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Component strategy execution to be key factor ahead

About the stock: Dixon technologies (Dixon) is the leading electronic
manufacturing services (EMS) company of India offering comprehensive EMS

solutions with specialized focus across product verticals including mobile, ()
television, quhlt\g mac_hlnf:, refrigerators, laptop, lighting, telecom, wearables and Particular Amount O
hearables, AC printed circuit boards (PCBs), etc. O

Market Cap (R Crore) 98,637 Q.
Q2FY26 performance: Dixon reported revenue of 14,855 crore (up by (29% o
YoY/15% QoQ). Mobile and EMS division continued its healthy growth with revenue H1FY26 Debt (% Crore) 846 =
of 13,361 crore (up by 41% YoY/15% QoQ). Company is in-line to achieve 40-42 H1FY26 Cash (X Crore) 643 (:,,)
mn smart phone volume target with ~20 mn done so far. However other divisions EV (Rs Crore) 98.840 é

reported subdued growth largely due to postponement of purchase on GST rate cut
across trade and consumer channels wherein revenue from TV, Refrigerators and

BUY

Dixon

The brand behind brands

Particulars

52 Week H/L ) 19,149/ 12,202

washing machines declined by 34% YoY, 23% YoY and 3% YoY respectively. Equity Capital X Crore) 12.0
Investment Rationale Face Value 0
¢ Investment in component ecosystem shall support margin expansion: Dec-24 Mar-25  Jun-25 Sep-25
Dixon’s move into component ecosystem including partnerships with Q- Promoter 324 323 290 289

tech (camera and fingerprint), HKC (display), and Chongqing Yuhai Fi 232 218 206 207
(Precision components), underscore its strong ability to make right ol 28 231 287 288

Public 217 229 238 215

partnership and execution abilities. Currently, value addition in its
smartphone vertical stands at ~18% which the company aims to increase
to 35%+ over next few years. We expect these new expansions to be
margin accretive and with company’s quasi-captive customer base shall
strengthen its competitive presence. The company has participated under
ECMS scheme with investment commitment of ~X 3000 cr.

¢ Revenue growth expected to remain healthy: Mobile phones continued to
remain primary growth driver for Dixon. FY25 smartphone stood at 28 mn
which is expected to increase to 40-42mn units in FY26 and further to 55-
60mn in FY27 which shall be aided by Vivo partnership. Discussions are
ongoing with a potential new large ODM client that could contribute 0.5mn
capacity/month. Beyond smartphones, Dixon is witnessing strong traction
in its Telecom and IT hardware division wherein the former witnessed
148% YoY growth to X 1635 cr. IT hardware recorded revenue of X 331 cr,
a 481% jump in Q2 with management expecting the business to reach
X4000-5000 cr in next 2-3 years. Growth rate in refrigerator, washing
machine and lighting shall also pick pace with healthy festive season.

Rating and Target Price

¢ Dixon is investing in next phase of growth related to components esp. on
the mobile side, while increasing scale in other products. Execution shall
be key to watch out while short delays shall be absorbed by the markets.
Dixon with its aggressive and yet superior capital allocation strategy has
been able to consistently earn strong RoCE. We value the stock at 65x
FY27E its adj. EPS with target price of X 20,000 and maintain BUY rating.

Key Financial Summary
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3 Year CAGR 2 Year CAGR
(X crore) FY22 FY23 FY24 FY25 (FY22-25) FY26E FY27E (FY25-27E)
Net Sales 10,689 12,192 17,691 38,860 53.8 55,032 76,840 40.6
EBITDA 371 513 698 1,508 59.6 2,248 3,471 51.7
EBITDA margin (%) 35 4.2 3.9 3.9 4.1 4.5
Net Profit 182 255 368 706 57.0 1,107 1,878 63.1
Diluted/Adjusted EPS (X) 31.0 42.9 61.7 1171 182.1 306.5
P/E(x) 526.6 3795 264.4 139.2 89.5 53.2
RoCE (%) 17.2 229 242 29.6 30.6 34.7
RoE (%) 18.3 19.9 22.1 27.7 29.5 345

Source: Company, ICICI Direct Research
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Concall highlights and outlook

i)

Mobile and EMS segment

Reported revenue of 13,361 crores (up by 15% QoQ/41% YoY). Major part
was mobile division while hearables and wearables contributed X207
crores, Telecom: X1,635 crores and IT hardware - X331 crores.

Mobile Volumes- Clocked volume of ~20 mn so far, with yearly volume
estimates of 40-42 mn for FY26 and 55-60 mn in FY27 broadly on track.
Volumes from Longcheer |V are expected to be in range of 8-10 mn which
largely are expected to get shifted from Dixon Padget to the JV with some
incremental volumes. Active discussions with new ODM which is expected
to add volumes of 0.5 mn units per month from Q4FY26 or early Q1FY27.
Overview on display module - First phase in display modules assembly
with HKC shall create capacity of 24 mn p.a. for smartphones and
additional 2 mn p.a. for notebooks of which ~76% is expected to be
consumed captively. Further in phase two, capacity is expected to be
enhanced to 60 mn p.a. for smartphones with ~80% expected to be
consumed captively and LED and automotive display of 2 mn and 1 mn
p.a. respectively which shall create an overall opportunity of ~$800-900
mn with expected margins in mid to high double digit.

Update on Q Tech business — In next 6-9 months, company aims to
expand capacities and deepen manufacturing. Company intends to
generate revenue of ~X6,000 crores with volumes going up to ~190-200
mn in next 2-3 years with sub ~10% margins. This compares with current
revenue of ~X2,000 crore and volumes of ~40 mn.

Capex- Capital outlay planned at~X1,100-1,150 crore for FY26 remained
on track with ~X550 crore incurred in H1FY26 and balance expected to be
incurred in H2FY26. Further, construction for 1 bn sq. feet manufacturing
campus in Noida for anchor customer is progressing well with completion
expected in Mar’26.

Export uptick- Export opportunities scaling up, guided revenue of X7,000
crore+ from export in FY26 (FY25: X1600 crores), largely backed by its
anchor customer (Motorola). Further management clarified 80-85% of
Motorola business to stay with Dixon despite competition.

PN3 update — PN3 received for Longcheer and finalized new 4,00,000 sq.
feet facility which is expected to get operational by April'’26. Further
approval for PN3 for Vivo and HKC is expected in coming weeks.

IT Hardware- In FY26, IT hardware is expected to contribute revenue of
X1200-1300 crore wherein company has started commercial production of
HP, ASUS, Lenovo and Acer. Manufacturing location for JV with Inventec
is finalised which is expected to be operational by Q1/Q2 of FY27.
Company expects total revenue to reach ~X4,000-5,000 crore from IT
hardware segment in next 2-3 years.

Telecom division expected to be next growth driver - Likely to be among

the major growth driver after mobiles. It is marking a shift from consumer
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premises end (CPE) products like wifi routers to more complex network
equipment side. Company secured large order from leading U.S. telecom
company for manufacturing backhaul microwave radios, thereby opening
doors to global markets. Commercial production of this order is expected
to commence from Mar’26 with exports commencing from Q2-Q3 of FY27.
Overall, this business is expected to clock revenue of ~$1 bn in next couple
of years. In FY25, this segment earned revenue of ~X 3349 cr which is

expected to increase to X 4800 cr+ in FY26E.

e Overall Mobile & EMS Growth picture remains intact- Company broadly
remains on track with its growth outlook to clock ~40-42mn/55-60mn
smart phones volumes in FY26/FY27. Vivo approval remains the key which
shall be keenly watched by markets. In terms of margin, medium to long
term outlook stays positive with backward integration while there could be
some adverse margin impact for couple of quarters with PLI scheme
ending in March 2026. Overall, we are factoring margin to expand by ~60

bps over FY25-27E.
ii) Consumer electronics & Appliances

e Consumer electronics segment (LED TVs and Refrigerators) reported
revenue of 956 crore, de-growing by 32% YoY while sequentially
increasing by 42%. Both television and washing machine businesses
witnessed de-growth of 34% YoY and 23% YoY respectively. This de-
growth was largely associated to postponement of purchase across trade
and consumer channels with anticipation of GST rate cut.

e In T.V. business, company has grown its ODM share up to 60% of the
volumes and continue to acquire new customers. Also, it has set-up
capabilities for large sized IFPD (Interactive flat panel display) and
signages.

e Refrigerator volumes remain subdued due to introduction of new energy
efficiency norms leading to postponing purchases. The company is
expanding capacity from 12 lakhs to 17 lakhs units and in next phase shall
increase to 25 lakh units. The company had seen strong growth in its first
full year of FY25. Further, it has introduced new products in coolant
divisions such as 50 Itrs and 100 ltrs minibars and also plans to foray into

deep freezers, visi coolers alongside two door side-by-side refrigerators.
iiij Home Appliances

¢ Home appliances segment reported revenue of X429 crore, up 37% QoQ
however declined marginally by 3% YoY.

e  For washing machine (FATL i.e. fully automatic top load), new facility at
Tirupati is expected to commence operations by end of Q3FY26. The
company is also in the process of launching SAWM i.e. semi-automatic

washing machine in 16kg and 18kg capacity by Dec’25.

ICICI Securities | Retail Research 3
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e FAFL i.e. fully automatic front load is at conceptualisation phase, wherein
the company has hired experienced senior personnel to drive the project
with initial capacities expected between 1,50,000 to 2,00,000 units and
further foraying into other home appliances products such as dishwashers
and microwaves.

e  Production for robotic vacuum cleaners for Eureka forbes is expected to

start by Dec’25.

iv) Lighting solutions

e Lighting business has been shifted to its JV (Lightanium Technologies) with
Signify. Order book in lighting business remains robust with new
categories of premium indoor and professional lighting products coming
in.

e Executed the first pilot order from one of the top retail chains in U.S. and
further aims to scale this opportunity to sizeable business in upcoming
quarters.

e Another pilot order from biggest retail chain from Germany is expected to

fructify this quarter.

Exhibit 1: Variance Analysis

Q2FY26 Q2FY25 YoY Q1FY26 QoQ (%) Comments
Mobile and EMS divison continued its
Revenue 14,855.0 11,534.0 29% 12,835.7 16% momentum, recording 41% YoY and 15%

QoQ growth toX13,361 cr.
One off item: MTM of Aditya Infotech

Other | 495.7 -5.7 - 1.7 29408%
erincome ’ (6.5% stake) valued at market price
Total Income 15,350.8 11,528.3 33% 12,837.3 20%
Gross profit 1,053.7 873.5 21% 960.7 10%
Gross margin % 7.1 7.6 -48 bps 7.5 -39 bps Decline partly due to product mix.
Operating Expenses 295.5 298.9 -1% 309.1 -4%
Employee Expenses 196.9 148.3 33% 169.2 16%
Total Expenses 492.4 447.2 10% 478.3 3% Overall expenses contained.
EBITDA 561.3 426.3 32% 482.4 16%
EBIDTA % 3.8 3.7 8 bps 3.8 2 bps Margins remained steady
Depreciation 96.3 66.0 46% 92.7 4%
Finance cost 38.4 37.9 1% 32.6 18%
PBT 922.4 316.6 191% 358.8 157%
Tax 177.9 117.2 52% 85.5 108%
Adjusted PAT after Ml 247.0 214.0 15% 225.0 10% Adj. for other income and minority interest

ICICI Securities | Retail Research 4
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Financial Summary

Exhibit 2: Profit and loss statement X crore Exhibit 3: Cash flow statement X crore

(Year-end March) FY24 FY25 FY26E FY27E (Year-end March) FY24 FY25 FY26E FY27E
Revenue 17,691 38,860 55,032 76,840 Profit after Tax 375 1,233 1,339 2,185
% Growth 45.1 119.7 41.6 39.6 Depreciation 162 281 355 482
Other income 22.6 20.2 516.9 77.8  Interest 75 154 158 153
Total Revenue 17,714 38,880 55,549 76,918 Cash Flow before WC changes 612 1,668 1,853 2,821
Employee Expenses 333 567 770 1,037 (Inc)/dec in Current Assets -1,748 -8,203 -2,321 -7,021
Other expenses 16,661 36,785 52,014 72.331 Inc/(dec) in CL and Provisions 1,836 7,839 2,488 5,887
X . Net CF from Operating activities 700 1,304 2,020 1,686
Total Operating Expenditure 16,993 37,353 52,784 73,369
(Purchase)/Sale of Fixed Assets -863 -1,247 -1,673 -1,500
Operating Profit (EBITDA) 698 1,508 2,248 3,471
Others 118 -544 -411 -214
% Growth -86.4 116.1 49.1 54.4
Net CF from Investing activities -745 -1,791 -2,084 -1,714
Interest 75 154 158 153
PBDT 646 1,373 2,606 3,396 Dividend 30 42 135 175
Depreciation 162 281 355 482 Others 54 584 335 276
PBT before Exceptional ltems 484 1,092 2,251 2,914 Net CF from Financing Activities 24 542 200 101
Exceptional items - 460 - - Net Cash flow 21 55 136 74
Total Tax 119 337 563 728 Opening Cash/Cash Equivalent 229 209 264 399
Minority interest & JV income 3 -120 -233 -308  Closing Cash/ Cash Equivalent 209 264 399 473
Adjusted PAT after Ml 368 706 1,107 1,878 Source: Company, ICICI Direct Research
% Growth -85.6 91.8 56.8 69.7
Adjusted EPS 61.7 117.1 182.1 306.5

Source: Company, ICICI Direct Research

Exhibit 4: Balance sheet X crore WM Exhibit 5: Key ratios

(Year-end March) FY24 FY25 FY26E FY27E (Year-end March) FY24 FY25 FY26E FY27E
Equity Capital 12 12 12 12  PerShareData ()
Reserve and Surplus 1,683 2,998 4,427 6437 67wzt 1821 3085
Cash per Share 35.0 43.7 65.7 77.2
Total Shareholders funds 1,695 3,010 4,439 6,450
BV 284.1 499.6 730.6 1,052.8
Minority Interest 28 459 692 1000 1 idend per share 5.0 7.0 222 285
Total Debt 489 671 1,055 1177 Dbyidend payout ratio (%) 8.2 5.9 12.2 93
Other liabilities 38 36 55 77 Operating Ratios (%)
Total Liabilities 2,249 4,176 6,241 8,703  EBITDA Margin 3.9 3.9 4.1 45
PAT Margin 2.1 3.2 3.1 2.8
Gross Block 2,405 3433 4,557 6,029  Retumn Ratios (%)
L RoE 221 27.7 295 345
Acc: Depreciation 435 716 1,071 1,554
RoCE 242 29.6 30.6 347
Net Block 1,970 2,718 3,486 4,476
Valuation Ratios (x)
Capital WIP 64 256 282 310 &v/emmoA 139.8 65.4 443 29.0
Total Fixed Assets 2,034 2,974 3,768 4,786 P/E 264.4 139.2 895 53.2
Non Current Assets 50 593 1,626 1,733 Market Cap/ Sales 5.5 25 1.8 1.3
Inventory 1,695 3,992 5,356 8,496 Price to Book Value 57.4 326 22.3 15.5
Debtors 2318 6,965 7.980 11,142 Working Capital Management Ratios
Other Current Assets 615 1,873 1816 25536  "Mventory Days 34.9 375 32 403
Debtors Days 47.8 65.4 524 52.9
Cash 209 264 399 473
Creditors Days 83.8 102.2 85.4 85.8
Total Current Assets 4,836 13,094 15,551 22,647
Asset turnover 7.4 113 12.2 12.8
Current Liabilities 4,672 12,484 14,704 20,462 Solvency Ratios
Total Assets 2,249 4,176 6,241 8,703  Debt/Equity 0.3 0.2 0.2 0.2
Source: Company, ICICI Direct Research Current Ratio 1.0 1.0 1.0 1.1

Quick Ratio 0.6 0.7 0.7 0.7

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors 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%j;

Sell: <-15%
: =
ﬂfc.fcl direct.com| NO
l’nns(-mnﬁ::owfmn{rrps BHOKEH
ICICI Securities Ltd, |[@l 75 asmine
"\__ Analhyst Award 2012 T
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Jaymin Trivedi, PGDBM, Kirankumar Choudhary, Chartered Accountant, Research Analysts 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 — INHO00000990. 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. ICICI 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 Artificial Intelligence tools for preparation of this Research Report
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