


CMP:  Rs. 254

Market Cap:  2400Cr

Analyst Take:  HOLD

Date: 06/02/2023

By:  Aryaman Agarwal, Kavya Sharma, Tamarish Talukdar, Yuvaraj Mandal



INDEX

1. Company Overview 
2. Business Model
3. Story
4. Shareholding Pattern and Analysis
5. Management and Leadership
6. Subsidiary Holdings
7. Qualitative Analysis
8. Quantitative Analysis
9. Valuation 

10. Summary of Investment Thesis 



Company Overview
Astra Microwave Products Limited (AMPL) was incorporated in 1991 by a team of distinguished scientists with 
experience in RF/Microwave/Digital electronics and management of projects with high technology content. Three 
highly motivated promoters had back then sensed a need for a sound, technically powerful private company that can 
design, develop and produce highly end RF and Microwave subsystems and systems for strategic applications.

Starting operations from what is now called Unit I, the Company has grown substantially in its 30+ years of existence 
to achieve a turnover of approx. INR 746+ crores with continuous investment in infrastructure, captive test facilities 
and other resources.

Astra Microwave designs, develops and manufactures sub-systems for RF and microwave systems used in defense, 
space, meteorology and telecommunication.

AMPL is targeting to move up the value chain using partnerships and helped by the Make in India policy of the 
Government of India. It aims to be at the forefront of the wireless communication revolution through research and 
development, investing in technologies that can lead to leadership and employing the finest talent to reach the top 
through excellence.



Capabilities



Business Model

AMPL’s segments include sale of products (97% of total revenue) and sale of services (less than 1% of total 
revenue) under contracts made by customers and other operating revenue (a little more than 2% of total 
revenue).  

Being a company with a strong R&D background, AMPL has undertaken production of equipment from R&D 
labs to reduce the production lead times. Astra today has an array of assembly and test facilities. Starting with a 
diverse range of microwave products like filters, transmitters, receivers, antennas etc., the achievement in 
producing actual space-borne hardware that has flown on Indian satellites was a dream come true for the 
promoters and for the company and an endeavor to be proud of for the entire AMPL team.

AMPL’s geographical segments include India (53% of total revenue) and Overseas (47% of total revenue). Astra 
is expecting to increase its domestic sales and increase profitability. 



Business Model
Astra Microwave has designed, developed and produced critical sub-systems for its customers for building 
various airborne, naval and ground based systems:

Defense 
Radar electronics, electronic warfare, Strategic Electronics and Telemetry

Space 
Ground based and flight model 

Meteorology

Homeland Security 
Perimeter Intrusion and Detection Radar

Systems
Multi-Function Radar Systems, Instrumentation Radar & Telemetry Systems, Perimeter Intrusion       Detection 
Radar, Meteorology Radar Systems and Air Traffic Management Radar Systems



Mode of Operation



Clientele



Subsidiary Holdings
Bhavyabhanu Electronics Pvt. Limited (BEL)

● BEPL is a fully owned subsidiary of AMPL.

● BEPL has been established with state-of-the-art manufacturing & test facilities to meet global 
standards. This combined with experienced man power & stabilized processes ensure that the needs 
of various industry segments can be met easily.

● BEPL is a dependable player with excellent technological capabilities and a long-term commitment 
to the defense, aerospace, medical and industrial electronics industry.

● Its products are known for ruggedness and reliability and conform to the latest quality standards. 

● BEPL can handle low/medium volume as well as high volume production of products.



Subsidiary Holdings

Aelius Semiconductors Pte. Ltd. 

● Aelius Semiconductors Pte Ltd is a fabless MMIC (Monolithic microwave integrated circuit) 
design house, based in Singapore.

● It develops Gas and GaN MMIC products based on a robust and reliable design philosophy. These 
designs are fabricated at leading foundries across the world.

● The products are tested and packaged as per customer's requirement utilizing state-of-the-art 
facilities. 

● Aelius's unique and wide range of MMIC products are focused primarily on the Defense and Space 
industries,.



Joint Venture

Astra Rafael Comsys Private Ltd.

● Astra Microwave Products Ltd. (AMPL) and M/s RAFAEL ADVANCED DEFENSE SYSTEMS LTD., Israel 
(RAFAEL) have come together to form a Joint Venture Company called Astra Rafael Comsys Private Ltd. 
(ARC). 

● ARC is the parties mutually exclusive vehicle in India and focuses on indigenous technology and “Make in 
India” programs. ARC engages in carrying out production, integration, customization, marketing, sale, life 
cycle support and additional activities as required in the fields of Tactical Radio Communication systems, 
Electronic Warfare Systems and Signal Intelligence Systems.



Story
1991 - Started off by building products for setting up telecom base stations

1993 - Received the first opportunity to build products for DRDO

1995 - Company went public 

1997 - First R&D deliveries to Defense for a Surface to Air Missile program of the DRDO

2000 - Started working in the complex field of EW. 

2003 - Took up challenging work for components and sub-systems for Satellite Application after invitation 

from ISRO for the Indian Private Industry to enter into the Space business 

2005 - Decided to have a fabless design team in-house to design and develop MMICs for getting advantages 

of cost, design flexibility to help miniaturize modules and the ability to control production requirements

2007 - The process of audits and vendor capability mapping started owing to the offset rule introduced by 

DPP 2006; Many foreign OEM’s showed interest to work with Astra for discharging their offset requirements

2018 -  Developed its latest facility in Bengaluru



Shareholding Pattern and Analysis

https://trendlyne.com/equity/share-holding/123/ASTRAMICRO/latest/astra-microwave-products-ltd/



Shareholding Pattern and Analysis

● The FII holding has increased by 1.02% over the last 11 quarters

● Meanwhile, the DII holding has reduced by 9.12% over the same period

● Annual Dividend Yield is 0.54%.

● A few promoters have changed their shareholdings to ‘public category’, hence reducing the promoter 
holdings in last few months.

 



Management

Dr. Avinash Chander (Chairman & Independent Director)

● Former Secretary, Defence R&D and Director General, DRDO
● A pioneer in Strapdown Inertial navigation & Guidance.
● Contributed in the development of several critical technologies in the field of radars, 

simulation, propulsion, control and System engineering.
● Tenure - 5 years, Compensation - 1.65 m rupees
● Ownership - Nil

Mr. S.Gurunatha Reddy (Managing Director)

● Chartered Accountant.
● Over 33 years of experience in accounting, finance, taxation, secretarial etc.
● Tenure- 9.75 years, Compensation - 11.77 m rupees



Management
Mr. M.Venkateshwar Reddy (Joint Managing Director)

● B.E. (Electronics), MBA
● Executive Director since April 29, 2013.
● Former Deputy Manager at ICOMM Tele Ltd.
● Tenure - 9.75 years, Compensation - 11.66 m rupees
● Ownership - 0.062 %

Mr. Atim Kabra (Non-executive Director)

● Economics (Honors) from Delhi University and a Masters in Management Studies from 
NMIMS 

● Director at Frontline Strategy Limited and Prestellar Ventures
● Strong network of relationships across FIIs, VC or PE funds
● Ownership - 3.87 % , Tenure - 3.58yrs
● Compensation - 1.65m rupees



Management

Mrs. Kiran Dhingra (Independent Director)

● Stood first in the combined merit list for IFS/IAS
● 38 years of experience in governance
● Director or Chairman on the Board of several PSUs
● Tenure- 3.58yrs, Compensation - ₹1.65m
● Ownership - Nil

Mr. PA Chitrakar (Non executive Director)

● Earlier served as the Chief Operating officer and an Executive Director
● Ownership- 3.74 %, Tenure- 1.17yrs, 
● M.Sc. in Physics from Mysore University and an MTech (Advanced Electronics) from 

JNTU, Hyderabad.

●



Management
Average Tenure- 4.3yrs    |       Average Age- 66 years



Management



Management

All directors were regular present in the board meetings. 



The Way Forward
● The company aims to achieve 70% - Domestic and 30% - Export Revenue distribution over next 2-3 

years. Domestic business on an average carries 40 to 45% of gross margin as against 8 to 10% gross 
margin in exports.

● They are currently bidding for the whole system -the complete radar system procurement- for both 
DRDO and future MoD requirements. 

● Exploring the areas in the anti- drone, EW, satellites, SDRs and electro-optics through JVs

● The company will continue to look at organic and in organic options to stabilize top line performance 
as present business is project driven and hence lumpy in nature





Qualitative Analysis



Industry Analysis
Although the COVID-19 pandemic affected the Indian economy, its impact was not felt on the country's 
defense spending. 

The geopolitical conflicts between India and its neighboring nations and the threat of terrorism have forced the 
country further to reinforce its perimeter security and naval and airborne capabilities. The country has 
constantly been increasing its defense expenditure over the years.

The allocation to defence Budget to Rs 5.94 lakh crore for 2023-24 from last year's (2022-23) allocation of Rs 
5.25 lakh crore. It was also announced in the fiscal budget 2023 that 68% of capital procurement budget in 
defence to be earmarked for domestic companies, and private companies to be encouraged to take up the design 
and development of military platforms/equipment in collaboration with DRDO and other organisations.

Some of the main players in the defence industry are HAL and BEL.





Porter’s Five Forces

Threat of New Entrants04       Low

Competitive Rivalry03         Low to
      Medium

Bargaining Power 
of Buyers02        High

Threat from Substitutes05      Low to 
    Medium

● Companies themselves have started selling online
● Companies like Apple contribute to majorly to 

Redington’s revenues and thus have high bargaining 
power

● There are existing companies in place that compete in defence production
● Some PSUs can become a direct competition if they 

begin production which they don’t do as of now because of efficiency reasons..
● Industry moving more towards privatisation

● Almost all the orders which they receive are from govt or 
custom orders 

● Competition in production of RF products high so many 
alternatives

● Trying to reduce to exports so becoming more dependent on 
Govt. Exports are tariff based, which is again controlled by the govt.

● There are no substitutes to defense products they sell
● If a new technology does come up it’ll take time displace the existing one.
● Astra has the capability to adapt to new technology.

Bargaining Power of 
Suppliers01

● Suppliers who provide the latest technology or unique inputs required for 
RF products can exercise a higher bargaining power

● They have in house technology to manufacture their products which 
eliminates the need for suppliers to an extent.

● Backward integration 

Medium

● Investment heavy & capital intensive business
● Trust based industry comes to govt placing orders so new entrants will face 

a lot of competition
● Offset rule - new players might come up (especially existing large 

companies)



SWOT ANALYSIS

The extensive and continued 
government focus on ‘Make in 
India’, especially in the defence 
sector, augurs well

The group also benefit from 
announcements in the Union 
Budget for fiscal 2023 such as 68% 
of capital procurement budget in 
defence to be earmarked for 
domestic companies

Focus on private companies to take 
up the design and development of 
military platforms/equipment in 
collaboration with Defence 
Research and Development 
Organisation (DRDO) and other 
organisations.

OPPORTUNITIES

Lorem ipsum dolor sit amet 
adipiscing. Donec risus dolor, 
porta venenatis neque pharetra 
luctus felis vel tellus nec felis.

THREATS

The business depends on 
success in bidding for tenders 
invited by defence PSUs and 
research establishments.

Establishments such as the 
DRDO invite tenders from 
qualified vendors for their R&D 
requirement and commence 
bulk production on successful 
completion of product 
development.

Long gestation period for 
projects: Long-term revenue 
visibility is primarily driven by 
the success of R&D projects at 
DRDO and the subsequent mass 
production of products.

WEAKNESSES

Large working capital 
requirement

Has to maintain sizeable 
inventory to cater to all 
segments.

There has been uncertainty 
about the promoters of the 
company. Some 
re-classifications and selling 
have also reduced promoter 
holdings.

The profitability is negative 
because of higher export mix. 
The export orders are 
built-to-print with very small 
margins. Margins are better in 
domestic business.

STRENGTHS

Established market position, 
supported by strong in-house 
capability in the microwave RF 
applications domain

Healthy customer relationships 
and growth prospects for the 
sector

Expanding business portfolio 
by providing microwave 
applications in the space and 
civil teleco segments.

Has been taking steps to move 
up the value chain from the 
sub-systems vendor to a system 
vendor.

Healthy order pipeline offering 
sound revenue visibility.



Risks and Concerns

The Company’s main source of revenues lies in Defence market. Most of these projects are initiated, 
designed and developed by DRDO labs and driven by Govt., policies and priorities. Although technically 
they can project and complete the product development on the timelines indicated, conversion of that to a 
recognizable quantum of orders lies mainly on the Government decisions. 

This results in an uneven and skewed pattern of sales for the Company, which is beyond their control. 
Defence export business is driven by offset provisions of Govt. of India which is project based and hence 
generally lumpy in nature and is controlled by export regulations where time delays could happen in 
granting necessary permissions. This export business is also high precision and skilled job involving 
specialized inputs from across the globe which has a bearing on timely execution and uniform billing.



Quantitative Analysis



Profit and Loss Statement Analysis  

● The sale of products had gone down during 2015-2018. However, with further innovations of the company, it recorded a 
positive trend in 2019-22. 

● The sale of services has recorded a healthy upward trend with occasional dips. 

● The main operational revenue comes from sale of tangible products, which implies proportional cost of materials. The 
sale of services is negligible in comparison to sale of tangible products.

● The company utilizes the export incentives of the government, which varies year-on-year basis.



Profit and Loss Statement Analysis  

● The Cost of Materials consumed has been directly proportional to the sales of products in the year. Only exception was 
2020-21, where the cost of supply went up significantly due to Covid-19.

● The Employee Benefit Expense is rising due to the workforce expansion of the company.

● Since the industry is asset heavy and the company has opened new facilities, depreciation and amortization went up 
and remained within 2000-3000 range.

● Financial Costs come from the working capital credit it avails from bank and some long-term debt. However, the 
company has regularly paid the interest expense on such loans.

● The company has recorded healthy profits in the last 10 years apart from 2018-19 where it attributes it to market 
conditions and 2020-21 when the cost of materials consumed went up.



Profit and Loss Statement Analysis  

● The Net Profit has gone down in the last five years. Although the revenues have shown good 
recovery, the expenses have gone up significantly.

● The EPS has gone down in the last 5 years, partly due to an increase in the expenses and equity 
shares issued in 2015-16.



Balance Sheet Analysis

● Can notice a gradual decrease in Net PPE: company sold fixed assets (buildings, power generating 
systems, plant & machinery)

● CWIP increased dramatically in 2020, due to increase in prices of raw materials due to COVID, can also 
notice a complete reduction in 2021 due to market stagnation, prices reduced 

● Increase in Intangible Assets in 2022: company bought computer softwares and capitalised development 
costs 

● Trade receivable is a high proportion of sales as the company deals with the government, 
clear by their generally higher receivable days ratio



Balance Sheet Analysis

● Increase in NCA in 2020 due to capital advances and deposits with government departments but mainly 
due to increase in CWIP

● Gradual increase in inventories over the years due to stocking up of raw materials, increase in CWIP 
and sales reversals

● Parallel increase in cash & cash equivalents with increase in sales revenue
● Increase in other current assets over the years due to an increase in balance with government 

authorities and advances to suppliers



Balance Sheet Analysis

● Repayment of HDFC loan repayable in 12 quarterly instalments (dated 2017) in 2020 brought down 
long-term debt to 0

● Have taken a term loan from Axis bank in 2022 which is repayable in 8 quarterly instalments to fund 
equipment/machinery



Balance Sheet Analysis

● Working capital loans taken in 2021 from HDFC and Axis Bank 
● Repayment of parts of HDFC loan from 2021 and repayment of Axis Bank loan (2020) entirely
● Took advances from customers in 2020 which increased the contract liabilities
● Can notice an increase in Liabilities ever since Covid, as loans and advances were critical 

for the company in the tough times



Cash Flow Statement Analysis

● Net income has risen at a CAGR 8.9% of except the COVID years which saw a dip across the industry.
● Astra Microwave has multiple JVs and subsidiaries which are profitable in the recent years.
● Operating working capital has increased in most years due to increase in trade receivables.
● The cash flow from operating activities have been negative for a couple of years, due to increased investment in 

Operation Working Capital (OWC).



Cash Flow Statement Analysis

● CF from Investing activities has fairly remained negative due to large CAPEX on PPE

● There has been healthy capital expenditure over the years in terms of new research and manufacturing 
facilities in 2012 and 2019

● Astra has been quite aggressive with regards to purchase and sale of current investments (mutual 
funds) in the last five years.



Cash Flow Statement Analysis

● In recent years, Astra has relied more on short-term borrowings instead of long-term borrowings. It also issued 
non-convertible debentures in 2015-16.

● Payment of interest and retirement of debt (both long-term and short-term) have been done regularly and as per the 
due dates.

● Since Astra has relied more short-term borrowings, the repayments have also gone up significantly in the last 3 
years.



Ratio Analysis

● Decrease in GPM over the years due to increase in COGS with the increase in business 
● OPM has decreased in 2019 due to increase in Employee Benefit Expense and Financial Costs
● ROCE in 2019 fell due to low EBIT
● The ROCE is lower than its competitors (~20-25%)
● ROE in 2019 fell to negative due to relatively poor revenue earnings (net profit was negative)



Ratio Analysis

● P/B has been increasing post-Covid which portrays investor interest because the market value is 
higher than the book value of the company

● Fairly higher P/E than the industry average of 14.9 over last 3 years and current sector P/E of 18.8
● FY2019 and FY2021 showed degrowth, which further pulled the PEG Ratio down to negative 

(earnings growth estimate that point to a company losing money)
● Fairly constant P/S ratio, depicting a uniform willingness to pay per unit of sales of the buyer
● EV/EBITDA has increased over the years due to a fall in earnings, still a fairly lower ratio 

than its primary competitors 



Ratio Analysis

● Shown a current ratio that was greater than 1; healthy sign 
● Quick ratio was also greater than 1; another healthy sign showing liquid assets greater than current 

liabilities, however still decreasing in last few years due to increase in short-term loans
● Interest Coverage Ratio greater than 1; sign of company not being over-leveraged and can cover their 

interest expense without having taken any new debt
● D/E constantly less than 1; showing strong signs of company covering its liabilities



Ratio Analysis

● Volatile payable days and Receivable days; mainly because they are a B2G company
● Inventory Turnover Ratio of less than 1; showing signs of inefficient sales and inventory stocking 

up. Could be constant due to contractual selling, amounts sold are mostly inflexible and 
pre-decided



Valuation-DCF



WACC Calculation



Table of Assumptions



FCF Calculations



FCF Calculations



Investment Thesis
We give this stock a HOLD rating owing to the following reasons

● The company has a large and diversified order book
● India’s extensive modernisation plans and increased focus on defense along with Make in India are 

expected to drive healthy growth in the sector
● Industry moving towards private players and Astra seems to be able to capture the growth.
● Strong and experienced management from the industry itself
● Established market position in the microwave RF applications domain and further expansion into the 

upcoming electronic warfare category

● The stock price is overvalued at Rs. 254 as compared to the fair valuation of Rs. 77
● The stock price has recently risen a lot (used to trade ~Rs.80 in 2018-19)
● The Defense industry is highly regulated and the company is largely dependent on government orders
● The trade receivables  and inventories are high as a percentage of sales (~35%) and COGS (70%) 

respectively due to the contractual nature of the business


