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Sustaining Profitability: BUY ON DIPS 4,155 14
Q2 FY27 results were broadly in line with our estimates. As Market data
guided by management, the company has increased its focus Current price Rs 3,651
on the domestic market to sustain revenue growth amid a Market Cap (Rs.Bn) Rs Bn) 42
. . . Market Cap (US$ Mn) (US$ Mn) 439
gradual recovery in export demand. Gross margins declined Face Value R o
by ~1,000 bps YoY, primarily due to an adverse revenue mix 52 Weeks High/Low Rs 5399 / 2851.25
following a lower contribution from exports. However, the Average Daily Volume (000) 39
sequential improvement in EBITDA margins, from 16.4%in Q1 BSE Code 531201
FY27 to 20.8% in Q2 FY27, indicates a recovery in operating gﬁlj(:?c:gi):)gmberg SCTE.IN
performance, supported by capacity utilization of ~80%. While
the improvement is encouraging, a sustained recovery in One Year Performance
profitability remains contingent on a stronger revival in 130 -
export demand and a favorable revenue mix.
Management indicated that conditions in the Middle East have "
improved sequentially but are yet to fully normalise. %01
Meanwhile, exports to North America have gained 70 -
momentum, partially offsetting lower dispatches to the 5 . . . .
Middle East. The company has an order book of over 550 Oct25 Jan-26  Apr-26  Jul26  Oct-26
crore, executable over the next six months, providing healthy chor Tochnotogio L —
revenue visibility. Strong domestic demand and an improved Source: Bioomberg
export outlook are expected to support growth in the coming
quarters. Going forward, the pace of export recovery and the % Shareholding Sep-26  Jun-26
resulting improvement in revenue mix will remain key Promoters 62.12 62.12
monitorables for sustained margin expansion. Public 37.88 37 88
Total 100.00  100.00
Source: Bloomberg
Financial Summary
Y/E Mar (Rs Mn) FY23 FY24 FY25 FY26 FY27E FY28E
Net sales 2,802 3,969 6,231 6,519 7,670 10,895
EBIDTA 532 1,134 1,847 1,904 1,695 2,717
Margins (%) 19.0% 28.6% 29.6% 29.2% 22.1% 24.9%
Adjusted net profit 433 919 1,468 1,582 1,432 2,263
EPS (Rs) 38 80 128 138 125 198
P/E (x) 96 45 28 26 29 18
EV/EBITDA (x) 78 36.2 22.4 21.7 24.2 14.6
RoCE (%) 41.79% 52.86% 52.29% 37.98% 26.46% 31.73%
RoE (%) 35.63%  43.84%  42.34% 32.23% 23.11% 27.21%
Source: Company, Dalal & Broacha Research
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Quarterly Result Summary

Particulars (INR in mn) 2QFY27 2QFY26 YoY% 1QFY27 QoQ%
Revenue from operations 1,926 1,713 12% 1,346 43%
Other Income 68 91 -25% 72 -5%
Total Income 1,994 1,804 11% 1,418 41%
Cost of Goods Sold 1,362 1,040 31% 980 39%
Employee Benefit Expense 70 61 15% 57 23%
Other Expenses 93 75 23% 88 5%
Total Expenses 1,525 1,177 30% 1,126 36%
EBITDA 401 536 -25% 221 82%
Depreciation Expense 11 10 7% 11 2%
EBIT 390 526 -26% 210 86%
Finance Cost 1 1 2% 1 -3%
Profit Before Tax (PBT) 457 616 -26% 281 63%
Exceptional ltems - - -

Tax Expense 127 156 -19% 72 76%

Net Profit (Adjusted) 330 459 -28% 209 58%

Net Profit (Reported) 330 459 -28% 209 58%

EPS 28.8 40.2 -28% 18.2 58%
Margins Changes in bps Changes in bps

Gross Margins 29.3% 39.3% -1000 27.2% 205

EBITDA Margins 20.8% 31.3% -1049 16.4% 442

PAT Margins 16.5% 25.5% -893 14.7% 182

Tax Rate 27.8% 25.4% 244 25.7% 214

Other Operational Matrix Changes in bps Changes in bps

COGS as % of Sales 71% 61% 1000 73% -205

EBE as % of Sales 3.7% 3.6% 7 4.3% -61

OE as % of Sales 4.8% 4.4% 43 6.6% -176

Source: Company, Dalal & Broacha Research
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Concall KTA’s

1. Strong Demand Outlook
e Strong demand across renewables, data centres, BESS, transmission and distribution, supported by
rising power consumption. Management expects power demand to double over the next 3—4 years.
e Order book of >X550 cr, executable over six months; orders for Q1 FY28 have already started coming
in. Customers are keen to book manufacturing slots in advance.
e Management hinted at further capex, as upcoming capacity may fall short of demand.

2. Export Recovery
e Exports contributed ~40% of Q2 revenue; the order book has a similar mix (~40% exports, 60%
domestic).
e North America is driving export recovery, with the US contributing ~40—-60% of export revenue.
Middle East demand has improved but is yet to normalise.
e Higher export contribution is expected to support margin improvement, given better export
profitability.

3. Capacity Utilization & Margins
e Existing capacity utilisation was ~80% in Q2; management expects near 100% utilisation in Q3 and
Q4 FY27, supporting operating leverage.
e Raw material prices have stabilised at elevated levels. New orders are being priced at prevailing raw
material costs, reducing the risk of further margin pressure.
e EBITDA margins may remain below historical highs of 29-30% during expansion; management is
prioritising absolute EBITDA growth.

4. Revenue & Earnings Guidance
e Q2 revenue included X30-35 cr. of delayed Q1 shipments.
e Management expects a quarterly run rate of >X225-230 cr. going forward.
e FY27 revenue target: X750 cr.; aspiration: >X800 cr.
e FY27 EBITDA target: >X200 cr., with potential to reach X225-250 cr.
e FY28 revenue target: 1,000 cr.; FY29 target: X1,250-1,500 cr.

5. Capacity Expansion & New Plant
e Phase 3 expansion of 6,500 MVA is on track for commissioning in April 2027, taking total capacity to
14,000 MVA.
e Approvals for >220 kV transformers are expected 3—6 months post-commissioning; the plant will
manufacture existing products until then.
e New capacity break-even at utilization levels of ~35-40%; full utilization is targeted by FY29.
Revenue potential at 100% utilization is ~X1,500 cr.

6. Product Mix & Diversification
e The company now hardly manufactures distribution transformers, with renewable transformers
forming the core product portfolio.
e Exploring diversification into related businesses and potential acquisitions; details remain
undisclosed due to NDAs.
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Valuation and Outlook:

The ongoing capacity expansion from 7,500 MVA to 14,000 MVA and planned entry into 220 kV transformers
significantly enhances company’s growth runway and addressable market. While near-term margins may face
pressure due to reducing contribution from exports, increasing capacity utilization should support margin
expansion sequentially. We remain constructive on the company’s medium-term outlook, as a resolution of
the West Asia conflict and normalisation of shipping costs could trigger a meaningful recovery in export
demand. However, near-term earnings are likely to remain subdued, with FY27 margins expected to stay
significantly below historical levels until export demand ramps up.

While management has guided for robust revenue growth and healthy EBITDA, we remain conservative on
margin assumptions. We are hopeful of on an export recovery in FY28 and expect the new capacity to
contribute meaningfully to revenue growth. However, higher operating costs associated with the new plant
and an uncertain recovery in export mix are likely to constrain margin expansion in the near term. A sustained
revival in exports remains the key trigger for margin improvement and a potential re-rating of the stock. Given
the prevailing geopolitical uncertainties, we have adopted a cautious approach to our estimates.

At the current market price of 3,644, the stock trades at ~18.4x FY28 EPS of X198. Going forward, we expect
the company to sustain healthy growth, with a Revenue/EBITDA/PAT CAGR of 29%/19%/20% over FY26-FY28e.
Basis this, we maintain a BUY ON DIPS RATING with a TP of 4,155 valuing it at 21x FY28e EPS, with an upside
of ~14%.
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FINANCIALS

P&L (Rs mn) FY23 FY24 FY25 FY26 FY27E FY28E
Net Sales 2,802 3,969 6,231 6,519 7,670 10,895
Total Operating Expenses 1,998 2,509 3,894 4,045 5,239 7,082
Employee Cost 116 141 204 243 276 388
Power and Fuel - - - - - -

Other Expenses 157 185 286 327 460 708
Operating Profit 532 1,134 1,847 1,904 1,695 2,717
Depreciation 24 26 34 40 55 78
PBIT 508 1,108 1,813 1,864 1,640 2,639
Other income 81 128 165 260 275 383
Interest 6 2 4 5 5 5
PBT ( Before exceptional ) 582 1,234 1,974 2,120 1,909 3,018
PBT (post exceptional) 582 1,234 1,974 2,120 1,909 3,018
Provision for tax 150 315 505 538 477 754
Reported PAT 433 919 1,468 1,582 1,432 2,263

Source: Company, Dalal & Broacha Research

Balance Sheet (Rs mn) FY23 FY24 FY25 FY26 FY27E FY28E
Equity capital 38 76 76 114 114 114
Reserves 1,176 2,020 3,392 4,794 6,083 8,203
Net worth 1,214 2,096 3,468 4,908 6,197 8,318
Non Current Liabilites 32 33 40 49 50 52
Current Liabilites 531 795 1,391 947 1,094 1,513
TOTAL LIABILITIES 1,777 2,924 4,899 5,905 7,341 9,882
Non Current Assets 420 485 681 879 1,632 1,695
Tangible + Intangible Assets 390 452 588 757 1,501 1,554

Non Current Investments - - - - - -
Income Tax Asset - - - - - -

Other Financial Assets 30 19 71 79 79 79
Other Non Current Assets 1 14 22 43 52 62
Current Assets 1,357 2,439 4,217 5,026 5,709 8,188
Inventories 231 596 931 922 1,068 1,560
Trade Receivables 921 936 2,287 1,536 1,767 2,580
Cash and Bank Balances 93 602 367 440 735 1,894
Short Term Loans and Advances 69 204 539 2,020 2,020 2,020
Other Current Assets 43 102 94 109 119 134
TOTAL ASSETS 1,777 2,924 4,899 5,905 7,341 9,882

Source: Company, Dalal & Broacha Research
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Cash flow statement ( Rsin mn) FY23 FY24 FY25 FY26 FY27E FY28E
Cash flow from operating activities
Profit before tax 582 1,233 1,974 2,120 1,909 3,018
Depreciation & Amortization 24 26 34 40 55 78
Interest expenses 6 2 4 5 5 5
Operating profit before working capital change 609 1,233 1,989 2,177 1,695 2,717
Working capital adjustment (65) (165) (1,160) 372 (267) (926)
Gross cash generated from operations 544 1,068 829 2,549 1,429 1,791
Direct taxes paid (152) (303) (433) (628) (477) (754)
Others - - - - 26 29
Cash generated from operations 392 765 396 1,920 977 1,065
Cash flow from investing activities
Capex (55) (102) (184) (231) (800) (130)
Others 266 373
Cash generated from investment activities (121) (226) (478) (1,694) (534) 243
Cash flow from financing activities
Proceeds from issue of share - - - - - -
Share premium received on issue of shares - - - - - -
Borrowings/ (Repayments) (170) - - - - -
Interest paid (6) (2) (4) (5) (5) (5)
Dividend paid (15) (38) (95) (143) (143) (143)
Others 6 (250) 145 - -
Cash generated from financing activities (186) (290) 46 (310) (148) (148)
Net cash increase/ (decrease) 85 248 (36) (83) 295 1,160
Source: Company, Dalal & Broacha Research
Ratios FY23 FY24 FY25 FY26 FY27E FY28E
OPM 19.0% 28.6% 29.6% 29.2% 22.1% 24.9%
NPM 15.0% 22.4% 23.0% 23.3% 18.0% 20.1%
Tax Rate 25.7% 25.5% 25.6% 25.4% 25.0% 25.0%
Growth Ratios (%)
Net Sales 55.5% 41.6% 57.0% 4.6% 17.7% 42.0%
Operating Profit 174.8% 113.3% 62.9% 3.1% -11.0% 60.3%
PBIT 202.6% 118.3% 63.7% 2.8% -12.0% 61.0%
PAT 187.5% 112.4% 59.8% 7.7% -9.5% 58.1%
Per Share (Rs.)
Net Earnings (EPS) 37.8 80.3 1284 138.3 125.2 197.8
Dividend 0.0 1.0 1.0 1.0 1.0 1.0
Book Value 1061.4 1832.0 3031.6 4290.5 5417.2 7270.5
Free Cash Flow 294 57.9 18.5 147.7 15.5 81.7
Valuation Ratios
P/E(x) 96.4 45.4 284 264 29.1 18.4
P/B(x) 34 2.0 1.2 0.8 0.7 0.5
EV/EBIDTA(x) 78.3 36.2 224 21.7 24.2 14.6
Div. Yield(%) 0.0 0.0 0.0 0.0 0.0 0.0
FCFF Yield(%) 0.8 1.6 0.5 4.1 0.4 2.2
Return Ratios (%)
ROE 35.6% 43.8% 42.3% 32.2% 23.1% 27.2%
ROCE 41.8% 52.9% 52.3% 38.0% 26.5% 31.7%
ROIC 33.6% 55.2% 43.5% 31.1% 22.5% 30.8%

Source: Company, Dalal & Broacha Research
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186) was established
in 1997 and is an integrated financial services player offering an extensive range of financial solutions and services to a
wide spectrum of customers with varied needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited
(NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and is engaged in the
securities businesses including stock broking (Institutional and retail), depository participant, portfolio management and
services rendered in connection with distribution of primary market issues and financial products like mutual funds, fixed
deposits. Details of associates are available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI (Research
Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock
exchange with whom it is registered in any time in the past. It has not been debarred from doing business by any Stock
Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by SEBI at any point of time.
SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice
letters or levied minor penalty on D&B for certain operational deviations in routine course of business.

D&B offers research services to clients as well as prospects. 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, and no part of his or her compensation was, is or will be, directly or indirectly related to specific
recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014
with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.
The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject company.

D&B or its 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.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more | No
securities of the subject company at the end of the month immediately preceding the date of
publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No
Whether the research Analyst has served as officer, director or employee of the subject | No
company

Whether the Research Analyst has received any compensation from the subject company in | No
the past twelve months
Whether the Research Analyst has managed or co-managed public offering of securities for the | No
subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking or | No
merchant banking or brokerage services from the subject company in the past twelve months
Whether the Research Analyst has received any compensation for products or services other | No
than investment banking or merchant banking or brokerage services from the subject company
in the past twelve months

Whether the Research Analyst has received any compensation or other benefits from the | No
subject company or third party in connection with the research report

D&B and/or its affiliates may seek investment banking or other business from the company or companies that are the
subject of this material. Our salespeople, traders, and other professionals may provide oral or written market
commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein,
and our proprietary trading and investing businesses may make investment decisions that may be inconsistent with the
recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to
real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important
information regarding our relationships with the company or companies that are the subject of this material is provided
herein. This report is not directed to, 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 or regulation or which would subject D&B or its group companies to any registration or
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licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation
to any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to
any U.S. person. Unless otherwise stated, this message should not be construed as official confirmation of any
transaction. No part of this document may be distributed in Canada or used by private customers in United Kingdom. All
material presented in this report, unless specifically indicated otherwise, is under copyright to D&B. None of the material,
nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party,
without the prior express written permission of D&B . All trademarks, service marks and logos used in this report are
trademarks or registered trademarks of D&B or its Group Companies. The information contained herein is not intended
for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination,
distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that you
have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and
Exchange Board of India before investing in Indian Securities Market. In so far as this report includes current or historic
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992, 2287 6173 | E-mail: equity.research@dalal-broacha.com
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