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MARUTI SUZUKI (MSIL) - Q3 FY14 RESULT UPDATE

CMP: Rs 1674
Target Price: Rs 1842
Recommendation: Hold

> Q3 FY14 Net Revenue (post merger) at Rs 10620 crores. Results came in tad lower than
estimates on the back of higher discounts and input cost escalations. Domestic volumes
were 0.3% yoy lower and exports volumes were 38.6% lower. Thus total volumes dropped
4.4% yoy to 288151 units. Blended realisation, backed by yoy depreciation in rupee, was
1.4% higher yoy at Rs 368546 per unit. On qoq basis however it declined 0.5%.

Stock Info
BSE Group A > Q3 FY14 Operating EBITDA (post merger) was at Rs 1355 crores, with EBITDA margin at
BSE Code 532500 12.4%. Gross margins dropped 230bps qoq to 26.5% and this was driven by higher raw
NSE Symbol MARUTI material costs. Raw material cost incidence increased 230bps qoq to 73.5%.
Bloomberg MSIL IN
Reuters MRTI.BO > Q3 FY14 Reported PAT (post merger) was at Rs 681 crores, and PAT margins at 6.4%
BSE Sensex 20647 which was lower qoq due to drop in EBITDA margin. Lower tax incidence of 23.1%
NSE Nifty 6120 compared to 23.8% in 2QFY14 supported PAT.
In a major development, MSIL has decided to go ahead with Gujarat expansion through
100% subsidiary of Suzuki Motor corporations. It will be a contract manufacturing type of
Market Info arrangement in which subsidiary will sell products to MSIL on cost plus cash basis. We
Market Capital Rs 50578 crore believe this arrangement gives MSIL the levy to focus on existing business without doing
Equity Capital Rs 151 crores additional investment on Gujarat project. Notably, Gujarat plant would have required
Avg Trading Volume 780,650 investment of Rs 3000cr for a planned capacity of 0.25mn units.
52 Wk High / low Rs 1864 / 1217
Face Value Rs 5 > BUSINESS OUTLOOK: Management has said that rural demand continues to drive
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B Promoters
Foreign Institutions
M Public & Others

m Corporate

B Domestic Institutions

volumes of the company and expects it to contribute 30% of domestic volumes. It expects
industry volume de-growth of 4-5% in FY14 and expects its own volumes to see 2-3%
decline. We expect similar de-growth in volume (domestic & exports) for MSIL in FY14, but
have built in upticks in FY15. Yen weakness benefits and localization are however expected
to continue giving fillip to margins; our main concerns continue to be “weak volumes”.

> Financial and Estimates: We estimate a 2 year CAGR Revenue growth of 10%, 2 year
CAGR Operating EBITDA growth of 18.9% (with EBITDA margins in the range of 11% and
13% including SPIL). SPIL is expected to add about Rs 4/share to the overall EPS. Our main
margin expansion levers are continued benefits from localization, yen weakness, and
expected lower RM costs in FY14.

Valuation: The stock at Rs 1674 trades at 15.5x and 12.7x our estimated EPS of Rs 108 and
Rs 132 for FY14 & FY15 respectively (which includes SPIL). We value the stock at 14x FY15
EPS, and assign a price target of Rs 1842, with a “Hold” recommendation.

| POST MERGER ESTIMATES (including SPIL)

Y/E March, (in Rs crore) FY12 FY13 FY14 E FY15E
Net Sales 34,705.9 42,612.6 43,269.9 50,388.0
yoy% -3.2% 22.8% 1.5% 16.5%
Operating EBIDTA 2,512.9 4,229.7 5,675.9 6,639.5
EBITDA margin 7.1% 9.7% 12.5% 12.9%
PAT 1,635.1 2,392.1 3,261.6 3,974.3
yoy% -28.6% 46.3% 36.3% 21.9%
EPS : Including SPIL 56.6 79.2 108.0 131.6
P/E (x) 29.6 21.1 15.5 12.7
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P&L (in Rs crore) Q3 FY14 Q3 FY13 yoy Q2 FY14 qoq

MARUTI SUZUKI

Domestic Vehicles 268185 268957 -0.3% 241562 11.0%
Export Vehicles 19,966 32,496 -38.6% 34024 -41.3%
Total Vehicles 288,151 301,453 -4.4% 275586 4.6%

Net Sales 10620 10957 -3.1% 10212 4.0%

Oth Operating Inc 274.1 243.4 12.6% 256.2 7.0%

Total Income 10894 11200 -2.7% 10486 4.1%

Total Raw Mat Cost 7801 8784 -11.2% 6896.8 7.4%

Employee Cost 300 231 29.7% 7264.4 -19.5%
Other Expenditure 1438 1294 11.1% 1509.9 -4.8%
Total Expenditure 9539 10309 -7.5% 9146.6 4.3%

Operating EBITDA 1354.8 891.3 52.0% 1321.4 2.5%

margin % 12.4% 8.0% 12.6%

Op EBIT 813.4 532.9 52.6% 822.3 -1.1%
Other Income 116.9 188.6 -38.0% 101.0 15.8%
OP EBIT + Oth Inc 930.4 721.6 28.9% 923.3 0.8%

Interest (Net) 44.8 45,9 -2.5% 434 3.2%

PBT 885.6 675.6 31.1% 879.9 0.6%

Tax Provision 204.4 174.3 17.2% 209.7 -2.5%
PAT 681.2 501.3 35.9% 670.2 1.6%

Tax rate 231 25.8 - 23.8

Basic EPS 22.6 17.4 30.0% 22.2 1.6%

Dep per share 17.9 12.4 44.5% 16.5 8.5%

Cash EPS 40.5 29.8 36.0% 38.7 4.5%
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Net Sales

YoY%

Income from Operations
Materials Consumed
Total Expenditure
Operating EBITDA
EBITDA margin %
Core EBITDA

Core EBITDA margin %
Depreciation
Operating EBIT

Other Income

Interest

PBT before Excp Items
Exceptional Items

PBT

Tax Expense

Reported Net Profit
YoY%

Reported EPS

Cash EPS

Eff tax rate

Operating Activities

PBT

Add Non Cash charge
Add Exceptional Iltems
less Other Income + misc
Add Interest cost
Change in Working Cap
Less Cash Taxes

Cash flow : Operations

Investing Activities
Fixed assets purchase
Investments change
Other Income

Cash Flow: Investing

Financing Activities
Interest Paid
Dividend and Tax paid
Borrowings change
Cash flow: Financing

Opening Cash
Net Change in Cash
Closing Cash

34,705.9
-3.9%
35587.1
28065.6
33074.2
2512.89
7.1%
1631.7
4.7%
1138.4
1374.5
826.9
55.2
2146.2
0.0
2146.2
511.1
1635.1
-28.6%
56.6
96.0
23.8%

2,146.2
1,138.4
0.0
(755.5)
55.2
(104.0)
(250.9)
2,229.4

(2,632.5)
(781.8)
496.0
(2,918.3)

(42.6)
(251.8)
910.9
616.5

2,508.5
(72.4)
2,436.1

42,612.6
22.8%
43587.9
32514.9
39358.3
4229.68
9.7%
32543
7.6%
1861.2
2368.5
812.4
189.8
2991.1
0.0
2991.1
598.9
2392.1
46.3%
79.2
142.4
20.0%

2,991.1
1,861.2
0.0
(812.4)
189.8
(780.5)
(598.9)
2,850.3

(5,139.9)
(455.3)
812.4
(4,782.8)

(189.8)
(251.8)
713.0
2713

2,436.1
(1,661.2)
775.0

43,269.9
1.5%
44273.7
31552.1
38597.8
5675.90
12.8%
4672.1
10.8%
1890.5
3785.4
751.7
189.8
4347.3
0.0
4347.3
1085.7
3261.6
36.3%
108.0
170.5
25.0%

4,347.3
1,890.5
0.0
(751.7)
189.8
368.2
(1,085.7)
4,958.5

(3,000.0)
(250.0)
751.7
(2,498.3)

(189.8)
(268.6)

0.0
(458.4)

775.0
2,001.7
2,776.7
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50,388.0
16.5%
51497.3
37060.0
44857.8
6639.53
12.9%
5530.2
11.0%
2032.6
4606.9
879.8
189.8
5296.9
0.0
5296.9
1322.6
3974.3
21.9%
131.6
198.8
25.0%

5,296.9
2,032.6
0.0
(879.8)
189.8
(213.5)
(1,322.6)
5,103.4

(3,000.0)
(300.0)
879.8
(2,420.2)

(189.8)
(298.4)

0.0
(488.2)

2,776.7
2,195.0
4,971.7

SOURCES OF FUNDS
Share Capital
Reserves & Surplus
Shareholders’ Funds
Non Current Liab
Current Liabilities

Total Liab+ Equity

USE OF FUNDS

Fixed Assets Total

Non Current Invstments
Others: Long term

Sum: Non curr Assets

Current Assets

Cash

Short term loans, others
Sum: Current Assets

Total Assets

Profitability
Operating EBITDA%
Core EBITDA%
Operating EBIT%
PAT%

Du Pont ROAE breakup
PAT / Sales
Sales / Avg Total Assets

Avg Total Assets /Avg Equity

ROAE
ROACE%

Other Ratios and Calculations

Current Ratio
Long Term Debt / Equity

EPS

DPS

Dividend %

Dividend Payout ratio
P/E

BVPS

P/BV

144.5
15042.9
15187.3

568.1

6546.9

22302.4

8462.6
1393.2
1367.2
11223.1

7488.3
2436.1
1154.9
11079.3

22302.4

MARUTI SUZUKI

151.0
18427.9
18579.0

1281.1
6827.9

26688.0

11741.4
1,848.5
2173.4
15763.2

8494.3
775.0
1655.6
10924.9

26688.0

7.1%
4.7%
3.9%
4.7%

4.7%
1.78
1.34

11.2% 1

9.1% 1

1.69
0.04

56.6
7.50
150%
133% 1
29.6
525.7
3.2

151.0

21391.1
21542.2
1281.1
7355.9

30179.2

12850.8
2,098.5

21734
17122.6

8654.0
2776.7
1625.8
13056.5

30179.2

9.7%
7.6%
5.4%
5.6%

5.6%
1.74
1.45

4.2%

3.3%

1.60

0.07

79.2
8.00

160%

0.1%
21.1

615.0

2.7

12.8%
10.8%
8.5%
7.5%

7.5%
1.52
1.42

16.3%
17.7%

1.77
0.06

108.0
8.50
170%
7.9%
15.5
713.1
2.3

151.0
25049.5
25200.5

1281.1
8566.0

35047.7

13818.2
2,398.5

21734
18390.0

10077.6
4971.7
1608.2

16657.5

35047.7

12.9%
11.0%
8.9%
7.9%

7.9%
1.55
1.40

17.0%
18.7%

1.94
0.05

131.6
9.00
180%
6.8%
12.7
834.2
2.0
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MARUTI SUZUKI

E. research@arihantcapital.com
T.022-42254868

Head Office Registered Office

3" Floor, Krishna Bhavan, E-5 Ratlam Kothi

67 Nehru Road, Vile Parle (East), Indore - 452003, (M.P.)
Mumbai - 400057 Tel: (91-731) 3016100
Tel: (91-22) 42254800 Fax: (91-731) 3016199

Fax: (91-22) 42254880

Stock Rating Scale
Absolute Return

BUY >20

ACCUMULATE 12-20

HOLD 5-12

NEUTRA 0-5

REDUCE <0

SMS: ‘Arihant’ to 56677 www.arihantcapital.com research@arihantcapital.com
Arihant is Forbes Asia’s ‘200 Best under a $Bn’ Company
‘Best Emerging Commodities Broker’ awarded by UTV Bloomberg (2011)
Disclaimer:

This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation for the purchase and sale of any
financial instrument by Arihant. This document has been prepared and issued on the basis of publicly available information, internally developed data and
other sources believed to be reliable. Whilst meticulous care has been taken to ensure that the facts stated are accurate and opinions given are fair and
reasonable, neither the analyst nor any employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness
guaranteed. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The
user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the subject of this document or in related
investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is based, before its
publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision taken by the reader of this document.
Affiliates of Arihant may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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