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Execution Concerns Deepen; Visibility Remains Absent

DCX Systems reported another weak quarter, with continued pressure
across revenue, margin and profitability, extending the trajectory of
underperformance seen in the past several quarters. The lack of
improvement in execution raises concerns around the company’s ability
to translate its order book into sustainable earnings. More importantly,
the continued absence of engaging with the mgmt. and forward-
looking disclosures for multiple quarters, significantly limits visibility.

3M Avg. Daily Volume 4,487,277
Change in CIE Estimates
FY27E FY28E
INR Mn New  Old Dev. (%) New Old Dev. (%)
Revenue 8,920 13,837  (35.5) 11,150 15,636 (28.7)
EBITDA 107 125  (14.4) 167 141 18.6
EBITDAM % 1.2 0.9 30bps 1.5 0.9  60bps
PAT 380 562 (32.5) 537 623 (13.9)
EPS 3.4 50 (319) 438 5.6 (14.0)
Key Financials
INR Mn FY25 FY26 FY27E FY28E FY29E
Revenue 10,837 7,433 8,920 11,150 13,938
YoY Growth (%) (23.9) (31.4) 20.0 25.0 25.0
EBITDA 46  (171) 107 167 251
EBITDAM (%) 0.4 (2.3) 1.2 1.5 1.8
Adjusted PAT 389 (77) 380 537 690
EPS 35  (0.7) 3.4 4.8 6.2
ROE (%) 2.8 (0.5) 24 3.3 4.1
ROCE (%) 5.2 0.8 4.0 5.4 6.5
P/E(x) 60.8 N/A 62.3 441 34.3
P/BV (x) 1.7 1.6 1.5 1.5 1.4
Shareholding Pattern (%)
Mar-26 Dec-25 Sep-25
Promoters 52.17 52.17 52.17
Flls 0.83 1.06 1.48
Dlls 291 3.64 3.22
Public 44.09 43.15 43.14
Relative Performance (%)
YTD 3Yr. 2Yr. 1Yr.
BSE 200 (0.7) 5.3 40.9
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While the order book remains healthy at INR 29,840 Mn (4.0x of FY26
revenue), backlog strength alone provides limited comfort without
consistent execution and margin recovery. A sustained trajectory of
revenue degrowth in the past two years, along with repeated quarterly
misses, indicates that the challenges may be more structural than
cyclical. With no guidance from the management, assessing earnings
trajectory or recovery timelines remains difficult, thereby weakening
confidence in operating leverage assumptions.

The only positives continue to be external, including favourable
geopolitical dynamics and potential outsourcing opportunities in defence
electronics manufacturing. However, this remains to be a long-term
optionality and is yet to reflect in execution or financial performance.
Given the continued weakness in earnings delivery and limited
visibility, we downgrade DCX Systems to SELL (from Reduce) with a
revised target price of INR 150 (30x FY28E EPS), implying a
considerable downside from the current level. We would turn
constructive only upon clear evidence of execution improvement and
margin stabilisation.

Another Disappointing Quarter
= Revenue for Q4FY26 was down by 62.3% YoY and up by 71.2%
QoQ at INR 2,073 Mn (vs CIE estimate of INR 6,050 Mn)

= EBITDA for Q4FY26 stood at INR -2.8 Mn (vs CIE estimate of INR
128 Mn). EBITDA margin stood at -0.1%, contracting by 200 bps YoY
(vs CIE estimate of 2.1%)

= PAT stood at INR -2.5 Mn (vs CIE estimate of INR 262 Mn). PATM
contracted by 389 bps YoY, reaching -0.1% (vs estimate of 4.3%)

Q4FY26 ] }
Revenue 2,073 5,500 (62.3) 1,211 71.2
Material Exp 1,864 5,269 (64.6) 1,070 74.1
Gross Profit 209 231 (9.4) 140 49.1
Employee Exp 95 68 38.6 72 31.8
Other Exp 117 60 94.5 120 (2.2)
EBITDA (3) 102 N/A (51) N/A
Other Income 84 235 (64.2) 107 (21.4)
Depreciation 40 37 7.8 40 1.0
EBIT 41 300 (86.3) 16 159.2
Interest Cost 7 15 (52.6) 9 (20.2)
PBT 34 285 (88.1) 7 403.9
Tax 36 78 (53.1) 31 17.5
RPAT (3) 207 N/A (24) N/A
Adj EPS (INR) (0.0) 1.9 N/A (0.2) N/A

Q3FY26 QoQ (bps

Q4FY26

Gross Margin (%) 10.1 11.6 (149)
Emp. Exp. % of Sales 4.6 1.2 333 5.9 (137)
Other Exp. % of Sales 5.6 1.1 455 9.9 (423)
EBITDA Margin (%) (0.1) 1.9 (200) (4.2) 411
APAT Margin (%) (0.1) 3.8 (391) (2.0) 186

Source: DCXINDIA, Choice Institutional Equities
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Revenue expected to expand 23.3% CAGR over FY26-29E EBITDA margin improvement anticipated =
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Income Statement (Consolidated — INR Mn)

FY26 FY27E  FY28E
Revenue 10,837 7,433 8,920 11,150 13,938
Gross Profit 477 648 865 1,093 1,380
EBITDA 46 (171) 107 167 251
Other Income 800 451 677 880 1,056
Depreciation 134 153 167 189 212
EBIT 713 127 617 859 1,095
Interest Expense 109 33 33 33 33
PBT 604 94 584 826 1,062
Reported PAT 389 (77) 380 537 690
EPS 3.5 (0.7) 3.4 4.8 6.2

FY25 FY26 FY27E FY28E FY29E

Ratio Analysis
Growth Ratios

Revenue (%) (23.9) (31.4) 200 250 250
EBITDA (%) (94.2) N/A N/A 56.3 50.0
PAT (%) (48.7) N/A NA 414 286
Margin Ratios

EBITDA Margin (%) 04 (2.3) 1.2 1.5 1.8
PAT Margin (%) 3.3 (1.0) 40 45 4.6
Performance Ratios

ROE (%) 2.8 (0.5) 24 3.3 4.1
ROCE (%) 5.2 0.8 4.0 5.4 6.5
Turnover Ratio (Days)

Inventory 97 264 220 210 200
Debtors 56 66 64 62 60
Payables 34 103 90 80 70
Cash Conversion Cycle (Days) 119 227 194 192 190
Financial Stability Ratios

Net Debt/Equity (x) (0.7) (0.5) (0.5) (0.5) (0.4)
Valuation Metrics

Outstanding Shares (Mn) 1114 1114 1114 1114 1114
Price (INR) 212 212 212 212 212
Market Cap (INR Mn) 23,654 23,657 23,657 23,657 23,657
P/E (x) 60.8 N/A 623 441 343
EV (INR Mn) 13,619 16,009 15,373 15,844 23,657
EV/EBITDA (x) 295.3 (93.6) 143.6 947 943
BVPS 123.5 135.8 139.2 144.1 150.3
P/BV (x) 1.7 1.6 1.5 1.5 1.4

Source: DCXINDIA, Choice Institutional Equities
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Balance Sheet (Consolidated — INR Mn)
. FY25

Particular FY26 FY27E FY28E

Net Worth 13,752 15,130 15,510 16,046' 16,737
Total Debt 0.2 - - - -
Otr Long Term Liab. 52 45 45 45 45
Trade Payables 1,012 2,101 2,199 2,444 2,673
Other Curr Liabilities 4,225 3,759 5,000 6,137 7,531
Total Liabilities 19,041 21,035 22,754 24,672 26,985
Net Fixed Assets 693 703 736 767 805
Otr. Non-curr. Asset 2,837 4,192 4,660 5223 5,939
Inventories 2,890 5,370 5377 6,415 7,637
Trade Receivables 1,652 1,344 1,564 1,894 2,291
Cash & Bank Bal. 10,035 7,648 8,285 7,813 7,241
Other Current Assets 934 1,777 2,133 2,559 3,071
Total Assets 19,041 21,035 22,754 24,672 26,985
Capital Employed 13,752 15,130 15,510 16,046 16,737
Net Debt (10,035) (7,648) (8,285) (7,813) (7,241)
FCFF 1,959 (1,506) 1,137 125 177

Cash Flows (INR Bn)

FY25 FY26 FY27E FY28E FY29E]

Cash Flows from Operations 4,959 23 1,337 345 427
Cash Flows from Investing = (2,386) (1,081) (668) (783) (966)
Cash Flows from Financing (946) 260  (33) (33) (33)

DuPont Analysis FY25 FY26 FY27E FY28E  FY29E
Net Profit Margin 3.6% (1.0)% 4.3% 4.8% 5.0%
Asset Turnover (x) 0.6 0.4 0.4 0.5 0.5
Financial Leverage (x) 14 1.4 1.5 1.5 1.6
ROE 2.8% (0.5)% 2.4% 3.3% 4.1%

Source: DCXINDIA, Choice Institutional Equities
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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)

UNDER REVIEW (UR)

The stock has no recommendation from the Analyst
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)

Fundamentals of the sector are expected to be challenging over the next 12 months

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

Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Choice Equity Broking Private Limited is a registered Research Analyst Entity (Reg. No. INH000000222 ) CIN. NO.: U65999MH2010PTC198714. Reg. Add.: Sunil Patodia
Tower, J B Nagar, Andheri (East)), Mumbai 400099. Tel. No. 022-6707 9999 . Compliance Officer-Prashant Salian. Tel. 022-6707 9999-Ext. 896. Email-
Compliance@choiceindia.com. Grievance officer-Deepika Singhvi Tel.022-67079999- Ext-834.

Email- ig@choiceindia.com

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.

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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