0.0 0.0 0.0
Reserves 7,964 8559 9,005 10,034 11,644  ygyation (x)
Net worth 8,922 9,518 9,965 10,994 12,604 p/sales 23 15 1.4 1.0 0.7
Short-term Loans 2,696 3,371 3,649 5,072 7,084  EV/EBITDA 27.5 20.3 20.1 131 9.0
Long-term Loans 618 326 500 500 500 PI/E 90.5 58.0 71.7 31.1 19.9
Total debt 3,314 3,697 4,149 5572 7,584 P/BV 3.6 3.4 3.2 2.9 2.5
Net debt 2243 3255 2578 2,689 2,681 Returnratio (%)
- RoCE 5.8 6.5 4.8 8.6 11.4
%E'T';'QS rewnent 613 425 68> 864 1118 ROCE (Pre- Tax) 7.9 8.7 64 114 152
Total Equity & Liabilities 12,849 13,641 14,798 17,430 21,306 ROE 5.9 6.0 4.6 9.8 13.6
Gross Block 6,775 6,897 10,897 11,897 12,897 ReiC 6.4 6.9 4.9 8.6 11.4
Depreciation 0 0 712 1,396 2,139  Pprofitability ratio (%)
Net Block 6,775 6,897 10,185 10,502 10,758 Gross Margin 16.2 16.3 18.0 18.3 18.3
CWIP 266 582 630 876 1,223  EBITDA margin 8.2 7.3 6.8 7.5 7.8
Other non-current assets 633 1,835 2229 3,093 4,316 PATmargin 25 2.5 19 3.2 3.5
Investments 0 0 0 0 o Liquidityratios (%)
Trade receivables 2124 2980 3541 4743 6624 Curentrato s 1109 09 09
Inventories 3,782 5807 5150 7,159 9,999 Quick ratio 0.8 05 05 0-5 05
Solvency ratio (x)
Cash & Cash Equivalents 1,071 442 1,571 2,883 4,903 Net Debt-Equity 03 03 03 02 0.2
Other Current assets 3,028 1,359 1,471 2,045 2,856 Turnover ratio
Total Current assets 10,004 10,589 11,733 16,830 24,382 Fixed asset turnover ratio (x) 21 3.1 213 3.1 4.2
Trade payables 4,156 5,389 5,150 7,159 9,999 Debtor days 55 50 55 53 53
Other current liabilities 673 874 4,828 6,712 9,374 Inventory days 97 98 80 80 80
Total current liabilities 4,829 6,263 9,979 13,871 19,372 Creditors days 107 91 80 80 80
Total Assets 12,850 13,641 14,798 17,430 21,306 Net Working capital days 45 57 55 53 53
Source: Company, Nirmal Bang Institutional Equities Research Source: Company, Nirmal Bang Institutional Equities Research
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Rating Track

Date Rating Market price (Rs) Target price (Rs)
26 March 2025 Buy 344 504
29 May 2025 Buy 376 504
21 July 2025 Buy 363 468
6 November 2025 Buy 334 413
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private
circulation. NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having
Registration no. INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India
Limited and BSE Limited in cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore
may, at times, have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing
/ dealing in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in
the subject company. NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at
the time of publication of the research report with the subject company. NBEPL or its associates or Analyst or his
relatives do not hold beneficial ownership of 1% or more in the subject company at the end of the month immediately
preceding the date of publication of this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of
securities of the company covered by Analyst during the past twelve months. NBEPL or its associates have not
received any compensation or other benefits from the company covered by Analyst or third party in connection with
the research report. Analyst has not served as an officer, director or employee of Subject Company and NBEPL /
analyst has not been engaged in market making activity of the subject company.

Analyst Certification: I, Arshia Khosla, research analyst the author of this report, hereby certify that the views
expressed in this research report accurately reflects my personal views about the subject securities, issuers,
products, sectors or industries. It is also certified that no part of the compensation of the analyst was, is, or will be
directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst is
principally responsible for the preparation of this research report and has taken reasonable care to achieve and
maintain independence and objectivity in making any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

HOLD -5% t014%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is
not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in
or refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and
particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any
way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as
customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a
state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBEPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL
or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the
information contained in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fithess for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its
clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the
advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The
price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks
inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the
value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL
accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation
to this research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether
direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information
contained in this report.

Copyright of this document vests exclusively with NBEPL.

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

Our reports are also available on our website www.nirmalbang.com
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