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DRC Systems India

Sector: Computers - Software & Consulting

= About DRC Systems India

DRC Systems India Limited is a technology-driven IT solutions company headquartered in India,
offering a wide spectrum of software services, ERP implementations, enterprise application
development, and digital transformation consulting to clients across diverse industries. Founded
with a vision to bridge the gap between complex business requirements and cutting-edge
technology, DRC Systems has steadily carved out a niche position in India's competitive IT services
landscape.

The company serves enterprise clients ranging from manufacturing firms to government bodies,
delivering customised software solutions that drive operational efficiency. Its expertise spans
domains including supply chain management, finance automation, HR digitisation, and cloud
migration — services that have become mission-critical for modern businesses.

Over the years, DRC Systems India has built long-term relationships with its clients, resulting in a
high rate of repeat business and project renewals — a classic hallmark of a quality IT services firm.
Despite being a small-cap company, it has demonstrated commendable financial discipline with a
zero-debt balance sheet and consistently improving profitability metrics. The company's lean cost
structure and focused service delivery model allow it to punch well above its weight in terms of
return ratios, making it an interesting candidate for value-oriented investors looking at under-the-
radar IT gems. &

@» Official website: DRC Systems India Official Website

£” Expansion Plans

DRC Systems India appears to be at an exciting inflection point in its corporate journey. Based on
the company's strategic direction and industry trends, here's what its growth roadmap likely looks
like heading into 2026 and beyond:

* & Geographic Expansion: The company is actively targeting international markets, particularly
in the Middle East, Southeast Asia, and select African economies where demand for affordable
yet robust IT solutions is surging. Establishing offshore delivery partnerships and regional sales
offices in these markets could meaningfully diversify revenue streams beyond India.

¢ { Product Portfolio Deepening: DRC Systems is investing in expanding its proprietary software
product suite — particularly in cloud-based ERP and SaaS solutions — to reduce dependency on
pure project-based revenues. A growing subscription revenue base would dramatically improve
earnings visibility and valuation multiples.

® " Government & PSU Contracts: With India's push for digital infrastructure under programmes
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like Digital India and Smart Cities Mission, DRC Systems is well-positioned to bid for government
IT contracts, which offer scale, prestige, and long-duration revenue.

® % Talent & Capability Build-up: The company is likely expanding its workforce, particularly in
emerging tech domains like Artificial Intelligence, Machine Learning, and cybersecurity — skills
that are increasingly demanded by enterprise clients and that command premium billing rates.

° Cloud Migration Services: As Indian enterprises accelerate their shift to cloud infrastructure,
DRC Systems is positioning itself as a trusted cloud migration partner, helping clients move
legacy systems to modern cloud environments — a market growing at double-digit rates annually.

* @ Strategic Partnerships & Alliances: Tie-ups with global technology platforms (such as
Microsoft, SAP, or Oracle ecosystem partnerships) could significantly expand the company's
addressable market and credibility with large enterprise prospects.

Taken together, these expansion vectors suggest that DRC Systems India is not content to remain a
small domestic IT vendor — it has the ambition and the financial strength (zero debt!) to fund this
growth organically. 7

%4 Key Positives

® & Zero Debt Balance Sheet: DRC Systems carries absolutely no financial debt — a D/E ratio of
0. This is exceptionally rare and valuable, especially in uncertain economic environments. It
means every rupee of profit flows directly to equity holders, and the company has significant
headroom to raise capital for growth if needed without dilution pressure.

¢ 4 Outstanding Return Ratios: With an ROCE of 25.4% and ROE of 22.6%, DRC Systems
demonstrates that it generates exceptional returns on the capital it deploys. These numbers are
comfortably above the 15% benchmark that most quality investors look for — a sign of genuine
competitive advantage.

® ¥ Deeply Undervalued vs Intrinsic Value: At a market price of 12.8 against a calculated
intrinsic value of 22, the stock trades at a ~42% discount to its fair value. This provides a
substantial margin of safety — the bedrock of value investing.

® 4] Low PE Ratio: A PE of just 8.63x is remarkably low for an IT company with solid return ratios.
Most IT peers trade at 20-40x earnings. This valuation gap could close significantly as the
company grows and gains market attention.

®* % No Pledging of Promoter Shares: Promoter shares are not pledged, which eliminates the risk

of forced selling in market downturns — a major comfort for retail investors.

® _ Consistent Revenue Growth: The company has shown a steady upward revenue trajectory
over the past several years, reflecting growing client relationships and successful project delivery
— the foundation of any sustainable IT services business.

® | Asset-Light Business Model: IT services companies require minimal physical assets, leading
to high free cash flow conversion — meaning DRC Systems can grow without constantly

© 2026 Futurecaps.com | SEBI-Registered Investment Research Page 3



DRC Systems India futurecaps.com

reinvesting in heavy capital expenditure.

® .’ Sticky Client Relationships: Enterprise IT implementations create deep integration with client
operations, making switching vendors costly and disruptive. This results in high client retention
rates and predictable recurring revenues for DRC Systems.

A, Key Concerns

® i, Low Promoter Holding: At just 20.63%, promoter holding is below the comfort threshold of
50% that most quality investors prefer. Low promoter skin-in-the-game can raise questions
about management conviction and alignment with minority shareholders.

¢ 1, Small-Cap Liquidity Risk: Being a small-cap stock, DRC Systems may experience wide bid-ask
spreads and low trading volumes, making it difficult for larger investors to build or exit positions
efficiently.

® 1. Modest Growth Rate: The current EPS growth rate of 6% is relatively modest. Investors
should monitor whether this accelerates as expansion plans materialise.

® 1. Limited Analyst Coverage: Few institutional analysts cover this stock, meaning price

discovery may be slow and information asymmetry exists — a double-edged sword for early

investors.

@ SWOT Analysis

DRC Systems India presents a compelling SWOT profile for the discerning value investor. Its
strengths are anchored in a pristine zero-debt balance sheet, exceptional return ratios exceeding
22%, and a sticky enterprise client base that generates predictable revenues. The company's
weaknesses — particularly low promoter holding and modest near-term growth — require watchful
monitoring. On the opportunity side, India's digital transformation boom and government IT
spending offer significant tailwinds. However, threats from larger IT competitors and rapid
technology change mean DRC Systems must continuously innovate to protect its niche. Overall, the
risk-reward at current valuations appears favourable. @&

STRENGTHS

® Zero debt balance sheet with strong cash generation capability
® High ROCE of 25.4% and ROE of 22.6% indicating excellent capital efficiency
® Niche IT solutions provider with sticky enterprise clientele and recurring revenue

* Trading significantly below intrinsic value offering strong margin of safety

® Low promoter holding of 20.63% raises governance and conviction concerns
® Small-cap size limits institutional interest and liquidity on exchanges
® Modest EPS growth rate of 6% may limit near-term re-rating potential
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#° OPPORTUNITIES

® India's booming digital transformation wave creates demand for IT solutions
®* Government and PSU IT modernisation projects offer large contract opportunities

® Expansion into global markets can significantly scale revenue and margins

@ THREATS
®* [Intense competition from larger IT majors and global technology firms
® Rapid technology obsolescence requiring constant R&D investment

® Client concentration risk if key accounts reduce IT spending

* SWOT is based on publicly available information and analyst estimates. Not a buy/sell

recommendation.

24 Profit & Loss (Last 5 Years)

DRC Systems India has demonstrated a consistent upward trajectory in both revenue and net profit
over the past five years, reflecting steady client additions and operational leverage kicking in as the
business scales. Revenue has grown from an estimated 38 crore in FY22 to a projected X72 crore
in FY26E, while net profit has more than doubled over the same period — a testament to improving
margins and disciplined cost management. ;] The profit growth trend, though moderate, confirms

that the business is moving in the right direction with no signs of margin deterioration.

* Estimated figures in X Crores. Source: Annual reports & public disclosures. Not guaranteed to be

accurate.

@ Risk Factors
* @ Client Concentration Risk: If a significant portion of revenues comes from a handful of large

clients, losing even one key account could materially impact financials.

* @ Technology Obsolescence: The IT industry evolves rapidly. Failure to keep pace with Al,
cloud, and next-gen technologies could render current service offerings less competitive over
time.

* @ Talent Attrition: The IT sector is notorious for high employee turnover. Losing key technical
talent can disrupt project delivery and client satisfaction.

* @ Macro-Economic Slowdown: Enterprise IT budgets are among the first to be cut during
economic downturns, which could impact DRC Systems' order book and revenue pipeline.

* @ Currency & Geopolitical Risks: As the company expands internationally, exposure to foreign
currency fluctuations and geopolitical instability in target markets becomes a relevant concern.

* @ Regulatory & Compliance Risks: Operating across jurisdictions introduces compliance

complexity — data privacy regulations, cross-border taxation, and local IT procurement rules can
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all impact business operations.

* @ Low Promoter Holding Risk: With promoters holding just 20.63%, there is a risk of hostile
takeover interest or lack of decisive management action during critical strategic moments.

fa} Value Investing Snapshot

Market Price (%) 312.8 € Below Intrinsic Value — strong
margin of safety

PE Ratio 8.63x ") Low PE — potentially undervalued
but watch growth

PB Ratio 1.6x *) Moderate — reasonable for an IT
services firm

Intrinsic Value (%) 322 €) ~42% upside from current market
price

D/E Ratio 0 € Zero debt — excellent financial
health

ROE (%) 22.6% € Strong — well above 15% benchmark

ROCE (%) 25.4% €) Excellent capital efficiency

Revenue CAGR (3Y) * ~17% ©) Estimated — moderate to healthy
growth pace

Profit CAGR (3Y) * ~23% ") Estimated — improving profitability
trend

Promoter Holdings (%) 20.63% @ Low — below preferred 50%

threshold, monitor closely
Pledging (%) N/A © No pledging reported — low
governance risk
* Revenue CAGR (3Y) and Profit CAGR (3Y) are analyst estimates based on available public disclosures
and industry trends. All other metrics are based on verified financial data.

Legend: @ Green = Strong/Attractive | © Yellow = Moderate | @ Red = Weak/Caution

2 About Futurecaps

Futurecaps is a SEBI-registered investment research platform dedicated to helping retail investors
discover high-quality, under-the-radar multibagger stocks before they hit mainstream radar. Trusted
by thousands of smart investors across India, Futurecaps combines rigorous fundamental analysis,
value investing principles, and on-ground business research to identify stocks with exceptional risk-
reward profiles. Our team of experienced analysts digs deep into financials, management quality,
competitive positioning, and industry tailwinds to bring you research you can trust. Whether you are
a seasoned investor or just starting your wealth-creation journey, Futurecaps is your go-to partner
for informed, research-backed investment decisions. & (4l
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. About Value Investing

Value investing is the time-tested strategy of buying stocks below their intrinsic value — providing a
built-in margin of safety against uncertainty. Pioneered by Benjamin Graham and perfected by
Warren Buffett, this approach focuses on business fundamentals: earnings power, return on capital,
debt levels, and management quality — rather than short-term price movements or market noise.
The core idea is simple: price is what you pay, value is what you get. When you buy a 22 rupee worth
of business for ¥12.8, the odds are stacked firmly in your favour. & Want to calculate intrinsic
value yourself? Try our free Futurecaps Intrinsic Value Calculator — it's fast, free, and incredibly
powerful for smarter investing decisions.

fil Profit & Loss

DRC Systems India revenue grew from X38 Cr (FY22) to X72 Cr (FY26E), a 17% CAGR. Net profit expanded
from X4 Cr to X9 Cr (21% CAGR), reflecting strong operating leverage.

Reverwe I Nt Profit

Frad Fra3 Fr24 Frah Ff26E
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This report is prepared for informational and educational purposes only. It does not constitute
investment advice, a solicitation, or a recommendation to buy or sell any securities. Futurecaps.com
is a SEBI-registered investment advisor. Investing in equities involves risk, including possible loss of
principal. Past performance is not indicative of future results. All fundamentals data is sourced from
public company disclosures and may not be fully accurate. Please consult your SEBI-registered

financial advisor before making any investment decision.

© 2026 Futurecaps.com | SEBI-Registered Investment Research Page 8



iF Claim Your FREE Multibagger Stock Pick F

Our SEBI-registered analysts have identified a hidden-gem multibagger stock with
strong fundamentals, high ROCE, and significant upside potential. Get the full research

report — completely FREE.

GET MY FREE MULTIBAGGER STOCK -

https:/futurecaps.com/free/?ref=1-wp-drc-systems-india-multibagger-analysis-2026-pdf


https://futurecaps.com/free/?ref=1-wp-drc-systems-india-multibagger-analysis-2026-pdf

