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Defence | 4QFY25 Result Update
CMP: Rs1,360 | Target Price (TP): Rs1,517 | Upside: 12% May 01, 2025

Beat Expectations

Est Change Upward
Key Points TP Change Upward
o Key indicators: Revenue, EBITDA, and PAT grew by 35.8%, 131%, and R&ting Change No Change

98%, respectively, to Rs. 1,082mn, Rs. 283mn, and Rs. 197mn, above

) Company Data and Valuation Summary
NBIE expectations of Rs. 837mn, Rs. 186mn, and Rs. 133mn due to

i i K . Reuters: PRAF.BO
decreased raw material prices, which fell by 10% year on year. The higher T PARAS IN Equity
other income, which increased by 150% to Rs. 41 million, also led to a
better profit for the quarter. The company concluded FY25 with yearly Mit Cap (Rsbr/lUS$bn): °4.8/641.2
revenue/EBITDA/PAT growth rates of 44%, 90%, and 98%, respectively. S2WKH/L (Rs): 1,593 /682

ADTV-3M (mn) (Rs/US$): 775.219.0
e PARAS has delivered 1 periscope every 3 months and is aiming for more. g,y performance (%) 1M/eM/Lyr: 419/349/872
Optical systems developed by Paras in collaboration with Controp Nifty 50 performance (%) IM/6M/Lyr 29/6.0/7.4
Precision, an Israeli company will begin deliveries from 2025. The
company is also executing a contract for complete glass cockpit/Avionic L 20FY25  3QFY25  4QFY25
suite for Saras MKII. The company is expecting promising growth from  promoters 58.9 57.1 57.1
the High-Power laser Systems in the Ground to Air and Ground to Space Dpiis 0.6 1.5 15
applications with a total addressable market of Rs250bn. Flls 35 4.8 5.2
Others 37.0 36.6 36.2

e The company has declared a stock split at a ratio of 1:2. The division of
the current 1 equity share with a face value of Rs. 10 each, fully paid-up,
into 2 equity shares with a face value of Rs. 5 each, fully paid-up, is
contingent upon the approval of shareholders.

Pro pledge 0.0 0.0 0.0

Financial and Valuation Summary

Particulars (Rsmn) FY24 FY25 FY26E FY27E

e Guidance and Outlook: Net Sales 2535 3647 4569 5749
o Revenue growth of 40-50% Growth YoY% 13.9 439 253 258
Gross margin % 52.5 53.3 51.9 51.6

o Margins to improve from previous years EBITDA 511 o2 1224 1542

e NB: Nirmal Bang Institutional is scheduled to host Paras Defence & Space  EBITDA margin % 20.2 26.7 26.8 26.8
Technologies Limited on May 27th at 9:00 am during the NBIE AdjPAT 321 635 795 986
INVESTOR CONFERENCE, taking place from May 26th to 27th, 2025.  Growth YoY% (10.8) 98.0 25.3 239
Mr. Harsh Bhansali, CFO, and Mr. Amit Mahajan, Director, will represent  aq;eps 8.2 158 197 245
the company. Our objective is to seek deeper understanding of the . ¢ 6.2 107 114 132
business and its performance in the upcoming quarters. = e 18 119 134

e View and valuation: Revenue, EBITDA, and PAT Growth CAGR during  RoIC 7.2 13.0 157 187
FY25-FY27E stand at 26%, 26%, and 25%, respectively. The stocks has P/E 165.4 86.3 68.9 55.6
rallied by 40% since our preview result, issued on 13" April. We reduced  Ev/esiTba 104.8 555 434 344
the multiple from 72x to 62x to reflect its 3-year average. The stock is  pjgy 120 86 78 6.9

trading at a 1-year forward P/E of 55.6x, below the 3-year average P/E of _ .
. Source: Bloomberg, Company, Nirmal Bang Institutional
62x. We revise the stock to HOLD and value PARAS at 62x Mar'27E EPS  gquities Research
(in line with the 3-year average P/E) to arrive at a TP of Rs1,517, implying
an upside of 11.6%. Key Links — 4QFY25Result

Please refer to the disclaimer towards the end of the
document.
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4QFY25 performance update: PARAS achieved a revenue of Rs. 1,082 mn, up 35.8% YoY,
driven by higher execution in the quarter. The Optics and Optronic Systems segment contributed
51%, while the Defence Engineering segment contributed to 49% of the revenue. The revenue
from Optics segment grew by 374% YoY while the Defence Engineering revenue declined by
22%. Absolute EBITDA grew by 131% YoY driven by lower input costs. EBITDA Margin stood at
26% which is 1077bps higher than in 4QFY24. Adj. PAT increased by 98% YoY, supported by
higher other income and lower than usual tax.

Recent Updates:

The Cabinet Committee on Security (CCS) has approved the launch of 52 surveillance satellites
under a Rs. 270 billion program to enhance India's space-based monitoring capabilities. This
development is expected to significantly benefit Paras Defence and Space Technologies, as it is
the only private Indian company with end-to-end capabilities in designing, system engineering,
manufacturing, integrating, testing, and space-qualifying optical systems for space programs.

Paras Defence has sold its entire 100% stake in Paras Green UAV Private Limited, a wholly owned
subsidiary, comprising 10,000 equity shares of Rs. 10/—each to M/s. Euro Asia Exports Limited.

The company has signed a strategic Memorandum of Understanding (MoU) with MicroCon Vision
Ltd, Israel, part of Controp and the Rafael Group. This collaboration will position Paras Defence
as exclusive supplier of advanced drone camera technology in India, at much lower cost. It will
offer two models, whose usual import price is around %20 lakh and %40 lakh per unit. Paras
Defence anticipates 50-60% price reduction for each model, making advanced surveillance
technology more accessible to Indian defence forces and for commercial applications.
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Exhibit 2: Opportunities in FY26
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Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 3: High Value OpportunitY for the next 5 years
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Exhibit 4: 4QFY25 consolidated performance

Particulars (Rsmn) 1Q24 2Q24 3Q24 4Q24 1Q25 2Q25 3Q25 4Q25 FY24 FY25
Net Sales 483 613 642 797 836 871 858 1,082 2,535 3,647
YoY Change (%) 18.5 10.1 5.4 224 73.0 42.0 33.6 35.8 13.9 43.9
Expenditure

Raw Material Consumed 138 257 461 406 288 298 319 366 1,262 1,271
Purchase of Traded Goods 49 63 17 148 48 85 79 130 277 341
Changes in Inventory 23 (58) 77) (122) 54 39 @ 5 (334) 90
Employee Costs 74 76 77 83 88 92 100 95 309 375
Other Expenses 92 119 139 160 116 130 147 204 510 597
Total Expenditure 375 458 517 674 595 643 637 799 2,023 2,675
EBITDA 108 155 124 123 241 228 221 283 511 972
YoY Change (%) (3.8) 10.3 (12.3) (28.8) 122.7 46.4 77.3 130.9 (9.9) 90.2
Margin (%) 22.4 25.3 19.4 15.4 28.9 26.1 25.7 26.1 20.2 26.7
Depreciation 31 35 33 34 37 37 38 38 134 149
Interest 7 10 15 23 15 26 6 19 54 66
Other income 9 11 8 55 6 17 16 41 83 79
Extraordinary Iltems - - - - - - - - - -
PBT (bei) 79 122 83 121 195 182 193 266 406 836
PBT 79 122 83 121 195 182 193 266 406 836
Tax 20 34 25 25 54 55 54 59 104 221
ETR (%) 255 28.0 30.0 20.8 27.6 30.0 28.0 22.1 25.7 26.5
Reported PAT 60 94 67 100 149 139 150 197 321 635
Adj. PAT 60 94 67 100 149 139 150 197 321 635
YoY Change (%) (9.6) 11.1 (31.6) (7.3) 147.1 47.1 125.8 97.8 (10.8) 98.0
Adj. EPS 1.5 2.4 1.7 2.6 3.8 3.6 3.7 4.9 8.2 15.8

Source: Company, Nirmal Bang Institutional Equities Research

Paras Defence and Space Technologies (PARAS)
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Exhibit 5: Annual closing order book position
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Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 6: EBITDA movement
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Exhibit 7: Detailed financials

Y/E March (Rsmm) 4QFY24 3QFY25 4QFY25 YoY (%) QoQ (%) | Estimates Variance (%) | FY24 FY25 YoY (%)
Net Sales 797 858 1,082 35.8 26.2 837 29.3 | 2,535 3,647 43.9
Expenditure
Raw Material Consumed 406 319 366 (9.9) 14.8 - - | 1,262 1,271 0.7
Purchase of Traded Goods 148 79 130 (12.1) 65.4 - - 277 341 22.9
Changes in Inventory (122) (@) 5 NA (166.2) - - | (334) 90 NA
Employee Costs 83 100 95 14.9 (5.4) - - 309 375 21.4
Other Expenses 160 147 204 27.6 38.6 - - 510 597 17.2
Total Expenditure 674 637 799 18.5 255 651 22.8 | 2,023 2,675 32.2
EBITDA 123 221 283 130.9 28.3 186 52.2 511 972 90.2
EBITDA Margin (%) 15.4 25.7 26.1 1077bps 43bps 222 392bps | 20.2  26.7 649bps
Depreciation 34 38 38 12.1 0.3 - - 134 149 11.8
Interest 23 6 19 (15.9) 201.6 - - 54 66 21.7
Other income 55 16 41 (26.1) 150.0 - - 83 79 4.2)
Exceptional ltems - - - - - - - - -
PBT 121 193 266 120.5 38.4 - - 406 836 105.9
Tax 25 54 59 134.3 9.1 - - 104 221 111.9
Reported PAT 100 150 197 97.8 31.1 - - 321 635 98.0
Adjusted PAT 100 150 197 97.8 31.1 133 48.3 321 635 98.0
NPM (%) 12.5 17.5 18.2 571bps 69bps 15.9 233bps 12.6 17.4  476bps
EPS (Rs.) 2.6 3.7 4.9 91.5 31.1 3.3 48.3 8.2 15.8 91.6

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 8: Change in estimates

Particulars New Old % Change
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Source: Nirmal Bang Institutional Equities Research
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Exhibit 9: Revenue increased by 36% YoY Exhibit 10: Gross margin stood at 54%
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Exhibit 11: EBITDA margin came in at 26% Exhibit 12: Employee cost at 9% of sales
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Exhibit 13: PAT margin came in at 18% Exhibit 14: EPS up by 91% YoY
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Exhibit 15: Valuation summary

Particulars (Rs mn)
Mar'27 EPS 24
Target multiple (x) 62
Value per share (Rs) 1,517
CMP (Rs) 1,360
Upside / (downside) % 11.6%
Source: Company, Nirmal Bang Institutional Equities Research
Exhibit 16: Rolling valuation charts
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Financial Statements

Exhibit 17: Income statement

Institutional Equities

Exhibit 18: Cash flow

Y/E March (Rs mn) FY23 FY24 FY25 FY26E FY27E Y/E March (Rs mn) FY23 FY24 FY25 FY26E FY27E
Net Sales 2,224 2,535 3,647 4,569 5,749 PBT 468 405 836 1,026 1,280
Growth YoY% 21.8 13.9 43.9 25.3 25.8 Depreciation 113 134 149 168 183
Gross profit 1,171 1,330 1,944 2,372 2,967 Interest 67 54 66 68 94
Gross margin % 52.6 52.5 53.3 51.9 51.6  Other adjustments (47) 5) 3) (39) (15)
Staff costs 219 309 375 441 530 Change in Working capital (49) (927) (417) 277 (932)
% of sales 9.8 12.2 10.3 9.7 9.2  Tax paid (95) (117) (184) (257) (320)
Other expenses 385 510 597 706 896  Operating cash flow 458 (456) 448 1,245 290
% of sales 17.3 20.1 16.4 15.5 15.6  Capex (253) (260) (352) (250) (250)
EBITDA 568 511 972 1,224 1,542 Free cash flow 204 (716) 96 995 40
Growth YoY% 9.4 (9.9) 90.2 25.9 25.9  Other investing activities 350 243 (518) - -
EBITDA margin % 255 20.2 26.7 26.8 26.8 Investing cash flow 96 a7 (870) (250) (250)
Depreciation 113 134 149 168 183  Issuance of share capital - - 1,315 - -
EBIT 455 378 823 1,056 1,359  Movement of Debt (236) 500 (415) - -
Interest 67 54 66 68 94  Dividend paid (incl DDT) - - - - -
Other income 82 83 79 39 15  Other financing activities (61) (46) (55) (30) (79)
PBT (bei) 471 406 836 1,026 1,280  Financing cash flow (404) 331 737 (189) (79)
PBT 471 406 836 1,026 1,280 Net change in cash flow 150 (142) 315 806 (39)
ETR 23% 26% 26% 25% 25% Opening C&CE 22 171 30 344 1,940
PAT 362 301 615 770 960 Closing C&CE 171 30 344 1,940 1,927
Adj PAT 360 321 635 795 986 source: Company, Nirmal Bang Institutional Equities Research
Growth YoY% 32.6 (10.8) 98.0 25.3 23.9
Source: Company, Nirmal Bang Institutional Equities Research Exhibit 20: Key ratios
Y/E March FY23 FY24 FY25 FY26E FY27E
Exhibit 19: Balance sheet Per share (Rs)
Y/E March (Rs mn) FY23 FY24 FY25 FY26E FY27E  Adj EPS 9.2 8.2 15.8 19.7 24.5
Share capital 390 390 403 403 403 Book value 106.0 113.7 158.0 173.8 198.2
Reserves 3,742 4,056 5,997 6,633 7,618 DPS - - - 3.9 -
Net worth 4,132 4,446 6,399 7,036 8,021  Valuation (x)
Long term debt 9 23 13 13 13 P/Sales 23.8 20.9 15.0 12.0 9.5
Short term debt 136 635 227 227 227 EV/EBITDA 93.0 104.8 55.5 43.4 34.4
Total debt 145 658 240 240 240 P/E 147.4 165.4 86.3 68.9 55.6
Net debt (257) 544 (868)  (1,700)  (1,687) P/BV 12.8 12.0 8.6 7.8 6.9
%Eﬁ{iggn'cu”em 232 234 231 231 231  Returnratios (%)
Total Equity & RoCE 8.3 6.2 10.7 11.4 13.2
Liabilities 5205 6,397 8,520 9.019 10.106 ROCE (pre-tax) 10.8 8.3 14.6 15.2 17.6
Gross block 1,979 2,488 2,651 2,901 3,151 ROE 9.1 75 11.8 11.9 13.1
Accumulated
depreciation 527 706 856 1,024 1,207 ROIC. N . 10.3 7.2 13.0 15.7 18.7
Net Block 1452 1,782 1795 1877 1,944 Profitability ratios (%)
CWIP 45 45 78 78 7g  Gross margin 52.6 52.5 53.3 51.9 51.6
i EBITDA margin 25.5 20.2 26.7 26.8 26.8
Intangible and 64 65 93 93 93 g
%ttf;‘ers . PAT margin 16.2 12.6 17.4 17.4 17.1
er non-curren
assets 314 485 526 526 526  Liquidity ratios (%)
Investments 170 - 6 6 6  Current ratio 3.8 2.3 3.1 3.6 4.0
Trade receivables 1,499 1,979 2,948 2,441 3,056  Quick ratio 2.7 15 2.3 2.7 2.9
Inventories 934 1,502 1,509 1,602 2,020  Solvency ratio (%)
Cash & Cash 403 114 1,108 1,940 1,027  Net Debt to Equity ratio 0.2) 0.1 (0.2) 0.2) (0.2)
Equivalents i
Turnover ratios
Other current assets 315 415 420 420 420 . .
Total ; Fixed asset turnover ratio 12 11 1.4 16 1.9
aeate Tren 3,151 4,010 5,985 6,403 7423 () ' ' ' ' '
Debtor days 224 200 198 195 194
Trade payables 261 610 546 409 511
Inventory days 277 270 268 266 265
Other current 433 462 1137 1137 1,137
liabilities ' ! ' Creditor days 72 70 68 68 67
g;’gei‘l'iggge”t 830 1,707 1,910 1,774 1,875  Net Working capital days 429 400 398 393 392
Total Assets 5,205 6,397 8,520 9,019 10,106 Source: Company, Nirmal Bang Institutional Equities Research

Source: Company, Nirmal Bang Institutional Equities Research

Paras Defence and Space Technologies (PARAS)
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Rating track

Date Rating Market price (Rs) Target price (Rs)
5 April 2024 Hold 706 714
29 May 2024 Hold 877 916
18 July 2024 Sell 1,355 1,181
6 August 2024 Sell 1,286 1,135
11 October 2024 Hold 1,084 1,142
29 October 2024 Hold 956 1,037
10 January 2025 Hold 1,017 1,247
08 February 2025 Hold 1,040 1,378
13 April 2025 Buy 973 1,329
01 May 2025 Hold 1,360 1,517
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private
circulation. NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having
Registration no. INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India
Limited and BSE Limited in cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore
may, at times, have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for
accessing / dealing in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial
interest in the subject company. NBEPL or its associates or Analyst do not have any conflict or material conflict
of interest at the time of publication of the research report with the subject company. NBEPL or its associates or
Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject company at the end of the
month immediately preceding the date of publication of this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering
of securities of the company covered by Analyst during the past twelve months. NBEPL or its associates have
not received any compensation or other benefits from the company covered by Analyst or third party in
connection with the research report. Analyst has not served as an officer, director or employee of Subject
Company and NBEPL / analyst has not been engaged in market making activity of the subject company.

Analyst Certification: |, Jyoti Gupta, research analyst the author of this report, hereby certify that the views
expressed in this research report accurately reflects my personal views about the subject securities, issuers,
products, sectors or industries. It is also certified that no part of the compensation of the analyst was, is, or will
be directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst
is principally responsible for the preparation of this research report and has taken reasonable care to achieve
and maintain independence and objectivity in making any recommendations.

Paras Defence and Space Technologies (PARAS)
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

HOLD -5% t014%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL
is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage
in or refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation
and particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any
way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients
as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in
a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBEPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it.
NBEPL or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent
error in the information contained in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of
any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose,
and non-infringement. The recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its
clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether
the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading.
The price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional
risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect
the value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of
NBEPL accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication
in relation to this research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages
whether direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the
information contained in this report.

Copyright of this document vests exclusively with NBEPL.

*“Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to
investors.”
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