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MAHINDRA & MAHINDRA LIMITED

Firing on all cylinders

M&M'’s net revenues increased by 20.8% yoy, driven by (1) 17.3% yoy increase in volumes
and (2) 3% yoy increase in ASPs. M&M'’s standalone Q3 FY25 EBITDA of 44.7 bn (+42% yoy
and 13% goq), was above street estimates due to lower-than-expected other expenses and
benign RM basket. EBITDA margin came in at 14.6% (+30 bps yoy and 180 bps qoq). The
company reported stellar margin performance for both Auto (9.7%) and FES (18.1%). Other
expenses as a % of sales came in at 6.7% v/s 7.3% qoq and yoy, while RM as a % of sales
was slightly up qoq, and declined by about 100 bps yoy. Adj. PAT grew by 24% yoy , while

declined 22% goq on lower other income sequentially.

Superior market share gains all over

The company’s SUV volumes grew by 20% in Q3FY25 led by robust demand for the recently
launched EV twins XEV 9e & BE 6e, XUV 3X0 and steady demand trends for XUV 700, Thar
(Roxx) and Scorpio models. M&M excelled its revenue market share to #1 position at 23%
from 21.9% qoq. Also, the company expects the volume growth likely to sustain over the
coming quarters and aims to grow its SUV segment volumes by mid to high teens in FY2025E.
We also expect the company’s SUV volumes to grow by mid-to high teens in FY2025E led
by strong demand for new launches (Thar Roxx, EVs) at attractive price points and existing
product line-up (XUV 3XO, XUV 700, Scorpio family and Bolero family particularly in rural

areas). Solid exports traction also will be one of the main driving factors of the SUV segment.

Also, we expect the total standalone auto volumes to grow by 12%/9%/8% during
FY25E/26E/27E. Within which, we expect the 3Ws to grow by 6%/5%/4% in FY25E/26E/
FY27E. We expect CV business volumes to grow at 2%/4%/5% during the same period.
3W sales growth (Market share at 51.9%, +230 bps yoy) shall be led by (1) pick-up in
electrification of 3W (25% of 3W portfolio) and (2) PLI incentive to the tune of X1.04 bn &

recent new launches.

Tractor segment poised for a strong growth in the ensuing quarters

Domestic tractor volumes of M&M grew by 20% on a yoy basis in Q3 FY25, with 44.2%
market share which was 240 bps up yoy. Therefore, the company expects the demand
trends in H2 FY25E and FY 26E to remain buoyant with 7% industry volume growth target
for FY 25E, led by (1) Increased reservoir levels, 2). Smooth progress on Rabi sowing (3) Hike

in MSPs for key crops and (4) Record Khariff food grain production & 5).Favourable terms

of trade.

Key Financials FY 23 FY 24 FY 25E FY 26E FY 27E
Total sales (bn) 850 988 1,136 1,298 1,474
EBITDA margins (%) 12.3 13.1 14.8 15.4 15.9
PAT margins (%) 9.5 11.1 11.6 11.8 12.0
EPS (X) 67.7 92.2 110.6 128.5 149.2
P/E (x) 47.3 34.7 28.9 24.9 21.4
P/BV (x) 8.8 7.3 6.1 5.1 43
EV/EBITDA (x) 35.1 28.0 21.4 17.9 15.1
ROE (%) 18.6 21.0 21.0 20.4 19.9
Dividend yield (%) 0.4 0.5 0.7 0.8 0.9
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BUY

Current Market Price (X) 3,198
12M Price Target () 3,891
Potential upside (%) 22

Sector : Autos & FES
Face Value (X) : 5
Total Market Cap (X bn) : 3,971
Free Float Market Cap (X bn) : 2,823
52-Week High / Low (X) : 3,271/1,623
BSE Code / NSE Symbol : 500520 / M&M
Bloomberg : MM IN

Shareholding Pattern

(%) Dec-24 Sep-24  Jun-24 Mar-24
Promoter 18.48 18.54 18.56 18.59
FPIs 38.91 41.19 41.89 41.75
MFs 14.98 12.92 12.71 12.72
Insurance 11.71 11.61 10.81 10.88
Others 15.92 15.74 16.03 16.06
Source: BSE

Price Performance

(%) im 3m 6M 12m
M&M 2.9%  10.6%  19.3%  94.3%
Nifty 50 0.6%  -2.6%  -3.0% 8.2%

* To date / current date : February 8, 2025
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We expect M&M to continue to outperform the domestic industry’s growth, driven by newer
launches (OJA platform and strengthening of the Swaraj brand). We expect the company’s
tractor segment volumes to grow by 7-8% CAGR over FY2024-27E. We anticipate ~18%-19%%
EBIT margin over FY2025-26E. During the festive season, the company’s volumes grew by
double digit, driven by positive farm sentiment. Tractor segment EBIT margin came in at 18.1%
(+60 bps qoq) due to positive operating leverage led by strong volumes, high margin products
and higher contribution from farm machinery business. Farm machinery segment revenues

increased by 12% yoy to X2.5 bn.

Strong growth capex plans

The company plans to invest an overall capex of X370 bn over FY2025-27E in the standalone
entity, which encompasses M&M, MEAL and LMM Co. The breakup of capex between the
segments — Auto ICE — 140 bn, Auto EV (MEAL) — X120 bn, Farm — 50 bn and investments
in Auto and growth gems —X60 bn. As the company’s auto division is expected to generate
sufficient operating cash to satisfy the capital investment needs, M&M and BIl have mutually
agreed to extend the timeframe for the final tranche of Bll’s planned investment of X7.3 bn and
will jointly assess whether additional investment is required by Dec 31, 2024. Bl has invested
%12 bn and Temasek has invested X3 bn so far in MEAL Temasek will invest the balance X9 bn
as per the agreed timelines. The company reiterated its stance of using the cash flow generated
from the auto and tractor businesses to deploy in the respective businesses in the coming

years.

Outlook and Valuation

We expect M&M to continue to outperform industry growth across automotive and tractor
segments including domestic PV and CV segments given successful newer launches and strong
brand equity. The tractor segment is expected to witness further uptick during Q4 FY25E, driven
by a favorable monsoon, robust crop season and higher reservoir levels. M&M continues to
execute well by maintaining leadership position in all three segments, improved return ratio
as well as cash flow generation and well-preparedness for an EV transition. Retain BUY with a
target price of X3,891. (The standalone business is value stands at 23,432 @23x FY27E earnings

, while the subsidiaries are valued at X459).
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Quarterly Financial Snapshot

YE Mar (X mn) Q3FY25 Q2 FY25 % qoq Q3 FY24 % yoy
Net sales 3,05,382 2,75,533 10.8% 2,52,885 20.8%
Raw material costs 2,27,268 2,04,440 11.2% 1,90,660 19.2%
Employee costs 12,850 11,526 11.5% 11,343 13.3%
Other expenses 20,584 20,069 2.6% 18,518 11.2%
EBITDA 44,681 39,498 13.1% 32,364 38.1%
EBITDA margins % 14.6% 14.3% 30 bps 12.8% 180 bps
Other income 6,901 20,433 -66.2% 7370 -6.4%
Depreciation 10,451 9,614 8.7% 8179 27.8%
Interest expenses 614 551 11.4% 348 76.4%
PBT 40,517 49,766 -18.6% 31207 29.8%
Tax 10,036 10,901 -7.9% 6668 50.5%
Reported PAT 29,643 38,410 -22.8% 24540 20.8%
Exceptional items 838 455 84.2% - N/A
Adjusted PAT 30,481 38,865 -21.6% 24540 24.2%
Adj EPS 25.49 32.50 -21.6% 20.5 24.2%

Source: Company, LKP Research

SOTP Valuation

Particulars Basis Subs Discount Value per share ()
M&M P/E (@23x FY 27E EPS) - 3,432
M&M Financial Services Market cap 25% 55
Tech Mahindra Market cap 25% 364
Mahindra Lifespaces Market cap 30% 5
Mabhindra Logistics Market cap 30% 9
Mabhindra Holiday & Resorts Market cap 30% 12
Swaraj Engines Market cap 30% 12
RBL Market cap 25% 2
Subsidiaries Total SOTP value 459
Total 3,891

LKP Research 3
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Income Statement

(X mn) FY 23
8,49,603 9,87,634 11,35,983 12,98,125 14,73,783

6,45,582 7,40,064 8,34,947 9,47,632 10,71,440

FY 24 FY 25E FY 26E FY 27E

Total Revenues

Raw Material Cost

Employee Cost 36,499 44,164 47,711 53,223 58,951
Other Exp 63,098 74,212 85,199 97,359 1,09,060
EBITDA 1,04,424 1,29,194 1,68,125 1,99,911 2,34,331
EBITDA Margin(%) 12.3 13.1 14.8 15.4 15.9
Other Income 26,170 43,944 45,000 46,000 47,000
Depreciation 31,545 34,389 40,224 45,214 48,555
Interest 2728 1388 2010 2100 2200
PBT 96,322 1,37,362 1,70,892 1,98,597 2,30,577
PBT Margin(%) 11.3 13.9 15.0 15.3 15.6
Tax 15,821 27,652 39,305 45,677 53,033
Adj PAT 80,500 1,09,711 1,31,586 1,52,920 1,77,544
Adj PAT Margins (%) 9.5 11.1 11.6 11.8 12.0
Exceptional items -14295 2533 0 0 0
Reported PAT 66,205 1,12,243 1,31,586 1,52,920 1,77,544
Rep. PAT Margins (%) 7.8 114 11.6 11.8 12.0
Key Ratios

YE Mar FY 23 FY24 FY25E FY26E FY27E
Per Share Data (X)

Adj. EPS 67.7 92.2 110.6  128.5 149.2

CEPS 82.1 119.0 144.4 166.5 190.0

BVPS 364.4 4393 527.8 630.6 750.0

DPS 12.1 17.0 221 25.7 29.8

Growth Ratios(%)

Total revenues 47.0 16.2 15.0 14.3 135

EBITDA 41.4 23.7 30.1 18.9 17.2

PAT 45.9 36.3 19.9 16.2 16.1

EPS Growth 45.9 36.3 19.9 16.2 16.1

Valuation Ratios (X)

PE 47.3 34.7 28.9 24.9 21.4

P/CEPS 38.9 26.9 221 19.2 16.8

P/BV 8.8 7.3 6.1 5.1 43

EV/Sales 4.3 3.7 3.2 2.8 2.4

EV/EBITDA 35.1 28.0 214 17.9 15.1

Operating Ratios (Days)

Inventory days 50.2 46.9 47.0 48.0 53.0

Recievable Days 15.2 15.9 183 15.0 16.5

Payables day 85.1 88.1 85.0 84.0 83.0

Net Debt/Equity (x) 0.05 0.02 0.01 0.01 0.01

Profitability Ratios (%)

ROE 18.6 21.0 21.0 20.4 19.9

Dividend payout 17.8 18.4 20.0 20.0 20.0

Dividend yield 0.4 0.5 0.7 0.8 0.9
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Balance Sheet

(X mn) FY 23 FY 24

FY 25E

FY 26E  FY 27E
Equity and Liabilities
Equity Share Capital 5,991 5,996 5,996 5,996 5,996
4,27,577 5,16,769 6,22,039 7,44,374 8,86,410
4,33,567 5,22,766 6,28,035 7,50,371 8,92,406
49,128 40,010 38,010 36,510 35,010
Deferred tax liabilities 14,703 15,551 15,551 15,551 15,551
Current liabilities & Provs  2,60,400 2,59,788 2,67,308 2,88,953 3,13,811

7,57,798 8,38,114 9,48,903 10,91,38412,56,777

Reserves & Surplus
Total Networth
Total debt

Total Liabilities

Assets

Fixed assets 1,97,608 2,12,838 2,72,614 3,27,400 3,68,846

Non current Investments 1,75,391 2,15,487 2,30,487 2,50,487 2,75,487

Other non current assets 38,363 58,730 58,730 58,730 58,730
Current Assets 3,46,436 3,51,058 3,87,071 4,54,766 5,53,714
Cash and bank(i) 13,101 18,694 19,344 21,826 31,539
Bank deposits other than(i) 31,716 36,566 31,716 31,716 31,716
Inventories 88,814 95,048 1,07,514 1,24,620 1,55,579
Sundry Debtors 40,417 45,495 48,240 53,348 66,623
Loan, Advances & others 21,770 23,789 23,789 23,789 23,789

Other current assets 1,82,334 1,68,032 1,88,183 2,31,183 2,76,183

Total Assets 7,57,798 8,38,113 9,48,902 10,91,38412,56,776

Cash Flow

(X mn) FY 23 FY24 FY25E FY26E FY27E
PBT 95,603 1,34,830 1,70,892 1,98,597 2,30,577
Depreciation 31,545 34,389 40,224 45,214 48,555
Interest 2,728 1,388 2,010 2,100 2,200
Chng in working capital 3,871 8,681 (6,691) 1,432 (18,677)
Tax paid (19,380) (28,509) (39,305) (45,677) (53,033)
Other operating activities (23,074) 0 0 0 0

Cash flow from operations (a) 91,293 1,12,792 1,67,129 2,01,666 2,09,622
(34,313) (48,328) (1,00,000)(1,00,000) (90,000)
(43,801) (13,284) (40,000) (63,000) (70,000)
Other investing activities 30,579 9,785 4,849 0 0
Cash flow from investing (b) (47,535) (51,826)(1,35,151)(1,63,000)(1,60,000)
43,758 60,966 31,978 38,666 49,622
(19,752) (38,648) (3,000) (3,500) (2,200)
(14,359) (20,211) (26,317) (30,584) (35,509)
Other financing activities 0 0 0 0 0
Cash flow from financing (c¢) (37,838) (55,375) (31,327) (36,184) (39,909)
5,920 5,591 651 2,482 9,713
13,102 18,693 19,344 21,826 31,539

Capital expenditure

Chng in investments

Free cash flow (a+b)
Inc/dec in borrowings

Dividend paid (incl. tax)

Net chng in cash (a+b+c)

Closing cash & cash eqvints
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DISCLAIMERS AND DISCLOSURES

LKP Sec. Itd. (CIN-L67120MH1994PLC080039, www. Lkpsec.com) and its affiliates are a full-fledged, brokerage and financing group. LKP was established in 1992 and
is one of India's leading brokerage and distribution house. LKP is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of
India Limited(NSE), MCX Stock Exchange Limited (MCX-SX).LKP along with its subsidiaries offers the most comprehensive avenues for investments and is engaged in the
businesses including stock broking (Institutional and retail), merchant banking, commodity broking, depository participant, insurance broking and services rendered in
connection with distribution of primary market issues and financial products like mutual funds etc.

LKP hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered in last five years.
However, SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice letters or levied minor penalty on LKP for
certain operational deviations in ordinary/routine course of business. LKP has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities;

nor has its certificate of registration been cancelled by SEBI at any point of time.

LKP offers research services to clients. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the
subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations
or views expressed in this report.

Other disclosures by LKP and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject company(s) covered in this report-:
Research Analyst or his/her relative’s financial interest in the subject company. (NO)
LKP or its associates may have financial interest in the subject company.

LKP or its associates and Research Analyst or his/her relative’s does not have any material conflict of interest in the subject company. The research Analyst or research entity

(LKP) has not been engaged in market making activity for the subject company.

LKP or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of
publication of Research Report.

Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding
the date of publication of Research Report: (NO)

LKP or its associates may have received any compensation including for investment banking or merchant banking or brokerage services from the subject company in the
past 12 months.

LKP or its associates may have received compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past 12 months.

LKP or its associates may have received any compensation or other benefits from the Subject Company or third party in connection with the research report.

Subject Company may have been client of LKP or its associates during twelve months preceding the date of distribution of the research report and LKP may have co-
managed public offering of securities for the subject company in the past twelve months.

Research Analyst has served as officer, director or employee of the subject company: (NO)

LKP and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our salespeople, traders, and
other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed
herein, and our proprietary trading and investing businesses may make investment decisions that may be inconsistent with the recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest including but not
limited to those stated herein. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material
is provided herein. This report is not directed to, 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 use would be contrary to law or regulation or which would subject LKP or its group
companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to any U.S. person
for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person.

Unless otherwise stated, this message should not be construed as official confirmation of any transaction. No part of this document may be distributed in Canada or used
by private customers in United Kingdom.

All trademarks, service marks and logos used in this report are trademarks or registered trademarks of LKP or its Group Companies. The information contained herein is not
intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication
is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed
by Securities and Exchange Board of India before investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be

reliable, although its accuracy and completeness cannot be guaranteed.

All material presented in this report, unless specifically indicated otherwise, is under copyright to LKP. None of the material, nor its content, nor any copy of it, may be
altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of LKP.

LKP Securities Ltd, 2nd Floor, Gala Impecca, Andheri Kurla Road, Near Hotel Courtyard Marriott, Chakala, Andheri (East), Mumbai-400059.
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