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Research calls 
In-house view  

 

M&M 

CMP: Rs 698 

Target: Rs 633 

Rating: Sell 

Risk: High 

 

 

 

Mahindra & Mahindra - Like the story, not the price 

Mahindra & Mahindra’s (M&M) Q4FY09 results are ahead of our estimates due to the consolidation of 
Punjab Tractor’s (PTL) financials during the quarter. Hence, the results are not strictly comparable with 
past performance. Revenues grew 14.4% YoY to Rs 36bn. Automotive segment revenues increased 
5.1% YoY to Rs 21.9bn, driven by an 8% growth in utility vehicle (UV) volumes. The PTL amalgamation 
helped the farm equipment segment to grow by 47% YoY to Rs 14.5bn. EBIT margins for the 
automotive and farm equipment segments stood at 8% and 11.1% respectively. M&M’s adjusted net 
profit stood at Rs 2.8bn, a growth of 35% YoY. 

For FY09, M&M saw its standalone topline (including PTL) grow by 15.2% YoY to Rs 130.5bn, while 
adjusted net profit declined marginally to Rs 9.2bn as higher raw material and depreciation cost crimped 
margins. On a consolidated basis, net revenue grew 10% YoY to Rs 267.7bn but profits declined by 
10.5% to Rs 14bn. Key businesses driving topline growth were the farm equipment segment, Tech 
Mahindra, M&M Financial Services and Mahindra Lifespaces. Profitability was hurt largely due to margin 
pressures on the automotive segment and the Systech (auto ancillary) business. 

We have upgraded our FY10 numbers to factor in the performance of PTL which was previously valued 
as part of the subsidiary pack. We value the core business at Rs 422 based on 12x FY10E earnings 
(excluding subsidiary dividends). The subsidiary holdings are valued at Rs 211, where the listed 
subsidiaries are assessed at a 30% discount to the current market cap and the unlisted subsidiaries at a 
suitable multiple to their FY10E PAT. Our combined target price for the stock is Rs 633 – signifying a 
downside of 9%. We downgrade M&M from Hold to Sell. 

Event-based calls 

 GVK Power and Infrastructure plans to raise about Rs 25bn. (Mint) 

 Rallis India seeks patent for three new biomolecules. (ET)  

Market outlook 

Dow: Negative 

Asia: Negative 

Day’s view: Negative 

 

US markets closed down and other Asian markets are negative as well. Asian stocks dropped for the 
first time in five days, led by consumer and mining companies, after US reports showed the service 
sector improved less than expected and more workers lost jobs. We continue to believe that our 
market is in overbought territory and hence once should book profits at every rise. We expect the 
market to open down but anticipate some profit booking to at higher levels.   

Stocks in focus  
Stock  Rationale 

Reliance Industries 

Reliance Industries’ main growth story would be its E&P business as gas production is likely to start 
from March-end with an initial capacity of 25mscmd, expanding to 80mmscmd by Q3FY10 . However, 
its refinery business is likely to be adversely impacted by the southward trend in GRMs. To mitigate the 
risk, the company has merged its refining subsidiary RPL to get the benefit of better combined GRM 
due to the higher refining complexity of the RPL refinery. The RIL-RPL merger is a win-win proposition 
for both the companies. We recommend a Buy on the stock. 
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Key market data 
 

Market turnover Value (US$ mn) % Chg

BSE 2,011 (0.2)

NSE 5,585 2.1

Derivatives (NSE) 13,852 2.4

 

 

  
% Chg 

Forex / Crude 3-June-09 
1-day 1-mth 3-mth

Rs/US$ 47.9 3.1 5.1 4.2 

Euro/US$ 1.4 0.1 4.9 6.9 

Crude ($/bbl)  59.0 (0.1) 17.2 49.4  

% Chg 
Emerging markets 3-June-09

1-day 1-mth 3-mth 6-mth

Brazil 52,087 (3.5) 3.3 35.6 48.3

Shanghai 2,741 (1.3) 7.1 24.7 37.0

Hong Kong 18,309 (1.4) 11.8 48.5 35.5

India 14,871 (0.0) 22.5 76.1 61.1

South Korea 1,403 (0.9) 0.3 32.4 39.4

Taiwan 6,807 (1.2) 7.5 49.9 60.0

 

Niket Shah 
(91-22) 6766 3442 
niket.shah@religare.in 
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Technical analysis
BSE Sensex daily trend 

 
Source: ASA 

Technical outlook daily 
 SENSEX (14870.90↓4.01) NIFTY (4530.70↑5.45)

 

Sensex for second day in a row traded in a narrow range. Advance decline ratio for the NSE stock was positive at 3:2 as 
movement was seen in stocks from the Mid-Cap and Small-Cap segments.  

The break of the Sensex trading range i.e. 14608-15045 (Nifty 4450-4586) formed during the last two trading session would 
indicate further short term trend for Sensex. So far Sensex is able to maintain 14608 (Nifty 4450) trend would be positive and 
on the higher side its move above 15045 would lead to 15107-15274-15482 (Nifty 4596-4652), these levels would also act as 
a resistance. 

Sensex, in case breaks the crucial support of 14608 (Nifty 4450) it would turn downward up to 14571-14254-13922 (Nifty 
4429-4312-4208) levels.  

Sensex Intraday Support levels: Support 14608-14571-14254 Resistance 15107-15274-15482. 

Nifty Intraday Support levels: Support 4450-4429-4312 Resistance 4586-4596-4652. 

 

Sector Specific: BSE Consumer durable and BSE Health Care index are positive. Yes Bank, GVK Power and REC ltd are 
positive while Allahabad Bank and M&M are having a negative bias. 

Stock Specific: 1) Yes Bank LTP Rs.133.20 Buy between Rs.131-129 Stop loss Rs.122 Target Rs.147-154. 

 

 

 Birendrakumar Singh  
(91-22) 6766 3452 
birendrakumar.singh@religare.in 
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Disclaimer 

This document has been prepared by Religare Capital Markets Limited (Religare). Religare Hichens, Harrison plc. is a part of Religare Enterprises Limited (REL) – a 
leading integrated financial services group in  India. Hichens, Harrison & Co. plc. (HH), established in 1803, is the Brokerage and Investment firm in London with a global 
footprint. Post its acquisition through REL’s indirect subsidiary - Religare Capital Markets International (UK) Limited, HH has been rechristened as Religare Hichens 
Harrison plc. (RHH). 
Religare research is published with a view on all segments of recipients including Institutional clients, portfolio managers and private clients.  Religare / Religare affiliates 
may issue/ may have issued reports that may or may not match or may be contrary with the views, estimates, rating and target price, information etc. presented in this 
report etc. and/or reach different conclusion.  
We are not soliciting any action based upon this material. This report is not to be construed as an offer to sell or a solicitation of an offer to buy any security in any 
jurisdiction where such an offer or solicitation would be illegal. It is for the general information of recipients.  It does not constitute a recommendation or take into account 
the particular investment objectives, financial situations, or needs of individual recipients. Not all recipients may receive this report at the same time. Religare will not 
treat recipients as customers/ clients by virtue of their receiving this report. We have reviewed the report, and in so far as it includes current or historical information, it is 
believed to be reliable. It should be noted that the information contained herein is from publicly available data or other sources believed to be reliable. Neither Religare, 
nor any person connected with it, accepts any liability arising from the use of this document.  
This document is prepared for assistance only and is not intended to be and must not be taken as the basis for any investment decision. The investment discussed or 
views expressed may not be suitable for all investors. The user assumes the entire risk of any use made of this information. The 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 referred to in this document (including the merits and risks involved), and should consult its 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 -including those involving futures, options and other derivatives as well as securities - involve substantial risk and are not suitable for 
all investors. Reports based on technical analysis centres on studying charts of price movement and trading volume, as opposed to focusing on fundamentals and as 
such, may not match with a report based on fundamentals. 
Opinions expressed are our current opinions as of the date appearing on this material only. We do not undertake to advise you as to any change of our views expressed 
in this document. While we would endeavour to update the information herein on a reasonable basis, Religare, its affiliates, 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 
Religare 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.  
This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Religare and affiliates to any registration or 
licensing requirement within such jurisdiction. The investments described herein may or may not be eligible for sale in all jurisdictions or to certain category of persons . 
Persons in whose possession this document may come are required to ascertain themselves of and to observe such restriction. 
Religare and its affiliates, officers, directors, and employees may: (a) from time to time, have long or short positions in, and buy or sell the investments in / securities  of 
company (ies) mentioned herein or (b) be engaged in any other transaction involving such investments / securities and earn brokerage or other compensation or act as a 
market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential 
conflict of interest with respect to any recommendation and related information and opinions. Without limiting any of the foregoing, in no event shall Religare, any of its 
affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. 
Copyright in this document vests exclusively with Religare. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to 
any other person or published, copied, in whole or in part, for any purpose, without prior written permission from Religare. We do not guarantee the integrity of any e-
mails or attached files and are not responsible for any changes made to them by any other person. 
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and 
its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.  

Analyst’s holding in the stocks mentioned in the report: NIL. 

“Religare Enterprises Limited proposes, subject to receipt of requisite approvals, market conditions and other considerations, to make a rights issue 
of its equity shares to its existing shareholders and has filed a draft letter of offer (“DLOF”) with the Securities and Exchange Board of India (“SEBI”). 
The DLOF is available on the website of SEBI at www.sebi.gov.in as well as on the websites of the lead manager at www.enam.com. Investment in 
equity shares involves a high degree of risk and for details relating to the same, please refer to the section titled “Risk Factors” of the DLOF.” 
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