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Companion to the Solar Industries India investment report (67/100, Selective Positive). This piece grades the business against the
five-pillar engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 20,080 (NSE close, October 16, 2026). Two pass, three partial.

Grades at a glance

Sunrise (defence indigenisation, mining demand) PASS
Leadership PASS
Moat PARTIAL
Iron Fortress (balance sheet) PARTIAL
Free Cash Flow PARTIAL

Overall fit verdict: two pass, three partial. Solar clears the bar on sunrise and leadership, while the moat
is real but permissioned, and the fortress and free cash flow pillars have both been spent on growth and
the Omnia acquisition in the same year. Full investment report score: 67/100, Selective Positive.
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Pillar 1: Sunrise, PASS
GRADE: PASS

The pillar tests the direction of demand, and Solar sits at the intersection of three structural currents, each
independently verified. First, Indian defence indigenisation: the state has moved private industry from
prohibition to policy preference, Solar's defence revenue grew 123% in Q1 FY27 to Rs 933 cr, defence is
about 27% of revenue with market commentary expecting roughly 40% by FY30, and the order book
stands at Rs 21,350 cr, about 2.2 times FY26 revenue. Sunrise backed by a contracted order book is the
strongest form of this pillar. Second, mining and infrastructure explosives demand compounds with Indian
coal, metal mining and construction volumes, and with mining growth across Africa, where Solar already
operates and where Omnia's BME platform is a leader. Third, ammunition and energetics exports: India is
a net importer becoming an exporter, and Solar's international explosives revenue (about 39% of FY26)
grew 65% in Q1 FY27.

The caveat belongs inside the pass, stated plainly: sunrise in defence is policy-paced. Ordering,
acceptance and payment run on sovereign timelines, and a change in procurement tempo slows the whole
chain. But the pillar grades the industry's direction, and on direction, contracted demand and policy both
point the same way. PASS.
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Pillar 2: Leadership, PASS
GRADE: PASS

The leadership record is the strongest single element of this company. Satyanarayan Nuwal built Solar
from an explosives trading desk in Nagpur in 1995 into India's dominant explosives maker and its first
full-chain private defence energetics company, against a policy environment that initially assumed private
defence production should not exist. The engine's test is whether leaders do what they said. The defence
pivot was declared early, then delivered in sequence: first private defence explosives licence, first
ammunition licence in 2015, the first private ammunition order in Indian history (multi-mode hand
grenades, about Rs 450 cr), BrahMos boosters, Akash and Pinaka propellants, rocket integration, and a
Rs 21,350 cr order book by Q1 FY27. The FY27 revenue guide of about Rs 14,000 cr was set publicly and
the first quarter ran ahead of the required pace. The state has ratified the record with a Padma Shri for the
founder. Succession is not an open question: Manish Nuwal, the founder's son, is Managing Director and
CEO and is the public face of strategy. Promoters hold 73.15%, unchanged for years.

Two deductions are recorded, and they are the reason this pass is not unqualified praise. The December
2023 Chakdoh explosion, in which nine workmen died in a cast booster building, sits on this leadership's
safety ledger in an industry where process safety is the licence to operate, and a second fatal explosion
followed at the Nagpur complex in September 2025, killing one worker and injuring eight (Reuters). Two
fatal incidents in under two years is the heaviest single deduction in this analysis. And the September 2026
Omnia acquisition, about Rs 12,951 cr in cash for a company larger than Solar by revenue, is a leadership
bet of a different order from everything before it: it may extend the record, but it is unproven. The pass
grades the 30-year record. The next grade will grade Omnia. PASS.
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Pillar 3: Moat, PARTIAL
GRADE: PARTIAL

Solar's moat has three real layers. The first is regulatory: explosives manufacture, storage and transport in
India are licence-gated, defence production doubly so, and the licence plus magazine plus
product-qualification stack took Solar roughly fifteen years to assemble from the first defence licence to a
full order book. A funded challenger cannot shortcut that clock. The second layer is operational lock-in:
bulk explosives are supplied through company infrastructure at mine sites, embedded in daily production,
so share is defended by operations rather than by price lists. The third layer is qualification depth in
defence: once a propellant, booster or grenade is qualified into a weapons system (Pinaka, BrahMos,
Akash), the incumbent supplier position is exceptionally sticky.

Why partial, then: because each layer has a named ceiling. Domestically, the mining explosives market is
served by other licensed makers (Premier Explosives, GOCL and regional players) and priced against
ammonium nitrate, so the moat protects share better than it protects price: the FY23 to FY24 revenue
swing on input prices proved the point. Globally, Orica, Enaex and Dyno Nobel hold technology and scale
positions Solar does not yet match; BME narrows the gap only if Omnia completes and integrates. And the
defence moat is shared with the state itself: the same government that grants the licences is the customer,
the price-setter and the payment clock. A moat that is deep at home, contested globally and permissioned
by its largest customer is a genuine but incomplete moat. PARTIAL, with an upgrade if Omnia closes and
BME's technology converts into global share, and a downgrade if defence qualification breadth stops
compounding into order share.
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Pillar 4: Iron Fortress, PARTIAL
GRADE: PARTIAL

Grade this pillar on the trajectory, not the snapshot. The snapshot is respectable: borrowings of about Rs
1,524 cr against net worth of about Rs 6,277 cr at FY26 end, debt to equity of about 0.24, interest cost of
Rs 134 cr against operating profit of Rs 2,717 cr, promoters at 73.15% with only a small pledge (about
1.5% of the promoter holding, Trendlyne, December 2025), and return ratios (ROCE 38.1%) that rebuild
equity quickly; reserves rose from Rs 4,395 cr to Rs 6,259 cr in a single year. Five years ago this pillar was
an easy pass.

The trajectory is why it is not one now. Working capital absorbed the FY26 growth: debtor days of 69,
inventory days of 130 and a cash conversion cycle of 152 days, up from 111, which is the balance sheet
quietly funding defence and export receivables. Then, in September 2026, the company committed about
Rs 12,951 cr in cash, roughly twice its net worth, to acquire Omnia, with completion expected early to mid
FY28. However the funding is structured, the post-deal balance sheet will carry acquisition debt of a scale
this company has never carried, against an asset base spanning 23 countries including a cyclical
agriculture business. ICRA's September 2026 rating note flagging the proposed acquisition is the formal
version of this paragraph. A fortress that has been deliberately mortgaged for a strategic bet is not a
fortress until the bet pays. PARTIAL, with a clear path back to pass (Omnia cash flows deleveraging the
group by FY29) and a clear path to fail (leverage meeting a defence payment slowdown).
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Pillar 5: Free Cash Flow, PARTIAL
GRADE: PARTIAL

The long record passes and the current year does not, and the pillar must hold both facts at once. Free
cash flow on Screener's series was positive every year through FY25, reaching Rs 858 cr in FY24 and Rs
1,466 cr in FY25 on operating cash flow of Rs 2,468 cr: a decade of growth substantially self-funded, with
capex absorbed and the dividend deliberately held to a 6% payout so cash stayed in the compounding.
That history is real and it is why this is not a fail.

FY26 is the break in the series: operating cash flow of Rs 621 cr against PAT of Rs 1,737 cr, cash
conversion of about 47% of EBITDA against 142% the year before, and free cash flow of negative Rs
1,072 cr. The cause is identified, not mysterious: receivables and inventory built with defence and
international growth (conversion cycle 152 days), while the fixed asset base kept expanding (about Rs
4,006 cr of fixed assets, Rs 731 cr of work in progress). Government and export receivables are slow
rather than doubtful, so the cash is delayed, not lost, and Q1 FY27's profit run rate suggests FY27
conversion should recover. But the pillar grades cash, not explanations, and it must also look forward: the
Omnia consideration will consume cash and debt capacity on a scale that dwarfs one year's working
capital swing. PARTIAL, with the monitored metrics named: conversion cycle back below about 120 days,
CFO to PAT back above 0.8 times, and free cash flow positive again in FY27 before the Omnia cash call
lands.
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Summary

e Pillar 1. Sunrise: PASS, defence indigenisation with a Rs 21,350 cr contracted order book, defence
at about 27% of revenue heading toward roughly 40% by FY30 on market commentary, plus
structural mining explosives demand in India and Africa

e Pillar 2. Leadership: PASS, a 30-year delivery record against the engine's test (licences, first private
ammunition order, Pinaka and BrahMos qualification, guidance tracked), planned succession to
Manish Nuwal, with the December 2023 Chakdoh safety disaster and the unproven Omnia bet
recorded as deductions

« Pillar 3. Moat: PARTIAL, licence, site lock-in and qualification depth are real at home, but pricing
power is input-linked, global majors hold the technology high ground, and the largest customer's
permission underwrites the defence moat

e Pillar 4. Iron Fortress: PARTIAL, today's snapshot is sound (debt to equity about 0.24, no promoter
pledging flagged) but the trajectory is a 152-day conversion cycle and a Rs 12,951 cr cash
acquisition, about twice net worth, that ends the debt-light era

e Pillar 5. Free Cash Flow: PARTIAL, positive every year through FY25 (Rs 1,466 cr) and negative in
FY26 (negative Rs 1,072 cr) as working capital funded the growth, with recovery the explicit FY27
test

Two of five pass. The engine's read: the industry's direction and the people running the company are as
good as this framework finds in India, and the three financial pillars have all moved the same way in the
same year, from fortress toward funded ambition. That matches the investment report's 67/100 Selective
Positive: the operating story grades in the 80s, and the balance sheet and the 91 times multiple are what
the shareholder is actually being asked to underwrite.

What changes the grade: Iron Fortress upgrades back to pass if Omnia completes without leverage stress
and the enlarged group deleverages visibly by FY29; it downgrades to fail if acquisition debt meets a
defence payment slowdown. Free Cash Flow upgrades if FY27 restores positive free cash flow with the
conversion cycle below about 120 days; it downgrades if FY27 repeats FY26's conversion. Moat upgrades
if BME's electronic initiation and digital blasting convert into global share gains post-Omnia. Leadership is
re-graded on the Omnia closing terms and the first full year of integration.
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Sources

Screener.in consolidated company page, accessed October 16, 2026: financials FY22 to FY26 and
TTM, cash flow and free cash flow series, balance sheet (net worth about Rs 6,277 cr, borrowings
about Rs 1,524 cr), ratios and working capital days, shareholding to June 2026, market data (price Rs
20,080, market cap Rs 1,81,394 cr, P/E 91.1x, ROE 32.6%, ROCE 38.1%)

Q1 FY27 results coverage, August 13, 2026 (DSIJ, Mint, Kotak Neo): revenue Rs 3,668 cr up 70%,
PAT Rs 666 cr up 89%, defence revenue Rs 933 cr up 123%, order book Rs 21,350 cr, FY27
revenue guidance about Rs 14,000 cr

Mint analysis, September 2026: defence at about 27% of FY26 revenue, expected path to about 40%
by FY30, explosives mix, valuation versus FY27 estimates

Omnia acquisition coverage: The Hindu BusinessLine, September 2026 (Rs 12,951 cr all-cash
agreement, Omnia FY26 revenue about US$1.41 billion, completion expected early to mid FY28,
closing share price reaction)

Safety record: company disclosure via EquityBulls, December 17, 2023, and the Nagpur District
Magistrate inquiry order under the Explosives Act, December 2023; Reuters via The Hindu
BusinessLine, September 4, 2025 (second fatal explosion); Trendlyne pledging data, December 2025

Founding and leadership history: YourStory SMBStory; Forbes India; Padma Shri conferment
coverage, 2026

Full source list in the companion investment report.
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