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Stock Info 
 

Market Cap (Rs cr) 17,062 

Market Cap (US$ mn) 3,758 

52 WK High / Low 748/351 

Avg Daily Volume 264064 

Face Value (Rs) 10 

BSE Sensex 12,698 

Nifty 3,739 

BSE Code 500520 

NSE Code   M&M 

Reuters Code   MAHM.BO 

Bloomberg Code   MM@IN 

Shareholding Pattern (%) 

Promoters 22.8 

MF/Banks/Indian FIs 21.5 

FII/ NRIs/ OCBs 41.9 

Indian Public 13.8 
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Performance Highlights 
 

 M&M posted a 30.1% jump in topline to Rs 2,490.5cr (Rs 1,914.8cr) 
backed by a strong volume growth of 20.2%. The improvement in 
volumes was aided especially by the strong sales volume recorded 
by M&M’s Farm Equipment Division. Net realizations for Q2FY2007 
raised by 7.2% YoY and 5.5% QoQ. 

 Tractor Division reported an increase of 39.9% to 21,801 units in 
Q2FY2007. M&M retained its market leader position in the Tractor 
segment with a 28.7% market share in Q2FY2007. M&M also 
retained its market share in the utility vehicles (UV) at 45.7% with 
10.7% growth in the segment. 

 OPM expanded by 340bps to 14.8% resulting in a 69.4% jump in its 
operating profits to Rs 369.6cr (Rs 265.4cr). Margin improvement is 
attributable to higher contribution from the high margin Tractors 
business continued focus by the company on operating and 
financing costs. 

 M&M’s Farm Equipment Division clocked Net Sales of Rs 883.3cr, 
a YoY growth of 45% driven by a 28.7% growth in Tractor sales and 
better growth in price realization. PBIT Margins of the Farm 
Equipment Division moved up by 300bps YoY to 14.2%, highest in 
the last nine quarters. 

 M&M's Automotive Division reported 21.7% YoY growth in 
Q2FY2007 largely due to the 10.5% sales growth registered by the 
UV Division and 69% growth in 3-wheeler segment. The Sales 
growth was mainly due to the growth in demand for Hard Top 
Vehicles. The Scorpio continued its strong performance in the 
market with a 20% improvement in volumes over Q2 last year.  

 In the 4MT LCV segment, the sales of Mahindra vehicles increased 
by 5.7% to 1,991. Three-wheeler sales in Q2FY2007 were strong 
growing 69% YoY in the quarter on the back of the newly launched 
small 3W ‘Alfa’. 

 
Exhibit 1: Key Financials   
Y/E March (Rs cr) FY2005 FY2006 FY2007E FY2008E 
Net Sales      6,530.7      7,988.8      9,816.4       11,385.0 
% chg 27.0 22.3 22.9 16.0 
Net Profits*         499.0         647.1         966.2         1,069.0 
% chg 11.3 29.7 49.3 10.6 
OPM (%) 11.8 12.1 13.4 13.0 
EPS (Rs) 44.7 27.7 39.4 43.6 
P/E (x) 16.4 26.4 18.6 16.8 
RoE (%) 25.3 22.3 27.0 24.7 
RoCE (%) 19.3 19.5 24.0 23.2 
EV/Sales (x) 2.6 2.2 1.8 1.6 
EV/EBITDA (x) 22.3 17.8 13.8 12.2 

Source: Company, Angel Research; *Net Profit after extraordinary items 
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 The Company’s vehicle export saw a strong growth of 51.5% with the Company 
exporting 2,761 vehicles in Q2 F2007 as compared to 1,822 vehicles exported in Q2 last 
year.  This is the highest ever quarterly vehicle export volume for the Company.  

 
Consolidated Performance 
 

Consolidated results, too were strong for M&M in Q2FY2007. The Gross Revenues and 
Other Income for Q2FY2007 of the Mahindra Group was at Rs. 4617.6cr, grew by 45.7% 
over Rs. 3170.1cr for the second quarter last year.  The profit before exceptional items and 
tax for the Q2FY2007 is  at Rs. 617.2cr, compared to Rs. 329.3cr in Q2FY2006 – a growth of 
87.4%. 
 
Outlook and Valuation 
 
M&M reported Q2FY2007 Net Profit after extraordinary items at Rs 270.5cr, a 70.5% YoY 
growth and is much ahead of our estimate of Rs 192.6cr. The company reported 
extraordinary income on account of profit from sale of shares in Tech Mahindra and an octroi 
refund. Reported Net Profit for the quarter was higher at Rs 386.5cr. We upgrade our 
adjusted estimated EPS for M&M for FY2007 to Rs 39.4 and for FY2008 to Rs 43.9. We 
recommend Hold on the stock with a revised target price of Rs 845. Our SOTP target 
price is made up of Rs 564 per share for the core business and Rs 289 per share for 
embedded value in subsidiaries. 
 
 
Exhibit 2: SOTP Valuation 

Key Subsidiary 
No. of Shares 

Held (Cr) 
CMP / BV 

(Rs.) Value (Rs. Cr) 
 Mahindra Financial Services   5.8 242.0      1,409.4 
 Mahindra GESCO   1.3 806.3      1,013.1 
 Tech Mahindra 5.8 899.7      5,182.0 
Other major subsidiaries at BV (FY06)          590.3 
 Total value            8,194.9 
 No of share o/s of M&M (Cr)             24.1 
 Per share value of M&M (at 15% discount)           289.1 
Intrensic value of M&M     564.0 
M&M' price with investments in subsidaries   853.1 

Source: Company, Angel Research 
 
M&M has substantial investments on its Books including some of its key subsidiaries 
performing better than the parent company. We expect the higher growth potential of its 
subsidiaries to unlock the actual valuation of the stock. 
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Exhibit 3: Q2FY2007 Financial Performance  
Y/E Mar (Rs Cr) Q2FY2007 Q2FY2006 % chg 1HFY2007 1HFY2006 % chg 
Net Sales 2,490.5  1,914.8 30.1 4,726.8  3,726.7  26.8 
Other Income  72.9 29.4 147.7 118.4  49.8   137.7 
Total Income 2,563.4 1,944.3 31.8 4,845.1  3,776.5   28.3 
EBITDA 369.6 218.2 69.4 639.8  411.1 55.6 
OPM (%) 14.8 11.4 30.2 13.5  11.0    22.7 
Interest (15.5) (4.8) 221.5 (30.2) (10.2) 195.7 
Depreciation 50.1 46.6 7.6 96.4  93.2      3.4 
EOI 116.0 (1.5)  114.5  (3.0)   
Profit Before tax after 
EOI 407.9 205.9 98.2 691.9  377.8 83.1 
Tax 137.4 47.2 191.4 215.8  72.4 198.0 
Profit After tax 270.5 158.7 70.5 476.2  305.4 55.9 
EPS 11.4 7.1 60.9 20.1  13.7 47.2 

Source: Company, Angel Research 
 
 
Exhibit 4: Q2FY2007 Segmental Performance 
Y/E March (Rs Cr) Q2FY2007 Q2FY2006 % chg FY2006 FY2005 % chg 
Total Net Sales 2,490.5 1,915.0 30.1  8,223.0 6,661.0 23.5  
Auto Segment 1,556.5 1,279.3 21.7  5,240.3 4,568.2 14.7  
Farm Segment 883.3 608.8 45.1  2,854.0 2,030.0 40.6  
Other Segments 115.1 74.5 54.5  307.1 199.3 54.1  
              
Total PBIT 523.9 204.4 156.4  1,099.5 714.2 54.0  
Auto Segment 231.8 130.8 77.2  581.2 466.3 24.6  

Farm Segment 125.5 71.6 75.2  315.8 188.2 67.8  
Other Segments 3.9 2.9 32.9  12.5 8.2 51.7  
              
PBIT/ Sales (%) 21.0 10.7  13.4 10.7  
Auto Segment 14.9 10.2   11.1 10.2   
Farm Segment 14.2 11.8  11.1 9.3  
Other Segments 3.4 3.9   4.1 4.1   

 

Source: Company, Angel Research 
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DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose 
possession this document may come are required to observe these restrictions.   
Opinion expressed is our current opinion as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, 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. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. 
The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While every 
effort is made to ensure the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one can use 
the information as the basis for any claim, demand or cause of action. 
Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document should make such investigations as it deems necessary to arrive 
at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the 
merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. Certain transactions - 
futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. Reports based on technical analysis centers on studying 
charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals. 
We do not undertake to advise you as to any change of our views expressed in this document. While we would endeavor to update the information herein on a reasonable basis, Angel Broking, its 
subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the  information current. Also there may be regulatory, compliance, or other reasons that 
may prevent Angel Broking and affiliates 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. 
Angel Broking Limited and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities of 
the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect 
to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions. 
Angel Broking Limited and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies 
referred to in this report, as on the date of this report or in the past. 
Sebi Registration No : INB 010996539 
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