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February 13, 2023 

CMP: | 2143  Target: | 2375  (11%)    Target Period:  12- 15  months  

Thermax (THERMA) 

 HOLD 

 

Margins to stabilise… 

About the stock: Thermax Ltd (Thermax) offers integrated solutions in the areas of 

energy and environment – heating, cooling, power, water & waste management, air 

pollution control and chemicals. 

 It operates in three key segments energy (~70.7% of FY22 revenue), 

environment segment (~20.6%) and chemicals segment (~8.7%) 

 Focus to increase product & services share (~50% in FY22) vs. projects 

Q3FY23 Results: Thermax reported decent Q3FY23 results. 

 Consolidated revenue at | 2049.3 crore, up 27% YoY, on better execution 

 EBITDA came in at | 161.1 crore, up 42.4% YoY, with improved margins of 

7.9% thanks to lower commodity inflation 

 Adjusted PAT came in at | 126.4 crore, up 59.1% YoY 

 Order inflows for Q3FY23 were at | 2204 crore, de-grew 10% YoY. The order 

inflow last year was higher due to an order worth | 830 crore for FGD 

What should investors do? Strong balance sheet, prudent working capital 

management, recent technological tie-ups, are expected to support growth 

 We remain long term positive on the stock maintain our HOLD rating 

Target Price and Valuation: We value Thermax at | 2375 i.e. 40x on FY25E EPS. 

Key triggers for future price performance: 

 We expect revenue, EBITDA to grow at CAGR of ~17.4%, 25.1%, 

respectively, in FY22-25E amid margins gradually returning to normal levels 

 Recent broad based recovery in order inflows, strong order enquiry pipeline 

across industrial sectors likely to ensure decent order inflows, going forward 

 Controlled net working capital (NWC), strong balance sheet 

Alternate Stock Idea: We also like Larsen & Toubro in our coverage. 

 Focus on asset monetisation to further strengthen the balance sheet and 

improve return ratios. Strong b/s, controlled working capital and strong cash 

generation 

 BUY with a target price of | 2795 

 

  

 

Key Financial Summary 

 

Source: Company, ICICI Direct Research                                                                

* Numbers till FY18 includes standalone business with boiler & heater business of Thermax, which is now classified as discontinued operations from standalone and transferred to its subsidiary 

TBWES with effect from October 1, 2019. Hence, they will not be reflected in standalone numbers. Instead, they will be reflected in consolidated numbers. Therefore, they will not be comparable. 

P articu la rs  (| c ro re ) F Y 21 F Y 22 F Y 23E

5 Y ea r 

C AG R  

(F Y 18-

F Y 23)

F Y 24E F Y 25E
3 Y ea r C AG R  

(F Y 22-F Y 25E )

Net S a les 4,791.3                                      6,128.3          8,205.3       12.9% 9,738.5       11,521.1     23.4%

E B ITD A 355.2                                         421.4             591.8           8.1% 810.7           956.5           31.4%

E B ITD A Margin (% ) 7.4                                              6.9                  7.2               8.3               8.3               

Ne t P rofit 206.6                                         312.3             441.4           13.8% 605.5           706.6           31.3%

E P S  (|) 17.3                                            26.2                37.0             50.8             59.3             

P / E  (x) 122.9                                         81.3                57.5             41.9             35.9             

R oNW (% ) 7.6                                              8.9                  11.5             14.1             14.1             

R oC E  (% ) 9.8                                              11.3                14.7             18.0             18.3             

 

Particulars 
 

 

Shareholding pattern 

 

 
 

Price Performance 

 

Recent Events & Key Risks 

(i) Significant decline in expected 

capex to affect order inflows, (ii) 

Higher commodity prices to impact 

profitability. (iii) Significantly higher 

order inflows 
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P articu la r Am o u n t

Market C apita liza tion | 25379 C rore

Tota l D ebt (F Y22) | 355.4 C rore

C ash and Inv. (F Y22) | 377 C rore

E V  | 25357.4 C rore

52 week H /L | 2679 / 1651

E quity capita l | 23.8 C rore

F ace  va lue | 2

(in  % ) Mar-22 Ju n -22 S ep -22 D ec-22

P romote r 62.0 62.0 62.0 62.0

F II 11.8 11.9 12.4 12.3
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ICICI Direct Research 

 

Result Update | Thermax Ltd 

Key takeaways of recent quarter & conference call highlights  

Q3FY23 Results: Decent performance  

 Energy segment revenue (which contributes ~74.2% to revenue) grew 

27.2% to | 1480 crore, YoY. Environment segment revenue grew 29% YoY 

to | 437.6 crore and chemical segment revenue came in at | 164.4 crore, up 

5.8% YoY 

 

 EBITDA came in at | 161.1 crore, up 42.4% YoY (above our estimate of  

| 141.3 crore). Consequently, EBITDA margin came in at 7.9% (vs. our 

estimate of 7%). Gross margins expanded marginally by 20 bps to 44.1% 

on a YoY basis and expanded strongly in QoQ by 350 bps 

 

 Consolidated order inflow for the quarter came in decent at | 2204 crore (vs. 

| 2462 crore in Q3FY22). The order book last year was higher due to an 

order worth | 830 crore for flue gas desulphurisation (FGD) systems. 

Consolidated order book as on Q3FY23 was at | 9859 crore, up 33% YoY 

 

Q3FY23 Earnings Conference Call highlights  

 

 For Q3FY23, consolidated order inflow for the quarter came in at | 2204 

crore (vs. | 2462 crore in Q3FY22). Major sectors in Q3FY23 order inflows 

include cement (19%), fertiliser (15%), sugar/distillery (12%), metal & steel 

(10%), refinery & petrochemicals (10%), transportation (8%), F&B (7%), 

paper & pulp (7%), automobile (5%), others (12%). Consolidated order 

inflows comprise energy segment (| 1558 crore), environment (| 501 crore) 

& chemicals segment contributed | 145 crore. Domestic order inflows 

contributed 72.8% to | 1605 crore while export orders were at 27.2% (| 599 

crore). Consolidated order book as on Q3FY23 was at | 9859 crore, up 33% 

YoY. It consists of ~69.8% from energy sector followed by environment 

(29%) and chemicals (1.1%) 

 

 Thermax has become selective in terms of order picking and prefers high 

margins business. The company has stepped back from two major projects 

because it was quoted at very low prices, both of which was for major 

refineries. Thermax may not see a big project in the order book but may see 

a good traction in ticket size of | 10-50 crore mix. Demand coming from 

energy transition, steel companies’ capex, sugar & ethanol distillery, cement 

sector and from chemical segment is seeing robust momentum 

 

 As things are, Thermax does not expect the FGD business to make or report 

losses. It will not be making a lot of profit either but it expects it to make 

consistent profitability, going forward. With revenue schedule that is or may 

be slightly delayed marginally relative to what it had guided earlier 

 

 New energy division: In Bio-CNG orders are of | 40 crore to | 50 crore and 

the company has built up somewhat of a leadership position. In solar 

business, it is confident that, it will have an integrated storage installed 

capacity of 200 MW in a year with no M&A required. Thermax has been 

working on coal gasification for more than six to seven years and is targeting 

some | 200-500 crore projects where it is willing to put capital at risk to 

showcase this. Also, it has been working on biomass to hydrogen which are 

relatively new area. The company is also looking at partnerships for 

hydrogen and get into some of the newer spaces like electrolysers 

 Cooling business used to be Thermax’ most profitable business earlier, 

which is not the case right now. Its profitability has come down from high 

teens to mid-teens and now even lower than double digit. On the other 

hand, heating business, which is boilers business, has been doing incredibly 

well for the company and has been keeping its market share at ~40% and 

also improving profitability 
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ICICI Direct Research 

 

Result Update | Thermax Ltd 

 During the quarter, steel, chemical and other commodity prices were stable 

and that positively impacted on EBITDA margins. Thermax is aspiring for 

~10% margin for long term basis and ~8-9% in the short to medium term, 

going forward 
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ICICI Direct Research 

 

Result Update | Thermax Ltd 

 

Exhibit 1: Variance Analysis (Consolidated) 
EESeses

Q 3F Y 23 Q 3F Y 23E Q 3F Y 22 Y o Y  (C h g  % )Q 2F Y 23 Q o Q  (C h g  % ) C o m m en ts

Tota l O pera ting Income 2,049.3 2,018.8 1,614.7 26.9 2,075.3 -1.3

O the r Income 42.3 40.0 29.2 45.1 39.8 6.3

R aw Mate ria l E xpenses 1,145.1 1,181.0 905.8 26.4 1,232.3 -7.1

E mployee  E xpenses 237.1 242.3 206.7 14.7 236.7 0.2

O ther E xpenses 506.0 454.2 389.2 30.0 465.7 8.7

Tota l E xpenditure 1,888.2 1,877.5 1,501.6 25.7 1,934.7 -2.4

E B ITD A 161.1 141.3 113.1 42.4 140.6 14.6

E B ITD A Margin (% ) 7.9 7.0 7.0 86 bps 6.8 109 bps
S tee l, chemica l and othe r commodity 

prices were  stable  in the  qua rte r

D eprecia tion 29.1 29.5 29.0 0.3 29.8 -2.4

Inte rest 9.1 5.3 5.3 73.4 8.0 14.3

E xceptiona l Item 0.0 0.0 0.0 - 27.9

P B T 165.2 146.5 108.0 52.9 142.6 15.9

Tota l Tax 38.6 38.1 28.6 34.8 33.2 16.0

P AT 126.7 108.4 79.4 59.4 109.1 16.1

Adjusted P AT 126.4 108.4 79.4 59.1 109.1 15.8

K ey  Metr ics

E nergy segment revenues 1,480 1,163 27.2 1,465 1.0

E nvironment segment revenues 569 452 26.1 610 -6.6
v 

Source: Company, ICICI Direct Research  

Exhibit 2: Change in estimates 
s

C o m m en ts

(| C rore ) O ld* New %  C hange O ld* New %  C hange

R evenue 9,909.8 9,738.5 -1.7 9,909.8 11,521.1 16.3

E B ITD A 824.7 810.7 -1.7 824.7 956.5 16.0

E B ITD A Margin (% ) 8.3 8.3 2 bps 8.3 8.3 0 bps

P AT 615.9 605.5 -1.7 615.9 706.6 14.7

E P S  (|) 51.7 50.8 -1.7 61.0 59.3 -2.8

F Y 24E F Y 25E

v 

Source: Company, ICICI Direct Research 

Exhibit 3: Assumptions 

C o m m en ts

F Y22 F Y23E F Y24E F Y25E F Y24E F Y25E

O rder inflow growth (% ) 96.7 11.5 11.3 11.4 12.6 12.8
O rder inflows expected to continue  the  momentum in medium 

te rm.

O rder backlog growth (% ) 65.5 27.6 18.3 11.9 20.1 13.6

R evenue  growth (% ) 27.9 33.9 18.7 18.3 21.0 19.7

E B ITD A margin (% ) 6.9 7.2 8.3 8.3 8.3 8.3

E arlie rC u rren t

 

Source: Company, ICICI Direct Research  
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Result Update | Thermax Ltd 

 

Exhibit 4: Order inflow trend... 

 

Source: ICICI Direct Research, Company 

 

Exhibit 5: Trend in order backlog... 

 

 

Source: ICICI Direct Research, Company 

 

Exhibit 6: Trend in revenues... 

 

Source: Company, ICICI Direct Research 

 

Exhibit 7: EBITDA margins trend... 

 

Source: Company, ICICI Direct Research 

 

Exhibit 8: Trend in PAT... 

 

Source: Company, ICICI Direct Research 

* Numbers till FY18 includes standalone business with boiler & heater business of Thermax, 

which is now classified as discontinued operations from standalone and transferred to its 

subsidiary TBWES with effect from October 1, 2019. Hence, we have changed our 

presentation of historical numbers (FY19, FY20) and forward numbers to consolidated and 

valued accordingly. 

 

Exhibit 9: Return ratios to recover in FY20-24E… 

 

Source: Company, ICICI Direct Research 
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Result Update | Thermax Ltd 

Financial summary (Consolidated) 

Exhibit 10: Profit and loss statement                               | crore 
es 

 

vv 

Source: Company, ICICI Direct Research 

 

Exhibit 11: Cash flow statement                                      | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 12: Balance sheet                                                 | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 13: Key ratios                                                       | crore 

 

Source: Company, ICICI Direct Research 

 

 

(Y ea r-en d  March ) F Y 22 F Y 23E F Y 24E F Y 25E

T o ta l o p . In co m e 6,128.3 8,205.3 9,738.5 11,521.1

G rowth (% ) 27.9 33.9 18.7 18.3

R aw Mate ria l E xpenses 3,485.0 4,779.5 5,426.9 6,421.5

E mployee  E xpenses 812.9 955.6 1,243.0 1,474.2

O ther O p. E xpenses 1,409.0 1,878.4 2,258.0 2,668.9

Admin. E xpenses 0.0 0.0 0.0 0.0

O ther expenses 0.0 0.0 0.0 0.0

Tota l O p. E xpenditure 5,734.9 7,647.4 8,946.5 10,582.9

E B IT D A 421.4 591.8 810.7 956.5

G rowth (% ) 18.6 40.4 37.0 18.0

D eprecia tion 113.2 123.6 130.3 141.2

Inte rest 25.2 28.1 17.1 15.5

O ther Income 127.0 147.7 155.0 155.0

P B T 410.0 587.8 818.3 954.8

O thers 0.0 0.0 0.0 0.0

Tota l Tax 97.8 145.8 212.7 248.3

P AT 312.3 441.4 605.5 706.6

G rowth (% ) 51.2 41.3 37.2 16.7

E P S  (|) 26.2 39.2 50.8 59.3

(Y ea r-en d  March ) F Y 22 F Y 23E F Y 24E F Y 25E

P rofit a fte r Tax 312.3 441.4 605.5 706.6

Add: D eprecia tion 113.2 123.6 130.3 141.2

(Inc)/dec in C urrent Asse ts -425.1 -690.0 -846.1 -986.7

Inc/(dec) in C L  and P rovisions 672.2 552.9 508.9 668.4

O thers 3.3 3.0 5.0 5.0

C F  fro m  o p era tin g  ac tiv ities 672.7 427.9 398.6 529.3

(Inc)/dec in Investments -584.2 -20.0 -20.0 -20.0

(Inc)/dec in F ixed Assets -86.2 -80.0 -111.5 -213.5

O thers 0.0 0.0 0.0 0.0

C F  fro m  in ves tin g  ac tiv ities  -736.8 -160.1 -189.2 -295.9

Issue /(B uy back) o f E quity 0.0 0.0 0.0 0.0

Inc/(dec) in loan funds 50.4 0.0 -30.0 -30.0

D ividend pa id & dividend tax -84.4 -107.2 -131.1 0.0

Inc/(dec) in S ec. premium 0.0 0.0 0.0 0.0

O thers 0.0 7.6 0.0 0.0

C F  fro m  fin an c in g  ac tiv ities -20.3 -107.2 -161.1 -30.0

Net C ash flow -84.4 160.5 48.4 203.4

O pening C ash 461.4 377.0 537.5 585.9

C lo s in g  C as h 377.0 537.5 585.9 789.3

(Y ea r-en d  March ) F Y 22 F Y 23E F Y 24E F Y 25E

L iabilities

E quity C apita l 22.5 22.5 22.5 22.5

R eserve  and S urplus 3,470.5 3,804.7 4,279.1 4,985.7

Tota l S ha reholde rs funds 3,493.1 3,827.2 4,301.7 5,008.2

Tota l D ebt 355.4 355.4 325.4 295.4

D efe rred Tax L iability 3.1 3.1 3.1 3.1

Minority Inte rest / O the rs 0.0 0.0 0.0 0.0

T o ta l L iab ilities 3,997.6 4,356.8 4,826.2 5,527.8

Assets

G ross B lock 2,006.7 2,056.0 2,256.0 2,456.0

L ess: Acc D eprecia tion 852.4 962.5 1,079.3 1,206.9

Net B lock 1,154.3 1,093.6 1,176.8 1,249.1

C apita l WIP 44.3 75.0 0.0 0.0

Tota l F ixed Assets 1,198.6 1,168.6 1,176.8 1,249.1

Investments 703.4 723.4 743.4 763.4

Inventory 727.0 711.7 889.1 1,004.7

D ebtors 1,423.7 1,910.8 2,294.6 2,714.6

L oans and Advances 5.2 12.9 8.6 16.8

O ther C urrent Asse ts 865.0 940.1 1,202.4 1,332.3

C ash 377.0 537.5 585.9 789.3

Tota l C urrent Asse ts 3,397.9 4,113.0 4,980.5 5,857.7

C reditors 1,459.8 1,798.4 2,001.1 2,367.3

P rovisions 206.8 397.5 442.2 523.2

Tota l C urrent L iabilities 3,459.9 4,012.8 4,521.7 5,190.1

Net C urrent Asse ts 1,347.3 1,644.8 2,030.5 2,552.3

O thers Assets 0.0 0.0 0.0 0.0

Ap p lica tio n  o f fu n d s 3,997.6 4,356.8 4,826.2 5,527.8

(Y ea r-en d  March ) F Y 22 F Y 23E F Y 24E F Y 25E

P er s h a re  d a ta  (|)

E P S 26.2 37.0 50.8 59.3

C ash E P S 35.7 47.4 61.8 71.1

B V 293.1 321.2 361.0 420.3

D P S 7.1 9.0 11.0 0.0

C ash P er S ha re 31.6 45.1 49.2 66.2

O p era tin g  R a tio s  (% )

E B ITD A Margin 6.9 7.2 8.3 8.3

P B T / Tota l O pera ting income 6.7 7.2 8.4 8.3

P AT Margin 5.1 5.4 6.2 6.1

Inventory days 43.3 31.7 33.3 31.8

D ebtor days 84.8 85.0 86.0 86.0

C reditor days 86.9 80.0 75.0 75.0

R etu rn  R a tio s  (% )

R oE 8.9 11.5 14.1 14.1

R oC E 11.3 14.7 18.0 18.3

R oIC 21.7 33.9 37.9 43.1

V a lu a tio n  R a tio s  (x )

P /E 81.3 57.5 41.9 35.9

E V  / E B ITD A 60.2 42.6 31.0 26.0

E V  / Net S a les 4.1 3.1 2.6 2.2

Marke t C ap / S a les 4.1 3.1 2.6 2.2

P rice  to  B ook V a lue 7.3 6.6 5.9 5.1

S o lven cy  R a tio s

D ebt/E B ITD A 0.8 0.6 0.4 0.3

D ebt / E quity 0.1 0.1 0.1 0.1

C urrent R a tio 0.9 0.9 1.0 1.0

Q u ick  R a tio 0.7 0.7 0.8 0.8
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Result Update | Thermax Ltd 

Exhibit 14: ICICI Direct coverage universe (Capital Goods) 

C o m p an y C MP M C ap

(|) TP (|)R a ting (| C r) F Y22 F Y23E F Y24E F Y22 F Y23E F Y24E F Y22 F Y23E F Y24E F Y22 F Y23E F Y24E

L &T (L AR TO U) 2,203 2,795 B uy 309167 59.8 74.5 90.1 36.8 29.6 24.4 8.7 10.7 12.1 11.8 13.4 14.6

S iemens L td 3,129 3,630 B uy 111444 35.4 46.4 53.8 88.3 67.5 58.2 15.6 18.2 19.1 11.3 13.4 14.0

AIA E nginee ring (AIAE NG ) 2,798 3,230 B uy 26387 107.3 97.9 107.0 26.1 28.6 26.1 23.5 18.6 18.2 18.5 14.9 14.3

Thermax (THE R MA) 2,143 2,372 Hold 25533 37.0 50.8 59.3 57.8 42.2 36.1 14.7 18.0 18.3 11.5 14.1 14.1

K E C  Inte rna tiona l (K E C IN) 472 545 B uy 12144 6.6 24.4 36.3 71.5 19.4 13.0 9.6 18.4 21.8 4.9 15.6 19.4

G reaves C otton (G R E AV E ) 137 194 B uy 3167 4.8 4.7 5.5 28.7 28.9 24.8 12.9 13.4 14.0 9.4 9.7 10.2

E lgi E quipment (E L G E Q U) 441 500 B uy 13976 7.5 10.2 11.9 59.1 43.1 37.2 21.2 25.9 24.8 20.4 22.6 21.3

B ha ra t E lectronics (B HAE L E ) 95 135 B uy 69187 3.2 3.8 4.5 29.6 24.9 21.0 26.1 28.4 30.0 19.5 21.2 22.4

C ochin S hipya rd (C O C S H I) 472 745 B uy 6213 42.9 38.6 42.8 11.0 12.2 11.0 10.9 10.5 10.6 12.7 11.0 11.3

S K F  (S K F IND ) 4,375 5,215 B uy 21630 77.0 108.7 130.3 56.8 40.2 33.6 26.0 30.7 31.3 20.6 23.3 23.4

Timken India  (T IMIND ) 3,000 3,560 B uy 22566 43.5 61.3 71.2 69.0 48.9 42.1 25.3 36.2 42.0 19.7 27.9 32.2

NR B  B ea ring (NR B B E A) 144 220 B uy 1394 7.8 9.2 12.1 18.4 15.6 11.9 15.0 15.3 19.2 12.6 12.6 14.8

Action C onstruction (AC TC O N) 373 385 B uy 4442 8.8 15.1 19.2 42.4 24.7 19.4 23.0 25.6 26.7 13.9 18.3 18.9

D ata  P a tte rns (D ATP AT) 1402 1,555 B uy 7277 18.1 22.0 30.4 77.4 63.8 46.2 23.8 24.9 28.4 16.4 18.2 21.0

HAL  (H INAE R ) 2,447 3,300 B uy 81822 151.9 132.7 145.0 16.1 18.4 16.9 27.4 30.5 30.1 26.3 23.1 22.8

AB B  (AB B ) 3,080 3,275 B uy 65260 25.5 40.5 37.2 120.9 76.0 82.7 45.0 49.2 57.3 11.2 12.9 15.1

Ador We lding (AD O WE L ) 849 1,054 B uy 1154 33.2 34.2 49.3 25.6 24.8 17.2 19.9 21.6 26.7 13.6 15.8 19.6

B ha ra t D ynamics (B HAD YN) 832 1,200 B uy 15242 27.3 33.0 42.7 30.5 25.2 19.5 24.6 24.7 27.9 17.3 17.7 20.0

Mazagon D ock (MAZD O C ) 711 1,025 Hold 14337 30.3 39.8 46.6 23.5 17.9 15.3 20.0 22.9 23.5 16.1 18.2 18.5

S ola r Industries India  (S O L IN) 3,731 4,700 B uy 33757 48.8 76.6 99.7 76.5 48.7 37.4 22.5 32.5 34.6 23.9 29.0 28.8

Anup E nginee ring (THE ANU) 1,119 1,080 B uy 1108 62.7 49.5 72.3 17.9 22.6 15.5 15.3 16.6 19.4 12.2 12.5 14.5

C ontro l P rints (C O NTR O L P R ) 476 555 B uy 777 24.7 28.7 34.6 19.3 16.6 13.7 17.9 21.4 23.4 13.8 15.4 16.3

K S B  L td. (K S B P UM) 1,857 2,180 B uy 6462 43.7 50.0 62.2 42.5 37.1 29.9 15.7 16.0 18.3 14.7 14.9 15.9

E P S  (|) P /E  (x ) R o C E  (% ) R o E  (% )

 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

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 Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 
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Mumbai – 400 093 
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