
 

 

 

 

 

IC
IC

I 
S

e
c
u
r
it

ie
s
 –

 R
e
t
a
il
 E

q
u
it

y
 R

e
s
e
a
r
c
h
 

 

 

R
e
s
u
lt

 U
p
d
a
t
e
 

 

August 25, 2020 

CMP: | 360    Target: | 370 (3%)  Target Period: 12 months  HOLD 

Minda Industries (MININD) 

 

 
 

Firmly placed, recent sharp run up limits upside… 

Minda Industries (MIL) reported a soft Q1FY21 performance. Consolidated 

revenues were at | 417 crore, down 71% YoY (4-W:2-W at 53:47; OEM: 

aftermarket at 84:16). Indian and global operations were impacted by 

lockdowns in the Covid impacted quarter. Consolidated loss at EBITDA level 

in Q1FY21 was at | 71.5 crore. Operating loss tracked negative operating 

leverage, with both employee costs and other expenses rising steeply on 

percentage of sales basis. Gross margins expanded 200 bps QoQ. Reported 

consolidated loss after tax for the quarter was at | 118.3 crore. Profitability 

was supported by lower interest & depreciation outgo. 

Profitability growth set to outpace topline growth 

Switches, lighting, acoustics formed 37%, 23%, 12% of consolidated MIL 

revenues in FY20, respectively, while light metal technology (LMT) (includes 

alloy wheels) and others (includes sensors, controllers) comprised 14% 

each. Post incorporation of Delvis, Harita Seating (HSS), we expect inorganic 

route, upcoming 2-W alloy plant to be topline growth drivers at the company 

in the medium term. Continued thrust on increasing kit value, offerings in 

emerging opportunities (air bags, 4-W alloy wheels, LED lighting, vehicle 

electronics) are expected to help post faster growth in bottomline (via higher 

ASPs and margins), with cost efforts and lower interest outgo post debt 

reduction also seen acting as tailwinds. We expect 10% and 35.6% CAGR 

growth in net sales and PAT (albeit low base), respectively, in FY20-22E.  

Q1FY21 conference call – Key highlights & takeaways  

MIL said –(1) It operated at ~70% pre Covid levels in July and is currently 

operating at ~80% in August, with rural-led demand recovery (2-W, tractors) 

seen continuing; (2) August production levels – Europe 85%, Mexico 75%, 

Asean 60%; (3) 2-W alloy wheel plant to be commissioned by September 

2020 (full ramp up by mid next year), (4) large part of rights issue proceeds 

to be used to retire debt (marginally down QoQ) & is expected to be EPS 

accretive (5) Expect ~| 100 crore incremental sensors revenues in FY22E, 

(6) Delvis normal annual sales run rate is ~ | 250 crore; (7) Steep drop in 

LMT division due to larger PV decline, downtrading in small cars, (8) MIL is 

looking to reduce power, rent costs; & (9) LED content in 2-W, 4-W at 35%, 

25-27%, respectively, in FY20 and is set to increase, going forward. 

Valuation & Outlook 

Post the sharp stock price run up since our last update, we feel there is 

limited room for further upside currently. We downgrade MIL to HOLD, 

valuing it at | 370 i.e. 14x EV/EBITDA on FY22E. Investors willing to take 

fresh exposure to MIL are advised to do so through Harita Seating Systems 

(HSS; increasing visibility of merger in next six months). Effective buying 

price given the swap ratio (152 MIL shares for every 100 shares held in HSS) 

comes to ~| 275 - steep 20% discount to current MIL’s current market price. 

 

 

K e y F ina ncia ls F Y18 F Y19 F Y20 F Y21E F Y22E C AG R  (F Y20-22E)

Net S ales 4,471         5,908         5,465         5,475         6,610         10.0%

E B ITD A 534            725            619            535            810            14.4%

E B ITD A Margins  (% ) 11.9           12.3           11.3           9.8             12.3           

Net P rofit 310            286            155            80              285            35.6%

E P S  (₹) 11.8           10.9           5.9             2.8             10.0           30.4%

P /E 30.4           33.0           60.9           127.9         35.9           

R oNW (% ) 21.3           19.0           10.3           4.0             13.0           

R oC E  (% ) 17.8           16.6           10.2           6.3             12.7           

 

Key Financial Summary 

 

 

 

Source: ICICI Direct Research, Company 
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Key Highlights 

 In Q1FY21, topline fell 71% YoY 

amid sharp drop in OEM volumes 

 MIL posted loss at EBITDA, PAT 

level tracking negative operating 

leverage 

 Inorganic acquisitions, upcoming 2-

W alloy plant seen driving topline 

growth in FY20-22E. Bottomline 

growth (albeit on low base) to be 

higher amid increasing kit value, 

margins 

 Sharp stock price rally limits further 

upside from current levels. 

Downgrade from BUY to HOLD with 

revised target price of | 370 i.e. 14x 

EV/EBITDA on FY22E numbers 
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P a rticu la rs Am oun t

Market capita lisation (₹ crore) 9,439.2      

Total D ebt (F Y 20, ₹ crore) 1,292.2      

C ash & Inv. (F Y 20, ₹ crore) 327.8         

E V  (₹ crore) 10,403.6    

52 week  H /L  (₹) 424 / 208
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Exhibit 1: Variance analysis 

 

Source: Company, ICICI Direct Research 

 

Exhibit 2: Changes in estimates 

 

Source: Company, ICICI Direct Research 

 

Exhibit 3: Assumptions 

 

Source: ICICI Direct Research 

 

 

 

 

 

 

 

 

₹ cro re Q 1F Y21 Q 1F Y21E Q 1F Y20 Yo Y% Q 4F Y20 Q o Q % C o m m en ts

Tota l O pera ting 

Income
417.1 457.1 1,439.8 -71.0 1,339.0 -68.8

Topline came in lower than our estimates a t | 417

crore

R aw Mate ria l 

E xpenses
241.7 269.7 872.2 -72.3 801.9 -69.9

R m to sa les looks optica lly lower a t ~58% of sa les vs.

the usua l trend of ~60% of sa les due to higher sha re of

subsid ia ry revenues i.e . D e lvis tha t is into engineering

services. The trend is expected to norma lise , go ing

forward

E mployee  E xpenses 166.3 182.8 215.1 -22.7 214.4 -22.4

O ther E xpenses 80.6 68.6 180.3 -55.3 200.7 -59.9

E B ITD A -71.5 -64.0 172.2 -141.5 122.0 -158.6

E B ITD A for the quarte r came in worse off tracking

perils of nega tive opera ting leve rage despite savings

in R M costs

E B ITD A Margin (% ) -17.1 -14.0 12.0 -2910 bps 9.1 -2625 bps

D eprecia tion 68.2 88.3 71.2 -4.2 81.7 -16.5 D eprecia tion came in lower than our estimates

Inte rest 19.6 29.6 23.8 -17.8 21.0 -6.7
Inte rest costs a lso came in lower tracking bette r yie ld

management a t the  company

O ther Income 3.7 9.0 6.9 -46.1 16.0 -76.6

P B T (be fore  

exceptiona l)
-155.6 -173.0 84.1 -284.9 35.3 -541.0

P B T came in margina lly ahead of estimates but still in

high nega tive  te rritory

E xceptiona l items 0.0 0.0 0.0 8.9

Tota l Tax -36.8 -48.4 27.7 -233.0 13.3 -377.6

R eported P AT -118.3 -124.6 53.5 -321.3 7.3 -1,718.7
P AT came in margina lly ahead of estimates tracking

lower deprecia tion and inte rest cha rge  to  the  P &L

(₹ C ro re) O ld New %  C h an g e O ld New %  C h an g e C o m m en ts

R evenue 5,654 5,475 -3.2 6,595 6,610 0.2

Margina lly tweak estimates. We expect topline to grow at

a C AG R of 10% over F Y20-22E amid mix of inorganic

and organic growth

E B ITD A 564 535 -5.2 808 810 0.2

E B ITD A Margin (% ) 10.0 9.8 -21 bps 12.3 12.3 0 bps B roadly ma inta in margin estimates for F Y21-22E

P AT 77 80 3.7 264 285 7.8
L ower deprecia tion and inte rest cha rge leads to single

digit upgrade  in P AT estimates for F Y21-22E

E P S  (₹) 2.8 2.8 0.5 9.6 10.0 4.6
E P S estimates change is diffe rent vs. P AT estimates

primary tracking incorpora ting rights issue  in F Y21E

F Y21E F Y22E

C o m m en ts

(₹ cro re) F Y18 F Y19 F Y20P F Y21E F Y22E F Y21E F Y22E

S witches 1,475 2,237 2,014 1,712 2,054 1,712 1,969

L ighting 1,159 1,293 1,223 1,040 1,247 1,040 1,195

Acoustics 671 717 653 555 638 555 638

L MT 585 908 781 703 914 742 965

O thers 581 754 795 1,466 1,756 1,606 1,828

B roadly ma inta in estimates for F Y21E while upgrading estimates for

F Y22E tracking new order wins a t the company. O n overa ll basis, we

expect L ight Meta l Technologies (L MT) to be the rea l organic growth

drive r a t Minda Industries with new 2-W alloy whee l plant getting

commissioned in upcoming S eptember 2020 with full ramp up expected

by middle  of next yea r

C u rren t E arlier
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Financial story in charts 

Exhibit 4: Topline and margin trend 

 

Source: Company, ICICI Direct Research 

 

Exhibit 5: Profitability and depreciation trend 

 

Source: Company, ICICI Direct Research 

 

Exhibit 6: Trend in return ratios 

 

Source: Company, ICICI Direct Research 
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We expect consolidated sales to grow at 10% CAGR 

over FY20-22E to | 6,610 crore, supported by 

inorganic acquisition of Harita Seating Systems and 

improvement in kit value. Margins, after suffering a 

dip in FY21E are expected to rise to 12.3% by FY22E 

on account of cost control initiatives and shift in 

product mix towards higher margin segments 

We expect consolidated PAT to grow at 35.6% 

CAGR over FY20-22E to | 285 crore 

Return ratios are seen rising back to ~13% levels by 

FY22E 
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Result Update | Minda Industries 

Exhibit 7: Order wins  

 

Source: Company, ICICI Direct Research 

 

Exhibit 8: Key valuation metrics  

 

Source: Bloomberg, ICICI Direct Research 

 

 

Exhibit 9: Shareholding pattern 

 

Source: Company, ICICI Direct Research 

 

 

 

 

S e g m e nt P rod uct C om m e nt

S witches 2-W switches Nominated for oil temparature sensors  (Japanese 2-W O E M)

4-W switches R oof top mounted mounted switches  (Japanese O E M)

L ighting D elvis  technology-backed order wins  and pipeline in India

LE D  lighting 1 new headlamp order, 2 new tail lamp order

Acoustics D omestic Nominated for 0.3 m illion horns  by large K orean O E M

International R eceived orders  from F ord for e lectronic horns

LMT D ie cas ting

Acquired large K orean O E M for LP D C  wheel (new model); supplies  

to s tart by D iwali next year - ~75,000 wheels  a year

2-W alloy wheel To be commiss ioned by S eptember 2020; full ramp up mid next year

O thers S mart plug for TV S  i Q ube

S a le s G rowth EP S  G rowth P E EV /EBITDA R oNW R oC E

(₹ cro re ) (%) (₹) (%) (x) (x) (%) (%)

F Y 18 4,471         28.9     11.8     84.5      30.4     18.5 21.3     17.8     

F Y 19 5,908         32.2     10.9     (7.9)      33.0     14.4 19.0     16.6     

F Y 20 5,465         (7.5)      5.9      (45.8)     60.9     16.8 10.3     10.2     

F Y 21E 5,475         0.2       2.8      (52.3)     127.9    19.5 4.0       6.3       

F Y 22E 6,610         20.7     10.0     256.7    35.9     12.6 13.0     12.7     

(in  %) Jun -19 S ep -19 Dec-19 Mar-20 Jun-20

P romoter 70.8 70.8 70.8 70.8 70.8

F II 11.3 11.5 11.3 10.9 10.3

D II 4.8 5.3 5.8 6.6 7.5

O thers 13.1 12.5 12.2 11.7 11.5
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Financial Summary 

Exhibit 10: Profit and loss statement                               | crore 

 

Source: Company, ICICI Direct Research 

 

  

Exhibit 11: Cash flow statement                                      | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 12: Balance Sheet                                                | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 13: Key ratios 

 

Source: Company, ICICI Direct Research 

 

 

 

(Ye a r-e nd  Ma rch ) F Y19 F Y20 F Y21E F Y22E

Net S ales 5908.1 5465.2 5475.2 6609.9

O ther O perating Income 0.0 0.0 0.0 0.0

Tota l O p e ra ting  Incom e 5,908.1 5,465.2 5,475.2 6,609.9

G rowth (% ) 32.2 -7.5 0.2 20.7

R aw Materia l E xpenses 3,622.5 3,284.2 3,310.9 4,065.1

E mployee E xpenses 791.3 846.8 860.1 941.9

O ther O perating E xpense 769.1 715.1 769.6 793.2

Total O perating E xpenditure 5,182.9 4,846.1 4,940.6 5,800.2

EBITDA 725.2 619.1 534.6 809.7

G rowth (% ) 35.8 -14.6 -13.7 51.5

D epreciation 234.4 301.9 328.5 347.0

Interes t 63.2 90.2 96.9 81.9

O ther Income 27.0 39.3 31.7 31.3

P BT 454.7 266.2 140.9 412.1

O thers 35.0 33.9 14.6 12.0

Total Tax 134.1 77.5 46.5 115.4

P AT 285.6 154.9 79.8 284.7

G rowth (% ) -7.9 -45.8 -48.5 256.7

EP S  (₹) 10.9 5.9 2.8 10.0

(Ye a r-e nd  Ma rch ) F Y19 F Y20 F Y21E F Y22E

P rofit after Tax 285.6 154.9 79.8 284.7

Add: D epreciation 234.4 301.9 328.5 347.0

(Inc)/dec in C urrent Assets -290.3 175.9 6.1 -323.7

Inc/(dec) in C L  and P rovis ions 0.4 252.7 -97.3 233.2

O thers 63.2 90.2 96.9 81.9

C F  from  op e ra ting  a ctivitie s 293.2 975.6 414.0 623.1

(Inc)/dec in Inves tments -246.4 -54.3 -25.0 -25.0

(Inc)/dec in F ixed Assets -631.3 -809.7 -550.0 -300.0

O thers 99.1 28.6 3.4 24.0

C F  from  inve sting  a ctivitie s -778.6 -835.4 -571.6 -301.0

Issue/(B uy back ) of E quity 35.0 0.0 4.3 0.0

Inc/(dec) in loan funds 472.2 211.1 0.0 -200.0

Interes t and D ividend outgo -94.0 -102.8 -108.3 -110.3

Inc/(dec) in S hare C ap 0.0 0.0 0.0 0.0

O thers 22.6 -30.7 240.8 0.0

C F  from  fina ncing  a ctivitie s 435.9 77.6 136.8 -310.3

Ne t C a sh  flow -49.5 217.8 -20.8 11.8

O pening C ash 159.5 110.0 327.8 307.1

C losing  C a sh 110.0 327.8 307.1 318.8

(Ye a r-e nd  Ma rch ) F Y19 F Y20 F Y21E F Y22E

L iabilities

E quity C apita l 52.4 52.4 56.7 56.7

R eserve and S urplus 1,651.7 1,763.3 2,072.6 2,328.9

Tota l S ha re ho ld e rs fund s 1,704.1 1815.7 2,129.3 2,385.7

Total D ebt 1,081.2 1,292.2 1,292.2 1,092.2

D eferred Tax L iability 0.6 13.5 13.5 13.5

Minority Interes t / O thers 342.3 358.0 361.4 385.4

Tota l L ia b ilitie s 3,128.2 3479.5 3,796.5 3,876.8

Assets

G ross  B lock 2,237.9 2,842.1 3,629.1 3,979.1

Less : Acc D epreciation 523.0 825.0 1,153.5 1,500.5

Net B lock 1,714.9 2,017.1 2,475.7 2,478.6

C apita l WIP 131.5 337.1 100.0 50.0

Tota l F ixe d  Asse ts 1,846.4 2,354.2 2,575.7 2,528.6

Inves tments  & G oodwill 530.2 584.5 609.5 634.5

Inventory 561.0 555.3 525.0 633.8

D ebtors 899.2 726.4 750.0 905.5

Loans  and Advances 56.3 61.6 61.7 74.5

O ther C urrent Assets 227.6 224.9 225.3 272.0

C a sh 110.0 327.8 307.1 318.8

Total C urrent Assets 1,854.1 1,895.9 1,869.0 2,204.5

C urrent L iabilities 981.2 1,205.2 1,117.6 1,321.8

P rovis ions 121.2 149.9 140.1 169.1

C urrent L iabilities  & P rov 1,102.4 1,355.1 1,257.7 1,490.9

Ne t C urre n t Asse ts 751.7 540.8 611.3 713.7

O thers  Assets 0.0 0.0 0.0 0.0

Ap p lica tion  o f F und s 3,128.2 3,479.5 3,796.5 3,876.8

(Ye a r-e nd  Ma rch ) F Y19 F Y20 F Y21E F Y22E

P er share data (₹)

E P S 10.9 5.9 2.8 10.0

C ash E P S 19.8 17.4 14.4 22.3

B V 65.0 69.3 75.1 84.1

D P S 1.2 0.5 0.4 1.0

C ash P er S hare (Incl Invs t) 4.2 12.5 10.8 11.2

O p e ra ting  R a tios (%)

E B ITD A Margin 12.3 11.3 9.8 12.3

P AT Margin 4.8 2.8 1.5 4.3

Inventory days 34.7 37.1 35.0 35.0

D ebtor days 55.6 48.5 50.0 50.0

C reditor days 49.3 64.3 60.0 60.0

R e tu rn  R a tios (%)

R oE 19.0 10.3 4.0 13.0

R oC E 16.6 10.2 6.3 12.7

R oIC 17.5 11.7 6.3 13.5

V a lua tion  R a tios (x )

P /E 33.0 60.9 127.9 35.9

E V  / E B ITD A 14.4 16.8 19.5 12.6

E V  / Net S ales 1.8 1.9 1.9 1.5

Market C ap / S ales 1.6 1.7 1.7 1.4

P rice to B ook  V alue 5.5 5.2 4.8 4.3

S o lve ncy R a tios

D ebt/E B ITD A 1.5 2.1 2.4 1.3

D ebt / E quity 0.6 0.7 0.6 0.5

C urrent R atio 1.7 1.3 1.4 1.4

Q u ick R a tio 1.2 0.8 0.9 0.9
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Result Update | Minda Industries 

Exhibit 14: ICICI Direct coverage universe (Auto & Auto Ancillary) 

 

Source: Bloomberg, ICICI Direct Research 

 

 

 

 

 

S ecto r / C o m p an y C MP TP M C ap

(₹) (₹) R atin g (₹ C r) F Y20 F Y21E F Y22E F Y20 F Y21E F Y22E F Y20 F Y21E F Y22E F Y20 F Y21E F Y22E F Y20 F Y21E F Y22E

Apollo  Tyre  (AP O TYR ) 126 120 Hold 7,208 8.3 4.9 8.9 15.1 25.7 14.2 6.9 5.9 5.0 4.7 4.7 6.6 4.8 2.5 4.9

Ashok L eyland (AS HL E Y) 70 65 Hold 20,490 0.8 0.3 2.5 85.8 276.3 28.5 19.2 24.0 12.4 4.4 2.3 9.2 4.7 1.0 9.3

B a ja j Auto (B AAUTO ) 3,015 3,210 Hold 87,245 176.2 136.9 173.5 17.1 22.0 17.4 13.8 16.6 12.2 23.8 23.3 26.6 25.6 17.9 20.2

B hara t F orge   (B HAF O R ) 500 415 Hold 23,279 7.5 3.5 13.7 66.7 143.5 36.6 23.2 31.5 17.4 5.8 2.2 7.9 7.8 3.0 11.1

E icher Motors (E IC MO T) 2,222 2,470 Hold 60,572 67.0 46.6 71.3 33.1 47.7 31.2 24.8 31.1 21.3 17.2 11.4 15.3 18.3 11.6 15.4

E scorts  (E S C O R T) 1,124 1,300 B uy 13,778 39.6 46.1 54.5 28.4 24.4 20.6 19.0 16.0 13.4 18.9 15.0 15.2 14.2 11.2 11.8

E xide  Industries (E X IIND ) 171 180 B uy 14,535 9.7 6.3 8.9 11.8 18.0 12.9 10.5 13.0 10.1 15.7 10.3 13.5 13.4 8.2 10.7

Hero Moto (HE R HO N) 2,990 3,235 B uy 59,710 181.9 118.0 161.8 16.4 25.3 18.5 13.5 16.3 11.7 21.2 15.3 20.2 22.7 15.4 19.1

M&M (MAHMAH) 610 700 B uy 75,835 10.7 27.9 38.2 57.0 21.9 16.0 12.5 12.9 9.7 12.9 10.8 13.8 6.4 9.2 11.6

Maruti S uzuki (MAR UTI) 7,117 5,300 R educe 2,14,990 187.1 124.9 203.4 38.0 57.0 35.0 24.7 33.8 20.8 7.4 3.5 8.2 11.7 7.4 11.1

Min d a In d u stries  (MININD ) 360 370 H o ld 9,439 5.9 2.8 10.0 60.9 127.9 35.9 16.8 19.5 12.6 10.2 6.3 12.7 10.3 4.0 13.0

Tata  Motors (TATMO T) 125 115 Hold 45,688 -32.8 -24.6 7.4 NM NM 16.8 4.9 5.1 3.4 1.4 1.1 6.8 -18.7 -16.5 4.8

R o E  (% )E P S  (₹) P /E  (x) E V /E B ITD A (x) R o C E  (% )
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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% 
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