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EMS and BTS business to drive growth

Key Points

>

We recently visited the Centum Electronics plant and interacted with the
management represented by Mr. Apparao Mallavarapu (CMD), Mr. Nikhil
Mallavarapu (Joint MD), Mr. Jagadish Singh (President, EMS unit), Mr.
Vinod Chippalkatti (President—Strategic Electronics Business Unit).
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Company Data and Valuation Summary

Reuters: CENT.BO
» Centum Electronics Limited (CEL) is one of the leading providers of Bloomberg: CTE IN Equity
advanced electronics solutions, catering primarily to the defense, space, wkt Cap (Rsbn/US$mn): 39.6/449.3
aerospace, and industrial segments. With a strong presence in both sy wkH/L (Rs): 3,044 /1,140
domestic and international markets, the company specializes in high-  aptv.am (mn) (RsiUSS): 122.9/1.4
reliability systems and electronic manufacturing services (EMS), . performance (%) IMIBM/1yr:  8.4/110.0/ 53.6
suppor.ted by a robust order book and strategic focus on innovation and Nifty 50 performance (%) IM/6M/Lyr: 31/18/(07)
operational excellence.
» Revenue growth outlook for FY26 is expected to be in the range of 18- BUEEEIL) 3QFY25  4QFY25  1QFY26
20% driven by a 25% growth in both the EMS and BTS business. Promoters 58.8 515 51.5
» Centum supplies subsystems like laser guidance and amplifiers for Dlls 80 151 154
missiles, contributing ~20-25% of the anti-tank guided missile cost and 'S 1.0 0.8 1.9
~5% of the Akash missile. With electronics forming ~25-30% of missile  Others 822 326 811
cost, margins are pressured as most orders are Built to Print (BTP). Pro pledge 0.0 0.0 0.0
» The company’s three segments are Design (21% of revenue), EMS  rijancial and valuation Summary
(32%), and BTS (47%). Contracts span 6 months for Design, 12-18 ey (Rsmn)  FY22 FY23 FY24  FY25
months for EMS, a.md 24-30 months for BTS, with margins highest in BTS e —— 7799 9230 10908 11558
] Vst i DI, Growth YoY % -4.6 18.3 18.2 6
» The Canadian subsidiary (~Rs800mn annual revenue and ~Rs250mn  Gross margin % 61.3 55 59.8 57.7
loss) continues to be a drag due to high employee costs and weak topline  esitpa 742 762 859 967
traction, resulting in sustained losses. Management has not yet taken a  ggiTpA margin % 9.5 8.3 7.9 8.4
call on divestment. Adj PAT 69 67 21 92
> The French subsidiary remains at breakeven and caters to marquee  Growth Yoy % 429 25 682 3322
global customers including Thales, Safran, and Airbus. This subsidiary  Adi EPS (Rs) 53 5.2 17 6.3
has historically been profitable, but in the last 1 to 2 years, the slowdown  RoCE 5.7 3.1 -3 1.4
in the French economy has led to lower utilization levels. The focus ison  RoE 3.2 3.2 1 3
increasing the pipeline and utilization levels in the defense sector. RolC 6.3 3.4 -3.4 -1.8
> Top 5 customers account for ~50% of the total revenue with the top PIE 021 5151 16189 4275
customer contributing 12-13%. Customers include ISRO, DRDO, Bharat EVIEBITDA 421 >0-1 48.8 42.0
Electronics, Hindustan Aeronautics, Bharat Dynamics, Alstom, Siemens, PIBV 155 169 164 17
ABB, and Hitachi. Source: Company, Bloomberg, Nirmal Bang Institutional
Equities Research
Please refer to the disclaimer towards the end of the document.
Jyoti Gupta

Research Analyst
jyoti.gupta@nirmalbang.com
+91-7738892292


https://www.screener.in/company/compare/00000085/

% NIRMAL BANG Institutional Equities

About the company: Founded in 1994 in Bangalore, India, Centum Electronics Limited has evolved
into a diversified electronics company with a global footprint across North America, EMEA (Europe,
Middle East, and Africa), and Asia. The company offers a wide range of products and services
spanning the entire electronics value chain from engineering R&D to manufacturing and aftermarket
lifecycle support.

Centum specializes in catering to mission-critical and high-reliability applications supporting global
OEMs (original equipment manufacturers) and defense organizations. Over three decades, it has
positioned itself as a trusted partner in sectors requiring technological excellence and precision.
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India acts as a major operational base with full-spectrum capabilities. North America (USA & Canada)

and Europe (France, Belgium, UK) mainly serve as design hubs and customer-facing offices, ensuring
Centum remains close to its international clientele, while leveraging India’s manufacturing base.
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a relationship beyond broking

Exhibit 2: Electronic manufacturing services
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The EMS business, which accounts for 50% of revenue, delivers high-reliability, low-to-medium volume
manufacturing solutions for complex electronics products. Centum manufactures everything from
printed circuit board assemblies to fully integrated subsystems. The company’s customer-centric
approach emphasizes quality, flexibility, and time-to-market, making it well-suited to industries
requiring stringent compliance and robust product lifecycle management. The margins in this segment
are better than ER&D but lower than BTS.
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Exhibit 3: Built to specification
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The Built to Specification (BTS) segment, contributing 31% of revenue, offers end-to-end solutions—
from concept to mass production—under a single accountable framework. By combining its
engineering and manufacturing capabilities, Centum supports customers with turnkey product
development. This approach reduces development time and cost, enhances innovation opportunities,
and ensures seamless management of product upgrades, obsolescence, and localization across
industries. The margins in this business are the highest.

Aerospace

Exhibit 4: Engineering research & development
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The ER&D business, contributing 19% of revenue, focuses on helping customers turn ideas into
reliable, mission-critical products. It spans the entire design value chain—from hardware and
embedded software to FPGA, RF, and power electronics—serving demanding sectors like aerospace,
defense, and space. With design centers in India, Europe, and North America, Centum leverages a
global delivery model to provide cost-effective and technically advanced solutions.
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Exhibit 5: Revenue across industry verticals

Institutional Equities

Exhibit 6: Revenue across geographies
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Key takeaways

® Centum has emerged as the single largest private contributor to India’s space ecosystem over the
past decade. In addition to supporting ISRO, the company has started catering to DRDO’s
satellites and payload requirements.

® The management believes that the Indian space industry is transitioning from being ISRO centric
to private driven, leading to a wave of cost competitive and smaller satellites.

® The company has made significant progress in the space vertical, having delivered three payloads
to ISRO. It is also building capabilities in microsystems with direct applications in space. During a
recent plant visit in Yelahanka, the microsystems process was showcased—involving assembly of
miniature components on ceramic plates, followed by customer evaluation and testing.

® Centum supplies critical subsystems in laser guidance systems and amplifiers to missiles. Its
contribution to the anti-tank guided missile program was ~20-25% of the missile cost, whereas its
share in the Akash missile program is lower at ~5%. Electronics account for ~25-30% of a missile’s
cost, but since these are typically Built to Print (BTP) orders, pricing competition remains high.

® 35-40% of the Built to Specification (BTS) business is Defense & Space, with space being
completely BTS. The company faces more competition in defense than in space.

® The company operates through three segments — Design (21% of revenue), EMS (32%), and BTS
(47%). Design contracts are executed within ~6 months, EMS contracts within 12-18 months, and
BTS contracts over 24-30 months. Margin profile is highest in BTS, followed by EMS, with Design
yielding the lowest margins.

® |ndia is the fastest growing geography, contributing ~31% of consolidated revenues, driven by
strong traction in space and defense.

® The company imports bare PCBs and nearly 99% of its components from Taiwan, China, and
South Korea. While some commercial components are sourced from China, no Chinese parts are
used in defense products.

® The Canadian subsidiary (~Rs800mn annual revenue and ~Rs250mn loss) continues to be a drag
due to high employee costs and weak topline traction, resulting in sustained losses. Management
has not yet taken a call on divestment.

® The French subsidiary remains at breakeven and caters to marquee global customers including
Thales, Safran, and Airbus. This subsidiary has historically been profitable, but in the last 1 to 2
years, the slowdown in the French economy has led to lower utilization levels. The focus is on
increasing the pipeline and utilization levels in the defense sector.

® Between 2019 and 2021, the company divested two loss-making subsidiaries: a power business
with revenue of Rs1.2bn and a telecom focused crystal oscillation products unit, also with revenue
of Rs1.2bn. These divestments contributed to subdued growth over the past 5 to 6 years.

® Top 5 customers account for ~50% of the total revenue with the top customer contributing 12-13%.
Customers include Rafale, ISRO, DRDO, Bharat Electronics, Hindustan Aeronautics, Bharat
Dynamics, Alstom, Siemens, ABB, and Hitachi.
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Financial Statements

Exhibit 7: Income statement Exhibit 8: Cash flow
Y/E March (Rsmn) FY21 FY22 FY23 FY24 FY25 Y/E March (Rsmn) FY21 FY22 FY23 FY24 FY25
Net Sales 8,174 7,799 9,230 10,908 11,558 PBT 194 (522) 121 79 136
Growth YoY % -7.5% -4.6% 18.3% 18.2% 6.0% Depreciation 453 432 438 453 441
Gross profit 4,720 4,780 5,078 5,653 5,602 Interest 293 230 247 346 329
Gross margin % 57.7 61.3 55.0 59.8 57.7  Other adjustments 76 611 127 58 266
Staff costs 3,018 3,199 3,327 3,671 3,637  Change in Working capital (120) 388 (224) 1,443 (1,265)
% of sales 36.9 41.0 36.0 36.9 36.9 Tax paid (90) (104) 1 (243) (201)
Other expenses 806 838 988 1,124 998  Operating cash flow 806 1,035 709 2,136 (294)
% of sales 9.9 10.7 10.7 11.8 9.9 Capex (246) (188) (218) (330) (186)
EBITDA 895 742 762 859 967 Free cash flow 865 860 492 1,807 (479)
Growth YoY % (8.7) (17.1) 2.7 12.6 12.7  Other investing activities 366 38 105 (110) (402)
EBITDA margin % 11.0 9.5 8.3 7.9 8.4 Investing cash flow 119 (149) (112) (440) (588)
Depreciation 453 432 438 453 441  Issuance of share capital - - - - 2,100
EBIT 442 310 324 406 526  Movement of Debt (315) (568) (490) (889) (588)
Interest 295 263 273 346 329 Dividend paid (incl DDT) (58) (26) 32) (91) (39)
Other income 58 80 59 68 87  Other financing activities (286) (218) (358) (468) (402)
PBT (bei) 205 127 109 128 285  Financing cash flow (660) (812) (881)  (1,448) 1,071
PBT 205 (476) 109 79 136 Net change in cash flow 266 74 (284) 248 190
ETR 36% -3% 50% 135% 114% Opening C&CE 136 411 480 212 461
PAT 120 (535) 67 (27) (19) Closing C&CE 411 480 353 481 678
Adj PAT 120 69 67 21 92 Source: Company, Nirmal Bang Institutional Equities Research
Growth YoY % (54.8) (42.9) (2.5) (68.2) 332.2
Source: Company, Nirmal Bang Institutional Equities Research Exhibit 10: Key ratios
Y/E March FY21 FY22 FY23 FY24 FY25
Exhibit 9: Balance sheet Per share (Rs)
Y/E March (Rs mn) FY21 FY22 FY23 FY24 FY25 AdjEPS 9.4 5.3 5.2 1.7 6.3
Share capital 129 129 129 129 147 Bookvalue 1731 1583 1635 157.7 2755
Reserves 2102 1,911 1978 1904 3905 DPPS 45 20 25 7.0 26
Net worth 2231 2,040 2107 2033 4052 Valuation(x)
Long term debt 1508 1171 941 855 530 FISales 41 4.3 3.6 31 2.9
Short term debt 2,235 2,030 2,140 1,408 1,342 EV/EBITDA 42.1 501 488 42.0 414
Total debt 3,743 3,202 3,081 2,263 1,873 PIE 280.7. 5021 5151 16189 4275
Net debt 3144 2627 2659 1,547 ss3 oV . 155 169 164 Y o
Other non-current Return ratios (%)
liabilities 92 85 254 742 59 RoCE 50 57 31 (300 (14)
Total Equity & Liabilities 9,805 9,230 10,727 10,638 12,394 ROCE (pre-tax) 7.9 55 6.2 8.6 10.3
Gross block - - - - - RoE 5.6 3.2 3.2 1.0 3.0
Accumulated depreciation 838 1,019 1,207 1,393 1,593 RolC 5.4 6.3 3.4 -3.4 -1.8
Net Block 1,184 1,120 1,071 1126 1,096 PFrofitability ratios (%)
CWIP 21 0 54 3 76 Gross margin 57.7 61.3 55.0 51.8 48.5
Intangible and others 580 537 477 416 312  EBITDAmargin 11.0 9.5 8.3 79 8.4
Other non-current assets 724 770 795 1537 1,449 AT Magn 15 0.9 0.7 0.2 0.8
Investments ) ) ) i ) Liquidity ratios (%)
Trade receivables 2,161 1,993 3,310 2,280 3,065 Currem rétio 11 10 10 11 12
. Quick ratio 0.7 0.6 0.6 0.6 0.8
Inventories 1,942 2,248 2,611 3,174 3,474 Solvency ratio (%)
Cash & Cash Equivalents 599 574 422 716 1,290 Net Debt to Equity ratio 14 13 13 08 01
Other current assets 1,307 964 2,576 1,933 1,492 Turnover ratios
Total current assets 6,194 5,969 7,367 7,600 9,376 Fixed asset turnover ratio (x) 6.7 6.8 8.4 9.9 104
Trade payables 1,086 1,141 2,110 2,378 2,200 Debtor days 104 97 105 94 84
Other current liabilities 2,029 2,567 3,655 3,279 2,380  |nventory days 240 249 214 194 195
Total current liabilities 5,701 5,869 7,441 7,055 7,852 Creditor days 160 133 143 150 134
Total Assets 9,805 9,230 10,727 10,638 12,394  Net Working capital days 184 214 176 137 145
Source: Company, Nirmal Bang Institutional Equities Research Source: Company, Nirmal Bang Institutional Equities Research
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private
circulation. NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having
Registration no. INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India
Limited and BSE Limited in cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore
may, at times, have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing
/ dealing in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the
subject company. NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time
of publication of the research report with the subject company. NBEPL or its associates or Analyst or his relatives do
not hold beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding
the date of publication of this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of
securities of the company covered by Analyst during the past twelve months. NBEPL or its associates have not
received any compensation or other benefits from the company covered by Analyst or third party in connection with
the research report. Analyst has not served as an officer, director or employee of Subject Company and NBEPL /
analyst has not been engaged in market making activity of the subject company.

Analyst Certification: I, Jyoti Gupta, research analyst the author of this report, hereby certify that the views expressed
in this research report accurately reflects my personal views about the subject securities, issuers, products, sectors or
industries. It is also certified that no part of the compensation of the analyst was, is, or will be directly or indirectly
related to the inclusion of specific recommendations or views in this research. The analyst is principally responsible
for the preparation of this research report and has taken reasonable care to achieve and maintain independence and
objectivity in making any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

HOLD -5% to 14%

SELL <-5%

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. NBEPL
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. In preparing this research, we did not take into account the investment objectives, financial situation
and particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL 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. NBEPL will not treat recipients
as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in
a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBEPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the 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. We accept no obligation to correct or update the information or opinions in it.
NBEPL 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. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of
any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fithess for a particular purpose,
and non-infringement. The recipients of this report should rely on their own investigations.

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

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether
the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading.
The price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional
risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect
the value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of
NBEPL accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication
in relation to this research. Here it may be noted that neither NBEPL, 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 profit that may arise from or in connection with the use of the
information contained in this report.

Copyright of this document vests exclusively with NBEPL.

*“Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to
investors."

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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