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AZAD IN EQUITY

Face Value (INR) 2.0
52-wk High/Low (INR) 1,899/1,159
Mkt Cap (Bn) INR 102/ $1.1
Shares o/s (Mn) 64.6
3M Avg. Daily Volume 1,39,155
Change in CIE Estimates
FY26E FY27E
INR Mn New = Old Dev. (%) New @ Old Dev. (%)
Revenue 6,257 6,257 0.0 8446 8,446 0.0
EBITDA 2,221 2,221 0.0 3,007 3,015 (0.3)
EBITDAM% 355 355 - 354 357 (30)bps
PAT 1,267 1,284 (1.3) 1,857 1,827 1.6
EPS 19.6 19.9 (1.3) 287 283 1.6
Actual vs CIE Estimates
INR Mn Q3FY26A CIE Estimates Dev.%
Revenue 1,669 1,722 (3.1)
EBITDA 622 578 7.7
EBITDAM % 39.2 36.2 300bps
PAT 347 354 (1.8)
Key Financials
INR Mn FY24 FY25 FY26E FY27E FY28E
Revenue 3,408 4,574 6,257 8,446 11,403
YoY Growth (%) 354 34.2 36.8 35.0 35.0
EBITDA 1,166 1,613 2,221 3,007 4,071
EBITDAM (%) 34.2 35.3 35.5 35.6 35.7
Adj. PAT 586 865 1,267 1,857 2,720
EPS 11.2 13.4 19.6 28.7 421
ROE % 9.1 6.2 8.3 10.9 13.8
ROCE % 18.1 8.4 11.0 13.9 17.2
PE(x) 159.3 1179 80.5 50.3 34.3
Price/BV (x) 14.5 7.3 6.7 5.5 4.7
Shareholding Pattern (%)
Dec-25 Sep-25 Jun-25
Promoters 55.84 55.42 55.42
Flls 15.33 15.76 16.16
Dlls 10.73 9.84 8.91
Public 18.08 18.99 19.53
Relative Performance (%)
YTD 24M 12M 6M
BSE200 17.9 11.5 3.6
AZAD 61.1 11.2 3.9
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Calibrated Growth Despite Large Backlog

AZAD delivered a strong operational quarter, marked by meaningful
margin expansion and continued execution discipline. The company is
steadily scaling up its global top-tier OEM relationships, reinforcing
its positioning in high-precision aerospace and turbine supply chains.
Visibility is exceptionally strong owing to a robust order book of ~INR
65 Bn (~14.2x FY25 revenue). As programmes move from
qualification in FY26 to anticipated peak utilisation by FY28, we
expect volume-led operating leverage to structurally lift earnings.

We believe that AZAD stands to benefit from global aerospace and
energy capex cycles in the next few years. Its 85-95% export
exposure positions it favourably amid deepening India-US and India—
EU industrial cooperation. Additionally, easing of tariffs on critical
raw materials should support cost-efficiency. The upcoming delivery
of India’s first indigenous jet engine platform provides optionality.

That said, the management continues to guide for a measured ~35%
topline growth trajectory despite having a large backlog, indicating
calibrated scaling up rather than aggressive ramp-up. In view of
moderated near-term growth expectation, We trim our target multiple
to 45x (earlier 50x). Following the recent correction, we upgrade the
stock to BUY (from ADD) with a TP of INR 1,900, valuing it at 45x
FY28E EPS.

Healthy Q3 show; marginally missed estimates
= Revenue for Q3FY26 up by 31.7% YoY and up by 9.0% QoQ at INR
1,587 Mn (vs CIE est. INR 1,595 Mn)

= EBITDA for Q3FY26 up by 45.3% YoY and up 18.4% QoQ at INR
622 Mn (vs CIE est. INR 578 Mn). EBITDA margin stood at 39.2%,
which is an improvement of 366 bps YoY (vs CIE est. of 36.2%)

= PAT for Q3FY26 up by 46.4% YoY and up 6.5% QoQ at INR 347 Mn
(vs CIE est. INR 354 Mn). PAT margin improved by 219 bps YoY,

reaching 21.9% (vs CIE est. 22.2%)
Q3FY26. Q3FY25 YoY (%) Q2FY26:
Revenue 1,587 1,205 31.7 1,456 9.0
Material Exp 131 163 (19.6) 172 (23.7)
Gross Profit 1,456 1,042 39.8 1,284 13.4
Employee Exp 342 248 37.9 337 1.6
Other Exp 492 365 34.6 422 16.5
EBITDA 622 428 45.3 525 18.4
Other Income 81 51 60.4 122 (33.6)
Depreciation 142 74 91.4 117 22.2
EBIT 561 405 38.7 531 5.6
Interest Cost 83 64 30.0 67 24.3
PBT 478 340 40.3 464 29
Tax 131 103 26.5 138 (5.5)
RPAT 347 237 46.4 326 6.5
Adj EPS (INR) 5.4 4.0 34.0 5.0 6.5

Q2FY26:

YoY (bps): :
88.2

Q3FY25: :
527.3

Q3FY26:

Gross Margin (%) 91.7 86.5 353.6
Employee Exp. % of Sales 21.6 20.6 95.9 23.1 (156.6)
Other Op. Exp % of Sales 31.0 30.3 65.6 29.0 198.6
EBITDA Margin (%) 39.2 35.5 365.8 36.1 311.6
Tax Rate (%) 27.3 30.3 (298.6) 29.8 (243.1)
APAT Margin (%) 21.9 19.7 218.6 22.4 (51.9)

Source: AZAD, Choice Institutional Equities
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Maintain conservative revenue growth guidance of
25% annually and EBITDA margin guidance of 30—
35%

Jet engine (defence/drones), being developed by
AZAD, is ~75% complete; delivery is expected in a
few months

Operational roadmap projects stable operating levels
by FY27, with maximum utilisation commencing in
FY28

Operating leverage benefits expected to materialise
from FY27 as capacity utilisation improves and fixed
cost absorption increases

Management Call — Highlights

Order Book & Strategic Positioning
= Order book stands at INR 6,500 Cr, providing a clear multi-year
revenue visibility

Q3FY26 Result Update

= Expanding aerospace footprint with contract progression for Safran
and Pratt & Whitney; Rolls-Royce supplies to commence in FY27

= Positioned as a critical ‘global supplier’ rather than offset partner

= Leverages status as the only qualified partner in India for specific gas
turbine OEMs

= Global OEMs experiencing constantly increasing order backlogs
driven by data centre power demands. As OEMs’ sole qualified
partner in India, Azad is the direct beneficiary

= Since AZAD supplies essential products with a long qualification
cycle, it makes substitution of suppliers impractical

Capacity Expansion & Utilisation Roadmap
= Capitalised INR 250 Cr in plant and machinery for GE, Mitsubishi and
Siemens facilities during 9M FY26

= FY26 designated as stabilisation year — focussed on customer audits,
facility validation and product qualification

= Operational roadmap projects stable operating levels by FY27, with
maximum utilisation commencing in FY28

= Capacity expansion is non-speculative; infrastructure is built in
accordance with firm contracts and long-cycle programmes

= Building capabilities across the turbine spectrum: Compressor
aerofoils to combustion parts for land, sea and air applications (gas,
steam, nuclear)

Product Development & Market Opportunities

= |ndia's first fully indigenous jet engine (defence/drones), being
developed by AZAD, is ~75% complete; delivery is expected in a few
months

= Aggressively building new capabilities in combustion and compressor
aerofoils across land, sea and air turbines

Financial Outlook & Operational Efficiency
= Maintain conservative revenue growth guidance of 25% annually,
backed by secured demand and plant readiness

= Long-term sustainable EBITDA margin guided at 30—35%; explicitly
not chasing scale at the expense of margin

= Operating leverage benefits expected to materialise from FY27 as
capacity utilisation improves and fixed cost absorption increases

= Domestic sourcing improvements targeting enhanced agility, reduced
lead times and working capital optimisation while maintaining OEM
compliance

= Targeting working capital cycle reduction to 140—150 days in H2
(down from 190—-200 in H1) via supply chain optimisation

= Scaling up human capital so as to support growth; aiming to hire
~1,000 skilled workers in the next few months

Choice Equity Broking Pvt. Ltd.—Research Analyst - INHO00000222 | Email: institutional.equities@choiceindia.com
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Revenue climbed up 31.7% on a YoY basis EBITDAM improved 366 bps on a YoY basis 2
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Revenue expected to expand 35.6% CAGR over FY25-28E EBITDA margin anticipated to remain stable 2
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Income Statement (Consolidated - INR Mn) Balance Sheet (Consolidated - INR Mn) =
Particular C FY24 FY25 FY26E  FY27E Particular | FY25 FY26E FY27E FY28E é
Revenue 3,408 4574 6257 8446 11,403  NetWorth 6451 13930 15197 17,054 19,774 §
Gross Profit 2,047 3937 5399 7,298 9,863 Total Debt 372 2436 3,000 3,100 3,200 E‘;’
EBITDA 1,166 1613 2,221 3,007 4,071  Other Long-term Liabilities 267 667 790 954 1,175
Other Income 320 106 371 556 834  Trade Payables 500 801 1,028 1,388 1,874
Depreciation 205 295 507 638 754 Other Current Liabilities 382 773 632 851 1,147
EBIT 1,281 1424 2085 2925 4,151 Ii"atsi'":ztswm" & 7,971 18,607 20,647 23,347 27,170
Interest Expense 473 184 30 3¢ 320 Net Fixed Assets 2545 4360 5853 7215 8462
PBT 808 1,240 1785 2615 3831  cania Work in Progress 454 798 938 1,267 1,710
Reported PAT 586 865 1267  1.857 2720 iher Non-current Assets 754 1479 1877 2112 2,851
EPS 9.9 13.4 19.6 28.7 421 |nventories 1,330 1,893 2228 2,893 3,749
Ratio Analysis FY24§ FYZé FY26E§ FY27E§ FY28 Trade Receivables 1,700 2,235 2,571 3,240 4,061
Growth Ratios Cash & Bank Balance 589 6,970 6,141 5,385 4,865
Revenue (%) 35.4 342 368 35.0 35.0 Other Current Assets 599 872 1,038 1,236 1,472
EBITDA (%) 613 384 377 354 354 Total Assets 7,971 18,607 20,647 23,347 27,170
PAT (%) so14 477 464 465 ags Caital Employed 7,089 17,033 18,987 21,108 24,149
Margin Ratios Invested Capital 6,133 8,669 11,05 13,719 17,009
EBITDA Margin (%) 342 353 355 356 357 oDet 218 | Assd | Aan RS EE
PAT Margin (%) 172 189 203 220 239

Performance Ratios Cash Flows from Operations . -69.5  536.7 1,453 2,017.1  2,883.6

ROE (%) 91 6.2 83 108 138  ashFlows from Investing | -552.6 -9,177.1 -2,538.8 -2,563.1 -3,1835

ROCE (%) 18.1 8.4 11.0 13.9 17.2

Cash Flows from Financing 709.9 8,766.9 264.2 -210.0 -220.0

Turnover Ratio (Days)

Inventory 142 151 130 125 120 i . Fv24 FY2s

Debtors 182 178 150 140 130  Tax Burden 725% 698% 71.0% 71.0% 71.0%
Payables 54 64 60 60 60 Interest Burden 63.1% 87.1% 85.6% 89.4% 92.3%
Cash Conversion Cycle EBIT Margin 376% 311% 333% 34.6% 36.4%

(Days) 271 265 220 205 190

) ) . A Asset Turnover 0.43 0.25 0.30 0.36 0.42
Financial Stability Ratios
; Equity Multiplier 1.24 1.34 1.36 1.37 1.37
Net Debt to Equity (x) -0.03 -0.33 -0.21 -0.13 -0.08
ROE 9.1% 6.2% 83% 109% 13.8%
Net Debt to EBITDA (x) -0.19 -2.81 -1.41 -0.76 -0.41
Source: AZAD, Choice Institutional Equities
Interest Cover (x) 2.03 717 5.71 7.64 10.37

Valuation Metrics

Fully Diluted Shares (Mn) 59.1 64.6 64.6 59.1 59.1
Price (INR) 1,579 1,579 1,679 1,579 1,579
Market Cap (INR Bn) 93.3 102.0 102.0 93.3 93.3
PE (x) 159.3 117.9 80.5 50.3 34.3
EV (INR Bn) 93.1 97.4 98.8 91.1 91.7
EV/EBITDA (x) 79.9 60.4 445 30.3 225
Book Value (INR/Share) 109.1 2157 2353 288.5 3345
Price to BV (x) 14.5 7.3 6.7 5.5 4.7

Source: AZAD, 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)
Sector View
POSITIVE (P)
NEUTRAL (N)
CAUTIOUS (C)

The stock has no recommendation from the Analyst
The stock is under review by the Analyst and rating may change

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

Details of Associates of CEBPL and Brief History of Disciplinary action by requlatory authorities are available on our website i.e. www. https://choiceindia.com/research-
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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
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