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Change in Estimates v Execution Stabilising; Growth Visibility Improves; Maintain BUY
Target Price Change X
Recommendation X We believe ALDS is entering a more stable execution phase, supported by
Company Info improving demand visibility, a structurally stronger services mix, and increasing
BB Code ALDS IN EQUITY, operating discipline. While near-term volatility in public-sector execution and
Face Value (INR) 50  pricing pressure may persist, improving order visibility and rising contribution from
52 W High/Low (INR) 226/86  higher-margin services should support earnings quality over the medium term.
Mkt Cap (Bn) INR 6.9/ $0.1 We maintain our BUY rating and continue to value the stock at 15x on FY28
Shares o/s (Mn) 56.5  EPS, resulting in a TP of INR 180 (unchanged), as improving execution, margin
3M Avg. Daily Volume 3,72,718  normalisation, and stronger deal conversions support the medium-term growth
Change in Estimates outlook.
FY27E FY28E
INR Bn New  Old Dev. (%) New Old Dev.(%) Revenue Beats; Margin Disappoints due to Auditor Adjustments
Revenues 1.2 116 41 130 135 3.6
GPM (%) 195 195 Obps 19.0 196 59bps ™ Revenue for Q4FY26 came at INR 2,678 Mn, up 8.2% QoQ & 31.0% YoY (vs
EBITDA 12 10 (151) 14 12 (118 CIE est. at INR 2,582 Mn).
EBITDAM% 109  89(201)bps 10.5 9.0 (154)bps  « EBITDA for Q4FY26 came at INR -101.2 Mn, down 138.7% QoQ and 8.8%
EPS 1.4 107 (6.1) 124 121 (2.9) YoY (vs CIE est. at INR 271 Mn). EBITDAM stood at -3.8% vs 10.6% in
Actual vs CIE Estimates Q3FY26, down 1435 bps QoQ (vs CIE est. at 10.5%).
MRS QaFY20R . CIEEsL . Dev% . DPAT for Q4FY26 stood at INR -34.0 Mn, down 124.4% QoQ and 55.5% YoY
EBITDAM % 3.8 10.5 1428) bps T
PAT (_0_8 01 ( (1)23_%) Healthy FY26 Performance; Pipeline Supports FY27 Outlook
Key Financials ALDS reported resilient FY26 revenue growth of 19.9% YoY despite a challenging
INR Bn FY25 FY26 FY27E FY28E FY29E environment. Management targets sustainable long-term growth of 20-25%,
Revenue 8.1 97 1.6 135 15.7  supported by a higher services mix to improve consistency and visibility. Over the
YoV (%) 175 19.9 202 16.0 161 longer term, the company aspires to achieve up to 10x growth over the next
EBITDA decade. The pipeline remains strong, with INR 20,000 Mn of potential orders from
. 0.5 0.6 1.0 12 16 projects in Maharashtra and government contracts. Domestic and international
EB"TDAM Yo 6.7 58 8.9 9.0 100 markets, particularly the US, Latin America, and Africa, continued to show healthy
Adj PAT 0.3 0.4 0.6 0.7 0.9 momentum. Although Iran-Israel tensions temporarily delayed some Indian
EPS (INR) 5.0 6.3 10.7 12.1 15.9  government tenders, demand for Al-led transformation remains robust, especially
ROE % 53 5.8 9.1 9.5 11.4  in the US BFSI segment. We expect FY27E growth of 20.2%, with estimates
ROCE % 32 4.4 92 102 127 revised upward by 4.1%, supported by an expected Mumbai order win worth
PE() 245 194 1.4 101 77 INR 1,500—2,090 Mn and rising enterprise outsourcing for Al integration and
managed services.
Shareholding Pattern (%)
Mar-26 Dec-25 Sep-25 Margin Poised for Recovery on Operational Improvements
Promoters 51.07 51.07 51.15
Flls 0.42 0.79 118 ALDS reported Q4FY26 EBITDAM of -3.8%, declining 1,435 bps QoQ but
Dlls 0.00 0.00 0.00 improving 44 bps YoY, due to elevated other expenses and a one-time INR 357
Public 48.51 48.15 47.69 Mn provision following the revised ECL policy for assets. Adjusted EBITDAM

came in at 9.6% vs 10.6% in Q3FY26. Management expects margin to rebound to

Relative Performance (%) 11-12% in FY27E and expand to 13-15% over the longer term, supported by

YTD 3y 2y 1Y . ) ; .
streamlining and completed exceptional adjustments. We conservatively
BSE IT (2.4) (17.9) (23.1)  forecast FY27E EBITDAM at 8.9%, aided by Al-led automation and ramp-ups
ALDS 208 (13.1) (32.6) of recent contract wins.
350 1 Particulars (INR Mn) Q4FY26 Q4 FY25 YoY (%} Q3FY26  QoQ (%
300 1 Revenues (INR Mn) 26777 20435 310 24742 8.2
250 1 Employee Cost 501.6 545.1 (8.0)  499.3 05
200 Gross Profit (INR Mn) 4923 662.1 (25.6) 575.9 (14.5)
150 M Gross Margin (%) 18.4 324 (1401) bps 23.3 (489) bps
100 A Other Cost 593.5 755.1 (21.4) 3143 88.8
50 T T T T T T T T Depreciation 50.8 153.0 (66.8) 49.8 2.0
§ § 3§ 3§ &8 §8 §8 § § § g (INR Mn) -152.0 -246.0 (38.2) 211.8 (171.7)
s § 5 3 § 5§ § 8 § s
= %) - = %) - = %) - s EBIT Margin (%) -5.7 -12.0 636 bps 8.6 (1423) bps
ALDS —BSE IT Other Income 60.8 375.3 (83.8) 46.8 29.9
. 345 19.5 76.9 31.2 10.6
Kunal Bajal o 125.7 108.3 216.0 214.4 158.6
Email: kunal.bajaj@choiceindia.com PBT. -125. : (216.0) : (158.6)
Ph: +91 22 6707 9901 Tax 91.8 184.4 (149.8) 75.4 (221.8)
PAT (INR Mn) -33.9 -76.1 (55.5) 139.0 (124.4)
Rushil Katiyar Basic EPS (INR) -0.6 -1.4 (57.7) 22 (127.3)
Email: rushil.katiyar@choiceindia.com Source: ALDS, Choice Institutional Equities
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Company reported double-digit growth across
domestic and international businesses
performance

Management targets ~25% long-term growth
and tenfold expansion over decade

Services revenue targeted at 75% pipeline;
margins maintained around 11-12%

Al reduces Level 1 support 20-25%, enables
proprietary tools and automation

Geopolitical and tender delays plus rising
costs impacted project execution timelines

Audit issues, US subsidiary loan clarification,
global delivery model consolidation ongoing

Strong international managed services growth
and cybersecurity integrated into Al offerings

ice Equity Broking Pvt.

Management Call — Highlights

Financial and Growth Highlights

Double-Digit Growth: The company reported double-digit growth across both
its domestic (India) and international businesses

Long-Term Targets: Management is targeting ~25% growth in the long term
and aims to scale the business 10x over the next 10 years

Revenue Mix: There is a strategic push to have the services business
comprise 75% of the pipeline to ensure consistency and better margin
management

Operating Margin: Management expressed confidence in maintaining margin
of approximately 11-12% for the coming year, once one-time cleaning of
exception items is completed

Protecting Margins via Re-tenders: Management intentionally walked away
from two major projects (totaling INR 2,500 Mn) because rising equipment
costs threatened margins. They are now preparing to re-bid in July as prices
have stabilised

Al Transformation Strategy

Resource Efficiency: Al implementation is expected to significantly impact
Level 1 support. The company anticipates a 20-25% reduction in resource
counts for certain customers within 6 to 12 months as Al agents handle more
front-end issues

Proprietary Solutions: The company has developed its own Al-powered
tools for managed services, aiming to improve reliability and information flow
for large-scale clients

Infrastructure Opportunities: Management highlighted new opportunities in
managing Al-based data centers, helping clients migrate and adopt Al locally

Adoption Timelines: Al implementation is viewed as a journey. A 6-month
timeline typically focuses on user experience and automation, while a one-
year timeline is required to realize deeper Al benefits

Challenges and Headwinds

Geopolitical Delays: A government tender was put on hold due to the
conflict between Iran and Israel, which forced the company to exit one specific
deal

Administrative Delays: Standard delays in government tenders, specifically
the 2-3 month gap between technical and financial bid openings impacted the
timing of contract recognitions

Cost Increases: Two specific projects (worth INR 1,650 Mn and INR 850 Mn)
went for re-tender because rising equipment costs threatened to wipe out
margin

Governance and Compliance

Audit Resolution: Management is working to resolve audit qualifications
related to standardizing policies and internal systems. They expect to fully
resolve these issues and receive a clean audit opinion within the next 2 to 3
months

Global Delivery Model: The company is consolidating its operations into a
single market framework to make the organization more scalable and capable
of supporting long-term growth

Governance and Global Operations

Clarification on US Loans: Management addressed audit qualifications
regarding a loan to a US subsidiary, explaining it was a holding company
arrangement that was later categorized as a loan for compliance reasons.
They expect all such subsidiary issues to be resolved shortly

International Managed Services: Beyond domestic growth, the company is
seeing strong momentum for onsite support and remote infrastructure
management across North America, Latin America, and Africa

Cybersecurity Integration: Every Al conversation with customers now
includes a significant security component to ensure private data remains
protected and compliant
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Sequential Operating Performance ;
1QFY25 2QFY25 3QFY25 4QFY25 1QFY26 2QFY26 3QFY26  4QFY26 &
Income Statement V §
Revenues (INR Mn) 1,791 2,030 2,206 2,044 2,190 2,337 2,474 2,678 &
Gross Profit (INR Mn) 333 367 427 662 393 381 576 492
Gross Margin (%) 18.6 18.1 194 324 17.9 16.3 23.3 18.4
EBITDA (INR Mn) 191 192 251 -93 188 213 262 -101
EBITDA Margin (%) 10.7 9.5 11.4 -4.6 8.6 9.1 10.6 -3.8
RPAT (INR Mn) 104 116 177 -76 144 154 139 -34
APAT (INR Mn) 104 116 177 -76 144 154 139 -34
Basic EPS (INR) 1.9 1.8 3.0 -1.4 2.3 2.6 22 -0.6
Operating Metrics
Revenue - Geography (%)
India 341 36.9 38.0 40.2 36.5 35.9 30.8 41.8
Rest of the world 65.9 63.1 62.0 59.8 63.5 64.1 69.2 58.2
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Revenue - Segments (%)
Solutions 229 26.1 24.0 211 247 24.4 211 22.0
Services 771 73.9 76.0 78.9 75.3 75.6 78.9 78.0
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Revenue — Customer Profile (%)
Government Customers 23.5 26.6 24.0 23.5 324 24.8 23.5 14.9
Enterprise 76.5 73.4 76.0 76.5 67.6 75.2 76.5 85.1
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Choice Equity Broking Pvt. Ltd.—Research Analyst - INHO00000222 | Email: institutional.equities@choiceindia.com
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Revenue Beats Estimates & Grew by 8.3% QoQ Revenue Expected to Expand at 17.4% CAGR over FY26-29E g
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QoQ Growth (%) - RHS

Source: ALDS, Choice Institutional Equities

EBITDAM came in at -3.1% due to Auditor Adjustments

Choice

Revenue (INR mn)

YoY Growth (%) - RHS

Source: ALDS,Choice Institutional Equities

EBITDA Anticipated to Expand at 40.7% CAGR over FY26-29E
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NPM Declined to -1.3% due to Lower Operational Profitability

PAT Projected at 36.1% CAGR over FY26-29E

Source: ALDS,Choice Institutional Equities
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Income Statement (Consolidated in INR Mn)
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Balance Sheet (Consolidated in INR Mn)

Q4FY26 Result Update

FY25.  FY26i FY27E. FY28E: Particulars FY25.  FY26 FY27E
Revenue 8,071 9,679 11,634 13,500 15669  Tangible Fixed Assets 1379 1,244 1515 1431 1,302
EBITDA 541 562 1,032 1,210 1,567, Goodwill & Intangible 1326 1328 1328 1328 1328
Assets ! ’ ’ ’ ’
Depreciation 296 199 244 284 329 Investments 83 86 87 88 2
EBIT 245 363 787 927 1238 Cash & Cash Equivalents 2,142 1,496 1,204 1,308 1,604
Other Income 446 204 175 176 188 Other Non-current Assets 138 115 119 125 131
Interest Expense 83 e 140 176 204 Gther Current Assets 4187 6312 6,792 7,308 7,865
PAT 821 356 604 681 898 Total Assets 9,254 10,581 11,045 11,588 12,320
EPS 50 6.3 10.7 121 158 Shareholder's Funds 6018 6136 6616 7,161 7,879
Minority Interest 446 576 576 576 576
Borrowings 721 1,168 1,071 987 913
Ratio Analysis FY27E.  FY28E Lease Liabilities 53 52 53 54 55
Growth Ratios (%) Other Non-current 449 249 264 281 299
Liabilities
Revenues 17.5 19.9 20.2 16.0 16.1Other Current Liabilities 1,566 2401 2464 2530 2,596
EBITDA (35.1) 3.9 83.6 17.3 295 total Equity & Liabilities 9,254 10,581 11,045 11,588 12,320
EBIT (63.5) 483 117.1 17.7 336
Margin Ratios (%) :
Cash Flows (INR Mn) FY27E:
EBITDA Margin 6.7 5.8 8.9 9.0 10.0 . . ’
Cash Flows from Operations 923 1,018 530 686 1,016
EBIT Margin 3.0 3.7 6.8 6.9 7.9
Cash Flows from Investing (124)  (1,752) (96) 259 317
Profitability (%)
Cash Flows from Financing (184) 194 (140) (176) (204)
ROE 5.3 5.8 9.1 9.5 1.4
ROIC 1.9 4.0 75 8.3 10.3
ROCE 3.2 44 9.2 10.2 12.7 :
i DuPont Analysis (INR Mn) FY27E:
Valuation H
ROE 53% 58% 91%  9.5% 11.4%
OCF / Net profit (%) 1518 2336 64.5 74.0 83.1
Net Profit Margin 4.0% 3.7% 5.2% 5.0% 5.7%
BVPS (x) 112.3 108.8 173 126.9 139.7
. Asset Turnover 0.9 0.9 1.1 1.2 1.3
Free Cash flow Yield (%) 8.6 173 14 7.1 1.3
Equity Multiplier 1.5 1.7 1.7 1.6 1.6

Source: ALDS, Choice Institutional Equities
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The security is expected to generate upside of 15% or more over the next 12 months

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

The security is expected to generate upside of 20% or more over the next 12 months

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

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

ce Equity Broking Pvt

nalyst - INH0O00000222 | Ema

onal.equities@choiceindia

+91 22 6707 9440
+91 22 6707 9251
+91 22 6707 9521
+91 22 6707 9521
+9122 6707 9513
+91 22 6707 9949
+91 22 6707 9930
+91 22 6707 9867
+91 22 6707 9451
+91 22 6707 9901
+9122 6707 9511
+91 22 6707 9908
+91 22 6707 9987
+91 22 6707 9930
+91 22 6707 9901
+91 22 6707 9521
+91 22 6707 9451
+91 22 6707 9233
+91 22 6707 9433
+91 22 6707 9233
+91 22 6707 9901
+91 22 6707 9535
+9122 6707 9511
+91 22 6707 9433




Choice

Institutional Equities Institutional Equities

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.
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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.

KUNAL 5
BAJA) i

Q4FY26 Result Update



	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8

		2026-05-22T15:33:30+0530
	KUNAL BAJAJ




