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Bharat Electronics Limited

Sector: Aerospace & Defense

= About Bharat Electronics Limited

Bharat Electronics Limited (BEL) is India's crown jewel in defence electronics — a Navratna public
sector undertaking under the Ministry of Defence, Government of India. Founded in 1954 and
headquartered in Bengaluru, BEL has spent over seven decades building India's indigenous defence

technology ecosystem from the ground up. fit

The company designs, develops, and manufactures an extraordinary range of advanced electronic
products and systems — including radar and fire control systems, electronic warfare suites,
communication and network-centric systems, missile systems, sonar systems, electro-optics, and
homeland security solutions. Its customers are primarily the Indian Army, Navy, Air Force, and
various government security agencies.

With nine manufacturing units spread across India and a strong R&D backbone, BEL collaborates
with DRDO, HAL, and global OEMs to deliver cutting-edge technology. The company has steadily
grown its civilian electronics portfolio too, diversifying into e-governance, healthcare electronics,

solar energy systems, and smart city solutions.

BEL commands a near-monopoly position in several critical defence subsystems, making it an
irreplaceable pillar of India's national security infrastructure. Its order book consistently exceeds
70,000 crore — a testament to its unmatched credibility and pipeline visibility.

&) Official website: Bharat Electronics Limited Official Website

£’ Expansion Plans

BEL is not resting on its laurels — the company has articulated an ambitious growth roadmap that
goes well beyond its traditional defence electronics comfort zone. ',

1. New Product Verticals: BEL is aggressively expanding into quantum communication, artificial
intelligence-enabled surveillance systems, and space electronics. The company has signed MoUs
with ISRO for electronic payloads and ground systems, tapping into India's booming space economy.

&

b

2. Atmanirbhar Bharat Push: With India's government mandating indigenisation across all defence
procurement, BEL is ramping up domestic manufacturing capacity for radars, electronic fuses, and
advanced avionics. The company is investing heavily in state-of-the-art manufacturing lines at its
Bengaluru, Hyderabad, Pune, and Navi Mumbai facilities to meet surging order inflows.

3. Export Ambitions: BEL has set a target of achieving 5,000 crore in exports by FY27, up from a
relatively modest base. It is actively pursuing defence export opportunities in Vietnam, Myanmar, Sri
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Lanka, Egypt, and several African nations — marketing battle-proven systems like coastal
surveillance, radar platforms, and electronic warfare suites. @

4. Civilian & Smart City Expansion: BEL is scaling its non-defence revenue through metro rail
systems, e-voting machines, electronic toll collection, solar-powered systems, and medical
electronics. The company aims for non-defence revenue to contribute meaningfully to overall
topline, reducing reliance on lumpy government defence contracts.

5. Capacity & Workforce Expansion: BEL plans to set up a new greenfield facility focused
exclusively on next-generation electronic warfare and network-centric warfare products. Alongside
this, the company is investing in upskilling its workforce in Al, machine learning, and embedded
systems engineering to future-proof its talent pipeline. =

Taken together, BEL's expansion strategy positions it as a multi-decade compounder in India's
defence and technology sector.

%4 Key Positives

® 2 Unmatched Moat: BEL enjoys a near-monopoly as a trusted supplier to the Indian Armed
Forces. Decades of relationship-building, security clearances, and deeply embedded systems
integration make it nearly impossible for new entrants to displace BEL overnight.

®* & Debt-Free Balance Sheet: With a D/E ratio of zero, BEL carries no financial debt. This gives it
enormous resilience during downturns and allows free cash flows to be deployed toward R&D,
capex, and shareholder returns without the burden of interest obligations.

* il Exceptional Capital Efficiency: A ROCE of 37% and ROE of 27.8% are extraordinary for a
PSU — these numbers rival the best private sector companies in India. High capital efficiency
means every rupee reinvested generates superior returns for shareholders.

* <’ Massive Order Book Visibility: BEL's order book is consistently in excess of ¥70,000-80,000
crore — approximately 3-4 years of revenue. This provides exceptional earnings visibility and
makes revenue forecasting highly reliable for investors.

* ¢ Atmanirbhar Tailwind: India's push for self-reliance in defence is a structural, decade-long
tailwind. As import substitution mandates intensify, BEL is first in line to capture billions of
rupees in orders that were previously placed with foreign OEMs.

® 1 Consistent EPS Growth: BEL has delivered consistent EPS growth of approximately 17%
annually, reflecting disciplined execution, improving margins, and a growing revenue base driven
by higher-value systems.

® | Strong Promoter Commitment: Government of India holds 51.14% stake with zero pledging
— a clear signal of confidence and stability. There is no risk of promoter selling pressure or

pledge-related distress.

* . Diversification into High-Growth Segments: BEL's entry into space electronics, Al-enabled
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surveillance, guantum communication, and smart city infrastructure opens multiple new revenue

streams beyond traditional defence budgets.

® ] Consistent Dividend Payer: BEL has a strong track record of paying regular dividends, making
it attractive for both growth and income-oriented investors — a rare combination in the mid-cap

defence space.

A, Key Concerns
® 1, Valuation Premium: At a PE of ~49x, the stock is trading at a significant premium to intrinsic
value (X267 vs. market price 411). Investors entering at current levels must be comfortable with

a long holding horizon for returns to materialise.

® 1, Order Lumpiness: Defence contracts are large, infrequent, and government-timeline
dependent. Any delay in order finalisation or budget reallocation can cause quarterly earnings to

miss expectations and trigger short-term volatility.

® 1, PSU Execution Risk: Despite strong financials, PSU culture can sometimes impede agility,
innovation speed, and the ability to pivot quickly to new technology paradigms like Al-driven
warfare systems.

® .1, Rising Private Sector Competition: Companies like L&T Defence, Tata Advanced Systems,
and Mahindra Defence are investing heavily, potentially nibbling at BEL's market share in select

segments over the coming decade.

@, SWOT Analysis

Bharat Electronics Limited presents a compelling SWOT profile that blends formidable strengths
with manageable risks. Its core strengths — zero debt, exceptional ROCE, irreplaceable defence
relationships, and a multi-year order book — create a powerful moat that few Indian companies can
match. The weaknesses of PSU bureaucracy and revenue concentration are real but are being
actively addressed through diversification. On the opportunity side, India's rising defence budgets,
export ambitions, and space/Al/quantum verticals offer decades of growth runway. The primary
threats come from intensifying private competition and geopolitical budget risks — risks worth
monitoring but unlikely to derail BEL's structural growth story. € il

f# STRENGTHS

® Near-monopoly supplier to Indian Armed Forces with decades of trusted relationships
® Zero debt balance sheet with strong cash generation and high ROCE of 37%
®* Massive and growing order book exceeding X70,000 crore providing multi-year revenue visibility

® Strong government backing as a Navratna PSU with 51% promoter holding

®* Heavy dependence on government defence orders making revenue lumpy and unpredictable
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® Limited private sector and export revenue diversification compared to global peers

® Bureaucratic PSU culture can slow innovation cycles and talent retention

£ OPPORTUNITIES
®* |ndia's defence budget rising steadily with X6+ lakh crore allocation boosting order inflows
® |ndigenisation push under Atmanirbhar Bharat creating massive domestic sourcing demand

® Export opportunities to friendly nations in South Asia, Africa, and Southeast Asia

@ THREATS

® Private sector defence companies like L&T, Tata Advanced Systems intensifying competition
® Geopolitical shifts or budget cuts could delay or reduce defence procurement orders

® Rapid technology changes in Al-driven warfare may require heavy R&D investments

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

2/ Profit & Loss (Last 5 Years)

Bharat Electronics Limited has delivered an impressive and consistent financial performance over
the past five years. Revenue has compounded at approximately 17% CAGR, growing from around
15,267 crore in FY22 to an estimated 28,200 crore in FY26, driven by surging defence order
execution and new product deliveries. (3] Net profits have grown even faster — at roughly 20%
CAGR — reflecting improving operating leverage, a richer product mix (higher-margin systems vs.
components), and disciplined cost management. BEL's margin expansion story is a key reason
institutional investors continue to accumulate the stock despite its premium valuation. &

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

accurate.

@ Risk Factors

* @ Defence Budget Cuts: Any significant reduction in India's defence capital expenditure
allocation — due to fiscal consolidation or reallocation — could materially reduce order inflows
and slow revenue growth.

* @ Geopolitical Dependencies: BEL's export growth depends on stable bilateral relations with
target countries. Geopolitical disruptions can delay or cancel export contracts.

* @ Technology Obsolescence Risk: The rapid evolution of Al, cyber warfare, and autonomous
systems means BEL must continuously upgrade its technology stack — requiring sustained R&D
investments that could pressure near-term margins.

* @ Execution Risk on Large Contracts: Delays in delivering complex, first-of-its-kind systems

can lead to liquidated damages, reputational risk, and delayed revenue recognition.
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* @ Foreign Exchange Risk: BEL imports a significant portion of components and sub-systems.
Rupee depreciation against the dollar or euro can inflate input costs and compress margins.

* @ Policy and Regulatory Risk: Changes in defence procurement policies, DPSU restructuring
plans, or government disinvestment decisions could introduce uncertainty into BEL's operational
and ownership structure.

* @ Key Managerial Concentration: Being a PSU, top leadership is government-appointed with

fixed tenures. Frequent leadership transitions can sometimes disrupt strategic continuity.

1l Value Investing Snapshot

Market Price (%) 411

Mkt Cap (X Cr) 2,99,732Cr @
PE Ratio 48.9x

PB Ratio 12.7x )
Intrinsic Value () 267 (Market price > IV — Overvalued) @
D/E Ratio 0 (Debt-Free) 4
ROE (%) 27.8% 4
ROCE (%) 37.0% 4
Revenue CAGR (3Y) * ~17% 4

Profit CAGR (3Y) * ~20% 4
Promoter Holdings (%) 51.14% 4
Pledging (%) N/A (Nil) 2

* Revenue CAGR (3Y) and Profit CAGR (3Y) are analyst estimates based on available financial trends and
may vary from audited figures.

Legend: @ Green = Strong / Attractive | € | @ Red = Weak / CautionMkt
Cap: © <310,000Cr € 10,000 Cr - ¥1,00,000 Cr @ > %1,00,000 Cr (1 lakh crore)

. Valuation Note: At 411, BEL's market price is significantly above its intrinsic value of 267
(calculated using the Benjamin Graham formula: IV = EPS x (8.5 + 2G) x 6% / 8%). This suggests the
stock is currently priced for perfection — implying that strong future growth is already baked into
the price. Value investors should wait for a meaningful correction or accumulate gradually over
time. You can calculate the intrinsic value of any stock using the Futurecaps Intrinsic Value
Calculator. fg

2 About Futurecaps

Futurecaps is a SEBI-registered investment research platform trusted by thousands of retail
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investors across India for its rigorous, unbiased multibagger stock research. in Our team of
experienced analysts combines fundamental value investing principles with deep sector expertise to
identify high-conviction stock opportunities before the crowd. From small-cap hidden gems to large-
cap compounders, Futurecaps delivers research-backed, actionable insights that empower everyday
investors to build long-term wealth. We believe every Indian deserves access to institutional-quality
research — and we are on a mission to make that a reality. Join our growing community of smart,

informed investors today! £ @&

. About Value Investing

Value investing is the time-tested strategy of buying stocks below their intrinsic value — the true
worth of a business based on its earnings, growth, and risk profile. Pioneered by Benjamin Graham
and perfected by Warren Buffett, value investing focuses on margin of safety: paying less than what
a business is worth so that even if things go slightly wrong, your downside is protected. € The key
metrics to watch are PE ratio, PB ratio, ROE, ROCE, and intrinsic value. Want to calculate the
intrinsic value of any stock yourself? Try the Futurecaps Intrinsic Value Calculator — it is free, fast,

and incredibly insightful! [g] |

fal Profit & Loss

Bharat Electronics Limited revenue grew from X15.3K Cr (FY22) to X28.2K Cr (FY26E), a 17% CAGR. Net
profit expanded from X2.1K Cr to X5.2K Cr (26% CAGR), reflecting strong operating leverage.
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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.
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