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Strong core performance in Q1FY25 inline with management
estimates — Revenue grew 16% YoY (- 42.9% QoQ) to %1,040.8mn due
to robust performance in core segment and delivery of executed orders
inline with management estimates.Gross margin expanded YoY from 62.2%
to 72.3% on account lower RM cost. EBITDA margin grew YoY from 31%
to 35.7%. Other income grew 6% YoY to ¥123.1mn due to bank deposits
and MF investments made by the company. PAT grew 26.9% YoY to
%327.9mn as the focus is on in-house development of strategic products for
which it has already spent ¥540mn out of the QIP amount of 34.88bn
raised.

The company has moved up the value chain by developing comprehensive
systems using reusable building blocks and leveraging existing strengths. It
has delivered COMINT & ELINT systems and self-protection suits for land,
mobile and fighter reconnaissance aircraft & aerostats, which have huge
potential and expects orders for these platforms in the coming years, hence
has guided of revenue growth of 20-25% and margin of 35-40% for FY25.

Revenue mix for Q1FY25 — 58% was from production contracts,
31% from development contracts and 11% from services.

Products wise revenue mix for Q1FY25 — Radars contributed 13%,
Automated Test Equipment (ATE) contributed 7%,Electronic warfare
contributed 32%, Avionics at 28%, FCS at 7% and balance was from
others.

The management is positive on its futures orders considering, the Indian
government allocation of ¥6.2tn towards the Defence sector for FY25, the
highest ever defence budget, representing 12.9% of total budget. The
Defence budget includes %1.7tn for capital outlay, with Z1.1tn specifically
for domestic capital procurement. The government is aiming for an annual
defence production target of ¥3tn and exports of ¥500bn by end-FY29.

Order book as on 30 June 2024 was at ¥10.171bn of which 43%
was from production contracts, 53% from development contracts
and 4% from services.

Order inflow de-grew 36.8% YoY to ¥I381mn, on anticipated lines
due to elections, of which 54% was from Production contracts,
40% from development contracts and the rest from service.
Historically, it has seen the bulk of its revenue come in Q4, but for FY25, it
anticipates a stronger performance in 2HFY25 compared to 1HFY25.

The company received orders worth ¥264.3mn from DRDO, including
service contracts and radar from Department of Space (DoS) worth ¥24mn
and an export order in Avionics worth ¥20mn.

Management anticipates an order inflow of ¥10bn for FY25. The majority of
these orders are expected in 2HFY25 and it will include repeat orders for
radars, electronic warfare, avionics and communication systems. The
company is working with DRDO on various programs, particularly in the
areas of communication & electronic warfare (EW) systems like COMINT &
ELINT systems. It anticipates repeat orders when they are in the
production phase. It is developing an order for underwater systems in
collaboration with DRDO labs NPOL and NSTL, focusing on Sonar &
torpedoes, with delivery expected in FY25/26. It views huge potential from
the Sukhoi-30 upgrade and Uttam like Radars products.
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Sensex 81,664
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Financials %’
(¥ mn)
Particulars FY21 FY22 FY23 _l_,.
Revenue 2,240 3,109 4,535 ‘g.
EBITDA 920 1,410 1,718 =1
EBITDA Margin (%) 41.1 45.4 37.9 -
Net Profit 556 940 1,718 ®)
EPS (%) 9.9 16.8 22.1 5
ROE (%) 26.7 16.4 10.6 ()
ROCE (%) 26.3 19.0 12.5 I
P/E (x) 327.2 193.5 146.7 >
EV/EBITDA (x) 197.9 127.7 102.7
P/BV (x) 81.1 29.3 15.6 o
E.
Particulars FY24  FY25E  FY26E 9_
Revenue 5,198 6,624 8,397
EBITDA 2,216 2,787 3,395 g
EBITDA Margin (% ) 42.6 42.1 40.4 -
Net Profit 2,216 2,787 3,395 w
EPS (3) 32.4 42.7 51.8 O
ROE (%) 13.7 16.8 17.9 2
RoCE (%) 15.3 18.7 17.6 -+
P/E (x) 100.1 76.1 62.7 2‘
EV/EBITDA (x) 80.3 63.8 53.0 [())
P/BV (x) 13.7 11.7 9.8
Source: Company, Way2wealth
Relative Performance
Returns (%) 1Yr 3Yr 5Yr
DPIL 62.2 NA NA
Nifty 50 26.4 53.4 1271
Sensex 22.9 55.3 120.6

Source: Company, Way2Wealth
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»  The company has ~+100 export orders, mainly from the UK, Israel, South
Korea and Europe.lt is trageting larger opportunities in Radars,EW,
Communications. It is targeting some large European orders in the
forthcoming quarters.Radar delivery for Europe and South Korea will start
in Q3FY25. It is looking at opportunities within India and Exports of Civil
and defence products.

»  The company is shifting from using DRDO's building blocks to directly
addressing the Ministry of Defence (MoD) requirements. This involves
developing and participating in tenders for full systems rather than partial
components, focusing on larger orders and comprehensive systems.The
company is focusing on developing various radar systems, including fire
control radars, expanded radar capabilities and smaller radars for UAVs
while ensuring cost competitiveness through in-house intellectual property
(IP). It is also sprucing up its electronic warfare products and military
communication equipment to meet the needs of the Army, Air Force and
Navy, to reduce reliance on imports and enhance indigenous capabilities.
Increased intangible assets to ¥400mn due to product development for
better market presence. It's experiencing delays in fulfilling orders for HAL
and BEL, specifically for machine computers & avionics.

»  The focus on reducing component imports and increasing the use of in-
house-manufactured products as it prioritises IP protection and
cybersecurity to improve margins. It maintains strict internal controls,
including extensive firewalls, mirrored servers and regular third-party
security audits.

»  The company is Net debt free with Cash and investments worth ¥6.7bn as
on 30Jun24.

View

Data Patterns has made a good start to FY25 and is expecting repeat orders of
its developed products which is likely to enable it have a topline growth of 20-
25%, considering it is a prominent player in the domestic defence and aerospace
sector and is set to garner a larger share on the back of its indigenous products,
order book and executing capabilities. It is increasing focus on new products to
execute future large orders. Export market is another major opportunity in the
future with a relatively small order book currently. The management is confident
on maintaining margin of 35-40%. The company has strategically positioned
itself from component/subsystem level production to whole system level
production as the share of development orders increases and with directly
addressing the Ministry of Defence (MoD) requirements it is likely to get larger
orders which improve the margins aiding the company to achieve incremental
growth on a long term basis. Hence, we recommend it as a ACCUMULATE
stock trading at 62.7x FY26E EPS of ¥51.8.
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FINANCIAL PERFORMANCE

(¥ mn)

Particulars Q1FY25 Q1FY24 YoY (%) Q4FY24 QoQ (%) FY24 FY23 YoY (%)
Revenue 1,040.8 896.9 16.0 1,822.9 (42.9) 5,198.0 4,534.5 14.6
Cost of Matl 415.1 402.4 3.2 507.1 (18.1) 1,808.2 1,941.4 (6.9)
Inventory Changes (126.7) (63.7) (98.9) 4.6 (2,854.3) (157.0) (232.2) 32.4
Employee Cost 287.5 218.9 31.3 265.1 8.4 989.9 794.9 24.5
Other Exps 93.1 61.0 52.6 115.9 (19.7) 340.7 312.4 9.1
EBITDA 371.8 278.3 33.6 930.2 (60.0) 2,216.2 1,718.0 29.0
EBITDA Margin (%) 35.7 31.0 469 51.0 (1,531) 42.6 37.9 475
Other Income 123.1 116.1 6.0 122.8 0.2 460.3 92.2 399.2
Depreciation 30.9 28.4 8.8 69.5 (55.5) 161.3 84.5 90.9
Interest Cost 29.5 17.2 71.5 30.3 (2.6) 93.3 77.4 20.5
PBT 434.5 348.8 24.6 953.2 (54.4) 2,421.9 1,648.3 46.9
Tax 106.6 90.5 17.8 242.2 (56.0) 605.0 408.4 48.1
Net Profit 327.9 258.3 26.9 711.0 (53.9) 1,816.9 1,239.9 46.5
EPS R) 5.9 4.6 26.9 12.7 (53.9) 32.4 23.9 35.8
As % of Sales Q1FY25 Q1FY24 YoY(BPS) Q4FY24 QoQ (BPS) FY24 FY23 YoY (BPS)
Raw Matl cost 27.7 37.8 (1,005) 28.1 (36) 31.8 37.7 (593)
Gross Margin 72.3 62.2 1,005 71.9 36 68.2 62.3 593
Employee Cost 27.6 24.4 322 14.5 1,308 19.0 17.5 151
Other Exps 8.9 6.8 214 6.4 259 6.6 6.9 (33)

Source: Company, Way2Wealth
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Revenue mix skewed towards Production contracts in Q1FY25

(%) Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25
Production contracts 67 60 46 72 65 56 54 37 69 52 58
Development contracts 13 37 45 25 28 41 39 59 26 46 31
Services contracts 20 3 9 3 7 2 7 4 5 2 11

Source: Company, Way2Wealth

Order Inflow stood at ¥381mn,-71.3% YoY in Q1FY25

(%) Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 0Q4FY24 Q1FY25
Production contracts 68 43 98 16 78 22 61 64 43 86 54
Development contracts 13 52 0 84 20 77 38 34 55 8 40
Services contracts 19 5 2 - 2 1 1 2 1 6 7

Source: Company, Way2Wealth

Order book stood at310.171bn,+5.2% YoY in Q1FY25

(%) Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25
Production contracts 65 56 61 34 38 31 33 59 63 45 43
Development contracts 22 38 26 59 56 64 62 37 33 51 53
Services contracts 13 6 13 7 6 5 5 4 4 4 4

Source: Company, Way2Wealth

Product contribution (%) in Q1FY25 Client contribution (%) in Q1FY25
EW 32 DRDO 35
Radar 13 Brahmos 15
ATE 7 Exports 4
Avionics 28 BEL 9
Communications 11 HAL 19
FCS 7 Others 18

Naval Systems ,AMC& Others 2

Source: Company, Way2Wealth
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FINANCIALS & VALUATIONS
(T mn)
Production 839 1,452 1,702 2,114 2,993 2,807 3,387 3,809
YoY Growth (%) 73.1 17.2 24.2 41.6 (6.2) 21.2 12.5
Development 367 - 358 777 1,315 2,183 2,999 4,297
YoY Growth (%) (100.0) NM 116.9 69.2 66.0 36.9 43.3
Service 105 109 179 218 227 212 238 291
YoY Growth (%) 4.2 64.0 21.5 4.2 (6.4) 12.1 22.3
Revenue 1,311 1,561 2,240 3,109 4,535 5,198 6,624 8,397
YoY Growth (%) 16.1 19.1 43.5 38.8 45.9 14.6 27.4 26.8
EBITDA 256 432 920 1,410 1,718 2,216 2,787 3,395
EBITDA Margin (%) 19.5 27.6 41.1 45.4 37.9 42.6 42.1 40.4
Net Profit 77 210 556 940 1,240 1,817 2,391 2,901 2
YoY Growth (%) 71.6 172.6 164.1 69.1 31.9 46.5 31.6 21.3 N
EPS R) 1.4 3.8 9.9 16.8 22.1 32.4 42.7 51.8 2
ROE (%) 5.8 13.7 26.7 16.4 10.6 13.7 16.8 17.9 :
RoCE (%) 10.8 18.5 26.3 19.0 12.5 15.3 18.7 17.6 JQ
Debtor Days 287 270 254 233 308 280 281 248 Z
Inventory Days 241 186 120 141 155 187 148 127 =y
Creditor Days 44 56 33 82 92 111 113 102 8
Cash Balances 371 15 88 1,771 5,478 3,927 5,532 6,597 $
FCF 138 120 377 140 (567) 934 1,771 2,606 .
P/E (x) 2,355.6 864.0 327.2 193.5 146.7 100.1 76.1 62.7 >
EV/EBITDA (x) 712.0 422.6 197.9 127.7 102.7 80.3 63.8 53.0
P/BV (x) 126.4 109.8 81.1 29.3 15.6 13.7 11.7 9.8 g
Net Debt/Equity (x) 0.2 0.4 0.1 (0.3) (0.5) (0.3) (0.3) (0.2) (-."'
Source: Company, Way2Wealth ~
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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.

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 (DPIL) as on 31 July 2024
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Name of the Security DATA PATTERNS (INDIA) LTD (DPIL)

Name of the analyst Jayakanth Kasthuri

Analysts’ ownership of any stock related to the information

contained

Financial Interest

Analyst - Yes (5 shares, Date of Buying - 31 Jan 2023
Analyst’s Relative : Yes / No st (5 shares, Date of Buying an )
Analyst’s Associate/Firm : Yes/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.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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