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DDP notifies 6th Positive Indigenisation List
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This include 16 items of the Indian Coast Guard (ICG) and 389 items of Defence Public
Sector Undertakings (DPSUs). The indigenisation is expected to generate business
worth~Rs31bn with previous PILs spurring domestic procurement from DPSUs with

Rs100bn; creating an import substitution value of ~Rs90bn.

The items cover a broad range of defence platforms and systems, including:

e  Air platforms such as Advanced Light Helicopter, Light Utility Helicopter, Su-
30MKI, Light Combat Aircraft and AL-31FP Engine

e  Armoured platforms including T-72, T-90 and BMP-I|
e  Warships
. Missile systems such as Konkurs-M, Invar and MRSAM

e  Defence electronics including radars, sonars, fire control systems and satellite

communication systems

. High Explosive Anti-Tank ammunition and other critical defence equipment
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The SRIJAN Defence Portal, launched in August 2020, serves as a platform connecting DPSUs and Service
Headquarters with domestic industry to promote indigenous development and manufacturing of defence
equipment. As of June 2026, over 33,000 items have been identified and offered for indigenisation through the

portal, expanding opportunities for MSMEs, start-ups and other Indian defence manufacturers.

Our View

BEL and HAL have the highest share of items notified for indigenisation, with both companies already
undertaking initiatives to deepen domestic sourcing. BEL has consistently invested in R&D, strengthened its
vendor ecosystem through partnerships with MSMEs and established a dedicated Indigenisation Cell to support
its Atmanirbhar Bharat objectives. HAL, meanwhile, has established a dedicated indigenisation fund by allocating
3% of annual PAT and is pursuing indigenous development through its Make-Il framework, supporting greater

localisation across its platforms and supply chain.

Positive Indigenisation Lists are structurally positive for Indian defence companies as they create a domestic
demand pool by mandating local sourcing of identified defence equipment and components. This should
accelerate import substitution, and technology development, while increasing opportunities for private players

and MSMEs across platforms, subsystems and critical components.

We remain positive on long-term growth story of BEL given 1) strong order backlog of INR722.6bn (2.6x TTM
Revenue) provide multi-year revenue visibility 2) healthy pipeline comprising QRSAM, NGC Systems, MFRX
radars, P75| submarine programs and many others 2) diversification in non-defence verticals like data centres,
cyber-security, drones and quantum communication to aid non-defence growth and 3) government focus on

product indigenization and import substitution, supporting long-term growth visibility.

Exhibit 1: BEL and HAL form ~78% of the required indigenised item count spanning multiple platforms

PSU No. of Items Platforms Timeline
AVNL 4 BMP-II/1IK Dec-2026 to Dec-2027
BDL 13 MRSAM, KONKURS-M ATGM, INVAR ATGM Dec-2027 to Dec-2029

Akash-NG Missile, Akash Missile, LYNX U2 (Fire Control System), EW System, R118 (Airborne EW System),
REVATHI Surveillance Radar, SATCOM, Low Level Transportable Radar, Rohini-Upgrade, IFF
UPG,HUMSA,CMS/15-A Ship-1, Communication Equipment, WLR, AFNET Communication System,

e e Dhanush, Battle Field Surveillance Radar, Low Level Light Radar, FLYCATCHER,IACCS,D-29 EW Suite, PRI 59 DI
QRSAM, Lords Mk1 Vehicle Mounted System, CDR Tl FOR T-90,Tank T-72,COMPASS REV III,TI-IOE, IFDSS,
Tank T-90
BEML 7 High Mobility Truck for defence, Mining & Construction Dec-2027 to Dec-2030
GRSE 7 Warships, Modular Steel Bridges Dec-2026 to Dec-2029
GSL 20 Pollution Control Vessel, NGC, NGOPV, Dredger, Floating Dock, Frigates Dec-2027 to Dec-2031
HAL 86 DORNIER-228, Cheetah, Chetak, JAGUAR, Su-30MKI, ALH, LCA, Hawk, AL-31FP Engine, MIG-29 Dec-2026 to Dec-2030
HSL 15 Fleet Support Vesssel, Fleet Support Ship Dec-2027 to Dec-2031
MIDHANI 7 Alloy Melting Dec-2027
MIL 3 84mm HEAT 751, 84 mm RCL Gun Dec-2026 to Dec-2028
ICG 16 Main Engine 4000 Series W4 & W5 Routine Kit of FPV Class Ships Dec-2031

Source: PL, Press Information Bureau
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Exhibit 2: ~5400 items have been notified since the 1st PIL List was published by DDP in December 2021

PIL List No of items

1st PIL 351
2nd PIL 107
3rd PIL 780
4th PIL 3428* (includes 2,500 items already indigenized)
5th PIL 346
6th PIL 405
Total Items Notified 5417

Source: PL, Press Information Bureau

Exhibit 3: Indigenisation plays a pivotal role in rapidly expanding defense production with an increasing share towards exports

Defence Productionin India by Sector in FY25 (%)
M Export Defence Production (Rs bn) ]
( \ Private
m Domestic Defence Production (Rs bn Companies
2,000 -~ 1,780 (22%)
1,541
1,500

1,000
500
DPSUs
- &PSUs
FY19  FY20 FY21 FY22 FY23 FY24 FY25 FY26 (77%)

Source: PL, Press Information Bureau

Exhibit 4: Rising indigenisation to drive local manufacturing with defence production target of Rs3trn by FY29

Financial Year Localised Production (%) Import Content (%)
FY20 30-35 65-70
FY21 ~40 ~60
FY22 ~50 ~50
FY23 ~55-60 ~40-45
FY24 ~65 ~35
FY25 65+ (as per mandate) 35 or lower
FY26 65+ (as per mandate) 35 or lower

Source: PL, Press Information Bureau, Minsitry of Defense
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Exhibit 5: Valuation Matrix
Revenue

FY27E

FY28E

FY26

Hindustan Aeronautics 330,888 369,595
BEML 43,505 54,149
Bharat Electronics 274,796 320,861

Source: Company, PL

Exhibit 6: Valuation Matrix

FY26

438,754
64,932
369,211

EPS
FY27E

Revenue EBITDA
CAGR
FY26- FY27E
FY28E
152% 97,698 108,291
22.2% 5,562 7,148
15.9% 80,153 91,478

P/E
FY27E

128,116
9,610
105,927

29.5%
12.8%

EBITDA Margin PAT
FY27E  FY28E FY27E
29.3% 29.2% 91,156 95,107 107,658 8.7%
13.2% 14.8% 3,236 4,476 6,203 38.5%
28.5% 28.7% 60,485 70,524 82,545 16.8%

29.2%

EV/EBITDA

FY26

FY27E FY28E

RoCE
FY27E

RoE

FY28E FY26 FY27E

Hindustan Aeronautics 136.3
BEML 38.8
Bharat Electronics 83

Source: Company, PL

1422
537
9.6

161.0
745
13

37.4x
50.6x
49.8x

35.9x
36.6x
42.7x

31.7x
26.4x
36.5x

30.2x
29.9x
36.5x

26.3x
23.8x
31.9x

FY26
21.4x  11.20%
18.2x  11.60%

27.4x 34.43%

11.00%
13.79%
32.71%

12.76% 2398% 21.43% 20.91%

15.78% 11.12% 14.67% 18.12%

32.04% 27.88% 26.92% 26.51%
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Sr. No. Company Name

1 ABB India

2 Apar Industries

3 BEML

4 Bharat Electronics

5 BHEL

6 Carborundum Universal

7 Cummins India

8 Elgi Equipments

9 Engineers India

10 GE Vernova T&D India

n Grindwell Norton

12 Harsha Engineers International
13 Hindustan Aeronautics

14 Hitachi Energy India

15 Ingersoll-Rand (India)

16 Kalpataru Projects International
17 KEC International

18 Kirloskar Pneumatic Company
19 Larsen & Toubro

20 Praj Industries

21 Siemens

22 Siemens Energy India

23 Thermax

24 Triveni Turbine

25 Voltamp Transformers
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ANALYST CERTIFICATION

Indian Clients

We/l Mr. Amit Anwani MBA (Finance), Mr.
Hitesh Agarwal 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.

Prabhudas Lilladher Pvt. Ltd.

Corporate Office: 6th Floor, Tower 2B South
Annex, One World Centre, 841, Senapati
Bapat Marg, Lower Parel, Mumbai - 400013

Registered Office: 3rd Floor, Sadhana House,
570, P. B. Marg, Worli, Mumbai-400 018

Tel: (91 22) 6632 2222 Fax: (9122) 6632 2209

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 recipients 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 INHO00000271.

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 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 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 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. Hitesh Agarwal 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.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance
of returns to investors
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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.
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