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On the right track
Lumax Industries (LIL) exhibited decent performance in 3Q.
Revenue/EBITDA grew by 16/11% YoY respectively. EBITDA margin
stood at 10.7% (-53bps YoY/+152 QoQ), impact of RM cost headwind
was partially offset by cost control measures and better mix (increase
in proportion of Head lamps).

®  The company underperformed PV industry’s growth in 3Q due to
adverse model mix (Doesn’t supply in MSIL’s model Brezza and
Baleno), however supported from strong growth in 2W led by
increasing SOB with TVS and HMSI. Revenue from PVs segment grew
by 12% while 2W jumped 44% YoY.

= LED Contribution stood at 32% in 3QFY21 vs 35% in 2QFY21 due to
adverse model mix, the management expects it will improve to 50-55%
in the next 3-4 years.

= JVs performance has also improved sharply in 3Q led by strong volume
growth trajectory of Hyundai and KIA motors. We expect JV profit
continue to grow with good pace led by increasing market share of KIA
= Given the leadership position in the PVs lighting business (~65% market
share, Including JVs supply to Hyundai and Kia), strong relationships
with OEMs (MSIL, HMSI & HML) LIL is a good bet to play on recovery in

CMP Rs 1,410
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Shareholding Pattern

Jun'20 Sep'20 Dec'20

Promoters 75.0 75.0 75.0
PV & 2W.
. . . MF/Banks/Fls 4.9 1.0 0.8
=  Moreover, the Company’s efforts to rationalize cost, together with
integration of in-house electronic facilities, and increasing mix of LED Flis 15 0.6 0.6
will help scale up the margin going forward. Public/Others  18.7 234 23.6
= We continue to believe that the long term story for Lumax is intact, .
with an increasing mix of high value LED business, increasing focus of Valuation (x)
OEMs for content localization. We maintain Accumulate with a TP of FY21E FY22E  FY23E
Rs. 1,675 (based on 18x FY23E EPS). P/E 94.9 19.5 15.2
Key beneficiary of uptick in OEMS volume EV/EBITDA 18.1 9.8 8.2
The current demand environment is strong for PVs led by traction in  poE (%) 31 13.9 16.0
personal mobility and a strong rural market. MSIL’s low network inventory .
(less than 1 week) and robust order backlog (~200k vehicle) will aid ROACE (%) 4.0 34 10.7
revenue growth ahead. LIL's share of business (SOB)in MSIL is 65% for
front lighting and 34% for rear lighting. Estimates (Rs mn)
Q3FY21 Result (Rs Mn) FY21E FY22E FY23E
Particulars Q3FY21 Q3FY20 YoY(%) Q2FY21 QoQ (%) Revenue 13,384 16,808 18,978
Revenue 4,462 3,832 16.4 3,973 12.3 EBITDA 883 1,597 1,841
Total Expense 3,983 3,401 17.1 3,607 10.4 PAT 139 675 870
EBITDA 479 432 11.0 366 309 ps (Rs) 149 729 931
Depreciation 172 161 6.5 165 3.9
EBIT 307 270 13.7 201 53.1
Other Income 19 10 90.2 46 (58.5)
Interest 68 60 14.4 83 (17.5) Analyst: Abhishek Jain
EBT 258 221 16.9 163 57.8 Tel: +9122 40969739
Tax 154 63 145.2 74 110.1 E-mail: abhishekj@dolatcapital.com
RPAT 198 189 4.9 72 174.1
APAT 198 189 4.9 72 174.1
Associate: Kripashankar Maurya
T (bps) (bps) Tel: +91 22 4096 9741
Gross Margin (%) 37.6 403 (274) 36.6 26 E-mail: kripashankarm@dolatcapital.com
EBITDA Margin (%) 10.7 11.3 (53) 9.2 152
NPM (%) 4.4 4.9 (49) 1.8 262
Tax Rate (%) 59.9 28.6 3133 45.0 1490
EBIT Margin (%) 6.9 7.1 (17) 5.1 184
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In 2W segment the company is increasing its wallet share with TVS. Current wallet
share improved to 10-12% vs NIL. SOB with HMSI increased due to favorable model
mix (55-60% headlamp, 30% tail lamp.)

Exhibit 1: Actual vs DART

Particulars (Rs mn) Actual Dart Estimates VAR (%)| Comments
Revenue 4,462 4,176 7
EBIDTA 479 384 25 Better cost control measures
EBIDTA Margin (%) 10.74 9.20 154 bps
29 sa|rease i proftabiity of
Source: DART, Company
Exhibit 2: Change in Estimates
(Rs mn) FY22E FY23E

New Previous % Chg New Previous % Chg
Net sales 16,808 16,716 0.5 18,978 19,148 (0.9)
EBITDA 1,597 1,588 0.5 1,841 1,857 (0.9)
EBITDA margin (%) 9.5 9.5 -bps 9.7 9.7 - bps
APAT 675 612 10.3 870 816 6.6
EPS 72 65 10.3 93 87 6.6
Source: DART, Company
Exhibit 3: Key Assumptions
Segment (Rs. Mn) FY20 FY21E FY22E FY23E
Total Revenue 16,016 13,384 16,808 18,978
Y-0-Y growth (%) (13) (16) 26 13
Passenger Vehicles 9,709 8,107 10,133 11,552
Y-0-Y growth (%) (14.0) (16.5) 25.0 14.0
% of sales 66.0 67.0 67.0 67.0
2 wheelers 4,266 4,053 4,863 5,252
Y-0-Y growth (%) (12.0) (5.0) 20.0 8.0
% of sales 29.0 31.4 30.2 29.0
Commercial Vehicles 736 728 1,092 1,311
Y-o0-Y growth (%) (40.0) (1.0 50.0 20.0
% of sales 5.0 1.6 2.8 4.0
Mold Part Revenue 1,306 496 720 864
Y-0-Y growth (%) (620) 45.0 20.0

Source: Company, DART

Conference call highlights

= Growing preference of personal mobility, gradual recovery of industry along
with festive season demand help to registered healthy growth during the
quarter. Vehicle Scrappage Policy and spend on infra expected to auger well

for the industry.

= Current utilization is around 85%, Order visibility looks very strong for Q4
with utilization to be around 95%. Mold sales revenue declined due to delay

in launches by OEMs.

=  Company is not impacted by shortage of raw materials in a direct way.
Overall semiconductor shortage at industry level is not very significant its
mostly short term in the nature and expected to resolve soon. Shortage of
Semiconductor in M&M and TATA motors is more severe than MSIL.
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Company focused on double digit margin in long term, near term margin
would be in 11-12%. Revenue from Maruti was lower than OEM growth in
the quarter due to absence of top models like (Brezza and baleno), SOB with
MISL in (head lamp 60% tail lamp 30-40%).

Company gain market share with TVS due to superior technology, current
wallet shares stands at 10-12%, SOB with HMSI which increased due to
favorable model mix (55-60% headlamp & 30% tail lamp.)

LED Contribution currently stood at 32% in 3QFY21 vs 35% in 2QFY21 due to
adverse model mix and is expected it to improve to 50-55% in the next 3-4
years. LED margin is in double digit and RoCE is in the range of 18-19%.

HVAC electronic facility is expected to start production in FY22 end.
Currently, it is in advanced stage of discussion. Company will do a local
assembly in phase one followed by value addition.

At group level, for PVs, the company has 65-70% market share in Head lamp
and commands majority market share.

Led is 2-2.5x of halogen, depending on the functionality of LED lighting.

Q3FY21 revenues mix: PVs was 63%; 2-wheelers was 31% and commercial
vehicles was 6%.

Key customer mix as a % of revenue for 3QFY21: MSIL 36%, HMSI 14%, Hero
Motocorp 11%, M&M 9%, and Tata Motors 8%.

Tax rate is high due to adjustment of deferred tax, full year tax would be 31-
32%. Don’t expect any major capex for FY22.

Gross debt Rs. 3bn net debt Rs.2.9bn including working capital Rs.2.8bn
(term loan Rs.100mn)

New bawal capex would be around Rs. 850mn already spend of Rs.600mn
expected to commission the plantin FY22.
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Exhibit 4: Revenue improved YoY/QoQ

Exhibit 5: Gross Margin contracted YoY
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Exhibit 6: EBITDA margin contracted YoY

Source: Company, DART

Exhibit 7: Revenue Client mix%
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Exhibit 8: Segment revenue contribution % Exhibit 9: LED/Non-LED share %
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Profit and Loss Account

(Rs Mn) FY20A FY21E FY22E FY23E
Revenue 16,016 13,384 16,808 18,978
Total Expense 14,438 12,500 15,212 17,137
COGS 9,839 8,459 10,589 11,956
Employees Cost 2,099 1,967 2,101 2,372
Other expenses 2,500 2,074 2,521 2,809
EBIDTA 1,578 883 1,597 1,841
Depreciation 635 651 723 775
EBIT 942 233 874 1,066
Interest 219 284 243 217
Other Income 74 110 115 120
Exc. / E.O. items 0 0 0 0
EBT 796 59 746 968
Tax 198 15 190 247
RPAT 598 44 556 721
Minority Interest 0 0 0 0
Profit/Loss share of associates 121 95 119 148
APAT 719 139 675 870
Balance Sheet

(Rs Mn) FY20A FY21E FY22E FY23E
Sources of Funds

Equity Capital 93 93 93 93
Minority Interest 0 0 0 0
Reserves & Surplus 4,371 4,497 5,005 5,658
Net Worth 4,465 4,590 5,098 5,752
Total Debt 3,200 3,650 3,320 3,000
Net Deferred Tax Liability 155 155 155 155
Total Capital Employed 7,819 8,395 8,573 8,906
Applications of Funds

Net Block 6,282 6,521 6,399 6,323
CWIP 559 660 590 588
Investments 910 669 840 949
Current Assets, Loans & Advances 5,006 5,037 6,267 7,298
Inventories 1,792 1,540 1,934 2,080
Receivables 1,732 1,760 2,210 2,496
Cash and Bank Balances 380 872 894 1,106
Loans and Advances 103 84 91 87
Other Current Assets 999 780 1,138 1,528
Less: Current Liabilities & Provisions 4,938 4,492 5,523 6,252
Payables 3,152 2,823 3,500 4,004
Other Current Liabilities 1,786 1,669 2,024 2,248
Net Current Assets 68 544 744 1,046
Total Assets 7,819 8,395 8,573 8,906

E — Estimates
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Important Ratios

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

Gross Profit Margin 38.6 36.8 37.0 37.0
EBIDTA Margin 9.8 6.6 9.5 9.7
EBIT Margin 5.9 1.7 5.2 5.6
Tax rate 24.9 25.5 25.5 25.5
Net Profit Margin 3.7 0.3 3.3 3.8
(B) As Percentage of Net Sales (%)

COGS 61.4 63.2 63.0 63.0
Employee 13.1 14.7 12.5 12.5
Other 15.6 15.5 15.0 14.8
(C) Measure of Financial Status

Gross Debt / Equity 0.7 0.8 0.7 0.5
Interest Coverage 4.3 0.8 3.6 4.9
Inventory days 41 42 42 40
Debtors days 39 48 48 48
Average Cost of Debt 9.6 8.3 7.0 6.9
Payable days 72 77 76 77
Working Capital days 2 15 16 20
FAT/O 2.5 2.1 2.6 3.0
(D) Measures of Investment

AEPS (Rs) 76.9 14.9 72.2 93.1
CEPS (Rs) 144.9 84.5 149.5 176.0
DPS (Rs) 23.5 1.4 17.8 23.2
Dividend Payout (%) 30.6 9.5 24.7 24.9
BVPS (Rs) 477.6 491.1 545.4 615.3
RoANW (%) 16.3 31 13.9 16.0
ROACE (%) 12.0 4.0 9.4 10.7
ROAIC (%) 14.2 3.1 115 13.8
(E) Valuation Ratios

CMP (Rs) 1410 1410 1410 1410
P/E 18.3 94.9 19.5 15.2
Mcap (Rs Mn) 13,180 13,180 13,180 13,180
MCap/ Sales 0.8 1.0 0.8 0.7
EV 16,000 15,957 15,605 15,073
EV/Sales 1.0 1.2 0.9 0.8
EV/EBITDA 10.1 18.1 9.8 8.2
P/BV 3.0 2.9 2.6 2.3
Dividend Yield (%) 1.7 0.1 13 1.6
(F) Growth Rate (%)

Revenue (13.5) (16.4) 25.6 12.9
EBITDA 3.0 (44.0) 80.8 15.3
EBIT 1.5 (75.3) 275.6 21.9
PBT (36.3) (92.6) 1166.8 29.8
APAT (8.4) (80.7) 385.8 28.9
EPS (8.4) (80.7) 385.8 28.9
Cash Flow

(Rs Mn) FY20A FY21E FY22E FY23E
CFO 1,033 874 1,353 1,787
CFI (1,938) (890) (600) (700)
CFF 1,263 508 (733) (873)
FCFF (631) (16) 753 1,087
Opening Cash 22 380 872 893
Closing Cash 380 872 893 1,107

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

R ) Month Rating TP (Rs.) Price (Rs.)
(Rs) ——LUMX Target Price ar 20 Buy e =1
1,680 1 | | Mar-20 Buy 1,256 820
1.480 - Apr-20 Accumulate 1,186 1,056
[ Jun-20 Accumulate 1,177 1,078
1,280 Aug-20 Accumulate 1,513 1,418
1.080 Nov-20 Buy 1,572 1,246
880 -
680 ; . .
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*Price as on recommendation date
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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.
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Il. 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,
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Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for rendering
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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.
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