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Strong execution; order inflows remain key trigger
About the stock: Zen Technologies (ZTL) designs develop and manufacture A

being there TECHNOLOGIES LIMITED

combat training solutions and Counter-drone solutions for defence and security
forces. It is actively involved in the indigenization of technologies, which are
beneficial to Indian armed forces, state police forces, and paramilitary forces

Particular Amount

e The consolidated order book stands at X1,376 crore as of Sep-26 o
Market Capitalisation (X Crore) 15,298
Investment Rationale: FY26 Gross Debt (X Crore) 3.4
FY26 Cash (X Crore) 355
e Strong execution capability and order visibility support sustained revenue  EV (% Crore) 15,118
growth: Company reported its revenue of X345 crore in Q2FY27, (+98.8% 52 Week H./L ®) 2044 /1223
YoY), in-line with management guidance from Q1FY27 through revenue ig:'et)\’/gz':'t“' 91"8

spillover and operational scalability. The company has significantly _
improved its execution capabilities through operational streamlining and S

process improvements, with management indicating that it can comfortably Dec-25 Mar-26 Jun-26 Sep-26
handle a doubling of its current execution scale. The consolidated order book  Promoter 485 485 485 485
stands at 1,376 crore (1.6x TTM revenue) as of Sep-26, including Fll 5.5 6.0 6.5 6.6
equipment orders of 994 crore, while quarterly order inflows of 482 crore PM 79 ..ol 104 108
exceeded execution of X345 crore. Management remains comfortable with Others 381 354 346 341
FY27 revenue of X1,200-1,300 crore and believes the company could scale _
towards X2,200-2,300 crore, subject to timely order inflows, particularly  4s000 - - 3,000
from the upcoming Fast Track Procurement (FTP) process. The company ;‘;’333 - 2,500
expects equipment orders to be executed within 12-18 months, providing 30000 - - 2,000
scope for faster revenue growth as procurement activity picks up 22333 ] - 1500
e Expanding technology portfolio and R&D investments strengthen long- oo ] 1,000
term growth prospects: Zen continues to expand its portfolio across 5000 500
simulation, counter-drone systems, robotics, Al and command-and- ° D II T VLN 88 g 30
control technologies, supported by an increasing focus on in-house s5c33588%zs88%s
product development. The company spent around 12% of revenue on R&D — bse oot  ENTECHNOLOGES (RHS)

in FY26 and expects a similar level of investment in FY27, with more than
235 patents filed to date. Its counter-drone systems address an estimated
70-80% of the market, with key components, including radars, jammers
and command-and-control systems, developed in-house. The company is ii. High working capital requirement
also developing next-generation products such as HyperStrike interceptor il Competition and Technological risk
drones, which are expected to start contributing from FY28, with

production capacity being built for 1.8 lakh units annually. Further, _

acquisitions such as Cogknit Semantics are expected to strengthen its

i Dependent on govt contracts
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Vijay Goel
capabilities in Al-led command-and-control systems, while its naval vijJa;I.goel@icicisecurities.com
simulator portfolio offers an additional opportunity across domestic and
international markets. Kush Bhandari

. . kush.bhandari@icicisecurities.com
Rating and Target Price:

e ZTL is strongly positioned to capture a significant pie of increasing demand
of anti-drone systems & other new-age warfare requirements as execution
scales up and the revenue mix increasingly tilts toward high-yield contracts.

e  We maintain BUY on ZTL with a TP of X 2170 (valued at 40x P/E on FY28E)

) . 3-year CAGR 2-year CAGR
Key Financials (X Crore) FY23 FY24 FY25 FY26 (FY23-26) FY27E FY28E (FY26-28E)
Revenues 219 440 974 688 46.5 949 1,708 57.6
EBITDA 73 181 374 247 50.4 335 608 56.9
EBITDA margin (%) 33.2 41.1 384 36.0 35.3 35.6
Net Profit 50 130 299 218 63.4 286 488 49.7
EPS (Rs) 6.3 15.4 33.2 24.2 318 54.3
P/E (x) 281.4 113.0 51.9 71.2 54.0 317
EV/EBITDA (x) 210.8 84.7 39.0 61.1 45.2 25.0
RoCE (%) 22.0 39.8 23.3 15.8 17.8 24.8
RoE (%) 14.7 27.4 17.2 11.1 12.9 18.1

Source: Company, ICICI Direct Research
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Q2FY27 Result Summary

Revenue increased by 98.8% YoY (+143.7% QoQ) to X 345.1 crore in
Q2FY27 in-line with management's guidance

EBITDA margin increased by (94 bps YoY, +1,090 bps QoQ) to 38.2%, while
EBITDA grew 103.9% YoY (+240.9% QoQ) to X132.0 crore. PAT increased
64.7% YoY (+219.9% QoQ) to X101.9 crore

For, H1FY27, revenue grew 46.7% YoY to X486.8 crore, while EBITDA
increased 31.9% to X170.7 crore, with EBITDA margin contracting 394 bps
YoY to 35.1%. PAT grew 16.4% YoY to X133.7 crore

Q2FY27 highlights

Management expects FY27 revenue of 31,200-1,300 crore to be
comfortably achievable and reiterated its long-term operational EBITDA
margin guidance of mid-30%. However, margins may vary depending on
the product mix, with anti-drone systems generally carrying higher
margins than simulators.

The company expects healthy execution in H2FY27, supported by the
existing order book and improved execution capabilities. Management
indicated that the operational processes have been streamlined, enabling
the company to handle a significantly higher volume of orders without
major execution bottlenecks.

Consolidated order book stood at X1,375.7 crore (1.6x TTM revenue) as of
Sep’26, comprising equipment orders of X994 crore and EMC orders of
X380.7 crore. During the quarter, the company executed X345.1 crore of
orders and secured fresh inflows of X481.8 crore

Management expects around X400 crore of simulator orders, although the
ordering process has taken longer than anticipated. Counter-drone orders
are expected to be the major source of incremental inflows, with Fast Track
Procurement (FTP) tenders likely to be floated over the coming weeks. The
earliest major order awards are expected in Q4FY27, with some possibility
of spillover into Q1/Q2FY28.

The earlier X4,000 crore revenue aspiration over FY27-FY28E remains
linked to timely government procurement and order inflows across
simulators and counter-drone systems. Management reiterated confidence
in its execution capabilities but indicated that the timing of order placement
remains uncertain; the order book will be the key indicator of revenue
visibility.

The company is investing in next-generation defence technologies, with
R&D expenditure expected to remain around 12% of revenue in FY27, like
FY26. Investments are focused on Al, robotics, anti-drone systems and
upgrades to existing products, with the objective of developing globally
competitive, India-owned technologies. The company has applied for over
235 patents.

Zen is developing its command-and-control capabilities through the
acquisition of Cogknit Semantics, which brings advanced Al and battlefield
situational-awareness technology. The platform is initially focused on
improving real-time visibility of tanks and can potentially be extended to
infantry and air-defence applications. Management expects this business
to become a meaningful contributor over the next five years.

The company is expanding its counter-drone portfolio to address
requirements across battlefield and critical infrastructure protection.
Management indicated that its systems, including radars, detection,
jamming, electro-optical sensors and command-and-control solutions, are
designed and developed in-house. The company is also working on
counter-drone solutions for tanks and infantry, while the HyperStrike
interceptor is undergoing internal trials.
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e HyperStrike is expected to see its first orders in FY28, followed by a gradual
production ramp-up in FY29. The company is building capacity of up to
15,000 units per month, or 1.8 lakh units annually, at an assumed average
price of around US$10,000 per unit. Initial production is expected to begin
at around 600 units per month, with further scaling dependent on order
inflows.

e The naval simulation business has expanded following the acquisitions of
ARl and Anawave, which together provide capabilities across submarine,
fast-craft and other marine simulators. The company is taking these
offerings to global navies through a proposed Combat Training Centre
solution, with management seeing a meaningful opportunity over the next
three to four years.

e Export discussions are progressing across the Middle East, CIS countries
and Southeast Asia, although geopolitical developments have delayed
some opportunities. In the US, the company is working through regulatory
and compliance requirements and engaging with large defence primes,
with potential developments expected next year. In Europe, it is exploring
partnerships to address local-content requirements across counter-drone
and simulator opportunities.

e The company has budgeted capex of around X150 crore each for FY27 and
FY28. Working capital increased to 379 days in Sep’26, primarily due to
higher receivables from back-ended execution and advances to suppliers
for upcoming deliveries. Management indicated that receivables are
largely from government and defence contracts and reiterated that the
company remains debt-free, with cash and bank balances of around X968

crore

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

Net Sales 3451 1736 98.8 1416 143.7 Eﬁ:i‘;ﬂﬁ”g[fié“a"r:’c‘gd " 4868 331.8 467

Other income 16.7 253 19.2 -12.8 359 47.1

Total Revenue 361.8 198.9 160.8 125.0 522.6 378.9

Raw materials costs 1289 63.2 384 235.7 167.3 108.6

Employees Expenses 44.7 21.8 345 29.6 79.2 53.6

Other Expenses 39.6 23.8 30.0 317 69.6 40.1

Total Expenditure 213.1 108.8 102.9 107.1 316.1 202.3

EBITDA 132.0 64.7 103.9 38.7 240.9 170.7 129.5 319
Margins improved

EBITDA margins (%) 38.2 37.3 94 bps 27.3 1090 bps through operational 35.1 39.0 -394 bps
capabilities

Interest 11 2.0 11 3.6 2.2 5.5

Depreciation 8.7 5.7 79 111 16.6 12.1

Tax 35.8 21.2 13.4 167.1 49.2 44.4

PAT 101.9 619 64.7 318 219.9 133.7 114.9 16.4

Source: Company, ICICI Direct Research
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Financial summary

ICICI Direct Research

Llens 2 Fy2e ..FY27e  FY28E  ""Rcrore) FY25 FY26  FY27E  FY28E
Revenue 974 688 949 1708 profit after Tax 299 218 286 488
% Growth 121.4 (29.4) 38.0 80.0 Depreciation 15 24 33 41
Other income 58.4 854 94.0 103.4 Interest 10 10 8 8
Total Revenue 974 688 949 1,708 Cash Flow before WC chg 325 253 327 537
% Growth 121.4 (29.4) 380 80.0 Changes in inventory 50 (69) 19 (112)
gg:f's' Raw Material 385 211 289 520  Changes in debtors (226) 186 (85) (248)
Employee Expenses 89 127 165 231 :g:an?;ssm loans & (2) 2 (0) (0)
other expenses 127 103 159 349 Changes in other CA 42 (32) (12) (76)
;g:r']gf:r:’“f‘g 600 440 614 1,100 Net Incr in Current Assets (178) (567) (235) (606)
: : Changes in creditors (7) 24 18 54
(ggr'l'rgir)]g Profit 374 247 335 608 Changes in provisions (4) 1 1 4
% Growth 106.6 (33.8) 35.6 81.4 Net Inc in Current Liabilities (56) (56) 27 126
Interest 10 10 8 8
PBDT 422 322 421 704 Net CF from Op activities 91 (371) 119 58
Depreciation 15 24 33 41
PBT before Exceptional 406 208 389 663 Chg in deferred tax assets (4) (3) - -
Items (Pur)/Sale of Fixed Assets (59) (57) (80) (80)
Total Tax 107 79 102 174 Net CF from Inv activities (314) (174) (137) (110)
PAT before MI 299 220 286 488
PAT 299 218 286 488 Dividend and Dividend Tax 9) 9) (11) (18)
% Growth 131.1 (27.2) 314 70.6 Net CF from Fin Activities 1,031 (66) (17) (26)
EPS 33.2 24.2 31.8 54.3
Source: Company, ICICI Direct Research Net Cash flow 808 (611) (35) (79)
Opening Cash/Cash Eq 158 966 355 320
Closing Cash/ Cash Eq 966 355 320 242

Source: Company, ICICI Direct Research

(X Crore) FY25 FY26 FY27E FY28E (Year-end March) FY25 FY26 FY27E FY28E
Equity Capital 9.0 9.0 9.0 9.0 EPS 33.2 24.2 31.8 54.3
Reserve and Surplus 1,727 1,940 2,217 2,687 Cash per Share 107.0 394 35.6 26.8
Total Shareholders’ 1,736 1,949 2,226 2,696 BV 192.3 216.6 247.4 299.6
f;rtl::r P p— Dividend per share 1.0 1.0 1.2 2.0
Liabilities 17.2 16.4 16.4 16.4 Dividend payout ratio 3% 4% 4% 4%
Total Debt 54 3 3 3 EBITDA Margin 38.4 36.0 35.3 35.6
Total Liabilities 1,819 1,987 2,264 2,734 PAT Margin 30.7 317 30.2 28.6
Gross Block 169 217 292 372 RoE 17.2 111 129 18.1
Acc: Depreciation 62 87 119 160 RoCE 23.3 15.8 17.8 24.8
Net Block 106 137 173 212 RoIC 43.4 13.9 15.8 23.1
Capital WIP 4 13 25 25 EV /EBITDA 39.0 61.1 45.2 25.0
Total Fixed Assets 145 178 225 264 P/E 51.9 71.2 54.0 317
Non-Current Assets 230 346 403 433 EV /Net Sales 15.0 22.0 16.0 8.9
Inventory 119 188 169 281 Sales / Equity 0.6 0.4 0.4 0.6
Debtors 410 224 309 557 Market Cap / Sales 15.9 225 16.3 9.1
Loans and Advances 2 0 0 0 Price to Book Value 8.9 7.9 6.9 5.7
Other Current Assets 51 83 95 171 Asset turnover 0.5 0.4 0.4 0.6
Cash 966 355 320 242 Debtors Turnover Ratio 3.3 2.2 3.6 3.9
Total Current Assets 1,604 1,560 1,761 2,288 Creditors Turnover Ratio 33.8 18.4 16.2 18.0
Current Liabilities 25 49 68 122 Debt / Equity 0.0 0.0 0.0 0.0
Provisions 11 13 13 13 Current Ratio 4.0 6.5 6.0 6.6
Totg[ ('Zurrent 230 173 201 327 Quick Ratio 3.2 4.0 4.2 4.7
Liabilities Source: Company, ICICI Direct Research
Net Current Assets 1,374 1,387 1,560 1,961

Total Assets 1,819 1,987 2,264 2,734

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

Head - Research

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto
House,

Road No 13, MIDC,
Andheri (East)

Mumbai — 400 093
research@icicidirect.com

pankaj.pandey@icicisecurities.com
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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 stock broker, 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 stock broker. 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. ICICl 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 a 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

SEBI Guidelines for Research Analyst (RA) requires all RAs to disclose terms and conditions pertaining to Research Services to all clients. Please go through the “Mandatory terms and conditions”
and “Most Important Terms and Conditions”.
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