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Vision 2025 - 4x revenues, ~40% RoCE, payout...

We attended Motherson Sumi’s (MSSL) virtual investor conference on
November 20, 21, in which the company spoke at length about its next five-
year plan (2020-25) Vision 2025. We came away with a deeper insight on
MSSL's strategies for the future, each individual vertical and the company,
as a whole. MSSL is a leading tier-1 auto ancillary with a presence in 41
countries around the globe through 270+ facilities, having consolidated
group revenues of US$10 billion as of FY20. Its offerings include wiring
harnesses, mirrors, bumpers, door panels, instrument panels & other
polymer & engineering parts (25.3%, 19.4% 15.6%, 12%, 9%, ~18% of FY20
sales respectively). Germany, US, India, France and China (21.9%, 15.8%,
10.6%, 7.7% and 7.2% of FY20 sales, respectively) form the top five
geographical markets while top five clients account for ~44% of FY20 sales
(Daimler group at 13.9%, Audi at 12.5%, Volkswagen at 8.7%, Renault at
5.2% & BMW at 4.5%) (see exhibits 1, 2 & 3).

New five-year plan — headline numbers

MSSL aims to achieve consolidated group sales of US$36 billion in FY25
along with stringent focus on profitability, as evidenced by accompanying
ambition of 40% RoCE. The company has historically maintained capital and
b/s discipline over the years (RoCE at >=15% in six of the past 10 years, net
debt to EBITDA <2x in eight of past 10 years). We are encouraged to note
the continued thrust on the same, going forward. The journey towards
growing revenues by 2.6x in the next five years envisages majority
contribution from core automotive businesses (US$17 billion i.e. ~65% of
incremental US$26 billion revenues) as well as significant contribution
(US$9 billion, ~35% of incremental targeted US$26 billion revenues) from
its forays into the non-automotive space in areas like logistics, aerospace, IT
and healthcare. MSSL's revenue ambition factors in growth from organic
means via current product lines, new technology integration and adjacent
expansion i.e. new solutions in current industries. In the present post-Covid
world, there exists various M&A opportunities across target industries,
which the company aims to leverage to tap inorganic growth route. Growth
funding could be arranged through internal accruals or raising debt or
equity. Currently, MSSL is well capitalised, with strong liquidity position of
% 11,629 crore as of H1IFY20. Apart from these, it will work towards sustained
business de-risking via ‘3CX10" i.e. no country, component or customer to
form >10% of revenues. It also aims to reward shareholders through
consistent payouts (targets 40% dividend payout ratio at consolidated level).

Valuation & Outlook

We introduce FY23E numbers and build ~5% sales & ~20% PAT CAGR over
FY20-23E. We are enthused by (a) continued focus on higher content per car
and (b) clear direction on importance of profitable growth. Our numbers do
not factor in inorganic growth and await sustained upturn in greenfield
performance before turning decisively positive. Valuing the stock at ¥ 150
i.e. 26x P/E on average of FY22E-23E EPS of ¥ 5.7, we maintain HOLD.

Key Financial Summary

Key Financials FY19 FY20 FY21E
Net Sales 63,522.9 63,536.9 57,459.9
EBITDA 5,348.4 5,201.4 3,757.6
EBITDA Margins (%) 8.4 8.2 6.5
Net Profit 1,613.2 1,170.1 94.3
EPS (%) 5.1 3.7 0.3
P/E 21.4 37.8 468.8
RoNW (%) 14.7 10.4 0.9
RoCE (%) 12.4 9.0 2.8
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FY22E FY22E CAGR (FY20 -23E)
69,275.4 73,149.6 4.8%
6,586.4 7,378.0 12.4%
9.5 10.1
1,603.5 1,996.4 19.5%
5.1 6.3
21.6 22.1
13.2 14.9
13.1 16.0
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ﬂ Company Update | Motherson Sumi

Exhibit 1: Client-wise sales contribution in FY15 (left) vs. FY20 (right)
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]

Source: Company, ICICI Direct Research

Exhibit 2: Country-wise sales contribution in FY15 (left) vs. FY20 (right)
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Source: Company, ICICI Direct Research

Exhibit 3: Component-wise sales contribution in FY15 (left) vs. FY20 (right)

Wiring
Harness
&its Wiring
components Harness
&its
compon

Source: Company, ICICI Direct Research

ICICI Direct Research

Exhibit 4: Roadmap to FY25 revenue target
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Overview of MSSL's businesses in relation to Vision 2025

Wiring harness division (WH)

- WHforms 26% of group revenues currently and has grown at 19.4%
CAGR in FY15-20 to US$2.8 billion. Revenues from outside India
have grown ~5x to US$1.9 billion in that timeframe, aided by PKC
acquisition

- Domestic WH demand in coming years is set to be driven by high
level trends of comfort & safety, environmental concerns and
increasing premiumisation and complexity among others.
Electrification and digitisation are seen as drivers for global WH
business. The business opportunity size is seen growing at 6.7%
CAGR in FY20-25E to US$73 billion from the present US$52 billion,
with opportunities present across geographies in Europe, the
Americas and Asia

- MSSL aims to continue to grow in India and outside India through
higher content per vehicle via higher share with existing customers,
securing business from new customers, segments and developing
solutions for emerging powertrain options. In particular, the
company would be targeting rolling stock segment domestically as
well as globally (present revenues at US$176 million vs. addressable
market of US$5.3 billion)

- JV partners Sumitomo Wiring Systems (for PVs) and Kyungshin (for
Hyundai & Kia) provide continued technology support domestically

- MSSL has successfully integrated and turned around two major WH
acquisitions over the past few years. MWSI margins and RoCE have
improved from -2% & -15% in CY13 to 13% & 43%, respectively, in
FY20. Similarly, PKC margins, RoCE have grown from 7% & 8% in
CY16 to 10% & 23%, respectively, in FY20

Vision Systems (VS)

VS forms 19% of group revenues currently at ~€1.7 billion, having
grown at 5.3% CAGR over FY15-20 vs. -1% CAGR for the industry.
Division order book has grown ~1.5x in FY15-20. SMR is the
dedicated entity for vision system. MSSL is one of the three largest
global players in exterior car mirrors and also has a substantial
presence in interior car mirrors. Successful vertical integration has
led to internal sourcing forming ~27% of material costs in FY20

Exhibit 5: Consistently high RoCE levels in VS over the years
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Source: Company, ICICI Direct Research

- Going forward, market growth is seen forming just a small part of
overall VS growth trajectory, with major contribution seen arising
from entry into new geographies and segments, higher offtake of
new technologies such as camera monitoring systems (CMS),
increasing content per vehicle and M&A

- Among new geographies, South Africa, Russia, Turkey currently
have none to limited MSSL presence. Three countries combined
have potential market size of €195 million/annum and present a good
opportunity. On the other hand, a mature geography like Japan with
sufficient existing capacity could be tapped via M&A to establish
local presence (market size €600 million/annum; Japanese OEMs
form 9% of SMR revenues vs. >25% share of global volumes). SMR
is also looking at opportunities in large Chinese market

ICICI Securities | Retail Research 3
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VS has more than 33% market share for exterior mirrors in the
SUV/pickup and EV segments at present. These high growth
segments (SUV CAGR >50% higher than PV, EV CAGR >30%) are
set to continue to aid future growth

On the new product side, MSSL has developed the ‘EcoMirror’,
which is 30% smaller and 20% lighter than earlier. It offers a
significant emission reduction potential of 1 gm/km for CO2. It has
already been launched in two EVs

Integration of camera systems in mirrors is expected to be an
industry trend, going forward, with estimated market size of >US$1
billion by 2030. On its part, MSSL has already launched its first CMS
programme on the PV side, with the second programme for CV set
to be launched in 2021. CMS offer much higher content potential
than present offerings but full camera integration is at <1% currently
on the global stage

Content per vehicle is also set to benefit from increasing penetration
of value-added features such as blind spot monitoring, side turn
indicators, surround lights, logo lamps, etc. (total scope of ~1.2x).
There is also scope to increase vertical integration, going ahead

Exhibit 6: VS roadmap for Vision 2025
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« Lighting technology market

Source: Company, ICICI Direct Research

Modules and Polymers (M&P)

This is the largest product division for MSSL, contributing 51% of
group revenues. The company’s offerings here include interior and
exterior modules and plastic parts such as door panels (> 4 million
sets per annum), instrument panels (~6 million per annum),
bumpers (> 8 million per annum), centre and floor consoles (~3
million per annum) and roof rails (~0.5 million per annum)

The division’s gross revenues have grown ~70% from US$3.4
billion in FY15 to US$5.7 billion in FY20 (with order book growing
21%). In this, revenue to premium segment grew by US$1 billion
organically, supported by large greenfield operations in SMP
(Tuscaloosa in US & Kecskemet in Hungary; combined revenue
contribution at ~US$550 million). Inorganic growth was at US$1.3
billion and included Reydel acquisition (SMRC), which bolstered
presence with French OEMs and in the entry to mid-level segments

The SMP greenfields have reached near optimum utilisation levels
now and are expected to continue to operate at that level

MSSL is looking at growth in the US, China, Eastern Europe, Africa
& India via filling product whitespaces with existing clients,
expanding HCV solutions and introduction of new products and
technologies as a means to higher content value in both interior and
exterior categories

On the interior side, some of the value enhancing offerings would
include integration of sensors and ambient lighting. Exterior
solutions, going forward, would aid in lightweighting and increased
aerodynamics while also incorporating sensors, cameras, etc. Some

ICICI Securities | Retail Research
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products under development include plastic tailgates and front and

back drain tubes in elastomers

- Sustained improvement in profitability is sought to be achieved via
low cost automation to reduce manufacturing costs. Higher vertical
integration and enhanced operating efficiencies are also some of the

ta rgeted measures

Exhibit 7: M&P roadmap for Vision 2025
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Source: Company, ICICI Direct Research

Lighting & Electronics (L&E)

- L&E is India based and present in exterior lighting and electronics,
compressors and shock absorbers, backward integration (such as
oil free scroll compressors) and the aftermarket. The company is the
largest premium lighting supplier in India and among the top three
in overall external lighting suppliers. It is also one of the largest
shock absorber exporters from India. Its revenues have grown at
19% CAGR over the past five years to US$240 million as of FY20
(including 4x growth in lighting), forming ~2% of group sales

-  Headlamp & tail

lamp ASPs have grown

~2.6x and ~2x,

respectively, in FY10-20 amid increasing penetration of LED lighting.
LED penetration is at ~30% in India vs. ~85% in Europe, with factors
such as government regulations on safety, energy efficiency &
styling set to be growth drivers, going ahead

- MSSL is expanding its product portfolio, targeting 2-W LED lighting
globally (US$400 million market), Indian electronic instrument
cluster segment (US$200 million market) and captive consumption
of gas balancers, brushless motors, ECUs and PCB assemblies

(US$150 million market)

- Apart from automotive applications, it is also looking at supplying to
Indian Railways and the medical segment (combined market size of
US$30 million; expect >20% CAGR in this industry, going forward)
as well as aftermarket and accessories (Indian market size US$9
billion and global market size US$114 billion; global market to be

addressed via exports)

- Another growth leg is set to be provided by focus on exports to new
geographies such as the UK, Brazil, Mexico and the Middle East in
product areas like air compressors, clutch assemblies, die casting,
lighting and shock absorbers (opportunity size of US$ 200 million)

Exhibit 8: L&E roadmap for Vision 2025

01 02 03
Business growth

Integration of
new technology
content within
existing product
segment

Adjacent
in current expansion

product lines

« Continued focus on « Access to latest + Introduction of

04
Diversification
into new
segments & new =
markets

Contribution to

$ 36 bn

+ New segment

value added
products.

* Increase in share of
business.

* Add new customers.

+ Outpace the growth
of the Industry.

global 1itary
technologies. product lines

« Localised « 2 W LED lighting
Engineering & - ECU’s and PCBA
process solutions. - Gas Balancers

- First to Market.

Railways/Medical
and after market

- New geographies

with focus on
exports though best
cost manufacturing
solution.

« Leveraging global

Motherson facilities.
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Precision metals and modules (PMM)

- PMM revenues grew at 18% CAGR over FY15-20 to US$147 million,
~1% of group revenues. The division includes MSSL's capabilities
in modules (cabins, fabrication parts, HVAC systems for buses,
trucks and off-road vehicles), body parts (sheet metal and structural
parts via hot and cold stamping), precision machining (turning,
milling, drilling tools, PVD coating, gear cutting, etc) and process
equipment (auxiliaries for polymer processing, process cooling
solutions)

- In modules, tooling for safety operator cabins has a market size of
US$1 billion. The refrigerated truck market in India is expected to
reach 60,000 units by FY25, which provides opportunity for growth
in HVAC systems

- Stamping is expected to be a US$150 billion market by FY25, with
growth in hot stamping driven by the need for light-weighting and
emission control

- Precision machining is a US$100 billion market

Exhibit 9: PMM roadmap for Vision 2025
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Source: Company, ICICI Direct Research

Logistics solutions (LS) — part of diversification drive

- The Indian car carriage market has ~18,000 carries currently, with
industry size at ~US$0.8 billion. It is highly fragmented (76% with
unorganised players), highly dependent on roadways (95%), lacks
technological advancement (fleet monitoring, poor traceability) and
also suffers from low retention of drivers

- MSSL seeks to address the external logistics opportunity
(transporting goods from OEM plants to their dealerships via its
owned fleet) through SAMRX - a JV between Motherson and
Japan’s Hamakyorex. Hamakyorex is a prominent player with 30%
market share at Suzuki and 47 years’ experience. SAMRX is currently
on board with MSIL and is in the process of adding new clients (20
carriers on road, another 30 to be added by next month). lts internal
logistics arm provides an opportunity to reduce freight costs by
10%, going forward

Exhibit 10: PMM roadmap for Visio
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Aerospace division (AD) — part of diversification drive

- Before Covid, the global aerospace market was expected to be
worth US$5.2 trillion by 2035 with combined Airbus and Boeing 10-
year order book at ~US$11 trillion on the back of expectation of
delivery of 40,000 new aircraft by 2040. However, the
unprecedented Covid hit has led to a sizeable dent in the global air
passenger traffic, hurting industry growth hopes. The pandemic is
also seen leading to emergence of some global trends in the
industry, such as consolidation, higher automation and increased
localisation. As a result, valuations of aerospace companies have
seen significant corrections (average multiples of global public
aerostructure companies down 30%)

- The Covid crisis has led to interesting inorganic growth
opportunities in the global aerospace market

Exhibit 11: Six major commodities of aircraft
Indirect
Materials Aerostructures Systems Propulsion Cabin parts Procurement

10 year cumulative
market size

% % content
> of aircraft ($)

Source: Company, ICICI Direct Research

- MSSL has a head start in related capabilities such as wiring
harnesses, plastics among others. Leveraging upon the group’s
expertise here, it has zeroed in on the following focus areas -

e Materials — detailed parts (titanium, aluminium, composites),
fasteners

e Aerostructures — Composite structural assembly, metallic
assembly (fuselage, doors, wings), wiring harnesses

e Systems — Landing gear machine parts
e Propulsion — Engine machine parts

e Cabin parts — Galleys, lavatories, overhead bins, seats (pilot,
business class seats)

- Capabilities are sought to be built in a phased manner, with
aerospace wiring harness focused greenfield set to be ready for
production by April 2021

- The company has created a shortlist of potential acquisition targets
in Europe and is in the process of doing the same for North America.
It is also engaged in identifying consolidation opportunities in the
two geographies

- AD has recently won an order from Isro for high-grade mission
critical rubber part for Chandrayan-Il launch vehicle motor. It has
emerged as the single vendor for flex seals on multi launch vehicles

ICICI Securities | Retail Research 7
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Exhibit 12: AD roadmap for Vision 2025
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creating openings for new entrants
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« Industry is ripe for consolidation providing inorganic
opportunities for growth

Source: Company, ICICI Direct Research
Health and medical division (HMD) — part of diversification drive

- Global healthcare spend is expected to grow at 5% CAGR over 2019-
23, with 2022 spend estimated at US$10 trillion. Increasing spends,
changing consumer behaviour, changing demographics, growing
diseases and increasing regulatory and operational complexity are
seen as global macro healthcare trends. Future healthcare models
are seen as being pre-emptive, consumer centric, convenient, driven
by diagnostics and based on precision medicine

- At present, the company has limited presence in the space in areas
such as sleep therapy glasses (~US$0.5 million revenues), clinical
face shields (US$0.5 million revenues), sleep training ring (set to be
launched in Q1CY21E) and contract manufacturing for medical
device OEMs such as Philips, GE Healthcare, etc. (US$5 million
revenues). Its products under development include 3dBioPen for
cartilage regrowth in knee reconstruction, bladder cancer sensor
and ‘MaXm Skate’, a fully integrated rehabilitation device

- Going forward, MSSL will focus on two segments with a combined
expected market size of ~US$1.1 trillion by 2025 (medical
technology US$770 billion, health technology US$310 billion). The
company projects medical device contract manufacturing market to
be worth US$100 billion by 2025

- In medical technology, the company would initially focus on
offerings up to Class 2 devices, which have shorter compliance
timelines and shorter time to market. It is set to enter validation
shortly for complete blood count (CBC)/blood smear product, with
most of it to be integrated vertically

Exhibit 13: HMD roadmap for Vision 2025
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« In India, North America, Europe, and Asia
» Launch Point of Care health and medical technologies

« Inorganically build large global medical technology
platform

- Grow share of Medical Technology Contract
Manufacturing Business for existing operations

Source: Company, ICICI Direct Research
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Exhibit 14: SOTP valuation

SOTP Valuation incorporating corporate restructuring

Particulars Units Amount

FY22E-23E average Projected PAT (MSSL) < crore 1799.9

FY22E-23E average Minority Interest Added Back (SMRPBV)  crore 806.1

MSSL + SMRPBV PAT estimates (FY22E-23E average) < crore 2606.1

New No of Shares (post corporate restructuring) crore 452

Per Share Value (%) Z/share 5.8 For simplicity we have retained MSSL numbers

P/E Multiple Assigned X 25 (ex-corporate restructuring) and P/E valuation

Per Share Value in Target Price (A; MSSL+SMRPBV) ¥/share 145 methodology which depicts the same target price
as our SOTP based fair value calculation exercise

Particulars Units Amount incorporating restructuring

FY20 Sales of SAMIL Businesses (Ex- SMRPBV) < crore 2393.0

Approximate SAMIL share % 50.0

Apportioned SAMIL Sales < crore 1196.5

MCap/Sales Multiple (premium to MSSL, better RoCE) X 1.5

Equity Value < crore 1795

New No of Shares (post corporate restructuring) crore 452

Per Share Value (B;SAMIL business Ex-SMRPBV) ¥/share 5

Total Fair Value (A+B) ¥/share 150

Source: ICICI Direct Research

Exhibit 15: Shareholding pattern

(in %) Sep-19 Dec-19 Mar-20 Jun-20 Sep-20
Promoter 61.7 61.7 61.7 61.7 61.7
Fll 15.0 16.4 15.5 15.6 16.0
]| 13.5 12.6 13.6 13.4 13.6
Others 9.8 9.3 9.2 9.3 8.7

Source: Company, ICICI Direct Research
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Financial Summary

Exhibit 16: Profit and loss statement % crore @ Exhibit 17: Cash flow statement g crore

(Year-end March) FY20 FY21E FY22E FY23E  (Year-end March) FY20 FY21E FY22E FY23E
Total operating Income 63,536.9 57,459.9 69,2754 73,149.6 Profit after Tax 1,170.1 94.3 1,603.5 1,996.4
Growth (%) 0.0 -9.6 20.6 5.6 Add: Depreciation 2,778.0 2,987.9 3,117.4 3,291.7
Raw Material Expenses 36,271.4 32,4227 38,903.5 41,079.1 (Inc)/dec in Current Assets 1,579.3 1,121.7  -3,056.6  -1,002.2
Employee Expenses 15,076.9 14,568.1 16,036.0 16,840.7 Inc/(dec) in CL and Provisions 695.6  -1,742.2 2,965.3 972.3
Other expenses 6,987.1 6,711.5 7,749.6 7,851.9 CF from operating activities 6,223.0 2461.7 4,629.6 5,258.2
Total Operating Expenditure 58,335.4 53,702.3 62,689.0 65771.7 (Inc)/dec in Investments 0.0 0.0 0.0 0.0
EBITDA 5201.4 3,757.6 6,586.4 7,378.0 (Inc)/dec in Fixed Assets -4,782.5 -2,000.0 -2,000.0 -2,000.0
Growth (%) 2.7 -27.8 75.3 12.0 Others 617.0 -126.7 785.3 810.9
Depreciation 2,778.0 2,987.9 3,117.4 3,291.7 CF from investing activities (4,165.5) (2,126.7) (1,214.7) (1,189.1)
Interest 598.6 529.6 471.9 354.1  Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0
Other Income 230.7 236.5 249.3 232.8 Inc/(dec) in loan funds 146.2 200.0 -2,500.0 -3,000.0
PBT 2,055.4 476.6 3,240.4 3,964.9 Dividend paid & dividend tax -1,136.9 -157.9 -631.6 -789.5
Total Tax 818.4 334.7 9721  1,189.5  Inc/(dec) in Sec. premium 265.0 0.0 0.0 0.0
Minority Interest 124.4 44.5 746.8 865.4  Others 0.0 0.0 0.0 0.0
Profit from Associates 57.5 56.6 81.9 86.5 CF from financing activities (725.7) 421 (3,131.6) (3,789.5)
Reported PAT 1,170.1 943 1,6035 1,996.4  NetCashflow 1,331.9 3711 283.3 219.7
Growth (%) 215 91.9 1,600.2 24.5 Opening Cash 3,547.0 48789  5,256.0  5,539.3
EPS (%) 3.7 0.3 5.1 6.3  Closing Cash 4,878.9 5256.0 5539.3 58189

Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit 18: Balance Sheet % crore [ Exhibit 19: Key ratios

(Year-end March) FY20 FY21E FY22E FY23E  (Year-end March) FY20 FY21E FY22E FY23E
Liabilities Per share data (%)
Equity Capital 315.8 315.8 315.8 315.8  EpS 3.7 0.3 5.1 6.3
Reserve and Surplus 10,945.1 10,8815 11,853.4 13,060.4  (ash EPS 12.5 9.8 14.9 16.7
Total Shareholders funds 11,260.9 11,197.3 12,169.2 13,376.1 BV 35.7 35.5 38.5 42.4
Total Debt 11,669.1 11,869.1  9,369.1  6,369.1 ppg 30 0.5 20 25
Deferred Tax Liabilty 462.8 418.5 504.5 5328 (ach Per Share 15.4 16.6 175 18.4
Minority Interest / Others 3,565.0 3,609.6 4,356.3 5,221.8 . .
Total Liabilities 29,332.9 29,242.4 28,988.8 28,234.3 Operating Ratios
Assets . ’ i - EBITDA Margin (%) 8.2 6.5 9.5 10.1
Gross Block 20,8764 26,928.2 29,128.2 31,228.2 BN/ Netsales (%) 338 1.3 50 5.6
Less: Acc Depreciation 8,603.0 11,590.9 147083 18,000.1 AT Margin (%) 1.8 0.2 2.3 2.8
Net Block 16,273.4 15337.3 14,419.9 13,2281  Inventory days 29.6 30.0 30.0 30.0
Capital WIP 851.8 800.0 600.0 500.0  Debtor days 31.8 40.0 40.0 40.0
Total Fixed Assets 17,125.2  16,137.3 15,019.9 13,728.1  Creditor days 59.2 58.0 58.0 58.0
Investments 3,006.7 3,106.7 3,206.7 3,306.7 Return Ratios (%)
Goodwill 2406.0 2406.0 2406.0 2406.0 RoE 10.4 0.9 13.2 14.9
Inventory 5156.6  4,722.7 56939 6,012.3 RoCE 9.0 2.8 13.1 16.0
Debtors 6,578.2  6,297.0 7,591.8  8,016.4 RolC 11.4 3.7 17.1 21.3
Loans and Advances 31.9 28.8 34.7 36.7  Valuation Ratios (x)
Other Current Assets 4,219.6 3,816.1 4,600.8 4,858.0 P/E 37.8 416.8 27.6 22.1
Cash 4,878.9 5256.0 55393 5,818.9 EV / EBITDA 9.8 13.5 7.3 6.1
Total Current Assets 20,865.2 20,120.6 23,460.5 24,742.4 EV / Net Sales 0.8 0.9 0.7 0.6
Creditors 10,309.1 9,130.6 1 1,008.2 1 1,523.8 Market Cap / Sales 0.7 0.8 0.6 0.6
Provisions 205.2 181.7 219.1 2314 b to Book Value 39 39 26 33
gﬂt]elrg urrentt t'ail!:'ttlgs 16 1566242 14 4521003 17 3?3165?) 18 3655;302 Solvency Ratios

otal Lurrent Liabilities , . Y B , . , .
Net Current Assets 4,702.3 5,699.9 6,074.5 6,384.1 Debt/EBITpA 22 32 1.4 09
Other non-current Asset 1589.8 14377  1733.4 18303 Dbt/ Fauity 1.0 11 08 05
Deferred Tax Asset 503.0 4548 5484 5790 CumentRatio 1.0 1.0 1.0 1.0
Application of Funds 203329 29,2424 28988.8 28,2343 _Quick Ratio 0.7 0.7 0.7 0.7

Source: Company, ICICI Direct Research Source: Company, ICIC] Direct Research
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Exhibit 20: ICICI Direct Research universe (Auto & Auto Ancillary)

Sector / Company CMP TP M Cap EPS (%) P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)

(4] (%) Rating (XCr) FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E FY20 FY21E FY22E
Apollo Tyre (APOTYR) 175 175 Buy 10,011 8.3 64 116 21.0 273 151 8.4 5.9 5.2 45 5.0 1.0 4.8 33 6.3
Ashok Leyland (ASHLEY) 92 100 Buy 26,929 08 -06 24 1128 -1449 377 246 434 156 45 0.0 9.5 47 -26 9.5
Bajaj Auto (BAAUTO) 3,060 3,570 Buy 88258 176.2 1425 180.2 17.3 21.4 169 139 154 11.2 239 241 213 256 185 207
Balkrishna Ind. (BALIND) 1,645 1,700 Buy 31,801 489 481 586 337 342 281 228 180 149 144 176 197 188 167 182
Bharat Forge (BHAFOR) 500 490 Hold 23,279 1.5 08 105 667 NM 475 233 417 206 5.6 0.3 5.9 1.8 0.8 8.8
Eicher Motors (EICMOT) 2,580 2,600 Hold 70,331 670 466 702 385 554 367 292 360 255 173 11.8 152 183 116 153
Escorts (ESCORT) 1,420 1,460 Buy 17,406 396 595 710 358 239 200 243 160 135 162 153 153 142 140 145
Exide Industries (EXIIND) 165 180 Hold 14,025 9.7 1.3 92 139 19.0 151 101 111 91 157 11.8 137 134 9.2 108
Hero Moto (HERHON) 3,000 3,450 Buy 59,910 181.9 1236 161.8 165 243 185 135 155 116 21.3 166 206 227 160 19.0
M&M (MAHMAH) 705 760 Buy 87,646 11.2 228 401 632 309 176 145 123 9.8 8.8 84 105 6.4 95 119
Maruti Suzuki (MARUTI) 7,000 6,335 Reduce 2,11,456 187.1 1321 191.8 374 530 365 241 344 223 1.4 3.6 6 1.7 7.8 106
Minda Industries (MININD) 370 410 Buy 10,061 5.9 6.7 108 626 553 342 178 1.1 128 9.1 79 123 103 94 142
Motherson (MOTSUM) 140 150 Hold 44,211 3.1 0.3 51 378 NM 27.6 98 135 13 9.0 28 131 104 09 132
Tata Motors (TATMOT) 170 165 Buy 61,161 -33.3 -16.6 6.1 NM  NM 278 5.7 5.2 3.8 1.3 2.8 6.4 -18.7 -10.6 3.7

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 investment 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 exp d 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 exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes 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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