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IPO Note

COMPANY OVERVIEW
Incorporated in the year 2011, DCX Systems is among the leading Indian players for the manufacture of

electronic sub-systems and cable harnesses in terms of manufacturing capability and revenue in Fiscal
2022 in the defence and aerospace sector. They are preferred Indian Offset Partner (“IOP”) for foreign
original equipment manufacturers (“OEMs”) for executing aerospace and defence manufacturing
projects. DCX Systems primarily engaged in system integration and manufacturing a comprehensive
array of cables and wire harness assemblies and is involved in kitting.

DCX Systems is also one of the largest IOP for ELTA Systems Ltd and Israel Aerospace Industries Ltd,
System Missiles and Space Division (together, the “IAl Group”), Israel, for the Indian defence market for
manufacture of electronic sub-systems and cable and wire harness assemblies. They operate through
our manufacturing facility located at the Hi-Tech Defence and Aerospace Park SEZ in Bengaluru,
Karnataka.

Company’s order book has increased from Rs.1,941.31 Cr. to Rs.2,369 Cr. from FY20 to FY22. As of June
30, 2022, the order book was Rs. 2,563.63 Cr. to be executed in the Fiscal 2023 to 2025. As of June 30,
2022, they had 26 customers in Israel, United States, Korea and India, including certain Fortune 500
companies, multinational corporations and start-ups. Their customers include domestic and
international OEMs, and private companies and public sector undertakings in India across different
sectors, ranging from defence and aerospace to space ventures and railways.

HIGHLIGHTS

1. The company is among the preferred Indian Offset Partners for the defence and aerospace industry
with global accreditations.

2. Technology enabled and scalable end-to-end capabilities

3. Strategically located in aerospace Special Economic Zone

4. Well-positioned to capitalize on industry tailwinds

5. Track record of consistent financial performance

Objects of the issue
Net proceeds of the fresh issue (Rs.400 Cr.) towards funding the following objects

1. Repayment/ prepayment, in full or part, of certain borrowings availed of by the Company (Rs.110
Cr.)

2. Funding working capital requirements of the Company (Rs.160 Cr.)

3. Investment in the wholly owned Subsidiary, Raneal Advanced Systems Private Limited, to fund its
capital expenditure expenses (Rs. 44.88 Cr.) and

4. General corporate purposes

Offer for sale of Equity Shares aggregating upto Rs. 100 Cr. Company will not receive any proceeds
from the Offer.

OUR VIEW

DCX Systems is the leading manufacture of electronic sub-systems and cable harnesses in India. It is
among the preferred Indian Offset Partners for the defence and aerospace industry with global
accreditations. The growing Indian landscape for defence and aerospace serves as a key opportunity
for the company.

Company’s topline and bottom-line has improved between FY20 to FY22 at CAGR 56.64% and 160%
respectively. EBITDA margin has improved from 4.75% in FY20 to 11.05% in FY22. The firm’s Net Profit
margin has been in the range of 2 to 5.85%.

The issue is priced at a P/BV of 13.00 based on its NAV of Rs.15.92 as of June 30, 2022. At the higher
price band of Rs.207,the IPO is reasonably priced at post issue at 31 times FY22 earnings
(consolidated) which is within the Industry P/E range from 32x to 85x. If we annualize Q1FY23 earnings,
then the asking price is at a P/E of around 72x. There are listed peers like BDL trading at P/E 32x
(Lowest) and Paras Defence trading at P/E 84x (Highest) and industry average P/E is 62x.

The growing Indian landscape for defence and aerospace serves as a key opportunity for the Company.
The Indian government has banned defence based imports that will boost indigenous manufacturing
within India. DCX Systems is preferred IOP for foreign OEMs for executing defence manufacturing
projects. With strong rise in topline, decent margins, good airstrip for growth and reasonable
valuations, Investors can apply with long-term horizon.
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Brief Financials

PARTICULARS Xin Million
As at June 30, 2022 FY ‘22 FY ‘21 FY’20
(Consolidated) (Consolidated) (Standalone) (Standalone)
Total Income 2,202.54 11,243.34 6,832.42 4,652.29
Total Expenditure 2,137.83 10,487.79 6,434.36 4,523.62
EBITDA 173.56 838.73 100.80 305.13
Profit before Tax 64.71 755.55 3,98.06 1,28.67
Profit after Tax 55.68 656.08 295.58 97.44
E.P.S. [diluted (Rs.)] 0.72* 9.19 4.22 1.39
P/E (x) (Diluted) - 39 - -
RONW (%) 4.52%* 55.79 63.18 56.75

* Not annualised.

PRICE CHART (@ X 72)

LOT SIZE | Amount
207 14,904
414 29,808
621 44,712
828 59,616
1035 74,520
1242 89,424
1449 104,328
1656 119,232
1863 134,136
2070 149,040
2277 163,944
2484 178,848
2691 193,752

Please go through the RHP for salient features.

Indicative Time Table

Tentative Events Indicative Dates

Finalisation of Basis of Allotment with the Designated Stock Exchange 07/11/2022
Initiation of refunds/unblocking ASBA Fund 09/11/2022
Credit of Equity Shares to demat accounts of Allottees 10/11/2022
Commencement of trading of the Equity Shares on the Stock Exchanges 11/11/2022
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Disclaimer

This report has been furnished to you for your general information only & should not be reproduced, re-circulated, published in any media, website or otherwise,
in any form or manner, in part or as a whole, without the express consent in writing of Sushil Financial Services Private Limited. This Research Report is meant
solely for use by the original recipient to whom it is sent & is not for circulation. Any unauthorized use, disclosure or public dissemination or copying of information
(either whole or partial) contained herein is prohibited.

This Report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual
clients. The recommendations, if any, made herein are expression of views &/or opinions & should not be deemed or construed to be neither advice/offer for the
purpose of purchase or sale of any securities mentioned herein. Past performance is not a guide for future performance, future returns are not guaranteed.
Opinions expressed herein are subject to change without notice. Investor should rely on information/data arising out of their own investigations. Investors are
advised to seek independent professional advice & arrive at an informed trading/investment decision before executing any trades or making any investments.

The price & value of the investments referred to in this material & the income from them may go down as well as up, & investor may realize losses on any
investments. This Report has been prepared on the basis of publicly available information, internally developed data & other sources believed by us to be reliable.
Sushil Financial Services Private Limited or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy,
completeness, adequacy & reliability of such information / opinions / views. None of the directors, employees, affiliates or representatives of company shall be
liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages/loss etc. whatsoever from the information/opinions/views
contained in this Report & investors are requested to use the information contained at their risk. We do not undertake to advise you as to any change of our views
expressed in this Report.

Sushil Financial Services Private Limited (SFSPL) & its connected companies, & their respective Directors, Officers & employees or their relative, may have a long or
short position in the subject companies mentioned in the report & it may not be construed as potential conflict of interest with respect to any recommendation &
related information & opinions. Reports based on technical & derivative analysis center on studying charts company’s price movement, outstanding positions &
trading volume, as opposed to focusing on a company’s fundamentals &, as such, may not match with a report on a company’s fundamental analysis.

SFPSL has different business segments/Divisions with independent research separated by Chinese walls catering to different set of customers having various
objectives, risk profiles, investment horizon, etc. & therefore may at times have different contrary views on stocks sector & markets. Research Report may differ
between SFSPL’s RAs on account of differences in research methodology, personal judgment & difference in time horizons for which recommendations are made.
User should keep this risk in mind & not hold - SFSPL, its employees & associates responsible for any losses, damages of any type whatsoever.

This Report is not intended to be a complete statement or summary of the securities, market or developments referred to in this document. SFSPL or its affiliates
or employees are under no obligation to update the information. SFSPL or its affiliates or employees shall not be in any way responsible & liable for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. SFSPL or its affiliates &/or its employees may have
financial interest in the subject companies. SFSPL or its affiliates & /or employees may have beneficial ownership of one per cent or more securities of the subject
company, at the end of the month immediately preceding the date of publication of the research report.

SFSPL or its associates or its Research Analyst have not received any compensation or other benefits from the subject companies or third party in connection with
the research report. SFSPL/its Associates/ Research Analyst/ his Relatives may have any other material conflict of interest at the time of publication of the research
report.

SFSPL/its Associates/ Research Analyst/ his Relatives have not managed or co-managed public offering of securities, have not received compensation for
investment banking or merchant banking or brokerage services, have not received any compensation for product or services other than investment banking or
merchant banking or brokerage services from the subject companies in the last twelve months.

There are no material disciplinary action that been taken by any regulatory authority impacting equity research analysis activities.

SFSPL SEBI Research Analyst (RA) No: INHO00000867
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