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Quadrant Future Tek Limited is a research-focused company specializing in Train Control and
Signalling Systems under the KAVACH project, enhancing safety and reliability for Indian
Railways. It also manufactures specialty cables for railways, defence, and renewable energy,
using advanced Electron Beam technology for superior performance. The company has
received significant contracts for its KAVACH system and partners with RailTel to expand its
deployment in India and abroad. With a focus on innovation, quality, and operational
efficiency, Quadrant has shown strong revenue growth and a commitment to cutting-edge
solutions.

Details of the Issue:

. The public issue consists of fresh issue up to Rs 290 Cr. Company proposes to utilize the Net

Proceeds towards: -

e  Funding long-term working capital requirements (Specialty Cable Division):- 150 Cr.

e Capex for development for Electronic Interlocking System :- 24 Cr

e  Prepayment of outstanding working capital term loan: - 24 Cr.

Investment Rationale:

e Innovative Development in Automatic Train Protection Systems

e  Strategic Partnership with RailTel for KAVACH Deployment

e In-House Design and Development for Rail Signalling Solutions

Unique Technology for High-Performance Specialty Cables

Advanced Manufacturing Facilities with Quality Focus

Global Demand for Specialty Cables in EV and Renewable Sectors

Market opportunity for KAVACH

Valuation and Recommendation: -

Quadrant Future Tek Limited has secured a strong order book, including a notable X979 Cr
contract for KAVACH implementation, which highlights its robust revenue visibility. Strategic
partnerships, such as with RailTel for KAVACH deployment, bolster its position in domestic
and international markets. With favourable industry tailwinds and increasing demand for its
offerings, Quadrant is well-positioned for sustained growth. Based on peer comparison,
Quadrant Future Tek Limited stands out with a healthy 24% EBITDA margin and impressive

- returns, including a 21% ROCE and 33% ROE, which highlight its profitability and operational

efficiency. The company’s EV/order book ratio is reasonable at 1.3x. Considering these
factors, along with its advanced technology, expanding order book, and long-term growth
prospects, we assign a Subscribe rating to this IPO.

Financials FY22 FY23 FY24
Net Revenues 104 153 152
Growth (%) - 46.6% -0.7%
EBITDA 9 26 37
EBITDA Margin (%) 9.1% 17.3% 24.1%
PBT 3 20 22
Adjusted PAT 2 14 15
EPS 0.49 3.48 3.68
ROCE 6.6% 22.1% 21.0%
EV/Sales 11.9 8.1 8.2
EV/EBITDA 131 47 33.9
P/E 597.3 83.4 78.8

Source: Company data, NBRR
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Company Background

Quadrant Future Tek Limited is a research-driven company specializing in developing next-generation Train Control
and Signaling Systems under the Indian Railways' KAVACH project. This technology enhances passenger safety and
operational reliability. The company also manufactures specialty cables for railway rolling stock, naval defense, and
renewable energy industries. These cables are treated with advanced Electron Beam Irradiation, improving their
thermal and mechanical properties, making them suitable for high-performance applications like trains, naval vessels,
and electric vehicles. Quadrant's facility in Mohali handles manufacturing, testing, research, and development of
specialty cables and hardware for Train Control systems.

The company’s Specialty Cable Division produces fire-resistant, lightweight cables, meeting stringent standards for
applications requiring durability and safety. Their state-of-the-art Electron Beam Accelerator enables superior product
performance. Accredited by global and national standards, the company supplies cables for various sectors, including
solar, wind, and automotive.In the Train Control & Signaling Division, Quadrant focuses on developing the KAVACH
system, an economical and advanced Train Collision Avoidance System for Indian Railways. The system adheres to SIL-
4 safety standards and integrates advanced software and hardware to prevent collisions. Quadrant has received
significant orders, including a X979 Cr contract for KAVACH installation in locomotives, supported by RDSO approval.

Quadrant has a strategic partnership with RailTel Corporation to expand KAVACH deployment domestically and
internationally. The company's vertically integrated operations and advanced design centers in Bengaluru and
Hyderabad drive innovation. Led by experienced promoters, Quadrant emphasizes technology, quality, and customer-
focused solutions.
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Investment Rationale
Innovative Development in Automatic Train Protection Systems

Quadrant has developed expertise in Train Control and Signaling Systems, integrating four essential components: on-
track, trackside, indoor, and onboard equipment. It excels in safety-critical system engineering, adhering to stringent
global standards like SIL-4. The company combines its team's deep knowledge of railway operations with robust
product engineering skills to meet safety and performance benchmarks. This approach minimizes potential failures,
enhances reliability, and aligns with CENELEC standards. With a focus on innovation and safety, Quadrant delivers
advanced systems tailored to global railway needs.

Strategic Partnership with RailTel for KAVACH Deployment

Quadrant has entered an exclusive partnership with RailTel Corporation to implement KAVACH, an Automatic Train
Protection System, across Indian Railways and internationally. Under this Memorandum of Understanding, the two
entities jointly bid for KAVACH projects, leveraging their combined expertise and market reach. RailTel leads
stakeholder engagement, while Quadrant focuses on technology development, maintenance, and upgrades. This
partnership positions Quadrant as a preferred Original Equipment Manufacturer (OEM) for KAVACH systems,
expanding its footprint in domestic and global railway markets.

In-House Design and Development for Rail Signaling Solutions

Quadrant's in-house design and development capabilities power its cutting-edge signaling solutions. The company has
developed a proprietary Train Collision Avoidance System, aligning with Indian Railways' safety needs. Its advanced
facilities in Bengaluru and Mohali support integrated operations, from software design to hardware manufacturing,
ensuring high reliability and cost competitiveness. Quadrant's embedded system design team drives innovation while
maintaining stringent quality standards, enabling the company to deliver complete solutions under one roof.

Unique Technology for High-Performance Specialty Cables

Quadrant manufactures specialty cables for railways, defense, renewable energy, and EV sectors using advanced
Electron Beam (E-Beam) technology. These cables offer improved durability, safety, and efficiency, meeting stringent
industry standards. The technology enhances properties like heat resistance, tensile strength, and flame retardance,
reducing energy consumption and operational costs. Quadrant's cables are critical in applications requiring high
performance, such as naval ships, solar energy, and electric vehicles, making them a preferred choice for various
industries.

Advanced Manufacturing Facilities with Quality Focus

Quadrant's state-of-the-art facility in Mohali is equipped to produce diverse specialty cables and signaling
components. The plant is certified for ISO compliance and features automated machines and in-house formulations
for quality control and cost efficiency. Its production capabilities, including a 2.5 MeV Electron Beam Industrial
Accelerator, create high entry barriers for competitors. Regular quality inspections and adherence to RDSO, DGQA,
and other standards ensure reliable and durable products, positioning Quadrant as a leader in specialty cables
manufacturing.
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Global Demand for Specialty Cables in EV and Renewable Sectors

With the rise of electric vehicles and renewable energy, Quadrant addresses the growing demand for high-quality
specialty cables. These cables meet stringent safety and performance requirements for EVs and solar power systems.
Their ability to withstand harsh environments and extreme conditions makes them essential for sustainable energy
solutions. Quadrant's expertise in lightweight, fire-resistant cables positions it as a key supplier for global OEMs in EVs
and solar energy, leveraging its technology to support green energy transitions.

IPO NOTE

Market opportunity for KAVACH

The market opportunity for KAVACH, India's indigenous Automatic Train Protection (ATP) system, is vast, driven by
Indian Railways’ commitment to enhancing safety and efficiency. With plans to implement KAVACH across 44,000 km
by 2029, including 20,000 locomotives and 8,000 stations, the project represents significant investment potential.
Multiple tender’s worth over 22,200 Cr for 7,228 route Km are already out, The systems advanced safety features,
including automatic braking and real-time alerts, address critical safety gaps exposed by recent train accidents.
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Risk/Concerns
Dependence on a Single Manufacturing Facility

Quadrant Future Tek relies entirely on its sole manufacturing facility in Mohali, Punjab, to cater to both its Speciality
Cables and Train Control & Signaling divisions. Any breakdown or malfunction of critical equipment like the Electron
Beam Accelerator or polymer compounding line could disrupt production, delay operations, and result in significant
repair costs. Natural disasters, accidents, or power outages could further impact operations, leading to financial and
reputational losses.

Impact of Market Volatility and Evolving Industry Dynamics

The industries Quadrant Future Tek serves are highly dynamic, driven by rapid technological advancements and
evolving customer demands. Disruptions in end-user industries or shifts in technology could reduce demand for its
products, forcing costly innovations to meet new standards. Such factors may lead to pricing pressures, adversely
affecting profitability and long-term growth prospects.

Challenges in Expanding Train Control Systems Operations

Quadrant Future Tek has recently ventured into the Train Control Systems segment, a domain where its promoters
lack significant expertise. Without a proven operational history in this area, achieving projected margins and
operational efficiencies remains uncertain. Additionally, scaling this segment involves managing operational risks,
international expansion challenges, and substantial capital investments, which could strain resources and impact
overall performance.

Stringent Quality Requirements and Customer Audits

Quadrant Future Tek's products are subject to rigorous quality standards and customer audits due to their critical
applications. Failure to meet these standards, timely delivery schedules, or product defects could result in order
cancellations, recalls, or financial liabilities. Although equipped with advanced quality control systems, lapses could
damage the company’s reputation and affect its financial performance.
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Valuation and Recommendation

Quadrant Future Tek Limited has secured a strong order book, including a notable X979 Cr contract for KAVACH
implementation, which highlights its robust revenue visibility. Its innovative Train Control Systems and specialty cables
cater to critical safety and performance requirements across the railway, defense, and renewable energy sectors.
Strategic partnerships, such as with RailTel for KAVACH deployment, bolster its position in domestic and international
markets. With favorable industry tailwinds and increasing demand for its offerings, Quadrant is well-positioned for
sustained growth.

IPO NOTE

Based on peer comparison, Quadrant Future Tek Limited stands out with a healthy 24% EBITDA margin and impressive
returns, including a 21% ROCE and 33% ROE, which highlight its profitability and operational efficiency. The company’s
EV/order book ratio is reasonable at 1.3x. Considering these factors, along with its advanced technology, expanding
order book, and long-term growth prospects, we assign a Subscribe rating to this IPO.

Listed Peers

Kernex Micro Quadrant

Systems Limited Future Tek
Revenue 20 2,233 1,127 152
CAGR (FY22-24) 69% 34% 52% 21%
EBITDA Margin -100% 19% -41% 24%
Asset Turns (x) 0.1 1.7 0.9 1.1
Wkg Cap Days 1,463 126 795 22
ROCE -18% 30% 6% 21%
ROE -25% 23% -1% 33%
Debt/Equity 0.3 0.1 0.2 2.2
EV/EBITDA -111 39 -36 34
P/E -84 59 -12 79
Ev/Orderbook 1.1 - 1 1.3
Orderbook (for KAVACH) 2041 1522 979

(Note: HBL Engineering has multiple business segments; therefore, we did not calculate its EV/Order Book.)
Source: Company Data, NBRR
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Financials
P&L (Rs. Cr) FY22 FY23 FY24 H1FY25 FY25 An Balance Sheet (Rs. Cr) FY22 FY24 H1FY25
Net Revenue 104 153 152 65 130 Share Capital 10 10 10 30
% Growth - 47% -1% -7 4% Other Equity 6 19 34 4
Cost of goods sold 80 110 88 42 83 Minority Interest 0 0 0 0
% of Revenues 76.7% 72.1% 57.8% 63.7%" 63.7% Networth 16 29 44 34
Employee Cost 7 5 12 12 24 Total Loans 81 74 82 98
% of Revenues 6.7% 35% 82% 185%" 18.5% Other non-curr liab. 0 1 1 2
Other expenses 8 11 15 11 22 Trade payable 14 6 7 9
% of Revenues 7.5%  7.1%  9.9% 16.6% 16.6% Other Current Liab 2 8 9 7
EBITDA 9 26 37 1 2 Total Equity & Liab. 113 119 143 150
EBITDA Margin 9.1% 17.3% 24.1% 1.3% 1.3% Property, Plant and Equipmen 20 21 28 28
Depreciation 3 4 10 10 19 CWIP 2 0 0 0
Other Income 0 0 0 -0 -0 Goodwill/Other Intangible ass 31 48 53 47
Interest 3 3 4 4 8 Non Currrent Financial assets 0 1 0 0
Exceptional item 0 0 -0 0 0 Other non Curr. assets 0 0 0 2
PBT 2.9 19.9 219 -125 -25.0 Inventories 24 19 20 37
Tax 1 6 7 -0 1 cash and cash equivalents 0 0 0 0.4
Tax rate 34% 30% 33% 3% 3% Bank bal 0 0 0 1
Adj PAT 1.9 13.9 147 -121  -24.2 Trade receivables(debtor) 27 24 35 26
% Growth - 616% 6% - -265% Other Current assets 8 5 6 8
EPS (Post Issue) 0.5 3.5 3.7 -3.0 -6.1 Total Assets 113 119 143 150
Ratios & Others FY22 FY23 FY24 H1FY25 FY25 An Cash Flow (Rs. Cr) FY22 FY24 H1FY25
Debt / Equity 5.2 2.5 1.9 2.9 2.9 Profit Before Tax 3 20 22 -12
EBITDA Margin (%) 9.1% 173% 241% 13% 1.3% Provisions & Others 0 0 0 0
PAT Margin (%) 19% 9.1%  9.7% -18.6% -18.6% Op. profit before WC 9 26 37 3
ROE (%) 124% 473% 334% -708% -70.8% Change in WC -13 5 -10 -11
ROCE (%) 6.6% 221% 21.0% -132% -13.2% Less: Tax 1 1 8 2
CF from operations -5 30 18 -10
Turnover Ratios FY22  FY23  FY24  H1FY25 FY25An Purchase of property, plant ar -32 -20 -22 3
Debtors Days 94 58 84 73 73 Interest, dividend and other ir 0 0.01 0.09 0
Inventory Days 85 45 49 104 105 CF from Investing -32 -20 21 3
Creditor Days 48 15 16 24 24 interest & div paid 3 3 -4 -4
Asset Turnover (x) 1.1 1.5 1.1 1.0 1.0 Increase/(Decrease) from long 35 -7 -1 -4
Increase/(Decrease) from shor 4 0.3 9 20
Valuation Ratios FY22 FY23 FY24  H1FY25 FY25An CF from Financing 36 -10 3.1 13
Price/Earnings (x) 597 83 79 -48 -48 Net Change in cash 0.0 0.3 0.2 0.2
EV/EBITDA (x) 131 47 34 758 758 Cash & Bank at beginning 0.2 03 0.5 0.7
EV/Sales (x) 12 8 8 10 10 Cash & Bank at end 0.3 0.5 0.7 0.9
Price/BV (x) 74 39 26 34 34

Source: Company Data, NBRR
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Disclosure:

Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are for
private circulation only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having
Registration no. INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India Limited, BSE
Limited, Metropolitan Stock Exchange of India Limited, Multi Commodity Exchange of India Limited and , National Commodity
and Derivative Exchange Limited in Capital Market , Equity and Commodities derivatives segments and Currency Derivatives
Segment .

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times,
have different or contrary views on stocks and markets.

IPO NOTE

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing
in securities Market since last 20 years. NBSPL, its associates or analyst or his relatives do not hold any financial interest
(Except Investment) in the subject company. NBSPL or its associates or Analyst do not have any conflict or material conflict of
interest at the time of publication of the research report with the subject company. NBSPL or its associates or Analyst or his
relatives may or may not hold beneficial ownership of 1% or more in the subject company at the end of the month immediately
preceding the date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of
the company covered by Analyst during the past twelve months. NBSPL or its associates have not received any compensation
or other benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not
served as an officer, director or employee of Subject Company. NBSPL / analyst has not been engaged in market making
activity of the subject company.

Analyst Certification: The research analysts and authors of these reports, hereby certify that the views expressed in this
research report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or industries.
It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion
of specific recommendations or views in this research. The analyst(s) principally responsible for the preparation of this research
report and has taken reasonable car to achieve and maintain independence and objectivity in making any recommendation.
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Disclaimer:

The Research Report is for the personal information of the authorized recipient and does not construe to be any investment, legal
or taxation advice. NBSPL is not soliciting any action based upon it. Nothing in the research report shall be construed as a solicitation
to buy or sell any security or product, or to engage in or refrain from engaging in any such transaction. In preparing the research
report, we did not take into account the investment objectives, financial situation and particular needs of the reader.

The research report has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or in
part, or distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose
the information in the research report in any way. Though disseminated to all the customers simultaneously, not all customers may
receive the research report at the same time. NBSPL will not treat recipients as customers by virtue of their receiving the research
report. The research report is not directed or intended for distribution to or use by any person or entity resident in a state, country or
any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBSPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or
warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or
update the information or opinions in it. NBSPL or any of its affiliates or employees shall not be in any way responsible for any loss
or damage that may arise to any person from any inadvertent error in the information contained in the research report. NBSPL or
any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter
pertaining to this report, including without limitation the implied warranties of merchantability, fithess for a particular purpose, and
non-infringement. The recipients of the research report should rely on their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or refrain
from making modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to providing
independent and transparent recommendations to its clients, and would be happy to provide information in response to specific client
queries.

Before making an investment decision on the basis of research report, the reader needs to consider, with or without the assistance
of an adviser, whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances.
There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even
become valueless. International investors are reminded of the additional risks inherent in international investments, such as currency
fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment. Opinions
expressed are subject to change without any notice. Neither the company nor the director or the employees of NBSPL accept any
liability whatsoever for any direct, indirect, consequential or other loss arising from any use of the research report and/or further
communication in relation to the research report. Here it may be noted that neither NBSPL, nor its directors, employees, agents or
representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue
or lost profit that may arise from or in connection with the use of the information contained in the research report.

Copyright of this document vests exclusively with NBSPL.

Our reports are also available on our website www.nirmalbang.com

Registration granted by SEBI and certification from NISM in no way guarantee performance of NBSPL or provide any assurance of
returns to investors.

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd.)
B-2, 301/302, Marathon Innova,
Opp. Peninsula Corporate Park
Off. Ganpatrao Kadam Marg
Lower Parel (W), Mumbai-400013
Board No. : 91 22 6723 8000/8001
Fax. : 022 6723 8010

9|Page


http://www.nirmalbang.com/

