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AXISCADES Technologies beat our EBITDA Margin & PAT estimate led by lower RM
cost and higher other income; Revenue was below our estimates due to de-growth
in segments. Reported revenue of INR 2,233 Mn (down by 12.7% QoQ/ +4.5% YoY)
below our estimate of INR 2,560 Mn. De-growth led by Strategic technology
solutions. Revenue in USD stood at $26.2Mn against our estimate of $31.5 Mn,
down by 15.5% QoQ/down 2.6% YoY Segments: Technology Services and Solutions
de-grew by 4% QoQ/ up 14.4% YoY and Strategic technology solutions de-grew by
34% QoQ/ down 21.3% YoY. EBITDA stood at INR 310 Mn and de-grew by 4%
QoQ/down 5.8% YoY below our estimate of INR 334 Mn. Adjusted EBITDA margin
expansion by 126bps QoQ/ down 153bps YoY at 13.9% against our estimate of
13.0% led by an increase in other income 88.3% QoQ/503% YoY due to (Includes
INR 65.919 Mn from sale of leasehold land and building transferred for a
consideration of INR 149 Mn. RM decline also helped in margin expansion. The
company reported adj PAT of INR 167.8 Mn grew by ~87% QoQ/~194 Mn above our
estimate of INR 88.6 Mn. EPS stood at INR 4.07 against INR 2.11 in Q4FY24 (INR
1.47 in Q1FY24)

Strong order book across the segments

In Q1FY25, INR 390 Mn were added to the defense order book, with production
revenues expected to ramp up throughout the year. There is a multi order pipeline
of design wins awaiting production in the coming years. By the end of Q1FY25, INR
3220 Mn in pending orders are set for execution. Additionally, 60 units of anti-drones
will be delivered post-trials by the end of CY24. We believe that Q2 & Q3 will be
strong quarter for the company led by the robust order pipeline.

Sequential stable growth expected in Automotive by Q2FY25

Strong YoY growth of 84% was driven by a ramp-up with a major UK automotive
client and the addition of new solutions. However, there was a sequential decline
due to challenges with European OEMs and sluggishness in the EV space. The focus
remains on digital and embedded solutions, as well as hardware testing and
validation. EBITDA margins were impacted by lower defense production and issues in
automotive, but are expected to improve in Q2 as defense production ramps up. The
company aims to increase engineering services margins by 150-200 bps by year-end.

Outlook & Valuation

AXISCADES Technologies reported a mixed Q1FY25 performance, driven by strong
order book, targeted INR 16000+ Mn revenue and INR 1600-1800 Mn PAT by FY26,
and outlined strategic initiatives amid macroeconomic challenges and supply chain
issues. Company anticipate an organic contribution of ~30 Mn, though this is a
ballpark figure, company has 3,220 Mn of executable production orders.
Additionally, The company is rebranding to Axiscades Mistral to reflect its focus on
aerospace, defense and integrated capabilities. It's investing in digital engineering
and expanding sales teams to drive growth. We value the stock on a P/E (x) multiple
of 17x to its FY27E EPS INR 37.5, which yields a target price of INR 637 per share.
We maintain our Accumulate rating on the stock.

Exhibit 1: Financial Highlights

Y/E March (INR Mn) FY24 FY25E FY26E FY27E
Revenues 9,551 11,456 13,741 16,483
EBITDA 1,332 1,638 1,992 2,489
EBITDA Margin 13.95% 14.30% 14.50% 15.10%
PAT 334 900 1,182, 1,571
EPS 8.0 21.5 28.2 37.5
PE 64.0 23.8 18.1 13.6

Source: Arihant Research, Company Filings
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Exhibit 2: Q1FY25 - Quarterly Performance (Consolidated)

Particulars (INR Mn) Consolidate Q1FY25 QAFY24 Q1FY24 Q-0-Q Y-o0-Y|
Revenue USD $ Mn 26.20 31.00 26.90 -15.5% -2.6%
Revenue 2,233 2,556 2,136 -12.7% 4.5%
Other operating Income 3 2 10 49.5% -74.7%
Other Income 103] 55 17, 88.3% 502.6%
Total Revenue 2,338 2,613 2,163 -10.5% 8.1%
Cost of Material consumed 320 516 396 -37.9% -19.0%
Employee Benefit Exp 1,234 1,349 1,089 -8.5% 13.3%
Other Expenses 368 368 322 -0.2% 14.1%
EBITDA 310 323 330 4.0% 5.8%
EBITDA margin % 13.9% 12.6% 15.4% 126bps -153bps|
EBITDA margin % 13.9% 12.6% 15.4% 126bps| -153bps
Deducting-Net one time item g g g g g
Adj. EBITDA 310 323 330 4.0% 5.8%
Adj. EBITDA margin % 13.9% 12.6% 15.4% 126bps| -153bps
Depreciation 93 95 71 -2.59% 31.2%
EBIT 218 228 259 -4.6% -15.9%
Margin 9.7% 8.9% 12.1% 83bps -237bps
Finance cost 81 125 201 -35.59 -59.9%
PBT before excepational item 242.202, 159.225 84.807| 52.1% 185.6%
PBT After excepational item 242.2 159.2 84.8

Exceptional Item g 8 8 1 1
Share in loss of associate, net of tax 0 0 146.7%

Tax Expense 74 69 28 7.4% 168.4%
Effective tax rate % 30.7% 43.5% 32.7% g g
Company level PAT 167.80 89.92 57.09 86.6% 193.9%
share of P/(L) Associates E g g g g
non-controling g . .

Adj PAT 167.80 89.92 57.09 86.6% 193.9%
Adj Pat margins 7.5% 3.5% 2.7% 400bps| 484bps|
EPS (INR) 4.07 2.11 1.47| 92.9% 176.9%
Segment revenue

Particulars (INR Mn) Q1FY25 QA4FY24 Q1FY24 Q-0-Q Y-0-Y
Technology Services and Solutions 1751 1825 1531 -4.0% 14.49%
Strategic technology solutions 484 734 615 -34.0% -21.3%
Total 2,235.1] 2,558 2,146 -12.6% 4.1%

Source: Arihant Research, Company Filings
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Exhibit 3: Operating Matrix

Revenue by Industry Q1FY25 QA4FY24 Q1FY24

Offshore

IAerospace 36.00% 31.00% 29.80%
Heavy Engineering 16.00% 14.00% 18.50%
Semiconductor (PES) 11.00% 9.00% 14.40%
Automotive 11.00% 11.00% 6.20%
Energy 5.00% 6.00% 2.30%
Product & Solutions (Defense) 22.00% 28.00% 28.70%
Revenue By Geography Q1FY25 Q4FY24 Q1FY24
Europe 40.00% 37.00% 33.50%
USA 23.00% 21.00% 30.90%
APAC 32.00% 38.00% 31.10%
Canada 5.00% 4.00% 4.50%
Revenue by Segment Q1FY25 Q4FY24 Q1FY24
Engineering Services 78.00% 71.00% 71.00%
Defence - Production 12.00% 16.00% 7.00%
Defence - Design 9% 13.00% 21.00%
Revenue by Location Q1FY25 Q4FY24 Q1FY24

71.00% 75.00% 77.00%

25.00%
Q4FY24
69.00% 64.00%

ime & Material

Employee Metrics

31.00% 36.00%
Q4FY24 Q1FY24

Digital & Embedded 678 734 652
Mechanical 2281 2150 1826
Support 242 247 224
Attriation Rate (%) 14% 16% 18%

Attrition rates lowered on YoY basis driven by various employee engagement activities and better

management of pyramid by defining employee's journey.

Defence Programs Portfolio

MPR Arudhra

Akash
= Ashwini = Jaguar
= (QRSAM = Dornier

Upcoming Programs

Samudrika LCA MK Il

Indigo AEW&C MK I
USHUS = Su 30 Upgrade
Abhay = Rustomll

On track to deliver Phase 1 of Arudhra & HiSAR Radars production orders of 300 Mn
Naval production orders of 200 Mn are under execution and will be delivered in Q2FY25.
Strong orderbook and significant uptick in production revenues from Q2.

Source: Arihant Research, Company Filings
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Q1FY25 Conference Call Highlights

The company is confident about delivering on its revenue and Margin plan for FY25,
anticipating healthy growth in Aerospace, recovery in Automotive and Semiconductor
verticals, and continued momentum in the Energy segment.

The company is rebranding to Axiscades Mistral and has appointed Mr. Pankaj Chakraborty as
an additional director.
The company reduced its finance costs to INR 80.7 Mn and its consolidated net debt stood at

INR 500 Mn.

Margin expansion in Q1FY25 due to cost optimization. EBITDA margin expected to increase
with defense business production ramp-up and a strong order book

The engineering services business grew by 15% YoY, driven by growth in Aerospace,
Automotive, and Energy sectors. Aerospace and Automotive verticals showed strong
performance, while Defence, Heavy Engineering, and Semiconductor businesses faced

challenges.

Margin pressure is in the Defence, Automotive, and Heavy Engineering verticals. Significant
investments in digital strength may impact margins in the short term.

Engineering services, business grew by 15% YoY, driven by growth in Aerospace, Automotive,
and Energy sectors.

Aerospace vertical, continues its strong performance, showing a 24% YoY revenue increase.
Automotive, revenues grew 84% YoY, primarily due to the consolidation of revenues from the
acquisition of AcQ automotive entity. Automotive and Semiconductor verticals are expected to

recover starting in H2FY25

Energy vertical, revenue reached INR 110 Mn accounting for 5% of total revenue. The growth
momentum in the Energy segment is expected to continue.

Defence, business revenue was lower at INR 480 Mn compared to INR 620 Mn in Q1
FY24.Defence production orders in FY25 are expected to be significantly higher than those in

FY24.

Approved Design Wins Awaiting Production: INR 8000 — 1,0000 Mn. Design Wins Under
Development: INR 25,000 — 30,000 Mn

Heavy Engineering and Semiconductor businesses declined by 8% and 23% respectively.
Margin pressure is present in the Defence, Automotive, and Heavy Engineering verticals.

The company is undertaking significant investments in building its digital strength, which will
continue to be margin dilutive in the short term.

New drone kit based on Qualcomm QCS8550 under development, market release expected in
Q3.

Mistral executed Naval & Radar orders worth INR 100 Mn each.
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Exhibit 4: Strong top line led by growth across segments
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Exhibit 5: Steady margin led by higher other income
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Exhibit 6: Earning trend

EPS (INR)

4.17 4.07

2.89

1.93 2.11

2 1.47 1.47

Q2FY23 Q3FY23 Q4FY23 QlFY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25

Source: Arihant Research, Company Filings
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echnologies Ltd.

Key Financials

Income Statement

Balance Sheet

FY24 FY25E Y/E March (INR Mn) FY24 FY25E FY26E FY27E
Revenues 9,551 11,456 13,741 16,483 pourcesof Funds
Change (%)‘ 16.2% 20.0% 20.0% 20.0% :Zzgivcengzlurplus S,Sg 4,12112 5,;;8 7;;8
Raw materials 1,855 2,234 2,611 3,132 Net Worth 3,727 4,627 5,809 7,380
Employee costs 5,001 5,865 7,008 8,242 |Loan Funds 2,385 2,385 2,385 2,385
Other expenses 1,362 1,718 2,130 2,621
Total Expenses 8219 9,818 11,749 13,994 |Deferred Tax & other liabilities . . . .
EBITDA 1,332 1,638 1,992) 2,489 ICapital Employed 6,176 7,076 8,257 9,828
EBITDA Margin 14.0%  143%  145% 159 |Application of Funds
beducting-Net one time IGross Block 4,156 4,256 4,355 4,453
. Less: Accumulated
jtem - N - “1  |Depreciation 1,930 2,283 2,645 3,015
Adj. EBITDA - - - - Net Block 2,226 1,973 1,710 1,438
IAdj. EBITDA margin % - - - -
Other Income 99 286 344 412 [CWIP 3 L 3 L
Depreciation T I . T R T T
interest 264 286 289 288 et fixed assets 2,618 2,365 2,02 1,830
kil 530 1,285 1,688 2245 j;yestments 303 303 303 303
Extra-ordinary 1 . 1 [Debtors 2,341 2,808 3,368 4,040
PBT after ext-ord. 530 1,285 1,688| 2,245 Inventories 693 820 966 1,158|
Tax 196 336 506 673 [Cash & bank balance 1,529 4,535 6,490 8,929
fote (%) 0O O O e B
el - 334 900 1,182 1,571 ICurrent liabilities 4:779 6:099 7:316 8:776
MI & Associates -6 0 0 O Provisions 307, 307, 307, 307,
Adjusted PAT 334 900 1,182 1,571  |Net current assets 1,327 2,786 4,231 6,074
Change (%) 0.0% 174.2% 31.4% 33.0%  [Total Assets 6,176 7,076 8,257 9,828
Cash Flow Statement Key Ratios
Y/E March (INR Mn) FY24  FY25E Y/E March (INR Mn) FY24 FY25E FY26E FY27E
PBT 530 1,285 1,688 2,245 Per share (INR)
Depreciation 338 353 362 370 EPS 8.0 21.5 28.2 37.5
Interest & others 458 -0 -57 -126| ICEPS 15.9 29.9 36.8 46.3
(Cash flow before WC BVPS 89.0 1104 138.6 176.1
changes 1,326) 1638 1,992 2,489 |y 1 ] 1 i
Inc)/dgc in working capital 2,063 727 511 595 Payout (%) 0.0% 0.0% 0.0% 0.0%
Operating CF after WC Valuation (x)
changes 3,389 2,365 2,503 3,084
Less: Taxes -196) -386) -506| -673] P/E 64.0 23.8 18.1 136
Operating cash flow 3,193 1,980 1,997 2,411 P/CEPS 34.0 18.1 14.7 116
(Inc)/decin F.A+ CWIP -679 -100 -99 -98 P/BV 6.1 4.9 3.9 3.1
EV/EBITDA 17.6 12.5 9.3 6.5
(Pur)/sale of investment 31.15 . E { [pividend Yield (%) 1 1 . .
Cash flow from investing -648 -100 -99 -98  [Return Ratio (%)
Free cash flow (FCF) 2,993 1,880 1,898 2,313 EBIDTA Margin 14.0% 14.3% 14.5% 15.1%
PAT Margin 3.4% 7.9% 8.6% 9.5%
Loan raised/(repaid) (755.40) 1 - 1 ROE 8.8%  19.4%  203%  21.3%
o ROCE 16.1% 18.2% 19.7% 21.6%
Equity raised 18.74 E B E N
Leverage Ratio (%)
Interest & others 330 1,127 57 126 Total D/E 0.6d 0.52 0.41 0.32
Dividend | ] | ] [NetD/E 0.2 -0.5 0.7, -0.9
ICash flow from financing [Turnover Ratios
fctivities -407] 1,127 57 126  |asset Turnover (x) 1.5 1.4 1.7 1.7
Net inc /(dec) in cash 2,139 3,006 1,955| 2,439 Inventory Days 136 134 135| 135|
Opening balance of cash 996 1,529 4,535 6,490 Receivable Days 89 89 89 89
IClosing balance of cash 3,135 4,535 6,490 8,929 Payable days 194 194 194, 194,
Source: Arihant Research, Company Filings
6

hant Capital Markets Ltd



Arihant Research Desk

Email: instresearch@arihantcapital.com

Tel. :022-42254800

Head Office Registered Office
#1011, Solitaire Corporate Park

Building No. 10, 1°** Floor Arihant House

Andheri Ghatkopar Link Road E-5 Ratlam Kothi
Chakala, Andheri (E) Indore - 452003, (M.P.)
Mumbai — 400093 Tel: (91-731) 3016100
Tel: (91-22) 42254800 Fax: (91-731) 3016199

Fax: (91-22) 42254880

Stock Rating Scale Absolute Return
BUY >20%
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared 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. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
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