Ideaforge Technology Ltd — Nov 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Weak Miss One-line: Revenue and margins collapsed as the company executed low-margin legacy
contracts, while the order book reached a critical low (2IL.5 Cr), leaving the thesis entirely dependent on a
"lumpy" 800 Cr+ pipeline conversion in H2.



Dimension This Quarter Signal | Evidence Sentiment

Beat/Miss vs

Guidance / Prior Weak Miss Revenue down 57% QoQ; EBITDA loss of 1D Cr. O
Quarter

. ) Low (Accounting Net loss of 3.7 Cr masked by 618 Cr Other Income and heavy
Earnings Quality i o . u
driven) R&D capitalization (42.8 Cr in H1).
. ) Management maintains YoY growth stance but required H2 run-

Guidance Confidence Weak ad

rate is unrealistic without immediate L1 conversion.

o Transparent about "competitive bidding" impact but failed to
Management Credibility ~ Neutral o - O
convert L1 pipeline for the second straight quarter.

. L Deteriorating Gross Margins fell to 24.6% (vs 33.3% in Q1); pricing power is
Business Quality Signal L O
(Short-term) eroding in large government tenders.

Q11 + Q14 Management admitted Q2 execution was a "competitively bid"

Key Q&A Exchange legacy contract, signaling a permanent reset in mass-order O
yQ 9 (Margin reset) gacy g gap

margins.
The Street's Primary Order Book The order book (21L.5 Cr) is now just 0.5x of the (weak) quarterly 0
Anxiety Depletion revenue; market fears a "revenue air pocket."

. 50% of workforce in R&D; Middle-mile and Tactical UAVs still in
Capital Cycle Stage Investment . O
prototyping phase.

Margin / Return Ratio

Deterioratin EBITDA margin swung from +9.8% (Q1) to -26.9% (Q2). O
Trajectory 9 g 9 6 (Q1) 6 (Q2)
. . Moving from "pioneer pricing" to "L1 competitive bidding" for
Pricing Power Eroding O
scale.
FCF Conversion & Weak H1 CFO is negative B4.1 Cr; cash is being consumed by 0
Quality inventory and capitalized R&D.
Competitive Moat ) 43 global patents and 550k missions maintain tech lead;
) Stable (Tech-wise) .~ ) o
Signals indigenization (no-GoC components) is a secondary moat.
Significant cash/investment buffer supports the "Other Income"
Balance Sheet Strength  Strong line O
Working Capital L Inventory building for "anticipated" orders while current execution
. Deteriorating O
Efficiency slows.
Mgmt Guidance Track . L . . .
Mixed Pipeline conversion delays are becoming a recurring theme. O
Record
Key Vulnerability / Red High R&D Capitalizing ~83 Cr of costs in Q2 vs a reported net loss 0
Flag Capitalization suggests the P&L is significantly understating the actual burn.

. Emphasized "technology DNA" and "long-term cycles" to deflect
Management Tone Defensive . O
from the sharp quarterly contraction.

Key Takeaways (Positives & Negatives):

Positives: * Technological Advancement: DGCA Type Certification for Q6 V2 and the launch of the FLYGHT
Franchise (FOFO model) demonstrate a pivot toward scalable, recurring "Drone-as-a-Service" (DaaS) revenue.
* Indigenization Moat: Increased government scrutiny on "under the hood" components (following global
security events) favors ideaForge’s proprietary autopilot and communication stack over COTS-based
assemblers. * US Market Progress: Completion of the early adopter program and upcoming launch of
contextualized US products provide a non-defense, global diversification path.



Negatives: * The "Revenue Air Pocket": The order book has plummeted from 64.2 Cr (Q1) to PIL.5 Cr. Unless
the BDO Cr L1 pipeline converts in Q3, the company faces a significant utilization crisis. * Margin Structural
Reset: Gross Margins collapsed to 24.6%. Management's explanation that this was a "competitively bid" legacy
contract suggests that as drones become a commodity for the MoD, ideaForge's high-margin "pioneer" era is
ending. * Required Run-Rate Risk: To achieve YoY growth and their 25% EBITDA target, ideaForge needs a
Herculean H2 (Revenue ~IB3 Cr and EBITDA ~41%). This is mathematically improbable without a massive,
high-margin software/DaaS component that does not currently exist at scale.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

. Current Qtr

Metric Mgmt Commentary
Q2)

Revenue (O YoY growth on low base; QoQ decline due to "chunky"
8r.1 1 56.5% 1 57.0% !

Cr) government procurement cycles.

Gross Margin Impacted by "product mix" and execution of a highly
24.6% 1 510 bps 1 870 bps ! "

(%) competitive MoD contract.

Negative operating leverage; fixed employee and R&D
EBITDA(ICr)  -00.0 | 566% L 217% | _ i
costs hit the bottom line.

EBITDA 26.9% 1 2,050 13,670 . Scale of revenue was insufficient to cover fixed

Margin % = bps bps overheads.

PAT ([Cr) -0B.7 1 1,622% 11,241% ! Core business loss masked by 518 Cr Other Income.

Order Book (O . Multi-quarter low; reflects execution of legacy orders
Pn.5 Not in doc 1 60.3% ! ) :

Cr) without new refills.

L1 Pipeline (O . Management claims this is "alive and kicking" with
800+ First entry - - . .

Cr) international components.

R&D Cap. (O . Massive increase in capitalization of R&D costs
~ap.8 Not in doc 1 159% 1 .

Cr) (Intangibles under development).

Net Cash (O . Cash used for inventory and R&D; PPT shows 8,094
809.4 Not in doc 115.1% ! .

Cr) Mn in Bank/Cash/Investments.

CFO / PAT CFO (-B¥.1 Cr) is 2.7x the Net Loss (-IR.5 Cr);
2.7x N/A N/A ! .

(H1) suggests high cash burn.

2B. SEGMENT BREAKDOWN

Revenue (0 YoY vs Company

Segment Margin  Trend Key Development
Cr) Growth Avg

Execution of large MoD order; high volume

Defense ~B81.5 (est) High Low ! Below Avg but low margin

Civil/ . Launch of FLYGHT Franchise; POCs for
~bl6 (est) N/A High 1 Above Avg . .
DaaS mining and security.



3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Guidance

Guidance

Guidance

Strategy

Strategy

Macro

Category

Revenue

Margins

us
Market

DaaS

New Tech

Policy

Management Target /

Claim
Full year YoY growth
(FY24 was 816 Cr).

Blended EBITDA of
25-30%.

Orders expected in Q3
FY25.

"Meaningful" revenue in
FY26.

Tactical UAV & Middle-
mile Logistics.

PLI 2.0 & Component
Import Ban.

Required Run-Rate / Mathematical
Feasibility

Needs [92.7 Cr in H2; H1 was only
[23.3 Cr. High risk of miss.

Needs ~41% EBITDA margin in H2 to
recover from H1 loss. Mathematically
unfeasible.

Binary outcome: dependent on
contextualized product launch results.

Current revenue < Cr; requires massive
franchisee onboarding.

Tactical prototypes in Q3; Middle-mile
engineering flight in Q4.

Awaiting government capital outlay; "Pager
attacks" accelerate indigenization demand.

Historical
Delivery

Missed Q2
target.

Deteriorating.

Seed stage
complete.

Early POC
success.

On track.

Improving.



4. ANALYST Q&A



Q# Relevance

Analyst /

Theme Cluster Category

irm

Hardik
5.0 Rawat, Pipeline Financials
IIFL
Hardik .
Business
4.5 Rawat, US Strategy )
Overview
IIFL
Hardik
Capex/
4.0 Rawat, R&D Progress
IFL Alloc

Underlying
Concern

"My first
guestion was
with regards
to the L1
position... this
would be flat
from where
we were at
the end of

1Q?"

"Any updates
with regards
to execution
that we have
done for the
US market or
that remains a
work in
progress?"

"Any material
updates on
the two new
projects...
middle mile
logistics and
the tactical
drones?"

Management
Response &
Investment
Implication

Management
noted the L1
position has
actually
increased
slightly but
they are
choosing to
report it
conservatively
at 800 Cr.
This signals
that while new
opportunities
are entering
the funnel,
conversion
speed
remains a
major
bottleneck.

Management
stated they
have
concluded
hardware
developments
based on US
feedback and
expect to
receive orders
this quarter
for execution
in Q4. This is
a critical
diversification
trigger as
domestic
margins
compress.

Management
confirmed
tactical UAV
advanced
prototypes will
be tested this
quarter, with
middle-mile
engineering
flights
expected by
next quarter.

Evaded /
[\[o]
Addressed

Credibility

Exact delta

of the 3.0

increase.

None 4.0
one 5.0

Verdict

Vague but
stable

Clear
timeline

Specific
and verified



Q# Relevance

11

14

5.0

4.5

Analyst /

irm

Vikram,
Indiv.
Investor

Miten
Lathia,
Fractal

Theme Cluster

Margins

Margin Reset

(o:1(:Ts[0]3

Financials

Financials

Underlying
Concern

"Your
revenue... up
50% Y-0-Y,
but your cost
of materials...
up 100%.
Could you
explain that,
please?"

"Our EBITDA
margin is
down from
47% to 32%
to minus
1.2%... should
we read into
this that the
sub-
segment...
has become
that much
more
competitive?"

Management
Response &
Investment
Implication

These high-
payload
platforms are
the key to the
FY26 growth
thesis.

Management
explained the
mismatch is
dueto a
specific large
contract
signed a year
ago that was
"bid very
competitively"
to ensure a
win. This
confirms that
mass-scale
government
business is
significantly
lower margin
than the
company's
historical
profile.

Management
argued the
dropisa
function of the
procurement
cycle and
"product mix,"
claiming the
industry will
actually
become less
competitive
as security
scrutiny
removes low-
cost
assemblers.
This implies
margins
should mean-
revert upward
as tech-heavy
orders return.

Evaded /

Not Credibility Verdict

Addressed

None 4.0
Future

margin 2.5
floor.

Transparent
admission

Defensive



Q# Relevance

15

18

20

4.0

4.5

4.0

Analyst /

i Theme Cluster
irm

Garvita,
Seven DaaS Revenue

Island

Ashish
Jindal,
Indiv.
Investor

Nikhil
Gupta,
Indiv.
Investor

Middle Mile

Competitiveness

(o:1(:Ts[0]3

Financials

Business
Overview

Business
Overview

Underlying
Concern

"l want to
understand
that how
much is the
revenue from
the
manufacturing
and how
much is the
revenue from
DaaS?"

"How does
the company
plan to
maintain a
competitive
edge...
expand into
other
defense-
related
products?"

"Is there
anything
wrong in my
understanding
[of the 100kg
load
capacity]?"

Management
Response &

Evaded /

Not Credibility Verdict

Investment
Implication

Addressed

Management
clarified that
DaaS
currently
contributes
<MCrand is
a small
fraction of
revenue but
will scale next
year via the
franchise

None 5.0

model. This
confirms the
business is
still 95%+
dependent on
"chunky"
hardware
sales.

Management
emphasized
their focus on
"extreme
environment"
performance
(high altitude/
low temp)
where their
systems
outlast
western None 35
competitors.
They have no
immediate
plans for anti-
drone or other
defense
sectors,
focusing
purely on
UAV
leadership.

Management

clarified they

are building

two distinct

platforms: a None 5.0
Tactical UAV

(10kg load/

50km range)

and a Middle-

Quantified

Strategy
clear

Specific
data



Analyst /

Q# Relevance .
irm

Theme Cluster

Management

Evaded /

Underlying
Concern

Response &
Investment

(o:1(:Ts[0]3

[\[o]

Credibility Verdict

Addressed

Implication

mile UAV
(100kg load/
100km
range). This
distinction is
vital for
understanding
the different
TAMs
(Frontier
logistics vs.
Surveillance).

PATTERN FLAGS & SENTIMENT

The primary anxiety among analysts was the structural collapse of gross margins and the depletion of the order
book. Management'’s posture was defensive, repeatedly labeling the margin hit as "temporary" and "contract-
specific,” while simultaneously claiming the industry is becoming "less competitive" due to security standards—a

claim that contradicts the actual 25% gross margin reported this quarter.

Analyst Sentiment Verdict: Skeptical. Analysts were troubled by the volatility in margins and the "missing"
conversion of the L1 pipeline. Management’s credibility on hitting FY24-level margins (25-30% EBITDA) is now
under severe watch; the H2 requirement is so high that the market is likely to treat current guidance as
aspirational rather than probable. The single greatest risk is that the BDO Cr pipeline converts at the same low
margins seen in Q2, which would permanently de-rate the stock from a "SaaS-like tech play" to a "low-margin

defense contractor."

GUIDANCE GAPS REVEALED IN Q&A

What Mgmt
Claimed

What Q&A
Revealed

Gap | Walk-back

Risk to Thesis

(Opening I Q1)

Gross 40-50% was the
Margins "pioneer" baseline.
800 Cr+
L1 . .
L "imminent"
Pipeline .
conversion.

Competitive bids are
executing at ~25%.

Still 800 Cr+ after 3
months.

Management admitted they bid low to
"ensure winning," indicating a loss of
pricing power in high-volume tenders.

The "chunky" cycle is proving longer than
anticipated, leaving the company with a
dangerously low order book.

Permanent margin
ceiling for MoD
business.

Significant revenue
miss in Q3/Q4.



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1 FY25) This Quarter (Q2 FY25) Direction
Gross Margin 33.3% 24.6% !
Order Book BY.2 Cr pn.5Cr !
Core Profitability M2 Cr (PAT) -18.7 Cr (Loss) !
DaaS Strategy Direct/POC Phase FLYGHT Franchise (FOFO) Model Launch 1
R&D Capitalization 6.5 Cr ~42.8 Cr | (Quality)
US Market Tone Feedback/Seeding Expecting Orders (Execution Phase) 1
Other Income Reliance 500% of PAT Core loss > Other Income !

Thesis Impact: The thesis is shifting from "High-Margin Tech Aggregator" to "Lumpy Defense Manufacturer with
a Software Option." Investors must now monitor H2 conversion not just for volume, but for realization. If the BD0
Cr pipeline executes at 25% Gross Margin, the current valuation is untenable. CFO-to-PAT divergence (-84 Cr
CFO vs -2 Cr PAT) confirms high inventory/R&D burn that will eventually hit the P&L as amortization. Verdict:
Watch for Q3 L1 conversion; lack of a major order by Dec-24 breaks the growth thesis.
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