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India  l  Automobiles & Parts 2 February 2012

Mahindra and Mahindra 
Jan volume – UVs/pick-ups post strong growth, tractor sales muted 

 M&M’s total sales rose 12% yoy to 64,072 units led by 
strong automobile segment sales even as tractor sales 
declined. 

 While UV sales grew 15% yoy to 18,446 units, pick-up 
sales grew 35% yoy to 13,725 units.   

 Tractor sales declined 6% yoy to 19,354 units, the third 
consecutive month of muted sales. 

 Appears fairly valued at current levels. 
 Maintain In-Line. 

 

IN-LINE   (unchanged) 

 

Total sales up 12% yoy. M&M’s Jan 2012 sales grew 12% yoy 
to 64,072 units led primarily by strong UV sales (+15% yoy) as 
well as strong pick-up sales (+35% yoy) even as tractor sales 
declined 6% yoy.  

Auto segment sales up 22% yoy. Total auto segment sales 
grew 22% yoy in Jan 2012 to 44,718 units led by strong UV / 
pick-up segment sales. While UV sales grew 15% yoy to 
18,446 units, pick-up sales grew 35% yoy to 13,725 units. 
Verito sales continued its steady uptrend and posted 37% yoy 
growth to 1,529 units over a low base. The 3W segment sales 
remained flat yoy at 6,126 units. 

Tractor sales decline 6% yoy. Tractor sales for Jan 2012 
declined 6% yoy to 19,354 units. This is the third consecutive 
month of muted tractor sales. Also alarming was the fact that 
domestic tractor sales declined 8% yoy to 17,950 units. 
Exports, however, grew 31% yoy to 1,404 units.  

Valuation. Disappointing tractor sales for the third month in a 
row only highlights concerns of a slowdown in the industry 
which has witnessed strong volume off-take for the last 2 years. 
Thus, despite strong auto segment volumes, muted tractor 
offtake may limit overall growth. Also, rising cost pressure is 
likely to lead to margin pressure going forward. Further, slower 
growth from other business segments (like IT, Real Estate, 
ancillary, etc) is expected to keep consolidated earnings muted. 
Maintain In-Line with a price target of Rs729.  

 

Source: Company, Standard Chartered Research estimates 
 
Share price performance 

Source: Company, FactSet 

PRICE as at 01 February 2012

Rs688.90
PRICE TARGET

Rs729.00

Bloomberg code Reuters code
MM IN MAHM.BO

Market cap 12 month range
Rs404,577m (US$8,182m) Rs595.20 - 870.50

EPS adj est change 2012E  - 2013E  -

Year end: March 2011 2012E 2013E 2014E
Sales (Rsm) 227,575 263,095 294,741 327,238
EBITDA (Rsm) 32,575 36,606 39,601 46,090
EBIT (Rsm) 28,436 32,389 34,499 40,207
Pretax profit (Rsm) 35,196 36,819 38,930 43,892
Net profit adjusted (Rsm) 24,526 27,615 28,808 32,919
FCF (Rsm) 23,987 18,666 32,481 38,370
EPS adjusted (Rs) 37.90 42.67 44.51 50.86
DPS (Rs) 12.02 13.00 14.00 13.00
Book value/share (Rs) 175.61 203.79 236.03 276.28
EPS growth adj (%) 23.0 12.6 4.3 14.3
DPS growth (%) 23.8 8.1 7.7 -7.1
EBITDA margin (%) 14.3 13.9 13.4 14.1
EBIT margin (%) 12.5 12.3 11.7 12.3
Net margin adj (%) 10.8 10.5 9.8 10.1
Div payout (%) 26.5 28.2 29.1 23.6
Net gearing (%) 36.8 22.5 2.8 -15.3
ROE (%) 29.4 24.5 21.9 21.5
ROCE (%) 20.4 20.2 19.2 20.0
EV/Sales (x) 1.9 1.7 1.4 1.2
EV/EBITDA (x) 12.9 12.0 10.5 8.4
PBR (x) 4.0 3.4 2.9 2.5
PER adj (x) 17.4 16.1 15.5 13.5
Dividend yield (%) 1.8 1.9 2.0 1.9
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Fig 1 – M&M Jan 2012 sales performance 

 
Jan-12 Jan-11 Dec-11

YoY (%) 
chg

MoM (%) 
chg 

FY12 FY11
YTD (%) 

chg
UV's  18,446 16,088 18,078 14.7 2.0 162,078 138,615 16.9
4 Wheel - pick-ups 13,725 10,193 13,757 34.7 -0.2 124,455 84,165 47.9
3W 6,126 6,177 5,744 -0.8 6.7 57,240 50,648 13.0
Verito 1,529 1,120 1,263 36.5 21.1 14,444 7,840 84.2
LCVs, MHCVs 1,543 1,023 1,049 50.8 47.1 11,049 9,298 18.8
Exports 3,349 2,117 2,870 58.2 16.7 23,892 15,597 53.2
Total Auto sales 44,718 36,718 42,761 21.8 4.6 393,158 306,163 28.4

Tractors 19,354 20,499 16,389 -5.6 18.1 202,723 174,764 16.0
Total sales 64,072 57,217 59,150 12.0 8.3 595,881 480,927 23.9

  
Product mix 
UV's  28.8 28.1 30.6 27.2 28.8
4 Wheel - pick-ups 21.4 17.8 23.3 20.9 17.5
3W 9.6 10.8 9.7 9.6 10.5
Verito 2.4 2.0 2.1 2.4 1.6
LCVs, MHCVs 2.4 1.8 1.8 1.9 1.9
Exports 5.2 3.7 4.9 4.0 3.2
Total Auto sales 69.8 64.2 72.3 66.0 63.7
Tractors 30.2 35.8 27.7 34.0 36.3
Total sales 100.0 100.0 100.0 100.0 100.0
Source: Company, Standard Chartered Research 

Fig 2 – UV (incl pick-ups) up 25% yoy            Fig 3 – Tractor sales down 6% yoy                

 

Source: Company, Standard Chartered Research   Source: Company, Standard Chartered Research  

Fig 4 – 3W sales flat yoy                   Fig 5 – Total exports up 58% yoy                   

 

Source: Company, Standard Chartered Research   Source: Company, Standard Chartered Research  
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Disclosures appendix 
The information and opinions in this report were prepared by Standard Chartered Bank (Hong Kong) Limited, Standard Chartered Bank Singapore Branch, 
Standard Chartered Securities (India) Limited, Standard Chartered Securities Korea Limited and/or one or more of its affiliates (together with its group of 
companies, ”SCB”) and the research analyst(s) named in this report. THIS RESEARCH HAS NOT BEEN PRODUCED IN THE UNITED STATES.  

 
Analyst Certification Disclosure: The research analyst or analysts responsible for the content of this research report certify that: (1) the views expressed and 
attributed to the research analyst or analysts in the research report accurately reflect their personal opinion(s) about the subject securities and issuers and/or 
other subject matter as appropriate; and (2) no part of his or her compensation was, is or will be directly or indirectly related to the specific recommendations or 
views contained in this research report. On a general basis, the efficacy of recommendations is a factor in the performance appraisals of analysts.   

Where “disclosure date” appears below, this means the day prior to the report date. All share prices quoted are the closing price for the business day prior to 
the date of the report, unless otherwise stated. 
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Source: FactSet prices / SCB ratings and price targets 

 
Recommendation Distribution and Investment Banking Relationships 

 

 
% of covered companies

currently assigned this rating

% of companies assigned this rating 
with which SCB has provided investment 

banking services over the past 12 months 

OUTPERFORM 57.0% 9.6% 
IN-LINE 31.1% 9.7% 
UNDERPERFORM 11.9% 12.7% 
As of 31 December 2011 

 
Research Recommendation 

 
Terminology Definitions 

OUTPERFORM (OP) The total return on the security is expected to outperform the relevant market index by 5% or more 
over the next 12 months 

IN-LINE (IL) The total return on the security is not expected to outperform or underperform the relevant market 
index by 5% or more over the next 12 months 

UNDERPERFORM (UP) The total return on the security is expected to underperform the relevant market index by 5% or 
more over the next 12 months 

 
SCB uses an investment horizon of 12 months for its price targets. 
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Additional information, including disclosures, with respect to any securities referred to herein will be available upon request. Requests should be 
sent to scer@sc.com. 
 
Global Disclaimer: Standard Chartered Bank and/or its affiliates ("SCB”) makes no representation or warranty of any kind, express, implied or statutory 
regarding this document or any information contained or referred to in the document. The information in this document is provided for information purposes 
only. It does not constitute any offer, recommendation or solicitation to any person to enter into any transaction or adopt any hedging, trading or investment 
strategy, nor does it constitute any prediction of likely future movements in rates or prices or represent that any such future movements will not exceed those 
shown in any illustration. The stated price of the securities mentioned herein, if any, is as of the date indicated and is not any representation that any 
transaction can be effected at this price. While all reasonable care has been taken in preparing this document, no responsibility or liability is accepted for errors 
of fact or for any opinion expressed herein. The contents of this document may not be suitable for all investors as it has not been prepared with regard to the 
specific investment objectives or financial situation of any particular person. Any investments discussed may not be suitable for all investors. Users of this 
document should seek professional advice regarding the appropriateness of investing in any securities, financial instruments or investment strategies referred 
to in this document and should understand that statements regarding future prospects may not be realised. Opinions, forecasts, assumptions, estimates, 
derived valuations, projections, and price target(s), if any, contained in this document are as of the date indicated and are subject to change at any time without 
prior notice. Our recommendations are under constant review. The value and income of any of the securities or financial instruments mentioned in this 
document can fall as well as rise and an investor may get back less than invested. Future returns are not guaranteed, and a loss of original capital may be 
incurred. Foreign-currency denominated securities and financial instruments are subject to fluctuation in exchange rates that could have a positive or adverse 
effect on the value, price or income of such securities and financial instruments. Past performance is not indicative of comparable future results and no 
representation or warranty is made regarding future performance. While we endeavour to update on a reasonable basis the information and opinions contained 
herein, there may be regulatory, compliance or other reasons that prevent us from doing so. Accordingly, information may be available to us which is not 
reflected in this material, and we may have acted upon or used the information prior to or immediately following its publication. SCB is not a legal or tax adviser, 
and is not purporting to provide legal or tax advice. Independent legal and/or tax advice should be sought for any queries relating to the legal or tax 
implications of any investment. SCB, and/or a connected company, may have a position in any of the securities, instruments or currencies mentioned in this 
document. SCB and/or any member of the SCB group of companies or its respective officers, directors, employee benefit programmes or employees, including 
persons involved in the preparation or issuance of this document may at any time, to the extent permitted by applicable law and/or regulation, be long or short 
any securities or financial instruments referred to in this document and on the website or have a material interest in any such securities or related investment, 
or may be the only market maker in relation to such investments, or provide, or have provided advice, investment banking or other services, to issuers of such 
investments. SCB has in place policies and procedures and physical information walls between its Research Department and differing public and private 
business functions to help ensure confidential information, including ‘inside’ information is not disclosed unless in line with its policies and procedures and the 
rules of its regulators. Data, opinions and other information appearing herein may have been obtained from public sources. SCB makes no representation or 
warranty as to the accuracy or completeness of such information obtained from public sources.  You are advised to make your own independent judgment 
(with the advice of your professional advisers as necessary) with respect to any matter contained herein and not rely on this document as the basis for making 
any trading, hedging or investment decision. SCB accepts no liability and will not be liable for any loss or damage arising directly or indirectly (including special, 
incidental, consequential, punitive or exemplary damages) from use of this document, howsoever arising, and including any loss, damage or expense arising 
from, but not limited to, any defect, error, imperfection, fault, mistake or inaccuracy with this document, its contents or associated services, or due to any 
unavailability of the document or any part thereof or any contents or associated services. This material is for the use of intended recipients only and in any 
jurisdiction in which distribution to private/retail customers would require registration or licensing of the distributor which the distributor does not currently have, 
this document is intended solely for distribution to professional and institutional investors.  
 
Country-Specific Disclosures - If you are receiving this document in any of the countries listed below, please note the following: 
United Kingdom and European Economic Area: Standard Chartered Bank is authorised and regulated in the United Kingdom by the Financial Services 
Authority. This communication is not directed at Retail Clients in the European Economic Area as defined by Directive 2004/39/EC. Nothing in this document 
constitutes a personal recommendation or investment advice as defined by Directive 2004/39/EC.  
Australia: The Australian Financial Services Licence for Standard Chartered Bank is Licence No: 246833 with the following Australian Registered Business 
Number (ARBN: 097571778). Australian investors should note that this document was prepared for “wholesale clients” only within the meaning of section 
761G of the Australian Corporations Act 2001 (Act) and the Corporations Regulations. This document is not directed at persons who are “retail clients” as 
defined in the Australian Corporations Act 2001. Brazil: SCB disclosures pursuant to the Securities and Exchange Commission of Brazil (“CVM”) Instruction 
483/10: This research has not been produced in Brazil. The report has been prepared by the research analyst(s) in an autonomous and independent way, 
including in relation to SCB. THE SECURITIES MENTIONED IN THIS DOCUMENT HAVE NOT BEEN AND WILL NOT BE REGISTERED PURSUANT TO 
THE REQUIREMENTS OF THE SECURITIES AND EXCHANGE COMMISSION OF BRAZIL AND MAY NOT BE OFFERED OR SOLD IN BRAZIL EXCEPT 
PURSUANT TO AN APPLICABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS AND IN COMPLIANCE WITH THE SECURITIES LAWS OF 
BRAZIL. Hong Kong: This document is being distributed in Hong Kong by, and is attributable to, Standard Chartered Bank (Hong Kong) Limited which is 
regulated by the Hong Kong Monetary Authority. India: This document is being distributed in India by Standard Chartered Securities (India) Limited which is a 
SEBI registered broker and a member of the Bombay Stock Exchange Limited and The National Stock Exchange of India Limited. Korea: This document is 
being distributed in Korea by, and is attributable to, Standard Chartered Securities Korea Limited which is regulated by the Financial Supervisory Service. 
Singapore: This document is being distributed in Singapore by Standard Chartered Bank Singapore Branch only to accredited investors, expert investors or 
institutional investors, as defined in the Securities and Futures Act, Chapter 289 of Singapore. Recipients in Singapore should contact Standard Chartered 
Bank Singapore Branch in relation to any matters arising from, or in connection with, this document. South Africa: SCB is licensed as a Financial Services 
Provider in terms of Section 8 of the Financial Advisory and Intermediary Services Act 37 of 2002. SCB is a Registered Credit Provider in terms of the National 
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6(a)(2) under the US Securities Act of 1934. All US persons that receive this document by their acceptance thereof represent and agree that they are a major 
institutional investor and understand the risks involved in executing transactions in securities. Any US recipient of this document wanting additional information 
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