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. Potential upside / downside +8% Bloomberg/Reuters MMFGlN/MMF.O'BO
Near-term challenges continue Previous Rating I Sector Auto Ancillary
Shares o/s (mn) 24
Summary V/s Consensus Market cap. (Rs mn) 9,487
MM Forgings (MMFG) Q2FY20 standalone revenue stood at Rsl1.8bn; below our EPS (Rs) FY20E FY21E  Market cap. (USS mn) 137
estimates of Rs1.9bn due to slowdown in domestic truck market and European truck IDBI Capital 21.8 282  3-mdaily average value (Rs mn) 3.5
market. EBITDA margin for the quarter stood at 18.2% vs our estimate of 18.8% mainly Consensus - - 52Z-week high/low Rs666 /302
on account of higher RM cost. Adj. PAT stood at Rs121mn vs our estimate of Rs143mn. % difference NA  NA  Sensex/Nifty 40,324 /11,908
Key Highlights and Investment Rationale Shareholding Pattern (%) Relative to Sensex (%)
B Revenue below estimates: Standalone revenue decline -20% YoY/-16% QoQ to Promoters 56.3 1100
Rs1.8bn due to decline in domestic CV market and European truck market. Domestic Fll 1.6 1000 -
M&HCV truck production for the industry declined -63% YoY/-49% QoQ to 39,649 DIl 213 90.0 4
units whereas European truck market declined 19% YoY/ 43% QoQ, to 57,589 units. Public 20.8 80.0 1
NA class 8 production remained flat on YoY/ -7% QoQ to 88,150 units. RM cost to Zz'z |
sales increased +60 bps YoY/+140 bps QoQ to 43.4%. Employee cost and other Price Performance (%) 50:0 | N
expenses declined -11% YoY/-20% QoQ and -27% YoY/-18% QoQ to Rs199mn and -Im  -3m  -12m SESTOSTIIggaay
Rs302mn respectively. Overall EBITDA for the quarter declined -25% YoY/-20% QoQ Absolute (1.8) 9.8 (35.8) IRC028832523332
to Rs326mn. EBITDA margin declined -110 bps YoY/-70 bps QoQ to 18.2%. Rel to Sensex (9.2)  (0.1) (50.3) — MMForgings Ltd. sensex
Depreciation declined -5% YoY/-7% QoQ to Rs130mn whereas Interest cost increased Financial snapshot (Rs mn)
+82% YoY/+2% QoQ to Rs95mn. Adj. PAT declined -43% YoY/-26% QoQ to Rs121 mn. Year FY2017 Y2018 —r FY2020E  FY2021F
Effective tax rate for the quarter stood at 17.7% vs our estimate of 18%. Revenue 4,784 6,206 9,039 8,549 9,008
B OQutlook and Valuation: We believe commissioning of 8k TN press and recent DVS EENIDS 22 e L7 A2 Loz
acquisition helped MMFG to double its revenue from FY17 to FY19. We expect with EB'_TDA (%) 194 20-1 19.2 17.5 17.9
Adj. PAT 434 683 813 525 681
8k TN press and DVS acquisition it would further increase its market share in EPS (Rs) 18.0 28.3 337 )18 582
domestic CV business. However we anticipate recent slowdown in domestic PV EPS Growth (%) (13.3) 574 19.0 (35.4) 295
market (~34% of total sales), domestic CV market (~¥11% of total sales) and NA class PE (x) 223 141 11.9 18.4 14.2
market (~26% of total sales) would drag down its overall financial performance. We Dividend Yield (%) 0.6 0.6 1.2 1.2 0.9
maintain our revenue and earnings estimates and expect significant decline for CV EV/EBITDA (x) 10.2 7.8 7.0 8.2 7.4
industry continue to decline. Due to recent decline in share price led to change in our RoE (%) 14.6 20.0 20.2 115 135
RoCE (%) 10.5 14.2 12.8 8.1 9.1

rating to ACCUMULATE (earlier HOLD) and TP Rs423, based on PER of 15x on FY21E.
Source: Company; IDBI Capital Research
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Exhibit 1: Quarterly Snapshot

Rs mn

Net Revenue
Expenditure

as % of sales
Consumption of RM
as % of sales
Employee Cost

as % of sales
Power, Oil & Fuel
as % of sales
Other expenditure
as % of sales
EBITDA
Depreciation

EBIT

Other Income
Interest

PBT

Total Tax
Adjusted PAT
Extra ordinary items Loss/(Gain)
Reported PAT
Adjusted EPS

Margins (%)
EBIDTA

EBIT

EBT

PAT

Effective Tax rate

Source: Company; IDBI Capital Research

Q1FY19

2,006
1,604
80.0
911
45.4
189
9.4
181
9.0
323
16.1
402
138
265
20

37
248
63
186

186
7.7

20.0
13.2
12.4

9.3
25.2

Q2FY19

2,245
1,811
80.7
962
42.8
223
9.9
211
9.4
415
18.5
434
138
297
31

52
275
63
213

213
8.8

19.3
13.2
12.3

9.5
22.7

Q3FY19

2,446
1,982
81.1
1,146
46.9
229
9.3
206
8.4
401
16.4
463
138
326
61

85
302
63
240

240
9.9

18.9
13.3
12.4

9.8
20.7

Q4FY19

2,343
1,910
81.5
1,070
45.6
235
10.0
199
8.5
406
17.3
433
132
301
46

88
260
85
175

175
7.2

18.5
12.9
111

7.5
32.6

Q1FY20

2,143
1,738
81.1
901
42.0
248
11.6
219
10.2
370
17.3
404
140
264
31

93
203
40
163

163
6.8

18.9
123
9.5
7.6
19.6

Q2FY20

1,792
1,466
81.8
778
43.4
199
11.1
187
10.4
302
16.9
326
130
196
47

95
148
26
121

121
5.0

18.2
10.9
8.2
6.8
17.7

YoY (%)

(20.2)
(19.0)

(19.1)

(10.6)

(11.4)

(27.2)

(25.0)

(5.5)
(34.0)

51.8

81.5
(46.3)
(58.1)
(42.9)
(42.9)
(42.9)

(bps)
(117)
(230)
(402)
(270)
(497)

QoQ (%)

(16.4)
(15.7)

(13.6)

(19.8)

(14.8)

(18.3)

(19.5)
(7.1)
(26.0)
50.3
2.1
(27.2)
(34.0)
(25.5)
(25.5)
(25.5)

(bps)
(70)
(143)
(122)
(83)
(184)

H1FY20

3,935
3,205

81.4
1,679

42.7

447
11.4
406
10.3
672
17.1
730
270
460
78
188
350
66
285
285
11.8

18.6
11.7
8.9
7.2
18.8

H1FY19

4,250
3,414

80.3

1,873
44.1

411

9.7

392
9.2
739
17.4
836
275
561
51
89
523
125
398

398
16.5

19.7
13.2
12.3

9.4
23.9

YoY (%)

(7.4)
(6.1)

(10.3)

8.8

3.7

(9.0)

(12.7)

(1.8)
(18.0)

53.4
111.7
(33.0)
(47.3)
(28.6)

(28.6)
(28.6)

(bps)
(112)
(151)
(341)
(214)
(508)
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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) 34.7 271 (22.1)

Source: Company; IDBI Capital Research
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Financial Summary

Profit & Loss Account (Rs mn) Cash Flow Statement (Rs mn)
Year-end: March FY18 FY19 FY20E FY21E Year-end: March FY18 FY19 FY20E FY21E
Net sales 6,206 9,039 8,549 9,008 Pre-tax profit 819 1,085 701 907
Growth (%) 29.7 45.6 (5.4) 54 Depreciation 419 542 583 611
Operating expenses (4,962) (7,307) (7,053) (7,395) Tax paid (168) (220) (175) (227)
EBITDA 1,244 1,732 1,496 1,612 Chg in working capital (150) (730) 292 (154)
Growth (%) 34.2 39.2 -13.6 7.8 Other operating activities 229 315 260 -
Depreciation (420) (544) (583) (611) Cash flow from operations (a) 1,149 993 1,662 1,137
EBIT 824 1,188 913 1,002 Capital expenditure (1,007) (2,890) (1,500) (700)
Interest paid (127) (261)  (386)  (286) Chg in investments (41) (6) - -
Other income 121 158 174 192 Other investing activities - (0) 0 -
Pre-tax profit 819 1,085 701 907 Cash flow from investing (b) (1,048) (2,896) (1,500) (700)
Tax (136) (272)  (175)  (227) Equity raised/(repaid) - 121 - -
Effective tax rate (%) 16.6 25.1 25.0 25.0 Debt raised/(repaid) 600 2,433 (573) (718)
Net profit 683 813 525 681 Dividend (incl. tax) (70) (140) (140) (107)
Exceptional items - - - - Chg in minorities - - - -
Adjusted net profit 683 813 525 681 Other financing activities (477) (315) (260) -
Growth (%) 57.4 190 (35.4) 29.5 Cash flow from financing (c) 53 2,098 (974) (825)

Shares o/s (mn nos) 24 24 24 24 Net chg in cash (a+b+c) 153 196 (812) (388)
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Balance Sheet

Year-end: March FY18
Net fixed assets 3,925
Investments 43
Other non-curr assets 111
Current assets 4,284
Inventories 1,253
Sundry Debtors 566
Cash and Bank 1,640

Marketable Securities -

Loans and advances 826
Total assets 8,363
Shareholders’ funds 3,691
Share capital 121
Reserves & surplus 3,570
Total Debt 1,717
Secured loans 1,717

Unsecured loans -

Other liabilities 134
Curr Liab & prov 2,821
Current liabilities 2,751
Provisions 70
Total liabilities 4,672
Total equity & liabilities 8,363
Book Value (Rs) 153

Source: Company; IDBI Capital Research

(Rs mn)

FY19 FY20E FY21E

6,273 7,189 7,279
49 49 49
110 110 110

5,736 4,698 4,462

1,875 1,739 1,853

793 703 740
1,716 904 516
1,353 1,353 1,353

12,168 12,046 11,899

4,362 4,748 5,322

241 241 241
4,121 4,506 5,080
4,151 3,578 2,860

4,151 3,578 2,860

186 186 186
3,468 3,534 3,532
3,397 3,394 3,425

71 140 107
7,805 7,299 6,578
12,168 12,046 11,899

181 197 220

Financial Ratios

Year-end: March FY18 FY19 FY20E FY21lE
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 19.2 175 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

Dealing (91-22) 6836 1111 dealing@idbicapital.com

Key to Ratings Stocks:
BUY: Absolute return of 15% and above; ACCUMULATE: 5% to 15%; HOLD: Upto +5%; REDUCE: -5% to -15%; SELL: -15% and below.

IDBI Capital Markets & Securities Ltd.

Equity Research Desk

6th Floor, IDBI Tower, WTC Complex, Cufee Parade, Colaba, Mumbai — 400 005. Phones: (91-22) 2217 1700; Fax: (91-22) 2215 1787; Email: info@idbicapital.com
SEBI Registration: BSE & NSE (Cash & FO) —INZ000007237, NSDL — IN-DP-NSDL-12-96, Research — INH000002459, CIN — U65990MH1993G0I1075578
Compliance Officer: Christina D’souza; Email: compliance@idbicapital.com; Telephone: (91-22) 2217 1907

Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd. (hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for solely for the selected recipient and may not be altered in any way, transmitted to copied
or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or 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. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

This report is not directed 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, regulation or
which would subject IDBI Capital and associates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this report
may come are required to inform themselves of and to observe such restriction.

E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.
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recommendations or views expressed in this report. Principally, | will be responsible for the preparation of this research report and have taken reasonable care to achieve and maintain independence and objectivity in making any recommendations herein.

Other Disclosure

IDBI Capital Markets & Securities Ltd. (hereinafter referred to as “IDBI Capital”) was incorporated in the year 1993 under Companies Act, 1956 and is a wholly owned subsidiary of IDBI Bank Limited. IDBI Capital is one of India’s leading securities firm which offers a full suite of
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