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DCX Systems Limited

 Q2FY25 Performance Update: Revenue for the quarter stood at Rs 1956mn, de-grew 36.7%
YoY/+41.7% QoQ) vs our estimates Rs 2485mn vs Rs 3091mn last year same period, led by weak
execution. Gross profit fell by 74% YoY to Rs 67mn and gross margin contracted significantly by
485bps to 3.4% vs our estimates 10.0%, led by of high raw material prices. EBITDA decreased
significantly by 121% YoY to Rs -38mn, and margin contracted by 791bps YoY to -1.9% vs our
estimates 5.9%, largely impacted by higher RM cost. PAT, stood at Rs 52mn vs our estimates stood
Rs 200mn and PAT margins came 2.7% vs our estimates 8.1%. overall numbers not satisfactory due
to weak topline execution. As of Sep 30th, 2024 the order book stands at appx. INR 2,164cr. The
management is confident about healthy pipeline and growing order book.

 Strategic Growth through Acquisitions and Partnerships: This year, the company reached several
key milestones, being awarded the prestigious Four-Star Export House certification by the
Directorate General of Foreign Trade, Ministry of Commerce and Industry. This upgrade from a
Two-Star Export House highlights the company’s exceptional export performance and maintaining
high standards. A major strategic achievement was the establishment of NIART Systems Ltd, a joint
venture with ELTA Systems Ltd. The company also strengthened its position in the Maintenance,
Repair, and Overhaul (MRO) sector through a collaboration with Israel Aerospace India Services,
enhancing its capabilities to offer services within the domestic defense industry. Furthermore, the
company secured a significant contracts from prestigious company M/S Lockheed Martin for
electronic assemblies, which not only demonstrates the company’s ability to meet international
defense standards but also opens doors for future opportunities with one of the world's leading
defense contractors. These strategic initiatives have solidified the company’s presence in both the
railway safety and defense sectors, positioning it for future growth and success.

 Rs 2bn Investment to unlock defence opportunity: The company will invest Rs 2bn in JV’s to
acquire technology through ToT for Make in India programs in the area of Defence & Aerospace.
The Make in India program requires companies mandates to manufacturing at least 60% Indian
content must be indigenous content. The company has a state-of-the-art facility having rich
experience, and is reserving around Rs 2bn for this defence program.

 Radar based railway obstacle system: Developing cutting edge obstacle collision with ELTA for
Radar & Optical where it will procure PCB, Cables and Subsystems will help DCX to become major
player in the category. Product, development and certification has done and company is ready to
go for mass production, expect some tender post end of election protocol.

 View & Valuation: DCX has also established a joint venture to enhance its overall profitability. The
JV with ELTA focuses on railway products, with production slated to commence in FY25 under a
product development category that offers significantly higher margins compared to the build-to-
print (BTP) category. Additionally, the backward integration with Raneal Advanced Systems for PCB
assembly is projected to boost margins. The company is also exploring opportunities for further
expansion in the domestic defense sector. We anticipate that DCX's Revenue/EBITDA/PAT will
grow at compound annual growth rates (CAGR) of 17%/19%/22%, respectively, over FY24-27E,
driven by the ELTA JV, backward integration, and new orders in both export and domestic defense
markets. We maintain our positive view on DCX Systems with a ”BUY" rating, setting a target price
of Rs.372, based on a 30x multiple of FY27E EPS.

Putta Ravi Kumar, Associate

Email: ravi.putta@choiceindia.com 

Ph: +91 22 6707 9908

Shareholding Pattern (%)
Sep-24 Jun-24 Mar-24

Promoters 57.13 59.78 62.30

FII’s 0.77 1.28 02.30

DII’s 7.88 8.89 11.19

Public 34.24 30.05 24.24
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Source: Company, CEBPL

Rebased Price Performance

Relative Performance (%)

YTD 2Yrs 1Yrs 6Mnts

BSE 200 35.3 25.7 37.6

DCX Sys 3.0 10.6 74.3

India Equity Research| Defence Q2FY25 Result Update 

Nov 14th , 2024
CMP (Rs) 318
Target Price (Rs) 372
Potential Upside (%) 17.0

Particular FY25E FY26E FY27E

Revenue 16.4 19.2 22.6 

Gross Profit 1.6 1.8 2.1 

EBITDA 1.0 1.2 1.3 

EBITDA (%) 6.2 6.1 6.0 

EPS (INR) 8.6 10.6 12.4 

BUY

Year end March (INR bn)

Quarterly performance 

Particulars (in mn) Q2FY25 Q2FY24 YoY (%) Q1FY25 QoQ (%)

Net Sales (incl OOI) 1,956 3,091 (36.7) 1,381 41.7 

Material Exp 1,889 2,835 (33.4) 1,344 40.6 

Gross Profit 67 256 (73.8) 37 82.2 

Employee Exp 58 36 63.6 50 16.5 

Other  Exp 47 36 30.4 35 34.0 

EBITDA -38 184 (120.6) -48 (21.0)

Depreciation 33 6 450.8 28 17.6 

EBIT -71 178 (139.8) -76 (6.8)

Other Income 200 123 62.4 183 9.2 

Interest Cost 22 63 (64.6) 54 (58.6)

PBT 107 238 (55.3) 53 101.4 

Tax 54 40 36.4 23 131.7 

RPAT 52 198 (73.7) 29 77.2 

APAT 52 198 (73.7) 29 77.2 

Adj EPS (Rs) 0.5 2.3 (79.5) 0.3 77.8 

Margin Analysis Q2FY25 Q2FY24 YoY bps Q1FY25 QoQ bps

Gross Margin (%) 3.4 8.3 (485.1) 2.7 76.3 

Employee Exp. % of Sales 3.0 1.1 182.1 3.6 (64.1)

Other Op. Exp  % of Sales 2.4 1.2 123.5 2.5 (13.7)

EBITDA Margin (%) -1.9 6.0 NA -3.5 NA 

Tax Rate (%) 51.1 16.7 3,432.1 44.4 668.5 

APAT Margin (%) 2.7 6.4 (375.2) 2.1 53.4 
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 DCX Systems has secured a significant orders from L&T, M/S Lockheed Martin (USA) for the
manufacturing and supply of electronic modules & Electronics assemblies.

 The consolidated order book now exceeds INR 3,000 crore.

 The company’s subsidiary, Raneal Advanced Systems, improved its capacity utilization and supply
chain efficiency.

 Raneal was granted an industrial license for manufacturing microwave sub-modules for defense
and aerospace applications, allowing them to produce classified and sensitive products.

 Continued collaboration with Lockheed Martin signals future growth potential.

 JV with ELTA Operations at NIART Systems, the joint venture with ELTA, are progressing well,
focused on developing cutting-edge obstacle detection products for the railway sector.

 The company is expecting a recovery of raw material costs, which is part of its BOM guarantee
policy. However, customer approval and calculations are still pending due to external factors like
the ongoing Israel conflict.

 The company anticipates improved performance in Q3 and Q4 due to new orders and reduced
supply chain constraints.

 The company has cash and cash equivalents of approximately INR 877 crore. The use of these funds
will likely be directed toward strategic growth opportunities.

 DCX has paid USD 15 million out of the USD 25 million commitment to a new joint venture (JV).

 50-60% of the order book is expected to be executed within 12 months, with the remaining balance
taking longer (as per the current supply chain situation).

 The company’s EBITDA margin is difficult to predict due to variability in product types (e.g., cables,
PCBs, system integration) and pricing.

 Margins vary depending on the mix of products, labor costs, material costs, and customer demand
and the company aims to improve EBITDA by optimizing product mix and leveraging its supply
chain.

 The company is working on technology transfer as part of its strategy for growth.

 Raneal Advanced Systems has significant R&D and product development activity in various sectors.

 Raneal, a subsidiary, contributed INR 32 crore to overall revenue in the first half of FY25, which is
low compared to overall revenue but is expected decent amount further.

 NIART systems a JV partner, has issued share warrants to ELTA Systems(Israeli Partner). This will
not dilute DCX stake in NIART systems and DCX will maintain 51% ownership.

 The company’s headcount has increased to 200+ employees (from ~150 last year), reflecting
growth in operations.

 The RDSO (Railway Design and Standards Organization) has issued POs, and product testing has
been successfully completed on both diesel and electric locomotives. The company is waiting for
bulk tenders to be floated for wider deployment of the product. The product has been fully tested
and is ready for deployment in the field.

 Targeting a double-digit margin by FY26.

 The company has finalized a technology transfer/JV with one partner, which has already been
approved by both parties and waiting for government approvals and expect the JV agreement to be
finalized by December. The JV will allow the company to outsourced 50-60% of production to DCX
in India.

 BOM price increases are handled transparently with customers. If the BOM cost increases due to
material costs, the company submits a report at the end of the fiscal year to claim back the
additional cost.

 About 70% of BOM value is for high-value components, and these are often controlled by the OEM
who has contract agreements with their suppliers.

 The company faced challenges in the first half of the year with higher BOM costs, which impacted
gross margins and EBITDA margins.

 In a normalized scenario without the BOM issue, the company would expect EBITDA margins to
return to the 7-8% range, as seen in previous periods. However, the BOM issue in the first half had
a negative impact, possibly around 25-30 crores in additional costs

Management Call - Highlights
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Source: Company, CEBPL

Changes in Estimates

FY25E FY26E FY27E

(INR Bn.) New Old Dev. (%) New Old Dev. (%) New Old Dev. (%)

Net sales 16,430 16,845 (2.5) 19,167 20,956 (8.5) 22,558 26,086 (13.5)

EBITDA 1,011 1,504 (32.7) 1,160 1,894 (38.8) 1,345 2,360 (43.0)

EBITDA margin(%) 6.2 8.9 (277.1) 6.1 9.0 (298.6) 6.0 9.0 (308.6)

APAT 994 1,320 (24.7) 1,176 1,668 (29.5) 1,382 2,074 (33.3)

EPS 8.6 11.5 (25.4) 10.6 15.7 (32.7) 12.4 19.3 (35.8)
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Source: Company, CEBPL

Particulars(Rs.Mn) Actual Choice Est. Deviation(%)

Revenue 1,956 2,485 (21.3)

EBITDA -38 147 NA 

EBITDA Margins(%) -2% 6% NA

APAT 52 200 (74.0)
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Revenue de-grew by 36.7% YoY

Source: Company, CEBPL Source: Company, CEBPL

EBITDA Margin Trend.

PAT growth Trend

Source: Company, CEBPL Source: Company, CEBPL

Reduction in Emp. Cost would support margins further
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Revenue Mix (%)

Source: Company, CEBPL
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Source: Company, CEBPL

EBIDTA margin to improve led by better mixStable Revenue growth trajectory over FY24-27E

ROE & ROCE Trend

Source: Company, CEBPL
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1 Year Forward PE Band

Source: Company, CEBPL

Source: Company, CEBPL
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Source: Company, CEBPL

Income statement (Consolidated in INR Mn.)

Particular FY23 FY24 FY25E FY26E FY27E

Revenue 12,536 14,236 16,430 19,167 22,558 

Gross profit 1,344 1,070 1,594 1,840 2,143 

EBITDA 839 799 1,011 1,160 1,345 

Depreciation 18 51 51 67 85 

EBIT 821 748 961 1,093 1,260 

Interest expense 255 298 330 339 309 

Other Income (Including EO Items) 295 496 695 834 917 

Reported PAT 720 758 994 1,176 1,382 

Minority Interest - - - - -

Adjusted PAT 738 758 959 1,176 1,382 

EPS (Rs) 7.6 6.8 8.6 10.6 12.4 

NOPAT 687 613 721 809 932 

Particular FY23 FY24 FY25E FY26E FY27E

Net worth 5,671 11,263 12,257 13,432 14,815 

Deferred tax - - - - -

Total debt 5,037 2,906 4,127 3,764 3,438 

Other liabilities & provisions 12 19 - - -

Total Net Worth & liabilities 10,720 14,188 16,384 17,196 18,252 

Net Fixed Assets 151 556 319 353 368 

Capital Work in progress 19 - 151 152 153 

Investments 66 - - - -

Cash & bank balance 5,914 8,408 9,935 9,728 9,490 

Loans & Advances & other assets 75 104 192 224 264 

Net Current Assets 10,409 13,528 15,721 16,468 17,468 

Total Assets 10,720 14,188 16,384 17,196 18,252 

Capital Employed 10,708 14,169 16,384 17,196 18,252 

Invested Capital 4,794 5,760 6,448 7,468 8,762 

Net Debt (877) (5,502) (5,809) (5,964) (6,052)

FCFF (5,898) (393) 29 (308) (480)

Balance sheet (Consolidated in INR Mn.)

Find (Choice Equity Broking Pvt. Ltd.—Research Analyst] [ NH CHB ] | Capital IQ |  Email: institutional.equities@choiceindia.com | Ph: +91 22 6707 9919
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Source: Company, CEBPL

Cash Flows (INR Mn.) FY23 FY24 FY25E FY26E FY27E

CFO (5,857) 44 (6) (207) (379)

Capex (42) (437) 35 (101) (101)

FCF (5,898) (393) 29 (308) (480)

CFI 188 (445) 642 701 777 

CFF 3,580 2,418 891 (701) (636)

Ratio Analysis FY23 FY24 FY25E FY26E FY27E

Growth Ratios (%)

Revenue 13.7 13.6 15.4 16.7 17.7 

EBITDA 25.3 (4.8) 26.6 14.7 15.9 

PAT 12.6 2.6 26.5 22.6 17.6 

Margin ratios (%)

EBITDA 6.7 5.6 6.2 6.1 6.0 

PAT 5.9 5.3 5.8 6.1 6.1 

Performance Ratios (%)

OCF/EBITDA (X) (7.0) 0.1 (0.0) (0.2) (0.3)

OCF/IC (122.2) 0.8 (0.1) (2.8) (4.3)

RoE 13.0 6.7 7.8 8.8 9.3 

ROCE 7.7 5.3 5.9 6.4 6.9 

Turnover Ratios (Days)

Inventory 67 65 65 65 66 

Debtor 93 90 90 90 91 

Other Current Assets (days) 12 18 18 18 17 

Payables (days) 39 40 40 40 41 

Other Current Liab & Provns (days) 2 9 4 4 4 

Cash Conversion Cycle 131 124 129 128 129 

Financial Stability ratios (x)

Net debt to Equity (0.2) (0.5) (0.5) (0.4) (0.4)

Net debt to EBITDA (1.0) (6.9) (5.7) (5.1) (4.5)

Interest Cover 3.2 2.5 2.9 3.2 4.1 

Valuation metrics

Fully diluted shares (mn) 97 111 111 111 111 

Price (Rs) 318.2 318.2 318.2 318.2 318.2

Market Cap(Rs. Mn) 30,777 35,443 35,438 35,438 35,438 

PE(x) 42 46.8 37.0 30.1 25.6 

EV (Rs.mn) 29,900 29,941 29,630 29,474 29,386 

EV/EBITDA (x) 36 37.5 29.3 25.4 21.9 

Book value (Rs/share) 59 101 110 121 133 

Price to BV (x) 5.4 3.1 2.9 2.6 2.4 

EV/OCF (x) -5 676 -5,254 -142 -78 

Find (Choice Equity Broking Pvt. Ltd.—Research Analyst] [ NH CHB ] | Capital IQ |  Email: institutional.equities@choiceindia.com | Ph: +91 22 6707 9919
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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. Yester

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.

Disclaimer

Historical recommendations and target price: DCX Systems Limited

1.  06-05-2024 OUTPERFORM, Target Price Rs.461

2.  20-05-2024 OUTPERFORM, Target Price Rs.470

3.  14-08-2024 OUTPERFORM, Target Price Rs.470

4.  13-11-2024 BUY, Target Price Rs.372

DCX Systems Limited
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CHOICE RATING DISTRIBUTION & METHODOLOGY
BUY The security is expected to generate greater than or = 15% over the next 24 months

HOLD The security expected to show upside or downside returns by 14% to -5% overhead 24 months

SELL The security expected to show Below -5% next 24 months

Institutional Research Team
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Deepika Murarka Analyst - Pharmaceuticals / Healthcare deepika.murarka@choiceindia.com +91 22 6707 9513
Ashutosh Murarka Analyst – Cement / Building Material ashutosh.murarka@choiceindia.com +91 22 6707 9442
Putta Ravi Kumar Analyst – Defence ravi.putta@choiceindia.com +91 22 6707 9908
Aayush saboo Associate – Real Estate aayush.saboo@choiceindia.com +91 22 6707 9811
Maitri Sheth Analyst – Pharmaceuticals / Healthcare maitri.sheth@choiceindia.com +91 22 6707 9811

Bharat Kumar Kudikyala Associate – Cement / Building Material bharat.kudikyala@choiceindia.com +91 22 6707 9798

Arshay Agarwal Associate – BFSI arshay.agarwal@choiceindia.com +91 22 6707 9811

Heet Chheda Associate – Automobile heet.chheda@choiceindia.com +91 22 6707 9422

Rushil Katiyar Associate - Information Technology Rushil.katiyar@choiceindia.com +91 22 6707 9811
CA Sheetal Murarka Vice President - Institutional Sales sheetal.murarka@choiceindia.com +91 22 6707 9857
Nitesh Jalan AVP – Institutional Sales nitesh.jalan@choiceindia.com +91 22 6707 9877 /878 /879
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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.

The details of CEBPL, its research analyst and its associates pertaining to the companies covered in the Research report are given below

Sr. No. Particulars Yes / 
No

1. 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 Research 
report

No

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 Research 
report

No

5. CEBPL, its research analyst, his associate, or its associates have received compensation for investment banking or merchant banking or brokerage services or for any other 
products or  services from the company(ies) covered in the Research report, in the last twelve months

No

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 or in
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.

This “Report” is for distribution only under such circumstances as may be permitted by applicable law. This “Report” has no regard to the specific investment objectives, financial situation or
particular needs of any specific recipient, even if sent only to a single recipient. This “Report” is not guaranteed to be a complete statement or summary of any securities, markets, reports or
developments referred to in this research report. Neither CEBPL nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or
incompleteness of fact or opinion in this “report” or lack of care in this report’s preparation or publication, or any losses or damages which may arise from the use of this research report.

Information barriers may be relied upon by CEBPL, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of CEBPL.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be registered
with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may
not be subject to audit and reporting standards and regulatory requirements comparable to those in effect within the United States. The value of any investment or income from any securities or
related financial instruments discussed in this research report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on
the value of or income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by CEBPL with respect to future performance. Income from
investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may fall or rise against the interest of investors. Any
recommendation or opinion contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis operates, in
addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior written consent of CEBPL and CEBPL accepts no liability
whatsoever for the actions of third parties in this respect.

The details of CEBPL, its research analyst and its associates pertaining to the companies covered in the Research report are given below

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
3. 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.
4. “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.
5. “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.
6. “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. www. https://choiceindia.com/research-listing
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