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Investment Thesis

« Astra Microwave Products Ltd. (Astra Microwave) has moved up the value chain
from manufacturing sub-systems to development and manufacturing of a wide
range of high-end, critical microwave and radio frequency (RF) application-
based equipment such as Monolithic Microwave Integrated Circuit (MMIC)
products, multi object tracking radar and airborne radars due fo ifs strong
domain expertise in microwave and RF applications. It has also developed
advanced manufacturing as well as R&D facilities which helped it to has strong
in-house capabilities. It is one of the few private sector manufacturers in India
with in-house capabilities of designing, developing and manufacturing critical
microwave and radio frequency based equipment that find applications across
defence, space, meteorology and telecom and civil communications.

o With government’s emphasis on strong and modern warfare fechnologies and
combat defence platforms for the armed forces has created a strong demand
for products/systems like electronic warfare, radars, communication system:s,
navigation systems etfc. in defence platforms. Astra Microwave is strongly placed
to capture alarger pie of the growing Indian defence sector with deep domain
expertise and high focus on R&D. It has designed, developed and manufactured
critical sub-systems/systems for various airborne, naval and ground based
platforms such as Radar, Missile Electronics, Electronic Warfare (EW), Satellites,
MMIC and Communication.

e Astra Microwave's outstanding capabilities and track record in manufacturing
high value-added systems, RF and microwave super components and sub-
systems have allowed it to build a broad and robust order book. As of December
2023 end, its order book remained af a strong Rs.1,813Cr (2.2x TTM sales). Its order
book consists of 70% in Defence, 11% in Space, 4% in Meteorological and
remaining 15% is export order. Strong tailwinds in the defence and space
industries for the indigenization of critical systems and subsystems present
enormous order inflow opportunities in both domestic and export markets for
Astra Microwave. By 2028, the company anticipates order worth ~Rs.8,000Cr,
mostly in space and defense electronics. With more local purchase of raw
materials and subcomponents, the risk of supply chain problems would decrease
and overall execution would also improve.

Financials

e Astra Microwave's revenue and PAT grew by CAGR of 17.6% and 2.7%,
respectively, during the last 5 years led by government emphasis on
indigenization of defence sector and its diversified and healthy order book on
the back of its strong capabilities.

Consol. (Rs.Mn) FY21 FY22 FY23  FY24E  FY25E
Revenue 6,409 7,505 8,155 8,645 9,941
EBITDA 797 896 1,481 1,718 1,975
EBITDA Margin (%) 12.4% 11.9% 18.2% 19.9% 19.9%
PAT 289 379 698 915 1,057
EPS (Rs.) 33 44 8.1 10.6 12.2
P/E (%) 185.8 141.6 76.8 58.6 50.7
ROE (%) 5.2% 6.5% 10.9% 11.4% 12.0%
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e Astra Microwave has reported 5.0% YoY and 21.6% QoQ growth in revenue to
Rs.2,298mn in Q3FY24 driven by healthy order execution.

e Astra Microwave's EBITDA grew by 26.1% YoY and 60.5% QoQ to Rs.668mn
majorly due to higher revenue proportion of domestic defence which command
higher margins. As a result of this, EBITDA margin also grew by 490bps YoY and
700bps QoQ t0 29.1% in Q3FY24.

e Astra Microwave has bagged new order worth Rs.257.3Cr during Q3FY24 of
which 70% order constitute from defence, 11% from Space, 4% from
Meteorological and remaining 15% are export order.

Key Business Highlights

* Astra Microwave is engaged in designing, development and manufacturing of
sub-systems for Radio Frequency and microwave systems used in defence,
space, meteorology and telecommunication.

e Astra Microwave design, develop and manufacture critical sub-systems and
systems for its customers for building various airborne, naval and ground based
platforms. Ifs clientele includes Ministry of Defence (MoD), Defence Research &
Development Organization (DRDO), ISRO, defence PSUs, etc.

« Astra Microwave's product range includes radars, missile electronics, electronic
warfare, satellites, MMIC (Monolithic Microwave Integrated Circuit) and
communication systems.

Valuation

Astra Microwave generated 36.2% revenue from exports including deemed
exports in 9MFY24. It also has 15.2% of the total order book in export as of Q3FY24
and has significant part of deemed defence export orders. We expect with
meeting offset requirements by foreign OEMs, increasing R&D investments,
increasing indigenization level of critical sub-systems and systems and lower cost
of production will create significant opportunity for Astra Microwave. We expect
Astra Microwave's Space segment will also have sizable opportunity going ahead
as it holds significant position in development of sub-systems for various space
programs by ISRO. To cater fo space segment, Astra Microwave has incorporated
a wholly owned subsidiary, Astra Space Technologies in February 2024. New
subsidiary will be engaged in design, development, manufacture and acquire
belongs, integration of satellites, satellite pay loads, launching of satellites and
establisnment of ground stations for satellite tracking.

With moving up the value chain to manufacturing a wide range of high-end,
critical microwave and radio frequency application-based equipment,
government’s great emphasis on strong and modern warfare technologies and
combat defence platforms for the armed forces and strong order book of
Rs.1,813Cr (2.2x TIM sales), we are assigning BUY rating fo Astra Microwave
Products Ltd. (Astra Microwave) and value af 61.0x FY25E EPS of Rs.12.20 to arrive
at target price of Rs.744.00, an upside of ~20.0%+.

Risk & Concern

e Astra Microwave is highly dependent on government contracts and ifs
associated entities which exposed it to various risks like stringent regulatory
norms.

* Any delay of existing or anticipated confracts or programs as well as any adverse
change in the government defence or space requirements may have adverse
impact on Astra Microwave.

e Any increase in cost of raw materials or inadequate raw material supply may
affect margin of Astra Microwave.

Graphs & Charts

Figure 1: Net Sales Trend
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Figure 2: EBITDA & EBITDA Margin Trend
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Figure 3: PAT Trend
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Figure 4: Segment-wise Revenue (Q3FY24)

m Defence

H Space

= Meteorologica
mExports including

Deemed Exports

= Others




Name Designation
Rajesh Sinha Sr. Research Analyst Rajesh N, or_Raeen o S e

o=Personal ou=Personal
Reason: | am the author of this document

Ranj an S I n ha Location:

Date: 2024-02-28 14:44+05:30

Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and objectivity in
making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
inferests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material
conflict of inferest at the fime of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of
securifies for the subject company in the past twelve months; (cJhave not received any compensation for investment banking or
merchant banking or brokerage services from the subject company in the past twelve months; (d) have not received any compensation
for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past
twelve months; (e) has not received any compensation or other benefits from the subject company or third party in connection with the
Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for
the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is not
for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a professional
investment guide for the readers. Reasonable care has been taken to ensure that information given at the time believed to be fair and
correct and opinions based thereupon are reasonable, due to the nature of research it cannot be warranted or represented that it is
accurate or complete and it should not be relied upon as such. If this report is inadvertently send or has reached to any individual, same
may be ignored and brought to the attention of the sender. Preparation of this research report does not constitute a personal
recommendation or take info account the particular investment objectives, financial situations, or needs of individual clients. Past
performance is not a guide for future performance. This Report has been prepared on the basis of publicly available information,
infernally developed data and other sources believed by Bonanza portfolio Ltd to be reliable. This report should not be taken as the only
base for any market transaction; however this data is representation of one of the support document among other market risk criterion.
The market participant can have an idea of risk involved to use this information as the only source for any market related activity. The
distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this report comes, should observe,
any such restrictions. The revelation of interest statements infegrated in this analysis are provided exclusively to improve & enhance the
tfransparency and should not be treated as endorsement of the views expressed in the analysis. The price and value of the investments
referred to in this report and the income from them may go down as well as up. Bonanza portfolio Ltd orits directors, employees, offiliates
or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such
information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable,
none of the directors, employees, offiliates or representatives of M/s. Bonanza portfolio Ltd shall be liable. Research report may differ
between M/s. Bonanza portfolio Ltd RAs and other companies on account of differences in, personal judgment and difference in time
horizons for which recommendations are made. Research entity has not been engaged in market making activity for the subject
company. Research analyst has not served as an officer, director or employee of the subject company. Research analyst have not
received any compensation/benefits from the Subject Company or third party in connection with the research report.

M/s. Bonanza Portfolio Ltd at Bonanza House, Plot No. M-2, Cama Industrial Estate. Walbhat Road, Goregaon (E), Mumbai — 400063
Web site: https://www.bonanzaonline.com

Research Analyst Regn No. INH100001666
SEBI Regn. No.: INZ000212137
BSE /NSE/MCX : | CASH | DERIVATIVE| CURRENCY DERIVATIVE | COMMODITY SEGMENT |
| CDSL: | 12033500 | NSDL: | IN 301477 | | PMS: INP 000000985 | AMFI: ARN -0186


https://www.bonanzaonline.com/

		2024-02-28T14:44:42+0530
	Rajesh Ranjan Sinha
	I am the author of this document




