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CMP: X 4850

Target X 5820 (20%) Target Period: 12 months

November 13, 2026

Improving execution and expanding capabilities to drive growth...

About the stock: Hindustan Aeronautics (HAL), one of the largest Defence PSU in
India, is engaged in design, development, manufacture, repair, overhaul, upgrade
and servicing of a wide range of products including, aircraft, helicopters, aero-
engines, avionics, accessories and aerospace structures.

d)ICICI Direct

e Company’s order backlog is expected to be at ~X 2.5 lakh crores Particular Amount
Investment Rationale: Market Capitalisation (X Crore) 3,24,356
FY26 Gross Debt (X Crore) -

e Improving execution across aircraft and helicopter programmes to drive  FY26 Cash (X Crore) 46,197
growth: HAL reported revenue growth of ~15% YoY in both Q2FY27 and EY & Crore) 278,159
H1FY27. We believe execution across LCA Tejas, helicopters, engines and ::X;i';;’t"u:ﬂ 5150/3;;2

other manufacturing programmes should support growth as company is Face Vaiue £

entering a stronger execution phase. HAL has commenced production of
156 Prachand LCHs with manufacturing 90 fuselage structures (partnering

with BEML and Adani Defence). Company also partnered with Safran to Dec-25 Mar-26  Jun-26  Sep-26
develop and manufacture the Aravalli engine for its future IMRH and Promoter /1.6 /1.6 716 /16
DBMRH helicopter programmes. Further, HAL handed over the final two FD':I 183 18‘21 1?_3 12;
LCA Tejas Mkl FOC twin-seat trainers, three HTT-40 trainers and four g 58 5 59 6E

Dhruv NG helicopters during Sept-26. On the Tejas Mk1A programme, HAL
has prepared 27 aircraft airframes, while GE engine supplies have improved
to 14 units (GE targets to deliver 28 by FY27E), with management aiming to
deliver 10 jets by Mar-27 and 24+ jets annually post engines supply
stabilisation. Revenue guidance for FY27 is at 10-12% with EBITDA margin
at ~30-31%, going ahead improving execution and operating leverage
provide earnings recovery

e Large order backlog and expanding engine capabilities support long-term

growth visibility: HAL’s consolidated order backlog stands at ~X2.5 lakh R
crore (7.5x TTM revenue) providing strong revenue visibility, while the ss8fssgizeede

pipeline across Tejas Mk2, helicopters, Su-30MKI upgrades and other next-
generation platforms offers opportunities beyond the current programmes.
HAL is increasing annual production capacity for AL-31FP engines from 30
to 50 units with an investment of X335 crore and is setting up a second
Shakti engine production line with an investment of X218 crore, targeting i
capacity of up to 100 engines annually by FY29. Further, GE has been placed
an order for 113 additional F404 engines for the second batch of 97 Tejas
Mk1A aircraft, with deliveries scheduled in 2027-32. HAL has also acquired
the remaining 50% stake in HATSOFF Helicopter Training, making it a
wholly owned subsidiary and strengthening its presence in helicopter
training and simulation. These initiatives are expected to strengthen HAL'’s
manufacturing capabilities and support its long-term growth.

——NIFTY (LHS) —— HINDUSTAN AERONAUTICS LIMITED (RHS)

i Dependent on govt. contracts
High working capital requirement

iii. Availability of key raw materials/
components
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Rating and Target Price:
e  We believe that HAL is strongly placed to benefit from pick-up in execution
of existing strong order backlog and robust pipeline. We estimate revenue
CAGR of ~16% over FY26-28E with EBITDA margin sustaining at ~30% (in-
line with management’s guidance). We maintain BUY on HAL with a target
price of X 5820 per share (based on 32x FY28E EPS)

) . 3-year CAGR 2-year CAGR
Key Financials (X Crore) FY23 FY24 FY25 FY26 (FY23-26) FY27E FY28E (FY26-28E)
Revenues 26,927 30,381 30,981 33,089 7.7 37,059 44,471 15.9
EBITDA 6,679 9,741 9,608 9,770 15.9 11,118 13,377 17.0
EBITDA margin (%) 24.8 32.1 31.0 295 30.0 30.1
Net Profit 5,828 7,621 8,364 9,116 15.7 10,324 12,168 15.5
EPS (Rs) 87.1 114.0 125.1 136.3 154.4 181.9
P/E (x) 55.7 42.7 38.8 35.6 31.4 26.7
EV/EBITDA (x) 45.5 30.6 29.8 28.5 24.6 20.1
RoCE (%) 27.8 35.1 31.0 29.5 28.4 28.3
RoE (%) 24.7 26.1 239 22.2 21.4 21.3

Source: Company, ICICI Direct Research
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Q2FY27 Result Summary

¢ Revenue from operations at X7,613.3 crore, up 14.9% YoY (+30.8% QoQ),
supported by supported by steady execution across its key programmes
like MRO and manufacturing of helicopters and engines

e EBITDAincreased 11.7% YoY (+13.9% QoQ) to X1,739.5 crore, with EBITDA
margin declining to 22.8% (-65 bps YoY, -484 bps QoQ). PAT increased
14.9% YoY (-62.1% QoQ) to 1,590 crore

e For H1FY27, revenue increased 14.7% YoY to X13,128.4 crore, EBITDA
grew 15% to X3,266.2 crore, with EBITDA margin at 24.9% (flattish YoY),
while PAT increased 15.5% to X3,525.3 crore

Particulars Q2FY27 Q2FY26 YoY (%) Q1FY27 QoQ (%) Comments H1FY27 H1FY26 YoY (%)
Sggfé‘t‘i‘gnfsmm 76133 66286 149 55152 380 ngggsy Ifé‘;;‘r’gg:‘ammes 13,1284 11,4476 147
Other income 988.3 887.7 900.2 18885 1,634.8
Total Revenue 8,601.6 7,516.3 6,415.4 15,017.0 13,082.4
Raw materials costs 3,583.1 2,913.0 1,916.1 5,499.2  4,453.6
Employees Expenses 1,505.3 1,3345 1,523.9 3,029.3 2,717.0
Other Expenses 785.3 823.3 548 1,333.7 1,436.7
Total Expenditure 5,873.8 5,070.7 3,988 9,862.2 8,607.3
EBITDA 17395 15579 117 15268 139 LLmOGnIemaned 35667 28403 150
EBITDA margins (%) 22.8 23,5 -65bps 27.7 -484 bps 24.9 24.8 7 bps
Interest 0.4 0.4 0.4 0.7 0.7
Depreciation 257.9 225.6 303.9 561.8 410.7
Tax 630.4 557.9 544.7 1,175.1 1,028.5
PAT 1,935.6 1,669.1 16.0 1,589.7 218 3,525.3 3,052.8 15.5

Source: Company, ICICI Direct Research
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Financial summary
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(XCrore) FY25 FY26 FY27E FY28E (XCrore) FY25 FY26 FY27E FY28E
Revenue 30981 33,089 37059 44471  profit after Tax 8364 9116 10324 12,168
% Growth 2.0 638 12,0 200 Depreciation 1340 1355 1482 1,690
Other income 2,561.7 3,699.1 4,069.0 4,475.9 Interest 9 6 6 6
Total Revenue 33545 36795 4Ll4l 48967 CF before WC chg. 9713 10476 11813 13,864
% Growth 3.9 9.7 11.8 19.0 Changes in inventory (8458)  (9,175) (1,640)  (4,061)
Total Raw Material 12,288 14432 16,158 19390 Changes in debtors (31) 581  (503)  (914)
Costs :
Employee E 5730 6108 6671 7782  -ohangesinloans &ady 3 Bl . .
;:p oyee Expenses et 377 31ls aag, . ChAngesin other CA (3.013) (5,603) (1617) (3.113)
i te:ZXpe”:’fas : : : : Net Inc.in Curr. Assets  (15.326) (17.729)  (6,498) (11,388)
Ex°p:n g g 21373 23319 25941 31094 Changesin creditors 1603 (674) 43 995
Operating Profit 0608 9770 11118 13377 Changes in provisions 807 (743) 941 1,723
EBITDA ’ ’ ’ ’ Net Inc. Curr. Liabilities 7,771 212 5,024 9,326
( )
% Growth (1.4) 1.7 13.8 20.3
Interest 9 6 6 6 Net CF from Op act. 2,158 (7,041) 10,339 11,802
PBDT 12,161 13,463 15181 17,847
Depreciation 1,340 1,355 1,482 1,690 Chg. in def. tax assets (114) 433 - -
PBT before (P)/S of Fixed Assets (1,685) (1,487) (3,000) (3,000)
) 10,821 12,1 13, 16,157
Exceptional Items 0.8 08 3699 6.15 Net CF from Inv act. 12,615 18,441 (3,049) (3,091)
Total Tax 2,503 3,036 3,425 4,039
PAT 8,364 9,116 10,324 12,168 Div. and Dividend Tax (1,505) (1,672) (1,839) (2,174)
% Growth 9.8 9.0 133 179 Net CF from Fin Act. (3,022) (3,385 (3,041) (3,375
EPS 125.1 136.3 154.4 181.9
Source: Company, ICICI Direct Research Net Cash flow 11,751 8,015 4,250 5,336
Opening Cash/Cash Eq 26,432 38,182 46,197 50,447
Closing Cash/ Cash Eq 38,182 46,197 50,447 55783
Source: Company, ICICI Direct Research
(X Crore) FY25 FY26 FY27E FY28E (Year-end March) FY25 FY26 FY27E FY28E
Equity Capital 3344 3344 3344 3344 EPS 125.1 136.3 154.4 181.9
Reserve and 34,647 40,707 47,996 56,796 Cash per Share 570.9 690.8 754.3 834.1
Surplus BV 523.1 613.7 722.7 854.2
Total Sh. funds 34,982 41,041 48,331 57,130 Dividend per share 225 25.0 275 325
Other non-cu. Liab. 24,820.6 44,689.1 44,689.1 44,689.1 Dividend payout ratio 18% 18% 18% 18%
Total Debt : - - : EBITDA Margin 31.0 29.5 30.0 30.1
Total Liabilities 62,172 88,107 95,397 1,04,196 PAT Margin 27.0 275 279 27.4
Gross Block 15,203 16,755 19,681 22,281 RoOE 239 222 21.4 213
Acc: Depreciation 9,232 10,587 12,070 13,760 RoCE 31.0 205 28.4 283
Net Block 5,970 6,168 7,611 8,521 EV /EBITDA 29.8 285 246 20.1
Total Fixed Assets 9,3 13 9,768 11,286 12,596 EV/ Net Sales 92 8.4 7.4 6.0
Non-Cur. Assets 4,650 4,056 4,105 4,196 SGIES/ EqUIty 0.9 0.8 0.8 0.8
Inventory 21,676 30,851 32,491 36,552 Market Cap / Sales 105 98 8.8 73
Bebwrs - 40648 4066 4569 3483 "priceto Book Value 9.3 7.9 6.7 5.7
Acc;\?cn;cqez 7 13 13 13 Asset turnover 0.9 0.8 0.8 0.8
Other C ¢ Debtors Turnover 6.7 76 8.6 88
Asseetrs urren 8345 13,948 15565 18678  Ratio . ' ' .
Credit Ti
Cash 38182 46197 50447 55783 oo tOrs MOVl 7.3 6.9 7.9 8.1
;s::t'scu"e“t 90,095 1,15838 126586 143310  Debt/Equity - - - -
C t Rati 2.1 3.3 3.2 3.2
Current Liabilities 5106 4432 4975 5970 Q:Ei"mt?om oa o o 0
Provisions 1,265 1,266 1,267 1,268 g : : g
'I_'otc_xl_ (_Zurrent 44,095 44307 49332 58,658 Source: Company, ICICI Direct Research
Liabilities
Net Current Assets 45,999 71,531 77,254 84,652
Total Assets 62,172 88,107 95,397 1,04,196
Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct Research

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey

ICICI Securities | Retail Research

Head - Research

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto
House,

Road No 13, MIDC,
Andheri (East)

Mumbai — 400 093
research@icicidirect.com

pankaj.pandey@icicisecurities.com
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ANALYST CERTIFICATION

I/We, Vijay Goel, PGDBM, Kush Bhandari, MBA, 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. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report
in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock’s price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for
securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICl Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

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

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

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

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.
ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Atrtificial Intelligence tools for preparation of this Research Report

SEBI Guidelines for Research Analyst (RA) requires all RAs to disclose terms and conditions pertaining to Research Services to all clients. Please go through the “Mandatory terms and conditions”
and “Most Important Terms and Conditions”.
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