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Another challenging quarter, Multiple challenges ahead CcMP Rs 414
= SML Isuzu reported a dismal performance in Q1FY20. Revenue stood  2rget/ Downside Rs 364 /12%
at Rs 287mn (-94% YoY) attributed to sharp 95% fall in volume (202  BSE Sensex 38,849
units) offset by increase in net ASP because of better spare parts s Nifty 11,465
revenue. Bus to Truck volume mix was in ratio of 44:56 with market Serio Detail
share of 7.8% in the bus segment. crip Details
Equity / FV Rs 145mn /Rs 10
=  EBITDA loss stood at Rs 357mn attributable to high RM costs and quity / /
negative operating leverage. The company reported net loss of Rs  Varket Cap Rs 6bn
523mn due to poor operating performance. USS$ 81mn
=  We continue to maintain negative view as FY21 could be tough year 52-Week High/Low Rs 665/Rs 280
as challenges persist in the form of regulatory changes (cost rise due  Avg. Volume (no) 85,557
to t!le move from BS-IV to BS-VI) and n?gative economic impact of ¢ Ssymbol SMLISUZU
Covid-19. As schools and colleges remain shut, we do not see any
Bloomberg Code SM IN

revival in demand in the bus segment in H2FY21. The increasing
penetration of EVs in bus segment and rising competitive intensity
are key threats for the company.

Shareholding Pattern Jun'20(%)

Promoters 44.0
®=  We maintain our negative view on the stock and maintain our Sell MF/Banks/Fls 1.5
rating with a target price of Rs 364 (18x FY23E EPS). Flls 3.8
Public / Others 50.8
Declining market share in Bus segment
SML’s market share in the bus segment diminished by 406bps YoY to 7.8%  valuation (x)
in Q1FY21. The domestic bus volume de-grew 97% YoY to 86 units while
the cargo volume decreased 90% to 108 units in Q1FY21. FY21E FY22E  FY23E
P/E (7.8) (24.9) 20.5
The company has already incurred a capex of Rs 2bn in the past two years  EV/EBITDA (12.0) 50.9 7.9
on technology upgrades, product development (improvement in cabin pof (%) (22.3)  (8.2) 9.9
designing and a new paint shop), and capacity addition. We expect debt to
remain flat in the absence of any material capex requirement in the ROACE (%) (14.2) (38) 23
foreseeable future.
Estimates (Rs mn)
FY21E FY22E FY23E
Revenue 4,946 7,986 11,829
EBITDA (557) 135 834
Q1FY21 Result (Rs Mn)
- PAT (772)  (241) 293
Particulars Q1FY21 QI1FY20 YoY(%) Q4FY20 QoQ (%)
Revenue 287 4,714 (93.9) 2722  (89.4) EPS(Rs) (53.3) (16.6) 202
Total Expense 644 4,349 (85.2) 2,636 (75.6)
EBITDA (357) 365  (197.8) 86 (513.9)
Depreciation 116 100 16.6 107 8.8
EBIT (473) 265  (278.3) (21)  2206.8
Other Income 8 7 16.7 15 (49.0) Analyst: Abhishek Jain
Interest 57 47 22.9 27 110.3 Tel: 49122 40969739
EBT (523) 225  (332.1) (33)  1498.2 E-mail: abhisheki@dolatcapital.com
Tax 0 59 (100.0) (23) (100.0)
RPAT (523) 167  (413.7) (20)  2500.0 Associate: Ketul Dalal
APAT (523) 167  (413.7) (20) 2500.0 Tel: 491 22 4096 9770
(bps) (bps) E-mail: ketuld@dolatcapital.com
Gross Margin (%) 22.2 22.5 (31) 23.5 (133)
EBITDA Margin (%) (124.1) 7.7  (13189) 3.2 (12731)
NPM (%) (181.8) 3.5 (18537) (0.7) (18110) PN
Tax Rate (%) 0.0 260  (2602) 385 (3853 Y N
EBIT Margin (%) (164.5) 56 (17017) (0.8) (16379) DOLATCAPITAL”
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Exhibit 1: Change in Estimates

Rs Mn FY21E FY22E
New Previous Chg (%) New Previous Chg (%)
Revenue 4,946 9,523 (48.1) 7,986 12,036 (33.6)
EBITDA (557) 66 (948.7) 135 657 (79.4)
EBITDA Margin (%) (11.3) 0.7 (1,195)bps 1.7 5.5 (377)bps
PAT (772) (327) 136.4 (241) 105 (329.7)
EPS (Rs) (53.3) (22.6) 136.4 (16.6) 7.2 (329.7)
Source: DART, Company
Exhibit 2: Key Assumptions
(in units) FY19 FY20 FY21E FY22E FY23E
Buses 7,827 6,581 3,027 4,843 6,840
% YoY 28.2 (15.9) (54.0) 60.0 41.2
Trucks 5,143 3,318 1,222 1,830 2,638
% YoY 7.3 (35.5) (63.2) 49.8 44.1
Domestic Volume 12,970 9,899 4,249 6,673 9,478
% YoY 19.0 (23.7) (57.1) 57.1 42.0
Exports 688 595 295 426 609
% YoY 46.7 (13.5) (50.5) 44.5 429
Total Volume 13,658 10,494 4,543 7,099 10,086
% YoY 20.1 (23.2) (56.7) 56.2 42.1

Source: DART, Company

Exhibit 3: Revenue declined YoY/QoQ

Exhibit 4: Volume declined sharply
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Exhibit 5: Net ASP improved due to spare parts rev Exhibit 6: Bus segment market share (%)
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Exhibit 7: Product mix by tonnage (%) Exhibit 8: Product mix by segment (%)
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Profit and Loss Account

(Rs Mn) FY20A FY21E FY22E FY23E
Revenue 11,542 4,946 7,986 11,829
Total Expense 11,423 5,503 7,851 10,995
COGS 9,042 3,759 5,910 8,754
Employees Cost 1,552 1,164 1,233 1,357
Other expenses 829 580 708 885
EBIDTA 119 (557) 135 834
Depreciation 407 425 441 477
EBIT (288) (982) (306) 357
Interest 146 115 89 81
Other Income 51 67 74 81
Exc. / E.O. items 0 0 0 0
EBT (383) (1,029) (321) 357
Tax (173) (257) (80) 64
RPAT (211) (772) (241) 293
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 0 0 0
APAT (211) (772) (241) 293
Balance Sheet

(Rs Mn) FY20A FY21E FY22E FY23E
Sources of Funds

Equity Capital 145 145 145 145
Minority Interest 0 0 0 0
Reserves & Surplus 3,704 2,932 2,674 2,933
Net Worth 3,849 3,077 2,819 3,078
Total Debt 1,362 1,432 1,232 1,082
Net Deferred Tax Liability (152) (300) (200) 20
Total Capital Employed 5,059 4,209 3,851 4,180
Applications of Funds

Net Block 4,262 4,087 3,946 3,970
CWIP 32 100 150 100
Investments 0 0 0 0
Current Assets, Loans & Advances 4,141 3,028 3,867 5,169
Inventories 2,689 1,237 2,218 2,957
Receivables 395 343 555 986
Cash and Bank Balances 363 728 349 457
Loans and Advances 694 719 744 769
Other Current Assets 0 0 0 0
Less: Current Liabilities & Provisions 3,376 3,006 4,112 5,059
Payables 1,075 412 1,220 1,807
Other Current Liabilities 2,300 2,593 2,891 3,251
Net Current Assets 766 22 (245) 111
Total Assets 5,059 4,209 3,851 4,180

E — Estimates
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Important Ratios

Particulars FY20A FY21E FY22E FY23E
(A) Margins (%)

Gross Profit Margin 21.7 24.0 26.0 26.0
EBIDTA Margin 1.0 (11.3) 1.7 7.0
EBIT Margin (2.5) (19.8) (3.8) 3.0
Tax rate 45.0 25.0 25.0 18.0
Net Profit Margin (1.8) (15.6) (3.0) 2.5
(B) As Percentage of Net Sales (%)

COGS 78.3 76.0 74.0 74.0
Employee 13.4 235 15.4 11.5
Other 7.2 11.7 8.9 7.5
(C) Measure of Financial Status

Gross Debt / Equity 0.4 0.5 0.4 0.4
Interest Coverage (2.0) (8.6) (3.4) 4.4
Inventory days 85 91 101 91
Debtors days 12 25 25 30
Average Cost of Debt 8.3 8.2 6.7 7.0
Payable days 34 30 56 56
Working Capital days 24 2 (11) 3
FAT/O 2.7 1.2 2.0 3.0
(D) Measures of Investment

AEPS (Rs) (14.5) (53.3) (16.6) 20.2
CEPS (Rs) 13.6 (24.0) 13.8 53.1
DPS (Rs) 0.0 0.0 1.0 2.0
Dividend Payout (%) 0.0 0.0 (6.0) 9.9
BVPS (Rs) 265.8 2125 194.7 212.6
RoANW (%) (5.3) (22.3) (8.2) 9.9
ROACE (%) (1.1) (14.2) (3.8) 9.3
ROAIC (%) (5.4) (24.0) (8.8) 9.9
(E) Valuation Ratios

CMP (Rs) 414 414 414 414
P/E (28.4) (7.8) (24.9) 20.5
Mcap (Rs Mn) 5,990 5,990 5,990 5,990
MCap/ Sales 0.5 1.2 0.8 0.5
EV 6,989 6,694 6,873 6,616
EV/Sales 0.6 1.4 0.9 0.6
EV/EBITDA 58.8 (12.0) 50.9 7.9
P/BV 1.6 1.9 2.1 1.9
Dividend Yield (%) 0.0 0.0 0.2 0.5
(F) Growth Rate (%)

Revenue (18.1) (57.1) 61.5 48.1
EBITDA (84.0) (568.3) (124.2) 517.9
EBIT (180.2) 240.5 (68.9) (216.9)
PBT (257.5) 168.7 (68.8) (211.2)
APAT (207.6) 266.6 (68.8) (221.6)
EPS (207.6) 266.6 (68.8) (221.6)
Cash Flow

(Rs Mn) FY20A FY21E FY22E FY23E
CFO 1,696 728 277 822
CFI (630) (319) (350) (450)
CFF (927) (44) (306) (265)
FCFF 1,066 409 (73) 372
Opening Cash 302 363 728 349
Closing Cash 363 728 349 457

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy >20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell <0%

Rating and Target Price History

R9) L ) Month Rating TP (Rs.) Price (Rs.)
SM Target Price Nov-19  Sell 480 527
690 1 Feb-20 Sell 488 579
600 - Mar-20 Reduce 295 310
\“\,\J"'\ Mar-20  Reduce 295 292
510 - Apr-20 Sell 254 316
o WVJM Jul-20 Sell 316 387
330 - "y
240 : [ | -
2 3 3 3 R R &8 & & & & & & . .
g_ = é 8 % % L L (% % < g) % Price as on recommendation date
wn O z Ao » o = < = A5 2 I o
DART Team
Purvag Shah Managing Director purvag@dolatcapital.com +9122 4096 9747
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Jubbin Shah VP - Derivatives Sales jubbins@dolatcapital.com +9122 4096 9779
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P. Sridhar SVP and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728
Chandrakant Ware VP - Sales Trading chandrakant@dolatcapital.com  +9122 4096 9707
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Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in
this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their
compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

I. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

I1. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any,
covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for rendering
any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated
company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description
of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness.
Dolat Capital Market Private Limited. may not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error
in the information contained in this report. This report is provided for information only and is not an investment advice and must not alone be taken as
the basis for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market Private Limited.
reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market Private Limited.
and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of
the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act
as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may
have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an
offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 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 Dolat Capital Market
Private Limited. and/or its affiliated company(ies) 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 a certain category of investors. Persons in whose possession this report may come, are required
to inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the research analyst(s)
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are
not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among
other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of
the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance
on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return
the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person or entity.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct
certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S. registered broker-
dealer Ltd Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be effected through Marco Polo
or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to time.
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