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Investment Thesis

e Bharat Dynamics Ltd. (BDL) is a leading Defence PSU in India, manufacturing Market Cap (Rs. Mn) 3,09,910
guided missile systems. It is a leading company for India's guided missiles and
torpedoes and DRDQ's co-development partner for next-generation surface-to- Market Cap (5 Mn) 37071
air missiles (SAM) and anti-tank guided missiles (ATGM). Since its inception, BDL Shares O/S (in Mn) 183.0
has been working in collaboration with DRDO and foreign OEMs for manufacture
and supply of various missiles and allied equipment to Indian Armed Forces. BDL Avg. Volume (3 month) 1,340,000
is pqnflnuously engaged in new produn development ond_ upgradation of 52-Week Range (Rs.) 1,984.80 / 878.50
existing products to meet customer requirements. To modernise armed forces

and reduce dependency on imports, several initiatives have been taken by the
government to encourage ‘Make in India’ and Atmanirbhar Bharat. BDL has a

i’rr_cl)ng dmonufcc’run'ng base and execution capabilities to capitalise on these Shareholding Pattern

ailwinds.

« BDL's guided missile portfolio - SAM, ATGM, underwater weapons (torpedoes) Promoters /R
and air-to-air missiles (AAM) - forms more than 55% of India’s guided missile and FlIls 3.09%
torpedo market which is expected to reach ~US$25bn by CY26. Market for
guided missiles and torpedoes is expected to gain significantly with India Institutions 13.32%
modernising its armed forces. BDL being the key supplier of guided missiles and . o
forpedoes to Indian Armed Forces is expected to be big beneficiary in terms of Others (incl. body corporate) 8.66%

order inflows. Looking at growing demand, BDL is expanding it capacity as well
as doing backward integration. Presently, it operates three manufacturing units:
two in Telangana (Hyderabad, Bhanur) and one in Andhra Pradesh
(Visakhapatnam). BDL plans three more units in lbrahimpatnam (Telanganal),
Amravati (Maharashtra), and Jhansi (UP) to meet Armed Forces' needs. This Div Yield 0.6%
expansion aims to enhance capabilities, ensuring top-tier weapon system
delivery by integrating operations backward.

 We believe GOI’s thrust on indigenous guided weapon system production will ROE 11.3%
help BDL in gefting healthy order pipeline. BDL has created a solid market
position that would maintain a steady order flow because of its concentration
on indigenization (more than 90% for major missiles), robust vendor network and
product life cycle support and refurbishment services. Guided missiles are on the

TTM PE 65.0x

TTM EPS (Rs.) 26.0/-

five positive indigenization list and the negative import list, which will help BDL's StOCk Performance

order book in the upcoming years. In addition to heavyweight forpedoes, -

countermeasure dispensing systems and Akash SAMs, BDL is presently exporting Performance (%) 1M 6M 1Yr

its lightweight torpedoes.

. . ABSOLUTE -5.1% 7.8% 82.1%
FlnanCIals NIFTY 500 -1.8% 5.0%  37.6%
e BDL's revenue and PAT de-grew by CAGR of 11.5% and 7.8%, respectively 600 -

during FY18-23 majorly due to delays in receipt of some key components. 500

Consol. (Rs.Mn) FY21 FY25E 400 |

Revenue 19,138 28,174 24,894 28,379 32,920 300 -

EBITDA 3,455 7,274 4,092 4,706 5,653 200 -

EBITDA Margin (%) 18.1% 25.8% 16.4% 16.6% 16.9% 100 - e

PAT 2,578 4,999 3,522 4,768 5,550 L, P . P A AL A A Z
N R N R N I NI N

EPS (Rs.) 14.1 27.3 19.2 26.0 30.3 535 2355258258359 325S
=s”nwzm,=2"nzn=23"nzn

P/E (x) 120.2 62.0 88.0 65.0 55.8

ROE (%) 9.6% 16.5% 11.0% 13.6% 14.4% Bharat Dynamics (BDL) Nifty 500




e BDL has reported 30.6% YoY growth in revenue to Rs.5,964mn in Q3FY24 led by
pick-up in execution after witnessing muted execution during Q3FY23-Q1FY24 on
account of delays in receipt of some key components.

o EBITDA of BDL grew by 33.6% YoY o Rs.1,187mn on account of strong revenue
growth and better operating efficiency. As a result of this, EBITDA margin also
improved by 45bps YoY and to 19.9% in Q3FY24.

e Ason31st Jan, 2024, BDL has orderbook of Rs.22,070 Cr, out of which export order
consist of Rs.2,580 Cr. During the last 10 months (FY24 YTD), BDL has secured order
worth Rs.1,717 Cr.

Key Business Highlights

e Bharat Dynamics Ltd. (BDL) is engaged in manufacturing of surface to air missiles
(SAM), anti-tank guided missiles (ATGM), underwater weapons (forpedoes), air-
borne products and dllied defence equipment, such as launchers, counter
measures dispensing system (CMDS) and test equipment. It is also the prime
production agency for guided weapon systems for the Indian defence forces.

e Currently, BDL has three manufacturing units, two are located in Hyderabad in
Telangana and one in Visakhapatnam in Andhra Pradesh. It is expanding ifs
manufacturing facility at 3 more units located at lbrahimpatnam (Telangana),
Amravati (Maharashtra) and Jhansi (UP) to cater to the growing demands of the
Armed Forces.

Valuation

A number of steps have been taken by the government to promote the "Made in
India" strategy and Atmanirbhar Bharat in an effort to modernize its armed forces
and lessen reliance on imports. BDL can take advantage of these tailwinds thanks
fo its robust manufacturing base and execution skills. BDL might intfroduce new
products and strengthen its position in the guided missile market with more R&D
expenditures. In order to increase its fop line, BDL plans to use its experience to
create new products such heavyweight tforpedoes, ATGMs, and next-generation
SAMs. Profit growth is anticipated to be aided by strong revenue visibility supported
by a strong order book, a good order pipeline, the government's push for defense
modernization through indigenization, an emphasis on exports, and internal
efficiency.

As on 31st Jan, 2024, BDL's order book is Rs.20,070cr (8.7x TTM revenue) mainly
comprising Akash, ATGMs, Konkurs, CMDS with execution period of 45 years
provides great revenue visibility. BDL has a strong pipeline of orders which includes
Vertically Launched Short Range Surface to Air Missile (VLSRSAM), Medium Range
Surface to Air Missile (MRSAM) from Indian Navy, helicopter launched Anti-Tank
Guided Missile (Helina), Smart Anti - Airfield Weapon (SAAW), Mistral, Advanced
Short Range Air-to-Air Missile (ASRAAM). It intends to leverage its experience to
develop new products such as new-generation SAMs, ATGMs, and heavyweight
forpedoes, which would further improve its order flows going ahead.

With a leading Defence PSU in India, leader in India’s guided missiles and
forpedoes, initiatives taken by the government to modernize armed forces and
reduce dependency on imports, plans to use its experience to create new
products such heavyweight torpedoes, ATGMs, and next-generation SAMs and
strong order book of Rs.20,070cr (8.7x TTM revenue) with execution period of 4-5
years gives good revenue visibility, we are assigning BUY rating to Bharat Dynamics
Ltd. (BDL) and value at 67.0x FY25E EPS of Rs.30.30 to arrive at target price of
Rs.2,029.00, an upside of ~20.0%+.

Risk & Concern

e BDL need to obtain and maintain a number of statutory and regulatory permits
and approvals. Any failure in compliance of applicable regulations may be
subject to pendalties, revocation of permits.

o Defence sectoris heavily regulated by both Indian and international authorities.
Any changes in regulations in the defence / missile manufacturing industry may
adversely affect its future outlook.

e BDL has been working as co-development partner with DRDO in many projects
and is dependent on DRDO for technical modifications for orders. Although in
the recent years, BDL has focused on improving R&D team and infrastructure to
overcome on dependency on DRDO.

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: Orderbook Trend
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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 time 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
securities for the subject company in the past twelve months; (c)have 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 integrated 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, affiliates
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 fime
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
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