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Recommendation INR-520 Bn DAC Approval: Army-led Push with BHE & BDL as the
Clearest Winners
The Defence Acquisition Council’'s INR-520 Bn AoN approval marks a

APOLLO 450 | 365 ADD meaningful acceleration in India’s defence capital procurement cycle,
ASTM 1,849 | 1,300 | REDUCE | with a clear shift towards Army modernisation. This, we estimate,
AZAD 2149 1900 REDUCE  accounts for 65-70% of the outlay (INR 340-360 Bn). In our view, the mix
of approvals highlights a decisive shift towards air defence systems,
BOL 1388 | 1,800 ; BUY anti-drone capability and survivability solutions, reinforcing three key
BHE 418 | 500 BUY structural themes:
CTE 3,627 | 3,300 | ADD
1) Layered air defence dominance (V-SHORADS to MRSAM)
DATAPATT 4,507 | 4,060 | ADD . .
2) Increasing focus on electronic warfare and drones
DCXINDIA 205 ; 150 SELL 3) Continued push towards indigenisation
HNAL 4,429 | 5,050 | BUY
ZEN 1747 ' 1850 | BUY While allocations to the Navy (estimated at INR 80-100 Bn, 15-20%) and
MAZDOCKS 25 L3400 | BUY the Air Force (gstlmated at Il\_lR 60-80 _Bn, 10-1 5%). are corr]paratlvely
smaller, we believe they remain strategically well-aligned with future
COCHIN 1,524 | 1,550 | ADD capability development. In our view, these investments focus on areas,
GRSE 2,749 | 3,500 | BUY such as maritime surveillance and high-altitude pseudo satellites

“CMP as on July 03, 2026 (HAPS), which are likely to play a critical role in next-generation warfare.

Order Visibility Strengthens: Broad-based Scalable Opportunities
Emerging

2\?;%“‘;‘;2’7&;";” to expand 19% CAGR over ¢ pelieve the Army’s procurement pipeline accounts for 65-70% of the = &
8 ( n) total outlay (INR 340-360 Bn) — covering systems such as AKASH 2
3.500 - 205 s TARANG, MRSAM, V-SHORADS, MPATGM, act.ive protection systems :8
3.000 | : 185 19.0 19.5 and loitering munitions. This reflects a clear shift towards'a.more agile *g
2’500 | 146 173 155 - 20 and technology-driven defence posture. The focus on building a multi- = »
' 121 L 15 layered security architecture strengthens both, threat detection and
2,000 4 response capabilities, while also aligning with evolving warfare dynamics
1,500 1 10 such as drones and electronic warfare. At the same time, we believe
WO B R E R 8 B Sis selective allocations to the Navy and Air Force suggest a balanced capital
5010 © ¥ ¥ ¢ & & @ deployment strategy, supporting immediate operational readiness
- N T o T - T " T < T w T m T w 0 alongside long-term capability creation.
A A A A R . .
Lo From a sector standpoint, we see the opportunity as largely concentrated
Defence Prodn. (INR Bn) YoY Growth (%) in air defence and missile systems, which could account for a significant

portion of the outlay. In this context, Bharat Electronics Ltd emerges as a
core beneficiary, likely to capture significant share of over INR-200 Bn,
given its strong positioning in radars, electronic warfare and system

Defence exports to expand 16% CAGR over integration, enabling participation across multiple platforms.

FY26-29E (INR Bn
( ) In our view, Bharat Dynamics Ltd is well-positioned to emerge as a key

700 - 62.7 - 70 beneficiary of the missile-heavy procurement mix, particularly across
600 4 L 60 MRSAM, V-SHORADS and MPATGM programs. We estimate BDL'’s
500 4 219 L 50 addressable opportunity within this cycle at INR 120-180 Bn, forming a
400 L 40 meaningful share of the broader INR 250-300 Bn air defence and missile
242324 15 opportunity. While the exact conversion will depend on contract
300 - ] - 30 . L . . S
150 16.0 170 structuring and localisation dynamics, we believe the pipeline offers strong
200 - L 20 . o . . .
la @ e\ @ 281, medium-term visibility, with order inflows likely to scale up over FY27-
11 2§ & & v b o FY28 as approvals convert into executable contracts.
B T
P 5 & & Our View: We believe the INR-520 Bn DAC approval reinforces a
[T w w

structural growth cycle for India’s defence sector, rather than a one-off

Defence Exports YoY Growth (%) trigger. The continued focus on indigenisation and technology-led

procurement is anticipated to drive steady order visibility over the next

12-24 months. We remain positive, with BHE as a consistent

Putta Ravi Kumar compounder and BDL as a direct play on missile-led growth, while
Email: ravi.putta@choiceindia.com drones and electronic warfare add further long-term upside.
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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 stasis over the next 12 months

CAUTIOUS (C)

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

Fundamentals of the sector are expected to be challenging over the next 12 months
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The Company uses artificial intelligence tools as part of its research process, including data analysis and content generation. Notwithstanding the foregoing, all analysis, views, and
recommendations are independently formulated and duly reviewed by qualified research analysts prior to issuance.

General Disclaimer:

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 report (“Report”) is prepared by Choice Equity Broking Private Limited as a Research Entity (hereinafter referred as “CEBPL”) in its capacity as a SEBI-registered Research
Analyst and is intended solely for informational and educational purposes. This Report is meant exclusively for the recipient and shall not be circulated, reproduced, or distributed, in
whole or in part.

This Report does not take into account the specific investment objectives, financial situation, risk profile, or particular needs of any individual or class of investors and does not
constitute a personal recommendation or investment advice. Any views, opinions, or recommendations expressed herein are based on publicly available information and internal
analysis and are subject to change without notice.

Nothing contained in this Report shall be construed as an offer, solicitation, or inducement to buy, sell, or subscribe to any securities, derivatives, or other financial instruments, nor
shall it be considered as investment, legal, accounting, or tax advice. Recipients are advised to conduct their own independent analysis and are encouraged to seek independent
professional advice before making any investment or trading decisions.

The information contained in this Report has been compiled from sources believed to be reliable; however, CEBPL does not represent or warrant the accuracy, completeness, or
reliability of such information. CEBPL, its directors, employees, or associates shall not be liable for any losses, damages, or expenses arising directly or indirectly from the use of or
reliance upon this Report.

Investments in securities are subject to market risks. The price and value of investments and the income from them may fluctuate, and investors may incur losses. Past performance
is not indicative of future results. Opinions expressed herein are as of the date of this Report and may differ from views expressed in other research reports due to differences in
methodology, assumptions, or time horizons.

Disclaimers in respect of Jurisdiction:

This Report is not intended for distribution to, or use by, any person or entity who is a citizen or resident of, or located in, any jurisdiction where such distribution, publication, or use
would be contrary to applicable laws or regulations, or would subject CEBPL to any registration or licensing requirements in such jurisdiction.

No action has been taken or will be taken by CEBPL in any jurisdiction outside India where such action would be required for distribution of this Report. Accordingly, this Report shall
not be directly or indirectly distributed, published, or circulated in any such jurisdiction except in compliance with applicable laws and regulations.

Recipients of this Report are required to inform themselves of, and comply with, all applicable legal and regulatory restrictions at their own expense and without any liability to CEBPL.
Any dispute arising out of or in connection with this Report shall be subject to the exclusive jurisdiction of the competent courts in Mumbai, India.

Disclosure on Ownership and Material Conflicts of Interest:
. “CEBPL”, its Research Analyst(s), their associates and relatives may have any financial interest in the subject company covered in this Research Report.

. “CEBPL”, its Research Analyst(s), their associates and relatives may have actual or beneficial ownership of one percent (1%) or more of the securities of the subject company, as
on the last day of the month immediately preceding the date of publication of this Research Report.

. “CEBPL”, its Research Analyst(s), their associates and relatives may have any other material conflict of interest at the time of publication of this Research Report.

Disclosure on Receipt of Compensation:

. “CEBPL” or its associates may have received compensation from the subject company during the past twelve months.

. “CEBPL” or its associates may have managed or co-managed public offerings of securities for the subject company during the past twelve months.

. “CEBPL” or its associates may have received compensation from the subject company during the past twelve months for investment banking, merchant banking or brokerage
services.

. “CEBPL” or its associates may have received compensation from the subject company during the past twelve months for products or services other than investment banking,

merchant banking or brokerage services.

. “CEBPL” or its associates have not received any compensation or other benefits from the subject company or any third party in connection with the preparation or publication of this
Research Report.

. Research Analyst may have served as an officer, director or employee of the subject company covered in this Research Report.

. “CEBPL” and Research analyst may engage in market-making activity in the securities of the subject company.

Details of Associates of CEBPL and Brief History of Disciplinary action by requlatory authorities are available on our website i.e. www. https://choiceindia.com/research-
listing

Copyright:

This research report is confidential and intended solely for the recipient. Unauthorized reproduction, distribution, or disclosure of this report, in whole or in part,
in any form or by any means, without the prior written permission of the Company is strictly prohibited.
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