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Cyient DLM Ltd

Growth trajectory on track

m Cyient DLM posted 1QFY25 revenue of Rs2,579m, up 19% YoY. The EBITDA
margin declined by 145bp YoY to 8%, mainly due to operating deleverage.

m The gross margin improved by 30bp YoY and PAT also increased by 98% YoY
to Rs106m.

= We maintain our estimates for FY25F/26F, respectively. Retain ADD rating on
the stock with a target price of Rs1,049.

Supply chain problems led to lower-than-expected revenue growth
For Cyient DLM, almost 60% of the revenue is from exports. Due to supply chain problems
resulting from the Israel-Hamas war, the company faced problems in procurement of raw
materials from Israel, thus resulting in shifting some 1QFY25 revenue to 2QFY25F.
However, the issue has been resolved completely, and the company is expected to
continue its growth trajectory for FY25F. This lower-than-expected revenue growth also
resulted in operating deleverage, which resulted in 140bp of EBITDA margin decline YoY.
However, the gross margin improved by 30bp. As the revenue numbers start trending
upwards from 2QFY25F, the margins will also continue their upward trend.

Concern over flattish order book; ramp-up expected in 2HFY25F
Cyient DLM’s order book stood at Rs 21,267m, which was flattish QoQ. We expect Cyient
DLM to execute Rs4,000m of Bharat Electronics’ orders by the end of FY25F. Hence,
excluding that, the company needs to win incremental orders for its growth prospects in
FY26F and beyond. We expect Cyient DLM to win incremental orders in the coming
quarters due to the prevailing macroeconomic tailwinds in the aerospace and defence
space owing to Russia-Ukraine and Israel-Hamas wars. The prospects of a Republican
win in the US presidential elections aren’t a major risk, as most Cyient DLM’s clients are
European, and we do not see any major change in fiscal spending by European countries
on aerospace and defence.

Cyient DLM is high-conviction pick; retain ADD with a TP of Rs1,049
We maintain Cyient DLM’s revenue/ EBITDA/PAT estimates for FY25F/26F. We believe
that Cyient DLM will benefit from the policy tailwinds in the defence space in India and
Europe. This, coupled with inorganic opportunities in the medical segment and new client
wins in the industrial segment, will lead to a robust growth of 30%+ in the next couple of
years. The air taxi optionality could also play out by FY27F, as Honeywell’s largest client
Lilium vies for type certification by the end of CY24F. This could result in an incremental
order inflow of Rs27bn by FY27F. Thus, we value Cyient DLM at 45x FY26F EPS to arrive
at a target price of Rs1,049. Key downside risks: Any slowdown in order execution due to
the prevailing supply chain problems owing to geopolitical conflicts, coupled with the
slowdown in order wins due to policy shifts by European countries.

Financial Summary Mar-22A Mar-23A Mar-24A Mar-25F Mar-26F
Revenue (Rsm) 7,205 8,320 11,918 16,428 21,458
Operating EBITDA (Rsm) 840 878 1,109 1,796 2,600
Net Profit (Rsm) 398 317 611 1,206 1,867
Core EPS (Rs) 75 6.0 7.7 15.2 235
Core EPS Growth 237.2% (20.3%) 28.3% 97.5% 54.8%
FD Core P/E (x) 101.73 127.59 99.44 50.34 32.53
DPS (Rs) 0.0 0.0 0.0 0.0 0.0
Dividend Yield 0.00% 0.00% 0.00% 0.00% 0.00%
EV/EBITDA (x) 50.21 47.79 51.83 32.24 21.90
P/FCFE (x) 53.84 (48.13) (7.61) (47.03) 1,807.41
Net Gearing 222.3% 74.2% (35.5%) (27.2%) (31.1%)
P/BV (x) 52.50 20.46 6.68 5.90 4.99
ROE 69.4% 23.1% 11.0% 12.4% 16.6%
% Change In Core EPS Estimates 7.04% 12.19%

InCred Research/Consensus EPS (x)
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Key conference-call takeaways

Cyient DLM had four new logo wins in 1QFY25. One was from a global
semiconductor company, which will be providing EMS services. Another is a
defence opportunity while the other one is in the medtech area focused on
diagnostic equipment for the global market, and then from yet another large
defence and aerospace company.

The company expects medtech business to start ramping up significantly in the
coming quarters, as is visible with the new logo wins in this space.

The company faced an EBITDA margin decline due to temporary supply chain
problems in 1QFY25, which are expected to be resolved from 2QFY25F and
beyond, resulting in a ramp-up of revenue.

Even though net working capital or NWC days declined to 171 days in 1Q, the
company expects to reach 100 days in NWC by the year-end.

The company has almost US$1bn of enquiries in the pipeline, which the
company expects to convert into orders in the coming quarter.

Figure 1: Margin analysis

Margin Analysis 1QFY25 1QFY24 YoY bp chg 4QFY24 QoQ bp chg
Raw material costs 74.7% 75.0% -24 76.1% -139
Employee expenses 12.7% 11.3% 147 9.9% 285
Other expenses 4.8% 4.6% 22 3.5% 130
EBIDTA margin 7.8% 9.2% -145 10.5% -276
EBIT margin 8.6% 7.4% 120 11.1% -248
PAT margin (%) 4.1% 2.5% 164 6.3% -218
Effective tax rate (%) 25.2% 23.3% 187 25.9% -74
Figure 2: Quarterly earnings snapshot for 1QFY25F
1QFY25 1QFY24 YoY (%) 4QFY24 QoQ (%)
Net Sales 2,579 2,172 18.8% 3,618 -28.7%
COGS 1,927 1,628 18.4% 2,754 -30.0%
Employee expenses 328 244 34.2% 357 -8.1%
Other expenses 124 99 24.5% 127 -2.2%
Total expenses 2,379 1,972 20.7% 3,238 -26.5%
EBITDA 200 200 0.0% 380 -47.5%
Other income 89 9 874.9% 83 7.0%
Depreciation 67 48 38.6% 62 7.2%
EBIT 222 161 38.1% 401 -44.7%
Interest 80 91 -11.6% 94 -14.8%
PBT before Eol 142 70 102.6% 307 -53.9%
PBT 142 70 102.6% 307 -53.9%
Tax expenses 36 16 118.9% 80 -55.2%
PAT 106 54 97.6% 227 -53.4%
EPS 1.34 0.68 2.87
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BY THE NUMBERS
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Profit & Loss
(Rs mn) Mar-22A Mar-23A Mar-24A Mar-25F Mar-26F
Total Net Revenues 7,205 8,320 11,918 16,428 21,458
Gross Profit 1,766 1,868 2,719 3,696 4,828
Operating EBITDA 840 878 1,109 1,796 2,600
Depreciation And Amortisation (193) (194) (223) (243) (244)
Operating EBIT 648 684 886 1,553 2,356
Financial Income/(Expense) (220) (315) (344) (222) (170)
Pretax Income/(Loss) from Assoc.
Non-Operating Income/(Expense) 80 63 278 288 320
Profit Before Tax (pre-El) 507 432 820 1,619 2,506
Exceptional Items
Pre-tax Profit 507 432 820 1,619 2,506
Taxation 109 114 209 413 639
Exceptional Income - post-tax
Profit After Tax 398 317 611 1,206 1,867
Minority Interests
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 398 317 611 1,206 1,867
Recurring Net Profit 398 317 611 1,206 1,867
Fully Diluted Recurring Net Profit 398 317 611 1,206 1,867
Cash Flow
(Rs mn) Mar-22A Mar-23A Mar-24A Mar-25F Mar-26F
EBITDA 591 511 1,044 1,862 2,750
Cash Flow from Invt. & Assoc.
Change In Working Capital (329) (229) (1,676) (1,593) (845)
(Incr)/Decr in Total Provisions
Other Non-Cash (Income)/Expense 158 140 53
Other Operating Cashflow
Net Interest (Paid)/Received 175 267 69 (66) (150)
Tax Paid (109) (168) (195) (413) (639)
Cashflow From Operations 485 521 (705) (209) 1,116
Capex (84) (76) (4,277) (282) (282)
Disposals Of FAs/subsidiaries
Acq. Of Subsidiaries/investments
Other Investing Cashflow (240) (1,343)
Cash Flow From Investing (324) (1,419) (4,277) (282) (282)
Debt Raised/(repaid) 591 57 (1,669) (800) (800)
Proceeds From Issue Of Shares 889 6,694
Shares Repurchased
Dividends Paid
Preferred Dividends
Other Financing Cashflow (130) (205) (235) 66 150
Cash Flow From Financing 461 740 4,790 (734) (650)
Total Cash Generated 622 (158) (192) (1,225) 183
Free Cashflow To Equity 752 (841) (6,651) (1,291) 34
Free Cashflow To Firm (13) (1,165) (5,051) (425) 983
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BY THE NUMBERS...cont’d

Balance Sheet

(Rs mn) Mar-22A Mar-23A Mar-24A Mar-25F Mar-26F
Total Cash And Equivalents 1,218 1,676 5,366 4,141 4,324
Total Debtors 1,552 1,653 2,259 3,016 3,939
Inventories 2,696 4,251 4,642 5,491 6,290
Total Other Current Assets 475 896 992 1,350 1,764
Total Current Assets 5,941 8,475 13,259 13,997 16,317
Fixed Assets 1,756 1,593 1,879 1,918 1,956
Total Investments 3 895 807 807 807
Intangible Assets
Total Other Non-Current Assets 69 84 89 89 89
Total Non-current Assets 1,829 2,572 2,775 2,814 2,852
Short-term Debt
Current Portion of Long-Term Debt
Total Creditors 1,925 2,853 3,200 4,276 5,585
Other Current Liabilities 2,141 3,070 1,605 900 882
Total Current Liabilities 4,066 5,923 4,805 5,176 6,467
Total Long-term Debt 2,932 3,145 2,138 1,338 538
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities
Total Non-current Liabilities 2,932 3,145 2,138 1,338 538
Total Provisions
Total Liabilities 6,998 9,068 6,943 6,514 7,005
Shareholders Equity 771 1,979 9,090 10,296 12,163
Minority Interests
Total Equity 771 1,979 9,090 10,296 12,163
Key Ratios

Mar-22A Mar-23A Mar-24A Mar-25F Mar-26F
Revenue Growth 14.7% 15.5% 43.2% 37.8% 30.6%
Operating EBITDA Growth 82.9% 4.5% 26.4% 62.0% 44.7%
Operating EBITDA Margin 11.7% 10.6% 9.3% 10.9% 12.1%
Net Cash Per Share (Rs) (32.42) (27.79) 40.71 35.34 47.74
BVPS (Rs) 14.59 37.43 114.63 129.85 153.39
Gross Interest Cover 2.95 2.17 2.58 6.99 13.84
Effective Tax Rate
Net Dividend Payout Ratio
Accounts Receivables Days 95.92 68.89 59.36 57.60 57.38
Inventory Days 142.59 196.48 176.41 145.25 129.29
Accounts Payables Days 128.33 135.13 120.07 107.16 108.21
ROIC (%) 19.5% 20.0% 13.1% 17.4% 23.3%
ROCE (%) 20.2% 15.5% 10.8% 13.6% 19.4%
Return On Average Assets 11.0% 8.3% 9.5% 13.4% 18.2%
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completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including
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confidential sources at the time made. (Information barriers and other arrangements may be established where necessary to prevent conflicts of
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duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among
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