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COMPANY UPDATE 
Maruti Suzuki India (MRTI.BO) 

Neutral Equity Research

Cutting ests on continuing strike; longer term concerns on margins 

What's changed 

1) Due to the persistent labour strike at Maruti Suzuki’s Manesar plant and 

supplier Suzuki Power Train, we cut our volume estimates for Maruti 

Suzuki to 1.2mn units for FY12E (from 1.35mn), with further potential 

downside should the current impasse between labour and management 

continue beyond Oct’11. 2) We believe this will prevent the company from 

taking advantage of new capacity at Manesar in the face of demand uptick 

driven by a) seasonally strong festive season, and b) launch of new Swift 

model in Aug’11. 3) Due to lower volume estimates, we cut our FY12-14E 

EPS by 13-15% (revised estimates 20% below Bloomberg consensus), and 

12-m FY13E P/E-based TP by 9% to Rs1,071 (from Rs 1,173). 

Implications 

1) Industry-wide – The Society of Indian Automobile Manufacturers 

believes rising instances of labour unrest in the industry (e.g. tool-down 

strikes at MRF Tyres and Bosch India over the last two months) are also 

due to restrictive employment regulations in India (source: CNBC TV18). 

As per a study published by the World Bank in Economic Times in Feb’07, 

there are 47 central laws and 157 state regulations dealing with labour 

markets, which are at times contradictory and overlapping, preventing 

efficient framing of employment contracts. 2) Company-specific – Any 

worsening in labour disputes could potentially drive structural downside 

risk to Maruti Suzuki’s margins from higher staff costs in the long run, in 

our view. Maruti Suzuki’s current staff cost as a percentage of revenue is 

one of the lowest among peers in India and Asia. 

Valuation 

The stock is currently trading at 1.8x FY13E P/B vs global peers trading at 

1.5x and 7-year historical average at 2.9x.  

Key risks 

Greater/longer-than-expected impact of labour unrest and competition; 

interest rate cycle; volatility in commodity and currency markets. 
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Maruti Suzuki India (MRTI.BO)

Asia Pacific Autos & Autoparts Peer Group Average

Key data Current

Price (Rs) 1,056.40

12 month price target (Rs) 1,071.00

Market cap (Rs mn / US$ mn) 305,204.6 / 6,234.4

Foreign ownership (%) 30.6

3/11 3/12E 3/13E 3/14E

EPS (Rs) New 79.21 64.86 73.76 84.48

EPS revision (%) 0.0 (15.4) (15.3) (12.7)

EPS growth (%) (8.4) (18.1) 13.7 14.5

EPS (dil) (Rs) New 79.21 64.86 73.76 84.48

P/E (X) 13.3 16.3 14.3 12.5

P/B (X) 2.2 2.0 1.8 1.6

EV/EBITDA (X) 8.1 8.6 7.0 6.0

Dividend yield (%) 0.7 0.6 0.7 0.8

ROE (%) 18.0 12.7 12.9 13.2

CROCI (%) 23.8 14.2 14.0 13.8
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Profit model (Rs mn) 3/11 3/12E 3/13E 3/14E Balance sheet (Rs mn) 3/11 3/12E 3/13E 3/14E

Total revenue 361,281.9 344,098.5 405,733.6 469,913.7 Cash & equivalents 65,191.0 36,656.0 46,689.7 59,814.7

Cost of goods sold (308,331.0) (298,394.6) (351,946.9) (406,352.9) Accounts receivable 8,933.0 14,141.0 16,674.0 19,311.5

SG&A (31,146.2) (30,271.2) (34,542.1) (41,645.2) Inventory 14,150.0 17,552.6 20,702.8 23,903.1

R&D 0.0 0.0 0.0 0.0 Other current assets 15,395.0 15,395.0 15,395.0 15,395.0

Other operating profit/(expense) 7,812.0 5,679.1 6,526.4 7,433.4 Total current assets 103,669.0 83,744.6 99,461.4 118,424.4

EBITDA 39,751.7 31,666.3 37,625.5 41,491.5 Net PP&E 69,580.0 104,025.5 112,171.0 120,028.4

Depreciation & amortization (10,135.0) (10,554.5) (11,854.5) (12,142.6) Net intangibles 0.0 0.0 0.0 0.0

EBIT 29,616.7 21,111.8 25,771.0 29,348.9 Total investments 10,961.0 10,961.0 10,961.0 10,961.0

Interest income 0.0 0.0 0.0 0.0 Other long-term assets 0.0 0.0 0.0 0.0

Interest expense (244.0) (133.5) (133.5) (133.5) Total assets 184,210.0 198,731.1 222,593.4 249,413.7

Income/(loss) from uncons. subs. 0.0 0.0 0.0 0.0

Others 1,715.0 4,476.0 3,309.6 3,937.9 Accounts payable 29,495.0 27,339.3 32,236.4 37,335.6

Pretax profits 31,087.7 25,454.2 28,947.1 33,153.4 Short-term debt 312.0 312.0 312.0 312.0

Income tax (8,202.0) (6,715.7) (7,637.2) (8,747.0) Other current liabilities 11,303.0 11,303.0 11,303.0 11,303.0

Minorities 0.0 0.0 0.0 0.0 Total current liabilities 41,110.0 38,954.3 43,851.4 48,950.6

Long-term debt 2,781.0 2,781.0 2,781.0 2,781.0

Net income pre-preferred dividends 22,885.7 18,738.5 21,309.9 24,406.4 Other long-term liabilities 1,644.0 1,644.0 1,644.0 1,644.0

Preferred dividends 0.0 0.0 0.0 0.0 Total long-term liabilities 4,425.0 4,425.0 4,425.0 4,425.0

Net income (pre-exceptionals) 22,885.7 18,738.5 21,309.9 24,406.4 Total liabilities 45,535.0 43,379.3 48,276.4 53,375.6

Post-tax exceptionals 0.0 0.0 0.0 0.0

Net income 22,885.7 18,738.5 21,309.9 24,406.4 Preferred shares 0.0 0.0 0.0 0.0

Total common equity 138,675.0 155,351.8 174,317.1 196,038.1

EPS (basic, pre-except) (Rs) 79.21 64.86 73.76 84.48 Minority interest 0.0 0.0 0.0 0.0

EPS (basic, post-except) (Rs) 79.21 64.86 73.76 84.48

EPS (diluted, post-except) (Rs) 79.21 64.86 73.76 84.48 Total liabilities & equity 184,210.0 198,731.1 222,593.4 249,413.7

DPS (Rs) 7.50 6.14 6.98 8.00

Dividend payout ratio (%) 9.5 9.5 9.5 9.5 BVPS (Rs) 479.99 537.72 603.36 678.54

Free cash flow yield (%) 2.5 (10.5) 2.6 3.4

Growth & margins (%) 3/11 3/12E 3/13E 3/14E Ratios 3/11 3/12E 3/13E 3/14E

Sales growth 24.8 (4.8) 17.9 15.8 CROCI (%) 23.8 14.2 14.0 13.8

EBITDA growth 0.5 (20.3) 18.8 10.3 ROE (%) 18.0 12.7 12.9 13.2

EBIT growth (5.4) (28.7) 22.1 13.9 ROA (%) 12.9 9.8 10.1 10.3

Net income growth (8.4) (18.1) 13.7 14.5 ROACE (%) 38.7 19.0 17.0 18.1

EPS growth (8.4) (18.1) 13.7 14.5 Inventory days 15.7 19.4 19.8 20.0

Gross margin 14.7 13.3 13.3 13.5 Receivables days 11.1 12.2 13.9 14.0

EBITDA margin 11.0 9.2 9.3 8.8 Payable days 39.1 34.8 30.9 31.2

EBIT margin 8.2 6.1 6.4 6.2 Net debt/equity (%) (44.8) (21.6) (25.0) (28.9)

Interest cover - EBIT (X) 121.4 158.2 193.1 219.9

Cash flow statement (Rs mn) 3/11 3/12E 3/13E 3/14E Valuation 3/11 3/12E 3/13E 3/14E

Net income pre-preferred dividends 22,885.7 18,738.5 21,309.9 24,406.4

D&A add-back 10,135.0 10,554.5 11,854.5 12,142.6 P/E (analyst) (X) 13.3 16.3 14.3 12.5

Minorities interests add-back 0.0 0.0 0.0 0.0 P/B (X) 2.2 2.0 1.8 1.6

Net (inc)/dec working capital 3,384.0 (10,766.3) (786.0) (738.7) EV/EBITDA (X) 8.1 8.6 7.0 6.0

Other operating cash flow (4,695.7) (5,544.2) (4,397.7) (5,372.1) EV/GCI (X) 2.3 1.4 1.2 1.0

Cash flow from operations 31,709.0 12,982.5 27,980.6 30,438.2 Dividend yield (%) 0.7 0.6 0.7 0.8

Capital expenditures (22,078.0) (45,000.0) (20,000.0) (20,000.0)

Acquisitions 0.0 0.0 0.0 0.0

Divestitures 0.0 5,544.2 4,397.7 5,372.1

Others 21,328.0 0.0 0.0 0.0

Cash flow from investments (750.0) (39,455.8) (15,602.3) (14,627.9)

Dividends paid (common & pref) (1,733.0) (2,061.7) (2,344.6) (2,685.3)

Inc/(dec) in debt (5,123.0) 0.0 0.0 0.0

Common stock issuance (repurchase) 0.0 0.0 0.0 0.0

Other financing cash flows (27,824.0) 0.0 0.0 0.0

Cash flow from financing (34,680.0) (2,061.7) (2,344.6) (2,685.3)

Total cash flow (3,721.0) (28,535.0) 10,033.7 13,125.0 Note: Last actual year may include reported and estimated data.

Source: Company data, Goldman Sachs Research estimates.
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Exhibit 1: We note that Maruti Suzuki’s employee cost as percentage of revenues is one 

of the lowest among large Indian manufacturing and Asian auto peers in our coverage 

 

Source: Company data. 

Exhibit 2: The company is also facing a structural increase in competition in the Indian 

passenger car market 
Player-wise model and price (new competitor launches over 2010-2011 highlighted in blue box) 

 

Source: Company data, Autocar India, Goldman Sachs Research. 
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Exhibit 3: Summary of changes to our estimates for Maruti Suzuki 

 

Source: Goldman Sachs Research estimates. 

Exhibit 4: The stock is already trading at trough P/B multiple, but with significantly lower 

FY12-13E RoE compared with historical average 
Historical P/B vs RoE, FY2004-13E 

 

Source: Company data, Datastream, Goldman Sachs Research estimates. 
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Reg AC 

I, Sandeep Pandya, hereby certify that all of the views expressed in this report accurately reflect my personal views about the subject company or 

companies and its or their securities. I also certify that no part of my compensation was, is or will be, directly or indirectly, related to the specific 

recommendations or views expressed in this report. 

Investment Profile 

The Goldman Sachs Investment Profile provides investment context for a security by comparing key attributes of that security to its peer group and 

market. The four key attributes depicted are: growth, returns, multiple and volatility. Growth, returns and multiple are indexed based on composites 

of several methodologies to determine the stocks percentile ranking within the region's coverage universe. 

The precise calculation of each metric may vary depending on the fiscal year, industry and region but the standard approach is as follows: 

Growth is a composite of next year's estimate over current year's estimate, e.g. EPS, EBITDA, Revenue. Return is a year one prospective aggregate 

of various return on capital measures, e.g. CROCI, ROACE, and ROE. Multiple is a composite of one-year forward valuation ratios, e.g. P/E, dividend 

yield, EV/FCF, EV/EBITDA, EV/DACF, Price/Book. Volatility is measured as trailing twelve-month volatility adjusted for dividends.  

Quantum 

Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for 

in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets. 

GS SUSTAIN 

GS SUSTAIN is a global investment strategy aimed at long-term, long-only performance with a low turnover of ideas.  The GS SUSTAIN focus list 

includes leaders our analysis shows to be well positioned to deliver long term outperformance through sustained competitive advantage and 

superior returns on capital relative to their global industry peers.  Leaders are identified based on quantifiable analysis of three aspects of corporate 

performance: cash return on cash invested, industry positioning and management quality (the effectiveness of companies' management of the 

environmental, social and governance issues facing their industry). 

Disclosure Appendix 

Coverage group(s) of stocks by primary analyst(s) 

Sandeep Pandya: Asia Pacific Autos & Auto Parts. 

Asia Pacific Autos & Auto Parts: Apollo Tyres, Ashok Leyland, Bajaj Auto, Bharat Forge, Bosch India, Cheng Shin Rubber, Exide Industries, Glovis, 

Hankook Tire, Hero MotoCorp, Hyundai Mobis, Hyundai Motor, Kia Motors, Mahindra & Mahindra, Mando, Maruti Suzuki India, MRF, Taiwan 

Synthetic Rubber Corporation, Tata Motors, TVS Motors. 

Company-specific regulatory disclosures 

The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, "Goldman Sachs") and companies 

covered by the Global Investment Research Division of Goldman Sachs and referred to in this research. 

There are no company-specific disclosures for: Maruti Suzuki India (Rs1,056.40) 

Distribution of ratings/investment banking relationships 

Goldman Sachs Investment Research global coverage universe 

Rating Distribution Investment Banking Relationships 

Buy Hold Sell Buy Hold Sell 

Global 31% 55% 14% 50% 43% 36% 

As of October 1, 2011, Goldman Sachs Global Investment Research had investment ratings on 3,198 equity securities. Goldman Sachs assigns 

stocks as Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold 

and Sell for the purposes of the above disclosure required by NASD/NYSE rules. See 'Ratings, Coverage groups and views and related definitions' 

below. 
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Price target and rating history chart(s) 

 

Regulatory disclosures 

Disclosures required by United States laws and regulations 

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager 

or co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-

managed public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs usually makes a 

market in fixed income securities of issuers discussed in this report and usually deals as a principal in these securities. 

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts, 

professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of coverage. 

Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues. 

Analyst as officer or director: Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members of their households from 

serving as an officer, director, advisory board member or employee of any company in the analyst's area of coverage. Non-U.S. Analysts: Non-U.S. 
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on communications with subject company, public appearances and trading securities held by the analysts.  

Distribution of ratings: See the distribution of ratings disclosure above. Price chart: See the price chart, with changes of ratings and price targets 

in prior periods, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs 

website at http://www.gs.com/research/hedge.html.  

Additional disclosures required under the laws and regulations of jurisdictions other than the United 

States 

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws 

and regulations. Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian 

Corporations Act. Brazil: Disclosure information in relation to CVM Instruction 483 is available at http://www.gs.com/worldwide/brazil/gir/index.html. 

Where applicable, the Brazil-registered analyst primarily responsible for the content of this research report, as defined in Article 16 of CVM 

Instruction 483, is the first author named at the beginning of this report, unless indicated otherwise at the end of the text. Canada: Goldman Sachs 
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material is for reference only and must not be reprinted without permission. Investors should carefully consider their own investment risk. 

Investment results are the responsibility of the individual investor. United Kingdom: Persons who would be categorized as retail clients in the 

United Kingdom, as such term is defined in the rules of the Financial Services Authority, should read this research in conjunction with prior 

Goldman Sachs research on the covered companies referred to herein and should refer to the risk warnings that have been sent to them by 

Goldman Sachs International. A copy of these risks warnings, and a glossary of certain financial terms used in this report, are available from 

Goldman Sachs International on request.  

European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/126/EC is 

available at http://www.gs.com/client_services/global_investment_research/europeanpolicy.html which states the European Policy for Managing 

Conflicts of Interest in Connection with Investment Research.  

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer under the Financial Instrument and Exchange Law, registered with the 

Kanto Financial Bureau (Registration No. 69), and is a member of Japan Securities Dealers Association (JSDA) and Financial Futures Association of 

Japan (FFAJ). Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific 

disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese 

Securities Finance Company.  

Ratings, coverage groups and views and related definitions 

Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy 
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coverage group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent 

investment recommendations focused on either the size of the potential return or the likelihood of the realization of the return.   

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated 

with the price target.  Price targets are required for all covered stocks. The return potential, price target and associated time horizon are stated in 

each report adding or reiterating an Investment List membership.  

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at 

http://www.gs.com/research/hedge.html. The analyst assigns one of the following coverage views which represents the analyst's investment 

outlook on the coverage group relative to the group's historical fundamentals and/or valuation. Attractive (A). The investment outlook over the 

following 12 months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral (N). The investment outlook 

over the following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation. Cautious (C). The investment 

outlook over the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.  

Not Rated (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in 

an advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended (RS). 
Goldman Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis 

for determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment 

rating and price target, if any, are no longer in effect for this stock and should not be relied upon. Coverage Suspended (CS). Goldman Sachs has 

suspended coverage of this company. Not Covered (NC). Goldman Sachs does not cover this company. Not Available or Not Applicable (NA). 
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