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Face Value (Rs.) 5.0

52 Week High (Rs.) 3,221

52 Week Low (Rs.) 1,475

Mkt Cap (Rs bn.) 3,611

Mkt Cap ($ bn.) 42.9

Shares o/s (Mn.)/Free Float 1,243.5/72

Adj. TTM EPS (Rs) 87.7

FY27E EPS (Rs) 169.8

Mahindra & Mahindra

In Q2FY25, M&M delivered a decent set of performance on a yearly basis backed by
healthy growth in both the segments. Revenue for the quarter grew by 12.9% on YoY basis
to Rs.275.5bn (vs CEBPL est. of Rs.273.7bn). Automotive business grew by 14.7% YoY to
Rs.211bn and FES segment grew by 9.8% YoY to Rs.65bn. Margin during the quarter came
at 14.2% (excluding investments from JV& Subsidiary) (+190bps YoY/-71bps QoQ) led by
RM cost. EBITDA grew by (30.5% YoY/-2.9% QoQ) to Rs.39bn (vs CEBPL est. of Rs.40.8bn)
and APAT for the quarter stood at Rs.38.4bn (+13.2% YoY/+47.0% QoQ).

 The company continues to demonstrate solid market positioning within the SUV
segment, underscored by a significant order backlog across high-demand models, which
underscores strong consumer confidence and brand loyalty. XUV models have garnered
robust booking numbers, fortifying the company's presence in an increasingly
competitive SUV market. This momentum reflects strategic alignment with consumer
demand trends and positions the brand favorably against peers.

 A commitment to innovation is evident in the company’s continual rollout of new
features and advanced technology across its vehicle lineup. This proactive approach to
enhancing user experience is expected to further differentiate the company in a
competitive landscape, reinforcing customer retention while attracting a new
demographic. Anticipated model launches and feature enhancements will likely sustain
the brand's competitive edge and leadership within the automotive technology space.

 Furthermore, the company's balanced revenue mix across the Auto and Farm Equipment
segments reflects financial stability, with both segments posting strong EBIT margins and
growth. This diversification not only secures a stable revenue stream but also ensures
capital is available for reinvestment into growth-driven areas, reinforcing a sustainable
long-term outlook.

Outlook and Valuations: The company continues to see strong demand across its SUV
portfolio, driven by continuous innovation and new model introductions. The commitment
to product development and market expansion positions the company well for future
growth. The auto revenue market share has increased to 21.9%, up nearly 2 percentage
points from the previous year, highlighting the success of its expanding SUV offerings.
Furthermore, the farm segment is also showing significant progress, with market share
growing by nearly 1 percentage point, driven by strong rural sentiment. The balanced
revenue mix across segments is expected to support sustained growth. We arrive at a BUY
rating on the stock with a SOTP TP of Rs.3,466 (based on 24x Sep-FY27E Core EPS +
subsidiary valuation).
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Shareholding Pattern (%)
Sep-24 Jun-24 Mar-24

Promoters 18.53 18.55 18.58

FII’s 41.18 41.90 41.75

DII’s 27.04 26.18 26.13

Public 13.25 13.37 13.54
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Rebased Price Performance

Relative Performance (%)

YTD 3Y 2Y 1Y

BSE AUTO 107.0 76.6 44.8

M&M 237.9 117.1 86.9

India Equity Research| Automobiles Q2FY25 Result Update 

Nov 8, 2024

CMP (Rs) 2,890

Target Price (Rs) 3,466

Potential Upside (%) 19.9

Particular FY25E FY26E FY27E

Revenue 1,164.3 1,384.8 1,665.2

Gross Profit 300.4 358.7 433.0

EBITDA 164.2 200.8 248.1

EBITDA (%) 14.1 14.5 14.9

EPS (INR) 110.4 137.2 169.8

BUY

Year end March (INR bn)
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Quarterly performance 

Source: Company, CEBPL

Particulars Q2FY25 Q2FY24 YoY (%) Q1FY25 QoQ (%)

Volumes (units) 3,24,420 3,02,139 7.4 3,33,017 (2.6)

Net Sales 2,75,533 2,43,948 12.9 2,70,388 1.9 

Material Expenses 2,04,440 1,83,724 11.3 1,99,394 2.5 

Employee Expenses 11,526 11,384 1.2 11,753 (1.9)

Other Operating Expenses 20,525 18,912 8.5 19,018 7.9 

EBITDA 39,042 29,928 30.5 40,222 (2.9)

Depreciation 9,614 8,282 16.1 9,146 5.1 

EBIT 29,428 21,646 36.0 31,076 (5.3)

Interest Cost 551 333 65.6 529 4.2 

Exceptional Item - - NA - NA 

PBT 49,310 43,218 14.1 34,062 44.8 

RPAT 38,409 33,931 13.2 26,126 47.0 

APAT 38,409 33,931 13.2 26,126 47.0 

Adj. EPS 31 27 13.2 21 47.0 

Margin Analysis Q2FY25 Q2FY24 YoY (bps) Q1FY25 QoQ (bps)

Material Exp % of Sales 74.2 75.3 (111) 73.7 45 

Employee Exp. % of Sales 4.2 4.7 (48) 4.3 (16)

Other Op. Exp % of Sales 7.4 7.8 (30) 7.0 42 

EBITDA Margin (%) 14.2 12.3 190 14.9 (71)

Tax Rate (%) 22.1 21.5 62 23.3 (119)

APAT Margin (%) 13.9 13.9 3 9.7 428 
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Source: Company, CEBPL

CEBPL Estimates vs Actual

Changes in Estimates

Income 
Statement

FY25E FY26E FY27E

(INR Mn.) New Old Dev. (%) New Old Dev. (%) New

Net sales 11,64,251 11,65,225 -0.1% 13,84,793 13,69,902 1.1% 16,65,244

EBITDA 1,64,159 1,64,297 -0.1% 2,00,795 2,05,485 -2.3% 2,48,121

EBITDA 
margin(%)

14.1 14.1 - 14.5 15.0 (50) bps 14.9

APAT 1,37,253 1,34,526 2.0% 1,70,641 1,72,662 -1.2% 2,11,155

EPS 110.4 108.2 2.0% 137.2 138.8 -1.2% 169.8

Particulars (Rs.mn) Actual Choice Est. Deviation (%) 

Revenue 2,75,533 2,73,674 0.7

EBIDTA 39,042 40,777 (4.3)

EBIDTA Margin (%) 14.17 14.90 (73)bps

PAT 38,409 27,250 41.0
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Management Call – Highlights

 Auto and farm sectors achieved strong performance, with auto market share at 21.9%,
up nearly 2%, and farm market share up by 1%.

 PBIT margins in auto rose by 140 basis points YoY; farm margins increased by 150 basis
points.

 Services saw significant profit growth, led by TechM, Mahindra Finance, and other
growth segments, contributing more to profits than the tractor business.

 Mahindra Finance improved asset quality, achieving Gross Stage 3 NPAs of 3.8%, below
the target of 6%, with PAT up 36%.

 Renewables division achieved a 1 GW increase in capacity in the quarter, moving toward
the 5 GW target.

 The company observed a positive shift in rural sentiment, projecting 6-7% growth in the
farm sector, with 13-15% expected in H2.

 The company is maintaining its full-year projections, expecting 15% to 18% growth for its
SUV portfolio, supported by notable new SUV launches and increased capacity for the
Thar to meet strong demand.

 LCV segment showed recovery, while exports grew, notably in tractors with a 27% rise.

 The electric segment (last-mile mobility) achieved a 20% market share in its category.

 The consolidated PAT growth of 35% included non-operating gains from land sales;
excluding these, growth stood at 22%.

 Auto and farm profits rose by 23%, driven by successful new product launches.

 Logistics and real estate sectors exhibited solid performance, with logistics facing minor
profitability challenges due to express business integration.

 Real estate benefited from strong industry tailwinds, with consistent project execution
and profitability.

 Services division, including Mahindra Finance and Tech Mahindra, expanded profit
margins, contributing equally to profits alongside the auto sector.

 Mahindra Finance focused on sustainable growth, prioritizing asset quality over
aggressive expansion, with a diversification strategy now expanding into mortgages.

 Tractor margins maintained at robust 18.7% despite Q2 being a seasonally low-volume
quarter.

 Mahindra & Mahindra is carefully assessing its international subsidiaries, with particular
attention to challenges in the US and Turkey markets, the latter impacted by
hyperinflation.

 Despite the price reduction on the XUV700 model, strong volume and high mix of
premium variants maintained margin stability.

 The company faced an unexpected inventory buildup due to unforeseen factors like heat
waves and flooding, resulting in higher-than-anticipated inventory levels. Most of the
industry has now largely cleared this excess inventory, anticipating a fresh start from
January onward. Company still needs to make some minor adjustments to its tractor
inventory over the next 3-5 months, though these are not substantial and pose no
significant concern.

 The company’s electric vehicle strategy features new SUVs, the B6E and XEV9E, set to
launch in early 2025, with an official reveal planned for this November. Substantial
launch expenses in Q3 are anticipated to impact short-term margins, but these
investments are focused on driving long-term growth.

 The company will add 100,000 EV capacities in phase one as production starts.

 Classic Legends, the motorcycle business, and the hospitality division are flagged as
future growth areas, with the latter well-positioned amid India’s tourism expansion.

 The spike in rubber prices will impact tractor production costs, especially for tires. While
base metals have also seen some effect, the overall outlook for commodity costs remains
reasonably benign.
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Automotive volume grew 8.9% YoY

Source: Company, CEBPL Source: Company, CEBPL

Tractor (Sales units)

Revenue grew 12.9% YoY

Source: Company, CEBPL Source: Company, CEBPL

Margin improved YoY

Adjusted PAT trend

Source: Company, CMIE, CEBPL

Automotive ASP trend

Source: Company, CMIE, CEBPL
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Revenue to grow on account of healthy order book

Source: Company, CEBPL Source: Company, CEBPL

Margins to improve on account of Oplev benefit and product mix

LCV (goods) market share (%)

Source: Company, CEBPL Source: Company, CEBPL

Tractor ASP improved 

Source: Company, CMIE, CEBPL Source: Company, CMIE, CEBPL

Automotive & FES margin improved YoY
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1 year Fwd. EV/EBITDA
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Source: Company, CEBPL

Income statement (in INR Mn.)

Particular FY23 FY24 FY25E FY26E FY27E

Revenue 8,49,603 9,90,977 11,64,251 13,84,793 16,65,244 

Gross profit 2,04,020 2,51,028 3,00,377 3,58,661 4,32,963 

EBITDA 1,04,424 1,31,454 1,64,159 2,00,795 2,48,121 

Depreciation 31,545 34,880 36,556 40,056 44,556 

EBIT 72,879 96,574 1,27,603 1,60,739 2,03,565 

Interest expense 2,728 1,405 584 605 480 

Other Income 25,452 39,409 51,232 61,478 67,626 

EO item (14,295) - - - -

Reported PAT 65,486 1,06,423 1,37,253 1,70,641 2,11,155 

Minority Interest - - - - -

Adjusted PAT 76,208 1,06,423 1,37,253 1,70,641 2,11,155 

EPS 61 86 110 137 170 

NOPAT 58,698 76,370 98,255 1,23,769 1,58,781 

Particular FY23 FY24 FY25E FY26E FY27E

Net worth 4,33,567 5,22,766 6,18,843 7,34,879 8,72,130 

Minority Interest - - - - -

Deferred tax 14,703 15,551 15,551 15,551 15,551 

Total debt 46,437 15,849 13,349 10,849 8,349 

Other liabilities & provisions 25,812 28,662 32,073 35,553 40,821 

Total Net Worth & liabilities 5,20,520 5,82,827 6,79,815 7,96,832 9,36,850 

Net Fixed Assets 1,69,762 1,75,280 1,90,280 2,10,280 2,35,280 

Capital Work in progress 27,846 37,558 37,558 37,558 37,558 

Investments 2,70,871 2,99,954 3,39,954 3,89,954 4,49,954 

Cash & bank balance 44,818 55,259 66,751 88,351 1,16,828 

Loans & Advances & other assets 38,363 58,730 68,976 82,000 98,542 

Net Current Assets 13,678 11,304 43,047 77,039 1,15,516 

Total Assets 5,20,520 5,82,827 6,79,815 7,96,832 9,36,850 

Capital Employed 4,80,005 5,38,615 6,32,192 7,45,728 8,80,478 

Invested Capital 4,07,341 4,45,797 5,27,883 6,19,819 7,26,093 

Net Debt 1,620 (39,410) (53,402) (77,502) (1,08,479)

FCFF 56,980 64,941 92,352 1,28,347 1,68,566 

Balance sheet (in INR Mn.)

Find (Choice Equity Broking Pvt. Ltd.—Research Analyst] [ NH CHB ] | Capital IQ |  Email: institutional.equities@choiceindia.com | Ph: +91 22 6707 9919
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Source: Company, CEBPL

Cash Flows (INR Mn.) FY23 FY24 FY25E FY26E FY27E

CFO 91,293 1,15,051 1,43,909 1,88,403 2,38,122 

Capex (34,313) (50,110) (51,556) (60,056) (69,556)

FCF 56,980 64,941 92,352 1,28,347 1,68,566 

CFI (47,535) (76,332) (91,556) (1,10,056) (1,29,556)

CFF (37,838) (55,375) (44,260) (57,710) (76,884)

Ratio Analysis FY23 FY24 FY25E FY26E FY27E

Growth Ratios (%)

Revenue 47.0 16.6 17.5 18.9 20.3 

EBITDA 48.6 25.9 24.9 22.3 23.6 

PAT 51.6 39.6 29.0 24.3 23.7 

Margin ratios (%)

EBITDA margins 12.3 13.3 14.1 14.5 14.9 

PAT Margins 9.0 10.7 11.8 12.3 12.7 

Performance Ratios (%)

OCF/EBITDA (X) 0.9 0.9 0.9 0.9 1.0 

OCF/IC 22.4 25.8 27.3 30.4 32.8 

RoE 17.6 20.4 22.2 23.2 24.2 

ROCE 15.2 17.9 20.2 21.6 23.1 

RoIC(Post tax) 14.4 17.1 18.6 20.0 21.9 

ROIC(Pre tax) 17.9 21.7 24.2 25.9 28.0 

Turnover Ratio (Days)

Inventory 38 35 38 38 38 

Debtors 17 17 17 18 18 

Payables 84 79 79 74 70 

Cash Conversion Cycle (24) (27) (19) (14) (11)

Financial Stability ratios (x)

Net debt to Equity 0.0 (0.1) (0.1) (0.1) (0.1)

Net debt to EBITDA 0.0 (0.3) (0.3) (0.4) (0.4)

Interest Cover 26.7 68.7 218.5 265.7 424.1 

Valuation metrics

Fully diluted shares (mn) 1,244 1,244 1,244 1,244 1,244 

Price (Rs) 2890 2890 2890 2890 2890

Market Cap(Rs. Mn) 35,93,864 35,93,864 35,93,864 35,93,864 35,93,864 

PE(x) 47 34 26 21 17 

EV (Rs.mn) 35,95,484 35,54,454 35,40,462 35,16,362 34,85,385 

EV/EBITDA (x) 34 27 22 18 14 

Book value (Rs/share) 349 420 498 591 701 

Price to BV (x) 8.3 6.9 5.8 4.9 4.1 

EV/OCF (x) 39 31 25 19 15 
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Disclaimers in respect of jurisdiction: This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject “CEBPL RE” to any registration or licensing
requirement within such jurisdiction(s). No action has been or will be taken by “CEBPL RE” in any jurisdiction (other than India), where any action for such purpose(s) is required.
Accordingly, this ‘Report’ shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in compliance with all applicable laws and regulations
of such country or jurisdiction. “CEBPL” requires such recipient to inform himself about and to observe any restrictions at his own expense, without any liability to “CEBPL”. Any dispute

arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in Mumbai (India).
Statements on ownership and material conflicts of interest, compensation - CEBPL and Associates reciprocates to the best of the knowledge and belief of CEBPL/ its Associates/ research

Analyst who is preparing this report.

The details of CEBPL, its research analyst and its associates pertaining to the companies covered in the Research report are given below

Sr. No. Particulars Yes / 
No

1. Whether compensation has been received from the company(ies) covered in the Research report in the past 12 months for investment banking transaction by CEBPL No

2 Whether Research Analyst, CEBPL or its associates or relatives of the Research Analyst affiliates collectively hold more than 1 of the company(ies) covered in the Research 
report

No

3. Whether compensation has been received by CEBPL or its associates from the company(ies) covered in the Research report No

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

No

5. CEBPL, its research analyst, his associate, or its associates have received compensation for investment banking or merchant banking or brokerage services or for any other 
products or  services from the company(ies) covered in the Research report, in the last twelve months

No

Copyright: The copyright in this research report belongs exclusively to CEBPL. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, in whole or in
part, is permitted without the CEBPL’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its entirety.

This “Report” is for distribution only under such circumstances as may be permitted by applicable law. This “Report” has no regard to the specific investment objectives, financial situation or particular
needs of any specific recipient, even if sent only to a single recipient. This “Report” is not guaranteed to be a complete statement or summary of any securities, markets, reports or developments
referred to in this research report. Neither CEBPL nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or
opinion in this “report” or lack of care in this report’s preparation or publication, or any losses or damages which may arise from the use of this research report.

Information barriers may be relied upon by CEBPL, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of CEBPL.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be registered
with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may
not be subject to audit and reporting standards and regulatory requirements comparable to those in effect within the United States. The value of any investment or income from any securities or
related financial instruments discussed in this research report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on
the value of or income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by CEBPL with respect to future performance. Income from
investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may fall or rise against the interest of investors. Any
recommendation or opinion contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis operates, in
addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior written consent of CEBPL and CEBPL accepts no liability
whatsoever for the actions of third parties in this respect.

The details of CEBPL, its research analyst and its associates pertaining to the companies covered in the Research report are given below

Disclosures of Interest (Additional):
1. “CEBPL”, its research Analyst(s), or its associates or relatives of the Research Analyst does not have any financial interest in the company(ies) covered in this report.
2. “CEBPL” its research Analyst, or its associates or relatives of the research analyst
3. affiliates collectively do not hold more than 1 of the securities of the company(ies) covered in this report as of the end of the month immediately preceding the distribution of the

research report.
4. “CEBPL”, its research analyst, his/her associate, his/her relative, do not have any other material conflict of interest at the time of publication of this research report.
5. “CEBPL”, its research analyst, and its associates have not received compensation for investment banking or merchant banking or brokerage services or for any other products or

services from the company(ies) covered in this report, in the past twelve months.
6. “CEBPL”, its research analyst, or its associates have not managed or co-managed in the previous twelve months, a private or public offering of securities for the company (ies)

covered in
this report.

7. “CEBPL, or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party, in connection with the research report.
8. CEBPL research analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Research report.
9. “CEBPL”, its research analyst has not been engaged in market making activity for the company(ies) covered in the Research report.

Details of Associates of CEBPL and Brief History of Disciplinary action by regulatory authorities are available on our website i.e. www. https://choiceindia.com/research-listing

Find (Choice Equity Broking Pvt. Ltd.—Research Analyst] [ NH CHB ] | Capital IQ |  Email: institutional.equities@choiceindia.com | Ph: +91 22 6707 9919

https://choiceindia.com/research-listing
http://blinks.bloomberg.com/screens/nh chb

		2024-11-08T09:26:07+0530
	JATHIN JAYAN KAITHAVALAPPIL


		2024-11-08T09:26:22+0530
	HEET SHAILESH CHHEDA




