
DCX Systems Ltd — May 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

"Build-to-Print" to a high-IP "Product Company" remains intact but is currently masked by low-transparency

accounting for cost escalations and a cyclical revenue dip.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance Weak Miss
FY25 Revenue (₹1,084 Cr) fell short of FY24 (₹1,424 Cr) despite a

huge backlog.
🔴

Earnings Quality Low (Opaque)
Profits are suppressed by unbilled "BOM Guarantee" claims that

aren't yet in the P&L.
🔴

Guidance Confidence Neutral
Management remains confident in JV timelines (11 months) but

dodged margin guidance.
🟡

Management

Credibility
Mixed

Strong strategic execution (ELTA JV, Raneal License) vs. poor

financial communication.
🟡

Business Quality

Signal
Improving

Shift to 37% ownership in Radar JV with ELTA moves DCX up the

IP value chain.
🟢

Key Q&A Exchange Q2 (Accounting)
Analysts aggressively challenged the "0% operating margin" and

BOM recovery model.
🔴

The Street's Primary

Anxiety

Margin

Transparency

Unquantified "BOM Guarantee" claims make current margins look

artificially low.
🔴

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

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

Pricing Power
Stable

(Contractual)

Contractual BOM Guarantees protect downside but create billing

lags.
🟢

FCF Conversion &

Quality
Massive Beat

CFO jumped to ₹443.5 Cr (FY25) from ₹0.7 Cr (FY24) as

receivables cleared.
🟢

Competitive Moat Widening
Only Indian player with "Top Secret" Class A License and ELTA

Radar ToT.
🟢

Balance Sheet

Strength
Strong Debt-free for 2 quarters; Net Cash position bolstered by QIP. 🟢

Working Capital

Efficiency
Improving Receivables liquidation drove the massive CFO surge. 🟢

Mgmt Guidance Track Mixed
Revenue guidance from prior quarters was missed due to

"reconciliation delays."
🔴

Key Vulnerability Geopolitical
High concentration of Israel-linked JVs (ELTA/IAI) amid regional

conflict.
🔴

Management Tone Defensive/Patient
Defensive on accounting; patient regarding long-cycle railway/

radar approvals.
🟡

Sentiment: 🟡 Neutral



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

Cash, debt-free status with a massive improvement in cash conversion (CFO at ₹443.5 Cr). Strategically, the

"Product Company" pivot is accelerating: the JV with ELTA Systems (63/37) for Radars and NIART Systems for

Railways provides entry into high-margin IP-led segments. Raneal’s receipt of a "Top Secret" Class A license is a

significant barrier to entry. * Negatives: Financial reporting is currently "broken" from an investor perspective.

Management is absorbing raw material cost escalations (BOM variations) into the current P&L as expenses but

not recognizing the corresponding revenue/claims because invoices haven't been raised. This resulted in near-

zero operating margins for the core business this year. * The Street’s Concern: Analysts are skeptical of the

"BOM Guarantee" recovery. Management refused to quantify the amount of money left to be claimed, citing

"reconciliation" and "war-related travel constraints." * Forward-looking Watchpoint: Q1/Q2 FY26

"Reconciliation Billing." Management indicated these claims should be settled in 1–1.5 months; failure to see a

margin spike in H1 FY26 would invalidate the "BOM Guarantee" defense and suggest permanent margin

erosion.

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT primary. FY25 Consolidated results.

Metric
Current Qtr

(Q4/FY)

YoY Change

(FY)

QoQ Change

(Q4 vs Q3)
Trend Mgmt Commentary

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

high Q4 billing.

Revenue (₹ Cr) 1,083.67 ↓ 23.9% ↑ 181% ↓
FY Revenue dip due to long lead times

and delivery schedules.

EBIT (₹ Cr) 71.27 ↓ 42.7% ↑ (vs Q3) ↓
Margin compression to 6.58% (vs 8.74%

FY24).

PAT (₹ Cr) 38.88 ↓ 48.7% ↑ (vs Q3) ↓
Severely impacted by lower volume and

cost absorption.

Cash Flow

(CFO) (₹ Cr)
443.50 ↑ 63,257% N/A ↑

Massive collection of past receivables;

business now debt-free.

CFO/PAT Ratio

(x)
11.4x ↑ N/A ↑

Exceptional quality of cash conversion

this year.

Interest

Coverage (x)
Not Discl. N/A N/A → Company is now debt-free.

Inventory Days Not Discl. ↑ N/A ↓
High inventory held for upcoming

execution.

Raneal Ext.

Sales (₹ Cr)
380.00 First entry N/A ↑

90% of Lockheed Martin order executed

through Raneal.

Book-to-Bill (x) 2.63x ↑ ↓ ↑
Strong visibility despite QoQ order book

dip.

2B. SEGMENT BREAKDOWN | Segment | Revenue (₹ Cr) | YoY Growth | Margin | Trend | vs Co. Avg | Key

Development | | :--- | :--- | :--- | :--- | :--- | :--- | :--- | | System Integration | ~600 (Est) | ↓ | Low | ↓ | Below |

Impacted by "BOM Guarantee" billing delays. | | Raneal (EMS) | 380.00 | New | ~10% | ↑ | Above | Execution of

Lockheed Martin contract. | | Cable & Harness | Not Discl. | ↑ | High | ↑ | Above | Double-digit margin profile

maintained. | | NIART (Railways) | 0.00 | → | N/A | → | N/A | Final "fog test" pending in upcoming season. |



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim

Required Run-Rate /

Mathematical Feasibility
Historical Delivery Risk Flag

Guidance
Order

Execution

Complete current

₹2,855 Cr book in 2

years.

Needs ₹1,427 Cr annual

revenue; 31% higher than

FY25.

FY24 was ₹1,424 Cr;

target is feasible.

Supply chain

lead times.

Guidance Radar JV
Start operations within

11 months.

Needs facility/CAPEX

finalized by Q1 FY26.

Raneal was

operationalized in <1

year.

Tech absorption

speed.

Strategy
Margin

Recovery

Recover BOM

variations in 1–1.5

months.

Binary trigger; needs

unbilled claims to hit P&L in

Q1/Q2.

Delayed previously

due to Israel war.

Audit/Customer

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.

High

competition.

Macro
Railway

Safety

Equipping 5,000–

6,000 locos over 5

years.

Needs ~1,000 units/year;

current orders: 5 units.

Slow RDSO approval

process.
Tender delays.



4. ANALYST Q&A



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

1 4.0
Depin Vakil

(PhillipCap)

Order

Pipeline

Management

Outlook

Increased

inquiries

post-"Operation

Sindoor"?

Management

confirmed

huge inquiries

from various

countries as

Indian

defense

products

proved

successful in

the battlefield.

This signals a

potential re-

rating of the

Indian

defense

ecosystem as

an export hub,

with DCX as a

key

beneficiary

through its

JVs.

Specific order

values
3.5

Directionally

positive

2 5.0

Shikhar

(Vivog

Comm)

Profitability Financials

Why is

operating profit

only ₹5 Cr on

₹1,000 Cr

revenue?

Management

explained that

"BOM

Guarantees"

mean they

absorb raw

material cost

spikes today

and claim

them from

customers

only at project

closure or

year-end. This

accounting

mismatch

severely

suppresses

current

margins and

creates a

"trust gap"

until the

claims are

actually billed

and collected.

Exact amount

of unbilled

claims

2.0

Deflected

— key

signal

2a 5.0 Shikhar Credibility Financials

Why has this

money not

been reflected

Management

claimed

project

Reconciliation

report details
2.5

Evasive/

War-related



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

in accounts for

4 years?

closures were

delayed by

the war in

Israel and

inability to

travel for

reconciliation.

This confirms

that

Geopolitical

risk is not just

operational

but also

directly

impacts

financial

recognition

and audit

timelines.

3 4.5

Darshil

Jhaveri

(Crown)

Margins Financials

Can you

quantify the

money left to

claim to

provide a truer

picture?

Management

refused to

quantify the

amount,

stating it could

range from

30% to 60%

of spend and

they don't

want to

provide

"wrong

figures."

Without this

number, the

market cannot

value the

company's

true earnings

power,

making the

stock a "black

box" in the

short term.

Any

quantification/

range

1.5
Defensive/

Opaque

4 4.0

Aditya

Trivedi

(Nepean)

Railways
Business

Overview

Status of

NIART Railway

safety product?

Management

stated all

RDSO tests

are passed

except one

"fog test"

pending for

the next

season, with a

Specific

tender dates
4.0

Specific

status given



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

proposal

submitted for

250 units

globally.

Success here

is the "thesis

breaker" that

could move

DCX from 6%

to 20%+

margins if it

becomes a

product OEM.

5 3.5

Vidit Shah

(Spark

Cap)

Raneal Financials

What was the

external sales

of Raneal in

FY25?

Management

reported ~₹380

Cr of external

sales,

primarily the

Lockheed

Martin

contract. This

proves the

backward

integration

strategy is

working and

the subsidiary

can win/

execute major

global OEM

orders

independently.

None 4.5
Quantified/

Verifiable

6 4.0

Mohit

Bansal

(Sama)

Radar JV Capex

Capex and

timeline for the

ELTA Radar

JV?

Management

expects to

finalize a

~₹200 Cr

capex plan

within 15 days

and go live in

11 months.

The move into

Radar

manufacturing

is the most

significant

step toward

becoming a

high-

technology

Tier-1 defense

supplier.

Finalized

numbers
3.5

Timeline

specific



PATTERN FLAGS & SENTIMENT Analysts were visibly frustrated and borderline hostile regarding the "BOM

Guarantee" accounting. The primary friction point is the lack of transparency—management is asking investors

to "trust" that unbilled claims will eventually materialize as high-margin revenue, but they refuse to provide even

a range for these claims. This defensive posture on financials contrasts sharply with their confidence in strategic

JVs and order wins.

Analyst Sentiment Verdict: Skeptical on Financials / Bullish on Strategy. While the order wins (Lockheed, Elta)

and the Radar JV are viewed as high-quality developments, the "near-zero" operating profit on ₹1,084 Cr of

revenue has created a significant credibility overhang. Investors are likely to remain cautious until the

"reconciliation" billing actually hits the P&L.

5. WHAT CHANGED vs PRIOR QUARTER

What Changed
Prior Quarter

(Dec-24)
This Quarter (Mar-25) Direction

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

Cash Position
₹877 Cr (Bank

Balances)
Debt-Free / Strong CFO (₹443 Cr)

↑ Improving (Net

Cash)

Radar Strategy
JV Signed (MoU

stage)
Operations timeline set (11 months); ₹200 Cr Capex ↑ Executing

Railway

Vertical
Prototype testing

All tests passed except "Fog Test"; Export proposal for

250 units
↑ De-risked

Earnings

Quality
Poor (WC Heavy) CFO/PAT at 11.4x (Huge collection) ↑ Improving

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

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

INVESTOR NOTES: * The "Reconciliation" Catalyst: The stock is currently unbuyable for "pure-quant"

investors due to the distorted P&L. Long-term fundamental investors should watch for the settlement of unbilled

claims in H1 FY26 as the primary re-rating trigger. * Strategic Moat: Despite the accounting noise, DCX is the

only Indian private company with a 37% stake in an ELTA Radar JV and a "Class A Top Secret" license. This is a

massive barrier to entry that competitors like Kaynes or Syrma do not yet possess in the high-end defense radar

space. * The Order Book Paradox: The order book dropped ₹500 Cr QoQ, but this was due to massive

execution in Q4 (₹550 Cr revenue). The "book-to-bill" remains healthy at 2.6x, providing 2 years of revenue

visibility. * CFO vs. P&L: The massive ₹443 Cr CFO proves that the business is cash-generative and the high

receivables flagged last quarter have been successfully collected. This de-risks the balance sheet significantly.
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