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DCX SYSTEM IPO OUTLOOK SUBSCRIBE

IPO TIMELINE Subscribe for medium to long-term gains...

Events Date Our Recommendation: DCX reported strong revenue growth at
IPO Opening Date 31 Oct 2022 57% CAGR between FY2020-2022 and solid growth of 160% CAGR
; in Net Profit. Company holds good market share in manufacturin
IPO Closing Date 2 Nov 2022 of electrojr:ic sub-sysg;ms an% cable harnesses. Given I{y robu.;'qt
Allotment Date 7 Nov 2022 financials and strong order book, we estimate company would
Initiation of Refunds 9 Nov 2022 outperform in coming quarters. The IPO is fairly priced at 31x its
. FY22 earnings (consolidated) while its peers like BEL and Data
Credit of Shares to Demat 10 Nov 2022 Patterns are trading at the P/E of 34x and 61x respectively.
IPO Listing Date 11 Nov 2022 Investors may subscribe this IPO for medium to long-term gains.

About Company: DCX Systems Ltd deals in system integration and

IPO LOT SIZE manufacturing a comprehensive array of cables and wire harness

Application Lots Shares Amount assemblies. The company is one of major Indian players who
— manufacture electronic sub-system and cable harnesses. DCX is a
Minimum 1 72 14,904 . . “« o .

. preferred Indian Offset Partner for foreign “original equipment
Maximum 13 936 193,752 manufacturers” for executing aerospace and defense manufacturing
S-HNI (Min) 14 1008 208,656 projects. The company has its manufacturing facility at the Hi-Tech
B-HNI (Min) 68 4896 10,13,472 Defense and Aerospace Park SEZ in Bengaluru, Karnataka. The

company's business verticals are 1) System integration in radar systems,
sensors, electronic warfare, missiles, tanks, and communication systems.

IPO KEY DETAILS 2) Cable and Wire Harness Assemblies. 3) Supplies assembly-ready Kkits

of electronic and electro-mechanical parts.

Price Band X197 to X207
Face Value %2 per share IPO Objectives: Net proceeds will be used for following purposes:
lssue Size 500 crore ¢ Funding working capital requirements.
R ti IB 75%, Retail 10%, NI ° Debtpayment.
eservation Q o, Retall 204, e Toinvest in its wholly-owned subsidiary Raneal Advanced
15% .
Systems to fund its capex.
FINANCIAL PERFORMANCE (Rs. Cr) Key Customers: Israel Aerospace Industries Limited, System Missiles
Y/E March FY20 FY21 FY22 ‘ and Space Division, Elta. Syster'ns'lelted, Bharat Electronics Limited, and
Astra Rafael Comsys Private Limited, among others.
Revenue 449 641 1102
Revenue Growth 49% 42% 71% Industry Outlook: Worldwide defense spending crossed $2 trillion in
EBITDA . 45 32 106 2021, up 7% from 2020. The 5 largest spenders accounted for 62% of
EBITDA margin 10% 5% 10% total spending are USA, China, India, Russia, and UK. India’s defense
PAT 9.74 29.56 65.61 budget increased 14% CAGR from 2017 to 2023. India’s defense budget
PAT margin 2% 5% 6% was $76.6 billion dollar and this spending will continue to grow because
ROE (%) 56.8 63.2 55.8 of existential threat from China and Pakistan. Global defense electronics
RoCE (%) 19.2 4.2 13.15 market is $142 billion dollar in 2022 and this may cross $250 billion by
RoNW (%) 56.8 63.2 55 8 2030 given current geopolitical situation.

Business Growth Potential: Indian Govt has made several initiatives
in aerospace and defense sectors and Govt’s plan of self-reliance in

Company Revenue | PAT PAT | EBITDA defense sector will give impetus to domestic defense players and DCX
Name (Rs Cr) (Rs Cr) margin | margin System is well positioned to capitalize on Industry tailwinds. DCX is a
BEL 15,314 2,349 153% | 21.6% preferred Indian Offset Partner for foreign “original equipment

Data Patterns | 311 94 30.2% | 45.4% manufacturers” for executing aerospace and defense manufacturing
Paras Defence | 182.5 26.9 14.8% | 28.4% projects. We believe in company’s potential and expect better earnings
Astra Micro 735 40 5.4% 12.9% in coming quarters. The company’s order book has increased from Rs
DCX Systems 1,102 65.61 6% 7.6% 1,941.31 crore in March 31, 2020 to Rs 2,369 crore as of March 31, 2022.

Key Risks:
e DCX may face stiff completion from listed players like BEL, Data
Patterns and this could impact profit margins.
e Current order book by no means ensures future earnings.
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We state that Research Analyst or his/her relative or SISL may have any financial interest in the subject company. Also Research Analyst or his relative or SISL or its Associate may have beneficial
ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of the Research Report.

Further, Research Analyst or his relative or SISL or its associate a) does not have any material conflict of interest at the time of publication of the research report; b) has not managed or co- managed
public offering of securities for the subject company in the past twelve months; c) has not received any compensation for investment banking or merchant banking or brokerage services or for any
other product/s or service/s or for any other reason whatsoever from the subject company in the past twelve months; d)has not received any compensation or other benefits from the subject
company or third party in connection with the research report; e) has not served as an officer, director or employee of the subject company; and f) has not been engaged in market making activity
for the subject company.

SISLis a SEBI Registered Research Analyst having registration no. INH100005011.

Disclaimer:

This report has been prepared by SISL and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived at, based
upon information obtained in good faith from sources believed to be reliable.

Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information
and opinions are subject to change without notice. This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein are notintended
to be complete and this document is not, and should not be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality,
state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject SISL or its affiliatesto any
registration or licensing requirement within such jurisdiction.

If this report is inadvertently send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. This document may not
be reproduced, distributed or published for any purposes without prior written approval of SISL.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived
from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. SISL may from time to time solicit from, or perform broking, or other services for, any company
mentioned in this mainland/or its attachments.

SISL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein
or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed
herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and
opinions.

SISL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basisof
this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

SISL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or
purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations described in this report.

SISL is a Member of National Stock Exchange of India Limited (NSE), BSE Ltd (Bombay Stock Exchange), Multi Commodity Exchange of India Limited (MCX), National Commodity and Derivatives
Exchange Limited (NCDEX), Indian Commodity Exchange Limited (ICEX) and has Depository Participant affiliation with Central Depositories Services (India) Limited (CDSL). It is a SEBI registered
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