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IPO UPDATE

Apollo Micro Systems Limited

About the company:

Incorporated in 1997, Apollo Micro Systems Limited (AMSL) is an electronic,
electro-mechanical, engineering designs, manufacturing and supplies
company and thus 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. The company offers custom built COTS (Commercially
off-the shelf) solutions based on specific requirements to the defence and
space customers. The systems undergo various stages of approvals right
from design, prototyping, functional acceptance, manufacturing and
qualification testing. As the systems are exclusively developed for a
programme; the developed systems enjoy the proprietary status and
hence have no competition.

Further, under the defence system, the company offers various services
which are described as under :

° Defence Avionic Systems

° Defence —Aerospace Systems

° Defence-Naval Systems

. Satellite Space Systems

. Homeland Security & Telematics
. Transportation

The business cycle of the company:

Business Project

Implementation

Delivery & Post
Delivery

Acquisition

* Lead Generation * Project Initiation

* Prospect Qualification * Project Management

* Submission of Proposal * Design Implementation
* Technical Evaluation * Project Documentation

* Contract Sign off « Test & Evaluation

Source: Red Herring Prospectus

The Company has expertise in development of ruggedized weapon system
electronics, signal processing systems for sonar and radar, on board
instrumentation system for missile applications, high speed satellite and
missile telemetry, automated test equipment, on-board electronics for
under water missiles, electronic warfare signal processing systems for
ground defence and under water defence, decoying systems, rudder

Issue Opens Wednesday, January 10, 2018

Issue Closes Friday, January 12, 2018

Price Band Rs270 to Rs275

Bid Lot 50 shares and multiples thereafter
Face Value Rs10

Listing BSE & NSE

Type of Issue Fresh Issue 0f 56,72,727 shares
Offer Size Fresh Issue Rsl,560mn

Implied Market Cap * | Rs5,685mn

PE (based on FY17 30.6

earning)*

*Note : No of Shares under Fresh Issued is calculated based on
the fresh issue size of Rsi560mn at higher price band of Rs275.
Implied Market Cap & PE are calculated at higher price band
of Rs275

Issue allocation

Reservations % of Net Issue

QIB
NIP

55%

15%

Retail 35%

Total 100%

Object of the offer

®  To meet additional working capital requirement.

®  General Corporate Purpose

Last 3 year Summarized Financials

FY15 FY16

Rs(mn)

controls for ship borne application, ground support equipment for missile | Sales 1,084 1,590 2,113
and satellite checkout applications, high speed data acquisition systems,
actuator controllers. EBITDA 181 252 407
EBITDA % 16.7% 15.9% 19.2%
Revenues generated from the top 5 Customers:
Net profit After Tax 74 100 186
Particulars FY18 -
Till September Net Profit Margin % 6.9% 6.3% 8.8%
As % to total Sales 42.8% 35.0% 30.8% 63.8% Earning Per Share 54 7.3 13.5
Source: Red Herring Prospectus RoNW(%) 21.4% | 22.3% 29.3%

Company’s Competitive Strengths :
. Repeated orders from existing programs

. Proven track record in developing new technological systems and
order execution

. Strong R&D Capabilities
. Quality control

Please Turn Over

Last 3 year Summarized Cash flow

FY15 FY16 FY17

Cash flow from Operation (39) 41 115
Cash flow from Investing (104) (96) (155)
Cash flow from financing 157 88 57

Source: Red Herring Prospectus
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Risks:

. Dependency on PSU’s and government entities for projects

Changes in government policy could have adverse impact on the company
Limited number of customers

Working capital intensive

Limited number of customers

Financials :
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Source: Red Herring Prospectus

Particulars Rs(mn) FY18
Till September

Sales 727 1084 1590 2113 1093
Sales Growth 95% 49% 47% 33% -
EBITDA 101 181 252 407 193
EBITDA % 13.9% 16.7% 15.9% 19.2% 17.7%
Net profit After Tax 53 74 100 186 71

Net Profit Margin % 7.3% 6.9% 6.3% 8.8% 6.5%

Source: Red Herring Prospectus
Outlook and Recommendations:

In terms of the valuations, at the upper price band of Rs275 and EPS of Rs13.5 in FY17, the P/E stands at 20.3x. There is a
further discount of Rs12 per share for Employees and Retail Investors. Other listed peers like Bharat Electronics, are trading at
a P/E of approx 26.5x. Also based on the P/B, the company stands at 5.41 times while its peer Bharat electronic stands at 5.75
times. Thereby, the IPO seems to be fairly priced. Further, with the government impetus being provided through the ‘Make In
India’ initiative to the Defence sector, one can apply to the IPO to play the defence rally going ahead. The past performance
of the company also stands strong for the company clocking sales CAGR of 54% from FY13 to FY17. Hence, considering the long
term growth prospects of the sector as well as the benefits to the company, one can invest in the IPO for a long term horizon
with or without listing gains.

Please Turn Over
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DISCLAIMERS AND DISCLOSURES-

Progressive Share Brokers Put. Ltd. and its affiliates are a full i ing group. P ive Share Brokers Put. Ltd. (PSBPL) along with its affiliates are participants in virtually all securities trading markets in
India. PSBPL started its operation on the National Stock Exchange (NSE) in 1996 PSBPL is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE) for its stock
broking services and is Depository Participant with Central Depository Services Limited (CDSL) and is @ member of Association of Mutual Funds of India (AMFI) for distribution of financial products.

PSBPL is SEBI registered Research Analyst under SEBI (Research Analysts) Regulations, 2014 with SEBI Registration No. INHO00000859. PSBPL hereby declares that it has not defaulted with any stock exchange nor its activities
were suspended by any stock exchange with whom it is registered in last five years. PSBPL has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been
cancelled by SEBI at any point of time.

PSBPL offers research services to clients as well as prospects. The analyst 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.

Other disclosures by Progressive Share Brokers Put. Ltd. (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject company (s) covered in this report-:

+ PSBPL or its associates financial interest in the subject company: NO
* Research Analyst (s) or his/her relative’s financial interest in the subject company: NO
+ PSBPL or its associates and Research Analyst or his/her relative's does not have any material
conflict of interest in the subject company. The research Analyst or research entity (PSBPL) has not been engaged in market muhmg activity for the subject company.

+ PSBPL or its associates actual/beneficial ownership of 1% or more securities of the subject company at the end of the month ir di the date of ication of Research Report: NO
* Research Analyst or his/her relatives have actuul/beneﬁaal ownershm of 1% or more securities of the subject company at the end of the month i Jing the date of lication of Research Report: NO
+ PSBPL or its associates may have received any services from the subject company in the past 12 months. PSBPL or its associates may have received compensation for products or services other

than brokerage services from the subject company in the past 12 months PSBPL or its associates have not received any compensation or other benefits from the Subject Company or third party in connection with the research
report. Subject Company may have been client of PSBPL or its associates during twelve months preceding the date of distribution of the research report and PSBPL may have co-managed public offering of securities for the subject
company in the past twelve months.

* The research Analyst has served as officer, director or employee of the subject company: NO

PSBPL and/or its aoffiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our sales people, traders, and other professionals 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 (if any) may make investment decisions that may be
i with the rec 1 herein. In reviewing these ials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest including but not
limited to those stated herein. Addltlonully, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to, or intended
for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution publication, availability or use would be contrary to law or
regulation or which would subject PSBPL or its group companies to any registration or licensing requirement within such jurisdiction. If this document is sent or has reached any individual in such country, especially, USA, the same
may be ignored. Unless otherwise stated, this message should not be construed as official confirmation of any transaction. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or
dlstnbuted to any. other party, without the prior express wrltten permnssnon of PSBPL. All trademarks, service marks and logos used m this report are trademarhs or reglstered trademarks of PSBPL or its Group Companies. The
herein is not i for or ion or circulation in any manner what: and any ur reading, di ion or copying of this communication is prohibited unless
otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian
Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Terms & Conditions:

This report has been prepared by PSBPL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly confidential 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 PSBPL. The report is based on the facts, figures and information that are considered true,
correct, reliable and accurate. The intent of this report is not recommendatory in nature. The information is obtained from publicly available media or other sources believed to be reliable. Such information has not been
independently verified and no guaranty, representation of warranty, express or implied, is made os to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. The report is
prepared solely for informational purpose and does not constitute an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments for the clients. Though disseminated to all the
customers simultaneously, not all customers may receive this report at the same time. PSBPL will not treat recipients as customers by virtue of their receiving this report.

Registered Office Address: Compliance Officer:

Progressive Share Brokers Put. Ltd, Mr. Shyam Agrawal,

122-124, Laxmi Plaza, Laxmi Indl Estate, Email Id: compliance@progressiveshares.com,
New Link Rd, Andheri West, Contact No.:022-40777500.

Mumbai-400053;

Tel No.: 022-40777200;
www.progressiveshares.com
Contact No.:022-40777500.




