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Secto r :  Au to mo b il es  

Mahindra CIE  

 

Jin e sh  G an d h i  – Resear c h  An alyst  ( Jin e sh @Mo ti la lOs wa l.c o m)  

R e sear c h  An alyst :  Am b e r  Sh u kla  ( A mb er.Sh u k la @ M o ti lal O s wal.co m )  | An ike t De sai ( An ik et . De sai @ Mo tila lO swal.co m)  
 I n vest or s ar e ad vised to  r ef er  th r ou gh  i mpor tant d i scl osu r es mad e at th e l ast  p age of  th e Resear ch  Rep or t.  

Mot ila l Os wal  res e arch is  avai l able  o n w ww .m ot ila los wal. co m/Ins ti tu ti ona l - E q ui tie s , B lo o mbe rg , Th oms on Re ute rs , Fact s e t and S&P C ap ita l.  

 

  
  

BSE  SE NSE X  S&P  C NX    CMP : INR 3 1 3  TP : INR 3 60  ( + 1 5 % )  Buy  
60 , 567  1 8 , 015  

 
 

 
 
 

 

Blo o mberg  MACA IN  

E quity S hares ( m)  379  

M.Cap.( INR b) /( USDb
)  

118.7 / 1.4  
52 - W eek R ange  
( INR )  

345 / 164  

1, 6, 12 R el. P er (% )  10/27/34  

12M Avg V al (I NR  M)  193  

Free flo at ( % )  25.0  

 
Finan cia ls &  Valuat ion s  (INR b )  

Y/E  M ARC H  C Y22E  C Y23E  C Y24E  

Sales  107.3  120.2  130.9  

E BI T DA  ( %)  11.5  13.1  14.0  

Adj. P AT  7.0  8.7  10.5  

Adj E PS (I NR )  18.5  23.1  27.7  

E PS Gr (% )  33.3  25.3  20.0  

BV /Sh ( INR )  152  171  193  

Ratios  
   

R o E  (% )  12.7  14.3  15.3  

R o CE  (% )  10.4  11.8  12.8  

Pa yo ut (% )  17.0  16.7  16.7  

Valuat ions  
   

P/ E  ( x)  1 7.0  13. 6  11. 3  

P/ BV  ( x)  2.1  1.8  1.6  

Div. Y ield ( % )  1.0  1. 2  1.5  

FCF Y iel d ( % )  0.6  4. 1  7. 6  
 

Sh ar e h o ld in g p att e r n  ( % )  

As O n  Se p - 22  Jun - 22  Se p - 21  

Pro mo ter  75.0  74.9  72.2  

DII  7.7  8.1  7.8  

FII  7.3  6.9  10.5  

O thers  10.1  10.2  9.5  

FII Inc lud es d epo sito ry rec e ipts  
 

Stock Pe r f or mance  (1 - y e ar )  

 
 

 Fo c us on profi tabi li ty, c apital  al lo c atio n   
Str on g tr act ion  i n I nd i a b u sin ess | EV or d er wi n s gai n i n g momen tu m   
 

We m e t th e  m an age m e n t o f M ah in d r a C IE ( M ACA) to  le ar n  m o r e  ab o u t 1 ) i ts d e c isio n  

to  se ll G e r m an  C V fo r gin g o p e r ation s an d  its im p lic ation s o n  o p er ation al/ fin an c ial s , 2 )  

th e  company’s key focus areas in terms of geography and product, 3 ) fact o r s le ad in g 

to  m ar gin  e xp an sio n  in  t h e  ne ar  t o  m e d iu m t e r m ,  an d  4 ) foc u s ar e as in  EVs an d  

d e tails o f  o r d e r  win s .  We b e li e ve  t h e  p r op o sed  sale  o f i ts Ge r m an  C V fo r gin g 

o p e r ation s is a  p o sitive  d e ve l o p m e n t for M ACA  as it wi ll r e su lt in  a b e tt e r  fin an c ial 

p e r for m an c e ( p r o fitab ility im p r o ve m e n t and  d e bt r e du c tion ) an d  fr e e  u p  

m an age m e n t s b an d wid th . Moreover, management’s focus on profitability has 

inte n sifie d  fu r th e r ,  as it h as b e c o m e  sel e c tive  in  t e r m s o f o r d e r  ac c ep tan c e  ( to  o n ly 

c o n sid e r  o rd e r s with  R o I  > 20 % ) an d  in ve stm e n ts in  h igh  valu e - ad d e d  p r o du c ts. We 

believe MACA’s growth story is on track, led by its organic initiatives (new 

prod uc ts/ c u sto m er s) an d  M&A foc u s (ad d in g n e w te c h n o lo gie s) . Under CIE’s 

paren tage, M ACA h as b e e n  ab le  t o  im p r o ve  its e ffic ie n c ie s , c u t c o sts, an d  im p r o ve  

p r o fitab ilit y. Th e  st o c k tr ad e s at  1 3. 6 x/1 1 .3 x CY 2 3 E / C Y2 4 E c o n solid ate d  EPS. We 

maintain our Buy rating with a TP of INR360 (~13x Dec’24E consolidated EPS).  
 

 Sal e of MFE G ermany —A step i n  ri g ht di r ec ti on :  MACA’s board has 

appro v ed t o sell  its Germ an Fo rging o peratio n  (M ahindra Fo rgings E uro pe 

AG -  M FE) ,  which supplies fo rging parts to  the E uro pean t rucking industry . 

Ho wev er, t he c om pany  w ill c o ntinue to  f ocus o n t he other part o f the 

business ,  which  supplies forging parts t o t he light vehicle industry from  its 

o wn plant and subsidiaries in E U. We believ e t his sale should help t he 

com pany  im prov e  its co nsolidate d financials  (M FE ha d bee n co nsistently 

incurr ing lo ss at P AT lev el ;  EUR22 .6m  c um ulativ e lo ss o ver CY1 8 - 2 1) and 

stre ngthen  its fo cus o n the light v ehicle industry ,  which is go ing t hro ugh a  

rapid  transitio n to E Vs. M FE co ntribute d ~2 0% o f co nso lidate d revenue in 

CY21  and re po rted an average EBITD A m argin o f ~3 % o ver CY1 7 - 2 1 (v s 

~1 2%/11 % fo r India/ EU o peratio ns).  Assum ing t his transactio n go es 

thro ugh, o ur CY2 3 E/ CY2 4E co nso l rev enue/ EBITD A / PAT w ill see  

do wngrade o f 1 6 % / 7 %/ 3 %, w hereas  EBITD A m argins will be higher by  

1 60 bp to  14 .7 %  in CY23 E. The  sale will  reduce net debt by  ~E UR5 0m  

( INR4 .4b )  v s  net  debt of  INR6 .8b in CY21 . Hence, we  believe the t ransactio n 

is crucial fo r the im prov ement o f the company’s overall perfo rm ance.  Also , 

co nso l Ro E will see substantial im pro vem ent, t ho ugh benefit w ill depend 

o n sale co nsideratio n.  

 Foc us  on profi tabl e g r ow th ov er  s al es :  M anagem ent reite rated its focus o n  

pro fitabl e  gro wth with an aim  to  achieve EBITD A m argin o f o ver ~1 5% in 

the near te rm  (v s ~12 % in CY21 ). To  achieve this  m argin , t he co m pany  will 

so lely  accept o rders with the thresho ld m argin lev el  and is w illing to  let go 

o f not so  pro fitable o ppo rtunities . Mo reov er, the company  e xpects  EBITD A 

m argin in the dom estic m arket  to e xpand to  1 7 - 1 8% (witho ut assum ing RM 

decline)  o ver t he next 2 - 3  years v s ~1 3% in CY21 ,  driv en by  increase in  

v alue add  and o perating lev erage .  This  wo uld be suppo rted by  new o rders 

com ing at  higher m argins/Ro I.  
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 Wel l  plac ed t o outper for m domest ic  market l ed by heal thy  or der  book :  L ed by 

go o d o rder boo k and stro ng t ractio n in new order wins, M ACA is co nfident to  

o utperfo rm  t he dom estic auto  industry  by ~10 %. Co nsidering st ro ng dem and in 

India, it is prioritizing dom estic dem and o ver expo rts. Co nsequently , ex po rt m ix 

m ay no t increas e to  targeted 20 % from  1 2 - 1 3% currently . The dem and situatio n 

in E uro pe is st ill uncertain; ho wev er, despite m acro  headwinds, o rder schedules 

rem ain stro ng. Mo reo ver, in t he lo ng run, t he com pany  sho uld co ntinue to  

accrue benefits o f being a lo w - co st suppl ier and factors like the ‘China- plus - o ne 

strategy’, especially in segments like gears and magnetics.   

 Foc us  on r educi ng  i nv estments  wi th l ar g e part of c apex to be all oc ated t o the 

I ndi an bus i ness : T he c om pany  reiterated its capex  guidance o f 5% o f 

co nso li date d revenue, wherein a large part o f it wo uld be allocate d to  the  Indian 

business. As part o f the capex  plan  fo r the dom estic market , t he com pany is 

adding c apacity/ ram ping up its o peratio ns acro ss its business divisio n s: 1 ) Ge ars  

-  a dded new  capacity  in  Rajko t in CY2 1  and no w t he transitio n is undergo ing 

fro m its P une plant , 2 )  Fo rging  – ramp - up in warm  fo rging in Chakan, 3 ) Bill 

Fo rge  – ram p - up in CIE Hosur plant, 4 )  Castings  -  adding new  c asting lines ,  and 5 ) 

M agnet ics  -  do ubling c apacity  o ver  1 - 2  y ears. In E uro pe the com pany w ill o nly 

incur m aintenance capex  ( 1 .5 - 2% o f revenue ) . Fo r its M et alcaste llo  business, t he 

com pany  lo ok s  fo rward to  debo tt leneck ing ,  which should generate 15 - 20 % o f 

additio nal capacity .  While m ultiple OEMs are appro aching M ACA fo r c apacity  

ex pansio n, the com pany  will  o nly comm it capex after ram p - up in the ex isting 

capacities fo r these OEM s .   

 N ew  or der  w i ns i n domesti c  EV i ndus tr y :  As t he transitio n happens from  ICE t o 

EV, 65 % o f the parts wo uld re main  fuel  agno stic. The rem aining 35% o f t he 

com po nents include parts such as battery ho using, batt ery  t ray  and batte ry 

panels , e tc . The c om pany has already wo n new o rders in cert ain  EV specific 

com po nents .  It is receiv ing  stro ng  dem and fo r its gear and st am ping di v isio n.  

The co m pany  expects to  gain higher co ntent/v ehicle  in E Vs v s ICE initially  due to 

lim ited v endo r o ptio nality .   

Other  t akeaw ays :   

 M&M’s stake in MACA has come down to 9.3% (vs 11.4% earlier), while CIE’s 

stake has gone up to  6 5 .7% ( v s 63 .4%).  This has re sulted in declassificatio n o f 

M &M  as a promo ter o f M ACA.  

 The bo ard has approv ed to c hange the name o f Mahindra CIE to  CIE Automo tiv e 

India .  Certain OEMs weren’t comfo rtable wo rking with O EM owned supplier.  

Co nsequently , it w as facing m ultiple c hallen ges during t he pro cess o f getting 

o rders from  these  clients. The change in nam e will help t o  get  fo otho ld with 

such O EMs. One  of the reason behind naming the Hosur plant as ‘CIE Hosur’ is 

to undersco re its different identity .  

 Fo r e nergy  co st hyperinflatio n in the E U, M ACA  has passed o n average 6 0 - 7 0% 

o f t he co st inflatio n with special fo cus o n co st pass t hro ugh in Germ any . Hence, 

we  believe m argin in Germany  is largely  stable .  Ho wev er, CY23  i s e xpect ed t o be 

challenging from  the m ar gin fro nt as it will face rising em plo yee  inflatio n.  

 M agnet ics  divisio n  -  EV i s an o ppo rtunity  fo r mo st o f the segm ents  fo r M ACA,  

ex cept fo r 2W m agnet ics div isio n wherein t he com pany  co uld face risk o f 

pro duct disruptio n as the usage o f rare e arth m agnets  will em erge. Howev er , 
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within m agnet ics,  4Ws will see  increase in m agnet s made by  M ACA and hence 

fo cus is o n get ting 4 W o rders.     

 Val uati on and  v i ew :  MACA’s has increased its focus on inv est ing in pro fitable 

o rders with  m argins o f >15%  and  o n the dom est ic m arke t. India is ex pecte d to 

be the key  growt h driv er, led by: 1 ) v alue - added pro ducts  (m achined castings, 

higher grade magnet s, complex gears, e tc.);  2 ) ex po rts;  and 3 ) new pro ducts and 

custom ers. EBITD A m argin ex pansio n is likely  to  be driv en by :  1 ) higher v alue -

added pro ducts , 2 ) o ptim izatio n o f pro duct pro cess, and 3 ) o perating leverage. 

While dem and is ex pecte d to  remain uncert ain in Euro pe, the o rder schedules 

hav e rem ained intact  so  far . On the other hand, MACA’s board has approved to 

sell p art o f its Ge rm an Fo rging o peratio n (M ahindra Forgings E uro pe AG -  M FE) .  

W e believe the sale is a step in the right directio n as it  should help t he com pany  

im prov e its co nso lidate d financials ( M FE had incurred c um ulativ e lo ss o f 

EUR22 .6m  o ver CY18 - 21 ) and s trengthen  its focus o n gro wt h in the light E V  

m arket . We believe MACA’s growth story is on track, led by its organic initiatives 

(new products/customers) and M&A focus. Under CIE’s parentage, MACA has 

been able to  im pro ve its e fficiencies, c ut co sts, and i mpro ve pro fitability . The 

sto ck trades at 1 3 . 6 x/1 1 .3 x CY 2 3 E/ CY2 4 E co nso lidated E P S. We  m aintain o ur 

Buy rating with a TP of INR360 (~13x Dec’24E consolidated EPS).  
 

Exh ib it 1:  Pr ic e - t o - e ar n in gs (o n e - ye ar  f o r war d )  

 
So urce: MOFSL ,  Co mpany  

Exh ib it 2:  Pr ic e - t o - b o o k (o n e - ye ar  for war d )  

 
So urce: MOFSL ,  Co mpany  
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Story in cha rts  

Exh ib it 3:  C o n solid ate d  r e ve n u e  t o  r e c ove r  

So urce: MOFSL ,  Co mpany  

Exh ib it 4:  EB ITD A  m ar gin  to  e xp an d  190b p  o ve r  C Y21 - 24 E  

So urce: MOFSL ,  Co mpany  

Exh ib it 5:  EPS t o  see  ~ 26%  C AGR  o ve r  C Y21 - 24E  

So urce: MOFSL ,  Co mpany  

Exh ib it 6:  Exp e c t n e t d e b t to  fall su b sta n tiall y b y C Y23  

So urce: MOFSL ,  Co mpany  

Exh ib it 7:  Exp e c t c o n siste n t e xp an sio n  in  R OE o ve r  C Y22 - 24  

So urce: Co mpany,  MO FSL  

Exh ib it 8:  FCF p o sitive  t h r o u gh o u t, e xce p t CY19, d u e  t o  t h e  

AEL ac q u is ition  

So urce: Co mpany,  MO FSL  
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Financia ls and val uati o ns  
 

C onsoli dated -  Income  Stateme nt              (INR M )  

Y/E  Dece mbe r  C Y18  C Y19  C Y20  C Y21  C Y22E  C Y23E  C Y24E  

Total In come  f r om O pe r ations  80,315  79,078  60,501  83,867  1,07,336  1,20,170  1,30,881  

    Change ( % )  24.9  - 1.5  - 23.5  38.6  28.0  12.0  8.9  

Total E xpe nd itur e  69,805  69,401  55,485  73,694  94,978  1,04,377  1,12,542  

%  o f Sales  86.9  87.8  91.7  87.9  88.5  86.9  86.0  

E BITDA  10,511  9,677  5,016  10,173  12,359  15,794  18,339  

    Margin ( % )  13.1  12.2  8.3  12.1  11.5  13.1  14.0  

Deprec iat io n  2,867  3,161  3,064  3,431  3,537  4,095  4,457  

E BIT  7,643  6,516  1,952  6,743  8,822  11,699  13,882  

Int. and F inanc e C harg es  502  523  548  533  406  438  426  

O ther Inc o me  387  331  549  556  875  640  724  

PBT be f . E O  E xp.  7,529  6,324  1,953  6,766  9,291  11,901  14,180  

E O  Items  - 504  - 46  0  - 1,260  0  0  0  

PBT afte r  E O E xp.  7,025  6,279  1,953  5,505  9,291  11,901  14,180  

T o tal T ax  2,043  2,741  886  1,589  2,340  3,186  3,720  

    T ax R ate ( % )  29.1  43.7  45.4  28.9  25.2  26.8  26.2  

Share o f pro fit fro m asso c iate  0  0  0  12  25  25  25  

Re por te d PAT  4,981  3,538  1,066  3,928  6,977  8,740  10,485  

Adj. PAT  5,339  3,564  1,066  5,236  6,977  8,740  10,485  

    Change ( % )  44.7  - 33.2  - 70.1  391.0  33.3  25.3  20.0  

    Margin ( % )  6.6  4.5  1.8  6.2  6.5  7.3  8.0  

 
C onsoli dated -  Balan ce  She e t              (INR M )  

Y/E  Dece mbe r  C Y18  C Y19  C Y20  C Y21  C Y22E  C Y23E  C Y24E  

E quity S hare Capi tal  3,788  3,790  3,790  3,790  3,790  3,790  3,790  

T o tal R eserves  39,103  42,548  45,290  48,176  53,722  60,714  69,102  

Ne t Wor th  42,891  46,338  49,080  51,966  57,512  64,504  72,892  

Mino rity Inte rest  0  0  0  0  0  0  0  

T o tal Lo ans  16,134  14,691  16,476  12,816  12,817  12,818  12,819  

Deferre d T ax L iabilit ies  - 1,565  912  1,236  2,459  2,459  2,459  2,459  

C apital E mploy e d  57,460  61,941  66,792  67,241  72,789  79,782  88,171  

Gro ss B lo c k  32,235  42,936  53,135  57,335  61,484  66,984  72,484  

L ess: Ac c um. Dep rn.  12,294  17,619  23,204  26,635  30,172  34,266  38,723  

Ne t Fixe d Asse ts  19,941  25,316  29,931  30,700  31,312  32,717  33,760  

Go o dw ill o n Co nso lidatio n  29,111  35,260  37,554  36,265  36,265  36,265  36,265  

Capital W IP  960  542  123  150  1,001  1,001  1,001  

Total In ve stme nts  6,808  955  2,340  4,380  4,380  4,380  4,380  

C ur r . Asse ts, L oans&Adv.  26,455  23,553  23,686  26,712  35,853  42,691  53,106  

Invento ry  12,286  10,566  10,062  13,486  15,613  16,872  18,192  

Ac c o unt Receivable s  7,414  7,368  7,054  6,687  10,293  11,523  12,550  

Cash and B an k Balanc e  1,127  1,499  2,380  1,595  1,361  4,683  11,894  

L o ans and Advance s  5,628  4,120  4,190  4,943  8,587  9,614  10,470  

C ur r . L iability  & Pr ov.  25,815  23,686  26,843  30,965  36,021  37,272  40,341  

Ac c o unt Pay ables  16,838  14,771  14,590  19,385  23,419  23,163  24,975  

O ther Curr ent L iabi liti es  5,038  4,745  7,909  7,605  7,514  8,412  9,162  

Pro visio ns  3,939  4,170  4,344  3,976  5,088  5,697  6,205  

Ne t C ur r e nt Asse ts  640  - 133  - 3,157  - 4,253  - 168  5,419  12,765  

Appl. of  Fun ds  57,460  61,941  66,792  67,241  72,789  79,782  88,171  
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Financia ls a nd val uati o ns  
 

Ratios                

Y/E  Dece mbe r  C Y18  C Y19  C Y20  C Y21  C Y22E  C Y23E  C Y24E  

Basic (I NR)      
  

      

E PS  14.1  9.4  2.8  13.8  18.5  23.1  27.7  

Cash E PS  21.7  17.8  10.9  22.9  27.8  33.9  39.5  

BV /Share  113.4  122.6  129.8  137.4  152.1  170.6  192.8  

DPS  0.0  0.0  0.0  2.5  3.1  3.8  4.6  

Pa yo ut (% )  0.0  0.0  0.0  24.1  17.0  16.7  16.7  

Valuat ion ( x)      
  

      

P/ E  22.2  33.3  111.3  22.7  17.0  13.6  11.3  

Cash P /E  14.5  17.7  28.7  13.7  11.3  9.2  7.9  

P/ BV  2.8  2.6  2.4  2.3  2.1  1.8  1.6  

E V /Sales  1.7  1.7  2.2  1.6  1.2  1.1  0.9  

E V /E BIT DA  12.7  13.7  26.5  12.8  10.6  8.1  6.5  

Divide nd Y iel d ( % )  0.0  0.0  0.0  0.8  1.0  1.2  1.5  

FCF p er sha re  7.9  15.9  5.4  15.1  1.9  12.8  23.8  

Re tur n Ratios (% )      
  

      

R o E  13.3  8.0  2.2  10.4  12.7  14.3  15.3  

R o CE  (Po st - tax)  10.9  6.5  2.1  7.7  10.4  11.8  12.8  

R o IC  11.5  6.8  1.8  7.8  10.4  12.6  14.6  

Wor king  C apital Rat ios      
  

      

Fixe d A sset T ur no ver (x)  2.5  1.8  1.1  1.5  1.7  1.8  1.8  

Asse t T urno ver (x)  1.4  1.3  0.9  1.2  1.5  1.5  1.5  

Invento ry (Days)  56  49  61  59  53  51  51  

Debto r (Days)  34  34  43  29  35  35  35  

Credito r (Days)  77  68  88  84  80  70  70  

L e ve r ag e  Ratio (x)  
    

      

Net De bt/E qui ty  0.2  0.3  0.2  0.1  0.1  0.1  0.0  

 
C onsoli dated -  C ash Fl ow Statem e nt            (INR M )  

Y/E  Dece mbe r  C Y18  C Y19  C Y20  C Y21  C Y22E  C Y23E  C Y24E  

O P/ ( Lo ss)  befo re T ax  7,025  6,279  1,953  6,778  9,316  11,926  14,205  

Deprec iat io n  2,898  3,168  3,064  3,431  3,537  4,095  4,457  

Intere st & Fi nanc e C harge s  525  525  548  533  - 469  - 202  - 298  

Direc t T axes P aid  - 1,444  - 1,161  - 503  - 1,053  - 2,340  - 3,186  - 3,720  

( Inc ) /Dec  in W C  - 1,769  1,556  761  1,364  - 4,320  - 2,266  - 134  

C F f r om O pe r ations  7,235  10,367  5,823  11,052  5,724  10,367  14,510  

O thers  - 155  - 94  - 430  - 541  0  0  0  

C F f r om O pe r ating  incl E O  7,080  10,273  5,393  10,511  5,724  10,367  14,510  

( Inc ) /Dec  in FA  - 4,101  - 4,238  - 3,343  - 4,778  - 5,000  - 5,500  - 5,500  

Fr e e  C ash Flow  2,979  6,035  2,050  5,733  724  4,867  9,010  

( Pur) /Sale o f I nvestme nts  - 6,201  - 1,871  - 1,376  - 1,880  0  0  0  

O thers  129  219  502  - 967  875  640  724  

C F f r om Inve stme nts  - 10,173  - 5,890  - 4,217  - 7,625  - 4,125  - 4,860  - 4,776  

Issue o f S hares  57  30  0  10  0  0  0  

Inc /( Dec )  in Debt  4,089  - 3,545  506  - 2,787  1  1  1  

Intere st Paid  - 525  - 525  - 477  - 318  - 406  - 438  - 426  

Divide nd P aid  0  0  0  0  - 1,187  - 1,457  - 1,747  

O thers  0  0  - 409  - 532  0  0  0  

C F f r om Fin. A cti vity  3,621  - 4,040  - 380  - 3,627  - 1,592  - 1,894  - 2,172  

Inc/De c of  C ash  528  343  796  - 740  8  3,613  7,561  

O penin g B alanc e  719  1,247  1,590  2,386  1,646  1,654  5,267  

C losing  Balan ce  1,247  1,590  2,386  1,646  1,654  5,267  12,828  
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Explanation of Investment Rating 

Investment Rating Expected return (over 12-month) 

BUY >=15% 

SELL < - 10% 

NEUTRAL < - 10 % to 15% 

UNDER REVIEW Rating may undergo a change 

NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation 

*In case the recommendation given by the Research Analyst is inconsistent with the investment rating legend for a continuous period of 30 days, the Research Analyst shall be 
within following 30 days take appropriate measures to make the recommendation consistent with the investment rating legend. 
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