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Azad Engineering: Scaling up Complexity beyond Capacity Expansion 5
May 17, 2026 | CMP: INR 2,098 | Target Price: INR 1,900 REDUCE &
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Expected Share Price Return: -9.4% | Dividend Yield: 0.0%IPotential downside: 9.4%  Sector View: Positive o
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Change in Estimates v
Change in Target Price X Scaling up Complexity beyond Capacity Expansion
Change in Recommendation v We believe AZAD'’s positioning is gradually evolving, and importantly, in the right
direction. From what we see, the company is not just adding capacity, but
Company Info moving towards more complex, mission-critical components. The focus on
BB Code AZAD INEQUITY  gregs like hot-section parts — where global competition is limited —
Face Value (INR) 20 jndicates a clear move up the value chain.
52-wk High/Low (INR) 2,350/1,360
Mkt Cap (Bn) INR1352/814 1 our view, this is where the real differentiation lies. These are not easy

Shares ofs (Mn) 646 capabilities to build, and once established, they tend to drive better margins
3M Avg. DailyVolume 420,273 and stronger client stickiness. While disclosures remain limited at this stage,

Change in CIE Estimates the direction of travel is clearly towards higher-value participation.

FY27E FY28E

INR Mn New = OId Dev. New Old Dev. That said, the next phase is likely to be more about execution than expansion.

Revenue 8200 8446 (2.9)% 11317 11.403 (0.8)% With multiple plants already set up or ramping up, and inventory built ahead of
EBITDZ 2‘993 3’007 (0'5)0/: 4‘142 4’071 1 702 demand, the key question now is conversion. From FY27 onwards, we expect a
EBITDAM% ’36 5 354 110.bps ‘36 6 357 90 i)ps shift from investment phase to revenue and cash flow generation.

PAT 1,938 1857 43% 2726 2,720 0.2% . T . .

EPS 300 287 45% 422 421 03%  The ~INR 65,000 Mn order book provides visibility, but in our view, the real
inflection depends on efficient transition to a utilisation-led growth cycle.

Actual vs CIE Estimates Interestingly, despite a strong backlog, management continues to guide for a

INR Mn Q4FY26A CIE Estimates Dev. measured ~25% growth, which we read as calibrated scaling rather than

Revenue 1,615 1,714 (5.7)% aggressive ramp-up.

EBITDA 613 654 (6.3)

%EBITDAM % 38.0 382  (21)bps  From a valuation perspective, we are factoring in this moderated near-term

PAT 368 386 (4.5)%

growth trajectory. Post the recent sharp rally, we downgrade the stock to

. REDUCE (from BUY), while maintaining our TP of INR 1,900 (45x FY28E EPS).
Key Financials

INR Mn FY25 FY26E FY27E FY28E FY29E

Revenue 4,574 6,030 8,200 11,317 15617

YoY Growth (%) 342 318 360 380 380 Miss on Topline, Margin Performance Broadly in line

EBITDA 1613 2253 2993 4142 5731 . Revenue for Q4FY26 grew 27.3% YoY and 1.8% QoQ to INR 1,615 Mn (vs
EBITDAM (%) 35.3 374 36.5 36.6 36.7 CIE est. INR 1,714 Mn)

PAT 865 1,336 1,938 2,726 3,833 ’ ’

EPS 14.7 20.6 30.0 422 59.4

ROE % 6.2 8.7 11.2 13.7 16.1 = EBITDA for Q4FY26 rose 34.5% YoY but declined 1.4% QoQ to INR 613 Mn
ROCE % 84 105 132  16.1 19.2 (v CIE est. INR 654 Mn). EBITDA margin stood at 38.0%, up 204 bps YoY
PE(Y) 14311020 699 497 354 and down 124 bps QoQ (vs CIE est. 38.2%)

Price/BV (x) 9.7 8.9 7.9 6.8 5.7

= PAT for Q4FY 26 increased 48.4% YoY and 6.0% QoQ to INR 368 Mn (vs CIE
est. INR 386 Mn). PAT margin expanded 324 bps YoY and 91 bps QoQ to

Shareholding Pattern (%)

Mar-26 Dec-25 Sep-25
oromotere o o sl o 22.8% (vs CIE est. 22.5%)
Flls 14.75 15.33 15.76 Particulars _
Dils . 10.73 984 pevenue 1,615 1,269 27.3 1,587 1.8
Public 17.69 18.08 18.99 Material Exp 111 162 (31.8) 131 (15.7)
Relative Performance (%) Gross Profit 1,505 1,107 35.9 1,456 3.4
YTD 24M 12M 6M  Employee Exp 383 254 51.0 342 12.0
BSE200 7.1 (2.8) (6.5) Other Exp 508 398 27.9 492 3.4
AZAD 60.4 15.7 296 EBITDA 613 456 34.5 622 (1.4)
Other Income 166 34 390.9 81 103.8
190 Depreciation 168 93 81.4 142 18.0
s EBIT 611 397 53.9 561 8.9
160 Interest Cost 99 38 158.1 83 18.3
128 PBT 512 359 428 478 7.2
130 Tax 144 111 30.4 131 10.5
120 PAT 368 248 48.4 347 6.0
To0 TMWW EPS (INR) 5.6 4.2 34.2 5.3 43
90 - T T T T T T T 1
I 3 O3 8 8 8 & & g -
E Y 5 3 3 % 5 32 % il
> < z - > < z - > Gross Margin (%) 93.2 87.2 592 91.7 142
AZAD BSE200 Employee Exp. % of Sales 23.7 20.0 372 21.6 216
Other Op. Exp % of Sales 31.5 31.3 16 31.0 50
Putta Ravi Kumar EBITDA Margin (%) 38.0 35.9 204 39.2 (124)
Email: ravi.putta@choiceindia.com Tax Rate (%) 28.2 30.9 (269) 27.3 83
Ph: +9122 6707 9908 PAT Margin (%) 22.8 19.5 324 21.8 91

Source: AZAD, Choice Institutional Equities
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Management Call — Highlights

Financial Performance & Key Metrics

= FY26 Profitability: EBITDA margin of 36.9% and PAT margin of
22.4% for the full year, driven by supply chain efficiency, operational
scale and backward integration

Q4FY26 Result Update

Management Guidance & Outlook
» Top-line Growth: The management guided 25%+ revenue growth for
Guidance of 25%+ revenue growth for FY27 and FY27, sustained on a multi-year basis, underpinned by firm customer
beyond, targeting a 33-35%+ EBITDA margin band schedules and already-qualified products
= Margin Targets: Target EBITDA margin band of 33-35%+, with
upside potential from ongoing shop-floor improvements

Strategic Milestones & Product Development
= MHI Contract: Secured an 8-year, single-source contract for hot-
section nozzle vane segments — a complex product previously
manufactured in-house by Mitsubishi Heavy Industries
Contracts and qualifications by global OEMs = ATGG Engine: Nearing delivery milestone for the ATGG engine
valioates manufacturing capability = Aerospace Qualifications: Rolls-Royce first qualification batch
expected in H2 FY27, with supply commencing Q4 FY27/early FY28;
Pratt & Whitney and Safran approvals to follow sequentially

Order Backlog & Segmental Mix
= Robust Backlog: Rolling order book of ~INR 6,500 Cr (11-12x FY26
revenue), realisable over 5-6 years
= Segmental Breakdown: Backlog comprises USD 400 Mn+ from
Energy, USD 200 Mn+ from Aerospace & Defence and USD 100 Mn+
/NR6, 500 C?f backlogl at 11—12X FY26 revenue from Oll & GaS
provides multi-year earmings visibility «  Mix Shift Target: Energy and Oil & Gas represented ~81.5% of FY26
revenue; Aerospace & Defence crossed INR 100 Cr (~17.2%). Over
five years, Energy's share is targeted at 55-60% as Aerospace &
Defence and Oil & Gas scale up

Capacity Expansion & Capital Expenditure

= FY26 Capitalisation: Capitalised INR 392 Cr in assets; CWIP and
capital advances increased by INR 191 Cr

= FY27 Capex: Remaining INR 180-190 Cr from QIP proceeds
earmarked for new plant commissioning

= Facility Rollout: Four lean manufacturing facilities recently
inaugurated, including a Baker Hughes-dedicated facility (April 2026);
four additional plants under construction, targeted for commissioning
by FY27-end

Working Capital & Balance Sheet Management
) o ) = Inventory Strategy: Elevated inventory levels reflect deliberate
Targeting a normalisation of inventory days by H2 ramp-up support for newly commissioned facilities
FY27, i ] ti h i
+ [MPIOVING OPErating casi conversion = Cash Flow Normalisation: WIP and Inventory days targeted at ~200
days by H1 FY27, declining to 160—170 days by H2 FY27

Organisational Restructuring & Risk Management

= Human Capital: Management architecture being restructured with
senior functional experts replacing outgrown internal roles to match
the company's scale

= Supply Chain Integration: NADCAP approval secured for heat
treatment; remaining critical special processes to be vertically
integrated in-house

= Geopolitical Resilience: Minimal direct exposure to Middle East
tension; operations de-risked through multi-year contracts and
entrenched customer qualifications

Choice Equity Broking Pvt. Ltd.—Research Analyst - INH0O00000222 | Email: institutional.equities@ choiceindia.com
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Revenue climbed up 27.3% on a YoY basis EBITDAM improved 204 bps on a YoY basis %
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Revenue expected to expand 36.1% CAGR over FY26-29E EBITDA margin anticipated to remain stable §
5
16,000 - - 40 7,000 - 374 - 38 ©
38.0 N
14,000 4 L 38 6,000 A 36.5 36.6 36.7 | 37 I.al.
12,000 ., 360 45 5000 36
10,000 I 35.3 I
34.2 34.2 4,000 -
8,000 - - 34 3000 | 342 [
31.8 ,
6,000 -
- 32 - 34
4,000 2,000
Tl E 8 8 85 2 lg g 2 8 8 ¥ B |
i 2 T 1,000 { = o & & = T
2,000 1 % 5 > o = o T = ~ N < %
- T T T T T 28 - T T T T T 32
< 0 © w w w < e} © w w w
S T g ¢ g 5 8 g
8 i o > > > L 8 o > > >
L [T [T [T [T [T
Revenue (INR Mn) YoY Growth (%) - RHS EBITDA (INR Mn) EBITDA Margin (%) - RHS
Source: AZAD, Choice Institutional Equities Source: AZAD, Choice Institutional Equities
PAT growth expected to remain robust One-year forward PE band
4,000 - - 30 140 -
i 23.6 241 24.5
3,500 222 L 25 120 -
3,000 - 18.9
: i 100 A
2500 { 172 20
0 hteccccccerecccheccct rcccccccccaa=.
2,000 - - 15
] 60
1,500 L 10
1,000 A © . @ - 40 A
™D [32) N N -
oo s &8 2 2 0§ 5 [° o
- T T T T T 0
S & & N o . T ¢ ¢ ¥ ¥ v w ®©® v © ©
s & =z § & g § 3 &8 3§ § § a g g §
o o o T = 2 3 © =T 2 3 © =
w = < z w = < z L =
1YrFwd PE Std +1
PAT (INR M PAT Margin (%) - RHS Std-1 Std +2
( n) argin (%) - Std -2 = === Mean

Source: AZAD, Choice Institutional Equities Source: AZAD, Choice Institutional Equities

*All figures are in INR Million
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Income Statement (Consolidated - INR Mn)
N ;

FY26. FY27E  FY28E  FY29H

Revenue 4,574 6,030 8,200 11,317 15617
Gross Profit 3,937 5,449 7,159 9,891 13,665
EBITDA 1,613 2,253 2,993 4,142 5,731
Other Income 106 457 594 623 654
Depreciation 295 528 616 726 837
EBIT 1,424 2,181 2,970 4,039 5,549
InterestExpense 184 308 279 252 226
PBT 1,240 1,873 2,691 3,786 5,324
Reported PAT 865 1,336 1,938 2,726 3,833
EPS 14.7 20.6 30.0 42.2 59.4

Growth Ratios

Revenue (%) 34.2 31.8 36.0 38.0 38.0
EBITDA (%) 38.4 39.7 32.8 38.4 38.4
PAT (%) 47.7 54.3 451 40.7 40.6
Margin Ratios

EBITDA Margin (%) 35.3 37.4 36.5 36.6 36.7
PAT Margin (%) 189 222 236 241 245
Performance Ratios

ROE (%) 6.2 8.7 11.2 13.7 16.1
ROCE (%) 8.4 10.5 13.2 16.1 19.2
Turnover Ratio (Days)

Inventory 151 199 180 160 150
Debtors 178 189 170 160 150
Payables 64 52 50 50 50
?;:y';)om"em“ Cycle 265 336 300 270 250
Financial Stability Ratios

NetDebtto Equity (x) (0.3) 0.2 0.1 0.1 0.1

NetDebtto EBITDA (x) (2.8) 12 0.7 07 05

Interest Cover (x) 7.2 5.6 8.5 13.5 21.7
Valuation Metrics

Outstanding Shares (Mn) 64.6 64.6 64.6 64.6 64.6
Price (INR) 2,098 2,098 2,098 2,098 2,098
Market Cap (INR Bn) 1355 1355 1355 1355 1355
PE (x) 1431 1020 69.9 497 354
EV (INRBn) 1310 1382 1376 1382 1382
EV/EBITDA (x) 81.2 61.3 46.0 334 241
Book Value (INR/Share) 2157 236.7 266.7 3089 368.3
Price to BV (x) 9.7 8.9 7.9 6.8 57

Source: AZAD, Choice Institutional Equities

Particular

NetWorth

Total Debt

Other Long-term Liabilities

Trade Payables

Other CurrentLiabilities
Total Net Worth &

Liabilities

NetFixed Assets

Capital Workin Progress
Other Non-currentAssets
Inventories

Trade Receivables
Cash &BankBalance
Other CurrentAssets
Total Assets

Capital Employed
NetDebt

FY25
13930
2,436
667
801
773
18,607
4,360
798
1479
1,893
2,235
6,970
872
18,607
17,033
(4,534)

Balance Sheet (Consolidated - INR

FY26
15,288
4,566
876
853
417
22,000
7,793
2,567
1,747
3,291
3,117
1,846
1,639
22,000
20,731
2,720

Choice

Institutional Equities

Mn)

17,226 19,952 23,785
4,166 3,766 3,366
1,169 1,403 1,725
1,123 1,550 2,139

828 1,366 2,195

24,513 28,037 33,210
9177 10,452 11,616
1,230 1,697 2,343
2,050 2,263 2,343
4,044 4961 6,418
3,819 4961 6,418
2,107 1,052 701
2,085 2,652 3,373

24,513 28,037 33,210

22,561 25,121 28,877
2,059 2,715 2,666

Particulars

Cash Flows from Operations
Cash Flows from Investing

Cash Flows from Financing

537

(9.177)
8,767

(1,190)

(714)

1,741

1614 2045 2677
(966) (2,682)  (2,725)
(386)  (419) (303)

Tax Burden
InterestBurden
EBIT Margin
AssetTurnover
Equity Multiplier
ROE

alyst - INHO00000222 | Email: institutional.equities@ choiceindi

69.8%
87.1%
31.1%

0.25

1.34
6.2%

71.3%
85.9%
36.2%
0.27
1.44
8.7%

720% 72.0% 72.0%
90.6% 938% 95.9%
36.2% 357% 355%
0.33 0.40 047
1.42 1.41 1.40
1.2% 13.7% 16.1%

Source: AZAD, Choice Institutional Equities

Q4FY26 Result Update
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Historical Price Chart: Azad Engineering Limited (AZAD)
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The securityis expected to generate upside of 15% or more over the next 12 months

The securityis expected to show upside returns from 5% to less than 15% over the next 12 months
The securityis expected to show upside or downside returns by5% to -5% over the next 12 months
The securityis expected to show downside of 5% or more over the next 12 months

The securityis expected to generate upside of20% or more over the next 12 months

The securityis expected to show upside returns from 5% to less than 20% over the next 12 months
The securityis expected to show upside or downside returns by5% to -10% over the next 12 months
The securityis expected to show downside of 10% or more over the next 12 months

The stock has no recommendationfrom the Analyst
The stockis underreview bythe Analystand rating maychange

Fundamentals of the sector look attractive over the next 12 months
Fundamentals ofthe sector are expected to be in stasis overthe next 12 months
Fundamentals of the sector are expected to be challenging over the next 12 months

*Large Cap: More Than INR 20,000 CrMarket 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
General Disclaimer:

Investment in securities market are subject to market risks. Read all the related doc uments carefully before investing. Registration granted by SEBI, and certification from
NISM in no wayguarantee 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 publidy available information and intemal
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 finandal 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 orindirectly 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:

ThisReport is notintended fordistribution to, or use by, any person or entity who is a citizen or resident of, or located in, any jurisdiction where such distribution, publication, oruse would
be contrary to applicable lawsorregulations, or would subject CEBPL to any registration or licensing requirementsin such jurisdiction.

No action has been taken or will be taken by CEBPL in any juiisdiction outside India where such action would be required for distribution of this Report. Accordingly, this Report shall not
be directly or indirectly distributed, published, orcirculated in any such jurisdiction exceptin compliance with applicable lawsand 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 thisReport shall be subject to the exclusive jurisdiction of the competent courtsin Mumbai, India.
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