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Estimate change | | CMP:INR70 TP: INRSO (+15%) Buy
;Z:i:zr;iznge é Start-up costs in greenfield plants hurt profitability
Share of revenue from EVs/hybrids at 5% in 1QFY25
Bloomberg MSUMIIN  m  Motherson Wiring’s (MSUMI’s) 1QFY25 result was below estimate, mainly due
Equity Shares (m) a421 to start-up costs of two new plants, resulting in lower-than-estimated
M.Cap.(INRb)/(USDb) 309.7/3.7
52-Week Range (INR) 80/ 58 EBITDA/PAT of INR2.4b/INR1.5b (est. INR2.7b/INR1.8b). Nonetheless, MSUMI
1, 6, 12 Rel. Per (%) -3/-12/-7 reported a healthy revenue growth of ~17% YoY, notably outperforming the
12M Avg Val (INR M) 569 underlying domestic industry volumes led by content increase.
m To factor in high operating expenses, we cut our FY25E/26E EPS by 6%/5%.
Financials & Valuations (INR b) Despite this, we remain optimistic about margin expansion in the coming
:;Ee:/'arm 28032; 209235; 21002;: quarters, led by improved product mix, declining copper prices, and increasing
EBITDA 101 114 143 localization. Reiterate BUY with a TP of INR80 (based on 36x Jun’26E EPS).
Adj. PAT 6.4 7.4 9.4
EPS (Rs) 14 17 21  Greenfield start-up costs hurt margins
Ei’;;:’rgt(gs()/) 3;; 12‘7‘ 2;; ®  In 1QFY25, revenue/EBITDA/adj. PAT grew ~17%/15%/21% YoY to INR21.8b/
Ratios INR2.4b/INR1.49b (est. INR22.1b/INR2.7b/INR1.8b). EV revenue grew ~50%
Net D:E -0.2 -0.1 0.0 YoY, and the share of EV and hybrid in overall revenue was ~5%.
RoE (%O) 425 394 406 m  Gross margin improved 10bp YoY (flat QoQ) to 34.9% (vs. est. 34.8%). LME
Eszu(tﬁ?%) gg:i gg:z 2?:(2) copper prices have risen 15% YoY/QoQ but signs of tapering down are
Valuations visible. Despite the increase in RM prices, gross margin remained stable
P/E (x) 485 420 331 largely due to better product mix and localization efforts.
E{\?VY?:')d ) 1?'? 1?'2 1?'; m There were some under-recoveries in copper prices, where there is a pass
FCF Vield (%) 22 0.9 24 through over 3-6 months. Copper started moderating, and the impact of the
same should be visible in the coming quarters.
Shareholding pattern (%) m  However, start-up costs for the greenfield facilities have led to higher
As On Jun-24 Mar-24  Jun-23 employee costs and other expenses. These dented the EBITDA margin, which
Promoter 617 617 617 stood at 10.9% (-20bp YoY/-210bp QoQ vs. est. 12.4%).
Dl 16.2 16.2 18.0
glhers 122 112 1;:2 Highlights from the management commentary

FIl Includes depository receipts

Revenue growth in 1QFY25 was led by an increase in volumes as well as
content. Overall, the long-term outlook is positive for the industry, as the
OEMs are announcing new capacities and introducing new models.

Hybrid volume for the industry grew ~34% YoY, while it grew ~11% for EVs.
Facilitating improved customer demand with two greenfields, one commenced
operations in Jul’24 and is likely to fully ramp up by 2Q-3QFY25, while the other
is likely to come on stream by 1QFY26. There was a delay in SOP at the
customer end, and hence, this plant got delayed by a couple of quarters.

Gross margin has remained stable QoQ despite higher copper prices due to
better product mix and localization. However, start-up costs for these two
greenfields have led to higher employee costs and other expenses.

The company has maintained its capex guidance of INR2b for FY25.

The company is not taking the benefits of PLI as it is a pass-through given
that OEMs would be taking the same.

The royalty payment for the company was in INR denomination.
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Valuation and view

m  We expect the EBITDA margin trajectory to continue expanding, led by a better
product mix, moderating commodity costs, localization efforts, and rising
utilization rates in the new facilities starting from FY26 onwards.

m  We believe MSUMI deserves rich valuations, given its strong competitive
positioning, top-decile capital efficiency, and benefits of EVs and other mega-
trends in Autos. The stock trades at 42x/33x FY25E/26E EPS. Reiterate our BUY
rating with a TP of INR80 (premised on ~36x June-26E EPS).

MSUMI: Quarterly performance (INR Million)
Y/E March FY24 FY25E FY24 FY25E FY25E  Var.
1Q 2Q 3Q 4Q 1Q 2QE 3QE 4QE 1QE (%)
Net Sales 18,718 21,046 21,145 22,327 21,848 23,596 23,124 24,707 83,283 93,276 22,103.4 -1
YoY Change (%) 120 147 254 193 167 121 9.4 107 178 12,0 18.9
RM Cost (% of sales) 652 662 655 651 651 654 653 653 655 653 65.2
Staff Cost (% of sales) 175 163 161 154 172 160 162 152 163  16.1 15.9
Other Expenses (% of sales) 6.2 5.7 6.0 6.4 6.7 6.4 6.4 5.8 6.1 6.3 6.5
EBITDA 2,072 2481 2,620 2,913 2,388 2,872 2,804 3,358 10,132 11,422 2,738.5 -13
Margins (%) 111 118 124 130 109 122 121 136 122 122 12.4
Depreciation 338 364 377 394 399 400 405 404 1,473 1,609 380
Interest 77 74 64 58 55 58 57 60 273 230 55
Other Income 5 56 11 43 50 50 45 30 69 175 40
PBT before EO expense 1,661 2,100 2,190 2,505 1,984 2,464 2,387 2,924 8455 9,759 2,344
Extra-Ord expense 0 0 0 0 0 0 0 0 0 0 0
PBT after EO Expense 1,661 2,100 2,190 2,505 1,984 2464 2,387 2,924 8,455 9,759 2,3435
Tax Rate (%) 26 26 23 24 25 25 25 24 25 25 24.5
Reported PAT 1,231 1559 1679 1914 1,489 1,81 1,802 2,216 6,383 7,368 1,769
Adj PAT 1,231 1,559 1,679 1,914 1,489 1,861 1,802 2,216 6,383 7,368 1,769 -16
YoY Change (%) 2.2 339 581 383 209 194 7.4 158 311 154 43.7

E: MOFSL Estimates
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Exhibit 1: Revenue and revenue growth profile Exhibit 2: EBITDA and EBITDA margin (%)
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Exhibit 3: Copper prices started inching up from 4QFY24
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Valuation and view

®m  MSUMI 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.).

m  The company enjoys exceptional profitability, led by superior efficiencies and
economies of scale, good margins, higher asset turn, and lower capex
requirements. This provides for high capital efficiencies and superior cash-flow
generation.

B We estimate a CAGR of 13%/19%/21% in revenue/EBITDA/PAT over FY24-26.
Accordingly, RolC is expected to increase to 42.5% by FY26E from 41% in FY24.
RoCE would also improve to 48.2% by FY26E from 46.8% in FY24.

m To factor in the high operating expenses, we cut our FY25E/26E EPS by 6%/5%.
We believe MSUMI deserves rich valuations, given its strong competitive
positioning, top-decile capital efficiency, and benefits of EVs and other mega-
trends in Autos. The stock trades at 42x/33x FY25E/26E EPS. Reiterate our BUY
rating with a TP of INR80 (premised on ~36x June-26E EPS).

Exhibit 4: Revisions to our estimates

(INR M) FY25E FY26E

Rev Oold Chg (%) Rev Oold Chg (%)
Net Sales 93,276 95,775 -2.6 1,07,268 1,08,226 -0.9
EBITDA 11,422 12,052 -5.2 14,269 14,893 -4.2
EBITDA (%) 12.2 12.6 -30bp 13.3 13.8 -50bp
Adj. PAT 7,368 7,848 -6.1 9,364 9,845 -4.9
EPS (INR) 1.7 1.8 -6.1 2.1 2.2 -4.9

5 August 2024 3



MoTiLAL OSWAL Motherson Wiring

Key operating indicators

Exhibit 5: Trend in sales Exhibit 6: EBITDA and EBITDA margin (%) trends
Revenues(in INRb)  ==O=Growth (%) EBITDA (in INRb)  —O=EBITDA Margin (%)
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Income Statement (INR m)
Y/E March FY21 FY22 FY23 FY24 FY25E FY26E
Net Revenues 41,380 56,350 70,680 83,283 93,276 1,07,268
Change (%) 4.9 36.2 25.4 17.8 12.0 15.0
EBITDA 4,490 7,303 7,920 10,132 11,422 14,269
EBITDA Margin (%) 10.9 13.0 11.2 12.2 12.2 13.3
Depreciation 930 1,055 1,237 1,473 1,609 1,852
EBIT 3,560 6,248 6,683 8,659 9,814 12,417
EBIT Margin (%) 8.6 11.1 9.5 10.4 10.5 11.6
Interest Charges 285 278 273 230 210
Other Income 300 117 69 175 195
PBT bef. EO Exp. 3,472 6,263 6,522 8,455 9,759 12,402
EO Exp/(Inc) 0 654 0 0 0 0
PBT after EO Exp. 3,472 5,609 6,522 8,455 9,759 12,402
Total Tax 932 1,502 1,652 2,072 2,391 3,039
Tax Rate (%) 26.8 26.8 25.3 24.5 24.5 24.5
Reported PAT 2,540 4,107 4,870 6,383 7,368 9,364
Adjusted PAT 2,540 4,670 4,870 6,383 7,368 9,364
Change (%) -11.2 83.9 4.3 31.1 15.4 27.1
Margin (%) 6.1 8.3 6.9 7.7 7.9 8.7
Balance Sheet (INR m)
Y/E March FY21 FY22 FY23 FY24 FY25E FY26E
Equity Share Capital 3,158 3,158 4,421 4,421 4,421 4,421
Total Reserves 3,942 7,988 8,884 12,347 16,178 21,121
Net Worth 7,100 11,146 13,305 16,768 20,599 25,542
Minority Interest
Total Loans 820 193 818 86 86 86
Other non-current liabilities 640 3,059 3,348 2,998 2,998 2,998
Capital Employed 8,560 14,397 17,471 19,852 23,683 28,626
Net Fixed Assets 1,699 4,321 5,792 5,997 6,326 6,474
Capital WIP 1 323 270 238 300 300
Other non-current assets 260 928 1,259 1,117 1,160 4,221
Current Assets 15,670 19,642 21,244 23,540 28,700 32,429
Inventory 7,990 9,600 12,096 11,399 15,844 18,221
Account Receivables 6,750 6,593 8,004 8,959 10,733 12,343
Cash and Bank Balance 370 2,933 368 2,683 1,563 1,222
Other current & fin. assets 560 516 776 499 559 643
Current Liabilities 9,330 11,220 11,506 11,537 13,301 15,296
Creditors 7,520 9,129 9,257 9,245 10,733 12,343
Other current & fin. liabilities 1,810 2,091 2,249 2,293 2,568 2,953
Net Current Assets 6,340 8,422 9,738 12,002 15,399 17,133
Deferred Tax assets 260 403 411 499 499 499
Appl. of Funds 8,560 14,397 17,471 19,852 23,683 28,626
5 August 2024 5
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Financials and valuations

Ratios

Y/E March FY21 FY22 FY23 FY24 FY25E FY26E
Basic (INR)

EPS 0.6 1.1 1.1 1.4 1.7 2.1
Cash EPS 0.8 1.3 1.4 1.8 2.0 2.5
BV/Share 1.6 2.5 3.0 3.8 4.7 5.8
DPS 0.61 0.65 0.80 1.00 1.27
Payout (%) 65.4 59.0 55.4 60.0 60.0
Valuation (x)

P/E 121.9 66.3 63.6 48.5 42.0 33.1
Cash P/E 89.2 54.1 50.7 39.4 34.5 27.6
P/BV 43.6 27.8 233 18.5 15.0 12.1
EV/Sales 5.4 3.9 4.4 3.7 33 2.9
EV/EBITDA 49.4 29.9 39.1 30.3 27.0 21.6
Dividend Yield (%) 0.9 0.9 1.1 1.4 1.8
FCF Yield (%) 1.8 0.1 2.2 0.9 2.4
Return Ratios (%)

RoE 35.8 51.2 39.8 42.5 39.4 40.6
RoCE (pre-tax) 89.5 57.0 42.7 46.8 459 48.2
RolC 65.7 49.5 37.8 41.0 40.0 42.5
Working Capital Ratios

Asset Turnover (x) 4.8 3.9 4.0 4.2 3.9 3.7
Inventory (Days) 70 62 62 50 62 62
Debtor (Days) 60 43 41 39 42 42
Creditor (Days) 66 59 48 41 42 42
Leverage Ratio (x)

Current Ratio 1.7 1.8 1.8 2.0 2.2 2.1
Net Debt/Equity 0.1 -0.2 0.0 -0.2 -0.1 0.0
Cash Flow Statement (INR Million)
Y/E March FY21 FY22 FY23 FY24 FY25E FY26E
OP/(Loss) before Tax 5,320 6,263 6,522 8,455 9,759 12,402
Depreciation 374 1,055 1,237 1,473 1,609 1,852
Interest & Finance Charges 73 285 278 273 230 210
Direct Taxes Paid -1,142 -1,962 -1,775 -2,171 -2,391 -3,039
(Inc)/Dec in WC -4,454 44 -3,925 -29 -4,516 -2,075
Others -57 -23 -102 -89

CF from Operations 114 5,662 2,236 7,911 4,691 9,350
EO item 0 -654 0 0

CF from Operating incl EO 114 5,008 2,236 7,911 4,691 9,350
(Inc)/Dec in FA -281 -1,008 -1,977 -1,111 -2,000 -2,000
Free Cash Flow -168 3,999 259 6,801 2,691 7,350
Others 0 0 40 -968 -43 -3,061
CF from Investments -281 -1,008 -1,937 -2,079 -2,043 -5,061
Inc/(Dec) in Debt 292 -1,129 78 -1,387 0 0
Interest Paid -43 -310 -272 -268 -230 -210
Dividend Paid 0 0 -2,677 -2,868 -3,537 -4,421
CF from Fin. Activity 250 -1,439 -2,871 -4,523 -3,767 -4,631
Inc/Dec of Cash 82 2,561 -2,572 1,309 -1,120 -341
Opening Balance 290 373 2,933 361 1,670 550
Closing Balance 373 2,933 361 1,670 550 209

Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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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.

Disclosures

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations).

Motilal Oswal Financial Services Ltd. (MOFSL) is a SEBI Registered Research Analyst having registration no. INH000000412. MOFSL, the Research Entity (RE) as defined in the Regulations, is engaged in the
business of providing Stock broking services, Depository participant services & distribution of various financial products. MOFSL is a listed public company, the details in respect of which are available on
www.motilaloswal.com. MOFSL (erstwhile Motilal Oswal Securities Limited - MOSL) is registered with the Securities & Exchange Board of India (SEBI) and is a registered Trading Member with National Stock
Exchange of India Ltd. (NSE) and Bombay Stock Exchange Limited (BSE), Multi Commodity Exchange of India Limited (MCX) and National Commodity & Derivatives Exchange Limited (NCDEX) for its stock
broking activities & is Depository participant with Central Depository Services Limited (CDSL) National Securities Depository Limited (NSDL),NERL, COMRIS and CCRL and is member of Association of Mutual
Funds of India (AMFI) for distribution of financial products and Insurance Regulatory & Development Authority of India (IRDA) as Corporate Agent for insurance products. Details of associate entities of Motilal
Oswal Financial Services Limited are available on the website at http://onlinereports.motilaloswal.com/Dormant/documents/List%200f%20Associate %20companies.pdf

MOFSL and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and buy or sell the securities or
derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other
related information and opinions.; however the same shall have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely
independent of the views of the associates of MOFSL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report.

MOFSL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the recipients of this report should be aware that MOFSL may
have a potential conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not based on any specific merchant banking, investment banking or brokerage service
transactions. Details of pending Enquiry Proceedings of Motilal Oswal Financial Services Limited are available on the website at https:/galaxy.motilaloswal.com/ResearchAnalyst/PublishViewLitigation.aspx
Agraph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may vary based on Fundamental research and Technical Research.
Proprietary trading desk of MOFSL or its associates maintains arm'’s length distance with Research Team as all the activities are segregated from MOFSL research activity and therefore it can have an independent
view with regards to Subject Company for which Research Team have expressed their views.

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to
law, regulation or which would subject MOFSL & its group companies to registration or licensing requirements within such jurisdictions.

For Hong Kong:

This report is distributed in Hong Kong by Motilal Oswal capital Markets (Hong Kong) Private Limited, a licensed corporation (CE AYY-301) licensed and regulated by the Hong Kong Securities and Futures
Commission (SFC) pursuant to the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) “SFO”. As per SEBI (Research Analyst Regulations) 2014 Motilal Oswal Securities (SEBI Reg. No.
INH000000412) has an agreement with Motilal Oswal capital Markets (Hong Kong) Private Limited for distribution of research report in Hong Kong. This report is intended for distribution only to “Professional
Investors” as defined in Part | of Schedule 1 to SFO. Any investment or investment activity to which this document relates is only available to professional investor and will be engaged only with professional
investors.” Nothing here is an offer or solicitation of these securities, products and services in any jurisdiction where their offer or sale is not qualified or exempt from registration. The Indian Analyst(s) who compile
this report is/are not located in Hong Kong & are not conducting Research Analysis in Hong Kong.

For U.S.

Motilal Oswal Financial Services Limited (MOFSL) is not a registered broker - dealer under the U.S. Securities Exchange Act of 1934, as amended (the"1934 act") and under applicable state laws in the United
States. In addition MOFSL is not a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act" and together with the 1934 Act, the "Acts), and under applicable
state laws in the United States. Accordingly, in the absence of specific exemption under the Acts, any brokerage and investment services provided by MOFSL, including the products and services described
herein are not available to or intended for U.S. persons. This report is intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the Exchange Act and interpretations thereof
by SEC (henceforth referred to as "major institutional investors"). This document must not be acted on or relied on by persons who are not major institutional investors. Any investment or investment activity to
which this document relates is only available to major institutional investors and will be engaged in only with major institutional investors. In reliance on the exemption from registration provided by Rule 15a-6 of
the U.S. Securities Exchange Act of 1934, as amended (the "Exchange Act") and interpretations thereof by the U.S. Securities and Exchange Commission ("SEC") in order to conduct business with Institutional
Investors based in the U.S., MOFSL has entered into a chaperoning agreement with a U.S. registered broker-dealer, Motilal Oswal Securities International Private Limited. ("MOSIPL"). Any business interaction
pursuant to this report will have to be executed within the provisions of this chaperoning agreement.

The Research Analysts contributing to the report may not be registered /qualified as research analyst with FINRA. Such research analyst may not be associated persons of the U.S. registered broker-dealer,
MOSIPL, and therefore, may not be subject to NASD rule 2711 and NYSE Rule 472 restrictions on communication with a subject company, public appearances and trading securities held by a research analyst
account.

For Singapore

In Singapore, this report is being distributed by Motilal Oswal Capital Markets (Singapore) Pte. Ltd. (‘MOCMSPL”") (UEN 201129401Z), which is a holder of a capital markets services license and an exempt
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In respect of any matter arising from or in connection with the research you could contact the following representatives of MOCMSPL. In case of grievances for any of the services rendered by MOCMSPL write
to grievances@motilaloswal.com.

Nainesh Rajani
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