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Key Stock Data 

 Bloomberg/Reuters MMFG IN/MMFO.BO 

 Sector Auto Ancillary 

 Shares o/s (mn) 24 

 Market cap. (Rs mn) 9,487 

 Market cap. (US$ mn) 137 

 3-m daily average value (Rs mn) 3.5 

 52-week high / low Rs666 / 302 

 Sensex / Nifty 40,324 / 11,908  

 

ACCUMULATE 
TP Rs423 
CMP Rs393
  Near-term challenges continue 

MM Forging  
 Potential upside / downside +8% 

Previous Rating HOLD 
 

Summary 
MM Forgings (MMFG) Q2FY20 standalone revenue stood at Rs1.8bn; below our 

estimates of Rs1.9bn due to slowdown in domestic truck market and European truck 

market. EBITDA margin for the quarter stood at 18.2% vs our estimate of 18.8% mainly 

on account of higher RM cost. Adj. PAT stood at Rs121mn vs our estimate of Rs143mn.   

Key Highlights and Investment Rationale 
 Revenue below estimates: Standalone revenue decline -20% YoY/-16% QoQ to 

Rs1.8bn due to decline in domestic CV market and European truck market. Domestic 

M&HCV truck production for the industry declined -63% YoY/-49% QoQ to 39,649 

units whereas European truck market declined 19% YoY/ 43% QoQ to 57,589 units. 

NA class 8 production remained flat on YoY/ -7% QoQ to 88,150 units. RM cost to 

sales increased +60 bps YoY/+140 bps QoQ to 43.4%. Employee cost and other 

expenses declined -11% YoY/-20% QoQ and -27% YoY/-18% QoQ to Rs199mn and 

Rs302mn respectively. Overall EBITDA for the quarter declined -25% YoY/-20% QoQ 

to Rs326mn. EBITDA margin declined -110 bps YoY/-70 bps QoQ to 18.2%. 

Depreciation declined -5% YoY/-7% QoQ to Rs130mn whereas Interest cost increased 

+82% YoY/+2% QoQ to Rs95mn. Adj. PAT declined -43% YoY/-26% QoQ to Rs121 mn. 

Effective tax rate for the quarter stood at 17.7% vs our estimate of 18%. 

 Outlook and Valuation: We believe commissioning of 8k TN press and recent DVS 

acquisition helped MMFG to double its revenue from FY17 to FY19. We expect with 

8k TN press and DVS acquisition it would further increase its market share in 

domestic CV business. However we anticipate recent slowdown in domestic PV 

market (~34% of total sales), domestic CV market (~11% of total sales) and NA class 

market (~26% of total sales) would drag down its overall financial performance. We 

maintain our revenue and earnings estimates and expect significant decline for CV 

industry continue to decline. Due to recent decline in share price led to change in our 

rating to ACCUMULATE (earlier HOLD) and TP Rs423, based on PER of 15x on FY21E.  

 EPS (Rs)  FY20E FY21E 

 IDBI Capital  21.8  28.2 

 Consensus  - - 

 % difference  NA NA 

 

 

 Relative to Sensex (%) 

Financial snapshot (Rs mn) 

Year FY2017 FY2018 FY2019 FY2020E FY2021E 

Revenue  4,784   6,206   9,039   8,549   9,008  

EBITDA  928   1,244   1,732   1,496   1,612  

EBITDA (%) 19.4  20.1  19.2  17.5  17.9  

Adj. PAT  434   683   813   525   681  

EPS (Rs) 18.0  28.3  33.7  21.8  28.2  

EPS Growth (%) (13.3) 57.4  19.0  (35.4) 29.5  

PE (x) 22.3  14.1  11.9  18.4  14.2  

Dividend Yield (%) 0.6  0.6  1.2  1.2  0.9  

EV/EBITDA (x) 10.2  7.8  7.0  8.2  7.4  

RoE (%) 14.6  20.0  20.2  11.5  13.5  

RoCE (%) 10.5  14.2  12.8  8.1  9.1  

Source: Company; IDBI Capital Research 
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 Absolute (1.8)  9.8   (35.8) 
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Exhibit 1: Quarterly Snapshot 

Rs mn  Q1FY19   Q2FY19   Q3FY19   Q4FY19   Q1FY20   Q2FY20  YoY (%) QoQ (%) H1FY20 H1FY19 YoY (%) 

Net Revenue  2,006   2,245   2,446   2,343   2,143   1,792   (20.2)  (16.4)  3,935   4,250   (7.4) 

Expenditure  1,604   1,811   1,982   1,910   1,738   1,466   (19.0)  (15.7)  3,205   3,414   (6.1) 

 as % of sales 80.0 80.7 81.1 81.5 81.1 81.8 
  

81.4 80.3 
 

Consumption of RM 911  962   1,146   1,070  901  778   (19.1)  (13.6)  1,679   1,873   (10.3) 

 as % of sales 45.4 42.8 46.9 45.6 42.0 43.4 
  

42.7 44.1 
 

Employee Cost 189  223  229  235  248  199   (10.6)  (19.8) 447  411   8.8  

 as % of sales 9.4 9.9 9.3 10.0 11.6 11.1 
  

11.4 9.7 
 

Power, Oil & Fuel 181 211 206 199 219 187  (11.4)  (14.8) 406  392   3.7  

 as % of sales 9.0 9.4 8.4 8.5 10.2 10.4   10.3 9.2  

Other expenditure 323  415  401  406  370  302   (27.2)  (18.3) 672  739   (9.0) 

 as % of sales 16.1 18.5 16.4 17.3 17.3 16.9 
  

17.1 17.4 
 

EBITDA 402  434  463  433  404  326   (25.0)  (19.5) 730  836   (12.7) 

Depreciation 138  138  138  132  140  130   (5.5)  (7.1) 270  275   (1.8) 

EBIT 265  297  326  301  264  196   (34.0)  (26.0) 460  561   (18.0) 

Other Income 20  31  61  46  31  47   51.8   50.3  78  51   53.4  

Interest 37  52  85  88  93  95   81.5   2.1  188  89   111.7  

PBT 248  275  302  260  203  148   (46.3)  (27.2) 350  523   (33.0) 

Total Tax 63  63  63  85  40  26   (58.1)  (34.0) 66  125   (47.3) 

Adjusted PAT  186  213  240  175  163  121   (42.9)  (25.5) 285  398   (28.6) 

Extra ordinary items Loss/(Gain)  -   -   -   -   -   -  - -  -   -  - 

Reported PAT 186  213  240  175  163  121   (42.9)  (25.5) 285  398   (28.6) 

Adjusted EPS  7.7   8.8   9.9   7.2   6.8   5.0   (42.9)  (25.5)  11.8   16.5   (28.6) 

            

Margins (%)              (bps) (bps)      (bps) 

EBIDTA  20.0   19.3   18.9   18.5   18.9   18.2  (117) (70)  18.6   19.7  (112) 

EBIT  13.2   13.2   13.3   12.9   12.3   10.9  (230) (143)  11.7   13.2  (151) 

EBT  12.4   12.3   12.4   11.1   9.5   8.2  (402) (122)  8.9   12.3  (341) 

PAT  9.3   9.5   9.8   7.5   7.6   6.8  (270) (83)  7.2   9.4  (214) 

Effective Tax rate  25.2   22.7   20.7   32.6   19.6   17.7  (497) (184)  18.8   23.9  (508) 
 

Source: Company; IDBI Capital Research 
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Exhibit 2: Actual vs. Estimates (Rs mn) 

 
Actual IDBI Est Var % 

 Net sales  1,792  1,941  (7.7) 

 EBITDA  326  364  (10.6) 

 EBITDA margin (%)  18.2  18.8  (59) bps 

 Adj net income  121  143  (14.9) 

 FDEPS (Rs)   5.0   5.9  (14.9) 

Source: Company; IDBI Capital Research 

Exhibit 3: Change in estimates  

Earnings Revision FY20E FY21E 

(Rs mn) Earlier Revised % Change Earlier Revised % Change 

Sales 11,690 8,549 (26.9) 10,376 9,008 (13.2) 

EBITDA 2,256 1,496 (33.7) 2,003 1,612 (19.5) 

Margin (%) 19.30 17.5 (180) bps 19.30 17.9 (140) bps 

Net Profit 1,063 504 (52.6) 839 653 (22.1) 

EPS 44.0 20.9 (52.5) 34.7 27.1 (22.1) 

Source: Company; IDBI Capital Research 
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Financial Summary 

 

  

Profit & Loss Account                                      (Rs mn) 

Year-end: March FY18 FY19 FY20E FY21E 

Net sales 6,206 9,039 8,549 9,008 

Growth (%) 29.7 45.6 (5.4) 5.4 

Operating expenses (4,962) (7,307) (7,053) (7,395) 

EBITDA 1,244 1,732 1,496 1,612 

Growth (%) 34.2 39.2 -13.6 7.8 

Depreciation (420) (544) (583) (611) 

EBIT 824 1,188 913 1,002 

Interest paid (127) (261) (386) (286) 

Other income 121 158 174 192 

Pre-tax profit 819 1,085 701 907 

Tax  (136) (272) (175) (227) 

Effective tax rate (%) 16.6 25.1 25.0 25.0 

Net profit 683 813 525 681 

Exceptional items - - - - 

Adjusted net profit 683 813 525 681 

Growth (%) 57.4 19.0 (35.4) 29.5 

Shares o/s (mn nos) 24 24 24 24 

 

 

Cash Flow Statement   (Rs mn) 

Year-end: March FY18 FY19 FY20E FY21E 

Pre-tax profit 819   1,085  701   907  

Depreciation 419  542  583   611  

Tax paid (168) (220) (175)  (227) 

Chg in working capital (150) (730) 292   (154) 

Other operating activities 229  315  260   -  

Cash flow from operations (a)  1,149  993   1,662   1,137  

Capital expenditure  (1,007)  (2,890)  (1,500)  (700) 

Chg in investments  (41) (6)  -   -  

Other investing activities  -  (0) 0   -  

Cash flow from investing (b)  (1,048)  (2,896)  (1,500)  (700) 

Equity raised/(repaid)  -  121   -   -  

Debt raised/(repaid) 600   2,433  (573)  (718) 

Dividend (incl. tax)  (70) (140) (140)  (107) 

Chg in minorities  -   -   -   -  

Other financing activities (477) (315) (260)  -  

Cash flow from financing (c)  53   2,098  (974)  (825) 

Net chg in cash (a+b+c) 153  196  (812)  (388) 
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  Balance Sheet (Rs mn) 

Year-end: March FY18 FY19 FY20E FY21E 

Net fixed assets 3,925 6,273 7,189 7,279 

Investments 43 49 49 49 

Other non-curr assets 111 110 110 110 

Current assets 4,284 5,736 4,698 4,462 

Inventories 1,253 1,875 1,739 1,853 

Sundry Debtors 566 793 703 740 

Cash and Bank 1,640 1,716 904 516 

Marketable Securities - - - - 

Loans and advances 826 1,353 1,353 1,353 

Total assets 8,363 12,168 12,046 11,899 

a     

Shareholders’ funds 3,691 4,362 4,748 5,322 

Share capital 121 241 241 241 

Reserves & surplus 3,570 4,121 4,506 5,080 

Total Debt 1,717 4,151 3,578 2,860 

Secured loans 1,717 4,151 3,578 2,860 

Unsecured loans - - - - 

Other liabilities 134 186 186 186 

Curr Liab & prov 2,821 3,468 3,534 3,532 

Current liabilities 2,751 3,397 3,394 3,425 

Provisions 70 71 140 107 

Total liabilities 4,672 7,805 7,299 6,578 

Total equity & liabilities 8,363 12,168 12,046 11,899 

Book Value (Rs) 153 181 197 220 

Source: Company; IDBI Capital Research 

 

Financial Ratios 

Year-end: March FY18 FY19 FY20E FY21E 

Adj. EPS (Rs) 28.3 33.7 21.8 28.2 

Adj. EPS growth (%) 57.4  19.0  (35.4) 29.5  

EBITDA margin (%) 20.1 19.2 17.5 17.9 

Pre-tax margin (%) 13.2 12.0 8.2 10.1 

ROE (%) 20.0 20.2 11.5 13.5 

ROCE (%) 14.2 12.8 8.1 9.1 

Turnover & Leverage ratios (x)         

Asset turnover (x) 0.9 1.0 0.8 0.7 

Leverage factor (x) 1.5 2.0 1.8 1.6 

Net margin (%) 11.0 9.0 6.1 7.6 

Net Debt/Equity (x) 0.5 1.1 1.1 0.9 

Working Capital & Liquidity ratio         

Inventory days 177 167 165 165 

Receivable days 33 32 30 30 

Payable days 87 43 45 45 

Valuation 

Year-end: March FY18 FY19 FY20E FY21E 

P/E (x) 14.1 11.9 18.4 14.2 

Price / Book value (x) 2.6 2.2 2.0 1.8 

PCE (x) 8.8 7.1 8.7 7.5 

EV / Net sales (x) 1.8 1.6 1.7 1.6 

EV / EBITDA (x) 9.2 8.3 9.8 8.9 

Dividend Yield (%) 0.7 1.2 1.2 0.9 
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Notes 
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