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Over the last two years, brands have increased their RAC capacities and Amber has
transitioned itself from an RAC manufacturer to a solution-based EMS provider with higher
backward integration and strong component strategy (70% of RAC BOM in-house). This,
coupled with import substitution, augmented its wallet share from existing clients, as also new
client adds, leading to a 61% growth in FY23 (industry BOM +45%). The trend is likely to
sustain as backward integration by brands is likely to be limited to few components (heat
exchangers, sheet metals, etc.), and for a portion of their requirement, considering the
seasonality. Notably, components such as motors (60% imported), PCBAs (40% imports), efc.,
are areas where Amber could likely see benefits

Non- RAC scaling up at a strong pace

Mobility (Sidwal): The company has expanded its TAM by entering into gangways and plug
doors and is also one of the few vendors to be approved for Vande Bharat (won recent
orders). With Order Book (OB) of ¥7.6bn and sustained traction in existing coaches and new
areas, the segment is likely to see a 25% CAGR over the next two years.

Electronics (lljin & Ever): This arm is seeing a sharp growth on the back of import
substitution, along with diversification into areas such as refs (20% of BOM), Washing
Machines (15% of BOM), microwaves, telecom, wearables, etc. Further, own R&D setup will
aid in increasing the value addition to attract and onboard new clients. Accordingly, electronics
can see 30%+ CAGR, with margins improving towards 6-7%.

Motors: With 60% of motors being imported for RACs, this segment has huge scope to grow.
Concurrently, diversification into other applications and focus on exports (currently 12% of the
segment) will further augment growth (likely 30%+ CAGR).

Expanding HVAC solutions: Considering its expertise in cooling, Amber has forayed into
HVAC solutions for data centres, defence, missiles, etc., which can drive a meaningful
diversification in the next few years and open new avenues for growth.

Amber will continue to explore more opportunities to expand its business into new products
and geographies for new customers and secure higher wallet share.

Unseasonal rains in Apr-May’23 led to RAC demand being muted in Q1FY24.
Accordingly, the industry is likely to see +20% YoY decline. However, Amber’s non-
RAC and components businesses, which have seen client adds, wallet share increase,
etc., will continue to see growth, thereby helping improve performance for the quarter.

Exports will scale up meaningfully over the next 2-3 years

Amber focused on exports only over the past 2-3 years. The US and the Middle East are large
markets, where clients are seeking an alternate partner to a Chinese vendor. Amber has
developed products for these markets, wherein each country has its own specific BEE
equivalent ratings. With several prototypes and facility audits, positive signs of tiny orders have
started to trickle in. While current revenues are fairly low, they are likely to scale up
meaningfully by FY26.

Amber has invested heavily (~¥20bn over the past five years) to expand its faculties, as well
as improve its component ecosystem. Many of these factories were set up close to client
factories to drive customer stickiness and reduce logistics costs. However, due to muted
demand and under utilisation, RoCE was impacted, particularly over the past few days.
Nevertheless, as capex intensity slows down and utilisations improve, return ratios are
likely to trend upwards towards 15-20% in next 2-3 years.
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Important Data

Nifty 18,708
Sensex 63,097
CMP 32457.9
Market Cap () 382.8bn
. 2580 (03Aug22) /
52W HighLow 1763 (27Mar23)
Shares o/s (mn) 33.7
Daily Vol. (3M NSE Avg.) 738,294

Shareholding Pattern (%) — Mar'23

Promoter 40.3
Dlls 13.6
Flls 23.9
Public 22.2

Financials & Valuations

Particulars (X mn)

FY19 FY20 FY21

FY22

Operating Revenue 27,520 39,628 30,305 42,064

EBITDA 2129 3,093 2,203 2,754
EBITDA Margin (%) 7.7 78 13 65
Net Profit 937 1,584 816 1,092
EPS ) 278 470 242 324
RoE (%) 93 136 50 65
RoCE (%) 63 77 64 59
PIE (x) 884 523 1015 758
EV/EBITDA (x) 402 280 383 325
P/BV (x) 82 74 50 47
Particulars (¥ mn) FY23P FY24E FY25E
Operating Revenue 69,271 84,343 100,314
EBITDA 4179 5,081 6,251
EBITDA Margin (%) 6.0 6.0 6.2
Net Profit 1,572 1,954 2,731
EPS ) 46.7 58.0 81.1
RoE (%) 8.6 10.0 124
RoCE (%) 79 74 9.1
PIE (x) 527 424 303
EV/EBITDA (x) 224 16.7 13.7
P/BV () 4.2 39 35
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Amber’s market share has steadily risen to ~29% (including components)

o [ (B B (R

Market Size (Mn sets) 6.5 7.2 5.2 6.4

B4

RAL Industry size at Market Operating Price” 14,820 17,136 12,896 17,920

15,200

RAC Industry size at OEM [manufacturing

foot-frint) levelr 9,848 11,628 8,926 12,160

17,640

Amber Sales

(RAC + RAC C " 2,167 3,049 2,222 3229

5,154

Amber Market Share in
manufacturing footprint
(in Value terms)

Source — Company, Way2Wealth

Backward integration capabilities across players

1820% 1517% 78% 1820% 79%
Mkt share | RAC (FGassembly)| Compressors HE Sheet Plastic PCBA|  Motors CFF

Voltas 18-20% Part in-house v v v

LG 15-18% 100% In-house v

Daikin 12-14% 100% In-house v v v v v

Lioyd 12-14% 100% In-house| v v v

Bluestar 10-43%|  60-70% In-house v v

Hitachi 7-8% Part in-house v v v v

Amber NA vf’ v v v vf’ v v

P Electroplast NA v v v v v v

E-Pack MA v ¥ ¥ ¥ v v

Source — Company, Way2Wealth

White goods PLI - licenses to brands and details of investment commitments

Comipanies Investment (Rs mn) Remarks

Draikin 5,387 Export hub, incl compressor plant

LG 3,000 Compressor plant

Elue Star Climatech 1560 Sricity plant - HE, Sheet metals

Havells 1,127 Sri city plant - HE, Sheet metals, plastic moulding

Hitachi 1,007 HE, Sheet metals, CFF, plastic moukding

Violtas 1,000 HE, CFF, plastic moulding

IFB 570 Motors, HE, Sheet metal companents

Panasonic 500 Cortrol Assemblies, HE, Sheet Metal and Plastic Moulding components
Mitsubishi Electric 500 Cortrol Assemblies, Cross Flow Fan, HE

Source: Industry; HE=Heat Exchangers, CFF=Cross Flow Fans
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White goods PLI - licenses to EMS players and details of investment commitments

Investment

Companies (Rs mn)
Amber 4602
PGEL 3,210
E-pack Durable Pvt Ltd 3,000
ILJin (Amber subsidiary) 1673
Virtuoso Opto Electricals 505
East India Technologies =00

{subsidiary of Epack)

Remarks

Control Assemblies, motors, CFF, HE, sheet metal, plastic moulding components

Control Assemblies, CFF, HE, sheet metal components, plastic moulding components

Control Assemblies, motors, CFF, HE, sheet metal, plastic moulding components, display panels
Control Assemblies, motors, CFF

Control Assemblies, motors, CFF, Valves & Brass components, sheet metal, plastic moulding
components

CGontrol Assemblies, Sheet Metal, Plastic Moulding components

Source: Industry; HE=Heat Exchangers, CFF=Cross Flow Fans

White goods PLI - licenses to EMS players for control assemblies and details of their investment

Comipanies R=mn Remarks

Symma 210 Control Assemblies

Kaynes 500 Control Assemblies

Dixon 510 Control Assemblies

Napino Auto And Electronics 656 Control Assemblies

Bhagwati Products 610 Control Assemblies, GFF, Valves and brass compeonents, HE, Sheet metal, Plastic moulding
Lucas-TVS 340 Motors

VWD Techologies 510 Control Assemblies, Motors, Sheet metal, Plastic moulding

Virtuoso Optoelectronics 505 Control Assemblies, GFF, Valves and brass components, HE, Sheet metal, Plastic moulding
East India Technologies 500 Control Assemblies

Magnum Mi Stesl 500 Sheet Metal, Motors, HE, Sheet metal

Sun Home Appliances 500 Control Assemblies, Motors, CFF, HE, Sheet Metal, Plastic moulding

Source: Industry; HE=Heat Exchangers, CFF=Cross Flow Fans

VIEW - BOOK PROFITS

Amber is well positioned to service brands that are not adequately backward integrated and is
also shifting supply chain to India (import substitution). Further, diversification into non-RAC
components for fans, microwaves, refrigerators, etc., along with mobility (railways), telecom
and wearables/hearables, is driving a strong traction. The shift in strategy towards
components and uptick in demand will likely drive strong earnings growth momentum. Ramp
up of capacity utilisation and improvement in return ratios would be key triggers for the stock in
coming quarters. Short term investor intending to BOOK PROFITS can go ahead while long
term investors can continue to stay invested with the stock trading at P/E 30.3x
FY25E.(FY25E- RoE/ RoCE -12.4%/9.1%) as the growth prospects looks good on a longer

term horizon.
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Particulars FY19
Revenue 27,520
EBITDA 2,129
EBITDA Margin (%) 7.7
Net Profit 937
EPS ) 27.8
RoE (%) 9.3
RoCE (%) 6.3
Cash Balances 447
FCF (1,835)
Receivable Days 104
Inventory Days 88
Payable Days 148
Net Debt/ Equity (x) 0.3
PIE (x) 88.4
EV/EBITDA (x) 40.2
P/BV (x) 8.2
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Source - Company, Way2Wealth

FINANCIALS & FORECASTING
FY20 FY21 FY22
30,628 30,305 42,064
3,003 2,203 2,754
7.8 7.3 6.5
1,584 816 1,092
470 24.2 324
13.6 5.0 6.5
77 6.4 5.9
1203 2,899 5,626
1433 364 (1,729)
79 129 114
72 104 73
122 191 148
0.3 0.1 0.4
523 1015 758
28.0 383 325
74 5.0 47

FY23P
69,271
4,179
6.0
1,572
467
86
79
5,504
(3.416)
93

58

121
06
52.7
224
42

FY24E
84,343
5,081
6.0
1,954
58.0
10.0
74
5,732
1,511
105
66

150
0.5
42.4
16.7
39
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(Tmn)

100,314
6,251
6.2
2,731
81.1
124
9.1
12,713
4,842
96

63

147
0.5
30.3
13.7
3.5
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Disclaimer

Analyst Certification: |, Jayakanth Kasthuri the research analyst and author of this report, hereby certify that the views expressed in this research
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence
and objectivity in making any recommendations.

It is confirmed that Jayakanth Kasthuri, the author of this report has not received any compensation from the companies mentioned in the report in
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other
business. Neither Way2Wealth 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 profits that may arise from or in connection with the use of the information
contained in this report.

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.
Way2Wealth 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. The contents of this material are general and are neither comprehensive nor
appropriate for every individual and are solely for the informational purposes of the readers. This material does not take into account the specific
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth 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.
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may
be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves
about, and observe any such restrictions.

The report is based upon 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. Way2Wealth or any of its affiliates or employees makes no warranties,
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a
particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions
in it. Way2Wealth 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. The recipients of this report should rely on their own investigations. In no event
shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost
profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but
are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable
political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an
offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of
this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have
interest in securities / positions, financial or otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement AMBER ENTERPRISES LTD. as on 23 June 2023

Name of the Security AMBER ENTERPRISES LTD.
Name of the analyst Jayakanth Kasthuri
Analysts’ ownership of any stock related to the information contained NIL

Financial Interest

Analyst : No

Analyst’s Relative : Yes / No No

Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No

Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL

Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.

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

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way
guarantee performance of the intermediary or provide any assurance of returns to investors.
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