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Transition to Tier-1 supplier driven by strong R&D

We recently visited AMS’s Hyderabad plant and interacted with NOT RATED

Mr. Krishna Sai Kumar, Whole-Time Director (Operations). The
Market data

visit covered three facilities: Unit-1 is fully operational, Unit-2 is

Current price Rs 263

partially operational, while Unit-3 (Rs.2.5bn capex) is under warket Cap Rs.Bn) ®Rs Bn) 88
construction and expected to be partially operational by January MarketCap US$ Mn) (US$ Mn) 985
Face Value Rs 1

2026. 52 Weeks High/Low Rs 354.7/93.39
- . . . Average Daily Volume ('000) 3,112

AMS has a ~40-year presence in the defence segment, with in- BSE Code 540879
house technologies deployed in missiles and torpedoes used by Bloomberg APOLLO.IN
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the MoD (Ministry of Defence). The company has also recorded

the highest level of participation in DRDO’s indigenous missile
One Year Performance

programmes. The company spends ~6-8% of its topline on R&D, 470 4
with ~Rs.1bn allocated for FY26. 370 A
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systems that are present in missles and is the largest producer  '° ]
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for such components as well as being of sole supplier for some of
these components.

Apollo Micro Systems Ltd Nifty Index
AMS has recently forayed into weapons manufacturing, with
MIGM (Multi-Influence Ground Mine) (Underwater Mine) as its

flagship product. Large orders to come in the near term which

Source: Bloomberg
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Promoters 52.41 50.33
will help elevate margins and help company achieve tier 1 Public 47.59 49.67
supplier status allowing participation in complex tenders.Large Total 100.00  100.00
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portion of projects to move from development phase into mass
production phase to bring in large orders.

Management has guided for 45-50% organic CAGR topline
growth, which is expected to be further heightened by the recent
acquisition of IDL for Rs.1.1bn, enabling diversification into the
explosives segment. The company will continue to evaluate
acquisition opportunities. Margins, while varying across
products, are expected to remain on an upward trajectory with

foray into explosives and weapons helping achieve that.
Bharat Gulati

For incremental CAPEX, IDL offers brownfield expansion via +91 22 67141412
bharat.qulati@dalal-broacha.com

~60% unutilised land bank, while greenfield growth is supported
by a “Rs.15bn MoU with the Telangana government, to grow
their explosives and weapons business.

Please refer to our disclaimer given at the last page. | 1]
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Financial Summary:

Particular FY20 FY21 FY22 FY23 FY24 FY25

Sales 2,459 2,031 2,432 2,975 3,716 5,621
EBITDA 487 385 455 641 839 1,292
Margins 20% 19% 19% 22% 23% 23%
EPS 0.7 0.5 0.7 0.9 1.2 1.9
ROCE 10% 8% 9% 11% 12% 15%

Source: Dalal & Broacha Research, Company

About the company:

Apollo Micro Systems Limited (AMS), founded in 1985 and
headquartered in Hyderabad, is a leading Indian defence technology
company and a key enabler of the ‘Atmanirbhar Bharat’ and ‘Make in
India’ initiatives, participating in over 150 indigenous defence programs.

Business:

The company provides mission-critical electronic and electromechanical
solutions across Missile Systems, Naval Platforms, Avionics, Satellite and
Space Systems, and Homeland Security, with a technological portfolio of
700+ onboard technologies and specialized COTS solutions designed for
extreme operational conditions. AMS has played pivotal roles in
strategic projects, including the AGNI, Pralay, Kusha, Akash and many
more missile programmes, ISRO payload checkout systems, and all
indigenous torpedo programmes (TAL). In a strategic transition from a
Tier-2/3 supplier to a Tier-1 OEM, AMS strengthened its vertical
integration through the FY26 acquisition of IDL Explosives Ltd for
~Rs.1.1bn, enabling end-to-end weapon platform solutions. The
company operates an integrated model encompassing in-house R&D,
design, development, and testing, mass production and is expanding its
capabilities with a 350,000 sq. ft. flagship facility at Hardware Park-II,
Hyderabad, featuring advanced EMI/EMC and environmental testing
labs alongside high-throughput production lines. AMS also emphasizes
collaborative innovation, recognized as a Collaborative R&D Partner by
Bharat Electronics Limited (BEL) and maintaining strategic MoUs with
Bharat Dynamics Limited (BDL) and Garden Reach Shipbuilders and
Engineers (GRSE).
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Key Takeaways:

AMS advances from subsystems to full weapons supplier:

AMS advances from systems & subsystems to full weapons platforms
with Flagship product as underwater mines. This shift boosts revenue
potential through direct orders and tech leadership. The company
expects large orders to come for their MIGM under water mine.

Product Portfolio:

Company develops Multi-Influence Ground Mines (MIGM), Moored
Mines, and Limpet Mines, along with rockets and bombs. These feature
stealth tech to evade detection. Complexity drives premium pricing and
barriers to entry.

CAPEX Plans going forward:
CAPEX Overview:

Company invests ~Rs.2.5bn in Unit-3 construction for CNC machining
and underwater mine production. Phase-1 starts January 2026, full
operations by end of June 26. Timely commissioning acts as key growth
catalyst.

Unit-3 Capabilities:

Facility adds 5-axis and 7-axis HAAS CNC machines for enhanced
precision. Focuses on high-tech manufacturing. Boosts output quality
and support complex defence orders.

Unit-2 Expansion:

SMT capacity grows from 2 to 5 lines, relocating to Unit-2. Fully
operational by January 2026, also handles underwater mines.
Production splits between Units-2 and 3 for full ramp up.

Unit-1 Role:

Dedicated fully to R&D for in-house product design. Strengthens
innovation pipeline. Enables faster development of new weapons
platforms. (Rs.1bn in FY26e on R&D)

Strategic MoU:

Signed ~Rs.15 bn MoU with Telangana Government for land bank access
with plans to execute this over the next 6 years. Supports future
expansions. Positions AMS for sustained CAPEX and multi-year revenue
growth.
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Projects Entering Mass Production Phase:

With deep expertise in systems and sub-systems, the company is
expected to see a strong inflow of orders as multiple programs transition
from development to full-scale production, validating its R&D strength
and technological moat.

IDL Acquisition to help with diversification and vertical integration:

AMS's acquisition of IDL Explosives Ltd enables vertical integration
into explosives for defence growth:

The ~Rs.1.1 bn deal adds explosive capabilities with minimal capex
needs. Medium-term margin accretion follows from synergies and
unutilized land.

Company Background:

IDL Explosives Ltd, incorporated in 1961 as GOCL, pioneered indigenous
explosives under Hinduja Group. Exports to over 20 countries as a Star
House performer. Serves mining and infrastructure with packaged and
bulk explosives.

Acquisition Details:

AMS bought IDL for ~Rs.1.1 bn in an all-cash transaction. Enables instant
integration into explosives. Deepens overall defence portfolio
strategically.

Financial Impact:

Business starts EBIT-neutral and margin-dilutive short-term. Turns
accretive medium-term via vertical integration benefits. Supports
scalable revenue growth without heavy capex.

Strategic Advantages:

~60% of IDL's land bank remains unutilized. Limits future investment
needs significantly. Positions AMS for efficient expansion in high-margin
defence segments.
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Valuation & Outlook:

AMS is deeply entrenched in the defence ecosystem with strong
capabilities in missile systems and sub-systems. Sustained R&D focus
(*Rs.1 bn in FY26E) has enabled the company to transition into a
weapons platform provider, with underwater mines as its flagship
product.

Backed by deep missile-domain expertise and one of the largest
private listed defence infrastructures and R&D bases, AMS is well
positioned to benefit from rising defence spending and accelerating
indigenisation.

Management has guided for 45-50% organic growth, with the
acquisition of IDL expected to further support FY26 growth by
strengthening explosives capabilities, enabling vertical integration,
and driving margin accretion over the medium term.

As key programmes move into mass production and large order
wins—particularly for MIGM will help to achieve Tier-1 supplier
status, supporting broad-based growth and an upward margin
trajectory driven by end-to-end critical capabilities.

With capex largely completed, ~60% land bank available at IDL,
and an MoU with the Government of Telangana for ~X15 bn
providing access to additional land, incremental medium-term
capex appears manageable.

The working capital cycle is expected to improve as key projects
transition from development (60% of Revenue) to mass production
and AMS begins receiving advances (minimum ~15% of order value) as
a Tier-1 supplier, supporting operating cash flows. Management’s
long-term vision is to emerge as a prime defence player and, towards
this, the company intends to continue pursuing capability-accretive
acquisitions.

The stock trades at ~110x TTM P/E, with FY22-25
revenue/EBITDA/PAT CAGR (%) at 32/42/57;

We do not have a rating on the stock.
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Financials:

Profit & Loss

Particular FY20 FY21 FY22 FY23 FY24 FY25
Sales 2,459 2,031 2,432 2,975 3,716 5,621
COGS 1,805 1,512 1,816 2,103 2,591 3,975
OPEX 168 133 161 231 287 354
EBITDA 487 385 455 641 839 1,292
Margin (%) 20% 19% 19% 22% 23% 23%
Depreciation 99 87 90 104 113 153
EBIT 388 298 365 537 726 1,139
Interest 151 160 170 224 303 342
PBT 237 138 195 314 423 797
Tax Rate 48% 30% 29% 33% 31% 33%
PAT 140 103 146 187 311 564
Margins (%) 6% 5% 6% 6% 8% 10%
EPS 0.7 0.5 0.7 0.9 1.2 1.9

Balance Sheet

Particular FY20 FY21 FY22 FY23 FY24 FY25
Equity & Liability
Share capital 208 208 208 208 282 306
Shareholders fund 2,959 3,052 3,193 3,835 5,185 6,069
Non Current Liabilities 828 1,161 1,152 1,417 1,982 1,148
Current Liabilities 866 1,095 1,646 1,686 2,483 5,771
Total Liability & Equity 4,654 5,318 5,992 6,926 9,562 12,995
Assets
Fixed Assets 503 493 861 1,061 1,443 1,819
CWIP 365 522 296 316 348 723
Non Current Assets 869 1,028 1,162 1,395 1,892 2,702
Current Assets 3,785 4,290 4,830 5,531 7,670 10,293
Total Assets 4,654 5,318 5,992 6,926 9,562 12,995
Cash Flow
Particular FY20 FY21 FY22 FY23 FY24 FY25
Cash Flow from Operations
Profit Before Tax 253 145 203 290 441 825
CFO Before Changes in WC 486 386 455 608 839 1,295
Changes in WC 41 -293 -9 -741 -1,572 -1,123
OCF 527 94 447 -132 -733 172
Cash Flow from Investing
Others -187 | 227 -243 -348 -604 913
Cash Flow from Financing
Others -360 165 -187 510 1,362 1,211
Cash Balance at the beginning of the Year 79 1 1 3 2 2
Cash Inflow/Outflow During the Year -78 0 2 -1 -1 401
Closing Balance 1 1 3 2 2 403

Source: Dalal & Broacha Research, Company
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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 securities | No
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 company No
Whether the Research Analyst has received any compensation from the subject company in the past | No
twelve months
Whether the Research Analyst has managed or co-managed public offering of securities for the subject | No
company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking or merchant | No
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 than | No
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 subject | No
company or third party in connection with the research report
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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
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 | : equity.research@dalal-broacha.com
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