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Figure 1. Maruti – Apr 2007 Sales 

 Apr-07 % chg % chg 
 Nos YoY over Mar 
A1 (M800)        6,324           9.8           3.0  
C (Omni, Versa)        6,118         21.1        (29.4) 
A2 (Alto, Wagon-R, Zen, 
Swift) 

      33,878         20.3        (28.0) 

A3 (Baleno, Esteem)        2,124        (12.7)       (12.0) 
MUV (Gypsy, Vitara)           208  19.5       (23.5) 
Total Domestic       48,652  17.0       (24.6) 
Exports        1,700  9.5       (76.4) 
Overall       50,352  16.8       (29.8) 
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Maruti Udyog (MRTI.BO) 
Buy: April Sales +17% YoY, Spurred by Promotions 
  

 Apr sales up +17% y/y — Domestic sales rose c17% YoY due to benign base 
effect. Maruti has been able to show steady growth despite higher interest rates 
– albeit aided by aggressive promotion schemes. MUL offered financing at 
7.99% in select cities; also offered aggressive discounts on select models 
(WagonR and Esteem) amounting to 4-5.8% of vehicle on-road prices. 

 Exports — Registered sedate c10% y/y growth – we expect exports to grow at 
15% over FY08E, on the back of better penetration in non European markets 
and easing of capacity constraints.  

 Segmental analysis — A2 segment remains mainstay – accounting for c70% of 
domestic sales; the segment grew by 20% y/y benefiting from new models (Zen 
Estilo, Swift diesel, Wagon R Duo). Maruti's segmental market share rose to 
around 61% Q407 (from 55% in 1Q07), on the back of new models. M800 sales 
also rose ~10%y/y, benefiting from low base effect. 

 Market share trends — MUL's overall domestic market share declined to 49% in 
Mar 07, (vs. 55% in Feb07) as Hyundai and Tata Motors gained share in the A2 
segment. Management has indicated that near term, market share remains the 
focus – we thus expect margin pressures to continue on account of a changing 
model mix and higher promotional expenses. 

 Reiterate Buy (1L) — Key risk factors are rising rates (that could curb volume 
growth), changing model mix (which affects margins adversely) and higher 
promotional spends/discounts (which also adversely affect margins). 
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See Appendix A-1 for Analyst Certification and important disclosures. 

 

Buy/Low Risk 1L
Price (30 Apr 07) Rs795.30
Target price Rs945.00
Expected share price return 18.8%
Expected dividend yield 0.6%
Expected total return 19.5%
Market Cap Rs229,770M
  US$5,632M

 
 



Maruti Udyog (MRTI.BO) 
1 May 2007 

 

Citigroup Global Markets | Equity Research 2 

 

Figure 2. Maruti – Domestic Volumes (3mma) and Growth   Figure 3. Maruti – Domestic Market Share (3mma), %  

20,000

25,000

30,000

35,000

40,000

45,000

50,000

55,000

60,000

Jun
-03
Au

g-0
3
Oc

t-0
3
De

c-0
3
Feb

-04
Ap

r-0
4
Jun

-04
Au

g-0
4
Oc

t-0
4
De

c-0
4
Feb

-05
Ap

r-0
5
Jun

-05
Au

g-0
5
Oc

t-0
5
De

c-0
5
Feb

-06
Ap

r-0
6
Jun

-06
Au

g-0
6
Oc

t-0
6
De

c-0
6
Feb

-07

Vo
lu

m
es

0%

5%

10%

15%

20%

25%

30%

35%

40%

Gr
ow

th
 (%

, Y
oY

)

3mma Average Growth (% Change)  

 

45%

50%

55%

60%

Jun
-03

Au
g-0

3
Oc

t-0
3
De

c-0
3
Feb

-04
Ap

r-0
4
Jun

-04
Au

g-0
4
Oc

t-0
4
De

c-0
4
Feb

-05
Ap

r-0
5
Jun

-05
Au

g-0
5
Oc

t-0
5
De

c-0
5
Feb

-06
Ap

r-0
6
Jun

-06
Au

g-0
6
Oc

t-0
6
De

c-0
6
Feb

-07

 

Source: Company Reports, SIAM  

Note: Volumes on LHS, Growth (%) on RHS 

 Source: Company Reports, SIAM 

 

Other Points:  

1) New Model launches – Dealer sources indicate that dispatches for SX4 
has started, and we believe that this will improve Maruti’s market share 
in A3 segment, which has fallen to around 12% Q407 from 15% in 
1Q07.  

2) Government's stake sale – Government is expected to divest its residual 
c10.3% stake by mid – May 07, according to press reports (source: 
Rediff). 

 

Maruti Udyog 
Company description 
Maruti is a subsidiary of Suzuki Motor Corp (holds a 54% equity stake). The 
government of India remains a significant equity stakeholder (10%). With its 
early-mover advantage in the Indian market, Maruti retains a dominant market 
share despite increasing competition. 

Investment thesis 
We rate the stock as Buy/Low Risk (1L). The Indian car market is on a structural 
growth path (estimated CAGR of 12-15% over the medium term), driven by low 
penetration levels, improved demographics and infrastructure, tax cuts and 
availability of consumer finance at relatively low interest rates. Despite the 
presence of most global majors, Maruti has managed to remain the dominant 
India player. Its competitive advantage stems from an early start, a balanced 
product portfolio targeted at the sweet spot of the market, its having the largest 
distribution and service network, and its consistently high quality ratings. While 
competitive pressures increase, we expect market share erosion to be gradual 
and growth in absolute terms to be robust for Maruti. We estimate earnings 
growth and cash earnings growth of 12.3% and 16.3% CAGR respectively over 
FY07-09, driven by unit sales CAGR of 17%. We expect margins to contract 
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around 50bps over this period, given cost pressures, a changing product mix 
and increasing competition, which will keep pricing pressure subdued. 

Valuation 
Our 12-month target price of Rs945 is based on 11x P/CEPS FY09E. We believe 
the multiple compares favorably with the cash earnings CAGR of c16.3% over 
FY07E-09E. At our target price, the stock would trade at the mid-point of the 
current trading band.  
 
Maruti has a relatively short trading history. Our multiple of 11x is at a marginal 
discount to the 11.4x trailing 2 year average - but merited, since competitive 
intensity will escalate going forward, and the macro economic environment is 
less conducive to growth (rising interest rates impact volumes growth across the 
car industry, given that 80% of vehicles are bought with finance). We prefer 
price/cash earnings as a valuation metric for the automobile sector, given the 
relatively high capital intensity (both on capacity and product development) of 
the business. 

Risks 
We rate Maruti as Low Risk based on our quantitative risk-rating system, which 
tracks 260-day historical share price volatility. Risks that could prevent the 
stock from reaching our target price and rating include: (1) sales of passenger 
vehicles are sensitive to economic variables - an appreciable rise in interest 
rates could impact volumes growth across the auto sector; (2) revised emission 
and safety norms could bring cost pressures; and (3) competitive pressures in 
the Indian market continue to increase, which could impact margins over the 
longer term. 
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Appendix A-1 
Analyst Certification 
I, Jamshed Dadabhoy, research analyst and the author of this report, hereby certify that all of the views expressed in this research report 
accurately reflect my personal views about any and all of the subject issuer(s) or securities. I also certify that no part of my compensation 
was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. 
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Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from Maruti Udyog. 

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Maruti Udyog in the past 12 
months. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as investment banking client(s): Maruti Udyog. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as clients, and the services provided were 
non-investment-banking, securities-related: Maruti Udyog. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as clients, and the services provided were 
non-investment-banking, non-securities-related: Maruti Udyog. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the 
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability, which includes revenues from, among other business units, the 
Private Client Division, Institutional Sales and Trading, and Investment Banking. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citigroup Investment Research product ("the 
Product"), please contact Citigroup Investment Research, 388 Greenwich Street, 29th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the same 
important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at 
www.citigroupgeo.com. Private Client Division clients should refer to www.smithbarney.com/research.  Valuation and Risk assessments can be found in the text of the most 
recent research note/report regarding the subject company.  Historical disclosures (for up to the past three years) will be provided upon request. 

Citigroup Investment Research Ratings Distribution    
Data current as of 31 March 2007 Buy Hold Sell
Citigroup Investment Research Global Fundamental Coverage (3215) 45% 40% 15%

% of companies in each rating category that are investment banking clients 45% 42% 32%
India -- Asia Pacific (130) 58% 14% 28%

% of companies in each rating category that are investment banking clients 42% 50% 42%
Guide to Fundamental Research Investment Ratings: 
Citigroup Investment Research's stock recommendations include a risk rating and an investment rating. 
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S). 
Investment ratings are a function of Citigroup Investment Research's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) 
and risk rating. 
For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are: Buy (1) (expected total return of 15% or 
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for 
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 
10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 
Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target 
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or 
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management. 
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected 
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performance and risk. 
 

Guide to Corporate Bond Research Credit Opinions and Investment Ratings: 

Citigroup Investment Research's corporate bond research issuer publications include a fundamental credit opinion of Improving, Stable or Deteriorating and a 
complementary risk rating of Low (L), Medium (M), High (H) or Speculative (S) regarding the credit risk of the company featured in the report.  The fundamental credit 
opinion reflects the CIR analyst's opinion of the direction of credit fundamentals of the issuer without respect to securities market vagaries.  The fundamental credit 
opinion is not geared to, but should be viewed in the context of debt ratings issued by major public debt ratings companies such as Moody's Investors Service, Standard 
and Poor's, and Fitch Ratings.  CBR risk ratings are approximately equivalent to the following matrix: Low Risk    Triple A to Low Double A; Low to Medium Risk    High Single 
A through High Triple B; Medium to High Risk    Mid Triple B through High Double B; High to Speculative Risk    Mid Double B and Below.  The risk rating element illustrates 
the analyst's opinion of the relative likelihood of loss of principal when a fixed income security issued by a company is held to maturity, based upon both fundamental and 
market risk factors. Certain reports published by Citigroup Investment Research will also include investment ratings on specific issues of companies under coverage which 
have been assigned fundamental credit opinions and risk ratings. Investment ratings are a function of Citigroup Investment Research's expectations for total return, 
relative return (to publicly available Citigroup bond indices performance), and risk rating. These investment ratings are: Buy/Overweight    the bond is expected to 
outperform the relevant Citigroup bond market sector index (Broad Investment Grade, High Yield Market or Emerging Market), performances of which are updated monthly 
and can be viewed at http://www.sd.ny.ssmb.com/ using the "Indexes" tab; Hold/Neutral Weight    the bond is expected to perform in line with the relevant Citigroup bond 
market sector index; or Sell/Underweight    the bond is expected to underperform the relevant sector of the Citigroup indexes. 

OTHER DISCLOSURES 
The subject company's share price set out on the front page of this Product is quoted as at 30 April 2007 01:11 PM on the issuer's primary market. 

Citigroup Global Markets Inc. or its affiliates holds a long position in any class of common equity securities of Maruti Udyog. 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as 
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the 
Product. The Firm regularly trades in the securities of the subject company(ies) discussed in the Product. The Firm may engage in securities transactions in a manner 
inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any 
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although 
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and 
condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures 
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to, 
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies.  However, it should 
be presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication.  All opinions, projections and 
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without 
notice. Prices and availability of financial instruments also are subject to change without notice.  Notwithstanding other departments within the Firm advising the 
companies discussed in this Product, information obtained in such role is not used in the preparation of the Product.  Although Citigroup Investment Research does not set 
a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citigroup Investment Research to provide research coverage 
of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The Product is for 
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the 
Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting 
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not 
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and 
their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment in 
a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed 
accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be prohibited in 
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details.  
Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product 
may be placed only through Citigroup Global Markets Inc. 
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