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Utility Vehicles to remain the mainstay 

In Q2’10, Mahindra & Mahindra Ltd. (M&M)’s net sales increased 35.1% yoy 

to Rs. 44.7 bn mainly due to surge in volumes in the utility vehicle (UV) 

segment. The EBITDA margins improved 12.6 pps yoy to 18.6% on account 

lower commodity prices and cost re-engineering besides a low base of 

Q2’09. Going forward, we expect the Company would witness growth on the 

back of continuing good show of the domestic UVs and the tractor segment. 

Thus, we maintain our Hold rating with the target price of Rs. 1,098. 

Growth in domestic utility vehicle to continue: In Q2’10, M&M’s domestic 

utility vehicle segment grew by 43.7% yoy (as against industry growth of 

21.4% yoy) on account of success of its newly launched UV Xylo and new 

versions of Scorpio and Bolero. Consequently, the Company’s market share 

increased to 64.9% in the Q2’10 from 54.8% in the Q2’09. In coming 

quarters, we expect the Company would continue to witness strong growth 

due to the upsurge in UV demand, its market positioning, and the positive 

response to its new launches. In addition, we expect the Company should 

also get a boost from the launch of its mini-truck Gio which comes with better 

fuel efficiency and lower price than the Tata’s Ace, and thus having the 

potential to capture the market of 0.5 tonnage carriers. 

Tractor segment to grow in sync with the sector: In coming quarters, we 

expect the tractor segment to witness growth in spite of bad monsoon 

season on account of increasing demand from the non-agri infrastructure 

development projects, offsetting the short-lived softening in the demand from 

agriculture  segment. However, the rural demand is expected to pick up from 

the next Rabi season with Government incentives for the rural development. 

Currently, tractor ownership is as low as 10/100 rural households as against 

a high usage of 35/100 rural households. We expect M&M to continue on its 

growth path (grew by 27.1% yoy in Q2’10) in sync with the sector primarily on 

the backdrop of synergies from the acquisition of Punjab Tractors Ltd and its 

dominant market share.  
 

 

 

 

 

 

 

Mahindra and Mahindra HoldRESULTS REVIEW

Share Data

Market Cap Rs. 287. bn

Price Rs. 1029.2

BSE Sensex 16,848.83

Reuters MAHM.BO

Bloomberg MM IN

Avg. Volume (52 Week) 0.2 mn

52-Week High/Low Rs. 1053/235.5

Shares Outstanding 278.8 mn

Valuation Ratios (Standalone)

Year to 31 March 2010E 2011E

EPS (Rs.) 67.3 76.6

+/- (%) 110.0% 13.8%

PER (x) 15.3x 13.4x

EV/ Sales (x) 1.8x 1.6x

EV/ EBITDA (x) 12.2x 10.6x

Shareholding Pattern (%)
Promoters 27.4

FIIs 21.9

Institutions 28.1

Public & Others 22.6

Holding >1% (Non-Promoter)

17.6

2.5

1.8
HSBC Global Investment Fund 1.7
New India Assurance Company 1.6

Relative Performance
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Key Figures (Standalone)

Quarterly Data Q2'09 Q1'10 Q2'10 YoY% QoQ% H1'09 H1'10 YoY%
(Figures in Rs. mn, except per share data)

Net Sales 33,057  42,295  44,650  35.1% 5.6% 65,929 86,945  31.9%
Adj. EBITDA 1,981 6,090 8,312 319.6% 36.5% 4,540   14,402  217.2%
Adj. Net Profit 2,467 4,009 7,029 185.0% 75.4% 4,059   11,038  171.9%

Margins(%)

EBITDA 6.0% 14.4% 18.6% 6.9% 16.6%
NPM 7.5% 9.5% 15.7% 6.2% 12.7%

Per Share Data (Rs.)
Adj. EPS 8.15 14.70 25.73 215.7% 75.0% 14.81   40.43    173.0%
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Pressure on margins: Going forward, we expect EBITDA margins for FY10 

and FY11 to be 14.8% and 15%, respectively as against 18.6% in Q2’10 on 

account of pressure on its margins due to recovery in the commodity prices 

and stiff competition in the UV segment.  
 

Result Highlights  

In Q2’10, the net sales increased 35.1% yoy to Rs. 44.7 bn as against  

Rs. 33 bn in Q2’09. The Company reported strong set of numbers for the 

quarter largely due to strong sales performance by both automotive (primarily 

UV) and tractor segment coupled with the Company’s continued focus on 

cost re-engineering and cost control. Consequently, the Company reported 

EBITDA margins of 18.6%. 
 

Following were the key operating highlights for the quarter; 

• M&M sales volume increased 38.6% yoy to 109,344 units during the 

quarter. 

• The net sales increased 35.1% yoy to Rs. 44.7 bn mainly due to 

surge in volumes in the UV segment. 

• The realizations declined 5.1% yoy to Rs. 450,932.  

• The raw material cost percentage of net sales declined 978 bps yoy 

to 67% mainly due to lower commodity prices and continued focus 

on cost reduction. 

• The other expenses percentage of net sales decreased 424 bps yoy 

to 11.3% in Q2’10. 

• The EBITDA margins improved 12.6 pps (percentage points) yoy to 

18.6%. 

• The Company reported net profit of Rs. 7 bn in Q2’10 as against Rs. 

2.5 bn in Q2’09. 

Segment performance 

• The automotive segment contributed 63% to the total sales volume. 

The domestic sales increased 27% yoy to 67,000 units, under which 

UV sales increased 43.7% yoy to 55,280 units. However, the  

3-wheeler sales declined 18% yoy 11,720 units. The exports 

volume, on the other hand, declined 37% yoy to 1,862 units. Thus, 

the automotive segment grew by 24% yoy to 68,862 units. 
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• The farm segment contributed 37% to the total sales volume. The 

domestic sales increased 84% yoy to 38,647 units. The exports 

volume, on the other hand, declined 13% yoy to 1,835 units. Thus, 

the farm segment grew by 75% yoy to 40,482 units 

 

 

 

 

 

 

 

 

 

 

 

Valuation  

We believe that the demand outlook for the UV and the tractor segment 

would remain strong in the near-to-medium term. Consequently, we expect 

the Company’s volume in both the segments would also grow on the back of 

new launches and strong market positioning. Moreover, we expect 

realizations to pick up from FY11, once the demand stabilizes. We maintain 

our Hold rating with an upside potential of ~7% from the CMP. 

At the current market price (CMP) of Rs. 1029.2, the stock is trading at a 

forward P/E of 15.3x and 13.4x for FY10E and FY11E, respectively. We have 

valued M&M by using the SOTP method (DCF valuation for the standalone 

businesses and CMP for other subsidiaries). 

 

 

 

 

 

 

Key Figures (Standalone)
Year to March FY07 FY08 FY09 FY10E FY11E CAGR (%)
(Figures in Rs. mn, except per share data) (FY09-11E)

Net Sales 101,584    115,413    130,937    171,802    195,731    22.3%
Adj. EBITDA 13,949      13,666      10,926      25,488      29,434      64.1%
Adj. Net Profit 9,789 9,731 8,285 17,400 19,800 54.6%

Margins(%)

EBITDA 13.7% 11.8% 8.3% 14.8% 15.0%
NPM 9.6% 8.4% 6.3% 10.1% 10.1%

Per Share Data (Rs.)
Adj. EPS 38.4 36.6 32.0 67.3 76.6 54.6%
PER (x) 20.3x 19.0x 32.1x 15.3x 13.4x
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Disclaimer 
 
This report is not for public distribution and is only for private circulation and use. The Report should not be reproduced or 
redistributed to any other person or person(s) in any form. No action is solicited on the basis of the contents of this report. 
  
This material is for the general information of the authorized recipient, and we are not soliciting any action based upon it. 
This report is not to be considered as an offer to sell or the solicitation of an offer to buy any stock or derivative in any 
jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Indiabulls 
Securities Limited. It does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of individual clients. You are advised to independently evaluate the investments 
and strategies discussed herein and also seek the advice of your financial adviser. 
 
Past performance is not a guide for future performance. The value of, and income from investments may vary because of 
changes in the macro and micro economic conditions. Past performance is not necessarily a guide to future performance. 
 
This report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, 
and it should not be relied upon as such. Any opinions expressed here in reflect judgments at this date and are subject to 
change without notice. Indiabulls Securities Limited (ISL) and any/all of its group companies or directors or employees 
reserves its right to suspend the publication of this Report and are not under any obligation to tell you when opinions or 
information in this report change. In addition, ISL has no obligation to continue to publish reports on all the stocks 
currently under its coverage or to notify you in the event it terminates its coverage. Neither Indiabulls Securities Limited 
nor any of its affiliates, associates, directors or employees shall in any way be responsible for any loss or damage that 
may arise to any person from any error in the information contained in this report. 
 
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views 
about the subject stock and no part of his or her compensation was, is or will be, directly or indirectly related to specific 
recommendations or views expressed in this report. No part of this material may be duplicated in any form and/or 
redistributed without Indiabulls Securities Limited prior written consent.  
 
The information given herein should be treated as only factor, while making investment decision. The report does not 
provide individually tailor-made investment advice. Indiabulls Securities Limited recommends that investors independently 
evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser. 
Indiabulls Securities Limited shall not be responsible for any transaction conducted based on the information given in this 
report, which is in violation of rules and regulations of National Stock Exchange or Bombay Stock Exchange. 


