DCX Systems Ltd — Nov 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Weak Miss (Earnings) / Beat (Cash Flow & Strategy) One-line: The structural pivot from a low-margin
"Build-to-Print" kitting business to a high-moat "Product & Systems" company is accelerating via the ELTA Radar
JV and Raneal's "Top Secret" license, though the P&L remains temporarily disfigured by unbilled cost
reconciliations.

Dimension Sentiment

Beat/Miss vs Guidance /
Prior Quarter

Earnings Quality

This Quarter

Weak Miss

Low (Accounting
Lag)

Signal | Evidence

FY25 Revenue ([1,083.67 Cr) declined 23.9% YoY; below
historical execution levels.

Reported margins (6.58% EBIT) are suppressed by unbilled
"BOM Guarantee" cost recoveries.

Management maintains an 11-month timeline for the Radar JV;

Guidance Confidence Neutral . . .
requires rapid ToT absorption.
- . High marks for strategic JVs and license wins; low marks for
Management Credibility Mixed . .
P&L transparency on unbilled claims.
. o . Receipt of "Top Secret" Class A license and shift to 37% JV
Business Quality Signal Improving . .
ownership 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 N When will the "BOM Guarantee" reconciliations hit the P&L to
. Margin Timing - .
Anxiety restore double-digit margins?
. Post-QIP (500 Cr) deployment into Radar JV (C200 Cr) and
Capital Cycle Stage Investment

Margin Trajectory

Pricing Power

FCF Conversion & Quality

Deteriorating

Stable
(Contractual)

Massive Beat

Raneal EMS capacity.

PAT margin compressed to 3.59% for FY25 (vs 5.32% in FY24)
due to scale and cost lags.

Contractual BOM protection limits downside but creates
significant billing/timing mismatches.

CFO of [443.50 Cr is 11.4x PAT, driven by aggressive
liquidation of old receivables.

Only Indian player with specific Class A license and deep

Competitive Moat Signals Widening
Radar ToT from ELTA Systems.
Debt-free for two quarters; significant net cash surplus from
Balance Sheet Strength Strong
QIP.
. . . . DSO has likely collapsed given the [#43 Cr cash inflow from
Working Capital Efficiency Improving .
receivables.
Mgmt Guidance Track Mixed Missed FY25 revenue scale; however, delivery on Raneal/
Record Lockheed execution was on time.
Key Vulnerability / Red . High concentration of Israel-based tech partners (IAI/ELTA)
Geopolitical ) ) .
Flag amid regional conflict risks.
Confident The PPT focuses heavily on "Way Ahead" and "Product
Management Tone "
(Strategy) Company" transition.

Sentiment: CONeutral



Key Takeaways (Positives & Negatives): * Positives: DCX has solved its "balance sheet" problem. The
massive CFO of [443.50 Cr (CFO/PAT of 11.4x) proves that previous years' revenues were real and collectible,
de-risking the business model. Strategically, the company is effectively "buying" a moat: the ELTA Radar JV and
the "Top Secret" Class A license create barriers to entry that pure-play EMS competitors like Kaynes or Syrma
cannot easily replicate. * Negatives: The "income statement" is currently broken. A 23.9% YoY revenue decline
and margin compression to 6.58% (EBIT) suggest that DCX is struggling with the transition's operational friction.
The "BOM Guarantee" (where the company pays for raw material hikes but bills the OEM later) continues to
mask core profitability. * The Street's Concern: Investors are frustrated by the "black box" nature of unbilled
claims. Until these "reconciliation billings" hit the P&L as high-margin revenue, the stock will likely be penalized
for low reported profitability despite the strategic upgrades. * Watchpoint: The "11-month” Radar JV timeline.
Any delay in the [200 Cr Capex deployment or ToT (Transfer of Technology) will signal that the "Product
Company" pivot is further away than priced in.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT primary. FY25 Consolidated results. Concall not available — commentary reflects prior
context signals and PPT narrative.

Current Qtr

Mgmt Commentary

(FY25)
1 181% (vs Volume-led dip YoY; Q4 saw massive sequential
Total Income (OCr)  1,083.67 1 23.9% 1
Q3) ramp-up for Lockheed.
EBIT (CCr) 71.27 1 42.7% 1 (vs Q3) ! Impacted by unbilled BOM price variation claims.
. Margin dilution due to raw material cost spikes
EBIT Margin % 6.58% 1 216 bps 1 (vs Q3) 1 .
recognized ahead of revenue.
Bottom line hit by lower operating leverage and
PAT (OCr) 38.88 1 48.7% 1 (vs Q3) !
cost lags.
Reduction from Dec-24 ([B,359 Cr) due to high
Order Book (CCr) 2,855.00 1 2.6% 1 15.0% i )
Q4 execution.
Order Inflows (O Implied inflows lower than execution for the full
~580 (Est) ! N/A !
Cr) year.
Execution Rate Calculated as Revenue / (OB + Inflows); reflects
27.5% ! N/A ! .
(%) slower execution.
Strong revenue visibility; 2.5+ years of backlo
Book-to-bill (x) 2.63x i . , 2 b ey g
protected.
Net Debt / (Cash) Company is debt-free for two consecutive
(Net Cash) 1 - 1
(8cn) quarters.

Cash Flow (CFO) Massive liquidation of trade receivables; high

443.50 163,257%  N/A 1

(OCr) quality of cash.

Raneal (EMS) ) Successful execution of the Lockheed Martin
380.00 First entry N/A 1

Sales (OCr) contract.

2B. SEGMENT BREAKDOWN



Segment

Revenue (O

Cr)

Margin

Trend

Key Development

System
Integration

Raneal (EMS)

Cable &
Harness

NIART
(Railways)

~600 (Est)

380.00

Not Discl.

0.00

! Low
New ~10%
1 High
- N/A

reconciliation delays.

Primary victim of "BOM Guarantee"

90% of Lockheed order executed; backward
integration working.

margin EW systems.

! Below
1 Above
i Above
= N/A

remains the final hurdle.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management
Target / Claim

Required Run-Rate /
Mathematical Feasibility

Historical Delivery

Focus area for inorganic growth and higher-

Proposal for 250 units pending; "fog test"

Risk Flag

. Order
Guidance .
Execution
Guidance Radar JV
Guidance Margins
Strategy Product Pivot
Backward
Strategy .
Integration
Railway
Macro
Safety
4. ANALYST Q&A

Complete [2,855 Cr
book in 2 years.

Operationalize ELTA
JV in 11 months.

Recover BOM
variations in 1-1.5
months.

Target $1 Bn of $13.2
Bn Offset obligation.

Raneal for captive
use + exports.

Equipping 5,000—
6,000 locos over 5
years.

Needs (1,427 Cr annual
revenue (31% growth over
FY25).

Needs facility/ CAPEX
(C200 Cir) finalized by Q1
FY26.

Binary trigger; needs
unbilled claims to hit P&L
in H1 FY26.

High win-rate needed on
large global tenders.

100% internal PCBA
sourcing for SI segment.

Needs ~1,000 units/year;
currently at prototype
stage.

Missed FY25 target
(C1,084 Crvs FY24
(1,424 Cr).

Raneal was
operationalized in <1
year.

Delayed previously due
to Israel war constraints.

Secured 840 Cr

Lockheed win previously.

[B80 Cr external sales
achieved in FY25.

Prototype phase
extended; pending "fog
test."

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

High (Supply
chain)

Technical ToT
speed

Audit/
Disputes

Global
competition
Margin

accretion lag

RDSO
Approval



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter This Quarter Direction

Order Book Value 8,359 Cr (Dec-24) [2,855 Cr (Mar-25) | Consolidating

Cash Conversion Poor (WC Heavy) CFO/PAT at 11.4x ((#43.5 Cr) 1 Massive Improvement
Balance Sheet High Receivables Debt-Free / Net Cash Surplus 1 Strengthening

Radar Strategy MoU Signed 11-month timeline & (200 Cr Capex 1 Executing

Raneal Status Ramping up [B8O Cr sales; "Top Secret" License 1 Operationalized
Reported EBIT Margin 8.74% (FY24) 6.58% (FY25) | Deteriorating
Revenue Scale (1,424 Cr (FY24) 1,084 Cr (FY25) 1 Shrinking

Railway Vertical Prototype Testing All tests passed except "Fog Test" 1 De-risking

» Working Capital Pivot: The defining change this quarter is the translation of "paper profits" from prior years
into cold cash. The [#43.50 Cr CFO liquidation of receivables fundamentally changes the company's risk
profile from a "liquidity-starved kitting shop" to a "well-capitalized A&D player."

» Thesis Change: Does this change the thesis? No. While the P&L is weaker than expected, the underlying
business quality has improved. The receipt of the "Top Secret” Class A license and the operationalization of
Raneal ([B80 Cr sales) provide the infrastructure needed for the "Product Company" pivot. We remain in a
"waiting room" for margin normalization, but the cash flow beat proves the business model is not broken—
merely delayed by accounting mismatches and geopolitical logistics.

STOP HERE.
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