<§) ™
SYSTEMATIX INSTITUTIONAL EQUITIES

RESULT UPDATE
Rating: BUY
Target Price: Rs 1,250

Sector: Auto
CMP: Rs 1,075

Stock Info

Sensex/Nifty 57,962/ 17,311
Bloomberg MNDA IN
Equity shares (mn) 262mn

52-wk High/Low Rs 1,260/460

Face value Rs 2
M-Cap Rs 311bn/USD 4.2bn
3-m Avg volume UsD 0.8mn
Financial Snapshot (Rs mn)
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Expect a sharp recovery in profitability

Minda Industries (MNDA IN) 3QFY22 operating performance was in-line with
consensus and our estimates as it continued to outperform the industry. The
supply chain constraints have started easing and we expect profits to rebound on a
sequential basis as utilisations improve. MNDA has cemented its position in the EV
supply chain with a JV agreement with FRIWO AG, Germany — a manufacturer of
power supply units and e-drive solutions. MNDA (50.1% share in the JV) & FRIWO
(49.5%) have complementary product portfolios and supply content per unit worth
Rs 56,300 (~45% vehicle cost), including key components like battery packs, BMS,
motor controllers & DC-DC converters. Order wins in the switches, alloy wheels and
lighting segments also remain robust, which should aid growth over the next two
years. We tweak our FY23/24 estimates marginally upwards and maintain our BUY
rating with a target price of Rs 1,250 based on 15x FY24E EV/EBITDA + Rs 440 for
JVs (we value the E-2W and E-3W opportunities separately - Exhibit 5).

Key concall takeaways:

e Segment-wise revenue performance: MNDA reported 7% YoY growth in 3QFY22
wherein switches, lighting, acoustics, light metal technologies (LMT), seatings and
other segments grew by -6%, 6%, -21%, 38%, 5% and 43% YoY (-2%, 7%, -2%, 11%,
-3% and 8% QoQ), respectively. Overall aftermarket revenue for the company was
higher by 18% YoY/16% QoQ. Revenue contribution from segments viz. switches,
lighting, acoustics, LMT, seatings & others was 29%, 22%, 7%, 16%, 11% & 16%,
respectively, in 3QFY22 vs. 33%, 23%, 9%, 13%, 11% & 11% YoY.

o New order wins: The company bagged several new orders during the quarter,
including 1) orders for switches, 2W lamps, 2W alloy wheels, 2W acoustics & 2W
seating systems from domestic E-2W OEMs; 2) PV LED headlamps order from a
Japanese OEM, 3) another order for 4W alloy wheels from a Korean OEM.

e EV orders: The order wins for its EV products in 3Q include — On-board charger &
BMS orders from legacy OEMs & wireless charger orders from a Japanese PV OEM.
Its overall orders have an aggregate annual peak sales value of Rs 4bn. Profitability
for EV components is broadly in-line with existing margins.

o Additional investment in Minda Kosei (4W alloy wheel): MNDA will increase its
stake in its key subsidiary Minda Kosei Aluminum Wheels Company Limited (MKA)
from 70% to 77.35% through a rights issue, entailing an investment of Rs 612mn.
This is on the back of significant growth opportunities given the increasing
penetration of 4W alloy wheels & import substitution. The 4W alloy wheel plants
are running at a ~100% capacity and the new Bawal expansion should be
completed by 1QFY23.

o 2W alloy wheel segment: The capacity utilisation rate for the 2W alloy wheels
segment was 60-65% (from 3 operational lines) in 3Q. Segmental revenue was Rs
2bn for 9MFY22; MNDA targets Rs 4.5-5bn revenues in FY23E. It has added 2 more
customers in this segment, and commercial production would commence soon. It
expects the strong import substitution potential to aid segmental growth going
forward (50% of requirement imported currently).

Investors are advised to refer disclosures made at the end of the research report.
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o Increase in kit-value for airbags: With the government's mandate of 6 airbags in
PVs starting from Oct’22 (kit value to increase by Rs 6,500/vehicle), MNDA
envisages the overall industry to see a sharp jump in kit value. It targets a ~25%
market share from ~14% currently.

e Capex & net debt levels: The management has guided for a capex of ~Rs 3bn in
FY23E. Net debt was Rs 4.1bn as of end-Dec’21 vs. Rs 8bn as of end-Mar’21 (net
debt/equity at 0.1x) post equity fundraise of Rs 7bn during the year.

Valuation and outlook: We expect MNDA to deliver revenue/EBITDA/PAT CAGRs of
23%/28%/52% between FY21-24E. At the CMP, the stock trades at FY23E/24E PER of
48.2x/35.4x and EV/EBITDA of 24.5x/19.2x.

Exhibit 1: Reported numbers vs. expectations

Rs mn Reported Est Var % Consensus Var %
Net Sales 21,814 21,140 3.2 21,551 1.2
EBITDA 2,353 2,325 1.2 2,412 (2.4)
EBITDA Margin (%) 10.8 11.0 -21 11.2 -40
Adj PAT 1,013 1,030 (1.7) 1,159 (12.6)
Adj EPS 3.9 3.9 (1.7) 4.6 (15.1)

Source: Company, Bloomberg, Systematix Institutional Research

Exhibit 2: Consolidated financial trend

Consolidated (Rs mn) 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 YoY (%) QoQ (%)
Net Sales 20,312 22,383 16,026 21,140 21,814 7.4 3.2
- Raw Material 12,396 14,044 9,820 13,406 14,020 13.1 4.6
(% of Net Sales) 61.0 62.7 61.3 63.4 64.3 324 85
- Staff Expenditure 2,724 2,965 2,762 3,025 2,954 8.4 (2.4)
(% of Net Sales) 13.4 13.2 17.2 14.3 13.5 13 -77
- Other Expenditure 2,403 2,358 1,977 2,430 2,488 3.5 2.4
(% of Net Sales) 11.8 10.5 12.3 115 11.4 -43 -9
Total Expenditure 17,523 19,367 14,559 18,861 19,461 11.1 3.2
EBITDA 2,789 3,016 1,467 2,279 2,353 (15.6) 3.3
EBITDA Margin (%) 13.7 13.5 9.2 10.8 10.8 -294 1
Depreciation 1,004 1,072 905 968 942 (6.1) (2.7)
EBIT 1,785 1,944 562 1,311 1,411 (20.9) 7.7
Interest 200 151 185 177 127 (36.6) (28.2)
Other Income 166 89 61 211 125 (24.7) (40.5)
Exceptional Items 0 17 0 0 0

PBT 1,752 1,882 438 1,345 1,410 (19.5) 4.8
Tax 474 476 139 423 423 (10.8) 0.0
Tax rate (%) 27.1 253 31.8 31.4 30.0 294 -144
PAT before minorities 1,277 1,406 299 922 987 (22.7) 7.0
Profit from JV 89 215 -50 212 195 119.6 (8.2)
Minority 212 235 95 187 169 (20.5) (9.8)
Reported PAT 1,154 1,403 154 947 1,013 (12.2) 6.9
Adjusted PAT 1,154 1,386 154 947 1,013 (12.2) 6.9
Adjusted EPS (Rs) 4.4 5.4 0.6 3.6 3.9 (12.2) 6.9

Source: Company, Systematix Institutional Research
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Exhibit 3: MNDA — FRIWO JV doubles the content per vehicle in E-2W and E-3Ws

60,000
[ 2400
50,000
40,000 28,000
30,000
20,000
10,000
Power source nuetral Higher content on lighting & Product under production: Via JV: Battery packs, motor Product under development: EV kit value potential
content sensors Smart Plugs, BCM, BMS, On-  controllers & off-board RCD Cable, DC-DC converter
board charger, alert system chargers
Source: Company, Systematix Institutional Research
Exhibit 4: MNDA'’s current content to 2W industry (power source ...New EV components to double the effective kit value
neutral)...
T
Kit value (Rs, currently) ICE : Kit value (Rs, CY25) ICE (A) EV (B)
1
Content per vehicle 7,300 : Current + premiumisation 9,300 9,300
: Telematics 1,000
MNDA's market share 50% 1
1 | JVcontent 47,000
1
Effective content per vehicle 3,650 1 | Total 9,300 57,300
1
I | MNDA's market share 50% 25%
1
: Sub-total 4,650 14,611
|| ICE:EV mix (%) 75 25
1 . .
| | Effective content per vehicle 3,488 3,653
1

Source: Company, Systematix Institutional Research

Exhibit 5: Valuation for EV business/JV with FRIWO

Valuing EV business (FRIWO JV) Rs mn | Comments
; . ~E(O
CY30 E-2W/3W volumes (mn) 12.5 a;aui;’:\’/"t';“;ee;c:‘ates' 50% of the
Content per vehicle 14,611 isaflztE:::: 2; MNDA enjoys a 25%
Topline potential 1,82,637
PAT margin 10% | Including PLI benefits
PAT 18,264
Market cap @ 25x PER 4,56,591
Discounted to FY23 2,19,921
Value per share 770
Attributable to MNDA (50.1%) 386

Source: Company, Systematix Institutional Research
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Exhibit 6: Quarterly revenue and growth trend Exhibit 7: Quarterly EBITDA and margin profile
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Exhibit 8: Revenue and growth trend Exhibit 9: Gross and EBITDA margin trend
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Source: Company, Systematix Institutional Research

Exhibit 10: RoE and RoCE remain robust

Source: Company, Systematix Institutional Research

Exhibit 11: Net debt and net debt/equity remain comfortable
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Source: Company, Systematix Institutional Research

Source: Company, Systematix Institutional Research
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Exhibit 12: Component-wise revenue break-up

Rs mn FY17 FY18 FY19 FY20 FY21 FY22e FY23e FY24e
Switches 12,110 15,800 22,370 20,140 21,340 25,608 30,730 33,803
Lights 10,240 11,640 12,930 12,230 14,350 17,938 21,525 23,678
Horns 6,590 7,170 7,170 6,530 6,110 6,599 6,995 7,414
Casting 2,000 2,520 2,930 3,000 2,280 2,690 3,094 3,403
Alloy wheels 1,950 4,580 6,100 4,810 5,190 9,809 12,752 15,302
Seats 7,570 6,910 10,365 12,645 14,163
EV components 750 3,500
Sensors, Telematics & Others 2,160 2,996 6,250 7,940 7,557 11,562 13,874 15,955
Total 35,050 44,706 58,100 62,220 63,737 84,571 1,02,364 1,17,218
Growth (%)

Switches 17 30 42 -10 6 20 20 10
Lights 133 14 11 -5 17 25 20 10
Horns 27 9 0 -9 -6 8 6 6
Casting 23 26 16 2 -24 18 15 10
Alloy wheels 875 135 33 -21 8 89 30 20
Seats -9 50 22 12
EV components 367
Sensors, Telematics & Others -38 39 109 27 -5 53 20 15
Total 39 28 30 7 2 33 21 15

Source: Company, Systematix Institutional Research; Note: Company has changed segmental reporting format w.e.f. FY21

R — Systematix Research is also available on Bloomberg SSSL <Go>, Thomson & Reuters Systematix Shares and Stocks (India) Limited 5
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FINANCIALS (CONSOLIDATED)

Profit & Loss Statement Balance Sheet

YE: Mar (Rs mn) FY20 Fy21 FY22E FY23E FY24E YE: Mar (Rs mn) FY20 Fy21 FY22E FY23E FY24E
Net sales 62,220 63,737 84,571 1,02,364 1,17,218 Cash & bank 3,409 2,382 7,785 7,287 13,362
Growth, % 5% 2% 33% 21% 15% Marketable securities cost 0 0 0 0 0
RM expenses -38,103 -39,193  -52,857  -63,722  -72,675 Debtors 8,632 11,988 15,756 18,229 20,874
Employee expenses -9,438 -9,817 -12,432 -14,331 -15,707 Inventory 6,095 7,506 9,268 9,816 11,240
Other expenses -7,961 -7,478 -10,148 -12,079 -13,597 Loans & advances 224 302 401 485 555
EBITDA 6,718 7,250 9,134 12,233 15,238 Other current assets 3,122 2,984 2,984 2,984 2,984
Growth, % -7% 8% 26% 34% 25% Total current assets 21,072 24,863 35,894 38,502 48,717
Margin, % 10.8 114 10.8 12.0 13.0 Investments 3,983 5,302 5,802 6,302 6,802
Depreciation -3,401  -3,753 -3,784 -4,150 -4,419 Gross fixed assets 41,123 46,144 52,144 55,644 59,144
EBIT 3,317 3,497 5,350 8,083 10,819 Less: Depreciation -17,240 -20,993  -24,777  -28,927  -33,346
Growth, % -32 5 53 51 34 Add: Capital WIP 3,600 1,343 1,343 1,343 1,343
Margin, % 5.3 5.5 6.3 7.9 9.2 Net fixed assets 30,343 29,311 31,527 30,877 29,958
Interest paid -942 -737 -648 -463 -333 Total assets 55,398 59,475 73,222 75,681 85,476
Other Income 405 470 592 768 879 Current liabilities 23,206 24,789 30,460 29,637 34,242
Non-recurring ltems -345 17 0 0 0 Provisions 1,579 1,741 1,741 1,741 1,741
Pre-tax profit 2,781 3,231 5,294 8,387 11,365 Total current liabilities 24,785 26,530 32,201 31,378 35,983
Tax provided -686  -1,005 -1,218 -1,929 -2,614 Debt 12,003 10,379 8,129 6,129 4,129
Profit after tax 2,094 2,225 4,076 6,458 8,751 Total liabilities 36,788 36,909 40,330 37,507 40,112
Profit from JVs less minority int-543  -159 -166 -208 -248 Paid-up capital 524 544 571 571 571
Net Profit 1,552 2,066 3,910 6,250 8,503 Reserves & surplus 18,086 22,022 32,321 37,602 44,793
Growth, % -46 33 89 60 36 Shareholders’ equity 18,611 22,566 32,892 38,173 45,364
Net Profit (adjusted) 1,552 2,411 3,893 6,250 8,503 Total equity & liabilities 55,398 59,475 73,222 75,681 85,476
Source: Company, Systematix Institutional Research Source: Company, Systematix Institutional Research

Cash Flow Ratios

YE: Mar (Rs mn) FY20 FY21 FY22E FY23E FY24E YE: Mar FY20 FY21 FY22E FY23E FY24E
Pre-tax profit 2,910 3,472 5,878 9,042 12,100 EPS (INR) 5.4 7.2 13.7 21.9 29.8
Depreciation 3,401 3,753 3,784 4,150 4,419 PER (x) 194.2 145.8 77.1 48.2 354
Chg in working capital 8,429 -3,496 -708 -4,791 -518 Price/Book (x) 16.2 13.4 9.2 7.9 6.6
Total tax paid -686 -1,005 -1,218 -1,929 -2,614 EV/EBITDA (x) 46.1 42.7 33.0 24.5 19.2
CFO 8,666 3,397 7,737 6,471 13,387 EV/Net sales (x) 5.0 4.9 3.6 2.9 2.5
Capital expenditure -5,913 -2,881 -6,000 -3,500 -3,500 ROE (%) 8 9 12 16 19
Chg in investments -1,943  -1,280 -500 -500 -500 RoCE (%) 15 13 18 24 32
Chg in marketable securities - 0 0 0 0 Fixed Asset turnover (x) 1.5 14 1.6 1.8 2.0
CFI -8,352  -3,610 -6,500 -4,000 -4,000 FCF Yield (%) 0.1 (0.1) 0.4 0.8 31
Free cash flow 809 -763 1,237 2,471 9,387 Receivable (days) 51 69 68 65 65
Debt raised/(repaid) 2,209 -1,431 -2,250 -2,000 -2,000 Inventory (days) 36 43 40 35 35
Dividend (incl. tax) -440 -186 -611 -969 -1,313 Payable (days) 66 74 65 65 65
CFF 861 -372 4,166 -2,969 -3,313 Revenue Growth (%) 5 2 33 21 15
Net chg in cash 1,174 -585 5,402 -497 6,075 EBIDTA Growth (%) -7 8 26 34 25
Opening cash balance 1,101 3,409 2,382 7,785 7,287 EPS Growth, % -46 33 89 60 36
Closing cash balance 3,409 2,382 7,785 7,287 13,362 Net D/E ratio (x) 05 0.4 0.0 (0.0) (0.2)
Source: Company, Systematix Institutional Research Source: Company, Systematix Institutional Research
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;L" Particulars YSZ./
1 Whether compensation was received from the company(ies) covered in the research report in the past 12 months for investment banking transaction by SSSIL. No
2 Whether research analyst, SSSIL or its associates and relatives collectively hold more than 1% of the company(ies) covered in the research report. No
3 Whether compensation has been received by SSSIL or its associates from the company(ies) covered in the research report. No

Whether SSSIL or its affiliates have managed or co-managed a private or public offering of securities for the company(ies) covered in the research report in the
previous twelve months.

Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant banking or brokerage services or any other
products or services from the company(ies) covered in the research report in the last twelve months.

No

No

10. There is no material disciplinary action taken by any regulatory authority that impacts the equity research analysis activities.
STOCK RATINGS

BUY (B): The stock's total return is expected to exceed 15% over the next 12 months.

HOLD (H): The stock's total return is expected to be within -15% to +15% over the next 12 months.

SELL (S): The stock's total return is expected to give negative returns of more than 15% over the next 12 months.
NOT RATED (NR): The analyst has no recommendation on the stock under review.

INDUSTRY VIEWS

ATTRACTIVE (AT): Fundamentals/valuations of the sector are expected to be attractive over the next 12-18 months.
NEUTRAL (NL): Fundamentals/valuations of the sector are expected to neither improve nor deteriorate over the next 12-18 months.
CAUTIOUS (CS): Fundamentals/valuations of the sector are expected to deteriorate over the next 12-18 months.

1. DISCLAIMER

The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from sources believed to be reliable. Such information
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy completeness or correctness.

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should exercise
due caution while acting on it. Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be construed as an
offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are not guaranteed and
a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for
distribution to institutional investors.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or
its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially USA, the same
may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or
Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication,
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redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing to a third party a link,
is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further distributed by the recipient to any
third party.

SSSIL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover. Additionally, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of
any companies that they cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that
reflect opinions that are contrary to the opinions expressed herein. Our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. The views expressed in this research report reflect the personal views of the analyst(s) about the subject securities or issues and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The
compensation of the analyst who prepared this document is determined exclusively by SSSIL; however, compensation may relate to the revenues of the Systematix Group as a whole, of
which investment banking, sales and trading are a part. Research analysts and sales persons of SSSIL may provide important inputs to its affiliated company(ies).

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations which could have an adverse effect on their value or price or the income
derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume currency risk. SSSIL, its directors, analysts
or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on the basis of this report
including but not restricted to fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

SSSIL and its affiliates, officers, directors, and employees subject to the information given in the disclosures may: (a) from time to time, have long or short positions in, and buy or sell, the
securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation (financial interest)
or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential material
conflict of interest with respect to any recommendation and related information and opinions. The views expressed are those of the analyst and the company may or may not subscribe
to the views expressed therein.

SSSIL, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness,
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall SSSIL, any of its affiliates or any third
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. The company accepts no liability whatsoever for the actions of
third parties. The report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of the company, the
company has not reviewed the linked site. Accessing such website or following such link through the report or the website of the company shall be at your own risk and the company
shall have no liability arising out of, or in connection with, any such referenced website.

SSSIL will not be liable for any delay or any other interruption which may occur in presenting the data due to any technical glitch to present the data. In no event shall SSSIL be liable for
any damages, including without limitation, direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by SSSIL
through this presentation.

SSSIL or any of its other group companies or associates will not be responsible for any decisions taken on the basis of this report. Investors are advised to consult their investment
and tax consultants before taking any investment decisions based on this report.
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