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HNAL IN EQUITY!

Face Value (INR) 5.0
52 W High/Low (INR) 5,675/2,826
Mkt Cap (Bn) INR 2,405/$ 27.6
Shares o/s (Mn) 668.8
3M Avg. Daily Volume 16,83,479
Change in CEBPL Estimates
FY26E FY27E
INR Bn New Old Dev. (%) New Old Dev. (%)
Revenue 386 390 (1.0) 439 444 (1.1)
EBITDA 119 121 (2.3) 137 139 (1.8)
EBITDAM % 30.7 311 -3%ps 31.1 313 -23bps
PAT 92 94 (2.8) 105 107 (2.2)
EPS 137.0 141.0 (2.8) 156.6 160.1 (2.2)
Actual vs Consensus
INR Mn Q3FY25A Consensus Est. Dev.%
Revenue 69,573 70,121 (0.8)
EBITDA 16,825 17,106 (1.6)
EBITDAM % 24.2 24.4 (21)
PAT 14,398 13,236 8.8
Key Financials
INR Bn FY23 FY24 FY25E FY26E FY27E
Revenue 286.0 322.8 364.7 4111 466.4
YoY Growth (%) 11.7 12.9 13.0 12.7 135
EBITDA 66.8 97.4 105.7 118.6 136.6
EBITDAM (%) 24.8 32.1 30.9 30.7 31.1
Adjusted PAT 58.2 76.2 82.7 91.6 104.7
EPS 87.1 1137 123.1 137.0 156.6
ROE (%) 24.7 26.2 245 23.6 23.3
ROCE (%) 20.8 28.6 26.1 254 25.3
PE(x) 41.3 31.6 29.1 26.3 23.0
Price to BV (x) 10.2 8.3 7.1 6.2 5.3
Shareholding Pattern (%)
Dec-24 Sep-24 Jun-24
Promoters 71.64 71.64 71.64
Flls 12.26 11.85 11.68
Dlls 8.13 8.37 8.81
Public 7.95 8.13 7.86
Relative Performance (%)
YTD 3Yr. 2Yr. 1vr.
BSE 200 38.0 36.3 6.4
HNAL 421.6 199.4 26.4
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Decent Q3 performance; Revenue & EBITDA

consensus

in-line with PAT beating

= Revenue for Q3FY25 came at INR 69.6 Bn (vs Consensus Est. of INR 70.1 Bn),
up 14.8% YoY and up 16.4% QoQ.

= EBIDTA for Q3FY25 came at INR 16.8 Bn (vs Consensus Est. INR 17.1 Bn), up
17.2% YoY and up 2.6% QoQ. The EBITDA Margin came at 24.2%, improved 50
bps YoY and contracted 326 bps QoQ (vs CEBPL Est. of 24.4%).

= PAT for Q3FY25 came INR 14.4 Bn (vs Consensus Est. of INR 13.2 Bn), up
14.1% YoY and down 4.7%. PAT Margin decreased by 12 bps YoY and 458 bps
QoQ, reaching 20.7% (vs CEBPL Est. of 18.8%).

ROH segment: A cornerstone of HNAL's stable revenue growth: HNAL derives
the majority of its revenue (60-70%) from the Repair and Overhaul (ROH) segment,
which is expected to grow at a CAGR of 8-9%. The Indian Air Force (IAF) is
modernizing its Su-30MKI fleet through a INR 60,000 crore indigenization plan,
upgrading 84 aircraft with 78% domestic production. This initiative includes Indian-
made avionics, AESA radar, mission computers, and IRST systems, positioning
HNAL as the primary beneficiary of the program. HNAL is leading the Su-30MKI
upgrade efforts and collaborating with the Gas Turbine Research Establishment
(GTRE) on engine modifications. These advancements will reduce dependence on
foreign support, extend aircraft lifespan, and are expected to drive significant order
inflow in the future.

Resolution of GE Engine program could lead to material upside for the stock:
Despite holding a strong order book of INR 941 Bn in end of Mar-24 (~2.9x of TTM
sales), we will closely monitor its near-term performance due to execution challenges
and supply chain issues. HNAL has faced delays in the delivery of Tejas Mk-1A
variant fighter aircraft, impacting order fulfillment. Delays in the GE F404-IN20 variant
engine program, which is now more than a year behind schedule, has hindered the
company’s ability to meet these high growth expectations in the manufacturing
segment. This delay has led to a revision in market expectations regarding HNAL’s
manufacturing revenue growth. However, once the GE Engine issue is resolved, we
anticipate an order for an additional 97 Tejas Mk-1A aircraft from the Indian Air Force
(IAF), which could substantially increase HNAL’'s order book and drive long-term
growth.

View & Valuation: We project HNAL Revenue, EBITDA, and PAT to grow at a
CAGR of 13.0%, 12%, and 11.3%, respectively, over FY24-27E. As a result, we have
revised our earnings estimates for FY26E and FY27E, lowering EPS projections by
2.8% and 2.2%, respectively due to delays in F404-IN20 standard engine. Based on
these adjustments, we maintain our "BUY" recommendation and revise our target
price to INR 5,000, implying a valuation of 32x FY27E EPS (Earlier 35x). We will
closely monitor execution progress, and any improvement in the GE F404-IN20
variant engine delivery timeline could lead to a reassessment of our target price and
valuation multiples.

Q3FY25 Q3FY24

Net Sales (incl Ol) 69,573 60,613 14.8 59,763 16.4
Material Exp 34,210 28,349 20.7 24,459 39.9
Gross Profit 35,363 32,264 9.6 35,304 0.2
Employee Exp 12,962 13,005 (0.3) 13,753 (5.8)
Other Exp 5,576 4,906 13.7 5,152 8.2
EBITDA 16,825 14,353 17.2 16,400 2.6
Depreciation 2,771 2,122 30.6 1,758 57.6
EBIT 14,054 12,232 14.9 14,642 (4.0)
Other Income 6,314 4,600 37.3 5,424 16.4
Interest Cost 1 4 (77.8) 0 300.0
PBT 20,368 16,828 21.0 20,066 1.5
EO Items 54 67 NA 161 NA
Tax 6,024 4,279 41 5,122 17.6
RPAT 14,398 12,615 14.1 15,105 (4.7
APAT 14,360 12,565 14.3 14,985 (4.2)
Adj EPS (INR) 21.5 18.9 14.1 22.6 4.7)

Margin Analysis

Gross Margin (%) (825)
Emp. % of Sales 18.6 21.5 (283) 23.0 (438)
Other % of Sales 8.0 8.1 (8) 8.6 (60)
EBITDA Margin (%) 24.2 23.7 50 27.4 (326)
Tax Rate (%) 29.6 25.4 415 25.5 405
APAT Margin (%) 20.6 20.7 9) 25.1 (443)
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*All figures are in INR Million
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Revenue expected to grow 13% CAGR over FY24-27E EBITDAM are expected to fall short of guidance in FY25 2
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Income Statement (Consolidated in INR Mn) z,
Revenue 2,69,275 3,03,811 3,41,913 3,86,017 4,38,894 :‘;:
Gross Profit 1,68,254 1,93,220 2,05,161 2,29,817 2,61,650 O
EBITDA 66,792 97,411 1,05,664 1,18,644 1,36,565
Depreciation 17,847 14,072 17,512 20,212 22,912
EBIT 48,945 83,339 88,152 98,433 1,13,653
Interest Expense 580 321 417 501 601
Other Income 16,701 18,966 22,759 25,035 27,539
Reported PAT 58,249 76,210 82,713 91,610 1,04,740
EPS 87.1 114.0 123.7 137.0 156.6
NOPAT 43,816 62,115 65,674 73,332 84,672

Source: Company, CEBPL

Balance Sheet (Consolidated in INR Mn)

Balance Sheet FY23§

Net Worth 2,35,759 2,91,418 3,37,348 3,87,495 4,50,102
Total Debt - - - - -
Other Liabilities & Provisions 1,28,006 1,26,290 1,53,338 1,71,808 1,93,829
Total Net Worth & Liabilities 3,63,765 4,17,709 4,90,686 5,59,303 6,43,931
Net Fixed Assets 57,986 57,802 70,153 69,942 67,030
Capital Work in Progress 6,369 9,369 9,837 10,329 10,846
Investments 28,345 13,897 32,382 36,116 40,441
Cash & Bank Balance 2,03,166 2,64,316 2,93,729 3,47,174 3,97,209
Loans & Advances & Other Assets 60,646 69,817 71,524 79,866 89,566
Net Current Assets 2,10,419 2,66,824 3,06,789 3,63,050 4,36,048
Total Assets 3,63,765 4,17,709 4,90,686 5,59,303 6,43,931
Capital Employed 2,35,759 2,91,418 3,37,348 3,87,495 4,50,102
Invested Capital 32,593 27,102 43,620 40,320 52,893
Net Debt (2,03,166) (2,64,316) (2,93,729) (3,47,174) (3,97,209)
FCFF 73,099 79,091 60,216 89,496 85,276

Source: Company, CEBPL
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Cash Flow Statement (Consolidated in INR Mn) =
Cash Flows : §
Cash flows from Operations 80,973 82,228 90,079 1,09,496 1,05,276 uﬁ
Capex (7,874) (3,137) (29,863) (20,000) (20,000) %
FCF 73,099 79,091 60,216 89,496 85,276
Cash flows from Investing (57,367) (50,379) (50,514) (32,556) (34,528)
Cash flows from Financing (17,313) (19,989) (10,153) (23,495) (20,713)

Ratio Analysis
Growth Ratios (%)

Revenue 9.4 12.8 12.5 12.9 13.7
EBITDA 235 45.8 8.5 12.3 151
PAT 14.7 30.8 8.5 10.8 14.3

Margin Ratios (%)
EBITDA 24.8 321 30.9 30.7 311
PAT 21.6 25.1 24.2 23.7 23.9

Performance Ratios (%)

OCF/EBITDA (X) 1.2 0.8 0.9 0.9 0.8
OCFI/IC 248.4 303.4 206.5 271.6 199.0
ROE 24.7 26.2 24.5 23.6 23.3
ROCE 20.8 28.6 26.1 25.4 25.3

Turnover Ratios (Days)

Inventory (days) 165 159 160 158 155
Debtors (days) 64 55 55 54 53
Other Current Assets (days) 199 225 226 230 234
Payables (days) 42 41 40 38 37
Other Current Liab & Provns (days) 375 395 387 389 372
Cash Conversion Cycle (days) 10 3 14 15 32

Financial Stability Ratios (x)

Net Debt/Equity (0.9) (0.9) (0.9) (0.9) (0.9)
Net Debt/EBITDA (3.0 (2.7) (2.8) (2.9) (2.9)
Interest Coverage 84.4 259.5 211.2 196.5 189.1

Valuation Metrics

Fully Diluted Shares (Mn) 669 669 669 669 669
Price (INR) 3600 3600 3600 3600 3600
Market Cap(INR Mn) 24,07,590 24,07,590 24,07,590 24,07,590 24,07,590
PE(X) 41 31.6 29.1 26.3 23.0
EV (INR Mn) 22,04,424 21,43,274 21,13,861 20,60,416 20,10,381
EV/EBITDA () 33 22 20 17 15
Book Value (INR/share) 353 436 504 579 673
Price to BV (x) 10.2 8.3 7.1 6.2 5.3
EVIOCF (x) 27 26 23 19 19

Source: Company, CEBPL
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Historical Price Chart: Hindustan Aeronautics Limited 2
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CHOICE RATING DISTRIBUTION & METHODOLOGY

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

HOLD The security is expected to show upside or downside returns by 14% to -5% over the next 12 months
SELL The security is expected to show downside of 5% or more over the next 12 months

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 - INHO00000222. (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.

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.
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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
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