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About the company 

Paras Defence and Space Technologies are primarily engaged in the designing, 

developing, manufacturing, and testing of a variety of defence and space engineering 

products and solutions. The company has five major product category offerings - Defence 

& Space Optics, Defence Electronics, Heavy Engineering, Electromagnetic Pulse 

Protection Solutions, and Niche Technologies. Paras Defence and Space Technologies is 

the only Indian company with the design capability for space-optics and opto-mechanical 

assemblies and is one of the leading providers of optics for various Indian defence and 

space programs. The company also delivers customized turnkey projects in the defence 

segment. The company has partnered with some of the leading technology companies 

around the world to indigenize advanced technologies in the defence and space sectors for 

the Indian market. The company has 2 manufacturing plants in Maharashtra and is in the 

process of expanding its current manufacturing facility at Nerul in Navi Mumbai.

Strength

It offers a wide range of products and solutions for both defence and space 

applications: It offers a wide range of products and solutions for defence as well as space 

applications. As of June 30, 2021 it has a range of 34 different categories of products and 

solutions, with multiple variations in each category. It believes that offering high-quality 

products and operational execution focused on continual improvement supports its ability 

to offer a wide range of products and solutions. Its wide range of products and solutions 

catering to specific customer needs enable it to successfully service core strategic sectors 

in India such as defence and space in India. This allows its customers to source most of 

their requirements from a single vendor and enables it to expand its business from its 

existing customer’s base, as well as address a larger base of potential customers. Apart 

from the above, the Company’s horizontal integration makes it well positioned to undertake 

turnkey projects in the defence sector while also being capable of supporting major tier 1 

Indian defence suppliers. Apart from the above, its diverse products and solutions portfolio 

enables it to distribute its revenue across various verticals instead of excessive 

dependence on a particular product, vertical or customer.

One of the few players in high precision optics manufacturing for space and defence 

application in India: The company is one of the few manufacturers in India with a 

comprehensive in-house capabilities of designing, developing and manufacturing optics 

for space and defence application in India. Its in-house facilities include single point 

diamond turning machines, grinding and polishing machines for precision optics and large 

size space optics, optical thin film coatings with fully equipped metrology with contact and 

non-contact measurements. It also specialises in large-sized optical mirror and is the only 

Indian company with the design capabilities for space-optics and opto-mechanical 

assemblies. This positions the company as one of the key participant of value for all 

exploratory and observatory missions involving large space telescopes. 

Strong R&D capabilities with a focus on innovation:  The company places strong 

emphasis on R&D which has helped it to develop a wide range of products and solutions in 

the defence and space sector. It has had several significant achievements in R&D. For 

instance, it has successfully developed and delivered remotely controlled surveillance and 

defence systems recently which will enhance its defence capabilities. Through R&D, it has 

developed robust design and technological capabilities, which allow it to develop new and 

cutting-edge products and solutions, undertake process innovation and improve existing 

portfolio. It further helps it in expanding its role in core sectors of defence and space.

Well positioned to benefit from the Government’s “Atmanirbhar Bharat” and “Make 

in India” initiatives:  Paras Defence falls within category of IDDM, the highest category in 
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the priority of categorization under Defence Acquisition Procedure since most of its products and 

components are designed, developed and manufactured by it in India. Recently, the MoD has 

announced the Defence Acquisition Procedure which has come into effect from October 1, 2020. This 

procedure focuses on significantly boosting indigenous production and turning India into a global 

manufacturing hub of weapons and military platforms. This procedure has been aligned with the 

vision of the Government’s Aatmanirbhar Bharat (self-reliant India) initiative and to empower Indian 

defence industry through ‘Make in India’ projects. As at 30th June, 2021, order book from the GoI 

Entities, was  Rs 130.6 crore.

Strong relationships with a diverse customer base: Paras Defence has a diversified customer base 

which ranges from Government arms and government organizations involved in defence and space 

research, to various defence public sector undertakings. Its established heritage of experience in 

designing, developing and manufacturing components for diverse customers in defence and space 

sector has enabled it to develop a deep understanding of the sectors and customers’ requirement. It 

has also increased its presence across multiple cities in India and in Singapore for marketing and 

better serve its customer throughout the project life cycle including after sale services.

Strategy

Expansion of the production capacity: Paras Defence currently has two manufacturing facilities. It 

is also in the preliminary stages of augmenting its manufacturing facility by expanding its production 

capacity and installing new equipment from the Net Proceeds and from internal accruals. Its 

investment in infrastructure will enable them to cater to the growing demand from their customers, 

enhance its space optics product portfolio and offer flow formed tubes for space applications, which in 

turn is expected to result in an increase in their profits and revenues.

Strengthen the foothold in India’s expanding market: The company can strengthen its foothold in 

Indian market by continuing to focus on its competitive strengths and increase its market penetration. 

It can expand its market share by focusing on increasing its products and solutions portfolio, 

enhancing its existing capabilities and indigenising advance foreign technologies. Recent initiatives 

of the Government i.e. “Atmanirbhar Bharat Abhiyan”, the Defence Acquisition Procedure and “Make 

in India” reflects its focus on ‘self-reliance’ wherein indigenisation and innovation is enabled through 

processes of ‘Make’, ‘Design and Development’ and ‘Strategic Partnership’.

Continue to focus on R&D: Paras Defence is continuously investing in technology, equipment and 

skilled employees and using it to improve its customers’ experience. Its focus on innovation and 

development will be crucial to remaining competitive. As part of  its efforts towards R&D, it has set-up 

2 R&D centres at Nerul, Navi Mumbai in Maharashtra and Bengaluru, Karnataka employing 31 

engineers and officers, to undertake research, develop and experiment new designs, technologies 

and equipment. It is also constantly exploring opportunities to collaborate with leading overseas 

technology companies around the world, which among others benefits allows them to enhance R&D. 

It also intends to increase its product centric R&D by exploring opportunities in designing, 

engineering and/or manufacturing products such as multi and hyper spectral cameras for drones and 

space, UAVs, cubesats and anti-drone systems.

Diversify the products and solutions range, with focus on growth by expansion into 

opportunistic areas: Paras Defence has exclusively partnered with ISISpace for manufacturing 

cubesats in India. It has also partnered with other technology companies such as HPS, GmbH for 

Large Deployable Antennas for space, Invent, GmbH for CFRP structures for space and Kley, France 

for military winches which will further broaden its product portfolio. Its subsidiary, Paras Aerospace 

Pvt Ltd aims to offer UAV integration solutions and UAV services for a wide range of applications such 

as agriculture, power transmission, oil and gas, mining and construction. The flagship product of 

Paras Aerospace Pvt Ltd will be a Cloud based NPNT Solution (offered as software-as-a-service) and 

Indigenous Multispectral Camera for various applications including agriculture. Further, its 

subsidiary, Paras Anti-drone Technologies Pvt Ltd will design sub modules and it will be involved in 

integrating the solution. Paras Anti-drone Technologies aims to be one of the first indigenous anti-

drone technology development companies in India and is currently collaborating with leading UAV 

anti-drone technology firms to further develop its expertise in designing customer-specific modules. 

Further, Paras Aerospace has entered into partnerships with leading UAV technologists from Israel 
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and Italy.

Increasing the reach in the international market: The company primarily caters to the 

requirements of the Indian market. Through its extensive experience and proven track record, it is 

strongly positioned for providing products and solutions to international customers. It will continue to 

focus on its existing markets in Israel and South Korea and intend to provide its products and 

solutions to markets in the United States and Europe.  It has recently received orders from the United 

States and United Arab Emirates for manufacturing IR Lens and Electro-Mechanical Masts, 

respectively. In furtherance of an application made by one of its customer for receiving the DSP-05 

license from the Department of State, United States of America to enable the export of certain 

commodities by them, it has recently received its first optics order from United States of America. 

Obtaining this license by the customer will further increase its exports to the United States, being the 

biggest optics market in the world.

Risk factors

Ø Its business is largely dependent on contracts from Government of India (“GoI”) and associated 

entities including defence public sector undertakings and government organizations involved in 

space research.

Ø Revenue from top five customers for FY21 amounting to Rs.85.5 crore, which constituted 59.63% 

of total consolidated revenue. If for some reason the relation with these five customers do not last 

long, it will impact the business of the company very drastically.

Ø It has sustained negative cash flows from operating activities due to working capital changes and 

from investing activities are majorly due to investment in PPE and CWIP.

Ø If it fails to keep its technical knowledge and process know-how confidential, it may suffer a loss of 

its competitive advantage.

Peer comparison

As per RHP, there are no listed entities in India whose business portfolio is comparable with that of  

the company business.

Valuation

Considering the P/E valuation, on the upper end of the price band of Rs.175, the stock is priced at pre 

issue P/E of 34.33x on FY21 EPS of Rs.5.10. Post issue, the stock is priced at a P/E of 43.23x on its 

EPS of Rs.4.05. Looking at the P/B ratio at Rs.175, pre issue, book value of Rs. 66.75 of P/Bvx 2.62x. 

Post issue, book value of Rs.89.05 of P/Bvx 1.97x.   

Considering the P/E valuation, on the upper end of the price band of Rs.165, the stock is priced at pre 

issue P/E of 32.37x on FY21 EPS of Rs.5.10. Post issue, the stock is priced at a P/E of 40.76x on its 

EPS of Rs.4.05. Looking at the P/B ratio at Rs.165, pre issue, book value of Rs. 66.75 of P/Bvx 2.47x. 

Post issue, book value of Rs.89.05 of P/Bvx 1.85x.

Industry overview

Global defence spending touched $1.98 trillion in 2020, which was an increase of 2.6% over such 

corresponding spending in 2019. The five largest spenders, accounting for 62% of the total global 

spend, were the United States, China, India, Saudi Arabia and Russia. Rise in geopolitical disputes, 

such as the ongoing flare up between the United States and China, was the major reason fuelling this 

increase in spending. In India, the defence budget has 4 main components: Ministry of Defence 

(Civil), Defence Services Revenue, Capital Outlay on Defence Services, and Defence Pensions, and 

not all of it is available to the defence industry participants. India’s defence exports and imports used 

to be at two ends of a continuum with a massive trade deficit skewed against Indian indigenous 

production. The Stockholm International Peace Research Institute (SIPRI) Arms Transfer Database 

indicates that India remained the largest importer of defence equipment in the 2012-16 timeframe 

with its share in global arms imports dropping from 14% in 2011-2015 to 9% in 2016-2020, a drop of 

33%. Compared to the above, India’s arms exports contributed to only a small percentage of global 

arms trade during this time. However, there has been a substantial increase in Indian defence exports 

in the 2016-20.
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Outlook

Paras Defence and Space Technologies Ltd. (PDSTL) is an Indian private sector company engaged in 

designing, developing, manufacturing and testing a wide range of defence and space engineering products 

and solutions. Its business is largely dependent on contracts from Government of India (“GoI”) and 

associated entities including defence public sector undertakings and government organizations involved in 

space research. Notably, India is witnessing path breaking reforms in defence space and is expected to see 

huge traction under “Atmanirbhar Bharat” and “Make in India” initiatives. A long term investor may opt the 

issue. 

An Indicative timetable in respect of the Issue is set out below:

Annexure

EVENT INDICATIVE DATE

  (On or about)

Bid/Offer Opens Date Sept 21, 2021

Bid/Offer Closing Date Sept 23, 2021

Finalisation of Basis of Allotment with the Designated Stock  On or about Sept 28, 2021

Exchange

Initiation of refunds (if any, for Anchor Investors)/unblocking  On or about Sept 29, 2021

of funds from ASBA Account

Credit of Equity Shares to depository accounts of Allottees On or about Sept 30, 2021

Commencement of trading of the Equity Shares on the Stock On or about Oct 01, 2021

Exchanges

Consolidated Financials

Profit & Loss
Rs. in Cr.

Particulars Period ended Period ended Period ended

 31-Mar-21 (12 Months) 31-Mar-20 (12 Months) 31-Mar-19 (12 Months)

Revenue from operations 143.33 147.04 154.40

Total expenditure 99.93 107.77 111.57

Operating Profit 43.40 39.27 42.83

OPM% 30.28 26.71 27.74

Other Income 1.28 2.01 2.77

PBDIT 44.68 41.28 45.60

Depreciation 9.65 9.71 9.41

PBIT 35.02 31.57 36.20

Interest  12.41 9.77 9.39

PBT  22.61 21.79 26.81

Exceptional items 0.00 0.00 0.00

Profit before Tax  22.61 21.79 26.81

Tax 6.83 2.14 7.84

Profit After Tax 15.79 19.66 18.97

Balance sheet is on next page
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Balance Sheet

Particulars As on 31-Mar-21 As on 31-Mar-20 As on 31-Mar-19

Non-current assets   

Property, plant and equipment 155.13 155.79 165.89

Capital work-in-progress 0.51 4.91 2.63

intangible assets 1.50 2.05 2.41

Financial Assets   

Investments 1.13 0.05 0.05

Other financial assets 1.19 0.28 0.42

Non Current Tax Assets 0.00 0.00 0.00

Other non-current assets 1.23 1.41 0.87

Total non-current assets 160.69 164.48 172.27

Current assets   

Inventories 74.71 60.43 64.53

Financial Assets   

Trade Receivables 94.86 97.60 83.23

Cash and Cash Equivalents 4.68 1.25 0.18

Bank balance other than cash and cash  3.63 3.13 1.68

equivalents

Loan  0.05 0.03 0.15

Other Financial Assets 0.48 0.64 0.51

Other Current Assets 19.53 12.32 7.20

Assets held for Sale 4.12 2.51 0.00

Total current assets 202.07 177.91 157.48

Total Assets  362.76 342.39 329.75

Non-current liabilities   

Financial liabilities   

Borrowings 25.53 36.75 38.20

Lease liabilities 0.06 0.10 0.00

Provisions 1.19 1.30 1.69

Deferred Tax Liabilities (Net) 23.14 23.50 27.78

Total non-current liabilities 49.92 61.64 67.67

Current liabilities   

Financial liabilities   

Borrowings 68.04 60.20 37.93

Lease liabilities 0.06 0.06 0.00

Trade payables   

Total outstanding dues of micro enterprises  0.93 6.99 7.27

and small enterprises

Total outstanding dues of creditors other  14.39 20.06 45.98

than micro enterprises and small enterprises

Other financial liabilities 15.19 8.85 11.16

Other current liabilities 0.61 6.05 1.61

Provisions 0.15 0.15 0.15

Current Tax Liabilities (Net) 6.76 5.77 5.61

Total current liabilities 106.13 108.12 109.71

Total 156.05 169.76 177.38

NET Worth 206.70 172.62 152.37

Net worth represented by:   

Share capital 29.85 28.41 5.68

Other Equity 176.78 144.21 146.68

Non controlling interests 0.07 0.00 0.00

Net Worth 206.70 172.62 152.37

Rs. in Cr.
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Corporate Office:

11/6B, Shanti Chamber,

Pusa Road, New Delhi - 110005

Tel: +91-11-30111000

www.smcindiaonline.com

E-mail: smc.care@smcindiaonline.com

Disclaimer: This Research Report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to the investor. It is only for private circulation and use. 
The Research Report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the 
contents of this Research Report. The Research Report should not be reproduced or redistributed to any other person(s)in any form without prior written permission of the SMC. The contents of this material are 
general and are neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage that may arise to any 
person due to any action taken on the basis of this Research Report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an 
individual client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from investments may vary because of the changes in the 
macro and micro factors given at a certain period of time. The person should use his/her own judgment while taking investment decisions. Please note that SMC its affiliates, Research Analyst, officers, directors, and 
employees, including persons involved in the preparation or issuance if this Research Report: (a) from time to time, may have long or short positions in, and buy or sell the securities thereof, of the subject 
company(ies) mentioned here in; 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(ies) discussed herein or may perform or seek to perform investment banking services for such company(ies) or act as advisor or lender/borrower to such subject company(ies); or (c) may have any other 
potential conflict of interest with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction of Delhi High court.

SMC Global Securities Ltd. (hereinafter referred to as “SMC”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related 

activities. SMC is a registered member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited, MSEI (Metropolitan Stock Exchange of India Ltd) and M/s SMC Comtrade Ltd is a registered 

member of National Commodity and Derivative Exchange Limited and Multi Commodity Exchanges of India and other commodity exchanges in India. SMC is also registered as a Depository Participant with CDSL 

and NSDL. SMC’s other associates are registered as Merchant Bankers, Portfolio Managers, NBFC with SEBI and Reserve Bank of India. It also has registration with AMFI as a Mutual Fund Distributor. 

SMC is a SEBI registered Research Analyst having registration number INH100001849. SMC or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in 

securities market. SMC or its associates or its Research Analyst or his relatives do not hold any financial interest in the subject company interest at the time of publication of this Report. SMC or its associates or its 

Research Analyst or his relatives do not hold any actual/beneficial ownership of more than 1% (one percent) in the subject company, at the end of the month immediately preceding the date of publication of this 

Report. SMC or its associates its Research Analyst or his relatives does not have any material conflict of interest at the time of publication of this Report. 

SMC or its associates/analyst has not received any compensation from the subject company covered by the Research Analyst during the past twelve months. The subject company has not been a client of SMC 

during the past twelve months. SMC or its associates has not received any compensation or other benefits from the subject company covered by analyst or third party in connection with the present Research Report. 

The Research Analyst has not served as an officer, director or employee of the subject company covered by him/her and SMC has not been engaged in the market making activity for the subject company covered by 

the Research Analyst in this report.

The views expressed by the Research Analyst in this Report are based solely on information available publicly available/internal data/ other reliable sources believed to be true. SMC does not represent/ provide any 

warranty expressly or impliedly to the accuracy, contents or views expressed herein and investors are advised to independently evaluate the market conditions/risks involved before making any investment decision. 

The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in respect of the subject company.
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