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16th Nov, 2023

Current Market Price (CMP)
Rs. 146.70

Target Price
Rs. 175

Apollo Micro Systems Ltd.

Recommendation

Our price target of Rs. 175 offers upside of approximately 20% from current levels

Company Profile
Apollo Micro Systems Limited is an electronic, electro-mechanical, engineering designs, manufacturing and
supplies company. It designs, develops and sells high-performance, mission and time critical solutions to
Defence, Space and Home Land Security for Ministry of Defence, government controlled public sector
undertakings and private sectors.

According to IWSR 2022, the global benchmark for beverage alcohol 
data, India is now the number one market globally for whisky, rum and 

brandy.

BUY

Rationale

• Apollo Micro Systems (AMS) is a a small-cap firm in the aerospace and defense industry. The company
has developed a huge repository of knowledge and technology base since inception which has helped
the company build a strong base that is needed to outperform the competition and be abreast in the
market. This also provides the company with the support that is necessary for constant upgradation of
the technologies implemented by the company in order to meet present and futuristic requirements of
its customers.

• Annual Net Profits improving for last 2 year. Growth in quarterly net profit is accompanied by increasing
Profit Margin. The company reported a 300% rise in the consolidated net profit on a year-on-year (YoY)
basis to Rs 6.56cr in the quarter ended September 30, 2023. Its revenue from operations surged more
than 55% YoY to Rs 87.16cr for the Q2 FY24. It’s net profit rose 67% YoY to Rs 8.21cr for H1 FY24 with
revenue from operations rising 33% YoY to Rs 144.85 cr in H1 FY23.

• Despite global uncertainty and supply chain instability AMS has delivered a decent set of performance
during Q2, we expect the company will manage to achieve the growth guidance in FY24, said Choice
Broking. AMS has participated in 55-60 programs, catering to Missiles, Naval Torpedoes and Underwater
Mines. The company board considered and approved setting up of a defence equipment manufacturing
facility in Hardware Park, Hyderabad, at an expenditure of ₹50 million. The company is well positioned in
the industry with extremely low competition.

• The company has established strategic collaboration with MP3 International (a division of M/s Grade
One Group, which is a well-known member of the EDGE GROUP, an Abu Dhabi government-owned
company that is the UAE's pioneer in defense products) in the UAE, paving the way for enhanced market
reach and deeper engagement with clients in the region.

• This low debt company has a price to book ratio that is lower than the industry median. Return on equity
(ROE) improving since last 2 years. The company is poised for robust earnings growth in the near future.
FII/FPI have increased holdings from 0.17% to 5.27% in Sep 2023 qtr.

Negatives
• Increase in Promoter’s Pledge.
• Domestic Mutual Funds have reduced holdings.
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Disclaimer
Eastern Financiers Limited (hereinafter referred to as ‘EFL’) is a Member registered with SEBI having membership of NSE, BSE,
MCX. It is also registered as a Depository Participant with NSDL. It is also having AMFI certificate for Mutual Fund Distribution.
The associate of EFL is engaged in activities relating to Insurance Broking. No disciplinary action has been taken against EFL by any
of the regulatory authorities. EFL/its associates/research analysts do not have any financial interest/beneficial interest of more
than one percent/material conflict of interest in the subject company(s). EFL/its associates/research analysts have not received
any compensation from the subject company(s) during the past twelve months. EFL/its research analysts has not served as an
officer, director or employee of company covered by analysts and has not been engaged in market making activity of the
company covered by analysts. This document is solely for the personal information of the recipient, and must not be singularly
used as the basis of any investment decision. Nothing in this document should be construed as investment or financial advice.
Each recipient of this document should make such investigations as they deem necessary to arrive at an independent evaluation
of an investment in the securities of the companies referred to in this document (including the merits and risks involved), and
should consult their own advisors to determine the merits and risks of such an investment. Reports based on technical and
derivative analysis center on studying charts of a stock's price movement, outstanding positions and trading volume, as opposed
to focusing on a company's fundamentals and, as such, may not match with a report on a company's fundamentals. The
information in this document has been printed on the basis of publicly available information, internal data and other reliable
sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as such, as this
document is for general guidance only. EFL or any of its affiliates/group companies shall not be in any way responsible for any
loss or damage that may arise to any person from any inadvertent error in the information contained in this report. EFL has not
independently verified all the information contained within this document. Accordingly, we cannot testify, nor make any
representation or warranty, express or implied, to the accuracy, contents or data contained within this document. While EFL
endeavors to update on a reasonable basis the information discussed in this material, there may be regulatory compliance or
other reasons that prevent us from doing so.


