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Well placed to capitalise on global PV recovery...
mMOotherson sumi '
systems hmited
About the stock: Motherson Sumi (MSS) primarily serves global PV industry with
wiring harnesses, vision systems (mirrors) & plastic body parts as key product lines. m
. . s . . Particular X crore
e History of successful turnarounds in acquisitions and inorganic-led growth Market Capitalization 71,054
e SMRPBV order book was at €15.6 billion as of FY21 Total Debt (FY21P) 10,758
Cash & Investments (FY21P) 5,906
EV (X Crore) 75,906
52 week H/L (%) 273/ 99
Q1FY22 Results: The company posted muted Q1FY22 results. Equity capital 7 315.8 Crore
Face value

e Consolidated net sales dipped 6.6% QoQ to ¥ 17,271 crore

Shareholding pattern

. H o,
e Margins stood lower by 287 bps sequentially to 7.7% Sep-20 Dec-20 Mar-21 Jun-21

e Consequent consolidated PAT stood at 290 crore, down 59.4% QoQ Promoter 61.7 61.7 61.7 61.7
Fll 16.0 16.1 16.6  16.9
DIl 13.6 14.3 13.4 13.0
What should investors do? MSS’ stock price has grown at ~10% CAGR from Other

~3 145 levels in August 2016, W|dely outperforming the lety Auto index. m

e We retain BUY rating on global PV premiumisation play, EV neutral products 20,000
[

400
Target Price and Valuation: We value MSS at 30x P/E on FY23E basis for a revised 300 15,000
target price of ¥ 270 (earlier ¥ 300). 10,000
100 M 5,000
0

PR A
Key triggers for future price performance: E 3 Ef 3 i 3 E
e Backed by healthy expected revival for worldwide OEM client volumes and —— MSS (LHS) Nifty (RHS)
strong orderbook, we expect 12.6% FY21-23E net sales CAGR Recent event & key risks
e Minimal EV risk, with share of EV within orderbook at 25% (FY21) Posted muted Q1FY22 results
e Focus on higher content per vehicle to gain further traction o Key Risk: (i) Semiconductor

e Margins seen rising to 10.8% by FY23E on the back of higher capacity shortage impact on global PV

utilisation at greenfield plants and general operating leverage benefits production volumes, (i) Input

cost pressure on margins

Research Analyst

Shashank Kanodia, CFA
shashank.kanodia@icicisecurities.com

e Well poised to post ~20% RoCE by FY23E
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Alternate Stock Idea: Besides MSS, in our ancillary coverage we like Apollo Tyres.

Jaimin Desai

e India CV revival beneficiary focused on debt reduction, higher return ratios G st e

e BUY with a target price of ¥ 275

Key Financial Summary

. . 5 year CAGR 2 year CAGR
Key Financials FY19 FY20 FY21P (FY16-21P) FY22E FY23E (FY21P-23E)
Net Sales 63,522.9 63,536.9 61,462.9 10.6% 71,864.5 77,975.2 12.6%
EBITDA 5,348.4 5,201.4 4,840.2 6.4% 6,433.7 8,437.3 32.0%
EBITDA Margins (%) 8.4 8.2 7.9 9.0 10.8
Net Profit 1,613.2 1,170.1 1,039.9 -4.3% 1,712.6 2,836.8 65.2%
EPS (%) 5.1 3.7 3.3 5.4 9.0
P/E 44.0 60.7 68.3 41.5 25.0
RoNW (%) 14.7 10.4 8.8 12.7 18.8
RoCE (%) 12.4 8.9 6.7 12.4 19.5

Source: Company, ICICI Direct Research
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Key takeaways of recent quarter & conference call highlights

Q1FY22 Results:

e Standalone revenues for the quarter de-grew 19.8% QoQ to ¥ 2,228 crore
with EBITDA margins at 10.8%, down 402 bps QoQ

e Consolidated performance was dragged down by overseas subsidiaries,
which recorded lower than expected revenues as well as margins QoQ

e SMR reported revenues of €318 million (down 14.3% QoQ) while SMP
posted revenues of €944 million, down 4.7% QoQ. EBITDA margins in SMR
& SMP was at 11.3% (down 160 bps QoQ) & 7.3% (down 140 bps QoQ)

Q1FY22 Earnings Conference Call highlights

e The management said that supply chain disruption related to shortage of
semiconductors and other materials is a near term headwind for OEM
production. The same is expected to improve from H2FY22E onwards

e Globally, amid the semiconductor shortage, OEMs are tweaking production
mix in favour of premium models. However, underlying demand remains
healthy across the PV industry

e Greenfield plant ramp up continues but Hungary saw some OEM shutdown
related impact in Q1FY22

e PKC margins (4%; down ~400 bps QoQ) were impacted by lagged pass
through of copper cost increase, component shortages and some one-offs

e Uncertainties in OEM production is leading to higher inventory and
consequent working capital requirements currently

e FY22E consolidated capex guidance is unchanged at ¥ 1,800-2,000 crore

Peer comparison

Exhibit 1: ICICI Direct coverage universe (auto ancillaries)

CMP TP Rating Mcap EBITDA margin (%) RoE (%) RoCE (%) P/E (x)
I 54 54 Tcrore FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E
Motherson Sumi (MOTSUM) 225 270 Buy 71,054 7.9 9.0 108 88 127 188 6.7 124 195 683 415 25.0
Minda Industries (MININD) 719 725 Buy 19,550 114 115 135 104 142 196 9.1 10.6 16.7 946 57.4 326

Source: Company, ICICI Direct Research

We like MSS as it provides a premiumisation play in the global PV space, with EV
neutral product profile (wiring harnesses, mirrors, plastic parts) leaving it largely
immune to the electrification mega change. Backed by higher utilisation levels,
operating leverage gains and controlled capex, MSS is well poised to touch ~20%
consolidated RoCE by FY23E. Longer term focus on profitable growth along with
healthy diversification (Vision 2025) provides directional comfort.

ICICI Securities | Retail Research 2



ﬂ Result Update | Motherson Sumi ICICI Direct Research
Exhibit 2: Variance Analysis

Continued operations +DWH Q1FY22 Q1FY22E Q1FY21 YoY (%) Q4FY21 QoQ (%) Comments
Total Operating Income 17,271.3 17,046.1 8,504 103.1 18,482 -6.6  Topline was broadly in line with our estimates
RM costs increase ahead of estimates and for the quarter

Raw Material Expenses 9,855.9 9,690.2 5,040.2 95.5 10,430.6 -5.5 were at 57.1% of sales, up 63 bps QoQ
Employee Expenses 4,125 3,863 2,888 42.8 4,191 -1.6
0y
Other expenses 19555 1.847.4 1,205.4 622 1,901.3 29 Other expenses for the quarter were at 11.3% of sales, up
100 bps QoQ
Operating Profit (EBITDA) 1,335.0 1,645.8 -630 -311.9 1,959 -31.9

EBITDA margins for the quarter came in lower than our
EBITDA margin (%) 1.7 9.7 -7.4 1514 bps 10.6 -287 bps estimates tracking lower than anticipated margin profile at
the company's key overseas subsidiaries

Other Income 159.3 69.1 48.1 231.5 71.1 105.0

Depreciation 775 783 712 8.8 780 -0.6  Depreciation charge was broadly on expected lines

Interest 121 119 112 8.3 139 -12.8

PAT 289.6 474 810 -135.7 714 59.4 PAT (.:ame in. Iowe.:r than estimates tracking muted
operating margin profile for the quarter

EPS 0.9 1.3 -2.6 -135.7 2.3 -59.4

Key Metrics

Standalone revenue (% crore) 2228 2011 438  408.2 2779 -19.8  Standalone revenues (including DWH) declined 20% QoQ

Standalone margin (%) 10.8 10.2 14.8 -402 bps 14.8 -402 bps

SMR revenue ( € million) 318 360 180 76.7 371 -14.3

SMR margin (%) 11.3 13.0 -2.8 1408 bps 12.9 -160 bps  Margins at SMR declined 160 bps QoQ to 11.3%

SMP revenue ( € million) 944 964 551 71.3 991 -4.7

SMP margin (%) 1.3 9.0 -8.3 1565 bps 8.7 -140 bps  Margins at SMP declined 140 bps QoQ to 7.3%

Source: Company, ICICI Direct Research

Exhibit 3: Change in estimates

FY22E FY23E

(X Crore) oid New % Change 0ld New % Change Comments
Marginally revise downward our revenue estimates at MSSL. We

Revenue 74,323 71,864 -3.3 79,971 77,975 -2.5 now expect revenues at the company to grow at a CAGR of 12.6%
over FY21-23E

EBITDA 7,639 6,434 -15.8 9,028 8,437 -6.5

EBITDA Margin (%) 103 9.0 -133 bps 1.3 108 -47 bps Lowered margin estimates fc.)r FYZZE—23E incorporating Q1FY22 results
and lagged pass through of rise in RM costs

PAT 2,346 1,713 -27.0 3,153 2,837 -10.0

EPS ) 74 5.4 27.0 10.0 9.0 10,0 Downward revision in sales and margin estimates leads to double

digit decline in PAT estimates for FY22E-23E

Source: ICICI Direct Research

Exhibit 4: Assumptions

Current Comments
FY18 FY19 FY20 FY21P FY22E FY23E
Standalone revenues (% crore) 7,478 7,581 6,874 7,767 10,011 11,496 We expect consolidated revenues to grow at a CAGR of

Standalone margins (%) 18.5 16.8 16.0 11.8 11.3 13.0 12.6% over FY21-23E. Leading the revenue growth are
SMR revenues ( € million) 1,576.0 1,603.0 1,540.0 1,286.0 1,388.3 1,533.2 standalone operations with revenue CAGR at ~22% in
SMR margins (%) 11.5 11.3 11.8 11.0 12.0 13.5 the aforesaid period. Revenue growth at key overseas
SMP revenues ( € million) 3,451.0 3,678.0 4,030.0 3,521.0 3,942.3 4,215.6 subsidiaries SMP & SMR is seen growing at a CAGR of
SMP margins (%) 7.2 3.9 3.9 6.0 8.2 10.3 ~9% in that time

Source: ICICI Direct Research

w
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Financial story in charts

Exhibit 5: Topline trend
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Source: Company, ICICI Direct Research

Exhibit 6: EBITDA and EBITDA margin trend
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Source: Company, ICICI Direct Research

Exhibit 7: Profitability trend
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Source: Company, ICICI Direct Research
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Exhibit 8: Return ratios trend
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Source: Company, ICICI Direct Research

Exhibit 9: Valuation Summary

Revenues Growth EPS Growth PE EV/EBITDA RoNW RoCE

Rer) (%) R) (%) (x) (x) (%) (%)
FY19 63,523 12.8 5.1 1.0 44.0 14.8 14.7 12.4
FY20 63,537 0.0 3.7 (27.5) 60.7 15.0 10.4 8.9
FY21P 61,463 (3.3) 3.3 (11.1) 68.3 15.7 8.8 6.7
FY22E 71,864 16.9 5.4 64.7 41.5 1.4 12.7 12.4
FY23E 71,975 8.5 9.0 65.6 25.0 8.3 18.8 19.5

Source: Company, ICICI Direct Research
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Financial Summary

ICICI Direct Research

Exhibit 10: Profit and loss statement % crore M Exhibit 11: Cash flow statement Z crore

(Year-end March) FY20
Total operating Income 63,536.9
Growth (%) 0.0
Raw Material Expenses 36,271.4
Employee Expenses 15,076.9
Other expenses 6,987.1
Total Operating Expenditure 58,335.4
EBITDA 5,201.4
Growth (%) -2.7
Depreciation 2,778.0
Interest 598.6
Other Income 230.7
PBT 2,055.4
Total Tax 818.4
Minority Interest 124.4
Profit from Associates 57.5
Reported PAT 1,170.1
Growth (%) -21.5
EPS (%) 3.7

FY21P
61,462.9
-3.3
34,769.2
14,891.4
6,962.0
56,622.6
4,840.2
-6.9
2,986.5
519.0
254.3
1,589.0
41.4
530.3
84.8
1,039.9
-111
3.3

FY22E
71,864.5
16.9
41,093.4
16,445.8
7,891.6
65,430.8
6,433.7
32.9
3,090.2
475.4
306.6
3,174.7
815.6
738.0
92.0
1,712.6
64.7
5.4

FY23E
71,975.2
8.5
44,169.7
16,995.6
8,372.6
69,537.9
8,437.3
31.1
3,236.0
337.9
286.8
5,150.2
1,2817.6
1,125.7
99.9
2,836.8
65.6
9.0

(Year-end March)

Profit after Tax

Add: Depreciation

(Inc)/dec in Current Assets
Inc/(dec) in CL and Provisions
CF from operating activities
(Inc)/dec in Investments
(Inc)/dec in Fixed Assets
Others

CF from investing activities
Issue/(Buy back) of Equity
Inc/(dec) in loan funds
Dividend paid & dividend tax
Inc/(dec) in Sec. premium
Others

CF from financing activities
Net Cash flow

Opening Cash

Closing Cash

FY20
1,170.1
2,778.0
1,579.3
574.6
6,102.0
0.0
-4,782.5
617.0
(4,165.5)
0.0
267.2
-1,136.9
265.0
0.0
(604.7)
1,331.9
3,547.0
4,878.9

FY21P
1,039.9
2,986.5
-1,628.2
1,798.4
4,196.6
0.0
-2,550.3
153.2
(2,397.1)
0.0
-1,031.9
473.7
733.4
0.0
(772.2)
1,027.3
4,878.9
5,906.2

FY22E
1,712.6
3,090.2
-2,193.3
1,856.4
4,466.0
0.0
-2,000.0
1,050.2
(949.8)
0.0
-2,500.0
-789.5
0.0
0.0
(3,289.5)
226.7
5,906.2
6,132.9

FY23E
2,836.8
3,236.0
-1,684.3
1,228.5
5,617.1
0.0
-2,200.0
1,087.3
(1,112.7)
0.0
-3,000.0
-1,263.2
0.0
0.0
(4,263.2)
241.2
6,132.9
6,374.0

Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

Exhibit 12: Balance Sheet % crore [ Exhibit 13: Key ratios

(Year-end March) FY20
Liabilities

Equity Capital 315.8
Reserve and Surplus 10,945.1
Total Shareholders funds 11,260.9
Total Debt 11,790.1
Deferred Tax Liability 462.8
Minority Interest / Others 3,565.0
Total Liabilities 29,453.9
Assets

Gross Block 24,876.4
Less: Acc Depreciation 8,603.0
Net Block 16,273.4
Capital WIP 851.8
Total Fixed Assets 17,125.2
Investments 3,006.7
Goodwill 2406.0
Inventory 5,156.6
Debtors 6,578.2
Loans and Advances 31.9
Other Current Assets 4,219.6
Cash 4,878.9
Total Current Assets 20,865.2
Creditors 10,309.1
Provisions 205.2
Other current liabilities 5528
Total Current Liabilities 16,041.9
Net Current Assets 4,823.3
Other non-current Asset 1589.8
Deferred Tax Asset 503.0
Application of Funds 29,453.9

FY21P

315.8
12,244.8
12,560.6
10,758.2

336.3

4,023.3
30,244.7

21,401.6
11,589.5
15,812.1
876.9
16,689.0
2,813.3
2471.8
4,995.6
7,187.6
21.2
5,404.1
5,906.2
23,520.7
11,140.7
496.8
6203
17,840.3
5,680.4
1567.9
1,022.4
30,244.7

FY22E

315.8
13,167.9
13,483.7

8,258.2

393.2

4,761.3
29,897.1

29,678.5
14,679.7
14,998.8
600.0
15,598.8
2,913.3
2471.8
5,906.7
8,269.3
31.8
5,600.0
6,132.9
25,940.6
12,600.9
561.9
6534
19,696.7
6,243.9
1833.2
836.1
29,897.1

FY23E

315.8
14,741.6
15,057.4

5,258.2
426.7
5,887.0
29,885.0

31,978.5
17,915.7
14,062.8
500.0
14,562.8
3,013.3
2471.8
6,408.9
8,972.5
34.5
6,076.2
6,374.0
21,866.1
13,245.1
590.6
7090
20,925.2
6,940.9
1989.1
907.2
29,885.0

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research

(Year-end March) FY20 FY21P FY22E FY23E
Per share data (%)
EPS 3.7 3.3 5.4 9.0
Cash EPS 12.5 12.8 15.2 19.2
BV 35.7 39.8 42.7 41.7
DPS 3.0 1.5 2.5 4.0
Cash Per Share 15.4 18.7 19.4 20.2
Operating Ratios
EBITDA Margin (%) 8.2 7.9 9.0 10.8
PBIT / Net sales (%) 3.8 3.0 4.7 6.7
PAT Margin (%) 1.8 1.7 2.4 3.7
Inventory days 29.6 29.7 30.0 30.0
Debtor days 37.8 42.7 42.0 42.0
Creditor days 59.2 66.2 64.0 62.0
Return Ratios (%)
RoE 10.4 8.8 12.7 18.8
RoCE 8.9 6.7 12.4 19.5
RolC 1.4 8.9 16.6 26.3
Valuation Ratios (x)
P/E 60.7 64.6 41.5 25.0
EV / EBITDA 15.0 15.7 11.4 8.3
EV / Net Sales 1.2 1.2 1.0 0.9
Market Cap / Sales 1.1 1.2 1.0 0.9
Price to Book Value 6.3 5.7 5.3 4.7
Solvency Ratios
Debt/EBITDA 2.3 2.2 1.3 0.6
Debt / Equity 1.0 0.9 0.6 0.3
Current Ratio 1.0 1.0 1.0 1.0
Quick Ratio 0.7 0.7 0.7 0.7
Source: Company, ICICI Direct Research
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Exhibit 14: ICICI Direct coverage universe (Auto & Auto Ancillary)

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

R) (%) Rating (X Cr) FY21P FY22E FY23E FY21P FY22E FY23E FY21P FY22E FY23E FY21P FY22E FY23E FY21P FY22E FY23E
Apollo Tyre (APOTYR) 222 275 Buy 14,098 55 102 16.6 403 21.7 134 6.7 6.9 5.0 1.6 6.1 9.1 6.4 5.5 8.4
Ashok Leyland (ASHLEY) 131 150 Buy 38448 -1.1 1.1 44 -1229 1192 299 714 301 148 -1.9 48 157 44 45 165
Bajaj Auto (BAAUTO) 3,798 4,350 Hold 1,09,903 157.4 167.7 1936 241 226 196 179 169 142 182 193 225 181 189 214

Balkrishna Ind. (BALIND) 2,319 2,825 Buy 44,830 598 670 784 388 346 296 268 235 204 193 199 21.0 192 187 19.0
Bharat Forge (BHAFOR) 751 875 Buy 34955 27 159 250 NM 473 301 432 232 16.6 2.2 8.0 121 33 123 169
Eicher Motors (EICMOT) 2,734 2,970 Hold 74,538 493 667 874 555 41.0 313 37.0 284 216 113 135 158 11.8 143 16.6

Escorts (ESCORT) 1,210 1,325 Hold 15568 71.2 67.7 782 17.8 188 162 107 114 93 187 147 151 162 136 138
Hero Moto (HERHON) 2,797 3,440 Buy 55856 1484 170.8 1965 188 164 142 122 103 88 208 231 245 195 207 217
M&M (MAHMAH) 786 1,000 Buy 97,753 23 336 391 3492 234 201 146 132 115 9.5 9.8 109 27 109 1.4

Maruti Suzuki (MARUTI) 7,002 6,400 Reduce 2,11,516 140.0 153.1 2285 50.0 457 306 323 270 184 4.3 5.9 9.5 8.2 85 117
Minda Industries (MININD) 719 725  Buy 19,550 76 109 191 946 661 376 281 206 145 9.1 106 167 104 142 196
Motherson (MOTSUM) 225 210 Buy 71,054 33 5.4 90 NM #5 250 157 114 8.3 6.7 124 195 88 127 188
Tata Motors (TATMOT) 294 375  Buy 1,12,649 -35.0 09 379 NM 341.6 1.8 5.1 4.9 3.2 6.3 19 148 -23.6 06 203

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 is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst 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 and its analysts, persons reporting to analysts and their relatives are generally prohibited 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
such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr jati 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, and 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
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