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Solar Industries

Defence

Solar Industries India Limited (SOIL)'s Q2FY26 EBITDA of INR 5.5bn rose 24%/3% YoY/QoQ; though, slightly lower than
consensus estimate of INR 5.7bn. SOIL’s defence revenue crossed the INR 5bn mark for the first time and management
sounds confident of achieving its INR 30bn revenue guidance for FY26 (H2 to be stronger as Pinaka deliveries begin).
Order book (OB) improved to INR 171bn, including defence’s OB of >INR 155bn (export OB of >INR 80bn). Management
maintains its revenue (INR 100bn) and EBITDA margin (26% or above) guidance for FY26, while some capex may be
deferred to next year. However, overall capex of INR 125bn over the next five years remains intact, as SOIL is working
on multiple defence projects. We maintain BUY and our target price of INR 17,200, based on 55x FY28E EPS.

Best-ever performance despite challenging time

SOIL’'s EBITDA of INR 5.5bn was slightly below consensus estimate of INR
5.7bn. Key points: 1) EBITDA margin improved sequentially to 26.5% (24.8%
in Q1FY26), mainly on account of higher defence contribution and
improvement in international business performance. 2) Defence revenue
surged by 57% YoY while the international business grew by 21% YoY; other
revenue (ex-defence and international) was mainly impacted by the prolonged
monsoon season. 3) Defence OB increased to INR 155bn+ including the export
book of >INR 80bn+. 4) SOIL incurred capex of INR 7.6bn in H1FY26, as
against its annual guidance of INR 25bn. The company expects some
deferment in its capex plans for FY26. 5) CFO stands at INR 958mn, it was
impacted by higher working capital requirements. 6) Net cash position, as of
end-Q2FY26, stands at INR 2bn. Management maintains its guidance of: 1)
revenue at INR 100bn, with defence revenue at INR 30bn; and 2) improvement
in EBITDA margin (vs. FY25 levels).

Defence revenue to pick up from Q3 as Pinaka execution starts
SOIL has booked defence revenue of INR 9.2bn in H1FY26 and management
sounds confident of achieving its stated revenue target of INR 30bn for FY26,
as Pinaka execution starts picking up from Q3, along with the execution of
other international defence orders. We believe, H2 is likely to remain strong for
SOIL, as this segment has better profitability. Further, we expect more defence
orders to flow in from H2FY26 from both international and domestic market.

Financial Summary

Y/E March (INR mn) FY25A FY26E FY27E FY28E
Net Revenue 75,403 98,574 122,833 153,236
EBITDA 19,604 25,591 32,441 41,294
EBITDA Margin (%) 26.0 26.0 26.4 26.9
Net Profit 12,824 17,061 21,910 28,305
EPS (INR) 141.7 188.5 242.1 312.8
EPS % Chg YoY 46.6 33.0 28.4 29.2
P/E (x) 94.6 711 55.4 42.9
EV/EBITDA (x) 52.0 40.2 31.8 24.9
RoCE (%) 323 33.0 34.0 34.1
RoE (%) 333 32.6 30.5 29.2
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Market Data

Market Cap (INR) 1,213bn
Market Cap (USD) 13,675mn
Bloomberg Code SOIL IN
Reuters Code SLIN.BO
52-week Range (INR) 17,820 /8,479
Free Float (%) 27.0
ADTV-3M (mn) (USD) 15745
Price Performance (%) 3m 6m 12m
Absolute (7.3) (0.6) 32.1
Relative to Sensex (11.9) (5.7) 27.0
ESG Score 2023 2024 Change
ESG score 59.4 60.3 0.9
Environment 34.7 43.0 8.3
Social 69.8 68.1 (1.7)
Governance 69.6 70.8 1.2

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, |-sec research
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22-05-2025: Q4FY25 results review
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Outlook: Defence to lead margin expansion; H2 shall be better

SOIL's strategy to focus on its defence and international businesses has started to bear
fruit, helping the company to improve its OB sharply to over INR 171bn (including
defence order of INR 155bn+). Though, H1FY26 was tough for domestic explosive
business due to a prolonged monsoon season impacting mining and infrastructure, we
remain positive on the overall growth prospects (Indian Government auctioned over
400 mines in the past 4-5 years and many of them are expected to get operationalised
in the next 2-3 years). Further inroads in new geographies and ramp-up in existing
plant should further boost international business. SOIL has already transformed into
one of the strongest players in the defence segment and continues to invest heavily in
new projects, which will likely further open the doors to aggressive growth. Further, we
believe, several macro tailwinds — ReArm Europe (Readiness 2030), emergency
procurement, replenishment market for high energy materials in the international
geographies and traction in new platforms — could aid defence earnings.

We maintain our BUY rating as well as target price of INR 17,200 (55x FY28E EPS).

Key risks

e Delay/deferring in defence spending and ordering

e Slow traction in construction and infrastructure segments.
Q2FY26 conference call: Takeaways

e InQ2FY26 - 1) due to a prolonged monsoon season, there was a considerable drop
in the coal-mining activity, which impacted demand of explosives; and 2)
depreciation has increased QoQ due to increased capex.

e Guidance: 1) Management maintain its FY26 guidance of INR 100bn and is
optimistic of achieving it. 2) SOIL expects commercial sale of PINAKA to commence
from Q3FY26. 3) Management expects annualized growth of 15% for the
international business.

e Capex: In H1FY26, capex of INR 7.6bn, which was lower due to the impact of a
heavy and prolonged monsoon season. Management expects capex for FY26 to
be lower than earlier guidance of INR 25bn

e International Business: The rise in contribution in Q2FY26, is due to the continuous
efforts over the last three years in ramping up facilities in other countries.
Management is also setting up operations in Australia, Kazakhstan, Saudi Arabia
etc. with expectation of commissioning in next 6-12months.

e Counter-drone projects: 1) Nagastra — has received repeat orders; and 2)
Bhargavastra and Rudrastra are under development phase.

o Key updates: 1) Started trail production of 155mm shells; management expects
commercial production to begin by Q4FY26. 2) Bhargavastra (counter-drone) field
trials are ongoing and it is expected to be completed in Mar'26. 3) Y-55 production
shall commence in the next two quarters, after technical qualification.

e Upcoming orders: 1) PINAKA guided rockets — SOIL has participated and
management expects the order to come through in 1-2 quarters. 2) It has also
participated in RFIs of medium calibre ammunition (20/30/40mm) and other
products like — i) loitering ammunition; ii) counter-drone systems; and iii) missile
program (KUSHA).

e Working capital: WC was impacted by the dip in mining activities at CIL; but
management guides it to be in the level of ~90 days by Mar'26.
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SOIL Q2FY26 performance review

(INR mn) Q2FY26 Q2FY25 YoY (%) Q1FY26 QoQ (%) H2FY26 H2FY25 YoY (%)
Net Sales 20,822 17,158 214 21,545 (3.4) 42,367 34,106 242
EBITDA 5,528 4,448 24.3 5,349 34 10,877 8,942 216
EBITDA Margin (%) 26.5 259 24.8 25.7 26.2
Depreciation 606 436 39.0 560 8.3 1,166 836 39.5
Other Income 292 305 (4.2) 293 (0.3) 584 547 6.8
Interest 309 297 3.9 274 12.6 583 572 1.9
PBT 4,905 4,019 220 4,807 2.0 9,712 8,081 20.2
Tax 1,281 1,032 24.1 1,281 (0.1) 2,562 2,109 215
Adj PAT 3,615 3,038 19.0 3,626 25 7,141 6,043 18.2
Adj PAT margin (%) 17.4 17.7 16.4 16.9 17.7
EPS (INR) 39.9 336 19.0 39.0 25 789 66.8 18.2
Source: I-Sec research, Company data
SOIL quarterly revenue breakdown
(INR mn) Q2FY26 Q2FY25 YoY (%) Q1FY26 QoQ (%)
Sales breakdown
CIL 156 169 (7.7) 238 (34.5)
Institutional 271 224 210 348 (22.1)
Housing & infra 171 191 (10.5) 312 (45.2)
Exports & overseas 963 799 20.5 826 16.6
Defence 506 322 57.1 418 21.1
Others 15 11 36.4 12 25.0
Source: Company data, I-Sec research
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Financial Summary

Profit & Loss
(INR mn, year ending March)

Cashflow statement
(INR mn, year ending March)

FY25A FY26E FY27E FY28E _ FY25A FY26E FY27E FY28E
Operating Cashflow 12,533 15,819 21,446 27,257
Net Sales 75,403 98,574 122,833 153,236 Working Capital Changes (2,774) (3,778) (3,297) (4,092)
Operating Expenses 16,726 21,317 25,912 31,589 Capital Commitments (9,773) (25,000) (25,000) (25,000)
EBITDA 19,604 25,591 32,441 41,294 Free Cashflow 2,761 (9,181) (3,554) 2,257
EBITDA Margin (%) 26.0 26.0 26.4 269 Other investing cashflow (2,711) 921 1,197 1,556
Depreciation & Amortization 1,815 2,269 2,723 3,267 Cashflow from Investing
EBIT 17,789 23,323 29,719 38,027 Activities (12.483) (24.079) (23.803) (23.444)
Interest expenditure - - - - Issue of Share Capital - - - -
Other Non-operating Interest Cost (1,165) (1,188) (1,307) (1,333)
Income 708 921 1197 1,556 Inc (Dec) in Borrowings 8,035 (3,939) - -
Recurring PBT 17,332 23,055 29,609 38,250 Dividend paid (679) (679) (679) (679)
Profit / (Loss) from ) ) ) ) Others (1,859) 625 679 679
Associates Cash flow from Financing
Less: Taxes 4,508 5,994 7,698 9,945 Activities 4332 (5.181) (1.307) (1.333)
PAT o 12,824 17,061 21,910 28,305 Chg. in Cash & Bank 4382 (13,441 (3,664) 2,480
Less: Minority Interest - - - - balance
Extraordinaries (Net) - - - - Closing cash & balance 7,255 (6,187) (9,850) (7,370)
Net Income (Reported) 12,824 17,061 21,910 28,305 Source Company data, I-Sec research
Net Income (Adjusted) 12,824 17,061 21,910 28,305 '
Source Company data, I-Sec research Key ratios
(Year ending March)
Balance sheet
(INR mn, year ending March) FY25A FY26E FY27E FY28E
Per Share Data (INR)
GRS Reported EPS 141.7 188.5 242.1 3128
Total Current Assets 35,975 30,081 34,297 46,652 Adjusted EPS (Diluted) 141.7 188.5 242.1 3128
of which cash & cash eqv. 7,255 (6,187) (9,850) (7,370) Cash EPS 161.8 213.6 2722 3489
Total Current Liabilities & Dividend per share (DPS) - - - -
Provisions 15682 19,656 24,456 30,466 Book Value per share (BV) 484.7 672.7 914.8 1,227.6
Net Current Assets 20,294 10,425 9,841 16,186 Dividend Payout (%) - - - -
Investments 8,630 8,530 8,530 8,530
Net Fixed Assets 24,698 31,463 53,741 75,474 Growth (%)
ROU Assets - - - - Net Sales 24.2 30.7 24.6 24.8
Capital Work-in-Progress 7,034 23,000 23,000 23,000 EBITDA 432 30.5 26.8 27.3
Total Intangible Assets 1,837 1,837 1,837 1,837 EPS (INR) 46.6 33.0 28.4 29.2
Other assets 422 422 422 422
Deferred Tax Assets - - - - Valuation Ratios (x)
Total Assets 66,932 80,000 101,910 130,215 P/E 94.6 71.1 55.4 429
Liabilities P/CEPS 82.9 62.8 49.3 38.4
Borrowings 9,396 5,457 5,457 5,457 P/BV 27.7 19.9 14.7 109
Deferred Tax Liability 2,190 2,190 2,190 2,190 EV /EBITDA 52.0 40.2 31.8 24.9
provisions 53 53 53 53 P/ Sales 17.4 13.3 10.7 8.5
other Liabilities 9,926 9,926 9,926 9,926 Dividend Yield (%) - - - -
Equity Share Capital 181 181 181 181
Reserves & Surplus 43,682 60,689 82,600 110,905 Operating Ratios
Total Net Worth 43,863 60,870 82,781 111,086 Gross Profit Margins (%) 48.2 47.6 47.5 47.6
Minority Interest 1,503 1,503 1,503 1,503 EBITDA Margins (%) 26.0 26.0 26.4 26.9
Total Liabilities 66,932 80,000 101,910 130,215 Effective Tax Rate (%) 26.0 26.0 26.0 26.0
Source Company data, I-Sec research Net Profit Margins (%) 17.0 17.3 17.8 18.5
NWC / Total Assets (%) - - - -
Net Debt / Equity (x) (0.1) 0.0 0.1 0.0
Net Debt / EBITDA (x) (0.3) 0.1 0.2 0.1
Profitability Ratios
RoCE (%) 323 33.0 34.0 34.1
RoE (%) 333 32.6 30.5 29.2
RolC (%) 30.7 28.3 25.6 25.5
Fixed Asset Turnover (x) - - - -
Inventory Turnover Days 55 63 63 62
Receivables Days 66 76 74 74
Payables Days 47 50 50 49

Source Company data, I-Sec research
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