Kusumgar Ltd.

IPO Note
Company Overview

Kusumgar Limited manufactures woven, coated and laminated synthetic engineered fabrics, special-
izing in high-performance textile solutions based on polyamide and polyester filaments and polyure-
thane chemistry, engineered for high tensile and tear strength, abrasion resistance, air permeability
and waterproofing. Leveraging strong process expertise, the company has built a portfolio of over
1,000 SKUs across aerospace and defence, industrial and automotive, and outdoor and lifestyle ap-
plications, and has also expanded into value-added finished solutions for aerospace and military use,
including parachute systems, stealth solutions and rapid deployment systems. The company oper-
ates in the technically intensive engineered fabrics industry, where precision manufacturing, product
innovation and application-specific expertise create significant entry barriers. Its business model cen-
ters on high-technology applications, supported by close customer collaboration and strategic part-
nerships, positioning it to benefit from supply chain diversification, rising exports and defence in-
digenisation. Operations span four segments. Aerospace and Defence Fabrics develops mission-
critical fabrics for parachutes, aerial systems, tactical clothing and stealth systems for Indian and
international customers. Aerospace and Defence Solutions extends into integrated end-products
such as parachute systems, camouflage nets, decoys and shelters, along with maintenance and re-
pair services. Industrial and Automotive Fabrics covers specialized fabrics for tapes, mechanical rub-
ber goods and inflatable structures. Outdoor and Lifestyle Fabrics supplies technical fabrics for ac-
tivewear, winter wear, rainwear, backpacks and tents, with several global brands nominating the
company as an approved supplier.

Objects of the issue
The IPO consists entirely of an Offer for Sale of up to Rs. 650 crores by the Promoter Selling Share-
holders, with no fresh issue component.

Investment Rationale

High Entry Barriers Underpin Sustainable Competitive Advantage

The company operates in niche engineered fabric markets characterized by high entry barriers,
which have enabled it to establish a strong competitive position over several decades. Since its in-
ception in 1970, the company has developed more than 1,000 unique engineered fabric configura-
tions, supported by deep technical expertise, specialized manufacturing capabilities and long-
standing customer relationships. The foremost competitive advantage lies in its technical know-how
and manufacturing expertise, which are built around complex fabric engineering, lightweight fine-
denier fabrics, the ability to process both Nylon 6 and Nylon 66, advanced coating and lamination
technologies, and an integrated manufacturing value chain. These capabilities are difficult to repli-
cate and require significant time, investment and process knowledge, creating a substantial techno-
logical moat. Another key entry barrier is the long product qualification and approval cycle across its
end markets. In defence applications, product development and customer qualification can typically
span two to ten years, involving close collaboration with customers to develop highly customized
solutions. Similarly, products supplied to industrial and automotive customers undergo extensive
validation and qualification processes, resulting in sticky customer relationships and high switching
costs once approvals are secured. The company's ability to design and manufacture application-
specific, customized solutions further strengthens customer retention. Products are developed ac-
cording to precise customer specifications, making replacement by alternative suppliers challenging
due to the complexity of redesigning and requalifying products. This is particularly relevant in mission
-critical applications where product performance is integral to customer operations.

Advance Technical Capabilities Driving High-Value Product Development

The company has established strong technical expertise in synthetic engineered fabrics, enabling it
to develop high-performance, application-specific textile solutions for customers across aerospace
and defence, industrial, and outdoor segments. Its core competencies span fine denier fabric manu-
facturing, processing of Nylon 6 and Nylon 66, complex fabric engineering, advanced coating and
lamination technologies, and a fully integrated manufacturing value chain. The company's ability to
manufacture lightweight fabrics using fine denier yarns, combined with expertise in polyurethane
chemistry and specialized polymers such as TPU, silicone, and PTFE, allows it to produce fabrics
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with superior durability, functionality, and performance characteristics. Furthermore, its end-to-end
integration from yarn selection and weaving to coating, lamination, and finished product fabrication
ensures stringent quality control, traceability, cost optimization, and reduced dependence on external
suppliers. These technical capabilities have enabled the company to develop differentiated and high-
value products, including ultra-lightweight parachute fabrics (0.75 ounces per square yard), infrared
reflective fabrics, extreme cold weather clothing fabrics, and multi-spectral camouflage systems, cre-
ating a strong competitive advantage in niche, technology-intensive markets with high entry barriers.

Valuation

Kusumgar Limited operates in the niche engineered fabrics and technical textiles industry, with grow-
ing exposure to high-growth aerospace and defence, industrial and outdoor textile applications. As
one of India's established players in this space, backed by an integrated manufacturing platform with
facilities across Gujarat and Uttar Pradesh, high entry barriers, long customer qualification cycles and
established relationships with marquee customers, the company is well positioned to capitalize on
structural tailwinds including defence indigenisation, rising global defence spending, supply chain
diversification and increasing demand for high-performance industrial textiles. lts technical capabili-
ties and long-standing customer relationships enhance earnings visibility and provide strong competi-
tive advantages, supporting sustained profitability even through periods of order-driven revenue vola-
tility. Financially, the company's revenue from operations grew from Rs. 468 crores in FY24 to Rs.
779 crores in FY25, before moderating to Rs. 692 crores in FY26, reflecting the project-based nature
of certain defence and industrial orders; even so, revenue compounded at a 21.61% CAGR over
FY24-FY26. EBITDA grew at a 19.36% CAGR to Rs. 188 crores in FY26, with the EBITDA margin
expanding to 27.15% in FY26 from 24.18% in FY25, reflecting an improving product mix and opera-
tional efficiencies that helped offset the topline moderation. PAT stood at Rs. 98 crores in FY26, re-
cording a 7.9% CAGR over the same period, underpinned by a robust PAT margin of approximately
14.2% and healthy earnings per share of Rs. 9.68, highlighting the company's ability to sustain profit-
ability despite higher employee costs, depreciation and finance expenses arising from business ex-
pansion. Looking ahead, higher capacity utilization, continued penetration into aerospace and de-
fence applications, growing export demand and sustained operating leverage are expected to drive
earnings growth. At the upper price band of Rs. 419, Kusumgar Ltd. is valued at a P/E multiple
of 45.0x based on FY26 earnings. Given the company’s historical growth track record, ex-
panding margins, scalable business model and industry growth potential, we believe the valu-
ation is justified. Thus, we recommend a “SUBSCRIBE” rating for this issue with a medium to
long-term investment horizon.

Key Risks:

= The company's revenue remains concentrated in a few key business segments, with Aerospace
and Defence Fabrics, Industrial and Automotive Fabrics and Aerospace and Defence Solutions
contributing approximately 32%, 24% and 23% of FY26 revenue, respectively. While these seg-
ments operate in structurally attractive markets, any slowdown in demand, delays in defence
procurement, or weakness in industrial and automotive spending could adversely impact the
company's revenue growth and profitability.

= The company has a relatively concentrated customer base, with its largest customer contributing
11.1% of FY26 revenue, while the top 10 customers accounted for nearly 60% of total revenue.
Although these long-standing relationships provide revenue visibility, the loss of a key customer,
lower order volumes, or changes in procurement strategies could materially affect the company's
financial performance.
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Income Statement (Rs. in Crores)

Particulars

INCOME

Revenue from operations 468 779 692
Other income 7 11 20
Total income 475 790 712
EXPENSES 0 0 0
Cost of materials consumed 200 371 308
Changes in inventories of finished goods and semi-finished goods -23 (11) (52)
Cost of service - - 8
Employee benefits expense 41 66 88
Finance costs 6 15 26
Depreciation and amortization expense 17 34 47
Other expenses 118 165 151
Total expenses 359 639 577
Profit before tax 115 151 135
Income tax expense 0 0 0
Current tax 29 41 36
Short provision for tax relating to prior years 0 0 0
Deferred tax expense/(credit) 2 (2) 1
Total income tax expense 31 39 37
Profit for the year 84 112 98
Basic EPS 8.32 11.03 9.68
Diluted EPS 8.32 10.81 9.31

Source: RHP, BP Equities Research

Cash Flow Statement (Rs. in Crores)

Particulars FY24 FY25 FY26
Cash Flow from operating activities 201 -155 28
Cash flow from/(used in) investing activities -200 2 -103
Net cash flows (used in) / from financing activities 21 151 70
Net increase/(decrease) in cash and cash equivalents 23 -2 -5
Cash and cash equivalents at the beginning of the period 10 33 30
Cash and cash equivalents at the end of the period 33 30 27

Source: RHP, BP Equities Research
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Balance Sheet (Rs. in Crores)
Particulars FY24

ASSETS

Non-current assets
Property, plant and equipment
Right-of-use assets

Capital work in progress
Other intangible assets
Financial assets:
Investments

Other financial assets
Non-current tax assets (net)
Deferred tax assets (net)
Other non-current assets
Total non-current assets

Current assets
Inventories

Financial assets
Trade receivables
Cash and cash equivalents
Other bank balances
Loans

Other financial assets
Other current assets
Total current assets
TOTAL ASSETS

EQUITY AND LIABILITIES
EQUITY

Equity share capital

Other equity

Total equity

LIABILITIES

Non-current liabilities
Financial liabilities:
Borrowings

Lease liabilities

Deferred tax liabilities (net)
Employee benefit obligations
Total non-current liabilities

Current liabilities
Financial liabilities
Borrowings

Lease liabilities
Trade payables:

Total outstanding dues of micro and small enterprises
Total outstanding dues other than above micro and small enterprises

Other financial liabilities
Employee benefit obligations
Other current liabilities
Current tax liabilities (net)
Total current liabilities
Total liabilities

TOTAL EQUITY AND LIABILITIES

137

144
42

33
111

30
362
585

138
140

35
37

77

42

51
134

131
367

444
585

172
61
45

w o

20
321

137

56
30
11
16
24
38
311
632

10
248
258

76
48

128

171

42
10

10
247

375
632

236
71
26

15
20

372

195

233
27
21

19
38
533
905

12
491
503

85
57

147

138

64
12

15
16
255
402
905

Source: RHP, BP Equities Research
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Disclaimer Appendix
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Analyst (s) Certification:

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of 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. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own
investigations.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
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