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Estimate change =) CMP:INR51 TP: INR73 (+42%) Buy

TP change = Inline; beat on margins offsets miss on revenues

Rating change “
Expanded capacities by 25% in FY23 for serving 17 new models
Bloomberg MSUMIIN  m 3QFY23 performance was in-line as miss on revenues due to chip shortages

Investment Services

Equity Shares (m) 4421 was off-set by better-than-estimated margin evolution. While the new plants
M.Cap.(INRb)/(USDb) 227 /2.7 ) ) o )
52-Week Range (INR) 71/ 40 are expected to achieve optimum utilization by 1QFY24, strong demand is

1, 6, 12 Rel. Per (%) -6/-11/- expected to drive strong revenue/PAT growth from FY24 onwards.

12M Avg Val (INR M) 491 m We reiterate our FY23E/FY24E EPS estimates. We reiterate our Buy rating with

a TP of “INR73 (~35x Dec-24 EPS).
Financials & Valuations (INR b)

Operating deleverage limits gross margin expansion

Y/E March 2023E 2024E 2025E

Sales 704 852 930 M Revenue grew 16% YoY to INR16.9b, but EBITDA/ad]j.PAT declined 11%/20%

EBITDA 78 122 143 YoY to INR1.8b/INR1.06b, respectively. SMFY23 revenues/EBITDA/adj.PAT

':g’s' (F;AS)T ‘11'519 i'; 2; grew 31%/ 15%/13.5% YoY, respectively.

EPSGrowth (%) 44 657 200 M Grossmarginsimproved 190bp QoQ (down 20bp YoY) to 35.7% (v/s est 35%),

BV/Share (Rs) 30 43 56 benefitting from lag actualization of cost recovery

EattigsE e ™ EBITDA margins eroded 310bp YoY (up 70bp QoQ) to 10.6% (v/s est 10.2%),
e : -0. -0. -0.

RoE (%) 398 500 445 adversely impacted by new plants related cost (incl. manpower), Fx loss on

RoCE (%) 442 574 529 JPY/INR movement (of INR100m), and one-off cost of INR40m. EBITDA

Pa}/out (%) 50.0 50.0 50.0 declined 11% YoY (flat QoQ) to ~INR1.8b (inline).

Valuations P . , .

P/E () 268 282 3: ™ Further, lower ‘other income’ restricted PAT growth to INR1.06b (v/s est

P/BV (x) 171 120 93 INR1.1b) (down 20% YoY).

Div. Yield (%) 1.1 18 21 <

FCF Yield (%) 12 29 39 Highlights from the management commentary

B It has developed products for 11 new models (incl. full model change) and 4

Shareholding pattern (%) facelifts in PVs in 9MFY23, and is working on 6 new models, which will be

As On Dec-22 Sep-22 Dec-21 launched in the next 3-6 months.

Promoter 61.7 61.7 0.0 ®m These 17 new models will contribute ~40% of the total business. It has hired
DIl 183 193 0.0 and trained ~7,000 people upfront for the successful launch of above

Fll 11.0 10.4 0.0 programs.

Others 8.9 8.6 0.0

B In 9MFY23, MSUMI has expanded capacity by 25% (in terms of man-hours)
and added 3 new plants to meet forecasted requirements and orders for new
models/programs (17 new models). Capex for 3Q/9MFY23 stood at
INRO.6b/INR1.47b, respectively.

B Ramp up at the new Bengaluru and Chennai facilities are in progress and are
expected to have optimum utilization by 1QFY24.

B Net debt as of Dec-22 stood at INR3.35b (including lease liabilities of
INR2.46b), adversely impacted by higher inventories (by INR3.12b over Mar-
22).

Valuation and view

m The stock trades at 28.2x/23.5x FY24E/25E EPS. We believe it deserves rich
valuations due to a) its strong competitive positioning, b) top decile capital
efficiencies, and c) it being a beneficiary of EVs and other mega trends in
Autos

B We reiterate our Buy rating with a TP of INR73 (~35x Dec’24E EPS).

FIl Includes depository receipts
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MSUMI: Quarterly performance

Motherson Wiring

Y/E March FY22 FY23E FY22 FY23E
1Q 2Q 3Q 4Q 1Q 2QE 3Q 4QE 3QE
Net Sales 11,139 14,000 14,596 16,615 16,709 18,352 16,868 18,508 56,350 70,437 17,618.0
YoY Change (%) 455.7 29.7 8.3 10.0 50.0 31.1 15.6 11.4 36.2 25.0 20.7
RM Cost (% of sales) 64.1 64.4 64.1 63.8 64.9 66.2 64.3 64.5 64.1 65.0 65.0
Staff Cost (% of sales) 19.2 16.8 16.4 15.5 16.4 17.3 17.8 16.8 16.8 17.1 18.2
Other Expenses (% of sales) 6.9 6.1 5.8 6.1 6.6 6.6 7.3 7.0 6.2 6.9 6.6
EBITDA 1,093 1,780 2,002 2,420 2,028 1,808 1,790 2,165 7,303 7,791 1,803.5
Margins (%) 9.8 12.7 13.7 14.6 12.1 9.9 10.6 11.7 13.0 11.1 10.2
Depreciation 233 240 230 343 277 295 317 329 1,055 1,218 310
Interest 76 80 100 20 69 59 65 73 285 265 70
Other Income 46 80 79 93 77 107 7 89 300 280 75
PBT before EO expense 830 1,540 1,750 2,150 1,759 1,562 1,415 1,853 6,263 6,588 1,499
Extra-Ord expense 0 0 0 654 0 0 0 0 654 0 0
PBT after EO Expense 830 1,540 1,750 1,496 1,759 1,562 1,415 1,853 5,609 6,588 1,498.5
Tax Rate (%) 27 26 25 31 28 25 25 25 27 26 26.5
Reported PAT 610 1,140 1,320 1,036 1,260 1,165 1,062 1,390 4,107 4,875 1,101
Adj PAT 610 1,140 1,320 1,596 1,260 1,165 1,062 1,390 4,670 4,875 1,101
YoY Change (%) -172.6 72.7 9.5 6.0 106.5 2.1 -19.6 -12.9 83.9 4.4 -16.6
E: MOFSL Estimates
Exhibit 1: Revenue and revenue growth profile Exhibit 2: EBITDA and EBITDA margin (%)
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luation and view

MSWIL offers a pure play on the India automotive market (>95% of revenues from
India). With over 40% market share, the company enjoys a market leadership
position in the Indian wiring harness industry, with strong headroom for sustained
increase in content, benefiting from mega trends witnessed in the automotive
industry (premiumization, electrification, connected vehicles, etc).

MSWIL enjoys superior profitability, led by superior efficiencies and economies of
scale, good margins, higher asset turn, and lower capex requirements provide for
high capital efficiencies and superior cash-flow generation.

We estimate MSWILs revenue/EBITDA/PAT CAGR of 18%/36%/41%, respectively,
over FY23E-25. This is expected to drive RolC to 61.5% by FY25 from 41.3% in
FY23E. RoE would also improve to 44.5% by FY25 from 39.8% in FY23E.

We maintain our FY23/FY24 estimates. The stock trades at 28.2x/23.5x FY24E/25E
EPS. We believe it deserves rich valuations due to a) its strong competitive
positioning, b) top decile capital efficiencies, and c) it being a beneficiary of EVs
and other mega trends in Autos. We reiterate our Buy rating with a TP of 73 (~35x
Dec’24E EPS).
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Exhibit 3: Revisions to our estimates

Motherson Wiring

(INR M) FY23E FY24E
Rev old Chg (%) Rev Old Chg (%)
Net Sales 70,437 71,564 -1.6 85,229 85,877 -0.8
EBITDA 7,791 7,985 -2.4 12,192 12,241 -0.4
EBITDA (%) 11.1 11.2 -10bp 14.3 14.3 10bp
Adj. PAT 4,875 5,029 -3.1 8,077 8,114 -04
EPS (INR) 1.1 1.1 -3.1 1.8 1.8 -0.4

Key operating indicators

Exhibit 4: Trend in sales

Exhibit 5: EBITDA and EBITDA margin (%) trend

Revenues(in INRb) =—=O=— Growth (%) EBITDA (in INRb)  =—O=—EBITDA Margin (%)
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Financials and valuations

Income Statement (INR M)
Y/E March FY19 FY20 FY21 FY22 FY23E FY24E FY25E
Net Revenues 44,838 39,439 41,380 56,350 70,437 85,229 98,013
Change (%) NA -12.0 4.9 36.2 25.0 21.0 15.0
Raw Materials 0 24,350 26,400 36,093 45,784 54,035 62,239
Employees Cost 0 7,043 7,580 9,464 12,019 13,462 15,077
Other Expenses 37,439 2,752 2,910 3,490 4,843 5,540 6,371
Total Expenditure 37,439 34,145 36,890 49,047 62,646 73,037 83,686
% of Sales 83.5 86.6 89.1 87.0 88.9 85.7 85.4
EBITDA 7,399 5,294 4,490 7,303 7,791 12,192 14,327
EBITDA Margin (%) 16.5 13.4 10.9 13.0 11.1 14.3 14.6
Depreciation 973 1,000 930 1,055 1,218 1,465 1,758
EBIT 6,426 4,294 3,560 6,248 6,573 10,727 12,569
EBIT Margin (%) 14.3 10.9 8.6 11.1 9.3 12.6 12.8
Interest Charges 285 265 300 250
Other Income 300 280 415 690
PBT bef. EO Exp. 6,426 4,236 3,472 6,263 6,588 10,842 13,009
EO Exp/(Inc) 0 0 0 654 0 0 0
PBT after EO Exp. 6,426 4,236 3,472 5,609 6,588 10,842 13,009
Total Tax 0 0 932 1,502 1,713 2,765 3,317
Tax Rate (%) 0.0 0.0 26.8 26.8 26.0 25.5 25.5
Minority Interest
Reported PAT 3,923 2,860 2,540 4,107 4,875 8,077 9,692
Adjusted PAT 3,923 2,860 2,540 4,670 4,875 8,077 9,692
Change (%) NA -27.1 -11.2 83.9 4.4 65.7 20.0
Margin (%) 8.7 7.3 6.1 8.3 6.9 9.5 9.9
Balance Sheet (INR M)
Y/E March FY21 FY22 FY23E FY24E FY25E
Equity Share Capital 3,158 3,158 4,421 4,421 4,421
Total Reserves 3,942 7,988 8,916 14,555 20,209
Net Worth 7,100 11,146 13,337 18,976 24,630
Minority Interest
Total Loans 820 193 193 193 193
Other non-current liabilities 640 3,059 3,059 3,059 3,059
Capital Employed 8,560 14,397 16,588 22,228 27,881
Gross Block
Less: Accum. Deprn.
Net Fixed Assets 1,699 4,321 4,626 4,661 4,403
Capital WIP 1 323 300 300 300
Other non-current assets 260 928 1,051 1,179 1,291
Current Assets 15,670 19,642 25,365 34,024 42,575
Inventory 7,990 9,600 12,544 15,178 17,454
Account Receivables 6,750 6,593 9,649 11,675 13,426
Cash and Bank Balance 370 2,933 2,528 6,391 10,797
Other current & fin.assets 560 516 645 780 897
Current Liabilities 9,330 11,220 15,157 18,340 21,091
Creditors 7,520 9,129 12,544 15,178 17,454
Other current & fin.liabilities 1,810 2,091 2,613 3,162 3,636
Net Current Assets 6,340 8,422 10,209 15,685 21,484
Deferred Tax assets 260 403 403 403 403
Appl. of Funds 8,560 14,397 16,588 22,228 27,881

E: MOFSL Estimates

7 February 2023 4
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Financials and valuations

Ratios

Y/E March FY21 FY22 FY23E FY24E FY25E
Basic (INR)

EPS 0.6 1.1 1.1 1.8 2.2
Cash EPS 0.8 1.3 1.4 2.2 2.6
BV/Share 1.6 2.5 3.0 4.3 5.6
DPS 0.6 0.6 0.9 1.1
Payout (%) 65.4 50.0 50.0 50.0
Valuation (x)

P/E 89.8 48.8 46.8 28.2 23.5
Cash P/E 65.7 39.8 37.4 23.9 19.9
P/BV 32.1 20.5 17.1 12.0 9.3
EV/Sales 3.9 2.8 3.2 2.6 2.2
EV/EBITDA 36.4 219 29.0 18.2 15.2
Dividend Yield (%) 1.2 1.1 1.8 2.1
FCF Yield (%) 2.5 1.2 2.9 3.9
Return Ratios (%)

RoE 35.8 51.2 39.8 50.0 44.5
RoCE (pre-tax) 89.5 57.0 44.2 57.4 52.9
RolC 65.7 49.5 41.3 57.8 61.5
Working Capital Ratios

Asset Turnover (x) 4.8 3.9 4.2 3.8 3.5
Inventory (Days) 70 62 65 65 65
Debtor (Days) 60 43 50 50 50
Creditor (Days) 66 59 65 65 65
Leverage Ratio (x)

Current Ratio 1.7 1.8 1.7 1.9 2.0
Net Debt/Equity 0.1 0.2 -0.2 0.3 0.4
Consolidated - Cash Flow Statement (INR Million)
Y/E March FY21 FY22 FY23E FY24E FY25E
OP/(Loss) before Tax 5,320 6,263 6,588 10,842 13,009
Depreciation 374 1,055 1,218 1,465 1,758
Interest & Finance Charges 73 285 265 300 250
Direct Taxes Paid -1,142 -1,962 -1,713 -2,765 -3,317
(Inc)/Dec in WC -4,454 44 -2,191 -1,613 -1,394
Others -57 -23

CF from Operations 114 5,662 4,167 8,230 10,306
EO item 0 -654

CF from Operating incl EO 114 5,008 4,167 8,230 10,306
(Inc)/Dec in FA -281 -1,008 -1,500 -1,500 -1,500
Free Cash Flow -168 3,999 2,667 6,730 8,806
(Pur)/Sale of Investments

Others 0 0 -123 -129 -111
CF from Investments -281 -1,008 -1,623 -1,629 -1,611
Issue of Shares 0 0 0
Inc/(Dec) in Debt 292 -1,129 0 0 0
Interest Paid -43 -310 -265 -300 -250
Dividend Paid 0 0 -2,684 -2,438 -4,039
Others 1 0

CF from Fin. Activity 250 -1,439 -2,949 -2,738 -4,289
Inc/Dec of Cash 82 2,561 -405 3,863 4,406
Opening Balance 290 373 2,933 2,528 6,391
Closing Balance 373 2,933 2,528 6,391 10,796
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NOTES
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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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