
DCX Systems Ltd — Aug 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Weak Miss (Earnings) / Beat (Cash Flow & Strategy) One-line: The long-term thesis of a transition from

a low-margin "Build-to-Print" shop to a high-IP "Product Company" remains intact, but the P&L is currently

distorted by unbilled cost recoveries and a temporary revenue dip.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance /

Prior Quarter
Weak Miss

FY25 Revenue (₹1,083.67 Cr) declined 23.9% YoY; fell short of

execution targets.
🔴

Earnings Quality
Low (Accounting

Lag)

Profits are suppressed by "BOM Guarantees"—costs are in the

P&L, but recovery revenue is not.
🔴

Guidance Confidence Neutral
Management maintains an 11-month timeline for the Radar JV

but visibility on margin timing is poor.
🟡

Management Credibility Mixed
Strong strategic execution (ELTA JV, Raneal license) vs. opaque

financial communication on unbilled claims.
🟡

Business Quality Signal Improving
Receipt of "Top Secret" Class A license and shift to 37%

ownership in Radar JV moves DCX up the value chain.
🟢

Key Q&A Exchange N/A PPT_ONLY: No concall conducted/available for current period. ⚪

The Street's Primary

Anxiety

Margin

Transparency

Near-zero core operating margins due to unreconciled raw

material price variations.
🔴

Capital Cycle Stage Investment
Earmarking ₹200 Cr for Radar JV; Raneal operationalized; QIP

funds (₹500 Cr) being deployed.
🟡

Margin Trajectory Deteriorating PAT margin compressed by 173 bps YoY to 3.59% for FY25. 🔴

Pricing Power
Stable

(Contractual)

Contractual "BOM Guarantees" protect downside, but create

massive billing lags and P&L noise.
🟢

FCF Conversion &

Quality
Massive Beat

CFO jumped to ₹443.50 Cr (vs ₹0.7 Cr in FY24) as prior year

receivables were liquidated.
🟢

Competitive Moat Signals Widening
Only Indian player with "Top Secret" Class A License and high-

end Radar ToT from ELTA Systems.
🟢

Balance Sheet Strength Strong
Debt-free for two quarters with a significant Net Cash position

post-QIP.
🟢

Working Capital

Efficiency
Improving

Exceptional receivables collection drove a CFO/PAT ratio of

11.4x.
🟢

Mgmt Guidance Track

Record
Mixed

Prior revenue targets missed due to "reconciliation delays" and

war-related travel constraints in Israel.
🔴

Key Vulnerability / Red

Flag
Geopolitical

High concentration of Israel-linked JVs (IAI/ELTA) amid ongoing

regional conflict risks.
🔴

Management Tone Defensive (Prior)
Per prior context, management is patient on strategy but

defensive regarding financial reconciliation.
🟡

Sentiment: 🟡 Neutral



Key Takeaways (Positives & Negatives): * Positives: The business has successfully transitioned to a Net

Cash, debt-free status with superior cash conversion (CFO/PAT at 11.4x), proving that the business model is

cash-generative despite P&L noise. Strategically, the "Product Company" pivot is accelerating via the ELTA

Systems JV for Radars and Raneal’s receipt of a "Top Secret" Class A license, creating a high barrier to entry

that competitors like Kaynes or Syrma do not yet possess. * Negatives: Financial reporting is currently "broken"

due to the "BOM Guarantee" accounting mismatch, where raw material cost escalations are recognized

immediately as expenses while the corresponding revenue/claims are deferred until "reconciliation." This has led

to a collapse in reported margins (EBIT margin down to 6.58%). * The Street's Concern: Investors are skeptical

of the "reconciliation" timeline. Management's refusal to quantify the amount of unbilled claims makes the stock

a "black box" until these high-margin billings hit the P&L. * Watchpoint: H1 FY26 "Reconciliation Billing." If the

anticipated margin spike from settled claims does not materialize by Q2 FY26, the "BOM Guarantee" defense

will lose credibility, suggesting permanent margin erosion.

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT primary. FY25 Consolidated results. Concall not available — Mgmt

Commentary column reflects prior context signals.

Metric
Current Qtr

(FY25)

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Order Book (₹ Cr) 2,855.00 ↓ 2.6% ↓ 15.0% ↓
Decline from Dec-24 (₹3,359 Cr) due to high Q4

execution.

Revenue (₹ Cr) 1,083.67 ↓ 23.9% ↑ 181% ↓
Volume-led dip YoY; Q4 saw massive sequential

ramp-up.

EBITDA (₹ Cr) 71.27* ↓ 42.7% ↑ (vs Q3) ↓
*Represented as EBIT in PPT. Impacted by

unbilled BOM claims.

EBITDA Margin % 6.58% ↓ 216 bps ↑ (vs Q3) ↓
Core business margins suppressed by raw

material cost spikes.

PAT (₹ Cr) 38.88 ↓ 48.7% ↑ (vs Q3) ↓
Impacted by lower revenue scale and higher

cost absorption.

Cash Flow (CFO)

(₹ Cr)
443.50 ↑ 63,257% N/A ↑

Exceptional collection of past-due receivables

from OEMs.

CFO/PAT Ratio (x) 11.4x ↑ N/A ↑
Massive beat; highlights quality of past revenue

being realized.

Net Debt / (Cash)

(₹ Cr)
(Net Cash) ↑ → ↑

Business is debt-free for two consecutive

quarters.

Book-to-Bill (x) 2.63x ↑ ↓ ↑
Strong visibility; 2+ years of revenue in the

backlog.

Raneal Ext. Sales

(₹ Cr)
380.00 First entry N/A ↑

Successful execution of the Lockheed Martin

contract.

2B. SEGMENT BREAKDOWN



Segment
Revenue (₹

Cr)

YoY

Growth
Margin Trend

vs Co.

Avg
Key Development

System

Integration
~600 (Est) ↓ Low ↓ Below

Primary victim of "BOM Guarantee"

reconciliation delays.

Raneal (EMS) 380.00 New ~10% ↑ Above
90% of Lockheed order executed; backward

integration working.

Cable &

Harness
Not Discl. ↑ High ↑ Above

Higher-margin business; focus for future

expansion.

NIART

(Railways)
0.00 → N/A → N/A

All RDSO tests passed except "fog test";

proposal for 250 units.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim

Required Run-Rate /

Mathematical Feasibility

Historical Delivery

(Last Q)
Risk Flag

Guidance
Order

Execution

Complete ₹2,855 Cr

book in 2 years.

Needs ₹1,427 Cr annual

revenue (31% growth over

FY25).

Missed FY25 target

(₹1,084 Cr vs FY24 ₹1,424

Cr).

High (Supply

chain)

Guidance Radar JV
Operationalize ELTA

JV in 11 months.

Needs facility/CAPEX (₹200

Cr) finalized by Q1 FY26.

Raneal was

operationalized in <1

year.

Technical ToT

speed

Guidance Margins

Recover BOM

variations in 1–1.5

months.

Binary trigger; needs

unbilled claims to hit P&L

in H1 FY26.

Delayed previously due

to Israel war constraints.

Audit/

Disputes

Strategy
Product

Pivot

Target $1 Bn of $13.2

Bn Offset obligation.

High win-rate needed on

large global tenders.

Secured ₹840 Cr

Lockheed win previously.

Global

competition

Macro
Railway

Safety

Equipping 5,000–

6,000 locos over 5

years.

Needs ~1,000 units/year;

currently at prototype

stage.

Prototype phase

extended; pending "fog

test."

RDSO

Approval

4. ANALYST Q&A

Section not applicable — investor presentation only. No concall conducted or available for this period. (Prior

context highlights available in Section 1 and 5).



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter This Quarter Direction

Order Book ₹3,359 Cr ₹2,855 Cr ↓ Consolidating

Earnings Quality (CFO) Poor (WC Heavy) CFO/PAT at 11.4x (₹443.5 Cr) ↑ Improving

Balance Sheet High Receivables Debt-Free / Net Cash ↑ Improving

Radar Strategy MoU Signed Operations timeline (11 mo) & ₹200 Cr Capex ↑ Executing

Raneal Status Ramping up ₹380 Cr sales; "Top Secret" License ↑ Operationalized

Margins 8.74% (FY24) 6.58% (FY25) ↓ Deteriorating

Railway Vertical Testing Stage All tests passed except "Fog Test" ↑ De-risked

Working Capital Lever: The massive CFO divergence from PAT (11.4x) was driven by the aggressive

liquidation of trade receivables. This confirms management's claim that past revenue was "real" and

collectible, de-risking the balance sheet significantly.

Thesis Change: Does this change the thesis? No. The shift from Build-to-Print to a Product Company

(Radars/Railways) is actually accelerating in terms of licenses and JV structure. However, the investment

timeline has been pushed back by 2–3 quarters as the market waits for the "reconciliation" billing to restore

the margin profile. The "Top Secret" license is a major fundamental upgrade.

• 

• 
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