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Healthy performance; Positives priced in ...

MSSL reported decent Q4FY20 performance. Standalone revenues (largely
includes Indian operations) came in at ¥ 1,735 crore (down 6% YoY), while
EBITDA margins stood at 17%, up 200 QoQ on the back of savings realized in
raw material costs. Consequent standalone PAT stood at ¥ 386 crore,
supported by higher other income (dividend from subsidiaries). On
consolidated basis, top line in Q4FY20 came in at< 15,159 crore (down 12%
YoY), while EBITDA margins stood at 9.2%, up 130 bps QoQ. Expansion in
margins can be largely attributed to 130 bps gross margin expansion.
Consequent consolidated PAT stood at ¥ 183 crore, down 55%
YoY. Consolidated net debt declined by ~ ¥ 1,200 crore YoY to ~% 6,800
crore as of FY20 end.

Demand softness seen persisting

The demand picture at MSSL will continue to remain tied to global
automotive industry performance, as ex-India geographies form ~87%  of
consolidated revenues. With the first two months of the year being a near
washout in most economies on account of quarantine norms, H1FY21E
would be severely impacted. Demand boosting measures in major auto
markets in the form of direct cash assistance would, however, aid in meeting
pent up demand in the short term. The company guided for H2FY21E
surprising positively once supply chain issues die down and economies
approach normality, with no major delays being reported currently in
customer programs. Present order book of 1.07 lakh crore at SMRPBYV level
is expected to be executed within 2 years and offers some top line visibility.
MSSL is targeting US$33-35 billion revenues (~%2.3 lakh crore, ~4x jump
from present levels) by 2025. We feel such an achievement would depend
upon success of inorganic acquisitions and unhampered kit value increase in
chief products like wiring harnesses and mirrors. We build 1.8% FY20P-22E
sales CAGR primarily due to lower growth nature of global PV market.

Strong bottom line performance up ahead

The company’s emphasis on costs and eventual volume support from new
greenfield plants are expected to help margins and profitability outpace top
line growth. On the B/S front, MSSL has successfully reduced debt to lowest
level of the past 10 quarters with ‘Project Victory’ furthering focus on RoCE
via more efficient working capital management. We build 9.7% EBITDA
margins by FY22E (after dip in FY21E to 7.4%) and expect PAT CAGR of
21.1% over FY20P-22E.

Valuation & Outlook

Valuing MSSL at ¥ 110 i.e. 20x P/E on FY22 EPS of ¥ 5.4, we retain HOLD
rating on the stock. In our opinion MSSL is fairly valued post recent sharp
appreciation and CMP prices in the positives. We await meaningful

movement on demand recovery and business derisking before revisiting our
stance, however we continue to draw comfort from MSSL’s excellent capital

efficiency (25% consolidated RoCE ex-greenfield).
Key Financial Summary

Key Financials FY18 FY19 FY20P
Net Sales 56,293.3 63,522.9 63,536.9
EBITDA 5122.6 5,348.4 5,201.4
EBITDA Margins (% ) 9.1 8.4 8.2
Net Profit 1,597.0 1,613.2 1,170.1
EPS (%) 5.1 5.1 3.7
P/E 20.8 20.6 28.3
RoNW (% ) 17.4 14.7 10.4
RoCE (%) 15.7 13.2 9.8
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Particular Tcrore
Market Capitalization 33,158.3
Total Debt (FY 20P) 11,669.1
Cash & Inv. (FY 20P) 4,878.9
EV (% Crore) 41,134.2
52 week H/L (%) 163 /49
Equity capital % 315.8 Crore
Face value 21

Key Highlights

® Reported 12% YoY decline in
consolidated sales at X 15,159 crore
in Q4FY20. Margins tracked higher
by 130 bps QoQ on the back of
gross margin expansion

® Demand prospects to remain soft
amid higher dependence on global
markets; acquisition success key to
longer term revenue target

® Margins and bottom line to outpace
sales growth led by greenfield
profitability ~improvement, cost
controls

® Maintain HOLD with target price of
% 110 valuing company at 20x P/E on
FY22E EPS of % 5.4
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Jaimin Desai
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FY21E FY22E CAGR (FY20P-22E)
58,164.5 65,855.0 1.8%
4,271.4 6,363.7 10.6%

1.4 9.7
732.2 1,714.7 21.1%

2.3 5.4

45.3 19.3

6.4 14.0

6.3 13.9

Source: ICICI Direct Research, Company
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Q4FY20 earnings conference call highlights

In terms of outlook, the management shared that tough business
conditions would persist till Q2FY21E but HZ2FY21E could surprise
positively.

Management sees shift from shared to personal mobility diving auto
volumes in the near term for PV as well as 2-W segments

Globally as well as domestically, the pick up in farm equipment space
has been encouraging. Supplies to Japan were uninterrupted even
during lockdown elsewhere in the world.

The company’s presence in China helped it react swiftly to Covid
situation elsewhere. Costs were controlled, working capital reduced
and entire focus was on cash generation and RoCE improvement.

While exact details of the next 5-year plan are not yet disclosed, the
company would be looking at achieving ~US$33-35 billion in sales (~F
2.3 lakh crore) with an unchanged RoCE focus (40%). Importantly, it
indicated that business derisking efforts would be put in place to
reduce dependence on auto space to 75% of consolidated top line by
that time, with MSSL exploring capabilities in aerospace, defence, IT
and pharma.

Standalone RoCE presently stands at 31% while consolidated RoCE
(excluding greenfield and newer acquisitions) is at 25%.

The entire present order book of ¥1.07 lakh crore at SMRPBYV level is
expected to be executed within 2 years. New orders worth ¥43,321
crore were won during the year while orders worth ¥ 79,554 crore
went into execution.

39% of manufacturing facilities are operating at >75% capacity while
37% are operating below 50% capacity. PKC China plants are at
>100% capacity.

MSSL is not witnessing any major delay in customer programs till
now.

SMP Tuscaloosa plant saw headcount reduction by 25% as part of
cost initiatives.

FY21E maintenance capex is envisaged at ~< 2,000 crore. The
management informed that no new greenfield would be needed to
cater to present order book.

The company sees opportunities stemming from vendor
consolidation by OEMs in India over the next 6-12 months.

Government support in the Western world during Covid-19 disruption
for employee costs and others is largely through low cost debt (~95%)
debt and less in direct grants (~5%).

MSSL has no major debt obligations in FY21E and is well placed on
liquidity.
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Financial story in charts

Exhibit 1: trend
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Source: Company, ICICI Direct Research

Exhibit 2: Consolidated EBITDA, EBITDA margin trend
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We expect sales to grow at a CAGR of 1.8% over
FY20E-2ZF

We expect EBITDA margins to improve to 9.7% in
FYZ22F vs. 8.2% in FYZ0P

Source: Company, ICICI Direct Research

Exhibit 3: Consolidated profitability trend

ICICI Securities | Retail Research

We build in 21.1% CAGR PAT growth over FYZ0P-
22F primarily tracking margin expansion and
continued deleveraging
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Exhibit 4: Segment wise EBITDA margin profile
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Exhibit 5: Consolidated return ratios trend
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Exhibit 6: Recommendation history vs. consensus
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Exhibit 7: Top 10 shareholders
% 0/S Position (m) Change (m)

Rank Name

SAMVARDHANA MOTHERSO
SUMITOMO WIRING SY ST
ICICIPRUDENTIAL ASS
Sehgal Vivek Chaand
FEDERATED INVESTORS
AXIS ASSET MANAGEMEN
RELIANCE CAPITAL TRU
SBIFUNDS MANAGEMENT
UTIASSET MANAGEMENT
10 BLACKROCK
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o

Latest Filing Date
30-06-2019
30-06-2019
30-04-2020
30-06-2019
28-02-2020
30-04-2020
27-05-2020
30-04-2020
30-04-2020
26-05-2020

33.43
25.10
5.31
2.32
1.14
1.1
1.10
1.08
0.90
0.84

1,055.75M
792.64M
167.58M
73.17M
36.07M
34.92M
34.82M
34.06M
28.51M
26.43M

Source: Reuters, ICICI Direct Research

Exhibit 8: Shareholding pattern

(in %) Mar-19 Jun-19 Sep-19 Dec-19 Mar-20
Promoter 61.7 61.7 61.7 61.7 61.7
Fll 18.1 16.4 15.0 16.4 15.5
DIl 9.7 1.1 13.5 12.6 13.6
Others 10.5 10.9 9.8 9.3 9.2

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research



ﬂ Company Update | Motherson Sumi

Financial Summary

ICICI Direct Research

Exhibit 9: Profit and loss statement % crore @ Exhibit 10: Cash flow statement g crore

(Year-end March)
Total operating Income
Growth (%)

Raw Material Expenses
Employee Expenses
Other expenses

Total Operating Expenditure
EBITDA

Growth (%)

Depreciation

Interest

Other Income

PBT

Total Tax

Minority Interest

Profit from Associates
Reported PAT

Growth (%)

EPS (%)

FY19 FY20P FY21E
63522.9 63536.9 58164.5
12.8 0.0 -8.5
36,738.3 36,271.4 32,502.7
14,169.4 15,076.9 14,955.7
7,266.8 6,987.1 6,428.6
58,174.5 58,335.4 53,887.0
5348.4 5201.4 4277.4
4.4 -2.7 -17.8
2,058.2 2,778.0 2,821.0
423.2 598.6 578.5
220.2 230.7 252.9
3087.2 20554 11309
1,102.2 818.4 339.3
485.0 124.4 88.1
113.1 57.5 28.7
1613.2 1170.1 7132.2
1.0 -27.5 -37.4

5.1 3.7 2.3

FY22E
65855.0
13.2
36,941.8
15,565.5
6,983.9
59,491.3
6363.7
48.8
2,897.6
473.5
228.2
3220.8
966.2
617.8
77.9
1714.7
134.2
5.4

(Year-end March)

Profit after Tax

Add: Depreciation

(Inc)/dec in Current Assets
Inc/(dec) in CL and Provisions
CF from operating activities
(Inc)/dec in Investments
(Inc)/dec in Fixed Assets
Others

CF from investing activities
Issue/(Buy back) of Equity
Inc/(dec) in loan funds
Dividend paid & dividend tax
Inc/(dec) in Sec. premium
Others

CF from financing activities
Net Cash flow

Opening Cash

Closing Cash

FY19
1613.2
2,058.2

-2,300.4

2,913.9
4284.9
0.0

-4,457.5

300.4
-4157.1
105.3
1,171.8
-568.4
34.3
-105.3
637.7
765.4
2,781.6
3546.9

FY20P
1170.1
2,7178.0
1,579.3
695.6
6223.0
0.0
-4,782.5
617.0
-4165.5
0.0
146.2
-1,136.9
265.0
0.0
-125.1
1,331.9
3,547.0
4878.9

FY21E
732.2
2,821.0
939.5

-1,565.4

2921.2
0.0

-2,000.0

-74.9
-2074.9
0.0
-200.0
-473.7
0.0

0.0
-673.7
178.6
4,878.9
5057.5

FY22E
1714.7
2,897.6

-1,989.5

1,930.1
4552.9
0.0

-2,200.0

607.9
-1592.1
0.0

-2,000.0

-947.4
0.0

0.0
-2947.4
13.4
5,057.5
5070.9

Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

Exhibit 11: Balance Sheet % crore M Exhibit 12: Key ratios

(Year-end March)
Liabilities

Equity Capital
Reserve and Surplus
Total Shareholders funds
Total Debt

Deferred Tax Liability
Minority Interest/ Others
Total Liabilities
Assets

Gross Block

Less: Acc Depreciation
Net Block

Capital WIP

Total Fixed Assets
Investments

Goodwill

Inventory

Debtors

Loans and Advances
Other Current Assets
Cash

Total Current Assets
Creditors

Provisions

Other current liabilities
Total Current Liabilities
Net Current Assets
Other non-current Asset
Deferred Tax Asset
Application of Funds

FY19

315.8
10,647.0
10,962.7
11,522.8

576.2

3,479.7
27863.0

19,878.9
5,825.0
14053.9
1,066.8
15,120.7
3,085.2
2211.8
4,663.5
7,329.2
22.6
5,550.3
3546.9
21,1125
10,661.3
157.9
4648
15,467.3
5645.3
1187.7
612.3
27863.0

FY20P FY21E
315.8 315.8
10,945.1 11,203.6
11,260.9 11,519.4
11,669.1 11,469.1
462.8 423.6
3,565.0 3,653.1
29332.9 29239.5
24,876.4 26,728.2
8,603.0 11,424.0
16273.4 15304.2
851.8 1,000.0
17,125.2 16,304.2
3,006.7 3,106.7
2406.0 2406.0
5,156.6 4,780.6
6,578.2 6,374.2
31.9 29.2
4,219.6 3,862.8
4878.9 5057.5
20,865.2 20,104.3
10,309.1 9,242.6
205.2 184.0
5649 5171
16,162.9 14,597.5
4702.3 5506.8
1589.8 1455.4
503.0 460.4

29332.9 29239.5

FY22E

315.8
11,970.9
12,286.7

9,469.1
479.6
4,270.9
28968.1

29,128.2
14,321.6
14806.6
800.0
15,606.6
3,206.7
2406.0
5,412.7
7,217.0
33.0
4,373.6
5070.9
22,107.3
10,464.6
208.3
5855
16,527.6
5579.7
1647.8
521.3
28968.1

Source: Company, ICICI Direct Research
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(Year-end March) FY19 FY20P FY21E FY22E
Per share data (%)
EPS 5.1 3.7 2.3 5.4
Cash EPS 11.6 12.5 11.3 14.6
BV 34.7 35.7 36.5 38.9
DPS 1.5 3.0 1.5 3.0
Cash Per Share 11.2 15.4 16.0 16.1
Operating Ratios
EBITDA Margin (% ) 8.4 8.2 1.4 9.7
PBIT / Net sales (%) 5.2 3.8 2.5 5.3
PAT Margin (%) 2.5 1.8 1.3 2.6
Inventory days 26.8 29.6 30.0 30.0
Debtor days 421 37.8 40.0 40.0
Creditor days 61.3 59.2 58.0 58.0
Return Ratios (%)
RoE 14.7 10.4 6.4 14.0
RoCE 13.2 9.8 6.3 13.9
RolC 19.3 14.2 8.7 21.2
Valuation Ratios (x)
P/E 20.6 28.3 45.3 19.3
EV /EBITDA 1.7 1.1 9.3 5.9
EV /Net Sales 0.6 0.6 0.7 0.6
Market Cap / Sales 0.5 0.5 0.6 0.5
Price to Book Value 3.0 2.9 2.9 2.7
Solvency Ratios
Debt/EBITDA 2.2 2.2 2.7 1.5
Debt/Equity 1.1 1.0 1.0 0.8
Current Ratio 1.1 1.0 1.0 1.0
Quick Ratio 0.8 0.7 0.7 0.7
Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
‘ﬁICICI(mm‘[ com| 1 1 z
I»vnlnnhu'o':::u'!mluhps | BHOI{ER \ :
ICICI Securities Ltd. 5 sTARMINE | |
@a'yetmwa'd D
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Shashank Kanodia, CFA, MBA (Capital Markets), and Jaimin Desai, CA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect
our views about 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. It is also confirmed that
above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies
mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a SEBI registered
Research Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank
and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have i banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr i p d herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the ise of independ: i by any recipient.
The recipient should independently evaluate the investment risks. The value and return on ir may vary b of ch in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this
report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or

use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in
all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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