Mahindra & Mahindra (vAHMAH)

Target Period: 12 months
November 13, 2022

CMP: % 1,287

Target: ¥ 1,590 (24%)

Capacity expansion plans to propel volume growth...

About the stock: Mahindra & Mahindra (M&M) is a conglomerate with a presence
in auto, IT, financial services, logistics, hospitality and real estate among others. At
standalone level it is India’s largest tractor manufacturer (41.5% H1FY23 market
share) second largest CV, fourth largest PV maker (27%, 8.7% H1FY23 market share).

e FY22 standalone revenue mix — ~62% automotive, ~34% tractors

Q2FY23 Results: The company posted steady Q2FY23 results.
e Standalone net sales rose 6.3% QoQ to ¥ 20,839 crore
e EBITDA margins at 12% were flat QoQ

e Standalone PAT for the quarter came in at ¥ 2,090 crore up 46.1% QoQ,
aided by higher other income amid dividend from investee companies

What should investors do? M&M's stock price has grown at ~12.8% CAGR from
~% 710 levels in November 2017, outperforming the wider Nifty Auto index.

e We retain BUY rating on the stock amid sturdy demand prospects across
M&M'’s product profile, record order-book, firm commitment towards the
EV space and gross margin expansion on the anvil starting Q2FY23

Target Price & Valuation: We value M&M at SOTP-based unchanged TP of ¥ 1,590
(8.5x FY24E standalone EV/EBITDA; 30% hold company discount to investments, ¥
225/share value accrued pursuant to recently equity raise for electric PV arm)

Key triggers for future price performance:

e  We build 22%, 29% total volume, sales CAGR, respectively, in FY22-24E on
healthy order book, upcoming strong product launches in EV, ICE

e With operating leverage benefits at play, improving product mix, softening
of commodity and focus on cost optimising; we expect 13.5% EBITDA
margins and ~16% standalone RoCE by FY24E

e Continued focus on prudent capital allocation (>18% RoCE), leadership
position in E-3-W space along with increasing market share in LCV space &
revival of rural demand to act as structural positives

e Expanding capacities across models to fulfil current pending order book

Alternate Stock Idea: Apart from M&M, in our coverage we like Maruti Suzuki.

e Best placed to play upon the under-penetrated PV space domestically

e BUY with target price of ¥ 11,200

Key Financial Summary

. 5 year CAGR
Particulars FY19 FY20 FY21 FY22 (FY17-22)
Net Sales 53,614.0 45,487.8 44,629.9 57,446.0
EBITDA 6,639.6 5,798.0 6,957.5 7,042.3 9.3%
EBITDA Margins (%) 12.4 12.7 15.6 12.3
Net Profit 4,796.1 1,330.4 984.2 4,935.2 6.3%
Adjusted Net Profit 4,818.6 2,190.4 2,303.2 5,100.4 9.6%
EPS (%) 40.2 11.2 8.2 41.4
P/E 32.0 115.4 156.0 31.1
RoNW (%) 14.1 6.4 6.6 13.1
RoCE (%) 12.3 8.8 10.0 9.3
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Particular Amount
Market Capitalization ( crore) 1,60,000
Total Debt (FY22, % crore) 6,490
Cash and Inv (FY22, % crore) 11,552
EV (% crore) 1,54,937
52 week H/L (%) 1,367/ 671
Equity capital (% crore) (FY22) 598 2
Face value (%)

Shareholding pattern
Dec-21 Mar-22 Jun-22 Sep-22
Promoter 19.5 19.5 19.5 19.4

Fil 38.7 373 379 38.3
DIl 21.8 288 289 28.5
Other 141 144 137 13.8
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Recent event & key risks

Posted steady Q2FY23 results

e Key Risk: (i) Supply chain issues
limiting ramp up in volumes over
FY23-24E, (ii) Currency headwind
(rupee depreciation) limiting

margin recovery

Research Analyst

Shashank Kanodia, CFA
shashank.kanodia@icicisecurities.com

Raghvendra Goyal
raghvendra.goyal@icicisecurities.com

2 year CAGR

FY23E FY24E (FY22-24E)

81,450.6 95,775.9 29.1%

9,946.4 12,957.5 35.6%
12.2 13.5

6,528.9 8,591.3 31.9%

6,749.5 8,591.3 29.8%
54.7 72.0
23.5 17.9
15.4 17.1
13.0 16.2

Source: Company, ICICI Direct Research
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0 Result Update | Mahindra & Mahindra

Key takeaways of recent quarter & conference call highlights

Q2FY23 Results:

M&M’s automotive revenues rose 19.7% QoQ to X 14,725 crore amid 17.1%
QoQrrise in volumes at ~1.8 lakh units & 2.2% ASP growth to ¥ 8.2 lakh/unit.
Tractor revenues de-grew 17.2% QoQ to ¥ 5,538.1 crore tracking 21% QoQ
volume de-growth at 93,540 units (seasonality impact) and 5% QoQ
increase in ASPs at ¥ 5.9 lakh/unit

Standalone EBITDA in Q2FY23 was at ¥ 2,496 crore with attendant EBITDA
margins at 12% (flat QoQ). Gross margin remained flat QoQ. For Q2FY23,
automotive segment posted ~42 bps increase in EBIT margins QoQ to 6.1%
while tractor segment EBIT margins grew ~42 bps QoQ to 16.4%

PAT for the quarter came in at ¥ 2,090 crore, up 46.1% QoQ

Q2FY23 Earnings Conference Call highlights

Outperformance during the quarter was led primarily by auto segment,
which witnessed robust demand especially for new Scorpio-N

M&M continues to counts itself as market leader in SUV space with Q2FY23
revenue market share pegged at 19% vs. 17.1% in Q1FY23. Also, it
continues to dominate electric 3-W space with 67.2% market share. On
tractor front, M&M domestic market share was at 41.5%, up 50 bps YoY

During the quarter, the company witnessed highest ever quarterly volumes
in both domestic and export market (across auto as well as farm side)

M&M continued to remain focused toward margin improvement targets in
automotive division by 3% given in Q3FY22 and has improved the same by
2.4% till date

The company said 53,000+ booking were received during September 2022
with current order-book (as of November 1, 2022) pegged at 2.6 lakh units

Mé&M is likely to launch five door Thar in CY24E along with various special
edition models for existing Thar

The management continues to maintain its guidance with respect to growth
in tractor industry by mid-single digit in FY23 (~5-6%+) amid healthy
reservoir levels and ~7-8% CAGR in the longer term i.e. seven to eight years

Price hike taken in tractor was ~2% in July 2022 and ~1% in November
2022. For auto space, price hike taken during the quarter was ~1.5-2%

Peer comparison

Exhibit 1: ICICI Direct coverage universe (4-W OEMs, tractor OEM's)

CMP TP  Rating Mcap  Total lakh volumes EBITDA margi
Company
Z 4 Tcrore FY22 FY23E FY24E FY22 FY23E
M&M (MAHMAH) 1,287 1,590 Buy 1,60000 82 107 121 123 122
Maruti Suzuki (MARUTI) 9,109 11,200 Buy 275,165 16.5 20.0 22.5 6.5 9.0
Tata Motors (TATMOT) 423 465 Hold  1,61,967 1.3 9.6 10.7 122 103
Escorts (ESCORT) 1,981 2,330 Buy 26,133 0.9 1.0 1.1 133 9.8

ICICI Direct Research

n(%)
FY24E
13.5
10.5
12.7
12.0

M&M's performance is not strictly comparable on
YoV basis as it has restated base quarter numbers
pursuant to absorption of MVML into M&M

The company continues to remain positive in auto space
and has planned series of product launches to keep
customers interested and line-up refreshed

BS VI Phase 2 norms the increase in cost of vehicles is
pegged at ~< 9,000-15,000 depending upon models

M&M is not lowering price in LCV space to gain market
share

The management informed about commodity cost
benefit to come in effect from Q3FY23 onward's

For XUV 300, petrol mix was at ~50% whereas for
models like XUV 700, That, Scorpio it was at ~20-25%.

The company remains committed towards it RoCE target
of 18% through greater focus on cost control measures
& better profitable growth at its international farm
subsidiaries

RoCE (%) P/E
FY22 FY23E FY24E FY22 FY23E FY24E
93 130 162 311 235 119
51 125 167 731 38.8 26.0
48 44 1.9 (142) (18.9) 516
104 7.8 100 341 4.5 213

Source: Company, ICICI Direct Research,; Note — Total volumes above are for Tata Motors’ Indian operations and Escorts’ tractor division

We believe M&M’s renewed pivot towards efficient capital allocation (vision for >18% RoCE at consolidated level) and
aggressive EV launch pipeline are structural positives. Its standalone return ratios look optically muted vs. peers due to high
quantum of investments in subsidiaries (listed and unlisted).

ICICI Securities | Retail Research



” Result Update | Mahindra & Mahindra ICICI Direct Research
Exhibit 2: Strong order backlog of 2,60,000+ units

Highest Ever Monthly Bookings — 53k+ (Sept’'22)
Maintained Strong Pipeline with highest ever Sales

4 I§_kqp,eri baokings* 80k open bookings ~20k open bookings' 13kopen bookings 130k opeﬁ bookings

111k per month 4.9k per month | | 8.35_: per month

SCORPIO-N (incl
Classic) = a»

XUV300 O _BOLERO (inc

Open Bookings as on 15t Nov'22: 260k

Source: Company, ICICI Direct Research

Exhibit 3: Prudent capacity expansion plans

Per Month Capacity Exit Capacity Exit Capaciy Exit Capacity Exit Capacity

Thar Family 4k 6k bk +
XUV3OO & XUv400 5k 7.5k 9.5k (Q3 F24) +
XUV70O 6k 6k 10k (Q3 F24) =
Bolero Family 9.5k 2.5k 2.5k =
Scorpio-N - 6k 10k =
Scorpio Classic (incl IO PU) 5.5k 5.5k 5.5k =
BEVs - - - +
Overall SUVs Capacity* 29k 39k 49k

The above capacity is being built for:

= Cater to continued robust demand for new launches

= Clear existing bookings, Reduce waiting period for the new launches
= Export upside

= Gearing up for EVs

Source: Company, ICICI Direct Research

Exhibit 4: LCV market share movement
LCV <3.5T MS Growth

46.9%

Q2 F22 Q3 F22 Q4 F22 Q1 F23 Q2 F23
LCV 0-2T MS Growth LCV 2-3.5T MS Growth
60.0% 60.3%
24.4% 58.4%
19.3% 19.3% 52.2%
16.3% 16.9% 49.1%
Q2 F22 Q3 F22 Q4 F22 Q1 F23 Q2 F23 Q2 F22 Q3 F22 Q4 F22 Q1 F23 Q2 F23

Source: Company, ICICI Direct Research
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ﬂ Result Update | Mahindra & Mahindra ICICI Direct Research
Exhibit 5: Variance Analysis

Q2FY23 Q2FY23E Q2FY22 YoY (%) Q1FY23 QoQ (%) Comments
Total Operating Income 20,839.3 20,815.9 13,305.4 56.6 19,612.6 6.3 Topline was broadly in line with our estimates
Raw Material Expenses 15,949.0 15,900.4 9,680.8 64.7 15,024.0 6.2 RM costs was largely flat QoQ at 76.5% of sales
Employee Expenses 912.9 853.5 796.5 14.6 836.2 9

Other expenses 14811 15196  1,168.2 268 1,411.4 49 Other expenses came in a tad lower at 7.1% of
sales, down 10 bps QoQ
EBITDA 2,496.4 2,542.5 1,659.8 50.4  2,341.0 6.6
EBITDA margins came in marginally lower than our
EBITDA Margin (%) 12.0 12.2 12.5 -50 bps 11.9 4bps  estimates tracking sequential growth in employee

costs which for Q2FY23 stood at 4.4% of sales

Other income 1,325.9 1,050.1 1,104.8 20.0 238.6 455.7
Depreciation 775.6 701.4 580.7 33.6 680.6 14.0
Interest 63.7 61.1 42.5 50 69.8 -9  Interest expense was broadly on expected lines
Tax 645.2 713.2 454.8 41.9 358.1 80.2
PAT 2,089.9 2,116.9 1,431.7 46.0 1,430.2 46.1 PAT came in line with estimates at ~% 2,100 crore
EPS 17.5 17.7 12.0 46.0 12.0 46.1
Key Metrics
Auto segment revenues came in marginally lower
Auto revenues [ crore)  14,725.0  14,985.4  7,917.1 86.0 12,306.3 1g7 tracking lower than anticipated ASP's, which for the

quarter stood at ¥ 8.2 lakh/unit, up 2.2% QoQ vs. our
expectation of T 8.34 lakh/unit
Tractor segment revenues came in higher tracking
FES revenues (3 crore) 5,5638.1 5,305.8 4,903.3 12.9 6,688.6 -17.2  higher than anticipated ASPs, which for the quarter
were at T 5.9 lakh/unit, up 4.9% QoQ
Source: Company, ICICI Direct Research, Pl Note: Q1FY23 numbers have not been reinstated to reflect merger of MVML into M&M

Exhibit 6: Change in estimates

FY23E FY24E
(X Crore) Old New % Change Old New % Change Comments

Upgrade our volume and ASP estimates with consequent
Revenue 76,520 81,451 6.4 87,503 95,776 9.5 single digit rise in our revenue estimates. We expect
revenues to grow at a CAGR of 29.1% over FY22-24E

EBITDA 8,801 9,946 13.0 11,100 12,957 16.7

EBITDA Margin Upgrade margin estimates tracking commodity costs
11.5 122 71 b 12.7 13.5 84 b

(%) ps ps decline benefits which will start to accrue from Q3FY23

PAT 5,814 6,529 12.3 7,231 8,591 18.8

Upgrade in our sales and margin estimates leads to
EPS R) 48.7 54.7 12.3 60.6 72.0 18.8  double digit upgrade in earnings. We expect earnings at
the company to grow at a CAGR of 31.9% over FY22-24E

Source: ICICI Direct Research

Exhibit 7: Assumptions

Current Earlier Comments
Units FY19 FY20 FY21 FY22 FY23E FY24E FY23E FY24E

Automotive volumes  6,08,597 4,76,043 3,52,281 4,65597 6,94,722 8,05546 6,47,880 7,24,679 Updrade our volume estimates tracking upbeat

demand prospects, healthy order book and
Automotive ASPs (%) 5,80,892 5,96,766 7,10,075 7,64,323 8,22,049 8,557,072 820,692 855496 i cremental capacities in place. We expect

FES Volumes 3,30,436 3,01,915 3,54,498 3,54,678 3,79,883 4,06,474 3,73,638 3,99,990 total volumes to grow ata CAGR of 21.6% over
FY22-24E wherein Auto segment volumes are

FES ASPs (%) 510679 510,158 519,983 557,318 580,815 600504 568253 584,026 een growing 31.5% CAGR while farm segment

Total Volumes 9,39,033 7,77,958 7,06,779 8,20,275 10,74,604 12,12,021 10,21,517 11,24,669 volumes are seen growing 7.1% CAGR in the
same period

Source: ICICI Direct Research

D
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Financial story in charts

Exhibit 8: Topline trend

1,20,000 - - 50
1,00,000 - {18 - 40
28.7 r 30
80,000 - We expect sales to grow at 29.1% CAGR in FY22-
g 60000 - 176 0 _ 24F amid 21.6% blended volume CAGR
s 8
(2 = 10
40,000 -+ - <
x -4(1.9) 3 ® I
=
20,000 1 § = L (10)
(15.2)
-4 . . . . - (20)
FY20 FY21 FY22 FY23E FY24E
mmmm Total Operating Income Growth (%)

Source: Company, ICICI Direct Research

Exhibit 9: EBITDA and EBITDA margin trend

14,000 - - 16
15.6
12,000 -
L 14
10,000 - - 13.5
T 8000 7 127 12.3 12.2 . We build in 12.2% & 13.5% as EBITDA margins in
5 6000 - - < FY23E and FY24E, respectively
>
4,000 - 2 g ~ 10
2 S [
2,000 -
- T T T T T r 8
FY20 FY21 FY22 FY23E FY24E
= [BTDA EBITDA Margins (%)

Source: Company, ICICI Direct Research

Exhibit 10: Profitability (adjusted PAT) trend

10,000 - - 140
9,000 - 121.4 120
8,000 - 100
7,000 A - 80 Adjusted PAT is expected to grow to 78,591 crore
__ 6,000 - - 60 by FY24E
5 5000 -
5 131 99 &
™ 4000 - 52 -
3,000 H L (20)
2,000 - L (40)
1000 - 545 IS 8 L (60)
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FY20 Fy21 FY22 FY23E FY24E
. PAT Growth (%)

Source: Company, ICICI Direct Research
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Exhibit 11: Return ratios trend

18 -
16 1
14 1
12 A RoF profile at M&M is seen improving fo ~17%
= 10 4 levels (on standalone basis) gradually by FY24F

8
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4 |
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FY20 FY21 FY22 FY24E

® RoCE

Source: Company, ICICI Direct Research

Exhibit 12: Valuation matrix (SOTP Valuation)
Valuation Matrix (SOTP)

Automotive Business (UV+PV+CV+Tractors) Zcrore Z/share Remark
Standalone business

FY24E EBITDA 12,957
Assigning EV/EBITDA Multiple of 8.5x 8.50

Enterprise Value 1,10,138 926

Net Debt (FY24E) (7,582) -64

Value of Standalone Business 1,17,720 990

Valuation Pegging of electric PV business at lower valuation band 26,961 225

(@%1,925 crore for 4.76% stake) & 30% holding company discount '

Total value of automobile business including electric PV company (A) 1215

. . M&M  Co's Market  Contribution to
Value of Investments (listed companies) stake Capitalisation MEM Remark
(%) ¥ crore Tcrore  I/share

Tech Mahindra 26 1,02,900 26,754 224 Current market cap
M&M Financial Services 52 27,801 14,501 122 Current market cap
Mahindra Life space 52 6,350 3,270 27  Current market cap
Mahindra CIE 9 11,025 1,020 9  Current market cap
Mahindra Holidays & Resorts 67 5,445 3,664 31 Current market cap
Mahindra Logistics 58 3,635 2,119 18

Other subsidiaries & investments 11,787 99

Total Value of subsidiaries & associates (B) 63,116 529

Value of investments post 30% holding company discount (C = 0.7*B) 375

M&M Target Price (value of equity per share , A+C) 1,590

Source: ICICI Direct Research

Exhibit 13: Valuation Summary

Sales Growth EPS Growth PE EV/EBITDA  RoNW RoCE

() %) R (%) (x) (x) (%) (%)
FY19 53,614 0.1 40.2 147 319 235 14.1 12.3
FY20 45,488 (15.2) 11.2 (723) 701 21.0 6.4 8.8
FY21 44,630 (1.9 82 (26.0)  66.7 22.5 6.6 10.0
FY22 57,446 287 414 NM 301 22.0 13.1 9.3
FY23E 81,451 418 547 323 227 15.5 15.4 13.0
FY24E 95,776 7.6 72.0 316 17.9 11.8 17.1 16.2

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 6
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Financial Summary

Exhibit 14: Profit and loss statement % crore @ Exhibit 15: Cash flow statement g crore

(Year-end March) FY21 FY22 FY23E FY24E (Year-end March) FY21 FY22 FY23E FY24E
Total operating Income 44,629.9 57,446.0 81,450.6 95,775.9 Profit after Tax (adj) 4,071.5 4,935.2 6,528.9 8,591.3
Growth (%) -1.9 28.7 41.8 17.6 Add: Depreciation 2,369.9 2,451.1 2,932.2 3,352.2
Raw Material Expenses 30,176.6  42,341.6 62,045.2 72,224.9 (Inc)/dec in Current Assets -1,212.2  -4,437.6  -5,155.7 -3,233.0
Employee Expenses 3,252.0 3,306.0 3,594.0 3,889.2 Inc/(dec) in CL and Provisions 5,579.2 2,492.3 5,219.1 3,797.8
Other Expenses 4,243.9 4,756.2 5,864.9 6,704.3 CF from operating activities 10,808.4 5,441.0 9,524.5 12,508.2
Total Operating Expenditure ~ 37,672.4  50,403.7 71,504.2 82,818.5 (Inc)/dec in Investments -4,931.8  -3,327.2 -500.0 -1,100.0
EBITDA 6,957.5 7,042.3 9,946.4 12,957.5 (Inc)/dec in Fixed Assets -6,102.6  -3,881.1 -6,000.0 -7,000.0
Growth (%) 20.0 1.2 41.2 30.3 Others -1,708.8 1,120.5 -122.5 -73.1
Depreciation 2,369.9 2,451.1 2,932.2 3,352.2 CF from investing activities (12,743.2) (6,087.9) (6,622.5) (8,173.1)
Interest 396.3 223.0 255.7 193.6 Issue/(Buy back) of Equity 0.9 0.8 0.0 0.0
Other Income 1,199.5 2,075.9 2,076.2 2,073.9 Inc/(dec) in loan funds 4,594.3 -1,172.4 -750.0 -1,800.0
PBT 5,390.8 6,444.1 8,834.6  11,485.6 Dividend paid & dividend tax -1,043.9 -1,378.0 -1,670.3 -2,147.5
Others (incl exceptional iter 3,087.3 208.7 41.0 247.9 Others 542.0 451.8 0.0 0.0
Total Tax 1,319.3 1,300.2 2,016.9 2,894.4 CF from financing activities 4,093.3 (2,097.7) (2,420.3) (3,947.5)
PAT 984.2 4,935.2 6,528.9 8,591.3 Net Cash flow 2,158.6  -2,744.6 481.7 387.7
Adjusted PAT 2,303.2 5,100.4 6,749.5 8,591.3 Opening Cash 4,236.4 6,395.0 3,650.4 4,132.1
Growth (%) -26.0 401.5 32.3 31.6 Closing Cash 6,395.0 3,650.4 4,132.1 4,519.8
EPS (%) 8.2 41.3 54.7 72.0 Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

Exhibit 16: Balance Sheet % crore M Exhibit 17: Key ratios

(Year-end March) FY21 FY22 FY23E FY24E (Year-end March) FY21 FY22 FY23E FY24E
Liabilities Per share data (%)

Equity Capital 597.4 598.2 598.2 598.2 EPS 8.2 1.4 54.7 72.0
Reserve and Surplus 34,353.6  38,362.7 43,221.3  49,665.1 Cash EPS 28.1 61.9 79.3 100.1
Total Shareholders funds  34,951.0 38,960.9 43,819.5  50,263.3 BV 293.0 326.6 367.3 421.3
Total Debt 7,662.3 6,490.0 5,740.0 3,940.0 DPS 8.8 11.6 14.0 18.0
Deferred Tax Liability 1,449.7 1,700.8 1,700.8 1,700.8 Cash Per Share 91.2 96.8 96.7 96.6
Others 1,985.5 1,970.2 2,793.5 3,284.8 Operating Ratios (%)

Total Liabilities 46,048.5 49,121.8 54,053.7 59,183.8 EBITDA Margin 15.6 12.3 12.2 13.5
Assets PBT / Net sales 10.3 8.0 8.6 10.0
Gross Block 28,496.7  33,485.1 40,503.3  48,503.3 PAT Margin 2.2 8.6 8.0 9.0
Less: Acc Depreciation 16,485.4  18,936.5  21,868.7  25,220.9 Inventory days 39.1 37.4 35.0 35.0
Net Block 12,011.3 14,548.6  18,634.6  23,282.4 Debtor days 18.0 19.3 20.0 20.0
Capital WIP 6,125.4 5,018.2 4,000.0 3,000.0 Creditor days 87.0 81.9 75.0 75.0
Total Fixed Assets 18,136.7 19,566.8  22,634.6  26,282.4 Net Working Capital days -29.9 -25.3 -20.0 -20.0
Other investments 17,291.8 17,207.8 18,207.8 19,707.8 Return Ratios (% )

Liquid Investments 4,490.8 7,902.1 7,402.1 7,002.1 RoE 6.6 13.1 15.4 17.1
Inventory 4,783.0 5,882.9 7,810.3 9,184.0 RoCE 10.0 9.3 13.0 16.2
Debtors 2,202.8 3,035.1 4,463.0 5,248.0 RolC 15.8 14.1 18.2 21.5
Loans and Advances 284.5 1,845.5 2,616.7 3,076.9 Valuation Ratios (x)

Other current assets 1,887.9 2,462.7 3,491.7 4,105.8 P/E 156.0 31.1 235 17.9
Cash 6,395.0 3,650.4 4,132.1 4,519.8 EV / EBITDA 22.5 22.0 15.5 11.8
Total Current Assets 16,322.5  18,015.5  23,652.9 27,2735 EV / Net Sales 35 2.7 1.9 1.6
Creditors 10,642.7 12,893.5 16,736.4  19,680.0 Market Cap / Sales 3.6 2.8 2.0 1.7
Provisions 492.2 453.6 588.8 692.4 Price to Book Value 4.4 3.9 3.5 3.1
Total Current Liabilities 11,1349  13,347.2  17,325.2  20,372.4 Solvency Ratios

Net Current Assets 5,187.5 4,668.3 6,327.7 6,901.2 Debt/Equity 0.2 0.2 0.1 0.1
Application of Funds 46,048.5 49,121.8 54,053.7 59,183.8 Current Ratio 0.7 0.8 0.9 0.9
Source: Company, ICICI Direct Research Quick Ratio 0.3 0.5 0.5 0.5

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 7
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Exhibit 18: ICICI Direct coverage universe (Auto & Auto Ancillary)

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

(] () Rating (RCr) FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E
Apollo Tyre (APOTYR) 290 335 Buy 18404 101 165 25.0 288 175 11.6 8.9 6.9 5.2 6.3 94 130 5.4 84 117
Ashok Leyland (ASHLEY) 148 185  Buy 43,321 1.8 2.1 58 802 553 256 447 214 134 21 115 209 0.2 100 20.0
Bajaj Auto (BAAUTO) 3,731 3910 Hold 1,07,958 1734 2002 2322 215 186 161 165 136 11.6 184 247 280 176 226 254
Balkrishna Ind. (BALIND) 1,888 2550 Buy 36498 73.0 653 983 259 289 192 193 202 133 159 131 197 204 160 204
Bharat Forge (BHAFOR) 880 900 Buy 40970 231 198 283 380 445 311 219 213 167 9.6 92 122 152 127 161

Eicher Motors (EICMOT) 3519 4310 Buy 96174 61.3 101.4 1246 574 347 282 404 244 197 133 205 216 133 192 204
Escorts Kubota (ESCORT) 1,981 2330 Buy 26133 580 478 725 341 415 273 224 257 184 104 78 100 97 84 104

Hero Moto (HERHON) 2,665 2910 Hold 53220 1238 1380 1782 215 193 150 133 11.3 89 163 194 239 157 168 206
M&M (MAHMAH) 1,287 1,590 Buy 160,000 414 547 720 311 235 179 220 155 118 93 130 162 131 154 111
Maruti Suzuki (MARUTI) 9,109 11,200 Buy 275165 1247 2349 3502 731 388 260 409 220 156 51 125 167 7.0 120 16.0
Uno Minda (MININD) 560 650 Buy 32018 62 104 144 900 540 389 368 280 21.8 102 135 169 103 149 174
Tata Motors (TATMOT) 423 465 Hold 161,97 -299 -223 82 -142 -189 516 70 74 49 48 44 19 -5 213 12

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%;

oSell: <-15%
7 | iy
ICICI direct.com| INO 1 ‘
In.lllmlnll;)'::'vul Fingertips | B H 0 E-{ E R \ ;
ICICI Securities Ltd. |[@ 755 a8mine ) 1
| Analyst Award 2012 L;
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 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
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 g lly 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 busi 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
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 expressed 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 or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past

twelve months.

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 and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one percent or more or other material
conflict of interest 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 us

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 a
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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