STRATINV RESEARCH

Kernex Microsystems (India) Ltd

From Near-Cancellation to a 3,500 Crore Kavach Order Sweep — Business
Update, June 2026

Report date 12 June 2026

Company Kernex Microsystems (India) Ltd — Hyderabad-based railway safety & signalling OEM;
incorporated 1991; one of the three original co-developers of Kavach/TCAS with RDSO

FY26 (consolidated) Revenue ~%X430 cr (+~128% YoY) « PAT X88.2 cr (+76%) * ROCE 23.8% * ROE 38%

Order book X3,268 cr (excl. GST) at 31 Dec 2025, ~%2,500 cr of it loco-TCAS from CLW/BLW; further
=~X1,060 cr of awards Jan-May 2026

Share price* All-time high 1,751 (29 May 2026); ~X1,900 quoted on 2 Jun 2026; market cap ~%3,200 cr;
52-wk low 3683

Prepared by Stratinv Research - Stratinv FZE, Ras Al Khaimah, UAE

FY26 in Six Numbers

X2,465.7 cr Single CLW order (Jan 2026) for 3,024 onboard Kavach sets — larger than the company's market
cap on award day

3x Q4 FY26 revenue growth YoY: 254.6 cr vs X83.1 cr; +250.7% even sequentially
506% Q4 FY26 PBT growth YoY to X92.1 cr; quarterly PAT of X68.3 cr exceeded all of FY25's X50.2 cr
450 / month Stated Kavach unit production capacity at the 10-acre Hyderabad campus — the execution

bottleneck question

—-16% / +18% Stock fell 16% (12 Jan, CLW deadline dispute) and later rose 18% in a day (29 May, post-results) —
the year's volatility in one line

268 days Debtor days — the working-capital cost of growing 128% inside the Indian Railways payment cycle

This note reviews Kernex Microsystems' position as of June 2026: its journey from the Anti-Collision
Device (Raksha Kavach) era and years of losses to a re-rated pure-play on India's Kavach automatic train
protection rollout. We cover FY26 results in detail, the order-book transformation, balance-sheet stress
points, capacity and partnerships, competitive dynamics, valuation and the FY27 watch list. *Prices are
as quoted by market-data providers in early June 2026 and must be re-verified live before any decision.
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Executive Summary

Kernex enters FY27 as the most leveraged listed play on the loco-side Kavach ordering wave —
leveraged operationally (railway safety is essentially its whole business), financially (working capital is
being debt-funded), and in market-expectation terms (the stock nearly tripled from its 52-week low).
FY26 was the year the option converted into a business: revenue of ~X430 crore was more than the
previous five years combined, and a single quarter (Q4) out-earned the entire prior fiscal year.

The five things that mattered in FY26

* The CLW saga — lost, then won bigger. On 12 January 2026 the stock fell ~16% after Chittaranjan
Locomotive Works rejected Kernex's deadline-extension request on an earlier Kavach order
(subsequently cancelled). On 15 January, CLW awarded Kernex the largest loco-Kavach contract to
date: X2,465.7 crore for 3,024 onboard sets, deliverable in 12 months. The episode cut both ways — it
proved Railways enforces timelines, and that it still trusts Kernex with programme-critical volume.

* Order cadence became routine. BLW X411.2 cr (505 sets, Feb), BLW X91.1 cr (112 sets), PLW
X67.5 cr (Apr), CLW X475.2 cr (May), plus an SCR v3.2-4.0 upgrade mandate and a first private-sector
order (Jindal Steel, X15.9 cr LOI, May) — roughly 3,500 crore of awards in five months.

* Execution showed up in Q4. Revenue X254.6 cr (+206.5% YoY, +250.7% QoQ), PBT X92.1 cr
(+506% YoY), PAT X68.3 cr. The 450 units/month line is demonstrably converting backlog into
invoices.

* The middle of the year was rough. Q2-Q3 PAT actually fell sequentially (6.6 cr - 6.0 cr) as
interest expense climbed to X9.1 cr/quarter — an 8.8x rise over five quarters — consuming ~54% of
operating profit at the Q3 trough. The model is: borrow, build, deliver, collect.

* Technology moats were extended. RDSO approval for Kavach 4.0 (Oct 2025), a 51:49 JV with BHEL
for next-generation Moving Block signalling, and a construction JV (VRRC) for turnkey railway works
contributing X388 cr of JV orders.

The investment debate in one paragraph

Bulls see ~4.9x order-book-to-revenue coverage, 38% ROE, a duopoly-plus structure in approved
loco-Kavach OEMs, and a multi-year national programme with ~24,400 route km of work in progress.
Bears see a X2,466 crore order that must be executed in 12 months by a company that produced ~%X430
crore of revenue in its best-ever year, financed through rising debt against 268-day receivables, on a
BBB-— rating, at ~36x trailing earnings (and ~54x at the post-results print). FY27 is when one of these
narratives wins. The honest answer is that the stock now prices execution that has not yet happened —
which is precisely why the quarterly delivery-versus-deadline arithmetic, laid out in Section 6, is the only
scoreboard that matters.
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Company Background: Three Acts Over Three
Decades

Kernex's history is unusually relevant to assessing it today, because the company has already lived one
full cycle of 'breakthrough railway-safety technology - commercial disappointment' before the current
one. Understanding why the Anti-Collision Device era ended, and why Kavach is structurally different, is
core to the thesis.

Act | — The ACD / Raksha Kavach pioneer (1991-2013)

Incorporated in 1991 in Hyderabad as a software exporter (a 100% Export Oriented Unit under STPI),
Kernex pivoted to railway safety from 1999, when it demonstrated a prototype Anti-Collision Device
(ACD) to Konkan Railway Corporation (KRCL). A March 2000 technical-collaboration MoU with KRCL
produced the networked 'Raksha Kavach' ACD — GPS positioning, radio data communication and
auto-braking — for which Kernex held the exclusive manufacturing licence. ACDs were deployed across
Konkan Railway and Northeast Frontier Railway, the 2011 Railway Budget announced ACD
implementation across 8 zones, and Kernex even won a US$17.5 mn export order from Egyptian National
Railways (2008). But the ACD programme was ultimately superseded: Indian Railways chose to develop a
full ATP system to international SIL-4 standards instead, and the zone-wide ACD rollout never
materialised at scale.

Act Il — TCAS co-developer, then the lean years (2013-2024)

In June 2013, RDSO awarded Kernex an R&D; contract for the Train Collision Avoidance System —
making it, alongside Medha Servo Drives and HBL, one of the three original co-developers of what was
adopted in July 2020 as the national ATP standard, 'Kavach'. The irony of the decade that followed:
Kernex helped build the technology while its P&L; starved waiting for orders. Revenue shrank to just
%19.6 crore in FY24 with a net loss of 26.4 crore; the stock had touched an all-time low of 11 in May
2020. The company survived on a thin order pipeline, legacy level-crossing products and balance-sheet
patience.

Act lll — The Kavach monetisation (FY25-present)

I = S

FY24 Revenue X19.6 cr; net loss 326.4 cr The trough — pre-monetisation

FY25 Revenue X189.8 cr (+868%); PAT X50.2 cr First Kavach execution year;
turnaround to profit

Aug 2025 X209.8 cr Kavach contract Order momentum begins

Oct 2025 RDSO approval for Kavach 4.0; order book X3,346 cr Qualified for the current deployment
standard

Jan 2026 Old CLW order cancelled; new X2,465.7 cr CLW award The defining fortnight (see Section 4)

FY26 Revenue ~%430 cr (+128%); PAT X88.2 cr (+76%) Best year in company history

Product portfolio today: onboard and station Kavach/TCAS (TrainSHIELD lineage), level-crossing
protection (LxGuard, SENTINEX, SAFELx train-actuated warning), CASRY yard collision avoidance, KMDAX
multi-section digital axle counters, and turnkey signalling works. The Jindal Steel LOI (May 2026) for yard
safety automation suggests the CASRY-type portfolio is beginning to monetise outside Indian Railways —
small today, strategically interesting tomorrow.
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The Kavach Programme: Kernex's Demand Engine

Kavach is India's indigenous, SlL-4-certified automatic train protection system: it supervises speed,
prevents signal passing at danger, applies brakes automatically, and enables cab signalling for 160 km/h
operation. After repeated schedule slips (March 2025, then December 2025 targets), the programme hit
industrial velocity in early 2026:

Programme parameter Status (as of latest disclosure)

Network installed (all versions) 3,103 route km (Ministry of Railways, Mar 2026)

Work in progress 24,427 route km, incl. high-density corridors

Kavach 4.0 on Delhi-Mumbai / 1,638 rkm commissioned by late Mar 2026; 7,100 rkm trackside underway

Delhi-Howrah

Locomotives fitted / FY26 ordering 4,154 locos fitted (Dec 2025); ~12,129 loco units ordered industry-wide in
FY26

Spend %2,763.9 cr cumulative to Feb 2026; X1,673 cr FY26 allocation; ~X80 lakh

per loco, ~X50 lakh per trackside km

Recent sanctions 1,236 cr Kavach+telecom works (Mar 2026, incl. 548 rkm Southern
Railway); X1,364 cr safety package (Apr 2026, incl. 232 SR locos)

Why the loco-side wave found Kernex first

The 2024-26 ordering cycle has been dominated by onboard equipment procured directly by production
units — CLW, BLW, PLW, ICF — under 12-month delivery clauses. This procurement mode favours
approved OEMs with certified designs and assembly capacity over EPC/integration players. Only a
handful of OEMs are approved (originally Medha, HBL, Kernex; now 5+ including Quadrant Future Tek
and Concord's associate Progota, with Railways targeting 20+). Within that pool, Kernex's January CLW
win — 3,024 sets — implies it took the largest single slice of the marquee tender cycle after HBL missed
the 6,300-unit CLW tender entirely (HBL later won a separate 1,714 cr CLW order in May 2026).

Sizing Kernex's runway

Industry estimates put the total Kavach opportunity near 47,000 crore across trackside (~78,000 km x
~X50 lakh/km), onboard (~15,000+ locos x ~X80 lakh) and telecom/maintenance layers. Even the
onboard slice alone — roughly X12,000 crore over the fleet — is ~28x Kernex's FY26 revenue. The
constraint on Kernex's share is not demand: it is (a) certified capacity throughput, (b) working-capital
financing, and (c) price discipline as the approved-vendor pool expands. Beyond Kavach, the
RDSO/Railways roadmap (LTE-based comms, moving-block signalling — where Kernex has positioned via
the BHEL JV — and version upgrades of the existing v3.2 installed base) extends the revenue tail into the
2030s. Kernex already holds an SCR mandate to upgrade the Bidar-Parli Vaijnath section from v3.2 to
v4.0, an early template for what could become a recurring upgrade business.
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The Order Book Transformation

FY26 award flow (chronological)

29 Aug 2025 Indian Railways %209.8 cr Kavach train safety system contract

18 Sep 2025 )V formation — JV with Venkata Rami Reddy Constructions (VRRC) for turnkey
railway project works

14 Oct 2025 RDSO — Kavach 4.0 approval; disclosed order book %3,346.4 cr

12 Jan 2026  CLW (negative) CLW rejects deadline-extension request on earlier Kavach order

(order cancelled); stock —16%

15Jan 2026 CLW X2,465.7 cr 3,024 onboard Kavach 4.0 sets; supply, installation, testing,
commissioning; 12 months

11 Feb 2026  BLW Varanasi X411.2 cr 505 onboard Kavach loco sets per RDSO spec; due Feb 2027

Mar-Apr BLW X91.1cr 112 onboard Kavach loco sets

2026

13 Apr 2026  PCMM Patiala (PLW) X67.5 cr Onboard Kavach loco equipment (SIL-4); due 15 Apr 2027

27 May 2026 CLW X475.2 cr Onboard Kavach loco equipment; 12-month execution

28 May 2026 Jindal Steel X15.9 cr LOI Yard safety automation — first meaningful private/non-IR order

Ongoing South Central n.d. LOA to upgrade Bidar-Parli Vaijnath from Kavach v3.2 to v4.0
Railway

Reading the book: composition and reporting nuances

At 31 December 2025, the company-disclosed order book was 3,268 crore (excl. GST), of which
~%2,500 crore was loco-TCAS from CLW and BLW — i.e., the book is heavily concentrated in onboard
hardware with 12-month clocks. Note two reconciliation items for analysts: (1) the Dec-25 figure
pre-dates both the January cancellation of the old CLW order and the new %2,465.7 cr award, which
largely offset each other; (2) an April 2026 media figure of 2,124 crore (including X388 crore of JV
orders) appears to reflect a post-execution, post-adjustment basis — the divergence between X3,268 cr
and X2,124 cr underscores that Kernex's disclosed book moves materially quarter to quarter with
execution burn and award timing, and should be re-based at each results release rather than carried
forward.

Even on the conservative basis, book-to-FY26-revenue coverage is ~4.9x — the highest among listed
Kavach names (HBL ~0.9x on much larger revenue, Concord ~3.3x). High coverage cuts both ways:
extraordinary visibility if executed, extraordinary liquidated-damages exposure if not. The January CLW
episode demonstrated that Railways will cancel rather than extend.

Concentration: effectively a single end-customer (Indian Railways and its production units) across >95%
of the book. The Jindal Steel LOI and the legacy export track record (Egypt) are the only current evidence
of diversification optionality.
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FY26 Financial Performance: A Back-Loaded
Breakout

Quarterly progression (consolidated)

_ Q1 FY26 Q2 FY26 Q3 FY26 Q4 FY26 FY26

Revenue from operations 47.6 72.6 254.6 ~430

(X cr)

YoY revenue growth +94.9% n.m. +97%* +206.5% +~128%

Net profit (% cr) 7.5 6.6 6.0 68.3 88.2

PAT margin 13.4% 13.8% 8.4% 26.8% ~20.5%

Interest expense (X cr) n.d. ~5-6 9.1 n.d. rising

Notable ECL provision = Sequential Interest = 54%  PBT X92.1 cr PAT > FY25 full
X2.1cron PAT dip of op. profit; (+506% YoY); year by 76%
aged begins PAT —16% YoY  stock +14-18%
receivables on results

*9OM FY26 revenue X175.6 cr; Q3 standalone figures as reported in the 12 Feb 2026 board outcome.

Quarterly revenue, FY26 — the hockey stick
300

X254.6 cr

250

200

150

1007 £72.6 cr

¥55.9 cr

X47.6 cr

50—

Q1 FY26 Q2 FY26 Q3 FY26 Q4 FY26

What the shape of the year tells us

* Execution is lumpy and milestone-driven. 59% of FY26 revenue landed in Q4. Railway revenue
recognition follows inspection/acceptance milestones, so quarterly prints will remain volatile;
trailing-twelve-month run-rate is the better lens.

* Q4 margins hint at the model's true economics. A 26.8% PAT margin in the heavy-execution
quarter (vs 8.4% in Q3) suggests strong fixed-cost absorption once the line runs at volume —
consistent with ROCE of 23.8% and ROE of 38% for the full year.

e The Q2-Q3 dip was a financing story, not a demand story. Operating profit grew, but an 8.8x
rise in quarterly interest cost (to 9.1 cr in Q3) ate the middle of the P&L; while inventory and
receivables were built ahead of Q4 deliveries.

* FY27 base effect is daunting but the backlog covers it. Annualising anything close to the Q4
run-rate (~%1,000 cr) would require executing the CLW order broadly on schedule — which is exactly
what the order's 12-month clause demands anyway. Backlog is not the constraint; throughput is.
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Balance Sheet and Working Capital: The Stress
Points

Kernex's P&L; re-rating is real, but the balance sheet is where the FY27 risk is concentrated. Three
interlocking issues deserve attention.

1. Receivables: the 268-day problem

Debtor days of ~268 reflect the structural reality of selling to Indian Railways production units: payment
follows inspection, commissioning and acceptance, often spanning fiscal-year boundaries. Q1 FY26
disclosures showed X4.2 crore of receivables aged over three years with a 2.1 crore
expected-credit-loss provision, plus locked margin-money deposits — small in absolute terms but
indicative of how long the tail can be. As revenue scales toward X1,000 crore+, receivables of this
duration imply X600-700 crore of funding need at steady state unless terms improve (e.g., higher
advance/milestone payments on the new CLW contract — an item to probe in company disclosures).

2. Debt and interest: the 8.8x escalation

Quarterly interest expense rose from ~X1.0 crore (Q2 FY24) to 9.1 crore (Q3 FY26). At the Q3 trough
this consumed 54% of operating profit before other income. The Q4 surge in profitability eased the ratio,
but the direction is clear: growth is being financed with working-capital debt against a CARE BBB— rating
on bank facilities (Nov 2025). BBB— is investment grade by a single notch; executing a 2,466 crore
order typically requires bank guarantees, LCs for component imports, and performance bonds — all of
which price off this rating. A rating upgrade on the back of FY26 audited numbers, or an
equity/quasi-equity raise, would be materially de-risking; absence of either while the book doubles would
be a warning sign.

3. Capital intensity of the scale-up

The 450 units/month capacity statement implies ~5,400 sets/year of nameplate throughput — on paper
sufficient for the 3,024-set CLW order plus the BLW/PLW orders within their windows, but only at
sustained high utilisation with no component bottlenecks (RF modules, brake-interface hardware, RFID
readers). Supplier dependencies are visible in disclosures such as Bondada Engineering's announcement
of repeat orders from Kernex — outsourced sub-assembly is part of the model. Inventory build ahead of
delivery quarters will keep the cash-conversion cycle long even if receivables behave.

Debtor days ~268 Structural to IR sales; scale magnifies funding need
Interest expense X1.0 cr » X9.1 cr over 5 quarters Debt-funded WC build; watch FY27 trajectory
(quarterly)
Credit rating CARE BBB— (bank facilities, Nov Thin headroom for BG/LC-heavy execution

2025)
Aged receivables / ECL X4.2 cr >3 yrs; X2.1 cr provision Small but illustrative of payment tail

(Q1)
Dividend None despite profits Cash retained for working capital — appropriate at this

stage

Book value / leverage on BV X103/share; ROE 38% High ROE partly a function of a thin equity base
returns

Stratinv FZE - Institutional Equity Research | For information purposes only - not investment advice Page 7 of 12



STRATINV RESEARCH Kernex Microsystems - Business Update | June 2026

Capacity, Technology and Partnerships

Manufacturing and execution apparatus

Operations are centred on a 10-acre campus in Hyderabad with stated capacity of 450 Kavach units per
month. The execution model for loco orders is supply-plus: manufacture and test the onboard kit, then
install and commission on locomotives at railway sheds — meaning field teams, shed slot coordination
and joint inspections gate revenue as much as factory output does. The VRRC joint venture (Sep 2025)
adds turnkey civil/installation muscle for station and trackside work, and JV orders of X388 crore indicate
this leg is already commercial.

Technology position

Kavach 4.0 (RDSO-approved, Oct  Qualifies Kernex for all current tenders; v4.0 supports large yards, automatic +
2025) absolute block territory, diverse terrain

v3.2 - v4.0 upgrades SCR Bidar-Parli Vaijnath LOA — early entry into what becomes a network-wide
upgrade annuity as the v3.2 base ages

Moving Block JV with BHEL (51:49, Positions Kernex for the next signalling paradigm beyond fixed-block Kavach —
Kernex-controlled) higher line capacity via continuous train separation; aligns with Railways' LTE/4G
evolution roadmap

Adjacent portfolio Level-crossing systems (LxGuard, SENTINEX, SAFELx), CASRY yard collision
avoidance, KMDAX axle counters — the Jindal Steel order monetises this outside IR

Heritage IP Two decades of collision-avoidance engineering (ACD/Raksha Kavach with Konkan
Railway; WIPO-documented 99.9% collision-prevention success rate in the ACD
programme)

Partnership map

* BHEL (Moving Block JV): pairs Kernex's signalling IP with a PSU heavyweight's balance sheet and
Railways relationships — useful both for credibility in mega-tenders and for sharing the R&D; burden
of the post-Kavach roadmap. Kernex's 51% keeps consolidation and control.

e VRRC (construction JV): converts Kernex from equipment seller to turnkey bidder on
station/trackside packages, where EPC players like KEC otherwise capture the integration margin.

* Supplier ecosystem (e.g., Bondada Engineering): repeat outsourcing orders signal a
hub-and-spoke manufacturing approach — capacity flexibility at the cost of supplier-quality
dependence under SIL-4 traceability requirements.

e Customer institutions: CLW, BLW, PLW production units (onboard); zonal railways and IRCON-type
integrators (trackside); RDSO (certification). Relationship depth here is the real moat — and the
January cancellation shows it is conditional on delivery.

Governance note: at the 29 May 2026 board meeting approving FY26 results, Kernex appointed Parvathi
Manthena as Non-Executive Director and reappointed cost auditors — incremental board strengthening
during the scale-up. Promoter holding remains modest at ~28.8%, which both limits promoter-support
optics and leaves room for institutional ownership to build.
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Competitive Landscape: A Widening Field

Medha Servo Unlisted Original co-developer; historically the volume leader The benchmark competitor
Drives in loco electronics; deepest production-unit in every onboard tender
relationships

HBL Engineering  ~%21,700 cr Scale leader: FY26 income X3,310 cr; won X1,714 cr  Outbids on capacity and

mcap CLW Kavach 4.0 order (May 2026) after missing the  balance sheet; net-cash

6,300-unit tender; strong trackside franchise (1,109

rkm ECR)
Quadrant Future  Listed 2025 Newer approved implementer building an order Adds onboard price
Tek book competition
Concord / ~%2,400 cr RDSO developmental vendor; 279.9 cr onboard Evidence the vendor pool
Progota mcap Kavach 4.0 order (May 2026) genuinely widens
RailTel / KEC / PSU & EPC System integration, telecom backbone, zone-level Compete for integration
IRCON trackside packages scope, not OEM kits
Siemens & Global Selective participation in large fitment packages Localisation norms blunt
global OEMs their edge

Kernex's share of the FY26 loco wave

Of the ~12,129 loco units ordered industry-wide in FY26 (HBL's January 2026 estimate), Kernex's
disclosed wins total roughly 3,750+ sets (3,024 CLW + 505 BLW + 112 BLW + PLW and May CLW
volumes) — indicatively a ~30% unit share of the year's awards, achieved while being the smallest of the
three incumbent OEMs by revenue. That is the bull case in one statistic. The counterpoint: unit share won
at tender is only banked when delivered, and the award concentration in two production units (CLW,
BLW) means two procurement offices effectively control Kernex's growth.

Structural dynamics to watch

* Price erosion risk: as RDSO qualifies more OEMs (target 20+), L1 tendering on standardised v4.0
kits will compress unit prices; implied per-set realisation already varies across awards (=X81.5
lakh/set on the Jan CLW order vs =60 lakh on the smaller PLW award — mix and scope differences,
but the direction of travel matters).

» Differentiation path: upgrade contracts (v3.2-4.0), AMC/maintenance on the installed base,
moving-block (BHEL JV) and non-IR industrial safety (Jindal) are the margin-defensible adjacencies.

¢ Consolidation optionality: a sub-34,000 cr market-cap pure-play with RDSO approvals and SIL-4 IP
is a plausible strategic target for larger industrials seeking instant Kavach qualification — not a thesis,
but a real asymmetry.
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Share Price Journey and Valuation

Twelve months of violent re-rating

m Price / move _

May 2020 X11.03 All-time low — the zombie-era memory embedded in the register

18 Mar 2025 3683 (52-wk low ref.) Pre-FY25-results consolidation

12 Jan 2026 —16% intraday CLW rejects extension; old order cancelled

15-17 Jan 2026  +7.5% (to X1,350) %2,465.7 cr CLW award; market initially discounts execution risk

23 Mar 2026 915 Drawdown — Q3 margin/interest concerns dominate

8 May 2026 X1,583 (then-ATH) Order cadence re-builds conviction (+106% in ~2 months)

29 May 2026 1,751 intraday ATH; Q4 FY26 results: revenue 3x, PAT X68.3 cr; X475 cr CLW order
+18% day

2 Jun 2026 ~%1,900 (quoted) Continued momentum; verify live — prints vary by provider

Valuation framework (indicative, on early-June data)

e nesang

Market capitalisation ~X3,200 cr (screener basis; ~X2,839 cr at the 1,690 post-results print)

Trailing P/E ~36x on FY26 PAT of X88.2 cr (mcap %3,200 cr); media quoted ~54x at specific prints —
sensitive to price/date

P/B ~12.8x on book value of ~X103/share — the equity base is thin relative to the business it
now carries

EV/Order book ~1.0x on the Dec-25 book (X3,268 cr) — i.e., the market pays roughly par for backlog

before margin

Implied FY27 expectation At ~36x trailing, the price embeds PAT roughly doubling again — plausible only if the CLW
order executes near-fully within its window at Q4-like margins

Peer context HBL ~26.6x trailing on a far larger, net-cash, diversified base; Concord ~11x sales on an
emerging story — Kernex carries the highest execution premium per rupee of profit

Two honest observations. First, the market has already paid for FY27: the gap between a 36x and a
market-typical mid-teens industrial multiple is the execution premium, and it evaporates on any
CLW-style deadline stumble — January showed a 16% single-day repricing on exactly that. Second, the
April pattern — X150 crore of fresh orders producing a muted stock reaction — indicates incremental
small/mid-size awards are now priced as routine; the catalysts that move the stock from here are
quarterly delivery numbers, the FY27 mega-tender cycle, a credit-rating action, or capital-raise
announcements. Shareholding context: promoters ~28.8%, no dividend history despite profits, and a
register still light on institutions — float dynamics amplify both directions.
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Risk Register and Monitorables

[ ey o

Execution vs the HIGH 3,024 CLW sets due ~Jan 2027 + BLW/PLW parallel deliveries. Nameplate
12-month clock capacity suffices only at sustained utilisation. January 2026 proved cancellation

is a live remedy, not a theoretical one.

Working-capital HIGH 268 debtor days x scaling revenue - large funding need on a BBB— rating;
financing interest already spiked 8.8x. Watch for equity raise, rating action, or improved

contract payment terms.

Customer concentration HIGH CLW + BLW = X2,500 cr of the book; Indian Railways system >95% of revenue.
Two procurement offices control the growth path.

Competitive price MEDIUM Vendor pool 3 - 5+ - targeted 20+; L1 tendering on standardised kits erodes

compression realisations over FY27-28.

Quarterly volatility / MEDIUM 59% of FY26 revenue in Q4; any soft quarter vs a 36x multiple invites violent

expectation gap de-rating (precedent: —16% and —14% single days within FY26).

Technology migration MEDIUM v4.0 - LTE-based / moving-block evolution requires continuous R&D; BHEL JV

mitigates but adds JV-execution complexity.

Supplier / component MEDIUM Outsourced sub-assemblies (e.g., Bondada) under SIL-4 traceability;

dependence RF/electronic component imports expose to supply and FX friction.

Programme/political LOW-MED Kavach enjoys cross-party safety consensus and tripled safety budgets; risk is

timing sanction-to-award lag between ordering waves, not cancellation of the
programme.

Governance / float LOW-MED Promoter holding ~28.8%; thin institutional ownership; no dividend. Not a red

flag per se, but limits shock absorbers.

The FY27 monitorables checklist

Monthly/quarterly delivery run-rate against the Jan-2027 CLW deadline — implied requirement of
~250-300 sets/month across all contracts; Q1/Q2 FY27 revenue prints are the early tell.

Working-capital disclosures in the FY26 annual report: receivables ageing, borrowings, advances
received on the CLW contract, and any capital-raise enabling resolutions at the AGM.

Credit rating review post-FY26 audited results — an upgrade from BBB— would cut financing drag
and signal lender confidence.

Next tender cycle: further CLW/BLWY/ICF loco tranches, Southern Railway's 548 rkm package
flow-through to onboard orders, and v3.2-4.0 upgrade tenders beyond Bidar-Parli.

JV traction: first revenue/orders under the BHEL moving-block JV; VRRC JV order execution.

Diversification proof points: conversion of the Jindal Steel LOI and any further industrial-yard or
export (Egypt-style) wins.
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Outlook, Sources and Disclosures

FY27 outlook: the year the multiple gets audited

The setup is unusually binary for a listed industrial. If Kernex delivers the CLW 3,024-set order broadly on
schedule, FY27 revenue plausibly lands in the X900-1,200 crore range (backlog burn alone), with
Q4-FY26-style margins implying PAT well above X150 crore — in which case the current ~%3,200 crore
market cap will look cheap in hindsight and the rating/financing constraints relax naturally. If deliveries
slip materially, the January 2026 precedent (rejection of extension, cancellation, 16% single-day fall) is
the template for what follows, compounded by liquidated damages and a working-capital position built
for growth. There is limited middle ground, which is why this note has emphasised throughput arithmetic
over thematic enthusiasm. For investors who want the Kavach theme with execution diversification,
pairing exposure across the vendor set (the scale player, the pure play, the emerging entrant) remains
the more robust construction than concentration in any single name.

Strengths / concerns balance sheet

Co-developer heritage & RDSO 4.0 approval — 25 years of = Single-customer system; two production units dominate
collision-avoidance IP the book

~30% unit share of FY26 loco awards; ~4.9x book/revenue 12-month clauses with proven cancellation enforcement

coverage

Q4 FY26 demonstrated volume economics: 26.8% PAT Debt-funded working capital; 268 debtor days; BBB—
margin, 38% ROE rating

BHEL moving-block JV + VRRC turnkey JV extend the Valuation (~36x trailing) prices flawless FY27 execution
roadmap

First non-IR order (Jindal) and export heritage (Egypt) as 59% of revenue in one quarter — structural print volatility

diversification seeds

Sources & methodology

Compiled 12 June 2026 from: company exchange filings and board-meeting outcomes (BSE/NSE,
including 12 Feb 2026 Q3 outcome and 29 May 2026 FY26 results outcome), Kernex corporate website
and annual-report history, Ministry of Railways / PIB releases (Jan-Apr 2026), CARE Ratings (Nov 2025),
WIPO case documentation on the ACD programme, and financial media (Business Standard, Trade
Brains, ScanX, MarketsMojo, Groww, Screener, Trendlyne, stockanalysis.com). Where sources conflicted
(order-book basis, price prints, P/E), both figures are shown with dates. Approximate figures (~) reflect
rounding or ranges across sources. All prices and valuation ratios move continuously and MUST be
re-verified against live quotes before use.

DISCLAIMER: This document has been prepared by Stratinv Research (Stratinv FZE) for information purposes only. It is
not investment advice, research within the meaning of any securities regulation, or an offer or solicitation to buy or sell
any security. Information is drawn from public sources believed reliable but is not guaranteed for accuracy or
completeness. Forward-looking statements involve substantial uncertainty. Small-cap equities such as the subject
company involve high risk, including illiquidity and loss of principal. Readers should consult a SEBI-registered investment
adviser before acting on any information herein. Stratinv FZE, its principals or affiliates may hold positions in securities
mentioned. © 2026 Stratinv FZE, Ras Al Khaimah, UAE. All rights reserved.
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