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December 30, 2020 

CMP: | 400    Target: | 530 (33%)     Target Period:  12  months  

MM Forgings (MMFORG) 

 BUY 

 

CV recovery boosts demand prospect, upgrade to buy 

MM Forgings (MMF) is a forgings player (total capacity 1.1 lakh MT per 

annum, FY20 production at ~46,000 MT) serving domestic, US and 

European automotive industry - with CV, PV forming 75%, 18%, 

respectively, of FY20 sales and off-highway & others contributing the rest. 

India was ~45% of FY20 sales with exports at ~55% (mainly to Europe, US). 

Improving domestic CV & US Class 8 outlook bodes well 

The domestic CV space has been in the midst of a sharp downturn since 

FY20, impacted by a host of demand side and supply side factors e.g. 

increased capacity due to revised axle load norms, slowing economic 

activity, tighter financing, rise in vehicle costs under BS-VI and the upheaval 

brought about by the Covid-19 pandemic. While LCV demand has perked up 

relatively quickly post Covid amid continued demand for last mile 

connectivity, outlook for the truck segment has also improved in recent 

months courtesy higher freight rates & movement, steady road construction 

impetus by the government and an uptick in manufacturing, construction 

and mining industries. Buses continue to struggle on the back of ongoing 

apprehension over public transport. Past experience suggests we are near 

the bottom of the CV cycle domestically and improvement in demand 

outlook should accompany a cyclical recovery. Similarly, on the US Class 8 

trucks front, order readings have picked up substantial pace with November 

2020 print at ~53,000 units (~3x YoY, up ~30% MoM). The segment has 

benefited from enhanced pace of economic activity post Covid. Upturn in 

demand is expected to lead to higher capacity utilisation at MMF in the near 

to medium term, with FY20-23E sales CAGR seen at 13.5%. 

Steady margin uptick on the cards 

Higher utilisation levels are also expected to be the chief margin accretion 

lever in the next few years at MMF. The company’s cost structure is seen 

coming under some pressure as a result of the rise in input prices, mainly 

steel (H1FY21 gross margins at ~51% vs. past three-year average of ~55%). 

However, higher contribution from recently added heavier press lines would 

aid in realisation growth. We build ~18% margins by FY23E for MMF. 

Valuation & Outlook 

MMF has come out of a heavy capex cycle (~| 480 crore spent in FY18-20), 

spent on augmenting tonnage and overall capacity. Expected benefits from 

demand revival in key markets alongside gradual return to erstwhile margin 

trajectory makes us turn positive on MMF. Accordingly, we value the 

company at 15x FY23E EPS of | 35.3/share to arrive at a target price of | 530 

(revised from | 330 earlier). We upgrade the stock from HOLD to BUY. We 

have not included the financials of MMF subsidiary i.e. DVS Industries (FY20 

sales, EBITDA, PAT at | 42, | 7, -| 4 crore) in our target price calculation. 

 

 

 

 

 

 

 

 

Key Financial Summary 

 

s

Key Financials FY19 FY20 FY21E FY22E FY23E CAGR (FY20-23E)

Net Sales 903.9            727.3            622.4           926.8           1,064.2          13.5%

EBITDA 173.2            125.2            74.7            157.6           191.6            15.2%

EBITDA Margins (%) 19.2              17.2              12.0            17.0             18.0              

Net Profit 81.3              46.2              3.0              60.6             85.2              22.7%

EPS (₹) 33.7              19.1              1.2              25.1             35.3              

P/E 11.9              20.9              NM 15.9             11.3              

RoNW (%) 18.6              9.9               0.6              11.7             14.5              

RoCE (%) 10.2              6.7               1.9              8.5               10.5              
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

Particular ₹ crore

Market Capitalization 965.6

Total Debt (FY20) 566.3

Cash & Investments (FY20) 174.5

EV (FY20) 1,357.5

Equity capital 24.1

52 week H/L (₹) 476 / 151

Face value ₹ 10
 

Price Performance 
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Key highlights 

 Outlook turning positive for key CV 

markets in India and the US; 

improved utilisation levels to spruce 

up topline and margins 

 Upgrade from HOLD to BUY with 

revised target price of | 530  

Risks to our call 

 Slower than anticipated revival in CV 

cycle recovery  

 Inability to pass on rise in input costs 

to customers leading to suppressed 

margins 
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Financial story in charts 

Exhibit 1: Topline trend 
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Source: Company, ICICI Direct Research 

 

Exhibit 2: EBITDA margin trend 
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Source: Company, ICICI Direct Research 

 

Exhibit 3: PAT trend 
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Source: Company, ICICI Direct Research 

 

Revenues are seen growing at a CAGR of 13.5% in 

FY20-23E on the back of expected demand pickup in 

India and US 

We expect margins to be on a path of gradual 

recovery to 18% by FY23E courtesy improvement in 

capacity utilisation and contribution from higher 

tonnage lines 

PAT is seen growing to | 85 crore by FY23E  
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Exhibit 4: Trend in return ratios 
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Source: Company, ICICI Direct Research 

 

Exhibit 5: Valuation summary 

 Sales   Growth   EPS   Growth  PE   EV/EBITDA   RoNW   RoCE  

 (₹ cr)  (%)  (₹)  (%)  (x)  (x)  (%)  (%) 

FY19 904         45.6       33.7    18.7      11.9    8.6              18.6      10.2      

FY20 727         -19.5 19.1    (43.3)     20.9    10.8             9.9        6.7        

FY21E 622         -14.4 1.2     NM NM 18.3             0.6        1.9        

FY22E 927         48.9 25.1    NM 15.9    9.2              11.7      8.5        

FY23E 1,064      14.8 35.3    40.6      11.3    7.5              14.5      10.5      
 

Source: Company, ICICI Direct Research 

 

We expect MMF to return to double digit return ratio 

trajectory in FY23E 
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Financial summary  

Exhibit 6: Profit and loss statement                              | crore 

(Year-end March) FY20 FY21E FY22E FY23E

Total operating Income 727.3      622.4      926.8      1,064.2   

Growth (%) -19.5 -14.4 48.9 14.8

Raw Material Expenses 334.0 317.4 454.1 521.5

Employee Expenses 82.7 68.5 83.4 95.8

Other Expenses 185.4 161.8 231.7 255.4

Total Operating Expenditure 602.1 547.7 769.2 872.7

EBITDA 125.2      74.7        157.6      191.6      

Growth (%) -27.7 -40.3 111.0 21.6

Depreciation 53.2 54.0 57.3 60.7

Interest 33.0 34.9 37.9 37.6

Other Income 18.5 17.9 15.4 15.9

PBT 57.4 3.8 77.7 109.2

Total Tax 11.2 0.8 17.1 24.0

Reported PAT 46.2        3.0         60.6        85.2        

Growth (%) -43.3 NM NM 40.6

EPS (₹) 19.1        1.2         25.1        35.3        
 

Source: Company, ICICI Direct Research 

 

Exhibit 7: Cash flow statement                                     | crore 

(Year-end March) FY20 FY21E FY22E FY23E

Profit after Tax 45.6        3.0         60.6        85.2        

Add: Depreciation & Interest 86.3 88.8 95.2 98.3

(Inc)/dec in Current Assets 114.3 -10.1 -152.6 -65.1

Inc/(dec) in CL and Provisions 17.0 -3.6 46.3 17.0

CF from operating activities 263.8      78.1        49.4        135.4      

(Inc)/dec in Investments 0.0 0.0 0.0 0.0

(Inc)/dec in Fixed Assets -87.3 -50.0 -75.0 -75.0

Others -4.7 0.0 0.0 0.0

CF from investing activities (92.0)       (50.0)       (75.0)       (75.0)       

Inc/(dec) in loan funds -121.2 15.0 50.0 -5.0

Dividend paid & dividend tax -14.5 -3.6 -12.1 -12.1

Interest Expense -33.0 -34.9 -37.9 -37.6

CF from financing activities (168.7)     (23.5)       0.0         (54.7)       

Net Cash flow 3.1 4.6 -25.5 5.8

Opening Cash 171.4 174.5 179.1 153.6

Closing Cash 174.5      179.1      153.6      159.4      
 

Source: Company, ICICI Direct Research 

 

Exhibit 8: Balance sheet                                                | crore 

(Year-end March) FY20 FY21E FY22E FY23E

Liabilities

Equity Capital 24.1 24.1 24.1 24.1

Reserve and Surplus 444.2 443.5 492.1 565.2

Total Shareholders funds 468.3      467.7      516.2      589.3      

Total Debt 566.3 581.3 631.3 626.3

Deferred Tax Liability 29.8 29.8 29.8 29.8

Minority Interest / Others 2.9 2.9 2.9 2.9

Total Liabilities 1,067.4   1,081.8   1,180.3   1,248.4   

Assets

Gross Block 1,150.5 1,199.2 1,274.2 1,349.2

Less: Acc Depreciation 497.6 551.6 608.9 669.6

Net Block 652.9      647.7      665.3      679.6      

Capital WIP 8.7 10.0 10.0 10.0

Total Fixed Assets 661.6 657.7 675.3 689.6

Investments 4.9 4.9 4.9 4.9

Inventory 128.4 127.9 190.4 218.7

Debtors 12.5 42.6 76.2 87.5

Loans and Advances 23.6 20.2 30.1 34.5

Cash 174.5      179.1      153.6      159.4      

Other current assets 0.0 0.0 0.0 0.0

Total Current Assets 339.0 369.8 450.3 500.1

Creditors 71.7 68.2 114.3 131.2

Provisions 0.0 0.0 0.0 0.0

Other current liabilities 0.5 0.4 0.6 0.7

Total Current Liabilities 72.2 68.6 114.9 131.9

Net Current Assets 266.8      301.2      335.4      368.2      

Others 134.2 118.1 164.8 185.9

Application of Funds 1,067.4   1,081.8   1,180.3   1,248.4   
 

Source: Company, ICICI Direct Research 

 

Exhibit 9: Key ratios                                                      | crore 

(Year-end March) FY20 FY21E FY22E FY23E

Per share data (₹)

EPS 19.1        1.2         25.1        35.3        

Cash EPS 41.2 23.6 48.9 60.4

BV 194.0 193.7 213.8 244.1

DPS 5.0 1.5 5.0 5.0

Cash Per Share 72.3 74.2 63.6 66.0

Operating Ratios (%)

EBITDA Margin 17.2 12.0 17.0 18.0

PBT / Net sales 9.9 3.3 10.8 12.3

PAT Margin 0.0 0.5 6.5 8.0

Inventory days 64.5 75.0 75.0 75.0

Debtor days 6.3 25.0 30.0 30.0

Creditor days 36.0 40.0 45.0 45.0

Return Ratios (%)

RoE 9.9 0.6 11.7 14.5

RoCE 6.7 1.9 8.5 10.5

RoIC 8.1 2.3 9.9 12.1

Valuation Ratios (x)

P/E 20.9 NM 15.9 11.3

EV / EBITDA 10.8 18.3 9.2 7.5

EV / Net Sales 1.9 2.2 1.6 1.3

Market Cap / Sales 1.3 1.6 1.0 0.9

Price to Book Value 2.1 2.1 1.9 1.6

Solvency Ratios

Debt/EBITDA 4.5 7.8 4.0 3.3

Debt / Equity 1.2 1.2 1.2 1.1

Current Ratio 2.3 2.8 2.6 2.6

Quick Ratio 0.5         0.9         0.9         0.9         
 

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% 
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Mumbai – 400 093 
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