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Avalon Technologies Ltd
Sector: Other Electrical Equipment

📋 About Avalon Technologies Ltd
Avalon Technologies Ltd is one of India's most exciting Electronics Manufacturing Services (EMS)
companies, headquartered in Chennai, Tamil Nadu. Founded in 1999, the company has spent over
two decades building a deep, integrated manufacturing ecosystem that covers everything from
Printed Circuit Board Assemblies (PCBA) to complete box-build electronic systems, cable harnesses,
and electromechanical assemblies.

What truly sets Avalon apart is the quality of sectors it serves — aerospace & defence, clean energy,
industrial automation, medical electronics, and telecom. These are not commodity segments; they
demand precision, reliability, and certifications that create significant entry barriers. The company
operates multiple manufacturing facilities in Chennai and has been steadily expanding its footprint
to serve global OEM clients.

Avalon went public in April 2023, listing on both BSE and NSE, and has since attracted considerable
investor interest as a play on India's growing EMS ecosystem. With the government's PLI
(Production-Linked Incentive) scheme boosting domestic electronics manufacturing, Avalon is
strategically positioned to ride this mega-trend. Its integrated capabilities make it a preferred
partner for clients seeking end-to-end manufacturing solutions rather than just component
assembly. 🇮🇳

🌐 Official website: Avalon Technologies Ltd Official Website

🚀 Expansion Plans
Avalon Technologies has laid out an ambitious growth roadmap for the next three to five years, and
the details are genuinely exciting for long-term investors. Here's what the company is actively
pursuing:

• 💡 New Manufacturing Facility in Chennai: Avalon is investing in expanding its Chennai
manufacturing campus with a new, dedicated facility for high-complexity PCBA and box-build
products. This will significantly increase production capacity and allow the company to onboard
larger, more complex orders from global OEMs.

• 🌍 Geographic Diversification — USA & Europe: The company is actively deepening its
engagement with North American and European clients, capitalising on the China+1 strategy.
Avalon already has an operations presence in the USA and is looking to expand its sales and
relationship management teams there to win more long-term contracts.

• ⚡ Clean Energy Electronics: With the global surge in electric vehicles, solar energy, and energy
storage systems, Avalon is positioning itself as a key manufacturing partner for clean energy
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OEMs. This is a rapidly growing segment that could contribute meaningfully to revenues over
FY26-FY28.

• 🛡 Defence Electronics Push: India's defence indigenisation programme is creating enormous
demand for locally manufactured electronic systems. Avalon is actively pursuing defence
contracts and investing in necessary certifications and infrastructure to become a qualified
vendor for the Indian armed forces.

• 🏥 Medical Electronics Expansion: The global medical devices manufacturing opportunity is
large and growing. Avalon is scaling up its medical electronics capabilities, which offer higher
margins and more sticky customer relationships due to stringent qualification processes.

• 📦 Vertical Integration: The company is investing in deeper vertical integration — from design
support services (DFM — Design for Manufacturing) to supply chain management — to offer
clients a truly one-stop EMS solution, improving margins and reducing client churn.

Overall, Avalon's expansion plans reflect a management team that is thinking strategically rather
than reactively. If even half of these growth vectors materialise over the next 3 years, the revenue
and profit trajectory could be significantly stronger than what consensus estimates currently project.
🚀

✅ Key Positives
• ✅ High-Value Sector Focus: Unlike commodity EMS players assembling consumer electronics,

Avalon operates in aerospace, defence, clean energy, and medical — sectors that demand deep
expertise, long qualification cycles, and offer significantly better margins and customer
stickiness.

• ✅ Near-Zero Debt Balance Sheet: With a Debt-to-Equity ratio of just 0.05, Avalon runs an
almost debt-free operation. This is rare in a capex-intensive manufacturing business and gives
the company enormous financial flexibility to invest in growth without being burdened by
interest costs.

• ✅ Integrated EMS Capability: From PCB design support and assembly to cable harness
manufacturing and complete box-build — Avalon offers end-to-end manufacturing. This reduces
the need for clients to manage multiple vendors and creates powerful switching costs.

• ✅ PLI Scheme Beneficiary: The Indian government's Production-Linked Incentive scheme for
electronics manufacturing is a strong structural tailwind. As a domestic EMS company with
existing capabilities, Avalon is well-placed to benefit from both PLI incentives and the resulting
surge in electronics manufacturing activity in India.

• ✅ China+1 Secular Trend: Global OEMs are actively diversifying their supply chains away from
China. India, and specifically companies like Avalon, are among the primary beneficiaries. This is
not a cyclical trend — it is a structural shift driven by geopolitical risk management, and it could
drive sustained order inflows for years.
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• ✅ Experienced Management Team: Avalon's promoters and senior management bring decades
of experience in electronics manufacturing. The company's ability to pass stringent OEM
qualification processes across multiple sectors speaks to the quality of its technical and
operational teams.

• ✅ Growing EPS: With an EPS of ₹14.22 and an impressive estimated EPS growth rate of ~50%,
Avalon is in a strong earnings growth phase. If this trajectory is sustained, the stock's current
valuation could be re-rated significantly by the market over the coming years. 💰

• ✅ Revenue Visibility: Long-term supply agreements with global OEM clients provide multi-year
revenue visibility, reducing earnings uncertainty — a comfort for both management planning and
investor confidence.

⚠ Key Concerns
• ⚠ Significant Overvaluation: At a PE of 179x and a market price of ₹2,538 vs an intrinsic value

of ₹1,157, the stock appears substantially overvalued. Investors are paying a very high premium
for future growth.

• ⚠ Moderate Promoter Holding: Promoter holding at 44.39% is below the 50% threshold that
typically signals strong insider confidence in the business.

• ⚠ Customer Concentration Risk: A significant portion of revenues may be dependent on a
limited number of large OEM clients, making the business vulnerable if any key relationship is
disrupted.

• ⚠ Margin Pressure: EMS businesses inherently operate on thin margins. Any increase in
component costs, labour costs, or logistics expenses could compress profitability.

• ⚠ Execution Risk: The company's ambitious expansion plans require flawless execution. Delays
in new facility ramp-ups or certification processes could defer revenue recognition.

🔍 SWOT Analysis
Avalon Technologies presents a compelling but nuanced SWOT picture for value investors in 2026.
On the strengths side, its integrated EMS capabilities, near-zero debt, and presence in high-barrier
sectors like aerospace, defence, and medical electronics provide a durable competitive moat.
However, weaknesses such as moderate ROE/ROCE metrics and elevated valuation temper
enthusiasm. The opportunities are genuinely exciting — PLI scheme tailwinds, China+1 supply chain
shifts, and India's defence indigenisation could drive multi-year growth. Yet threats from larger EMS
competitors and customer concentration warrant careful monitoring by discerning investors. 📊

💪 STRENGTHS
• Strong presence in high-value EMS segments: aerospace, defence, clean energy, and medical

electronics
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• Fully integrated manufacturing capability from PCB assembly to complete box-build solutions

• Long-standing relationships with marquee global OEM clients providing revenue visibility

• Near-zero debt (D/E of 0.05) giving financial flexibility for expansion and capex

⚠ WEAKNESSES
• High PE ratio of 179x suggests stock is significantly overvalued vs intrinsic value of ₹1,157

• Relatively low promoter holding of 44.39% may signal limited insider conviction

• ROE of 11.2% and ROCE of 14.9% are moderate and below industry-leading benchmarks

🚀 OPPORTUNITIES
• India's PLI scheme for electronics manufacturing creates massive tailwind for EMS companies

• China+1 global supply chain diversification strategy driving new order inflows from Western
OEMs

• Rising defence indigenisation and 'Make in India' push opening large government contract
opportunities

🔴 THREATS
• Intense competition from larger EMS players like Dixon Technologies and Kaynes Technology

• Customer concentration risk — loss of a key OEM client could materially impact revenues

• Global semiconductor shortages and component supply chain disruptions may affect margins

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

📈 Profit & Loss (Last 5 Years)
Avalon Technologies has demonstrated a strong and consistent revenue growth trajectory over the
past five years, with estimated revenues growing from approximately ₹620 Cr in FY22 to a
projected ₹1,680 Cr in FY26E — reflecting a robust 3-year CAGR of approximately 26–28%. More
impressively, net profit has grown at an even faster pace, rising from around ₹28 Cr in FY22 to an
estimated ₹140 Cr in FY26E, as operating leverage kicks in and higher-margin segments contribute
more to the mix. This earnings acceleration is the primary driver of investor excitement around the
stock. 📈

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

🔴 Risk Factors
• 🔴 Valuation Risk: At 179x PE, any slowdown in earnings growth could trigger a sharp derating

of the stock price, causing significant losses for investors who buy at current levels.

• 🔴 Geopolitical & Supply Chain Risk: Global semiconductor shortages, component supply
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disruptions, or geopolitical tensions affecting trade flows could materially impact Avalon's
production schedules and margins.

• 🔴 Competition Intensification: Larger, better-capitalised EMS players like Dixon Technologies
and Kaynes Technology are aggressively expanding into similar segments, potentially creating
pricing pressure and client poaching risks.

• 🔴 Foreign Exchange Risk: With a significant portion of business tied to exports and global OEM
clients, adverse currency movements (INR appreciation) could impact the competitiveness and
profitability of Avalon's export revenues.

• 🔴 Regulatory & Compliance Risk: Operating in highly regulated sectors like aerospace, defence,
and medical electronics means that any lapse in quality certifications or regulatory compliance
could result in disqualification from key customer programmes.

• 🔴 Key Man Risk: The company's growth trajectory is closely tied to the expertise and
relationships of its core management team. Unexpected leadership changes could disrupt client
relationships and strategic execution.

• 🔴 Macroeconomic Slowdown Risk: A global economic slowdown could reduce capital
expenditure by industrial and clean energy clients, leading to order deferrals or cancellations that
impact near-term revenue growth.

📊 Value Investing Snapshot

Metric Value Signal

Market Price (₹) ₹2,538 🟡

Mkt Cap (₹ Cr) ₹16,973 Cr 🟡

PE Ratio 179x 🔴

PB Ratio 20.6x 🔴

Intrinsic Value (₹) ₹1,157 🔴 (Market Price ~119% above IV)

D/E Ratio 0.05 🟢

ROE (%) 11.2% 🟡

ROCE (%) 14.9% 🟡

Revenue CAGR (3Y) *est. ~27% 🟢

Profit CAGR (3Y) *est. ~50% 🟢

Promoter Holdings (%) 44.39% 🟡

Pledging (%) N/A 🟢

* Revenue CAGR (3Y) and Profit CAGR (3Y) are analyst estimates based on publicly available
financial filings and growth trends. All other metrics are based on verified market and company data.

Legend: 🟢 Green = Strong/Attractive  |  🟡 Yellow = Moderate  |  🔴 Red = Weak/Caution
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Mkt Cap: 🟢 < ₹10,000 Cr   🟡 ₹10,000 Cr – ₹1,00,000 Cr   🔴 > ₹1,00,000 Cr (1 lakh crore)

🏆 About Futurecaps
Futurecaps is a SEBI-registered investment research platform trusted by thousands of retail
investors across India for discovering high-quality multibagger stock ideas. Our team of experienced
research analysts combines deep fundamental analysis, value investing principles, and sector
expertise to identify stocks with strong long-term compounding potential — before the crowd
catches on. Whether you are a seasoned investor or just beginning your wealth-creation journey,
Futurecaps provides you with clear, unbiased, and actionable research to help you make informed
investment decisions with confidence. 💼🇮🇳

💡 About Value Investing
Value investing is the time-tested philosophy of buying great businesses at prices significantly below
their intrinsic value — creating a margin of safety that protects against downside while maximising
upside potential. Pioneered by Benjamin Graham and perfected by Warren Buffett, value investing
focuses on business fundamentals: earnings power, return on capital, management quality, and
competitive moats — rather than short-term price movements. The key question every value
investor must answer is: what is this business truly worth? Use the Futurecaps Intrinsic Value
Calculator to evaluate any stock instantly and invest with conviction. 📐💰

📊 Profit & Loss
Avalon Technologies Ltd revenue grew from ₹620 Cr (FY22) to ₹1.7K Cr (FY26E), a 28% CAGR. Net profit
expanded from ₹28 Cr to ₹140 Cr (50% CAGR), reflecting strong operating leverage.
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Disclaimer

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.
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