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Worsening state of industry impacts the company; yet India
business manages to outperform

Revenue from operations for the company degrew by 9% YoY to Rs. 709 Cr vs
Rs. 778 Cr YoY and Rs. 771 Cr QoQ. Adj. EBITDA margins (with respect to IND-
AS 116) declined to 8.5% against 9.4% in Q1FY19 and 10.6% in Q4FY19 on the
back of negative operating leverage. Net profit declined by 44% on YoY basis
at Rs. 21 Cr vs Rs. 38 Cr.

Key Highlights for the quarter:

» India business increased by 1% while European operations continued to
face challenges. Overall industry outlook has worsened in Q2FY20 from
Q1FY20.

» Segmental revenue performance was as follows during the quarter -

e Mechatronics & Aftermarket at 47% mix grew by 3% YoY,

e Info & Connected Systems at 35% mix grew by 1% YoY and

e Plastics & Interiors at 18% mix degrew by 38% YoY mainly led by
decline in European business.

» Although reported EBITDA Margins were stable YoY at 9.5%, it was
mainly due to the impact of IND-AS 116 which resulted in lower other
expenses and higher depreciation and interest costs. Management has
highlighted that EBITDA margins without this impact would have been
100 bps lower at 8.5% vs 9.4% in Q1FY19 and 10.6% in Q4FY19.

» Minda-KTSN EBITDA margins have declined from 6.5% to 0% YoY.

» Profits declined by 44% YoY and by 46% QoQ to Rs. 21.2 Cr. (Minda-KTSN
incurred a loss of EUR 1 mn)

Valuation and Recommendation:

MCL has a diversified product base and strong clientele. The management
has taken steps to improve profitability by undertaking cost rationalization
measures and improving product mix with focus on high yield products. We
expect MCL’s top line to grow at over 1.5x the industry led by (i) organic and
inorganic expansion, (ii) strong relationships with OEMs, (iii) opportunities in
sensors, ABS and wiring harness on the back of BS6 implementation and (iv)
focus on exports. At CMP, MCL is trading at a PE of 13.9x FY21E earnings.
Further, on the back of (i) growth expectations ahead of BS-6 (from
Q3FY19), (ii) correction in stock price by 36% in the past six months and (iii)
cheap valuations; we maintain ‘Accumulate’ on the stock with a target
price of Rs. 101 (at 15x FY21E).

FY18 2594 26% 10.5% 39% 15.0 20.9%
FY19 3092 19% 293 9.5% 157 11% 7.0 13.5 8.4 16.3%
FY20E 3046 -1% 304 10.0% 125 -21% 5.5 17.1 7.7 9.0%
FY21E 3331 9% 342 10.3% 153 22% 6.7 13.9 6.6 10.5%
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Quarterly Financial Snapshot

Particulars (Rs. Cr) Q1FY20 Q1FY19 YoY QA4FY19

Topline degrowth was mainly led by

Revenue 708 778 -9% 771 -8% . .
the European businesses viz. the
COGS 424 491 -14% 457 7% plastics & Interiors business which
As % of sales 59.8% 63.1% (330) bps 59.2% 63 bps degrew by 38%.
Employee Cost 130 124 5% 127 2%
As % of sales 18.3% 15.9% 242 bps 16.5% 178 bps
IND-AS 116 reporting has distorted
-39 _169
Other Expenses 88 20 3% 105 16% like-to-like comparison of EBITDA
As % of sales 12.4% 11.6% 81 bps 13.6%  (122) bps margins; although management has
EBITDA 67 73 -8% 82.1 -18% stated the comparable margins as
Margin 9.5% 9.4% 6bps  10.6% (119) bps 3-5‘;4 for the quarter Wht")Ch is a 190 bps
decline YoY and a 210 declii
Depreciation 30 21 43% 24 259, 2CCNN€ YOT and a 22U bps deciine on
) QoQ basis. Decline in margins is mainly
Other income 8 5 77% 7 20%  led by negative operating leverage.
Interest 15 11 37% 13 15%
Exceptional Items - - - - -
Profit Before Tax 30 46 -34% 52 -42%
Margin 4.2% 5.9% (164) bps 6.7%  (247) bps
Provision for Tax 12 13 -11% 19 -39%
Tax rate 39% 29% 1,027 bps 37% 212 bps
PAT 18.4 32.7 -44% 32.8 -44%
Profit share from JV 2.8 4.9 -42% 6.3 -55%
Cons. PAT 21.2 37.6 -44% 39.1 -46%
Adj. EPS 0.9 1.7 -44% 1.7 -46%

Source: Company Data, Nirmal Bang Research
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Conference call highlights & key takeaways

e  Growth in Indian OEMs for the quarter was: PVs: -12%, 2W: -10%, CVs: -15%. MCL’s India business grew at a faster
pace at +1%.

o Although reported EBITDA Margins were stable YoY at 9.5%, it was mainly due to the impact of IND-AS 116 which
resulted in lower other expenses and higher depreciation and interest costs. Management has highlighted that
EBITDA margins without this impact would have been 100 bps lower at 8.5% vs 9.4% in Q1FY19 and 10.6% in
QA4FY19. KTSN EBITDA margins have declined from 6.5% to 0% YoY.

e Top 4 clients include Bajaj Auto, M&M, Maruti & VW. None of them contribute more than 12% of sales.

e  Capex for FY20 was earlier planned at Rs. 200 Cr and is likely to be reduced.

e Coistargeting to increase ROCE in the long term by (i) improving EBITDA margins gradually & (ii) improving Working
Capital.

e MCLis expecting improvement in growth in H2FY20 based on its interactions with customers.

e MCL has initiated merger of wholly owned subsidiaries into the standalone co for which it has received the NCLT
approval and thus the merger should happen soon. These subsidiaries include Minda SAI (wiring harness,
dashboard, instrument clusters), Minda Automotive Solns. (aftermarket, locks), Minda Autoelektrik (reduction gear,
starter motors and alternators for CVs), Minda Mangement, Minda Telematics (electric mobility solns. co recently
acquired in Bangalore). The merger would result in cost savings on multiple counts like treasury operations, tax
filings, audits, board of directors and dividend tax.

e We believe there are multiple growth drivers for MCL in coming years:

(i)  Huge opportunity in 2W sensors being addressed through Minda-Stoneridge JV.

(i)  Transition from BS4 to BS6 will lead to a substantial increase in business for multiple products. Eg: In 2W
wiring harness business where MCL enjoys more than 30% market share, revenue will increase by 3x (from Rs.
300 Cr to Rs. 900 Cr with an increase in realisations from Rs. 400 currently to Rs. 1200 (Minda Sai).

(iii) Interior plastics in India has a long runway for growth. MCL has the technology in this segment.

(iv) Exports to double in three years from Rs. 206 Cr in FY19 (were Rs. 174 Cr in FY18). Exports will mainly be
driven by the diecasting business.

(v) Diecasting business has good growth potential along with 13% EBITDA margins at current capacity utilization
levels of 70-75%. An increase in utilization levels shall further add to margins.

(vi) Acquisitions: QIP money raised in Q1FY19 (total cash at Rs. 350 Cr) will be kept as warchest for potential

acquisitions which could happen in the next few quarters.
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Financials

P&L (Rs. Cr) FY17 FY18 FY19 FY20E FY21E
Revenues 2060 2594 3092 3046 3331

% Growth 21% 26% 19% -1% 9%
Operating Expense 1871 2321 2800 2743 2989

EBITDA 189 273 293 304 342

EBITDA Margin 9.2%  10.5% 9.5% 10.0% 10.3%
Depreciation 58 74 88 122 132

Other Income 41 16 36 36 40

Interest 27 37 49 61 60

Exceptional Items 0 0 (17) 0 0

PBT 145 178 208 156 189

PBT Margin 7.0% 6.9% 6.7% 5.1% 5.7%
Tax 29 50 67 50 61

Ml & Profit of Ass. (14) 13 28 19 24

PAT 102 142 169 125 153

Adj. PAT 102 142 157 125 153

Revenues 778 773 769 771 708

EBITDA 73 82 55 82 67

Depreciation 21 22 21 24 30

EBIT 52 61 33 58 37

Interest 11 12 13 13 15

Other Income 5 11 13 7 8

PBT 46 59 34 52 30

Tax 13 21 15 19 12

Exceptional item 0 0 (18) 0 0

MI & profit of Ass. 5 6 11 6 3

Adj. PAT 38 45 34 39 21

EBITDA Margin (%) 9.2%  10.5% 9.5% 10.0% 10.3%
PAT Margin (%) 5.0% 5.5% 5.1% 4.1% 4.6%
ROE (%) 17.2% 20.9% 16.3% 9.0% 10.5%
ROCE (%) 14.6% 16.1% 145% 10.5% 11.7%
D/E (x) 1.0 1.0 0.6 0.5 0.5
Fixed Asset T/O Rat 0.4 0.5 0.5 0.5 0.5
Growth Ratios FY17 FY18 FY19 FY20E FY21E
Revenues 21% 26% 19% -1% 9%
EBITDA -11% 45% 7% 4% 13%
PAT -29% 39% 11% -21% 22%
Diluted EPS 4.5 6.3 7.0 5.5 6.7

Cash EPS 7.1 9.5 10.9 10.9 12.6

BV Per Share 27.5 32.6 52.6 57.6 63.8

Cash Per Share 1.5 1.2 15.6 20.4 24.4

Dividend Per Share 0.5 0.5 0.5 0.5 0.5

Turnover Ratio FY17 FY18 FY19 FY20E FY21E
Inventory Days 91 105 98 100 100

Debtors Days 66 80 73 75 75

Creditors Days 79 103 105 107 109

Balance Sheet (Rs. Cr) FY17
Share Capital 41.6
Reserve & Surplus 580
Networth 622
Minoirty Interest -

Long term Borrowings 184
Long term Liabilities 17
Long term Provision 18

Total Non-Current Liab 219
Short term Borrowings 351

Trade Payable 264
Current Liabilities 84
Short term Provisions 16
Total Current Liabilitie: 715
Total Liabilites 1,555
Fixed Assets & CWIP 492
Goodwill on Consolida 112
Investments 126
Other non Curr. assets 41
Cash & Bank 33
Inventories 306
Debtors 374
Short term Advances -
Other Current assets 70
Total Assets 1,555
Cash Flow (Rs. Cr) FY17
Op. profit before WC 180
Change in WC (124)
Less: Tax (33)
CF from operations 22
Addition to assets 56
Investments (121)
Other Income 46
CF from Investing (18)
Issue of shares -
Change in borrowings 71
Dividends paid (10)
Interest paid (41)
Others (79)
CF from Financing (59)
Net Change in cash (55)
Cash at beginning 88
Cash atend 33
Valuation Ratio FY17
Price/Earnings (x) 20.8
Price/BV (x) 3.4
Mkt cap/Sales (x) 0.7
EV/Sales (x) 0.9
EV/EBITDA (x) 12.9

&

FY18
416
696
737
280
21
18
320
430
441
112
19
1,002
2,059
604
124
139
64
26
448
571
84
2,059
FY18
273
(82)
(50)
142
(186)
(14)
16
(183)
96
(10)
(37)
(14)
34
(7)
33
26
FY18
15.0
2.9
0.8
1.0
9.7
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FY19 FY20E FY21E
45.25 45.3 45.3
1,145 1,258 1,399
1,190 1,303 1,444

146 141 134
27 27 27
17 17 17

190 185 178

535 538 541

410 537 598

114 128 143

17 20 24
1,076 1,223 1,307
2,456 2,711 2,929

633 626 626
120 120 120
165 154 143
89 103 117
353 462 552
446 500 547
546 628 687

104 119 137

2,456 2,711 2,929
FY19 FY20E FY21E
293 304 343
(45) (20) (58)
(67) (50) (61)
181 233 224
(117)  (115)  (132)
(26) 11 11

36 36 40

(107) (68) (81)
310 -
(30) (2) (4)

(11) (11) (12)
(49) (61) (60)
34 19 23
253 (56) (52)
327 109 91

26 353 462
353 462 552

FY19 FY20E FY21E
13.5 17.1 13.9
1.8 1.6 1.5
0.7 0.7 0.6
0.8 0.8 0.7

8.4 7.7 6.6

Source: Company Data, Nirmal Bang Research
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Disclosure:

Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are for private circulation
only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INHO00001766. NBSPL is
also a registered Stock Broker with National Stock Exchange of India Limited , BSE Limited ,Metropolitan Stock Exchange of India Limited ,
Multi Commodity Exchange of India Limited , National Commodity and Derivative Exchange Limited and Indian Commodity Exchange

Limited in cash and Equity and Commodities derivatives segments.

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, have different
or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in securities
Market. NBSPL, its associates or analyst or his relatives do not hold any financial interest (Except Investment) in the subject company. NBSPL
or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the research report with the
subject company. NBSPL or its associates or Analyst or his relatives may or may not hold beneficial ownership of 1% or more in the subject
company at the end of the month immediately preceding the date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of the company
covered by Analyst during the past twelve months. NBSPL or its associates have not received any compensation or other benefits from the
company covered by Analyst or third party in connection with the research report. Analyst has not served as an officer, director or employee
of Subject Company . NBSPL / analyst has not been engaged in market making activity of the subject company.

Analyst Certification: The research analysts and authors of these reports, hereby certify that the views expressed in this research report
accurately reflects my/our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part
of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in
this research. The analyst(s) principally responsible for the preparation of this research report and has taken

reasonable care to achieve and maintain independence and objectivity in making any recommendations.

Q1FY20 Result Update — 27" Aug 2019

5|Page



Q1FY20 Result Update — 27" Aug 2019

& NIRMAL BANG

a relationship beyond broking

Minda Corp Ltd.

Disclaimer:

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to
you. NBSPL is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or
product, or to engage in or refrain from engaging in any such transaction. In preparing this research, we did not take into account the
investment objectives, financial situation and particular needs of the reader.

This research has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or in part, or distributed
or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time.
NBSPL will not treat recipients as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or
use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be
contrary to law, regulation or which would subject NBSPL & its group companies to registration or licensing requirements within such
jurisdictions.

The report is based on the information obtained from 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. We accept no obligation to correct or update the
information or opinions in it. NBSPL or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may
arise to any person from any inadvertent error in the information contained in this report. NBSPL or any of its affiliates or employees do not
provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation
the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on
their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser,
whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved
in securities trading. The price of securities can and does fluctuate, and an individual security may even become valueless. International
investors are reminded of the additional risks inherent in international investments, such as currency fluctuations and international stock
market or economic conditions, which may adversely affect the value of the investment. Opinions expressed are subject to change without
any notice. Neither the company nor the director or the employees of NBSPL accept any liability whatsoever for any direct, indirect,
consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it may be
noted that neither NBSPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect,
incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information
contained in this report.

Copyright of this document vests exclusively with NBSPL.

Our reports are also available on our website www.nirmalbang.com .

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd.)
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