DCX Systems Ltd — Feb 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Inline on Strategy / Massive Beat (Order Inflow) One-line: The core thesis—transitioning from a "Build-
to-Print" shop to a high-IP "Product Company"—is accelerating as the order book reaches a record 8,359 Cr,
backed by a massive inventory build-up that signals a blockbuster H2 execution.

Dimension

Sentiment

Beat/Miss vs Prior
Quarter

Earnings Quality

Guidance Confidence

Management Credibility

Business Quality Signal

Key Q&A Exchange

The Street's Primary
Anxiety

Capital Cycle Stage

Margin / Return Ratio

Pricing Power

FCF Conversion &
Quality

Competitive Moat
Signals

Balance Sheet Strength
Working Capital
Efficiency

Mgmt Guidance Track

Key Vulnerability

Management Tone

Sentiment: [JPositive

This Quarter

Beat (Order Book)

Low (WC Heavy)

Strong

Strong

Improving

Not applicable

Execution Timing

Investment / Ramp-

up

Deteriorating
(Temp)

Stable

Distorted

Widening

Strong

Deteriorating

Mixed

Geopolitical

Confident

Signal | Evidence

Order book grew from 8,000 Cr (Q1) to [B,359 Cr (Dec-24).
Standalone CFO for FY24 was only [0.75 Cr on PAT of [65.6
Cr.

Management maintains H2-heavy execution profile; Inventory
+111% YoY.

Successfully secured ToT from ELTA Systems; Raneal EMS
integration active.

Shift toward "Product Company" via NIART (Railways) and
EMS integration.

No concall provided.

Huge backlog vs. 22-week lead times; requires massive H2
ramp.

(877 Cr in bank balances held for tech acquisition/JVs.

H1 margins suppressed by volume absorption; recovery
expected in H2.

Contractual protections and "BOM Guarantees" provide profit
safety.

Cash trapped in inventory ((264.75 Cr) to fuel the 3,359 Cr
backlog.

Only Indian player with EMS + S| + Harness + MRO + Railway
Safety JV.

Net Cash position; Current Assets of [1,568 Cr vs Liabilities of
(629 Cr.

Inventory spike ([264 Cr vs (125 Cr Mar-24) reflects lead-time
procurement.

Historical delivery shows 70% of revenue hits in Q4.

High reliance on Israeli OEMs (IAI/ELTA) for ToT and Sl orders.

Presentation emphasizes "MOATs" and "Way Ahead" de-
risking.

Key Takeaways (Positives & Negatives): * Positives: The order book has fundamentally re-rated again,
reaching [B,359 Cr (vs [B,000 Cr last quarter), representing ~2.3x FY24 sales. This includes the high-value



Lockheed Martin and ELTA wins. The pivot to an "Asset Light" but "Tech Driven" model is visible through the
NIART JV (Railway obstacle detection) and Raneal Advanced Systems (EMS backward integration), which
reduces external dependency. * Negatives: Financial conversion remains poor in the short term. The standalone
CFO-to-PAT ratio is effectively zero (1.1%) as the company pours cash into inventory ([264.75 Cr) to prepare for
the H2 ramp. The "BOM Guarantee" recovery—a key margin driver—remains an unquantified "gentleman's
promise” on the balance sheet. * The Street’s Concern: Can management execute [1,500 Cr+ in H2? With 22-
week lead times for components and a heavy Q4 bias, any logistics or clearance delay could lead to a massive
revenue slippage. * Forward-looking Watchpoint: Implied H2 execution. With a Dec-24 order book of [B,359
Cr, the street will look for Q3/Q4 revenue to exceed [1,100 Cr to validate the "seasonal spike" narrative.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE RULE (PPT_ONLY): Concall not available — commentary absent. Standalone Balance Sheet
as of Sept-24; Order Book as of Dec-24.

Current Qtr (Q2/

Metric Mgmt Commentary
H1)

YoY decline due to component lead times

Revenue (OCr) 195.62 1 36.7% 141.7% !
(22 weeks).
Impacted by lower volume and operating
PAT (OCr) 5.22 L 73.7% 1 77.5% !
leverage.
Includes WoS Raneal; record high for
Order Book (OCr) 3,359.00 1 38.0% 112.0% 1
company.
Book-to-bill (x) 2.36x ) 1 ) Based on FY24 revenue of [1,424 Cr.
Inventory (OCr) 264.75 1 111.1% 1 ! Massive build-up to support H2 execution.
Trade Receivables (O Significant collection from Mar-24 ([667
343.85 1 48.4% ! 1
Cr) Cr).
Funds earmarked for tech JVs/ToT
Bank Balances (UCr)  877.24 1 7.1% 1 1 I
acquisitions.
Cash & FDs far exceed borrowings of [64
Net Debt (OCr) (813.09) 1 1 1 Cr
. Standalone H1 PAT ~[63 Cr vs CFO [0.75
CFO / PAT Ratio 1.1% ! ! ! Cr
Based on Standalone Mar-24 interest exp
Interest Coverage (x)  3.57x ! ! !

of [23.9 Cr.

2B. SEGMENT BREAKDOWN



Revenue (O

Segment
Y cr)

Margin

Key Development

System

. ~100 (Est) ! Lower ! Below Focus on penetration into new geographies.
Integration
Raneal (EMS) 74.30 (H1) First entry Higher 1 Above Backward integration to reduce DCX costs.
Cable & . . Focus on expanding high-margin EW
Not Discl. 1 High 1 Above
Harness cables.
NIART Product approved (1.4km visibility); waitin
) 0.00 . N/A . N/A pproved ( ) J
(Railways) for tenders.
. . . New MRO revenue stream starting (minimal
Kitting/MRO Minimal - High 1 Above

capex).

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target /
Claim

Required Run-Rate /
Mathematical Feasibility

Historical Delivery

Risk Flag

50% of [8,359 Cr order

Needs ~[1,680 Cr

Delivered (1,424 Cr

Component lead

Guidance Execution . revenue in next 4 in FY24; needs 18%  times (22
book in 12 months.
quarters. growth. weeks).
Targeting high-margin
. . . geting g g Needs non-Offset to grow  Share of non-offset Delay in ToT
Guidance Margins via non-Offset (40% ) . ) .
from current ~15%. projects is growing. absorption.
share).
. Already doing [74 Crin . . L
Backward PCBA manufacturing . ) Facility completed in High inter-
Strategy . H1; operationalized
Integration through Raneal. . <1 year. company trade.
quickly.
) Spend USD 30M on Bank balance of [877 Cr NIART JV (ELTA) Tech absorption
Strategy Tech Pivot . . .
new ToT / JVs. easily covers this. already established. speed.
NIART to provide Binary outcome; depends  Prototype testin
Railway P . y_ . P yp g Tender delay
Strategy Entr 1.4km track visibility on Indian Railways tender  success (RDSO) risk
y solutions. timing. confirmed. '
Targeted through Lockheed orders .
. Reduce dependency - Geo-political
Strategy De-risking Lockheed Martin & US (B39 Cr) are a L
on Israel Offset. . . ) friction.
OEM tie-ups. major win.
4. ANALYST Q&A

Section not applicable — investor presentation only. No concall conducted or available.



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter This Quarter Direction

Order Book 8,000 Cr 8,359 Cr 1 Expansion

Inventory Levels "Spiked" (Trend) [264.75 Cr (Quantified) I WC Pressure (Execution Lead)
Receivables High ((667 Cr Mar-24) [B43.85 Cr (Sept-24) 1 Cash Collection

Railway Vertical Prototype testing RDSO Approval & 1.4km visibility proven 1 De-risked

Customer Strategy  Offset heavy Focus on Non-Offset (Target 40%) 1 Margin Accretive

EMS Contribution Just starting Raneal doing [74.3 Crin H1 1 Integration

Asset Base 1,802 Cr (Total Assets)  [1,764 Cr (Total Assets) - Stable

INVESTOR NOTES: * The Thesis remains intact: DCX is no longer just a "Build-to-Print" assembler; the
Raneal integration and NIART JV demonstrate a move up the value chain. * The Inventory "Signal": The 111%
YoY increase in inventory ([(264 Cr) is the most bullish data point in the Sept-24 balance sheet. It confirms
management has procured components for the massive H2 execution they have guided. * CFO Quality
Warning: While the order book is exciting, the cash flow from operations ([D.75 Cr standalone) is negligible.
Investors must see massive collections in Q4 (March-25) to validate the business model's cash-generative
nature. * Net Cash is the Safety Net: With [B77 Cr in bank balances and only [64 Cr in short-term borrowings,
DCX has the strongest balance sheet in the small-cap defense electronics space, providing a significant buffer
for R&D and acquisitions.
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