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July 28, 2026 | CMP: INR 1,688 | Target Price: INR 1,850

Institutional Equities | Defence & Aerospace

Change in Estimates

Change in Target Price

Change in Recommendation

Actual vs CIE Estimates

INR Mn Q1FY27A CIE Estimates Dev.%

Revenue 1,416 1,820 (22.2)

EBITDA 387 710 (45.4)

EBITDAM % 27.3 39.0 (1,166 bps)

APAT 342 586 (41.6)

Key Financials 

INR Mn FY25 FY26 FY27E FY28E FY29E

Revenue 9,736 6,877 10,315 20,631 28,883

YoY (%) 121.4 (29.4) 50.0 100.0 40.0

EBITDA 3,735 2,472 3,609 7,217 10,104

EBITDAM % 38.4 36.0 35.0 35.0 35.0

Adj. PAT 2,993 2,179 2,692 5,551 7,413

EPS (INR) 32.1 21.5 29.8 61.5 82.1

ROE % 27.9 12.1 13.3 22.8 24.0

ROCE % 17.0 11.4 12.5 20.1 21.2

PE(x) 52.6 78.4 56.6 27.5 20.6

EV/EBITDA 39.9 60.2 40.6 20.6 14.7

Shareholding Pattern (%)

Jun-26 Mar-26 Dec-25

Promoters 48.51 48.51 48.51

FIIs 6.47 5.99 5.54

DIIs 10.42 10.06 7.86

Public 34.22 35.04 37.67

Others 0.39 0.40 0.41

ADD
Sector View: Positive

Relative Performance (%)

3Y 2Y 1Y

NIFTY INDIA DEFENCE 223.3 25.9 17.8

ZEN 168.6 10.2 (5.1)

Company Info

BB Code ZEN IN EQUITY

Face Value (INR) 1.0

52-wk High/Low (INR) 2,024/1,223

Mkt. Cap. (Bn) INR 152.4/ $1.6

Shares o/s (Mn)                                                                      90.29

3M Avg. Daily Volume (NSE) 811,844

Particulars (INR Mn) Q1FY27 Q1FY26 YoY(%) Q4FY26 QoQ(%)

Revenue 1,416 1,582 (10.5) 1,781 (20.5)

Material Exp. 259 380 (31.9) 400 (35.2)

Gross Profit 1,157 1,202 (3.7) 1,381 (16.2)

Manufacturing Exp. 125 74 69.6 124 0.7 

Employee Exp. 345 318 8.5 385 (10.6)

Other Exp. 300 163 83.9 362 (16.9)

EBITDA 387 647 (40.2) 510 (24.1)

Other Income 192 218 (12.1) 227 (15.6)

Depreciation 79 63 23.9 58 34.6 

EBIT 500 802 (37.6) 679 (26.3)

Interest Cost 11 35 (68.5) 20 (45.9)

PBT 489 767 (36.2) 658 (25.7)

Tax 134 231 (42.0) 172 (21.9)

RPAT 318 531 (40.0) 472 (32.6)

APAT 342 531 (35.5) 472 (27.6)

Adj EPS (Rs) 3.8 5.3 (27.9) 3.5 9.1 

Margin Analysis Q1FY27 Q1FY26 YoY (bps) Q4FY26 QoQ (bps)

Gross Margin (%) 81.7 76.0 576 77.6 417

Mfg. Exp. % of Sales 8.8 4.7 417 7.0 186

Emp. Exp. % of Sales 24.3 20.1 426 21.6 269

Other Exp. % of Sales 21.2 10.3 1,089 20.3 91

EBITDA Margin (%) 27.34 40.9 (1,356) 28.6 (129)

Tax Rate (%) 27.4 30.2 (277) 26.1 132

APAT Margin (%) 24.2 33.5 (938) 26.5 (237)

Putta Ravi Kumar

Email: ravi.putta@choiceindia.com 

Ph: +91 22 6707 9908

Zen Tech: Timing-led Weakness; Structural Story Remains Firm

Timing-led Weakness; Structural Story Remains Firm

ZEN reported a muted Q1FY27 performance, with revenue at INR 1,416 

Mn (down 20.5% YoY), largely reflecting execution phasing rather than 

demand weakness. Management highlighted that a significant portion of 

the order book – secured in H2FY26 – is yet to be executed, with 

revenues expected to be back-ended towards Q2 and Q3, keeping the 

full-year trajectory intact.

We believe ZEN’s forward outlook remains strong, supported by a robust 

pipeline across simulators and anti-drone systems and improving 

demand momentum, with management highlighting large simulator orders 

(INR 7–8 Bn) in the pipeline alongside rising global interest amid 

heightened geopolitical tensions. The company’s increasing export 

focus (Middle East, Africa, EU, North America) and expansion into 

higher-value segments such as flight simulators (C295 platform), in our 

view, meaningfully expand its addressable opportunity. This is further 

reflected in a healthy order book of INR 12,390 Mn (1.8x of FY26 

revenue), supplemented by post-quarter inflows (INR 1,775 Mn), with 

guidance to scale this to ~INR 25,000 Mn by FY27-end, indicating strong 

pipeline and sustained medium-term growth visibility.

Overall, we believe Q1 weakness is largely timing-driven, while core 

fundamentals – high margins, strong pipeline, and technology 

positioning – remain intact. Near-term performance may stay volatile, but 

execution pickup and operating leverage should drive recovery, 

keeping the medium-term growth story firmly on track.
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ZEN NIFTY INDIA DEFENCE

Change in CIE Estimates

FY27E FY28E

INR Mn New Old
Dev. 

(%)
New Old

Dev. 

(%)

Revenue 10,315 10,315 - 20,631 20,631 --

EBITDA 3,609 3,609 - 7,217 7,217 -

EBITDAM% 35.0 35.0 - 35.0 35.0 -

PAT 2,692 2,692 - 5,551 5,551 -

EPS 29.8 29.8 - 61.5 61.5 -

Q1FY27 Earnings Miss; Margins Contract Sharply

Revenue for Q1FY27 down by 10.5% YoY and down by 20.5% QoQ at INR 

1,416 Mn (vs CIE est. INR 1,820 Mn)

▪ EBIDTA for Q1FY27 down by 40.2% YoY and down by 24.1% QoQ at 

INR 387 Mn (vs CIE est. INR 710 Mn). The EBITDA Margin stood at 

27.3%, contracted by 1,356 bps YoY (vs CIE est. of 39.0%)

▪ RPAT for Q1FY27 down by 40.0% YoY and down by 32.6% QoQ at INR 

318 Mn (vs CIE est. INR 586 Mn). RPAT Margin contracted by 1,106 bps 

YoY, reaching 22.5% (vs CIE est. 32.2%)

View & Valuation: We maintain a constructive stance on ZEN even though 

order finalisation timelines remain inherently uncertain. Due to recent rally on 

the stack, we downgrade the stock to ADD (from BUY) rating on ZEN with an 

unchanged target price of INR 1,850, valuating it on 35x of FY28E EPS.

Expected Share Price Return: 9.6% I Dividend Yield: 0.1% I Potential Upside: 9.6%  
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Management Call – Highlights

Financials

▪ Revenue at INR 141.6 Cr in Q1 FY27 – in line with plan, execution 

weighted to Q2–Q3 due to H2 FY26 order wins and 12-month cycle

▪ Gross margin stable at 72.9%. As on 30 June, 2026, working capital 

is at 257 days – up due to advances to suppliers and inventory for 

execution. Debtor days stable at 122 days. Cash ~INR 1,217 Cr, 

debt-free

Margins & Guidance

▪ Margin dip due to negative operating leverage on fixed cost base. Q1 

FY26 had INR 7.65 Cr provision reversal - ~5% benefit. Q1 FY27 had 

higher warranty at INR 2.88 Cr + R&D INR 4.25 Cr

▪ FY27 EBITDA margin guidance retained at mid-30s. Revenue 

guidance retained - cumulative INR 4,000 Cr for FY27 and FY28, out 

of which ~INR 2,000 Cr from simulators

Order Book Pipeline

▪ Pipeline: INR 700–800 Cr simulator orders expected imminently, 

one very soon, second in “couple of months”. Anti-drone opportunity 

of “couple of thousand crores”. Target: ~INR 2,500 Cr order book by 

FY27-end post execution

▪ Demand softness is due to lack of tender floatation, not capability

Product Progress

▪ Simulators: Mature segment. Army – existing simulators being 

integrated; Air Force entry – C295 simulator demonstrated, full motion 

capability available, shortlisted for future Air Force tenders; Navy – 

full range including bridge, engine, submarine and weapon simulators 

available

▪ Anti-drone Systems: Mature, battle proven. New variants: High 

altitude system launched, man-portable system awaiting armed 

forces evaluation. Market size described as very large, awaiting 

tenders.

▪ Interceptor / Hyperstrike: Interceptor drone for Shahed-class threats 

– flown at 300 kmph in trials, payload integration ongoing, meant for 

short range high-speed interception. Management sees large 

opportunity in swarm scenario.

▪ Vector Technics - Propulsion: Capacity expanded to 3 lakh units. 

Agnostic supplier to all domestic players and friendly nations, ~50% 

enquiries from overseas incl. Europe/US. Last year turnover small, 

~50% exported. Awaiting orders to domestic drone OEMs to flow 

through. Proxy for Indian drone industry.

▪ Robotics: Vrishabh UGV – internal trials completed, customer trials 

pending. The company is undertaking heavy investment in 

autonomous vehicles for defence – 2–3 year maturity timeline.

▪ Smart Border Suite: Integrated border management solution 

released, currently being showcased to various security forces. Large 

market, expected to have multiple vendors.

▪ Next-gen R&D: Directed energy laser weapons and other cutting-

edge systems under development.

International & M&A

▪ The management estimates the US TAM for simulators at USD 10 

Bn, though the market remains closed and highly regulated. The 

company is pursuing FOCI and ITAR clearances and intends to enter 

through partnerships with prime contractors as a sub-contractor, with 

a target of USD 100 Mn by Year 3. In Europe, traction is driven by 

Zen's expertise in simulators for Russian-origin platforms

▪ QIP funds largely deployed, balance cash available for acquisitions. 

Management actively scouting acquisitions with large revenue 

potential, on lines of ARI acquisition.

Institutional Equities

Revenue for Q1 FY27 at INR 1,416 Mn, back-

ended to Q2-Q3 on 12-month cycle

Full-year EBITDA guidance retained at mid-

30s. Cumulative FY27-28 revenue target INR 

4,000 Cr.

Simulators and anti-drone remain mature near-

term drivers. Vector propulsion capacity 

expanded to 3 lakh units; high-altitude anti-

drone launched and man-portable system in 

evaluation

2

FOCI and ITAR clearances in progress for the 

US market. Company actively evaluating 

acquisitions
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PAT down 40% on a YoY basis 

Source: ZEN, Choice Institutional Equities Source: ZEN, Choice Institutional Equities

1-yr forward PE band

EBITDA down 40% on a YoY basisRevenue down 10.5% on a YoY basis   

Institutional Equities

Source: ZEN, Choice Institutional Equities

Note: Order book balance is shown as of each date. Incremental bars reflect orders received (+) and orders executed (−) during the respective quarter.

Order Book Flow (INR Mn)

Source: ZEN, Choice Institutional Equities

Source: ZEN, Choice Institutional Equities
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Institutional Equities

EBITDA margin trendRev. expected to expand ~61.3% CAGR over FY26–29E

PAT anticipated to expand ~50.4% CAGR over FY26–29E

Source: ZEN, Choice Institutional Equities Source: ZEN, Choice Institutional Equities

Source: ZEN, Choice Institutional Equities

Source: ZEN, Choice Institutional Equities Source: ZEN, Choice Institutional Equities

Strong R&D for futuristic technologies Working capital cycle to improve

Source: ZEN, Choice Institutional Equities

ROE & ROCE trend
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5

Income Statement (INR Mn) Balance Sheet (INR Mn)

Institutional Equities

Particular FY25 FY26 FY27E FY28E FY29E

Net Worth 17,007 18,891 21,582 27,133 34,546

Non-controlling Interest 352 600 600 600 600

Long-term Borrowings 402 14 -   -   -   

Lease Liabilities 172 97 155 309 433

Other Liabilities & Provisions 118 246 206 410 574

Short-term Borrowings 139 20 -   -   -   

Other Current Liabilities 2,300 1,735 1,820 3,394 4,543

Total Liabilities 20,490 21,602 24,363 31,847 40,696

Net Fixed Assets 1,064 1,369 1,407 1,388 1,344

Capital Work in Progress 36 133 309 619 866

Other Non-current Assets 1,349 4,558 6,945 9,420 11,401

Inventories 1,193 1,882 1,130 1,696 2,374

Trade Receivable 4,104 2,240 3,391 6,500 8,704

Cash & Bank Balance 4,006 3,547 6,001 3,723 4,106

Other Current Assets 8,738 7,872 5,179 8,501 11,900

Total Assets 20,490 21,602 24,363 31,847 40,696

Cash Flows (INR Mn) FY25 FY26 FY27E FY28E FY29E

Cash Flows from Operations 310 2,446 3,170 2,798 3,186 

Cash Flows from Investing (10,004) (1,615) (3,002) (3,235) (2,728)

Cash Flows from Financing 10,068 (783) (114) 223 131 

Ratio Analysis FY25 FY26 FY27E FY28E FY29E

Growth Ratios (%)

Revenue 121.4 -29.4 50 100 40

EBITDA 106.6 -33.8 46 100 40

PAT 131.1 -27.2 23.5 106.2 33.6

Margins (%)

Gross Margin 62.1 75.9 67.9 67.9 67.9

EBIDTA Margin 38.4 36 35 35 35

PAT Margin 30.7 31.7 26.1 26.9 25.7

Profitability (%)

ROE 27.9 12.1 13.3 22.8 24.0

ROCE 17.0 11.4 12.5 20.1 21.2

Working Capital 

Inventory Days 45 100 40 30 30

Debtor Days 154 119 120 115 110

Payable Days 10 26 15 12 10

Cash Conversion Cycle 189 193 145 133 130

Valuation metrics

Outstanding Shares (Mn) 87.4 89.9 90.3 90.3 90.3

Price (INR) 1,688 1,688 1,688 1,688 1,688

Market Cap (INR Bn) 152.4 152.4 152.4 152.4 152.4

PE (x) 52.6 78.4 56.6 27.5 20.6

EV (INR Bn) 149.0 148.9 146.4 148.7 148.3

EV/EBITDA (x) 39.9 60.2 40.6 20.6 14.7

BV/Share 192.3 215.9 245.7 307.2 389.3

Price/BV (x) 8.8 7.8 6.9 5.5 4.3

DuPont Analysis (INR Mn) FY25 FY26 FY27E FY28E FY29E

Tax Burden 74% 73% 74% 74% 74%

Interest Burden 97% 96% 96% 97% 97%

EBIT Margin 43% 45% 37% 38% 36%

Asset Turnover 0.7 0.3 0.4 0.7 0.8

Equity Multiplier 1.3 1.2 1.1 1.2 1.2

ROE 27.9% 12.1% 13.3% 22.8% 24.0%

Source: ZEN, Choice Institutional Equities

Source: ZEN, Choice Institutional Equities

Particular FY25 FY26 FY27E FY28E FY29E

Revenue 9,736 6,877 10,315 20,631 28,883 

Gross Profit 6,046 5,222 7,002 14,005 19,607 

Other Exp 6,001 4,404 6,707 13,413 18,779 

EBITDA 3,735 2,472 3,609 7,217 10,104 

Depreciation 154 244 401 469 544 

EBIT 4,165 3,083 3,826 7,780 10,427 

Interest Expense 104 103 118 136 156 

Other Income 584 854 619 1,032 866 

Reported PAT 2,993 2,179 2,692 5,551 7,413 

EPS 32.1 21.5 29.8 61.5 82.1 
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Institutional Equities

6

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

CHOICE RATING DISTRIBUTION & METHODOLOGY

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
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Historical Price Chart: Zen Technologies (ZEN)

Date Rating Target Price

August 21, 2025 BUY 2,150

October 28, 2025 BUY 2,150

February 03, 2026 BUY 2,150

May 05, 2026 BUY 1,850

July 28, 2026 ADD 1,850
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