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Capital Goods and Defence

Sector Update

Q4FY25 Review; healthy quarter despite high
base

Our capital goods and defence coverage universe reported a healthy quarterly
performance with cumulative revenue growth of 8.6% YoY to Rs1.5trn and
EBITDA/PAT growth of 7.2%/6.9% YoY to Rs224bn/Rs153bn despite a higher
base. The product companies continued to benefit from strong domestic
demand while the Chinese dumping, geopolitical and tariff related
uncertainties dented the export business of product and industrial consumable
companies. The project companies saw better execution and increasing
traction from Power T&D, Infrastructure, Data Centers and O&G while the
Defence companies outperformed on the back better execution amid push for
defence indigenization. Cumulative order intake growth of 10.2% to ~Rs1.7trn
was largely driven by traction in electronics, data center, power T&D,
renewable energy and O&G.

Product companies reported healthy cumulative revenue growth (+9.1% YoY)
against a high base primarily led by robust domestic demand. Exports were largely
impacted due to geopolitical and reciprocal tariff related uncertainties. The
EBITDA margins largely improved YoY driven by better operating leverage in most
companies. The order intake was driven by sectors such as Data centers, T&D,
electronics, O&G and Railway equipment.

Project companies (ex. Defence) reported healthy cumulative revenue growth of
11.5% YoY (+13.3% YoY ex. L&T) aided by healthy execution in Power T&D, civil
infrastructure, O&G and Buildings & Factories segments. L&T's revenue growth of
10.9% YoY was largely driven by better execution in domestic business. EBITDA
margins for project companies largely improved during the quarter owing to the
benefits of operating leverage and better revenue mix. Meanwhile, the labor
shortages remained a headwind for the project companies.

Industrial consumable companies reported marginal improvement in the revenue
(+1.2% YoY) aided by resilient domestic demand however the Chinese dumping,
geopolitical and tariff related uncertainties significantly affected the export
business. The margins of the consumable companies declined YoY in Q4 primarily
due to an unfavorable product mix and decline in its export business.

Defence companies: HAL reported -7.2% YoY growth in Q4FY25 against a high
base while Bharat Electronics (+6.9% YoY) and BEML (+9.2% YoY) reported healthy
growth. The EBITDA margins of the defence companies largely increased due to
better execution and operational efficiencies. Defence companies continued to
benefit from the government’s push on the indigenization while the geopolitical
events during the quarter led to Emergency Procurement from government which
will lead to additional orders for the defence companies.

June 5, 2025



EsTD

PIL. Capital | 'NsTiTuTioNAL .
% PRABHUDAS L]I;L)LADHER | EQUITIES Capltal Goods and Defence

Exhibit 1: Conviction Picks Commentary

Kirloskar Pneumatic We believe KKPC is well placed for healthy long-term growth driven by 1) products
launches in air compression (Tezcatlipoca, ARIA) to capture centrifugal and low-end
screw compressor markets that are import dominated, 2) market leadership in
up/mid/downstream oil & gas and CNG mother stations, where the investment
pipelines are robust, 3) new products — Calana and Jarilo — to address opportunities in
CNG daughter stations and CBG plants respectively, 4) launch of Khione and
acquisition of S&C India to enhance penetration in commercial and industrial
refrigeration, 5) focus on building in house IP and backward integration capabilities,
and 6) strong cash flows and balance sheet.

Voltamp Transformers We remain positive on VAMP considering its 1) strong market position in industrial
transformers, 2) healthy demand momentum, 3) debt-free balance sheet, 4) consistent
free cash flow generation, and 5) growing high-margin services business.

Triveni Turbine We believe TRIV's prospects continue to remain strong due to 1) healthy enquiry
pipeline across markets, 2) growing share of higher margin exports & aftermarket sales,
3) strong traction in both industrial & API drive turbines, and 4) robust order book with
strong inflows across businesses.

ABB India We remain positive on ABB given 1) increasing traction for energy efficient and
premium quality products, 2) resilient business model, 3) focus on high-growth areas
such as data centers, rail & metro, renewables and electronics, and 4) strong domestic
order pipeline.

Source: Company, PL

Exhibit 2: Q4FY25 Result Snapshot

Sales EBITDA Adj. PAT Order Inflow

Q4FY25 QA4FY24 YoY gr. Q4FY25 Q4FY24 YoY gr. Q4FY25 Q4FY24 YoY gr. Q4FY25 Q4FY24 YoY gr.
ABB India 31,596 30,804 2.6% 5,823 5,652 3.0% 4,741 4,596 3.2% 37,510 36,070  4.0%
Apar Industries 52,098 44,551 16.9% 4,582 4267 74% 2,500 2362 58% 21,140 30,180 -30.0%
BEML 16,525 15,137 9.2% 4,225 3704  141% 2,876 2,568 12.0% 10,350 11,260 -8.1%
Bharat Electronics 91,197 85,285 6.9% 27,890 22,800 223% 21048 17,835 18.0% 100,343 80,341 249%
BHEL 89,934 82,603 8.9% 8,317 7279 143% 5040 4,844 41% 4,45880 4,118,590 6.5%
Carborundum Universal 12,171 12,012 1.3% 1,463 2,094 -30.1% 291 1,348 -78.4% = = NA
Cummins India 24,569 23,162 6.1% 5,197 5443 -45% 5,214 5615 -7.2% - - NA
Engineers India 10,102 8,051 25.5% 2,184 775 182.0% 1,973 1155 70.8% 11,989 3,597 233.3%
Elgi Equipments 9,929 8,659 14.7% 1,499 1,252  19.7% 1,020 765 33.4% - - NA
GE Vernova T&D 11,525 9136 26.2% 2,671 1,110 140.8% 1,977 663 198.3% 29,91 13,349 124.1%
Grindwell Norton 7,095 6,911 2.7% 1,273 1,250 1.9% 925 926 -0.1% - - NA
Harsha Engineers 3,730 3804 -2.0% 352 545 -35.5% (116) 368 -131.5% = = NA
Hindustan Aeronautics 1,36999 147,688 -72% 52949 59,013 -10.3% 39,767 43,087 -7.7% - - NA
Ingersoll-Rand India 3,223 2,987 7.9% 835 735  13.5% 677 639 5.9% = = NA
KEC International 68,721 61,648 11.5% 5,388 3,880 38.9% 2,682 1518 76.7% 26,890 52,520 -48.8%
Kalpataru Projects 62,042 51,470 20.5% 5232 4,000 30.8% 2,657 1,750 51.8% 52,940 119,570 -55.7%
Kirloskar Pneumatic 5,916 4900 20.7% 1,097 916  19.8% 830 665 24.7% 3,600 5,200 -30.8%
L&T 743923 6,70,787 10.9% 82,025 72340 134% 50,225 43,025 16.7% 896,130 721,500 24.2%
Praj Industries 8,597 10,186 -15.6% 754 1,262 -40.3% 398 919 -56.7% 10,320 9,240 MNM.7%
Siemens 42,590 41,524 2.6% 5,301 6,369 -16.8% 4,540 5,067 -10.4% 53,050 36,970 435%
Thermax 30,849 27,637 1.6% 2,997 2,732 9.7% 2,057 1,876 9.7% 21,190 23,090 -82%
Triveni Turbine 5,380 4,581 17.5% 1,204 898 34.0% 939 760 23.6% 6,280 4,351 44.3%
Voltamp 6,248 5,042 239% 1,164 1,007 15.5% 968 935 3.5% 3,301 4,740 -30.4%
Total 14,74,959 13,58,561 8.6% 2,24,422 2,09,321 72% 153229 143286 69% 17,30,825 15,70,568 10.2%

Source: Company, PL
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Story in charts:

Exhibit 3: Cumulative sales grew 14.1% YoY in FY25

Capital Goods and Defence

Exhibit 4: Cumulative EBITDA margin improved in FY25
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Exhibit 5: Cumulative PAT grew 17.0% YoY in FY25 Exhibit 6: Strong order booking momentum continues
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Exhibit 7: Order books continue to expand Exhibit 8: Q4FY25 Revenue grew 8.6% YoY to Rs1.5trn
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Exhibit 9: Valuation Summary
CMP TP MCap Sales (Rs bn) EBITDA (Rs bn) PAT (Rs bn) EPS (Rs) RoE (%) PE (x)

Company Names
(Rs) (Rsbn) Fyaq FY25E FY26E FY27E FY24 FY25E FY26E FY27E FY24 FY25E FY26E FY27E FY24 FY25E FY26E FY27E FY24 FY25E FY26E FY27E FY24 FY25E FY26E FY27E

ABB India* S BUY 6042 6851 12802 1045 1219 1383 1577 149 231 245 279 125 187 201 230 6589 885 950 1088 229 288 262 255 1026 683 636 556
Apar Industries C ACC 7950 70825 3193 1615 1858 2259 2640 152 155 183 218 83 82 98 118 2054 2045 2444 2945 270 196 203 211 387 389 325 270
Bharat Electronics S HOLD 391 374 28552 2017 2366 2738 3234 500 677 740 870 402 529 581 684 55 72 80 94 271 296 269 265 710 540 491 418
BEML C  Hold 4374 4142 1821 405 402 476 597 44 51 66 89 28 29 43 59 677 702 1026 1428 111 105 140 172 646 623 426 306
BHEL S HOLD 254 237 8836 2389 2834 3894 4746 61 124 327 568 26 51 195 375 07 15 56 108 10 21 75 131 340 1722 454 235
82;5::5“;‘1“’“ C HOLD 962 1028 1831 470 489 518 573 74 71 67 79 46 36 38 46 242 187 198 242 155 107 103 116 397 515 485 398
Elgi Equipments C ACC 534 559 1694 322 351 386 434 49 52 61 71 31 35 41 48 98 111 129 151 209 201 202 200 543 484 413 354
Engineers India C ACC 232 250 1305 328 309 402 481 30 43 57 71 40 50 60 72 72 88 107 127 191 202 214 230 323 262 217 182
ﬁzizemo"aT&D S ACC 2360 2005 6042 317 429 591 755 32 83 1.4 147 18 62 79 103 71 243 307 401 156 413 384 383 3337 969 768 589
Grindwell Norton C HOLD 1815 1739 2009 270 282 306 342 54 53 57 65 40 38 41 48 363 344 374 435 208 177 175 184 500 527 485 417
::i;::;;?;?eers C ACC 388 398 353 139 141 152 168 17 17 22 25 11 12 14 17 122 128 159 190 99 96 1.0 18 317 302 244 205
:;”r‘iﬁiat?cs C ACC 4960 5500 33170 2983 3098 3378 3858 919 961 1031 1140 707 836 847 920 1057 1250 1267 1375 268 261 223 208 469 397 392 361
Ingersoll-Rand (India) S  BUY 3,786 4522 1195 120 134 153 176 27 34 38 44 22 27 29 34 704 847 930 1077 384 450 455 474 537 447 407 352
KEC International C ACC 881 911 2345 1991 2185 2509 2903 121 150 210 260 35 55 99 135 130 207 371 506 88 117 171 198 676 425 237 174
Cummins India S BUY 3347 3646 9278 896 1034 1166 1327 176 207 229 260 166 191 210 241 600 688 759 868 288 289 277 277 558 487 441 386
:ﬁfit:t'i‘;sarf]eCts S ACC 1170 1268 1998 1676 1889 2314 2806 137 159 202 257 56 67 89 121 327 393 520 706 101 104 17 143 358 297 225 166
(K:'Q;Sg:r:ypne”mat'c C BUY 1330 1636 862 132 164 190 224 20 29 35 43 14 22 25 30 218 332 388 467 165 213 212 218 609 401 343 285
Larsen & Toubro C  BUY 3627 4,004 49864 22111 25573 29572 33701 2349 2643 317.8 384.4 1297 1471 1855 2322 943 1070 1349 1688 148 160 174 185 385 339 269 215
Praj Industries C BUY 494 545 908 347 323 355 417 37 31 35 45 28 20 23 31 154 108 128 170 241 149 161 190 320 458 387 290
Siemenstt C ACC 3309 3497 11781 1928 160.8 1729 1976 172 212 225 262 141 173 190 217 397 486 533 609 1.4 122 118 122 834 681 621 543
Thermax C ACC 3515 3629 4188 932 1039 171 1308 80 91 105 124 59 63 79 89 495 532 662 745 142 135 150 150 711 660 531 472
Triveni Turbine C BUY 591 772 1880 165 201 249 324 32 44 56 73 27 36 47 61 85 112 148 193 313 333 353 363 699 526 398 306
¥r‘;'r:22fmers S BUY 8988 10285 909 162 193 194 236 32 37 35 41 31 33 33 37 3038 3216 3257 3673 250 221 194 190 296 279 276 245
ABB India S BUY 6042 6851 12802 1045 1219 1383 1577 149 231 245 279 125 187 201 230 589 885 950 1088 229 288 262 255 1026 683 636 556
Source: Company, PL *Y/e Dec/#Y/e Sep  S=Standalone / C=Consolidated / Acc=Accumulate

Some stocks have variation from our rating system regarding the target prices and upsides due to increased market volatility. We have maintained our rating and TP for the stocks in which we
have a long-term positive outlook. We shall review and revise the same at appropriate time.
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Analyst Coverage Universe
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Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 ABB India BUY 6,851 5,587
2 Apar Industries Accumulate 7,825 6,928
3 BEML Accumulate 4142 4,280
4 Bharat Electronics BUY 374 364
5 BHEL Accumulate 237 244
6 Carborundum Universal Accumulate 1,028 985
7 Cummins India BUY 3,646 3,169
8 Elgi Equipments BUY 559 500
9 Engineers India BUY 250 230
10 GE Vernova T&D India Accumulate 2,005 1,880
1" Grindwell Norton Accumulate 1,739 1,773
12 Harsha Engineers International Accumulate 398 374
13 Hindustan Aeronautics Accumulate 5,500 5,128
14 Ingersoll-Rand (India) BUY 4,522 3,919
15 Kalpataru Projects International BUY 1,268 1,116
16 KEC International Accumulate M 871
17 Kirloskar Pneumatic Company BUY 1,636 1,230
18 Larsen & Toubro BUY 4,004 3,324
19 Praj Industries BUY 545 461
20 Siemens Accumulate 3,497 3,135
21 Thermax Accumulate 3,629 3,297
22 Triveni Turbine BUY 772 560
23 Voltamp Transformers BUY 10,285 8,195
PL's Recommendation Nomenclature (Absolute Performance)
Buy > 15%
Accumulate : 5% to15%
Hold : +5%to-5%
Reduce : -5%to -15%
Sell 1 <-15%
Not Rated (NR) : No specific call on the stock
Under Review (UR) . Rating likely to change shortly

June 5, 2025 5
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ANALYST CERTIFICATION
(Indian Clients)

We/I, Mr. Amit Anwani- MBA (Finance), Mr. Prathmesh Salunkhe- MBA Finance 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.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution
for third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be
reported or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given,
made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in
transactions of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHOO0000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for
any other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of
interest at the time of publication of this report.

It is confirmed that Mr. Amit Anwani- MBA (Finance), Mr. Prathmesh Salunkhe- MBA Finance Research Analysts of this report have not received any compensation from the
companies mentioned in the report in the preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and
its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be
engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company
or act as an advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related
information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules
or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or
transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209
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