Result Update

7" November, 2025 Capital Goods

Worst Factored In; Recovery Awaited

Est. Vs. Actual for Q2FY26: Revenue: BEAT; EBITDA: BEAT; PAT: BEAT
Changes in Estimates post Q2FY26

FY26E/FY27E: Revenue: -1%/-5%; EBITDA: -30%/-24%; PAT: -46%/-31%
Recommendation Rationale

e Bio-energy Segment Waiting For The Next Push: Praj's performance remained subdued,
impacted by cautious sentiment in the domestic ethanol market. With the company having
achieved the 20% ethanol blending target, further growth now hinges on the development of
new avenues. The management continues to focus on diversifying into alternative opportunities
and remains optimistic about regaining growth momentum once clarity emerges on future
blending targets, including those related to diesel.

e Fixed Costs Hurting Margins: EBITDA margins remained under pressure during the quarter
as fixed costs continued to rise amid muted revenue growth. Fixed expenses in the GenX
business (~Rs 8.5-9 Cr per month) without corresponding revenue contribution have
significantly impacted profitability, prompting the management to explore alternate revenue
streams.

e Traction in International Business: The management remained optimistic about potential
growth opportunities in the international business. The company indicated a healthy inquiry
pipeline in the U.S., supported by the potential benefits of IRA 45Z tax credits. Additionally,
management highlighted favourable policy developments in regions such as Latam, Indonesia,
and Africa, which could serve as key growth catalysts going forward.

Sector Outlook: Cautiously Optimistic

Company Outlook & Guidance: The company continues to face execution delays in the domestic
bio-energy business, while projects expected from the new GenX facility have been stalled or put
on hold. In H2FY26, management expects progress on the delayed projects, with execution activity
likely to improve as liquidity conditions ease for customers. Although the recovery timeline for the
domestic bio-energy business remains uncertain, the company is actively working on developing
new growth avenues to achieve its FY30 targets.

Valuation: 20x Sept’27E (Earlier Valuation: 20x FY27E)
Current TP: Rs. 340/share; (Earlier TP: Rs 350/share)

Recommendation: We upgrade our rating on the stock from SELL to HOLD as the stock has
corrected significantly since our last report, reflecting right valuations.

Financial Performance: The company reported revenue of Rs 842 Cr, up 3% YoY and 31% QoQ,
surpassing estimates by 19%. EBITDA stood at Rs 56 Cr, down 41% YoY and 57% QoQ, in line
with expectations. EBITDA margin declined to 6.6% from 11.5% in Q2FY25. PAT came in at Rs 19
Cr, down 64% YoY but up 261% QoQ, reflecting an overall performance ahead of estimates. Order
intake during the quarter stood at Rs 813 Cr, compared to Rs 795 Cr in the preceding quarter.

Outlook: Although Praj is expanding its portfolio and strengthening its existing capabilities, near-
term growth momentum is expected to remain subdued. The company has invested in the
Mangalore GenX facilities, which are yet to achieve the anticipated utilization levels. Momentum is
likely to pick up in the second half of FY27 as demand in the bioenergy segment normalizes and
the Engineering and other businesses gain traction.

Valuation & Recommendation: Our revised estimates indicate a materially slower growth
trajectory over the next few quarters, with recovery expected once customers gain clarity on their
sustainable investment plans. We have rolled forward our estimates and now value the stock at
20x Sept'27E (earlier 20x FY27E), translating into a TP of Rs 340/share (revised down from Rs
350/share), implying an upside of 1% from the CMP. We upgrade our rating on the stock from
SELL to HOLD as the key headwinds appear to be largely factored in.

Key Financials (Consolidated)

(Rs Cr) Q2FY26 YoY (%) QoQ (%) Axis Est. Variance
Net Sales 842 3% 31% 706 19%
EBITDA 56 -41% 57% 42 32%
EBITDA Margin 6.63% -490bps 107bps 5.98% 65bps
Net Profit 19 -64% 261% 14 39%
EPS (Rs) 1.0 -64% 261% 0.8 39%

Source: Company, Axis Securities Research
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340

(CMP as of 6" November, 2025)

CMP (Rs) 335
Upside /Downside (%) 1%
High/Low (Rs) 875/328
Market cap (Cr) 6,149
Avg. daily vol. (1m) Shrs. 7,32,380
No. of shares (Cr) 18.4

Shareholding (%)

Mar-25 Jun-25  Sep-25
Promoter 32.81 32.81 32.81
Flis 17.16 16.86 17.53
Dlls 19.51 17.43 14.83
Retail 30.52 32.89 34.82

Financial & Valuations

Y/E Mar (Rs Cr) FY25 FY26E FY27E
Net Sales 3,228 3,260 3,825
EBITDA 315 241 368
Net Profit 219 106 221
EPS (Rs) 11.9 5.8 12.1
PER (x) 28.1 58.2 27.7
EV/EBITDA (x) 19.1 25.0 16.4
ROE (%) 16% % 14%

Change in Estimates (%)

Y/E Mar FY26E FY27E
Sales -1% -5%
EBITDA -30% -24%
PAT -46% -31%
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Key Highlights

Financial Performance: Praj Industries Ltd. delivered growth on a sequential basis in Q2FY26 despite continued external
headwinds, particularly in the domestic ethanol segment and international markets affected by U.S. tariff-related challenges. The
international business contributed ~35% to the Q2FY26 order book. Material costs declined YoY due to a favorable sales mix, while
other expenses rose owing to higher execution activity during the quarter. Lower absorption of fixed costs at Praj GenX weighed on

profitability.

Effective Tax Rate (ETR): The consolidated effective tax rate stood at 35% for Q2FY26 and 37% for H1FY26, reflecting the

recognition of deferred tax assets on Praj GenX losses at a reduced rate.

Bio-energy Business: Domestically, the industry has achieved the EBP20 blending target and is awaiting fresh policy guidance for
the next phase. Customer-side funding constraints and civil readiness issues continued to cause project execution delays.
Nonetheless, Praj is witnessing rising demand for Distillers' Corn Oil modules, indicating ongoing traction within the ethanol value

chain. The company is also hopeful of traction in Diesel blending in the medium-to long-term.

1G International: Execution is underway for the first low-carbon ethanol project availing the U.S. IRA 45Z tax credits, reinforcing
Praj’s international order pipeline in the low-carbon ethanol segment. Further policy support is anticipated in countries such as

Panama and Argentina, which should bolster growth prospects.

1G Service: The service business continues its steady growth trajectory, supported by a healthy enquiry pipeline for biogenic CO,

capture solutions. The company secured multiple international orders in this segment, highlighting its expanding global footprint.

CBG: Momentum in CBG projects remains positive, particularly for Napier grass-based feedstock. The company is currently
executing its first Napier grass-based CBG project, with rising interest in Napier grass and press mud-based plants across Andhra
Pradesh, Telangana, West Bengal, and Maharashtra. Management emphasized a steadily improving ecosystem and a sustained

enquiry pipeline in this segment.

SAF: The SAF demo plant at Praj Matrix R&D Center has become the world’s first integrated Alcohol-to-Jet fuel facility, marking a
significant technological milestone. This pioneering project is expected to enhance customer confidence in Praj's SAF technology

and accelerate commercial-scale adoption globally.

Other Developments: The company continues to explore new opportunities in Zero Liquid Discharge (ZLD) systems, PHS for ultra-
pure water and insulin applications, and Brewery (green field). In the bioplastics segment, Praj is witnessing strong international

interest, along with early traction in the domestic market.

Praj Genx: Earlier announced energy transition-related projects that were announced in the past are either stalled or currently on
hold, leading to margin pressures. The GenX facility has ~9 Cr of fixed costs per month. Strategic initiatives and structural
realignments are underway to diversify its customer base and expand into new verticals, including Oil & Gas, piping, structural

fabrication, and conventional industrial markets.

Guidance: The management expressed optimism in improving the growth trajectory in the second half of FY26. While the
management alluded that it may have to rethink its strategy, the company continues to work towards Vision 2030 (target of tripling
top line by 2030). The company believes the domestic ethanol blending business will need further policy push, while it views
potential diesel blending mandates as a significant growth opportunity, given that diesel consumption in India is ~2.5-3x higher than

petrol. Praj is also positive on gaining traction in newer avenues and international business.

Key Risks to Our Estimates and TP

Changes in the pace of order execution or cancellation of orders.
Changes in government policies and/or international policies and regulations.

Advent of newer technologies leading to changes in business models/prospects.




Change in Estimates

Revised

FY26E
Revenue 3,260
EBITDA 241
PAT 106

Source: Company, Axis Securities Research

Q2FY26 Results Review

(Rs Cr)

Revenue

Net Raw Material consumed
Gross Profit
Gross Margin %
Employee

Other Expenses
Total Expenditure
EBIDTA

EBITDA Margin
Less: Depreciation
EBIT

Less: Net Interest

Add: Other income

Profit Before Extraordinary Items and
Tax

Less: Extraordinary Expense (net)
Profit Before Tax

Less: Total Tax

Profit After Tax

Reported EPS (Rs)

Source: Company, Axis Securities Research

FY27E

3,825

368

221

Q2FY25

816
429
387
47.4%
85
208
722
94
11.5%
21
79

74

74
21
54
2.9

Old

FY26E

3,282

Q1FY26

640
298
342
53.4%
82
224
605
36
5.6%
25
15

10

10

0.3

Q2FY26
Axis Est

706
346
360
51.0%
78
240
664
42
6.0%
26
24

19

19

14
0.8

FY27E

4,015

483

322

Q2FY26

842
384
458
54.4%
87
315
786
56
6.6%
27
35

30

30
10
19
1.0

% Change
FY26E FY27E
-1% -5%
-30% -24%
-46% -31%
G:(oom\/(th G?OOWch Va?i)g:ce
(%) (%)
3% 31% 19%
-11% 29%
18% 34%
698bps 100bps 340bps
2% 6%
51% 41%
9% 30%
-41% 57% 32%
-490bps 107bps 65bps
30% 6%
-56% 134%
5% -4%
-2% 24%
-60% 208%
-60% 208%
-50% 142%
-64% 261% 39%
-64% 261% 39%




Financials (consolidated)
Profit & Loss

Y/E March

Net sales

Raw Material
Employee benefit expenses
Other Expenses
EBITDA

Other income
PBIDT
Depreciation
Pre-tax profit
Tax provision

RPAT

Source: Company, Axis Securities Research

Balance Sheet

Y/E March

Share Capital

Reserves & Surplus

Total Equity

Total Non-Current Liabilities
Trades Payable

Other Current Liabilities
Total Current Liabilities

Total Capital Employed

Net Block

Goodwill

Total Non-Current Assets
Cash

Inventory

Receivables

Investments

Total Current Assets

Total Assets

Source: Company, Axis Securities Research

FY24
3,466
1,962

319
814
372
59
431
44
377
94
283

FY24
37
1,238
1,275
162
497
793
1,459
2,895

407
63
671
168
221
836
402
2,224
2,895

FY25
3,228
1,655
349
910
315
61
376
86
270
80
219

FY25
37
1,345
1,382
174
482
990
1,605
3,160

446
63
730
126
253
556
358
2,430
3,160

FY26E
3,260
1,482

355
1,182
241
31
272
104
148
42
106

FY26E
37
1,451
1,488
174
426
990
1,549
3,210

521
63
805
20
203
688
358
2,405
3,210

FY27E

3,825
1,913
406
1,139
368
56
424
108
296
75
221

FY27E
37
1,672
1,709
174
534
990
1,657
3,540

518
63
802
206
252
786
358
2,738
3,540

(Rs Cr)

FY28E
5,025
2,513

527
1,407
579
82
661
110
531
134
397

(Rs Cr)

FY28E
37
2,069
2,106
174
688
990
1,811
4,090

563
63
847
406
310
1,033
358
3,243
4,090




Cash Flow

Y/E March
Net Profit Before Tax
Depreciation

Working Capital Changes

Tax Paid

Cash From Operating Activities

Cash From Investing Act

Cash Flow from Financing

Change in Cash
Opening Cash
Closing Cash

Source: Company, Axis Securities Research

Ratio Analysis

Y/E March
Operational Ratios
Gross profit margin
EBITDA margin
PAT margin

Growth Indicators
Sales growth
EBITDA growth
PAT growth

Efficiency Ratios

Total Asset Turnover (x)
Inventory turnover (x)
Sales/Working Capital

Liquidity Ratios
Total Debt/Equity(x)
Total Asset/Equity(x)
Current Ratio(x)
Quick Ratio(x)
Interest Cover(x)

Per Share Data
Earnings Per Share (Rs)

Valuation Ratios
Adjusted PE (x)
Price / Book Value(x)
EV/Net Sales(x)
EV/EBITDA(x)
EV/EBIT(x)

Return Ratios
ROA

ROE

ROCE

Source: Company, Axis Securities Research

FY24
377
44

-104
199
-10

-124

65
99
168

FY24

43%
11%
8%

-2%
21%
18%

1.3
7.1
6.2

0.00
2.28
1.52
1.37
37.99

15.43

21.7
4.8
1.7

16.2

155

10%
24%
30%

FY25
299
86
-200
-103
43
71
-161

168
126

FY25

49%
10%
7%

-1%
-15%
-23%

1.1
7.0
10.2

0.00

2.22

1.51

1.36
16.72

11.92

28.1
4.4
1.9

19.1

20.8

7%
16%
19%

FY26E

55%
7%
3%

1%
-24%
-52%

1.0
6.5
7.0

0.00

2.11

1.55

1.42
11.98

5.75

58.2
4.1
1.8

25.0

35.9

3%
7%
10%

FY27E
296
108

FY27E

50%
10%
6%

17%
53%
110%

11
8.4
7.0

0.00
2.00
1.65
1.50
18.50

12.06

27.7
3.6
1.6
16.4
19.0

7%
14%
18%

(Rs Cr)

FY28E
531
110
-151
-134
376
-155

200
206
406

(%)
FY28E

50%
12%
8%

31%
57%
79%

13
9.0
6.8

0.00
1.94
1.79
1.62
29.12

21.60

15.5
2.9
1.2

10.4

10.9

10%
21%
26%




Praj Industries Price Chart and Recommendation History
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RATING SCALE: Definitions of ratings

Ratings Expected absolute returns over 12 — 18 months

BUY More than 10%

HOLD Between 10% and -10%

SELL Less than -10%

NOT RATED We have forward-looking estimates for the stock, but we refrain from assigning a valuation and recommendation.
UNDER REVIEW We will revisit our recommendation, valuation and estimates on the stock following recent events.

NO STANCE We do not have any forward-looking estimates, valuations or recommendations for the stock.

Note: Returns stated in the rating scale are our internal benchmark.
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