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KEY DATA H H
- Countlng on execution momentum
Rating BUY
Sector relative Outperformer
e e tanget (INR) y2  Bharat Dynamics (BDL) posted a strong top line (+108% YoY) driven
52 Week High/Low 1992/8%0  Q4FY25, extending strength into next year. Order inflows for FY25
Market cap (INR bn/USD bn) 718/8.4 . . .
Free float (%) 23 came in at “INR67bn, increasing the backlog to INR228bn (~7x FY25
Avg. daily value traded (INR mn) 5,183.4 A o
sales), providing strong revenue visibility over the next three—four
years; however key growth catalyst hereon shall be timely execution.
SHAREHOLDING PATTERN Retain ‘BUY’ as we are baking in a ~60% revenue CAGR over FY25—-27E
Mar-25 Dec24 Mar-24 . L . . .
x * T along with 22—23% OPMs factoring in benefits of backward integration
Promoter 74.93% 74.93% 74.93% . - . .
o - 2.09% 5 05% and easing of supply-crunched critical imports (chips and warheads),
oI 9.45% 870%  12.39% which had plagued execution so far (H2FY25 posted pickup). We are
Pledge 0.00% 0.00% 0.00% revising FY27E EPS by 6% as we assign 45x (earlier 35x) on FY27E EPS
of INR50.1, yielding a TP of INR2,250 (earlier INR1,650).
FINANCIALS (INRmn) | |mproving trajectory; FY25 OPMs (ex-one offs) at ~18.3%
Year to March FY2aA  FY25A  FY26E FY2Z7E | pavenue surged 108% YoY to INR17.8bn in Q4FY25. For FY25, revenue came in at
Revenue 23693 33451 56,380 85,170 ) . .
EBITDA 5366 4724 12692 19589 INR33.4bn, up 41.2% YoY. GM came in at 40.8% versus 66.7% in Q4FY24 while for
Adjusted profit 6127 5496 12,289 18,351 FY25, GM was 49.8% versus 62.1% in FY24 (during FY24, ~INR1.65bn was adjusted to
Diluted EPS (INR) 16.7 15.0 335 50.1 cost of materials consumed on account of refund received from customer, adjusting
EPS growth (%) 740  (103) 1236 49.3 for which FY24 GM was 55.2%). OPMs for the quarter stood at 16.8% versus 37% in
ROAE (%) 179 144 273 320 Q4FY24. For FY25, OPMs came in at 14.1% versus 22.6% in FY24. However, after
P/E () s 107 %83 392 adjusting for the above cost adjustment, FY24 OPMs were 15.7%. The decline in
EV/EBITDA (x) 126.0 143.2 51.6 32.9
Dividend yield (%) 0 0 03 05 OPMs was largely led by higher cost of materials consumed along with a provisioning
expense of ~“INR1.4bn related to a global onerous contract. Adjusting for this one-
time expense, OPMs for FY25 would have been ~18.3%.
CHANGE IN ESTIMATES Order inflows for the year amounted to INR66.7bn (including MRSAM from Indian
- - — Navy and a large armaments order from MoD), taking the backlog to ~INR228bn (~7x
Revised estimates % Revision
FY25 sales). Interim dividend of INR4/share was paid during the year. The board
Year to March FY26E FY27E FY26E FY27E
recommended a final dividend of INRO0.65/share for the year totalling to
Revenue 0380 8170 3% 74% INR4.65/share. CFO came in at INR1.67bn, plunging 59.3% YoY due to a build-up in
FBITDA 12,692 19,599 >5% 7% working capital while C&CE remained flattish at INR42bn for FY25.
Adjusted profit 12,289 18351  02%  6.1%
Diluted EPS (INR) 335 501 02%  6.1% Key variables to watch out for over next 12—18 months
With a robust backlog of “~INR228bn at FY25-end, BDL is well positioned to achieve a
revenue CAGR of over ~60% during FY25-27E, in our view. Although the company
reviously encountered supply chain disruptions due to its dependence on war-
PRICE PERFORMANCE P ve PPy proms ¢ °
affected nations such as Russia and Israel, we believe these challenges have now
1,975 86,000 eased out. In this regard, going forward sustained/improved execution momentum
i;gi "IJ' | Zz’igg along with levelling up of current OPM levels shall be key triggers for the company.
1,345 \“W of 7760
1,135 N 74,800 . .
925 \ 72,000 Financials
May-24  Aug-24  Nov-24  Feb-25 May-25 Year to March Q4FY25 Q4FY24 % Change Q3FY25 % Change
WEBDLIN EQUITY Sensex Net Revenue 17,770 8,541 108.0 8,321 113.5
EBITDA 2,990 3,164 (5.5) 1,269 135.6
Adjusted Profit 2,728 2,888 (5.5) 1,471 85.4
Diluted EPS (INR) 7 7.4 7.9 (5.5) 4.0 85.4
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Financial Statements

Income Statement (INR mn)

Balance Sheet (INR mn)

Year to March FY24A FY25A FY26E FY27E Year to March FY24A FY25A FY26E FY27E
Total operating income 23,693 33,451 56,380 85,170 Share capital 1,833 1,833 1,833 1,833
Gross profit 14,719 16,672 35,582 53,326 Reserves 34,535 38,257 48,088 62,769
Employee costs 6,000 5,488 11,896 17,545 Shareholders funds 36,368 40,090 49,920 64,601
Other expenses 3,354 6,460 10,994 16,182 Minority interest 0 0 0 0
EBITDA 5,366 4,724 12,692 19,599 Borrowings 0 0 0 0
Depreciation 670 707 729 735 | | Trade payables 7,984 15,056 14,245 21,811
Less: Interest expense 31 33 37 43 Other liabs & prov 59,048 62,280 62,280 62,280
Add: Other income 3,618 3,504 4,458 5,647 Total liabilities 1,03,401 1,17,425 1,26,445 1,48,692
Profit before tax 8,282 7,488 16,385 24,468 Net block 8,236 8,571 8,642 8,708
Prov for tax 2,155 1,991 4,096 6,117 Intangible assets 0 0 0 0
Less: Other adj 0 0 0 0 Capital WIP 729 1,171 1,171 1,171
Reported profit 6,127 5,496 12,289 18,351 Total fixed assets 8,965 9,742 9,814 9,879
Less: Excp.item (net) 0 0 0 0 Non current inv 0 39 39 39
Adjusted profit 6,127 5,496 12,289 18,351 Cash/cash equivalent 42,285 41,904 63,599 74,271
Diluted shares o/s 367 367 367 367 Sundry debtors 3,104 8,264 7,723 11,667
Adjusted diluted EPS 16.7 15.0 33.5 50.1 Loans & advances 20 44 44 44
DPS (INR) 0.9 0.7 6.7 10.0 Other assets 47,688 54,795 42,589 50,155
Tax rate (%) 26.0 26.6 25.0 25.0 Total assets 1,03,401 1,17,425 1,26,445 1,48,692
Important Ratios (%) Free Cash Flow (INR mn)

Year to March FY24A FY25A FY26E FY27E Year to March FY24A FY25A FY26E FY27E
COGS (% of rev) 37.9 50.2 36.9 37.4 Reported profit 6,723 5,456 12,289 18,351
Employee cost (% of rev) 25.3 16.4 21.1 20.6 Add: Depreciation 670 707 729 735
Other exp (% of rev) 14.2 19.3 19.5 19.0 Interest (net of tax) (3,160) (2,966) (4,421) (5,604)
EBITDA margin (%) 22.6 14.1 22.5 23.0 Others 0 0 0 0
Net profit margin (%) 259 16.4 21.8 21.5 Less: Changes in WC (274) (3,701) 11,936 (3,944)
Revenue growth (% YoY) (4.8) 41.2 68.5 51.1 Operating cash flow 4,117 1,674 20,532 9,538
EBITDA growth (% YoY) 314 (12.0) 168.7 54.4 Less: Capex 809 2,827 800 800
Adj. profit growth (%) 74.0 (10.3) 123.6 49.3 Free cash flow 3,308 (1,154) 19,732 8,738
Assumptions (%) Key Ratios

Year to March FY24A FY25A FY26E FY27E Year to March FY24A FY25A FY26E FY27E
GDP (YoY %) 5.5 6.3 6.3 6.3 RoE (%) 17.9 14.4 27.3 32.0
Repo rate (%) 6.0 5.3 5.3 5.3 RoCE (%) 24.3 19.7 36.5 42.8
USD/INR (average) 84.0 82.0 82.0 82.0 Inventory days 774 503 357 207
Domestic rev gwth (%) (4.8) 41.2 68.5 51.1 Receivable days 38 62 52 42
Exports rev gwth (%) (85.9) 281.2 98.7 (87.3) Payable days 257 251 257 207
Gross margin (%) 62.1 49.8 63.1 62.6 Working cap (% sales) (71.4) (46.2) (48.6) (27.5)
EBITDA margin (%) 22.6 14.1 22.5 23.0 Gross debt/equity (x) 0 0 0 0
Tax rate (%) 26.0 26.6 25.0 25.0 Net debt/equity (x) (1.2) (1.0) (1.3) (1.1)
Capex (INR mn) (808.9) (2,827.4) (800.0) (800.0) Interest coverage (x) 151.2 121.4 326.5 443.0
Valuation Metrics Valuation Drivers

Year to March FY24A FY25A FY26E FY27E Year to March FY24A FY25A FY26E FY27E
Diluted P/E (x) 117.3 130.7 58.5 39.2 EPS growth (%) 74.0 (10.3) 123.6 49.3
Price/BV (x) 19.8 17.9 14.4 11.1 RoE (%) 17.9 14.4 27.3 32.0
EV/EBITDA (x) 126.0 143.2 51.6 32.9| | EBITDA growth (%) 314 (12.0) 168.7 54.4
Dividend yield (%) 0 0 0.3 0.5 Payout ratio (%) 51 43 20.0 20.0

Source: Company and Nuvama estimates

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset
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Exhibit 1: Financial snapshot (INR mn)

Year to March Q4FY25 Q4FY24 YoY (%) Q3FY25 QoQ (%) FY25A FY26E FY27E
Total revenues (net) 17,770 8,541 108.0 8,321 113.5 33,451 56,380 85,170
Direct cost 10,522 2,847 269.6 3,698 184.6 16,779 20,798 31,844
Staff cost 1,379 1,537 (10.3) 1,219 13.1 5,488 11,896 17,545
Other operating expenses 2,879 993 189.9 2,136 34.8 6,460 10,994 16,182
Total expenditure 14,780 5,377 174.9 7,053 109.6 28,727 43,688 65,571
EBITDA 2,990 3,164 (5.5) 1,269 135.6 4,724 12,692 19,599
Depreciation 197 163 20.9 177 11.0 707 729 735
EBIT 2,793 3,002 (6.9) 1,092 155.9 4,017 11,964 18,864
Interest 7 8 (7.1) 7 0.6 33 37 43
Other income 996 885 12.5 844 17.9 3,504 4,458 5,647
Exceptional items 0 0 0 0 0 0
PBT 3,782 3,879 (2.5) 1,929 96.1 7,488 16,385 24,468
Tax 1,054 991 6.4 458 130.3 1,991 4,096 6,117
Non-controlling interests 0 0 0 0 0 0
Reported Profit 2,728 2,888 (5.5) 1,471 85.4 5,496 12,289 18,351
Adjusted Profit 2,728 2,888 (5.5) 1,471 85.4 5,496 12,289 18,351
Equity capital(FV:INR1) 1,833 1,833 1,833 1,833 1,833 1,833
No. of Diluted shares outstanding (mn) 367 367 367 367 367 367
Adjusted Dil. EPS 7.4 7.9 4.0 15.0 335 50.1
as % of net revenues

Direct cost 59.2 333 44.4 50.2 36.9 37.4
Staff cost 7.8 18.0 14.6 16.4 21.1 20.6
Other operating expenses 16.2 11.6 57.8 19.3 19.5 19.0
EBITDA 16.8 37.0 15.2 14.1 225 23.0
Adjusted profit 15.4 33.8 17.7 16.4 21.8 21.5
Tax rate 27.9 255 23.7 26.6 25.0 25.0

Source: Company, Nuvama Research

a Research is also available on www.nuv. .com, Bloomberg - NUVA, Thomson Reuters, and Factset ma Institutional Equities
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Exhibit 2: Healthy OB (INR228bn) and thriving pipeline (INR288bn) underpin BDL’s dynamic growth track
1 1 1
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Source: Company, Nuvama Research
Exhibit 3: BDL's pipeline over next three-four years
Pﬂlatform;m - - - ) Units | Cost (INRbn): Expected Timeline
Base orders (SAMs, torpedos, spares, refurbishment) - 20 INR20bn p.a.
Astra Mk | 750 113 FY25-29
Astra Mk I 15 3 FY26-27
MRSAM * 70 30 Order received
QRSAM | 144 88 FY27-28
LBRM | 1200 48 FY25-26
SAAW - 10 FY25-26
NAG/Helina ATGM 500 5 FY25-26
Spike ER2 - 3 FY25-26
Totalopportunity 288
Source: Company, Nuvama Research
Exhibit 4: FY27E EPS sensitivity
Revenue CAGR (FY25E-27E)
30.0% 40.0% 50.0% 55.0% 60.0%
s 18.0% 30.5 33.7 37.2 39.1 41.0
g 20.0% 32.8 36.4 40.3 42.3 44.4
8 22.0% 35.0 39.0 43.3 45.6 47.9
E 25.0% 38.5 43.0 47.9 50.4 53.1
>
L 27.0% 40.8 45.6 50.9 53.7 56.5

Source: Nuvama Research

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities
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Exhibit 5: One-year forward PE (median ~23x)
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Source: Company, Nuvama Research
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Company Description

Bharat Dynamics Limited (BDL), established in 1970, is a leading public sector
undertaking under the Ministry of Defence. The company manufactures Surface-to-
Air Missiles (SAM), Air-to-Air Missiles (AAM), Anti-Tank Guided Missiles (ATGMs),
underwater weapons - Torpedoes, and allied defence equipment such as launchers,
counter measures dispensing system (CMDS) and test equipment.

Headquartered in Hyderabad, BDL has three manufacturing units located at
Kanchanbagh, Hyderabad (Telangana), Bhanur, Sangareddy District (Telangana) and
Visakhapatnam (Andhra Pradesh). The Kanchanbagh manufacturing unit is engaged
in the manufacture of SAMs, Milan 2T ATGMs, countermeasures, launchers and test
equipment. The Bhanur unit manufactures the Konkurs — M ATGMs, the INVAR
(3UBK 20) ATGMs, launchers and spares. The Vishakhapatnam unit is engaged in the
manufacturing of lightweight torpedoes, the C-303 anti-torpedo system,
countermeasures and spares.

Investment Rationale

BDL is India’s leading manufacturer of SAMs, air-to-air missiles (AAMs), torpedoes
and ATGMs and it is now evolving into providing turnkey solutions to the Indian
Armed Forces. To its credit, BDL has engineered a vast missile ecosystem over the
years through integration of sections, sub-systems, missiles, QCs and product
support. Incremental opportunities are arising for the company in the wake of
modernisation push and procurement of new fighters, submarines, corvettes,
frigates, etc. BDL is actively exploring partnerships and collaborations with foreign
OEMs to develop new weapons under ToT and has already made an entry into
exports via supplies of LWTs, CMDS, ATGMs and Akash Weapon System to friendly
foreign countries. Despite stunted execution due to global supply chain challenges,
BDL has been able to sustain and grow its margin profile over the years; it reported
GM/OPM of 62.1%/22.6% in FY24.

Key Risks

e BDL has been facing supply chain issues for the past several quarters. It is
dependent on multiple OEMs for subassemblies/components, single source
suppliers and sub-contractors.

e |t is dependent on a single customer, i.e. the Indian armed forces through the
Ministry of Defence, Gol.

e Intense competition by domestic (Adani Defence, Reliance Defence, Tata
Advanced Systems, L&T, Solar Industries, etc.) and international players with
similar product offerings can affect the company’s business.

Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset Nuvama Institutional Equities
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Additional Data

Management Holdings — Top 10*
Chairman/MD A Madhava Rao % Holding % Holding
CFO G Gayatri Prasad Life Insurance 2.79 BlackRock Inc 0.46
Motilal Oswal A 1.47 Edelweiss Asset 0.42
CFO Chanchal Rajora
HDFC Asset Mana 1.14 Invesco Asset M 0.32
Director:Production P’V Raja Ram Vanguard Group 0.98 Axis Asset Mana 0.28
Auditor M/s Tej Raj & Pal Nippon Life Ind 0.77 Dimensional Fun 0.24
*Latest public data
Recent Company Research Recent Sector Research
Date Title Price Reco Date Name of Co./Sector Title
21-May-25  Solar Industries Catalysts skewed towards upside;
Result Update
20-May-25 Bharat Electronics Margin story taking shape; Result
Update
Gathering speed; positive outlook
19-May-2
9-May-25  Data Patterns affirm; Result Update
Rating and Daily Volume Interpretation
1975 36
1580 30
24
— 1185
< =
= 185
— 790 =
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395 6
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o~ o~ ~ o~ ™ %) o ™M ™ ™ < < < < < < LN N
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= 3 ) 8 s s 5 3 & 3 s s 5 = & 3o s s
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Volume e====BDL IN EQUITY Buy ® Hold Reduce

Source: Bloomberg, Nuvama research

Rating Rationale & Distribution: Nuvama Research

Rating Expec:‘cj:ralbzs?‘:t:net;iturns Rating Distribution
Buy 15% 204

Hold <15% and >-5% 63

Reduce <-5% 34

Research is also available on www.nuv. .com, Bloomberg - NUVA, Thomson Reuters, and Factset ma Institutional Equities
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DISCLAIMER

Nuvama Wealth Management Limited (defined as “NWML” or “Research Entity”) a company duly incorporated under the Companies Act, 1956 (CIN No L67110MH1993PLC344634) having
its Registered office situated at 801- 804, Wing A, Building No. 3, Inspire BKC, G Block, Bandra Kurla Complex, Bandra East, Mumbai — 400 051 is regulated by the Securities and Exchange
Board of India (“SEBI”) and is licensed to carry on the business of broking, Investment Adviser, Research Analyst and other related activities. Name of Compliance/Grievance officer: Mr. Atul
Bapna, E-mail address: complianceofficer.nwm@nuvama.com Contact details +91 (22) 6623 3478 Investor Grievance e-mail address- grievance.nwm@nuvama.com

This Report has been prepared by NWML in the capacity of a Research Analyst having SEBI Registration No.INH000011316 and Enlistment no. 5723 with BSE and distributed as per SEBI
(Research Analysts) Regulations 2014. This report does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any
transaction. Securities as defined in clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency Derivatives. The information
contained herein is from publicly available data or other sources believed to be reliable. This report is provided for assistance only and is not intended to be and must not alone be taken as
the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this report should make such investigation as it deems necessary
to arrive at an independent evaluation of an investment in Securities referred to in this document (including the merits and risks involved), and should consult his own advisors to determine
the merits and risks of such investment. The investment discussed or views expressed may not be suitable for all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed on directly or indirectly
in any form to any other person or published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a
citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which
would subject NWML and associates, subsidiaries / group companies to any registration or licensing requirements within such jurisdiction. The distribution of this report in certain
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report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any prior notice. NWML reserves
the right to make modifications and alterations to this statement as may be required from time to time. NWML or any of its associates / group companies 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 this report. NWML is committed to providing independent and transparent
recommendation to its clients. Neither NWML nor any of its associates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct,
indirect, special or consequential including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary trading and investment
businesses may make investment decisions that are inconsistent with the recommendations expressed herein. Past performance is not necessarily a guide to future performance .The
disclosures of interest statements incorporated in this report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the
report. The information provided in these reports remains, unless otherwise stated, the copyright of NWML. All layout, design, original artwork, concepts and other Intellectual Properties,
remains the property and copyright of NWML and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.

NWML shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network (Internet) reasons or snags in the system, break
down of the system or any other equipment, server breakdown, maintenance shutdown, breakdown of communication services or inability of the NWML to present the data. In no event
shall NWML be liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data
presented by the NWML through this report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all customers may receive this report at the
same time. We will not treat recipients as customers by virtue of their receiving this report.

NWML and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to time, have long or short positions in, and buy or sell the
Securities, mentioned herein or (b) be engaged in any other transaction involving such Securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other potential/material conflict of interest with
respect to any recommendation and related information and opinions at the time of publication of research report or at the time of public appearance. (c) NWML may have proprietary
long/short position in the above mentioned scrip(s) and therefore should be considered as interested. (d) The views provided herein are general in nature and do not consider risk appetite
or investment objective of any particular investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation
to do business with NWML (e) Registration granted by SEBI and certification from NISM in no way guarantee performance of NWML or provide any assurance of returns to investors and
clients.

NWML or its associates may have received compensation from the subject company in the past 12 months. NWML or its associates may have managed or co-managed public offering of
securities for the subject company in the past 12 months. NWML or its associates may have received compensation for investment banking or merchant banking or brokerage services from
the subject company in the past 12 months. NWML or its associates may have received any compensation for products or services other than investment banking or merchant banking or
brokerage services from the subject company in the past 12 months. NWML or its associates have not received any compensation or other benefits from the Subject Company or third party
in connection with the research report. Research analyst or his/her relative or NWML'’s associates may have financial interest in the subject company. NWML and/or its Group Companies,
their Directors, affiliates and/or employees may have interests/ positions, financial or otherwise in the Securities/Currencies and other investment products mentioned in this report. NWML,
its associates, research analyst and his/her relative may have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the
time of publication of research report or at the time of public appearance.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange rates can be volatile and are subject to large fluctuations; ( ii)
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in interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the value of the currency. Investors in securities such as
ADRs and Currency Derivatives, whose values are affected by the currency of an underlying security, effectively assume currency risk.
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NWML has financial interest in the subject companies: No

NWML’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of
research report.

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication
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Analyst Certification:
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities,
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