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Target X 485 (18%) Target Period: 12 months BUY

October 26, 2026

Execution drives growth; acquisitions add scale

About the stock: Apollo Micro Systems Ltd (AMSL) is an electronic, -
electromechanical, and engineering design, manufacturing, and supplies company. apollo microsystems
It designs, develops, and sells high-performance, mission and time-critical along with
COTS solutions to Aerospace, Defence, Space, MoD and the private sector

Particulars Amount

e Consolidated order backlog stands at X 1765 crore as of Sep-26
. Market Capitalisation (X Crore) 15,496
Investment Rationale: FY26 Gross Debt (X Crore) 532.4
e Strong capabilities in developing niche products: Apollo is an electronicsand  FY26 Cash (X Crore) 156
engineering company developing mission-critical solutions for aerospace, E\zlgei::e}l_ & 46;5/'%3
defence and space applications. Its capabilities span guidance and control  “gqiity Capital 357

electronics, missile systems, underwater systems, sensors and other critical ~ Face Value

subsystems. The company caters to DRDO, defence PSUs and private- _

sector integrators, with esta_bllshed _part|C|pc1t|on in |nd.|g.enous defer_lce Dec-25 Mar-26  Jun-26 Sep-26
programmes. Strong execution during Q2FY27 and rising production

. . . . (e Promot . . ) )
requirements support its ability to scale existing capabilities and pursue F|r|°m° er 5:2 5;2 532 528
opportunities across new platforms Bii 1'3 1'8 1'7 1'5

e Deep technology base and programme participation create entry barriers: Others 418 426 407 . 426

Company’s design capabilities, R&D investments and long qualification

cycles support its position in complex defence programme in critical 60000 500

electronic subsystems for MIGM and select QRSAM systems, alongside 50000 o0

opportunities in Pinaka, heavyweight torpedoes and other strategic 40000 b

programmes. The company is also participating in the production partner 30000 250

selection process for the 120km Pinaka variant and in the development of 20000 -

Pralay. The proposed Shauryastra venture adds another avenue to develop 10000 égo
; . : 0 0

complete weapon systems, including longer-range platforms, taking Apollo

m 4 S ¢ ¥ O W 1w L YW O © kD
. E . - - N N N N N N N N N N N N N
beyond its traditional subsystem-supplier role. 55 f} 385 5} 355 } 33

e Expanding order pipeline and vertical integration can drive the next leg of B5E MDCAR(LHS) APOLLO MICRO SYSTENS (RHS)

growth: The order book reached 1,765 crore in Q2FY27, with management

targeting over X2,000 crore by FY27-end, excluding MIGM (2000 -2500 _
crore). Potential orders across QRSAM, Pinaka and torpedoes provide - Dependent on govt contracts
additional opportunities, although timelines remain dependent on High working capital requirement

procurement decisions. The expanded third manufacturing unit, along with
in-house testing facilities, is expected to improve production capacity and

reduce execution bottlenecks. The proposed acquisition of Premier _

Explosives and ongoing turnaround at IDL Explosives can broaden the

iii. Availability of key raw materials

group’s capabilities across portfolio, supporting its ambition to move Vijay GOT' . N
towards integrated weapon systems vijay.goel@icicisecurities.com
Rating and Target Price: Kush Bhandari
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e Company’s earnings growth is expected to remain robust in the coming

period, led by strong execution. We are yet to factor in the consolidation of
Premier explosives in our estimates for FY27E/FY28E as we wait for
completion of mandatory open offer of additional 26% stake in PEL

¢  We maintain BUY on AMSL with a TP of X 485 (based on 60x P/E to
consolidated FY28E EPS & X 67/share to Premier Explosives)

Key Financials (% Crore) FY24 FY25 Fr26 2 Yf:\;zcﬁgg FY27E Frage  ? T:\?Z' Gc_g\gg
Revenues 372 562 904 56.0 1562 2,378 622
EBITDA 84 129 218 613 341 587 64.0
EBITDA margin (%) 226 230 241 218 247
Net Profit 31 56 107 857 146 313 708
Diluted EPS (Rs) 0.7 12 24 32 6.9
P/E (x) 4785 2644 1387 11258 60.0
EV/EBITDA (x) 1869 1220 727 50.7 269
RoCE (%) 10.3 125 11.0 65 10.4
ROE (%) 6.0 9.3 82 49 63

Source: Company, ICICI Direct Research
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Q2FY27 result summary

Revenue from operations grew 72.3% YoY (+54.5% QoQ) to X388.1 crore,
driven by improved execution and consolidation of IDL explosives

EBITDA increased 87.8% YoY (+106.9% QoQ) toX111.2 crore, with EBITDA
margin expanding 238 bps YoY (+727 bps QoQ) to 28.6% indicating higher
execution of better margin contracts during the quarter. PAT grew 53.7%
YoY (+80.0% QoQ) to X46.2 crore

For H1FY27, revenue increased 78.2% YoY to X639.4 crore, EBITDA rose
64.7% to X164.9 crore, while EBITDA margin contracted 212 bps YoY to
25.8% and PAT grew 49.6% to X71.4 crore

Q2FY27 call highlights

Management expects FY27E revenue standalone growth of 35-45%,
supported by continued execution across existing defence programmes
and production orders. The company expects to sustain its growth
momentum through H2FY27E, with several production, R&D and limited-
series orders under execution

Consolidated order book stood at a record 1,765 crore as of Sep-26.
Management expects it to exceed X2,000 crore by FY27E, excluding the
anticipated MIGM order (X2000-2500 crore)

The MIGM production order is expected by Feb—-Mar 2027, with user trials
completed and a 20% advance payment provision. Apollo is the sole
established supplier of key electronic subsystems and sensors for the
programme.

For QRSAM, the government is considering allocating a portion of the
missile requirement to private-sector players. Management expects
opportunities in select subsystems, including nomination-based orders,
given the company’s established development and qualification track
record.

Pinaka-related orders for the 80km variant are expected by Dec-26, with
quotations already submitted. The 120km variant is still awaiting
finalisation of production partners, and the company is participating in the
selection process.

A fast-track order for around 30 heavyweight torpedoes is expected to be
finalised in Nov-26, with delivery required within nine months. A larger
requirement of around 125 torpedoes is also expected subsequently.
Management indicated potential subsystem orders exceeding X100 crore
linked to a recently placed BDL (Varunastra heavy weight) torpedo order.

The first phase of the third manufacturing unit is operational, with the
expanded facility expected to be substantially larger than the current
capagcity. In-house EMC and navigation-system testing facilities are being
installed to reduce dependence on external facilities and improve
production timelines.

Management expects export orders to start contributing from FY28E as
additional capacity becomes available. The company continues to invest in
R&D and manufacturing infrastructure to support higher production
volumes and its transition towards larger weapon systems.

The newly formed Shauryastra Defence Systems venture will focus on
developing complete weapon systems, including longer-range platforms.
Company holds a 34% stake in the venture, with development to be
undertaken through the entity and production expected to be handled by
Apollo.

IDL Explosives remains in a transition phase, with management expecting
profitability to improve over the next few quarters through cost
rationalisation, improved margins in commercial and industrial explosives,
and expansion of its explosive’s infrastructure.
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e The CCl has approved the Premier Explosives transaction, clearing the way
for the open offer process. Management intends to provide a consolidated
strategy and business outlook after completion of the acquisition, with
further investments planned to scale the group’s energetics capabilities.

Particulars Q2FY27 Q2FY26 YoY (%) Q1FY27 QoQ (%) Comments H1FY27 H1FY26 YoY (%)
Execution remained

Operating Income 388.1 2253 723 251.3 54.5 strong and further 639.4 358.8 54.0
driven by consolidation

Other income 35 3.2 2.2 57.2 5.8 45

Total Revenue 3917 228.4 253.5 54.5 645.2 363.4

Raw materials costs 2459 155.6 169.7 449 415.5 237.6

Employees Expenses 14.7 6.3 13.8 6.2 28.5 12.0

Other Expenses 16.4 4.1 14.1 16.5 30.5 9.0

Total Expenditure 277.0 166.0 197.6 40.2 474.5 258.6

EBITDA 111.2 59.2 87.7 53.7 106.9 164.9 100.2 54.7
Margins improved with

EBITDA margins (%) 28.6 26.3 235bps 21.4 726 bps strong execution of 258 27.9 102 bps
better margin contracts

Interest 14.6 10.1 10.7 36.5 254 20.1

Depreciation 7.6 4.7 7.6 0.1 15.2 9.2

Tax 46.3 145 125 272.0 58.8 229

PAT 46.2 33.0 39.7 252 83.0 714 52.5 331

Source: Company, ICICI Direct Research
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Financial summary
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(XCrore) FY25 FY26 FY27E FY28E (XCrore) FY25 FY26 FY27E FY28E
Revenue 562 904 1,562 2378 Profit after Tax 56 107 146 313
% Growth 51.2 60.9 72.7 52.2 Depreciation 15 22 34 43
Other income 2.9 6.3 9.1 114 Interest 34 47 107 104
Total Revenue 562 904 1,562 2378 Cash Flow before WC chg 106 177 286 460
% Growth 51.2 60.9 727 52.2 Changes in inventory (167) (195) (446) (355)
ch::sl Raw Material 397 608 1,008 1,641 Changes in debtors 3) (243) (204) (260)
Changes in loans &
Employee Expenses 22 37 62 74 Advqr?ces (0) 2 4) (5)
other expenses 14 41 61 76 Changes in other CA (50) (107) (69) (60)
;(Ogggé)ifjrl:tmg 433 686 1,221 1,792 Net Incr in Current Assets (221) (542) (723) (680)
o P Changes in creditors 111 102 277 344
erating Pro
(EgITDA)g 129 218 341 587 Changes in provisions 0 1 1 1
% Growth 54.0 68.9 56.3 72.0 Net Inc in Current Liabilities 121 145 307 387
Interest 34 47 107 104
PBDT o8 177 243 494 Net CF from Op activities 7 (220) (129) 167
Depreciation 15 22 34 43
PBT before Exceptional 83 155 210 451 Chg in deferred tax assets - - - -
Items ur)/Sale of Fixed Assets
(Pur)/Sale of Fixed A (88) (290) (185) (200)
Total Tax 26 47 64 138 Net CF from Inv activities (87) (439) (2,691) (203)
PAT before M| 56 107 146 313
PAT 56 107 146 313 Dividend and Dividend Tax () ®) (10) (11)
% Growth 81.0 90.6 35.8 114.9 Net CF from Fin Activities 122 753 2,741 62
Diluted EPS 1.2 2.4 3.2 6.9
Source: Company, ICICI Direct Research Net Cash flow 42 94 (79) 26
Opening Cash/Cash Eq 21 62 156 77
Closing Cash/ Cash Eq 62 156 77 102
Source: Company, ICICI Direct Research
(X Crore) FY25 FY26 FY27E FY28E
Equity Capital 30.6 35.7 394 45.1 (Year-end March) FY25 FY26 FY27E FY28E
Reserve and Surplus 576 1,277 2,918 4,892 Diluted EPS 1.2 2.4 3.2 6.9
Total Shareholders 607 1313 2,957 4937 Cash per Share 1.7 4.4 19 23
funds BV 17.0 36.8 75.0 109.4
S;Eﬁlrn"e‘g“ Current 27 7.0 70 7.0 Dividend per share 0.0 0.2 0.3 0.3
Total Deb 331 535 Tees 365 Dividend payout ratio 3% 8% 7% 4%
otal Debt : EBITDA Margin 230 241 218 247
Total Liabilities 983 1,907 4,901 5,381 PAT Margin 100 116 o3 155
Gross Block 246 445 677 907 e 9' 3 sl 5 4' 5 6' 3
Acc: Depreciation 73 130 164 207 RoCE 12'5 11'0 6.5 10'4
Net Block 172 315 513 700 i 13'0 11'6 6'5 10'4
Capital WIP 72 196 150 120 : : : :
Tatp'li_ i oo s oo e LEV/EBITDA 122.0 72.7 50.7 26.9
B P/E 264.4 138.7 1128 60.0
Non Current Assets 21 40 2,547 2,550 EV 7 Net Sales 580 e T Py
Inventory 601 795 1,241 1,596 - : : : :
Sales / Equity 0.9 0.7 0.5 0.5
Debtors 238 481 685 945
Market Cap / Sales 27.6 17.1 9.9 6.5
Loans and Advances 8 5 9 14 5
Price to Book Value 245 11.3 5.6 3.8
Other Current Assets 120 227 297 357
Asset turnover 0.6 0.5 0.3 0.4
Cash 62 156 77 102 -
Debtors Turnover Ratio 2.4 25 2.7 29
Total Current Assets 1,029 1,665 2,309 3,014 . -
R Creditors Turnover Ratio 25 2.7 3.0 29
Current Liabilities 280 382 659 1,003 -
- Debt / Equity 0.5 0.4 0.6 0.1
Provisions 2 5 5 5 -
Total Comos Current Ratio 3.4 3.7 3.2 2.8
u
Liabilities 316 461 769 1155 Quick Ratio 13 17 1.4 13
Net Current Assets 713 1,204 1,540 1,859 Source: Company, ICICI Direct Research
Total Assets 983 1,907 4,901 5,381
Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct Research

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey

ICICI Securities | Retail Research
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ANALYST CERTIFICATION

I/We, Vijay Goel, PGDBM, Kush Bhandari, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report
accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific
recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report
in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stockbroker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stockbroker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

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

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock’s price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for
securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as an entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of
one percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Atrtificial Intelligence tools for preparation of this Research Report
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