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BUY

Sector: Automobile 27" November 2024
Key Changes Target A Rating Earnings v Target Rs. 3,382
Stock Type  Bloomberg Code Sensex NSE Code BSE Code  Time Frame CMP Rs. 2,988
Large Cap MM:IN 80,004 M&M 500520 12 Months  Return +13%

Data as of: 26-11-2024

Company Data

Market Cap (Rs.cr) 374,675
52 Week High — Low (Rs.) 3,221 - 1,545
Enterprise Value (Rs. cr) 483,955
Outstanding Shares (cr) 124.4
Free Float (%) 70
Dividend Yield (%) 0.7
6m average volume (cr) 0.4
Beta 1.6
Face value (Rs. ) 5.0
Shareholding (%) Q4FY24 Q1FY25 Q2FY25
Promoters 18.2 18.1 18.1
FIl's 41.8 41.9 41.2
MFs/Institutions 26.1 26.2 271
Public 8.6 8.5 8.4
Others 53 5.3 5.2
Total 100.0 100.0 100.0
Promoter Pledge 0.1 0.1 0.1

Price Performance 3 Month 6 Month 1 Year

Absolute Return 10.2% 19.5% 95.2%
Absolute Sensex -2.4% 6.6% 19.8%
Relative Return 12.6% 12.9% 75.4%

*over or under performance to benchmark index
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Y.E March (cr) FY24A  FY25E FY26E
Sales 139,078 156,524 168,591
Growth (%) 14.6 12.5 7.7
EBITDA 24892 28,579 31,508
EBITDA Margin (%) 17.9 18.3 18.7
PAT Adjusted 11,269 13523 15,576
Growth (%) 248 20.0 15.2
Adjusted EPS 90.6 108.7 125.3
Growth (%) 248 20.0 15.2
PIE 21.2 27,7 24.1
P/B 36 48 40
EV/EBITDA 13.8 16.9 15.4
ROE (%) 18.5 18.6 17.7
DIE 14 12 1.1

Automotive business drives topline growth

Mahindra & Mahindra Ltd (M&M) manufactures automobiles, farm equipment,
automotive components and agricultural tractors, implements and engines.

e In Q2FY25, consolidated revenue from operations rose 10.1% YoY to Rs. 37,924cr,
driven by growth in the automotive and financial services segments.

e  The automotive segment’s revenue increased 15.3% YoY to Rs. 21,755cr, as total
auto volume, including exports, grew 8.9% YoY to 231,038, aided by higher pas-
senger vehicle sales. The company reported highest-ever quarterly passenger
vehicle volume of 135,962, up 18.5% YoY.

e  Financial services revenue rose to Rs. 4,429 (vs Rs. 3,799cr in Q2FY24). Financial
services AUM rose 20% YoY and asset quality improved. On the other hand, the
farm equipment segment’s revenue declined 2.1% YoY to Rs. 8,194cr due to chal-
lenges in the international business.

e  EBITDA increased 24.5% YoY to Rs. 7,133cr, driven by higher topline, and growth
in total cost of sales was lower than revenue growth. As a result, EBITDA margin
improved 220bps YoY to 18.8%.

e  The company’s reported PAT increased 35.3% YoY to Rs. 3,361cr. PAT growth was
partly offset by higher total tax expense.

Outlook & Valuation

The company continued to report healthy revenue on account of higher volume in
the automotive segment and growth in the market share. The farm equipment
segment is expected to perform well in H2FY25 due to surplus rain, hike in MPS of
key rabi crops, and spending of the Government of India on rural development.
Moreover, strong bookings for new launches, capacity expansion, and ongoing cost
-efficiency initiatives for margin expansion are expected to drive its long-term
performance. Therefore, we maintain our BUY rating on the stock with a revised
target price of Rs. 3,382 based on 27x FY26E adjusted EPS.

Quarterly Financials Consol.

Q2FY25 Q2FY24 YoY (%) Q1FY25 QoQ (%) | H1FY25 H1FY24 YoY (%)

Rs.cr

Sales 37,924 34,436 10.1 37,218 1.9 75141 68,327  10.0
EBITDA 7,133 5,730 24.5 7,243 -1.5 14,377 11,975  20.0
Margin (%) 18.8 16.6  220bps 19.5 -70bps 19.1 17.5  160bps
EBIT 5,831 4,591 27.0 5,995 -2.7 11,827 9,709 21.8
PBT 4,740 3,568 32.9 4,621 2.6 9,361 8,036 16.5
Rep. PAT 3,361 2,484 35.3 3,546 -5.2 6,907 6,168 12.0
Adj PAT 3,171 2,348 35.1 3,283 -3.4 6,453 5,856 10.2
Adj. EPS (Rs) 25.5 18.9 35.1 26.4 -3.4 51.9 471 10.2
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Key concall highlights

e The SUV segment regained its top position, with a revenue market share of 21.9% in Q2FY25, up 190bps YoY.

o The farm equipment segment’s volume increased 3.7% YoY to 93,382, driven by higher domestic (+2.8% YoY) and export volume
(+3.7% YoY). Moreover, the segment reported its highest-ever market share of 42.5%, up 90bps YoY.

o The company launched its new brand THAR ROXX on 15 August 2024, which witnessed a blockbuster opening with 176,218 bookings
within 60 minutes.

e M&M increased its SUV capacity to 54,000, up 10% compared with March 2024. Additionally, the company guided that the capacity
would improve further.

e |ts subsidiaries are not performing well in the international business due to a slowdown in the US market and hyperinflation in Turkey.

e Growth gems and investment revenue increased to Rs. 397cr (vs. 248cr in Q2FY24). The company expects 5x growth from this busi-
ness in the long term.

e Tech Mahindra TCV declined 6% YoY to USD 603mn during the quarter. However, EBIT margin improved 490bps YoY to 9.6%.

Revenue SUV Volume and Market Share
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Change in Estimates
Old estimates New estimates Change -%
Year / Rs cr FY25E FY26E FY25E FY26E FY25E FY26E
Revenue 151,640 161,201 156,524 168,591 32 4.6
EBITDA 28,597 31,980 28,579 31,508 -0.1 -1.5
Margins (%) 18.9 19.8 18.3 18.7 -60bps -110bps
Adj. PAT 12,721 15,323 13,523 15,576 6.3 1.7
EPS 113.7 136.9 108.7 125.3 -4.3 -8.5
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Consolidated Financials

Profit & Loss
Y.E March (Rs. cr) FY22A FY23A
Sales 90,171 121,362
% change 214 34.6
EBITDA 14,683 20,325
% change -3.9 30.5
Depreciation 3,508 4,357
EBIT 11,175 15,968
Interest 5,018 5,830
Other Income 3,204 3,922
PBT 9,362 14,060
% change 75.1 50.2
Tax 2,109 2,686
Tax Rate (%) 22.5 19.1
Reported PAT 7,253 11,374
Adj.* -414 -1,250
Adj. PAT 6,163 9,032
% change 107.5 46.5
No. of shares (cr) 124.3 124.4
Adj EPS (Rs.) 49.6 72.6
% change 85.3 46.5
DPS (Rs.) 11.6 16.3
Cash Flow
Y.E March (Rs. cr) FY22A FY23A
Net inc. + Depn. 10,761 15,731
Non-cash adj. -2,268 -21,661
Other adjustments
Changes in W.C 755 -1,144
C.F. Operation 9,248 -7,074
Capital exp. -5,920 -6,167
Change in inv. 847 -5,271
Other invest.CF 1,847 2,890
C.F - Investment -3,226 -8,547
Issue of equity -239 387
Issue/repay debt -3,926 17,816
Dividends paid -1,037 -1,522
Other finance.CF -680 -734
C.F - Finance -5,883 15,946
Chg. in cash 139 325
Closing Cash 11,118 11,273
AN

FY24A

139,078

14.6
24,892
27.8
4,724
20,168
7,488
3,298
15,978
13.6
3,708
23.2
12,270
11,269
11,269
24.8
124.4
90.6
24.8
211

FY24A

16,994

-23,335

712
-5,630
-9,673

668

3,407
-5,598
1,408
13,717
-2,247

-597
12,281

1,054
12,013

Balance Sheet

FY25E  FY26E | Y.E March (Rs. cr)

Cash
Accts. Receivable

156,524 168,591

12.5 7.7 ,
Inventories
IR LS Other Cur. Assets
16.5 11.6 Investments
5058 5517 .
Gross Fixed Assets

23,521 25,991
8,576 8,912 Net Fixed Assets
3328 3415 CWIP
18,274 20,495 Intangible Assets

14.4 122 Def. Tax -Net
3,655 4,099  OtherAssets
20.0 20.0 Total Assets
14,619 16,396  Current Liabilities
13,523 15,576 rovisions
Debt Funds
13,-523 15,-576 (E)th‘_’tr L;abi_'tiﬁles
quity Capita
200 12 Res. & Surplus
124.4 124.4
108.7 125.3 Shareholder Funds
20.0 15.2 Minority Interest
228 26.2 Total Liabilities
BVPS
Ratios
FY25E FY26E Y.E March

19,677 21,913  Profitab. & Return

-9,656 2,620  EBITDA margin (%)
EBIT margin (%)

1,493 2,056 Net profit mgn.(%)
ROE (%)

8529 17,237 poce (wy)

-10,683  -11,697  w.C & Liquidity
-1,829 -7,071  Receivables (days)
2,231 1,882 Inventory (days)

10,282 -16,886 ©2yavles (days)

Current ratio (x)
1408 1,408 qujick ratio (x)
6,717 3,463 Turnover &Leverage
-2,624 -2,835  Gross asset 7.0 (x)
-684 -710 Total asset T.0 (x)
4,818 1,326  Int. covge. ratio (x)
3,065 1,677  Adj. debt/equity (x)
15,078 16,754 'aluation

EV/Sales (x)

EV/EBITDA (x)

P/E (x)

P/BV (x)
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FY22A

11,118
6,374
11,596
46,061
19,211

36,032

21,902
3,036
7,783

45,309

174,113

30,246
1,498

74,667
10,876

556

46,567

47,123

9,703
174,113
379

FY22A

16.3
12.4
7.3
15.4
8.5

254
80.6
132.3
13
0.5

2.7
0.5
2.2
13

1.9
11.8
16.3
21

FY23A

11,273
7,028
16,855
56,169
21,007

34,962

20,351
1,223
9,535

60,836

205,892

36,840
1,816

88,767
11,387

557

55,809

56,366

10,716
205,892
453

FY23A

16.7
13.2
8.5
20.2
10.2

20.8

82.0

116.0
1.3
05

34
0.6
2.7
1.3

1.9
1.4
16.0
2.6

FY24A FY25E FY26E
12,013 15,078 16,754
7,459 9,078 9,947
18,590 20,232 21,964
60,203 70,344 73,616
21,573 23,085 29,994
44,635 55,319 67,015
21,409 25,074 28,957
3,461 4,154 4,984
11,299 12,626 14,153
78,714 78,039 77,805
236,301 259,538 280,224
40,062 42,109 43,408
1,763 1,917 2,083
105,225 111,942 115,405
11,741 12,656 13,446
557 1,966 3,374
65,633 76,532 89,273
66,191 78,498 92,647
11,319 12,415 13,235
236,301 259,538 280,224
532 631 745
FY24A  FY25E FY26E
17.9 18.3 18.7
14.5 15.0 15.4
8.1 8.6 9.2
18.5 18.6 17.7
11.0 11.6 1.7
19.3 20.9 21.2
80.0 78.3 80.1
110.5 106.2 102.0
13 1.4 1.4
0.4 0.5 0.5
35 3.1 2.8
0.6 0.6 0.6
2.7 2.7 29
1.4 1.2 1.1
2.5 3.1 29
13.8 16.9 15.4
21.2 217 241
3.6 4.8 4.0
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Recommendation Summary -last 3 years Dates Rating Target
11-Nov-21 BUY 1,095
3500 - vz A 512
-NOV-. y
v -

2,500 ,.ﬂ’ Sl 31-May-23 BUY 1,486
. 6-Sep-23 HOLD 1,728

1,500 P
e RN ™ 22-May-24 HOLD 2,754
500 .| i ; ; ; ; , 8-Aug-24 BUY 3,026
Nov-21 May-22 Nov-22 May-23 Nov-23 May-24 Nov-24 27-Nov-24 BUY 3,382

Rating Criteria

Ratings Large caps Midcaps Small Caps

Buy Upside is above 10% Upside is above 15% Upside is above 20%
Accumulate - Upside is between 10%-15% Upside is between 10%-20%
Hold Upside is between 0% - 10% Upside is between 0%-10% Upside is between 0%-10%
Reduce/sell Downside is more than 0% Downside is more than 0% Downside is more than 0%
Not rated/Neutral

Definition:

Buy: Acquire at Current Market Price -CMP, with the target mentioned in the research note; Accumulate: Partial buying or to accumulate as CMP dips in the future; Hold: Hold the
stock with the expected target mentioned in the note.; Reduce: Reduce your exposure to the stock due to limited upside.; Sell: Exit from the stock; Not rated/Neutral: The analyst has
no investment opinion on the stock.

Symbols definition: . Upgrade No Change v Downgrade

To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell.

The recommendations are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to
volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of valuations/ return/lack of clarity/event we may revisit rating at
appropriate time. Please note that the stock always carries the risk of being upgraded to BUY or downgraded to a HOLD, REDUCE or SELL.

Not rated/Neutral- The analyst has no investment opinion on the stock under review.

DISCLAIMER & DISCLOSURES

Certification: I, Saji John, author of this Report, hereby certify that all the views expressed in this research report reflect our personal views about any or all of the subject issuer or
securities. This report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred to as Geojit.

For General disclosures and disclaimer: Please Visit : https: //www.geojit.com /research-disclosures#fundamental-research

CRISIL has provided research support in preparation of this research report and the investment rational contained herein along with financial forecast. The target price and recommenda-
tion provided in the report are strictly Geojit's views and are NOT PROVIDED by CRISIL. Further, CRISIL expresses no opinion on valuation and the associated recommendations. CRISIL
has no financial liability whatsoever, to the subscribers / users of this report.

Group companies of Geojit Financial Services Limited are Geojit Technologies Private Limited -Software Solutions provider, Geajit Credits Private Limited -NBFC, Geojit Investment Lim-
ited -financial Services Company, Geojit Techloan Private Ltd- P2P lending Geojit IFSC Ltd - a company incorporated under IFSC Regulations, Qurum Business Group Geojit Securities
LLC - a joint venture in Oman engaged in Financial Services , Barjeel Geojit Financial Services LLC -a joint venture in UAE engaged in Financial Services, Aloula Geojit Capital Company -a
joint venture in Saudi Arabia -Under Liquidation and BBK Geojit Business Consultancy and Information KSC -C -a joint venture in Kuwait-engaged in Financial services . In the context of
the SEBI Regulations on Research Analysts -2014, Geojit affirms that we are a SEBI registered Research Entity and in the course of our business as a stock market intermediary, we
issue research reports /research analysis etc. that are prepared by our Research Analysts. We also affirm and undertake that no disciplinary action has been taken against us or our
Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader before making an investment
decision:

1. Disclosures regarding Ownership:

Geojit confirms that:

It/its associates have no financial interest or any other material conflict in relation to the subject company -ies covered herein, at the time of publication of the research report

It/its associates have no actual beneficial ownership of 1% or more in relation to the subject company -ies covered herein. at the end of the month immediately preceding the date of
publication of the research report.

Further, the Analyst confirms that:-i He, his associates and his relatives have no financial interest in the subject company -ies covered herein, and they have no other material conflict in
the subject company, at the time of publication of the research report -ii He, his associates and his relatives have no actual/beneficial ownership of 1% or more in the subject company
covered, at the end of the month immediately preceding the date of publication of the research report

2. Disclosures regarding Compensation:

During the past 12 months, Geojit or its Associates:

-a Have not received any compensation from the subject company; -b Have not managed or co-managed public offering of securities for the subject company -c Have not received any
compensation for investment banking or merchant banking or brokerage services from the subject company. -d Have not received any compensation for products or services other than
investment banking or merchant banking or brokerage services from the subject company -e Have not received any compensation or other benefits from the subject company or third
party in connection with the research report -f The subject company is / was not a client during twelve months preceding the date of distribution of the research report.

3. Disclosure by Geojit regarding the compensation paid to its Research Analyst:

Geaojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific brokerage services or transactions pertaining
to trading in securities of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst’s connection with the subject company: SAJI Digitally signed
It is affirmed that I, Saji John Research Analyst -s of Geojit have not served as an officer, director or employee of the subject company by SAJI JOHN
5. Disclosure regarding Market Making activity: JOH N ?5269322;101513%)7

Neither Geojit/its Analysts have engaged in market making activities for the subject company.

6. “Registration granted by SEBI, membership of BASL -in case of |As and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to inves-
tors.”

7. standard Warning: * INVEStMeNt in securities market are subject to market risks. Read all the related documents
carefully before investing.”

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and Exchange Board of India before
investing.

Geojit Financial Services Ltd. Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-682024, Kerala, India. Phone: +91 484-2901000, Website: www.geojit.com. For investor
queries: customercare@geojit.com. Compliance officer: Ms. Indu K. Address: Geojit Financial Services Limited, 34/659 P, Civil Lane Road, Padivattom, Kochi — 682024; Phone: +91 484-
2901367; Email: compliance@geojit.com. For grievances: Grievance Officer: Mr Nitin K; Address: Geojit Financial Services Limited,34/659 P, Civil Lane Road, Padivattom, Kochi —
682024; Phone: +91 484-2901363; Email: grievances@geojit.com. Corporate Identity Number: L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research
Entity SEBI Reg No: INH200000345, Investment Adviser SEBI Reg No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN Regn.Nos:0098,
IRDA Corporate Agent -Composite No.: CA0226.
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