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Change in Recommendation X ystems delivered a disappointing quarter, with performance

missing expectation on key financial parameters. The company
Company Info . , - . ;
witnessed pressure on both, revenue and profitability, resulting in a

BB Code DCXINDIA IN EQUITY, > : -
Face Value (INR) 20 hegative operating outcome. DCX’s overall performance raises near-
52 W High/Low (INR) 393/200 term concern with regards to the company’s ability to sustain margin
Mkt Cap (Bn) INR 23.8/$ 027  and efficiently execute its robust order pipeline.

Shares o/s (Mn) 111.4

3M Avg. Daily Volume 8,90,118

Despite the weak quarterly print, DCX’s long-term fundamentals

Change in CIE Estimates remain intact. The company continues to benefit from a strong order

FY265 FY27% book (~2.5x its FY25 longsid ll-established
INR Mn New Old Dev.(%) New Old Dev.(%) POOK (~2.5x its | revenue), alongside a well-establishe
Revenue 12,787 12,787 -15.089 15,089 - manufacturing footprint and deep partnerships with reputed global
EBITDA 13 320 (96.0) 211 528 (60.0) OEMs. However, the persistent execution tardiness and rising

EBITDAM% 0.1 2.5 (240)bps 1.4 3.5 (210)bps  operational caution remain key points of concern. These factors warrant

PAT 56 7r7r (311) 726 964 (247)  close monitoring, particularly as management works to stabilise
=S 48 70 G185 87 (24.7) profitability & strengthen leadership with the appointment of a new CFO.
Actual vs CIE Estimates
g‘;::ﬂe Qfg;; g c2|F3§1S_ t7 De‘&é_/;)) From a strategic standpoint, DCX's positioning in the defence
EBITDA 1282 10.9 NA manufacturing ecosystem, coupled with its growing export traction,
EBITDAM % 6.6 0.5 NA  supports a positive long-term outlook. However, in the near term, we
PAT 904 61.5 NA  prefer a measured stance until there is visible evidence of (a)
Key Financials margin recovery and (b) management stability. Accordingly, we
INR Mn FY24  FY25 FY26E FY27E FY28E  maijntain our REDUCE rating, with a revised target price downwards
52;98‘:5 wih (%) 14’12332 1?58333 12{:; 15’10883 17'1880(5) to INR 225 (earlier INR 275), valuing the stock at 30x the average
EBITDA 799 46 13 211 445 FY27-28E EPS. We recommend selective accumulation on any news-
EBITDAM (%) 56 0.4 0.1 14 25 led weakness while awaiting execution improvement and margin clarity.
Adjusted PAT 758 389 536 726 926
EPS 6.8 3.5 48 65 83  Disappointing Quarter; Sharp Margin Erosion
ggg é/(}) ol 2 2242 2%« Revenue for Q2FY26 down 1.4% YoY & down 13.2% QoQ at INR
PIE(X) 315 675 145 328 257 1,929 Mn (vs CIE est. INR 2,302 Mn).
P/BV (x) 2.1 1.7 17 16 1.5
Shareholding Pattern (%) = EBIDTA for Q2FY26 came in at INR -128 Mn (vs CIE est. INR 11
Sep-25 Jun-25 Mar-25 Mn). EBITDA margin stood at -6.6%, contracted by 470bps YoY (vs
Promoters 52.17 52.17 56.86 CIE est. 0.5%).
Flls 1.48 0.17 1.17
Dlls. 3.22 4.56 404« PAT for Q2FY26 came in at INR -90 Mn (vs CIE est. INR 62 Mn).
Public 43.14 42.58 37.96 PAT margin contracted by 735bps YoY, reaching -4.7% (vs CIE est.
Relative Performance (%) 2.7%).
YTD 3vr. 2vr. 1Yr.
BSE 200 47.3 36.5 7.1 i .
DCXINDIA -30.6 -25.5 -36.0 i i Q2FY26 .
Revenue 1,929 1,956 (1.4) 2,222 (13.2)
160 - Material Exp 1,798 1,889 (4.8) 2,053 (12.4)
Gross Profit 131 67 94.7 169 (22.6)
140 + Employee Exp 166 58 186.1 63 164.9
120 1 Other Exp 92 47 97.0 103 (10.3)
100 - EBITDA -128 -38 NA 3 NA
80 A Depreciation 38 33 14.8 35 7.4
60 A EBIT -46 129 NA 115 NA
40 - Other Income 120 200 (39.8) 148 (18.6)
20 - Interest Cost 7 22 (66.6) 9 (18.1)
0 : : : : : : : : , PBT -53 107 NA 106 NA
N o M o 94 o 2 o o o Tax 37 54 (31.5) 66 (43.2)
TTTT T QT QS T RPAT -90 52 NA 41 NA
2 & 2 2 & 2 2 & =2 2 ApAT -90 52 NA 41 NA
Adj EPS (INR) 0.8 0.5 NA 0.4 NA
DCXINDIA BSE200 Q2FY26:  Q2FY25 YoY (bps)  Q1FY26 QoQ (bps
Gross Margin (%) 6.8 3.4 3341 7.6 (82.1)
Putta Ravi Kumar Emp. % of Sales 8.6 3.0 564.8 2.8 579.4
Email: ravi.putta@choiceindia.com Other % of Sales 4.8 24 239.6 4.6 15.4
Ph: +91 22 6707 9908 EBITDA Margin (%) 6.6 1.9  (470.3) 0.1  (676.9)
APAT Margin (%) 4.7 2.7 (735.4) 1.8  (651.4)
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Revenue up by 1.4% on YoY basis EBITDA margin contracted 470bps on YoY basis =
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Source: DCXINDIA, Choice Institutional Equities Source: DCXINDIA, Choice Institutional Equities
RPAT down by 273% on YoY basis Employee cost trend
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Order book position 1-yr forward PE band
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Rev. expected to expand 18.0% CAGR over FY25-28E EBITDA margin improvement anticipated =
g
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Source: DCXINDIA, Choice Institutional Equities Source: DCXINDIA, Choice Institutional Equities
PAT projected to expand 33.6% CAGR FY25-28E ROE & ROCE trend
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Income Statement (Consolidated — INR Mn)
' FY25  FY26E
12,787

FY27E

Revenue 14,236 10,837 15,089 17,805
Gross Profit 1,070 477 780 1,056 1,335
EBITDA 799 46 13 211 445
Depreciation 51 134 144 157 171
EBIT 748 -88 -131 54 275
Other Income 496 800 880 924 971
Interest Expense 298 109 35 10 10
PBT 946 604 715 968 1,235
Reported PAT 758 389 536 726 926
EPS 6.8 3.5 4.8 6.5 8.3

Source: DCXINDIA, Choice Institutional Equities

Ratio Analysis FY25 FY26E. FY27E FY28E

 FY24

Growth Ratios

Revenue (%) 13.6 -23.9 18.0 18.0 18.0
EBITDA (%) -48 -942 -72.3 1‘5526 110.7
PAT (%) 52 -48.7 378 355 275
Margin Ratios

EBITDA Margin (%) 5.6 0.4 0.1 1.4 2.5
PAT Margin (%) 5.1 3.3 3.9 4.5 49
Performance Ratios

ROE (%) 6.7 2.8 3.8 4.8 5.8
ROCE (%) 10.9 5.2 5.2 6.5 7.8
Turnover Ratio (Days)

Inventory 52 97 96 95 95
Debtors 171 56 56 56 56
Payables 101 34 34 34 34
Cash Conversion Cycle (Days) 123 119 118 "7 117
Financial Stability Ratios

Net Debt/Equity (x) 05 -07 -12 -12 -13
Net Debt/EBITDA (x) -6.9 -217.6 1314.3: -86.4 -449
Interest Cover (x) 25 -08 -37 54 275
Valuation Metrics

Fully Diluted Sh. (Mn) 1M11.4 1114 1114 1114 1114

Price (INR) 2140 214.0 214.0 2140 214.0
Market Cap (INR Mn) 23,837 23,833 23,833 23,833 23,833
P/E (x) 315 675 445 328 257
EV (INR Mn) 18,334 13,799 7,028 5589 3,855
EV/EBITDA (x) 229 2992 5496 265 8.7
BVPS 101.1 123.5 128.3 134.8 143.1
P/BV (x) 24 17 17 18 15

Source: DCXINDIA, Choice Institutional Equities

Choice Equity Broking Pvt.

earch Analyst - INHO

Balance Sheet (Consolidated — INR Mn)
. FY24

Particular FY25

Net Worth 11,263 13,752 14,288 15,015 15,941
Total Debt 2,906 0 0 0 0
Otr Long Term Liab. 19 52 - - -
Trade Payables 3,920 1,012 1,194 1,409 1,662
Other Curr Liabilities 366 4,225 8,425 9,941 11,730
Total Liabilities 18,473 19,041 23,907 26,365 29,334
Net Fixed Assets 556 693 650 593 522
Otr Non-curr Asset 104 2,837 65 65 65
Inventories 2,035 2,890 3,363 3,927 4,634
Trade Receivables 6,671 1,652 1,949 2,300 2,714
Cash & Bank Bal. 8,408 10,035 16,806 18,245 19,978
Other Current Assets 699 934 1,074 1,235 1,420
Total Assets 18,473 19,041 23,907 26,365 29,334
Capital Employed 11,465 13,752 14,288 15,015 15,941
Invested Capital 3,056 3,717 -2,518 -3,230 -4,037
Net Debt -5,502 -10,035 -16,806 -18,245 -19,978
FCFF -393 4,687 4,086 1,449 1,744

Source: DCXINDIA, Choice Institutional Equities

Cash Flow Statement (Consolidated — INR Mn)

FY24 FY25 FY26E FY27E

Cash Flows (INR Bn) :
1,549

Cash Flows from Operations 44 4959 4,186 1,844
Cash Flows from Investing -13 -2,386 2,672 -100 -100
Cash Flows from Financing © 2,418  -946 -87 -10 -10

Source: DCXINDIA, Choice Institutional Equities

DuPont Analysis FY24 FY25 FY26E FY27E  FY28E
Tax Burden 80.1% 64.4% 750% 75.0%  75.0%
Interest Burden 126.5% -689.3% -546.4% 1787.5% 449.8%
EBIT Margin 53% -0.8% -1.0%  04%  1.5%
Asset Turnover 0.8 0.6 0.5 0.6 0.6
Equity Multiplier 1.6 1.4 1.7 1.8 1.8
ROE 6.7% 2.8% 3.8% 48%  58%

Source: DCXINDIA, Choice Institutional Equities
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Historical share price chart: DCX Systems Ltd. (DCXINDIA)
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Large Cap*

BUY The security is expected to generate upside of 15% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 15% over the next 12 months

REDUCE The security is expected to show upside or downside returns by 5% to -5% over the next 12 months

SELL The security is expected to show downside of 5% or more over the next 12 months

Mid & Small Cap*

BUY The security is expected to generate upside of 20% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 20% over the next 12 months

REDUCE The security is expected to show upside or downside returns by 5% to -10% over the next 12 months

SELL The security is expected to show downside of 10% or more over the next 12 months

Other Ratings

NOT RATED (NR) The stock has no recommendation from the Analyst

UNDER REVIEW (UR) The stock is under review by the Analyst and rating may change

Sector View

POSITIVE (P) Fundamentals of the sector look attractive over the next 12 months

NEUTRAL (N) Fundamentals of the sector are expected to be in statis over the next 12 months

CAUTIOUS (C) Fundamentals of the sector are expected to be challenging over the next 12 months

*Large Cap: More Than INR 20,000Cr Market Cap
*Mid & Small Cap: Less Than INR 20,000Cr Market Cap

Disclaimer

Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Choice Equity Broking Private Limited-Research Analyst - INH000000222. (CIN. NO.: U65999MH2010PTC198714). Reg. Add.: Sunil Patodia Tower, J B Nagar, Andheri(East), Mumbai
400099. Tel. No. 022-6707 9999

Compliance Officer--Prashant Salian, Email Id — Prashant.salain@choiceindia.com Contact no. 022- 67079999- Ext-2310

Grievance officer-Deepika Singhvi Tel.022-67079999- Ext-834. Email- ig@choiceindia.com

Investment 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

This Research Report (hereinafter referred as “Report”) has been prepared by Choice Equity Broking Private Limited as a Research Entity (hereinafter referred as “CEBPL RE” Limited.
The Research Analysts, strategists are principally responsible for the preparation of “CEBPL RE” research. The research analysts have received compensation based upon various
factors, which may include quality of research, investor client feedback, stock picking, competitive factors and firm revenues etc.

Whilst CEBPL has taken all reasonable steps to ensure that this information is correct, CEBPL does not offer any warranty as to the accuracy or completeness of such information.
Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and CEBPL does not accept any liability as a result. Securities and Derivatives
markets may be subject to rapid and unexpected price movements and past performance is not necessarily an indication of future performance.
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General Disclaimer: This ‘Report’ is strictly meant for use by the recipient and is not for circulation. This Report does not take into account particular investment objectives,
financial situations or specific needs of individual clients nor does it constitute a personal recommendation. The recommendations, if any, made herein are expression of views
and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security through CEBPL
nor any solicitation or offering of any investment/trading opportunity on behalf of the issuer(s) of the respective security (ies) referred to herein.

These information / opinions / views are not meant to serve as a professional investment guide for the readers. No action is solicited based upon the information provided herein.
Recipients of this “Report” should rely on information/data arising out of their own Study/investigations. It is advised to seek independent professional advice and arrive at an
informed trading/investment decision before executing any trades or making any investments. This ‘Report’ has been prepared on the basis of publicly available information,
internally developed data and other sources believed by CEBPL to be reliable. CEBPL or its directors, employees, affiliates or representatives shall not be responsible for, or
warrant for the accuracy, completeness, adequacy and reliability of such information / opinions / views. Though due care has been taken to ensure that the disclosures and
opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of CEBPL shall be liable for any direct, indirect, special, incidental,
consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this report.

The price and value of the investments referred to in this Report and the income from them may tend to go down as well as up, and investors may incur losses on any investments. Past
performance shall not be a guide for future performance. CEBPL does not provide tax advice to its clients, and all investors are strongly advised to take advice of their tax advisers
regarding taxation aspects of any potential investment. Opinions are based on the current scenario as of the date appearing on this ‘Report’ only. CEBPL does not undertake to advise
you as to any change of our views expressed in this “Report’ may differ on account of differences in research methodology, personal judgment and difference in time horizons for which
recommendations are made. User should keep this risk in mind and not hold CEBPL, its employees and associates responsible for any losses, damages of any type whatsoever.
Disclaimers in respect of jurisdiction: This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject “CEBPL RE” to any
registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by “CEBPL RE” in any jurisdiction (other than India), where any action for
such purpose(s) is required. Accordingly, this ‘Report’ shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in
compliance with all applicable laws and regulations of such country or jurisdiction. “CEBPL” requires such recipient to inform himself about and to observe any restrictions at his
own expense, without any liability to “CEBPL”. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in Mumbai (India).

Statements on ownership and material conflicts of interest, compensation - CEBPL and Associates reciprocates to the best of the knowledge and belief of CEBPL/ its Associates/
research Analyst who is preparing this report.

Disclosures of Interest (Additional):

1. “CEBPL”, its research Analyst(s), or its associates or relatives of the Research Analyst does not have any financial interest in the company(ies) covered in this report.

2. “CEBPL” its research Analyst, or its associates or relatives of the research analyst affiliates collectively do not hold more than 1 of the securities of the company(ies) covered in
this report as of the end of the month immediately preceding the distribution of the research report.

3. “CEBPL”, its research analyst, his/her associate, his/her relative, do not have any other material conflict of interest at the time of publication of this research report.

4.  “CEBPL’, its research analyst, and its associates have not received compensation for investment banking or merchant banking or brokerage services or for any other
products or services from the company(ies) covered in this report, in the past twelve months.

5. “CEBPL”, its research analyst, or its associates have not managed or co-managed in the previous twelve months, a private or public offering of securities for the company
(ies) covered in this report.

7. “CEBPL, or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party, in connection with the research
report.

8.  CEBPL research analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Research report.
9. “CEBPL”, its research analyst has not been engaged in market making activity for the company(ies) covered in the Research report.

Details of Associates of CEBPL and Brief History of Disciplinary action by regulatory authorities are available on our

website i.e. https:/choiceindia.com/research-listing

Particulars

T Whether compensation has been received from the company(ies) covered in the Research report in the past 12 months for investment banking transaction by CEBPL No

2 Whether Research Analyst, CEBPL or its associates or relatives of the Research Analyst affiliates collectively hold more than 1 of the company(ies) covered in the No
Research report

3. Whether compensation has been received by CEBPL or its associates from the company(ies) covered in the Research report No

4. CEBPL or its affiliates have managed or co-managed in the previous twelve months a private or public offering of securities for the company(ies) covered in the No
Research report

5. CEBPL, its research analyst, his associate, or its associates have received compensation for investment banking or merchant banking or brokerage services or for No
any other products or services from the company(ies) covered in the Research report, in the last twelve months

Copyright: The copyright in this research report belongs exclusively to CEBPL. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, in whole
orin part, is permitted without the CEBPL'’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its entirety.
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