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Maruti Suzuki India Ltd

The Indian market for passenger vehicles (PV) demand is expected to grow meaningfully in FY18-21, as
the nation’s economy begins to see recovery in GDP growth. Normal monsoon, higher infrastructure
spending, increased government spending in rural segment, higher MSP’s and rising income levels
would be key factors which would drive auto sector demand growth in the coming quarters. The
upcoming festive season should also contribute to the uptick in demand. Given the wide product
portfolio and extensive dealer network, we expect MSIL to be one of the prime beneficiaries of recovery
in domestic passenger car demand.

Maruti is preparing itself for the next leg of its growth story in Indian Automobile sector i.e. Electric
Vehicles. The company has entered into a JV with Toshiba and Denso for setting up Lithium-ion battery
manufacturing plant in Gujarat to pave way for beginning sales of Electric Vehicles by 2020. It has taken
further initiatives to source locally auto engine components in order to mitigating currency woes. With
the SMG plant-2 scheduled for commission in 2HFY19, management is confident it can meet market
demand during FY19-21. Maruti plans to introduce around four new products in the next 12 to 18
months to build further on five years of successive double-digit sales growth.

Management outlook: For the full year, the company expects a near double-digit growth for the
industry, which it is confident of outpacing. With the Gujarat plant (with annual capacity of 250k units)
operating at full capacity and second line becoming operational in 2HFY19, there is unlikely to be any
capacity constraint during the year. On the margin front, management highlighted that commodity
costs are likely to stabilise from 3QFY19.

We believe MSIL is in a competitive position at present, driven by new product launches (new segments),
expanding alternate fuel/ ISG-mild hybrid, extensive network and moderate competition. With lean
channel inventory, healthy waitlist, new model launches, continued improvement in rural and govt.
employee sales, the company is on course to post healthy double-digit volume growth.

We expect Maruti continue to strive its leadership and stay ahead to its peers with its strong positioning
due to its deep root understanding of Indian consumers. Maruti is likely to witness strong earnings
potential in FY18-21E, driven by: (1) strong product life scale and continued focus on new product
launches, (2) focus on input cost reduction and Increase in premium vehicles sales, and (3) strong
parent R & D technology support to transform and stay ahead to its peers.

Valuations: Maruti trades at ~24x FY20 earnings,
trajectory led by strong Auto Brand Franchise.

scope for sustaining strong earnings growth

Key risk: sharp rise in raw material / commodity costs, sharp JPY appreciation are slower-than-expected
demand.
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Story in charts

Key Financial Summary Trend in Volume & Realisation
- -  Duarterly volurnes (units) —— orage realization (IMR, RHS)
Financial Summary {INR mn) 550,000 - <0000
¥/E March FYieh FY174 FY18E FY19E FY20E
Net Sales 5.64.412 £,69,093 7.81.048 923439 1095014 SN0
Sales Growth (%) 15.1 185 16.7 18.2 186 A,50,000 - - 450,000
EBITDA 88,844 1.03.504 1.20.615 148791 1.79.601 A,00,000
EBITDA Margin (%) 154 152 15.1 15.7 16.0 250,000 L 4,00,000
Adjusted Net Profit 53,643 73,489 71,218 98,432 1,20201 e
Diluted EPS (INR) 1776 2433 557 3259 398.0 200,000 I——
Diluted EPS Growth (%) 504 370 51 2775 21 250,000 - =
ROIC (%) a7 623 817 1224 170.4 N
ROE (%) 200 23 198 217 25 oo - 3.00,000
P/E (x) 549 401 382 299 245 1,550,000 4
BB () 99 8.1 71 6.0 5.1 1.00,000 | 250000
EV/EBITDA () 32 285 244 197 16.3 s E E T = EEEEEEEEEGEEE
Dividend Yield (%) 0.4 08 08 0a 08 = =5 5 = %_r 5 & 3 %_r = 2 3 5 = %_r ==
Source: Company, JM Financial Source: Company, JM Financial
Trend in R & D Investment (INR min) Trend in EBIDTA Margin & RM Costs
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Source: Company Source: Company, JM Financial
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Story in charts

Trend in Industry Fuel Mix %

Strong Distribution Network Inching up
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Trend in Employee & Other costs to Sales

Source: Company

Rising share of MSIL Finance
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Financial snapshot — Balance sheet and Income statement

Balance Sheet (INR mn) Income Statement {IMNR mn)
¥/E March FY 164 FY 174 F¥18E FY19E F20E W/E March FrigA Fri7A FY18E Fri9E FY20E
Shareholders’ Fund 2,98,842 3.61.711 4,17.573 487859 5.79.313 Met Sales 5.64.412 6,690,093 7.31.048 9.23,499 1025014
Share Capital 1.510 1,510 1.510 1,510 1.510 Sales Growwth 15.1% 18.5% 16.7%% 182% 1B8.6%
Reserves & Surplus 2.97.332 3.60.201 416,063 4,85 349 5.78.403 Other Opsrating Incoms 10,253 11,242 15.579 24,000 28,500
) Total Revenus 5. 75,281 6.80,335 T.9T7.627 9,47 499 11,253.514

Preference Share Capita 0 o 0 ] o
. Cost of Goods E-:ﬂ:i"ﬂp Exp 3.85.974 467,316 5.49.750 5 51,067 774,175

Minority Interest 0 o 0 ] o
Personinel Cost 19,783 23,310 283,338 32 022 36,505
Total Loans 774 2,836 1.108 1,108 1.108 _ . - ame
Other ExDEnses = 86,205 93,924 1.15,&18 1,33.233
Def. Tax Liab. / Assets () 5.045 7.822 10,02 10.021 0.02 S — R P P — F—
Total - Equity & Liab. 3.04,661 3,74.369 4,28,702 4,98 988 5,91,042 EETDA Margin — e —— B — B —
Met Fixed Assets 1.35.169 1.,45,415 1.54.849 1.52,.333 1.45.323 EBITDA, Growthi aZ 7% 16.5% 16.5%% 23 4% 20.7%
Gross Fixed Assets 1.53.218 1,856,558 2,14.835 2.55,094 2.83.298 Depn. & Amort. 28.202 265,021 27.579 z1.720 35,341
Intangible Assets 0 o 0 o o EBIT 50,642 77 ABS 93,0345 1. 17,071 1,435,260
Less: Depn. & Amort. 28,118 53,666 81.245 1.12,985 1.49.307 Crther Income 13.795 22,107 16,998 23,546 28,455
Capital WIP 10,069 12,523 21,259 10,204 11,332 Financs Cost o o o o o
Investments 1.99,553 2.82.522 3.52,902 402,522 5.03.022 PET before Excep. & Forex 7a.a37 ¥2.520 I.10.034 l.an.eiw LA
Excap. & Forex inc Moss(-) o o [} (5] 4

Current Assets 79.824 TT. 142 81.841 1.29.442 1.60.221
PET 74 437 S0 520 1,103,034 1. 20,617 1.71.71%

Inventories 31.321 32,622 31.608 50,603 50,001
Taxes 20,794 26,101 32.8186 42 185 51.51%

v r 1 4

Sundry Debtors 13.222 11,992 14,618 20,241 24.000 Extraordinary IncALosst-) o - o o o
Cash & Bank Balances 391 138 711 17.593 29.135 Azzor. Profivhdin, Imti-1 o o o o o
Loans & Advances 16.817 16,059 18.615 23,087 27.375 Reoorted Met Frodit 53,643 73,4809 77.218 a5 432 1.20.201
Other Current Assets 18.073 16,331 16,289 17,918 19,710 adjusted Met Profit 53,543 73,480 77.218 Qg 432 1,20,201
Current Liab. & Prov. 1.09.885 1.30,710 1.60.890 1.85,309 217,524 Met hargin ER-LH 10.8% 2.7 10.4% 10.7%
Current Liabilities 74.073 83.673 1.04.970 1.21.295 1.44.230 Diluted Shars Cao. (mn) ERR s0z.0 302.0 020 020
Provisions & Others 35.812 47.037 55.920 64,015 73.294 Ritec] EFS () 1975 2aN.m =T nzs. Ao
Met Current Assets -30,061 53,568 -79,049 -55,867 -57,303 Diluzed 2P5 Growth S0.ate .ot 5.1% 75 22.1%
Total Dividend + Tax 12314 26,387 23,145 28 146 28, 146

Total — Assets 3.04.661 3.74.369 428702 498988 5.91.042
Dividend Per Share (IMR) 35.0 F5.0 BD.0 S0.0 EO0.D

Source: Company, JM Financial N N
pany, Source: Company, JM Financial
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Financial snapshot — Key multiples and Operational metrics

Cash Flow Statement {INR mn) Dupont Analysis
¥JE harch Friga Fi1TA Fi18E Fr 198 FY20E ¥iE March Fri6a Fri7A FY1BE FY13E FY20¢8
Profit befors Tax 74,437 99,530 1,10,034 140,617 171,715 hat hangin 3.3% 10.8% 3.7% 10.4% 10.7%
Diepn. & Amart. 28,202 26,021 27.579 31,720 35,341 Assat Turmover (¥ 2.1 0 20 2.1 2.1
Met Intarest Exp. f Inc (-} o o o o + ) . .

Laveraga Factor (x) 1.0 ] .0 1.0 1.0
Inc (-} ¢ Dec in WCap. 9,006 23,254 26,054 -5,300 12,978

ROE 20.0% 22.3% 19.5% 21.7% 22.5%
Cthers o o o o +
Taxes Paid -20,794 26,101 32,816 -42,185 51,515
Operating Cash Flow 90,851 1,22,764 1,30,851 1,23,852 168,520 Key Ratios
Capex -21,950 -36,267 -37.013 -20,204 -29,332 iE March FY16A FY17A FY18E F13E FYZOE
Fres Cash Flow 58,501 £6,497 93,538 04,540 1,40,188 Bv/Share (MR 3535 1,197.7 13827 1.615.4 1,920.2
Inc (-} 7 Dec in Investrants -71,413 -82,96% -70,380 -40,620  -1,00,500 RCHE 40.7% 62.3% B7.7% 122.4% 170.4%
Cthers o o o o + ROE 20.0% 22.3% 19.5% 21.7% 22.5%
Imvesting Cash Flow -23 363 -1,19,236 -1,07.393 -7B,824 -1,29,832 et DebbEquity (x) 0.0 oo oo 0.0 oo
Inc / Dec (-} in Capital o o o o 0 FIE [ 54.9 40,1 352 0.3 24.5
Dividend + Tax thereon -12,314 -26,387 -28,146 -28,146 28,145 BE i) 2g B 71 50 5
Inc / Dec (-} in Loans -5,672 4,062 -3,728 o 0 SVEETDA () 333 255 24 137 163
Cthers 20,706 18,544 3,089 o + Eyimalas () 51 43 3.7 31 26
Financing Cash Flow 2,720 -3, 781 -22 BES -28,146 -28,148 Dabtor days : g - s 5
Inc / Dec (- in Cash 208 -253 573 16,882 11,542 entory days - - 4 s -
Cpening Cash Balance 183 331 138 711 17,593 i . _ .

Cregitor gays 56 33 57 55 56
Clasing Cash Balance E= 138 711 17,583 29,135

) . Source: Company, JM Financial
Source: Company, JM Financial
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Vibhuti Khand, Gomtinagar, Lucknow - 226010.
Tel.: (0522) 493 3250.

Nellore: Dr. Anilreddy Building, D. No. 16-2-232,
4th Flr, Gandhi Nagar, Pogathota, Nellore - 524001.
Tel.: (0861) 235 8299.

New Delhi: 5 G&H, 5th Floor, Hansalaya Building,
15, Barakhamba Road, New Delhi-110001.
Tel.:(011)4953 7800

Noida: Office No.1007, 10th Flr, Wave Silver Tower,
Opp. Metro Station, Sector - 18, Noida-201 301.
Tel.: (0120)7184710.

Pune: 205, Business Guild, Opp. Krishna Dining
Hall, Law College Road, Erandwane, Pune - 411 004.
Tel.: (020) 4903 1600.

Rajkot: 202, 2nd Floor, Solitaire, Swami
Vivekananda Marg, Near Municipal Commissioner's
Bungalow, Ramakrishna Nagar, Rajkot - 360 002.
Tel.: (0281) 619 4000.

Secunderabad: 305, 3rd Floor, Jade Arcade, Opp.
Paradise Hotel, M.G. Road, Secunderabad-500 003.
Tel.: (040)40105200.

Surat: International Commerce Centre, Awing, 2nd
flr, 202, Near Majura Gate, Ring Road, Surat-
395002. Tel.: (0261) 408 1700.

Tirupati: 174, 2nd floor, New Balaji Colony, AIR
Bypass Road, Tirupati - 517 502, Andhra Pradesh.
Tel.: (0877) 668 8100.

Vadodara: G1-Ground Floor, "Soham", 49 Alkapuri
Society, Opp. HDFC Bank, Alkapuri, Vadodara -
390007.Tel.: (0265)619 1300

Vizag: Door No: 9-1-224/4/3, 1st Floor, Nandan
Nirman, CBM Compound, Near Ramatalkies
Junction, Visakhapatnam-530 003.

Tel.: (0891) 660 3800.
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