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Q3FY23 Result Highlights Important Statistics
> Major segements delivering strong growthwith higher MCAP (X bn) 72.3
contribution from production contracts suporting margins - 52 Week H/L (%) 1480 / 575
Revenue grew 155% YoY (~+89% QoQ) to ¥1,118.1mnlargely led by NSE Code DATAPATTNS
robust growth in both production and development contracts that grew to BSE Code 543428
%727mn (147% YoY) and %313mn (449% YoY) respectively. Revenue from
service contracts de-grew by ~11% YoY to ¥78mn. Revenue composition Shareholding Pattern Dec’22 (%)
during Q3FY23 - DRDO (36%), HAL (17%), MoD (25%), DoS (3%), Promoters 45.8
Brahmos (5%), and Export (13%). EBTIDA was up 202% YoY to I470mn, DIIs 7.9
mainly due to higher revenue growth and operational efficiencies. Overall, FIIs 2.3
EBITDA margins stood at 42% v/s 35.6%, which was mainly led by Public 44.0
operating leverage, even as base quarter had high margin orders under
e>.<ecut|on. Gross margins were sharply down by 2150 bps YoY, but were FrerEEE
slightly better than past 3 quarters.
(¥ mn) 2
>  Contribution from development contracts to increase — Currently, Particulars FY19  FY20 FY21  FY22 N
. o L
development orders .constltu.te 60 /f’ of order book and with incremental Revenue 1311 1561 2240 3,109 2
ban on imported equipment, it can rise further. Currently, company has two
) o i EBITDA 256 432 920 1,410
developmental orders for radars for space surveillance which is strategically :
) U ) EBITDA 19.5 276 41.1 45.4 0
important and DRDO has outsourced full radar for the first time. The size of ] Qo
. . . . . Margin (%) s
the radar is downsized by 20 times of actual size and these electronics ) -+
) o , ! X Net Profit 77 210 556 940
blocks will be multiplied during final order. Previously, development EPS (2) 15 a1 . - -
contracts used to have longer execution cycle, but given a lot of o ' ' ' ' o
development are already done the execution time will be shorter for these LAk - i o —~ 5
fract RoCE (%) 10.8 18.5 26.3 19.0 D
contracts. P/E (x) 936.6 3435  130.1 76.9 .
» Margin dependent on revenue mix — the management guided gross EV/EBITDA >
margins typically range between 62- 65% going forward in all 3 types on (x) 2836  168.9 78.9 50.1
contracts, with gross margins being highest in service contracts. Going P/BV (x) 54.2 47.1 34.8 12.6 rg
forward margins would largely depend on the revenue mix as margins -
would be lower if company undertakes more integration projects or large Particulars FY23E FY24E FY25E %
production contracts with foreign OEMs. However, currently it intends to
o . . Revenue 4,378 5,909 7,087 ©
maintain margins at 40% as most of the contracts are on single vendor )
. N . EBITDA 1,613 2,379 2,931
basis, where it enjoys better margins. -
EBITDA 36.8 40.3 41.4 4]
> Robust order book and inflows — Order book grew by 54% YoY to Margin (%) ’ ’ ’ 8
%8.9bn (2x TTM sales), as order inflows reported a sharp jump to %1.6bn, Net Profit 1,613 2,379 2,931 o)
up 310% YoY. Further, orders worth ¥1.2bn have been negotiated and will EPS (%) 22.6 30.8 37.8 ct
be booked in Q4FY23. Major orders received during the quarter were a) RoE (%) 19.1 20.9 21.4 <
Radar (DRDO and BEL, Development and production) for ¥70mn, b) EW RoCE (%) 25.2 26.1 26.4 ®
(DRDO, Development) for ¥240mn, c) Avionics and Navy (HAL and AAI, P/E (x) 61.7 45.2 36.9
Production) for ¥750mn, and d) Others (Brahmos, Production) for ¥570mn. EV/EBITDA
The company expects Himshakti EW system and Arudhra radar to be x) 41.6 29.9 25.1
finalised in FY24, as the main order is yet to be placed on BEL. P/BV (x) 10.7 8.7 7.1
> Order inflow buoyant, annual guidance stepped up — Management <0u/ce: Company, Way2wealth

increased their FY23 revenue growth guidance to 40-45% from 24-30%
earlier and maintain 25-30% growth in FY24, as it could get order inflows
worth ¥20-30bn over the next 3-4 years. Further, the company highlighted
that it is likely to book orders worth %¥1.5-2bn in Q4FY23, which have been
negotiated already. Also, orders like Himshakti, Arudhra radar are in the
final stages and should come to the company on back-to-back basis after
BEL gets the main order, as these are single vendor contracts. Further, the
company is nominated for Dornier upgrades and company is also bidding
for Ashwani radar which would provide opportunities going ahead.
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»  Working capital higher in order to avoid disruption: Management
highlighted that cash conversion cycle of 350-360 days is mainly due to
higher inventory and receivables. Higher inventory was mainly due to
earlier procurement of key components as availability remains a challenge
for the company. The company is buying material for orders likely to be
executed in FY23 and FY24 as there are some long lead items. Going
forward, with ease in raw material supplies, they intend to maintain
working capital in the range of 280-300 days, but it will ease out gradually.

> Fund raise to address upcoming opportunities — Management
highlighted that company is considering raising ¥5bn in equities in order to
address the upcoming opportunities as macro environment remains
buoyant from the perspective of 3-5 years. The fund would be utilized in
NWC, capex and test infra to build scale for coming years. Currently, about
¥300mn has been spent for new facility and the focus at this facility would
be on testing equipment, in order to address more complex systems. Going
forward, expansion would be on the basis of orders received and company
intends to fund expansion through internal funds, while large orders would
cover the cost of setting up the project.

> Plans to build nano satellites — The management highlighted that
company wants to build and expand facilities for in-house design,
manufacture and testing of satellites. It has experience of nearly a decade
in this space and has recently made and investment of %¥20-30mn to
develop products for Pixxel. Further, they highlighted that company has
capabilities of military grade satellites and has also supplied ground station
equipment. Going forward, they intend to invest further in this area as new
tenders are coming up.

View

Data Patterns delivered very strong revenue in Q3FY23 led by both production
and development contracts. It is among the few vertically integrated defence and
aerospace electronics solutions provider catering to the indigenously developed
defence products industry. The management increased their FY23 revenue
growth guidance to 40-45% from 25-30% earlier and guided for further 25-30%
growth in FY24, while maintaining EBITDA margins at 40%. The company
expects orders totalling?20-30bn to be booked over next 3-4 years (majorly
radars and EW systems). It has taken board approval to raise equity funds
uptoz5bn, to capture opportunities arising in large system integration space and
fund NWC/capex requirements to build scale. As the share of development orders
for the company increases, the company is likely to witness rising share of
electronics in defence and entry in new segments which will aid the company to
achieve incremental growth. Hence, we continue to recommend it as a BUY
stock trading at 36.9x FY25E EPS of ¥37.8.
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FINANCIAL PERFORMANCE
(% mn)
Particulars Q3FY23 Q3FY22 YoY (%) Q3FY23 QoQ (%) 9MFY23 9MFY22 YoY (%)
Revenue 1,118.1 438.4 155.0 592.2 88.8 2,683.5 1,402.9 91.3
Cost of Matl 453.2 127.6 255.2 182.4 148.5 1,202.8 389.6 208.7
Inventory Changes (76.9) (74.3) 3.5 (7.8) 885.9 (275.2) (126.2) 118.1
Employee Cost 184.9 170.5 8.4 146.0 26.6 551.3 451.7 22.1
Other Exps 86.5 58.7 47.4 66.0 31.1 220.1 153.5 43.4
EBITDA 470.4 155.9 201.7 205.6 128.8 984.5 534.3 84.3
EBITDA Margin (% ) 42.1 35.6 651 34.7 735 36.7 38.1 (140)
Other Income 18.5 7.0 164.3 3.0 516.7 54.0 14.2 280.3
Depreciation 21.1 17.3 22.0 15.2 38.8 62.2 46.9 32.6
Interest Cost 21.4 26.5 (19.2) 26.0 (17.7) 49.1 74.6 (34.2)
PBT 446.4 119.1 274.8 167.4 166.7 927.2 427.0 117.1
Tax 113.2 29.5 283.7 38.5 194.0 241.1 105.2 129.2
Net Profit 333.2 89.6 271.9 128.9 158.5 686.1 321.8 113.2
EPS () 6.4 1.7 271.9 2.8 132.8 13.2 6.9 92.1
As % of Sales Q3FY23 Q3FY22 YoY(BPS) Q2FY23 QoQ (BPS) 9MFY23 9MFY22 YoY (BPS)
Raw Matl cost 33.7 12.2 2,150 29.5 417 34.6 18.8 1,579
Gross Margin 66.3 87.8 (2,150) 70.5 (417) 65.4 81.2 (1,579)
Employee Cost 16.5 38.9 (2,235) 24.7 (812) 20.5 32.2 (1,165)
Other Exps 7.7 13.4 (565) 11.1 (341) 8.2 10.9 (274)

Source: Company, Way2Wealth
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Revenue mix skewed towards production contracts in Q3FY23,+115% YoY

(%) Q4FY21 Qi1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23
Production contracts 80 87 82 67 60 46 72 65
Development contracts 14 12 10 13 37 45 25 28
Services contracts 6 1 8 20 3 9 3 7

Source: Company, Way2Wealth

Order Inflow stood at ¥1,633mn,+3.3x YoY in Q3FY23

(%) Q4FY21 Q1FY22 Q2FY22 g3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23
Production contracts 83 86 83 68 60 46 16 78
Development contracts 13 13 10 13 37 45 84 20
Services contracts 4 1 7 19 3 9 - 2

Source: Company, Way2Wealth

Order book stood at ¥8.9bn

(%) Q4FY21 Q1FY22 Q2FY22 Q3FY22 Q4FY22 Qi1FY23 Q2FY23 Q3FY23
Production contracts 80 75 67 65 62 61 34 38
Development contracts 6 11 21 22 25 26 59 56
Services contracts 14 14 12 13 13 13 7 6

Source: Company, Way2Wealth
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Product contribution (%) in Q3FY23 Client contribution (%) in Q3FY23
AMC 7 BEL 0.2
Automatic Test Equipment (ATE) 12 Brahmos 5
Avionics _ 18 DoS 3
zTP/ Serylc::_s 1‘; MoD 25

ommunications
Electronic Warfare 17 BRDG BB
IFF _ HAL 17
Naval System - Export 13
Radar 30 DRO -
Radar Processor 1 Navy 0.36
Services = Others -

Source: Company, Way2Wealth
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FINANCIALS & VALUATIONS

(emn)

Production 839 1,452 1,702 2,114 2,385 2,519 2,917
YoY Growth (%) 73.1 17.2 24.2 12.8 5.6 15.8
Development 367 - 358 777 1,584 2,889 3,552
YoY Growth (%) (100.0) NM 116.9 103.8 82.4 22.9
Service 105 109 179 218 409 501 618
YoY Growth (%) 4.2 64.0 215 88.0 2.5 23.4
Revenue 1,311 1,561 2,240 3,109 4,378 5,909 7,087
YoY Growth (%) 16.1 19.1 43.5 38.8 40.8 35.0 19.9
EBITDA 256 432 920 1,410 1,613 2,379 2,931
EBITDA Margin (% ) 19.5 27.6 41.1 45.4 36.8 40.3 41.4
Net Profit 77 210 556 9240 1,171 1,599 1,962 2
YoY Growth (%) 71.6 172.6 164.1 69.1 24.6 36.5 22.7 N
EPS ) 1.5 4.1 10.7 18.1 22.6 30.8 37.8 2
ROE (%) 5.8 13.7 26.7 16.4 19.1 20.9 21.4 r
RoCE (%) 10.8 18.5 26.3 19.0 25.2 26.1 26.4 )
Debtor Days 287 270 254 233 241 238 232 z
Inventory Days 241 186 120 141 153 147 141 -
Creditor Days 44 56 33 82 43 38 33 8
Cash Balances 371 15 88 1,771 2,231 3,216 3,641 wn
FCF 138 120 377 121 118 431 864 ?
P/E (x) 936.6 343.5 130.1 76.9 61.7 45.2 36.9 >
EV/EBITDA (x) 283.6 168.9 78.9 50.1 41.6 29.9 25.1
P/BV (x) 54.2 47.1 34.8 12.6 10.7 8.7 7.1 Q
Net Debt/Equity (x) 0.2 0.4 0.1 0.3) (0.2) (0.1) (0.1) E
Source: Company, Way2Wealth A~
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Disclaimer

Analyst Certification: |, Jayakanth Kasthuri, the research analyst and author of this report, hereby certify that the views expressed in this research
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence
and objectivity in making any recommendations.

It is confirmed that Jayakanth Kasthuri, the author of this report has not received any compensation from the companies mentioned in the report in
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other
business. Neither Way2Wealth 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 profits that may arise from or in connection with the use of the information
contained in this report.

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.
Way2Wealth 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. The contents of this material are general and are neither comprehensive nor
appropriate for every individual and are solely for the informational purposes of the readers. This material does not take into account the specific
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth 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.
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may
be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves
about, and observe any such restrictions.
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The report is based upon 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. Way2Wealth or any of its affiliates or employees makes no warranties,
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a
particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions
in it. Way2Wealth 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. The recipients of this report should rely on their own investigations. In no event
shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost
profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but
are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable
political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an
offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of
this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have
interest in securities / positions, financial or otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement DATA PATTERNS (INDIA) LTD (DPL) as on 01 February 2023
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Name of the Security DATA PATTERNS (INDIA) LTD (DPL)
Name of the analyst Jayakanth Kasthuri
Analysts’ ownership of any stock related to the information
contained
Financial Interest
Analyst : No -
Yes ( 5 shares, Date of Buying - 31 Jan 2023)

Analyst’s Relative : Yes / No

Analyst’s Associate/Firm : Yes/No No
Conflict of Interest No
Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained

Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.
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