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UV demand remains strong; EV plans on track

Key Points

> We hosted the management of Mahindra & Mahindra (M&M) at our
investor conference.

» The management expects the demand outlook to be robust on the back
of a strong order book in the Auto segment. Tractor volume is expected
to be flattish in FY24.

> We are building in 12% volume CAGR over FY23-FY26E for the Auto
segment, led by new capacity addition and a strong order book. For the
FES segment, the company has guided for a flattish FY24. We value
M&M on SOTP basis, with the core business valued at 17x Sept'25E core
EPS and the other listed entities at the current market value to arrive at a
target price (TP) of Rs1,859. We maintain BUY on M&M.

Tractor segment and Farm Machinery: M&M gained market share by
150bps YoY in 2QFY24 despite lower volume. Its market share stood at
41.6%. The Tractor segment is going through a slowdown in FY24 and the
remaining part of FY24 is expected to be flattish. March’24 would be a
challenging month compared to March’23 because March’23 had strong
festive sales due to two navratras. FY25 is expected to start with good volume
due to the festive season and lower base of April'23. Farm Machinery
segment grew by 35% YoY and in 2HFY24, growth should be along expected
lines of 40%+ due to new launches. Also, seasonally, 2H is better for Farm
Machinery. M&M is targeting market share of 50% in the Farm Machinery
segment. The market size of the Farm Machinery segment is ~Rs80bn.

Automotive Segment: The Auto segment is expected to see robust demand
going forward on the back of a strong order book despite increase in
production. M&M is on track to expand its capacity to 49k for SUVs. M&M will
position its EVs as lifestyle products. The first EV will be launched in Dec’24.
M&M will launch at least four EVs. M&M expects EVs to account for 20-30%
of its portfolio by 2027-2028 and have a capacity of 200k. The manufacturing
facility will be fungible so that ICE vehicles can also be manufactured using
the same facility. On profitability and margins, the management mentioned
that once the EV market stabilises and matures, profitability will be similar to
ICE vehicles.

Growth Gems’ performance: Growth Gems are well on track to deliver 5x
revenue growth in the next 5-7 years. Susten registered 71% growth in bids
won for building sustainable green energy solutions. Last Mile Mobility Unit
has a 63% market share in the E-3W segment. This segment is seeing strong
growth due to lower cost of operation compared to CNG and Diesel models.
In the Real Estate sector, the company has witnessed a 3-fold revenue jump
compared to FY21 and is targeting a pre-sale value of Rs80bn by FY28.
Mahindra Logistics is targeting revenue of Rs100bn by FY26. It will be double
of FY23 level.
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Company Data and Valuation Summary

Reuters MAHM.BO

Bloomberg MM IN Equity

Mkt Cap (Rsbn/US$bn) 1,931.4/23.2

52 Wk H/ L (Rs) 1,670/1,123

ADTV-3M (mn) (Rs/US$) 3,909.4/47.0

Stock performance (%) 1M/6M/1yr (0.8)/21.8/23.9

Nifty 50 performance (%) 1M/6M/1yr 271257169

Shareholding 4QFY23 1QFY24 2QFY24

Promoters 19.4 19.4 19.3

Dlls 27.7 26.9 26.9

Flls 39.2 40.1 40.3

Others 13.7 13.6 13.5

Pro pledge 0.1 0.1 0.1

Financial and Valuation Summary

f;srﬂfn“)'a’s FY23 FY24E FY25E  FY26E
Automotive Volume 698,486 859,889 922,256 983,017
YoY growth (%) 50.0 23.1 7.3 6.6
Farm Volume 407,545 410,540 422,856 435,541
YoY growth (%) 14.9 0.7 3.0 3.0
Net sales 866,446 1,033,629 1,138,784 1,241,711
YoY growth (%) 49.9 19.3 10.2 9.0
EBITDA 120,639 156,886 174,234 192,464
Adjusted PAT 77,000 108,365 119,999 132,204
YoY change (%) 51.6 40.7 10.7 10.2
ROCE (%) 16.0 20.0 19.0 18.2
ROE (%) 17.8 21.0 19.8 18.7
P/E (x) 25.1 17.8 16.1 14.6
EV/Sales (x) 1.9 15 1.3 11
EV/EBITDA (x) 13.2 9.7 8.3 7.1

Source: Company, Nirmal Bang Institutional Equities
Research

Key Links- 2QFY24 Presentation | 20FY24 Result |
EY23 Annual Report

Please refer to the disclaimer towards the end of the
document.
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Story in charts

Exhibit 1: Tractors — Domestic volume trend Exhibit 2: Tractors — Domestic market share (%)
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Exhibit 3: FES revenue &YoY growth (%) Exhibit 4: FES — EBIT margin trend
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Exhibit 5: UVs - Domestic volume & YoY growth (%) Exhibit 6: UVs — Domestic market share (%)
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Exhibit 7: LCVs - Domestic volume & YoY growth (%) Exhibit 8: LCVs — Domestic market share (%)
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Exhibit 9: Automotive - revenue & YoY growth (%) Exhibit 10: Automotive — EBIT margin trend
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Exhibit 11: Revenue & YoY growth (%) Exhibit 12: EBITDA margin trend
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Exhibit 13: Adj. PAT & YoY growth (%)
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Financials (MM+MVML)

Exhibit 14: Income statement Exhibit 15: Cash flow
Y/E March (Rsmn) FY22 FY23 FY24E FY25E FY26E Y/E March (Rsmn) FY22 FY23 FY24E FY25E FY26E
Net Sales 577,869 866,446 1,033,629 1,138,784 1,241,711 OP/(loss) before tax 45,291 89,094 122,486 136,834 151,463
% Growth 29.5 49.9 19.3 10.2 9.0 Depreciation & amortization 24,984 31,545 34,400 37,400 41,000
Raw material 425,604 645582 759,876 837,006 906,450  Other income 20,538 9,237 16,000 17,280 18,662
Gross margin (%) 26.3 255 26.5 26.5 27.0  (Inc.)/dec. in working capital (11,253) 2,952 9,137 5,216 5,104
Staff costs 33,296 36,499 44,446 50,106 55,877  Direct taxes paid (9,656) (18,740) (29,154) (33,846) (37,289)
Other expenses 48,695 63,098 72,421 77,437 86,920 gafSh ﬂ(éWofrOm operations 69903 114087 152.869 162.884 178.941
erore ! ! ! ! !
Total expenses 507,505 745808 876,743 964,550 1,049,247 L .. dinary (EO) items (2,087) (14,295) ) ) )
EBITDA 70,275 120,639 156,886 174,234 192,464 i
Cash flow from operations 67,816 99,791 152,869 162,884 178,941
% Growth 1.0 717 30.0 11.1 105 after EO
EBITDA margin (%) 129 13.9 15.2 153 155 Capital expenditure () (39,538) (34,133) (68,173) (56,400) (66,000)
Other income 20,538 0237 16,000 17,280 18,662 Net cash after capex 28,279 65,659 84,696 106,484 112,941
Interest costs 2,262 2728 967 269 633 Other investing activities (19,183) (28,826) (35,000) (25,000) (25,000)
Depreciation 24084 31545 34400 37400 41000  Dividends paid () (14,363) (20,207) (32,509) (36,000) (39,661)
i Inc./(dec.) in total borrowings 9,427) (21,268) (32,057) (4,269 3,133
E;ﬁgt zg;";ﬁ::rﬁgemre 63,566 95603 137,519 153,845 169,493 (dec.) g ( ) ( ) ( ) ) ( )
p Others (5,567) 6,308 7,141 5,409 7,828
Exceptional it 2,087) (14,295.40 - - - ) ) o
xeeptionatftems (2.087) ( ) Cash from financial activities (29,357) (35,168) (57,425) (34,860) (34,966)
Tax 12,781 15,821 29,154 33,846 37,289
Profit after tax 48,699 65,486 108,365 119,999 132,204 .
Opening cash balance 62,555 36,506 44,818 52,708 99,333
Adj. Profit after tax 50,785 77,000 108,365 119,999 132,204 )
Closing cash balance 42,294 38,171 37,089 99,333 152,308
% Growth 24.7 51.6 40.7 10.7 10.2 .
Change in cash balance (20,261) 1,665 (7,729) 46,624 52,975
Adj PAT margin (%) 8.8 8.9 10.5 10.5 10.6
rce: Company, Nirmal Bang Institutional Equities R rch
EPS (Rs) 40.8 61.9 87.1 96.5 106.3 Source: Company, al Bang Institutional Equities Researc
% Growth 24.7 51.6 40.8 10.7 10.2
DPS (Rs) 11.6 16.3 20.4 24.6 256 Exhibit 17: Key ratios
Payout (incl. div. tax) (%) 28.3 26.2 23.4 255 241  Y/E March FY22 FY23 FY24E FY25E FY26E
Source: Company, Nirmal Bang Institutional Equities Research Per share (Rs)

. EPS 408 619 871 965 106.3
Exhibit 16: Balance sheet EPS Growth (%) 247 516 408 107 102
Y/E March (Rsmn) FY22  FY23 FY24E FY25E FY26E CashEPS 60.9 873 1148 1266 1393

- Book value per share 319.2 3619 4312 5058 589.6
Share capital 5,983 5,991 5,991 5,991 5,991
DPS 11.6 16.3 20.4 24.6 25.6
Net worth 381,981 433,567 516,564 605,973 706,344 Valuation (x)
Total debt 64,978 46,437 15348 11,348 8848 F/E 380 251 178 161 146
L Cash P/IE 255 17.8 135 12.3 11.1
Deferred tax liability 17,622 14,703 14,703 14,703 14,703
EV/Sales 2.8 1.9 1.5 1.3 1.1
Capital employed 464,580 494,708 546,615 632,023 729,894  £\/EBITDA 234 132 97 83 71
Net block 149,040 169,762 194,762 219,762 244,762 P/BV 4.9 4.3 3.6 3.1 2.6
Capital work-in-progress 30,361 12,227 21,000 15000 15000 Dividend yield (%) 0.7 1.0 13 16 16
Return ratios (%)
Investments 242,045 270,871 305,871 330,871 355,871
RoCE(Post Tax) 11.2 16.0 20.0 19.0 18.2
Inventories 59,704 88,814 108,051 119,043 129,803 RoE 133 178 210 198 187
Debtors 30,386 40,417 49,172 54,174 59,071 Profitability ratios (%)
Cash 36,506 44,818 52,708 99,333 152,308 EBITDAmMargin 122142152 153 155
PAT margin 8.4 7.7 10.5 10.5 10.6
Loans & advances 22,307 23,544 23,544 23,544 23,544 .
Turnover ratios
Other current assets 73,451 91,727 100,899 110,989 122,088 Debtors (days) 19 17 17 17 17
Total current assets 222,353 289,319 334,374 407,084 486,814 Inventory (days) 38 38 38 38 38
Creditors 129,701 171,456 208,594 229,815 250,587  Creditors (days) 82 74 74 74 74
- Working capital (days) (25) (18) (18) (18) (18)
Other current liabilities &
provisions 71,784 91,635 100,798 110,878 121,966 Asset turnover (x) 1.2 1.7 1.9 1.8 1.7
Total current liabilities 201,485 263,091 309,392 340,693 372,552 Leverage Ratio
Net current assets 20,868 26,229 24,982 66,301 114262 Debtequity (x) 0.2 0.1 0.0 0.0 0.0

o Net Debt/equity(x) (0.56) (0.62) (0.66) (0.69) (0.71)

Application of funds 442,314 479,088 546,615 632,023 729,894

; - — Source: Company, Nirmal Bang Institutional Equities Research
Source: Company, Nirmal Bang Institutional Equities Research
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Rating track

Date Rating Market price (Rs) Target price (Rs)
29 July 2019 Buy 565 800
08 August 2019 Buy 517 782
23 September 2019 Buy 565 711
11 November 2019 Buy 582 686
12 February 2020 Buy 524 663
30 March 2020 Buy 295 438
15 June 2020 Acc 510 518
10 August 2020 Buy 603 695
22 September 2020 Buy 618 830
11 November 2020 Buy 622 810
6 January 2021 Buy 739 929
7 February 2021 Buy 863 1,033
30 May 2021 Buy 845 972
7 August 2021 Buy 758 972
26 September 2021 Buy 779 972
10 November 2021 Buy 893 1,042
11 February 2022 Buy 853 1,025
31 May 2022 Buy 1,032 1,184
7 August 2022 Buy 1,237 1,444
13 November 2022 Buy 1,289 1,493
13 February 2023 Buy 1,363 1,575
28 May 2023 Buy 1,277 1,558
8 June 2023 Buy 1,384 1,593
5 August 2023 Buy 1,464 1,713
11 November 2023 Buy 1,524 1,866
28 November 2023 Buy 1,553 1,859

Rating track graph
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation.
NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in
cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times,
have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing
in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company.
NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the
research report with the subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership
of 1% or more in the subject company at the end of the month immediately preceding the date of publication of this research
report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of
the company covered by Analyst during the past twelve months. NBEPL or its associates have not received any compensation
or other benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not
served as an officer, director or employee of Subject Company and NBEPL / analyst has not been engaged in market making
activity of the subject company.

Analyst Certification: I, NBIE research, the author(s) of this report, hereby certify that the views expressed in this research
report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or industries. It is also
certified that no part of the compensation of the analyst was, is, or will be directly or indirectly related to the inclusion of specific
recommendations or views in this research. The analyst is principally responsible for the preparation of this research report and
has taken reasonable care to achieve and maintain independence and objectivity in making any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

ACCUMULATE -5% to15%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is
not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or
refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and
particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as
customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a state,
country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject NBEPL&
its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information
contained in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any
matter pertaining to this report, including without limitation the implied warranties of merchantability, fithess for a particular purpose, and non-infringement. The
recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its
clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the
advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The
price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks
inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value
of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept
any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this
research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or
indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information contained in
this report.

Copyright of this document vests exclusively with NBEPL.

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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