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 Net Sales, Profit above expectations: For 4QFY2009, Mahindra and 
Mahindra (M&M) clocked Net Sales of Rs3,654cr, up 15.7% yoy which was 
above our expectation of Rs3,555cr. Growth was aided by the 9% yoy 
growth in Volumes while average realisation per vehicle increased 6%. 
Punjab Tractors (PTL) consolidation and lower Excise rate also aided  
Top-line growth. The Xylo continues to see good response (currently has a 
waiting period of 6 weeks), which aided 4QFY2009 growth substantially. The 
company’s Bottom-line for the quarter at Rs419cr was much above our 
expectation mainly due to application of AS-11 and improvement in OPM 
during the quarter. Excluding Rs166.1cr of forex loss write-back with respect to 
AS-11, Rs73.4cr of quarterly forex losses and one-time gain of octroi refund and 
gain on sale of investments, M&M reported PAT of Rs279.5cr, up 33.8%yoy. 

 

 Margin improves on high Top-line growth and cost rationalisation: 
During 4QFY2009, M&M’s EBITDA Margins witnessed a 26bp yoy increase 
owing to the cost rationalisation efforts of the company. Other Expenditure 
declined by 150bp yoy. However, higher raw material costs, which increased 
by 125bp yoy and accounted for 70.5% of Sales (69.3% in 4QFY2008) 
restricted the growth in Operating Profit. M&M’s raw material costs increased 
substantially yoy mainly due to high-cost inventory. Staff cost also spurted by 
61bp yoy. Excluding the forex losses, M&M reported 18.4% yoy increase in 
Operating Profit to Rs421cr. 

 

 Higher Other Income, Exceptional Items boost Net Profit growth: M&M 
registered Net Profit of Rs419cr during the quarter, which was much above 
our expectation mainly due to application of AS11 and improvement in OPM 
during the quarter. Excluding Rs166.1cr of forex loss write-back with respect to 
AS-11 accounting, Rs73.4cr of quarterly forex loss and one-time gain of octroi 
refunds and gain on sale of investments, M&M reported PAT of Rs279.5cr, up 
33.8%yoy. Higher growth was also aided by higher Other Income of Rs61.4cr 
(Rs15.9cr) following sale of the company’s’ stake in Swaraj Mazda. 
 

 Segment-wise Performance: M&M’s Farm Equipment Division, which 
clocked 46.8% yoy growth in Net Sales to Rs1,449cr was mainly aided by 
higher Sales registered by the Engine and DG Sets Division and 15.4% yoy 
(including PTL) increase in Tractor volumes. However, the Auto Division 
reported 5.1% yoy increase aided by11.8% yoy growth in UV volumes. PBIT 
Margins of the Auto Equipment Division fell by 196bp yoy to 8% (10%). Farm 
Division reported a 13.2% yoy increase in PBIT to Rs165cr.  

 
Key Financials (Standalone) 
Y/E March (Rs cr) FY2008 FY2009 FY2010E FY2011E 
Net Sales   11,541.3   13,093.7    15,101.6   16,396.9 
% chg 17.2 13.5  15.3 8.6 
Adj. Net Profit         860.4         921.7      1,091.3      1,132.9 
% chg (11.7) 7.1  18.4 3.8 
OPM (%)           11.8             9.5            10.5           10.8 
EPS (Rs)           36.0           33.8            39.9           41.4 
P/E (x)           18.8           20.0            16.9           16.3 
P/BV (x)             3.7             3.5              2.6              2.5 
RoE (%)           21.4           15.9            15.2           15.1 
RoCE (%)           16.1             8.6            10.1           10.1 
EV/Sales (x)             1.4             1.3              1.1              1.1 
EV/EBITDA (x)           13.2           14.9            12.2           11.5 

Source: Company, Angel Research; Note: FY2009 and FY2010 estimates are on fully diluted Equity. 
Net Profit and EPS are after Extraordinary Items 
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FY2009 Financial Performance (Standalone): For FY2009, M&M clocked Net Sales 
(including Other Operating Income) of Rs13,094cr, up 13.5% yoy which exceeded our 
expectation. Growth was aided by the 4.7% yoy growth in core Volumes while average 
realisation per vehicle was up by 4.2%. PTL’s consolidation and lower Excise rate also 
supported Top-line growth. The company’s Bottom-line for the year at Rs837cr was much 
above our expectation mainly due to application of AS-11 and better-than-expected 
improvement in OPM during 4QFY2009. Excluding the forex loss write-back of Rs166.1cr 
with respect to AS-11, Rs322.7cr of forex loss during the year and the one-time gain of octroi 
refund and gain on sale of investments, M&M reported PAT of Rs921.7cr, up 7.1% yoy. 
 
FY2009 Financial Performance (Consolidated): M&M’s Gross Revenues and Other 
Income for FY2009 grew 8.9% to Rs29,099.7cr (Rs26,726.2cr). Profit before Exceptional 
Items and Tax for the current year stood at Rs2,330.5cr (Rs2,798.3cr). Consolidated 
Group Profit after Exceptional items, prior-period adjustments and Tax and after deducting 
Minority Interests stood at Rs1,405.4cr (Rs1,571.1cr). The Group results were affected by 
the downturn in the Automotive and Auto-components industry the world-over as well as 
the consequent poor showing by the company’s subsidiaries operating in these industries 
during the year. The steep decline in the Rupee during the year also adversely impacted 
the Group Profits. 
 
Key Highlights – Analyst Meet 
 
• Gross Sales includes a Government grant in the form of an octroi refund Rs18cr (net 

of Tax Rs11.9cr) received by the company during the quarter, for earlier years.  
• The scheme of amalgamation of PTL, a wholly-owned subsidiary, with the company 

was sanctioned by the Bombay High Court on January 9, 2009 and by the High Court 
of Punjab and Haryana on January 16, 2009. The scheme became effective on 
February 16, 2009 and is operative from the Appointed date of August 1, 2008. PTL’s 
numbers for the January 1 to March 31, 2009 period reflect in M&M’s 4QFY2009 and 
FY2009 Performance. PAT of Rs6,228cr earned by PTL during August 1 to December 
31, 2008 is included in M&M’s FY2009 Profits. 

• M&M commented that PTL’s Balance Sheet has substantially improved, with its 
FY2009-end dealer inventory down to 17 days from 45 days in FY2008 and 141 days 
in FY2007, and receivables are down to 31 days from 272 days in FY2008. 

• PAT of Rs34cr from sale of shares of Swaraj Mazda by PTL during 4QFY2009 has 
been reported by M&M as Other Income. Accounting of this amalgamation was done 
as per the scheme approved by both the High Courts. 

• During the current quarter, Mahindra Defence Land Systems Pvt Ltd and Venturbay 
Consultants Pvt Ltd become subsidiaries of M&M and PTL and Mahindra Retail Pvt 
Ltd have ceased to be the company’s subsidiaries. 

• Amongst the listed subsidiaries, Tech Mahindra and MMFSL have reported 31.9% and 
21.3% yoy growth in FY2009 Net Profits respectively, while Mahindra Lifespace 
reported a yoy decline. Mahindra Forgings and Mahindra Ugine remained loss-making 
in 4QFY2009. In FY2009, the Auto and Tractor Divisions contributed just 35% of 
M&M’s Consolidated EBIT, highlighting the growing conglomerate nature of the 
company. 

 
New Launches: The company launched the Ingenio - MUV in Jan 2009 in the form of 
Xylo. M&M has further plans to launch new models over the next two years. It also plans 
to launch a new SUV over the next two years as a successor to the Bolero. M&M has also 
indicated that it would be launching a successor to the Scorpio over the next two-three 
years. It also intends to launch mass-market platform for cargo and passenger 
applications in 2009 and a new truck and bus platform.  
 
M&M plans to launch the light commercial vehicle (in the Ace category) in 3QFY2010. It 
expects to launch M&HCV trucks from its JV with Navistar (Mahindra International) by 
3QFY2010. The company said that it expects US SUV launch to happen in 3QFY2011. It 
also plans to launch a new SUV in India in FY2011. 
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M&M plans to launch high-powered tractors in the 40-60HP range to further consolidate 
its marketshare. It has indicated that it would enhance its focus on Exports especially to 
Africa even as it sets up new assembly plants there to boost volumes. It would also be 
launching models in the US market to increase its marketshare there.  
 
Capex Plan: The company had previously lined up capex of around Rs7,000cr for the 
next three years. However, owing to the overall slowdown in the Auto’s, it has revised it to 
Rs5,000cr to be spent during 2009-12. M&M is setting a new plant at Chakkan with 
capacity of 3,50,000 vehicles, which would be operational by FY2010. It plans to 
manufacture UVs and LCVs at this plant. This includes 50,000 units of M&M’s 
international trucks, 1,20,000 units of a new mass market platform, 90,000 units of a new 
SUV, the successor to the Scorpio and 90,000 units of ‘Ingenio’ variants. This will likely be 
funded through the recent convertible debentures raised by M&M and through internal 
accruals. The company also rationalised and indicated Rs900-950cr (Rs2,000cr 
previously indicated) of capital investment during FY2009.  
 
Exhibit 1: M&M Group - Product Mix 

Y/E Mar (in units)    4QFY2009  4QFY2008  % chg  FY2009   FY2008  %chg 

Total volume        90,234         89,644        0.7 
   

330,402  
  

330,500       (0.3) 

 Utility Vehicles         48,090         42,999      11.8 
   

153,655  
  

148,759        3.3 

LCV*           1,724           2,498    (31.0) 
   

8,604  
  

10,402    (17.3) 

Logan#          2,567           8,120    (68.4) 
   

13,423  
  

25,657  

 Three wheelers          10,281           8,775      17.2 
   

44,533  
  

33,927      31.3 

 Exports           1,052           4,274    (75.4) 
   

8,500  
  

12,359    (31.2) 

 Total Auto Sales         63,714         66,666 
  

(4.4) 
   

228,715  
  

231,104       (1.0) 

 Dom. Tractor Sales@        25,796         20,195      27.7 
   

95,410  
  

90,723        5.2 

 Export Tractor Sales              724           2,783    (74.0) 
   

6,277  
  

8,673    (27.6) 

 Total Tractor Sales         26,520         22,978      15.4 
   

101,687  
  

99,396        2.3 
Source: Company, Angel Research Note: Logan and LCV sales are not included in the Standalone results; 
*Includes LCV sales of Mahindra International; # Mahindra Renault Pvt. Ltd. @ Including PTL Volume 
 
Exhibit 2: 4QFY2009 Performance (Standalone) 
Y/E Mar (Rs cr) 4QFY2009 4QFY2008 % chg FY2009 FY2008 %chg 
Net Sales 3,654.5 3,159.6 15.7 13,093.7  11,541.3 13.5 
Other Income 61.4 15.9 286.4 270.3  130.4 107.4 
Total Income 3,715.9 3,175.5 17.0 13,364.0  11,671.6 14.5 
EBITDA 420.8 355.5 18.4 1,249.2  1,357.7 (8.0) 
OPM (%) 11.5 11.3  9.5  11.8   
Interest 20.3 13.9 45.3  24.2 
Depreciation 93.2 64.9 43.7 291.5  238.7 22.1 
PBT 509.2 304.8 67.1 1,036.5  1,406.8 (26.3) 
Tax 90.5 83.7 8.1 199.7  303.4 (34.2) 

PAT and EOI 418.7 221.1 89.4 836.8  1,103.4 (24.2) 
Adj. PAT 279.5 208.9   921.7  860.4   

Adj. DEPS 15.4 8.1 89.4 30.7  40.5 (24.2) 
Source: Company, Angel Research 
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Exhibit 3: Segment-wise Performance 

Y/E Mar (Rs cr) 4QFY2009 4QFY2008 % chg FY2009 FY2008 %chg 

Total Net Sales 3,669.2 3,281.9 11.8 13,132.6 11,884.1 10.5 

Auto Segment 2,189.6 2,082.6 5.1 7,384.5 7,197.4 2.6 

Farm Segment 1,448.5 986.9 46.8 5,667.2 4,015.9 41.1 

Other Segments 31.1 212.4 (85.4) 80.8 670.7 (87.9) 

Total PBIT 342.6 355.5 (3.6) 1,085.2 1,319.9 (17.8) 

Auto Segment 175.3 207.5 (15.5) 447.6 763.3 (41.4) 

Farm Segment 160.5 141.9 13.2 624.0 542.1 15.1 

Other Segments 6.8 6.2 9.0 13.6 14.5 (6.3) 

PBIT/ Sales (%) 9.3 10.8  8.3 11.1  

Auto Segment 8.0 10.0 (195.6) 6.1 10.6  

Farm Segment 11.1 14.4 (329.2) 11.0 13.5  

Other Segments 21.8 2.9  16.9 2.2  
 Source: Company, Angel Research: Note : Net Sales includes Other Operating Income. 
 
Outlook and Valuation  
 
M&M recorded strong volume growth in its Auto business in 4QFY2009, giving an 
indication of turnaround in business. Outlook of the Farm Division also turned positive after 
the Elections, as the government is focused on Agricultural and Rural development. 
Accordingly, we have revised our volume estimates for M&M’s core business from almost 
flat to around 9-10% in FY2010 and 5.4% in FY2011. Owing to better performance, we 
have modeled almost 11.9% CAGR in Top-line for M&M over FY2009-11E. We have also 
upgraded OPM to 10.5% from 9% earlier on the better-than-expected performance of the 
company at the Operating level and reduction in Input costs. Management has guided 
higher production at its Rudrapur plant to reap the benefits of lower Excise and Income 
Tax. We believe this will improve performance of its Farm Equipment Division. However, 
higher depreciation charge could restrict higher growth in Bottom-line. Thus, we estimate 
the company to clock around 11% CAGR in Net Profit over FY2009-11E. 
 
M&M has substantial investments on its Books including some of its key subsidiaries. Most 
of its listed subsidiaries have seen a sharp run up in their stock prices following the 
increase in the risk appetite for the Equity asset class reflected in the SOTP Price Target 
of the company. On account of the uncertainties dwindling on improved business 
sentiment, the company may also resume listing of its subsidiaries like Mahindra Holidays 
in the near future, which could trigger momentum in the stock. 
 
Exhibit 4: SOTP Valuation 

Key Subsidiary 
No. of Shares 

Held (cr)   CMP (Rs) 
 Value 
(Rs cr) 

Mahindra Financial Services                    5.8                     260         1,514 
Mahindra GESCO                    1.5                     282            434 
Tech Mahindra                  5.4                     474         2,549 
Mahindra Forgings                  4.2                       69            286 
Other Investments         1,779 
 Total Value               6,563 
 No of share o/s of M&M (cr)               28 
 Per share value of Investments (15% discount)             199 
M&M's Core Business per share value     432 
M&M' Target Price with investments    631 
Source: Company, C-line, Angel Research; Price as of May 29, 2009 
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At the CMP of Rs675, M&M is trading at 16.9x FY2010E and 16.3x FY2011E Earnings. 
Our SOTP Target Price for M&M works out to Rs631 wherein its Core business fetches 
Rs432 and value of investments works out to Rs199. Post the sharp run up in the stock 
price in the recent past, we change our rating on the stock from Accumulate to 
Neutral. 
 


