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Change in Estimates

Current Previous
FY26E FY27E FY26E FY27E
Rating BUY BUY
Target Price 14,586 15,045
Sales (Rs.m) 16,51,091 18,17,167 17,51,43219,18,058
% Chng. (5.7) (5.3)
EBITDA (Rs.m) 2,14,532  2,36,183 2,30,461 2,52,070
% Chng. (6.9) (6.3)
EPS (Rs.) 555.6 611.3 57515 628.1
% Chng. (3.5) (2.7)
Key Financials - Standalone
Y/e Mar FY24 FY25E FY26E FY27E
Sales (Rs. bn) 1,409 1,509 1,651 1,817
EBITDA (Rs. bn) 164 190 215 236
Margin (%) 11.6 12.6 13.0 13.0
PAT (Rs. bn) 132 149 175 192
EPS (Rs.) 420.1 4746 5556 611.3
Gr. (%) 576 13.0 17.1 10.0
DPS (Rs.) 125.0 140.0 160.0 180.0
Yield (%) 11 1.3 14 16
RoE (%) 18.3 16.7 17.3 16.9
RoCE (%) 18.4 17.8 17.4 16.7
EV/Sales (x) 2.0 1.8 1.6 15
EV/EBITDA (x) 17.0 14.5 12.6 1.2
PE (x) 26.3 233 199 18.1
P/BV (x) 41 37 32 29
Key Data MRTI.BO | MSIL IN

52-W High / Low

Rs.13,680/ Rs.9,738

Sensex / Nifty 80,369 / 24,467
Market Cap Rs.3,473bn/ $ 41,305m
Shares Outstanding 314m
3M Avag. Daily Value Rs.7462.46m
Shareholding Pattern (%)
Promoter's 58.19
Foreign 19.65
Domestic Institution 18.99
Public & Others 317
Promoter Pledge (Rs bn) -
Stock Performance (%)

™ 6M 12M
Absolute (18.2) (13.0) 4.6
Relative (12.9) (19.1) (17.0)

Swarnendu Bhushan
swarnendubhushan@plindia.com | 91-22-66322260

Maruti Suzuki (MSIL IN)

Rating: BUY | CMP: Rs11,046 | TP: Rs14,586

Rise in input & promotional cost impact margins
Quick Pointers:

®  CNG penetration remained stable at ~33% in Q2FY25 in the domestic market
B Optimistic retail growth outlook at 4-5% for FY25

MSIL’s Q2FY25 standalone revenue increased by a mere 0.4% YoY, mainly
driven by ASP expansion of 2.6% YoY as volume declined by 1.9% for the
quarter. Prices of key commodities increased by and promotional expenses
increased, leading to a contraction in its gross margin by 130bps YoY. As a
consequence, the EBITDA margin contracted by 100bps YoY to 11.9%.
Withdrawal of indexation benefits on long term gains saw a rise in taxes
impacting profitability with PAT declining by 17.4% YoY.

The sluggishness in the small car segment and slowdown in the industry shall
impact wholesale growth for FY25, however, could be partially offset by
healthy growth in UVs and export market. Given the grim outlook for FY25, we
cut our volume/revenue/EPS estimates by ~-2-8% over FY24-FY27E. We
continue to maintain our positive view on a long-term basis due to its 1) Diverse
range of product offerings, 2) Revival in rural demand, 3) Beneficiary of state
policies towards hybrids and other flex fuel powertrains. 4) Healthy traction in
export markets and 5) Introduction of EVs and new launches. Factoring this,
we retain our “BUY” rating with a TP of Rs 14,586 (previous Rs 15,045) valuing
it at 25x on its Sept’27 earnings.

Miss on estimates led by higher input and promotional cost: MSIL's Q2FY25
revenue came in at Rs 372bn, against PLe: Rs 377.6bn; BBGe; Rs 372.3bn. Gross
profit came in at Rs 104.6bn, against PLe: Rs 112.9bn, while margin came in at
28.1%. Gross margin was impacted by 50bps YoY/80bps rise in commodity prices
and promotional expenses respectively. Consequently, EBITDA declined by 7.7%
YoY to Rs 44.2bn (PLe: Rs 48.7bn; BBGe: Rs 47.1bn) while margin contracted by
100bps YoY to 11.9%. PAT declined by 17.4% YoY to Rs 30.7bn (PLe: Rs 38.7bn;
BBGe Rs 37.1bn).

Realization growth led by mix improvement: The increase in the mix of UVs in the
domestic portfolio by 176bps YoY to 39.6% reflecting continued higher preference
towards UVs. Meanwhile, CNG penetration remained steady at 33% sequentially.
The strong 12.1% YoY growth in exports has further contributed to the overall
improvement in the product mix. As a result, blended realization increased by 2.3%
YoY/1% QoQ to Rs 686,969/unit. Domestic realization increased by 1.6% YoY to Rs
688,647/unit while export realization increased by 8.3% YoY to Rs 676,952/unit.

Optimistic retail growth outlook: The management has noted a 14% YoY growth
in festive sales for FY25, projecting sales of ~300,000 units during the festive
period. This growth is largely attributed to a revival in rural sales, which have
increased in the mid-single digits, while urban sales have experienced a slight
decline. Looking ahead, the management anticipates overall retail sales in the
domestic market to grow by 4-5% over FY24. Factoring this outlook, we expect its
wholesale volume to grow by 2% for FY25.
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Exhibit 1: Q2FY25 Result Overview (Rs mn)

Y/e March Q2FY25 Q2FY24 Q2FY25E  Var(%) QIFY25 HIFY25  HIFY24

Net Revenues 3,72,028 3,70,621 0.4 3,77,558 (1.5) 3,55,314 4.7 727,342 6,93,890 4.8

Raw Materials 267,459 261,690 22 264,668 11 2,49,329 73 516,788 4,97,007 4.0
% of Net Sales 719% 70.6% 70.1% 70.2% 711% 716%

Personnel 14,688 13,127 1.9 15,857 (7.4) 15,576 (5.7) 30,264 27,736 9.1
% of Net Sales 39% 35% 42% 4.4% 42% 4.0%

Manufacturing & Other Exp 45715 47,962 (4.7) 48,327 (5.4) 45,386 07 91,101 91,475 (0.4)
% of Net Sales 12.3% 12.9% 12.8% 12.8% 12.5% 13.2%

Total Expenditure 3,27,862  3,22,779 16 3,228,853 (0.3) 30,291 57 638153 6,16,218 36

EBITDA 44,166 47,842 (7.7) 48,705 (9.3) 45,023 (1.9) 89,189 77,672 14.8
EBITDA Margin (%) 11.9% 12.9% 12.9% 12.7% 12.3% 11.2%

Depreciation 7,509 7,941 (5.4) 7,895 (4.9) 7,310 2.7 14,819 15,416 (3.9)

EBIT 36,657 39,901 (8.1 40,810 (10.2) 37,713 (28) 74,370 62,256 19.5

Interest Expenses 402 351 14.5 573 (29.8) 573 (29.8) 975 816 19.5

Non-operating income 14,750 8,436 74.8 9,701 52.0 9,751 51.3 24,501 18,448 32.8

PBT 51,005 47,986 6.3 49,939 2.1 46,891 88 97896 79,888 22.5

Tax-Total 20,313 10,821 877 11,236 80.8 10,392 955 30,705 17,872 718

Tax Rate (%) - Total 39.8% 22.6% 22.5% 22.2% 31.4% 22.4%

Reported PAT 30,692 37,165 (17.4) 38,702 (20.7) 36,499 (15.9) 67,191 62,016 8.3

Adj. PAT 30,692 37,165 (17.4) 38,702 (20.7) 36,499 (15.9) 67,191 62,016 8.3
PAT Margin 82% 10.0% 10.3% 10.3% 9.2% 8.9%

Source: Company, PL

Exhibit 2: Operating Metrics — Healthy realization growth amid high discounts

Q2FY25 Q2FY24 Q2FY25E Var (%) Q1FY25 H1FY25 H1FY24
Volume (nos) 5,41,550 5,52,055 (1.9) 5,41,550 - 5,21,868 3.8 10,63,418 10,50,085 13
Net Realisation/Vehicle 6.86,969 671,348 23 697,872 (16) 6,80,850 09 683966 6,60,794 35
Material cost/vehiclele 493877 4,74,029 4.2 488724 1.1 477,763 34 485969 4,73,302 2.7
Gross Profit / vehicle 1,93,092 1,97,319 (2.1)  2,09,148 (77) 2,03,088 (49) 197997 1,87,492 56
Employee cost /vehicle 27,122 23,778 14.1 29,282 (7.4) 29,847 (9.1) 28,459 26,413 7.7
Other expenses / vehicle 84,415 86,879 (2.8) 89,239 (5.4) 86,968 (29) 85,668 87,112 (1.7)
EBITDA/vehicle 81,555 86,662 (5.9) 89,936 (9.3) 86,273 (5.5) 83,870 73,967 13.4
Net Profit/vehicle 56,674 67,321 (15.8) 71,466 (20.7) 69,939 (19.0) 63,184 59,058 7.0

Source: Company, PL
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Exhibit 3: UV/CNG mix at 39.6%/33% in domestic volume

Maruti Suzuki

Exhibit 4: Revenue increased by 0.4% YoY/4.7% QoQ
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Source: Company, PL

Exhibit 5: Rise in input & promotional exp impact margin
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Exhibit 6: Realization up 2.3% YoY despite high discounts

mmmm EBITDA (Rs bn)

~{— EBITDA margin - RHS

60 -
10.3%

50 77 9.1%

40 -

30 A

20

10
Sosgfad
oS =Ney
[CHCNeECNeNeNe]

Source: Company, PL

129% 15 3
10.5%

% 11.9% 14.0%
93% L 12.0%
L 10.0%
L 8.0%
- 6.0%
L 4.0%
- 2.0%
0.0%

Q1FY23
Q2FY23
Q3FY23
Q4FY23
Q1FY24
Q2FY24
Q3FY24
Q4FY24
QI1FY25
Q2FY25

m Average realisation (Rs '000)

536
488
503

QIFY21 |
Q2FY21
Q3FY21
QAFY21
QIFY22
Q2FY2

Source: Company, PL

541

540

Q3FY22
Q4FY22

547

566

QI1FY23
Q2FY23
Q3FY23

578

623

Q4FY23

671
665

655
681
687

<

QIFY24
Q2FY24
Q3FY24
Q4FY24
QIFY25
Q2FY25

October 30, 2024



EsTD

PL Capital

PRABHUDAS LILLADHER

INSTITUTIONAL
EQUITIES

Maruti Suzuki

Key conference call takeaways:

Domestic business:

®  Demand for PV remained muted in Q2FY25 due to multiple factors such as
elections, monsoon and general slowdown in the industry

®  MSIL deployed few initiatives such as model specific upgrades in features and
discounts on vehicles to compliment sales, however, that has not seen
meaningful traction

®  The company will continue to put efforts to maximize the retail sales in the
upcoming periods and bring inventory levels below 30 days across its dealers.

®  Exports continues to deliver strong growth offsetting the pressure in the
domestic market to some extent.

®  As per the company, festive sales are up by 14% YoY. The company is
considering the period of Shrad to Diwali on a like-to-like basis for comparison.
MSIL expects FY25 growth to be in the range of 4-5% in retail sales.

Margin and profitability impact:

®  MSIL indicated rise in commodity prices and promotional expenses impacted
gross margin by 50bps/80bps respectively

®  Royalty for Q2FY25 stood at 3.4%. Company will continue to monitor Yen
movement and will position its hedging strategy accordingly

®  Indexation impact and rise in taxes on investments had an impact of Rs 8,376
Mn during Q2FY25.

" There seems to be slight increase in few of commodities in its basket,
however, expects it to remain stable on overall basis.

Exports business:

B Exports continues to deliver strong growth offsetting the pressure in the
domestic market to some extent

®  Company will be launching its 1t EV product by Q4FY25 which opens up
opportunity for markets such as Europe and Japan

New launches:

®  MSIL will start an EV campaign to increase the awareness about its upcoming
EV product. The new EV launch is expected to have high range, 60kwh battery
and will be for domestic as well as international market.

®  MSIL has ~18 models in its portfolio with an aim to increase it to 28 models,
which includes ~5-6 EVs.

®  With multiple states offering benefits on Hybrids and healthy traction in the
market, MSIL remains open to further expand its Hybrid offerings.

October 30, 2024
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Financials
Income Statement (Rs m)

/e Mar FY24  FY25E  FY26E  FY27E
Net Revenues 14,09,326 15,09,040 16,51,091 18,17,167

Yo gr. (%) 19.9 71 9.4 10.1
Cost of Goods Sold 10,04,179 10,72,964 11,70,663 12,87,507
Gross Profit 4,05147 4,36,076 4,80,427 5,29,660

Margin (%) 28.7 28.9 29.1 29.1
Employee Cost 54,784 5711 61,986 67,240

Other Expenses 186,352 1,89,384 203910 2,726,237

EBITDA 164,011 189,581 214,532 2,36,183
YoY gr. (%) 49.0 156 13.2 10.1
Margin (%) 1.6 12.6 13.0 13.0

Depreciation and Amortization 30223 30,853 39109 45609

EBIT 1,33,788 1,58,727 175423 190,574

Margin (%) 95 10.5 106 10.5

Net Interest 1,932 1,352 1,014 1,014

Other Income 38,548 44253 50996 58,414

Profit Before Tax 170,404 2,01,628 2,25404 247,973

Margin (%) 12.1 13.4 13.7 13.6
Total Tax 38,310 52,423 50,716 55,794
Effective tax rate (%) 225 26.0 225 225

132,094 1,49,205 174,688 192,179

Minority interest - - - -

Profit after tax

Share Profit from Associate - - - -

Adjusted PAT 1,32,094 1,49,205 1,74,688 192,179
YoYgr. (%) - - - -
Margin (%) 94 9.9 10.6 10.6

Extra Ord. Income / (Exp) - - - -

Reported PAT 132,094 1,49,205 174,688 192,179

YoY gr. (%) 64.1 13.0 17.1 10.0
Margin (%) 9.4 929 10.6 10.6

Other Comprehensive Income - - - -
Total Comprehensive Income - - - -
Equity Shares O/s (m) 314 314 314 314
EPS (Rs) 420.1 474.6 555.6 611.3

Balance Sheet Abstract (Rs m)

Y/e Mar

Non-Current Assets

Gross Block
Tangibles

Intangibles

Acc: Dep / Amortization
Tangibles

Intangibles

Net fixed assets
Tangibles

Intangibles

Capital Work In Progress
Goodwill

Non-Current Investments
Net Deferred tax assets

Other Non-Current Assets

Current Assets
Investments
Inventories
Trade receivables
Cash & Bank Balance
Other Current Assets

Total Assets

Equity
Equity Share Capital
Other Equity

Total Networth

Non-Current Liabilities
Long Term borrowings
Provisions

Other non current liabilities

Current Liabilities

ST Debt / Current of LT Debt

Trade payables
Other current liabilities
Total Equity & Liabilities

Maruti Suzuki

FY24 FY25E FY26E FY27E

4,51680 5,551,680 6,51,680 7,51,680
4,51680 551680 651,680 751680

2,66,727 2,997,580 3,36,690 3,82,299
266,727 297,580 3,36,690 3,82,299

184,953 2,54,100 3,14,990 3,69,381
184953 254,100 314,990 3,69,381

65,339 75,140 84,157 92,572
12,162 19,162 27,162 37,162
1124 1124 1124 1124

6,72975 722975 782975 8,47975
41,196 57,881 61,068 72,189
46,013 39,276 42,974 49,785
4600 (7,058) (11,092) (12,301)
53,535 56,212 61,833 68,016

11,01,724 12,40,734 13,88,265 15,51,398

1572 1,572 1,572 1,572
8,38,248 9,43,437 10,67,821 12,03,408
8,39,820 9,45,009 10,69,393 12,04,980

331 831 1,331 1,831
145824 177777 194,512 216,567
116,873 118241 124153 129,145

11,01,724 12,40,734 13,88,265 15,51,398

Source: Company Data, PL Research

Source: Company Data, PL Research
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Cash Flow (Rs m)

/e Mar FY24 FY25E FY26E FY27E
PBT 1,70,404 2,01,628 225404 247973
Add. Depreciation 30,223 30,853 39,109 45,609
Add. Interest 1,932 1,352 1,014 1,014
Less Financial Other Income 38,548 44,253 50,996 58,414
Add. Other (38,548) (44,253) (50,996) (58,414)
Op. profit before WC changes 164,011 189,581 214,532 2,36,183
Net Changes-WC 28,609 18,601 8,989 510
Direct tax (36,023) (52,423) (50,716) (55,794)
Net cash from Op. activities 156,597 1,55,758 1,72,805 1,80,899

(73,496) (1,09,801) (1,09,017) (1,08,416)

Interest / Dividend Income - - - -

Capital expenditures

Maruti Suzuki

Key Financial Metrics

Others 38,548 37,253 42,996 48,414
Net Cash from Invt. activities (34,948) (72,548) (66,021) (60,002)
Issue of share cap. / premium 143,206 - - -
Debt changes (11,827) 500 500 500
Dividend paid (39,300) (44,016) (50,304) (56,592)
Interest paid (1,932)  (1352)  (1,014)  (1,014)
Others - - - -
Net cash from Fin. activities 90,147 (44,868) (50,818) (57,106)
Net change in cash 2,11,796 38,342 55,966 63,791
Free Cash Flow 83,101 45957 63,789 72,483
Source: Company Data, PL Research
Quarterly Financials (Rs m)
/e Mar Q3FY24 Q4FY24 QIFY25 Q2FY25
Net Revenue 3,33,087 3,82,349 3,55,314 3,72,028
YoY gr. (%) 14.7 19.3 99 0.4
Raw Material Expenses 2,36,176 2,72,884 2,49,329 267,459
Gross Profit 96,911 109,465 1,05985 1,04,569
Margin (%) 29.1 28.6 29.8 28.1
EBITDA 39,079 46,850 45,023 44,166
YoY gr. (%) 37.9 39.8 50.9 (7.7)
Margin (%) 1.7 12.3 127 1.9
Depreciation / Depletion 7,517 7,290 7,310 7,509
EBIT 31,562 39,560 37,713 36,657
Margin (%) 95 10.3 10.6 9.9
Net Interest 354 762 573 402
Other Income 9,330 11,180 9,751 14,750
Profit before Tax 40,538 49,978 46,891 51,005
Margin (%) 122 13.1 132 13.7
Total Tax 9,238 11,200 10,392 20,313
Effective tax rate (%) 22.8 224 222 39.8
Profit after Tax 31,300 38,778 36,499 30,692
Minority interest - - - -
Share Profit from Associates - - - -
Adjusted PAT 31,300 38,778 36,499 30,692
YoY gr. (%) 33.1 47.8 46.9 (17.4)
Margin (%) 9.4 10.1 10.3 82
Extra Ord. Income / (Exp) - - - -
Reported PAT 31,300 38,778 36,499 30,692
YoY gr. (%) 33.1 47.8 46.9 (17.4)
Margin (%) 9.4 10.1 10.3 82
Other Comprehensive Income - - - -
Total Comprehensive Income 31,300 38,778 36,499 30,692
Avg. Shares O/s (m) 314 314 314 314
EPS (Rs) 99.6 123.3 116.1 97.6

/e Mar FY24 FY25E FY26E FY27E
Per Share(Rs)
EPS 420.1 4746 555.6 611.3
CEPS 516.3 5727 680.0 756.3
BVPS 26712 3,0058 34014 38326
FCF 264.3 146.2 2029 230.5
DPS 125.0 140.0 160.0 180.0
Return Ratio(%)
RoCE 18.4 17.8 17.4 16.7
ROIC 205.4 66.3 57.5 487
RoE 18.3 16.7 17.3 16.9
Balance Sheet
Net Debt : Equity (x) (0.8) (0.8) (0.7) (0.7)
Net Working Capital (Days) (31) (34) (33) (32)
Valuation(x)
PER 26.3 233 19.9 18.1
P/B 4.1 37 32 29
P/CEPS 214 19.3 16.2 14.6
EV/EBITDA 17.0 14.5 126 1.2
EV/Sales 2.0 1.8 1.6 1.5
Dividend Yield (%) 11 13 1.4 1.6
Source: Company Data, PL Research
Key Operating Metrics

/e Mar FY24 FY25E FY26E FY27E

Volume (units) 21,35,323 21,87,426 22,86,759 24,05,848

Net realisation (Rs/unit) 6,60,006 6,89,870 7,22,022 755312

Source: Company Data, PL Research

Source: Company Data, PL Research
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Price Chart Recommendation History

16000 4 No. Date Rating TP (Rs.) Share Price (Rs.)
14000 -
12000 - 1 07-Oct-24 BUY 15,045 12,528
10000 1 2 01-Aug-24 BUY 15,145 13,116
8000 -
6000 - 3 08-Jul-24 BUY 14,432 12,104
4000 - 4 27-Apr-24 BUY 14,432 12,703
2000 -+
0 R I I 5 08-Apr-24 BUY 14,350 12,422
8 § 8§83 8RIIIA 6 31-Jan-24  BUY 12,200 10,187
§§2388&833858338 7 08-Jan-24 BUY 12,100 10,000
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 Aarti Industries Reduce 512 551
2 Ashok Leyland Accumulate 257 222
3 Bajaj Auto Hold 11,859 11,617
4 Bharat Forge Accumulate 1,369 1,437
5 Bharat Petroleum Corporation Hold 316 310
6 Bharti Airtel Accumulate 1,831 1,657
7 CEAT Hold 3,063 2,973
8 Clean Science and Technology Hold 1,561 1,579
9 Deepak Nitrite Reduce 2,582 3,000
10 Divgi Torgtransfer Systems Hold 633 591
1 Eicher Motors BUY 5,416 4,668
12 Endurance Technologies Accumulate 2,569 2,182
13 Exide Industries Hold 520 481
14 Fine Organic Industries Accumulate 5,568 5,142
15 GAIL (India) Sell 205 224
16 Gujarat Fluorochemicals Reduce 3,771 4,065
17 Gujarat Gas Hold 646 596
18 Gujarat State Petronet Hold 422 41
19 Hero Motocorp Accumulate 5,906 5,495
20 Hindustan Petroleum Corporation Accumulate 412 372
21 Indian Oil Corporation Hold 156 147
22 Indraprastha Gas Sell 407 543
23 Jubilant Ingrevia Hold 695 682
24 Laxmi Organic Industries Sell 218 276
25 Mahanagar Gas Accumulate 1,627 1,497
26 Mahindra & Mahindra BUY 3,458 3,060
27 Mangalore Refinery & Petrochemicals Sell 128 173
28 Maruti Suzuki BUY 15,045 12,528
29 Navin Fluorine International Accumulate 3,523 3,307
PL's Recommendation Nomenclature (Absolute Performance)
Buy > 15%
Accumulate 5% to 15%
Hold +5% to -5%
Reduce -5% to -15%
Sell <-15%
Not Rated (NR) No specific call on the stock
Under Review (UR) Rating likely to change shortly
October 30, 2024 7
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The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
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