ArihantCapital

Generating Wealth

Q1 FY22 - Result Updai

29t July 2022 Maruti Suzuki India Ltd.

In the Slow Lane ; Weak Margin

CMP: INR 7,165
Rating: Reduce

Target Price: INR 6,755

Stock Info

BSE 532500
NSE MARUTI
Bloomberg MSIL IN
Reuters MRTI.NS
Sector Automobiles
Face Value (INR) 5
Equity Capital (INR mn) 1,510
Mkt Cap (INR mn) 21,64,410

52w H/L (INR) 8,329/ 5,928
Avg Yearly Vol (in 000’) 1028

Shareholding Pattern %

(As on June, 2021)
Promoters 56.37
Public & Others 43.63

Stock Performance (%) 3m 6m 12m

Maruti 8.9 -55 14.0

Nifty 56 136 39.0

Maruti Vs Nifty

170

150

130

110

90

70

50
O O O OO0 dH ™ ™ ™« o -
R I B RS BN RN
RN EN N L

Maruti Nifty 50

Abhishek Jain
abhishek.jain@arihantcapital.com
022 67114851

Jyoti Singh
jyoti.singh@arihantcapital.com
02267114834

Arihant Capital Markets Ltd

Maruti Suzuki (MSIL) has reported revenue above & EBITDA, PAT
below our estimates in Q1 FY22. Standalone revenue stood at INR
1,77,707 Mn, against our estimate of INR 1,74,526 Mn registering
+333% YoY/-26% QoQ. EBITDA stood at INR 8,211 Mn, against our
estimate of INR 13,956 Mn, Registering -195%YoY/-59%QoQ. On the
margins front, EBITDA margin flat by 26bps YoY/-4bpsQoQ to 4.6%,
against our estimate of 8%. Due to adverse commodity prices and
lower non-operating income impacted margin. Standalone PAT saw a
decline of 277%YoY/40% QoQ to INR 4,408 Mn against our estimate
of INR 9,546 Mn largely impacted due to lower sales volume.
Commodity prices increased steeply but the company continued to
make efforts to reduce costs. Total Volume was up by 362%YoY/-1%
QoQ to 3,53,614 units.

Concall highlights-Q1 FY22

* Order book: The company order book stands and 170k units.

* Inventory: The channel inventory of 130-135k, about 27 days as per
4QFY21 retails.

* The company has taken small price hikes in July and a price hike of
1.3% in Jan, 1.6% in April and a small increase in July.

* Employee: The company employee costs affected due to covid
related expenses and wage settlement and increments

* Capex: The company expects capex of INR 45000 mn in FY22.

* Retail sales in Q1 FY22 was 501k units for industry and around 200k
for Maruti and market share decline is led by lower CNG
production, higher growth in SUVs and low channel inventory.

* First Time Buyers: Share of first time buyers in 1QFY22 decreased
from ~46.9% to 45.4% whereas replacement mix started seeing
recovery from lows of 4Q FY21.

Outlook and valuation

At CMP of INR 7,165, MSIL currently trading at FY22/FY23 P/E of
43.4x/29.7x, to its EPS of INR 165/241.2. Post 2nd wave of Covid-19
Maruti lost its market share despite picking up of demand as the
growth was driven by SUVs and upgrade customers where Maruti has a
limited presence. Additionally higher commodity prices has also
impacted the margin with limited room for the price hike, which may
put margin pressure for the next few quarters. Though we remain
optimistic over the short to medium term as may see trend reversal
away from shared mobility. We value Maruti at 28x FY23 EPS of INR
241.2 for the Target Price of INR 6,755 per share. We assign a reduce
rating on the stock.

\({FN“:?J;'; NetSales EBITDA PAT EPS (INR) M:ng'iTnDQ ROE (%)  P/E(x)
FY19 8,60,203| 1,09,993 75007 2483 12.8 17.1 24.8
FY20 7,56,106|  73,026] 56,506  187.1 9.7 11.9 383
FY21 7,03,325| 53,453 42,297 140.0 7.6 8.5 51.2
FY22E 7,80,316| 59,808 49,857  165.0 7.7 9.7 43.4
FY23E 8,78,352| 86,900 72,874 2412 9.9 13.8 29.7

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Q1FY22 result Snapshot

Standalone (INRm) Q1 FY22 Q4FY21 Q1FY21 YoY (%) QoQ(%)
Net Sales 1,77,707 2,40,237 41,065 333 -26
- Raw Material 1,32,905 1,77,509 29,364 353 -25
(% of Net Sales) 74.8% 73.9% 71.5% 5 1
- Staff Expenditure 10,643 9,003 7,303 46 18
(% of Net Sales) 6.0% 3.7% 17.8% -66 60
- Other Expenditure 25,948 33,814 13,032 99 -23
(% of Net Sales) 14.6% 14.1% 31.7% -54 4
Total Expenditure 1,69,496 2,20,326 49,699 241 -23
EBITDA 8,211 19,911 -8,634 -195 -59
EBITDA Margin (%) 4.6% 8.3% -21.0% 26bps -4bps|
Depreciation 7,432 7,410 7,833 -5 (o)
EBIT 779 12,501 -16,467 -105 -94
Interest 222 324 173 28 -31
Other Income 5,078 898 13,183 -61 465
PBT 5,635 13,075 -3,457 -263 -57
Tax 1,227 1,414 -963 -227 -13
Tax Rate (%) 21.8% 10.8% 27.9% -6bps 11bps
Adjusted PAT 4,408 11,661 -2,494 -277 -40
Exceptional Items 0 0 0

Reported PAT 4,408 11,661 -2,494 -277 -40
Reported EPS (INR) 14.59 38.60 -8.26

Volumes (In Nos) 353614 492235 76,599 362 -1
Net Realisation (INR) 5,02,545 4,88,053 5,36,104 3 3
EBITDA / Vehicle (INR) 23,220 40,450 -1,12,717 -121 -10

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg

Volumes (In Nos) 1QFY22 4QFY21 1QFY21 YoY (%) QoQ (%)
Domestic 3,08,095 4,56,707 53,162 (32.5) 479.5
A: Mini 47,240 73,765 10,458 (36.0) 351.7
A: Compact + Super compact 1,61,510 2,39,653 26,696 (32.6) 505.0
A: Mid-Size + Exec 2,518 4,485 553 (43.9) 355.3
Total cars 2,11,268 3,17,903 37,707 (33.5) 460.3
B: UVs 60,011 76,945 9,764 (22.0) 514.6
C: Vans 36,816 61,859 5,691 (40.5) 546.9
Export 45,519 35,528 9,572 28.1 375.5
Total Volumes 3,53,614| 4,92,235| 62,734 (28.2) 463.7

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg

Other Highlights from the Conference Call

* Inquiries and bookings: The management mentioned that Inquiries and bookings are at similar level and 80-85%
against in Q4 and 20% higher and similar to June levels respectively.

* Demand: Customer CNG preference continues to increase and during the quarter the company faced supply-side
issues including global semi-conductor shortages. The company is committed to working on all powertrain techs
like ICE, Hybrid, BEV, CNG, Biofuel.

* The company closely collaborating with supplier partner and company was able to effectively manage supply
issues during the quarter 3rd plant in SME annual production 250000 units for mid operational.

* Commodity Price: The Company expects commodity Price to continue in the current quarter and to stabilize in
the 2nd half of the year..

* Cost optimization Program: Lower the sales promotion and advertisement expenses to limit some of the adverse
and the steep commodity price increase and increase in selling prices carefully.

* Discounts stood at INR 14000/unit.
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Profit & Loss Statement

Particulars (INR mn) FY19 FY20 FY21 FY22E FY23E
Net sales 8,60,203 7,56,106 7,03,325 7,80,316 8,78,352
Growth, % 7 -14 -7 11 13
RM expenses -5,95,485 -5,31,566 -5,08,172 -5,69,631 -6,13,968
Employee expenses -32,549 -33,839 -34,029 -39,133 -41,090
Other expenses -1,23,397 -1,18,892 -1,07,671 -1,11,654 -1,36,385
EBITDA (Core) 1,09,993 73,026 53,453 59,898 86,909
Growth, % -9 -34 -27 12 45
Margin, % 12.8 9.7 7.6 7.7 9.9
Depreciation -30,189 -35,257 -30,315 -31,732 -34,657
EBIT 79,805 37,769 23,138 28,166 52,252
Growth, % -14 -53 -39 22 86
Margin, % 9.3 5.0 3.3 3.6 5.9
Interest paid -758 -1,329 -1,008 -1,077| -1,178
Other Income 25,610 34,208 29,464 36,830 42,355

2.98 4.52 4.19 4.72 4.82
Non-recurring ltems 0 0 0 0 0
Pre-tax profit 1,04,657 70,648 51,594 63,919 93,429
Tax provided -29,650 -14,142 -9,297 -14,062 -20,554
Profit after tax 75,007 56,506 42,297 49,857 72,874
Others (Minorities, Associates) - - - - -
Net Profit 75,007 56,506 42,297 49,857 72,874
Growth, % -3 -25 -25 18 46
Net Profit (adjusted) 75,007 56,506 42,297 49,857 72,874

Balance Sheet
Particulars (INR mn) FY19 FY20 FY21 FY22E FY23E
Cash & bank 1,789 211 30,364 31,207 33,861
Marketable securities cost 3,49,878 3,49,404 4,02,595 4,11,595 4,22,595
Debtors 23,104 19,749 12,766 14,163 15,943
Inventory 33,257 32,149 30,500 34,189 36,850
Loans & advances 162 171 232 237 241
Other current assets 14,851 19,808 27,250 27,250 27,250
Total current assets 73,163 72,088 1,01,112 1,07,046 1,14,145
Investments 15,272 15,272 15,272 15,272 15,272
Gross fixed assets 4,11,631 4,50,622 4,65,678 5,10,678 5,55,678
Less: Depreciation -2,57,553 -2,92,810 -3,23,125 -3,54,856 -3,89,513
Add: Capital WIP 16,001 13,374 11,923 12,000 12,000
Net fixed assets 1,54,078 1,57,812 1,42,553 1,55,822 1,66,165
Total assets 6,29,318 6,24,971 6,92,525 7,20,317 7,48,760
Current liabilities 1,33,763 1,05,089 1,48,763 1,57,908 1,66,529
Provisions 6,639 7,312 7,863 7,863 7,863
Total current liabilities 1,40,402 1,12,401 1,56,626 1,65,771 1,74,392
Non-current liabilities 26,005 27,137 25,139 30,226 30,225
Total liabilities 1,66,407 1,39,538 1,81,765 1,95,996 2,04,616
Paid-up capital 1,510 1,510 1,510 1,510 1,510
Reserves & surplus 4,59,905 4,82,860 5,04,362 5,17,923 5,37,746
Shareholders’ equity 4,61,415 4,84,370 5,05,872 5,19,433 5,39,256
Total equity & liabilities 6,29,318 6,24,971 6,92,525 7,20,317 7,48,760
Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Cash Flow

Particulars (INR mn) FY19 FY20 FY22E FY23E
Pre-tax profit 1,04,657 70,648 51,594 63,919 93,429
Depreciation 30,189 35,257, 30,315 31,732 34,657,
Chg in working capital -15,164 -28,504 45,354 4,054 4,176
Total tax paid -29,323 -13,748 -11,556 -14,062 -20,554
CFO 62,280 30,774 87,251 54,975 70,530
Capital expenditure -45,419 -36,364 -13,605 -45,077 -45,000
Chg in investments 27,752 40,474, -13,191 31,000 29,000
CFI -32,057 -1,682, -37,332 -17,247 -13,646
Free cash flow -23,138 -45,590 33,646 -30,102 -14,470
Dividend (incl. tax) -28,455 -21,377 -29,946 -36,296 -53,053
CFF -28,825 -23,139 -27,129 -37,373 -54,230
Net chg in cash 1,398, 5,953, 22,789 355 2,654
Opening cash balance 711 1,789 211 30,364 31,207
Closing cash balance 1,789 211 30,364 31,207 33,861

Ratios

Particulars (INR mn) FY19 FY20

EPS (INR) 248.3 187.1 140.0, 165.0 241.2
PE (x) 24.8 38.3 51.2 43.4] 29.7
Price/Book (x) 4.0 4.5 4.3 4.2 4.0
EV/EBITDA (x) 13.7] 24.9 32.5 28.8 19.7
EV/Net sales (x) 1.8] 2.5 2.5 2.2 2.0
RoE (%) 17 12 9 10 14
RoCE (%) 23 14 10 12 17
Fixed Asset turnover (x) 2.1 1.7 1.5 1.5 1.6
Dividend Yield (%) 1.3 0.8 1.2 1.5 2.2
Receivable (days) 10 10 7 7 7
Inventory (days) 16 17 17 17 17
Payable (days) 47 40| 57 56 55
Revenue Growth (%) 7 -14 -7 11 13
EBIDTA Growth (%) -9 -34 -27 12 45
EPS Growth, % -7 -25 -25 18 35
Net D/E ratio (x) (0.8) (0.7) (0.8) (0.8) (0.8)

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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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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