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Syrma SGS Technology Ltd.

Q2 FY27 performance: Syrma SGS delivered a strong Q2 FY27 performance, with
revenue growing 74% YoY and PAT increasing 87%, supported by broad-based
growth across automotive, industrial, healthcare, and IT & railways. The company has
also raised its FY27 revenue growth guidance to 40-45%, translating into
approximately X7,000 Cr of revenue. While near-term margins are facing pressure
from supply-chain constraints and higher input costs, management expects margins
to improve as these constraints ease and higher-margin backward integration
projects begin contributing.

Exports and ODM business to drive higher growth and value addition: Exports and
the ODM business are emerging as important growth drivers. H1 export revenue
increased 80% YoY to approximately X901 Cr, while ODM revenue grew 117% YoY to
X591 Cr. Management expects exports to exceed 1,700 Cr in FY27 and reach
approximately 2,000 Cr in FY28, while the ODM business is targeted to generate
%1,000-1,100 Crin FY27. Increasing export contribution and a higher share of ODM-
led programmes should support customer diversification and improve the quality of
the revenue mix over the medium term.

PCB manufacturing project offers a meaningful medium-term margin opportunity:
The upcoming PCB manufacturing facility is a key strategic investment that can
strengthen Syrma's position in the electronics manufacturing value chain. The project
involves significant capex of approximately X800-900 Cr across FY27 and FY28, with
trial production expected around March-April 2027 and commercial volumes
targeted from September 2027. Management expects the facility to contribute X200-
300 Cr of revenue in FY28, with a more meaningful earnings contribution likely in
FY29. The project is expected to generate higher margins than the existing business,
creating an opportunity for structural improvement in profitability as utilization
scales up.

Backward integration and capacity expansion to strengthen long-term
competitiveness: Syrma is pursuing multiple initiatives across camera modules,
magnetics and wire harnesses, alongside joint ventures such as Kaga Electronics and
LE Master. These initiatives are aimed at increasing localization, improving
component availability and moving towards higher-value manufacturing. While near-
term supply-chain constraints have created some pressure on execution and margins,
management expects the situation to gradually improve from April-June 2027. The
combination of backward integration, capacity expansion, and a broader product
portfolio should strengthen the company's competitive positioning and support its
targeted 30-35%growth over the next 3-5 years.

Outlook and Guidance:

Syrma SGS is well-positioned to sustain strong growth, driven by expansion in
exports, increasing contribution from ODM programmes and rising demand across
automotive and industrial electronics. The upcoming PCB manufacturing facility,
defence expansion through Elcome and increasing ODM contribution provide
multiple avenues for growth. With improving margins, working capital efficiency and
a net cash balance sheet, we remain positive on the company’s ability to deliver
sustained growth whileenhancing earnings quality.

We project Revenue/EBITDA/PAT CAGR of 36%/40%/44% over FY26-FY29E. Using
P/E multiple of 34x on FY29 EPS (X54), we arrive to a TP of 1,837 per share
implying an upside of 24%
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Concall Highlights

Strong Growth Across Financial Parameters: Management highlighted that H1 FY27 performance has already surpassed the full-
year FY25 EBITDA and PAT figures, reflecting the scale-up achieved over the past few years. The company has consequently raised
its FY27 revenue growth guidance to 40-45%, implying revenue of approximately X7,000 Cr. Management remains confident of
delivering 30-35% annual growth over the next three to five years and expects to cross the $1 billion revenue milestone in FY28.

Supply-Chain Constraints and Near-Term Margin Pressure: The key near-term challenge remains the supply-chain disruption
across the electronics manufacturing industry. Longer lead times for controllers, semiconductors, capacitors, resistors, and other
electronic components are forcing manufacturers to maintain higher inventory levels to ensure uninterrupted production and
customer deliveries. Management indicated that the constraints are likely to persist for another five to six months, with
meaningful normalization expected around April-June2027.

The impact on Syrma's margins is primarily arising from the pass-through of higher input costs. While the company is able to
recover the increase in component costs from customers, it does not earn additional value addition on the incremental cost.
Consequently, the same absolute value addition is earned on a higher revenue base, resulting insome dilution in EBITDA margins.
This explains why EBITDA margins have moderated slightly despitestrongrevenue and earnings growth.

Management expects FY27 EBITDA margins to close at 10-10.5%, followed by an improvement to 10.5-11% or marginally higher in
FY28 as supply-chain conditions normalize and margin-accretive projects start contributing. Importantly, management reiterated
that demand remains strong across its end markets and that the revised revenue guidance is constrained by supply-side visibility
rather than demand weakness.

Broad-Based Growth Across Business Verticals: Growth during the quarter was broad-based, with automotive, industrial,
healthcare and IT & railways delivering strong performances. Automotive revenue increased 91% YoY and contributed
approximately 26% of operating revenue, supported by customer relationships and participation across multiple automotive
platforms. Consumer electronics contributed around 29% of revenue, while healthcare grew 61% YoY. Management highlighted
healthcareas a relatively high-margin business, makingits continued growth favorablefor the overall business mix.

The industrial segment delivered 86% YoY and 31% QoQ growth. Management expects this segment to grow faster in H2 FY27,
apart from automotive. IT and railways revenue increased 69% YoY and 82% QoQ, contributing approximately 14% of operating
revenue. Within this segment, the company manufactures memory modules, high-end gaming laptop assemblies, railway HVAC
controls, signaling systems and door-control systems. Management clarified that railway manufacturing has a relatively superior
margin profile, whereas ITis largely a high-volume, lower-margin business.

Exports and ODM Emerging as Key Growth Drivers: Exports continue to be one of the most important growth and profitability
drivers for Syrma. Q2 export revenue increased 91% YoY to approximately X514 Cr, while H1 exports grew 80% to X901 Cr.
Management expects FY27 exports to exceed 1,700 Cr, compared with approximately 1,200 Crin FY26, and sees the potential to
reach around 2,000 Crin FY28. The company has also strengthened its marketing presence in the US to deepen relationships with
global customers andincreaseits participation ininternational supply chains.

The other important growth driver is the expansion of the ODM business, where Syrma undertakes greater product-design and
manufacturing responsibilities. H1L FY27 ODM revenue increased 117% YoY to X591 Cr, compared with X273 Cr in H1 FY26.
Management expects FY27 ODM revenue to reach 21,000-1,100 Cr, against X825 Cr in FY26. The company is expanding ODM
capabilities beyond healthcare into defence, RFID, power electronics, magnetics and industrial products. These programmes have
longer gestation periods but offer opportunities to increase customer engagement and participatein higher-value manufacturing.

PCB Project : The PCB manufacturing project is the most significant medium-term margin-accretion initiative. Syrma has already
invested more than X200 Cr in the project and expects to spend another X200 Cr during the balance of FY27. Management expects
equipment to be powered on by March 2027, followed by trial production and customer qualification. Considering the three-to-six-
month approval cycle, volume productionis expected to commence around September 2027.
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The project is expected to generate approximately 200-300 Cr of revenue in FY28, with a more meaningful contribution as
production scales up. Management indicated that the business could operate at approximately 15% EBITDA margins before
incentives, with the potential to reach 17-20% depending on PLI benefits and market conditions. The company is targeting ROCE of
over 30-35%, assumingthe anticipated capitalincentives arerealized.

Other Backward Integration Initiatives and Joint Ventures: Apart from PCB manufacturing, Syrmais investing in camera modules,
magnetics and wire harness manufacturing to strengthen its capabilities and reduce dependence on external suppliers. The
camera module facility is being developed with an automotive customer opportunity, with initial production expected around the
end of FY27. Management indicated that the initial investment would be relatively modest, with potential revenue of X50-100 Cr
as the programme develops.The magnetics business isalso expected to contribute from FY28-FY29.

The wire harness facility is initially focused on high-end applications in aerospace and defence, while also catering to some internal
requirements. Management sees potential for this business to scale to X400-500 Cr over the longer term. However, these smaller
initiatives are unlikely to materially change consolidated margins in the near term; their importance lies in building capabilities,
improvingsupply-chainresilienceand creatingadditional revenue streams.

The company also expects new joint ventures to contribute to growth from FY28. The Kaga Electronics JV could generate
approximately X100-150 Cr of revenue, while the LE Master JV is expected to contribute around 150-200 Cr. These ventures
require regulatory and customer-quality approvals before meaningful commercial production. Together with the PCB project, they
provide additional growth visibility for FY28.

Working Capital, Cash Flow and Balance Sheet: Despite the challenging supplychain environment, Syrma has improved its
working capital position. Net working capital days declined to 63 days in September 2026 from 71 days in the previous quarter and
73 days in September 2025. H1 operating cash flow stood at approximately X120 Cr, translatinginto an OCF-to-EBITDA conversion
of around 34%.

The company maintained a net cash position of X258 Cr, supported by a treasury balance of approximately 1,000 Cr and gross
debt of X746 Cr. Q2 capex stood at approximately X200 Cr, of which X140 Cr was directed towards the PCB project. Adjusted
annualized ROCE for H1 FY27 stood at 21.4%. The improvement in working capital and operating cash flow is encouraging,
particularly given the inventory requirements arising from supply-chain constraints and the ongoing capacity expansion
programme.

Q2 FY27 Financials

INCOME STATEMENT

Particulars (XCr Q2FY27 Q1FY27 QoQ Q2FY26 YoY
Revenue from Operations 1990 1589 25% 1146 74%
Expenses

Employee Exp 82 75 8% 51 58%
Other Exp 1715 1352 27% 979 75%
EBITDA 193 162 20% 115 68%
EBITDA Margin 10% 10% -46bps 10% -34bps
Depreciation & Amortization 23 22 1% 22 1%
EBIT 171 139 23% 93 83%
EBIT Margin 9% 9% -18bps 8% 42bps
FinanceCost 15 13 14% 13 21%
Other Income 10 15 -34% 9 13%
EBT 165 141 17% 90 85%
Tax Expense 41 35 17% 23 77%
PAT 124 106 18% 66 87%
PAT Margin 6% 7% -41bps 6% 45bps

Source: Conpany filings, PESB research
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INCOME STATEMENT
Particulars (X Cr) FY24 FY25 FY26 FY27E FY28E FY29E
Revenue from Operations 3,154 3,787 4,819 6,933 9,156 12,033
Revenuegrowthrate 20% 27% 44% 32% 31%
Expenses
COGS 2507 2931 3587 5255 6913 9001
Employee Expense 145 191 218 257 322 402
OtherExpense 300 341 470 633 836 1143
EBITDA 202 323 545 788 1086 1487
EBITDA Margin 6.4% 8.5% 11% 11% 12% 12%
EBITDA Growth rate 60% 68% 45% 38% 37%
Depreciation and Amortization 51 75 84 101 124 151
EBIT 151 248 460 687 962 1336
EBIT Margin 5% 7% 10% 10% 11% 11%
EBIT Growth rate 65% 85% 49% 40% 39%
Finance Cost 41 58 48 67 59 77
Otherlncome 58 49 38 54 72 94
Exceptional items -1 -2 -5 0 0 0
EBT 166 237 445 675 974 1354
EBT Margin 5% 6% 9% 10% 11% 11%
EBT Growth rate 42% 88% 51% 44% 39%
Taxexpense 42 53 100 156 225 312
PAT 124 184 346 519 750 1042
PAT Margin 4% 5% 7% 7% 8% 9%
PAT Growth rate 48% 87% 50% 44% 39%
EPS 6 10 18 27 39 54
FY24-26 FY26-29E
Revenue CAGR 24% 36%
EBITDA CAGR 64% 40%
PAT CAGR 67% 44%
RATIOS Source: Conpany filings, PESB research
FY24 FY25 FY26 FY27E FY28E FY29E
Margin Analysis
Gross Margins 21% 23% 26% 24% 25% 25%
EBITDA Margin 6% 9% 11% 11% 12% 12%
PAT Margin 4% 5% 7% 7% 8% 9%
Profitability
ROA 3% 4% 6% 7% 8% 9%
ROCE 7% 10% 13% 16% 19% 21%
ROE 7% 10% 11% 14% 17% 19%
FY24 FY25 ‘ FY26 FY27E FY28E FY29E
Liquidity and Solvency
Currentratio(x) 1.2 1.3 1.7 1.6 1.6 1.5
Quick ratio(x) 0.7 1.0 1.3 1.1 1.1 1.1
fixed asset turnover (x) 3.1 3.5 3.4 4.1 4.6 4.5
Total Debt/ Equity (x) 0.4 0.4 0.1 0.2 0.2 0.2
Interest Coverage Ratio (x 3.6 4.2 9.5 10.3 16.3 17.4
FY24 FY25 FY26 FY27E FY28E FY29E
Valuation Ratios
EV/EBITDA (x) 52.6 36.5 26.3 19.1
P/E (x) 82.5 55.0 38.1 27.4
P/B (x) 9.3 8.0 6.6 5.3
EV/Sales (x) 5.9 4.1 3.1 2.4

Source: Conpany filings, PESB research
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BALANCE SHEET

Particulars (X Cr) FY24 FY25 FY26 FY27E FY28E FY29E
Assets
NetBlock 995 1013 1336 1613 1916 2593
Capital WIP 11 61 68 68 68 68
OtherNon Current Assets 407 190 217 257 257 257
Inventories 1004 822 1062 1555 2046 2664
Loans 35 51 509 509 509 509
Trade Receivables 930 1477 1841 2469 3135 3956
Cash andEquivalents 87 296 299 443 682 932
OtherCurrent Assets 220 294 439 469 469 469
Total Assets 3689 4205 5770 7383 9082 11448
Equity
EquityShare Capital 177 178 193 193 193 193
OtherEquity 1500 1647 2873 3392 4141 5183
Total Equity 1677 1825 3065 3584 4334 5376
Liabilities
Long term borrowings 111 107 78 196 198 358
Long term provisions 13 15 32 32 32 32
OtherNon Current Liabilities 43 44 154 140 140 140
Current borrowings 519 558 322 424 466 490
Currentprovisions 4 5 6 6 6 6
Trade Payables 1223 1574 1959 2870 3775 4915
Other Current Liabilities 99 76 154 130 130 130
Total Equity and Liabilities 3689 4205 5770 7383 9082 11448
Source: Conpany filings, PESB research
CASH FLOW
Particulars (X Cr FY24 FY25 FY26 FY27E FY28E FY29E
Netcashfromoperations -109 176 290 475 681 971
NetcashfromlInvesting -28 -105 -742 -378 -428 -828
NetcashfromFinancing 150 -71 558 154 -15 107

Source: Conpany filings, PESB research
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Stock Rating Absolute Return
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