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Arihant Capital Markets Ltd

Maruti Suzuki (MSIL) has reported a mixed set of numbers in Q3FY21.
Standalone revenue stood above our estimates while EBITDA and
PAT are slightly below our estimates. Standalone revenue stood at
INR 2,34,578 Mn, registering +13% YoY/+25% QoQ. EBITDA stood at
INR 22,261 Mn, up by 6%YoY/15%QoQ. On the margins front, EBITDA
margin flat by -1bps YoY/-1bps QoQ to 9.5%. Standalone PAT saw a
rise of 24%YoY/14% QoQ to INR 19,414 Mn vs INR 15,648 Mn in
Q3FY20. EPS at INR 64.3 vs INR. 51.8 YoY (INR. 45.4 QoQ). Total
Volume was up by 13%YoY to 4,95,897 units.

Concall highlights

* Demand: Given the uncertainty of sustainability of demand and
increased in input cost could not be passed on by way of price
increases.

* Rural sales penetration stood at 40% for Q3FY21.

* Replacement buying declined 19% this year (26% last year).

* Post pandemic people are upgrading their vehicles less and holding
their buying little longer. The average age of vehicles coming to
True Value is 9.2 years (earlier 8 years). So the replacement buying
is still not bounced back however sees a much better sentiment
post pandemic.

» Staff costs were impacted by increments that were deferred to H2
and one time provision of retirement benefits.

* Channel inventory is very low at the beginning of Q4 at 21k
vehicles.

* Company believes the path to electrification would be through
Hybrid.

* Pricing and margin outlook: The company will remain cautious
while taking further price hikes as the current volume is still 33%
below peak levels. Margin in 4Q is likely to be impacted due to
continued increase in precious metal/steel prices. The company
plans to mitigate the impact of commodity inflation through lower
discounts, price hikes (upto INR 34k taken w.e.f. 18Jan’21), cost
reduction efforts and supply chain optimization.

Outlook and valuation

At CMP of INR 7589, MSIL is trading at a FY23 P/E of 23x. We have

increased our revenue estimates for FY22-23 factoring the higher

realization and volume growth. Hence Maruti’'s strong demand
outlook, with pending orders of 215k units, and believe the commodity
headwinds will be partially offset by rising utilisation levels, Price hikes
and normalizing product mix over FY22-23E as demand revives. Key
risk: Delay in economic recovery, increase in competition, adverse
movement in currency/commodity prices, etc. We value Maruti at 30x
FY23 EPS of INR 269 for TP of INR 8,073 per share. We upgrade our

YE March
arc| Net Sales EBITDA

EBITDA Margin

EPS (Rs) RoE (%)

(INR Mn)

FY19 8,60,203| 1,09,993| 75,007 248.3 12.8 17.1 24.8
FY20 7,56,106] 73,026 56,506 187.1 9.7 11.9 33.0
FY21E 6,69,156] 49,781 42,664 141.2 7.4 8.7 43.7
FY22E 8,07,853| 66,048 59,624 197.4 8.2 11.5 31.2
FY23 9,50,386| 87,008 81,294 269.1 9.2 14.5 22.9

1011, Solitaire Corporate Park, Bldg No.10, 1%t Floor, Andheri Ghatkopar Link Rd, Chakala, Andheri (E), Mumbai 400093



Q3FY21 result Snapshot

Standalone (INRm) Q3FY21 Q3FY20 Q2FY21 YoY (%) QoQ(%)
Net Sales 2,34,578 2,07,068 1,87,445 13 25
- Raw Material 1,70,156 1,46,811 1,31,143 16 30
(% of Net Sales) 72.5% 71% 70% 102 104
- Staff Expenditure 9,455 8,670 8,268 9 14
(% of Net Sales) 4% 4% 4% 96 91
- Other Expenditure 32,706 30,566 28,698 7 14
(% of Net Sales) 14% 15% 15% 94 91
Total Expenditure 2,12,317 1,86,047 1,68,109 14 26
EBITDA 22,261 21,021 19,336 6 15
EBITDA Margin (%) 9.5% 10% 10% -1bps -1bps
Depreciation 7,413 8,580 7,659 -14 -3
EBIT 14,848 12,441 11,677 19 27
Interest 287 217 283 32 1
Other Income 9,937 7,840 6,025 27 65
PBT 24,498 20,064 17,478 22 40
Tax 5,084 4,416 3,762 15 35
Tax Rate (%) 21% 22% 22% -1bps -1bps
Adjusted PAT 19,414 15,648 13,716 24 14
Exceptional Items 0 0 0

Reported PAT 19,414 15,648 13,716 24 14
Reported EPS (INR) 64.3 51.8 45.4

Volumes (In Nos) 4,95,897 4,37,361 3,93,130 13 11
Net Realisation (INR) 4,73,038 4,73,449 4,76,802 0 -1
EBITDA / Vehicle (INR) 44,890 48,063 49,185 -7 -2

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

Volumes (In Nos) 3QFY21 3QFY20 2QFY21 YoY (%) QoQ (%)
Domestic 4,67,369 4,13,698 3,70,619 13.0 26.1
A: Mini 75,728 78,726 64,213 (3.8) 17.9
A: Compact + Super compact 2,49,338 2,18,780 1,97,698 14.0 26.1
A: Mid-Size + Exec 4,562 5,605 4,060 (18.6) 12.4
Total cars 3,29,628 3,03,111 2,65,971 8.7 23.9
B: UVs 74,850 70,120 63,906 6.7 17.1
C: Vans 62,891 40,467 40,742 55.4 54.4
Export 28,528 23,663 22,511 20.6 26.7
Total Volumes 4,95,897 4,37,361 3,93,130 13.4 26.1

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Exhibit 1: Quarterly net sales and growth trend
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Exhibit 2: Quarterly gross and EBITDA margins trend
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Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Exhibit 3: Net Realizations trend
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Exhibit 3: Average Discount over the quarters
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Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Balance Sheet

Profit & Loss Statement
Particulars (INR

Particulars (INR mn) FY19 FY20 FY21E FY22E FY23E
mn) FY19 FY20 FY21E FY22E FY23E
Net sales 8,60,203|7,56,106/6,69,156|8,07,853(9,50,386| |c2ch & bank 1,789 211 17,105 35416 73,193
Growth, % 7 -14 -12 22 18| [Marketable
] ] ] ] | |securities cost  |3,49,8783,49,404)3,99,404|4,29,404|4,59,404
RM expenses 5,95,485(5,31,566|4,86,477|5,73,576|6,74,774 |Debtors 23,104 21,270 14,870 17,952] 21,120
e 22.509] .33 839 37 054| .40 750 4z g3g] |Imventory 33,257| 32,149] 29,729| 35,052 41,236
Mployee expenses 225,0891 +33,899 -3/, A0, 103 2%, Loans & advances 162]  171]  174]  178] 181
- - - -| |Other current
Other expenses 1,23,397|1,18,892| -95,845|1,27,470|1,43,769| |assets 14,851| 18,287| 18,287| 18,287| 18,287
EBITDA (Core) 1,09,993 73,026/ 49,781 66,048/ 87,008 |[Totalcurrent
Growth, % 5 34 3 33 55| |essets 73,163| 72,088 80,166|1,06,885|1,54,017
i s o - » o] [Ivestments 15,272| 15,272| 15,272 15,272| 15,272
Margin, % : : : : -2l |Gross fixed assets |4,11,631/4,50,980|4,62,954|4,89,954|5,16,955
Depreciation -30,189| -35,257| -31,462| -35,305| -37,759| - i - i i
EBIT 79,805 37,769 18,320| 30,743| 49,249| |Less: Depreciation |2,57,553|2,92,810|3,24,272|3,59,577|3,97,336
Growth. % 14 53 51 68 ol |Add: Capital wiP | 16,001 13,374 15,000 16,000 16,000
Margin, % 53 =0 57 . 5| [Netfixedassets |1,54,0781,58,1701,38,6831,30,377|1,19,619
. Total assets 6,29,318|6,25,521/6,48,5256,97,939]7,64,312)
Interest paid -758 -1,329| -909] 9101 910 [cyrrent liabilities |1,33,763|1,05,639|1,11,777|1,26,294]1,45,035
Other Income 25,610| 34,208| 37,287| 46,608 55,883
298 452 557 5771 5.88 [Provisions 6,639 7,312 7,312 7,312 7312
Non-recurring ltems 0 0 0 0 0 ro:)a‘ll current
iabilities 1,40,402|1,12,951|1,19,089|1,33,606|1,52,347
Pre-tax profit 1,084,657 70,648 54,697| 76,442/1,04223) [ " - —
Tax provided -29,650| -14,142| -12,033| -16,817| -22,929| |jiapilities 26,005 27,137| 27,137| 27,137 27,137
Profit after tax 75,007| 56,506| 42,664 59,624 81,294| [Total liabilities 1,66,407|1,40,088|1,46,226|1,60,743|1,79,484

Paid-up capital 1,510/ 1,510f 1,510, 1,510 1,510

Others (Minorities,
Reserves & surplus |4,59,905(4,82,860(5,00,108|5,35,107/5,82,827

Associates) - - - - |
i Shareholders’
Net Profit 75,007| 56,506 42,664| 59,624 81,294 equity 4,61,415/4,84,370|5,01,618/5,36,6175,84,337
Growth, % -3 25 -4 40 36| [Total equity &
Net Profit (adjusted) 75,007| 56,506| 42,664 59,624| 81,294| |[liabilities 6,29,318/6,25,521/6,48,524/6,97,938(7,64,312,
Cash Flow Ratios
Pre-tax profit 1,04,657| 70,648 54,697| 76,442/1,04,223[ [EPS(INR) 248.3| 187.1] 141.21 197.4] 269.1
Depreciation 30,189| 35,257 31,462 35305 37,759 |[PEX 248 3300 437 312 229
. . . Price/Book (x) 4.0 3.8 3.7 3.5 3.2
Chg in working capital -15,164| -27,954| 14,955 6,108 9,385
EV/EBITDA (x) 13.7 20.7, 29.1 21.2 15.3
Total tax paid -29,323| -13,748| -12,033| -16,817| -22,929
EV/Net sales (x) 1.8 2.1 2.2 1.7 1.4
CFO 62,280| 31,324| 52,703| 55,339| 73,465
RoE (%) 17 12 9 11 15
Capital expenditure -45,419| -36,722| -13,600| -28,000| -27,001 RoCE (%) 23 14 1 14 18
Chg in investments 27,752| 40,474| -10,000| 10,000{ 10,000| [|Fixed Asset turnover
(x) 2.1 1.7 1.4 1.6 1.8
CFI -32,057| -2,040| -26,314| -11,392| -1,118
Dividend Yield (%) 1.3 0.9 0.8 1.1 1.5
Free cash flow -23,138| -45,398 -898| -12,661 6,464
Receivable (days) 10 11 9 9 8|
Debt raised/(repaid) 388 -433 -383 -102 -87
Inventory (days) 16) 17 18 17, 17
Dividend (incl. t -28,455| -20,003| -17,620| -24,625| -33,574
ividend (incl. tax) : : : : : Payable (days) 471 a0 a8l 471 48
CFF -28,825| -21,765| -18,912| -25,637| -34,571 Revenue Growth (%) 7 14 12 22 18
Net chg in cash 1,398 7,519 7,477 18,311 37,776 EBIDTA Growth (%) -9 -34, -32 33 32
Opening cash balance 711 1,789 211] 17,105 35,416| |EPS Growth, % -7 25 -24 40| 26
Closing cash balance 1,789 211| 17,105/ 35,416] 73,193 |Net D/E ratio (x) (0.8) (0.7) (0.8) (0.9) (0.9)

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
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