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Strong performance, double digit growth lies ahead... Way of Life!

About the stock: Maruti Suzuki (MSIL) is the market leader in the domestic

passenger vehicle (PV) space with market share pegged at ~43.4% and popular Particular % crore
models being Alto, WagonR, Swift, Brezza, Baleno, Ertiga, etc., among others. Market Capitalization 2,86,976
. Total Debt (FY22) 382
o - 0, o, o,
e Market leader in each sub-segment - cars (63.6%), UV (19.5%), vans (95.7%) Cash & Invts. (FY22) 42,000
e Strong b/s; ~% 42,000 crore cash and investment on books as of FY22 EV 2,45,268
52 week H/L (%) 9550 / 6537
Equity capital % 151 Crore
Q2FY23 Results: The company posted a robust performance in Q2FY23. Face value z5

Shareholding pattern
Dec-21 Mar-22 Jun-22 Sep-22

Promoter 56.4 56.4 56.4 56.4

e Total operating income came in at ¥ 29,931 crore, up 12.9% QoQ
e EBITDA margins in Q2FY23 were at 9.3%, up 204 bps QoQ

e Consequent PAT was at ¥ 2,062 crore ~2x QoQ. PAT performance was

. . i . . . Fll 23.6 22.6 21.9 21.8
driven by higher operating margins as well as higher other income

DIl 15.3 16.3 18.0 18.1

Other 4.7 4.8 3.1 3.7

What should investors do? MSIL's stock price has grown at ~2.2% CAGR from
~% 8,114 levels in October 2017, broadly in tandem to Nifty Auto index in this time.

20000 10,000
e  We retain our BUY rating tracking industry tailwinds of underpenetrated PV NJ'NN’HJ 8.000
segment domestically, benign RM price outlook and robust order book 15000 / 6,000
10000 b !
Target Price and Valuation: Upgrading our estimates, we now value MSIL at 5000 v 4,000
T 11,200 i.e., 32x P/E on FY24E EPS of ¥ 350/share (earlier target price ¥ 10,000). 2,000
0 - — —— 0
2§ 8 &5 4§ 8§ 8§
Key triggers for future price performance: E§ 2828 8 8
—— Nifty (LHS) MSIL (RHS)

e Robustdemand in SUV space aided by model refreshes, bookings for higher

end models and sequential uptick in ASPs. We build 24.7% sales CAGR for Recent event & key risks

FY22-24E. Volume CAGR built in at 16.6% over FY22-24E e Robust performance in Q2FY23

e Leadership position in the CNG space with CNG penetration now at >20% . Slower

of sales volume. Maiden strong hybrid offering in Grand Vitara

Key Risk: (i) than
expected uptick in sales volumes
over FY22-24E (ii) Slower than

e New product launch pipeline along with robust order backlog of >4 lakh . o .
anticipated uptick in operating

units of which ~130,000 vehicle pre-bookings are for recently launched

models. Going forward, we expect outperformance from UV portfolio margin profile, going forward

Research Analyst

Shashank Kanodia, CFA
shashank.kanodia@icicisecurities.com

e Incremental capacity expansion at Manesar (~1 lakh units) & greenfield
capex under execution for a new plant in the state of Haryana scheduled to
be operational by Q1CY25E (first phase capacity pegged at ~2.5 lakh units)
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Raghvendra Goyal

Alternate Stock Idea: Apart from MSIL, in our OEM coverage we like M&M. raghvendra.goyal@icicisecurities.com

e Focused on prudent capital allocation, UV differentiation & EV proactiveness

e  BUY with target price of ¥ 1,590

Key Financial Summary

. . 5 year CAGR 2 year CAGR
Key Financials FY19 FY20 FY21 FY22 (FY17-22) FY23E FY24E (FY22-24E)
Total Operating Income 86,020.3 75,610.6 70,332.5 88,295.6 5.4% 1,17,034.2 1,37,370.2 24.7%
EBITDA 10,999.3 7,302.6 5,345.3 5,701.2 -11.2% 10,474.7 14,459.2 59.3%
EBITDA Margins (%) 12.8 9.7 7.6 6.5 9.0 10.5
Net Profit 7,500.6 5,650.6 4,229.7 3,766.3 -12.5% 7,096.2 10,578.3 67.6%
EPS (%) 248.3 187.1 140.0 124.7 234.9 350.2
P/E 38.3 50.8 67.8 76.2 40.4 271
RoNW (%) 16.3 1.7 8.2 7.0 12.0 16.0
RolC (%) 68.6 26.8 24.2 245 65.5 105.0

Source: Company, ICICI Direct Research
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Key takeaways of recent quarter & conference call highlights
Q2FY23 Results:

e Total operating income for the quarter was at ¥ 29,931 up 12.9% QoQ.
Q2FY23 volumes were at 5.2 lakh units, up 10.6% QoQ. Of this, domestic
volumes grew 14% QoQ to 4.5 lakh units while exports volumes were down
9% QoQ at 0.6 lakh units. Average selling price (ASP) came in at ¥ 5.52
lakh/unit, up 2.1% QoQ

e Margins surprised positively this time, up ~204 bps QoQ to 9.3%. Gross
margins expanded 150 bps QoQ while employee costs were down by ~59
bps. Other expenses witnessed a marginal rise tracking higher A&P spend

e Consequent PAT in Q2FY23 came in at ¥ 2,062 crore, ~2x QoQ. PAT
performance was driven by higher operating margins & higher other income

Q2FY23 Earnings Conference Call highlights

e During the quarter company celebrated 40 years of celebration in India and
laid foundational stone for EV facility in Gujarat and upcoming facility in
Haryana. The company sold highest ever cars quarterly during Q2FY23

Volume at Gujarat plant was at 31% of total output
at ~ 1.6 lakh units

Export revenue were at < 3,400 crore during

e The management said ~35,000 units production lost due to chip shortage QIFY23 vs, & 3,640 crore in QIFY23

in Q2FY23 vs. ~51,000 lost in Q1FY23. MSIL is trying to source chip from
alternate suppliers to offset production loss Average discount per car was at ~% 13,840 during
QZFY23 vs. ~Z 12,740 in Q1FY23 & ~% 18,000

e Rise in realisation was largely due to bookings for higher end models for during 02FY22

new launches, price hike taken during Q1FY23, refreshed Alto K10 despite

higher share of passenger cars and muted exports during the quarter CNG portfolio continues to expand at the company
and now forms >20% of total sales. Out of pending
order book CNG portfolio received ~1.3-1.4 lakh
bookings

e Grand Vitara has received ~75,000 bookings during Q2FY23 of which >35%
is for strong hybrid model

e The company continues to witness strong order book of ~4.1 lakh units as
on Q2FY23. With respect to launch of recent products they received ~1.3
lakh bookings

Royalty for Q2FY23 was at ~3.8% of sales vs.
~3.5%in Q1IFY23

Out of total Ertiga sales ~two-third are comprised

e The company has total production capacity of 22.5 lakh units including by CNG with Dzire CNG contributing ~35% of total
. 0

Gujarat facility & production in Karnataka (at Toyota’s facility for Grand

. . Dzire sales
Vitara) would be over and above capacity. Also, the company would start
new Haryana plant in Q1CY25E with additional capacity of 2.5 lakh units and Gains arising from INR/JPY appreciation were at
can also extend capacity by 1 lakh units in its Manesar plant. Further ~% 158 crore i.e. 0.5% of sales in Q2FY23

management does not plan to shut production in its Gurugram plant M price outlook for Q3FY23 is still benign.

e Rise in other expense was due to higher advertising & marketing expense However, the management do expect a marginal
incurred during new launches and ongoing festive season uptick in Q4FY23

e The management said CNG demand remained strong in the PV space
despite recent run-up in gas prices while it did taper in the CV domain

e Industry expectations are for 3.8 million unit sales volume in FY23E

Peer comparison

Exhibit 1: ICICI Direct coverage universe (4-W OEMs)

CMP TP Mcap Total lakh volumes EBITDA margin (%) RoCE (%) P/E
Company Rating
4 Z Tcrore FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E
Maruti Suzuki (MARUTI) 9,500 11,200 Buy 2,86,976 165 200 225 64 9.0 105 5.1 125 16.7 76.2 404 271
Tata Motors (TATMQT) 410 530 Buy 157,066 3.7 4.8 52 122 123 141 48 82 145 (13.7) (43.0) 229
M&M (MAHMAH) 1,314 1,590 Buy 163350 47 6.5 72 123 115 127 93 114 139 318 270 217

Source: Company, ICICI Direct Research

Note — There are no directly comparable listed companies in pure-play PVs. Tata
Motors, M&M volumes above are for India PV & automotive businesses, respectively.
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Exhibit 2: Variance Analysis

Q2FY23 Q2FY23E Q2FY23 (oY (Chg %) Q1FY23 1oQ (Chg %) Comments
Total Operating Income 29,931 29,831 20,539 45.7 26,500 12.9 Topline came in line with our estimates
RM costs were contained at 73.1%, down 150 bps
Raw Material Expenses 21,880 22,146 15,577 40.5 19,770 10.7 QoQ. The company benefited from a drop in key

commodity prices as well as INR/JPY appreciation
Employee Expenses 1,133 1,210 962 17.7 1,158 -2.2

Other expenses came in a tad higher at 13.9% due
Other expenses 4,149 3,985 3,145 31.9 3,659 13.4 to higher advertisement and promotion expense

amidst new model launches

Operating Profit (EBITDA) 2,769 2,490 855 223.9 1,912 44.8
EBITDA margins came in ahead of estimates at

EBITDA Margin (%) 9.3 8.3 4.2 509 bps 1.2 204 bps  9.3%, up 204 bps QoQ primarily tracking more than
anticipated drop in RM costs

Other Income 613 325 523 17.2 89 592.1  Other income came in much higher than estimates

Depreciation 723 663 756 -4.4 651 10.9

Interest 31 29 23 35.6 27 11.3 Interest costs were on expected lines

Total Tax 566.8 467.3 123.7 358.2 309.0 83.4

PAT 2,062 1,657 475 333.7 1,013 103.5 PAT came in h.igher than estimates tracking the beat
on margin profile

EPS 68.2 54.8 15.7 333.7 335 103.5

Key Metrics

ASP ) 551677 550,155 508,451 8.5 540,385 21 ASPs were broadly on expected lines and were up

2% QoQ at ¥ 5.52 lakh/unit
Discounts (%) 13,840 12,500 18,570 -25.5 12,750 8.5 QoQ higher discounts has a seasonality factor

Source: Company, ICICI Direct Research

Exhibit 3: Change in estimates

FY23E FY24E
(X Crore) Old New % Change Old New % Change Comments
Total Operating Broadly retain topline estimates. We expect topline at
Income 116,983 117,034 00 136,704 137,310 0.5 the company to grow at a CAGR of 25% over FY22-24E
EBITDA 9,895 10,475 5.9 13,355 14,459 8.3
EBITDA Margin (%) 8.5 9.0 49 bps 9.8 10.5 76 bps .Upgrade margin estimates tracking upbeat performance

in Q2FY23

PAT 7,154.3 7,096 -0.8 10,068 10,578 5.1

Earnings estimates undergo a minor change. We expect
EPS (%) 236.8 235 -0.8 333 350 5.1 earnings at the company to grow at a CAGR of 68%
over FY22-24E, albeit on a lower base

Source: ICICI Direct Research

Exhibit 4: Assumptions

Current Earlier Comments
FY18 FY19 FY20 FY21 FY22 FY23E FY24E FY23E FY24E
Marginally ~ upgrade  our  volume
Total Volumes (lakh units) 17.8 18.6 15.6 14.6 16.5 20.0 22.5 19.8 22.2 estimates tracking upbeat management
commentary on demand prospects and
Average ASPs (% lakh/unit) 439 4.46 459  4.57 5.07 5.58 583 565 588 record pending order book at the

company amounting to 4.1 lakh units
(as of September 2022 end). We expect

RMC/Unit ( lakh/unit) 309 324 345 349 4.00 4.29 4.43 439 453 total sales volumes at the company to
grow at a CAGR of 16.6% to 22.5 lakh
Discount (%/unit) 15,895 18,334 23,688 19,771 14,700 12,898 12,500 12,563 12,500 units by FY24E (near peak utilisation

levels)

Source: ICICI Direct Research

w

ICICI Securities | Retail Research



ﬂ Result Update | Maruti Suzuki ICICI Direct Research

Financial story in charts

Exhibit 5: Trend in topline and bottomline
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e ~ 230 3766 — »S FY22-24F on the back of 16.6% volume CAGR. PAT
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Source: Company, ICICI Direct Research

Exhibit 6: Trend in margins

16,000 - 105 ro 12
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<
g 8,000 - r 6z With benign raw material price outlook and
L2 6.000 - - operating leverage at play margin trajectory at MSIL
' -4 /s seen inching up to 10.5% by FYZ4E vs. 6.5% in
4,000 - Fyzz
2000 [ 2
FY20 FY21 FY22 FY23E FY24E
. FBITDA Margins (%)
Source: Company, ICICI Direct Research
Exhibit 7: Domestic vs. exports volume trend
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Source: Company, ICICI Direct Research
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Exhibit 8: Valuation summary
Sales Growth  EPS Growth PE EV/EBITDA RoNW RoCE

®cr) (%) () (%) (x) (x) (%) (%)
FY18 79,763 7.2 256 52 372 21.0 18.5 21.1
FY19 86,020 7.8 248 (29) 383 22.9 16.3 16.3
FY20 75,611 (12.1) 187 (24.7) 508 34.4 1.7 7.4
FY21 70,333 (7.00 140 (25.1) 67.8 45.6 8.2 43
FY22 88,296 255 125 (11.0) 762 43.0 7.0 5.1
FY23E 1,17,034 325 235 88.4  40.4 23.2 12.0 12,5
FY24E 1,37,370 17.4 350 43.1 211 16.4 16.0 16.7

Source: Company, ICICI Direct Research

Exhibit 9: MSIL currently trades at ~27x PE on FY24E EPS
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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) Fy21
Total operating Income 70,333
Growth (%) -1.0
Raw Material Expenses 50,817
Employee Expenses 3,403
Other expenses 10,767
Total Operating Expenditure 64,987
EBITDA 5345.3
Growth (%) -27
Depreciation 3,032
Interest 101
Other Income 2,946
PBT 5,159
Total Tax 930
Tax Rate (%) 18.0
PAT 4229.7
Growth (%) -25.1
EPS (%) 140.0

FY22
88,296
25.5
66,037
4,022
12,535
82,594
5701.2
7
2,787
126
1,794
4,582
816
17.8
3766.3
-11.0
124.7

FY23E
1,17,034
32.5
85,762
4,604
16,193
1,06,559
10474.7
84

2,809
113
1,554
9,106
2,010
22.1
7096.2
88.4
234.9

FY24E
1,37,370
17.4
99,513
5,047
18,351
1,22,911
14459.2
38

3,022
102
2,227
13,562
2,984
22.0
10578.3
49.1
350.2

Source: Company, ICICI Direct Research

Exhibit 12: Balance Sheet 3 crore

(Year-end March) FY21
Liabilities

Equity Capital 151
Reserve and Surplus 51,216
Total Shareholders funds 51366.8
Total Debt 489
Deferred Tax Liability 385
Others Liabilties 2,209
Total Liabilities 54449.5
Assets

Gross Block 32,896
Less: Acc Depreciation 17,641
Net Block 15254.5
Capital WIP 1,192
Total Fixed Assets 16,447
Investments 41786.7
Inventory 3,050
Debtors 1,277
Loans and Advances 23
Other Current Assets 2,725
Cash 3036.4
Total Current Assets 10,111
Creditors 10,162
Provisions 742
Other current Liabilities 4,715
Total Current Liabilities 15,618
Net Current Assets -5506.9
Other Assets 1,723
Application of Funds 54449.5

FY22

151
53,935
54086.0
382

0

2,295
56762.5

34,435
20,428
14007.6
2,639
16,647
40763.3
3,533
2,030
31
4,594
3036.2
13,224
9,761
861
6,010
16,632
-3407.8
2,760
56762.5

FY23E

151
58,766
58916.6
282

0

2,335
61533.1

39,574
23,236
16337.9
5,000
21,338
43513.3
3,848
3,206
40
5,504
3145.6
15,744
12,826
1,132
7,965
21,923
-6178.5
2,860
61533.1

FY24E

151
66,021
66172.0
182

0

2,375
68728.5

43,074
26,258
16815.7
7,500
24,316
48963.3
4,516
3,764
47
6,461
3433.4
18,221
15,054
1,328
9,350
25,732
-7510.9
2,960
68728.5

(Year-end March)

Profit after Tax

Add: Depreciation

Sub: Other Income

(Inc)/dec in Current Assets
Inc/(dec) in CL and Provisions
Others

CF from operating activities
(Inc)/dec in Investments
(Inc)/dec in Fixed Assets
Others

Add: Other income

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

CF from financing activities
Net Cash flow

Opening Cash

Closing Cash

FY21
4,230
3,032
2,946

113
4,429
101
8957.9
-4,762
-2,360
-749
2,946
-4924.4
0

383
-1,359
-41
-1018.3
3,015
21
3036.4

FY22
3,766
2,187
1,794
-3,113
1,014
126
2785.9
1,516
-2,986
-1,830
1,794
-1506.2
0

-107
-1,812
640
-1279.9
0
3,036
3036.2

FYZ3E
17,096
2,809
1,554

-2,411
5,291

113
11344.7
-2,500
-7,500
-310
1,554
-8756.3
0

-100
-2,266
-113
-2478.9
109
3,036
3145.6

FY24E
10,578
3,022
2,227
-2,189
3,809
102
13095.8
-5,200
-6,000
-310
2,227
-9283.2
0

-100
-3,323
-102
-3524.9
288
3,146
3433.4

Source: Company, ICICI Direct Research

Exhibit 13: Key ratios

(Year-end March)
Per share data (%)
EPS

Cash EPS

BV

DPS

Cash Per Share
Operating Ratios
EBITDA Margin (%)
PBIT / Net sales (%)
PAT Margin (%)
Inventory days
Debtor days
Creditor days
Return Ratios (% )
RoE

RoCE

RolC

Valuation Ratios (x)
P/E

EV / EBITDA

EV / Net Sales
Market Cap / Sales
Price to Book Value
Solvency Ratios
Debt/EBITDA

Debt / Equity
Current Ratio
Quick Ratio

FY21

140.0
240.4
1,700.4
45.0
1,443.6

1.6
3.3
6.0
15.8
6.6
52.7

8.2
4.3
24.2

67.8
45.6
3.5
4.1
5.6

0.1
0.0
0.6
0.4

FY22

124.7
216.9
1,790.5
60.0
1,393.3

6.5
3.3
4.3
14.6
8.4
40.4

7.0
5.1
24.5

76.2
43.0
2.8
3.3
5.3

0.1
0.0
1.0
0.6

FY23E

234.9
327.9
1,950.4
75.0
1,479.7

9.0
6.6
6.1
12.0
10.0
40.0

12.0
12.5
65.5

40.4
23.2
2.1
2.5
4.9

0.0
0.0
0.9
0.6

FY24E

350.2
450.2
2,190.5
110.0
1,661.4

16.0
16.7
105.0

211
16.4
1.7
2.1
4.3

0.0
0.0
0.9
0.6

Source: Company, ICICI Direct Research
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Exhibit 14: ICICI Direct coverage universe (Auto & Auto Ancillary)

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

(®) (%) Rating (¥ Cr) FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E
Apollo Tyre (APOTYR) 288 335 Buy 18,289 101 165 250 286 174 115 89 69 52 6.3 94 130 54 84 17
Ashok Leyland (ASHLEY) 149 180  Buy 43,614 18 1.7 48 807 872 312 450 274 156 21 16 177 02 65 171
Bajaj Auto (BAAUTO) 3674 3910 Hod 106315 1734 2002 2322 212 184 158 162 134 114 184 247 280 176 226 254
Balkrishna Ind. (BALIND) 1945 2550 Buy 37600 730 653 983 267 298 198 199 208 137 159 131 197 204 160 204
Bharat Forge (BHAFOR) 832 900 Bwy 38712 231 198 283 359 420 294 208 202 159 96 92 122 152 127 1641
Eicher Motors (EICMOT) 3,745 4170  Buwy 1,02351 61.3 101.8 1220 611 368 307 432 262 220 133 204 209 133 193 201
Escorts Kubota (ESCORT) 1,997 2390 Buy 26346 580 563 706 344 355 283 226 232 182 104 88 101 9.7 8.7 100
Hero Moto (HERHON) 2,651 2870 Hod 52,945 1238 1323 1682 214 200 158 132 115 96 163 187 218 157 161 194
M&M (MAHMAH) 1,314 1590  Buy 16335 414 487 606 31.8 270 217 225 180 142 93 114 139 131 135 149
Maruti Suzuki (MARUTI) 9,500 11,200  Buy 2,86,976 124.7 234.9 350.2 76.2 404 271 43.0 23.2 164 5.1 125 167 7.0 120 16.0
Uno Minda (MININD) 532 650  Buy 30417 62 100 136 85 531 391 350 269 214 102 134 169 103 145 167
Tata Motors (TATMOT) 410 530  Buy 157,066 -29.9 95 179 -137 430 229 69 57 42 48 82 145 -235 81 132

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours 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%
ﬁlclcn irect.com| N 1
Investaven uo Your Fingertips BH{JE{EE—‘
ICICI Securities Ltd. 7S STARMINE j
eCUf . @:m stAwerd2012 A/
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

1/We, Shashank Kanodia, CFA, MBA (Capital Markets), and Raghvendra Goyal, 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
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