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Nagging supply chain issues bog down performance; long-term prospects intact 

Bharat Dynamics’ (BDL) Q1FY25 EBITDA was below estimates. Key points: 1) Q1FY25 performance took a hit owing 
to supply chain issues amid the ongoing Russia-Ukraine war and conflicts in Middle-East region. 2) Incurred EBITDA 
losses of INR 523mn due to unabsorbed fixed cost. 3) Net profits shrank to INR 72mn, bogged down by the EBITDA 
dip and other income receding. 4) Indian Air Force (IAF) has given clearance to DRDO and BDL to produce 200 Astra 
air-to-air missiles for its Su-3O and LCA Tejas fighter aircraft. Management has guided for revenue growth of 30–35% 
for FY25 and margins in the range of 15–20%. At CMP, we believe that risk-reward appears favourable. We upgrade 
BDL to BUY (earlier Add) at an unchanged TP of INR 1,745 (DCF-based methodology).  

Supply chain disruptions impinge earnings 
BDL’s Q1FY25 revenue plunged 36.5% YoY while the company reported loss 
at EBITDA level. Key points: 1) Q1FY25 performance continued to be impacted 
by supply chain issues due to the ongoing Russia-Ukraine war and conflicts in 
Middle-East region. 2) Gross margin improved to 83.1%, led by inventory 
changes. 3) Loss of INR 523mn at the EBITDA-level on account of higher 
unabsorbed fixed cost. 4) Employee cost increased by 8.7% YoY. 5) Other 
income narrowed 25.2% YoY to INR 804mn. 6) Net profits nosedived 82.7% 
YoY to INR 72mn. We expect BDL’s performance to improve by H2FY25 as 
management envisages most of these issues to get ironed out by the later part 
of Q2FY25. In its recent interaction with investors, management outlined its 
focus on improving share of exports to ~25% (now 10%), increasing R&D 
spend to 9% of revenue (now 4%), and ensuring better inventory 
management.    

Solid prospects in store 
IAF has recently given the nod to DRDO and BDL to produce 200 Astra air-to-
air missiles for its Su-3O and LCA Tejas fighter aircraft (Link). Separately, the 
final testing of Astra MK-II shall be completed soon. Management (during an 
earlier interaction with investors) has guided for revenue growth of 30–35% 
for FY25, while margins may be in the 15–20% range with an order inflow 
expectation of INR 15–20bn p.a. followed by a big order every 3–4 years. 

 
 

 

Financial Summary 

Y/E March (INR mn)     FY23A FY24A FY25E FY26E 
Net Revenue 24,894 23,693 31,600 41,600 
EBITDA 4,082 5,366 5,778 7,834 
EBITDA Margin (%) 16.4 22.6 18.3 18.8 
Net Profit 3,522 6,127 6,231 8,213 
EPS (INR) 9.6 16.7 17.0 22.4 
EPS % Chg YoY (34.0) 74.0 1.7 31.8 
P/E (x) 149.3 85.8 84.4 64.0 
EV/EBITDA (x) 119.3 90.1 80.5 57.9 
RoCE (%) 8.1 10.5 10.5 13.1 
RoE (%) 11.8 18.6 17.3 20.4 
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Market Data 

Market Cap (INR) 526bn                                                  
Market Cap (USD) 6,261mn 
Bloomberg Code BDL IN 
Reuters Code BARA BO 
52-week Range (INR) 1,795 /450 
Free Float (%) 25.0 
ADTV-3M (mn) (USD) 69.1 

 
 

Price Performance (%) 3m 6m 12m 

Absolute 53.5 56.0 151.0 
Relative to Sensex 43.4 44.7 130.2 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

Previous Reports 

28-06-2024: Company Update   
31-05-2024: Q4FY24 results review 

 

 

 

https://www.indiatoday.in/india/story/indian-air-force-navy-drdo-bdl-astra-missile-tejas-2576878-2024-08-05
https://sbsmail.icicisecurities.com/CRMPortal/ResearchDownload.aspx?Pid=BGH0yHBCPTU%3d&Cid=ubrMarXuxi0%3d&fName=N%2bumepzEXf3wo%2fO%2frANtqblfT83aXZGwVSwf7ZMCt10%3d&typ=APSSeVhmQ%2b8%3d
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Outlook: Earnings to pick up H2FY25 onwards 

Management believes that the Russia-Ukraine war and conflicts in the Middle-Eastern 
region continued to affect supply chain, leading to delay in receipt of inputs, which has 
impacted BDL’s Q1FY25 performance. Management expects most of these issues to 
be resolved by the later part of Q2FY25. Hence, we expect H2FY25 to be markedly 
better. In FY26E, we expect revenue growth to be primarily driven by the execution of 
3rd and 4th regiment of Akash while margins are likely to be slightly lower, as execution 
of weapon systems entails a higher component of bought-out items. We expect (as 
guided by management earlier) yearly order inflow of INR 15–20bn, apart from the 
large orders of INR 150–200bn every 3–4 years. Its order book, as on end-FY24, stood 
at INR 195bn, implying book/bill of 8.2x ttm. We remain positive on management’s 
previous guidance of doubling revenue over the next five years and reaching INR 
100bn in the next ten years. In our view, the recent price erosion in BDL’s stock is an 
opportunity to BUY as medium-term prospects remain solid with the Indian 
government making attempts to boost the rocket force. We upgrade BDL to BUY 
(earlier Add) at an unchanged TP of INR 1,745 (DCF-based methodology). 

Key risks 

 Delay in receipt of components and parts due to the ongoing Israel-Palestine 
skirmish. 

 Execution delay in key platforms such as SAMs and torpedoes. 

 Higher LD provisioning. 

 
 BDL Q1FY25 performance review 

(INR mn) Q1FY25 Q1FY24 % Chg YoY Q4FY24 % Chg QoQ FY24 FY23 % Chg YoY 

Sales 1,878  2,957  (36.5) 8,486  (77.9) 23,693  24,894  (4.8) 
Other operating income 34  20   56      

Total Sales 1,912  2,977  (35.8) 8,541  (77.6) 23,693  24,894  (4.8) 
Cost of materials 1,751  1,774  (1.3) 6,267  (72.1) 11,200  12,103  (7.5) 
CWIP (1,429) (531) NM (3,420) NM (2,226) (190) 1,069.5  
Gross Margin 1,589  1,734  (8.4) 5,695  (72.1) 14,719  12,981  13.4  
(%) 83  58   67  24.7  62  52  19.1  
Employee Costs 1,471  1,353  8.7  1,537  (4.3) 6,000  5,325  12.7  
(%) 77  45  69.2  18  327.5  25  21  18.4  
Other Expenses 642  708  (9.4) 993  (35.4) 3,354  3,574  (6.2) 
(%) 34  24  41.1  12  188.6  14  14  (1.4) 
Total Expense 2,435  3,304  (26.3) 5,377  (54.7) 18,327  20,812  (11.9) 
EBITDA (523) (327) NM 3,164  (116.5) 5,366  4,082  31.4  
Margin (%) (27.4) (11.0)  37.0   23  16   

Adjusted EBITDA (523) (327) 60.0  1,535      

Other Income 804  1,074  (25.2) 885  (9.2) 3,618  1,554  132.8  
Interest 12  8   8   31  45   

Depreciation 157  169   163   670  773   

Exceptional Items                          -                         -                          -        

PBT 112  571  (80.3) 3,879  (97.1) 8,282  4,818  71.9  
Tax 40  153   991   2,155  1,296   

PAT 72  418  (82.7) 2,888  (97.5) 6,127  3,522  74.0  
 

Source: I-Sec research, Company data 
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 Shareholding pattern   Price chart 

 % Dec‘23 Mar‘24 Jun‘24 

Promoters 74.9 74.9 74.9 
Institutional investors 16.5 15.4 12.6 
  MFs and others 9.3 7.9 5.7 
  FIs/Banks 0.0 0.0 0.2 
  Insurance 3.6 4.0 3.6 
  FIIs 3.6 3.5 3.1 
Others 8.6 9.7 12.5 

 

 

 

Source: Bloomberg 
 

Source: Bloomberg 
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Financial Summary 

 Profit & Loss 
(INR mn, year ending March) 

Source Company data, I-Sec research 

 Balance sheet 
(INR mn, year ending March) 

Source Company data, I-Sec research 

 Quarterly trend 
(INR mn, year ending March) 

Source Company data, I-Sec research 
 

  FY23A FY24A FY25E FY26E 

     
Net Sales 24,894 23,693 31,600 41,600 
Operating Expenses 20,812 18,327 25,822 33,766 
EBITDA 4,082 5,366 5,778 7,834 
EBITDA Margin (%) 16.4 22.6 18.3 18.8 
Depreciation & Amortization 773 670 729 769 
EBIT 3,309 4,695 5,048 7,065 
Interest expenditure 45 31 45 45 
Other Non-operating 
Income 

1,554 3,618 3,326 3,960 

Recurring PBT 4,818 8,282 8,330 10,980 
Profit / (Loss) from 
Associates 

- - - - 

Less: Taxes 1,296 2,155 2,099 2,767 
PAT 3,522 6,127 6,231 8,213 
Less: Minority Interest - - - - 
Extraordinaries (Net) - - - - 
Net Income (Reported) 3,522 6,127 6,231 8,213 
Net Income (Adjusted) 3,522 6,127 6,231 8,213 

  FY23A FY24A FY25E FY26E 

Total Current Assets 76,001 92,390 1,00,845 1,17,424 
of which cash & cash eqv. 38,589 42,285 60,477 71,998 
Total Current Liabilities & 
Provisions 

22,064 30,062 35,500 47,039 

Net Current Assets 53,938 62,329 65,346 70,385 
Investments - - - - 
Net Fixed Assets 7,011 7,253 7,423 7,554 
ROU Assets - - - - 
Capital Work-in-Progress 743 729 729 729 
Total Intangible Assets 1,074 984 984 984 
Other assets 1,330 1,338 1,338 1,338 
Deferred Tax Assets 564 707 707 707 
Total Assets 64,661 73,339 76,527 81,697 
Liabilities     
Borrowings - - - - 
Deferred Tax Liability - - - - 
provisions - - - - 
other Liabilities 32,546 36,971 36,971 36,971 
Equity Share Capital 1,833 1,833 1,833 1,833 
Reserves & Surplus 30,282 34,535 37,724 42,894 
Total Net Worth 32,115 36,368 39,557 44,727 
Minority Interest - - - - 
Total Liabilities 64,661 73,339 76,527 81,698 

 Sep-23 Dec-23 Mar-24 Jun-24 

Net Sales 6,158 6,016 8,541 1,912 
% growth (YOY) 15.2 30.3 7.0 (35.8) 
EBITDA 1,340 1,187 3,164 -523 
Margin % 21.8 19.7 37.0 (27.4) 
Other Income 783 876 885 804 
Extraordinaries - - - - 
Adjusted Net Profit 1471 1350 2888 72 

 
 Cashflow statement 

(INR mn, year ending March) 

Source Company data, I-Sec research 

 Key ratios 
(Year ending March) 

Source Company data, I-Sec research 

  FY23A FY24A FY25E FY26E 

Operating Cashflow 21,601 4,117 22,180 15,508 
Working Capital Changes 19,213 (275) 15,175 6,481 
Capital Commitments (1,083) (809) (900) (900) 
Free Cashflow 20,518 3,308 21,280 14,608 
Other investing cashflow (10,628) (6,415) - - 
Cashflow from Investing 
Activities 

(11,710) (7,224) (900) (900) 

Issue of Share Capital - - - - 
Interest Cost (31) (17) (45) (45) 
Inc (Dec) in Borrowings (13) (15) - - 
Dividend paid (1,669) (1,452) (3,042) (3,042) 
Others - - - - 
Cash flow from Financing 
Activities 

(1,714) (1,484) (3,087) (3,087) 

Chg. in Cash & Bank 
balance 

8,176 (4,591) 18,193 11,521 

Closing cash & balance 10,827 5,938 60,477 71,998 

  FY23A FY24A FY25E FY26E 

Per Share Data (INR)     
Reported EPS 9.6 16.7 17.0 22.4 
Adjusted EPS (Diluted) 9.6 16.7 17.0 22.4 
Cash EPS 11.7 18.5 19.0 24.5 
Dividend per share (DPS) 8.3 8.3 8.3 8.3 
Book Value per share (BV) 87.6 99.2 107.9 122.0 
Dividend Payout (%) 86.4 49.7 48.8 37.0 
     
Growth (%)     
Net Sales (11.6) (4.8) 33.4 31.6 
EBITDA (43.8) 31.4 7.7 35.6 
EPS (INR) (34.0) 74.0 1.7 31.8 
     
Valuation Ratios (x)     
P/E 149.3 85.8 84.4 64.0 
P/CEPS 122.4 77.3 75.5 58.5 
P/BV 16.4 14.5 13.3 11.8 
EV / EBITDA 119.3 90.1 80.5 57.9 
P / Sales 21.1 22.2 16.6 12.6 
Dividend Yield (%) 0.0 0.0 0.0 0.0 
     
Operating Ratios     
Gross Profit Margins (%) 52.1 62.1 51.5 48.5 
EBITDA Margins (%) 16.4 22.6 18.3 18.8 
Effective Tax Rate (%) 26.9 26.0 25.2 25.2 
Net Profit Margins (%) 14.1 25.9 19.7 19.7 
NWC / Total Assets  (%) - - - - 
Net Debt / Equity (x) (1.2) (1.2) (1.5) (1.6) 
Net Debt / EBITDA (x) (9.5) (7.9) (10.5) (9.2) 
     
Profitability Ratios     
RoCE (%) 8.1 10.5 10.5 13.1 
RoE (%) 11.8 18.6 17.3 20.4 
RoIC (%) 45.3 (964.8) (34.0) (29.3) 
Fixed Asset Turnover (x) 1.9 1.7 2.2 2.7 
Inventory Turnover Days 276 283 148 171 
Receivables Days 28 44 32 35 
Payables Days - - - - 
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